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ABSTRACT

éombined assets of 5,795 farmer marketing and supply cooperatives amounted to
$18.6 Billion at the close of fiscal year 1976. Equity capital represented 42 percent, bor-
rowed capital 33 percent, and other liabilities 25 percent of total assets. This report ana-
lyzes the financial structure of farmer cooperatives, including amounts, types and sources
of equity and borrowed capital. Sales and other operating income and amounts and
distribution of net savings and losses are also covered. Data are presented by major func-
tion, principal products handled, geographic location and income tax status of the coop-
eratives:] :

KEYWORDS: Financial structure, farmer cooperative balance sheet, farm supply.
marketing, equity capital, operating statement, and net savings.

Preface

This is the final aggregated report resulting from a nationwide study of cooper-
atives operating in 1976. While the data are for fiscal year 1976, they are benchmark data
and will be useful indefinitely as base data for conducting other studies dealing with coop-
erative financing. Emphasis in the study is on financial structure and trends rather than
specific figures. The financial structure of cooperatives results from decisions made over a
period of time. Changes in financing methods alter the structure only gradually. The
relationships reported in this study have therefore not changed significantly since the data
were collected.

Washington, D.C. 20250 March 1980
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Highlights

This report provides detailed information on the financial structure of 5,795 farmer
marketing, supply, and related service cooperatives for fiscal year 1976. Section 11
provides data on the 100 largest of these cooperatives.

Sales—Combined sales and other operating income of the 5,795 active cooperatives
was almost $52 billion. This figure includes some duplication because of intercooperative
business. The 100 largest cooperatives accounted for 56 percent of the dollar total.

Financial Structure—Combined assets amounted to $18.6 billion at the close of fis-
cal year 1976. This compares with $8.5 billion in 1970, $5.3 billion in 1962, and $3.4 k?il-
lion in 1954. Net assets for the 4 survey years below, after eliminating intercooperative
investments, were as follows:

Fiscal year Net assets
Million dollars
1976 16,968
1970 7,681
1962 4,825
1954 3,073

Current assets accounted for 54 percent of total assets; fixed assets accounted for
32 percent; and prepaid items, investments, and other miscellaneous items accounted for
the remaining 14 percent.

Combined equity capital of the cooperatives totaled $7.7 billion, 42 percent of their
total assets. Current liabilities were equivalent to 39 percent of their total assets, and term
liabilities were 19 percent. Net working capital amounted to $2.8 billion. The current ratio
was 1.38 to 1.

The $7.7 billion combined equity capital compares with $4 billion in 1970, $3.1 bil-
lion in 1962, and $1.9 billion in 1954. Net equity capital for the 4 survey years, after elim-
inating intercooperative investments, was as follows:

Fiscal year Net equity capital
Million dollars
1976 6,141
1970 3,154
1962 2,559
1954 1,636

Borrowed capital outstanding at the close of fiscal year 1976 was $6,149 million.
This compares with $2,766 million outstanding in 1970, $1,191 million in 1962, and $821
million in 1954.

The trend toward more reliance on borrowed capital and less on internally gener-
ated capital is continuing. Equity capital financed 57 percent of total capital needs of
marketing and supply cooperatives in 1954 and 1962, 47 percent in 1970, and less than 42
percent in 1976. Borrowed capital took up some of the slack, increasing from 22 percent
in 1962 to 32.6 percent in 1970, and to 33.1 percent in 1976.

iii



Equity Capital—The $7,727 million equity capital at the close of fiscal year 1976
was classified as follows:

Type of equity capital Percent
Common stock 16.3
Preferred stock 18.1
Membership certificates 4

Certificates of equity
and capital credits

Unallocated reserves 15.1
Total 100.0

Excluding unallocated reserves of $1,167 million, the cooperatives had allocated
equity capital of $6,560 million outstanding at the close of fiscal year 1976. Less than 11
percent of the allocated equity was purchased outright by members, patrons, and others,
12 percent was acquired as per unit capital retains from sales proceeds, and the other 77
percent was acquired by retention of patronage refunds for payment at some future date.

Borrowed Capital—Total outstanding borrowed capital was $6,149 million. About
79 percent of the cooperatives reported outstanding borrowed funds. The percentages of
borrowed capital, by source, were:

Sources Percent
Banks for cooperatives 62.2
Commercial banks 9.5
Issuance of debt securities 18.9
Capitalized leases and

industrial revenue bonds 3.6
Other cooperatives 1.9
Other sources 3.9

Total 100.0

Net Savings and Losses—Combined net savings and losses amounted to $1,844
million. Of the 5,795 cooperatives, 5,127 had net savings for the fiscal year amounting to
$1,898 million, 560 had net operating losses amounting to $53.7 million, and 108 ended
the year with a zero net margin.

Distribution of net savings by those cooperatives with savings was as follows:

Method of distribution Percent
Patronage refunds:
Cash 39.3
Allocated 44.5
Dividends on equity capital 2.1
Unallocated reserves 8.4
Federal and State income taxes 5.7
Total 100.0

Tax Status—Forty-sthree percent of the 5,795 cooperatives were operating under
section 521 of the Internal Revenue Code at the close of fiscal year 1976. The other 3,320
cooperatives did not have section 521 tax status.



The Changing Financial Structure
of Farmer Cooperatives

Nelda Griffin, Roger A. Wissman,
William J. Monroe, Francis P. Yager,
and Elmer Purdue

SECTION |I. FARMER MARKETING AND SUPPLY
COOPERATIVES—NATIONAL ESTIMATES

Most farmer-owned cooperatives conduct their businesses in full view of anyone
who cares to look. Few businesses provide their owners as much information about their
operations as most farmer cooperatives give their member-patrons. Yet farmer cooper-
ative financing methods are not generally understood by many people outside cooperative
circles, and unfortunately, some members are not fully aware of the growing financial
needs of their cooperatives or of their basic responsibility to furnish needed capital. A
sufficient base of equity capital is essential if cooperatives are to obtain loans at favorable
rates.

The purpose of this study is to provide basic information on the financial structure
of farmer cooperatives that should help reduce misunderstanding concerning sources and
use of capital by cooperatives.

Section I of the study covers all marketing, farm supply, and related service cooper-
atives in the United States except for small livestock shipping associations and county
wool pools with very limited capital requirements. It does not include farmers’ mutual
telephone, irrigation, and fire insurance companies; artificial breeding cooperatives, dairy
herd improvement organizations, rural electric cooperatives, credit associations, and other
service cooperatives.

The report discusses the various means farmer cooperatives use to accumulate
funds to meet their capital needs. It summarizes the financial structure of farmer cooper-
atives and their Federal income tax status. It analyzes types, amounts, and sources of
equity capital and how that equity capital was acquired by members and patrons; sources
and amounts of borrowed funds; and the amount and distribution of net margins or
savings and net losses. .

The data show financial structure of the cooperatives in total and also by major
function, principal product marketed, and geographic groupings (farm credit districts).
These cooperatives are not entirely homogeneous regardless of how they are grouped.
Cooperatives with comparable sales volume and similar proportions of marketing and
supply business may vary greatly in composition of business volume, and will thus have
different financial structures and problems.

All information included in this report is based on the results of a nationwide
survey. The 100 largest were selected for the study using the entire universe based on busi-
ness volume of all cooperatives. Other cooperatives included in the study were selected on
a random sample basis after all the cooperatives were classified by geographic location,
major function, and principal product marketed. The sample consisted of 2,281 of the
other 5,695 active cooperatives listed with the Farmer Cooperative Service at the time the
study was initiated.

In collecting data for the study some adjustments were required in the list of coop-
eratives—primarily that of dropping inactive cooperatives. The small livestock shipping



associations and county wool pools with very limited capital requirements were also
dropped. National estimates of financial data for all 5,795 cooperatives remaining on the
list, including the 100 largest, are provided in the first section of this report. Separate data
covering only the 100 largest cooperatives are presented in section II. Further information
on selection of the sample and computation of national estimates appears in appendix A.

The data in section I suggest some basic differences in financing patterns for farmer
marketing and supply cooperatives. However, financing patterns of the 100 largest coop-
eratives, as shown in section II, contributed significantly to the financing patterns of all
cooperatives, and this should be taken into consideration by the reader. Heavy borrow-
ings, for example, by a few large cooperatives in some cases could dominate the credit
picture for an entire group of cooperatives. Comparable data are shown in both section |
and section II, so that data for the 5,695 cooperatives, excluding the 100 largest, can eas-
ily be derived by the reader.

A detailed questionnaire was used in collecting the data. Staff members of the
Cooperatives Program of the Economics, Statistics, and Cooperatives Service (ESCS),
U.S. Department of Agriculture (USDA), completed many of the questionnaires by exam-
ining audit reports, annual reports, and other financial statements of the sample cooper-
atives. Other questionnaires were completed at banks for cooperatives or at the offices of
federated cooperatives or auditing firms. And, in some cases, questionnaires were mailed
directly to cooperatives for completion.

Because of the many variations in accounting and auditing practices and termi-
nology, the financial reports of each cooperative were examined in detail whenever
possible, and necessary adjustments made to insure comparability of data and permit
meaningful group totals. All of the questionnaires were edited by staff members of the
Cooperatives Program of ESCS for uniformity, accuracy, and completeness. Accounting
and capital terms used throughout the report are defined in appendix B.

The data presented are primarily for fiscal years ending in 1976. However, earlier
or later data were used for a few of the cooperatives when 1976 information was not avail-
able.

Three similar studies of financial structure of farmer marketing and supply cooper-
atives were made by the former Farmer Cooperative Service, now part of Economics, Sta-
tistics, and Cooperatives Service (ESCS), for earlier years. These were based on 1970,
1962, and 1954 data.! Data in this report for 1976 are compared with previously pub-
lished data for 1970, 1962, and 1954 whenever relevent.

Classification Of Cooperatives

Farmer cooperatives cannot easily be divided into two distinct groups—those
engaged in marketing farm products and those engaged in providing farm supplies. Since
many have become highly diversified, some of those engaged only in marketing activities
handle two or more products.

As indicated earlier, for this study, cooperatives were classified by major function,
by principal product marketed, and by geographic districts in which they were headquar-
tered. The cooperatives in these groups were further classified according to their Federal
income tax status.

'Nelda Griffin. A Financial Profile of Farmer Cooperatives in the United States. Research Rpt. No. 23, Farm.
Coop. Serv., U.S. Dept. of Agr.. Oct. 1972. Nelda Griffin and Roger Wissman, Financial Structure of Farmer Cooper-
atives, Research Rpt. No. 10, Farm. Coop. Serv., U.S. Dept. Agr., Mar. 1970. Helim H. Hulbert, Nelda Gniffin. and Kel-
sey B. Gardner, Methods of Financing Farmer Cooperatives, Gen. Rpt. No. 32, Farm. Coop. Serv.. U.S. Dept. Agr..
June 1957.



Table 1T—Number of farmer marketing and supply cooperatives, by major function,

fiscal years 1976, 1970, and 1962

Major functions 1976' 1970 1962

Number
Farmsupply .. .vic e 2,164 2,315 2,692
Marketing® . ..o v it 1,674 2,504 3,371
Marketing/farmsupply ... ...... ... 1,857 2,470 2,559
Total . v e e e 5,795 7,289 8,522

! gxcludes cooperatives engaged exclusively in livestock shipping and smail county wool pools.
* Includes some cooperatives engaged primarily in bargaining activities.

Tables 1, 2, and 3 show numbers of cooperatives in each of the three major classi-
fications. In table |, the cooperatives are grouped according to major function. Table 2
further classifies the cooperatives engaged in marketing by principal products marketed.
In table 3, the cooperatives are classified by geographic location of their headquarters.

Classification by Major Function

Because many agricultural cooperatives engage in both marketing and supply
activities, and because the predominant activity often accounts for little more than half
the total dollar volume of business, this report treats a third functional group or classi-
fication of cooperatives—a combination group involved substantially in both marketing
and supply activities. The cooperatives were grouped on the basis of their major func-
tional business activity as follows:

-Farm supply—A cooperative with supply business accounting for all or a major
portion of total dollar volume;

- Marketing—A cooperative with marketing of farm products accounting for all or
a major portion of total dollar volume; and

— Marketing/farm supply—A multipurpose cooperative engaged in both marketing
and supply activities with each activity accounting for a substantial portion of
the total dollar volume.

Over 37 percent of the 5,795 cooperatives were classified as farm supply, 29 percent
as marketing, and the other 34 percent as multipurpose or combination marketing and
farm supply based on business activity for 1976 (table I).

The 2,164 cooperatives in the farm supply group handled all types of farm
production supplies, such as farm chemicals, machinery and equipment, feed, seed,
fertilizer, petroleum products, building materials, and containers and packaging supplies.
These farm supply cooperatives were not further classified for this study by major types
of farm supplies handled.

Of the 1,674 marketing cooperatives, 129 were engaged primarily in bargaining
activities in 1976. Eighty-five were bargaining for dairy products, 22 for sugar beets, and
22 for fruits and vegetables. Since many primarily bargaining cooperatives also processed
and/or marketed some farm products for their members, the 129 bargaining cooperatives
were grouped with the other 1,545 marketing associations (except for identification
purposes in table 2).



Table 2—Number of farmer marketing and marketing/supply cooperatives, by principal products marketed,
fiscal years 1976, 1970, and 1962

Principal product marketed 1976 1970 1962
Number

Diversified marketing/farm supply . ........... 28 78 121
Cottonandcottonproducts ...........00.0. 401 526 504
Marketing . .. ......c0tiiivenenanannnas 229 414 386
Marketing/farmsupply . .... ...t 172 112 118
Dairyproducts . .........c.0tteivrnnnn.. 459 826 1,379
Marketing . .........0iiiuiinennnnnns 313 604 963
Marketing/farmsupply . . .. .. i 61 80 180
Bargaining ............c0...... [ 85 142 226
Fruitsandvegetables . .................... 364 475 619
Marketing . .........0.ciiieevineneenenn 291 312 493
Marketing/farmsupply .. .........0..... . 51 132 93
Bargaining . ..........0ii i, 22 31 33
Grain, soybeans, andproducts . .............. 2,074 2,221 2,305
Marketing . . ..ot i in it i e e 476 250 374
Marketing/farmsupply ... ..... ... co.n... 1,598 1,971 1,931
Livestock and wool, and products' ........... 97 514 524
Marketingand shipping .. ................ 90 499 510
Marketing/farmsupply .. ....... .00 ... 7 15 14
Poultry and poulitry products . .............. 37 74 138
Marketing 000 . 0UHD UL et e L Ll L i 22 37 62
Marketing/farmsupply .. ................ 15 32 67
Bargaining . ........... . ..t 0 5 ]
Rice ... . % e 55 o o 50 e e e as o n s nae pie 50 54 57
Marketing  sowa. o weasn o s Rl . - o sErae 38 34 46
Marketing/farmsupply .. .. ..., 0ov v ven.. 12 20 11
Sugar'. .. LWL L . SR Mesrdnel .0 .. 46 63 64
Marketing . ............ 0. 23 18 22
Marketing/farmsupply .. ........c....... 1 2 0
Bargaining . ... .......0iiiininiini., 22 43 42
Nutsh . 5500 ol =% s . Lo L L L R 17 17 27
Marketing .................c0viin... 15 9 23
Marketing/farmsupply .................. 2 8 4
Tobacco . ....... .., 3 18 28 22
Marketing . ........c0iiiin it nnnenennn 16 26 22
Marketing/farm supply ...... R PRI 2 2 0
Dry beansandpeas .............. el e 12 13 14
Marketing ................. R - o 6 5 4
Marketing/farmsupply .. .......... S 6 8 10
Otherproducts .. .....o'iivienvnneennns 28 86 156
Marketing . ................ - 26 75 156
Marketing/farm supply ........ PPN 2 10 0
Total ............. R T S 3,631 4,974 5,930
Marketing . .......... B oS ik e . 1,645 2,283 3,061
Marketing/farmsupply . ................ 1,957 2,470 2,559
Bargaining . .......c00000000nnn oo Y- 129 221 310

! Excludes cooperatives engaged exclusively in livestock shipping and small county wool pools for 1976.



Classification by Principal Products Marketed

The number of primarily marketing cooperatives (including bargaining) classified
by major products marketed in fiscal year 1976 were:

Classification Number
Cotton and cotton products 229
Dairy products 398
Fruits and vegetables 313
Grain, soybeans, and products 476
Livestock and wool, and products 90
Poultry and eggs 22
Rice 38
Sugar 45
Nuts 15
Tobacco 16
Dry beans and peas 6
Other products 26
Total I_,F7—4

Other products included in the list above and in table 2 included such products as
seeds, alfalfa, hay, coffee, flowers and flower bulbs, hops, forest products, tung oil,
turpentine, and chinchilla and mink furs.

Only 23 percent of the 2,074 cooperatives marketing grain and soybeans in 1976
were classified by major function as marketing because more than three out of four of the
grain marketing cooperatives also reported sufficient volume of farm supply business to
be classified as marketing/farm supply. The major farm product marketed by almost 82
percent of the cooperatives classified as marketing/farm supply was grain or grain
products.

A total of 1,957 cooperatives were classified as marketing/farm supply cooperatives
in 1976 (table 2). The numbers of multipurpose associations, classified by major farm
product marketed were:

Classification Number
Diversified marketing/farm supply 28
Cotton/farm supply 172
Dairy/farm supply 61
Fruits and vegetables/farm supply 51
Grain and soybeans/farm supply 1,598
Livestock and wool/farm supply 7
Poultry/farm supply 15
Rice/farm supply 12
Sugar/farm supply 1
Nuts/farm supply 2
Tobacco/farm supply 2
Dry beans and peas/farm supply 6
Other products/farm supply i’
Total 1,957



The 28 cooperatives classified as diversified marketing/farm supply were too highly
diversified to be classified by products marketed. Eleven of the 28 were among the largesi
100 cooperatives.

In tabulating data for this study, the 1,674 marketing cooperatives and the 1,957
marketing/farm supply cooperatives were classified by major product marketed, as showr
in table 2. However, in the remaining tables providing information on the basis of
product marketed, the two groups of cooperatives engaged in marketing were combined.
For example, data for the 229 cotton marketing cooperatives and the 172 cotton
marketing/farm supply cooperatives were combined to give a total of 401.

The 3,631 marketing and marketing/farm supply cooperatives combined are shown
throughout the report, by major products marketed, as follows:

Classification Number
Diversified 28
Cotton and cotton products 401
Dairy products 459
Fruits and vegetables 364
Grain, soybeans and products 2,074
Livestock and wool 97
Poultry products 37
Rice 50
Sugar 46
Other products 15
Total 3,631

The 75 cooperatives listed above as marketing other products include cooperatives
marketing the following products: tobacco (18), nuts (17), dry beans and peas (12), and
other miscellaneous products (28).

Classification by Farm Credit Districts

The 5,795 cooperatives were tabulated by geographic location of their main offices
Table 3 shows the number of cooperatives with headquarters located in each farm credii
district, and a map showing States located in each of the districts appears as figure 1. The
12 farm credit districts were used as a geographic classification because farmer cooper-
atives use the banks for cooperatives as their major source of borrowed capital. However.
loans to large regional or interregional cooperatives, with membership located in two o1
more farm credit districts, are in some cases handled by a different bank for cooperatives
than the one in which their main office is located. For this reason, total cooperative bor-
rowings from each of the 12 farm credit banks for cooperatives would not be the same as
total borrowings by cooperatives with headquarters located in each farm credit district, as
reported for this study.

The number of cooperatives with headquarters in each farm credit district are
shown in table 4, along with major functions of and major products marketed by the
cooperatives located in each district.

The largest number of cooperatives had their headquarters in the St. Paul district
in 1976—25 percent of all 5,795 active cooperatives. The second largest number, 1€
percent of the total, were located in the Omaha district. The smallest numbers of cooper-
atives were located in the Columbia and Baltimore districts.



Number of cooperatives in a State or district is more an indicatian of whether the
majority of cooperatives in an area are organized as centralized cooperatives, with all
farmers belonging to one or a few cooperatives, or as federated cooperatives with many
small local associations.

