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The Andersons, Inc. is a diversified Company with

OPERATING INCOME total: $49.4 million
$(Millions)

®

interests in the grain, ethanol and plant nutrient
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sectors of U.S. agriculture, as well as in railcar leasing and repair,
Rail $19.8

turf products production, and general merchandise retailing. Founded

Plant Nutrient $(12.3)
Turf & Specialty $2.3

in Maumee, Ohio, in 1947, the Company now has operations in

Retail $0.8
Other ($4.8)

12 U.S. States and Puerto Rico, plus rail leasing interests in Canada and Mexico.
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GRATEFUL TO THEM, TO OUR CUSTOMERS
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M I S S I O N S TAT E M E N T
We firmly believe that our company is a powerful vehicle through which
we channel our time, talent, and energy in pursuit of the fundamental goal
of serving God by serving others. Through our collective action we greatly
magnify the impact of our individual efforts to:

2008 AC C OMP LIS H ME N TS
• Record revenues of $3.5 billion
• Increased the company’s access to capital by adding
about $200 million of new long-term debt and expanded
short-term lines of credit to $920 million
• Acquired Douglass Fertilizer, now the Plant Nutrient Group’s
Southern Region, providing product line diversification
and an expanded market outside the traditional
Midwest row crops
• Purchased three pelleted lime production facilities
expanding manufacturing capabilities at least three
fold, providing greater volume and supply security
to customers

• Added two railcar repair shops in Montana and Utah and
grew the railcar fleet by nearly 5 percent
• Increased the company’s percentage ownership in
Lansing Trade Group (LTG)
• Expanded grain storage by 7.7 million bushels in
Michigan and Illinois
• Tripled sales in tons of Turf & Specialty's dispersible
granular products
• Began production at The Andersons Marathon Ethanol LLC
in Greenville, Ohio
• Made incremental improvements in The Andersons Market®
specialty food market

• Provide extraordinary service to our customers
• Support our communities
• Help each other improve
• Increase the value of our company
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REVENUES year: $3.5 billion

2008 ALLOCATED CAPITOL
Beginning
Total: $598 Million

Ending
Total: $784 Million

Turf & Specialty 3.40%
Plant Nutrient
18.70%

Plant Nutrient
10.0%

Retail 4.96%

Rail 3.84%

Turf & Specialty 5.6%
Retail 4.4%

Retail 5.2%
Turf &
Specialty 7.9%

Grain &
Ethanol 36.7%

Rail 19.0%

Grain &
Ethanol 69.10%

Rail 23.4%

Grain &
Ethanol 61.0%

Plant Nutrient
26.8%

FINANCIAL HIGHLIGHTS
(in thousands, except for per share, ratios
and performance data)

2008

2007

% Increase

60.9%

Operating Results
Grain & ethanol sales & revenues

2,411,144

$ 1,498,652

Fertilizer, retail & other sales

$

1,078,334

880,407

22.5%

Total sales & revenues

3,489,478

2,379,059

46.7%

Gross profit - grain & ethanol

110,954

79,367

39.8%

Gross profit - fertilizer, retail & other

146,875

160,345

-8.4%

Total gross profit

257,829

239,712

7.6%

32,900

68,784

-52.2%

1,308,773

1,324,988

-1.2%

330,699

177,679

86.1%

18,068

17,833

1.3%

-52.3%

Net income
Financial Position
Total assets
Working capital
Weighted average shares outstanding (basic)
Per Share Data
Net income – diluted

1.79

3.75

Dividends paid

0.325

0.220

47.7%

Year end market value

16.48

44.80

-63.2%

14.3%

39.2%

9.6%

25.5%

0.8-to-1

0.4-to-1

33.4%

35.0%

Ratios and Other Data
Pretax return on beginning equity
Net income return on beginning equity
Funded long-term debt to equity (a)
Effective tax rate

(a) Excludes current portion of long-term debt and all non-recourse debt
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TO OUR
SHAREHOLDERS
AND FRIENDS

MIKE ANDERSON

DICK ANDERSON

Unprecedented. Historic. Volatile.
Whether you read one shareholder
letter this year or several, we are
certain these words will permeate
the messages from CEOs around
the country.
We too experienced many challenges
in an unprecedented year which
we will detail in the following
comments. Yet, we are fortunate
that the strength of our company
enabled us to post our third highest
earnings and second best EBITDA
amidst a historically volatile
commodity market.
We achieved revenues of $3.5
billion in 2008, with earnings per
diluted share of $1.79 and earned
net income of $32.9 million.
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adjustments. Hindsight is always much clearer than when you are
in the midst of uncharted territory. We continue to evaluate our
actions and are implementing the necessary process improvements
and safeguards which will help us to better address such
unprecedented market conditions.
By and large we are comfortable in the position we have taken in
the ethanol industry and believe we are well equipped to provide
services to the industry on an ongoing basis. Although market
conditions also deteriorated in the ethanol industry throughout
the year, we had a significant portion of our commodity prices
locked-in, or hedged, at two of the three plants we manage
which allowed our ethanol operations to be profitable in 2008.
Unfortunately, timing proved not to be on our side with respect to
the third ethanol plant, as that project began at the height of
industry construction costs and on the eve of what has proven to
be a period of eroding margins. This fact, combined with the record
level of volatility in corn and natural gas prices and a decline in
ethanol prices, proved to be significantly challenging in 2008.
Our results are respectable, but we have to be candid with our
stakeholders and ourselves – we could have done better. We are
disappointed to have delivered less than anticipated results and
have taken a long, focused and unflinching view of the events that
have impacted our results this year. We assure all of our stakeholders –
especially our owners – we are acutely aware of the circumstances
that led us here and have learned from them. We tell our employees
that adversity happens to us all, but the most important thing is
how we respond and recover. That is our commitment to you –
to learn from the events of 2008 and strive to assure that we
manage our risk to avoid such pitfalls. Foundationally our company
is strong. Our purposeful diversification as well as many solid

