
Welcome to the

85th ANNUAL STOCKHOLDERS 

MEETING

Tuesday, March 22, 2005

10:00 am



Welcome

Dorance Amos

HFB Board Chairman



Invocation



HFB Board of Directors

Dorance Amos, Chairman, Dist 4

Paul Koeman, Vice Chairman, Dist 1

Bill Gruppen, Executive Comm., Dist 2

Harvey Leep, Dist 3

Bryan Kleinheksel, Dist 1

Dan Wedeven, Dist 1

Jerry Kramer, At-Large Director



Chairmanõs Remarks
Dorance Amos



Board Election Process



Board of Director -

Representation by District

Paul Koeman

Bryan Kleinheksel

Dan Wedeven

At-Large ð

Jerry Kramer



Board Elections

Vote for one candidate in each District:

District 1: Ä Dan Wedeven

Ä Chuck VanOss

District 2: Ä Garry Dreyer

Ä Glenn Overweg

District 4: Ä Dorance Amos

Ä ___________



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.



HFB Leadership Team

Wade Blowers ðCOO

Harvey Elgersma ðCFO

Scott Parker ðAgronomy South

Bern Diekema - Eggs

Pam Schut ðEnergy South

Kevin Kobbins ðEnergy North 

Gary Brinks ðHamilton Feed

Bob Nienhuis ðWest Michigan Mills

Ward Nyhuis - Hardware

Ron Jones ðLumber



2004 Vision & Strategy 

Review



2004 Vision & Strategy

1. Focus on Core Businesses

2. Complete Asset Sale Transactions

3. Improve Earnings Performance

4. Improve our Value Offering

5. Apply the Business Discipline Process



1. Core Businesses Strategy (Summary)
Á Agronomy
Á Eggs
Á Energy Core Businesses
Á Feed
Á Lumber

93.7% improvement year over year

$1,774,743 Net B4 Tax from Continuing Operations

2004 Vision & Strategy



1. Core Businesses Strategy (Investment)
Á $1 million of capital investments 
Á Every dollar invested in core businesses
Á New CAPEX investments must:
Á Meet 2 year payback (business case)
Á Address a customer need (add value)

Á Examples:  $170,000 @WMM in scale and roller mill
$100,000 @Agronomy locations on 

spreaders
$  70,000 @Energy in boom truck

2004 Vision & Strategy



2. Complete Asset Sale Transactions

ÁSold Remaining Plainwell Property

ÁSold Zeeland Property

ÁTerminated Chevy Franchise

ÁSigned Sales Agreement on Used Car Property

ÁContinued to Market Kalkaska Property

$4,232,000 Asset/Debt Reduction & $85,465 loss on disposal  

2004 Vision & Strategy



3. Improve Earnings Performance

Á Improved continuing operations by $858,540

Á Reduced expenses by $1 million

Á Decrease loss from discontinued by $472,058

Á Retooled employee benefit programs

Á Return to market levels

Á Focus on self-directed health and wealth

$1,193,380 After Tax Profit

2004 Vision & Strategy



4. Improve Value Offering

Á Contracted for three large CNMPõs

Á Completed two on the layer side of business

Á Completed one MMP for large southern swine 
customer

Á Offered Crop Scouting Service beyond fruit trees in ô04

2004 Vision & Strategy



5. Apply the Business Discipline Process

Á Lumber improved earnings by $623,064 to $14,148

Á Focus is now on growth and truss fabrication

Á Hardware improved earnings by $40,287 to $3,081

Á Focus is now on 3/23/05 transaction with Gill-Roys

Á TC Energy failed to improve its earnings

Á Replaced leader at mid year

Á Focus is still on capturing the next 300 customers

2004 Vision & Strategy



V Core Business Strategy

V Complete Asset Sale Transactions

V Improve Earnings

V Improve Value offering

Ç Apply Business Discipline Process

Á Energy North

Á Agronomy South

2004 Vision & Strategy Recap



HARVEY ELGERSMA
Chief Financial Officer



Statement of Operations

% to % to Increase

2004 Sales 2003 Sales (Decrease) %

Sales 109,392,267$    100.0% 106,870,285$ 100.0% 2,521,982$   2.3%

Cost of Sales 92,362,341       84.3% 89,505,124     83.8% 2,857,217     3.1%

Gross Margin 17,029,926       15.7% 17,365,161     16.2% (335,235)      -2.0%

Service and other revenue 2,932,822         2.7% 2,900,810       2.6% 32,012         1.1%

Income before operating expenses 19,962,748       18.2% 20,265,971     19.0% (303,223)      -1.5%

Operating and administrative expenses 17,582,523     16.1% 18,586,857  17.4% (1,004,334) -5.7%

Income before other revenue (expenses) 2,380,225       2.2% 1,679,114    1.6% 701,111     29.5%