Table 3—Number of farmer marketing and supply cooperatives, by farm credit districts,
fiscal years 1976, 1970, and 1962

Farm credit district 1976' 1970 1962
Number

Springfield . ........ ... 000 278 388 551
Baltimore . ........ocveenennnnes 208 343 449
Columbia .. ... .eiveivnernnnnen 204 209 232
Louisville .. .. ... i ronnn 452 532 581
NewOrleans . .......cco0ceeiuan 272 269 226
St.LoUis oo v ittt 490 593 727
St.Paul ........0i 000000 naann 1,474 1,998 2,388
OMEhE . oiciie s e« as druim a0 n 930 1,094 1,260
Wichita ......c v einennnenn 473 552 628
HOUStON . .. v e in e iv s tennnsnnnn 368 479 493
SaCramento . ... .oce e s oo on s 287 368 454
SPOKANe . .. ..iv e 359 464 533
US.Total .....voviinnnnnsnns 5,795 7,289 8,622

! Excludes cooperatives engaged exclusively in livestock shipping and small county wool pools.

Figure 1
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A large centralized regional cooperative may serve many more farmers than are
served by a federated regional with numerous local associations. The federated form of
organization is much more popular in the midwestern States than in other parts of the
United States.

Classification by Federal Income Tax Status

Federal income tax status of the cooperatives was also used as a sub-classification
for this study.

Congress has enacted Federal income tax legislation from time to time over the last
30 years that deals specifically with farmer cooperatives. Substantial revisions were made
in the Federal income tax laws relating to the tax treatment of farmer cooperatives and
their patrons in 1962 and again in 1966. These revisions were designed primarily to ensure
that taxable income received by cooperatives in the course of their business activities with
their patrons is included in computing the income tax of either the cooperative or the
patron, thus subjecting these amounts to a current single tax.2

Briefly, present Federal income tax laws provide that for per unit capital retains
and net savings distributed as patronage refunds to be currently deductible by a cooper-
ative, the patronage refunds must be paid in cash or redeemable in cash within 90 days of
the date issued; or the patrons must consent to take into account the total amount of
their per unit capital retains and their patronage refunds (qualified allocations) in
determining their own taxable income. In addition, at least 20 percent of the current total
patronage refunds must be paid currently in cash to the patrons. If these conditions are
not met, the cooperative includes the amount of the per unit capital retains and the
patronage refunds (nonqualified allocations) in its current taxable income, and later when
it pays the capital retains or refunds in cash, the cooperative may deduct the amount
paid.

Farmer marketing and supply cooperatives qualifying under section 521 of the 1954
Internal Revenue Code are also allowed to deduct from their gross income amounts paid
as limited dividends on their capital stock or other equity capital, and amounts of non-
patronage income (such as interest and rental income) distributed to patrons on a patron-
age basis.

Section 52! status (sometimes referred to as tax exempt status) is not automatic.
Cooperatives must apply and, if qualified, a ruling or determination letter is issued by the
Internal Revenue Service. There are strict requirements that must be met in order to qual-
ify. Among these requirements are:

eThe business with nonmembers may not exceed 50 percent of the cooperative’s
total business, and purchasing for persons who are neither members nor producers
may not exceed 15 percent of the cooperative’s total purchasing.

e The nonmembers are to be treated the same as members in business transactions.

oIf organized on a capital stock basis, substantially all its stock (other than
preferred nonvoting stock) must be owned by producers marketing their products
or purchasing their supplies through it.

e The dividend rate on capital shares must not exceed the legal rate of interest in
the State of incorporation, or 8 percent a year, whichever is the greater, based
upon the value of the consideration for which the capital shares were issued.

IMorrison Neely, Legal Phases of Farmer Cooperatives, Part Il, Federal Income Taxes, Inf 100, Farm. Coop.
Serv., U.S. Dept. Agr., May 1976. This bulletin discusses in depth the Federal income tax treatment of farmer cooperatives
and their patrons.
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Forty-three percent, or 2,475 of the 5,795 farmer marketing and supply cooper-
atives, had section 521 status at the close of fiscal year 1976; and 3,320, or 57 percent, did
not. Significant differences in financial structure, methods of acquiring capital, and
distribution of net margins by cooperatives with section 521 status, compared with coop-
eratives without section 521 status, are shown throughout this report.

Sales And Other Operating Income

The 5,795 farmer marketing and supply cooperatives reported combined sales and
other operating income of almost $52 billion for their fiscal year ending in 1976. This is a
gross figure which includes intercooperative business. Data on business done between or
among cooperatives were not collected as a part of this study.

An annual survey is made by ESCS covering cooperative memberships and volume
of business. Data are collected for each year in sufficient detail to determine both gross
and net volumes of business figures. However, these volume figures are not comparable to
sales figures collected for this finance study. For the finance study only gross sales and
other receipts from operations were included in sales for 1975-76. Value of products
handled on a commission basis or bargained for were excluded, but income derived from
commissions, check-offs, and services such as storage, transportation, ginning, drying, etc.
were included. Nonoperating income from sales, such as patronage refunds, interest and
dividend income, rental income, income from sales or exchange of capital assets, et cetra,
were excluded. Statistics of Farmer Cooperatives, 1975-76 provides detailed volume of
business figures for cooperatives and is available on request.3

The gross volume of business figures for 7,289 cooperatives of almost $24 billion
for 1970 and $17 billion for 8,552 cooperatives in 1962, as reported in previous USDA
finance studies, are not comparable to the 1975-76 gross sales figures collected for this
report. Sales figures denoting actual income rather than value of product for 1975-76 were
collected for this study so that the income figures would provide meaningful financial
ratios, such as net margins to sales and equity capital to sales.

Table 5 shows that 4,721 of the 5,795 cooperatives had combined farm supply sales
of almost $15.9 billion, representing nearly 31 percent of the total income of all cooper-
atives. Marketing receipts of $35 billion reported by 3,543 cooperatives represented 67.5
percent of the total income of all cooperatives, and service receipts and other operating
income of less than §1 billion accounted for the balance. All these are gross figures.

Sales of farm products on a buy-and-sale basis were reported by 3,111 cooperatives
and amounted to almost $29 billion, accounting for over 82 percent of total marketing
receipts. Product sales on a pooling basis by 281 cooperatives totaled $6 billion and
accounted for an additional 17 percent of total marketing receipts. Combined income
from products sold on a commission basis by 183 cooperatives and check-off income
reported by 115 bargaining cooperatives accounted for less than 1 percent of total
marketing receipts.

Table 6 shows sales and other operating income for fiscal year 1976 for farmer
marketing and supply cooperatives, based on their Federal income tax status.

Nearly 43 percent of the 5,795 cooperatives had section 521 status. However, this
group of 2,475 cooperatives accounted for less than 30 percent of the total sales and other

3Statistics of Farmer Cooperatives, 1975-76, Research Rpt. No. 3, Econ. Stat. Coop. Serv., U.S. Dept. Agr., Mar.
1976. These data showed gross volume of business by all cooperatives was $55.9 billion and net volume was $40.1 billion
for 1975-76.



operating income of the 5,795 cooperatives, an indication that more of the smaller coop-
eratives have section 521 tax status. Average 1976 gross sales and other operating income
for the 5,795 cooperatives was almost $9 million. The 2,475 cooperatives with section 521
status had average sales of $6 million, compared with $11 million for the 3,320 cooper-

atives without section 521 tax status.

Sales and other operating income of the 100 largest cooperatives totaled $29 billion,
56 percent of the total for all 5,795 cooperatives. For more detail regarding this group,

see section II.

Table 5—Sales and other operating income of 5,795 farmer marketing and supply cooperatives, fiscal year 1976

Source of income

Cooperatives with any
income from each source

Sales and other operating
income

Farm supply sales ..........

Marketing receipts:

Sales of products on— .
Buy-andsale basis .......
Poolingbasis ..........

Income from products sold on
commission basis . .......

Check-off on products
bargainedfor ..........

Total marketing receipts . .
Service receipts and other income

{such as income from storage,
ginning, transport, etc.) .....

Total sales and other operating
INCOME ... v v vivn ve v v un

Number Million dollars Percent of total
4,721 15,882 30.7
3,111 28 886 55.8

281 6,011 11.6

183 75 4

115 18 nil
3,643 34,990 67.5
4,228 940 1.8
5,795 51,812 100.0

b Intercooperative business has not been eliminated from these figures.

Table 6—Sales and other operating income of 5,785 farmer marketing and supply cooperatives, by major function
and income tax status of the cooperatives, fiscal year 1976

Major function and income tax
status

Cooperatives

Sales and other operating

income

Farmsupply . .....ccoiiivnennn
Section521 ... ....... .. 00

Marketing .........c. v
Section521 ., ......... ...

Marketing/farmsupply . ...........
Section 521 . ...... ... . i
Nonsection 521 ............cc0u.

Total ........c i v

Number Percent Million dollars Percent

2,164 100.0 7,353 100.0

708 32,7 1,289 17.5
1,456 67.3 6,064 82,5
1,674 100.0 22,365 100.0
1,135 67.8 9,641 42.7

539 32.2 12,824 57.3
1,857 100.0 22,094 100.0

632 32.3 4,446 20.1
1,325 67.7 17,648 79.9
5,795 100.0 51,812 100.0
2,475 42.7 15,276 29.5
3,320 57.3 36,536 70.5

! Intercooperative business has not been eliminated from these figures.
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Sales and Other Operating
Income by Major Function

Sales and other operating income for fiscal year 1976 are shown by source of
income and by major function of the cooperatives in table 7. Table 8 shows the number
of cooperatives, classified by major function, with any income from each source.

The 2,164 farm supply cooperatives had total 1976 sales volume of over $7 billion,
or 14 percent of the almost $52 billion total for all cooperatives. The 1,674 primarily
marketing cooperatives reported 43 percent of total sales and other operating income, and
the 1,957 marketing/farm supply group accounted for the other 43 percent.

Table 7—Sales and other operating income of 5,795 farmer marketing and supply cooperatives, by major function
of the cooperatives, fiscal year 1976

Sales and other operating income from—

Marketing receipts: '
]
Major function Cooperatives | Sales of | Sales of | income from Farm . Higialsalee
Check-off Service | and other
products | products products Total supply . .
on products . receipts | operating
on buy- on sold on i marketing | sales i
. - bargained . income
and-sale | pooling | commission receipts
. . . for
basis basis basis
Number  -+----cm-ermimeree e Million dollars - - - = - - ==« v cvemcnencnn o
Farmsupply ......... 2,164 31 - 1 — 32 7,226 95 7,353
Marketing .......... 1674 16,003 5,626 54 18 21,701 162 502 22,365
Marketing/farm supply . . 1,957 12,852 385 20 = 13,257 8,494 343 22,094
Total ........ Sy 5,795 28,886 6,011 75 18 34,990 15,882 940 51,812
. Intercooperative business has not been eliminated from these figures.
? Less than $500,000.
Table 8—Number of farmer marketing and supply cooperatives with any sales and other operating income
from specified sources, by major function of the cooperatives, fiscal year 1976
Cooperatives with any sales and other operating income from—
Total Marketing receipts:
Major function number of
cooperatives Sales of Sales of Income from Farm .
Check-off Service
products | products products Any type of | supply 3
on products . receipts
on buy- on sold on bargained marketing sales
and-sale pooling commission %or receipts
basis basis basis
-------------------------------------- Number - ------memme e
Farmsupply ........ 2,164 95 — 20 - 112 2,131 1,321
Marketing .. ........ 1,674 1,133 240 120 112 1,498 637 1,120
Marketing/farm supply . . 1,957 1,883 41 43 3 1,933 1,953 1,787
Total,  aiiss dva d. . 5,795 3,111 281 183 115 3,643 4,721 4,228

12



As shown in table 6, of the 2,164 farm supply cooperatives, with almost $7.4 billion
in gross sales, the 708 with section 521 income tax status accounted for less than 18
percent of the total sales. Average 1976 gross sales for the 2,164 farm supply cooperatives
were $3.4 million. Average sales for the section 521 farm supply cooperatives were $1.8
million. This compared with an average of almost $4.2 million for those cooperatives
without section 521! status.

The 1,674 cooperatives engaged primarily in marketing farm products had
combined 1976 sales and other income of $22.4 billion, an average of $13.4 million per
cooperative. The 1,135 marketing cooperatives with section 521 status had an average
volume of $8.4 million, compared with an average of almost $23.8 million for the 539
cooperatives without section 521 status.

Combined gross sales and other operating income of the 1,957 cooperatives
engaged in both marketing and farm supply activities amounted to $22.1 billion in 1976,
an average of $11.3 million per cooperative. The average volume for the 632
marketing/farm supply cooperatives with section 521 status was $7 million, and the aver-
age for the 1,325 cooperatives without section 521 status was $13.3 million.

Sales and Other Operating Income by Principal
Products Marketed

Gross sales and other operating income for fiscal year 1976 for the 3,631 cooper-
atives engaged in marketing farm products are shown in table 9 by principal product
marketed. The 2,074 cooperatives marketing grain accounted for 57 percent of the 3,631
cooperatives and for approximately half the $44 billion gross sales and other operating
income. Table 10 shows the number of cooperatives with any income from each source by
principal products marketed in 1976.

Table 9—Sales and other operating income of 3,631 farmer marketing and marketing/supply cooperatives, by principal products

marketed by the cooperatives, fiscal year 1976!

Sales and other operating income from—

Marketing receipts:
Principal product Coopera- Total sales
marketed tives Sales of | Sales of | Income from Check-off AT Service | and other
products | products products Total supply R i
on products . receipts | operating
on buy- on sold on - marketing | sales h
. . bargained . income
and sale | pooling | commission receipts
. . . for
basis basis basis
Number ---«-cecmmamscaanccanacnron Milliondollars - - ----=-sscscecmmc-nnccnacnnn
Diversified .............. 28 2,692 11 3 - 2,703 3,907 27 6,637
Cotton and cotton products . . 401 530 623 2 3 1,153 85 108 1,346
Dairy products  ........... 459 6,771 1,027 4 14 7,816 170 62 8,048
Fruits and vegetables . ...... 364 275 2,721 19 3 3,018 126 201 3,345
Grain, soybeans, and products . 2,074 17,404 250 5 £l 17,659 4,136 377 22,172
Livestock and wool* .. ... .. 97 176 4 34 B 214 14 7 235
Poultryandeggs .......... 37 501 24 7 - 532 173 7 712
Ricel{Wrrar, i, iy =l o, . L0 50 2 573 3 ) 578 19 29 626
Sugar products ... .. ... ... 46 399 499 e 1 899 2 19 920
Other products . .......... 75 105 279 2 ’ 386 24 8 418
Total .. .. ... 3,631 28,855 6,011 74 18 34,958 8,656 845 44,459

! Intercooperative business has not been eliminated from these figures. Includes 1,957 cooperatives that are marketing farm products

and also handling farm supplies.
? Excludes livestock shipping associations and county wool pools.
* Less than $500,000.
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Table 10—Number of farmer marketing and marketing/farm supply cooperatives with any sales and other operating income
from specified sources, by principal product marketed by the cooperatives, fiscal year 1976

Cooperatives with any sales and other operating income from—
Total Marketing receipts from:
P number
euncipgl plEducE of Sales of | Sales of | Income from Farm :
marketed Check-off Service
coopera- | products | products products Any type of | supply X
] on products 3 receipts
tives on buy- on sold on . marketing sales
. - bargained .
and-sale | pooling commission receipts
N . . for
basis basis basis
----------------------------------- Number - - - -« cccmmee L.

Diversified . ............. 28 27 3 3 - 28 27 19
Cotton and cotton products 401 319 38 12 1 355 250 383
Dairy products ........... 459 361 32 5 75 442 202 191
Fruits and vegetables . ...... 364 122 165 38 1 296 104 220
Grain, soybeans and products . 2,074 2,061 7 24 10 2,068 1,930 1,934
Livestock and wool? ....... 97 36 5 54 1 86 10 40
Poultry products ......... 37 30 4 3 - 36 17 13
Rice .................. 50 4 4 8 2 17 22 47
Sugarproducts ........... 46 18 6 1 14 40 6 13
Otherproducts . .......... 75 38 17 15 1 63 22 47
Total ., . R 1 1 KEINRS 3,631 3,016 281 163 115 3,431 2,590 2,907

! Includes 1,967 cooperatives that are marketing farm products and also handling farm supplies.
? Excludes livestock shipping associations and county wool pools.

Table 11 shows 1976 sales and other operating income for the 3,631 cooperatives
involved in marketing (including 1,957 that were also handling farm supplies) by major
commodity handled and by Federal income tax status. Combined gross sales for these
cooperatives were almost $44.5 billion, or an average volume of $12.2 million per cooper-
ative. Average sales for the 1,767 cooperatives with section 521 status were $7.9 million,
compared with $16.3 million for the 1,864 nonsection 521 cooperatives.

Average gross sales were larger for the cooperatives with section 521 tax status than
for those without for only three commodity groups—cotton, rice, and other products.
Averge sales and other operating income for the 296 section 521 cotton cooperatives
totaled $3.8 million compared with $2 million for the 105 nonsection 521 cotton cooper-
atives. The primary activity of a majority of the cotton cooperatives was ginning. Average
sales and other operating income (primarily drying) of the 38 rice cooperatives with sec-
tion 521 status was $16.2 million, compared with $750,000 for the 12 rice cooperatives
without section 521 status. And, the 75 cooperatives handling other products had average
sales in 1976 of $5.6 million. The 45 with section 521 status had average sales of $6.9
million, compared with $3.6 million for the 30 without section 521 status.

The 459 cooperatives marketing dairy products had combined sales and other oper-
ating income in 1976 of $8 billion, an average of $17.5 million per cooperative. Eighty-
four percent of these dairy cooperatives, or 386, had section 521 tax status, but their aver-
age sales were only $10.5 million, compared with $54.8 million for the 73 dairy cooper-
atives without section 521 status.

Approximately 30 percent of the 2,074 cooperatives marketing grains and soybeans
had section 521 tax status. Their average 1976 sales volume was $6 million. The other

1,439 grain cooperatives without section 521 tax status had an average sales volume of
$12.7 million.

14



Two-thirds of the 364 fruit and vegetable marketing cooperatives had section 521
tax status, and this group had average sales of $7.9 million for 1976. The one-third with-
out section 521 tax status had an average sales volume of $11.8 million.

The average sales volume in 1976 also was lower for the section 521 cooperatives
marketing poultry, sugar, livestock and wool, and for the diversified group.

Table 11—Sales and other operating income of 3,631 farmer marketing and marketing/supply cooperatives,
by principal product marketed and income tax status of the cooperatives, fiscal year 1976

Principal product marketed and income . Sales and other operating
Cooperatives R
tax status income
Number Percent Million dollars Percent
Diversified . .........cci0ivnnnn 28 100.0 6,637 100.0
Section 521 .. . ... ... 14 50.0 1,405 21.2
Nonsection 521 . ... .... ... ... 14 50.0 5,232 78.8
Cotton and cotton products . ........ 401 100.0 1,346 100.0
Section 521 . ...... ... . .o 296 73.8 1,135 84.3
Nonsection 521 .. .............. 105 26.2 21 15.7
Dairy products . .. ... ..o ivnnn 459 100.0 8,048 100.0
Section 521 .. ....... .. ... 386 84.1 4,050 50.3
Nonsection 521 ... ............. 73 15.9 3,998 49.7
Fruitsand vegetables .. ............ 364 100.0 3,345 100.0
Section 521 . ... ...... .. 242 66.5 1,905 57.0
Nonsection 521 . .......... ... .. 122 33.56 1,440 43.0
Grain, soybeans and products . ....... 2,074 100.0 22,172 100.0
Section 521 ... ........ .. .0 635 30.6 3,829 17.3
Nonsection 521 . ............... 1,439 69.4 18,343 82.7
Livestockandwool . .............. 97 100.0 235 100.0
Section 521 . ... ... ... 67 69.1 70 29.8
Nonsection 521 . ... ... .. .. .. ... 30 30.9 165 70.2
Poultry products . ..........co. .. 37 100.0 712 100.0
Section 521 . ... ... .. ... 0 15 40.5 197 27.7
Nonsection 521 . ............... 22 59.5 515 72.3
RiCE .. ittt i e 50 100.0 626 100.0
SectionB521 ... ... ... 38 76.0 617 98.6
Nonsection 521 .. .............. 12 240 9 14
Sugar products . ... .. ..o 46 100.0 920 100.0
Section 521 . ....... ... 29 63.0 468 50.9
Nonsection 521 . ............... 17 37.0 452 49.1
Otherproducts . .......c.coovvuenn 75 100.0 418 100.0
Section 521 ........... .. 45 60.0 311 74.4
Nonsection 521 . ............... 30 40.0 107 25.6
Total marketing and marketing/farm
SUPPLY . i 3,631 100.0 44,459 100.0
Section521 ................ 1,767 48.7 13,987 31.5
Nonsection 521 . ............ 1,864 51.3 30,472 68.5

! Intercooperative business has not been eliminated from these figures.



