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Agenda
1. Introductions

2. Laying the Path for Tomorrow

3. Zeeland Lumber Acquisition/Business Combination

4. Management Discussion on the Financials

5. Question and Answer Session

6. Leadership Awards

7. Board Elections

8. Scholarship Recipients

9. Reading of the Minutes



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



Welcome New Board Member

John Norkus, At-Large Director

ÅConsultant with DWA Associates

ÅHuntington National Bank ï1993 to 2008

-Senior VP & Regional Credit Officer

- VP & Senior Relationship Manager

ÅMBA - Western Michigan University

ÅBBA Finance ïGrand Valley State University



HFB Managers

Wade Blowers ðChief Operating Officer
Harvey Elgersma ðChief Financial Officer

Mark Vander Werff ðHamilton Agronomy South
Jeff Layman ðHamilton Agronomy North
Sharon Fracalossi ðHamilton Eggs
Pam Schut ðHamilton Energy South
Kevin Kobbins ðHamilton Energy North
Gary Brinks ðHamilton Feed
Bob Nienhuis ðWest Michigan Mills



WADE BLOWERS
Chief Operating Officer

Wade Blowers,

COO

Laying the Path for 
Tomorrow



Laying the Path for Tomorrow . . .

The process of:

ÅUncovering our core values.

ÅReviewing our mission.

ÅCreating a vision for the future. 



The Process . . .

ÅWe solicited responses of 2,500 stakeholders of 

HFB, which included Customers, Stockholders 

and Employees.  Getting a broad perspective 

was important.

ÅBoard of Directors and Managers, with the help 

of Lookout Ridge Consulting, sorted through 

the data to identify common themes in the 
responses.



The Process . . .

ÅFrom these responses, the Values, Mission and 

Vision of HFB were crafted.

ÅThese statements provide consistent focus for 

the Board, Management and Employees. We can 

use these as guidance for future decision 

making.



Values . . .

ÅIt is hard to create a unique set of values.  They 

are many times very similar across organizations.  

The most common values are:

ïServing Customers

ïQuality Work

ïIntegrity in Business Dealings

ïRespect 

ïGood Citizenship 



HFB Values . . .    Our Code of Conduct

ÅCustomer Focus

ÅCommunication

ÅIntegrity

ÅRespect

ÅCommitment

The values were derived from the themes of the 

responses from every survey and discussion.



HFB Values . . .    Why are they important?
ÅWithout a clearly practiced set of values, employees 

cannot and will not trust the Company and believe in its 

purpose.

ÅValues are core to every employee and must be 

consistently practiced every day by everyone in the 

organization.

ÅAs stated earlier, they are not unique in many cases, but 

the consistency with which they are practiced is!



HFB Mission . . .    Why we exist?

òWith integrity and value, we provide solutions for 

our farmers, customers and communities.ò

ÅMission can also be described as our purpose and provides 

focus on what we do every day.

ÅWe worked to have this honestly reflect what really mattered 

to our stakeholders.



HFB Mission . . .    Why is it important?
ÅThe real purpose of any company boils down to one 

thing: SERVING CUSTOMERS.

ÅThe real question is: How can companies achieve 

superior customer service year after year?

ïBy inspiring employees with a purpose that motivates 

them to achieve superior customer service.

ïIt must be combined in practice with a solid set of 

values and a strategy that is adaptive to changing 

business conditions.



HFB Mission . . .    Why is it important?
ÅEmployees today seek meaning in their work.  Their real 

motivation comes from believing that their work has 

purpose.

ÅWhen a company offers this strong sense of purpose 

over long periods of time, employees buy in and make 

the commitment to fulfilling it.

ÅCreating an organization of highly motivated people is 

hard to duplicate and compete against.



HFB Vision . . .    Provides focus on how 

we move forward.

ñTo be the regional leader in the agricultural and 

energy fields through employee driven innovation, 

earned customer trust and profitable growth.ò

ÅFocus on the distinct paths of agriculture and energy.

