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CHIPPEWA VALLEY ETHANOL COMPANY
270 20th St NW | Benson, MN 56215

TAX ITEMS OF INTEREST: PASS-THROUGH ENTITY (PTE) TAX

Background: Federal tax law includes a cap that limits the amount of state and local taxes (SALT) that

taxpayers can annually deduct from their federal income up to $10,000. Recently, this limit was
increased to $40,000 for years 2025-2029, however, Minnesota’s tax law remains at $10,000
unless the legislature passes new conforming legislation.

Beginning in 2024, CVEC became eligible to participate in the Minnesota Pass-through Entity
(PTE) tax election. This voluntary election allows CVEC to pay Minnesota state income taxes on
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behalf of their eligible owners, which creates a deductible business expense that is not impacted by
the SALT cap. For eligible owners, this election reduces CVEC federal taxable income and opens the

availability of the SALT deduction.

For 2025, CVEC has elected into PTE for the first time to capture this tax benefit for its eligible
owners. The Minnesota PTE tax election will be determined annually and communicated each
year in the tax planning letter. Eligible owners will receive a state credit on their K-1, which will
directly offset their Minnesota taxes owed. Eligible owners include resident and nonresident
individuals or estates, and grantor trusts. The grantor trust must be a disregarded entity owned
by an individual who is a U.S. citizen. Eligible owners cannot elect out of the PTE tax. The PTE

tax paid on your behalf is considered an advance of your partner distribution. You will be allocated the same distribution you
normally would have received, but the cash you receive will be reduced by the amount of the PTE tax credit.

Please consult your tax advisor regarding the impact of these payments on your taxes, as each shareholder’s situation is different.
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GENERAL
As we close out the 2025 operating
year and prepare for another Minnesota
winter, | want to take this opportunity
to recognize the outstanding efforts of
our CVEC staff. Their dedication and
resilience have kept our operations
strong, enabling us to meet the year’s
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Chad Friese, challenges while positioning the plant
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for continued success in 2026.

We are pleased to report that
CVEC remains in a strong
financial position, supported by
disciplined operations,
thoughtful reinvestment, and a
continued focus on innovation.
Throughout the year, we
advanced several key strategic
initiatives aimed at improving
efficiency, renewing critical
infrastructure, and pursuing
sustainable growth
opportunities.

This year, we completed
projects that expanded Distillers
Corn Qil (DCO) production and
fully transitioned to the lime
centrifuge as part of our water
treatment system, replacing the
press technology to remove
lime. These investments have
already improved process

reliability, lowered costs, and contributed to stronger

margins.

Looking ahead, sustainability and efficiency remain central
to our strategy. The Board has continued to evaluate solar
energy options as a potential cost-effective and renewable
power source for our operations. Additionally, the team is
advancing feasibility work on a steam-to-electric turbine
system that could further reduce electrical demand from
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the grid and lower our carbon intensity. This would
be an investment that replaces our current
30-year-old boilers to high efficiency models.

We also explored new distillation technologies
designed to reduce energy consumption and improve
throughput. These efforts reflect our broader goal of
refreshing aging assets while positioning CVEC for
measured, sustainable growth. This exploration has
ultimately led to discussions of expanded throughput
and investment into the next 30 years of production.
Our investments performed well again in 2025,
contributing to a strong financial foundation. The
Guardian Energy assets continue to generate reliable
returns, validating our long-term strategy, and
creating opportunity for continued growth.
Meanwhile, Ringneck Energy has continued to build
solid operations in 2025, increasing production,
strengthening earnings and continuing to invest in
their future success while providing strong income.
These developments reinforce our confidence in the
direction of our investment portfolio.

As we prepare for 2026, we recognize that the
ethanol industry continues to evolve rapidly. CVEC
remains committed to staying ahead of these changes
through innovation, strategic partnerships, and
responsible asset management. Every decision we
make reflects our collective mission—to sustain
profitability, reduce carbon intensity, and create
long-term value for our shareholders and community.
We deeply appreciate the continued encouragement
and trust from our shareholders. Let’s carry this
momentum into the new year with optimism and
focus. | look forward to connecting with you at our
annual meeting in January, where we’'ll share updates
on our strategic initiatives and create discussion for a
clearer roadmap for the future of CVEC.