Prior to the extensive “credit crunch,” our forecasting models in
early 2007 began to signal the potential for higher cash needs to
support the company’s grain and fertilizer operations. As a result,
we took steps early to expand our lines of credit. As the higher
grain and fertilizer commodity prices materialized, we elected to
improve our liquidity by adding in excess of $200 million in new
long-term debt at attractive rates and terms. This move, combined
with the capital we raised by issuing additional shares in 2006,
allowed us to expand our short-term lines of credit to
$920 million. These steps continue to provide us with sufficient
access to capital to fund our operations and pursue growth
opportunities as they arise.

strategies is helping us withstand the current environment.
Growth oriented activities in 2008 included making two
The largest impact on our 2008 results was the unimaginable high
prices for the three basic plant nutrients followed by record
breaking drops in demand and price. Because of the early positions
we took with these commodities, we were able to enjoy and report
record-breaking margin and operating income during 2007 and
through the third quarter of 2008. Mid-year we committed to
purchase significant nitrogen and phosphate and to a lesser degree
potassium inventory to assure our customers of supply and to head

significant acquisitions in the Plant Nutrient Group, increasing
our percentage ownership in Lansing Trade Group (LTG),
expanding our grain storage by 7.7 million bushels in Michigan
and Illinois, adding railcar repair shops in Montana and Utah,
increasing our railcar fleet by nearly 5 percent, expanding our
marketing efforts for the Turf & Specialty Group’s dispersible
granular products and making incremental improvements at
The Andersons Market® specialty food market.

off anticipated future price increases. And then, beginning in the
third quarter and continuing through the end of the year, the
bottom fell out of the market. Ultimately we owned product well
above the market and we paid the price for these positions in the
second half of the year requiring us to take $97.2 million in
3

These accomplishments proved to be very good given the chaotic

We include grain risk management among our core competencies and

market conditions in 2008. Yet, as we said before, we know we

have effectively managed counter-party risk for decades. Our

could have done better. Looking ahead, we must admit, we don’t

counter-party risk in 2008 exceeded normal levels and we increased

foresee a calm sea as this year progresses. We anticipate even more

our reserves accordingly. We know the landscape of many of our

turmoil in capital markets and a continuation, if not a deepening, of

businesses changed last year. So, as this year began, we kicked off a

the recession, both in the United States and around the world.

special effort regarding enterprise risk management. We are intensifying
our efforts to identify key risks throughout our businesses and then

But above all, 2008 reminded us of the importance of adaptability

establishing more rigorous processes to mitigate those risks.

in the midst of history-making circumstances. Extraordinary
times require extraordinary actions and we are prepared to

There are many opportunities for us to learn from one another,

approach our businesses in the year, and probably years, to come

including best practices in continuous improvement to become an

with a new paradigm.

even stronger organization. Self analysis is always important in a
business, but during challenging times it is even more imperative to

Our Statement of Principles and the core values that have provided

review processes and improve efficiencies. We perceive this effort

us with six decades of prosperity will continue to be foundational

as a journey and believe enhancing our continuous improvement

to all that we do. We learned from 2008 and will apply our

efforts will help to shape our future.

experiences knowing the coming year may be different. By being
willing to adapt our core competencies to the changing conditions,

Ensuring the safety of our workforce is also an unyielding journey.

we are much better prepared.

During 2008 we began a new corporate-wide initiative to reduce
accident frequency. In 2009, we are embarking on a two-year
safety journey throughout the organization to establish and sustain
the proper behaviors that enable us to keep ourselves and those

4
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focused

around us safe. The safety and welfare of our employees is an
absolute top priority. It is imperative that safety be at the forefront
of everything we do.

And diversified

customer is fundamental to our company. We will actively pursue
opportunities that benefit our customers, suppliers, investors,
financial institutions, employees, and in doing so, bolster our
company and our communities at large.

While technology is often behind the scenes in many operations,
we have many opportunities to leverage current and emerging
technologies to improve our operations, products and services. For
example, the addition of process control technology this year in
the ethanol plants will help improve efficiencies. Additionally, we

Admittedly, 2008 proved to be a difficult year in ways that were
frustrating, and difficult to foresee, but many of the long-term
strategies we have in place are working, in spite of the current
economic conditions:

will utilize the $5 million Third Frontier Grant awarded to the
Turf & Specialty Group and its partners in mid-2008 to support our
production of soil dispersing granulars and further the product
development of advanced granulars for several applications
including turf, horticulture and agriculture. There are additional
opportunities within Retail to leverage the Internet to expand our
reach beyond our traditional markets. The Plant Nutrient Group
sees exciting new market opportunities in its engagement with the
forthcoming Powerspan ECO® technology.

• We anticipated volatility in the ethanol industry when we
chose to enter in the early 2000s. Our strategy to be minority
investors in multiple plants - to diversify risk, provide services to
multiple plants, and improve our market knowledge and marketing
opportunities – remains crucial to our future success. Margins in
2009 could remain negative, however we are working diligently
to continually improve our operating metrics at all plants, as we
see this as an environment wherein the most efficient producers
have an advantage. We are fortunate to have a skilled workforce

Lastly and most importantly, we will work to strengthen the lasting

that is committed to running each of these operations well.

relationships we have with all of our stakeholders by providing
value and adapting to their changing needs. Focusing on the
5

• For our agricultural operations, the basic need for food will not
change. Crops need to be planted, grown, harvested and shipped

ourselves, our products and services to continue growing during this
economic crisis and emerge from it an even stronger organization.

around the world. Although the economic crisis is at a global
level, we believe our grain operations are in a good position.

Our Board of Directors serves as an integral part of that team

Additionally, our position in the plant nutrient business is strong,

providing indispensable consult, direction and support. During

especially with the two acquisitions and additional customers

2008, we said good-bye to two long-standing and well-respected

in 2008. The circumstances associated with extreme market

members, John F. Barrett and Dr. Sidney A. Ribeau. At the same

volatility are not systemic and we foresee opportunity as the year

time, we were honored to have Ross W. Manire and Gerard M.

progresses. Strategies for growth continue in grain and fertilizer.

Anderson agree to serve as directors. Ross is the Chairman and
CEO of ExteNet Systems, Inc., Chicago, a wireless telecommunications

• The fact that our rail operations kept income and utilization rates

company he founded in 2003. Gerard is the President and Chief

stable despite the economic downturn is a testament to the strategy

Operating Officer of DTE Energy (NYSE: DTE) a Detroit-based

we have in place. The customers in our asset base are strong and

diversified energy company involved in the development and

we are optimistic about maintaining our current leasing agreements.

management of energy-related businesses and services nationwide.

