
Welcome to the

84th ANNUAL STOCKHOLDERS 

MEETING

Thursday, March 25, 2004

10:00 am



Welcome

John Zoet

HFB Board Chairman



Invocation

Father Phil Nguyen



HFB Board of Directors

John Zoet, Chairman, Dist 1

Dorance Amos, Vice Chairman, Dist 4

Paul Koeman, Executive Comm., Dist 1

Harvey Leep, Dist 3

Bill Gruppen, Dist 2

Stu Wedeven, Dist 1

Jerry Kramer, At-Large Director



Chairman’s Remarks
John Zoet



Board of Director -

Representation by District

John Zoet

Paul Koeman

Stu Wedeven

At-Large –

Jerry Kramer



Board Elections

Vote for one candidate in each District:

District 1: Ä Bryan Kleinheksel

Ä Ron Stevens

District 3: Ä Harvey Leep

Ä Jerry Pickett



Board Candidates

District 1:

ÅBryan Kleinheksel -

Raises hogs, feeder to finish, and is involved in a 

grain operation near Hamilton.

ÅRon Stevens -

Grain farmer with his wife near Fennville.



Board Candidates

District 3:

ÅHarvey Leep -
Raises potatoes and onions near Shelbyville.

ÅJerry Pickett -

Raises nursery pigs and farms by Plainwell.



BOB FENTON
Chief Executive Officer



Goals of the Management Presentation

1. Conduct an open and candid discussion regarding our 
performance.

2. Answer any questions that stockholders have on 
performance.

3. Define where HFB is in the change process.

4. Create a sense of confidence that ownership in and 
patronage of your Cooperative is a positive opportunity for 
the local customer base.



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



HFB Managers

Mark White - Agronomy

Scott Parker - Hamilton Agronomy

Wade Blowers - T.C. Agronomy

Bern Diekema - Eggs

Pam Schut –Energy

Joe Mills –Energy TC

Gary Brinks –Hamilton Feed

Bob Nienhuis –West Michigan Mills

Ward Nyhuis - Hardware

Ron Jones –Lumber



2003 Vision & Strategy 

Review



2003 Vision & Strategy

1. Focus on Core Businesses

2. Enhance the Balance Sheet Through Non-

Core Asset Sales

3. Reduce Overall Operating Expenses

4. Eliminate Extraordinary Events



1. Core Businesses Strategy

-Agronomy

-Eggs

-Energy

-Feed

-Lumber

$604,694 Net Income from 
Continuing Operations

2003 Vision & Strategy



2. Balance Sheet Enhancement Strategy

-Eliminated Market Hog Exposure

-Sold 50% of Plainwell Property

-Signed Letter of Intent on Zeeland Property

-Signed Letter of Intent on Chevy Franchise

-Signed Letter of Intent on Remaining Plainwell Property

$7.5  million asset reduction over 2003 - 2004

2003 Vision & Strategy



3. Operating Expense Reduction Strategy

-Overall Expense Structure Decreased $5.6 million

-Reduced Continuing Operations Expenses $2.2 million

Improved Pretax Income by $2.5 million

2003 Vision & Strategy



4. Eliminate Extraordinary Events Strategy

-Accounts Receivable Policy Created and Executed

-Naïve Quoting Process in Lumber Cost Us $650,000

-Procedural Changes Have Been Implemented

Failed to Eliminate Extraordinary Events

2003 Vision & Strategy



V Core Business Strategy

V Balance Sheet Enhancement through Non-
Core Asset Sales

V Reduce Overall Operating Expenses Strategy

Ç Eliminate Extraordinary Events Strategy

$3,974 net after tax profit

2003 Vision & Strategy Recap



HARVEY ELGERSMA
Chief Financial Officer



Statement of Operations

2003 2002

Sales 106,870,285 95,979,057   

Cost of Sales 89,505,124   78,167,138   

Gross Margin 17,365,161   17,811,919   

Services and Other Revenues 2,900,810     3,045,295     

Income before Operating Expenses 20,265,971   20,857,214   

Operating and Administrative Expenses 18,586,857   20,841,506   

Income Before Other Revenue (Expenses) 1,679,114     15,708         



Statement of Operations

2003 2002

Other Revenue (Expense)

