Edgar Filing: Green Plains Inc. - Form 10-K

Green Plains Inc.
Form 10-K
February 14, 2018

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2017

or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

Commission file number 001-32924

Green Plains Inc.

(Exact name of registrant as specified in its charter)

Iowa 84-1652107
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

1811 Aksarben Drive, Omaha, NE 68106 (402) 884-8700
(Address of principal executive offices, including zip code) (Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act: Common Stock, $.001 par value



Edgar Filing: Green Plains Inc. - Form 10-K

Name of exchanges on which registered: Nasdaq Global Market

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Yes No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.

Yes No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).

Yes No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, a smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,”
“accelerated filer,” “smaller reporting company” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer



Edgar Filing: Green Plains Inc. - Form 10-K

Non-accelerated filer (Do not check if a smaller
reporting company)

Smaller reporting company  Emerging growth company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition

period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes No

The aggregate market value of the company’s voting common stock held by non-affiliates of the registrant as of June
30, 2017 (the last business day of the second quarter), based on the last sale price of the common stock on that date of
$20.55, was approximately $802.4 million. For purposes of this calculation, executive officers and directors are
deemed to be affiliates of the registrant.

As of February 7, 2018, there were 41,053,898 shares of the registrant’s common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive Proxy Statement for the 2018 Annual Meeting of Shareholders are incorporated
by reference in Part III herein. The company intends to file such Proxy Statement with the Securities and Exchange
Commission no later than 120 days after the end of the period covered by this report on Form 10-K.




Edgar Filing: Green Plains Inc. - Form 10-K

TABLE OF CONTENTS
Page
Commonly Used Defined Terms 1
PARTI
Item 1. Business. 2
Item 1A. Risk Factors. 13
Item 1B. Unresolved Staff Comments. 27
Item 2. Properties. 27
Item 3. Legal Proceedings. 28
Item 4. Mine Safety Disclosures. 28
PART II

Item 5. Market for Registrant’s Common Equity. Related Stockholder Matters and Issuer Purchases of Equity 29

Securities.
Item 6. Selected Financial Data. 31
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 33
Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 50
Item 8. Financial Statements and Supplementary Data. 52
Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 52
Item 9A. Controls and Procedures. 52
Item 9B. Other Information. 56
PART III
Item 10. Directors. Executive Officers and Corporate Governance. 56



Item 11.

Item 12.

Item 13.

Item 14.

Item 15.

Item 16.

Edgar Filing: Green Plains Inc. - Form 10-K

Executive Compensation. 56

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters. 56

Certain Relationships and Related Transactions. and Director Independence. 56
Principal Accounting Fees and Services. 56
PART IV

Exhibits. Financial Statement Schedules. 57
Form 10-K Summary. 66

Signatures. 67




Edgar Filing: Green Plains Inc. - Form 10-K

Commonly Used Defined Terms

Green Plains Inc. and Subsidiaries:

Green Plains; the company
BioProcess Algae

Fleischmann’s Vinegar

Green Plains Cattle

Green Plains Grain

Green Plains Partners; the partnership
Green Plains Processing

Green Plains Trade
SCI Ingredients

Accounting Defined Terms:

Green Plains Inc. and its subsidiaries
BioProcess Algae LLC

Fleischmann’s Vinegar Company, Inc.
Green Plains Cattle Company LLC

Green Plains Grain Company LLC

Green Plains Partners LP and its subsidiaries
Green Plains Processing LLC and its
subsidiaries

Green Plains Trade Group LLC

SCI Ingredients Holdings, Inc.

the Act Tax Cuts and Jobs Act of 2017

ASC Accounting Standards Codification

EBITDA Earnings before interest, income taxes, depreciation and amortization
EPS Earnings per share

Exchange Act Securities Exchange Act of 1934, as amended

GAAP U.S. Generally Accepted Accounting Principles

PO Initial public offering of Green Plains Partners LP

LIBOR London Interbank Offered Rate

LTIP Green Plains Partners LP 2015 Long-Term Incentive Plan

Nasdaq The Nasdaq Global Market

R&D Credits Research and development tax credits
SEC Securities and Exchange Commission
Securities Act Securities Act of 1933, as amended
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Bgy
BTU

CAFE
CARB
CFTC
DOT
E15
E85
EIA
EISA
EPA
EU
FDA
FSMA
ILUC
LCFS
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Billion gallons per year

British Thermal Units

Corporate Average Fuel Economy

California Air Resources Board

Commodity Futures Trading Commission

U.S. Department of Transportation

Gasoline blended with up to 15% ethanol by volume
Gasoline blended with up to 85% ethanol by volume
U.S. Energy Information Administration

Energy Independence and Security Act of 2007, as amended
U.S. Environmental Protection Agency

European Union

U.S. Food and Drug Administration

Food Safety Modernization Act of 2011

Indirect land usage charge

Low Carbon Fuel Standard

MMBTU Million British Thermal Units

Mmg
Mmgy
MTBE
NAFTA
RFS II
RIN
RVO
SQF
TTB
U.S.
USDA

Million gallons

Million gallons per year

Methyl tertiary-butyl ether

North American Free Trade Agreement
Renewable Fuels Standard II

Renewable identification number
Renewable volume obligation

Global Food and Safety Initiative program
Alcohol and Tobacco Tax and Trade Bureau
United States

U.S. Department of Agriculture
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Cautionary Statement Regarding Forward-Looking Statements

The SEC encourages companies to disclose forward-looking information so investors can better understand future
prospects and make informed investment decisions. As such, forward-looking statements are included in this report or
incorporated by reference to other documents filed with the SEC.

Forward-looking statements are made in accordance with safe harbor provisions of the Private Securities Litigation

Reform Act of 1995. These statements are based on current expectations which involve a number of risks and

uncertainties and do not relate strictly to historical or current facts, but rather to plans and objectives for future

operations. These statements include words such as “anticipate,” “believe,” “continue,” “estimate,” “expect,” “intend,” “outloo
“plan,” “predict,” “may,” “could,” “should,” “will” and similar words and phrases as well as statements regarding future opera
or financial performance or guidance, business strategy, environment, key trends and benefits of actual or planned
acquisitions.

99 ¢ 29 ¢

LT3

Factors that could cause actual results to differ from those expressed or implied are discussed in this report under “Risk
Factors” or incorporated by reference. Specifically, we may experience fluctuations in future operating results due to a
number of economic conditions, including: competition in the ethanol industry and other industries in which we
operate; commodity market risks, including those that may result from weather conditions; financial market risks;
counterparty risks; risks associated with changes to government policy or regulation, including changes to tax laws;
risks related to acquisitions and achieving anticipated results; risks associated with merchant trading, cattle feeding
operations, vinegar production and other factors detailed in reports filed with the SEC. Additional risks related to
Green Plains Partners LP include compliance with commercial contractual obligations, potential tax consequences
related to our investment in the partnership and risks disclosed in the partnership’s SEC filings associated with the
operation of the partnership as a separate, publicly traded entity.

We believe our expectations regarding future events are based on reasonable assumptions; however, these
assumptions may not be accurate or account for all risks and uncertainties. Consequently, forward-looking statements
are not guaranteed. Actual results may vary materially from those expressed or implied in our forward-looking
statements. In addition, we are not obligated and do not intend to update our forward-looking statements as a result of
new information unless it is required by applicable securities laws. We caution investors not to place undue reliance
on forward-looking statements, which represent management’s views as of the date of this report or documents
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incorporated by reference.

PART I

Item 1. Business.

EEINT3

References to “we,” “us,” “our,” “Green Plains,” or the “company” refer to Green Plains Inc. and its subsidiaries.

