








Appendix B: Lexington Co-op Educates Its Members

How Your Dividend is Calculated

in 3 easy steps !

Step 1: The Co-op earns a profit

e Our goal is to earn 2% profit every year.
e In 2009, the Co-op earned a profit of 1.8% of sales,
or $127,000.

Step 2: We make a few decisions.
Decision 1: The Board decides whether or not to declare a dividend.
In 2009, the Co-op Board declared 100% of profits from owners as
dividends, or $68,000
Co-operatives can declare up to 100% of profits from owners as dividends.

In 2009, 55.1% of profits came from sales to owners. This made $68,000 in profit
available for Dividends.

Decision 2: The Board decides what percentage of the declared dividend to return to
the owners.
In 2009, the Co-op Board decided to distribute 20% of declared dividends,
or $13,705.
»  Co-operatives have to distribute at least 20% of declared dividends.

e The 80% of the dividends that is not distributed to owners is retained in the Co-op in
a non-refundable equity account.

Decision 3: The Board decides on a minimum distribution.
In 2009, the Co-op Board decided to not distribute dividends under $1.

Step 3: We do some math.

2009 Dividend Your Total Eligible Your Share Total Your

Distribution Purchases for + Purchasesbyall = of the x Distribution = Dividend
the Year Owners Dividend

Example 1. $1,000 ¢+ $375million = 027% x  $13705 =  $3.65

Joe Sixpack

Example 2: $5000 ¢ $375million = 133% x  $13,705 =  $1827

Reg Ularshopper

Example 3: . 1 - 0 =

Crun Chi Granola $10,000 +  $3.75 million = 267%  x $13,705 $36.54

...and we’re done
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Frequently Asked Questions

g l_exmgion Patronage Dividends

1. How much will my dividend be? Every year is different, but this year, if you spent about $10 per week this year,
you will be getting a $2 dividend.

2. How can I increase my dividend? The more you shop, the more you are eligible to earn in a dividend.

3. How does the dividends program compare to the discount program (for me and for the coop)?
« For you: We are finding that owners are experiencing almost three times the savings under the new
benefits program (including dividends and owner only specials) as they did with discounts at the register.
« For the Co-op:
« It’s a more sustainable method of distributing profits. All co-ops return profits to owners based on
how much they use the services. The discount program returned these profits before we made them.
The dividend program allows the board to decide how much to return after the books are closed.
« Patronage dividends allow the Co-op to realize significant tax savings. The dollars that we allocate
as patronage stay here in the community rather than going to the IRS.
+ The retained portion of patronage dividends builds financial stability.

4. How many other co-ops use this form to return profits to their owners? Just about all co-ops use dividends.
(More and more natural foods co-ops are using dividends, but nearly all co-ops in other sectors use them.)

5. How is the Co-op doing? Are we making a profit? The Co-op is doing great. We continue to enjoy strong
support from the community. Our sales have grown steadily since we opened four years, and we have been
profitable in each of the past three years. This year we earned over $100,000 in net profit.

6. Will this affect loan repayments? The two are not related. We are paying back our loans as agreed.

Why can’t we take our dividend from the overall profits? Why is it limited to profits from sales to owners?
Dividends are a common way for co-ops to distribute profits, so they are strictly regulated by the IRS. This is one
of those requirements.

8. Are taxes taken out of my dividend? No. However, if you use your membership for business purchases you
should consult your accountant.

9. When were the owners told about this? During the spring and summer of 2008 the board engaged with Co-op
owners around the issue of dividends. There were meetings, newsletter articles and other opportunities for
owners to ask questions and shape the plan. Last October, the board unanimously voted to make the switch, and
announced their decision at the annual meeting, in the newsletter, on the website and in the store.

10. Will the Co-op distribute dividends every year? No. Only in years when the Co-op generates sufficient profits.

11. Without an owner worker program and discount, aren’t we just like any store now? The member work
program was a wonderful way for our owners to invest their sweat equity in the store and to feel ownership on a
deeper level. For a long time, it was a big part of what made us who we are, but it was never what made us a co-
op. The seven co-op principles govern all co-ops. None of these principles mentions a work program for
member-owners or discounts. Member work is not a typical part of the co-op structure and was never what made
us a co-op.

Here are five ways the Co-op is still different from other stores...

+ You own the Co-op.

+ The Co-op can only be owned by the people who use it. Publicly traded corporations can be owned by
anyone.

« The Co-op exists to provide a service, while publicly traded corporations exist to make a profit for their
shareholders.

« Our Co-op returns profits based on how much our owners use the service, not how much stock they own.

e Our Co-op is democratically owned by community residents, lending accountability and oversight to store
operations.
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exciting
sustainable &

flexible

4 a financially sound bass®™
Howard Bowers
M
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ALL NEW OWNER

BENEFITS TIMELINE

Sept 07-April 08
Board studies dividends

April 08

Board commits to making the
change from discounts to
dividends pending owner input

April — Sept 2008 L
Engagement w/ member owners

Oct 2008

Board unanimously votes to | |

switch from discounts to Jan 2009
dividends ALL Discounts at
ANNUAL MEETING register end

New benefits
begin.

Oct 09
Board evaluates end
| of year financials
and decides
whether to
distribute a
patronage dividend.

ALL NEW OWNER
BENEFITS 2009

Hpatronage #,1,
ividends

When the Co-op is
profitable, the money
that is not needed to
reinvest in the business i@
is returned to owners

in the form of

patronage dividends.

ALL NEW OWNER
BENEFITS 2009

other flexible
benefits...

In addition to Patronage
Dividends, our staff will
create ongoing owner
benefits that are exciting
to owners, sustain the
Co-op, and flexible
enough to accomplish
both. These benefits will

change over time.
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ALL NEW OWNER
BENEFITS 2009

“monthly. “
specials

™ Owners will receive
88 | 15-25% off regular
| price on a variety of
monthly specials.
This is in addition to
CAP flyer specials.

ALL NEW OWNER
BENEFITS 2009

eryday #3
aSICS

# Owners will pay
@ cveryday low prices on
’ at least 25 basic food
W items throughout the
store. Items will
include staples like
milk, eggs, butter, rice
tofu and bread.

ALL NEW OWNER
BENEFITS 2009

“special "
ordering”

Our “owner’s only”
special order program will
be easy and transparent,
with published case
pricing on the foods you |
buy the most and one

stop ordering for all store
departments.

ALL NEW OWNER
BENEFITS 2009

“educational #°

1nformat10n

Seminars and
newsletter articles
on topics like how to
cook using whole
ingredients and how
to eat well on a
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