ÅRely on our employees to continually work to build 

stronger relationships with our customers.

ÅProvide profitable growth for our Stockholders.



HFB Vision . . .    Why is it important?

ÅThe forward-looking vision on how an 

organization achieves its mission can change or 

be adaptable to strategic moves of the 

organization.

ÅSound business strategy must be adaptable to 

changing or emergent business conditions.

ÅEmployees can adapt to major strategic shifts as 

long as the companyõs mission and values remain 

constant.



Lumber Decision

BOB FENTON 

Chief Executive Officer

Bob Fenton, 
CEO

LUMBER DECISION



Lumber Decision . . .

We recognize that:

ÅEmployee team worked hard to òwin on 

their ownó.

ÅNot completely popular.

ÅSome preferred concept of òriding it outó.

ÅThe emotional attachment is real. 

ÅProof will be in performance.



Lumber Background
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Lumber Facts
ÅWe were late adding residential builders.

ÅWe lacked market power due to our size.

ïYear 2000, we were in the top 400 in the U.S.

ïIndustry shifted to only measuring top 100. 

ÅWe were not ranked.

ÅZeeland Lumber is perennially in top 100.

ÅWe have lost $2.4 million since 2005.

ÅIndustry  shifting again. Not cyclical.



Lumber Needs
ÅAcquire residential expertise.

ÅAcquire buying power.

ÅBuild installed sales.

ÅCreate a defensible model with upside.

ïValuable for customers.  

ïStrength (profit) for the balance sheet.

ÅDevelop leadership capacity.



The Combination 
ÅBuilds real leadership capacity.

ÅLeverages residential & post frame expertise -

ïZeeland Contractor Services

ïHamilton Truss

ïDoor installation

ÅAdds buying power for customers.

ÅBuild a defensible model for shareholders with upside as 

economy improves = value.



Hamilton Farm Bureau 

Cooperative, Inc.

Zeeland Lumber & Supply 

Company ïS Corp.

ÅTruss and panel equipment

Å2 semiôs and three trailers

Å2 forklifts and office equipment

Å$198,000 of lease value for plant/showroom

$785,387 of Asset Value

Å100% of audited book value

ÅAll hard assets (real estate to rolling stock)

ÅInventory and receivables

ÅEmployment contracts and good will.

$10,576,174 of Book Value

Zeeland Lumber Holdings, LLC

$11,361,531 of Book Value

HFB owns 6.91%. ZL S-Corp. owns 93.09%.



Zeeland Lumber Holdings, LLC

$11,361,531 of Book Value

HFB owns 6.91%. ZL S-Corp. owns 93.09%.

Hamilton Farm Bureau 

Cooperative, Inc.

Zeeland Lumber & Supply 

Company ïS Corp.

HFB liquidates receivables and 

inventory  to purchase $2,055,000 of 

ZLH,  LLC stock owned by ZL S-Corp.

Zeeland Lumber Holdings, LLC

$11,361,531 of Book Value

Å25% HFB Owned

Å75% ZL S-Corp. Owned



The Result . . .
ÅNew Company.

Å$11.4 million book value.

ïHFB owns 25% and ZL S-Corp. owns 75%.

ïHFB has right to purchase up to 100%.

Å30 HFB employees were offered new positions.

ÅHamilton Showroom leased for 2 years.

ÅHamilton Truss Plant leased for 2 years.

Å$52 million combined sales in 2008.

Å Infrastructure to scale up over $100 million in sales.





