Hignwater

Wishing you a Happy
and Prosperous New
Yearl!l We are nearing the
completion of 17 years of
operations at Highwater
Ethanol. Highwater Ethanol
reached a significant
milestone on December 12,
2025. We have produced 1 billion
gallons of ethanol since starting
operations in August 2009. Congratulations to
you as our owner, our employees for their hard work and
dedication, and to the Highwater Ethanol Board for its
leadership.

We filed our Form 10-K for the fiscal year ending
October 31,2025, on January 22, 2026. We reported net
income of approximately $16.3 million for the 2025 Fiscal
Year. This was up from the previous year due primarily
to recognizing $10,400,000 in Section 457 tax credits
during fiscal year ended 2025. Margins remained
strong in 2025, comparable to our 2024 Fiscal Year.
Highwater Ethanol paid a distribution in December
2025 of $1400/unit for our 2025 Fiscal Year. The total
distributions for the 2021, 2022, 2023, 2024 and 2025
Fiscal Years were $13,500/unit or a total of $64,261,150
over that period.

Our Team continues to focus on operations to ensure
the best efficiencies we can get at your facility.
During the 2025 Fiscal Year, we produced an average
of 3.07 gallons of denatured ethanol per bushel of
corn ground. We have maintained these efficiencies
since August 2019 due to a few factors. We continue
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Highwater Ethanol, LLC CEO Brian Kletscher

to review enzymes, yeast, and other items to ensure

the best efficiency, and we are proud of our team for
maintaining this production rate! Our efficiencies in
corn oil production have continued with adjustments
made in the process to maintain our production at 1.069
pounds per bushel ground during the 2025 Fiscal Year.
Please see the table on the next page on production
since 2009.

In March 2022, we received our air emission permit
from the Minnesota Pollution Control Agency {MPCAJ}.
Our current permit has a cap of 70.2 million gallons of
denatured production per 12 month rolling average. In
December 2025, we submitted a new permit application
to MPCA for 85 million gallons per year. This permit
includes capital items that we expect to allow for our
efficiency to remain at a top tier level. We look forward
to the opportunity to work with MPCA to move this to
completion. In late 2024, we added a fifth fermenter. In
2025, we added one sieve bottle and evaporator. These
items have contributed to our efficiency and continued
debottlenecking. We continue to review our production
rates and current demand for ethanol. We have been
operating at our permitted levels during the past year.

Margins in the ethanol industry in 2025 remained strong,
however, down from 2023 and prior years. We continue
to monitor the markets and adjust when needed. The
variation in ethanol netbacks continued in 2025 with a
range of approximately $1.43 - $1.80 - per gallon. The
range in 2024 was approximately $1.29 - $1.81 per gallon.
We have also seen corn prices vary from $3.98 - $4.84
per bushel on a monthly average. The range in 2024
was $3.89 - $4.78 per bushel on a monthly average.
During our 2025 Fiscal Year, we saw demand for ethanol
increase domestically by approximately 3% and export
demand improved from the prior year. We believe that
our 2026 Fiscal Year will likely be a very interesting year
for renewable ethanol and renewable biofuels and we
will continue to work to obtain additional market share
for our products. We continue to market approximately
3.5% - 5.2% of our production as cellulosic ethanol. This
was tested out and received approval in March 2021

by the California Air Resources Board {CARB}. We look
forward to producing these products now and into the
future. Our pathway for D3 RINS through the Federal EPA
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was approved in 2025 and we are waiting for approval
for the Canadian government for potential to export to
Canada.

What is in store for renewable fuels in the future?

We have seen many different technologies over the
years. Sustainable Aviation fuel is a technology that
everyone is watching. The Federal government and the
State of Minnesota are certainly promoting this to be
part of the renewable fuel mix. What will be the right
technology, can we be cost competitive, and can we
meet timelines? Those are all questions that we have
asked and continue to ask. Will this technology be
bankable and will lenders be interested in financing
these projects? We have many questions and a short
amount of time to figure this out. Is CO2 sequestration
in the future for all industries in the United States, is
this going to be sustainable long term, are there other
products that can be produced from C0O2? Again,
many guestions, little direction on the technologies
that will again be available. The above were questions
going into 2024. They remained questions in 2025 and
will remain in 2026. However, we did see movement

on CO2 sequestration in the State of Nebraska. They
have allowed a prior built pipeline to be retrofitted for
CO2 which became operational in late 2025. For now,

it appears that the ethanol plants in Nebraska, North
Dakota and Illinois that can hook up to pipelines or drill
sequestration wells near their facilities will have clear
financial advantages over plants in other states that are
unable to figure this out.

