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Highl ights:              

•   To ta l  revenues increase 12% vs .  year -ago quar te r  to  $79.4  mi l l i on   

•   Bas ic  EPS o f  $0 .13  compared wi th  $0 .10  in  year -ago quar ter   

•   D is t i l le ry revenues r i se 22% over  year -ago quar te r   

•   H igher  na tura l  gas  pr ices  res t ra in  th i rd  quar ter  d is t i l le ry p rof i t s   

•   H igher  th i rd  quar te r  wheat  p r ices  impact  p ro f i t s  in  ingred ien ts  segment   

•   S t rong four th  quar te r  an t ic ipa ted  based on  cur ren t  assumpt ions   

ATCHISON,  Kan. ,  May 10,  2006 - -MGP Ingred ients ,  Inc .  (Nasdaq/MGPI)  today repor ted  ne t  
income o f  $2,083,000,  o r  $0 .13  in  bas ic  earn ings  per  share ,  for  the  th i rd  quar te r ,  which  
ended March 31,  2006.  Th is  compares  wi th  ne t  income o f  $1 ,627,000,  o r  $0 .10 per  share ,  
fo r  the  th i rd  quar te r  o f  f i sca l  2005.  Net  sa les  in  the  cur ren t  year 's  th i rd  quar te r  to ta led 
$79,422,000,  an  increase o f  12  percent  above net  sa les  o f  $71,186,000 in  the  pr io r  year  
per iod .  The improvement  in  to ta l  revenue compared to  a  year  ago resu l ted  f rom increased 
sa les  in  the  d is t i l le ry p roduc ts  segment .  D is t i l le ry p roduc ts  sa les  rose  by $10.2  mi l l ion ,  o r  
22  percent ,  above d is t i l le ry sa les  in  the  th i rd  quar ter  o f  f i sca l  2005.  To ta l  ingred ien ts  sa les  
dec l ined by $1.9  mi l l ion ,  o r  8  percent ,  compared to  las t  year 's  th i rd  quar ter .   

"As  in  the  f i rs t  two quar te rs  o f  th is  f i sca l  year ,  our  ga ins  in  the  th i rd  quar te r  were  dr iven by 
our  d is t i l le ry p roduc ts  segment ,  where  the  fundamenta ls  remain  s t rong, "  sa id  Ladd 
Seaberg ,  p res ident  and ch ie f  execut ive  o f f i cer .  "A l though we essent ia l l y  a re  produc ing  a t  
our  to ta l  max imum d is t i l le ry capac i ty  ra te  o f  approx imate ly 110 mi l l i on  ga l lons  annua l l y ,  we 
ant ic ipa te  an even grea ter  p ro f i t  cont r ibu t ion  f rom th is  segment  in  our  four th  quar te r  due to  
s t rengthened a lcohol  pr ic ing  and lower  na tura l  gas  pr ices .  As  a  resu l t ,  we ant ic ipa te  tha t  
our  to ta l  four th  quar te r  opera t ing  income wi l l  be  a t  leas t  equa l  to  our  to ta l  opera t ing  
income fo r  the  f i rs t  n ine  months  o f  the  f i sca l  year .  Th is  fo rward- look ing  s ta tement  assumes 
tha t  we can main ta in  curren t  a lcohol  p roduc t ion  leve ls ,  tha t  wheat  p r ices  don ' t  inc rease 
more  than an t ic ipa ted,  tha t  sa les  o f  spec ia l ty  ingred ien ts  meet  expecta t ions  fo r  the  quar te r  
and tha t  na tura l  gas  pr ices  remain  a t  o r  be low cur ren t  leve ls . "   

Seaberg  no ted  tha t  "a  s ign i f i can t  percentage o f  our  fue l  g rade a lcoho l  sa les  are  made 
pursuant  to  cont rac ts  o f  f rom s ix  to  n ine  months  dura t ion .  In  l ine  wi th  th is  p rac t i ce ,  a t  Apr i l  
1 ,  2006 we had cont rac ted  a  s izeab le  por t ion  o f  our  to ta l  cur ren t  a lcohol  capac i ty  to  
cus tomers  in  the  fue l  a lcohol  a rea  th rough the  end o f  ca lendar  2006.  Cons is ten t  wi th  
fo rward  market  ac t i v i ty ,  these cont rac ts  are  a t  p r ices  h igher  than prev ious cont rac ts  wh ich  
were  in  e f fec t  dur ing  a l l  o r  par t  o f  the  th i rd  quar ter . "     

