
Titan Machinery Inc.
Form 10-K
April 28, 2008

Use these links to rapidly review the document
 ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
 Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-K
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF

THE SECURITIES EXCHANGE ACT OF 1934

FOR THE FISCAL YEAR ENDED JANUARY 31, 2008

Commission File No. 000-1409171

TITAN MACHINERY INC.
(Exact name of registrant as specified in its charter)

Delaware
(State or Other Jurisdiction of Incorporation or Organization)

No. 45-0357838
(IRS Employer Identification No.)

4876 Rocking Horse Circle
Fargo, ND 58104-6049

(Address of Principal Executive Offices)

(701) 356-0130
(Registrant's telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act: Common Stock, $0.00001 Par Value

Securities registered pursuant to Section 12(g) of the Act: None

         Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes o    No ý

         Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes o    No ý

Note: Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of the Exchange Act from
their obligations under those Sections.

         Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes ý    No o

Edgar Filing: Titan Machinery Inc. - Form 10-K

1



         Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant's knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.    o

         Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definitions of "large accelerated filer," "accelerated filer," and "smaller reporting company" in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filer o Accelerated filer o Non-accelerated filer o
(Do not check if a smaller

reporting company)

Smaller reporting company ý

         Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes o    No ý

         The aggregate market value of our common stock held by non-affiliates as of April 10, 2008 was approximately $167,337,230 (based on
the last sale price of $22.11 per share on such date as reported on the Nasdaq Global Market).

         The number of shares outstanding of the registrant's common stock as of April 10, 2008 was: Common Stock, $0.00001 par value,
13,443,810 shares.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the proxy statement for the registrant's 2008 Annual Meeting of Stockholders are incorporated by reference into Items 10, 11, 12, 13
and 14 of Part III of this report.

Edgar Filing: Titan Machinery Inc. - Form 10-K

2



Table of Contents

Page No.

PART I
Item 1. Business 1
Item 1A. Risk Factors 17
Item 2. Properties 23
Item 3. Legal Proceedings 25
Item 4. Submission of Matters to a Vote of Security Holders 25

PART II
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities 27
Item 6. Selected Financial Data 29
Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations 31
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 49
Item 8. Financial Statements and Supplementary Data 50
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 82
Item 9A. Controls and Procedures 82
Item 9B. Other Information 82

PART III
Item 10. Directors, Executive Officers and Corporate Governance 83
Item 11. Executive Compensation 83
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 83
Item 13. Certain Relationships and Related Transactions, and Director Independence 83
Item 14. Principal Accounting Fees and Services 83

PART IV
Item 15. Exhibits, Financial Statement Schedules 84
We make available, free of charge, copies of our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act on our web site,
http://www.titanmachinery.com, as soon as reasonably practicable after filing such material electronically or otherwise furnishing it to the SEC.
We are not including the information on our web site as a part of, or incorporating it by reference into, our Form 10-K.

i

Edgar Filing: Titan Machinery Inc. - Form 10-K

3



 ITEM 1.    BUSINESS

Our Company

Overview

        We own and operate what we believe is one of the largest networks of full service agricultural and construction equipment stores in North
America. Based upon information provided to us by CNH Global N.V. or its U.S. subsidiary CNH America LLC, collectively referred to in this
Form 10-K as CNH, we are the world's largest retail dealer of Case IH Agriculture equipment and a major retail dealer of New Holland
Agriculture, Case Construction and New Holland Construction equipment in the U.S. We sell and rent agricultural and construction equipment,
sell parts, and service the equipment in the areas surrounding our stores.

        The agricultural equipment we sell and service includes machinery and attachments for uses ranging from large-scale farming to home and
garden use. The construction equipment we sell and service includes heavy construction and light industrial machinery for commercial and
residential construction, road and highway construction and mining. We engage in four principal business activities:

�
new and used equipment sales;

�
parts sales;

�
repair and maintenance services; and

�
equipment rental and other activities.

        The new equipment and parts we sell are supplied primarily by CNH. CNH is a leading manufacturer and supplier of agricultural and
construction equipment, primarily through the Case IH Agriculture, New Holland Agriculture, Case Construction and New Holland
Construction brands. We acquire used equipment for resale through trade-ins from our customers and selective purchases. We also sell parts and
provide in-store and on-site repair and maintenance services. We also rent equipment and provide other ancillary services such as equipment
transportation, GPS signal subscriptions and finance and insurance products.

        We offer our customers a one-stop solution by providing equipment and parts sales, repair and maintenance services and rental functions in
each store. Our full service approach provides us with multiple points of customer contact and substantial cross-selling opportunities. We believe
our mix of equipment and recurring parts and service sales enables us to operate effectively throughout economic cycles. We also believe our
significant scale, superior customer service, diverse and stable customer base, proven management reporting system and experienced
management team provide us with a competitive advantage in many of our local markets.

        Throughout our 28-year operating history we have built an extensive, geographically contiguous network of 39 full service stores and two
outlet stores. Our agricultural equipment stores are located in highly productive farming regions, including the Red River valley in eastern North
Dakota and northwestern Minnesota and western portions of the corn belt in Iowa, eastern South Dakota and southern Minnesota. Our
construction equipment stores operate in markets where we also sell agriculture equipment and are located close to the growing regional trade
centers of Fargo and Bismarck, North Dakota, and Rapid City and Sioux Falls, South Dakota, as evidenced by the increase in GDP for each area
for the years 2001 through 2005 as reported by the Bureau of Economic Analysis of the U.S. Department of Commerce.

        Our executives have extensive industry experience. David Meyer, our Chairman and Chief Executive Officer, founded our company in
1980. In 2002, we acquired two stores owned by C.I. Farm Power, Inc., a business owned by our President and Chief Financial Officer, Peter
Christianson, which he co-founded in 1988. Based on our collective industry experience, we developed the Titan Operating
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Model, which combines management accountability and decision-making at the store level with centralized, back-office support. In addition, our
executives work closely with our store managers to develop the managers' industry knowledge and ensure these managers achieve operational
excellence in line with our management philosophy.

        We have a history of successful growth through acquisitions. Since January 1, 2003, we have completed 17 acquisitions consisting of 34
stores operating in four states, including three acquisitions consisting of four stores completed since our initial public offering on December 11,
2007. We have a well-established track record of successfully integrating acquired stores through the Titan Operating Model, retaining
acquired-store employees and maintaining acquired-store customer relationships. We expect that acquisitions will continue to be an important
component of our growth.

Industry Overview

Agricultural Equipment Industry

        Agricultural equipment is purchased primarily for the production of food, fiber, feed grain and renewable energy. It is also purchased for
home and garden applications and maintenance of commercial, residential and government properties. IBISWorld data reports that total revenue
for U.S. farm and garden equipment dealers was $51.8 billion in 2006 and is projected to grow to $53.5 billion by 2012, as adjusted for inflation.
Deere & Company, CNH and AGCO Corporation are the largest global manufacturers and supply a full line of equipment and parts that address
the primary machinery requirements of farmers. In 2007, revenue from agriculture operations was $12.1 billion for Deere & Company,
$9.9 billion for CNH and $6.8 billion for AGCO. In addition to the major manufacturers, several short-line manufacturers produce specialized
equipment that addresses regional and niche requirements of farmers. Agricultural equipment manufacturers typically grant dealers in the U.S.
authorized store locations, not exclusive territories, to distribute their products.