The Federal government still has not adopted sufficient
rules or guidance for the Inflation Reduction Act or the
One Big Beautiful Bill Act {OBBA} which impact the 457
clean fuel production credit, and other related items.
The OBBBA started on January 1, 2025. We are optimistic
that Highwater Ethanol is positioned to be able to take
the guidance provided by the Federal government and
potentially capture approximately $.10 - $.20 per gallon
in tax credits. However, there is still more to learn as we
continue to work through the details and we hope to
know much more about this opportunity by our annual
meeting.
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Highwater continues to purchase corn from our area
producers. The 2025 corn crop quality was very good,
and bushels produced were likely record levels in 2025.
Good quality corn certainly helps us maintain our
efficiencies.

/naustry Information. E15 and exports should be

a continued priority in 2026. Exports are needed

to support a very efficient U.S Ethanol industry. As
production capacity is available in the U.S., we expect
that exports and domestic use will continue to be the
key for the industry in the future. We anticipate and look
forward to increased interest from countries including
Mexico, Canada, China, and Japan, as well as continued
interest from Vietnam, Philippines, India, and many
others. We encourage you to use a higher blend such

as E15, E30 or E85! We believe that use of higher blends
will reduce our dependence on crude oil and contribute
to cleaner airll Highwater Ethanol supports E10 and E15
blends for 2001 and newer vehicles and higher blends

if you have a flex fuel vehicle. We believe the ethanol
industry can respond to meeting the higher blend rates.
Highwater Ethanol continues to work with the Minnesota
Biofuels Association to promote ethanol use, and we are
working to move E15 forward in the State of Minnesota.
Minnesota currently has over 550 E15 pumps available
as well as many blend pumps to ensure the consumer
has a choice. As owners in the ethanol industry, each
member should be doing his or her part in using a
higher blend of ethanol and asking for the higher
blends of ethanol if those are currently not available

in your area. We are members of the Renewable Fuels
Association and American Coalition for Ethanol. These
entities do a great job in representing the ethanol
industry at the federal level.

Our Mission Staterment. “To successfully operate a bio
- energy facility, which will be profitable to our investor
owners while contributing to the economic growth

in the region. Highwater Ethanol is committed to the
present while focusing on the future.”

Highwater Ethanol’s Vision Statement: Highwater
Ethanol will identify opportunities that position the




business to provide sustainable competitive advantages through short and long - term core investments.

A few core priorities that were identified include: 1) remain a low cost, efficient and high-quality producer; 2) Review
new technology opportunities; 3) Review all opportunities within our core business; and 4) Continue long term
distributions when appropriate.

We encourage you to visit our web page at highwaterethanol.com. This website will give you markets, weather,
investor information, and related items. Like us on Facebook!

If you are ever passing through the area and would like a tour of your facility, please stop by as we would be very
happy to walk you through the facility.

Our management team consists of: Luke Schneider, CFO, Derek Trapp, Co-Plant/Production Manager, Dillon Imker,
Co-Plant/Production Manager, Tom Streifel, Risk/Commodity, Casey Klein, Maintenance Manager, Lisa Landkammer,
EHS Manager and Mandy Bosacker, Lab Manager. We have positioned our team to be successful in the ethanol
industry.

A reminder that our 2026 Annual Members’ Meeting is scheduled for Thursday, March 5, 2026, at 9:30 a.m. at the
Lamberton American Legion, 106 1st Avenue East, Lamberton, MN. Watch your mail in the near future; you should be
receiving your 10-K and Proxy Statement for the 2026 Annual Meeting. Please take the time to send in your proxy
card. Your K-1 tax information will be mailed in early/mid-February.

Have a safe winter!ll
We will take care of the present as we focus on the futurell!

Brian Kletscher, CEO
Highwater Ethanol, LLC

Highwater Ethanol, LLC
2026 Annual Meeting
Agenda

Thursday, March 5, 2026
Lamberton American Legion — 9:30 a.m.
Welcome and Call to Order: David Moldan, Chairman and Brian Kletscher, CEO

Introduction of HWE Board of Governors: David Moldan, Chairman
Ron Jorgenson, Vice Chairman;
David Eis, Secretary;
Michael Landuyt, Treasurer.

Lamberton Ambulance Tour 9.24.2025

Directors: Russell Derickson, Daniel Tauer Highwater Ethanol, LLC Unit purchasing
SieargerGioblldf LukeiSpe]} andiEilEanih is handled through FNC Securities, LLC.
Introduction of Guests, Management & Staff: Brian Kletscher, CEO Check out their website at

www.fncagstock.com or call them at
701-780-2828 to visit with Nick Watson
or Virginia Lindberg.