In the near term, we will most likely see utilization, lease rates and
repair demand reduced as fewer railcars are needed to transport

The Andersons employees, management and board are very proud

bulk materials and finished goods. However, new railcar builds

of this strong and vibrant company. While our history shows us

are down significantly which will bolster leases and repair of

there are ebbs and flows that can come at any given time, we have

used cars as the economy begins its recovery. We will continue

ridden the wave well for 60-plus years. We are intent on obtaining

our strategy of growing the fleet, taking advantage of consolidations

our growth objectives. We will do our best to effectively manage

in the industry and leveraging our niche’ offering and position in

the circumstances and continue to look for the opportunities that a

the railcar leasing and repair market.

challenging environment can bring.

• We are on the positive side of the curve with our turf and

Being acutely aware and sensitive to current economic conditions,

specialty operations, experiencing the benefits of a solid strategy

we are going to proceed cautiously in the near term. As we shared

set in motion in late 2005. Our professional turf business is

with our employees recently, this is a good time to eat a little more

performing at record levels. We are increasing our custom

hamburger and a little less steak. It’s just the way it is.

formulating to help customers cope with the current high cost
of input materials. These operations continue to strengthen with
the foundation of quality, service and technology as well as a focus

SINCERELY,

on continuous improvement.
• With financial experts having difficulty predicting when the
economy will recover, we can’t rely on improved economic

Mike Anderson, CEO & President

Dick Anderson, Chairman of the Board

conditions to sustain our retail operations. This industry is
fiercely competitive and consistently challenging. So we will
continue our strategy of differentiation and strengthening from

Postscript from Mike

within. We will continue to evaluate our product lines and

At our Annual Stockholders Meeting in May, Dick Anderson and Paul

pricing for our general merchandise, and continue to leverage our

Kraus will step down from the Board of Directors. Dick will continue to

niche’ in food categories. We will be tough in reducing costs and

provide wisdom and counsel as a non-voting Chairman Emeritus. On

enhancing our operating efficiencies while providing exceptional

behalf of the entire community of The Andersons stakeholders, I want to

customer service.

thank Dick and Paul for their years of dedicated service, hard work and
friendship. They have had leadership roles in the company for most of its

The team we have assembled is comprised of resourceful and

60 year-plus history. They have made us a better company, better leaders

innovative folks with an entrepreneurial spirit. We are resilient and

in our communities and better placed us to meet the challenges ahead.

we don’t get discouraged easily. We are committed to positioning

6
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With service to others as his
charge, Dick instills a strong work ethic,
commitment to service and quality, and
a generous spirit to all those with
whom he comes in contact.

In Honor –
Dick Anderson
From the time he was 15 working side-byside with his father on the family’s dairy
farm, Dick Anderson knew he wanted to
be involved in pursuing his father’s dream.
What he didn’t realize is the impact
his efforts would make during the next
60-plus years that would exceed Harold
Anderson’s wildest expectations.
Dick started as a crew boss on the
construction of the original grain elevator
in Maumee, Ohio, in 1946. He, as a
partner in the family partnership, along
with his father, mother, younger sister,
and four older brothers who had
returned from World War II, began to see
the dream become a reality. In the early
1950s after completing his agricultural
degree from Michigan State University
and two years as an officer in the U.S.
Infantry, Dick was instrumental in expanding
the grain operations during the Big Pour
and served as the first overseer of the
new retail operations in the Andersons
Warehouse Market. That same decade he
launched the company’s entry into the
fertilizer business with innovations
in production, marketing, distribution
and transportation.

For the next six decades, Dick would
work in a variety of capacities in the
company, leading by example and
graciously teaching those who worked
around him. During his service as Chief
Executive Officer between 1986 and
1999, he led the company’s transition from
a family-owned business to a publicly
traded enterprise in 1996. In 1999, he
was named Chairman of the Board.
In May, he will take on a new role as
Chairman Emeritus, providing wisdom
and counsel as a non-voting member
of the Board.
For the better part of his 80 years, Dick
has worked to support and enhance his
family’s value system throughout the
company as well as the community. With
service to others as his charge, Dick
instills a strong work ethic, commitment
to service and quality, and a generous
spirit to all those with whom he comes
in contact.

Scouts of America, The University of
Toledo, St. Luke’s Hospital, The United
Way, and much more.
While he appreciates the accolades
and honors he has received from
numerous organizations spanning business
and public service, Dick is humbled and
refers to his time at The Andersons as
a “privilege.” He credits his parents and
siblings for providing such a strong
foundation and his
wife of 55 years,
Fran, for being his
“best friend” and
such a “great partner.”
Dick and Fran, lifelong
residents of Maumee,
have six children and
24 grandchildren.

His life-long philanthropy
includes service to the
Toledo Symphony, Toledo
Museum of Art, Toledo
Community Foundation,
Toledo Rotary, Habitat
for Humanity, The Boy
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focused

With a focus on continued growth and
maintaining stability in an exceptionally
volatile market, the Grain & Ethanol
Group recorded operating income of
$43.6 million for the year, which is
down from its 2007 record-breaking
income of $65.9 million. Total
revenues in 2008 were $2.4 billion,
which is $912 million higher than the
previous year.
Agriculture production was favorable
during the year, but commodities pricing
was erratic. By the end of the year, the
grain business had recovered substantially
all of the basis loss incurred earlier in
the year as the cash markets for
corn, beans and wheat became more
consistent with the futures market.