Harvey 
Elgersma,

CFO

Management 
Discussion



Statement of Operations
% to % to 

2008 Sales 2007 Sales

Sales $   162,045,233 100.0% $ 123,196,219 100.0%

Cost of Sales 145,316,565 89.6% 106,219,528 86.2%

Gross Margin 16,728,668 10.4% 16,976,691 13.8%

Service and other revenue 2,994,682 1.8% 2,491,541 1.9%

Gross Profit 19,723,350 12.2% 19,468,232 15.8%

Operating and administrative expenses 17,959,401 11.1% 15,895,818 12.9%

Income from operations 1,763,949 1.1% 3,572,414 2.9%

Interest expense 1,227,019 0.8% 1,046,147 0.8%

Income before other revenue (expenses) 536,930 0.3% 2,526,267 2.1%



Statement of Operations
% to % to 

2008 Sales 2007 Sales

Other revenue (expense)

Market gain (loss) on swap agreements (925,000) -0.6% (435,000) -0.4%

Gain on sale of investments 1,458,731 1.2%

Other revenue 30,674 0.0% 13,742 0.0%

Total other revenue (expense) (894,326) -0.6% 1,037,473 0.8%

Income (loss) before income taxes (357,396) -0.2% 3,563,740 2.8%

Provision for income taxes (121,389) -0.1% 291,700 0.2%

Income (loss) from continuing operations (236,007) -0.1% 3,272,040 2.7%

Loss from discontinued operations, (net of taxes

of $571,011 in 2008 and $209,000 in 2007) (1,060,446) -0.7% (339,484) -0.3%

Net Income (loss) (1,296,453) -0.8% 2,932,556 2.4%



Statement of Operations w/ Unusual Events

% to % to 

2008 Sales 2007 Sales

Sales $ 162,045,233 100.0% $ 123,196,219 100.0%

Cost of Sales 143,516,565 88.5% 106,219,528 86.2%

Gross Margin 18,528,668 11.5% 16,976,691 13.8%

Service and other revenue 2,994,682 1.8% 2,491,541 1.9%

Gross Profit 21,523,350 13.3% 19,468,232 15.8%

Operating and administrative expenses 16,469,401 10.2% 15,465,818 12.6%

Income from operations 5,053,949 3.1% 4,002,414 3.2%

Interest expense 1,227,019 0.8% 1,046,147 0.8%

Income before other revenue (expenses) 3,826,930 2.4% 2,956,267 2.4%



Statement of Operations w/ Unusual Events
% to % to 

2008 Sales 2007 Sales

Other revenue (expense)

Market gain (loss) on swap agreements (925,000) -0.6% (435,000) -0.4%

Pension Plan Expense (1,490,000) -0.9% (430,000) -0.3%

Inventory Valuation Loss (1,800,000) -1.1% 0.0%

Gain on sale of investments 0.0% 1,458,731 1.2%

Other revenue 30,674 0.0% 13,742 0.0%

Total other revenue (expense) (4,184,326) -2.6% 607,473 0.5%

Income (loss) before income taxes (357,396) -0.2% 3,563,740 2.8%

Provision for income taxes (121,389) -0.1% 291,700 0.2%

Income (loss) from continuing operations (236,007) -0.1% 3,272,040 2.7%

Loss from discontinued operations, (net of 

taxes

of $571,011 in 2008 and $209,000 in 

2007) (1,060,446) -0.7% (339,484) -0.3%

Net Income (loss) (1,296,453) -0.8% 2,932,556 2.4%



Defined Benefit Pension Plan - 2008
Benefit Plan Unfunded

Obligation Assets Obligation

Balance as of December 31, 2008 3,464,255 1,584,144 1,880,111 

Actuarial Loss 808,165 (N) 

Loss on Plan Assets (735,882)

Combined Valuation Impact 1,544,047 

Normal Costs 145,738 

(everyone is one year closer to retirement)

Plan Expenses within the plan 1,689,785 

Less normal expense load charged at the division level 199,785 

Extraordinary Expense 1,490,000 

Benefit Obligation = The individual employee benefits as earned, discounted from their

projected retirement date to today using IRS dictated discount rates.

(N)  This adjustment is driven by the change in the discount rate that is used to calculate

the benefit obligation at the end of each year. The lower the % the higher the obligation.

