
Welcome to the

83RDANNUAL STOCKHOLDERS 

MEETING

Tuesday, March 25

1:00 pm



Welcome

John Zoet

HFB Board Chairman



Invocation

Ward Nyhuis
Hamilton Hardware



HFB Board of Directors

Joel Bussis, Vice Chairman, Dist 1

Harvey Leep, Executive Comm., Dist 3

Bill Gruppen, Dist 2

Gale Loew, Dist 1

Dorance Amos, Dist 4

Jerry Kramer, At-Large Director



Chairmanõs Remarks



Board of Director -

Representation by District



Board Elections

Vote for two of the four:

ÄJoel Bussis

ÄPaul Koeman

ÄGale Loew

ÄStu Wedeven



Board Candidates

District 1:

ÅJoel Bussis

Owner of Trestle Town Turkeys.

Fulfilled One-Term on the HFB Board.

ÅPaul Koemanð

Cash Crop Farming Operation and Finishes Hogs.

Michigan Farm Bureau - Board of Directors.



Board Candidates

ÅGale Loew 

Over 400 dairy cow business.

Two-term Board Member.

ÅStu Wedeven

Wedeven & Brothers Construction Co.

Former Allegan County Commissioner.



Board Elections

Vote for two of the four:

ÄJoel Bussis

ÄPaul Koeman

ÄGale Loew

ÄStu Wedeven



CEO

SELECTION PROCESS

BOB FENTON



HFB Managers

Mark White -Agronomy

Scott Parker - Hamilton Agronomy

Wade Blowers - T.C. Agronomy

Dave Miller -Ag Innovations

Tom Bonesho - Chevrolet

Bern Diekema - Eggs

Pam Schut - Energy

Jon Pfnister - Feed

Ward Nyhuis - Hardware

Jerry Johnson - Lumber



BOB FENTON
Chief Executive Officer



CEO Comments

È $121,848,682  in Sales

È $3.457 Million Loss



2002 Performance
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CEO Comments

1. There are no excuses.

2. We made some mistakes. 

3. We acted appropriately and 
swiftly by year end to create 
change.



HARVEY ELGERSMA
Chief Financial Officer



Consolidated Balance Sheet

December 31,

(Restated)

      ASSETS 2002 2001

Cash and Cash Equivalents 1,475,404   590,418       

Accounts Receivable 9,306,572   10,872,895   

Inventories 14,493,978 11,237,306   

Other Current Assets 1,704,817   1,294,171     

   Total Current Assets 26,980,771 23,994,790   

Property, Plant and Equipment, net 10,216,635 12,583,375   

Other Assets 3,394,683   2,628,523     

   Total Assets 40,592,089 39,206,688   



Consolidated Balance Sheet

     LIABILITIES AND PATRONS' EQUITIES (Restated)

2002 2001

Notes Payable 13,898,459 7,410,536     

Accounts Payable 5,563,776   6,083,974     

Other Current Liabilities 3,350,922   3,298,916     

Current Maturities of Long-Term Debt 1,284,000   1,022,000     

   Total Current Liabilities 24,097,157 17,815,426   

Long-term Debt 10,831,550 12,301,284   

Other Long-Term Liabilities 860,000      666,500       

   Total Liabilities 35,788,707 30,783,210   

Capital Stock and Patrons Equity 4,803,382   8,423,478     

   Total Liabilities and Patrons Equity 40,592,089 39,206,688   



Income Statement

(Restated)

2002 2001

Product Sales 121,848,682 118,127,636 

Services and Other Revenues 3,026,355     3,440,207     

Income before Operating Expenses 24,561,737   25,167,406   

Operating Expenses 25,279,163   22,216,869   

Interest Expense 1,567,589     1,765,986     

Market Loss on Swaps 275,000       390,000       

Other non-operating expenses 65,110         -                  

Provision for income taxes (435,200)      165,107       

Income (loss) from continuing operations (2,189,925)    629,444       

Loss from discontinued operations (1,267,217)    (616,847)      