        According to IBISWorld reports, there are many factors that influence demand for agricultural equipment, parts and repair and maintenance
services, including commodity prices, interest rates, general economic conditions and weather. Conditions can fluctuate drastically in a short
time period, creating volatility in demand, especially for equipment, in a given year. Government subsidies also influence demand for
agricultural equipment. Legislation, most notably the U.S. Farm Bill and the Farm Security and Rural Investment Act of 2002, attempts to
stabilize the agriculture industry through USDA subsidies. USDA subsidies include (i) commodity programs consisting of direct,
counter-cyclical and price support payments to farmers; (ii) conservation programs; and (iii) disaster relief programs. In 2006, total USDA
subsidies in the U.S. equaled $13.4 billion dollars, with $2.8 billion paid to farmers in the states in which we operate stores: Iowa, Minnesota,
North Dakota and South Dakota. We believe USDA subsidies reduce financial volatility and help ensure that farmers operate their farms and
equipment during economic down cycles, thus stabilizing demand for equipment, replacement parts and repair and maintenance services.

        Currently, the USDA reports that U.S. farmers are enjoying historically strong economic fundamentals. U.S. annual net farm income since
2000 has averaged $61.1 billion, compared to average annual net farm income during the 1990s of approximately $48 billion, as adjusted for
inflation. In 2007, U.S. net farm income was $88.6 billion and the USDA projects this amount to grow to $99.4 billion by 2017, as adjusted for
inflation. In addition, farm balance sheets are strong, with the average debt-to-asset ratio for U.S. farmers in 2007 equal to 9.9%, the lowest level
since the late 1950s.

        Growing global demand for agricultural commodities is primarily responsible for the current and projected strength of the U.S. farm
economy. Many factors are contributing to growth in demand, including rapid expansion of ethanol and biodiesel production throughout the
world and the growing economies of developing countries, most notably India and China. According to the USDA, in 2006, 2.2 billion bushels
of corn, approximately 20.4% of the total U.S. crop, were used for ethanol
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production. The USDA has stated that in 2007, the ethanol industry's consumption of corn is projected to grow 58% to 3.4 billion bushels, or
27% of the U.S. crop, and continue to grow to 4.9 billion bushels of corn by 2010. These large increases in ethanol production increase the
demand for, and prices of, farm land and commodities. In addition, we believe the growing economies of developing countries will continue to
increase demand for agricultural products.

Construction Equipment Industry

        Construction equipment is purchased primarily for commercial, residential and infrastructure construction, as well as for demolition,
maintenance, mining, energy production and forestry operations. The market for construction equipment is larger than the market for agricultural
equipment and is segmented across multiple categories including earth moving, lifting, light industrial, asphalt and paving, and concrete and
aggregate equipment. IBISWorld data reports that total revenue for U.S. construction equipment dealers was $72.4 billion in 2006 and is
projected to grow to $78.3 billion by 2012, as adjusted for inflation. We believe Caterpillar, Inc., Komatsu Ltd., Deere & Company, CNH and
Ingersoll-Rand Co. Ltd. are the largest global manufacturers of construction equipment. According to IBISWorld data in 2007, these companies
generated revenue from their construction operations of $42.0 billion for Caterpillar, $18.4 billion for Komatsu, $5.0 billion for Deere &
Company, and $5.0 billion for CNH. As in the agricultural equipment market, distribution of construction equipment in the U.S. is executed
primarily by manufacturer authorized dealers; however, manufacturers' dealership agreements in the construction industry typically assign
exclusive distribution territories.

        Construction machinery is generally divided into heavy and light subgroups. Heavy machinery includes large wheel loaders, large tracked
excavators, crawler dozers, motor graders and articulated haul trucks. Light machinery includes backhoe landscape tractors, forklifts, compact
excavators and skid steers. Heavy machinery is generally purchased by construction companies, municipalities, local governments, rental fleet
owners, quarrying and mining companies, waste management companies and forestry-related organizations. Typically, light machinery is
purchased by contractors, rental fleet owners, landscapers, logistics companies, farmers and recreational users. Although demand for
construction equipment is affected by weather and seasonal factors, it is usually less susceptible to seasonal changes than the agricultural
equipment industry.

        CNH and industry reports show demand for construction equipment in our markets is driven by several factors, one of which is public
infrastructure spending, including roads and highways, sewer and water, as well as by public and private expenditures for the energy and mining
industries. Data prepared by the U.S. Department of Transportation shows that Federal Highway Administration allocations to public
infrastructure spending in the states in which we do business�Iowa, Minnesota, North Dakota and South Dakota�will increase from $1.3 billion, or
3.9% of federal funding, in 2005 to $1.6 billion, or 4.3% of federal funding, in 2009, as adjusted for inflation. Our business is also influenced by
public and private expenditures for the energy and mining industries in the areas in which we operate. Demand for fossil fuels, as well as metals
and other commodities, has grown considerably in recent years. We expect to benefit from the need for equipment to establish the infrastructure
necessary to extract these natural resources, particularly in North Dakota, as consumer and wholesale consumption accelerates.

Titan Operating Model

        We believe the Titan Operating Model is a key element to our continued success. Through the Titan Operating Model, we empower
leadership and share best practices at the store level while realizing efficiencies at the corporate level. We believe exceptional customer service
is most efficiently delivered through accountable store employees who are supported by centralized administrative, finance and marketing
functions. By managing our business as a network of independent stores supported by a
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centralized, shared resources group, we ensure coordination of the entire enterprise while promoting local business relationships on a
store-by-store basis.

Strong Stores

        Each of our stores is run by a store manager who is reviewed and compensated based on the store's achievement of revenue, profitability,
market share and balance sheet objectives. Also, each store is typically staffed by a parts manager, a service manager and field marketers, all of
whom report directly to the store manager. Under our operating model, decision-making for customer-related issues is decentralized, with each
store manager responsible for matters such as the type of equipment to stock, equipment pricing, customer credit approvals, staffing levels and
customer satisfaction. This operating model enables each trained and motivated store manager to concentrate on customers' equipment, parts and
service needs, while our shared resources group manages the administrative functions of the store. We believe customers in our industry view
store managers and sales and service personnel as important partners in operating their businesses. Therefore, we believe developing and
supporting strong store managers enables us to grow same-store sales through fostering new relationships and further developing existing
relationships with our customers. In addition, we believe other regional operators that choose to centralize customer-related decisionmaking at
the corporate level risk undermining the partnership many customers seek to build with their dealer.

Shared Resources

        Our shared resources group provides a range of services to support our stores, including warranty and service administration, information
technology support, administration, marketing campaigns, human resources management, finance and insurance, central purchasing, accounting,
data administration and cash management. We believe these functions can be run more efficiently when combined and provide more
sophisticated tools to our store managers than an independent dealership could support alone. We maintain accountability on a daily basis
through our management reporting systems, which provide data on key operational and financial metrics, as well as monthly reviews of financial
performance. We believe the services provided by our shared resources group enables our stores to achieve a higher level of customer service by
freeing them from certain general and administrative functions and a more competitive market presence at a lower cost than would be feasible if
our stores operated independently. Furthermore, as we acquire new stores, we believe the shared services required to support these stores will
grow at a lower rate than our overall growth in store count.

