Introduction

The economic impact of Glacial Lakes Energy (“GLE”) isn’t just about jobs. Rather, it's more about
adding higher value to an agricultural commodity (corn) that, otherwise, would be shipped out of state
where that value-add opportunity is captured elsewhere or not at all. Collectively, the GLE four-plant
footprint consisting of production facilities in Aberdeen, Huron, Mina, and Watertown employs
approximately 190 persons and the economic opportunity these four plants generate for agriculture and
main street businesses far exceeds the benefit of these jobs. Of course, this economic impact is not just
exclusive to GLE, it is repeated throughout South Dakota where other ethanol companies operate. The
following summary outlines a few of the areas that are impacted.

Ethanol’s Economic Impact in South Dakota (2012)

A study titled, “The Economic Impact of the Ethanol industry on the South Dakota Economy in 2012”
{“Study”), was conducted in 2012 by Drs. Gary Taylor and Lisa Elliot both of whom are Assistant
Professors of Economics at South Dakota State University (http://sdethanol.com/wp-
content/uploads/2015/01/The-Economic-lmpact-of-the-Ethanol-industry-on-the-South-Dakota-
Economy.pdf). The Study indicates a direct and indirect economic impact of approximately $3.8 billion
from the state’s production of over 1.0 billion gallons of ethanol. On a pro-rata basis, that would
suggest an economic benefit of approximately $3.80 for each gallon of production. Back then, GLE’s
current footprint in Watertown, Mina, Aberdeen and Huron would have accounted for approximately
285 million gallons or 28.5% of the total ethanol production. This would suggest that GLE’s share of the
economic benefit would be approximately $1.1 billion of the $3.8 billion total. A further dissection of
that figure would be assigned as follows (based upon production volumes listed in the Study):

e Aberdeen & Mina (combined) = $581 million;

s  Watertown = $380 million;

e Huron = 5122 million;

The Study is ten years old. Since that time, GLE’s production volumes have significantly increased,
production costs have risen, and efficiency and technologies have substantially improved. Therefore,
it's likely that GLE’s economic impact has exponentially grown from the estimated $1.1 billion derived
from the Study. Case in point, GLE’s aggregate production across its four plants was 356 million gallons
as of its most recent fiscal year (August 31, 2021) compared to the 285 million gallons in the Study, for
an aggregate growth rate of 25%. Also, GLE has invested tens of millions in new technology and capital
projects to increase efficiencies and diversify revenue. For example, GLE realized $3.9 million in annual
corn oil revenue as of August 31, 2012 while that same revenue source as of August 31, 2021 was $41.8

million.

Corn - Local Basis

The average local corn basis, also known as the difference between the local market price and the
market price posted on the Chicago Board of Trade (CBOT), has increased substantially during the period
in which the ethanol industry has grown and matured. Since the local corn basis is typically a negative
value, this has put hundreds of millions of dollars in corn producer’s pockets who spend it on South
Dakota’s main streets. Using the averages from GLE’s primary draw areas around Watertown &
Aberdeen from 2000 (before the industry was built) compared to 2022, there has been an increase of
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approximately $0.40 per bushel in the average local corn basis during the past twenty years. Given
that, each year, GLE purchases approximately 125 million bushels or 15-20% of the state’s annual corn
production of approximately 750 million bushels, this equates to an annual benefit of $50.0 million in
additional cash in circulation in the communities in which GLE operates. Since the local corn basis
generally trends consistently throughout the state, this benefit is duplicated around the entire state of
South Dakota.

Land Values

The ethanol industry has undoubtedly created a higher demand for locally grown corn. Producers have
responded by adopting more advanced precision planting and growing strategies to grow more bushels
on each acre in production, in essence, increasing the efficiency of each acre. As a result, the statewide
per-acre value of non-irrigated cropland has increased by an average annual rate of 8.1% annually since
1991 {source SDSU Extension website). If that increase is segregated to the ethanol industry growth
years (for example, since 2005), the per-acre values are even higher. Again, the ethanol industry has,
without a doubt, created a higher demand for corn which has led to an increase in wealth of South
Dakota landowners.



Appendix ll. Historical Data on Agricultural Land Values and Cash Rental Rates by land
use by regi{m SD, 1991-2020 {appendix table 2 and 3)

Appsndix Table 2. Average reported value and annual percentage change i value of South Dakata agrcultural land

by type of Iand by region, February, 1891-2020.
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Sharehoider Returns

Glacial lakes Corn Processors (“GLCP”}, the cooperative which owns 100% of all four GLE production
plants, has approximately 4,200 shareholders scattered across the US with the higher concentrations of



investors in eastern South Dakota. Every shareholder has one vote regardless of ownership level and, as
a result, there are no majority shareholders, only those with differing levels of investment. Investors are
corn producers, retirees, and “main street” business owners whose livelihood depends on agriculture
and the returns the ethanol industry can generate.

Since 2003, GLCP has paid out nearly $330 million in cash dividends derived from operating

profits. Early on, the industry received direct financial support from state and federal sources in the
form of per-gallon production incentives, however, that support has long expired and is no longer being
received. These dollars are sent out to shareholders who make major purchases or, in some other way,
spend the money in ways that boost local economies and the economic health of the entire state as
well. The heaviest concentrations of share ownership reside in the following counties (in ranking
order): Codington, Hamlin, Clark, Minnehaha, Spink, Brookings, Brown, Kingsbury, Deuel, Hutchison,
Beadle, and Faulk. In fact, just short of 80% of the shares are owned within the aforementioned
counties so when cash distributions are made, these counties benefit most.

State & Local Taxes

With a production facility in Beadle, Brown, Codington, and Edmunds County each, GLE pays annual
property taxes of approximately $850,000-$900,000 to those counties. In addition, since a majority of
the goods and services necessary to the production of ethanol are taxed under SD sales and excise tax
rules, another estimated $4.0-85.0 million in annual sales and excise taxes are paid. It should be noted
that this figure does NOT include any sales and excise taxes paid on large capital projects.

Employment

Admittedly, GLE” employee numbers are not as robust as some employers, however, the jobs are stable,
well paying positions. The annual payroll (wages) of GLE for its four plant footprint is approximately
$13.0 million for 190 positions which is an average of nearly $70,000 per year per position (before
benefits) across all positions.

Capital Projects

Production agriculture and agricultural processing are very capital intensive industries. Generally when
projects are evaluated, the GLE Board and management team are contemplating the spend of not
thousands but millions of dolfars for a particular capital project. In GLE’s short 20 year history, excluding
the expansion of the Watertown plant in 2007, the addition of the Mina plant in 2008, and the purchase
of the Huron and Aberdeen plants in 2019, approximately $130.0 million has been spent in capital
projects across the four plants. :