Statement of Operations

% to % to Increase

2004 Sales 2003 Sales (Decrease)

Other revenue (expense)

Market gain (loss) on swap agreements 290,000            0.3% 370,000         0.3% (80,000)        

Other revenue (expense) 59,986             0.1% 112,689         0.1% (52,703)        

Interest expense (955,468)          -0.8% (1,245,600)     -1.3% 290,132       

Total other revenue (expense) (605,482)          -0.6% (762,911)        -0.7% 157,429       

Income (loss) from continuing operations

before income taxes 1,774,743       1.6% 916,203       0.8% 858,540     

Provision (benefit) for income taxes 206,884            0.2% 311,509         0.3% (104,625)      

Income (loss) from continuing operations 1,567,859         1.4% 604,694         0.6% 963,165       

Discontinued operations

Loss from operations (289,014)           -0.3% (761,072)        -0.6% 472,058       

Gain (loss) from disposal of assets (85,465)            -0.2% 160,352         0.2% (245,817)      

Net income (loss) 1,193,380$       1.1% 3,974$           0.0% 1,189,406$   



Consolidated Balance Sheet

ASSETS 2004 2003 2002

Current Assets

Cash and Cash Equivalents 707,119$        899,951$         1,475,404

Receivables 5,618,870 9,458,672 9,306,572

Inventories 7,374,116 7,253,010 14,493,978

Deferred Income Taxes 156,700         158,700           265,600         

Other Current Assets 210,763 310,330 333,956

Assets Held for Sale 1,162,084       5,002,202        1,105,261      

    Total Current Assets 15,229,652     23,082,865       26,980,771     



Consolidated Balance Sheet

Property and Equipment, net 7,176,299       8,276,516        10,216,635     

Other Assets

Investments 1,896,308 2,090,766 2,352,018

Notes Receivables 402,624         521,957           564,340         

Deferred Income Taxes 363,700         462,500           428,600         

Other Assets -                    14,625             49,725           

    Total Other Assets 2,662,632       3,089,848        3,394,683      

        Total Assets 25,068,583$   34,449,229$     40,592,089     

ASSETS 2004 2003 2002



Consolidated Balance Sheet

LIABILITIES AND EQUITY

2004 2003 2002

Current Liabilities

Accounts Payable 4,027,954$     4,120,491$       4,244,289      

Grain Payables 1,239,817       789,355           1,319,487      

Notes Payable 848,299         12,018,433       13,898,459     

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

Customer Deposits 2,725,733       1,721,453        2,389,939      

Other Current Liabilities 1,689,247       764,878           960,983         

    Total Current Liabilities 11,231,050     20,114,610       24,097,157     



Consolidated Balance Sheet

Long-term Debt 8,013,911       9,086,446        10,831,550     

Fair Market Value of Swap Agreements 200,000         490,000           860,000         

    Total Liabilities 19,444,961     29,691,056       35,788,707     

Shareholders' and Patrons' Equity 5,623,622       4,758,173        4,803,382      

    Total Liabilities and Equity 25,068,583$   34,449,229$     40,592,089     

LIABILITIES AND EQUITY

2004 2003 2002



Statement of Cash Flows
December 31,

2004 2003

Cash flows from operating activities

Net Income (loss) 1,193,380$     3,974$         

Adjustments to derive cash flows

Depreciation 1,689,955      1,877,431     

Deferred Income Taxes 100,800         73,000         

(Increase) decrease in fair value of swap agreements (290,000)        (370,000)      

Changes in operating assets and liabilities

Decrease (increase) in accounts receivables 3,839,802      (152,100)      

Decrease (increase) in inventories (121,106)        3,598,804     

Decrease (increase) in other current assets 99,567           23,626         

Decrease (increase) in assets held for sale 4,095,487      101,728       

Increase (decrease) in accounts payables (92,537)          (123,798)      

Increase (decrease) in grain payables 450,462         (530,132)      

Increase (decrease) in customer deposits 1,004,280      (668,486)      

Increase (decrease) in other liabilities 924,369         (196,105)      

Net cash from (used in) operating activities 12,894,459     3,637,942     



Statement of Cash Flows

December 31, 2004 2003

Cash Flows from Investing Activities

Purchase of property, plant and equipment (956,735)        (956,251)      

Retirements of property, plant and equipment (net) 111,628         662,434       

Change in other assets 328,416         338,735       

Net Cash from investing activities (516,691)        44,918         

Cash Flows from Financing Activities

Net (payments) borrowing on notes payable (11,170,134)    (1,880,026)    

Principal payments on long-term debt (1,072,535)     (2,329,104)    

Equity proceeds (redemptions), net (327,931)        (49,183)        

Net cash from (used by) financing activities (12,570,600)    (4,258,313)    

Net Change in Cash and Cash Equivalents (192,832)        (575,453)      

Beginning Cash 899,951         1,475,404     

Ending Cash 707,119$       899,951$      