Sales and Other Operating Income
By Farm Credit Districts

Table 12 shows comparable sales figures when the 1976 data were tabulated on the
basis of location of headquarters in farm credit districts. The St. Louis district, with 8
percent of the total number of cooperatives, reported 17.2 percent of the total sales
volume. The St. Paul district, with 25 percent of the total number of cooperatives,
reported 16.7 percent of total sales volume. Next largest combined sales figures were
reported by the cooperatives with headquarters in the Omaha, Louisville, and Wichita
districts, with each district accounting for approximately 10 percent of the total U.S.
sales.

Table 13 shows the number of cooperatives in each district by sources of income.

Table 14 shows 1976 sales and other operating income for the cooperatives within
farm credit districts based on Federal income tax status. Only in the Springfield district
did average sales and other operating income for the section 521 cooperatives exceed the
average for the nonsection 521 cooperatives. However, in the New Orleans and Omaha
districts average sales volume of cooperatives without section 521 status was only $1 to $2
million larger than for section 521 cooperatives. In the Houston and Wichita districts,
average sales and other operating income of the cooperatives without section 521 status
were more than five times greater than for the section 521 cooperatives. Average volume
for the cooperatives without section 521 status in the remaining districts was roughly two
to three times greater than for those cooperatives with section 521 status.

Table 12—Sates and other operating income of farmer marketing and supply cooperatives,
by farm credit district, fiscal year 1976

Sales and other operating income from—

Marketing receipts:
F dit district | € ives| Sales of | Sales of | Income f Farm sl ssles
arm credit district ooperatives| Sales o ales o ncome from Check-off service | and other
products | products products Total supply . .
on products . receipts | operating
on buy- on soid on ; marketing | sales ;
. . bargained X income
and sale | pooling | commission for receipts
basis basis basis
Number — --ecemmmommi i Milliondollars - - - -+« - ceccmcmommecenaan
Springfield ....... 278 1,061 670 2 4 1,737 1,622 19 3,278
Baltimore ........ 208 534 79 7 3 623 536 14 1,173
Columbia ........ 204 1,299 621 2 2 1,922 751 97 2,770
Louisville . ....... 452 3,304 27 10 2 3,343 1,660 55 5,058
New Orleans ...... 272 527 45 4 1 577 773 27 1,377
St. Louis ........ 490 4,189 467 4 2 4,660 4,169 95 8,924
St.Paul ......... 1,474 5,716 26 17 3 5,762 2,837 72 8,671
Omaha ......... 930 3,677 39 13 1 3,630 1,516 98 5,244
Wichita ......... 473 4,045 28 2 2 4,073 817 139 5,029
Houston ........ 368 2,705 319 1 2 3,025 227 114 3,366
Sacramento . ..... 287 424 3,465 14 3 3,906 817 138 4,561
Spokane ........ 359 1,505 225 1 1 1,732 557 72 2,361
US.total ...... 5,795 28,886 6,011 75 18 34,990 15,882 940 51,812

! intercooperative business has not been eliminated from these figures.

2 Less than $500,000.
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Table 13—Number of farmer marketing and supply cooperatives with any sales and other operating income
from specified sources, by farm credit district, fiscal year 1976

Cooperatives with any sales and other operating income from—
Marketing receipts from:
Total

Farm credit district number of Sales of Sales of Income from Farm .
: Check-off Service

cooperatives products  products products Any type of supply )
on products ) receipts

on buy- on sold on X marketing sales
. . bargained 2
and-sale pooling commission receipts
k . . for
basis basis basis
--------------------------------------- ] R e R
Springfield ...... 278 56 14 12 35 104 188 192
Baltimore ....... 208 48 4 9 17 68 155 137
Columbia ....... 204 62 32 13 1 94 124 81
Louisville ....... 452 279 10 42 9 321 397 374
New Orleans ..... 272 94 4 16 2 112 180 129
St. Louis ........ 490 290 5 L 8 302 409 397
St.Paul ........ 1,474 787 10 24 19 814 1,288 873
Omaha ......... 930 638 7 16 3 649 879 843
Wichita ......... 473 397 7 - - 402 438 445
Houston ........ 368 282 11 19 2 301 286 331
Sacramento . ..... 287 41 160 16 12 212 122 182
Spokane ........ 359 136 17 5 7 164 255 244
US.total ...... 5,795 3,111 281 183 115 3,543 4,721 4,228

Frequency Distribution by Size of Sales
And Other Operating Income

A frequency distribution of the 5,795 cooperatives by size of sales and other oper-
ating income for their 1976 fiscal years is shown by major function of the cooperatives in
the upper portion of table 15.

Only 3 percent of the 5,795 cooperatives had sales and other operating income of
less than $100,000 in fiscal year 1976. Thirteen percent had sales amounting to less than
$1 million, 26 percent had sales between $1 million and $5 million, and 19 percent
between $5 million and $10 million. Therefore, 58 percent of the 5,795 cooperatives had
sales and other operating income in fiscal year 1976 of less than $10 million. Less than 17
percent of the 5,795 cooperatives reported sales and other operating income of $25 million
or more, and only 1.5 percent had sales of $100 million or more.

Over 86 percent of the 2,164 primarily farm supply cooperatives had sales and
other operating income between $1 million and $25 million in 1976. Only 6.5 percent had
sales of less than $1 million, while 7.3 percent had sales of over $25 million.

Of the 1,674 primarily marketing cooperatives, 28 percent had sales and other oper-
ating income of less than $1 million, over 55 percent had sales amounting to $1 million
but less than $25 million, and the remaining 16 percent had sales of $25 million or over.

Seven percent of the 1,957 combination marketing and marketing/farm supply
cooperatives had sales amounting to less than $1 million, 65 percent had sales between $1
million and $24.9 million, and 28 percent had sales of $25 million or over.
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Table 14—Sales and other operating income of 5,795 farmer marketing and supply cooperatives, by farm credit
districts and income tax status of the cooperatives, fiscal year 1976'

Farm credit district and income .
Cooperatives

Sales and other operating

tax status income

Number Percent Million dollars Percent

Springfield . ................... 278 100.0 3,278 100.0
SectionB21 .................. 107 38.5 1,408 43.0
Nonsection 521 . ............... 171 61.5 1,870 57.0
Baltimore .. ...........0c000.... 208 100.0 1,173 100.0
Section 521 .. ................ 144 69.2 598 51.0
Nonsection 521 ... ............. 64 30.8 575 49.0
Columbia ..............c.c..... 204 100.0 2,770 100.0
Section 521 .................. 129 63.2 1,379 49.8
Nonsection521 ................ 75 36.8 1,391 50.2
Louisville . .......... ..., 452 100.0 5,058 100.0
Section 521 .. ................ 251 55.5 1,614 31.9
Nonsection 521 . ............... 201 44.5 3,444 68.1
NewOrleans . .................. 272 100.0 1,377 100.0
Section 521 .. ................ 181 66.5 815 59.2
Nonsection 521 .. .............. 91 33.56 562 40.8
St.Louis ...........0 i, 490 100.0 8,924 100.0
Section 521 .. ............ . ... 150 30.6 1,140 12.8
Nonsection 521 ................ 340 69.4 7,784 87.2
St.Paul . ....... .. ... .. ., 1,474 100.0 8,671 100.0
Section 521 ... ... ... . .. ..., 611 41.5 2,422 27.9
Nonsection 521 .. .............. 863 58.5 6,249 72.1
Omaha ...........0c. . 930 100.0 5,244 100.0
Section 8521 .. ................ 219 23.5 1,087 20.7
Nonsection 521 ................ 711 76.5 4,157 79.3
Wichita . ........ ... ... ...... 473 100.0 5,029 100.0
Section 521 ... ............... 60 12.7 141 2.8
Nonsection 521 .. .............. 413 87.3 4,888 97.2
Houston .............. .00, 368 100.0 3,366 100.0
Section 521 ... ... ..., ... .. ... 256 69.6 930 27.6
Nonsection 521 ... ............. 112 30.4 2,436 72.4
Sacramento . ......... .00, 287 100.0 4,561 100.0
Section 521 .. ................ 227 79.1 3,039 66.6
Nonsection 621 ... ............. 60 20.9 1,622 33.4
Spokane ............c00 .. 359 100.0 2,361 100.0
Section 521 . ................. 140 39.0 703 29.8
Nonsection 521 ... ............. 219 61.0 1,658 70.2
US.total . .................. 5,795 100.0 51,812 100.0
Section 521 . ............... 2,475 42.7 15,276 29.5
Nonsection521 . ............ 3,320 57.3 36,536 70.5
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Table 15 also shows a frequency distribution by size of sales and other operating
income in 1976 for the 3,631 cooperatives engaged in marketing (including the 1,957
engaged in both marketing and supply activities). Of the 3,631 cooperatives, 2,074, or 57
percent, were grain or grain/supply cooperatives. Only 1 percent of these cooperatives
marketing grain had 1976 sales and other operating income of less than $1 million. Ten
percent had sales between $1 million and $4.9 million, 18 percent had sales of $5 million
but less than $10 million, almost 38 percent had sales between $10 million and $24.9
million, and nearly 33 percent had sales of $25 million or over. Comparable data are
shown in table 15 for cooperatives marketing other major farm products.

Table 16 provides a frequency distribution by size of sales and other operating
income in fiscal year 1976 for the 5,795 cooperatives by farm credit districts. Percentage
of cooperatives in each district with sales of less than $! million ranged from a high of
almost 36 percent in the Houston district to a low of just over 2 percent in the Omaha
district. The percentage of cooperatives with sales of $25 million or over ranged from a
high of 32 percent in the Omaha district to a low of around 3 percent in the Baltimore
and Houston districts.

Table 15—Number of farmer marketing and supply cooperatives, classified by major function and principal product marketed,
and percentage of cooperatives in each category with sales and other operating income of specified sizes, fiscal year 1976

Percentage of cooperatives with sales and other operating income amounting to—

Major function and principal Cooper- $100
product marketed atives | Lessthan $100,000-| $500,000-| $1-$4.9{ $5-$9.9 | $10-$24.9| $25-$99.9 million
$100,000 $499,999 | $999,999 | million | million | million million T
Number ------cccmmmmrnmmmaeaanccaaeannn Percent-------cecevmcccanancroaacon--
Major function:
Farmsupply ........... 2,164 0.8 1.6 4.1 34.2 26.8 25.2 6.8 0.5
Marketing . ............ 1,674 9.5 10.6 8.3 27.6 12.7 16.1 14.0 2.2
Marketing/farm supply ..... 1,957 2 2.8 4.0 15.6 16.6 329 259 2.0
Total—All cooperatives ... 5,795 3.1 4.6 5.3 26.0 19.3 249 15.3 1.5
Principal product:
Diversified ............. 28 0 71 3.6 28.6 7.2 10.7 7.1 35.7
Cotton and products . ... .. 401 3.9 25.8 27.6 34.6 4.3 1.8 1.5 .5
Dairy products . ... ...... 459 12.7 4.2 4.6 40.7 16.1 9.2 9.5 3.0
Fruits and vegetables . ... .. 364 8.2 12.56 11.5 40.2 10.1 9.8 6.1 1.6
Grain . ... 2,074 .2 4 .5 10.2 18.0 37.9 31.1 1.7
Livestock and wool . ... ... 97 23.6 19.6 6.5 35.2 10.3 24 24 0
Poultry products . ... ..... 37 2.7 6.3 2.7 9.5 21.2 27.0 279 2.7
Rice »oal. cam@. » ol v oo v s 50 8.0 23.5 23.3 35.2 2.0 0 2.0 6.0
Sugar products . ... ... ... 46 38.3 13.9 0 6.5 19.6 4.3 13.1 4.3
Qtheriii, | M, o oo L 75 12.8 21.5 17.4 243 7.3 12.7 2.7 1.3
Total marketing
and marketing/farm
supply cooperatives .. ... 3,631 4.5 6.4 6.0 211 14.8 24.7 20.4 2.1
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Table 16—Number of farmer marketing and supply cooperatives, by farm credit districts, and percentage of cooperatives

in each category with sales and other operating income of specified sizes, fiscal year 1976

Percentage of cooperatives with sales and other operating income amounting to—
g Cooper-
Farm credit district |~ tives | Less than | $100,000- | $500,000- | $1-54.9 | $559.9 | $10524.9 | s25800.9 | 190
$100,000 | $499,909 | $999,999 | million | million | million il | (LSl
and over
Number ----c-ccmemei et Percent-----«--scvmcmereraceaonaaaaa
Springfield . ... ... 278 16.5 3.3 2.0 35.9 24.3 13.0 2.9 2.1
Baltimore ....... 208 11.2 47 1.8 47.7 21.2 10.1 2.4
Columbis ....... 204 6.6 1.2 4.9 48.1 1.8 7.9 8.0 5
Louisville ....... 452 4.1 36 2.2 22.8 22.9 27.0 15.9 5
New Orleans .. ... 272 4.1 14.2 11.3 22.5 31.7 11.3 3.8 1.1
St. Louis ........ 490 13 5.5 5.9 17.0 20.2 26.1 21.8 2.2
St.Paul ......... 1,474 8 1.9 2.1 22.0 17.4 36.4 18.7 7
Omaha . ........ 930 3 0 1.8 13.4 23.3 29.0 29.9 2.3
Wichita ......... 473 1.5 7.2 6.5 17.5 19.3 35.6 11.6 '
Houston ........ 368 3.9 12.7 18.3 436 10.8 6.8 1.9 1.0
Sacramento . .. ... 287 36 8.2 14.7 40.4 10.0 9.8 9.8 35
Spokane ........ 359 3.7 35 7.5 43.7 16.7 16.5 7.3 1.1
US.total ...... 5,795 3.1 46 5.3 26.0 19.3 24.9 15.3 1.5

20

Balance Sheet Data

The balance sheet is a basic record of business organizations that shows financia
condition at a particular date. A comparison of the financial structure of farme
marketing and supply cooperatives, as shown by combined balance sheet data, I

presented in figure 2 for fiscal years ending in 1976, 1970, 1962, and 1954. Dollar figure:

for these 4 survey years are shown in table 17.

_~ Combined gross assets for all marketing and supply cooperatives reached a total o
over $18.5 billion in 1976. This compares with almost $8.5 billion in 1970, $5.3 billion ir
1962, and less than $3.4 billion in 1954. Average gross assets went from $342,000 in 195¢
to $625,000 in 1962 to $1.2 million in 1970, and to $3.2 million in 1976.

When all intercooperative investments, such as stock or other equity owned by on«
cooperative in another, or patronage refunds retained by an interregional or federatec
cooperative for capital purposes appearing on the books of the member association, wert
eliminated from the gross figures shown in table 17, net assets and net equity capital o
the cooperatives for the 4 years were estimated (table 18). The net figures equal tota
assets and total equity capital minus intercooperative investments.

Individual cooperatives sometimes join together with other cooperatives to marke
their farm products, or manufacture or procure farm supplies or services. A centralizec
farm supply cooperative serving a local community or communities may be a member o
a regional or a statewide wholesaling/ manufacturing cooperative that provides supplies tc
local cooperatives for resale. These cooperatives serving centralized or local cooperative
are generally referred to as federated cooperatives. Some centralized and federated coop
eratives have formed yet another level of cooperatives to perform various functions
Examples are cooperatives that manufacture such farm supplies as fertilizer or petroleun
products, or transport farm products. These cooperatives are generally callec
interregionals.

Many of the grain marketing cooperatives have developed a multi-level cooperativ
structure. Many cooperative grain elevators serving local farmers are members of feder
ated grain marketing cooperatives with terminal grain elevators. The federated cooper



Table 17—Financial structure of farmer marketing and supply cooperatives,

fiscal years ending

in 1976, 1970, 1962 and 1954'

Year Cooperatives Assets Equ'lty Borrc_:wed 2 °t.h.ef
capital capital liabilities
Number = eeeecccececcooaaann Milliondollars - - - <=« ceeecccccecenn
1976 . 4. . ) . 5,795 18,554 7,727 6,149 4,678
1970 .. ... 7,289 8,477 3,950 2,766 1,761
1962 .......... 8,622 5,323 3,057 1,191 1,075
1954 . ......... 9,793 3,351 1,914 821 616

! These are gross figures, intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity date
are included with borrowed capital. Assets and borrowed capital exclude Commodity Credit Corporation {oans to tobacco cooperatives.

Table 18—Comparison of net assets and net equity capital of farmer marketing and supply cooperatives,
close of fiscal years 1976, 1970, 1962 and 1954

Year Total numl?er Total assets Total gqmty In'fercooperatlve Net assets’ Net t?qunzty
of cooperatives capital investments capital

Number - e-ceecamea i iaaas Million dollars - - - - <= -« ==c-cccmaeaanannnnn
1976 ... ... .. 5,795 18,554 7,727 1,586 16,968 6,141
1970 .......... 7,289 8,477 3,950 796 7,681 3,154
1962 .......... 8,622 5,323 3,057 498 4,825 2,559
1954 ... ..... .. 9,793 3,351 1,914 278 3,073 1,636

! Total assets minus intercooperative investments.
2 Total equity capital minus intercooperative investments.

Figure 2

Farmer Marketing and Supply Cooperatives
Financial Structure

Other
liabilities
Borrowed
Capital 24.5
Equity
capital

57.1 57.4

.6
a8 41.7
1954 1962 1970 1976

Figures in bars are percent of total assets at close of fiscal years.

USDA Neg. ESCS 176-80 (2)
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atives in turn may be members of interregional cooperatives with port elevators for
exporting grain.

A cooperative’s investment in these federated and interregional cooperatives is
shown generally as investments in other cooperatives on the balance sheets of the member
cooperatives. Generally, the greater the proportion of investments in other cooperatives
the greater the development of federated or interregional cooperatives. However, some
cooperatives have investments in other cooperatives as a result of joint ventures or busi-
ness transactions between cooperatives, not as a result of the federated organizational
structure. Eliminating the investments in other cooperatives from both sides of the bal-
ance sheet removes the doubling or tripling effect of all intercooperative investment and
leaves net assets and net equity in cooperatives.

At the end of fiscal year 1976, 4,708 cooperatives had intercooperative investments
totaling almost $1.6 billion in other cooperatives. Intercooperative investments were equal
to 8.5 percent of total assets in 1976, with little change for the percentages at the close of
fiscal years ending in 1970, 1962, and 1954, as shown below:

Intercooperative investments
as a percentage of —

Year Total Total equity
assets capital
1976 8.5 20.5
1970 94 20.2
1962 9.4 16.3
1954 8.3 14.5

Intercooperative investments were equal to over 20 percent of total equity capital in
1976 and 1970—an increase from roughly 15 percent in 1962 and 1954.