Overview

Green Plains is an lowa corporation, founded in June 2004 as an ethanol producer. We have grown through
acquisitions of operationally efficient ethanol production facilities and adjacent commodity processing businesses. We
are focused on generating stable operating margins through our diversified business segments and risk management
strategy. We own and operate assets throughout the ethanol value chain: upstream, with grain handling and storage;
through our ethanol production facilities; and downstream, with marketing and distribution services to mitigate
commodity price volatility, which differentiates us from companies focused only on ethanol production. Our other
businesses, including our partnership, cattle feeding operations and vinegar production, leverage our supply chain,
production platform and expertise.

We formed Green Plains Partners LP, a master limited partnership, to be our primary downstream storage and
logistics provider since its assets are the principal method of storing and delivering the ethanol we produce. The
partnership completed its [PO on July 1, 2015. We own a 62.5% limited partner interest, a 2.0% general partner
interest and all of the partnership’s incentive distribution rights. The public owns the remaining 35.5% limited partner
interest. The partnership is consolidated in our financial statements.

We group our business activities into the following four operating segments to manage performance:

- Ethanol Production. Our ethanol production segment includes the production of ethanol, distillers grains and corn
oil at 17 ethanol plants in Illinois, Indiana, lowa, Michigan, Minnesota, Nebraska, Tennessee, Texas and Virginia.
At capacity, our facilities are capable of processing approximately 518 million bushels of corn per year and
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producing approximately 1.5 billion gallons of ethanol, 4.1 million tons of distillers grains and 359 million pounds of
industrial grade corn oil, making us the second largest consolidated owner of ethanol plants in North America.

- Agribusiness and Energy Services. Our agribusiness and energy services segment includes grain procurement, with
approximately 59.6 million bushels of grain storage capacity, and our commodity marketing business, which
markets, sells and distributes ethanol, distillers grains and corn oil produced at our ethanol plants. We also market
ethanol for a third-party producer as well as buy and sell ethanol, distillers grains, corn oil, crude oil, grain, natural
gas and other commodities in various markets.

- Food and Ingredients. Our food and ingredients segment includes four cattle feeding operations with the capacity to
support approximately 258,000 head of cattle and grain storage capacity of approximately 9.6 million
bushels, Fleischmann’s Vinegar, one of the world’s largest producers of food-grade industrial vinegar, and our
food-grade corn oil operations.

- Partnership. Our master limited partnership provides fuel storage and transportation services by owning, operating,
developing and acquiring ethanol and fuel storage tanks, terminals, transportation assets and other related assets and
businesses. The partnership’s assets include 39 ethanol storage facilities, eight fuel terminal facilities and
approximately 3,500 leased railcars.

Risk Management and Hedging Activities

Our profitability is highly dependent on commodity prices, particularly for ethanol, distillers grains, corn oil, corn,
natural gas and cattle. Since market price fluctuations among these commodities are not always correlated, ethanol
production or our cattle feeding operations may be unprofitable at times. We use a variety of risk management tools
and hedging strategies to monitor real-time operating price risk exposure at each of our operations to obtain favorable
margins, when available, or temporarily reduce production levels during periods of compressed margins. Our multiple
businesses and revenue streams also help to diversify our operations and improve profitability.

We use forward contracts to sell a portion of our ethanol, distillers grains, corn oil and vinegar production or buy
some of the corn, natural gas, cattle, or ethanol we need to partially offset commodity price volatility. We also engage
in other hedging transactions involving exchange-traded futures contracts for corn, natural gas, ethanol, cattle and
other commodities. The financial impact of these activities depends on the price of the commodities involved and our
ability to physically receive or deliver those commodities. We do not speculate on general price movements by taking
significant unhedged positions on commodities.
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Hedging arrangements expose us to risk of financial loss when the counterparty defaults on its contract or, in the case
of exchange-traded contracts, when the expected differential between the price of the underlying commodity and
physical commodity changes. Hedging activities can result in losses when a position is purchased in a declining
market or sold in a rising market. Hedging losses may be offset by a decreased cash price for corn, natural gas and
feeder cattle and an increased cash price for ethanol, distillers grains, corn oil and live cattle. Depending on the
circumstance, we vary the amount of hedging or other risk mitigation strategies we undertake and sometimes choose
not to engage in hedging transactions at all.

Competitive Strengths

We are focused on managing commodity price risks, improving operational efficiencies and optimizing market
opportunities to create an efficient platform with diversified income streams. Our competitive strengths include:

Disciplined Risk Management. Risk management is our core competency and we use a variety of risk management
tools and hedging strategies to maintain a disciplined approach. Our internally developed operating margin
management system allows us to monitor commodity price risk exposure at each of our operations and lock in
favorable margins or temporarily reduce production levels during periods of compressed margins.

Acquisition and Integration Capabilities. We have a history of acquiring assets that create synergies and diversifying
risks. Our balance sheet allows us to be opportunistic in that process. Since inception, we built or acquired 17 ethanol
plants and installed corn oil extraction technology at each of our ethanol plants to generate incremental returns. In
addition, we purchased or built a grain handling and storage business, cattle feeding operations, a vinegar production
business, and terminal and distribution facilities. Successful integration of these operations has enhanced our overall
returns.

12
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Operational Excellence. Our facilities are staffed with experienced industry personnel who share operational
knowledge and expertise. We focus on making incremental operational improvements to enhance performance using
real-time production data and systems to monitor our operations and optimize performance. Our operational expertise
provides us a cost advantage over most of our competitors and helps us improve the operating margins of acquired
facilities.

Vertical Integration. Our vertically integrated platform reduces commodity and operational risk and increases pricing
visibility in key markets. Combined, our ethanol production, agribusiness and energy services, food and ingredients,
and partnership segments provide efficiencies, which extend both within and outside the ethanol value chain.

Proven Management Team. Our senior management team averages approximately 25 years of commodity risk
management and related industry experience. We have specific expertise across all of our businesses, including plant
operations and management, commodity markets and risk management, and ethanol marketing and distribution. Our
management team’s level of operational and financial expertise is essential to successfully executing our business
strategies.

Business Strategy

We believe ethanol could become an increasingly larger portion of the global fuel supply driven by heightened
environmental concerns and energy independence goals, supported by government policies and regulations. In the
1990’s, federal law required the use of oxygenates in reformulated gasoline to reduce vehicle emissions in cities with
unhealthy levels of air pollution. Today, ethanol is the primary oxygenate used by the U.S. refining industry to meet
various federal and state air emission standards. The high octane value of ethanol has also made it the primary
additive used by refiners to increase octane value, which improves engine performance. Accordingly, ethanol has
become a valuable blend component that comprises approximately 10% of the domestic gasoline supply with the
potential to grow with higher blends and increased gasoline demand. Ethanol usage is further supported by federal
government mandates under RFS, which assigns individual refiners, blenders and importers the volume of renewable
fuels they are obligated to use based on their percentage of total fuel sales. Advances in domestic corn yields have
helped the U.S. ethanol industry become the lowest-cost producer of ethanol, surpassing Brazil, creating demand for
U.S. ethanol worldwide.

In light of the ethanol industry’s environment, we are focused on maintaining a low-cost ethanol production platform
and driving costs out of the value chain through disintermediation. Owning grain storage at or near our ethanol plants
allows us to develop relationships with local producers and originate corn more effectively at a lower average cost.
We purchase approximately two-thirds of our corn volume directly from farmers and have 42 production days of
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storage capacity at or near our ethanol plants. We use our performance data to develop strategies that can be applied
across our platform and embrace technological advances to improve operational efficiencies and yields, such as
Selective Milling Technology™ and Enogen® corn enzyme technology, to lower our processing cost per gallon and
increase production volumes.

We believe there is untapped value across our businesses and we intend to further develop and strengthen our business
by pursuing the following growth strategies:

Grow Organically: We seek to identify expansion projects that maximize our production capabilities and lower
existing costs at our production facilities. We also seek to leverage our core competencies in adjacent businesses such
as cattle feedlots, high protein animal feed, food ingredients and other commodity processing operations that
maximize our operational and risk management expertise.