Management Development and Succession Planning

        Our executives work closely with our store managers and mid-level corporate managers to ensure the managers benefit from our executives'
industry knowledge and execute operational excellence in line with our management philosophy. We also conduct formal store manager
meetings every month to assess operational and financial objectives, develop near-term strategies and share best practices across the
organization. We believe the relationships between our executives, our store managers and mid-level corporate managers will sustain our
financial success through continued implementation of our effective operating model, by providing a strong pool of capable successors to our
current team of executives and store managers. Further, we have deliberately structured our store personnel with entrepreneurial individuals
trained, including through our programs, to move up the management ladder. In addition, we sponsor a program with Minnesota State Technical
College that offers scholarships to students who will ultimately work for us in various capacities empowered with the basic knowledge and tools
to succeed. This program was the first of its kind among CNH dealers and is now being replicated elsewhere in the CNH network.
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Business Strengths

        In addition to the Titan Operating Model, we believe the following attributes of our business model and market position are important
factors in our ability to compete effectively and achieve our long-term financial objectives:

Leading North American Equipment Provider with Significant Scale

        According to CNH, we are the world's largest retail dealer of Case IH Agriculture equipment and a major retail dealer of New Holland
Agriculture, Case Construction and New Holland Construction equipment in the U.S. We believe our size and large, contiguous geographic
market provide us with several competitive advantages including:

�
our ability to efficiently manage inventory by empowering each individual store with inventory management responsibility
and access to our centralized inventory management system, thus allowing inventory exchanges among the stores, which
permits us to maintain only the inventory deemed needed by each store while providing significant breadth of parts and
equipment to our customers;

�
our ability to use expanded sales channels, including used equipment listings and periodic auctions hosted on our website,
which enables us to offer our customers alternative purchasing options; and

�
our ability to sell inventory to customers in a large geographic area covering North Dakota, South Dakota, Iowa and
Minnesota, which enables us to capitalize on crop diversification and disparate weather throughout this area.

Customer Focus at the Local Level

        As part of the Titan Operating Model, we centralize general and administrative functions and finance resources. This strategy enables our
store employees to focus exclusively on customers and eliminates redundant operating expenses. We also centralize our marketing resources to
offer our stores and field marketers professional marketing support that includes targeted direct mailings, advertising with targeted local media
outlets, participation in and sponsorship of trade shows and industry events, our Titan Trader monthly magazine, and our hosting of open houses,
service clinics, equipment demonstrations, product showcases and customer appreciation outings. We believe this operating structure, which
focuses on serving our customers on a local level, will allow us to increase market share.

Superior Customer Service to Attract and Retain Customers

        We believe our ability to respond quickly to our customers' demands is a key to profitable growth. Our executives are committed to
maintaining a customer-focused culture. We spend significant time and resources training our employees to effectively service our customers in
each of our local markets, which we believe will increase our revenue. Our training program involves active participation in all
manufacturer-sponsored training programs and the use of industry experts as consultants for customized training programs and a training team to
assist in the integration of newly-acquired operations. We also partner with a local technical college to sponsor students who we plan to
ultimately employ. In particular, the following capabilities enable us to better service our customers:

�
our ability to staff a large number of highly-trained service technicians across our network of stores, which makes it possible
to schedule repair services on short notice without affecting our technician utilization rates;
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�
our ability to staff and leverage product and application specialists across our network of stores, which makes it possible to
offer valuable pre-sale and aftermarket services, including equipment training, best practices education and precision
farming technology support; and

�
our ability to innovate and lead our industry through initiatives such as Rural Tower Network, our joint venture with certain
local Caterpillar and John Deere dealerships to deploy a GPS guidance system in support of precision farming in our core
geographic market, which provides our customers with the latest advances in technology and operating practices.

Unique Entrepreneurial Culture to Attract and Retain Superior Employees

        We created a unique entrepreneurial culture that empowers our employees to make decisions and act within the parameters of a proven
operating process and system. We believe this culture and our size gives us a competitive advantage in attracting and retaining the best
employees in our industry. We developed an operating system and process that provides our employees with defined objectives and frequent
feedback of results within an entrepreneurial environment that allows them to work independently yet consistently throughout our company.
Through this operating system and process we have established defined financial metrics on a balanced scorecard, which is used monthly with
each store manager to assess performance. Each store manager is empowered to operate the individual store as appropriate within the guidelines
set by the operating system and process. This balanced management philosophy enables our employees to understand clearly how they succeed
in our organization and how to interact with customers who expect a level of autonomy from our employees. Our compensation system focuses
on rewarding our employees for high performance, thus enabling us to retain most of those employees who perform at or above expectations.
This system also enables us to attract talented individuals outside of our industry and train them to perform at a high level within a relatively
short period of time.

Diverse and Stable Customer Base to Avoid Market Volatility

        We believe our large and diverse customer base limits our exposure to risks associated with customer concentration and fluctuations in
local market conditions. We have long and stable relationships with many of our customers. During fiscal 2008, we conducted business with
over 28,000 customers and no customer accounted for more than 1.6% of our total revenue and our top ten customers combined represented
approximately 6.5% of our total revenue. In addition, we believe current economic conditions for our customer base are historically strong. For
example, U.S. annual net farm income since 2000 has averaged $61.1 billion and the USDA projects an annual average of $91.2 billion for the
next 10 years. This compares to average U.S. annual net farm income during the 1990s of approximately $48 billion. In addition, USDA reports
indicate that farm balance sheets are strong, with the average debt-to-asset ratio for U.S. farmers in 2007 equal to 9.9%, the lowest level since
the late 1950s. Our construction customers have multiple needs requiring equipment spending, including commercial construction, residential
construction, local road, state and federal highway construction, commercial and government facilities maintenance and mining.

Proven Information Technology Systems

        Our management reporting systems provide the data and reports that facilitate our ability to make informed decisions. We use these systems
to actively manage our business and enable each store to access the available inventory of our other stores before ordering additional parts or
equipment from our suppliers. As a result, we minimize our investment in inventory while promptly satisfying our customers' parts and
equipment needs. Our customer relationship management system provides sales and customer information and other organizational tools to
assist our field marketers, parts managers and service managers. In addition, our management reporting systems facilitate training and foster
development of management personnel.
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Experienced Management Team to Implement our Growth Strategy

        Our executive team is led by David Meyer, our Chairman and Chief Executive Officer, and Peter Christianson, our President and Chief
Financial Officer, who have approximately 33 and 29 years, respectively, of industry experience. Our store managers and field marketers also
have extensive knowledge and experience in our industry. In addition, we compensate, develop and review our store managers based on an
approach that aligns their incentives with the goals and objectives of our company, including achievement of revenue, profitability, market share
and balance sheet objectives. We believe the strength of our management team will help our success in the marketplace.

Growth Strategy

        We believe our business strengths will enable us to grow our business as we continue to pursue the following growth strategies:

Increase Market Share and Same-Store Sales

        We focus on increasing our share of the equipment sold in our markets because our market share impacts current period revenue and
compounds our revenue over the life of the equipment sold through recurring parts and service business. We seek to generate same-store growth
and increase market share through:

�
employing significant marketing and advertising programs, including targeted direct mailings, advertising with targeted local
media outlets, participation in and sponsorship of trade shows and industry events, our Titan Trader monthly magazine, and
by hosting open houses, service clinics, equipment demonstrations, product showcases and customer appreciation outings;

�
supporting and providing customers with training for evolving technologies, such as precision farming, that are difficult for
single-store operators to support;

�
maintaining state-of-the-art service facilities, mobile service trucks and trained service technicians to maximize our
customers' equipment uptime through preventative maintenance programs and seasonal 24/7 service support; and

�
utilizing our inventory system to maximize parts and equipment availability for our customers.

Make Selective Acquisitions

        The agricultural and construction equipment industries are fragmented and consist of many relatively small, independent businesses
servicing discrete local markets. We believe a favorable climate for dealership consolidation exists due to several factors, including the
competitiveness of our industry, growing dealer capitalization requirements and lack of succession alternatives. We intend to evaluate and
pursue acquisitions with the objectives of entering new markets, consolidating distribution within our established network and strengthening our
competitive position.