Seaberg  went  on  to  say tha t  "whi le  we have exper ienced s ign i f i can t  inc reases in  fue l  
a lcoho l  p r ices ,  we have a lso  seen pr ice  improvements  in  the  food grade a lcohol  a rea .    We 
have been in  the  food grade a lcoho l  bus iness  fo r  over  60  years  and in tend to  main ta in  a  
so l id  p resence in  the  food grade area.  We have longs tanding  re la t ionsh ips  wi th  our  food 
grade cus tomers ,  whose needs we remain  commi t ted  to  serv ing . "   

The company cont inued to  fee l  the  e f fec ts  o f  h igher  energy costs  in  the  th i rd  quar te r ,  
a f fec t ing  opera t ing  income in  the  d is t i l le ry segment  and,  to  a  lesser  exten t ,  cont r ibu t ing  to  
a  loss  in  the company's  ingred ien ts  segment .  The pr imary cause was a  62  percent  inc rease 
in  the  average pr i ce  o f  na tura l  gas ,  cont r ibu t ing  to  a  $7.6  mi l l i on ,  o r  66  percent ,  r i se  in  the  
company's  cos t  o f  na tura l  gas  over  the  th i rd  quar te r  o f  f i sca l  2005.   



Thi rd  quar ter  p ro f i tab i l i t y  in  the  ingred ien ts  segment  was adverse ly a f fec ted  by lower  un i t  
sa les  and reduced pr ices fo r  cer ta in  h igher  va lued spec ia l ty  ingred ien ts  fo r  bo th  food and 
non- food app l ica t ions  compared to  a  year  ago.  Pro f i tab i l i t y  in  th is  segment  was fu r ther  
a f fec ted by h igher  raw mater ia l  p r ices  fo r  wheat ,  a  major  cos t  component .  Wheat  pr i ces  fo r  
the  quar ter  averaged 13 percent  h igher  than the  pr io r -year  per iod .   

"We are  tak ing  a  c lose look  a t  our  ingred ien ts  segment  in  an  e f fo r t  to  p roduce a  more  
pro f i tab le  product  mix ,  espec ia l l y  in  l igh t  o f  h igher  wheat  cos ts , "  Seaberg  sa id .    "Our  goal  
in  th is  a rea  is  to  concentra te  on  growing spec i f i c  h igh  end,  h igh ly func t iona l  spec ia l ty  
ingred ien ts .  S imu l taneous ly,  we wi l l  s t r i ve  to  reduce the  adverse  impact  tha t  sa les  o f  lower  
va lued commodi ty  wheat  g lu ten  and s tarches have on  our  bo t tom l ine . "    Whi le  sa les  o f  
commodi ty  s ta rches  increased in  the cur ren t  year 's  th i rd  quar te r  compared to  a  year  ago,  
sa les  o f  commodi ty  wheat  g lu ten  dec l ined.   

Segment  Resul ts   

The fo l lowing  is  a  summary o f  revenues and pre- tax pro f i ts / ( loss)  a l loca ted to  each 
opera t ing  segment  for  the  th ree  months  and n ine  months  ended March 31 ,  2006 and 2005.  
In te res t  expense,  inves tment  income and o ther  genera l  misce l laneous expenses  are  
c lass i f ied  as corpora te .   