Acquire Strategic Assets: We intend to invest in downstream distribution services that take advantage of our master
limited partnership structure, leverage our core competencies in adjacent markets or generate attractive margins or
predictable revenue streams. We are disciplined throughout the business development process to ensure our
investments generate favorable returns and are firmly committed to maintaining safe, reliable and environmentally
compliant operations.

Recent Developments

The following is a summary of our significant developments during 2017. Additional information about these items
can be found elsewhere in this report or in previous reports filed with the SEC.

On March 10, 2017, we acquired the assets of a cattle-feeding operation located approximately 20 miles from our
Hereford, Texas ethanol facility. The operation has the capacity to support 30,000 head of cattle and is included in our
food and ingredients segment.
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On April 28, 2017, Green Plains Cattle amended its senior secured asset-based revolving credit facility to finance the
expanded working capital requirements for its cattle feeding operations. The amendment increased the maximum
commitment from $100.0 million to $200.0 million until July 31, 2017, when it was increased again to $300.0 million.
The maturity date was extended from October 31, 2017 to April 30, 2020.

On May 16, 2017, we completed the acquisition of two cattle-feeding operations from Cargill Cattle Feeders, LLC for
$37.2 million, excluding working capital adjustments. The transaction included the feed yards located in Leoti, Kansas
and Eckley, Colorado and added combined feedlot capacity of 155,000 head of cattle to our operations. The
transaction was financed using cash on hand. As part of the transaction, we entered into a long-term cattle supply
agreement with Cargill Meat Solutions Corporation. Under the cattle supply agreement, all cattle placed in the Leoti,
Kansas, Eckley, Colorado and Kismet, Kansas feedlots will be sold exclusively to Cargill Meat Solutions under an
agreed upon production and pricing arrangement.

During the second quarter of 2017, we entered into several privately negotiated agreements with holders, on behalf of
certain beneficial owners, of our 3.25% notes. Under these agreements, 2,783,725 shares of our common stock and
approximately $8.5 million in cash plus accrued but unpaid interest on the 3.25% notes, were exchanged for
approximately $56.3 million in aggregate principal amount of the 3.25% notes. Following the closing of the
agreement, $63.7 million aggregate principal amount of the 3.25% notes remains outstanding. We recorded a charge
to interest expense in the consolidated financial statements for the loss on debt extinguishment of approximately $1.3
million during the three months ended June 30, 2017.

On July 28, 2017, we amended our Green Plains Trade senior secured asset-based revolving credit facility, to increase
the maximum commitment from $150.0 million to $300.0 million and extend the maturity date to July 28, 2022. The
amended credit facility increases advance rates and modifies the eligible inventory definitions to include additional
commodities and locations. Advances are subject to variable interest rates equal to a daily LIBOR rate plus 2.25% or
the base rate plus 1.25%. The unused portion of the credit facility is also subject to a commitment fee of 0.375% per
annum.

On August 29, 2017, the company entered into a $500.0 million term loan agreement which matures on August 29,
2023, to refinance approximately $405.0 million of total debt outstanding issued by Green Plains Processing and
Fleischmann’s Vinegar, pay associated fees and expenses and for general corporate purposes. The term loan is
guaranteed by the company and substantially all of its subsidiaries, but not Green Plains Partners and certain other
entities, and secured by substantially all of the assets of the company, including 17 ethanol production facilities,
vinegar production facilities and a second priority lien on the assets secured under the revolving credit facilities at
Green Plains Trade, Green Plains Cattle and Green Plains Grain.
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On September 11, 2017, John Neppl joined the company as chief financial officer of Green Plains and Green Plains
Partners, replacing Jerry Peters, who retired. Mr. Peters continues as a member of the board of directors of Green
Plains Holdings LLC, the general partner of Green Plains Partners. Mr. Neppl most recently served as chief financial
officer of The Gavilon Group, LLC and brings extensive experience in commodity processing and trading businesses.

On October 27, 2017, the partnership upsized its revolving credit facility by $40.0 million, from $155.0 million to
$195.0 million, accessing a portion of the $100.0 million accordion in place on the facility.

On November 16, 2017, Green Plains Cattle entered into an amendment of its senior secured asset-based revolving
credit facility with a group of lenders led by Bank of the West and ING Capital LLC. This amendment increased the
revolving commitment under the credit facility by $125.0 million, from $300.0 million to $425.0 million, with an
additional $75.0 million available accordion feature. Additionally, the amendment increased the swing-line sublimit
from $15.0 million to $20.0 million.

During the fourth quarter of 2017, commercial development of the JGP Energy Partners intermodal export and import
fuels terminal in Beaumont, Texas was completed, with storage capacity of 550 thousand barrels to support various
export and domestic grades of ethanol. On December 4, 2017, the first ethanol shipment departed from the terminal.
The company formed the 50/50 joint venture to construct the terminal in June 2016 with Jefferson Ethanol Holdings
LLC, a subsidiary of Fortress Transportation and Infrastructure Investors LLC. Per the omnibus agreement between
Green Plains and the partnership, Green Plains will offer its interest in the joint venture to the partnership no later than
six months after the completion of construction.

During the year, the company repurchased 394,677 shares of common stock for $6.7 million.
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Operating Segments

Ethanol Production Segment

Industry Overview. Ethanol, also known as ethyl alcohol or grain alcohol, is a colorless liquid produced by
fermenting carbohydrates found in a number of different types of grains, such as corn, wheat and sorghum, and other
cellulosic matter found in plants. Most of the ethanol produced in the United States is made from corn because it
contains large quantities of carbohydrates that convert into glucose more easily than most other kinds of biomass,
which can be handled efficiently and is in greater supply than other grains. According to the USDA, on average, one
bushel, or 56 pounds, of corn, produces approximately 2.7 gallons of ethanol, 17.5 pounds of distillers grains and 0.7
pounds of corn oil. Outside of the United States, sugarcane is the primary feedstock used to produce ethanol.

Ethanol is a significant component of the biofuels industry, which includes all transportation fuels derived from
renewable biological materials. Biofuels are an excellent oxygenate and source of octane. When added to
petroleum-based transportation fuels, oxygenates reduce vehicle emissions. Ethanol is the most economical oxygenate
and source of octanes available on the market and its production costs are competitive with gasoline.

Ethanol Plants. We operate 17 dry mill ethanol production plants, located in nine states, that produce ethanol,
distillers grains and corn oil:

Initial Operation or Plant Production
Plant Acquisition Date  Technology Capacity (mmgy)
Atkinson, Nebraska June 2013 Delta-T 55
Bluffton, Indiana (1) Sept. 2008 ICM 120
Central City, Nebraska July 2009 ICM 116
Fairmont, Minnesota  Nov. 2013 Delta-T 119
Hereford, Texas Nov. 2015 ICM/Lurgi 100
Hopewell, Virginia Oct. 2015 Katzen 60
Lakota, Iowa Oct. 2010 ICM/Lurgi 124
Madison, Illinois Sept. 2016 Vogelbusch 90
Mount Vernon, Indiana Sept. 2016 Vogelbusch 90
Obion, Tennessee (1)  Nov. 2008 ICM 120
Ord, Nebraska July 2009 ICM 65
Otter Tail, Minnesota  Mar. 2011 Delta-T 55
Riga, Michigan Oct. 2010 Delta-T 60
Shenandoah, Iowa (1)  Aug. 2007 ICM 82
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Superior, lowa (1) July 2008 Delta-T 60
Wood River, Nebraska Nov. 2013 Delta-T 121
York, Nebraska Sept. 2016 Vogelbusch 50
Total 1,487

(1) We constructed these four plants; all other ethanol plants were acquired.

Our business is directly affected by the supply and demand for ethanol and other fuels in the markets served by our
assets. Miles driven typically increases during the spring and summer months related to vacation travel, followed
closely behind the fall season due to holiday travel.

