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Investor Update

A message from the Highwater Ethanol, LLC CEO/GM Brian Kletscher

As | write this for ouFall/Winter newsletter we are have completed odft gear of
operations at Highwater Ethanol, LLC. The ethanol/biofuels industry continues to
progress in providing clean renewable fuel in the United States and worldwide. We
just completed the 2015dcal year. The progress made during the fiscal year has be
exceptional, profits came in slightly above our budget. These profits have allowed
Highwater Ethanol the opportunity to achieve goals that were set, to have a positive
income, continue to rduce debt and position Highwater Ethanol for the future.

Highwater Ethanol, LLC 2015 fiscal year ended on October 31, 2@l §round
approximately 20.781 million bu of corn while producing approximately 59.471 millic
gallons of denatured ethanol foheé 12 months ended October 31, 2015. We have al
produced approximately 140,133 tons of DDGS and approximately 32,815 tons of
Modified DGS.

Comparison of Highwater Ethanol guarantee for operations and how we are operati
From an efficiencies standpajnt breaks down as follows:

Current Operations  Guarantee

Denatured ethanol per bushels 2.862 2.8
Electricity Kw hours used per gallon .70 .75

Natural Gas BTU used per gallon 24,890 btu 34,000 btu
Gallon of water used per gallon produced 2.10 no guarantee

projected 3-4

We believe these numbers will continue to remain relatively stable as we have seer
little change over the past few years. The quality of corn from this past harvest in 2(
appears to be better than last year, welieve our plant efficiencies have the potential
improve in fiscal year 2016. Highwater Ethanol takes pride in the efficient productio
the team we have in place to run your facility. We will continue to push on our
efficiencies, being efficient weelieve will increase our potential for a successful 201€
Your excellent employees have allowed your facility to become one of the most effic
facilities in the ethanol industry. We believe that these efficiencies will continue pro
future benefts for our investors owners.

At the nine months July 31, 2015, Highwater Ethanol showed a net income of
approximately $4.215 million. We are unable to report our 2015 Fiscal year end
numbers until our SEC 10K filing in January 2016.
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Debt reduction for the fiscal year 2015 totaled approximately $4.857 million. We continue to work with AgStar
Financial Service to reduce our long term debt, this continues to remain a high priority for Highwater Ethanol. Our
current long term debt with AgStar is approximately $21.315 million, we continue to make strides in debt reduction,
while maintaining your plant to continue to operate at our best efficiencies.

We are currently projecting net income for the year. Wit EAO OAEAh (ECExAOAO %OEAI
reduction. This is the direction of the Highwater Ethanol Board of Governors and Highwater Ethanol Management.
We believe this focus will allow Highwater Ethanol to remain competitive for years to comeln addition, Highwater
Ethanol Board of Governors has declared a distribution of $400.00 per/unit, for a total distribution of $1,974,400.
This is expected to be paid prior to December 31, 2015. The distribution will be made to holders of record ashef
record date of November 18, 2015.

The ethanol plant this summer you have seen construction taking place. This includes the installation of a water
pipeline to create a new water source from a rock quarry. We currently utilize approximately 120 million gallons of
water per year {mgpy}. Ou main water sources are currently two production wells, one located in Highwater
Township, Cottonwood County, and the other is in Lamberton Township, Redwood County. These water sources
continue to perform well. We also capture water from storm/snow melrun off and tile line water. In our original
plan prior to Highwater Ethanol being built, we had always identified that we desired three water sources. The
construction of the quarry water pipeline is our next step in fulfilling this water plan. Highwagr Ethanol has
reviewed the cost analysis of this project and has found it to be cost effective. During our review process, we revie
the cost of installing the pipeline, cost of operating the pipeline, cost of treating the water and other related items
Likewise, the current water treatment operations were reviewed to ensure the appropriate operational steps are
utilized, which ensure maximum efficiency. With the total review, we found it feasible to move forward with the
construction of the quarry water pipeline. This project was completed in November 2015. We were able to run the
quarry water for a few weeks, the results look very positive. This project was a cooperative effort by Southern MN
Construction and Highwater Ethanol, this cooperative efforimproved the efforts by both companies to be
environmentally friendly by using surface water in our operations.

We also started construction on a 600,000 Bu Grain bin in September, we plan to have this completed by March/A
2016. This will double our storage capacity at Highwater.

Other construction included a cooperative effort as Redwood Electric Coop devetpa 134kw community solar array
at the Highwater Ethanol site, nearthe su®O OAQET T 11T AAOGAA 11 (ECExAOAO bPOI
134kw community solar array is nearing the end of construction. Once completed Redwood Electric members Wwél
able to participate in the project and get kWh credits on their electric bills.

Industry Information: As | have stated in prior newsletters the ethanol industry is a maturing industry and will
continue to have its growing pains. We at Highwater E#imol, LLC are doing our best for you to ensure that we are
ready for the future. The Federal Government and export markets are just a few things that will continue to influenc
the ethanol industry.