 Thi rd  Qua r te r  Th i rd  Qua r te r  N ine  Months  N ine  Months  
 Fisca l  2006  F isca l  2005  F isca l  2006  F isca l  2005  
( I n  Th ousan ds )      
I ngre die nts      
Ne t  Sa les  $2 2 ,324 $2 4 ,245 $6 6 ,786 $6 5 ,859
Pre -Ta x  Income  (2 ,175 ) (9 41 ) (4 ,568 ) (2 ,741 )
Dis t i l l e r y Produc ts      
Ne t  Sa les  $5 7 ,098 $4 6 ,941 $1 65 ,35 3 $1 35 ,36 9
Pre -Ta x  Income  5 ,831 3 ,576 16 ,636 8 ,751
Corpora te  ( 8 36 ) (2 75 ) (1 ,818 ) (1 ,093 )

Dist i l lery  Products  Segment  -  Q3 Highl ights  

To ta l  sa les  o f  d is t i l le ry p roducts  in  the th i rd  quar ter  o f  f i sca l  2006 rose  by approx imate ly 
$10.2  mi l l i on ,  o r  22  percent ,  compared to  the  th i rd  quar ter  o f  f i sca l  2005.  Th is  improvement  
was pr inc ipa l l y  due to  a  $6 .4  mi l l ion ,  o r  43  percent ,  increase in  sa les  o f  food grade a lcohol  
and a  $3.7  mi l l i on ,  o r  15  percent ,  increase in  sa les  o f  fue l  g rade a lcoho l .    In  the  food 
grade area ,  sa les  o f  a lcohol  for  indust r ia l  app l ica t ions  rose  by $4 .7  mi l l ion ,  o r  near ly  45 
percent ,  and sa les  o f  a lcoho l  fo r  beverage app l ica t ions  rose  by approximate ly $1 .6  mi l l ion ,  
o r  37  percent ,  due to  improved pr ices and increased un i t  sa les compared to  a  year  ago.  
The increased sa les  o f  fue l  g rade a lcohol  a lso  resu l ted  f rom h igher  average se l l ing  pr ices ,  
wh ich  o f fse t  a  decrease in  un i t  sa les .  Sa les  o f  d is t i l le rs  feed,  the  pr inc ipa l  by-product  o f  
the  a lcoho l  product ion  process ,  were  s l igh t ly  h igher  than year -ago leve ls .    Th is  
improvement  was due to  h igher  un i t  sa les  resu l t ing  f rom increased a lcohol  p roduc t ion  as  
pr i ces  fo r  d is t i l le rs  feed dec l ined f rom a year  ago.   

Ingredients  Segment  -  Q3 Highl ights  

To ta l  ingred ien t  sa les  in  the  th i rd  quar te r  o f  f i sca l  2006 decreased by approx imate ly $1 .9  
mi l l i on ,  o r  8  percent ,  compared to  the  pr io r  year 's  th i rd  quar ter .  Th is  pr inc ipa l l y  was due to  
a  dec l ine  o f  near ly  $500,000,  o r  5  percent ,  in  sa les  o f  spec ia l ty  ingred ien ts  fo r  food 
app l ica t ions  and a  decrease o f  $1 .2  mi l l i on ,  o r  15  percent ,  in  sa les  o f  spec ia l ty  ingred ients  
fo r  non- food appl ica t ions ,  p r inc ipa l ly  the  MGPI  Chewtex(TM)  l ine  o f  pe t - re la ted  ingred ien ts .  
  The decrease in  sa les  o f  spec ia l ty  ingred ien ts  fo r  food appl i ca t ions  compared to  a  year  
ago was main ly  due to  reduced sa les  o f  F ibersym(TM)  res is tant  s ta rches  and Ar ise® wheat  
p ro te in  iso la tes .  H igher  sa les  o f  Wheatex® textured wheat  p ro te ins  and cer ta in  Pregel (TM)  
spec ia l ty  s tarches  par t ia l l y  o f fse t  these reduct ions .   

As  par t  o f  food- re la ted  sa les ,  commodi ty  ingred ien t  sa les  dec l ined by approx imate ly 
$800,000,  o r  19  percent ,  compared  wi th  the  pr io r  year  quar te r .  Sa les  o f  mi l l  feed and o ther  



mi l l  produc ts  rose  by near ly  $600,000,  o r  265 percent .   

