
Being shareholders ourselves, your Board of
Directors shares your concerns about our profitabil-

ity. Unfortunately, the economic
environment we operate in is
largely out of our individual
control, and we are not immune
to recessionary pressures that
have plagued all other indus-
tries. First of all, soybean sup-
plies are scarce and we must
bid up to secure supplies to run
our plant. Reduced acreage,

mediocre yields and strong exports to China have
combined to create this shortage. For those of you
still in production agriculture, the high prices and
strong basis that you are enjoying come right out of
our bottom line. Unfortunately, the strength in the
soybean basis is not reflected in the soybean meal
basis. The recession has eaten into the global
demand for meat, so the demand for our soybean
meal has dropped. Likewise, demand for soybean
oil for both edible purposes and biodiesel has
declined as well. All of these factors combine to
result in miserable crushing margins.

In spite of this market situation, your management
team has been proactive in minimizing our losses
for the year. These efforts include:

•Cost control measures resulting in savings 
of over $1 million, most of which will be 
recurring annual savings

•Emphasis on farmer origin soybean procurement
•Emphasis on the local truck meal market with 

higher relative returns
•Early contracting of biodiesel sales, which has 

resulted in biodiesel profitability through May

On May 23rd we suffered a fire in the liquid pump-
ing equipment that spread to the base of a biodiesel
tank and crude soybean oil tank. State and insur-
ance company investigators have classified this fire
as of undetermined origin, and the losses sustained
are fully insured, less a manageable deductible. We
carry both property insurance and business inter-
ruption insurance, and we are working with the

insurance carriers to determine the full extent of our
claim. While we did lose 8 1/2 days production and
we were restricted to 84% of planned crush due to
the equipment outages, we should be very proud of
how well our operations management mitigated
any lost time and equipment. The piping contractor
was on site Memorial Day, and temporary piping
was completed in five days. An amazing accom-
plishment!

We look forward to an improved 2010 fiscal year.
The soybean crop looks great, but we know we have
a long way to go. The recession will still be with us,
but export demand for US soybean meal and oil
looks strong for the fall and into the winter. With the
loss of the European market, biodiesel looks ques-
tionable, but the 5% Minnesota mandate will help.
Rest assured that your Board and your management
team is always working in your interest.

Jim Sallstrom
MnSP Board President
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MNSP Board of Directors trading policy 
Jim Sallstrom

At the June Board of Directors meeting a
motion was discussed and passed that will
allow all MnSp members to be updated when
Board members and designated employees
buy or sell shares to be listed on the website
under the stock info area and in the quarter-
ly newsletter. Previously, whenever MnSp
shares were traded the price and number of
shares had been listed on the website in the
stock info area.  Transactions that involved
shares being sold will continue to be listed
on the website with no name attached, in
addition any trades that involve Board mem-
bers or designated staff will be identified in
a separate paragraph in the same area with
no name attached along with the shares sold
and the share purchase price. 



It is important to put some statistics
on the economic issues that the US
soybean industry has been facing
this crop year and our fiscal year.
Domestic demand for soybean meal

is off 8% accord-
ing to USDA
e s t i m a t e s .
Soybean meal
demand drives
crush, because
soybean meal
must be shipped
as produced.
Thus, US soy-

bean crush is off over 8%, and our
volume is off proportionately.
Unfortunately, crushers don’t know
the meal demand in advance, so in
reality the industry crushes until
meal surpluses weigh on the market
and margins deteriorate. In reaction
to unacceptable margins, plants cut
back, but margins had to get very
bad for that to happen.
Unfortunately, oil demand is off
more than meal demand. Even with
the reduced industry crush, industry
stocks of soybean oil have increased
this year by nearly 30%. This eco-
nomic scenario hurts us, and all
crushers, in two ways. First, our
underlying margin deteriorates
below total cost. Second, 40% of our
cost structure is essentially fixed,
and cannot be reduced at lower

crush rates. So, costs go on and
income drops.

I am very hopeful about the first
three to six months of the new fiscal
year. While I don’t expect much
increase in demand for domestic
livestock feeding, export demand for
the first quarter is exceptional. The
crop failure in Argentina earlier this
year leaves a vacuum in global meal
supplies. US crushers are poised to
fill that need. This will open up
domestic markets to us. While we
have spent most of this year below
capacity, I expect to run above capac-
ity from the time new crop beans
become available through sometime
this coming winter. Fall crushing
margins are looking to be about 20
cents per bu. better than this year.
Unfortunately, the outlook for
biodiesel margins is not as bright.
The loss of the European market due
to the EU’s prohibitive import duty
imposed March 3rd has dramatically
reduced the demand for soy
biodiesel. It does not seem possible
that biodiesel can be profitable next
year, but our plant should continue
to be a good alternative to marketing
crude soybean oil and contribute
positively to our overall bottom line.