Highwater Ethanol continues to support E10 blend, E15lend for 2001 and new vehicles and higher blends if you
have a flex fuel vehicle. We believe the ethanol industry can respond to meeting the higher blend rates. Highwatel
Ethanol continues to work with MN Bio Fuels Association to promote ethanol use andevare working to finally move
E15 forward in the State of Minnesota. The USDA granted $8 million to the State of Minnesota, with matching fund
from Minnesota BioFuels Association, MN Corn Growers, MN Lung Association and Minnesota Department of Ag,
total of approximately $14 million. This money will be utilized to increase ethanol usage in the State of Minnesota t
retrofitting current fueling stations with E15 pumps and blend pumps. As owners in the ethanol industry each
member should be doing theirpart in using a higher blend of ethanol and asking for the higher blends of ethanol if it
currently not available in your area. We are members of the Renewable Fuels Association and American Coalition
Ethanol. Both of these entities do a great jah representing the ethanol industry at the Federal level.
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Highwater Ethanol, LLC 2016 Annual Meeting
March 10, 2016 9:30 a.m.

Preliminary agenda
Welcome & Call to Order: David Moldan, Chairman and Brian Kletscher, CEO
Rules of Conduct/Proof of Notice of Meeting/Report on Quorum: Warren Pankonin, Secretary
Proposals: Mandy Hughes, Brown/Winick
Proposal #1: Election of three governors. Standing for election are incumbent governors Ron Jorgenson,
Russ Derickson, Mike Landuyt.
Proposal #2: Advisory Approval of Executive Compensation of the Company (“Say on Pay”).
Voting on Proposals: David Moldan, Chairman
Report by Chairman: David Moldan
Presentation of Financial Statements: Luke Schneider, CFO
Overview of Operations: Brian Kletscher, CEO
Election Results
Question and Answer

wnN P

©CoN O~

Nominations
Nominees for elected Governors must be named by: a) the current Governors; b) a Nominating Committee
established by the Governors; or ¢) through nomination by a Member entitled to vote in the election of Governors.
The Company has established a Nominating Committee, which operates under a charter adopted by the Board of
Governors in November 2009. Pursuant to the Nominating Committee’s charter, the Nominating Committee’s role
is to recommend candidates for election to the Company’s Board of Governors.

Members are entitled to nominate persons to be elected Governors of the Company. Section 5.3(b) of the
Company’s Member Control Agreement requires written notice of a member’s intent to nominate an individual for
governor must be given not less than 45 calendar days nor more than 90 calendar days prior to the 2016 Annual
Meeting. The 2016 Annual Meeting will be held on March 10, 2016, the members must submit nominations for
governor no earlier than December 11, 2015 and no later than January 25, 2016. These are the dates the
Company will therefore use in determining whether nominations by Members were timely made.

Any notice submitted to the Secretary by a Member nominating a person as an elected Governor must
include the following:

1) the name and address of record of the Member who intends to make the nomination;

2) arepresentation that the Member is a holder of record of Units of the Company entitled to vote at such
meeting and intends to appear in person or by proxy at the meeting to nominate the person or persons
specified in the notice;

3) the name, age, business and residence addresses, and principal occupation or employment of each
nominee;

4) a description of all arrangements or understandings between the Member and each nominee and any other
person or persons (naming such person or persons) pursuant to which the nomination or nominations are to
be made by the Members;

5) such other information regarding each nominee proposed by such Member as would be required to be
included in a proxy statement filed pursuant to the proxy rules of the Securities and Exchange Commission;
and

6) the consent of each nominee to serve as a Governor of the Company if so elected.
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Member Proposals

In addition to nominating elected Governors, Members may also submit proposals for a vote of
the full membership at the 2016 Annual Meeting of Members. The deadline disclosed in last year’s
proxy statement for Member proposals to be considered for inclusion in the proxy statement was
October 13, 2015, and this is the date the Company will use in determining whether proposals by
Members are timely submitted.

The deadline disclosed in last year’s proxy statement for Members who intend to present a
proposal at the 2016 Annual Meeting of Members without including such proposal in the Company’s
proxy statement was December 28, 2015, and this is the date the Company will use in determining
whether notice of this type of Member proposal has been timely received. For any Member proposal,
the Member will be required to appear personally at the meeting to present the Member’s proposal.
The Company will be permitted to exclude the proposal from its proxy materials in certain
circumstances.

Continued from Page 2

Our Mission Statement: To successfully build and operate an ethanol facility, which will be profitable to
our investor owners, while contributing to the economic growth in the region. Every time your Board of
Governors meets this is in front of them and remains a focus of your management team. We will do our
BEST to make you, our member owners, proud of Highwater Ethanol, LLC.