Resul ts  for  Nine Months  

For  the  f i rs t  n ine  months  o f  f i sca l  2006,  the  company had ne t  income o f  $6 ,632,000,  o r  
$0 .41 in  bas ic  earn ings  per  share ,  on  sa les  o f  $232,139,000,  compared wi th  ne t  income o f  
$3 ,272,000,  o r  $0 .20  per  share ,  on  sa les  o f  $201,228,000 fo r  the  f i rs t  n ine  months  o f  f i sca l  
2005.  Th is  improvement  was pr imar i l y  due to  a  22  percent  inc rease in  d is t i l le ry p roduc ts  
sa les ,  wh ich resu l ted  f rom h igher  un i t  sa les  o f  food grade a lcoho l  and increased pr ices  fo r  
bo th  food grade and fue l  g rade a lcoho l .  Ingred ients  sa les  increased jus t  over  1  percent  in  
the  f i rs t  n ine months  o f  f i sca l  2006 compared to  the  year -ago per iod .  Food ingred ien t  sa les  
increased more  than 5  percent ,  whi le  sa les  o f  ingred ien ts  fo r  non- food app l ica t ions ,  ma in ly  
re la ted  to  pet  p roduc ts ,  dec l ined by 13  percent .   

The company's  to ta l  opera t ing  income o f  $10.4  mi l l ion  fo r  the  n ine  months  o f  f i sca l  2006 
compares favorab ly to  the  $5.1  mi l l i on  in  the  same per iod  a  year  ago.  Pre- tax  income for  
the  d is t i l le ry segment  increased by $7.9  mi l l ion ,  o r  90  percent ,  over  the  pr ior  year .  The 
pre- tax  loss  in  the  ingred ien ts  segment  fo r  the  f i rs t  n ine  months  o f  f isca l  2006 was $1 .8  
mi l l i on ,  o r  67  percent ,  h igher  than the pre- tax  loss  incur red to  the  same per iod  in  f i sca l  
2005.     

Outlook  

Seaberg  commented,  "Dur ing  our  four th  quar te r ,  we expect  our  d is t i l le ry opera t ions  wi l l  
benef i t  f rom both  h igher  se l l ing  pr ices  and lower  energy cos ts .  Demand in  the  a lcoho l  
indus t ry i s  expected to  remain  s t rong in  the  coming f i sca l  year ,  wh ich  bodes we l l  fo r  
favorab le  a lcohol  p r ic ing .  G iven the  cur ren t  env i ronment ,  we are  cons ider ing  var ious  
in i t ia t i ves  tha t  wi l l  a l low us  to  generate  incrementa l  vo lume f rom our  ex is t ing  p lan t  ne twork  
dur ing  f isca l  2007. "     

Regard ing  ingred ien ts ,  Seaberg  s ta ted ,  "We ant i c ipa te  some deter io ra t ion  in  four th  quar te r  
ingred ien ts  sa les  pr imar i l y  due to  reduced cus tomer  order  p ro jec t ions  in  the  non- food area.  
Our  reso lve  to  improve bo th  sa les  and pro f i tab i l i ty  in  the  ingred ien ts  segment  has  never  
been grea ter .  Work ing  f rom a  core  base o f  loya l  cus tomers ,  we wi l l  con t inue to  par tner  wi th  
them in  deve lop ing  produc ts  tha t  de l i ver  va luab le  benef i ts .  Th is  bus iness ,  and the  re la ted  
inves tment  in  R&D,  is  the  foundat ion o f  MGPI 's  un ique f ranch ise .  Go ing forward ,  we p lan  to  
app ly g rea ter  d isc ip l ine  to  managing  our  p roduc t  por t fo l io ,  inc lud ing  po tent ia l  re turns  on  
cap i ta l  and the  re la ted  r isk .  Th is  cou ld  resu l t  in  the  c rea t ion  o f  a  more  conf ined bu t  more  
pro f i tab le  mix  o f  ex is t ing  ingred ien ts ,  par t icu la r l y  in  re la t ion  to  food appl ica t ions . "  

Seaberg  conc luded,  "Th is  i s  an  exc i t ing  t ime in  MGP's  evo lu t ion .  We have s t rengthened our  
execut ive  and p lan t  management  s t ructure  and are  exp lor ing  ways  to  improve the  
produc t i v i ty  o f  our  in tegra ted  opera t ing  ne twork  and our  pursu i t  o f  improved pro f i tab i l i ty .  A t  
the  same t ime,  sa les  and market ing  func t ions  fo r  bo th  bus iness segments  are  now more  
synchron ized.  The goal  i s  to  pu t  more  focus  on  products ,  cus tomers  and cap i ta l ,  and 
thereby c reate  more  va lue  fo r  our  s tockholders . "   