Call the Meeting to Order: David Moldan, Chairman
Rules of Conduct/Proof of Notice of Meeting/Report on Quorum: David Eis, Secretary

Proposals: Mandy Hughes, Brown Winick Law Office

2025 Highwater Ethanol, LLC Recent Sales of Units
Proposal #1: Election of three governors.

Standing for election are incumbent governors: Date Price Quantity
g_jlvg’ Eti; 10/23/2025  $12,000.00 4
ill Gar
David Moldan 9/12/2025 $12,000.00 1
9/12/2025 $12,000.00 1
Voting on Proposals: David Moldan 9/12/2025 $12,000.00 1
S— + DI 8/27/2025 $13,100.00 1
eport by Fhalman: Favid Metdan 8/26/2025  $12,200.00 2
Presentation of Financial Statements: Lucas Schneider, CFO 8/26/2025 $12.800.00 1
Overview of Operations: Brian Kletscher, CEO 8/19/2025 $12,002.00 2
Election Results: Mandy Hughes, Brown Winick Law Office 6/16/2025 $11,001.00 1
Questions and Answers ;‘; z/ /250225 z”»%%oo%% ;
7 5 15 I

Adj 2026 A | Meeti !

Journ 2025 Annual Nieeting 3/27/2025  $11,000.00 1
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Luke Schneider

Welcome to Fiscal Year
2026. Highwater’s Fiscal
Year 2025 ended on
October 3ist. We filed our
Annual Report, Form 10-K,
on January 22, 2026.

Highwater Ethanol had another

profitable year with a net income of
over $16.3 million. This was up from the previous year
due primarily to recognizing $10,400,000 in Section
457 tax credits during fiscal year ended 2025.
Ethanol, corn oil and corn saw small price increases
during 2025. The bigger difference, was the drop
in distiller prices during the year. However, we were
able to offset most of the lost revenue from distiller
grains with the improved efficiencies we saw in our
ethanol production. The new fermenter added in
December 2024 assisted in this improvement.

The Section 457 tax credits referenced above
were new in 2025. The Company accounts for tax
credits associated with the U.S. federal clean fuel
production incentives under Section 457 of the
Internal Revenue Code in accordance with IAS 20 -
Accounting for Government Grants and Disclosure
of Government Assistance. These credits, as they
are generated are recorded based on the eligible
production tax credit rate per gallon, the emission

The Financial Insights

factor based on the carbon intensity score and are
adjusted to their estimated fair value. The credits are
recognized as an other asset and other income.

The Board approved a cash distribution after the
end of Fiscal Year 2025. The distribution approved
was $1,400 per membership unit and was paid on
December 16, 2025. We again want to thank you,
our members, for your continued support and look
forward to continued success in the years to come.

As mentioned above, our fiscal year-end filing, Form
10-K, has been filed and is available online. However,
a few items will be sent to you by mail so please
watch for them in the coming weeks. Our packet
containing the Form 10-K and Proxy will be mailed
to you prior to the March Annual Meeting. On the
tax side, the 2025 Highwater K-1s are planned for
delivery by the middle of February.

| have included below the Statement of Operations
from our recently filed Fiscal Year Ended October
31,2025 financials. Further details regarding our
financial performance throughout the year can be
found in our Form 10-Q filings which are available
through our website.

Sincerely,
Luke Schneider
CFO

Statement of Operations

Fiscal Year Ended
October 31, 2025

Revenues

Cost of Goods Sold

Gross Profit (Loss)

Operating Expenses

Operating Profit

Other Income

Net Income

Weighted Average Units Outstanding
Net Income Per Unit
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(Unaudited)
S 141,168,945

131,560,437

9,608,508

4,610,514

4,997,994

11,328,674

S 16,326,668

4,752
S 3,435.75




Highwater Ethanol, LLC reaches 1 billion
gallons of production December 12, 2025!

Highwater Ethanol, LLC - Lamberton, MN

Highwater Ethanol, LLC was founded in May 2006. Highwater Ethanol raised over $46 million from investors
and entered into debt financing of approximately $65.4 million to fund the construction and developement of
our facility. Highwater started ethanol production in August 2009. Highwater Ethanol has been an efficient plant
since we were built. In 2025 we produced approximately 3.07 gallons of denatured ethanol for every bushel of corn
ground.