The majority of our plants are equipped with industry-leading ICM or Delta-T ethanol processing technology. Our
years of experience building, acquiring and operating these technologies provides us with a deep understanding of
how to effectively and efficiently manage both platforms for maximum performance.

Corn Feedstock and Ethanol Production. Our plants use corn as feedstock in a dry mill ethanol production process.
Each of our plants requires approximately 17 million to 43 million bushels of corn annually, depending on its
production capacity. The price and availability of corn are subject to significant fluctuations driven by a number of
factors that affect commodity prices in general, including crop conditions, weather, governmental programs, freight
costs and global demand. Ethanol producers are generally unable to pass increased corn costs to customers since
ethanol competes with other fuels.

Our corn supply is obtained primarily from local markets. We use cash and forward purchase contracts with grain
producers and elevators to buy corn. We maintain direct relationships with local farmers, grain elevators and

cooperatives, which serve as our primary sources of grain feedstock, at 14 of our ethanol plants. Most farmers in close
proximity of our plants store corn in their own storage facilities. This allows us to purchase much of the corn we need

directly from farmers

6
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throughout the year. At three of our ethanol plants, we contract with a third-party grain originator to supply the corn
necessary for ethanol production. These contracts terminate between August 2019 and November 2023. Each of our
plants is also situated on rail lines or has other logistical solutions to access corn supplies from other regions of the
country should local supplies become insufficient.

Corn is received at the plant by truck or rail then weighed and unloaded into a receiving building. Grain storage
facilities are used to inventory grain that is passed through a scalper to remove rocks and debris prior to processing.
The corn is then transported to a hammer mill where it is ground into coarse flour and conveyed into a slurry tank for
enzymatic processing. Water, heat and enzymes are added to convert the complex starch molecules into simpler
carbohydrates. The slurry is heated to reduce the potential of microbial contamination and pumped into a liquefaction
tank where additional enzymes are added. Next, the grain slurry is pumped into fermenters, where yeast, enzymes, and
nutrients are added and the fermentation process is started. A beer column, within the distillation system, separates the
alcohol from the spent grain mash. The alcohol is dehydrated to 200-proof alcohol and either pumped into a holding
tank and blended with approximately 2% denaturant as it is pumped into finished product storage tanks, or marketed
as undenatured ethanol.

Distillers Grains. The spent grain mash is pumped from the beer column into a decanter-type centrifuge for
dewatering. The water, or thin stillage, is pumped from the centrifuge into an evaporator, where it is dried into a thick
syrup. The solids, or wet cake, that exit the centrifuge are conveyed to the dryer system and dried at varying
temperatures to produce distillers grains. Syrup may be reapplied to the wet cake prior to drying to provide additional
nutrients. Distillers grains, the principal co-product of the ethanol production process, are used as high-protein,
high-energy animal feed and marketed to the dairy, beef, swine and poultry industries.

We can produce three forms of distillers grains, depending on the number of times the solids are passed through the
dryer system:

- wet distillers grains, which contain approximately 65% to 70% moisture, have a shelf life of approximately three
days and is therefore sold to dairies or feedlots within the immediate vicinity;

- modified wet distillers grains, which is dried further to approximately 50% to 55% moisture, have a shelf life of
approximately three weeks and are marketed to regional dairies and feedlots; and

- dried distillers grains, which have been dried more extensively to approximately 10% to 12% moisture, have an
almost indefinite shelf life and may be stored, sold and shipped to any market.

Corn Oil. Corn oil systems extract non-edible corn oil from the thin stillage evaporation process immediately before
the production of distillers grains. Corn oil is produced by processing the syrup and evaporated thin stillage through a
decanter-style, or disk-stack, centrifuge. The centrifuges separate the relatively light corn oil from the heavier
components of the syrup, eliminating the need for significant retention time. We extract approximately 0.7 pounds of
corn oil per bushel of corn used to produce ethanol. Industrial uses for corn oil include feedstock for biodiesel,
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livestock feed additives, rubber substitutes, rust preventatives, inks, textiles, soaps and insecticides. The syrup is
blended into wet, modified wet or dried distillers grains.

Natural Gas. Depending on production parameters, our ethanol plants use approximately 20,000 to 40,000 BTUs of
natural gas per gallon of production. We have service agreements to acquire the natural gas we need and transport the
gas through pipelines to our plants.

Electricity. Our plants require between 0.5 and 1.5 kilowatt hours of electricity per gallon of production. Local
utilities supply the necessary electricity to all of our ethanol plants.

Water. While some of our plants satisfy a majority of their water requirements from wells located on their respective
properties, each plant also obtains drinkable water from local municipal water sources. Each facility either uses city
water or operates a filtration system to purify the well water that is used for its operations. Local municipalities supply
all of the necessary water for our plants that do not have onsite wells. Much of the water used in an ethanol plant is
recycled in the production process.

Agribusiness and Energy Services Segment

Our agribusiness and energy services segment includes four grain elevators in four states with combined grain storage
capacity of approximately 10.1 million bushels, and grain storage at our ethanol plants of approximately 49.5 million
bushels, detailed in the following table:

7
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On-Site Grain Storage Capacity

Facility Location (thousands of bushels)
Grain Elevators

Archer, Nebraska 1,246

Essex, Iowa 3,841

Hopkins, Missouri 2,713

Kismet, Kansas 2,328

Ethanol Plants

Atkinson, Nebraska 5,109
Bluffton, Indiana 4,789
Central City, Nebraska 1,400
Fairmont, Minnesota 1,611

Hereford, Texas 4913
Hopewell, Virginia 1,043
Lakota, Iowa 5,402
Madison, Illinois 1,015
Mount Vernon, Indiana 1,034
Obion, Tennessee 8,168
Ord, Nebraska 2,321
Otter Tail, Minnesota 2,772
Riga, Michigan 2,432
Shenandoah, Towa 886
Superior, lowa 2,955
Wood River, Nebraska 3,293
York, Nebraska 347
Total 59,618

We buy bulk grain, primarily corn and soybeans, from area producers, and provide grain drying and storage services
to those producers. At certain locations, the grain is used as feedstock for our ethanol plants or sold to grain
processing companies and area livestock producers. Bulk grain commodities are traded on commodity exchanges.
Inventory values are affected by changes in these markets and spreads. To mitigate risks related to market fluctuations
from purchase and sale commitments of grain, as well as grain held in inventory, we enter into exchange-traded
futures and options contracts that function as economic hedges at times.

Seasonality is present within our agribusiness operations. The fall harvest period typically results in higher handling
margins and stronger financial results during the fourth quarter of each year.
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Through Green Plains Trade, we market the ethanol we and a third party produce to local, regional, national and
international customers. We also purchase ethanol from independent producers for pricing arbitrage. We sell to
various markets under sales agreements with integrated energy companies; retailers, traders and resellers in the United
States and buyers for export to Brazil, Canada, Europe and other international markets. Under these agreements,
ethanol is priced under fixed and indexed pricing arrangements.

Also through Green Plains Trade, we market wet and modified wet distillers grains to local markets and dried
distillers grains to local, national and international markets. The bulk of our demand is delivered to geographic regions
that do not have significant local corn or distillers grains production.

Our markets can be further segmented by geographic region and livestock industry. Most of our wet and modified wet
distillers grains are sold to midwestern feedlot markets. A substantial amount of dried distillers grains are shipped by
barge, containers and rail to regional and national markets, as well as international markets. Our dried distillers grains
are shipped to feedlots and poultry markets, as well as Texas and West Coast rail markets. Some of our distillers
grains are shipped by truck to dairy, beef, and poultry operations in the eastern United States. We also ship by railcar
to eastern and southeastern feed mills, poultry and dairy operations, and domestic trade companies. We sell dried
distillers grains directly to international markets and indirectly to exporters for shipment. In 2017, we exported
approximately 9% of our distillers grains production, with the largest export markets for distillers grains being
Vietnam and Thailand. Access to diversified markets allows us to sell product to customers offering the highest net
price.
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Our corn oil is sold primarily to biodiesel plants and, to a lesser extent, feedlot and poultry markets. We transport our
corn oil by truck to locations in a close proximity to our ethanol plants primarily in the southeastern and midwestern
regions of the United States. We also transport corn oil by rail and barges to national markets as well as to exporters
for shipment on vessels to international markets.