8

The volatility in the marketplace
combined with counterparty risk also
impacted the company’s income from its
investment in Lansing Trade Group, LLC.
During the third quarter, the grain
operations purchased a storage facility,
and leased two others, increasing the
company’s grain storage capacity by 7.7
million bushels. A total of 3.6 million
bushels of storage was added in Michigan
with the purchase of a grain storage
facility in Reading, Mich., and a leasing
agreement for a facility in Jonesville,
Mich. The additional 4.1 million bushels
resulted from a long-term lease agreement
with Green Lion Bio-fuels LLC, in
Canton, Ill. In total, capacity for the

And diversified

grain operations increased to more
than 91 million bushels throughout the
Eastern Corn Belt.
The group now operates 16 grain
terminals in Ohio, Michigan, Indiana
and Illinois. Grain is stored and
conditioned at these facilities, marketed
and transported to domestic and export
users by rail or vessel. The group traded
approximately 300 million bushels of
grain and oilseeds (primarily corn,
soybeans and wheat) in 2008. The
group also offers an array of risk
management, grain origination, and
marketing services to grain producers,
elevators, ethanol plants, and other
commodity end-users throughout the
U.S. and Canada. Continuing to

The Andersons, Inc. Annual Report 2008

Grain &
Ethanol Group
OPERATING INCOME
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The Grain & Ethanol Group includes the

$65.9

operations of 16 grain facilities, management

60

of and investment in three ethanol production

48

$43.6
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24
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ethanol and DDG marketing services. The
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group also holds a significant investment in
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The strategy to be minority investors in
three ethanol plants - to diversify risk,
provide services to multiple plants, and
improve market knowledge and
marketing opportunities - helped the
ethanol operations to be profitable in
2008. The marketplace was very difficult
in 2008, with tremendous volatility in
ethanol, corn and natural gas prices.
The industry was greatly impacted as
approximately 20 percent of the ethanol
production capacity was shutdown or in
bankruptcy and many of the remaining
plants continue to operate with negative
margins. Effective risk management and
strategic sourcing enabled the group to
have a significant amount of its 2008
commodity prices hedged for two of the
three plants. The facilities in Clymers,
Ind., Albion, Mich., and Greenville,

Ohio, which began operations in
February, are collectively capable
of producing nearly 300 million
gallons annually.
In the coming year and beyond, the
Grain & Ethanol Group will focus
on exploring opportunities in facility
operations, trading, grain origination,
and marketing and risk management
service agreements. Additionally, the
group plans to enhance its deep-rooted
relationships with its customer base as
well as its strategic partners. While
ethanol margins are expected to be
inadequate in the coming year, the
group will maintain its diversified
ethanol strategy of management,
origination, marketing and commodity
risk management services and
work diligently to improve operating
efficiencies at the three plants.
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The ability of the Rail Group to report
increased operating income in spite of
major economic headwinds is attributable
to a strong focus on its long-term
strategy. The group achieved operating
income of $19.8 million, slightly
above its 2007 earnings of $19.5 million.
Revenues totaled $134 million, which
was relatively consistent with its 2007
revenues of $130 million.

covered hopper cars, boxcars, open top
hopper cars, gondolas, and tank cars
that are leased to shippers, railroads
and fleet owners in a wide range of
industries. The fleet also includes 124
locomotives. Additionally, the group
has about 800 railcars under management.
The group ranks seventh among the
largest privately-owned fleets in the
United States.

The group achieved higher gross profit
from the leasing business primarily due
to wider relet spreads and growth in
the size of the fleet. During the year,
utilization rates were consistently
around 93 percent. The fleet grew by
nearly 5 percent, bringing the total
number of railcars and locomotives to
just under 24,000. The diversified
railcar fleet primarily consists of

Expanding the reach of railcar repair
facilities is an ongoing strategy for the
Rail Group. During 2008, repair shops
were opened in Anaconda, Montana,
and Ogden, Utah. The group now has
seven railcar repair facilities in six states
which are supplemented by mobile
units which can provide customers with
on-site railcar repairs. Income generated
by these facilities in 2008 exceeded

And diversified

2007 income by 30 percent. The group
continues to explore additional railcar
repair shop opportunities.
As with most manufacturing
operations in the U.S., the group’s
manufacturing and steel fabrication
businesses were challenged by the
struggling economy in 2008. However,
the businesses, located in Ohio,
managed to achieve an increase in
income despite a slight decrease in
revenue and amidst the overall
economic slowdown. This business
unit provides custom fabrication work
and manufactures and markets railcar
components such as discharge gates,
hatch covers and bulkheads. It also
markets proprietary fluid filtration
product lines.
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Rail Group
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From time to time, the group sells
railcars, either to rebalance its portfolio
or to take advantage of unique market
opportunities. These sales can vary
quite a bit from year to year and 2008
was a very slow year for selling.
Maintenance expense is a significant
issue for the industry. In 2008, the group
decreased its maintenance expense
per railcar per month by increasing its
focus on the issue and employing better
systems and processes.
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Rail traffic at the end of the year and in
early 2009 registered a double-digit
year over year decrease, with industry
expectations that the trend will
continue for at least the foreseeable
future. With the economic downturn
most likely continuing through the year,
there is a high probability utilization
rates will be significantly lower than
at the end of 2008 as the overall
transportation of bulk commodities and
finished goods continues to decline.
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However, the group is pleased with
the caliber of the current leasing
agreements and will continue to seek
out prospects to lease its idle fleet and
concurrently look for opportunities
to expand its fleet. With a solid
foundation and strong strategy, the
group is poised to take advantage
of opportunities as the economy begins
to recover.

The Rail Group leases and sells various
types of railcars and locomotives, offers fleet
management services to private railcar owners,
and operates both a railcar repair business and
a steel fabrication and manufacturing business.
The group has the ability to design and fabricate
components, reconfigure railcars, and lease or sell
the refurbished cars to its customers. Although
operations are U.S. based, the group’s leasing
territory covers all of North America as portions
of its fleet are located in Canada and Mexico.

11

The Plant Nutrient Group operates 24
locations in Ohio, Michigan, Indiana, Illinois,
Florida and Puerto Rico. These locations
formulate, store and distribute nearly 2 million
tons of dry and liquid agricultural nutrients each
year to dealers and distributors through 13 wholesale
facilities and to farmers through 13 retail farm
centers. The group also manufactures low
corrosive and environmentally friendly liquid
anti-icer products for use commercially in roadway,
airport runway and industrial applications and
is a supplier of nitrogen reagents used to scrub

Plant Nutrient
Group

nitrous oxide pollutant from the emissions
of coal-burning power plants.