Net income (loss) (3,457,142)    12,597         



HAMILTON FEED

2002 2001

Product Sales 14,176,880 15,625,122 

Services and Other Revenues 1,002,738   1,272,341   

Gross Margins 3,186,291   4,332,449   

Operating Expenses 3,994,935   3,832,321   

Interest Expense 157,386      204,362      

General & Administrative Allocation 570,000      500,000      

Divisional Net Income (1,536,030)  (204,234)     



2002 2001

Product Sales 28,078,273 26,593,312 

Services and Other Revenues 558,456      639,387      

Gross Margins 3,299,190   3,550,201   

Operating Expenses 2,266,087   2,257,962   

Interest Expense 227,067      201,205      

General & Administrative Allocation 432,000      380,000      

Divisional Net Income 374,036      711,034      

WEST MI MILLS



AG INNOVATIONS

2002 2001

Product Sales 7,737,873 3,759,895 

Services and Other Revenues 8,745       16,499      

Gross Margins 1,430,825 766,039    

Operating Expenses 2,066,278 589,067    

Interest Expense 81,294      44,235      

General & Administrative Allocation 72,000      -              

Divisional Net Income (788,747)   132,737    



HAMILTON ENERGY

2002 2001

Product Sales 4,916,312 5,298,332 

Services and Other Revenues 104,808    92,686      

Gross Margins 1,965,667 1,867,361 

Operating Expenses 1,254,995 1,123,304 

Interest Expense 132,000    184,151    

General & Administrative Allocation 252,000    220,000    

Divisional Net Income 326,672    339,906    



KALKASKA ENERGY

2002 2001

Product Sales 983,805  856,401  

Services and Other Revenues

Gross Margins 349,436  272,596  

Operating Expenses 390,000  357,000  

Interest Expense 48,000    42,000    

General & Administrative Allocation 48,000    42,000    

Divisional Net Income (136,564) (168,404) 



HAMILTON AGRONOMY
2002 2001

Product Sales 3,825,321 4,150,599 

Services and Other Revenues 490,780    521,999    

Gross Margins 1,317,384 1,400,066 

Operating Expenses 999,382    1,050,506 

Interest Expense 64,187      103,254    

General & Administrative Allocation 159,984    140,000    

Divisional Net Income 93,831      106,306    



AGRONOMY - MARTIN

2002 2001

Product Sales 3,944,522 4,827,709 

Services and Other Revenues 275,439    355,957    

Gross Margins 1,067,732 1,414,102 

Operating Expenses 895,517    935,958    

Interest Expense 97,584      120,119    

General & Administrative Allocation 159,984    140,000    

Divisional Net Income (85,353)     218,025    



2002 2001

Product Sales 3,841,269 5,130,503 

Services and Other Revenues 54,062      74,064      

Gross Margins 826,952    1,082,902 

Operating Expenses 591,965    773,274    

Interest Expense 68,309      116,080    

General & Administrative Allocation 159,984    140,000    

Divisional Net Income 6,694       53,548      

AGRONOMY ðT.C.



2002 2001

Product Sales 17,694,280 15,778,967 

Services and Other Revenues 449,468      399,599      

Gross Margins 3,534,427   3,383,577   

Operating Expenses 2,847,320   2,866,820   

Interest Expense 124,706      160,454      

General & Administrative Allocation 360,000      315,000      

Divisional Net Income 202,401      41,303       

HAMILTON EGGS



HAMILTON LUMBER

2002 2001

Product Sales 13,640,368 10,755,292 

Services and Other Revenues 29,042       17,614       

Gross Margins 3,929,938   3,157,062   

Operating Expenses 3,176,693   2,461,872   

Interest Expense 203,578      173,117      

General & Administrative Allocation 348,000      302,000      

Divisional Net Income 201,667      220,073      



LUMBER - PLAINWELL

2002 2001

Product Sales 8,379,063 8,845,569 

Services and Other Revenues 18,783      2,210       

Gross Margins 1,852,394 2,046,167 

Operating Expenses 1,736,478 1,666,405 

Interest Expense 164,024    161,987    

General & Administrative Allocation 345,600    302,000    

Divisional Net Income (393,708)   (84,225)     



