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Introducing our new CEO, Mike Jerke.

Tell us a bit about yourself and
background.

I was raised in Cedar Falls, Iowa and graduated
from Iowa State University. My parents worked
in town but both grew up in farming families and
had a strong connection to agriculture. When I
was in 6P grade, Dad realized a dream of his to
buy an acreage where we eventually moved and
he was able to get back to farming, albeit on a
part-time basis.

After college, I went to work for Archer Daniels Midland and spent 11 years
working in elevator/commodity management for the likes of ADM, an
eastern Iowa based cooperative, and a privately-owned grain company in
northeast Iowa. The last 18 years I've been in the ethanol industry. In 2001,
I was hired as the general manager for Quad County Corn Processors in
Galva, Iowa. At the time, and very briefly, this 18 million gallon per year
company was the largest farmer owned ethanol facility in the state. In 2009,
I became the general manager of Chippewa Valley Ethanol Company, a 45
million gallon per year facility in Benson, MN. During this time, I was also on
the board of Guardian Energy. Guardian was created to strategically acquire
and operate ethanol facilities and its ownership consisted of several ethanol
companies. Eventually I filled the role of CEO for the organization and the
300 million gallons of production in the portfolio. In 2014, I went to work for
Energy Management Solutions and was the general manager/CEO for Corn
Plus in Winnebago, Minnesota.




What do you see as similarities of the CEO role at SIRE and your
previous experiences?

I suppose, on the face of it, looking at my entire working career the
commonality would be the foundation in agriculture. And for the last number
of years the obvious consistency has been the similar roles in the ethanol
industry. That said, in my opinion, the strongest connective thread from a
job responsibility standpoint is Risk Management. "Properly identifying risk
and developing strategies to minimize the downside while maximizing the
upside," would be a good summary of the job descriptions I've been
accountable to.

The other similarity has been the high caliber of people that I've been able to
work with over the years. Good companies are the result of strong
ownership (investors), solid leadership (board members) and a smart,
dedicated workforce. Southwest Iowa Renewable Energy is fortunate to
have all these elements.

What do you enjoy doing in your free time?

My wife and I have two sons. The oldest lives in Madison, Wisconsin and the
youngest has two semesters left at Iowa State. We enjoy spending time with
them as well as extended family and friends. Travel is also a favorite pastime
of ours whether that is on a motorcycle around the United States or as
tourists in another country. While I don’t spend as much time as I'd like in
the shop, woodworking is another hobby.
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Notes from the CEO

October 22”9 marked the beginning of my tenure here at Southwest Iowa
Renewable Energy. I am appreciative to the board for the opportunity and
to the staff for their patience and helpfulness during this transition. There is
always an element of trepidation during a change such as this which is
certainly understandable. That said, there is a great "can do" spirit at SIRE
and I look forward to our making continued progress as a team.

Culture starts at the top and I want to acknowledge and thank Brian Cahill
for his leadership at the company during the last 9 years.

Elsewhere in this newsletter you will find a bit more insight into my
background. Please feel free to contact me anytime with questions,
comments or concerns.




Industry Status

The ethanol industry is experiencing the lowest margin environment that
we’ve had in the last 9-10 years. The very broad explanation is that supply
of ethanol is outstripping demand and markets are reacting accordingly by
disincentivizing production. Digging deeper into the cause of the
supply/demand imbalance, there are a couple of issues that stand out. One
would be the stance that former Environmental Protection Agency (EPA)
Administrator Pruitt took with regard to the issuance of "hardship waivers"
to so-called small refineries. These waivers allowed the recipient to no longer
comply with the requirements of the Renewable Fuel Standard. The
mechanism that provides accountability in RFS compliance is the Renewable
Identification Number (RIN). RIN’s are a tradeable commodity given that if
refiners (obligated parties) need additional RIN’s to be compliant, they have
to purchase them from those that have excess. Thus, there is an economic
incentive to use renewable fuels like ethanol, or alternatively, buy RIN’s.
EPA’s allowance of numerous waivers has driven the price for RIN’s from 75
cents in January 2018 to 15 cents recently.

As Senator Grassley stated in November, the "EPA systematically
undermined the Renewable Fuels Standard, and if the reports are accurate,

may now use the weakened state to justify gutting the biofuels program
further."

Another significant cause of the supply/demand imbalance is the decline in
ethanol exports out of the United States due to various trade disputes.
Domestic ethanol use is around 14 billion gallons per year. The industry has
capacity to produce over 16 billion gallons. Exports play an important role in
keeping the United States from being awash in production. Tit-for-tat tariff
impositions, specifically with China, have led to a significant reduction in
exports.