  Market Gain (Loss) on Swap Agreements 370,000        (275,000)        

  Other Revenue (Expense) 112,689        (133,071)        

  Interest Expense (1,245,600)    (1,187,372)      

 Total Other Revenue (Expense) (762,911)       (1,595,443)      

Income (Loss) from Continuing Operations

  Before Income Taxes 916,203        (1,579,735)      

Provision (Benefit) for Income Taxes 311,509        (172,506)        

Income (Loss) from Continuing Operations 604,694        (1,407,229)      

Discontinued Operations

  Loss from Operations (761,072)       (1,993,505)      

  Gain (Loss) from Disposal of Assets 160,352 (56,408)          

Net Income (Loss) $3,974 (3,457,142)$    



Consolidated Balance Sheet

December 31,

 ASSETS 2003 2002

Current Assets

  Cash and Cash Equivalents 899,951       1,475,404     

  Receivables 9,458,672    9,306,572     

  Inventories 7,253,010    14,493,978   

  Deferred Income Taxes 158,700       265,600        

  Other Current Assets 310,330       333,956        

  Assets Held for Sale 5,002,202    1,105,261     

   Total Current Assets 23,082,865   26,980,771   



Consolidated Balance Sheet

December 31,

2003 2002

Property and Equipment, net 8,276,516 10,216,635   

Other Assets

  Investments 2,090,766   2,352,018     

  Notes Receivables 521,957      564,340       

  Deferred Income Taxes 462,500      428,600       

  Other Assets 14,625       49,725         

     Total Other Assets 3,089,848   3,394,683     

        Total Assets  34,449,229    40,592,089 



Consolidated Balance Sheet

     LIABILITIES AND EQUITY

December 31, 

2003 2002

Current Liabilities

  Accounts Payable 4,120,491     4,244,289     

  Grain Payables 789,355       1,319,487     

  Notes Payable 12,018,433   13,898,459   

  Current Maturities of Long-Term Debt 700,000       1,284,000     

  Customer Deposits 1,721,453     2,389,939     

  Other Current Liabilities 764,878       960,983        

     Total Current Liabilities 20,114,610   24,097,157   



Consolidated Balance Sheet

 LIABILITIES AND EQUITY

December 31, 

2003 2002

Long-term Debt 9,086,446     10,831,550   

Fair Market Value of Swap Agreements 490,000       860,000        

   Total Liabilities 29,691,056   35,788,707   

Shareholders' and Patrons' Equity 4,758,173     4,803,382     

   Total Liabilities and Equity 34,449,229   40,592,089   



Schedule of General and Administrative Expenses

2003 2002

Labor 889,926$       1,418,695$  

Payroll Taxes 65,023          106,924       

Worker's Comp 4,885            4,439          

Health Insurance 135,043        93,446         

Retirement 51,813          51,025         

Property Tax 18,000          21,798         

General Insurance 24,000          7,997          

Utilities 18,036          18,795         

Communications 60,236          60,866         

Professional Services 168,044        305,483       

Repairs and maintenance 17,389          48,273         

Supplies 108,335        110,570       



Schedule of General and Administrative Expenses, cont.

2003 2002

Fuel & Oil Expense 16,960          16,290        

Rents & Leases 11,480          21,562        

Advertising / Promotions 16,172          70,313        

Employee Expenses 47,603          126,523       

Bad Debt Expenses 92,965          285,059       

Account Service Charges (252,001)       (285,753)      

Computer Services 343,605        409,779       

Miscellaneous 56,180          182,872       

Interest Expense (195)              (3,313)         

Depreciation 202,501        233,217       

Operating Expenses 2,096,000      3,304,860    

Allocated to discontinued operations (196,000)       (490,656)      

Allocated to continuing operations 1,900,000$    2,814,204$  



Statement of Continuing Operations

Divisional Summary

             Revenues Net Income (Loss)

Before Taxes

2003 2002 2003 2002

Feed 13,781,153     15,179,617    79,287         (1,536,030)    