        We have a track record of completing and integrating acquisitions and have successfully used acquisitions to enter new markets, as
demonstrated by the expansion of our agricultural business from the Red River valley region into the western portion of the corn belt and our
entry into and expansion of our construction equipment business in four states where we also sell agriculture equipment. We look to add stores
through acquisitions that offer attractive growth opportunities, high demand for the equipment we sell and services we offer, management
strength, and contiguity with our existing geography. We also look to add construction stores in local markets in which we sell agriculture
equipment but do not have construction dealership agreements with CNH. These factors have guided us to successful acquisition candidates. We
believe our track record of successful acquisitions and expansion increases the probability that our future expansion will be profitable.
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        We believe that we are effectively able to identify attractive acquisition candidates due to our leadership position in the industry, our track
record of completing and integrating acquisitions, and our contacts in and knowledge of our industry and geographic region. We regularly assess
the acquisition landscape, evaluating potential acquisition candidates in terms of their availability and desirability to our long-term growth
strategy. In addition, we believe acquisition economics in our industry have been and will continue to be conducive to executing our long-term
growth strategy. Typically, we acquire only the fixed assets, working capital and selected inventory we believe are necessary to run an efficient
store according to the Titan Operating Model and assume only the liabilities related to financing the inventory and working capital acquired. We,
therefore, calculate our net purchase price of an acquisition as the value paid for the assets acquired less the amount of any liabilities assumed.
Upon completion of an acquisition we seek to re-finance the inventory acquired according to the parts and floor plan financing parameters of the
Titan Operating Model. In addition to the purchase price, we track the adjusted net purchase price of our acquisitions by subtracting any
incremental parts inventory or floorplan financing incurred through re-financing the inventory according to the Titan Operating Model.

        The aggregate net purchase price and adjusted net purchase price of the acquisitions we have completed since January 1, 2003 equals
$37.3 million and $23.8 million, respectively. We estimate that the aggregate trailing twelve-month revenue and income before taxes at the time
of acquisition for the acquisitions completed to date equals $238.6 million and $4.7 million, respectively. For the acquisitions that have at least
one year of operating results under our management, the aggregate purchase price and implied net purchase price equals $19.8 million and
$11.5 million, respectively. We estimate that the aggregate trailing twelve-month revenue and income before taxes at the time of acquisition for
these locations was approximately $134.0 million and $2.1 million, respectively. The aggregate trailing twelve-month revenue and income
before taxes as of January 31, 2008 for these same dealerships was approximately $219.6 million and $6.0 million, respectively. We intend to
pursue acquisitions in the future that reflect economics similar to the aggregate economics summarized above. We believe our management
team's experience in evaluating potential acquisition candidates helps them determine whether a particular dealership can be successfully
integrated into our existing operations and enables them to structure mutually beneficial purchase terms.

        The consent of CNH is required to acquire any CNH dealership, and the consent of Bremer is required for the acquisition of any dealership.

        The following table summarizes our acquisition of 17 dealers, totaling 34 stores, since January 1, 2003:

Acquired Dealer Location of Stores

Titan Machinery, LLC
January 2003

Watertown, South Dakota
Wahpeton, North Dakota
Casselton, North Dakota
Fargo, North Dakota

Krider Equipment Co., Inc.
January 2003

Fargo, North Dakota
Bismarck, North Dakota

Fargo Tractor & Equipment, Inc.
January 2003

West Fargo, North Dakota

Consolidated Ag Service, Inc.
February 2004

Graceville, Minnesota
Marshall, Minnesota
Pipestone, Minnesota
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Smith International, Inc.
March 2005

Waverly, Iowa

H.C. Clark Implement Co., Inc.
May 2005

Aberdeen, South Dakota

Vern Anderson, Inc.
November 2005

Anthon, Iowa
Cherokee, Iowa
Kingsley, Iowa
Le Mars, Iowa

Walterman Implement, Inc.
November 2005

Dike, Iowa

Farm Power, Inc. of Minnesota and related entities
March 2006

Elbow Lake, Minnesota
Fergus Falls, Minnesota

Piorier Equipment Company, Inc. and related entities
June 2006

Sioux City, Iowa
Marshall, Minnesota

Rapid City, South Dakota
Sioux Falls, South Dakota

Richland County Implement, Inc.
February 2007

Wahpeton, North Dakota

Aberdeen Equipment Co., Huron Equipment Co. and
Redfield Equipment Co.
April 2007

Aberdeen, South Dakota
Huron, South Dakota
Redfield, South Dakota

Red Power International, Inc.
August 2007

Ada, Minnesota
Crookston, Minnesota

Twin City Implement, Inc.
November 2007

Mandan, North Dakota

Reiten & Young International, Inc.
December 2007

Grand Forks, North Dakota

Avoca Operations, Inc. and Greenfield Operations, Inc.
January 2008

Avoca, Iowa
Greenfield, Iowa

Ceres Equipment Inc.
February 2008

Roseau, Minnesota

Integrate New Dealers into the Titan Operating Model

        We have developed the Titan Operating Model to optimize the performance and profitability of each of our stores. Upon consummation of
each acquisition, we integrate acquired stores into our operations by implementing the Titan Operating Model to enhance each acquired store's
performance within its target market. We generally complete integration of a store in six to 18 months, although it may take several years before
acquired stores fully realize the benefits of the Titan Operating Model. We believe the Titan Operating Model provides us with multiple points
of customer contact, creates cross-selling opportunities, fosters strong customer relationships and supports a culture of individual accountability
that increases our revenue and provides a strong platform for future growth.
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Suppliers

CNH�Case IH Agriculture, Case Construction, New Holland Agriculture and New Holland Construction

        We have a longstanding relationship with CNH and, according to CNH, are the world's largest retail dealer of Case IH Agriculture
equipment. We have been an authorized dealer of Case agricultural equipment since the inception of our company in 1980 and added the other
CNH brands as Case grew, acquired other brands and merged with New Holland in 1999 to form CNH. CNH supplied approximately 77.9% of
the new equipment we sold in fiscal 2008 through CNH America LLC, CNH's U.S. manufacturing entity.

        CNH is a global leader in the agricultural and construction equipment industries based on the number of units sold. In 2007, CNH had
$16.0 billion in worldwide revenue, with agricultural equipment accounting for approximately 62% and construction equipment accounting for
approximately 34% of CNH's total revenue. In addition, CNH provides financing and insurance products and services to its end-user customers
and authorized dealers through its CNH Capital business unit. CNH is a publicly-traded company and a majority-owned subsidiary of Fiat S.p.A.

        CNH is the world's second largest manufacturer of agricultural equipment. CNH owns and operates the Case IH Agriculture and New
Holland Agriculture brands. Case IH Agriculture, recognized by the red color of its equipment, possesses over 160 years of farm equipment
heritage. New Holland Agriculture, recognized by the blue color of its tractors and the yellow color of its harvesting and hay equipment, has
over 100 years of farm equipment industry experience. CNH's agricultural equipment dealers are assigned authorized store locations but do not
have exclusive territories.

        CNH is the world's fifth largest manufacturer of construction equipment in terms of market share, owning and operating the Case
Construction, New Holland Construction and Kobelco brands. CNH's construction equipment dealers are assigned a specific geographic area of
responsibility, which typically include an entire state, within which they have the right to sell new Case Construction, New Holland Construction
and/or Kobelco equipment.
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         We have entered into separate dealership agreements with certain CNH entities to sell the Case IH Agriculture, New Holland Agriculture,
Case Construction and New Holland Construction brands. These dealer agreements authorize us to sell CNH equipment and parts and entitle us
to use CNH trademarks and trade names, with certain restrictions. The CNH entities have the right to terminate their dealer agreements with us
immediately in certain circumstances, including if a person acquires 20% or more of our common stock without CNH's consent, and, in some
cases, for any reason 90 days following written notice. The dealership agreements and industry practices generally provide that payment on
equipment and parts purchased from CNH entities is due within 30 days and is typically subject to floor plan financing as discussed below. With
respect to sales of equipment, payments from customers, which are typically financed by a third party, are due upon sale. Payments from
customers for parts and services are due within 30 days. CNH makes available to us any floorplans, parts return programs, sales or incentive
programs or similar plans or programs it offers to other dealers, and provides us with promotional items and marketing materials.