The numbers for the last two years are:

2008 3.69%

2007 4.73%



Interest Rate Swaps

Definition: A derivative instrument designed to lock in interest rates at 

a level that is acceptable to the organization.

ÅAll of HFBõs debt is at a floating rate. Interest charged monthly based 

upon 30-day LIBOR rate.

ÅSwap rate fixed off LIBOR at time swap is entered into.

ÅHFB has seven with varying maturity dates and interest rates:

ÅAverage maturity is 3.1 years.

ÅWeighted average interest rate is 4.55%.

ÅHow do they work?

ÅHFB pays interest based on the floating in effect each month.

ÅSwap rate measured against the floating rate monthly.

ÅHFB pays additional interest to get to fixed rate, or gets money 

back if swap lower than current rate.



Interest Rate Swaps

Current Scenario

Amount of Debt Outstanding $14,000,000

LIBOR Rate 0.50%

Plus the Spread (bank's margin) 2.00%

Floating Interest Rate 2.50%

Floating Rate Interest Expense $350,000

Swap True Up interest (4.55 less .50) 4.05%

Swap Interest Make Up Payment $567,000

Total Interest Expense $917,000

Effective Interest Rate 6.55%



Interest Rate Swaps

Alternative Scenario: Amount of Debt Outstanding $14,000,000

LIBOR Rate 8.00%

Plus the Spread (Bank's Margin) 2.00%

Floating Interest Rate 10.00%

Floating Rate Interest Expense $1,400,000

Swap True Up Interest (4.55 less 8.00) -3.45%

Swap Interest Make Up Payment -$483,000

Total Interest Expense $917,000

Effective Interest Rate 6.55%

Fixed Rate Scenario: Amount of Debt Outstanding $14,000,000

Fixed Interest Rate 7.50%

Interest Expense $1,050,000

Additional Interest Expense $133,000



Consolidated Balance Sheet

ASSETS 2008 2007 2006

Current Assets

Cash $    1,468,040 $      1,220,622 $     1,103,985 

Brokerage Accounts 462,893 710,868 $        809,638 

Receivables 10,552,279 12,938,145 7,836,147 

Inventories 12,125,054 11,218,137 8,320,560 

Gain on forward contracts 875,549 2,222,140 2,252,614 

Deferred Income Taxes 1,007,400 470,100 459,900 

Other Current Assets 2,764,540 2,907,657 473,531 

Assets Held for Sale 1,325,586 225,000 1,011,370 

Total Current Assets 30,581,341 31,912,669 22,267,745 



Consolidated Balance Sheet

ASSETS, continued 2008 2007 2006

Property and Equipment, net 13,170,322 11,164,228 10,205,681 

Other Assets

Investments 2,072,330 1,866,916 1,791,382 

Investment in Zeeland Lumber Holdings 976,000 

Notes Receivables 135,366 181,327 483,216 

Deferred Income Taxes 168,400 22,400 111,300 

Other Assets 394,330 462,322 383,335 

Fair Value of Swap Agreements - - 110,000 

Total Other Assets 3,746,426 2,532,965 2,879,233 

Total Assets $  47,498,089 $    45,609,862 $   35,352,659 



Consolidated Balance Sheet

LIABILITIES AND EQUITY

2008 2007 2006

Current Liabilities

Accounts Payable $    8,544,685 $      4,588,238 $     3,123,021 

Grain Payables 3,123,982 2,687,703 1,860,672 

Notes Payable 2,747,862 8,440,280 6,629,157 

Current Maturities of Long-term Debt 1,235,000 1,175,000 1,125,000 

Loss on forward contracts 2,021,751 114,772 70,562 

Customer Deposits 10,235,040 8,109,719 4,085,906 

Other Current Liabilities 1,660,620 2,137,380 1,214,319 

Total Current Liabilities 29,568,940 27,253,092 18,108,637 



Consolidated Balance Sheet

LIABILITIES AND EQUITY 2008 2007 2006

Long-term Debt 6,850,991 8,086,760 9,260,364 

Long-term Pension Liability 1,880,000 690,000 260,000 

Fair Market Value of Swap 