Through Green Plains Trade, we provide marketing services of natural gas to our ethanol plants and to other third
parties including the procurement of both the pipeline capacity and natural gas. We also enhance the value by
aggregating volumes at various storage facilities which can be sold to either the plants or various intermediary markets
and end markets.

Our railcar fleet for the agribusiness and energy services segment consists of approximately 920 leased hopper cars to
transport distillers grains and approximately 100 leased tank cars to transport corn oil and crude oil. The initial terms
of the lease contracts are for periods up to ten years.

Food and Ingredients Segment

Cattle feeding operations. Our cattle feeding operations have the capacity to support approximately 258,000 head of
cattle and 9.6 million bushels of grain storage capacity.

Initial Operation or On-Site Cattle Capacity On-Site Grain Storage Capacity
Facility Location Acquisition Date  (thousands of cattle) (thousands of bushels)

Kismet, Kansas June 2014 73 2,193
Hereford, Texas March 2017 30 -

Leoti, Kansas May 2017 106 4,345
Eckley, Colorado May 2017 49 3,070

We purchase feeder cattle from producers, order buyers and livestock auctions, the majority of which are from
Kansas, Missouri, Oklahoma and Texas. Generally, our feeder cattle are purchased at weights between 650 and 950
pounds. We typically feed the feeder cattle for approximately 160 days prior to selling to large beef processors at
prices determined by the market, adjusted for quality. Bulk cattle commodities are traded on commodity exchanges.
Inventory values are affected by changes in these markets and the spreads between feeder and live cattle futures. To
mitigate risks related to market fluctuations from purchase and sale commitments of cattle and cattle held in
inventory, we enter into exchange-traded futures and options contracts that function as economic hedges at times.
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Vinegar operations. Fleischmann’s Vinegar is a liquid, natural specialty ingredients company serving a range of
markets and end-use applications, including food and beverage flavoring ingredients, meat preservatives,
antimicrobials, bio-herbicides, and cleaning products across the food, beverage, agricultural, industrial and consumer
markets. Vinegar is sold primarily to major food industry participants, including leading branded food companies,
private label food manufacturers and companies serving the foodservice channel. Our products appeal to both food
and non-food end market applications and are comprised of white distilled vinegar and numerous specialty vinegars,
including balsamic, red wine, white wine, cider and other varietals for retail and industrial uses. We have a dedicated
research and development team, with extensive experience in food science and agriculture, that can develop
innovative products and technology to meet the needs of customers for various specialized end-markets.

Our vinegar operations include seven production facilities, which are located in Alabama, California, Illinois,
Maryland, Missouri and New York, and three distribution warehouses, which are located in California, Oregon and
Texas. All of our production facilities use food-grade ethanol as the primary production input.

Food-grade corn oil production. Our food-grade corn oil operations focus on shipping corn oil from facilities across
the Midwest by rail or barge to terminal facilities located in the southern United States. Once the corn oil arrives at the
terminal facility, it is unloaded and consolidated into set volumes and prepared for shipment by vessel. The corn oil is
then shipped to independent refiners outside the United States for refining into a refined, bleached, dewaxed and
deodorized food-grade product. This finished product is then shipped by vessel or container to our various

customers. In addition, we also execute trade volumes of corn o0il and soybean oil in both domestic and international
markets.

Partnership Segment

Our partnership segment provides fuel storage and transportation services through (i) 39 ethanol storage facilities
located at or near our 17 ethanol production plants, (ii) eight fuel terminal facilities located near major rail lines, and
(iii) a leased railcar fleet and other transportation assets.

9
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Transportation and Delivery. Most of our ethanol plants are situated near major highways or rail lines to ensure
efficient movement. We are able to move product from our ethanol plants to bulk terminals via truck, railcar or barge.
We also manage the logistics and transportation requirements of our customers to improve our fleet’s efficiency and
reduce operating costs.

Deliveries within 150 miles of our plants and the partnership’s fuel terminal facilities are generally transported by
truck. Deliveries to distant markets are shipped using major U.S. rail carriers that can switch cars to other major
railroads, allowing our plants to ship product throughout the United States.

To meet the challenge of marketing ethanol and distillers grains to diverse market segments, several of our plants are
capable of simultaneously handling more than 150 railcars. Some of our locations have large loop tracks with unit
train loading capabilities for both ethanol and dried distillers grains and spurs to connect the loop to the mainline or
allow the movement and storage of railcars on site.

The partnership’s railcar fleet consists of approximately 3,500 leased tank cars for the transportation of ethanol. The
initial terms of the lease contracts are for periods up to ten years.

To optimize the partnership’s railcar assets, we transport products other than ethanol depending on market
opportunities and have used a portion of our railcar fleet to transport crude oil for third parties and to lease railcars to
other users.

Terminal and Distribution Services. Ethanol is transported from the partnership’s terminals to third-party terminal
racks where it is blended with gasoline and transferred to the loading rack for delivery by truck to retail gas stations.
The partnership owns and operates fuel holding tanks and terminals, and provide terminal services and logistics
solutions to markets that do not have efficient access to renewable fuels. The partnership operates fuel terminals at one
owned and seven leased locations in seven states with combined storage capacity of approximately 7.4 mmg and
throughput capacity of approximately 822 mmgy. We also have 39 ethanol storage facilities located at or near our 17
ethanol production plants with a combined storage capacity of approximately 38.6 mmg to support current ethanol
production capacity of approximately 1.5 bgy.
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Facility Location

Fuel Terminals
Birmingham, Alabama - Unit Train Terminal
Birmingham, Alabama - Other
Bossier City, Louisiana
Collins, Mississippi

Little Rock, Arkansas
Louisville, Kentucky
Nashville, Tennessee
Oklahoma City, Oklahoma
Ethanol Plants

Atkinson, Nebraska (1)
Bluffton, Indiana

Central City, Nebraska
Fairmont, Minnesota
Hereford, Texas
Hopewell, Virginia
Lakota, Iowa

Madison, Illinois

Mount Vernon, Indiana
Obion, Tennessee

Ord, Nebraska

Otter Tail, Minnesota
Riga, Michigan
Shenandoah, Iowa
Superior, lowa

Wood River, Nebraska
York, Nebraska

Total

- Form 10-K

Storage Capacity
(thousands of gallons)

6,542
120
180
180
30

60
160
150

2,074
3,000
2,250
3,124
4,406
761
2,500
2,855
2,855
3,000
1,550
2,000
1,239
1,524
1,238
3,124
1,100
46,022

(1) The ethanol storage facilities are located approximately 16 miles from the ethanol plant.
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For more information about our segments, refer to Item 7. - Management’s Discussion and Analysis of Financial
Condition and Results of Operations in this report.

Our Competition

Domestic Ethanol Competitors

We are the second largest consolidated owner of ethanol plants in the United States. We compete with other domestic
ethanol producers in a relatively fragmented industry. Our competitors also include plants owned by farmers, oil
refiners and retail fuel operators. These competitors may continue to operate their plants even when market conditions
are not favorable due to the benefits realized from their other operations.

In 2017, the top five producers operated 89 plants and accounted for approximately 44% of the domestic production
capacity with production capacities ranging from 800 mmgy to 1,700 mmgy. Approximately half of the 212 plants in
the United States are standalone facilities and accounted for approximately 34% of domestic production capacity.