        Based upon information provided to us by CNH, we are the world's largest retail dealer of Case IH Agriculture equipment and a major
retail dealer of New Holland Agriculture, Case Construction and New Holland Construction equipment in the U.S. Thus, our relationship with
CNH entities is more than a typical supply relationship; it is strategic for both our company and CNH. In that regard, it is in our mutual interests
to maintain the strong longstanding relationship we share. If, however, that relationship were to significantly weaken or terminate, we believe
our experience, reputation and industry knowledge would enable us to identify reasonable alternatives.

Other Suppliers

        In addition to products supplied by CNH, we sell a variety of new equipment, parts and attachments from other manufacturers. These
products tend to address specialized niche markets and complement the CNH products we sell by filling gaps in the CNH line of products. We
believe our offering of products for specialized niche markets supports our goal of being a one-stop solution for equipment needs at each of our
stores. Approximately 22.1% of our total new equipment sales in fiscal 2008 resulted from sales of products manufactured by companies other
than CNH with our single largest manufacturer other than CNH representing less than 3% of our total new equipment sales. The terms of our
arrangements with these other suppliers vary, but most of the dealership agreements contain termination provisions allowing the supplier to
terminate the agreement after a specified notice period, which is typically 30 days. Payment and financing practices with these other suppliers
are similar to those practices described above with respect to CNH entities.

Products and Services

        We have four principal sources of revenue: new and used equipment sales, parts sales, repair and maintenance service and equipment rental
and other business activities.

Equipment Sales

        We sell new agricultural and construction equipment manufactured under the CNH family of brands as well as equipment from a variety of
other manufacturers. The used equipment we sell is from inventory acquired through trade-ins from our customers and selective purchases. The
agricultural equipment we sell and service includes application equipment and sprayers, combines and attachments, hay and forage equipment,
planting and seeding equipment, precision farming technology, tillage equipment, and tractors. The construction equipment we sell and service
includes articulated trucks, compact track loaders, compaction equipment, cranes, crawler dozers, excavators, forklifts, loader/backhoes,
loader/tool carriers, motor graders, skid steer loaders, telehandlers and wheel loaders. We sell new and used equipment through our professional
in-house retail sales force, which is organized by geography and product type. We also sell used equipment through an outlet store and the
internet. We
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believe this organizational structure improves the effectiveness of our sales force, better serves our customers and helps us negotiate
advantageous trade-in purchase terms. Equipment sales generate cross-selling opportunities for us by populating our markets with equipment we
repair and maintain and for which we sell parts. For the year ended January 31, 2008, equipment revenue was $338.4 million, representing
78.2% of total revenue for the period.

Parts Sales

        We sell a broad range of maintenance and replacement parts on equipment that we sell and rent, as well as other types of equipment. We
maintain an extensive in-house parts inventory to provide timely parts and repair and maintenance support to our customers. We generally are
able to acquire out-of-stock parts directly from manufacturers within two business days. Our parts sales provide us with a relatively stable
revenue stream that is less sensitive to economic cycles than our equipment sales and rental operations. For the year ended January 31, 2008,
parts revenue was $58.7 million, representing 13.6% of total revenue for the period.

Repair and Maintenance Services

        We provide repair and maintenance services, including warranty repairs, for our customers' equipment. Each of our stores includes service
bays staffed by trained service technicians. Our technicians are also available to make on-site repairs. In addition, we provide proactive and
comprehensive customer service by maintaining service histories for each piece of equipment owned by our customers, maintaining 24/7 service
hours in times of peak service usage, providing on-site repair services, scheduling off-season maintenance activities with customers, notifying
customers of periodic service requirements and providing training programs to customers to educate them as to standard maintenance
requirements. At the time equipment is purchased, we also offer customers the option of purchasing guaranteed maintenance contracts. These
after-market services have historically provided us with a high-margin, relatively stable source of revenue through changing economic cycles.
For the year ended January 31, 2008, service revenue was $27.3 million, representing 6.3% of total revenue for the period.

Equipment Rental and Other Business Activities

        We rent equipment to our customers on a short-term basis for periods ranging from a few days to a few months. We actively manage the
size, quality, age and composition of our rental fleet and use our information technology systems to closely monitor and analyze customer
demand and rate trends. We maintain the quality of our fleet through our on-site parts and services support and dispose of rental equipment
through our retail sales force. Our rental business creates cross-selling opportunities for us in equipment sales. In addition, we provide ancillary
equipment support activities such as equipment transportation, GPS signal subscriptions in connection with precision farming and reselling CNH
Capital finance and insurance products. For the year ended January 31, 2008, other revenue was $8.5 million, representing 2.0% of total revenue
for the period.

Customers

        We serve over 28,000 customers in the U.S., primarily in North Dakota, South Dakota, Minnesota and Iowa. Our customers include a wide
range of farmers, construction contractors, public utilities, municipalities and maintenance contractors. They vary from small, single machine
owners to large farming or contracting firms that operate under sophisticated capital equipment and maintenance budgets. Our stores enable us
to closely service local and regional customers. We believe the Titan Operating Model enables us to satisfy customer requirements and increase
revenue through cross-selling opportunities presented by the various products and services that we offer. In fiscal 2008, no single customer
accounted for more than 1.6% of our revenue and our top ten customers combined
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accounted for less than 6.5% of our total revenue. In addition to our U.S. customers, we began to sell equipment on a limited basis to
international customers, primarily in Eastern Europe. Our U.S. customers primarily finance their equipment purchases through CNH Capital.

Floorplan Financing

        We attempt to maintain at each store, or have readily available at other stores in our network, sufficient inventory to satisfy customer needs.
Inventory levels fluctuate throughout the year and tend to increase before the primary sales seasons for agricultural equipment. The cost of
financing our inventory is an important factor affecting our financial results.

CNH Capital

        CNH Capital offers floorplan financing to CNH dealers for extended periods to finance products from both CNH and other suppliers. CNH
Capital provides this financing in part to enable dealers to carry representative inventories of equipment and encourage the purchase of goods by
dealers in advance of seasonal retail demand. CNH Capital charges variable market rates of interest at or over the prime rate on balances
outstanding after any interest-free periods and retains a security interest in all of our assets, including inventories, which it inspects periodically.
The interest-free periods, which CNH offers periodically in the form of additional incentives or special offers, typically average four months.
CNH Capital also provides financing for used equipment accepted in trade, repossessed equipment and approved equipment from other
suppliers, and receives a security interest in such equipment.

Other Financing Sources for Equipment

        In addition to the financing provided by CNH Capital, we have floorplan lines of credit with other lenders, including GE Capital and
Bremer Bank. The GE facility has a credit limit of $5.0 million, a variable, transaction-based interest rate typically equal to the prime rate plus
0.25%, and is secured by equipment inventory financed by the facility and certain receivables. The Bremer facility has a credit limit of
$2.0 million, a variable interest rate of 0.25% below the prime rate payable monthly, and is secured by substantially all of our assets. Financing
also may be available through floorplan financing programs provided by the suppliers, which may be financed by such suppliers themselves or
through third party lenders.