Highwater Ethanol web site: Take a look at the web site and make it your “go to” place to catch the
markets or information on Highwater Ethanol.

Our management team consists of ; Luke Schneider, CFO, Greg Bergeron, Plant Manager, Tom
Streifel, Risk/Commodity Manager, Chad Altermatt, Operations Manager, Jon Osland, Maintenance
Manager, Lisa Landkammer, Lab Manager, Shane Rasset, EHS Manager. We have positioned our
team to be successful in the ethanol industry.

From our Board of Governors and the employees at Highwater Ethanol, LLC we wish everyone a safe,
blessed and Happy Holiday season!

We will take care of the present as we focus on the FUTURE!

Brian Kletscher, CEO
Highwater Ethanol, LLC
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The Financial Insights with CF0, Luke Schneider

Wel come to Fiscal Year 2016 Hi ghwa3tlser ! s
The process of completing the yeand Form KL is well underway and we expect to have the
Form 106K filed by the end of January.

Fiscal Year 2015 was another good year for Highwater. Positive crush margins were seen
throughout much of the yearThese margins allowed us to move forward on a couple major
projects while continuing to push forward on an accelerated debt reduction. The Highwater Board also was able to declare &
cash distribution.

Let’'s first discuss t @5 pHiglovater mstadled & vaatet pipdiiree phpt evifl &ildze vwehierrthatrwgs
previously being discharged by the SMC quarry. We anticipate that the benefits of the improved water quality will have a
substantial cost reducing effect on Highwater finanamds/ing forward. Highwater also began the build of a grain bin at the
end of the fiscal year. This will allow Highwater to approximately double our current corn storage capacity. We bghelle thi
also have positive financial impacts as well as piogiddditional storage when corn supply may be tight in our area.

| am pleased to announce that the Board approved a cash distribution at our last Board meeting. The cash distribu
approved was for $400 per membership unit. We again want to thankguwunembers, for your continued support and look
forward to continued success in years to come.

Please keep an eye out for a few items from Highwater during the next few months. Our above mentionreddyglamg, the
Form 10K, will be filed and madavailable online during the end of January. The ForrK 1@l also be mailed in our packet
prior to the March Annual Meeting. On the tax side, the 2015 Highwatts Kre planned for delivery in the first half of
February.

Since our yeaend financid ar en’t available yet, I have included aga
3rd Quarter individually and in total for the nine month period. Further detail regarding our financial performance camdbe f
in our Form 16Q filings hat are available through our website.

Statement of Operations

Three Months Ended Nine Months Ended

July 31, 2015 July 31, 2015

(Unaudited) (Unaudited)
Revenues $ 28,641,415 $ 84,547,370
Cost of Goods Sold 25,857,236 78,226,325
Gross Profit 2,784,179 6,321,045
Operating Expenses 528,875 1,855,268
Operating Profit 2,255,304 4,465,777
Other Income (Expense) 85,732 (249,805
Net Income $ 2,341,036 $ 4,215,972
Weighted Average Units Outstanding 4,953 4,953
Net Income (Loss) Per Unit $ 472.65 $ 851.20
Here's to a Great Fiscal Year 2016!!

Luke Schneider



HIGHWATER ETHANOLLC

Commodity Talk with Tom Streifel

Our last letter was written in June and it stated at that time the local corn crop looked
good. Mother Nature continued that treradl summer and the region pulled off record
yields. Quality of the corn was excellent, which we are seeing in higher ethanol and corn
oil yields per bushel of corn. The US and world corn supply and demand situation is
similar to last year, so one migbonclude the corn market will be in for a repeat
performance or basically a slow sideways grind until some new event upsets the balance

B If you had driven by the Meadowland Coop convenience center this past summer, you
would have noticed they were sellii€85 for roughly a dollar per gallon less than gasoline. This encouraged those that
had flex fuel vehicles to buy the ethanol blends. But, at present the consumer has more of a challenge with gasoline ni
$2.00 and E85 at $1.60. Some will debate thealigas mileage issue and some may elect to forego the ethanol blends
and fill their vehicle with the US standard gasoline or E10. In doing so, hopefully they understand they are not helping
the US corn producer. There remains a lot of confusionrdgg what to expect from gas mileage from the various
ethanol blends.

Big oil companies will slant the data to argue using less ethanol and more of their product. Here is some data that ma
help with the decision. First, understand that gas mileiagefunction of the energy in the fuel, i.e. the BTU per gallon.
Your choices at the pump; E10 blended gasoline has 111,836 BTU per gallon. Straight ethanol is 76,100 BTU per gall
but you can’t buy pure et hanolis8%783 BTl pergallore Mamy consumennard | ¢
unaware of this trivia, but E85 winter blend is actually E70. From October 15 to May 15 in our region, the maximum
amount of ethanol is 70%. So, the wi ntnhaveraged 884/dBTUBI8 5"
22% less than E10. So, in a simple world, flex fuel vehicles would get 22% less mileage. So, the current price structur
$1.60 E85 and $2.00 for gasoline is competitively priced. Hence, now you have the choice of supmodiadarmer.