Table 19—Intercooperative investments of 5,795 farmer marketing and supply cooperatives, by major function
and principal product marketed by the cooperatives, at close of fiscal year 1976

Cooperatives Percentage of total
Major function and principal . Total In.vestments Net asse.ts consisting
With investments in other of investrents
product marketed . assets . assets R
Total in other cooperatives in other
cooperatives cooperatives
------- Number -------  ------- Million dollars - - - - - - - Percent
Farmsupply . ........covieeeeens 2,164 1,774 4,234 578 3,656 13.7
Marketing .. ... .. .iiiiinnen 1,674 1,095 6,482 223 6,259 3.4
Marketing/supply .. ..... ... 1,957 1,839 7,838 785 7,053 10.0
Total .. PR A, L .. 5,795 4,708 18,554 1,586 16,968 8.5
Diversified ............c.. 0.0 28 23 2,934 129 2,805 4.4
Cottonand products . ............. 401 356 691 57 634 8.2
Dairyproducts .. ................ 459 298 1,646 66 1,580 4.0
Fruits and vegetables .............. 364 163 1,890 60 1,830 3.2
Grain, soybeans and products . ....... 2,074 1,953 5,717 677 5,040 11.8
Livestockandwool . .............. 97 43 114 4 110 3.7
Poultry products . ................ 37 18 168 5 163 3.0
Ricel . . . FWE L. . ekl - o et 2T 50 34 228 6 222 2.7
SUGAr . .. e e e 46 14 735 1 734 A
Other ... ...t i 75 32 197 3 194 1.5
Total . . o= st e amem—— 3,631 2,934 14,320 1,008 13,312 7.0
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Intercooperative investments of 5,795 farmer marketing and supply cooperatives at
the close of fiscal year 1976 are shown in table 19 by major function and principal
product marketed. The 2,164 farm supply cooperatives had $578 million of
intercooperative investments, equal to almost 14 percent of total gross assets. The 3,631
marketing and marketing/farm supply cooperatives had about $1 billion of
intercooperative investments, equal to 7 percent of their total gross assets. About two-
thirds of this amount was held by the 2,074 grain and grain/farm supply cooperatives,
which as a group had intercooperative investments equal to almost 12 percent of total
gross assets.

Financial Structure

Cooperatives have traditionally relied heavily on internally generated capital, but
financial data for fiscal year 1976 provide further evidence of the definite and continuing
trend toward an increasing use of borrowed capital (fig. 2). The financial structure of
cooperatives was almost static between 1954 and 1962; members were supplying approxi-
mately 57 percent of the capital for their cooperatives. The members’ share of total capital
had dropped to less than 47 percent, and borrowed capital had increased to almost a
third of total gross assets by the close of fiscal year 1970. The change between 1970 and
1976 was not as pronounced, but equity capital dropped an additional 5 percentage points

to less than 42 percent of total assets, while borrowed capital increased slightly.
' Liabilities other than borrowed capital—accounts payable, proceeds payable, and
deferred and accrued items—accounted for 25 percent of total gross assets in 1976, almost
a 5-percentage-point increase from 1970 when they accounted for less than 21 percent.

Financial Structure by Major Function

Capital requirements and the capital structure of cooperatives varied somewhat
according to the major function or activity of the cooperative—that is, whether they were
engaged in marketing various farm products, bargaining, processing, handling farm
supplies, or in several of these functions.

Combined balance sheet data for 1976 and 1970 for all marketing and supply coop-
eratives, with the cooperatives classified by major function, are shown in table 20.
(Detailed data, previously collected for fiscal years 1962 and 1954, are not included
because the original data for these years are not fully comparable. Maturity-dated patron-
age paper was originally included with equity capital for the 1962 and 1954 studies. All
data for these years included in this report have been adjusted.)

Farm supply cooperatives had combined gross assets of $4.2 billion at the close of
fiscal year 1976, compared with less than $1.7 billion in 1970. Member capital accounted
for just over half of total assets in 1976, 28 percent was borrowed, and other liabilities
accounted for the remaining 21 percent.

Combined assets of all cooperatives engaged primarily in marketing were $6.5 bil-
lion in 1976, compared with $3.1 billion in 1970. In 1976, equity capital accounted for 35
percent of total assets, borrowed capital for 35.5 percent, and other liabilities for 29.5
percent. Other liabilities generally account for a larger percentage of total assets in
marketing cooperatives than in cooperatives handling farm supplies. This is largely
because substantial amounts of proceeds payable to members in settling accounts or
closing pools of the marketing cooperatives appear on the balance sheets as current liabil-
ities until final payment for the products or settlement of pools.

The 1,957 cooperatives marketing farm products and also providing farm supplies
had combined assets of $7.8 billion at the close of their 1976 fiscal years. This compares
with less than $3.7 billion for 2,470 marketing/farm supply cooperatives in 1970. Equity
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Table 20—Selected balance sheet data for farmer marketing and supply cooperatives, by major function
of the cooperatives at close of fiscal years 1976 and 1970'

Percentage of total assets represented by—

Major function and year Cooperatives Total assets Equity Borrowed Other
capital capital liabilities
Number Milligaim "= e s Percent ----«------------
dollars
Farm supply:
1976 ............ 2,164 4,234 50.6 28.3 211
1970 ............ 2,315 1,668 56.4 27.0 16.6
Marketing:
1976 . ... ... ... 1,674 6,482 35.0 35.5 29.5
1970 ............ 2,504 3,138 43.0 31.4 25.6
Marketing/supply:
1976 ............ 1,957 7,838 42.3 33.8 23.9
1970 ... ........ 2,470 3,671 45.2 36.3 18.5
Total
1976 ........... 5,795 18,554 41.7 331 25.2
1970 .. ... . 7,289 8,477 46.6 326 20.8

' These are gross figures, intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity date

are included with borrowed capital. Assets and borrowed capital exclude Commodity Credit Corporation loans to tobacco cooperatives.
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capital of this group of cooperatives accounted for 42 percent of total capital in 1976
compared with 45 percent in 1970. Borrowed capital accounted for almost 34 percent in
1976 and for a little over 36 percent in 1970.

Financial Structure by Principal Products Marketed

The balance sheet structure of cooperatives not only varied by their major functions
but also, for the marketing cooperatives, by the principal products they marketed. The
financial position of cooperatives engaged in marketing farm products is shown separately
in table 21, by principal products marketed, for fiscal years 1976 and 1970.

The 28 diversified cooperatives—those marketing two or more farm products and
also providing farm supplies—had combined assets of $2,934 million in 1976. Equity
capital accounted for 31 percent of the total assets of the 28 cooperatives, borrowed
capital accounted for almost 45 percent, and other liabilities for 24 percent. (This com-
paratively large asset figure for so few cooperatives and its makeup is accounted for pri-
marily by the fact that 98 percent of it was reported by 11 of the largest 100 cooperatives
included in this group. Financial data for the largest 100 are shown separately in section
I1 of this report.)

Members of 401 cotton marketing and ginning cooperatives were supplying only 38
percent of the $691 million capital assets in their cooperatives in 1976. Borrowed capital
accounted for 43 percent of total assets of the cotton cooperatives and other liabilities
accounted for the remaining 19 percent. This represents a substantial change from capital
structure of cotton cooperatives in 1970. In 1970, combined assets of 526 cooperatives
marketing or ginning cotton amounted to $305 million. Members were supplying almost
63 percent of this, only 17 percent was borrowed, and other liabilities accounted for the
other 20 percent.



Table 21—Selected balance sheet data for farmer marketing and marketing/farm supply cooperatives, by principal
products marketed by the cooperatives at close of fiscal years 1976 and 1970"

Percentage of total assets represented by—

Principal product and year Cooperatives Total assets Equity Borrowed Other
capital capital liabilities
Number i i S-S Percent---------------
dollars
Diversified:
1876 ............ 28 2,934 31.0 44.7 24.3
1970 ... ... ... .. 78 1,440 37.6 46.0 16.4
Cotton & products:
1976 ............ 401 691 38.2 43.0 18.8
1970 ............ 526 305 62.6 17.5 19.9
Dairy products:
1976 ............ 459 1,646 35.4 226 42.0
1970 ... ... ... 826 1,138 47.0 20.5 325
Fruits and vegetables
1976 ............ 364 1,890 30.7 44.2 25.1
1970 ............ 475 1,129 32.8 44.6 226
Grain, soybeans, and
products:
1976 ............ 2,074 5,717 46.9 28.4 24.7
1970 ... 2,221 2,217 49.0 32.0 19.0
Livestock and wool:
1976 . ........... 97 114 49,7 19.6 30.7
1970 . ........... 514 72 46.8 28.6 24.6
Poultry products:
1976 . ... .. .smeas . . 37 168 49,2 31.7 19.1
1970 ... .. ...... 74 95 52.4 26.4 21.2
Rice
1976 .. ..o 50 228 384 384 23.2
1970 .. ... iv i 54 135 48.8 21.3 29.9
Sugar products:
1976 ............ 46 735 33.9 41.9 24.2
1970 . ... ... L} ? 2 - ?
Other products:®
1976 . ... .. ..., 75 197 44.5 19.6 35.9
1970 ... .. ..., 206 278 48.2 28.6 23.2
Total
1976 ........... 3,631 14,320 39.0 34.6 26.4
1970 ........... 4,974 6,809 44.2 34.0 21.8

' These are gross figures; intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity date
are included with borrowed capital. Assets and borrowed capital exclude Commodity Credit Corporation loans to tobacco cooperatives.

23ugar cooperatives were included in ‘‘other products’’ classification in 1970.

* Includes cooperatives handling the following products: in 1976—18 tobacco, 17 nuts, 12 dry beans and peas, and 28 other products;
in 1970—63 sugar (including 43 sugar beet bargaining), 28 tobacco, 17 nuts, 13 dry beans and peas, and 85 other products.
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Members of fruit and vegetable marketing cooperatives were supplying a smaller
percentage of the total capital requirements of their cooperatives than were members of
cooperatives marketing other farm products in 1976. This was also true for fruit and vege-
table cooperatives at the time of our 1970 study. The 364 fruit and vegetable marketing
cooperatives had combined assets of $1.9 billion in 1976. Equity capital accounted for less
than 31 percent of this, borrowed capital for over 44 percent, and other liabilities for the
remaining 25 percent.

The 459 dairy cooperatives had total assets in 1976 of over $1.6 billion. Members
were supplying only 35.4 percent of this capital, but less than 23 percent was borrowed.
The remaining 42 percent was in the form of other liabilities, primarily proceeds payable
to members.

Over 57 percent of the 3,631 cooperatives engaged in marketing farm products in
1976 were marketing grain, soybeans, and their products. The 2,074 grain cooperatives
had total assets in 1976 of $5.7 billion. Members supplied 47 percent of this capital, 28
percent was borrowed, and 25 percent was in the form of other liabilities. The solvency
ratios (equity as a percentage of total assets) are substantlal]y higher for grain cooper-
atives than for cooperatives marketing most other major farm products, such as cotton.
dairy, and fruits and vegetables (table 21). The basic financial structure of cooperatives
marketing grain does not differ substantially from that of cooperatives handling farm
supplles (table 20). Seventy-seven percent, or 1,598 of the 2,074 cooperatives marketing
grain in 1976, were combination grain marketing and farm supply cooperatives; and
supply cooperatives have, by their nature, generally exhibited higher financial ratios.

Table 21 also provides comparable data on financial structure for cooperatives
marketing other farm products.

Financial Structure by Farm Credit Districts

Selected balance sheet data for all farmer marketing and supply cooperatives, by
farm credit districts, are shown in table 22 for fiscal years 1976 and 1970. Equity capital
as a percentage of total assets at the close of fiscal year 1976 ranged from a high of
almost 54 percent in the Omaha district to a low of less than 28 percent in the Springfield
disrict.

Borrowed capital as a percentage of total assets averaged 33 percent for all 5,795
U.S. cooperatives at the close of their 1976 fiscal years. The percentage of borrowed
capital was larger than average for cooperatives located in six districts:  St. Louis, Sac-
ramento, Columbia, Springfield, Houston, and New Orleans. Borrowed capital as a
percentage of total assets was lowest in the Omaha and St. Paul districts.

Financial structure for all cooperatives located in a specific district is highly
weighted by the figures for the few large cooperatives operating in each district,as shown
in section II of this report. Equity capital as a percentage of total assets was largest for
the cooperatives located in the Omaha and Wichita districts, but only 5 of the 100 largest
cooperatives were located in these two districts combined. Many of the large regional
cooperatives operate in two or more districts, but the figures are counted only in the
district where each cooperative is headquartered. _

A comparison of cooperatives, by farm credit districts, with percentages of total
gross assets and equity capital owned by cooperatives located in each district, are shown
in table 23 for fiscal years 1976, 1970, and 1962.

The St. Louis district, with 490 cooperatives and $3.6 billion in assets in 1976,
accounted for the largest portion of total assets, followed closely by the St. Paul district,
with 1,474 cooperatives and $3.3 billion in assets. These two districts accounted for a
third of all active cooperatives in 1976, and for 37 percent of total assets and total equity



Table 22—Selected balance sheet data for farmer marketing and supply cooperatives, by farm credit districts,
at close of fiscal years 1976 and 1970"

Percentage of total assets represented by—
Principal product and year Cooperatives Total assets R
Equity Borrowed Other
capital capital liabilities
Number Miliion = = S| venmmt st Percent --«-«-e-ccccnns
dollars

Springfield:

1976 ............ 278 1,139 27.8 374 34.8

1970 ... ... 388 650 34.0 43.7 22.3
Baltimore:

1976 ............ 208 500 47.1 29.5 23.4

1970 ... .. ... 343 315 49.8 31.7 18.5
Columbia:

1976 ............ 204 1,139 371 38.4 245

1970 ... ... ... 209 494 44.7 35.0 20.3
Louisville:

1976 ............ 452 1,371 44.2 30.2 25.6

1970 .. .......... 532 660 44.1 36.5 19.4
New Orleans

1976 ............ 272 841 41.0 34.7 243

1970 ... ... . ... 269 340 46.8 37.9 15.3
St. Louis:

1976 .. ... . ... 490 3,586 35.9 41.8 22.3

1970 ............ 593 1,186 42.8 36.3 20.9
St. Paul:

1976 .. ... ... 1,474 3,300 47.9 25.2 26.9

1970 ... ... .. ..., 1,998 1,588 55.5 23.1 21.4
Omaha

1876 ............ 930 1,712 53.9 23.2 229

1970 ... ... ... ... 1,094 745 52.8 27.8 19.4
Wichita:

1976 ............ 473 1,266 50.5 28.9 20.6

1970 ............ 552 575 52.3 30.6 17.1
Houston:

1976 ............ 368 877 43.3 35.6 21.1

1970 ... ... ... .. 479 460 49.6 27.8 22.6
Sacramento:

1976 .. ... ... . omEe 287 1,993 32.8 39.3 27.9

1970 ............ 368 990 41.2 34.0 24.8
Spokane:

1976 . T, . o T 359 830 40.9 29.4 29.7

1970 ... ..o 464 474 38.2 40.7 211

U.S. total:

1976 . .......... 5,795 18,554 41.7 33.1 25.2
1970 .= . 1) oLt 7,289 8,477 46.6 32.6 20.8

! These are gross figures, intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity dat
are included with borrowed capital. Assets and borrowed capital exclude Commodity Credit Corporation loans to tobacco cooperative
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capital. Several of the largest cooperatives have headquarters in these districts.
Intercooperative investment is also a major factor.

Table 23—Number of farmer marketing and supply cooperatives and percentage of total assets and equity capital represented

by cooperatives with headquarters located in each farm credit district, for fiscal years 1976, 1970 and 1962!

) Total number of . .
Cooperatives 3 Total assets Total equity capital
cooperatives

Farm credit district

1976 1970 1962 1976 1970 1962 1976 1970 1962 1976 1970 1962
Number = el Percent----«-c-eemmomaea
Springfield ....... 278 388 551 4.8 5.3 6.5 6.2 7.7 7.0 4.1 5.6 5.9
Baltimore ........ 208 343 449 3.6 4.7 5.3 2.7 3.7 5.1 3.0 4.0 5.4
Columbia ........ 204 209 232 3.5 2.9 2.7 6.1 5.8 5.5 5.5 5.6 4.6
Louisville . ....... 452 532 581 7.8 7.3 6.8 7.4 7.8 8.0 7.8 7.4 8.4
New Orleans ...... 272 269 226 4.7 3.7 2.6 4.5 4.0 2.8 4.5 4.0 2.9
St.louis ......... 490 593 727 8.5 8.1 8.5 19.3 14.0 11.0 16.6 12.9 9.7
St.Paul ......... 1,474 1,998 2,388 254 27.4 28.0 17.8 18.7 19.2 204 22.3 20.3
Omaha .......... 930 1,094 1,260 16.0 15.0 14.8 9.2 8.8 8.8 12.0 9.9 9.7
Wichita .......... 473 552 628 8.2 7.6 7.4 6.8 6.8 7.4 8.3 7.6 8.5
Houston ......... 368 479 493 6.3 6.6 5.8 4.7 5.4 4.2 4.9 5.8 4.8
Sacramento . ...... 287 368 454 5.0 5.0 5.3 10.8 11.7 13.7 8.5 10.3 12.6
Spokane ......... 359 464 533 6.2 6.4 6.3 4.5 5.6 7.3 4.4 4.6 7.2
US.total ....... 5,795 7,288 8,522 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

! These are gross figures; intercooperative investments have not been eliminated.

28

Condensed Balance Sheet Information

Condensed balance sheet information is included in this report for the fiscal year
ending in 1976 only. In the most recent previous survey, for fiscal year 1970, comparable
balance sheet data were not collected. Condensed balance sheet data collected for the fis-
cal year ending in 1962 are not comparable without adjustments because maturity-dated
patronage paper was included with equity capital for the 1962 study. All basic balance
sheet data for fiscal year 1962 included in this report have been adjusted.

The financial structure of farmer cooperatives, as shown by combined balance sheet
data for the 5,795 cooperatives, for fiscal years ending in 1976 is presented in figure 3.

Total gross assets of the 5,795 cooperatives at the close of the fiscal year were
$18,554 million. Current assets accounted for 54 percent of this total. Fixed assets
(reported at cost less depreciation) accounted for 32 percent; investments and other
miscellaneous capital accounted for the other 14 percent.

Combined net worth, or equity capital, of the cooperatives at the close of the fiscal
year was $7,727 million, representing almost 42 percent of total assets. Current liabilities
totaled $7,251 million, or 39 percent of total assets; term liabilities of $3,576 million
accounted for the remaining 19 percent.

Net working capital of the cooperatives (current assets less current liabilities)
amounted to $2,758 million. The ratio of current assets to current liabilities (current ratio)
was 1.38 to I.

Condensed balance sheet data for the cooperatives for fiscal year 1976 are shown in
table 24 by major function and Federal income tax status of the cooperatives. Of the
5,795 cooperatives, 2,475 were operating under section 521 of the Internal Revenue Code
and 3,320 were not. Combined assets of the 2,475 cooperatives with section 521 status
amounted to $5.5 billion. The remaining 3,320 cooperatives had $13 billion of assets.



Figure 3
Condensed Balance Sheet Data for 5,795 Farmer Cooperatives

Total gross assets $18,554 million

Other assets

Equity capital

Fixed assets

19.3 Term liabilities
Current assets 53.9
39.0 Current liabilities
Data are for the close of fiscal year 1976. % of total assets
USDA Neg. ESCS 177-80 (2)

There was little difference in the proportion of current, fixed, and other assets for the two
income tax groups, but the section 521 cooperatives had a higher percentage of total
assets represented by current liabilities and a correspondingly lower percentage
represented by term liabilities. Both groups had approximately 42 percent of their total
assets represented by net worth or equity capital.

Condensed Balance Sheet
Information by Major Function

Table 24 shows condensed balance sheet data for the 5,795 cooperatives at the close
of their 1976 fiscal years by major function.

The 2,164 primarily farm supply cooperatives had combined assets of $4,234
million. Current assets accounted for almost 48 percent of the total assets. Fixed assets
accounted for nearly 34 percent, and investments and other miscellaneous capital
accounted for the other 18 percent.

Combined net worth or equity capital of the 2,164 farm supply cooperatives
exceeded $2,143 million. This represented almost 51 percent of total assets of the cooper-
atives. Current liabilities amounted to $1,239 million, or 29 percent of total assets. Term
liabilities of $851 million accounted for the remaining 20 percent of total assets.