Agreements 1,250,000 325,000 -

Total Liabilities 39,549,931 36,354,852 27,629,001 

Shareholders' and Patrons' Equity 7,948,158 9,255,010 7,723,658 

Total Liabilities and Equity $  47,498,089 $    45,609,862 $   35,352,659 



Statement of Changes in Financial Position
December 31,

Cash flows from operating activities 2008 2007

Net Income $   (1,296,453) $   2,932,556 

Adjustments to derive cash flows

Depreciation and amortization 1,747,000 1,563,158 

Deferred Income Taxes (683,300) 78,700 

(Increase) decrease in fair value of swap agreements 925,000 435,000 

Increase (decrease) in long-term pension liability 1,190,000 430,000 

Changes in operating assets and liabilities

Decrease (increase) in brokearge accounts 247,975 98,770 

Decrease (increase) in accounts receivables 2,385,866 (5,101,998)

Decrease (increase) in inventories (2,023,612) (2,548,432)

Gains on open forward contracts 1,346,591 30,474 

Decrease (increase) in other current assets 143,117 (1,115,101)

Increase (decrease) in accounts payables 3,956,447 1,465,217 

Increase (decrease) in grain payables 436,279 827,031 

Losses on open forward contracts 1,906,979 44,210 

Increase (decrease) in customer deposits 2,125,321 4,023,813 

Increase (decrease) in other liabilities (476,760) 923,054 

Net cash from (used in) operating activities 11,930,450 4,086,452 



December 31,

Cash Flows from Investing Activities 2008 2007

Acquisitions (1,888,604)

Purchase of property, plant and equipment (4,514,779) (2,412,203)

Retirements of property, plant and equipment (net) 829,677 31,945 

Decrease in assets held for sale - 786,370 

Change in other assets (1,119,344) 226,362 

Net Cash from investing activities (4,804,446) (3,256,130)

Cash Flows from Financing Activities

Net (payments) borrowing on notes payable (5,692,418) 1,811,123 

New long-term debt

Principal payments on long-term debt (1,175,769) (1,123,604)

Equity proceeds (redemptions), net (10,399) (1,401,204)

Net cash from (used by) financing activities (6,878,586) (713,685)

Net Change in Cash and Cash Equivalents 247,418 116,637 

Beginning Cash 1,220,622 1,103,985 

Ending Cash $    1,468,040 $   1,220,622 

Statement of Changes in Financial Position



Schedule of General and Administrative Expenses

2008 2007

Wages $   1,022,939 $    1,100,939 

Retirement plan expenses (A) 561,270 121,053 

Other Employee Benefits 139,257 126,370 

Property Tax 29,525 29,610 

General Insurance 21,600 21,335 

Utilities 22,478 23,180 

Communications 37,457 30,607 

Professional Services 287,413 209,440 



2008 2007

Repairs and maintenance 67,419 60,126 

Supplies 87,447 75,909 

Fuel & Oil Expense 5,499 5,014 

Rents & Leases 19,645 19,769 

Advertising / Promotions 9,754 19,886 

Employee Expenses 72,161 54,307 

Computer Services 51,406 31,004 

Miscellaneous 175,024 135,713 

Depreciation 168,695 157,152 

subtotal 2,778,989 2,221,414 

Bad Debt Expenses 102,097 152,944 

Account Service Charges (205,086) (171,358)

subtotal (102,989) (18,414)

Total $   2,676,000 $    2,203,000 

Schedule of General and Administrative Expenses



Statement of Continuing Operations Divisional Summary

Net Income (loss)

Net Income (loss) Before Taxes, Pension and

Before Taxes Revaluation of Inventories

2008 2007 2008 2007

Hamilton Feed 462,855 896,842 711,314 948,511 

West MI Mills 932,387 881,535 977,886 913,832 

Livestock (12,684) - (12,684)