Demand for corn from ethanol plants and other corn consumers exists in all areas and regions in which we operate.
According to the Renewable Fuels Association, there were 133 operational plants in the states where we have
production facilities, including Illinois, Indiana, lowa, Michigan, Minnesota, Nebraska, Tennessee, Texas and
Virginia, as of January 23, 2018. The largest concentration of operational plants is located in Illinois, lowa and
Nebraska, where 51% of all operational production capacity is located.

Foreign Ethanol Competitors

We also compete globally with production from other countries. Brazil is the second largest ethanol producer in the
world after the United States. Brazil produces ethanol made from sugarcane, which may be less expensive to produce
than ethanol made from corn depending on feedstock prices. Under RFS II, certain parties are obligated to meet an
advanced biofuel standard. In recent years, sugarcane ethanol imported from Brazil has been one of the most
economical means for obligated parties to meet this standard. Any significant additional ethanol production capacity
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could create excess supply in world markets, resulting in lower ethanol prices throughout the world, including the
United States.

Other Competition

Alternative fuels, gasoline oxygenates and ethanol production methods are continually under development. Ethanol
production technologies also continue to evolve. We expect changes to occur primarily in the area of cellulosic
ethanol, which is made from biomass such as switch grass or fast-growing poplar trees. Since all of our plants are
designed as single-feedstock facilities, adapting our plants for a different feedstock or process system would require
additional capital investments and retooling which could be cost prohibitive.

In addition, we compete with other cattle feeding operations and vinegar producers in competitive markets. Through
our acquisition of Fleischmann’s Vinegar in 2016, we now operate one of the world’s largest manufacturers and
marketers of food-grade industrial vinegar. Additionally, following the acquisitions of the Hereford, Texas; Leoti,
Kansas and Eckley, Colorado cattle-feeding operations, we now operate one of the largest cattle-feeding operations in
the United States.

Regulatory Matters

Government Ethanol Programs and Policies

In the United States, the federal government mandates the use of renewable fuels under RFS II. The EPA assigns
individual refiners, blenders and importers the volume of renewable fuels they are obligated to use based on their
percentage of total fuel sales. The EPA has the authority to waive the mandates in whole or in part if there is
inadequate domestic renewable fuel supply or the requirement severely harms the economy or environment.

RFS 1II has been a driving factor in the growth of ethanol usage in the United States. When RFS II was established in
October 2010, the required volume of renewable fuel to be blended with gasoline was to increase each year until it
reached 15.0 billion gallons in 2015, which left the EPA to address existing limitations in both supply (ethanol
production) and demand (usage of ethanol blends in older vehicles). On November 30, 2017, the EPA announced the
final 2018 renewable volume obligations for conventional ethanol, which met the 15.0-billion-gallon congressional
target.
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According to RFS 1I, if mandatory renewable fuel volumes are reduced by at least 20% for two consecutive years, the
EPA is required to modify, or reset, statutory volumes through 2022. While conventional ethanol maintained 15
billion gallons, 2018 is the first year the total proposed RVOs are more than 20% below statutory volumes levels.
Thus, the EPA Administrator directed his staff to initiate the required technical analysis to perform any future reset
consistent with the reset rules. The reset will be triggered if the 2019 RVOs continue to be more than 20% below the
statutory levels, and the EPA will be required to modify statutory volumes through 2022 within one year of the trigger
event, based on the same factors used to set the RVOs post-2022.

Obligated parties use RINs to show compliance with RFS-mandated volumes. RINs are attached to renewable fuels by
producers and detached when the renewable fuel is blended with transportation fuel or traded in the open market. The
market price of detached RINs affects the price of ethanol in certain markets and influences the purchasing decisions
by obligated parties. In November 2017, the EPA denied a petition to change the point of obligation under RFS II to
the parties that own the gasoline before it is sold.

For further discussion see Item 7 — Management’s Discussion and Analysis of Financial Condition and Results of
Operations.

Environmental and Other Regulation

Our ethanol production, agribusiness and energy services, and food and ingredients segment activities are subject to
environmental and other regulations. We obtain environmental permits to operate our plants and other facilities.

Ethanol production involves the emission of various airborne pollutants, including particulate, carbon dioxide, oxides
of nitrogen, hazardous air pollutants and volatile organic compounds. In 2007, the U.S. Supreme Court classified
carbon dioxide as an air pollutant under the Clean Air Act in a case seeking to require the EPA to regulate carbon
dioxide in vehicle emissions, which the EPA later addressed in RFS 1II.

While some of our plants operate as grandfathered at their current authorized capacity under the RFS II mandate,
expansion above these capacities will require a 20% reduction in greenhouse gas emissions from a 2005 baseline
measurement. This may require us to obtain additional permits, achieve the EPA’s efficient producer status under the
pathway petition program for our grandfathered plants, install advanced technology or reduce drying distillers grains.
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CARB adopted LCFS requiring a 10% reduction in average carbon intensity of gasoline and diesel transportation fuels
from 2010 to 2020. After a series of rulings that temporarily prevented CARB from enforcing these regulations, the
State of California Office of Administrative Law approved the LCFS in November 2012, and revised LCFS
regulations took effect in January 2013.

We employ maintenance and operations personnel at each of our plants. In addition to the attention we place on the
health and safety of our employees, the operations of our facilities are regulated by the Occupational Safety and
Health Administration.

For further discussion see Item 7 — Management’s Discussion and Analysis of Financial Condition and Results of
Operations.

BioProcess Algae Joint Venture

We are the majority owner of the BioProcess Algae joint venture, which was formed in 2008. The joint venture is
focused on growing algae in commercially viable quantities using feedstocks that are created as part of our ethanol
production process. The joint venture continues to take steps towards commercialization. We are currently focused on
human and animal nutrition, using proprietary technology to customize specific products, based on proven benefits,
for relevant markets.

Employees

On December 31, 2017, we had 1,427 full-time, part-time, temporary and seasonal employees, including 198
employees at our corporate office in Omaha, Nebraska.
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Available Information

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to
those reports are available on our website at www.gpreinc.com shortly after we file or furnish the information with the
SEC. You can also find the charters of our audit, compensation and nominating committees, as well as our code of
ethics in the corporate governance section of our website. The information found on our website is not part of this or
any other report we file with or furnish to the SEC. For more information on our partnership, please visit
www.greenplainspartners.com. Alternatively, investors may read and copy any materials we file with the SEC at the
SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549 or visit the SEC website at www.sec.gov
to access our reports, proxy and information statements filed with the SEC.

Item 1A. Risk Factors.

We operate in an industry that has numerous risks, many of which are beyond our control or are driven by factors that
cannot always be predicted. Investors should carefully consider all of the risk factors in conjunction with the other
information included in this report as our financial results and condition or market value could be adversely affected if
any of these risks were to occur.

Risks Related to our Business and Industry

Our profitability is dependent on managing the spread between the price of corn, natural gas, ethanol, distillers grains,
corn oil, cattle and vinegar.

Our operating results are highly sensitive to commodity prices, including the spread between the corn, natural gas,
cattle and ethanol we purchase, and the ethanol, distillers grains, corn oil and vinegar we sell. Price and supply are
subject to various market forces, such as weather, domestic and global demand, shortages, export prices, crude oil
prices, currency valuations and government policies in the United States and around the world, over which we have no
control. Price volatility of these commodities may cause our operating results to fluctuate substantially. Increases in
corn or natural gas prices or decreases in ethanol, distillers grains and corn oil prices may make it unprofitable to
operate our ethanol plants. No assurance can be given that we will purchase corn and natural gas or sell ethanol,
distillers grains, corn oil and cattle at or near current prices. Consequently, our results of operations and financial
position may be adversely affected by increases in corn or natural gas prices or decreases in ethanol, distillers grains,
corn oil and cattle prices.
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We continuously monitor the profitability of our ethanol plants and cattle feeding operations using a variety of risk
management tools and hedging strategies, when appropriate. In recent years, the spread between ethanol and corn
prices has fluctuated widely and narrowed significantly. Fluctuations are likely to continue. A sustained narrow spread
or further reduction in the spread between ethanol and corn prices as a result of increased corn prices or decreased
ethanol prices, would adversely affect our results of operations and financial position. Should our combined revenue
from ethanol, distillers grains and corn oil fall below our cost of production, we could decide to slow or suspend
production at some or all of our ethanol plants.