LUMBER - KALKASKA

2002 2001

Product Sales 4,940,200  5,420,978 

Services and Other Revenues 96,263       42,287      

Gross Margins 588,984     914,656    

Operating Expenses 1,535,173  1,350,540 

Interest Expense 132,934     130,209    

General & Administrative Allocation 72,000       63,000      

Divisional Net Income (1,151,123) (629,093)   



HAMILTON CHEVROLET

2002 2001

Product Sales 12,790,595 14,416,392 

Services and Other Revenues 30,238       44,039       

Gross Margins 1,199,073   1,470,043   

Operating Expenses 1,418,212   1,141,227   

Interest Expense 167,417      173,590      

General & Administrative Allocation 145,056      134,000      

Divisional Net Income (531,612)     21,226       



HAMILTON HARDWARE

2002 2001

Product Sales 1,839,821 2,089,543 

Services and Other Revenues 3,796       291          

Gross Margins 602,428    421,320    

Operating Expenses 498,693    512,505    

Interest Expense 32,037      37,090      

General & Administrative Allocation 90,000      78,000      

Divisional Net Income (18,302)     (206,275)   



ALLEGAN

2002 2001

Product Sales 356,862  1,219,905 

Services and Other Revenues 15,746    31,949      

Gross Margins (19,984)   220,281    

Operating Expenses 70,299    254,924    

Interest Expense 5,874     22,564      

General & Administrative Allocation 18,252    63,000      

Divisional Net Income (114,409) (120,207)   



ZEELAND

2002 2001

Product Sales 923,044  1,162,152 

Services and Other Revenues 45,687    58,123      

Gross Margins 209,552  417,103    

Operating Expenses 262,650  304,756    

Interest Expense 27,212    43,236      

General & Administrative Allocation 72,000    63,000      

Divisional Net Income (152,310) 6,111       



G & A EXPENSE

Projected Actual Actual

2003 2002 2001

Labor 932,389         1,418,695     1,265,467    

Payroll Taxes 82,161          106,924       98,234         

Employee Insurance 133,857         97,885         50,089         

Pension 36,926          51,024         60,991         

Michigan Single Business Tax (44,449)        180,000       

Property Taxes 18,000          21,798         21,893         

General Insurance 24,000          7,997           8,000          

Utilities & Telephone 67,200          79,662         66,676         

Repair & Maintenance 31,200          48,273         22,301         

Operating Expenses 12,000          16,290         15,376         

Rents and Leases 14,400          21,562         7,096          

Professional Services 264,000         305,483       325,168       



G & A EXPENSE

Projected Actual Actual

2003 2002 2001

Bad Debts and Collection Fees 285,059       57,953         

Account Service Charges (285,753)      (274,439)      

Supplies 120,000         110,570       170,125       

Advertising 60,000          70,313         86,366         

Travel & Meetings 48,000          79,263         76,015         

Training and Education 24,000          39,683         100,679       

Computer Services 137,508         133,287       128,585       

Computer Lease 276,492         276,492       276,492       

Miscellaneous 175,201         234,897       189,844       

Interest Expense (3,313)          44,342         

Depreciation 238,800         233,217       169,978       

Total 2,696,134      3,304,859     3,147,232    

% to Gross Profit 10.4% 13.1% 12.0%



OPERATIONAL 

CHANGES

Bob Fenton



Eight Steps To a 

Successful Change Process

1. Establish a Sense of Urgency

2. Create a Guiding Coalition

3. Develop a Vision and Strategy

4. Communicate the Change Vision

5. Empower Employees for Broad-Based Action

6. Generate Short-Term Wins

7. Consolidate Gains and Produce More Change

8. Anchor New Approaches in the Culture



1995 1996 1997 1998 1999 2000 2001 2002

Sales 67,328,767 82,351,501 86,378,120 75,769,127 85,843,021 102,270,413 118,127,636 114,110,809