Net working capital of the farm supply cooperatives amounted to approximately
$779 million. The current ratio was 1.63 to 1.

The 1,674 primarily marketing cooperatives had combined assets of $6,482 million
at the close of the fiscal year. Member capital accounted for 35 percent of this total, cur-
rent liabilities for 48 percent, and term liabilities for the other 17 percent.
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Table 24—-Condensed balance sheet data for 5,795 farmer marketing and supply cooperatives, by major function

and income tax status of the cooperatives, at close of fiscal year 1976

Percentage of total assets represented by—
Major functions and income Cooper- Total assets

tax status atives Current Fixed Other Current Term Equity

assets assets assets liabilities liabilities capital

Number Mifon e Percent ------«vocacecencaeaanan

dollars

Farmsupply ......... 2,164 4,234 47.7 33.7 18.6 29.3 20.1 50.6
Section 521 ........ 708 635 55.7 21.2 23.1 33.8 7.8 58.4
Nonsection 521 .. ... 1,456 3,599 46.3 35.9 17.8 28.5 22.3 49.2
Marketing .......... 1,674 6,482 57.6 331 9.3 48.0 17.0 35.0
Section 521 ........ 1,135 3,346 57.0 33.6 9.4 49.3 16.3 344
Nonsection 521 .. ... 539 3,136 58.2 32.6 . 9.2 46.6 17.8 35.6
Marketing/supply ... .. 1,957 7,838 54.3 30.7 15.0 37.0 20.7 423
Section 521 ........ 632 1,516 55.0 28.2 16.8 356.1 15.3 49.6
Nonsection 521 . .... 1,325 6,322 54.2 313 14.5 37.5 22.0 40.5
Total ............ 5,795 18,554 53.9 32.2 13.9 39.0 19.3 41.7
Section 521 .. ..... 2,475 5,497 56.3 30.7 13.0 43.6 15.0 41.4
Nonsection 521 . ... 3,320 13,057 53.0 32.9 14.1 37.2 211 41.7

—————————
! These are gross figures, intercooperative investments have not been eliminted. All certificates fixed as to amount and maturity date

are included with liabilities. Assets and liabilities exclude Commodity Credit Corporation loans to tobacco cooperatives.
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Fixed assets of the 1,674 marketing cooperatives amounted to 33 percent of total
assets. Current assets totaled $3,733 million, almost 58 percent of total assets, and
investments in other cooperatives and miscellaneous assets accounted for the other 9
percent.

The current ratio of the 1,674 marketing cooperatives was 1.20 to 1. The net work-
ing capital amounted to $623 million.

The 1,957 cooperatives engaged in both marketing and farm supply activities had
total assets of $7,838 million. Current assets accounted for 54 percent of this total, fixed
assets for 31 percent, and investments and other miscellaneous assets for 15 percent.

Member capital of the 1,957 marketing/farm supply cooperatives amounted to 42
percent of total assets. Current liabilities were 37 percent and term liabilities almost 21
percent.

Net working capital of this group of marketing/farm supply cooperatives amounted
to $1,356 million. The current ratio was 1.47 to 1.

All three major functional groups of cooperatives had about one-third of their total
assets in fixed assets at the close of fiscal year 1976. The farm supply group of cooper-
atives contained several large fertilizer manufacturing cooperatives. This produced a
relatively high proportion of fixed assets and low proportion of current assets for all farm
supply cooperatives. Those farm supply cooperatives engaged only in distribution of
supplies had proportionately lower fixed assets and more current assets.

The marketing cooperatives had a lower percentage of their assets in the other
assets category. Investments, primarily investments in other cooperatives, are the chief
component of other assets. The marketing cooperatives, except those marketing grain, do
not tend to jointly own facilities with other cooperatives.



The condensed balance sheet data presented in table 24 are shown by both major
function and Federal income tax status of the cooperatives.

The financial structure of the 1,135 primarily marketing cooperatives with section
521 tax status did not differ significantly from the structure of the 539 marketing cooper-
atives without section 521 status.

However, the primarily farm supply cooperatives and the combination
marketing/farm supply group operating under section 521 had a substantially smaller
proportion of their total assets represented by term liabilities and a larger proportion
represented by net worth or equity capital.

Several large cooperatives engaged in supply manufacturing (with relatively high
proportions of fixed assets) and several large diversified marketing/farm supply cooper-
atives (with relatively higher term debt and lower net worth in their financial structure)
were operating without section 521 tax status, and contributed significantly to the
differences between the two tax groups of cooperatives shown in table 24. Comparable
data for the 100 largest cooperatives, covered in section II of this report, show the impact
of these large cooperatives on the percentages for all cooperatives.

Condensed Balance Sheet Information
By Principal Products Marketed

Condensed balance sheet data at the close of fiscal year 1976 are shown in table 25
for 3,631 marketing and marketing/farm supply cooperatives by principal product
marketed. Current assets ranged from 40 percent of total assets for the sugar cooperatives
to over 60 percent for the dairy and special crops cooperatives. Fixed assets ranged from
about 25 percent of total assets for the livestock and wool and special crops groups to
almost 57 percent for the sugar group.

Current liabilities as a percentage of total assets varied from about 36 percent for
the highly diversified and the poultry cooperatives to almost 50 percent for the cooper-
atives handling fruits and vegetables and dairy products. Term liabilities varied all the
way from roughly 11 percent for the cooperatives handling grain, livestock and wool, and
other products to almost 33 percent for the highly diversified cooperatives.

The condensed balance sheet figures presented in table 25 are based on total figures
for all 3,631 cooperatives engaged in marketing in 1976. The 100 largest cooperatives
accounted for a major portion of the total assets in some of the commodity groups, thus
the averages are heavily weighted by these few cooperatives. Section 11 provides separate
data for the 100 largest cooperatives.

Condensed balance sheet data are also presented in table 25 for the 3,631 cooper-
atives based on federal income tax status of the cooperatives in 1976. As already indicated
in earlier discussions, the large cooperatives account for much of the difference between
the cooperatives operating under section 521 and those without section 521 status. Section
I provides a comparison between the 100 largest cooperatives and all other cooperatives
by tax status.

Condensed Balance Sheet Information
By Farm Credit Districts

Condensed balance sheet data for the 5,795 farmer marketing and supply cooper-
atives are shown in table 26 for fiscal year 1976 by farm credit districts.

Current assets as a percentage of total assets ranged from around 45 percent in the
St. Louis, New Orleans, and Houston districts to 63 and 65 percent, respectively, in the
Springfield and Sacramento districts. Fixed assets ranged from around 25 percent in the
Louisville district to 41 percent in the New Orleans and St. Louis districts.



Table 25—Condensed balance sheet data for 3,631 farmer marketing and marketing/supply cooperatives, by principal
product marked and income tax status of the cooperatives at close of fiscal year 1976

Percentage of total assets represented by—
Principal product and Cooper-
income tax status atives HOtalassSE Current Fixed Other Current Term Equity
assets assets assets liabilities liabilities capital
Number Million . Percent-------ccemcmaaaaa L
dollars
Diversified .......... 28 2,934 55.8 33.3 10.9 36.4 326 31.0
Section 521 ........ 14 541 60.0 26.0 14.0 37.5 23.4 39.1
Nonsection 521 .. ... 14 2,393 54.9 34.9 10.2 36.1 34.7 29.2
Cotton and products . .. 401 691 53.4 33.1 13.5 48.1 13.7 38.2
Section 521 ........ 296 579 55.5 31.3 13.2 49.1 14.1 36.8
Nonsection 521 .. ... 105 112 429 42,6 14.5 43.4 11.5 45.1
Dairy products . ...... 459 1,646 61.4 28.1 10.6 48.3 16.3 35.4
Section 521 . ....... 386 904 61.6 27.6 10.8 52.2 144 33.4
Nonsection 521 ..... 73 742 61.2 28.7 10.1 43.5 18.6 37.9
Fruits and vegetables . .. 364 1,890 59.5 31.3 9,2 49,9 194 30.7
Section 521 ........ 242 1,021 53.6 35.2 11.2 43.9 21.8 34.3
Nonsection 521 . ... . 122 869 66.5 26.6 6.9 56.9 16.6 26.5
Grain, soybeans, and
products ........... 2,074 5,717 55.1 28.8 16.1 40.3 12.8 46.9
Section 521 ........ 635 1,059 54.4 30.9 14.7 38.6 10.6 50.8
Nonsection 521 .. ... 1,439 4,658 556.3 28.3 16.4 40.7 13.3 46.0
Livestock and wool . ... 97 114 56.0 24.6 19.4 39.5 10.8 49.7
Section 521 ........ 67 70 61.3 19.0 19.7 47.0 134 39.6
Nonsection 521 .. ... 30 44 47.7 334 18.9 27.8 6.7 65.5
Poultry products ...... 37 168 59.2 29.0 11.8 36.6 14.2 49.2
Section 521 ........ 15 52 60.2 28.2 11.6 19.1 8.9 72.0
Nonsection 521 .. ... 22 116 58.7 29.4 11.9 44.4 16.5 39.1
Rice .............. 50 228 45,7 46.6 7.7 39.8 21.8 38.4
Section 521 ........ 38 219 46.2 46.4 7.4 40.5 22.3 37.2
Nonsection 521 ..... 12 9 324 50.8 16.8 21.7 9.3 69.0
Sugar products ....... 46 735 40.2 56.8 3.0 39.5 26.6 33.9
Section 521 ........ 29 272 52.2 46.1 1.7 62.1 8.8 29.1
Nonsection 521 .. ... 17 463 33.1 63.1 3.8 26.2 37.0 36.8
Other products®* ...... 75 197 69.0 25.4 5.6 43.6 11.9 44.5
Section 521 . ....... 45 145 69.1 26.3 4.6 45.4 10.9 43.7
Nonsection 521 .. ... 30 52 68.6 229 8.5 38.6 14.6 46.8
Total marketing and
marketing/supply ... 3,631 14,320 55.8 31.8 124 42.0 19.0 39.0
Section 521 ..... 1,767 4,862 56.4 31.9 11.7 449 15.9 39.2
Nonsection 621 ... 1,864 9,458 55.5 31.8 12.7 40.5 20.6 38.9

! These are gross figures; intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity dat
are included with liabilities. Assets and liabilities exclude Commodity Credit Corporation loans to tobacco cooperatives.
2 Includes cooperatives handling the following products: 18 tobacco, 17 nuts, 12 dry beans and peas, and 28 other products.
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Table 26—Condensed balance sheet data for 5,795 farmer marketing and supply cooperatives, by farm credit districts
and income tax status of the cooperatives, at close of fiscal year 1976

Percentage of total assets represented by—
Farm credit district and Cooper- Total asset
income tax status atives £ SesEis Current Fixed Other Current Term Equity
assets assets assets liabilities liabilities capital
Million

Number doliss o TTTUToUmawarEe -t Percent ---------cce---aaoaann

Springfield .......... 278 1,139 65.4 271 7.5 41.9 30.3 27.8
Section 521 ........ 107 463 58.3 32.9 8.8 48.1 35.3 16.6
Nonsection 521 ..... 171 676 70.3 23.1 6.6 37.7 26.9 35.4
Baltimore ........... 208 500 56.5 28.9 14.6 32.5 204 47.1
Section521 ........ 144 220 68.1 32.7 9.2 371 15.2 a47.7
Nonsection 521 . .... 64 280 55.4 25.8 18.8 28.8 245 46.7
Columbia ........... 204 1,139 57.2 30.8 12.0 43.2 19.7 371
Section 521 ........ 129 521 57.3 27.5 15.2 37.3 184 44.3
Nonsection 521 . .... 75 618 57.2 33.6 9.2 48.1 20.8 31.1
Louisville . .......... 452 1,371 59.8 25.5 14.7 42,5 - 13.3 44.2
Section 521 ........ 251 448 55.9 31.0 13.1 38.3 11.0 50.7
Nonsection 521 ... .. 201 923 61.7 22.7 15.6 44.5 145 41.0
New Orleans . ........ 272 841 45.9 41.5 12,6 33.1 25.9 41.0
Section 521 ........ 181 337 57.0 18.9 24.1 40.1 16.7 43.2
Nonsection 521 . .... 91 504 38.4 56.7 4.9 28.4 32.0 39.6
St.Louis ........... 490 3,686 45.1 41.3 13.6 32.0 32.1 35.9
Section521 ........ 150 346 51.8 40.1 8.1 41.9 18.4 39.7
Nonsection 521 ..... 340 3,240 44 .4 41.4 14.2 30.9 33.6 35.5
St.Paul ............ 1,474 3,300 54.8 28.2 17.0 40.0 121 47.9
Section521 ........ 611 784 52.9 29.3 17.8 43.8 9.0 47.2
Nonsection 521 ... .. 863 2,516 55.4 27.9 16.7 38.8 131 48.1
Omaha ............ 930 1,712 51.0 30.5 18.5 33.5 126 53.9
Section521 ........ 219 380 54.8 29.7 15.5 38.7 8.6 52.7
Nonsection 521 ... .. 711 1,332 49.9 30.7 19.4 32.1 13.6 54.3
Wichita ............ 473 1,266 54.4 30.7 14.9 39.5 10.0 50.5
Section521 ........ 60 46 46.6 34.5 189 23.9 13.1 63.0
Nonsection 521 .. ... 413 1,220 54.7 30.5 14.8 40.1 9.9 50.0
Houston ........... 368 877 45.8 375 16.7 35.9 20.8 43.3
Section521 ........ 256 454 37.6 45.8 16.6 29.2 24.0 46.8
Nonsection 521 .. ... 112 423 54.6 28.6 16.8 43.2 17.3 39.5
Sacramento . ........ 287 1,993 63.3 29.5 7.2 52.5 14.7 32.8
Section521 ........ 227 1,184 66.0 26.1 7.9 55.9 9.4 34.7
Nonsection 521 ..... 60 809 59.4 34.6 6.0 47.5 22.5 30.0
Spokane ........... 359 830 57.1 29.0 13.9 42.9 16.2 409
Section521 ........ 140 314 57.9 32.6 9.5 47.6 11.1 41.3
Nonsection 521 . .... 219 516 56.7 26.8 16.5 40.0 19.3 40.7
US.total ......... 5,795 18,554 53.9 32.2 13.9 39.0 19.3 41.7
Section 521 ....... 2,475 5,497 56.3 30.7 13.0 43.6 15.0 41.4
Nonsection 521 . ... 3,320 13,057 53.0 32.9 14.1 37.2 211 41.7

! These are gross figures, intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity date
are included with liabilities. Assets and liabilities exclude Commodity Credit Corporation loans to tobacco cooperatives.
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Current liabilities were equal to about a third of total assets in the St. Louis, Bal
timore, New Orleans, and Omaha districts, and to over one-half in the Sacramentc
district. Term liabilities ranged from 10 to 12 percent in the Wichita, St. Paul, anc
Omabha districts to over 30 percent in the St. Louis and Springfield districts.

As indicated earlier, many of these differences in financial structure are accounte:
for to a great degree by location of the headquarters of large cooperatives. Section I
provides comparable data for the 100 largest cooperatives.

Condensed balance sheet data are also shown in table 26 based on income tax sta
tus of the cooperatives in each farm credit district. Considerable variation existed in 197
in the balance sheet components of cooperatives operating under section 521 and thos
without section 521 status. These differences were largely due to variation in types ant
size of cooperatives in each district. The 100 largest cooperatives and their tax status wer
a major factor.

Frequency Distribution by Size of Assets

A frequency distribution of the 5,795 marketing and supply cooperatives by size o
assets at the close of their 1976 fiscal year is shown by major function of the cooperative
in table 27. This table also shows frequency distribution by size of assets for the 3,63
cooperatives engaged in marketing, including 1,957 that were marketing farm product
and also handling farm supplies.

Four percent of the 5,795 cooperatives had assets of less than $100,000. Fourtee
percent had assets of less than $500,000 and 24 percent had assets amounting to less tha
$1 million. Over 42 percent of the cooperatives had assets of $| million but less than §
million, and nearly 19 percent had assets of $5 million but less than $10 million. Anothe

Table 27—Frequency distribution of farmer marketing and supply cooperatives by size of assets, by major function
and principal product marketed by the cooperatives, at close of fiscal year 1976

Total assets categories

Major functions and principal Cooper- $100
product marketed atives | Less than | $100,000- | $500,000- | $1-$4.9 | $5-$9.9 | $10-$24.9 | $25-$99.9 s
$100,000 | $499,999 | $999,999 | million | million million million .t
and over
Number «----ccseecceerie i Percent---------e-cecmmmaaaaaao s
Major function:
Farmsupply ............ 2,164 1.0 6.7 10.6 49.5 171 12.9 1.9 0.3
Marketing . ............ 1,674 12.5 19.1 12.2 35.2 116 5.5 3.2 .8
Marketing/farm supply ... .. 1,957 4 6.4 6.6 40.1 26.8 16.6 2.6 .5
Total . .............. 5,795 4.1 10.2 9.7 42.2 18.8 12.0 25 .5
Principal product marketed:
Diversified ............. 28 3.6 21.5 7.1 17.9 7.1 741 21.4 14.3
Cotton and products . ..... 401 3.2 34.7 26.1 31.8 1.8 1.0 7 7
Fruits and vegetables ... ... 364 10.1 26.0 11.2 35.2 9.8 2.2 4.7 .8
Grain ... 2,074 .3 1.4 3.4 43.7 30.4 17.9 26 .3
Dairy products .. ........ 459 19.7 25.2 18.3 23.6 5.1 4.4 3.0 7
Livestock and wool ....... 97 40.2 15.0 7.2 32.7 1.3 3.6 0 0
Rice ................. 50 7.4 19.5 13.8 49.3 2.0 2.0 6.0 0
Poultry ............... 37 9.7 8.8 7.0 43.9 17.1 13.5 0 0
Sugar products ... ....... 46 42.2 7.8 2.2 15.2 8.7 8.7 109 4.3
Other ................ 75 6.3 37.6 18.3 25.1 10.0 0 2.7 0
Jotal ............... 3,631 6.0 12.3 9.2 37.8 19.8 11.5 2.8 .6




12 percent of the cooperatives had assets of $10 million but less than $25 million, leaving
only 3 percent of the 5,795 cooperatives with assets of $25 million or over in 1976.

Table 28 shows a comparison of frequency distribution of farmer marketing and
supply cooperatives by size of assets at close of fiscal years 1976 and 1962. A total of 510
livestock and wool cooperatives were included in the 1962 study compared with only 97 in
1976. Livestock shipping associations and county wool pools (generally with very small
amounts of assets) were excluded from the 1976 study. Over 90 percent of the 510
livestock and wool cooperatives included in the 1962 study had assets of less than
$100,000. The omission of the shipping associations and county wool pools in 1976
accounted for a substantial portion of the change in percentage of cooperatives with
assets of less than $100,000. Forty percent of the 97 livestock and wool cooperatives
remaining in the study in 1976 reported assets of less than $100,000. Many of these were
involved only in pooling of livestock and livestock products, or were sales agencies or
commission companies with limited capital requirements.

Three to four percent of the 3,631 marketing cooperatives were engaged primarily
in bargaining for dairy products, sugar beets, or fruits and vegetables in 1976. Capital
requirements of strictly bargaining cooperatives are very limited. Therefore, a vast
majority of these cooperatives also fall in the “less than $100,000” asset size category.

Size of assets when the 5,795 cooperatives were classified by major function is
shown in the upper portion of table 27. Only | percent of the 2,164 primarily farm supply
cooperatives had assets of less than $100,000 and 18 percent had assets of less than $1
million. These figures compare with nearly 13 percent of the 1,674 primarily marketing
cooperatives with assets of less than $100,000 and 44 percent with assets of less than $1
million. The 1,957 marketing/farm supply cooperatives averaged the largest assets. Only
0.4 percent of this group (composed primarily of grain/farm supply cooperatives) had
assets of less than $100,000 and only 13 percent had assets of less than $! million.

