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Welcome

BOB FENTON
President/CEO
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HFB Board of Directors

Dorance Amos, Chairman, Dist 4

Paul Koeman, Vice Chairman, Dist 1

Jerry Kramer, Executive Comm., At-Large Director

Harvey Leep,Dist 3

Bryan Kleinheksel, Dist 1

Dan Wedeven, Dist 1

Garry Dreyer, Dist 2



HFB Managers

Wade Blowers ðChief Operating Officer
Harvey Elgersma ðChief Financial Officer

Mark Vander WerffðHamilton Agronomy South
Jeff LaymanðHamilton Agronomy North
Sharon FracalossiðHamilton Eggs
Pam SchutðHamilton Energy South
Kevin KobbinsðHamilton Energy North
Gary BrinksðHamilton Feed
Bob NienhuisðWest Michigan Mills
Ron JonesðSelections by Hamilton Lumber



Chairman of the Board

DORANCE AMOS



Earnings After Tax



Return on Equity
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Stockholdersõ Equity

Â Increased 19.8% to $9.3 million.

$9,255,010

0

1,000,000

2,000,000

3,000,000

4,000,000

5,000,000

6,000,000

7,000,000

8,000,000

9,000,000

10,000,000

2003 2004 2005 2006 2007

Equity in Millions of Dollars



-

1,000 

2,000 

3,000 

4,000 

5,000 

6,000 

7,000 

8,000 

9,000 

10,000 

Holland, GR, Kõzoo and 

Lakeshore Building Permits

24 Year Low



Management Discussion

HARVEY ELGERSMA

Chief Financial Officer



% to % to

2007 Sales 2006 Sales

Sales 134,539,693$    100.0% 93,743,575$   100.0%

Cost of Sales 114,618,080      85.1% 77,282,375     82.4%

Gross Margin 19,921,613       14.9% 16,461,200     17.6%

Service and other revenue 2,606,907         1.9% 2,449,753       2.5%

Gross Profit 22,528,520       16.7% 18,910,953     20.2%

Operating and administrative expenses 19,326,271       14.4% 16,722,040     17.8%

Income from operations 3,202,249         2.4% 2,188,913       2.3%

Interest expense 1,224,466         0.9% 998,788         1.1%

Income before other revenue (expenses) 1,977,783         1.5% 1,190,125       1.3%

Statement of Operations



Statement of Operations

% to % to

2007 Sales 2006 Sales

Other revenue (expense)

Market gain (loss) on swap agreements (435,000)          -0.3% 30,000           0.0%