With a focus on its long-term growth
strategy, the Plant Nutrient Group
completed two significant acquisitions
during 2008, expanding its product
offering, customer base and geographic
footprint.
In May, the group acquired Douglass
Fertilizer, a specialty liquid nutrient
manufacturer, retailer and wholesaler
based in Maitland, Florida, with seven
manufacturing and distribution
facilities in Florida and Puerto Rico.
The acquisition provided diversification
to the group’s product line offering
and expanded its market outside the

traditional Midwest row crops and into
the rich specialty crops in Florida and
the southeastern U.S.
The purchase of three pelleted lime
production facilities in Ohio, Illinois,
and Nebraska in August expanded the
group’s manufacturing capabilities at
least three fold, providing greater

OPERATING INCOME

In a year when the group was able to
make strides toward achieving its
strategic vision and achieved greater

SALES AND REVENUES

UNIT VOLUMES

$27.1

30

volume and supply security to customers.
When added to existing facilities, the
Plant Nutrient Group is now the
largest producer of pelleted lime in
North America.
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focused

than planned results from the two
acquisitions, reduced volume and
inventory positions above market value
in the third and fourth quarters took
their toll on operating income. For
2008, the Plant Nutrient Group posted
a $12.3 million loss, as compared to its
2007 results of $27.1 million. Revenues
rose to $653 million due to dramatic
price escalation during the first seven
months, as compared to $466 million
the year prior.
The historical price escalation was
perpetuated by tight supply in all three
basic nutrients coinciding with an
increase in manufacturing costs and
demand during the first seven months.
Ultimately, prices reached record levels
in the third quarter. About mid-year
the group chose to commit to build
inventory in order to assure supply to

its customers through the fall season
and to head off anticipated future price
increases. Subsequently demand came
to a virtual stand still resulting in steep
price drops in nitrogen and phosphates
and to a lesser degree potassium in
the third and fourth quarters. As a
result, the group’s inventory and future
purchase contracts were valued
above market price resulting in a
$97.2 million charge in 2008 to reduce
inventory to the current market
and to recognize losses on forward
commitments.
As 2009 began, wholesale demand for
nitrogen and phosphates picked up
and prices began to stabilize, however,
potassium demand remained sluggish.
With prediction of corn acreage the
same or slightly under 2008 levels, the
group believes the de-stocking of its

And diversified

dealer inventories should be complete
early in the year resulting in a return to
typical demand and normal margins in
the second quarter.
Strategies are in place to grow the
group’s U.S. market share through
continued capacity expansions at
existing facilities and acquisition-based
geographic expansion. Forty-four percent
of the group’s customer base in 2008
is attributable to the acquisitions and
greater emphasis on customer driven
initiatives. Additional growth initiatives
include industrial and agriculture specialty
product lines, commercialization of new
and innovative technologies such as
nutrient efficacy enhancers, more
stable forms of nitrogen and phosphate,
and nitrogen based pollution control
technologies.
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Turf & Specialty Group
A focus on patented, proprietary products
for the professional turf market in recent
years paid off substantially in 2008 for the
Turf & Specialty Group, in spite of tight
raw material supply and associated costs
at record highs.
During the year the professional turf
business performed at a record level,
increasing market share and outpacing
the industry in growth. And, demand
continues to rise. Customers are pleased
with the performance of dispersible
granular products. Proprietary selling
tools such as the Turf Nutrition Tool
(TNT)TM help them realize the economy
and efficiency of using dispersible products.

As a reaction to the high costs of raw
materials, some customers turned to
lower-cost products, often produced
regionally to minimize transportation costs.
The group managed this impact during
much of the year by reformulating
products for customers to help them
mitigate their costs.
During 2008, the Turf & Specialty Group
posted $2.3 million in operating income, a
significant increase from the $0.1 million
earned in 2007. Revenues totaled $119
million, up from $104 million one year ago.

focused
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The Turf & Specialty Group is one of the
industry’s leading suppliers of premium
turf-care products for golf courses and other
professional markets. They manufacture turf

OPERATING INCOME
4

$3.2
$2.3

2

nutrition and control products for branded

$(0.1) $(3.0)

$0.1

0

marketers and the consumer industry. Ice-melter
addition the group produces corncob-based

-2
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products are also available through TSG. In
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carriers, cat litter, and laboratory animal bedding.
The group operates processing facilities in
Delphi, Indiana, Maumee and Bowling Green,
Ohio, and Montgomery, Alabama.

SALES AND REVENUES
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Contributing to the results was the better
than expected launch of Contec DG®,
the dispersible granular product sold in
the U.S. that provides golf course
superintendents with healthy, beautiful
grass on greens and fairways. The
product is known as Nutri DG® in 18
countries outside the U.S., where sales
were bolstered by the weakness of the
dollar during the year. These products
remain unmatched in the professional
turf industry.
Also unmatched is the method by which
the group went to market early in 2008.
Within the first year of his appearance,
DG Man™ is one of the most readily
recognized figures in the professional turf
market. The comic figure appears in the
group’s trade publication ads as well as
sales and promotional materials touting
the benefits of the product. Coupled with
an excellent product and well-executed

Advancements in the group’s granular
technology led The Andersons and five
partners to obtain $5 million in grants
from the Ohio Department of Development
to further develop granular options that
more efficiently deliver nutrients and
provide protection to crops. Because of
the advanced technology, these granules
won’t drift in the wind or wash into lakes
and streams. This grant enables the group
to accelerate research in extending the
proprietary technology to horticulture and
agriculture applications that could provide
benefits on a global scale, creating jobs and
revenue for the state of Ohio.

0
$(Millions)

product launch, sales in tons were nearly
triple that of the previous year, and further
sales growth is anticipated in 2009.

2004
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During 2008, the cob business achieved
slightly higher tonnage and revenues and
similar operating income, this despite
being impacted by a raw material (corn
cob) inventory fire at the Delphi, Indiana,
processing facility at the end of the year.
The group’s patented corn cob-based cat
litter and proprietary laboratory products,
Bed-o’cobs® and Enrich-o’cobs™, are at
the core of this business which continues
to have significant growth opportunities.

