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AUSTIN TEXAS

by Theron Beaudreau and Kate VicKery

Owners BPainStOT'm CO—OP|S FUtUI"e at Fall Gather'ing Photos: Steven Tomlinson

“What if Wheatsville disappeared tomor-

row?” Wheatsville Board Treasurer, Steven Tomlinson,
asked an audience of Wheatsville Co-op owners at the
2009 Fall Owner Gathering on Thursday, October 22.
“What difference would it make to our community?”
Building on a conversation that has been a primary
focus of the Wheatsville Board of Directors for well over
a year, spurred by the successful completion and finan-
cial success of a newly renovated store, owners gathered
to explore the values that make our cooperative unique
as well as the values that can guide us through the next
20 years. As the conversation evolved, it was clear that
what drew this diverse group of people together was
more than just a grocery store.
About forty
owners taking
part in the discus-
sion sat around
paper-covered
tables in groups of
six sharing what
they would miss
in an Austin with-
out Wheatsville.
Some argued pas-
sionately. Others
sketched their
contributions
with markers and
crayons. After
twenty minutes,
Steven called the
room to order so
we could pool our
insights: “What
would we lose?”
People called out
their answers:
“Our com-
munity would
lose its only food co-op; the only food co-op in Texas.”

“Shoppers would lose a store that represents transparency, accounta-
bility, and accessibility—a source of food we can trust... an alternative

to the corporate economy.”

The Board of Directors and General Manager Dan Gillotte hosted this lively
World-Cafe-style discussion that fully engaged a roomful of Co-op supporters
for nearly three hours. Discussion moved from the hypothetical - “What if
Wheatsville disappeared?” — to future-focused, “What does a successful
Wheatsville look like in 20 years?” The answers to these questions led to even
richer conversation about what specific values owners hope will guide the
Board's decisions about the future of our favorite place to buy groceries. The
energetic group nominated candidate values and recorded them on sticky notes
that ultimately covered a wall of the meeting room.

After some shuffling and re-arranging — especially from the most anal-reten-
tive among us! — consensus formed around four key values: Education,
Sustainability, Social Justice, and Accountability. Then the group brainstormed
practical examples of these values in action, including food fairs, cooking les-
sons, community gardens, barter networks and alternative energy ambitions for
the store.

7o 4

In the new year, the Board of Directors will revisit Wheatsville’s “ends poli-
cies,” the statements of principle that guide all decision-making at the Co-op —
and we’ve kept the cards from this session as a starting point, as reminders of
what matters most to one sample of our owners.

Stay tuned for your next opportunity to join one of these lively, encouraging conver-

“We would lose our voice... a beacon of democratic val-
ues... a place of learning... a force for social justice in Austin.”

sations. It's a fun and practical way to connect with others who love Wheatsville and
believe that cooperative economics can make a meaningful difference.
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Annual Financial Report

prepared by Dan Gillotte, General Manager

We had another incredible financial year at
our co-op. This report accompanies our
income statement and balance sheet. Our
financials have been reviewed by our CPA
and they include board allocations for
patronage, investor share dividends and
are after taxes.
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Balance Sheet

A balance sheet is like a snapshot of
a business’ financial condition at a
specific moment in time, typically the
close of an accounting period. The
balance sheet is one way to assess
the financial strength or health of a
business. Our balance sheet contin-
ues to show a very strong financial
footing.

Wheatsville Co-op

The Income Statement

The income statement, sometimes
referred to as a P & L or profit and loss
statement, is a summary of revenues
and expenses. It shows the financial
progress of a company over a period of
time. In this case, it shows Wheatsville’s
revenues and expenses for the fiscal
year ending May 31, 20009.

Wheatsville’s sales grew to $9.87 million,
an incredible 16% increase over the pre-
vious year. This 16% growth is on top of
30+% growth from the previous two
years. Over the last four years our sales
have grown more than 65%! Sales
growth is one important indicator of a
business’s success and health, and
Wheatsville is doing well on that count!
I's also important to note that even
when our parking lot and store were
most disrupted by construction, store
sales STILL rose by 3-5%. One other
note about sales: Our growth was strong
even despite the hard-hitting recession
that began in the middle of last fiscal
year.

