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Abstract

This report analyzes the balance sheets and income statements of local farm supply
and marketing cooperatives, comparing 1995 and 1994 and trends over the past 10
years. The data in this report represent four cooperative sizes and types. Common
size income statements and balance sheets are used to compare different cooperative
sizes and types. Trends for major balance sheet and income statement items and ratio
analysis are used to compare and contrast cooperatives by size and type.
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Preface

This report studied the financial statements of local cooperatives, comparing 1995,
1994, and the past 10 years. Trends of major balance sheet and income statement
items as well as financial ratios are presented for four cooperative sizes and types. The
information provides cooperative managers and boards of directors with a basis to
compare their cooperatives’ historical performance with representative cooperative
data.

The authors thank the cooperatives that provided their financial statements to
RBS—Cooperative Service (CS) and made this report possible. Special thanks to CS
staffers David S. Chesnick and Charles A. Kraenzle for reviewing the initial draft.
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Highlights

Financial statements of 1,610 local farm supply and marketing cooperatives were used
for this report. The statements of 432 cooperatives were used to compare 1995 to
1994, while 1,610 cooperatives were used to look at trends over the past 10 years.
Cooperatives were divided into four groups based on their mix of net sales between
supplies sold and farm products marketed. They were also divided into four size cate-
gories, based on their total sales volume.

Average net income increased 14 percent from 1994 to 1995. In 1985, average net
sales for all cooperatives studied was $12.2 million, up 8 percent from 1994. More than
36 percent of the cooperatives studied were small cooperatives—sales of less than $6
million.

Cooperatives not only were important to their member/patrons, but also were an impor-
tant asset to their rural communities. They were probably one of the community’s larg-
er employers, employing an average 21 full-time and 9 part-time employees with an
average annual payroll of $707,000.

Petroleum products and fertilizer were the two principal farm supplies sold. Marketing
activities (mainly grains and oilseeds) provided more than 54 percent of sales for these
cooperatives.

Average total assets grew 17 percent between 1994 and 1995, fueled by large increas-
es in inventories. To finance the growth in assets (mainly inventories), total liabilities
grew 31 percent while owner equities increased 5 percent.

Interest expenses, although less than 1 percent of net sales, increased 42 percent
largely due to increased short-term debt used to finance inventory buildup. Local sav-
ings was down 24 percent, but with an increase of 37 percent in patronage refunds
received, net income for these cooperatives was up 14 percent.

Financial ratio analysis was used to look at 10-year trends for the 1,610 cooperatives
in the data base. The financial ratio analysis revealed these findings:

* The current ratio (current assets/current liabilities) was fairly steady around 1.5
between 1988 and 1994, with a slight downturn in 1995. The quick ratio (current
assets-inventory/current liabilities) mimicked the current ratio’s trend.

* Total debt-to-asset ratio was 0.25 in 1995, higher than most recent years but lower
than the high of 0.3 in 1985.

* The fixed-asset-turnover ratio, a measure of asset utilization, has averaged at least
9.1 for the past 3 years (i.e., net sales were 9.1 times property, plant, and equipment
levels).

¢ Return on total assets measures the rate of return on total investments. At 8 percent,
this measure was down slightly from 1994.

* Return on allocated equity before taxes has grown dramatically in the decade from 5
percent to 14 percent.
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providing goods and services to their patrons

and the rural community. This report analyzes
their financial statements for comparative purposes for
cooperative managers, directors, and members. Ratio
analysis and trends will be discussed. The presentation
is sub-divided into four cooperative sizes and types to
make the information more useful.

The 432 local cooperatives had farm supply sales
(petroleum, fertilizer, feed, etc.) that averaged $5.6 mil-
lion in 1995 while marketing sales (corn, wheat, soy-
beans, etc.) averaged $6.6 million. Income from ser-
vices (product delivery, fertilizer application, grains
and oilseeds hauling and storage, etc.) averaged $0.4
million per year.

These cooperatives were not only important to.
their member / patrons, but also an important asset to
their rural communities. The cooperatives paid an
average of $43,000 in annual property taxes. They were
also a large employer in their communities, averaging
21 full-time and 9 part-time employees with an aver-
age annual payroll of $707,000.

Cooperative annual reports generally contain the
balance sheet and a statement of operations. More
detailed reports may contain a statement of changes in
patrons’ equity and a statement of cash-flows along
with explanations detailing various aspects of the
financial statements. The manager and the president of
the board of directors may also provide a statement on
the cooperative’s past year operating results and
future plans. This study focuses on the balance sheet,
income statement, and financial ratios derived from
these statements.

Local agricultural cooperatives play a vital role in

Profile of Respondent Cooperatives

Staff of the Cooperative Services (CS) program in
USDA'’s Rural Business-Cooperative Service annually
survey farmer cooperatives. Data from this survey are
used in this study. To be included, a cooperative had to
sell some farm supplies. No cooperative that exclusive-
ly markets members’ products was included. In addi-
tion to selling farm supplies, the cooperative also had
to provide an annual report that had a detailed income
statement.

There are 1,610 cooperatives in the CS Farm
Supply and Services (FSS) database. This report focus-
es on 432 cooperatives that provided information in
both 1995 and 1994 when comparing those years and
on all 1,610 cooperatives when looking at long-term
trends (1985 through 1993 1) in the financial ratio
analysis section. To obtain a more complete under-
standing of the local cooperatives’ business, informa-
tion in this report is divided into a cross section of four
sizes and four types.

Cooperative Size

Cooperatives were grouped into four sizes by
sales volume, using actual figures. No attempt was
made to deflate these values. Sales groupings used in
this report were the same as in prior reports (see C5—
RR 134 and RR 138) and, for the 432 cooperatives, sizes
and types used are summarized in table 1.

1 The data in the FSS database does not include 1991. It was omitted
in an effort to disseminate information in a more timely fashion.
At the time, it was thought that information from 1991 would be
included in the future, but as that information became less and less
current, it is less likely to become part of the database.