The grant provides a significant roadmap
to the future for the group as it continues
to develop additional granular applications.
Considerable effort will be made to
align field trials with commercialization
in collaboration with key customers.
The Andersons’ branded products also will
continue to benefit from the grant work.
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Retail Group
The 2008 economic conditions were
tough on retailers, with a record
number of stores closing during the
year. In an already highly-competitive
environment, retailers began to feel
the pressure about two years ago,
which escalated last year as the
unprecedented decline continued.
For the six More For Your Home®
retail stores owned by The Andersons,
the home categories were the toughest
hit as consumers reduced their
spending on remodeling, home
improvement and redecorating.
However, consumers continued to

spend money on the necessities such as
meat, produce and deli products as well
as pet supplies and work wear.
The Andersons Market® located in
Sylvania, Ohio, experienced solid
increases in sales during its first full year
of operation. Featuring an extensive
line of specialty food items as well as
conventional groceries, this new store
concept evolved during the year to
better meet customers’ expectations and
needs. A merchandizing study in the
grocery area was conducted that is also
in the process of being applied to the
larger general stores.

Knowing reduced consumer spending
would continue during the year,
the Retail Group managed the
environment by focusing on expenses
including labor efficiency and working
capital management. Additionally, the
group applied continuous improvement
to reduce inventory while keeping
in-stocks steady to ensure there was no
disruption to the stores’ exceptional
customer service levels. The group is
continuing its work to replace and
upgrade its computer system to allow
for a more efficient and customer
friendly check-out process as well as
improved reporting and control.

The Retail Group operates six large stores in
Ohio; three in the Toledo area, two in the Columbus area

OPERATING INCOME

and one in Lima. Four are stand-alone facilities with in-store

4

selling space of 130,000 or more square feet and the other two

$3.2
$2.9

3

are slightly smaller mall-based units. The Andersons Market® in
$2.1

Sylvania, Ohio, focuses on specialty foods and wines.

2
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The group’s retail concept revolves around a product mix that

$0.1

provides More For Your Home® with a broad array of traditional
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home center merchandise - kitchen and bath design, flooring,
plumbing, electrical and building supplies, hardware, tools, paint
and lighting products. In addition to these, the stores feature lawn and garden
products, extensive lines of housewares, work wear, pet supplies, automotive
SALES AND REVENUES

200

$178.7

$182.8

$177.2

supplies, storage supplies and sporting goods. Each store also has a

$180.5
$173.1

unique offering of high quality foods including produce, baked goods,
deli items, specialty gourmet foods, frozen and fresh meats, and one of

150

the largest selections of fine wines and specialty beer in the state
100

of Ohio. The Andersons Market® features an expanded line of the
50

specialty food items found in the larger stores, as well as a line
of conventional groceries and health and wellness items.
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focused

During the year, the Retail Group
recorded $173 million in sales, or about
4 percent below the 2007 total of $180
million. Operating income was $0.8
million for the year, compared to $0.1
million in 2007, which included an
impairment charge of $1.9 million.

And diversified

several opportunities through its
continuous improvement efforts to
increase efficiency and leverage the
knowledge and expertise of its team.

The group is true to its focus of
providing its customers with great
value and extraordinary service, with
an emphasis on ensuring customers
enjoy a unique and enjoyable shopping
experience each time they visit The
Andersons. With the global recession
continuing into 2009, the Retail Group
will continue to be focused on cost
reduction and enhanced operating
efficiencies. The group has identified
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REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

TO THE SHAREHOLDERS AND BOARD OF DIRECTORS
OF THE ANDERSONS, INC.:
We have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated balance sheets of The Andersons, Inc. and its subsidiaries as of December 31, 2008 and December 31, 2007,
and the related consolidated statements of income, shareholders’ equity and cash flows for each of the three years in the
period ended December 31, 2008 (not presented herein) appearing in The Andersons, Inc. annual report on Form 10-K for
the year ended December 31, 2008; and in our report dated February 27, 2009, in which we indicated the extent of our
reliance on the report of other auditors, we expressed an unqualified opinion on those consolidated financial statements.
In our opinion, the information set forth in the accompanying condensed consolidated financial statements is fairly stated,
in all material respects, in relation to the consolidated financial statements from which it has been derived.

PricewaterhouseCoopers LLP
Toledo, Ohio
February 27, 2009
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C O N S O L I D AT E D S TAT E M E N T S O F I N C O M E

Year ended December 31,
(in thousands, except per common share data)

Sales and merchandising revenues

$

Cost of sales and merchandising revenues

2008

2007

2006

3,489,478

$ 2,379,059

$ 1,458,053

3,231,649

2,139,347

1,258,813

Gross profit

257,829

239,712

199,240

Operating, administrative and general expenses

181,520

166,486

149,981

Allowance for doubtful accounts receivable

8,710

3,267

595

31,239

19,048

16,299

Equity in earnings of affiliates

4,033

31,863

8,190

Other income (net)

6,170

21,731

13,914

2,803

1,356

Income before income taxes

49,366

105,861

54,469

Income tax provision

16,466

37,077

18,122

Interest expense
Other income/gains:

Minority interest in loss of subsidiaries

Net income

$

32,900

$

68,784

$

36,347

Basic earnings

$

1.82

$

3.86

$

2.27

Diluted earnings

$

1.79

$

3.75

$

2.19

Dividends paid

$

0.325

$

0.220

$

0.178

Per common share:
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C O N S O L I D AT E D B A L A N C E S H E E T S

December 31,
(in thousands)
Assets
Current assets:
Cash and cash equivalents
Restricted cash
Accounts and notes receivable, less allowance for doubtful
accounts of $13,584 in 2008; $4,545 in 2007
Margin deposits, net
Inventories
Commodity derivative assets – current
Railcars available for sale
Deferred income taxes
Prepaid expenses and other current assets
Total current assets

$

81,682
3,927

2007

$

22,300
3,726

130,091
13,094
436,920
84,919
1,971
15,338
88,020
855,962

106,257
20,467
502,904
205,956
1,769
2,936
38,576
904,891

3,662
12,433
141,055
157,150
174,132
121,529
1,308,773

10,714
29,458
7,892
118,912
166,976
153,235
99,886
1,324,988

Liabilities and shareholders’ equity
Current liabilities:
Short-term line of credit
Accounts payable for grain
Other accounts payable
Customer prepayments and deferred revenue
Commodity derivative liabilities – current
Accrued expenses
Current maturities of long-term debt - non-recourse
Current maturities of long-term debt
Total current liabilities