Most of you are aware that we did
experience a fire on May 23rd in the

liquid product load out machinery.
This fire damaged or destroyed our
load out system for crude oil and
biodiesel and damaged two storage
tanks. As a result, we were down for
8 1/2 days and since resuming oper-
ations have been reduced due to lim-
itations of the temporary load out
system that we hurriedly installed. I
am very proud of the reaction of our
employees. First of all, a number of
them left their families on a holiday
Saturday night to go to the Brewster
fire station to assist in any way they
could. Some returned from being out
of town, even that very night.
Secondly, to have this facility up and
running just a little over a week after
such a potentially catastrophic event
was a major achievement. We are
fully insured and have already
begun working toward a claim reso-
lution with our insurance carriers.
We have even received a preliminary
claim payment of $1 million, which
certainly will help our cash flow as
we pay contractors and equipment
suppliers for replacement work. We
expect to be close to normal opera-
tions by late July, and fully function-
al by the end of September.

Richard Galloway,
General Manager

MnSP hopeful for first two quarters of new fiscal year

UPCOMING DATES:
Minnesota Soybean Processors will be holding Shareholder Update meetings at the following locations:

Redwood Falls Community Center August 18th at 1:30 pm
Heron Lake Community Center August 19th at 9:30 am
Rock Rapids IA Community Center      August 20th at 1:30 pm

Board Members and MSNP Staff will review the market conditions and year-to-date finances, as well as
update all shareholders on repairs in progress from the May fire.

MNSP Field Plot Day
MNSP will sponsor a Plot visit day on Tuesday August 25th from 11:00 am to 3:00 pm. The plot is located
just west of the plant along Hwy 60. Please join us to see the 22 varieties and companies, including 4 Low
Lin varieties exhibited in this plot. Merchandisers will be on hand to discuss our new Low Lin program and
the benefits to both the farmers and consumers; along with the Fall buying and delivery programs and our
oil and protein premiums paid for delivery of high quality beans.



This ninth month financial report contains forward-looking state-
ments. We undertake no responsibilties to update any forward-
looking statement. When used, the words "believe,: "expect,"
"will," "can," "estimate," "anticipate," and similar words are
intended to identify forward-looking statements. Readers should

not place undue reliance on forward-looking statements and rec-
ognize that the statements are not predictions of annual results
which could and likely will differ from those in the forward-look-
ing statements due to risks and uncertainties including those
described in our annual, quarterly & current reports.
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There has been a great amount of
press lately regarding the EPA,
Congress and biodiesel. Here's a
quick update; there will be much
more detailed information
mailed to you shortly.

In 2007 Congress passed a law
that requires 36 billion gallons of
alternative fuels to be used
according to a phase-in sched-
ule. Included in that law was a
specific requirement for 1 billion
gallons of biodiesel (called the
biodiesel carve-out) to be used
by petroleum refiners starting
January 1, 2009. The law also
charged the EPA with drafting
rules to implement the law.

EPA spent about 18 months
drafting their rules, missed the

January 1 date of putting the law
into effect but finally released its
proposed rules on May 5, 2009
with a set of proposed rules that
essentially prohibits the use of
soy based biodiesel for meeting
the carve-out provision.

Why? Essentially EPA bought
into a dubious environmental
theory called Indirect Land Use
Change (ILUC) which in its
essence says that if a U.S. farmer
plants an acre of soybeans whose
oil is used in biodiesel, some-
where in the world another
farmer has to plant a new acre of
soybeans to replace the 'lost' U.S.
acre. Environmentalist state that
replacement acre comes out of
Brazilian Rain Forest, hence,
there is no environmental benefit

to biodiesel made from soybeans
and soy based biodiesel should-
n't be used.
While Minnesota Congressman
Peterson worked to solve the
ILUC fiasco with House legisla-
tion, the legislative process
moves at glacial speed and there
is no assurance the Senate will
pass his language. Thus the
biodiesel industry finds itself
back at square one and will have
to work with the EPA to try and
solve the ILUC fiasco EPA has
created. Watch your mailbox for
further news on this critical issue
to you and the biodiesel indus-
try.

Ron Marr
Biodiesel Consultant

EPA, Congress, and Biodiesel Update