A frequency distribution of the 5,795 cooperatives, by size of assets at the close of
their 1976 fiscal years, is shown by farm credit districts in table 29. Percentage of the
cooperatives in each district with assets amounting to less than $100,000 ranged from less
than 1 percent in the Omaha district to 13 and 15 percent respectively in the Baltimore
and Springfield districts. Percentages with assets of less than $1 million ranged from a
low in the Omaha district of less than 5 percent to a high in the Houston district of over

Table 28—Comparison of frequency distribution of farmer marketing and supply cooperatives, by size of assets
at close of fiscal years 1976 and 1962

Cooperatives with assets of specified size?
Size of assets

1976 1962

------------ Percent - ---------..

Less than $100,000 ............... 4.1 31.2
$100,000$499,999 ............... 10.2 47.8
$600,000-$999,999 ............... 9.7 125
$1-$9.9 million . ................. 61.0 7.6
$108249 million ................ 12.0 .6
$25 millionandover .............. 3.0 .3
Total ........ .. ... .. 100.0 100.0

! Livestock shipping associations and county wool pools were excluded from the study in 1976. A total of 5§10 livestock and woc
cooperatives were included in the study of 1962 compared with only 97 in 1976. Over 90 percent of the 510 livestock and wot
cooperatives included in the 1962 study had assets of less than $100,000.

2 There were 6,795 cooperatives in 1976 and 8,522 in 1962.
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Table 29—Frequency distribution of 5,795 farmer marketing and supply cooperatives, by size of assets,
by farm credit districts, at close of fiscal year 1976

Total assets categories

Farm credit district (2T $100
atives  |Less than | $100,000- | $500,000- | $1-$4.9 | $5-59.9 {$10-$24.9] $25-99.9 | *'"
100,000 $499,999 | $999,999 | mitlion | million | mitiion | million | ™07
and over
Number ------cecmmmm i Percent----«-cocncnenniiii
Springfield ... ... .. ... ... 278 16.1 14.5 14.7 47.1 5.7 0.7 1.8 0.4
Baltimore .. ............. 208 13.3 105 11.8 53.0 46 5.4 9 5
Columbia ... .ooorn ... 204 8.0 13.6 14.2 51.0 5.4 3.5 3.9 5
Lovisville « . oo 452 5.3 65 9.2 524 166 8.5 9 6
New Orleans . ............ 272 35 14.6 8.4 573  11.7 3.4 7 4
S LOUIS «ovvennn.. 490 5.9 8.2 8.7 447 219 8.2 1.4 1.0
SLPAUl . 1,474 2.3 8.2 8.8 284  27.2 22.4 2.4 3
Omaha ..o 930 6 2.0 19 429 263 20.4 5.9 0
Wichita oo, 473 1.3 13.8 0.8 418 238 8.7 2 6
HOUStON .+ oo voee s 368 4.0 23.7 23.7 41.2 3.6 1.6 1.4 8
Sacramento .. ........... 287 5.3 21.7 13.6 40.0 9.3 3.1 49 2.1
Spokane ..., 359 45 10.7 1.5 576  10.6 3.4 1.7
US.total ..o 5,795 4.1 10.2 9.7 422 188 12.0 2.5 5
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51 percent. Percentage of cooperatives with assets amounting to $25 million and ove
ranged from less than 1 percent in the Wichita district to almost 7 percent in the Sacra
mento district.

Equity Capital

Equity or risk capital provides the necessary element of ownership and control tha
all business enterprises need. It serves as a buffer for creditors should the business suffe
operating losses or experience a shrinkage in asset value.

Combined equity capital of the 5,795 farmer marketing and supply cooperatives a
the close of fiscal year 1976 amounted to $7,727 million. This compares with $3,95
million in 1970, with $3,057 million in 1962, and $1,914 million in 1954. These are al
gross figures, since many of the cooperatives had intercooperative investments.

When intercooperative investments were eliminated, as shown in table 18, ne
equity capital was $6,141 million for 1976, $3,154 million for 1970, almost $2,559 millio
for 1962, and $1,636 million for 1954. No capital certificates fixed as to amount an
maturity date are included in these equity capital figures. The above equity capital figure
resulting from studies for 1962 and 1954 have been adjusted to exclude all maturity-date«
certificates issued as a result of patronage and originally classified as equity capital.

Earlier studies showed estimates of farmers’ net equities in their marketing an
farm supply cooperatives as $1,148 million in 1949 and $1,298 million in 1950.

These estimates of farmers’ equities in their marketing and farm supply cooper
atives do not represent identical associations for each year. Rather, they represent the
total equity capital in all marketing and farm supply cooperatives at the time the studie:
were made. Each year new cooperatives are formed and others disappear as cooperative:
go out of business due to consolidations, mergers, or unsuccessful operations. (Livestoc}
shipping associations and county wool pools were excluded from the study for 1976



These cooperatives have very limited capital requirements and would have minimal effect
on the total dollar figures in any year.)

Between 1949 and 1950, farmers’ net equities in their marketing and farm supply
cooperatives increased by about 13 percent. From 1950 to 1954, using 1950 as a base,
they increased by 26 percent, or an average annual increase over the 4-year period of 6.5
percent.

Between 1954 and 1962, using 1954 as a base, farmers’ net equities increased by 56
percent, or an average annual increase for the 8-year period of 7 percent.

Between 1962 and 1970, using 1962 as a base, farmers’ net equities increased by
only 23 percent—an average annual increase of less than 3 percent.

Between 1970 and 1976, using 1970 as a base, farmers’ net equities increased by
almost 95 percent. This means an average annual increase for the 6-year period of almost
16 percent. During the same 6-year period (1971-76) net assets increased from $7,681
million to $16,968 million, an increase of almost 121 percent (table 18). These figures have
not been adjusted for inflation during the periods involved.

Types and Amounts of Equity Capital

Types and amounts of equity capital reported by the 5,795 farmer marketing and
supply cooperatives at the close of fiscal year 1976 are shown in table 30 by major func-
tion of the cooperatives and by federal income tax status. Comparable data are included
in table 30 for 7,289 cooperatives for fiscal year 1970, but data on income tax status is
not available for 1970.

Over 34 percent of total equity capital in 1976, amounting to $7.7 billion, was in
the form of capital stock—common and preferred. Another 51 percent consisted of certifi-
cates of equity and capital credits. Unallocated reserves accounted for the remaining 15
percent of total equity capital.

Some nonstock cooperatives issued membership certificates to qualified farmers to
denote membership and voting rights. Less than one-half of | percent of total equity
capital was in the form of such certificates, however.

Common stock is generally used as the voting or membership stock by cooperatives
organized with capital stock. Very definite limitations regarding ownership, transfer,
surrender, cancellation, and loss of voting power are usually included in the articles of
incorporation and printed on voting stock certificates. This is because ownership and
control must remain with farmer members if an association is to qualify as a farmer coop-
erative under the Capper-Volstead Act and various State cooperative statutes.

Funds derived from sale of voting stock are generally of nominal importance.
Therefore, many stock cooperatives issue one or more classes of nonvoting capital stock-
either common or preferred—to acquire additional member capital. State cooperative and
corporation laws vary, so there is no uniform system of classification. Therefore, non-
voting capital stock classified as common by one cooperative may be essentially the same
as that classified as preferred by another.

Qualified and nonqualified certificates of equity and capital credits are defined in
appendix B. Capital credits include members’ or patrons’ equity reserves allocated on the
books of the cooperatives without issuance of certificates. However, patrons are notified
of their qualified allocated credits and must treat them as income in the year the credits
are issued to them.

The relative importance of various types of equity capital used by farmer cooper-
atives has changed somewhat since 1954 (fig. 4). Over the 23-year period (1954-76) the
percentage of total equity capital represented by capital stock dropped from 45 percent to
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Table 30—Types and amounts of equity capital outstanding in farmer marketing and supply cooperatives, by major function

and income tax status of the cooperatives, at close of fiscal years 1976 and 1970'

Percentage of total equity capital represented by—
Major function, year Total Certificates of equity
and income tax status Cooperatives equllty Common | Preferred Mem.b.e fEhip and capital credits Unallocatec
capital certificates
stock stock (nonstock) reserves
Qualified | Nonqualified
Number Million . Percent - ----vcevemcennnino
dollars
Farm supply:

1976 . ... i 2,164 2,143 21.3 31.7 0.3 28.2 0.8 17.7
Section521 ........... 708 370 10.1 10.8 3 61.6 2.6 14.6
Nonsection 521 ........ 1,456 1,773 23.7 36.0 2 21.3 4 18.4

1970 ... it e e 2,315 941 58.2 H H 26.3 s 16.5

Marketing:

1976 ... it i 1,674 2,268 10.0 13.2 6 67.9 2.4 5.9
Section 521 ,.......... 1,135 1,153 6.2 12.0 2 76.5 1.4 3.7
Nonsection 521 ........ 539 1,115 13.8 14.4 1.0 59.0 3.6 8.2

1970 ... i 2,504 1,350 23.4 2 3 71.1 3 5.5

Marketing/supply:

1976 .. ... i 1,957 3,316 17.4 12.6 4 49.5 4 19.7
Section521 ........... 632 752 6.4 10.1 2 74.6 2 8.5
Nonsection 521 ,....... 1,325 2,564 20.6 13.3 .5 421 5 23.0

1970 .. ..o e 2,470 1,659 36.6 2 3 46.1 B 17.3

Total:

1976 ............... 5,795 7,727 16.3 18.1 4 49.0 1.1 16.1
Section 521 ......... 2,475 2,275 6.9 1.1 .2 73.5 1.2 7.1
Nonsection 521 ....... 3,320 5,452 20.2 20.9 5 . 38.8 1.1 18.5

1970 .. .. o i 7,289 3,950 37.2 2 3 49.9 3 12.9

! Data on income tax status were not collected for fiscal year 1970.
? Inciuded with common stock in 1970.
% Included with certificates of equity in 1970.
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34 percent. The percentage of equity certificates and capital credits increased from 4:
percent of total equity capital to over 50 percent. Unallocated reserves represented |¢
percent of total equity capital in 1976, up from roughly 12 percent of the total in 1970
1962, and 1954.

Table 31 lists the number of cooperatives using various types of equity capital ir
1976. Almost 73 percent of the 5,795 cooperatives had common stock, 40 percent hac
preferred stock, less than 7 percent had nonstock membership certificates, 80 percent hac
qualified allocated equities, 9 percent had nonqualified allocated equities, and 83 percen
had some equity represented by unallocated reserves or surplus.

A total of 4,212 cooperatives reported common stock and 393 listed nonstock mem-
bership certificates on their balance sheets as evidence of membership in the cooperative
The remaining 1,190 cooperatives used some other type of equity investment or credit at
evidence of membership, or a membership certificate which did not require any financia
investment.

The 2,475 cooperatives with section 521 tax status had almost $2.3 billion ir
combined equity capital in 1976 (table 30). Of this, 18 percent was in the form of capita
stock, 7 percent was represented by unallocated reserves, and the remaining 75 percen!
was represented by various types of equity certificates and credits.



Sixty one percent of the 2,475 cooperatives with section 521 status reported some
outstanding common stock, 31 percent reported some preferred stock, less than 8 percent
reported nonstock membership certificates, 84 percent reported qualified equity certifi-
cates, and 15 percent had outstanding nonqualified equity certificates or credits (table 31).
Two-thirds of the section 521 cooperatives had unallocated reserves.

The 3,320 cooperatives without section 521 tax status had total equity capital at the
close of the 1976 fiscal year of almost $5.5 billion (table 30). Of this, 41 percent was
capital stock, less than | percent was membership certificates, nearly 39 percent was qual-
ified equity certificates or credits, | percent was nonqualified equity certificates, and over
18 percent was unallocated reserves.

Table 31 shows that over 80 percent of the 3,320 cooperatives without section 521
status had common stock and 47 percent had preferred stock. Less than 6 percent of the
3,320 cooperatives had nonstock membership certificates. Over 77 percent had qualified
equity certificates, compared with less than 5 percent with any nonqualified equity certifi-
cates. Nearly 95 percent of the cooperatives without section 521 status had unallocated
reserves.

A number of differences in types of equity capital used by cooperatives with section
521 status and those without section 521 status are apparent. The equity capital of the
cooperatives operating under section 521 consisted largely of equity certificates and
capital credits, whereas the cooperatives not operating under section 521 had a much
larger proportion of their equity in the form of capital stock, and their unallocated
reserves were much larger. These figures indicate that even though those cooperatives
operating under section 521 of the Internal Revenue Code are allowed to exclude from
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Table 31—-Number of farmer marketing and supply cooperatives with any of specified types of equity capital
outstanding, by major function and income tax status of the cooperatives, at close of fiscal year 1976

Cooperatives with any of their equity capital represented by —

Major functions and i . Certificates of equity
. Cooperatives Membership R K
income tax status Common | Preferred . and capital credits Unallocate
certificates
stock stock {nonstock) reserves
Qualified | Nonqualified

----------------------------------- Number ------ce-eceeemna it

Farmsupply ............ 2,164 1,637 971 105 1,692 339 1,954
Section 521 ........... 708 440 224 31 601 273 543
Nonsection 521 . ........ 1,456 1,197 747 74 991 66 1,411
Marketing . ............. 1,674 978 467 173 1,291 105 1,160
Section 521 ........... 1,135 590 284 123 907 65 687
Nonsection 521 ......... 539 388 183 50 384 40 473
Marketing/supply . ........ 1,957 1,697 894 115 1,758 94 1,706
Section 521 ........... 632 493 260 40 572 39 441
Nonsection 521 . ........ 1,325 1,104 634 75 1,186 55 1,265
Total ................ 5,795 4,212 2,332 393 4,641 538 4,820
Section 521 .......... 2,475 1,523 768 194 2,080 377 1,671
Nonsection 521 . ...... 3,320 2,689 1,564 199 2,561 161 3,149

their gross income amounts paid as limited dividends on their capital stock, a small
percentage of the cooperatives with section 521 tax status have outstanding capital stoc
and a smaller portion of their total equity is represented by capital stock. As indicated
a later section of this report, only a little better than 2 percent of 1976 net savings
cooperatives was used to pay dividends on capital stock or other equity capital.

Types of Equity Capital by Major Function

The relative importance of various types of equity capital varied considerably whe
the cooperatives were classified by major function (tables 30 and 31).

Fifty-three percent of the equity capital of the 2,164 farm supply cooperatives w.
in the form of capital stock in 1976, whereas capital stock of the 1,674 marketing coope
atives amounted to only 23 percent of their total equity. The 1,957 cooperatives classific
as marketing/farm supply had capital stock amounting to 30 percent of their total equi
capital.

Equity certificates and allocated capital credits, on the other hand, accounted for .
percent of total equity capital of the farm supply cooperatives and 70 percent of tot
equity of the marketing group. They accounted for 50 percent of total equity of tl
marketing/farm supply cooperatives.

Unallocated reserves accounted for almost 18 percent of the total equity capital .
the farm supply cooperatives, less than 6 percent of that of the marketing association
and almost 20 percent of that of the marketing/farm supply group.

Three-fourths of the 2,164 farm supply cooperatives had some common stock ar
45 percent had some preferred stock in 1976 (table 31). Less than 5 percent had nonstoc
membership certificates. Qualified equity certificates and credits were reported by -
percent of the cooperatives and some nonqualified certificates by 16 percent. Nine
percent of the cooperatives had unallocated reserves.

Over 58 percent of the 1,674 marketing cooperatives had common stock and
percent had preferred stock in 1976. Ten percent had nonstock membership certificate
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Qualified equity certificates were reported by 77 percent of the cooperatives and non-
qualified equity certificates by only 6 percent. Unallocated reserves were reported by 69
percent of the 1,674 cooperatives.

Nearly 82 percent of the 1,957 combination marketing/farm supply cooperatives
had common stock and almost 46 percent had preferred stock. Nonstock membership cer-
tificates were reported by less than 6 percent of the 1,957 cooperatives. Nearly 90 percent
reported qualified certificates of equity and less than 5 percent reported nonqualified
equity paper. About 87 percent reported unallocated reserves.

Tables 30 and 31 also show types and amounts of equity capital outstanding at the
close of fiscal year 1976 based on income tax status and major function of the cooper-

atives. Comparable data, based on number of cooperatives with each type of equity, are
shown in table 31.

Types of Equity Capital by Principal Products Marketed

The relative importance of the various types of equity capital used by cooperatives
handling various farm products is shown in table 32 based on percentage of total equity
capital, and in table 33 based on number of cooperatives using each type of equity
capital.

Common and preferred stock accounted for a much greater percentage of total
equity capital of the highly diversified cooperatives and for those marketing rice, grain,
and sugar products in 1976 than for those marketing poultry, dairy products, fruits and
vegetables, and livestock and wool (table 32).

Unallocated reserves (tax-paid surplus) as a percentage of total equity capital for

the 3,631 marketing and marketing/farm supply cooperatives in 1976 varied all the way
from a negative balance (deficit) for cooperatives marketing dairy products to a high of
almost 38 percent for the livestock and wool cooperatives. As indicated earlier, a majority
of the livestock and wool cooperatives are relatively small and operate with very little
capital.

Of the major groups of marketing cooperatives—cotton, dairy, fruits and vegeta-
bles, and grain—only the grain cooperatives had any substantial amount of their equity
capital not allocated to members in 1976. Unallocated reserves of the grain cooperatives
amounted to nearly 20 percent of their total equity capital, compared with only 2 percent
or less for the cotton, dairy, and fruit and vegetable cooperatives.

Cooperatives included in the diversified and the other products classifications
shown in table 32 had relatively high percentages of unallocated reserves. Combined
equity capital for these two groups was $998 million in 1976. Almost $928 million of this
amount was reported by 13 of the 100 largest cooperatives (section II).

The number of marketing and marketing/farm supply cooperatives operating with
section 521 tax status in 1976 and the number without section 521 status are shown in
tables 32 and 33 by major commodities.

Of the 3,631 cooperatives, 2,074 were engaged in grain marketing in 1976 (table 32).
Of the 2,074 grain cooperatives, over two-thirds were not operating under section 521.
Capital stock accounted for 34 percent of the total equity capital of these 1,439 grain
cooperatives without section 521 status, compared with 22 percent for the 635 grain coop-
eratives with section 521 tax status. Unallocated reserves also represented a higher
percentage of total equity capital for the grain cooperatives not operating under section
521 than for those that were—over 21 percent compared with 12 percent.

The 14 diversified cooperatives with section 521 tax status had only 8 percent of
their total equity capital in the form of capital stock, compared with 47 percent in capital
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Table 32—Types and amounts of equity capital outstanding in farmer marketing and marketing/supply cooperatives,

by principal product marketed and income tax status of the cooperatives, at close of fiscal years 1976 and 1970!