216,307
107,697
54,449
67,055
52,014
13,147
14,594
525,263

245,500
143,479
115,016
38,735
122,488
38,176
13,722
10,096
727,212

Deferred income and other long-term liabilities
Commodity derivative liabilities – noncurrent
Employee benefit plan obligations
Long-term debt non-recourse, less current maturities
Long-term debt, less current maturities
Deferred income taxes
Total liabilities

12,977
3,706
35,513
40,055
293,955
32,197
943,666

6,172
2,090
18,705
56,277
133,195
24,754
968,405

11,694

12,219

96

96

Other assets:
Pension asset
Commodity derivative assets – noncurrent
Other assets
Investments in and advances to affiliates
Railcar assets leased to others (net)
Property, plant and equipment (net)

Minority interest in subsidiary
Shareholders’ equity:
Common shares, without par value, 25,000 authorized;
19,198 shares issued
Preferred shares, without par value, 1,000 shares authorized;
none issued
Additional paid-in capital
Treasury shares, at cost (1,069 in 2008; 1,195 in 2007)
Accumulated other comprehensive loss
Retained earnings

20

2008

173,393
(16,737)
(30,046)
226,707
353,413
$1,308,773

168,286
(16,670)
(7,197)
199,849
344,364
$1,324,988
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S TAT E M E N T S O F C A S H F L O W S

(in thousands)
Operating activities
Net income
Adjustments to reconcile net income to net
cash (used in) provided by operating activities:
Depreciation and amortization
Allowance for doubtful accounts receivable
Minority interest in loss of subsidiaries
Equity in earnings of unconsolidated affiliates, net of distributions received
Realized gains on sales of railcars and related leases
Excess tax benefit from share-based payment arrangement
Deferred income taxes
Stock based compensation expense
Gain on donation of equity securities
Asset impairment
Lower of cost or market inventory and contract adjustment
Other
Changes in operating assets and liabilities:
Accounts and notes receivable
Inventories
Commodity derivatives and margin deposits
Prepaid expenses and other assets
Accounts payable for grain
Other accounts payable and accrued expenses
Net cash (used in) provided by operating activities

2008
$

32,900

Year ended December 31,
2007
$

68,784

$

2006
36,347

29,767
8,710
(2,803)
19,307
(4,040)
(2,620)
4,124
4,050
97,268
58

26,253
3,267
(1,356)
(23,583)
(8,103)
(5,399)
5,274
4,374
(4,773)
1,926
(192)

24,737
595
(4,340)
(5,887)
(5,921)
7,371
2,891
(921)

(23,460)
3,074
102,818
(56,939)
72,648
(6,198)
278,664

(21,826)
(206,447)
(79,534)
(12,849)
47,564
48,225
(158,395)

(13,814)
(41,307)
(57,258)
(5,348)
14,970
(6,398)
(54,283)

Investing activities
Acquisition of businesses, net of $0.3 million cash acquired
Purchases of property, plant and equipment
Purchases of railcars
Proceeds from sale and disposition of railcars and related leases
Proceeds from sale of property, plant and equipment and other
Proceeds received from minority interest
Investment in affiliates
Net cash used in investing activities

(18,920)
(20,315)
(97,989)
68,456
(21)
2,278
(41,450)
(107,961)

(20,346)
(56,014)
47,263
1,749
13,673
(36,249)
(49,924)

(16,031)
(85,855)
65,212
1,775
(34,255)
(69,154)

Financing activities
Net increase (decrease) in short-term borrowings
Proceeds from offering of common shares
Proceeds from issuance of long-term debt
Proceeds from issuance of non-recourse, securitized long-term debt
Payments on long-term debt
Payments on non-recourse, securitized long-term debt
Payment of debt issue costs
Purchase of treasury stock
Proceeds from sale of treasury shares under stock compensation plans
Excess tax benefit from share based payment arrangement
Dividends paid
Net cash provided by (used in) financing activities

(245,500)
220,827
(65,293)
(16,797)
(2,283)
(924)
1,914
2,620
(5,885)
(111,321)

170,500
56,892
835
(9,999)
(15,831)
3,354
5,399
(3,929)
207,221

62,600
81,607
15,845
2,001
(8,687)
(25,361)
(52)
1,893
5,921
(2,808)
132,959

59,382
22,300
$81,682

(1,098)
23,398
$22,300

9,522
13,876
$23,398

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
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S E L E C T E D F I N A N C I A L D ATA : F I V E Y E A R S U M M A R Y

(in thousands, except for per share
and ratios and other data)
Operating results
Grain & ethanol sales and revenues (a)
Fertilizer, retail & other sales
Total sales & revenues
Gross profit – grain & ethanol
Gross profit – fertilizer, retail & other
Total gross profit
Equity in earnings (losses) of affiliates
Other income, net (b)
Pretax income
Net income
Financial position
Total assets
Working capital
Long-term debt (c)
Long-term debt, non-recourse (c)
Shareholders’ equity
Cash flows / liquidity
Cash flows from (used in) operations
Depreciation and amortization
Cash invested in acquisitions /
investments in affiliates
Investments in property, plant &
equipment
Net investment in (sale of) railcars (d)
EBITDA (e)
Per share data:
Net income – basic
Net income – diluted
Dividends paid
Year-end market value
Ratios and other data
Pretax return on beginning equity
Net income return on beginning equity
Funded long-term debt to equity ratio (f)
Weighted average shares
outstanding (000’s)
Effective tax rate

For the years ended December 31,
2008

2007

2006

$ 2,411,144
1,078,334
3,489,478
110,954
146,875
257,829
4,033
6,170
49,366
32,900

$ 1,498,652
880,407
2,379,059
79,367
160,345
239,712
31,863
21,731
105,861
68,784