Gross Profit 12,707,506 15,084,046 16,491,882 16,665,461 19,140,709 21,385,359 25,167,406 23,130,912

Net from Core (122,712) 57,129 (369,423) (627,018) (493,077) (954,949) 906,584 (2,570,798)

Disc. Ops. -              -              -              -              -              -                (616,847)    (1,267,217)

Patronage, 

Finance Charges

& Asset Sales 1,044,352 1,078,865 1,585,880 890,639 1,595,642 449,497 (112,033) (54,327)

Profit Before Tax 921,640 1,135,994 1,216,457 263,621 1,102,565 (505,452) 177,704 (3,892,342)

Equity % 27.60% 32.1% 34.5% 29.5% 30.9% 24.5% 22.8% 11.8%

Eight-Year Performance

The Change Process



The Change Process

Why will 2003 be a different 

year than 2002?



Strategically

1. Review Extraordinary Events

2. Discuss Operational Expense Reductions

3. Focus on Core Businesses

4. Balance Sheet Enhancement through Non-
Core Asset Sales

The Change Process



Extraordinary Events

Å$1.3 Million in Bad Debt

Å$1.26 Million in Discontinued Operations

Å$150,000 in Chevrolet Inventory Value 

Write-Down

Å$72,560 Write-Down of Farmland Stock



Operational Expense Reductions

Å40 Full-Time Equivalent Headcount Reduction from     
Ongoing Operations

Å$1.1 million in annualized savings

ÅTransferred Legends Deer Feed Line to Our Business Partner
Å$200,000 annual expense reduction

ÅIntroduced Cell Phone and Vehicle Policies
Å$60,000 in annual savings

Å33 Pieces of Excess Rolling Stock ðSold
ÅPermanently reduced operating expenses



Core Business Focus

ÅAgronomy

ÅEggs

ÅEnergy 

ÅFeed

ÅLumber



Balance Sheet Enhancement 
Non-Core Asset Sales

ÅChevrolet Franchise

ÅPlainwell Property

ÅKalkaska Property

ÅZeeland Property



Marketing Chevrolet

ÅNon-Core Business

ÅInventory Intensive

ÅCapital Investment Needed

ÅMarketing to Capture Potential Franchise 
Premium

Balance Sheet Enhancement 
Non-Core Asset Sales



Marketing Plainwell Property

ÅPro-active change to combat Home Depotõs market 
entrance.

ÅTransform to a sales office.

ÅRefocus to 90/10 contractor/project model.

ÅReduce operational expenses through shared 
logistics.

ÅMarketing to capture real estate premium.

Balance Sheet Enhancement 
Non-Core Asset Sales



Balance Sheet Enhancement 
Non-Core Asset Sales

Marketing Kalkaska Property

ÅOver invested for a propane business. 

ÅPortable to Traverse City office.

ÅReduce operational expenses by shared workforce 
efficiencies.

ÅMarketing to reduce real estate exposure.



Marketing Zeeland Property

ÅDiscontinued Operation

ÅMarketing to Reduce Real Estate Exposure

Balance Sheet Enhancement 
Non-Core Asset Sales



Summary

1. Eliminate Extraordinary Events

2. Operational Expense Reductions

3. Focus on Core Businesses

4. Non-Core Asset Sales

Business Performance Improvement

The Change Process



Questions & Answers



Other Business



Scholarship Recipients

ÅMichael Poll
Hamilton High School

Turf Grass Management
Iowa State University

ÅTessa Hammond
Delton-Kellogg High School

Agribusiness
Michigan State University



Reading of the Minutes

June 10, 2002

March 25, 2003



Thank you for your

Business!