Our cost of sales (or goods) is the
amount of money we spend on product
in an accounting period. It is the biggest
single expense category at the co-op,
with about 62¢ of each dollar spent by
consumers at the co-op going to pay for
our inventory of the products they buy.
This includes merchandise from local
and national vendors. Thanks to our
growing sales volume and our partner-

INCOME STATEMENT

Fiscal Year Ending May 31, 2009

June 1, 2008 - May 31, 2009

SALES
Cost of Goods Sold

GROSS MARGIN
Nonmember Surcharges
Other Adjustments to Margin

ADJUSTED GROSS MARGIN

Operating Expenses:
Personnel
Depreciation & Amortization
Facilities
Advertising & Promotion
Operating Supplies
Other Operating Expenses

PROFIT ON OPERATIONS

Non-Operating Revenues & Expenses:
+ Membership Joining Fees
- Membership Services Expense
- Board of Directors Expense
+ Finance Revenues
- Ongoing Development Expense
- Long-Term Development Expense
- Special Events Net Expense
+ Other Non-Operating Revenues

EARNINGS BEFORE INCOME TAX
Income Tax Provision

EARNINGS AFTER INCOME TAX

$9,867,261
$6,072,695

$3,794,566
$45,925
($1,910)

$3,838,581

$2,371,376
$53,366
$351,689
$161,735
$154,341
$331,385

$414,689

$84,489
($42,879)
($59,3509)

$18,145
($40,990)
($173,839)
($1)

$18,582

$218,835
($56,503)

$162,332

ship with other food co-ops across the
country, we have continued to be able

keep our prices competitive and our

costs stable on products purchased nationally.

The total assets of Wheatsville Food
Co-op as of May 31, 2009 are an
incredible $4,738,750. Of that,
$1,318,996 is considered “current”
meaning it is relatively liquid. This
includes cash and cash equivalents,
inventory, etc. One measure of a
business’ financial health is called the
“current ratio”. This measures the
ability of a business to pay off its
financial obligations in a timely man-
ner. It compares the current assets of
the business to its current liabilities. A
ratio of 2 to 1 is considered good dur-
ing normal business times, but co-op

After cost of sales, our next biggest expense category is personnel. We
spent 24¢ of every dollar taken in at the registers on personnel expenses
including wages, benefits and payroll taxes. This amounted to more than
$2,371,376 of total dollars, a 23% increase over the previous year. We con-
tinued to have strong staff benefits in this past year as well as continued to
improve staff pay. One major thing we do at Wheatsville that bucks the
trend of other businesses is that we have increased Wheatsville’s portion of
our staff’s insurance premium to keep their payments the same and have
been doing this for a number of years.

Our earnings before income tax for the year were $218,835 (2.22% of our
sales). This is a very good showing for our co-op.

This income statement for Wheatsville Food Co-op shows yet another very,
very successful financial year for our co-op.
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expansion consultant Bill Gessner says that anything over 1.25 to 1 is good during a
renovation. Our current ratio is 1.71 to 1, a good showing. Our current ration has
decreased since last year because we used up a lot of cash to build this great new
facility and add our new equipment.

Wheatsville Co-op
BALANCE SHEET

Year-to-Date
Comparison

ASSETS

05/31/09 06/01/08

CURRENT ASSETS
Cash & Cash Equivalents
Accounts Receivable
Inventories
Prepaid Federal Income Taxes
Prepaid Expenses & Other Current Assets
Total Current Assels

FIXED ASSETS
Property & Equipment
Accum, Depreciation & Amortization
Total Fixed Assets

INVESTMENTS & OTHER ASSETS
Investments

Deferred Income Tax Benefit
Total Other Assets

TOTAL ASSETS

LIABILITIES & EQUITY

CURRENT LIABILITIES
Accounts Payable
Member Patronage & Dividends Payable
Accrued Liabilities
Refundable Deposit on Sublease

Commercial Notes, current portion
Total Current Liabilities

LOMNG-TERM LIABILITIES
Commercial Notes, less current portion
Deferred Tax Liability
Total Long-Term Liabilities

MEMBER EQUITY

Member Capital Paid In, incl. Donated Capital

Member Investor Shares
Retained Patronage
Cooperalive Educational Fund Reserve
Retained Earnings - Prior Years
Current Earnings Retained

Total Member Equity

TOTAL LIABILITIES & EQUITY

$932,563
$17,161
$263,368
$44 582
$61,323

§1,822,189
$20,769
$240 658
$11,464
£43,053

($589,626)
(53,608
$13,710
$33,118
$17,370

%1,318,996

$3,899,352
(56687.578)

$2.148,033

$1,422,885
($882,711)

($829,037)

$2,576,468
§195,133

$3,311,774

3107280
$0

$540,174

$96,767
$14,000

$2,771,600

11,213
(514,000}

$107,980

$110,767

($2,787)