Thank you for being part of another successful year.
Together, we continue to shape the future of
ethanol—efficient, sustainable, and strong.

320-843-4813 | info@cvec.com | 270 20th St NW, Benson, MN | Visit us on Facebook!



COMMODITY
COMMENTS

By the time this reaches your
mailbox, harvest 2025 will likely be
complete. Yields in our area have
been extremely variable, and for the
most part producers are reporting a
below average crop. We also

Brody Padgett, experienced a couple of widespread
COMMODITIES hail events this summer that caused
MANAGER high levels of vomitoxin in the hail

damaged fields, further reducing
local corn availability for the next year. Vomitoxin is
problematic for the ethanol plant due to the fact that it
concentrates in our Dried Distiller's Grains (DDGS) and can
be harmful to animals at elevated levels. We have testing
protocols in place to monitor inbound corn for toxins and
also our DDGS on the backend to make sure that our DDGS
maintain quality specs and our marketing options are not
limited due to high toxin levels. Vomitoxin is not something
our region typically needs to worry about so for all of us this
will be a unique challenge in the coming year. We
appreciate all of the growers that have worked with us this

SHAREHOLDER INFO...

fall to identify, segregate and manage grain flows in order to
ensure we can keep the plant running efficiently while
maintaining co-product quality and market access.

On the national level, the Federal Government is currently
still shutdown. Due to the shutdown, we did not receive an
October Supply & Demand report and it's beginning to feel
like we could miss the November report as well. Market
prices and spreads currently suggest that yield reductions are
expected when we do eventually see government reports
again, but keep in mind that production reductions typically
also come with demand reductions. Also recall that the
USDA significantly increased the carryout from last year in
the most recent grain stocks report. Given this, even a
meaningful government decrease in corn yield will still leave
the U.S. balance sheet in a comfortable position. This means
that a rally towards significantly higher prices will be difficult
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CHIPPEWA VALLEY AGRAFUELS COOPERATIVE

ALL NOMINATIONS OF PERSONS TO STAND FOR ELECTION AS DIRECTORS WHICH ARE MADE BY MEMBERS OF Chippewa
Valley Agrafuels Cooperative MUST COMPLY WITH THE BELOW REQUIREMENTS

NOMINATION NOTICES MUST BE RECEIVED BY CVEC NO LATER THAN 4:30PM ON DECEMBER 5, 2025

One or more nominees for director positions up for election may be named by a nominating committee established by the
directors. Additionally, any member who is entitled to vote in the election of directors may nominate one or more persons
for election as directors only if written notice of nomination or nominations (a “nomination notice”) has been given, either
by personal delivery, email or by United States mail, postage prepaid, to the CVEC office no later than the time set forth
by nominating committee. A nominee shall only be duly and validly nominated if such hominee qualifies for election to the
seat to which such nominee is nominated, were such person elected.

to sustain. It would likely take a South American growing
issue this winter and a de-escalation of trade tensions to
break us out of this low-price range.

As always, please feel free to reach out to Sara or myself
with any contracting questions, or to get set up with the
CVEC customer online portal or mobile app. Thank you all
for a successful past year and we'll look forward to Fiscal
Year 2026.

1st TRIMESTER PRICE ANNOUNCED.
The price for 1st trimester of FY 2026 will be
$3.10/bushel plus freight and equalization.

DELIVERY NOTICES START WITH THE LETTER “E”
FOR 1st TRIMESTER.

CVAC will be calling in 35% of corn deliveries for 1st
trimester of 2026. Open delivery will continue in
place and any shareholders who own 50,000 shares
or more will continue to have two weeks in which to
deliver your corn.

Reminder of the ALTERNATE DELIVERY
AGREEMENT opportunity for corn deliveries at
CVEC. Please call the CVEC office to discuss details.

Please remember to sign and return DEFERRED
SETTLEMENT CONTRACTS within 30 days of
delivery.

The TAX PLANNING LETTER will be sent out to
shareholders beginning of December.