The commodities we buy and sell are subject to price volatility and uncertainty.

Corn. We are generally unable to pass increased corn costs to our customers since ethanol competes with other fuels.
At certain corn prices, ethanol may be uneconomical to produce. Ethanol plants, livestock industries and other
corn-consuming enterprises put significant price pressure on local corn markets. In addition, local corn supplies and
prices could be adversely affected by prices for alternative crops, increasing input costs, changes in government
policies, shifts in global markets or damaging growing conditions, such as plant disease or adverse weather, including
drought.

Natural Gas. The price and availability of natural gas are subject to volatile market conditions. These market
conditions are often affected by factors beyond our control, such as weather, drilling economics, overall economic
conditions and government regulations. Significant disruptions in natural gas supply could impair our ability to
produce ethanol. Furthermore, increases in natural gas price or changes in our cost relative to our competitors cannot
be passed on to our customers which may adversely affect our results of operations and financial position.

Ethanol. Our revenues are dependent on market prices for ethanol which can be volatile as a result of a number of
factors, including: the price and availability of competing fuels; the overall supply and demand for ethanol and corn;
the price of gasoline, crude oil and corn; and government policies.

Ethanol is marketed as a fuel additive that reduces vehicle emissions, an economical source of octanes and, to a lesser
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extent, a gasoline substitute. Consequently, gasoline supply and demand affect the price of ethanol. Should gasoline
prices or demand decrease significantly, our results of operations could be materially harmed.

Ethanol imports also affect domestic supply and demand. Imported ethanol is not subject to an import tariff and, under
RFS II, sugarcane ethanol from Brazil is one of the most economical means for obligated parties to meet the advanced
biofuel standard.

Distillers Grains. Increased U.S. dry mill ethanol production has resulted in increased distillers grains production.
Should this trend continue, distillers grains prices could fall unless demand increases or other market sources are
found. The price of distillers grains has historically been correlated with the price of corn. Occasionally, the price of
distillers grains will lag behind fluctuations in corn or other feedstock prices, lowering our cost recovery percentage.
Additionally, exports of distiller grains could be impacted by the enactment of foreign policy.

Distillers grains compete with other protein-based animal feed products. Downward pressure on commodity prices,
such as soybeans, will generally cause the price of competing animal feed products to decline, resulting in downward
pressure on the price of distillers grains.

Corn Oil. Industrial corn oil is generally marketed as a biodiesel feedstock; therefore, the price of corn oil is affected
by demand for biodiesel. In general, corn oil prices follow the prices of heating oil and soybean oil. Decreases in the
price of corn oil could have an unfavorable impact on our business.

Cattle. The price and availability of feeder cattle are subject to volatile market conditions. These market conditions are
often affected by factors beyond our control, such as weather, overall economic conditions and government
regulations. Significant disruptions in feeder cattle supply could impair our ability to produce consistent results.
Furthermore, increases in spreads between feeder and live cattle futures or changes in our cost relative to our
competitors may adversely affect our results of operations and financial position. In addition, a significant disruption
in cattle processing capacity could impair our ability to market cattle at favorable prices which would affect our
profitability.

Our risk management strategies could be ineffective and expose us to decreased liquidity.
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As market conditions warrant, we use forward contracts to sell some of our ethanol, distillers grains, corn oil, cattle
and vinegar production or buy some of the corn, natural gas, cattle or ethanol we need to partially offset commodity
price volatility. We also engage in other hedging transactions involving exchange-traded futures contracts for corn,
natural gas, cattle and ethanol. The financial impact of these activities depends on the price of the commodities
involved and our ability to physically receive or deliver the commodities.

Hedging arrangements expose us to risk of financial loss when the counterparty defaults on its contract or, in the case
of exchange-traded contracts, when the expected differential between the price of the underlying and physical
commodity changes. Hedging activities can result in losses when a position is purchased in a declining market or sold
in a rising market. Hedging losses may be offset by a decreased cash price for corn and natural gas and an increased
cash price for ethanol, distillers grains and corn oil. We vary the amount of hedging and other risk mitigation
strategies we undertake and sometimes choose not to engage in hedging transactions at all. We cannot provide
assurance that our risk management strategies and decisions effectively offset commodity price volatility. If we fail to
offset such volatility, our results of operations and financial position may be adversely affected.

The use of derivative financial instruments frequently involves cash deposits with brokers, or margin calls. Sudden
changes in commodity prices may require additional cash deposits immediately. Depending on our open derivative
positions, we may need additional liquidity with little advance notice to cover margin calls. While we continuously
monitor our exposure to margin calls, we cannot guarantee we will be able to maintain adequate liquidity to cover
margin calls in the future.

Government mandates affecting ethanol could change and impact the ethanol market.

Under the provisions of the EISA, Congress established a mandate setting the minimum volume of renewable fuels
that must be blended with gasoline under the RFS II, which affects the domestic market for ethanol. The EPA has the
authority to waive the requirements, in whole or in part, if there is inadequate domestic renewable fuel supply or the
requirement severely harms the economy or the environment. After 2022, volumes shall be determined by the EPA in
coordination with the Secretaries of Energy and Agriculture, taking into account such factors as impact on
environment, energy security, future rates of production, cost to consumers, infrastructure, and other factors such as
impact on commodity prices, job creation,
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rural economic development, or impact on food prices.

Our operations could be adversely impacted by legislation or EPA actions, as set forth below or otherwise, that may
reduce the RFS II mandate. Similarly, should federal mandates regarding oxygenated gasoline be repealed, the market
for domestic ethanol could be adversely impacted. Economic incentives to blend based on the relative value of
gasoline versus ethanol, taking into consideration the octane value of ethanol, environmental requirements and the
RFS II mandate, may affect future demand. A significant increase in supply beyond the RFS II mandate could have an
adverse impact on ethanol prices. Moreover, changes to RFS II could negatively impact the price of ethanol or cause
imported sugarcane ethanol to become more economical than domestic ethanol.

On July 5, 2017, the EPA proposed maintaining the RVOs for conventional ethanol at 15.0 billion gallons while
lowering the volume obligations for advanced alternatives, reducing the overall biofuel target to 19.24 billion gallons
for 2018. On September 26, 2017, the EPA issued a Notice of Data Availability for comment, proposing to further
reduce the 2018 advanced biofuel volume requirement by 315 mmg, to 3.77 billion gallons, and the total renewable
fuel requirement to 18.77 billion gallons, leaving conventional ethanol at 15.0 billion gallons. According to RFS I, if
mandatory renewable fuel volumes are reduced by at least 20% for two consecutive years, the EPA is required to
modify, or reset, statutory volumes through 2022. While conventional ethanol maintained 15 billion gallons, 2018 is
the first year the total proposed RVOs are more than 20% below statutory volumes levels. Thus, the EPA
Administrator directed his staff to initiate the required technical analysis to perform any future reset consistent with
the reset rules. The reset will be triggered if the 2019 RVOs continue to be more than 20% below the statutory levels,
and the EPA will be required to modify statutory volumes through 2022 within one year of the trigger event, based on
the same factors used to set the RVOs post-2022.