$4,738,750

£2,798,974

$1,939,776

3428779
$28,604
5214,728
$0
598,130

5242596
580,604
51768,711
Hadz

30

$186,183

($52,000)
$36,017

($342)
$98,130

$770,241

£1,489,928
$32,000

$502,253

$0
30

$267,088

$1,489,928
$32,000

$1,521,928

$471,081
$715,100
$562,030

$1,000
$535,038
$162,332

50

442,768
§715,100
$574,210
$1,000
$563,642
30

$1,521,928

528,312
0

($12,180)
S0

($28,604)
$162,332

$2,4486,581

$2,296,721

$149,860

$4,738,750

£2,798,974

$1,939,776

No Patronage
Rebates This

Year

by John Perkins,
Financial Manager

The Internal Revenue Code
offers a special opportunity
for member-owned coopera-
tives to reduce their taxable
income by declaring a
patronage dividend, or
rebate, that allocates a por-
tion of the owners’ purchas-
es back to them at the end of
the fiscal year. Wheatsville
has taken advantage of this
benefit the last four years in
a row. This year, however,
we decided to retain all of
our net savings in order to
pay toward the costs of our
renovation project.

In past years, the rebate
process allowed us to
increase our cash reserves as
we saved up to fund our
expansion. This was possi-
ble because we were able to
exclude a total of $736,696
from our taxable income
while refunding $147,339, or
20% of this amount, to our
owners. The remaining 80%
of patronage was retained
by the co-op and used to
help with the project. Since
our incremental tax rate
would have been higher
than 20%, we actually kept
more cash by returning

Our overall member equity, the amount of the co-op’s assets that are owned by the
members, is $2,446,581. The largest equity amount is from the 165 investor share-

holders who invested in the co-op in 2005 during our investor share drive. After that,
we show $471,081 as the paid-in equity from all of our investment members (you gold
and green card folks!). The rest of our equity is split between retained patronage from
our rebates over the last four years and retained earnings, the amount of money we
have earned and saved over the history of Wheatsville’s life. A change this year is the
addition of debt from the National Co-op Bank (NCB) which shows up as Commercial
Notes, less current portion in Long-term liabilities and as Commercial notes, current

portion in Current Liabilities.

The CPA-reviewed balance sheet shows Wheatsville to be a very healthy business
heading in to our first year in the new store!

| am very pleased with our financial performance over the past several years and want
to thank my wonderful staff for the incredibly important role they have played in getting
us to where we are today. | also want to thank you, the ownership, for your amazing
support of your cooperative business. We quite simply couldn’t be here without you!
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money to owners rather
than paying additional taxes to the
government.

This year, our books reflect a net
profit before tax of $238,835. This sug-
gests that a rebate would be advanta-
geous; however, our taxable income
turned out to be only $49,467 which is
under the 20% tax bracket. The differ-
ence between book profits and taxable
income is due to an accelerated depre-
ciation schedule applied by our tax
accountants to our new equipment
purchases.

Patronage rebates remain an excel-
lent tool for the co-op to share profits
with owners while reducing our taxes,
and in most profitable years it is likely
we will continue to offer them. Our
board of directors decides each year
whether or not to include a rebate in its
allocation of net savings for the year.
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Wheatsville’s Concern for COmmuUNItY sy v citore cenera sanager

The seventh co-op principle is Concern for
the Community and we interpret this to
mean that Wheatsville should be a good
environmental steward as well as a good
neighbor and positive contributor to our
community. It’s also an important part of
our co-op’s mission statement and board
Ends policies. These principles guide us in
all of our decisions at the co-op.

The Annual Report is an opportunity to
refle e ways that we strive to live our
mission‘as we promote the cooperative
economy, minimize our impact on the envi-
ronment, create an ethical workplace, help
local group ltransform society!

Wheatsville
Activity
Wheatsville’s
commitment to

the producers or
ment”. We work tt
the mission, operat
we are definitely no
how grocery stores, a
could be) we do man
age business does not tg
sion and be less har

onmental

Wedo aloteach d
choices for the en

* We recycle interna

gram for commercial
so we voluntarily spen
year for recycling services!

We advocate for customers to use
aging by having bulk items available

* We also give shoppers an incentive to
bring their own bags and refillable con-
tainers by taking 5¢ off their grocery bill
for each reused item. In the last fiscal
year, Wheatsville Owners and shoppers
kept more than 130,000 pieces of plastic
and paper out of the waste stream by
bringing their own bags and containers!
That's over 350 bags and other containers
per day being reused!