But, another major factor in gasoline mileage is the type of engine in the vehicle and your driving habits. Most vehicles
have more engine than what their routine work load would command. For example, my Silverado at 55 MPH would hav
cylinders idle as that work load only requires that engine capacity. My observed gas mileage under those circumstance
would be approximately %% less with E85 than E10. However, if | drive 80 MPH (now legal in SD) and happen to be
pushing a headwind gaulling a trailer, then all 8 cylinders are fully engaged. In that circumstance, my mileage would be
20-25% less.

Thanks to all the gas stations that have blender pumps and sell ethanol blends at the proper prices.
Happy Holidays.

Tom Streifel
The information presented above is tpersonal view of the Commoditlanager and does not necessarily reflect the view efitidustry.

This newsletter contains forwatdoking statements that involve future events, our future performance and our expected future operations and actiensaskssgon ce
identify forwardl ooki ng st atements by the wwud dgfo warnds cd pah ea o fMrbaey ,i e viewiol If,edx pfe:
Apredict, o0 Ahope, 0 Apotential, o fAcontinue, 0 or -obkimgstatergeats arevorly oarfpredictieassire/olvie
numerous assumptions, risks and uncertainties, including, but not limited to those listed below and those businegacdisks @escribed in our filings with the Securiti
and Exchange Commi ssion (ASECO) .

Changes in our business strateggpital improvements or development plans; Changes in plant production capacity or technical difficulties in operplarg; tbbanges
in the environmental regulations that apply to our plant site and operations; Changes in general economic conditéoascurrence of certain events causing an ecor
impact in the agriculture, oil or grains; Changes in federal and/or state laws (including the elimination of any fedemastatd/ethanol tax incentives); Overcapacity
within the ethanol industryChanges and advances in ethanol production technology; Competition in the ethanol industry and from alternative Yes|; addii of
transportation, storage and blending infrastructure preventing ethanol from reaching high demand markets; Volatddigoand financial markets; and the results of «
hedging transactions and other risk management strategies.

Our actual results or actions could and likely will differ materially from those anticipated in the fdogkiny statements for mamgasons, including the reasons descri
in this communications. We are not under any duty to update the folwakidg statements contained in this newsletter. We cannot guarantee future results, levels
activity, performance or achievements. Wetizauyou not to put undue reliance on any forwkooking statements, which speak only as of the date of this communic:
You should read this newsletter with the understanding that our actual results may be materially different from whattlyeexpeet. We qualify all of our forward
looking statements by these cautionary statements.
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Pictures from the Water Line Project

Quarry Pump Station

Equalization Tanks

Onsite holding pond
for quarry water
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Grain Bin Construction
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Press Release: November 3, 2015

Redwood Electric Cooperative
60 Pine St.

Clements, MN 56224

(507) 692-2214

Local Legislators Tour Redwood Electric Community Solar Array

State Senator Gray Dahms and Representative Paul Torkelson toured the Redwood Electric
Cooperative Community Solar array on a beautiful November day. The visit was part of a solar
tour the legislators were doing of projects in Redwood County. Senator Dahms and Representative
Torkelson had an opportunity to inspect the array and ask plenty of questions. “The project is

a great example of what community solar can be” explained Jim Haler, Redwood Electric. “We
have a ‘Made in Minnesota’ array from tenKsolar in Minneapolis, installation from Sleepy Eye’s
Zinniel Electric and a host site with our local ethanol producer Highwater Ethanol. All brought
together by Redwood Electric a member owned rural electric cooperative.” Placement of the array
at Highwater Ethanol is an important part of the success of the project. An area with southern
exposure, next to a Redwood Electric substation with available space for the array was ideal.
“‘Highwater is excited to be hosting the array” commented Brian Kletscher Highwater CEO, “
Renewable fuel and electricity are both being created at the same location.”

Redwood Electric Cooperative’s 134kw community solar array is nearing the end of construction.
Once completed Redwood Electric members will be able to participate in the project and get kWh
credits on their electric bills

Senator Gary Dahms and Representative
Paul Torkelson tour the Redwood Electric
Cooperative Community Solar Array.

Pictured from left to right: Luke Schneider-
Highwater Ethanol, Julie Rath-Redwood Area
Development Corporation, Senator Gary
Dahms, Representative Paul Torkelson, Brian
Kletscher-Highwater Ethanol, Chad Nelsen-
Redwood Electric and Tim Zinniel- Zinniel
Electric.

Redwood Electric Cooperative’s 134kw
community solar array near Lamberton. Visible
in the background is Highwater Ethanol.