TAX TIMELINE DELAYS

This tax year will present unique challenges as ethanol
producers navigate the 45Z Clean Fuel Production tax credit.
While the credit began January 1, 2025, the IRS has not
released detailed guidance which impacts the carbon intensity
(Cl) scoring methodology, determining the credit amount. This
lack of guidance makes it difficult to quantify the credit and its
impact on CVEC's taxable income. Our investment plants are
also impacted, delaying their ability to provide the tax
information we need. As such, we are expecting our typical
timeline to be extended and delayed. This could impact
everything from our tax planning letter, typical distribution
timing, and Schedule K-1 release date. To prepare you,
possible scenarios include preparing tax returns from the tax
estimate letter or extending returns and filing when the K-1
information is final, among others. We understand that our
owners need this information as soon as it is available, but we
feel it negligent to provide inaccurate information that would
require filing tax amendments. We are preparing for all
scenarios and are committed to streamlining the release of
information as it becomes available.

The BENSON CORN POOL is showing a loss of
approximately $0.135-$0.145 per bushel based on
unaudited financial statements. The funding decision
of this loss will be determined at the BCP November
board meeting.

FINANCIAL STATEMENTS are found on our website
using password CVEC$

CVAC DELIVERY SCHEDULE

FISCAL YEAR 2026
(10/1/25 - 9/30/26)

FISCALYEAR 2027
(10/1/26 - 9/30/27)

1st Trimester 1st Trimester

2nd Trimester
3rd Trimester

2nd Trimester
3rd Trimester

Please inform the CVEC office on or before 4:30pm on December 5, 2025 of
any nomination notice. You may do so by phone, email or U.S. mail.

CVEC MAIN OFFICE
270 20th St NW
Benson, MN 56215
Email: cgoff@cvec.com
P: 320-843-4813

If you would like to nominate someone to stand for election as a director for the upcoming fiscal year 2026, please

comply with the above requirements. The nominating committee of CVAC will review all nominations to assure compliance
with CVAC bylaws. The nominating committee reserves the right to modify the rules and procedures at its discretion.
OPEN SEATS ACCORDING TO DISTRICT
District 1: 1 open seat (3 year term) - Greg Fynboh, incumbent

District 2: 1 open seat (3 year term) - Doug Schiiep, incumbent
District 3: 1 open seat (3 year term) - Open Seat

CHAIRMAN'S CHAT

As you read this newsletter the 2025
harvest is nearly complete. Overall
corn yields were good but variable.
With excess water and hail this
summer the low end was less than 100
bushels per acre to the high end of 260
bushels per acre. The crop came in
dryer with average test weight. Quality
corn is very good for our ethanol
production. With the above average
corn crop across the country, it is great
to have CVEC. Without CVEC, think of what the price of corn
would be. CVEC is good for farmers, employees, our
communities and the shareholders.

CVEC had a good year. The first half of the year showed lower
margins but the last half has been good margins. With our
great management and diversification along with our outside
investments we had a profitable 2025.

In paying dividends this fall, management and the Board will
look at several factors, some of which include cash on hand,
K-1 tax statement estimates, near term projects, audit results,
budget projections for next year as well as where we see the
industry going. A distribution discussion will be held at the
November board meeting.

Harmon Wilts,
CVAC
CHAIRMAN

As we look to the future there are a lot of opportunities for
our industry. It is great that CVEC is diversified with fuel,
industrial and organic grade alcohol, corn oil, and distiller
grains. We are now starting to generate additional revenue
from projects like corn kernel fiber. Finding ways to lower our
Carbon Index (Cl) score is a big deal to capture tax credits and
revenue from 45Z, etc. There are additional markets paying
more for lower Cl scores as well. We are also looking at
projects to lower our energy cost and Cl through new boilers
and adding steam turbines. Solar is still on the table but the
right programs and prices need to come together to move
forward. We are also focused on expanding gallons at our site
in Benson. More information to come at the annual meeting
on Thursday, January 22, 2026 at McKinney'’s in Benson.
Thanks to our team at CVEC, the plant has run very well this
year. We have one of the best management teams, staff and
board in the country.

CVAC ANNUAL MEETING
Thursday, January 22, 2026 | 1:00pm
McKinneys on Southside, Benson
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