* We also offer many reusable bag options
for sale under $5, including our extreme-
ly popular green Wheatsville Logo bags
that we sell at the incredibly low price of
$1.99. We will continue in the coming
years to try and find ways to encourage
reuse whenever possible.

* We advocate local products whenever
possible and carry a wide selection.
Anything that you can get closer to
where it’s produced is almost always an
environmentally better choice than prod-
uct shipped from away. Look for our
“Local Product” or green “Miles to
Market” signs throughout the store that
indicate local or regional products that
you can choose.

* We have been a founding member of the
Austin Energy Green Choice program
since its inception in 2001. Through this
program Austin Energy contracts for
green power to meet our annual electrical
needs. Green power then is delivered to
our electric system daily. This means less
electricity is produced daily from Austin
Energy power plants using natural gas or
coal. Instead, the power that we use at
Wheatsville is being produced through

green sources like wind, solar and methane recap-
ture.

e All of our pest control is done through an integrated
pest management system and, when we do treat
pests, we do so with inert ny ificial low impact
pest control methods.

In the deli, specifically:

* Most of our plastic containe
renewable resource.

me from corn, a

* Our paper co-op printed
etable-based inks and an
bleaching process.

is made using veg-
chlorine-free

Dur deli uses a large p
believe we use
ay store in A

15

3aked southe
pcorn tofu are all made with organic tofu.

* Black beans and brown rice are both organic, which
means that the very affordable beans and rice that
you can purchase from the deli are 100% organic.

* Our kale, beets, carrots, and sweet potatoes are also
organic.

¢ Using this many organic products in a deli is more
rare than you might think. Look closely at the other
delis in town, or ask them what's organic to see for
yourself!

At the regdisters:
* Our plastic bags are 60-80% recycled content.
e Our paper bags are 60-65% recycled content.

e We save cagdboard boxes (as possible) for

We have been rewarded an Austin Energy G

Builder rating for our project. This program requires
that certain standards are met or exceeded for greener
choices in building process, materials and operation.
I'm proud that we are able to attain this award!

Some §reen features of our project:

* Recycling building materials- we recycled the vast
majority of concrete, metal and some wood and
other building material during the project.

¢ Energy efficient equipment- our new refrigeration is a
state of the art system that is much more efficient
than our old system allowing us to run more coolers
with similar levels of energy as we used to use. We're
also collecting hot water from the system to use for
preheating our internal hot water.

* Energy efficient lighting- we're using high efficiency
lighting that should save us energy. We have also
added skylights and windows in the kitchen and on
the Guadalupe side of the store to allow in natural
light. Our offices have copious amounts of natural
lighting which reduces our need for regular lights. I
often go the whole day without turning on my lights!

* Low water plumbing- we have ultra low flow dual
flush toilets in the entire store which will help save
even more water than standard “Low-flow” toilets.

¢ Low or no VOC paints.

* Rainwater collecting- we’ll be collecting water off of
our roof to water our new green spaces. These are the
2 Jarge green cisterns on the east side of the building.

» Concrete paving instead of asphalt- we made an “un-
sexy” but big environmental choice when we chose
to spend more money and take more time to have a
concrete parking lot instead of a traditional tar and
asphalt lot. The benefits of this choice include: a
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reduction in the heat island effect due to the
reflective nature of concrete vs. asphalt,
reduction of petroleum use- asphalt and tar
are petroleum product, concrete is not, con-
crete is a largely recycled material, length of
life- our lot will last for decades without

ent whereas asphalt lots need

in see, Wheatsville does a lot to be a
ous business and we continue to look

the environment.

e And Civic Contributic

astin Green Art,
vood Optimists Little
Alliance, Emancipet
and Ecology

. AIBA works
of local busi-
for support from
usinesses. The
e project of the
t local business. A
g -organization Choose
erged with AIBA bring-
ship up to over 350 local busi-
ness members. AIBA is the original and pre-
miére’local business advocate and we are proud
0 be founding members.

Promoting local products is another crucial
community builder. We strengthen our local
economy and “do it ourselves” when we buy
from our neighbors and owners. (Yep, many of
our local vendors are also Wheatsville owners!)
I am proud of the way that we connect and sup-
port our vendors and the plans that we have in
the works to strengthen this even further.

Greenpeace sent us this nice hand drawn card
thanking us for donating organic bananas for their
event.

The support that you give your co-op gives
us the financial strength to be able to contribute
so0 strongly to our community. Being a good
neighbor and giving donations to so many
deserving groups is one of the greatest parts of
my job and I think you can all be proud of the
civic activity of your co-op and our demonstra-
tion of Concern for Community!