Investor  Conference Cal l   

The company wi l l  hos t  an  inves tor  con ference ca l l  today a t  10  a .m.  cen tra l  t ime to  rev iew 
the  th i rd  quar te r  resu l ts .  S tockholders  and o ther  in te res ted  par t ies  may l i s ten  to  the  ca l l  
l i ve  v ia  te lephone by d ia l ing  877-715-5297 by 9 :50 a .m.  centra l  t ime,  o r  access  i t  on  the 
In ternet  a t  www.mgpingred ien ts .com.  To see the  Earn ings  Sta tement  and Consol ida ted  
Balance Sheet  in format ion  in  .PDF format ,  c l i ck  here .    

About  MGP Ingredients   

In  bus iness  s ince 1941,  MGP Ingred ien ts ,  Inc .  i s  a  recognized p ioneer  in  the  development  
and product ion  o f  na tura l  g ra in -based produc ts .  The Company has  fac i l i t ies  in  A tch ison,  
Kan. ,  Pek in ,  I l l . ,  Kansas Ci ty ,  Kan. ,  and Onaga,  Kan. ,  tha t  u t i l i ze  the  la tes t  techno log ies  to  



assure  h igh  qua l i ty  p roducts  and to  main ta in  e f f ic ien t  p roduct ion  and serv ice  capab i l i t i es .   

Caut ionary Note  Regarding Forward-Looking Statements   

This  news re lease conta ins  fo rward- look ing  s ta tements  as  we l l  as  h is to r ica l  in fo rmat ion .  
Forward- look ing  s ta tements  are  usual ly  ident i f ied by  or  a re  assoc ia ted  wi th  such words  as  
" in tend, "  "p lan" ,  "be l ieve, "  "es t imate ,"  "expec t , "  "an t ic ipa te , "  "hopefu l , "  "should , "  "may, "  
"wi l l " ,  "cou ld"  and or  the  negat ives  o f  these te rms or  var ia t ions o f  them or  s imi lar  
te rmino logy .  They re f lec t  management 's  cur ren t  be l ie fs  and est imates  o f  fu tu re  economic  
c i rcumstances ,  indus t ry  condi t ions ,  company per fo rmance and f inanc ia l  resu l ts  and are  no t  
guarantees  o f  fu tu re  per fo rmance.  A l l  such forward- look ing  s ta tements  are  sub jec t  to  
cer ta in  r isks  and uncer ta in t ies  tha t  cou ld  cause ac tua l  resu l ts  to  d i f fer  mater ia l l y  f rom 
those contempla ted  by  the  re levant  fo rward- look ing  s ta tement .  Impor tan t  fac tors  tha t  cou ld  
cause ac tua l  resu l ts  to  d i f fe r  mater ia l ly  f rom our  expec ta t ions  inc lude,  among o thers :    ( i )  
the  ava i lab i l i t y  and cos t  o f  g ra in ,  ( i i )  f luc tuat ions  in  gasol ine  pr ices ,  ( i i i )  f luc tuat ions  in  
energy  cos ts ,  ( i v )  compet i t i ve  env i ronment  and re la ted  marke t  condi t ions ,  (v i )  our  ab i l i ty  to  
rea l i ze  opera t ing  e f f i c ienc ies ,  (v i i )  the  e f fec t iveness  o f  our  hedging  programs;  (v i i i )  access  
to  cap i ta l  and ( i x )  ac t ions  o f  governments .  For  fu r ther  in fo rmat ion  on  these and o ther  r i sks  
and uncer ta in t ies  tha t  may a f fec t  the company 's  bus iness ,  see I tem 1 .  Bus iness  -  R isks  and 
Uncer ta in t ies  o f  the  company 's  Annua l  Repor t  on Form 10-K fo r  the  f i sca l  year  ended June 
30,  2005.   

  

 



 