Highwater Ethanol, LLC reached 1 billion gallons of production on December 12, 2025. We have
utilized approximately 325,732,000 bushels of locally produced corn! We are proud to be part of the agricultural
industry in this area!

We employ 43 full time employees. Our employees are the STRENGTH of our facility! We recongnize the
dedication of our employees and their commitment to quality, excellence in service and operation of our
facility. Highwater Ethanol, LLC is proud to be part of the area! We are committed to take care of the present
as we focus on the FUTURE!

Kletscher Brian West Kyle
Streifel Tom Klein Casey
Landkammer Lisa Zollner Dean
Hillesheim Brian 10 Bundy Devin
oy Employees  Etier o 12
son Kyle

Bloemke Ross 15+Year Pohlen Matthew Employees
Altermatt Chad Cooreman Erik <5 Years
Schwartz Michael Goettig Coltyn
Sanders Raymond Roiger Luke

Hagert Alexander
Polkow Thomas Pittman Carlo
Imker Dillon
Schneider Lucas Moldan David Board Member
Rohlik Andrew 8 Employees Jorgenson Ron Board Member
Seaton Gregory 10-15 Years Eis David Board Member
Trapp Derek Landuyt Mike Board Member
filason lostine Goblish George Board Member
Frank Kimberly

Derickson Russ Board Member
MatEon Chad Tauer Dan Board Member
Erickson Nathan Spalj I.u}(a BoardiMsmbef

. Garth William Board Member

St Aubin Steven
Nelson Jeremy
West Steve
Molitor Lucas 13
Weber Bryan Employees i
Imker Rachel el H Ig hwater
Moser Austin 5-10 Years
Schoborg Shane Ethanol LLC
Soleta Sarah ’
Arkell Richard
Hoffman Joshua Lamberton, MN
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Happy New Year!
Another year has ended
at Highwater Ethanol
and we are into our
17th year of operations.
Looking at the last year, we
were able to complete a few
projects, maintain an efficient
running plant and reach a big
milestone.

Our 2025 projects consisted of Beer Degas, Sieve
bottle and Evap Zero.

Beer Degas - The Beer Degas tank removes the CO2
prior to the beer column. The Beer Columns purpose
is to remove the ethanol from the solids contained in
the feed. Removing the CO2 from the Beer Column
reduces the load on the column, helping achieve
better separation between ethanol and solids

Sieve Bottle (4) - The addition of the 4th bottle gives
Highwater Ethanol capacity to efficiently produce
more gallons. Equally important, the 4th bottle gives
us a smoother operation due to less pressure swings
across the bottles.

Evap Zero
¢

Go-Plant Managers

Dillon Imker & Derek Trapp

Evap Zero - Designed to
take all 200-proof vapor
from Molecular sieves
and condense into
a 200-proof liquid.
It is a zero fouling
design allowing
for no reduction in
plant rates and more
consistent operation
and performance.

These projects give us
more capacity across
the plant to produce more
ethanol, increase efficiencies
and have smoother operations.

In December we submitted a

permit with the MPCA to increase our
undenatured ethanol production from 68.5 million
to 85 million gallons. We believe we have room to
produce more ethanol while maintaining a safe and
efficient plant. If approved by the MPCA the team at
Highwater Ethanol would start to performance test
and take steps to increase throughput across the
plant.

In 2025 we averaged 3.064 gallons of Denatured
Ethanol per bushel of corn for the year. This yield is
achievable for a few reasons, the addition of the 5th
fermenter, a good quality corn crop and consistent
operations by the team Highwater has in place. Corn
oil continues to be a great co - product as well.
Corn oil yield for 2025 averaged 1.089 lbs. per bushel
of corn. This is slight increase from 2024 where we
finished the year at 1.062 pounds per bushel of corn.

In December we surpassed the 1-billion-gallon mark
of ethanol produced at Highwater. This is a great
achievement for all involved. As we continue to work
through 2026, we look forward to the opportunities
this year brings.