1,308,773
330,699
293,955
40,055
353,413

1,324,988
177,679
133,195
56,277
344,364

879,048
162,077
86,238
71,624
270,175

278,664
29,767

(158,395)
26,253

60,370

$

791,207
666,846
1,458,053
62,809
136,431
199,240
8,190
13,914
54,469
36,347

2005
$

628,255
668,694
1,296,949
50,456
142,116
192,572
2,321
4,386
39,312
26,087

2004
$

664,565
602,367
1,266,932
52,680
131,212
183,892
1,471
4,973
30,103
19,144

647,951
96,113
79,329
88,714
158,883

590,346
102,234
89,803
64,343
133,876

(54,283)
24,737

38,767
22,888

60,185
21,435

36,249

34,255

16,005

85,753

20,315
29,533
110,372

20,346
8,751
151,162

16,031
20,643
95,505

11,927
29,810
74,279

13,201
(90)
62,083

1.82
1.79
0.325
16.48

3.86
3.75
0.220
44.80

2.27
2.19
0.178
42.39

1.76
1.69
0.165
21.54

1.32
1.28
0.153
12.75

14.3%
9.6%
0.8-to-1

39.2%
25.5%
0.4-to-1

34.3%
22.9%
0.3-to-1

29.4%
19.5%
0.5-to-1

26.0%
16.5%
0.7-to-1

18,068
33.4%

17,833
35.0%

16,007
33.3%

14,842
33.6%

14,492
36.4%

Note: Prior years have been revised to conform to the 2008 presentation; these changes did not impact net income.
(a) Includes sales of $865.8 million in 2008, $407.4 million in 2007 and $23.5 million in 2006 of sales pursuant to marketing and originations agreements between
the Company and its ethanol LLCs.
(b) Includes gains on insurance settlements of $0.1 million in 2008, $3.1 million in 2007 and $4.6 million in 2006. Includes development fees related to ethanol joint
venture formation of $1.3 million in 2008, $5.4 million in 2007 and $1.9 million in 2006. Includes $4.9 million in gain on available for sale securities in 2007.
(c) Excludes current portion of long-term debt.
(d) Represents the net of purchases of railcars offset by proceeds on sales of railcars. In 2004, proceeds exceeded purchases. In 2004, cars acquired as part of an
acquisition of a business have been excluded from this number.
(e) Earnings before interest, taxes, depreciation and amortization, or EBITDA, is a non-GAAP measure. We believe that EBITDA provides additional information for investors
and others in determining our ability to meet debt service obligations. EBITDA does not represent and should not be considered as an alternative to net income or cash
flow from operations as determined by generally accepted accounting principles, and EBITDA does not necessarily indicate whether cash flow will be sufficient to meet
cash requirements. Because EBITDA, as determined by us, excludes some, but not all, items that affect net income, it may not be comparable to EBITDA or similarly
titled measures used by other companies.
(f) Calculated by dividing long-term debt by total year-end equity as stated under “Financial position.” Does not include non-recourse debt.
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INVESTOR INFORMATION
CORPORATE OFFICES
The Andersons, Inc.
480 West Dussel Drive
Maumee, OH 43537
419-893-5050
www.andersonsinc.com
NASDAQ SYMBOL
The Andersons, Inc. common shares
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Market tier of The Nasdaq Stock
Market under the symbol ANDE.
COMMON STOCK
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STOCK PURCHASE AND DIVIDEND
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in The Andersons, Inc. Through
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a broker. Call 312.360.5260 for more
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TRANSFER AGENT & REGISTRAR
Computershare Investor Services, LLC
250 Royall Street
Canton, MA 02021
312-360-5260
FORM 10-K
Additional copies of The Andersons’
2008 Form 10-K, filed on February 27,
2009 with the SEC, are available to
shareholders and interested individuals
without charge by writing or calling
Investor Relations.

INVESTOR RELATIONS
Gary L. Smith
Vice President, Finance & Treasurer
419-891-6417
gary_smith@andersonsinc.com
INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM
PricewaterhouseCoopers LLP
Toledo, OH
ANNUAL MEETING
The annual shareholders’ meeting of
The Andersons, Inc. will be held at The
Andersons’ Headquarters, 480 West
Dussel Drive, Maumee, OH 43537 at
8:00 a.m. on May 8, 2009.
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The Andersons, Inc. is a diversified Company with

OPERATING INCOME total: $49.4 million
$(Millions)

®

interests in the grain, ethanol and plant nutrient

-20

-10

0

10

20

30

40

50
Grain & Ethanol
$43.6

sectors of U.S. agriculture, as well as in railcar leasing and repair,
Rail $19.8

turf products production, and general merchandise retailing. Founded

Plant Nutrient $(12.3)
Turf & Specialty $2.3

in Maumee, Ohio, in 1947, the Company now has operations in

Retail $0.8
Other ($4.8)

12 U.S. States and Puerto Rico, plus rail leasing interests in Canada and Mexico.

TA B L E O F C O N T E N T S
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CREATIVE AND DEDICATED EMPLOYEES
WHO PROVIDE THE FOUNDATION FOR

DIVIDENDS PAID PER SHARE
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GRATEFUL TO THEM, TO OUR CUSTOMERS
AND SUPPLIERS, AND TO YOU, OUR
SHAREHOLDERS.

CLOSING STOCK PRICE
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M I S S I O N S TAT E M E N T
We firmly believe that our company is a powerful vehicle through which
we channel our time, talent, and energy in pursuit of the fundamental goal
of serving God by serving others. Through our collective action we greatly
magnify the impact of our individual efforts to:

2008 AC C OMP LIS H ME N TS
• Record revenues of $3.5 billion
• Increased the company’s access to capital by adding
about $200 million of new long-term debt and expanded
short-term lines of credit to $920 million
• Acquired Douglass Fertilizer, now the Plant Nutrient Group’s
Southern Region, providing product line diversification
and an expanded market outside the traditional
Midwest row crops
• Purchased three pelleted lime production facilities
expanding manufacturing capabilities at least three
fold, providing greater volume and supply security
to customers

• Added two railcar repair shops in Montana and Utah and
grew the railcar fleet by nearly 5 percent
• Increased the company’s percentage ownership in
Lansing Trade Group (LTG)
• Expanded grain storage by 7.7 million bushels in
Michigan and Illinois
• Tripled sales in tons of Turf & Specialty's dispersible
granular products
• Began production at The Andersons Marathon Ethanol LLC
in Greenville, Ohio
• Made incremental improvements in The Andersons Market®
specialty food market

• Provide extraordinary service to our customers
• Support our communities
• Help each other improve
• Increase the value of our company