Gain on sale of investments 1,458,731         1.1% -                   

Other revenue 13,742             0.0% 198,963         0.2%

Total other revenue (expense) 1,037,473         0.8% 228,963         0.2%

Income before income taxes 3,015,256         2.2% 1,419,088       1.4%

Provision for income taxes 82,700             0.1% 328,876         0.4%

Net income 2,932,556         2.2% 1,090,212       1.2%



ASSETS 2007 2006 2005

Current Assets

Cash 1,220,622$     1,103,985$       419,818$         

Brokerage Accounts 710,868         809,638$          174,522$         

Receivables 12,938,145 7,836,147 7,176,171

Inventories 11,218,137 8,320,560 7,870,442

Gain on forward contracts 2,222,140 2,252,614 67,762

Deferred Income Taxes 470,100         459,900           449,700          

Other Current Assets 2,907,657 473,531 650,296

Assets Held for Sale 225,000         1,011,370         734,370          

    Total Current Assets 31,912,669     22,267,745       17,543,081      

Consolidated Balance Sheet



Consolidated Balance Sheet

ASSETS 2007 2006 2005

Property and Equipment, net 11,164,228     10,205,681       7,207,812        

Other Assets

Investments 1,866,916 1,791,382 1,753,171

Notes Receivables 181,327         483,216           535,038          

Deferred Income Taxes 22,400           111,300           435,000          

Fair Value of Swap Agreements -                    110,000           80,000            

Other Assets 462,322         383,335           -                     

    Total Other Assets 2,532,965       2,879,233         2,803,209        

        Total Assets 45,609,862$   35,352,659$     27,554,102$    



Consolidated Balance Sheet

LIABILITIES AND EQUITY

2007 2006 2005

Current Liabilities

Accounts Payable 4,588,238$     3,123,021$       2,892,376$      

Grain Payables 2,687,703       1,860,672         1,259,423        

Notes Payable 8,440,280       6,629,157         2,953,176        

Current Maturities of Long-term Debt 1,175,000       1,125,000         725,000          

Loss on forward contracts 114,772         70,562             301,517          

Customer Deposits 8,109,719       4,085,906         3,052,739        

Other Current Liabilities 2,137,380       1,214,319         1,334,525        

    Total Current Liabilities 27,253,092     18,108,637       12,518,756      



Consolidated Balance Sheet

LIABILITIES AND EQUITY

2007 2006 2005

Long-term Debt 8,086,760       9,260,364         7,290,000        

Long-term Pension Liability 690,000         260,000           560,000          

Fair Market Value of Swap Agreements 325,000         -                      -                     

    Total Liabilities 36,354,852     27,629,001       20,368,756      

Shareholders' and Patrons' Equity 9,255,010       7,723,658         7,185,346        

    Total Liabilities and Equity 45,609,862$   35,352,659$     27,554,102$    



Statement of Changes in

Financial Position
December 31,

2007 2006

Cash flows from operating activities

Net Income 2,932,556$     1,090,212$   

Adjustments to derive cash flows

Depreciation and amortization 1,563,158       1,416,423     

Deferred Income Taxes 78,700           313,500        

(Increase) decrease in fair value of swap agreements 435,000         (30,000)        

Increase (decrease) in long-term pension liability 430,000         (300,000)       

Changes in operating assets and liabilities

Decrease (increase) in brokearge accounts 98,770           (635,116)       

Decrease (increase) in accounts receivables (5,101,998)      (696,533)       

Decrease (increase) in inventories (2,548,432)      (431,232)       

Gains on open forward contracts 30,474           (2,184,852)    

Decrease (increase) in other current assets (1,115,101)      209,240        

Increase (decrease) in accounts payables 1,465,217       230,645        

Increase (decrease) in grain payables 827,031         601,249        

Losses on open forward contracts 44,210           (230,955)       

Increase (decrease) in customer deposits 4,023,813       1,033,167     

Increase (decrease) in other liabilities 923,054         (251,512)       

Net cash from (used in) operating activities 4,086,452       134,236        



December 31,

Cash Flows from Investing Activities 2007 2006

Acquisitions (1,888,604)      (2,154,882)    

Purchase of property, plant and equipment (2,412,203)      (3,290,580)    

Retirements of property, plant and equipment (net) 31,945           206,038        

Decrease in assets held for sale 786,370         281,299        

Change in other assets 226,362         13,611         

Net Cash from investing activities (3,256,130)      (4,944,514)    

Cash Flows from Financing Activities

Net (payments) borrowing on notes payable 1,811,123       3,675,981     

New long-term debt 3,224,721     

Principal payments on long-term debt (1,123,604)      (854,357)       

Equity proceeds (redemptions), net (1,401,204)      (551,900)       

Net cash from (used by) financing activities (713,685)        5,494,445     

Net Change in Cash and Cash Equivalents 116,637         684,167        

Beginning Cash 1,103,985       419,818        

Ending Cash 1,220,622$     1,103,985$   

Statement of Changes in

Financial Position



Schedule of General and Administrative Expenses

2007 2006

Wages and Benefits 1,348,362      1,100,688   

Property Tax 29,610          28,732       

General Insurance 21,335          20,400       

Utilities 23,180          22,607       

Communications 30,607          30,098       

Repairs and maintenance 60,126          65,529       

Supplies 75,909          80,257       

Fuel & Oil Expense 5,014            7,953         

Professional Services 209,440        235,010      



Schedule of General and 

Administrative Expenses, cont.

2007 2006

Rents & Leases 19,769          19,270       

Computer Services 31,004          35,150       

Advertising / Promotions 19,886          19,156       

Employee Expenses 54,307          42,600       

Miscellaneous 135,713        94,717       

Depreciation 157,152        122,031      

subtotal 2,221,414      1,924,198   

Bad Debt Expenses 152,944        30,320       

Account Service Charges (171,358)       (163,518)     

subtotal (18,414)         (133,198)     

Total 2,203,000$    1,791,000$ 



Statement of ContinuingOperations

Divisional Summary

           Net income (loss)

                   Revenues                Before taxes 

2007 2006 2007 2006

Hamilton Feed 21,178,255     15,072,426     877,699       743,996         

West MI Mills 39,190,958     26,057,607     881,536       757,718         

Livestock 374,668         1,649,954       (12,690)        (12,317)          

Hamilton Energy 10,864,509     8,084,859       578,423       482,488         

Traverse City Energy 2,112,838      1,749,422       (168,737)      (166,119)        