Other Financing

        We have a revolving operating line of credit with Bremer Bank for up to $12.0 million. The revolving operating line of credit is to provide
for our short term working capital requirements. Additionally, under the agreement, Bremer Bank, in its discretion, (i) may make up to a
$2.0 million floor plan loan for the purposes of purchase and floor planning of equipment inventory; and (ii) issue standby letters of credit for up
to $1.0 million. Furthermore, Bremer Bank has agreed to make term loans to us in the aggregate amount of $10.0 million, which are to assist us
in meeting our long term working capital requirements.

Sales and Marketing

        As part of the Titan Operating Model, we have centralized sales support and marketing management. All of our stores benefit from our
centralized media buys, strategic planning, sales support and training, and we provide our store managers and their sales teams with flexibility to
localize sales and marketing.
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        We currently market our products and services through:

�
field marketers, our direct sales representatives who operate out of our network of local stores and call on customers in the
markets surrounding each store;

�
parts counter and service managers, who provide our customers with comprehensive after-market support;

�
local and national advertising efforts, including broadcast, cable, print and web-based media; and

�
our remarketing division, which trades and sells used equipment through our outlet store and website.

Field Marketers

        We believe our sales force is one of the industry's most productive and highly trained. Our field marketers perform a variety of functions,
such as servicing customers at our stores, calling on existing customers and soliciting new business at farming, construction and industrial sites.
These field marketers target customers in specific areas, and we develop customized marketing programs for our sales force by analyzing each
customer group for profitability, buying behavior and product selection. All members of our sales force are required to attend frequent in-house
training sessions to develop product and application knowledge, sales techniques and financial acumen. Our sales force is supported by our
corporate marketing department.

Parts Counter and Service Managers

        Our parts counter and service managers are involved in our uptime service efforts, taking advantage of our seasonal marketing campaigns
in parts and service sales. As a group, they have won multiple awards from our suppliers for their efforts benefiting both our customers and our
key strategic partners. We believe they rank among the most well-trained and efficient parts and service groups in our industry.

Print, Broadcast and Web-Based Advertising Campaigns

        Each year we initiate several targeted direct mail, print and broadcast advertising and marketing campaigns. CNH and other suppliers
periodically provide us with advertising funds, which we primarily use to promote new equipment, parts and financing programs. We will
continue to explore and launch new internet-based efforts to provide additional sales channels.

Remarketing Division

        Our remarketing division capitalizes on after-market sales opportunities for used equipment. We have opened two outlet stores that sell
used equipment. In addition, we are actively engaged in selling equipment through our website, both through direct purchases and auctions.

Competition

        The agricultural and construction equipment sales and distribution industries are highly competitive and fragmented, with large numbers of
companies operating on a regional or local scale. Our competitors range from multi-location, regional operators to single-location, local dealers
and include dealers and distributors of competing equipment brands, including John Deere, Caterpillar and the AGCO family of brands, as well
as other dealers and distributors of the CNH family of brands. Competition among equipment dealers is primarily based on the price, value,
reputation, quality and design of the products offered by the dealer, the customer service and repair and maintenance service provided by the
dealer, the availability of equipment and parts and the accessibility of stores. While we
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believe we compete favorably on each of the identified competitive factors, our sales and margins may be impacted depending on (i) the extent
of aggressive pricing competition through manufacturer discount programs or other competitive pricing tactics, (ii) our ability to obtain higher
service gross margins based on our service quality and reputation and (iii) our ability to attract new and maintain existing customers based on the
availability and quality of the products we offer and our local relationship and reputation.

        The number of agricultural and construction equipment dealers operating on a regional scale is limited and we are one of the principal
regional-scale, agricultural and construction equipment dealers in the U.S. The primary regional-scale equipment dealers with whom we
compete include RDO Equipment Co., Butler Machinery and Brandt Holdings Co. RDO Equipment Co. is a John Deere agricultural and
construction equipment dealer with 24 locations in North Dakota, South Dakota and Minnesota, as well as 32 locations in Arizona, California,
Montana, Oregon, Texas and Washington. Butler Machinery is a Caterpillar dealer with nine locations in North Dakota and South Dakota.
Brandt Holdings owns John Deere, Vermeer and Bobcat equipment dealers with 22 locations in California, Connecticut, Iowa, Massachusetts,
Minnesota, Nebraska, New York, North Dakota, South Carolina and South Dakota. Other agricultural and construction equipment dealers that
have consolidated stores in other regions of the country include Pioneer Equipment, which has 14 locations that sell Case IH Agriculture and
Case Construction equipment in California, Idaho and Texas; Western Power and Equipment, which has nine Case Construction locations in
California, Nevada, Oregon and Washington; Scott Companies, which has ten Case Construction and eight Case IH Agriculture dealerships,
located in Arkansas, Louisiana, Mississippi, Tennessee and Texas; and Birkey's Farm Store, which has ten Case IH Agriculture and New
Holland dealerships located in Illinois and Indiana and four Case Construction dealerships located in Illinois.

Information Technology Systems

        We use an integrated management reporting system developed and supported by Dealer Information Systems Corporation to manage our
operating information. Dealer Information Systems Corporation is a supplier of dealer management systems to more than 1,700 agricultural and
construction equipment dealerships and distributors in North America. The information system we use enables us to closely monitor our
performance and actively manage our business and includes features that were enhanced to support the Titan Operating Model, including
detailed store-based financial reporting, inventory management and customer relationship management.

        Through this information system we maintain a complete database on inventory of parts and equipment and a centralized inventory control
system. This system enables each store to access the available inventory of our other stores before ordering additional parts or equipment from
our suppliers. As a result, we minimize our investment in inventory while effectively and promptly satisfying our customers' needs. Using this
system, we also monitor inventory levels and mix at each store and make adjustments in accordance with our operating plan. Finally, the
information system we use is externally connected to CNH, enabling us to locate CNH parts, communicate with other CNH dealers, make
electronic payments to CNH and register and reimburse warranty expenses.

        Our customer relationship management system provides sales and customer information and other organizational tools to assist our sales
force. We maintain an extensive customer database that allows us to monitor the status and maintenance history of our customers' equipment and
enables us to more effectively provide parts and services to meet their needs. In addition, our system includes, among other features, on-line
contract generation, automated billing, local sales tax computation and automated rental purchase option calculation. We also use our
relationship management information system and customer database to monitor market conditions, sales information and customer demand, as
well as to assess product merchandising strategies.
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        The data we store with this information system is replicated on a daily basis and stored at an off-site data center. Thus, if our system were to
become inoperable, we would be able to continue operations through the off-site data center. Further, we own the software and hardware
necessary to operate this system and have on staff employees trained to manage and maintain the software without reliance on Dealer
Information Systems Corporations direct involvement.

Intellectual Property

        We do not have any registered intellectual property. Case IH, Case and New Holland are registered trademarks of CNH, which we use in
connection with advertisements and sales as authorized under our dealership agreements. We license trademarks and tradenames of new
equipment obtained from suppliers other than CNH from their respective owners. We operate each of our stores under either the Titan
Machinery name or, if there was strong local name recognition and customer loyalty at a location we acquired, the name historically used by the
dealership in that location for a transition period, the length of which can vary depending upon the location.

Product Warranties

        Product warranties for new equipment and parts are provided by our suppliers. The term and scope of these warranties vary greatly by
supplier and by product. We occasionally provide additional warranties to retail purchasers of new equipment. CNH pays us for repairs we
perform to CNH equipment under warranty. We generally sell used equipment "as is" and without manufacturer's warranty, although
manufacturers sometimes provide limited warranties if the supplier's original warranty is transferable and has not expired. Typically, we provide
no additional warranties on used equipment.