The announcement by President Trump this past fall directing the EPA to
allow for year-round E15 sales was welcome news; however, by itself the
statement alone will not automatically remove the barriers for E15 sales. In
addition, we must continue to push the EPA to develop the rule making that
is required to enact the President’s directive prior to the beginning of
summer. Without such action, nearly two thirds of the United States must
remove E15 from use by non-flex fuel vehicles due to antiquated Reid Vapor
Pressure (RVP) limits that kick in during warmer months. Of particular
concern today is the impact of the government shutdown on the ability of an
already slow-moving agency (EPA) to write, review, and issue the
appropriate rules. The Renewable Fuels Association, among others,
continues to lobby our representatives and the EPA to issue a letter that lets
retailers know that in lieu of a final rule making allowing E15 by summer,
there will be no enforcement of the RVP limits. That action would provide
retailers with some degree of certainty in continuing to provide E15 to
consumers during the summer months

Meanwhile, depressed margins are causing a number of ethanol producers to
scale back or idle production.

SIRE Status




As the fiscal fourth quarter and year end results indicate, SIRE was not
immune to the impact of the negative margin environment. That said, the
more important metric is how SIRE is performing relative to our peers. The
positive news is that our Earnings Before Interest Tax Depreciation and
Amortization (EBITDA) remained in the black. This is certainly not the case
throughout the industry. Positive EBITDA means that we continued to
generate cash and are more than covering our variable cost of production.
The plant operational efficiencies were solid, debt continued to be reduced,
and the balance sheet is strong.

Based on the benchmarking that we can do, there is good opportunity to
continue to improve. We must continue to drive results with the goal of being
in the upper quartile of our industry peer group. Along with other efforts
focused on this outcome, the management team has begun the process of
detailing our expenses into cost centers to better identify areas for
improvement. Operational efficiencies and expense control are very
important, but long-term viability of the company also means figuring out
how to broaden our income stream.

To that end, the board of directors continues to evaluate opportunities to
add value to our production process by diversifying into high protein feed
along with measures to reduce the carbon index (CI) of the ethanol we
produce. Two technology providers were engaged to generate engineering
reports that would outline the cost/benefit of their respective processes. The
initial reports were received by management staff in early December and a
presentation provided to the board mid-month. These process
enhancements are not cheap but provide a return that is expected to greatly
improve the revenue and income prospects of the company.

In addition, efforts continue to de-bottleneck the process and allow for an
eventual production output of 160 million gallons. A step that is underway in
this regard is the installation of dehydration membrane technology
developed by Whitefox Technology. This project will allow for a more
efficient increase in dehydration capability and slight reduction in our CI
score. We expect it to be online by the end of this summer.

Wrap-up
I am mindful of two certainties in our industry.

e FEthanol production is a commodity based business. As such, cycles of
profitability, or lack thereof, will occur (albeit, with an unpredictable
frequency).

e Profitability margins will continue to compress.

Recognizing those factors, we must continue to drive towards operational
optimization and diversification. Remaining at the status quo, conducting
business "the way we always have", is the same as "hoping" that our
business environment gets better. As we know, "hope" is not a strategy.

I look forward to seeing you at the Annual Meeting at 1 PM on Friday
February 15" at the Treynor Community Center. Please feel free to call me
at (712) 352-5002 should you have any questions.




Sincerely,

Mike Jerke
CEO
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FORWARD LOOKING STATEMENTS DISCLAIMER. Some ofthe information in this newsletter may contain
Jforwardlooking statements thatexpress currentbeliefs, projections and predictions aboutfuture results or
events of SouthwestIowa Renewable Energy, LLC (the "Company") and its management, such as statements with
respectto financial results and condition; future trends in the industry or in business, revenues or income;
litigation or regulatory matters; business and operating plans and strategies; competitive position; operational
and production improvements and opportunities thatmay be available to the Company. Forward looking
statements are necessarily subjective in nature and are made based on numerous and varied estimates,
projections, beliefs, strategies and assumptions, and are subjectto numerous risks and uncertainties. Forward
looking statements are not guarantees of future results, performance or business or operating conditions, and no
one should place undue reliance on any forward looking statements because actual results, performance or
conditions could be materially different. The Company undertakes no obligation to revise or update any forward
looking statements. The forward looking statements contained in this newsletter are included in the safe harbor
protection provided by Section 27A of the Securities Actof1933, as amended and Section 21E of the Securities
Exchange Actof1934, as amended
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