Hamilton Energy 258,959 578,422 582,632 607,461 

Traverse City Energy 10,478 (168,739) 18,081 (156,711)

Agronomy South (1,308,141) 23,618 96,628 69,860 



Statement of Continuing Operations Divisional Summary
           Net income (loss)

           Net income (loss)      Before taxes,pension and

               Before taxes       revaluation of Inventories

2008 2007 2008 2007

Traverse City Agronomy (14,085)           40,851              210,949            63,831              

Eggs 399,888          345,352            644,473            424,966            

Market gain (loss) on swap (925,000)         (435,000)           (925,000)           (435,000)           

Pension Plan Expense (1,490,000)        (430,000)           

Inventory Vaulation Loss (1,800,000)        -                        

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

Other revenue and expense (174,737)         (45,188)             615,641            110,943            

Total (355,388)         3,565,747         (355,388)           3,565,747         

Lumber Discontinued

Operations (1,581,456)      (938,483)           (1,272,104)        (838,644)           



2008 2007 2006

Feed 410,000 336,000 280,000 

West MI Mills 388,000 336,000 280,000 

Livestock 3,000 6,000 

Hamilton Energy 615,000 442,000 265,000 

Traverse City Energy 84,000 72,000 60,000 

Agronomy South 294,000 216,000 200,000 

Traverse City 147,000 120,000 120,000 

Eggs 288,000 288,000 280,000 

Lumber 450,000 390,000 300,000 

2,676,000 2,203,000 1,791,000 

Divisional Summary ðGeneral & Admin



Patronage

Patronage

2008

West MI Hamilton

Mills Eggs Feed Total

Non Qualified Patronage 876,444 387,862 240,128 1,504,434 

Cash 0% - - - -

Equity 100% 876,444 387,862 240,128 1,504,434 



Questions &

Answers



BOB FENTON
Chief Executive Officer

Net Worth to Total Assets



BOB FENTON
Chief Executive Officer
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Fertilizer Industry Write-Downs
Fertilizer Industry Write-downs (in Millions)

known to date:

Company Date announced Value

Mosaic 1/5/2009 293.5

Agrium 2/11/2009 261

CF Industries 2/10/2009 57

PCS 1/22/2009 88.9

Andersons 2/27/2009 97.2

Yara 2/17/2009 249

1046.6

HFB 12/31/2008 1.55

Percent of industry known value = 0.148%

Unknowns: Suppliers,  Independent Retailers, or 

Cooperatives that have or will still recognize losses.

όYƻŎƘΣ IŜƭŜƴŀΣ ²ƛƭōǳǊπ9ƭƭƛǎΣ DǊƻǿƳŀǊƪΣ ŜǘŎΧύ



Leadership 
Awards



Accident Free Program

365 days accident free from February 1st 2008-2009:

1. Hamilton Energy, Southern Operations

2. Hamilton Agronomy, Southern Operations

3. West Michigan Mills

4. Hamilton Agronomy, Northern Operations

5. Hamilton Energy, Northern Operations



Alexander Hamilton Award for Annual

Sales Performance

(Gross Profit Improvement)

Hamilton Energy ðNorthern

Operations

Kevin Kobbins



G.J. Brower Presidentõs Award

(Most Profitable Location)

West Michigan Mills

Bob Nienhuis



Andrew Lohman Award 

for Leadership 

Hamilton Energy ðNorthern 
Operations

Kevin Kobbins



Board of Director 
Election



Board of Directors -

Representation 

by District



Board Elections

Vote for two candidates from District 1:

Ä Joe Dykhuis

Ä Paul Koeman

Ä Ed Raak

Ä Dan Wedeven



Other Business



Scholarship Recipients

ÅSamantha Walters
Central Michigan University

Pre-Vet

ÅJustin Headley
Michigan State University

Animal Science



Reading of the 
Minutes

March 24, 2008 ðTodayõs Handout

March 25, 2009



Thank you for 
your Business!