Seasonality

        Our quarterly operating results are subject to fluctuation due to varying weather patterns, which may impact the timing and amount of
equipment, parts and service purchases by our customers. A significant increase in the severity of weather cycles could increase the volatility of
our results of operations and impact our financial condition. If we acquire businesses in geographic areas other than where we currently have
operations, we may be affected more by the above-mentioned or other seasonal and equipment buying trends.

Employees

        As of April 10, 2008, we employed 716 full-time employees. None of our employees is covered by a collective bargaining agreement. We
believe our relations with our employees are good.

Governmental Regulation

        We are subject to numerous federal, state, and local rules and regulations, including regulations promulgated by the Environmental
Protection Agency and similar state agencies, with respect to storing, shipping, disposing, discharging and manufacturing hazardous materials
and hazardous and non-hazardous waste. These activities are associated with the repair and maintenance of equipment at our stores. Currently,
none of our stores or operations exceeds small quantity generation status. Compliance with these rules and regulations have not had any material
effect on our operations, nor do we expect it to in the future. Further, we have not made, and do not anticipate making, any material capital
expenditures in compliance with environmental regulations. However, there can be no assurance that these expectations are accurate, particularly
if regulations change, unforeseen incidents occur or unknown past contamination or non-compliance is discovered, among other similar events.
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 ITEM 1A.    RISK FACTORS

We are substantially dependent upon our relationship with CNH.

        We are an authorized dealer of CNH agricultural and construction equipment and parts. In fiscal 2008, CNH supplied approximately 77.9%
of the new equipment we sold and represented a significant portion of our parts revenue. Our acquisition strategy contemplates the acquisition of
additional CNH geographic areas of responsibility and store locations in both the agricultural and construction equipment areas. We depend on
CNH Capital America LLC, or CNH Capital, for floorplan financing to purchase a substantial portion of our inventory. In addition, CNH Capital
provides a significant percentage of the financing used by our customers to purchase CNH equipment from us. CNH also provides incentive
programs and discount programs from time to time that enable us to price our products more competitively. In addition, CNH conducts
promotional and marketing activities on national, regional and local levels. Due to our substantial dependence on CNH, our success depends, in
significant part, on (i) the overall reputation and success of CNH; (ii) the availability and terms of floorplan financing and customer financing
from CNH Capital; (iii) the incentive and discount programs provided by CNH and its promotional and marketing efforts for its industrial and
agricultural products; (iv) the goodwill associated with CNH trademarks; (v) the introduction of new and innovative products by CNH; (vi) the
manufacture and delivery of competitively-priced, high quality equipment and parts by CNH in quantities sufficient to meet our customers'
requirements on a timely basis; (vii) the quality, consistency and management of the overall CNH dealership system; and (viii) the ability of
CNH to manage its risks and costs, including those associated with being a multinational company. If CNH does not provide, maintain or
improve any of the foregoing, or if CNH were sold or reduced or ceased operations, there could be a material adverse effect on our financial
condition and results of operations.

CNH may terminate its dealership agreements with us or change the terms of those agreements, which could adversely affect our business.

        Under our dealership agreements with CNH through CNH America LLC, CNH's U.S. manufacturing entity, CNH entities have the right to
terminate these agreements immediately in certain circumstances, and, in some cases, for any reason 90 days following written notice.
Furthermore, CNH entities may change the terms of their agreements with us, among other things, to change our sales and service areas and/or
the product, pricing or delivery terms. CNH routinely conducts evaluations of dealership standards, customer satisfaction surveys and market
share studies, the results of which can impact the relationships with its dealers. CNH uses the evaluation results to increase or decrease the
monetary rewards to dealers, or limit or expand the availability of financing, warranty reimbursements or other marketing incentives. If CNH
were to change the terms of any or all of these agreements in a manner that adversely affects us, our business may be harmed, and if CNH were
to terminate all or any of its dealer agreements with us, our business would be severely harmed.

Restrictions in our CNH dealership agreements may significantly affect our operations and growth and prevent a change in control of our
company.

        We operate our stores pursuant to CNH's customary dealership agreements. These agreements impose a number of restrictions and
obligations on us with respect to our operations, including our obligations to actively promote the sale of CNH equipment within our designated
geographic areas of responsibility, fulfill the warranty obligations of CNH, provide services to our customers, maintain sufficient parts inventory
to service the needs of our customers, maintain inventory in proportion to the sales potential in each sales and service geographic area of
responsibility, maintain adequate working capital and maintain stores only in authorized locations. Prior consent of CNH is required for the
acquisition by another party of 20% or more of our outstanding stock and for our acquisition of other CNH dealerships; otherwise, CNH may
terminate our dealership agreements. There can be no
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assurances that CNH will give its consent. The restrictions and obligations in our CNH dealership agreements limit our flexibility in operating
our current stores and acquiring new stores, which could have an adverse effect on our operations and growth. Furthermore, the requirement that
CNH consent to the acquisition by any party of 20% or more of our outstanding stock may have the effect of discouraging transactions involving
a change in our control, including transactions that stockholders might deem to be in their best interests.

Our agricultural equipment dealer appointments are not exclusive to the geographic areas we serve, which could adversely affect our
operations and financial condition.

        CNH could appoint other agricultural equipment dealers in close proximity to our existing stores. The sales and service geographic areas of
responsibility assigned to our dealerships can be enlarged or reduced by CNH upon 30 days' prior written notice. CNH and other agricultural
equipment dealers can also sell in our sales and service geographic areas of responsibility. To the extent CNH appoints other agricultural
equipment dealers within our markets, enlarges or reduces the sales and service geographic areas of responsibility relating to our stores, amends
the dealership agreements or imposes new or different terms or conditions under the dealer agreements, our operations and financial condition
could be adversely affected.

Our operating results may be adversely impacted by an under-supply of new equipment or an over-supply of used equipment.

        If our suppliers cannot continue to provide us a reliable supply of new equipment, we may not be able to meet the our customers' demand
and our operating results could be negatively impacted. In light of the current growing global demand for agricultural commodities and the
equipment needed to produce those commodities, agricultural equipment suppliers may experience difficulty providing all dealerships a reliable
supply of new agricultural equipment, which could adversely impact our results of operations. Further, an under-supply of equipment may cause
prices for such equipment to increase. To the extent we cannot pass on any increased costs of equipment to our customers, our operating results
may suffer. Conversely, an industry over-supply of used and rental equipment may also adversely affect our operations. Short-term lease
programs and commercial rental agencies for construction and agricultural equipment have expanded significantly in North America.
Nationwide rental conglomerates have become sizeable purchasers of new equipment and can have a significant impact on industry sales and
margins. When equipment comes off of lease or is replaced with newer equipment by rental agencies, there may be a significant increase in the
availability of late-model used equipment. An over-supply of used equipment could adversely affect demand for, or the market prices of, new
and used equipment. In addition, a decline in used equipment prices could have an adverse effect on residual values for leased equipment, which
could adversely affect our financial performance.

If our acquisition plans are unsuccessful, we may not achieve our planned revenue growth.

        We believe a significant portion of our future growth will depend on our ability to acquire additional dealerships. Our ability to continue to
grow through the acquisition of additional CNH geographic areas of responsibility and store locations or other businesses will be dependent
upon the availability of suitable acquisition candidates at acceptable costs, our ability to compete effectively for available acquisition candidates
and the availability of capital to complete the acquisitions. We may not successfully identify suitable targets, or if we do, we may not be able to
close the transactions, or if we close the transactions, they may not be profitable. In addition, CNH's consent is required for the acquisition of
any CNH dealership, and the consent of Bremer Bank National Association is required for the acquisition of any dealership. CNH typically
evaluates management, performance and capitalization of a prospective acquirer in determining whether to consent to the sale of a CNH
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dealership. There can be no assurance that CNH or Bremer will consent to any or all acquisitions of dealerships that we may propose.