Dillon Imker & Derek Trapp



Commodity Manager

Tom Streifel

A common guestion is whether lower priced gasoline
is a negative for ethanol prices. The answer is a mixed
bag with lower gasoline prices making it more difficult
to compete in the export markets. However, the
primary feature impacting ethanol prices is overall
gasoline demand. Cheaper gas stimulates more
miles driven. Miles driven tend to be lower in the first
quarter and picks up during the summer. Our margins
tend to follow the same pattern. Another question

is whether cheap corn helps our margins as corn
producers have this idea it should. But, we have seen
margins the same with $8 corn as $4. The trade tends
to marry up corn and ethanol prices, so for example if
corn goes up a dime, then ethanol will also go up 3-4
cents and so-forth. What the trade does not factor in
is the local corn basis. A year ago, our regional crop
was on the poor side, thus our corn bids reflected

that via approximately a dime higher than otherwise

The trade was looking for
the US yield to decline

due to the rustissues in

the central belt. However,
considerable surprise

when the USDA actually
raised the yield along with
raised harvested acres. Total
production came in 450 million

bushels higher than expected. The US corn carryout
is forecast at 2.227 BB which is the highest since 2016.
The USDA pegs the national corn yield at 186.5 BPA
which compares to 179.3 last year. The state by state
yield estimates have been a moving target this year.
Minnesota for example has a trend yield of 193. Year
ago yield was 174. In August, NASS pegged MN yield at
205, then reduced it to 193 in November, but revised it
to 201 in the January report. MN corn production this

year due to the higher acres and yield comes in 353
MB higher than year ago or equivalent to about 800
unit trains. Projected carryout in MN is the highest in
about three decades; nearly going to levels not seen
since the days of the Reserve Program. Needless to
say, this report will hamper prices until Brazil’s Safrina
crop comes into play in April or the US acres / yield
debate later this spring.

normal. This year the area was blessed with a large
crop and our bids are trending about a dime lower
than normal. So, call the deviation approximately 15
cents over 10 months at 2 million bushels used per
month and the fiscal impact to Highwater is $3 million.

On January 12, the USDA released the final 2025 corn
crop production data along with changes to demand.

Highwater Ethanol, LLC

Employees are Committed to Working for You:

The average length of employment here at Highwater Ethanol, LLC is 9.26 years for our Production, Maintenance,
and Administration Teams. This is remarkable as it is more than double the national average which is only 4.2 years.
This is a strong testament to our work environment/culture, which allows Highwater Ethanol to run the facility at
capacity and efficiently!

Our average tenure for our Management Team is 10.05 years, which has given us an advantage in all aspects of
our facility operations. We believe in providing our employees with opportunities to grow within the company! We
provide the necessary training and tools for our employees to be successful at their positions and be prepared for
their next steps.

Developing our employees by giving them multiple opportunities in different positions has allowed for cross-
training, which has been very successful for our employees and Highwater Ethanol! This commitment from
Management and Production/Maintenance/Administration staff is integral in our succession planning and for
employee growth.

Working at Highwater Ethanol is more than a job. The majority of our team take ownership of their position and
use their experience to make it possible to meet the daily challenges of their job without missing a thing.

We are proud of our employees and happy they have chosen Highwater Ethanol to be part of their journey! Thank
you to all our employees for the fantastic job you do!

The employees are “Highwater Strong”! They continue to take care of the present as they focus on the future!
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507.752.6160

This newsletter contains forward-looking statements that involve future events, our future performance and our expected future operations and actions.
In some cases, you can identify forward-looking statements by the use of words such as “may,” “will,” “should,” “anticipate,” “believe,” “expect,” “plant,” “future,”

”

“intend,” “could,” “estimate,” “predict,” “hope,” “potential,” “continue,” or the negative of these terms or other similar expressions. These forward-looking
statements are only our predictions and involve numerous assumptions, risks and uncertainties, including, but not limited to those listed below and those
business risks and factors described in our filings with the Securities and Exchange Commission (“SEC”).

Changes in our business strategy, capital improvements or development plans; Changes in plant production capacity or technical difficulties in operating
the plant; Changes in the environmental regulations that apply to our plant site and operations; Changes in general economic conditions or the occurrence
of certain events causing an economic impact in the agriculture, oil or grains; Changes in federal and/or state laws (including the elimination of any federal
and/or state ethanol tax incentives); Overcapacity within the ethanol industry; Changes and advances in ethanol production technology; Competition in
the ethanol industry and from alternative fuel additives; Lack of transportation, storage and blending infrastructure preventing ethanol from reaching high
demand markets; Volatile commodity and financial markets; and the results of our hedging transactions and other risk management strategies.

Our actual results or actions could and likely will differ materially from those anticipated in the forward-looking statements for many reasons, including
the reasons described in these communications. We are not under any duty to update the forward-looking statements contained in this newsletter.
We cannot guarantee future results, levels of activity, performance or achievements. We caution you not to put undue reliance on any forward-looking
statements, which speak only as of the date of this communication. You should read this newsletter with the understanding that our actual results may be
materially different from what we currently expect.. We gualify all of our forward-looking statements by these cautionary statements