The U.S. Federal District Court for the D.C. Circuit ruled on July 28, 2017, in favor of the Americans for Clean
Energy and its petitioners against the EPA related to its decision to lower the 2016 volume requirements. The Court
concluded the EPA erred in how it interpreted the “inadequate domestic supply” waiver provision of RES II, which
authorizes the EPA to consider supply-side factors affecting the volume of renewable fuel available to refiners,
blenders, and importers to meet the statutory volume requirements. The waiver provision does not allow the EPA to
consider the volume of renewable fuel available to consumers or the demand-side constraints that affect the
consumption of renewable fuel by consumers. As a result, the Court vacated the EPA’s decision to reduce the total
renewable fuel volume requirements for 2016 through its waiver authority, which the EPA is expected to address. We
believe this decision will benefit the industry overall, with the EPA's waiver analysis now limited to supply
considerations only, and expect the primary impact will be on the RINs market.

On October 19, 2017, the EPA Administrator reiterated his commitment to the text and spirit of the RFS II. In a letter
to seven Senators from the Midwestern states, among other topics, he stated the EPA is actively exploring its authority
to issue an RVP waiver and will not be pursuing action on RINs involving ethanol exports. Moreover, on November
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22,2017, the EPA issued a Notice of Denial of Petitions for rulemaking to change the RFS point of obligation which
resulted in the EPA confirming the point of obligation will not change.

Valero Energy and refining trade group American Fuel and Petrochemical Manufacturers (AFPM) have challenged

the EPA’s handling of the U.S. biofuel mandate in separate actions on January 26, 2018. AFPM is asking the D.C. U.S.
Court of Appeals to review the EPA’s November 2017 decision to reject proposed changes to the structure of the RFS,
including moving the point of obligation from refiners and importers of fuel to fuel blenders. Valero filed two

petitions with the same court, one seeking review of the annual Renewable Volume Obligation (RVO) rule set by
EPA’s for 2018 and 2019, which dictates the volumes of renewable fuels to be blended in the coming years, and a
second arguing against the EPA’s December 2017 assertion that the agency has fulfilled its duty to periodically review
the RFS as directed by statute.

Future demand may be influenced by economic incentives to blend based on the relative value of gasoline versus
ethanol, taking into consideration the octane value of ethanol, environmental requirements and the RFS II mandate. A
significant increase in supply beyond the RFS II mandate could have an adverse impact on ethanol prices. Moreover,
any changes to RFS II originating from issues associated with the market price of RINs could negatively impact the
demand for ethanol, discretionary blending of ethanol and/or the price of ethanol.

Flexible-fuel vehicles, which are designed to run on a mixture of fuels such as E85, receive preferential treatment to
meet corporate average fuel economy standards in the form of CAFE credits. Flexible-fuel vehicle credits have been
decreasing since 2014 and will be completely phased out by 2020. Absent CAFE preferences, auto manufacturers may
not be willing to build flexible-fuel vehicles, reducing the growth of E85 markets and resulting in lower ethanol
prices.

To the extent federal or state laws or regulations are modified, the demand for ethanol may be reduced, which could
negatively and materially affect our ability to operate profitably.
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If the United States were to withdraw from or materially modify NAFTA or certain other international trade
agreements, our business, financial condition and results of operations could be materially adversely affected.

Ethanol and other products that we produce are sold into Canada, Mexico and other countries with trade agreements
with the United States. The current administration has expressed antipathy towards certain existing international trade
agreements, including NAFTA, and made comments suggesting that they support significantly increasing tariffs on
goods imported into the United States, which in turn may lead to retaliatory actions on US exports. As of the date of
this Form 10-K, it remains unclear what the outcomes may be of NAFTA trade regulations, other international trade
agreements and tariffs on various goods imported into the United States. If the United States were to withdraw from or
materially modify NAFTA or other international trade agreements to which it is a party, or if tariffs were raised on the
foreign-sourced goods that lead to retaliatory actions, it could have material adverse effect on our business, financial
condition and results of operations.

Future demand for ethanol is uncertain and changes in public perception, consumer acceptance and overall consumer
demand for transportation fuel could affect demand.

While many trade groups, academics and government agencies support ethanol as a fuel additive that promotes a
cleaner environment, others claim ethanol production consumes considerably more energy, emits more greenhouse
gases than other biofuels and depletes water resources. Some studies suggest ethanol produced from corn is less
efficient than ethanol produced from switch grass or wheat grain. Others claim corn-based ethanol negatively impacts
consumers by causing the prices of dairy, meat and other food derived from corn-consuming livestock to increase.
Ethanol critics also contend the industry redirects corn supplies from international food markets to domestic fuel
markets.

There are limited markets for ethanol beyond the federal mandates. Further consumer acceptance of E15 and E85 fuels
may be necessary before ethanol can achieve significant market share growth. Discretionary and E85 blending are
important secondary markets. Discretionary blending is often determined by the price of ethanol relative to gasoline.
When discretionary blending is financially unattractive, the demand for ethanol may be reduced.

Demand for ethanol is also affected by overall demand for transportation fuel, which is affected by cost, number of
miles traveled and vehicle fuel economy. Consumer demand for gasoline may be impacted by emerging transportation
trends, such as electric vehicles or ride sharing. Additionally, factors such as over-supply of product could negatively
impact demand for ethanol. Reduced demand for ethanol may depress the value of our products, erode our margins,
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and reduce our ability to generate revenue or operate profitably.

Our business is directly affected by the supply and demand for ethanol and other fuels in the markets served by our
assets. Miles traveled typically increases during the spring and summer months related to vacation travel, followed
closely behind the fall season due to holiday travel. Additionally, reduced demand for ethanol may erode our margins
and reduce our ability to generate revenue and operate profitably.

We may fail to realize the anticipated benefits of mergers, acquisitions, joint ventures or partnerships.

We have increased the size and diversity of our operations significantly through mergers and acquisitions and intend

to continue exploring potential growth opportunities. Acquisitions involve numerous risks that could harm our
business, including:

- difficulties integrating the operations, technologies, products, existing contracts, accounting processes and personnel
and realizing anticipated synergies of the combined business;
- risks relating to environmental hazards on purchased sites;
- risks relating to developing the necessary infrastructure for facilities or acquired sites, including access to rail
networks;
difficulties supporting and transitioning customers;
diversion of financial and management resources from existing
operations;
the purchase price exceeding the value realized;
risks of entering new markets or areas outside of our core competencies;
- potential loss of key employees, customers and strategic alliances from our existing or acquired business;
unanticipated problems or underlying liabilities; and
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inability to generate sufficient revenue to offset acquisition and development costs.

The anticipated benefits of these transactions may not be fully realized or take longer to realize than expected.

We may also pursue growth through joint ventures or partnerships, which typically involve restrictions on actions that
the partnership or joint venture may take without the approval of the partners. These provisions could limit our ability
to manage the partnership or joint venture in a manner that serves our best interests.

Future acquisitions may involve issuing equity as payment or to finance the business or assets, which could dilute
your ownership interest. Furthermore, additional debt may be necessary to complete these transactions, which could
have a material adverse effect on our financial condition. Failure to adequately address the risks associated with

acquisitions or joint ventures could have a material adverse effect on our business, results of operations and financial
condition.

Our debt exposes us to numerous risks that could have significant consequences to our shareholders.

Risks related to the level of debt we have include:

- requiring a substantial portion of cash to be dedicated for debt service, reducing the availability of cash flow for
working capital, capital expenditures, and other general business activities and limiting our ability to invest in new
growth opportunities;

- limiting our ability to obtain additional financing for working capital, capital expenditures, acquisitions and other
activities;
limiting our flexibility to plan for or react to changes in the businesses and industries in which we operate;
increasing our vulnerability to general and industry-specific adverse economic conditions;

- being at a competitive disadvantage against less leveraged competitors;
being vulnerable to increases in prevailing interest rates;

- subjecting all or substantially all of our assets to liens, which means there may be no assets left for shareholders in
the event of a liquidation; and
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