Our potential inability to successfully integrate newly-acquired dealerships may adversely affect our financial results.

        Once an acquisition is completed, we face many other risks commonly encountered with growth through acquisitions. These risks include
incurring significantly higher than anticipated capital expenditures and operating expenses; failing to assimilate the operations and personnel of
the acquired dealerships; disrupting our ongoing business; dissipating our management resources; failing to maintain uniform standards, controls
and policies; and impairing relationships with employees and customers as a result of changes in management. Fully integrating an acquired
dealership into our operations and realization of the full benefit of our strategies, operating model and systems may take several years. There can
be no assurance that we will be successful in overcoming these risks or any other problems encountered with such acquisitions. To the extent we
do not successfully avoid or overcome the risks or problems related to acquisitions, our results of operations and financial condition could be
adversely affected. Future acquisitions also will have a significant impact on our financial position and capital needs, and could cause substantial
fluctuations in our quarterly and yearly results of operations. Acquisitions could include significant goodwill and intangible assets, which may
result in future impairment charges that would reduce our stated earnings.

        We have grown significantly through acquisitions in recent years and expect to continue to grow through acquisitions. Management has
expended, and expects to continue to expend, significant time and effort in evaluating, completing and integrating acquisitions and opening new
stores. There can be no assurance that our systems, procedures and controls will be adequate to support our expanding operations. Any future
growth will also impose significant added responsibilities on our executives, including the need to identify, recruit and integrate new senior level
managers and executives. There can be no assurance we will be able to identify and retain such additional management. If we are unable to
manage growth efficiently and effectively, or are unable to attract and retain additional qualified management, there could be a material adverse
effect on our financial condition and results of operations.

Substantial inventory financing is required for the equipment we sell but may not be available, which could adversely affect our growth and
results of operations.

        The sale of agricultural and construction equipment requires substantial inventories of equipment and parts to be maintained at each store to
facilitate sales to customers on a timely basis. We generally purchase our inventories of equipment with the assistance of floorplan financing
programs through CNH Capital and other lenders. As we grow, whether internally or through acquisitions, our inventory requirements will
increase and, as a result, our financing requirements also will increase. Certain financing has been guaranteed by David Meyer, our Chairman
and Chief Executive Officer. To the extent that these guarantees were to be revoked or otherwise unavailable, we may not be able to maintain or
obtain inventory financing. In the event that our available financing sources are not maintained or are insufficient to satisfy our future
requirements, we would be required to obtain financing from other sources. There can be no assurance that additional or alternative financing
could be obtained on commercially reasonable terms. To the extent additional financing cannot be obtained on commercially reasonable terms,
our growth and results of operations could be adversely affected.
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We lease most of our dealership sites from related parties, and if we are unable to obtain commercially reasonable terms and conditions from
these related parties or unrelated third parties in the future, our growth and financial condition may be adversely affected.

        We lease 25 of our 39 dealership sites from entities affiliated with David Meyer, our Chairman and Chief Executive Officer, Tony
Christianson, one of our directors, or Peter Christianson, our President and Chief Financial Officer. We expect that we may lease future
dealership sites we acquire from parties related to our affiliates. There is no guarantee that related parties will offer us commercially reasonable
terms and conditions or that unrelated third parties will provide alternate dealership sites on commercially reasonable terms and conditions. If we
cannot obtain commercially reasonable terms and conditions on leases for our current or future dealership sites from entities related to
Messrs. Meyer, Tony Christianson or Peter Christianson, or from unrelated third parties, our growth and financial condition may be adversely
affected.

Failure to properly manage our equipment inventory, our largest asset, would have a significant adverse effect on our operations.

        Our equipment inventory has generally represented 50% or more of our total assets. Thus, our success is significantly dependent upon our
ability to manage the supply and cost of new and used equipment. The pricing of equipment can be highly volatile and subject to negotiation,
particularly in the used equipment market. Pricing for and sales of used equipment can be significantly affected by the limited market for such
equipment. Further, liquidation prices of used agricultural and construction equipment can have significant fluctuations due to economic cycles,
utilization trends and degree of specialization. We are dependent upon the ability of our management and buyers to negotiate acceptable
purchase prices, to affect a proper balance of new and used equipment and to manage the amount of equipment in inventory to assure quick
turnover. Our failure to manage our inventory and equipment costs could materially adversely affect our results of operations and financial
condition.

Adverse changes in the agricultural industries could result in decreases in purchases of agricultural equipment and harm our revenue and
profitability.

        Our business depends to a great extent upon general activity levels in the agricultural industries. Changes in farm income and farmland
value, the level of worldwide farm output and demand for farm products, commodity prices, animal diseases and crop pests, and limits on
agricultural imports are all material factors that could adversely affect the agricultural industries and result in a decrease in the amount of
agricultural equipment that our customers purchase. The nature of the agricultural equipment industries is such that a downturn in demand can
occur suddenly, resulting in excess inventories, un-utilized production capacity and reduced prices for new and used equipment. These
downturns may be prolonged and our revenue and profitability would be harmed.

Adverse changes in governmental agricultural policies, including decreases in farm subsidies, may reduce demand for agricultural
equipment and cause our revenue to decline.

        Changes in governmental agricultural policy could adversely affect sales of agricultural equipment. Government subsidies influence
demand for agricultural equipment. Proposals for a new farm bill and the 2008 USDA budget, if adopted, may reduce the amount of payments to
individual farmers. We cannot predict the outcome of these proposals, and to the extent that these proposals reduce payments to individual
farmers, these proposals, if adopted, could reduce demand for agricultural equipment and we could experience a decline in revenue.
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Adverse changes in the construction industry could result in decreased demand for construction equipment and harm our revenue.

        General economic conditions in markets in which we do business can impact the demand for our construction equipment. The construction
industry in our geographical areas has experienced recent instances of economic down cycles and interest rate fluctuations that have affected the
new residential housing market, which negatively impacts sales of light construction equipment. Decreased demand for our products can have a
negative impact on our financial performance and cash flow. Our business and earnings are impacted by the changes in the residential
construction industry. The ability of consumers to obtain mortgages for the purchase of newly constructed homes impacts the overall demand for
new home construction. The uncertainties created by recent events in the sub-prime mortgage market and their impact on the overall mortgage
market, including the tightening of credit standards, could adversely affect the ability of consumers to obtain financing for the purchase of new
homes, thus reducing demand for new construction and in turn reducing our customers' demand for our construction equipment. Reduced
demand for our construction equipment can negatively affect our financial performance and cash flow.

Climate fluctuations may negatively impact the agricultural and construction equipment markets and harm our sales.

        Weather conditions, particularly severe floods and droughts, can have a significant impact on the success of regional agricultural and
construction markets and, therefore, the economic conditions of the regions in which we operate stores. Accordingly, our financial condition and
results of operations may be materially and adversely affected by any adverse cyclical trends or weather conditions. Our quarterly operating
results are subject to fluctuation due to varying weather patterns, which may impact the timing and amount of equipment, parts and service
purchases by our customers. A significant increase in the severity of weather cycles could increase the volatility of our results of operations and
impact our financial condition. If we acquire businesses in geographic areas other than where we currently have operations, we may be affected
more by the above-mentioned or other seasonal and equipment buying trends.

Our results of operations may fluctuate from period to period due to interest rate adjustments.

        The ability to finance affordable purchases, of which the interest rate charged is a significant component, is an important part of a
customer's decision to purchase agricultural or construction equipment. Interest rate increases may make equipment purchases less affordable for
customers and, as a resu
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