West MI Mills 30,451,961     28,636,729    503,305       374,036        

Livestock (Continuing) 3,608,678       3,046,651      (225,781)      (178,021)       

Hamilton Energy 5,828,910       5,021,420      263,461       326,672        

Kalkaska Energy 1,094,702       983,805        (100,727)      (136,564)       

Agronomy South 7,935,277       8,536,062      325,293       8,478            

Traverse City 4,576,494       3,895,331      163,551       6,694            

Total 67,277,175     65,299,615    1,008,389    (1,134,735)    



Statement of Continuing Operations

Divisional Summary

             Revenues Net Income (Loss)

Before Taxes

2003 2002 2003 2002

Eggs 23,715,473     18,143,748    204,284       202,401        

Lumber 17,056,005     13,669,410    (608,916)      201,667        

Hardware 1,722,442       1,843,617      (37,206)        (18,302)         

Market gain (loss) on

swap agreements 370,000       (275,000)       

Other revenue and expense 112,689       (133,071)       

Admin allocated to

discontinued operations (196,000)      (490,656)       

Other -                    67,962          62,963         67,961          

Total 109,771,095   99,024,352    916,203       (1,579,735)    



Statement of Discontinued Operations

Divisional Summary

     Net income (loss)

             Revenues          Before taxes 

2003 2002 2003 2002

Kalkaska Lumber -                    5,036,463      -                  (1,151,123)    

Plainwell Lumber 496,383         8,397,846      (407,669)      (393,708)       

Chevy 11,605,068     12,820,833    (479,375)      (531,612)       

Agricultural Innovations 5,072,326       4,699,967      (737,053)      (610,726)       

Zeeland 8,318             968,731        (2,806)          (152,310)       

Allegan -                    372,608        (5,464)          (114,409)       

Total 17,182,095     32,296,448    (1,632,367)   (2,953,888)    



Bob Fenton

“Where are we in the 

change process?”



Eight Steps To a 

Successful Change Process

ü Establish a Sense of Urgency

ü Create a Guiding Coalition

ü Develop a Vision and Strategy

ü Communicate the Change Vision

ü Empower Employees for Broad-Based Action

ü Generate Short-Term Wins

ü Consolidate Gains and Produce More Change

ü Anchor New Approaches in the Culture



Short-Term Wins

Alexander Hamilton Award for Annual

Sales Performance

West Michigan Mills

Bob Nienhuis



Short-Term Wins

G.J. Brower President’s Award

(Most Profitable Location)

West Michigan Mills

Bob Nienhuis



Short-Term Wins

Andrew Lohman Award for Leadership 

Hamilton Eggs

Bern Diekema



Short-Term Wins

Most Improved Performance 2003

Hamilton Feed Mill



2004 Expectations



2004 Expectations

¸Finish what we started

ïPlainwell Real Estate Closing

ïZeeland Real Estate Closing

ïChevrolet Franchise Sale

ïContinue to Market Kalkaska Property



2004 Expectations

- Improve Earnings Performance

o Meet Stockholder and Bank Expectations

- Apply Business Discipline Process

o Energy Business Unit in Traverse City

o Lumber Business Unit

o Hardware Business Unit



2004 Expectations

- Business Integrity

o Business Standards Policy

- Improve Value Offering

o Example: CNMP Service 



Nutrient Management

¸CAFO defined as feeding operation that houses more 
than:
Č 55,000 Turkeys

Č 2,500 Hogs weighing over 55 lbs.

Č 700 Mature Dairy cows

¸All CAFOôs must file for a permit by Sept. 2005.

¸ Every CAFO must have a CNMP completed 1 year after 
permit has been filed.



ñThere is only one boss in business.  

The Customer.  And he can fire 

everybody in the company from the 

chairman on down, simply by 

spending his money someplace else.ò

-Sam Walton



Questions & 

Answers



Other Business



Scholarship Recipients

ÅLaura Havenga
Hamilton High School

Agriculture & Natural Resources
MSU or Truman State University

ÅKathryn Meyer
Caledonia High School

Ag Industries/Crop and Soil Sciences
MSU



Reading of the Minutes

March 25, 2003 - Handout

March 25, 2004



Thank you for your

Business!