Percent of total equity capital represented by—

Certificates of

42

. Total A
Principal product, year, and Cooper- . equity and
income tax status atives equluty Common Preferred Membership capital credits SSiles
capital Lo cated
stock stock certificates
Qual- Nongqual- reserves
ified ified
Number Million ... Percent -« «---v--ceeccmaaaa
dollars
Diversified:

18976 ... ... .. .. 28 910 30.9 6.9 B 39.4 2 22.8
Section 521 .......... 14 212 2.1 6.3 2 86.6 0 5.0
Nonsection 621 . ...... 14 698 39.7 7.0 z 25.0 A 28.2

1970 ... ... o 78 542 36.4 3 4 41.8 4 21.8

Cotton and products:

1976 . ... ... ... 401 264 2.6 20.6 .8 72.7 2.2 1.1
Section 521 .......... 296 213 1.2 20.9 1.0 69.0 25 5.4
Nonsection 521 . ...... 105 51 8.1 19.2 88.4 1.2 {16.9)

1970 ... .. ... ... 526 191 39.5 3 4 58.4 N 2.1

Dairy products:

1976 .. ... . L. 459 583 2.7 7.8 1.2 89.6 .8 (2.1)
Section 521 .......... 386 302 2.8 8.2 | 95.9 4 {7.4)
Nonsection 521 .. ... .. 73 281 2.5 7.2 25 82.9 1.3 3.6

1970 .. ... .. . ... 826 535 14.2 3 N 83.1 4 2.7

Fruits and vegetables

1976 ... .. .. ... 364 581 6.3 4.4 .3 80.8 5.7 2.5
Section 521 .......... 242 350 6.8 5.4 A 81.8 2.1 3.8
Nonsection 521 . ...... 122 231 5.6 2.8 6 79.4 11.2 4

1970 ... 475 371 16.4 3 4 82.5 4 1.1

Grains, soybeans, and products:

1976 ... ... . ..., 2,074 2,682 15.4 16.5 4 47.8 3 19.6
Section 521 .......... 635 538 8.6 13.9 A 65.1 2 121
Nonsection 521 . ...... 1,439 2,144 17.1 17.1 .5 43.5 .3 21.5

1970 ... o 2,221 1,087 40.2 3 4 42.7 4 17.1

Livestock and wool:*®
1976 ................ 97 57 3.7 9.0 3.3 443 1.8 37.9
- SectionB521 .......... 67 28 5.1 9.2 3.8 44.5 1.6 35.8
Nonsection 521 ....... 30 29 24 8.8 2.8 441 1.9 40.0
1970 ........: e e e 514 33 12.7 3 4 447 4 42.6
Poultry products:

1976 ... .. ... 37 82 1.3 4.0 A 88.8 1.5 4.3
Section 621 . ......... 15 37 1.7 3.7 2 94.2 0 4
Nonsection 521 . ...... 22 45 1.1 4.2 A 84.3 28 7.5

1970 ... ... ... 74 50 3.8 3 N 98.0 N (1.8)

Rice:

1976 . ... ... ... . ... 50 8 14.9 346 2 49.0 .8 7
Section 521 .......... 38 82 15.9 324 0 51.2 2 .3
Nonsection 521 ....... 12 6 2 63.3 A 20.3 9.9 6.2

1970 .. ... .. i 54 66 39.9 ’ 4 59.7 4 4

{Continued)



Table 32—Types and amounts of equity capital outstanding in farmer marksting and marketing/supply cooperatives, by principal
product marketed and income tax status of the cooperatives, at close of fiscal years 1976 and 1970—Continued

Percent of total equity capital represented by—
Principal product, year, and Cooper- e:?:i:\l/ Certificates of
income tax status atives 1 equity and

capital . . . Unalio-

Common Preferred Membership capital credits

i cated
stock stock certificates

Qual- Nonqual- reserves

ified ified
Number Million .. Percent ------ccveeecnaaninan.

dollars
Sugar products:

1976 . ... .. ..., 46 249 12.1 18.5 2 58.9 5.2 5.3
Section521 .......... 29 79 226 5.5 2 54.8 1.3 15.8
Nonsection 521 ... .... 17 170 7.2 24.6 0 60.9 7.0 3

1970 ... ...,

Other products:’

1976 . ... ... ... ... 75 88 4,2 2.8 23 78.1 7 11.9
Section 521 .......... 45 64 2.1 2.9 4 84.8 A 9.7
Nonsection 521 ....... 30 24 9.5 2.5 7.2 60.7 25 17.6

1970 . ... .. .. 206 134 32.9 3 4 50.8 4 16.3

Total:

1876 ... ... ... ... 3,631 5,584 14.4 12.8 5 57.0 1.2 14.1
Section 521 ......... 1,767 1,905 6.3 11.2 2 75.8 9 5.6
Nonsection 521 ...... 1,864 3,679 18.6 13.7 .6 47.2 14 18.5

1970 ... .. .o 4,974 3,009 30.7 L] 4 57.3 4 12.0

! Data on income tax status were not collected for fiscal year 1970.

? Less than 0.05 percent.

3 Includea with common stock in 1970.

Y Included with qualified certificates of equity and credits in 1970.

* Excluded livestock shipping associations and county wool pools in 1976.

® Data included with other products in 1970.

7 Includes cooperatives handling the following products in 1976: 12 dry beans and peas, 17 nuts, 18 tobacco, and 28 special crops
and miscellaneous products. For 1970, includes: 63 sugar (including 43 sugar beet bargaining), 28 tobacco, 17 nuts, 13 dry beans and
peas, and 85 miscellaneous products.

stock for the 14 diversified cooperatives without 521 status. Eleven of the 28 diversified
cooperatives were in the 100 largest group (section 1I) in 1976 and these 11 accounted for
97 percent of the total equity of the 28 diversified cooperatives.

Types of Equity Capital by Farm Credit Districts

Amounts and types of equity capital reported by cooperatives for fiscal year 1976
are shown by farm credit districts in tables 34 and 35. Table 34 provides percentages of
total equity capital represented by specific types for 1976 and for 1970. Table 35 shows
the number of cooperatives reporting any equity capital of each type for 1976. Data for
1976 are shown separately in both tables by income tax status of the cooperatives. Num-
ber of cooperatives using each type of equity capital is shown for 1976 only, since com-
parable data are not available for 1970.

Relative use of the various types of equity capital varied considerably by districts.
However, location of headquarters of the 100 largest cooperatives was a major factor in
the percentages of capital, by types, shown for each district. These 100 cooperatives
accounted for 45 percent of total equity capital in 1976 and for 43 percent in 1970. The
figures for one or several cooperatives were very significant in some farm credit districts
(section II).



Table 33—Number of farmer marketing and marketing/supply cooperatives with any of specified types of equity capital outstanding
by principal product marketed and income tax status of the cooperatives, at close of fiscal year 1976

Cooperatives with any of their equity capital represented by—

Principal product and income Cooperatives Membership Cemflcat-es of eql.uty
tax status Common | Preferred = and capital credits Unallocate
certificates
stock stock {nonstock) reserves
Qualified | Nonqualified

----------------------------------- Number - - -« «eccoeimmea
Diversified ............. 28 21 15 4 24 1 20
Section 521 ........... 14 10 8 3 13 0 8
Nonsection 521 . ........ 14 11 7 1 1 1 12
Cotton and products ....... 401 315 157 38 318 18 237
Section521 ........... 296 216 114 38 233 9 138
Nonsection 521 . ........ 105 99 43 0 85 9 a9
Dairy products . ......... 459 281 101 38 396 7 276
Section 521 ........... 386 242 88 31 340 3 216
Nonsection 521 .. ....... 73 39 13 7 56 4 60
Fruits and vegetables . ..... 364 144 54 57 291 44 243
Section 521 ........... 242 75 24 39 210 24 143
Nonsection 621 ......... 122 69 30 18 81 20 100
Grains, soybeans, and products. 2,074 1,688 943 106 1,836 108 1,871
Section 521 ........... 635 482 267 30 576 60 499
Nonsection 521 ......... 1,439 1,206 676 76 1,260 48 1,372
Livestock and wool ....... 97 32 19 10 34 6 80
Section 521 ........... 67 16 8 4 22 5 54
Nonsection 521 . ........ 30 16 11 6 12 1 26
Poultry products . ........ 37 24 14 7 31 1 29
Section 521 ........... 15 8 4 1 12 0 8
Nonsection 521 ......... 22 16 10 6 19 1 21
Rice ................. 50 27 27 1 40 2 20
Section 521 . .......... 38 16 16 0 34 1 9
Nonsection 621 . ........ 12 1 11 1 6 1 1
Sugar . ..... ... e 46 15 7 1 22 6 39
Section 521 ........... 29 4 2 1 6 1 27
Nonsection 521 . ........ 17 11 5 0 16 5 12
Other products’ ......... 75 28 24 26 57 6 51
Section 521 . .......... 45 14 13 16 35 1 26
Nonsection 521 .. ....... 30 14 1 10 22 5 25
Total ................ 3,631 2,575 1,361 288 3,049 199 2,866
Section 521 .......... 1,767 1,083 544 163 1,481 104 1,128
Nonsection 521 ....... 1,864 1,492 817 125 1,568 95 1,738

' Includes cooperatives handling the foliowing products: 12 dry beans and peas, 17 nuts, 18 tobacco, and 28 special crops a
misceilaneous products.

Capital stock ranged from lows of 8 and 10 percent of total equity capital of the
cooperatives headquartered in the Sacramento and Columbia districts, respectively, to a
high of 57 percent for those in the St. Louis district.

Other farm credit districts with high percentages of equity capital represented by
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Table 34—Types and amounts of equity capital outstanding in farmer marketing and supply cooperatives, by farm credit

districts and income tax status of the cooperatives, at close of fiscal years 1976 and 1970°

Percentage of total equity capital represented by—

Certificates of
Farm credit district, year, and Cooper- Tot'al equity and
income tax status atives equ'lty Common Preferred Membership capital credits )
capital il cated
stock stock certificates P
Qual- Nongqual-
ified ified
Number g e R S Percent -------ceeormceccmnaoonn
dollars
Springfield:

L - 278 316 8.5 17.5 0.1 21.6 0.6 51.7
Section 521 .......... 107 77 29.1 15.3 . 73.3 1.9 (20.0)
Nonsection 521 . ...... 171 239 2.0 18.2 0 5.0 A 74.7

1970 ... ... oo 388 221 28.9 2 3 241 3 47.0

Baltimore:

1976 .. ... .. 208 236 12.0 17.2 .2 47.6 3.0 20.0
Section 521 .......... 144 105 10.3 22.7 3 60.7 1.5 4.5
Nonsection 521 ....... 64 131 13.3 12.8 0 37.2 4.3 324

1970 ... . .., 343 157 47.3 2 3 39.9 3 12.8

Columbia:

1976 . ...... 80 . ..., 204 422 5.8 4.3 4 78.0 4.8 71
Section 521 .......... 129 230 1.5 4.3 A 85.8 1.0 7.3
Nonsection 521 ....... 75 192 11.0 4.2 4 68.7 9.2 6.9

1970 .. ..ot iii. 209 221 20.2 2 3 76.6 ’ 3.2

Louisville:

1976 ... ... ... 452 606 19.0 23.0 A 34.5 .8 22.6
Section 521 .......... 251 227 8.1 149 2 51.1 1.7 24.0
Nonsection 621 ........ 201 379 25.4 27.8 N 24.6 4 21.8

1970 ... ... ... ... 532 291 66.2 2 3 29.7 8 4.1

New Orleans:

1976 .. ... i, 272 345 33.4 6.8 3 48.5 2.6 8.4
Section521 .......... 181 146 2.1 10.4 .5 77.4 1.3 8.3
Nonsection 621 ..,..... 91 199 56.2 4.1 1 27.5 3.6 8.5

19700 o L oi oL L, 269 159 53.6 2 S 42.9 ) 3.5

St. Louis:

1976 ... ... ., 490 1,287 21.8 35.3 A 228 .2 19.8
Section 521 . ......... 150 137 1.7 24,6 4 60.6 3 12.8
Nonsection 521 ....... 340 1,150 24,2 36.5 .1 18.3 2 20.7

19700 7. M 0w oL AR 593 508 45.8 % 2 35.9 2 18.3

St. Paul:

1976 ... ... 1,474 1,680 14.0 20.7 A 56.9 1 8.2
Section 521 . ......... 611 3N 6.9 6.1 4 81.9 A 5.0
Nonsection 521 ....... 863 1,209 16.1 25.2 A 49.2 2 9.2

19708, remre o . oo Kep.gs 1,998 882 35.5 ’ B 60.8 ’ 3.7

Omaha:

1976 . 47 oh. SR 930 923 12.2 9.6 4 57.5 4 19.9
Section 521 .......... 219 200 14.7 5.2 3 65.7 9 13.56
Nonsection 521 .. ..... 711 723 116 10.9 4 55.2 3 21.7

1070 e e e o s ot .. 1,094 393 21.2 2 3 58.4 3 20.4

(Continued)
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Table 34—Types and amounts of equity capital outstanding in farmer marketing and supply cooperatives, by farm credit
districts and income tax status of the cooperatives, at close of fiscal years 1976 and 1970—Continued

Percentage of total equity capital represented by—
Certificates of
L v Total .
Farm credit district, year, and Cooper- A equity and
. K equity i \ ) Unallo-
income tax status atives 3 Common Preferred Membership capital credits
capital . cated
stock stock certificates
reserves
Qual- Nonqual-
ified ified
Number IO Sl e ot =St Percent-------cceecmaaaanaana.
dollars
Wichita:

1976 ... .. .. 473 639 39.3 10.1 1.7 26.8 .6 215
Section 521 . ......... 60 29 14.4 9.9 7.2 48.3 1.8 18.4
Nonsection 521 . ...... 413 610 40.5 101 1.5 25.8 .5 21.6

197088, . . ... ... .. W 552 301 53.5 2 3 23.2 3 23.3

Houston:

1976 ................ 368 379 1.6 37.2 4 59.8 1.3 A
Section 521 .......... 256 212 1.9 36.7 " 56.9 2.3 2.2
Nonsection 521 . ...... 112 167 1.2 37.7 4 63.6 h (2.6)

1970 ... ... i e 479 228 40.7 2 3 55.8 3 3.5

Sacramento:

1976 ... ... ... ... 287 654 6.9 1.2 1.3 85.2 3.1 2.3
Section 521 . ......... 227 411 7.1 1.8 A 88.5 1.3 1.2
Nonsection 521 . ...... 60 243 6.6 4 3.4 79.5 6.0 4.1

1970 ... . e 368 408 10.9 2 3 80.1 B 9.0

Spokane:

1976 .. ...... ... .. ... 359 340 10.3 10.2 1.6 65.0 1.4 11.5
Section 521 . ......... 140 130 3.6 29 7 83.3 1.7 7.8
Nonsection 521 ....... 219 210 14.4 14.8 2.2 53.7 1.1 13.8

1970 ... ... .. ... 464 181 16.4 2 3 85.6 B {2.0)

U.S. total:

1976 .. ... ... . ..., 5,795 7,727 16.3 18.1 4 49.0 1.1 15.1
Section 521 ......... 2,475 2,275 6.9 1.4 .2 73.5 1.2 7.1
Nonsection 521 ...... 3,320 5,452 20.2 20.9 .5 38.8 1.1 18.5

1970 ... .. . .. 7,289 3,950 37.2 2 3 49.9 3 129

! Data on income tax status were not collected for fiscal year 1970.
% Included with common stock in 1970.

3 Included with certificates of equity in 1970; qualified and nonqualified paper was not reported separately.
4 Less than 0.05 percent.

capital stock were the Wichita district with 49 percent, the Louisville district with 4.
percent, and the New Orleans and Houston districts with 40 and 39 percent, respectively.

The balance sheets of 73 percent of the 5,795 cooperatives listed some commot
stock in 1976. Districts with a relatively high percentage of cooperatives reporting com
mon stock were Louisville, Wichita, Houston, Omaha, and St. Paul. Districts with :
relatively low percentage of cooperatives with any common stock were Sacramento
St. Louis, and Columbia.

Forty percent of all 5,795 cooperatives had outstanding preferred stock in 1976
Districts with a relatively high percentage of cooperatives reporting any preferred stocl
were Louisville, Springfield, Houston, and St. Louis. Districts with a relatively lov
percentage of cooperatives with any preferred stock were Sacramento, Columbia, an
Spokane.
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Table 35—Number of farmer marketing and supply cooperatives with any of the specified types of equity capital

outstanding, by farm credit districts and income tax status of the cooperatives, close of fiscal year 1976

Cooperatives with any of their equity capital represented by —

Farm credit district and Cooperatives Membershi Certificates of equity
income tax status P Common | Preferred e P and capital credits Unallocated
certificates
stock stock (nonstock) reserves
Qualified | Nonqualified
----------------------------------- Number - - - =« - e v e e

Springfield ............. 278 201 159 7 84 6 233
Section 521 . .......... 107 39 13 7 74 3 64
Nonsection 521 ......... 171 162 146 0 10 3 169
Baltimore .............. 208 157 68 7 149 71 168
Section 521 ........... 144 102 34 7 115 59 109
Nonsection 521 ......... 64 55 34 0 34 12 59
Columbia .............. 204 84 32 7 172 73 105
Section 521 ........... 129 29 16 5 116 55 42
Nonsection 521 ......... 75 55 16 2 56 18 63
Louisville . ............. 452 407 348 12 379 127 425
Section 521 ........... 251 218 191 6 214 105 233
Nonsection 621 . ........ 201 189 157 6 165 22 192
New Orleans . ........... 272 146 83 11 225 82 210
Section 521 ........... 181 67 45 7 161 65 137
Nonsection 521 ... ...... 91 79 38 4 64 17 73
St.Louis .............. 490 165 253 28 323 33 448
Section 521 . .......... 150 40 67 10 94 7 117
Nonsection 521 ......... 340 125 186 18 229 26 331
St.Paul ............... 1,474 1,239 540 25 1,241 51 1,208
Section 521 . .......... 611 488 191 14 547 31 400
Nonsection 521 ......... 863 751 349 11 694 20 808
Omaha ................ 930 797 360 67 880 29 909
Section 521 ........... 219 186 46 15 192 16 210
Nonsection 521 ......... 711 612 314 52 688 13 699
Wichita ............... 473 414 177 52 430 5 465
Section 521 ........... 60 43 14 1 53 1 54
Nonsection 521 . ........ 413 371 163 41 377 4 411
Houston ............... 368 320 202 8 252 10 201
Section 521 ........... 256 218 130 7 191 7 104
Nonsection 621 ......... 112 102 72 1 61 3 97
Sacramento ............. 287 32 20 100 262 22 140
Section 521 ........... 227 11 6 82 214 19 91
Nonsection 521 ......... 60 21 14 18 48 3 49
Spokane ............... 359 250 20 69 244 29 308
Section 521 ........... 140 83 15 23 109 9 110
Nonsection 521 ......... 219 167 75 46 135 20 198
US.total ............. 5,795 4,212 2,332 393 4,641 538 4,820
Section521 .......... 2,475 1,623 768 194 2,080 377 1,671
Nonsection 521 ....... 3,320 2,689 1,564 199 2,561 161 3,149
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Cooperatives with a relatively large percentage of their total equity capital in the
form of capital stock obviously had a much smaller percentage represented by equity cer-
tificates and allocated capital credits.

Unallocated reserves ranged from 0.1 percent of total equity capital in 1976 for
codperatives in the Houston district to nearly 52 percent for those in the Springfield
district. The percentage for all cooperatives was 15 percent in 1976, compared with 13
percent in 1970. Other farm credit districts with relatively high percentages of unallocated
equity capital in 1976 were the Louisville district with nearly 23 percent, the Wichita
district with over 21 percent, and the Baltimore, Omaha, and St. Louis districts with 20
percent each. Cooperatives located in the Sacramento district had only 2 percent of their

total equity capital in unallocated accounts and those in the Columbia district only 7
percent.

Methods of Acquiring Equity Capital

Members and patrons provide the equity or risk capital for their cooperatives in
three ways.

* They purchase capital stock or other securities.

*They capitalize or reinvest a portion of the net savings or margins.

*They provide capital through deductions from sales proceeds in the form of per
unit capital retains.

An individual cooperative may use one, all, or any combination of these methods.

Savings left in the business as additions to capital are mainly retained or deferred
patronage refunds. Some cooperatives return these to member-patrons on a revolving
capital basis; some do not have a systematic plan of redeeming them but rely on the deci-
sion of the board of directors.

Per unit capital retains are those equity investments made by member-patrons in
compliance with a bylaw provision or membership agreement. The agreement authorizes
the cooperative to make a specified deduction for capital purposes from advances to

patrons based on physical units handled (bushel, hundredweight, dozen) or on a
percentage of sales returns.

Total allocated equity capital of $6,560 million remained at the close of fiscal year
1976 after total unallocated reserves of $1,167 million (primarily undistributed net savings
or net margins) were subtracted from total equity capital of the 5,795 farmer cooperatives.
This amount represented the total equity capital that had been purchased by or allocated
to members and patrons. Amounts and percentages of this allocated equity capital
acquired by each of the three methods listed above are shown in table 36 for all the coop-
eratives, by major function. Numbers of cooperatives reporting any capital acquired by
each method, by major function, are shown in table 37.