Agronomy South 11,355,984     7,429,558       23,435         (853,309)        

Traverse City Agronomy 4,064,986      4,095,890       40,851         65,750           



Statement of ContinuingOperations

Divisional Summary

           Net income (loss)

                   Revenues                Before taxes 

2007 2006 2007 2006

Eggs 36,293,812     20,959,991     345,352       404,171         

Selections 11,458,838     10,874,603     (938,483)      (446,417)        

by Hamilton Lumber

Market gain on

swap agreements (435,000)      30,000           

Gain on sale of investments 1,458,731    

Other revenue and expense 251,752         219,018          364,139       413,127         

Total 137,146,600   96,193,328     3,015,256    1,419,088      



Divisional Summary ð

General & Admin
2007 2006 2005

Feed 336,000         280,000          336,000       

West MI Mills 336,000         280,000          336,000       

Livestock 3,000             6,000             85,000         

Hamilton Energy 442,000         265,000          276,000       

Traverse City Energy 72,000           60,000           72,000         

Agronomy South 216,000         200,000          336,000       

Traverse City 120,000         120,000          168,000       

Eggs 288,000         280,000          180,000       

Lumber 390,000         300,000          360,000       

Hardware -                    -                    21,000         

2,203,000      1,791,000       2,170,000    



BOB FENTON
Chief Executive Officer



ÅPatronage

ÅIncome from Operations

ÅFuture of Hamilton Farm Bureau



Patronage Guidelines

ÅAll shareholders to be treated equitably.

Å$500,000 of income before tax is required for Qualified Patronage.

ÅNon-Qualified Patronage could still be awarded below this level of net 

income.

ÅAwards will be based upon division performance:

ÅAllocated among patrons of that division based upon the dollar 

volume of purchases.

ÅFor the Egg Division, that allocation will be based upon the dollar 

value of the product purchased from the producer patrons.



Patronage Guidelines

Å100% of the patronage sourced income for the Agricultural 

divisions (Hamilton Feed, WMM, Eggs and Agronomy) will be 

allocated either as Qualified or Non-Qualified Patronage. 

ÅAllocation between Qualified and Non-Qualified will be 

determined annually after taking into account the impact on the 

bank covenants and the IRS guidelines for the cash portion of 

the qualified awards.



Patronage Guidelines

ÅUnallocated losses by a division will be recovered by future profits, 

from that division, before patronage is awarded.

ÅThe profits of the Energy businesses will be used to build general 

reserves and fund the retirement of Certificates of Equity. 

ÅLumber profits will be considered for patronage after unallocated 

losses are recovered.

ÅApproximately 50% of the Cooperativeôs current yearôs total net 

income will be distributed in cash. Around 25% will be the cash 

portion of the current yearôs patronage and around 25% will be used 

to retire old Certificates of Equity.



Patronage Guidelines

ÅCertificates of Equity will be retired by the age of the certificate. 

The oldest year will be retired first, partial year retirements will 

be allowed. The Board may elect to delay redemption of non-

qualified certificates until after all of the qualified certificates 

have been redeemed.

ÅThe Board will not consider redemption requests from estates. 

ÅDe minimis redemption of certificates (<$500) will also be 

allowed at Board discretion to reduce administrative costs. 

ÅRequests to retire the common stock of the Class A and B 

shareholders will be honored as long as bank covenants allow 

for it.



2007 Patronage

West MI Hamilton

Mills Eggs Feed FC Stone Total

Patronage 863,905  329,397  496,427  1,100,845 2,790,574 

Cash 25% 215,976  82,349    124,107  275,211    697,643    

Equity 75% 647,929  247,048  372,320  825,634    2,092,931 



Redemption

üThe last half of 1988 certificates, and

ü1989 certificates less than $100.

üTOTAL = $265,000



Increasing income from 

operations will drive equity 

growth and revolvement.

-2006 Annual Meeting



Increasing Income from Operations

1. Requires disciplined expense control. 

2. Needs organic top line growth.

3. Accelerated by prudent acquisitions. 



Disciplined Expense Control

ÂOperating Expenses decreased from 88.4% of 

gross profit to 85.8% in 2007.

Â Inflation is a strong factor moving forward.



Organic Growth

Division
Account

Growth

Market 

Share
Energy South 597 22%
Energy North 345 8%
Selections 70 5%
Agronomy South 33 15%
Feed 13 60%
Agronomy North 7 35%

Eggs 5 1%



Prudent Acquisitions

Agronomy Services

ÅContributed $435,000 to the 2007 operating 

income.