Over 77 percent of the total allocated equity capital reported by the 5,795 cooper-
atives in 1976 was acquired by retention of patronage refunds for payment at some future
date. Twelve percent represented patron contributions by per unit capital retains from
sales proceeds, and the other 11 percent was purchased outright by members, patrons,
and occasionally others.

Comparable data for 7,289 cooperatives in 1970 (table 36) showed that of total
allocated equity capital outstanding of $3,441 million, almost 71 percent was acquired by
retention of patronage refunds, almost 15 percent by per unit capital retains, and the
other 14 percent was purchased outright.

Only 5 percent of the 5,795 cooperatives operating in 1976 reported that any of



Table 36—Methods used to acquire the outstanding allocated equity capital of farmer marketing and supply cooperatives,
by major function and income tax status of the cooperatives, at close of fiscal years 1976 and 1970!

Total Percentage of total allocated equity capital acquired by—
Major function, year, Cooper- allocated
and income tax status atives equ.ity Purchase Patronag? l?er unit.
capital refunds retained capital retains
Number Million ... Percent - - - ------------
dollars
Farm supply:

1976 .. ... i 2,164 1,764 16.0 83.7 0.3
Section 521 .......... 708 316 13.1 86.9 2
Nonsection 521 . ...... 1,456 1,448 16.6 83.0 4

1970 .. ... . i 2,315 794 22.3 77.5 .2

Marketing:

1976 ... .. 1,674 2,135 9.8 54.2 36.0
Section 521 . ......... 1,135 1,110 7.6 47.4 45.0
Nonsection 521 ....... 539 1,025 12.2 61.5 26.3

1970 ... ... o 2,504 1,275 8.3 56.8 35.9

Marketing/supply:

1976 .. ... ... i 1,857 2,661 8.0 91.0 1.0
Section 521 .......... 632 688 6.3 93.3 4
Nonsection 521 . ...... 1,326 1,973 8.0 91.0 1.0

1970 .. ... . i 2,470 1,372 15.8 81.1 3.1

Total:

1976 ... ..o 5,795 6,560 10.7 77.1 12.2
Section 521 ......... 2,475 2,114 10.1 65.4 24.5
Nonsection 521 ...... 3,320 4,446 11.0 82.6 6.4

1970 . ... .. i 7,289 3,441 14.5 70.8 14.6

! Data on income tax status were not collected for 1970.

? Less than 0.05 percent.

Table 37—Number of farmer marketing and supply cooperatives with any outstanding allocated equity capital acquired by specified

maethods, by major function and income tax status of the cooperatives, at close of fiscal year 1976

Cooperatives with any atlocated equity capital

Major function and income . acquired by—
Cooperatives
tax status R
Patronage Per unit
Purchase X . .
refunds retained capital retains
-------------------------- Number «------ccveeecmcaccananann
Farmsupply . ... iv i iiie i 2,164 1,244 1,898 5
Section 521 . ... ... .. i 708 457 662 1
Nonsection 521 . ............... 1,456 787 1,236 4
Marketing . .......o0iveeenneenn 1,674 921 1,328 260
Section 521 ... ... ... ..o 1,135 567 899 191
Nonsection 521 . ............... 539 354 429 69
Marketing/supply ... ... .00 1,957 1,035 1,906 41
Section 521 . .. ... ... e 632 410 614 27
Nonsection 521 . ............... 1,325 625 1,292 14
Total ..... ..t 5,795 3,200 5,132 306
SectionB521 .. ......... . 2,475 1,434 2,175 219
Nonsection521 ............... 3,320 1,766 2,957 87
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their allocated equity capital outstanding was acquired through the per unit retain route
Over 88 percent of the cooperatives had acquired some equity by retaining a portion o
net savings or margins, and 55 percent had sold some of the outstanding membership cer
tificates, stock, or other equity paper. A few cooperatives have sold nonvoting commor
or preferred stock or equity certificates to members, patrons, and others over the years
However, most of the 3,200 cooperatives reporting that any of their equity capital wa
purchased outright indicated that primarily nonstock membership certificates or only one
or a few shares of voting capital stock were sold to members when they joined the coop:
erative. The balance of the members’ equity capital was acquired by reinvestment o
patronage refunds or per unit capital retains. Some cooperatives that offered nonvoting
stock or other types of nonpatronage paper for sale to members and others in earliel
years have discontinued all sales of such paper in more recent years and are presently
issuing only patronage paper. About 60 percent of the $700 million in total equity capita
outstanding in 1976 that had been sold, was sold by the 100 largest cooperatives (see sec:
tion II).

Also, some cooperatives are organized as federated regionals and interregionals
and in some cases, all or a major portion of their allocated equity capital consists of
shares of stock or other equity paper that was purchased by member cooperatives only
and was purchased on the basis of patronage or potential patronage of each member-
patron. Comparatively few farmer marketing and supply cooperatives are currently selling
stock or other equity (or debt) paper to nonmembers.

The importance of each method used to acquire equity capital varied according to
major function, commodity handled, geographic location, and types of equity used. Tab-
les 38 and 39 show how common and preferred stock, membership certificates, and qual-
ified and nonqualified equity certificates and credits outstanding in 1976 were acquired.

Common Stock—Of the 5,795 cooperatives, 4,212 had some common stock out-
standing in 1976. Some of this stock was sold by 2,741 of the cooperatives, some was
acquired by retaining patronage refunds by 2,135 of the cooperatives, and some was
acquired by per unit capital retains by 16 of the cooperatives.

Total allocated equity capital represented by common stock of the 4,212 cooper-
atives amounted to $1,261 million in 1976. Over 78 percent of this amount was acquired
through retention of patronage refunds, over 19 percent was purchased, and less than 3
percent was acquired through the per unit capital retain route.

Preferred Stock—At the close of fiscal year 1976, 2,332 cooperatives had out-
standing preferred stock listed on their balance sheets; 1,393 cooperatives sold some of
this stock; 1,122 issued some as evidence of retained patronage refunds; and 20 issued
some as evidence of per unit capital retains.

Total preferred stock outstanding in 1976 amounted to $1,395 million. Nearly 74
percent represented retained patronage refunds, almost 25 percent was sold, and the bal-
ance of 1.4 percent was acquired as per unit capital retains.

Qualified Equity Certificates and Credits—Eighty percent, or 4,641 of the 5,795
cooperatives had some type of nonstock qualified equity certificate or credit listed on
their balance sheets at the close of fiscal year 1976. In 4,460 of these cooperatives some of
this equity capital resulted from allocated patronage refunds, 141 cooperatives had sold
some, and 275 cooperatives had issued some as evidence of per unit capital retains.

Nearly 58 percent, or $3,786 million, of total allocated equity capital outstanding in
1976 was in the form of qualified equity certificates or credits. Over 78 percent of this



Table 38—Methods used by 5,795 farmer marketing and supply cooperatives, by major function of the cooperatives, to acquire
the various types of allocated equity capital outstanding at close of fiscal year 1976

Total Percentage of total allocated equity capital acquired by-
) . R . Cooper- allocated
Major function and type of equity capital atives’ equity Patronage Per unit
. Purchase o . .
capital refunds retained capital retains
Number Mitlion ... Percent - -----==--------"
dollars

Farmsupply ..o oo vi v e viinnnnenns 2,164 1,764 16.0 83.7 0.3
Commonstock .......ccviiiunn 1,637 457 32.6 67.4 0
Preferredstock . ................ 971 679 16.8 83.2 0
Membership certificates . .......... 105 6 34.6 65.4 0
Qualified certificates and credits .. ... 1,692 605 2.8 96.2 1.0
Nonqualified certificates and credits . . . 339 17 0 100.0 0

Marketing . .....otiiiieninnnnan 1,674 2,135 9.8 54.2 36.0
CommOoNStoCK . ... v vv v ii e 978 226 27.5 58.7 13.8
Preferredstock ................. 467 299 34.4 59.2 6.4
Membership certificates . .......... 173 14 71.4 28.6 0
Qualified certificates and credits .. ... 1,291 1,540 2.2 52.9 44.9
Nongqualified certificates and credits . . . 105 56 0 51.8 48.2

Marketing/supply . ... ... . .0 .. 1,957 2,661 8.0 91.0 1.0
Commonstock . ......evvnuinnnn 1,597 578 5.7 94.1 2
Preferred StoCK .. ..o vevii e 894 417 309 69.1 2
Membership certificates . .......... 115 13 23.1 76.9 0
Qualified certificates and credits ... .. 1,758 1,641 3.0 95.5 1.5
Nongqualified certificates and credits . . . 94 12 0 91.7 8.3

All cooperatives ... .......cvveenn 5,795 6,560 10.7 771 12.2
Commonstock ................. 4,212 1,261 19.4 78.1 2.5
Preferredstock ................. 2,332 1,395 24.8 73.8 1.4
Membership certificates . .......... 393 33 45,5 54.5 0
Qualified certificates and credits . .. .. 4,641 3,786 2.6 78.3 19.1
Nonqualified certificates and credits . . . 538 85 0 67.1 329

! Numbers do not add to totals because most cooperatives have more than one type of allocated equity capital.
? Less than 0.05 percent.

equity capital represented retained patronage refunds, 19 percent represented per unit
capital retains, and less than 3 percent represented equity paper that had been sold.

Nonqualified Equity Certificates and Credits—Only 538 cooperatives listed non-
qualified equity certificates or credits on their balance sheets at the close of fiscal year
1976. Equity of this type was reported primarily by cooperatives that did not use the
bylaw consent method to get patron consent to take into account the total amount of
their patronage refunds in determining their taxable income.* However, some cooperatives
do issue nonqualified equity paper to patrons for other reasons. Only 17 of the cooper-
atives issued nonqualified paper as evidence of per unit capital retains, compared with 522
that issued it as evidence of allocated patronage refunds.

Nonqualified equity certificates and credits amounted to only 1.3 percent of the
total allocated equity capital outstanding in 1976. Of the $85 million total, two-thirds was
acquired through retention of patronage refunds and the other one-third through per unit
capital retains.

Tables 36 and 37 also show how allocated equity capital outstanding in 1976 was
acquired by the 5,795 cooperatives based on their income tax status. The percentage of

sMorrison Neely. Legal Phases of Farmer Cooperatives, Fart 1. Federal Income Taxes, Inf. 100, Farm. Coop:
Serv., U.S. Dept. Agr., May 1976. This bulletin discusses in depth the Federal income tax treatment of farmer cooperatives
and their patrons.
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Table 39—Number of farmer marketing and supply cooperatives that used specified methods to acquire various types of equity capital

outstanding, by major function of the cooperatives, at close of fiscal year 1976"

Major function and type of equity capital

Cooperatives

Cooperatives acquiring any of their allocated

equity capital by—

p Patronage Per unit
urchase h . .
refunds retained capital retains
----------------------------- Number-«----ceoeeona ...
Farmsupply .................... 2,164 1,244 1,898 5
Commonstock . ................ 1,637 973 873 0
Preferredstock ................. 9N 608 413 0
Membership certificates ........... 1056 87 20 0
Qualified certificates and credits . ... . 1,592 84 1,685 5
Nongqualified certificates and credits . 339 0 340 0
Marketing ..................... 1,674 921 1,328 260
Commonstock ................. 978 704 339 14
Preferredstock ................. 467 303 228 17
Membership certificates ........... 173 136 38 0
Qualified certificates and credits . . . .. 1,291 44 1,135 233
Nonqualified certificates and credits . . . 105 0 94 12
Marketing/supply . ............... 1,957 1,035 1,906 41
Commonstock ................. 1,597 794 923 2
Preferredstock ................. 894 482 481 3
Membership certificates ........... 1156 82 35 0
Qualified certificates and credits . . . .. 1,758 13 1,740 37
Nonqualified certificates and credits . . . 94 0 88 5
All cooperatives . ................ 5,795 3,200 5,132 306
Commonstock ................. 4,212 2,741 2,135 16
Preferredstock ................. 2,332 1,393 1,122 20
Membership certificates ........... 393 305 93 0
Qualified certificates and credits .. ... 4,641 141 4,460 275
Nonqualified certificates and credits . . . 538 0 522 17
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! Numbers do not add to totals because most cooperatives have more than one type of allocated equity capital.

total allocated equity acquired by purchase amounted to a little better than 10 percent for
the 2,475 cooperatives operating under section 521 of the Internal Revenue Code, and to
11 percent for the 3,320 cooperatives not operating under section 521.

A larger percentage of the total equity of cooperatives with section 521 status was
acquired through the per unit retain route and a smaller percentage through allocation of
patronage refunds. As shown in other sections of this report, more of the strictly
marketing cooperatives are operating under section 521, and it is mostly marketing coop-
eratives that acquire capital through per unit retain deductions.

Methods of Acquiring Equity
Capital by Major Function

Methods of acquiring allocated equity capital are shown separately by major func-
tions of the cooperatives in tables 36 and 37 and in figure 5. The percentages of total
allocated equity capital outstanding at the close of fiscal years 1976 and 1970 acquired by
each method are shown in table 36, and the numbers of cooperatives that had acquired
any of their equity capital outstanding in 1976 by specified methods are shown in
table 37. Data based on number of cooperatives using each method were not collected for
1970.



Figure 5

Farmer Marketing and Supply Cooperatives
Methods of Acquiring Allocated Equity Capital

Marketing Patronage refunds
cooperatives retained retains
($2,135 mil.) 54.2 36.0

Marketing/farm /
?$ungé); cooperatives 91.0 E;}.O/
; mil.) : /
0.3
N
Farm supply ////:
cooperatives 83.7 Pu;cahgse,
($1,764 mil.) ////

Based on percent of total allocated equity capital outstanding at close of fiscal year 1976.

USDA Neg. ESCS 179-80 (2)

The 2,164 farm supply cooperatives had combined allocated equity capital of $1,764
million outstanding in 1976. Almost 84 percent of this was acquired by patronage refunds
retained for deferred payment and the other 16 percent was purchased outright, primarily
by members and patrons. Capital retains as a method of acquiring equity capital was
insignificant with the farm supply cooperatives. Only 5 of the cooperatives reported any
equity capital outstanding that had resulted from capital retains on a unit basis, whereas
nearly 88 percent of the 2,164 cooperatives had acquired some of their equity capital by
retaining patronage refunds, and 57 percent had sold some stock or other equity paper,
which was mostly voting shares or membership certificates sold to members only.

The farm supply cooperatives had acquired over 22 percent of their total equity
capital outstanding in 1970 through purchase, compared with 16 percent in 1976—a
decrease of 6 percentage points. !

The 1,674 primarily marketing cooperatives had $2,135 million in allocated equity
capital in 1976. Of this, 54 percent was acquired by retaining patronage refunds, 36
percent by means of per unit capital retains, and almost 10 percent by outright purchase.
Less than 16 percent of the 1,674 cooperatives acquired any of their allocated equity
capital by making per unit capital retains; over 79 percent acquired some by retaining
patronage refunds; and 55 percent acquired some by sale of membership certificates,
capital stock, or other equity paper.

The 1,957 multipurpose cooperatives classified as marketing/farm supply had
combined allocated equity capital of $2,661 million. Of this, 91 percent was acquired by
patronage refunds retained, 8 percent was purchased outright, and 1 percent was invested
by the per unit capital retain route. Only 41, or 2 percent of the 1,957 cooperatives,
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acquired any of their equity capital by making per unit capital retains; nearly 53 percen
sold some of their equity paper; and over 97 percent acquired some equity by allocatin
patronage refunds.

Tables 38 and 39 show, by the major functional groups, how the various types ¢
equity capital outstanding in 1976 were acquired.

Tables 36 and 37 show differences in methods used to acquire the allocated equit
capital outstanding in 1976, by major functions of the cooperatives operating under sec
tion 521 of the Internal Revenue Code and those without section 521 income tax status.

About one-third of the 2,164 farm supply cooperatives had section 521 tax status i
1976. The proportion of allocated capital acquired by each of the three methods wa
about the same for the section 521 farm supply cooperatives and those without sectio
521 status.

Approximately two-thirds of the 1,674 primarily marketing cooperatives had sec
tion 521 status. These section 521 cooperatives acquired more of their equity by makin,
per unit capital retains and less by allocating patronage refunds than was the case witl
primarily marketing cooperatives without section 521 status.

Data for the 1,957 cooperatives classified as combination marketing/farm suppl
were very similar to that of the primarily farm supply cooperatives. About one-third hac
section 521 tax status, but their proportion of total allocated capital acquired by eact
method did not vary substantially from those without section 521 status.

Methods of Acquiring Equity Capital
By Principal Products Marketed

The principal method or methods used to acquire equity capital was not the same
for all commodity groups of marketing cooperatives (tables 40 and 41). For example
nearly 3 out of every 4 dollars of equity capital of fruit and vegetable cooperatives out-
standing in 1976 was acquired by per unit capital retains from patrons’ sales proceeds
Grain marketing cooperatives, on the other hand, acquired only 1 percent of their equity
capital by this method.

Methods of acquiring equity by cooperatives classified by principal products sold
were heavily weighted by results reported by the 2,074 grain cooperatives, because grain
cooperatives accounted for 57 percent of all 3,631 marketing and marketing/farm supply
cooperatives in 1976, and accounted for almost 45 percent of the total allocated equity
capital outstanding. The grain cooperatives acquired only 5 percent of their total allocated
equity capital outstanding in 1976 by selling stock or other equity paper. This compares
with I1 percent that had been acquired by sale in 1970. These cooperatives acquired over
93 percent in 1976 by retaining patronage refunds.

The 2,074 grain cooperatives had $1,282 million, over 59 percent of their total
allocated equity capital outstanding in 1976, in the form of equity certificates and credits,
and almost 98 percent of this capital was acquired by retaining patronage refunds (tab-
les 42 and 43). Nearly 93 percent of their common stock outstanding in 1976 and over 81
percent of their preferred stock was also acquired through the patronage refund route.
Eighteen percent of the preferred stock and 7 percent of the common stock had been
purchased outright.

The 364 fruit and vegetable cooperatives had combined allocated equity capital out-
standing in 1976 of over $566 million. Less than 6 percent of this was acquired by
purchase, nearly 23 percent by retained patronage refunds, and over 71 percent by per
unit capital retains.

The 459 dairy cooperatives had also acquired less than 6 percent of their total
allocated equity capital outstanding in 1976 by selling stock or other equity paper. But



Table 40—Methods used to acquire outstanding allocated equity capital in farmer marketing and marketing/supply cooperatives,
by principal products marketed and income tax status of the cooperatives, fiscal years 1970 and 1976

Total Percentage of total allocated equity capital acquired by—
Principal product, year, Cooper- allocated
and income tax status atives equity Patronage Per unit
R Purchase X .
capital refunds retained capital refunds
Number Million .. Percent --«---------<------
dollars
Diversified:

1976 .. . v i i it 28 702 15.7 83.8 0.5
Section 521 . ......... 14 201 29.7 68.5 1.8
Nonsection 521 ....... 14 501 10.0 90.0 ?

1970 . ... . i 78 324 29.6 70.3 A

Cotton and products:

1976 .. ... e 401 261 7.6 82.9 9.5
Section 521 .. ........ 296 202 7.7 80.1 12.2
Nonsection 521 . ...... 105 59 7.4 92.6 2

1970 .. ... i 526 187 2.3 84.2 13.5

Dairy products:

1976 ... i 459 596 5.9 67.6 26.5
Section 521 .......... 386 325 6.3 67.9 25.8
Nonsection 521 . ...... 73 271 5.4 67.2 27.4

1970 . ... i 826 521 4.8 68.9 26.3

Fruit and vegetables:

1976 ... .. i it 364 567 5.7 22.8 71.5
Section 521 .......... 242 337 3.8 22.2 74.0
Nonsection 521 ....... 122 230 8.5 23.7 67.8

1970 .. ... i 475 367 9.1 24.5 66.4

Grain, soybeans, and products:

1976 . ... o o 2,074 2,156 5.3 93.5 1.2
Section 521 . ......... 635 473 6.2 88.4 5.4
Nonsection 521 . ...... 1,439 1,683 5.1 94.9 z

1970 .. ... i 2,221 901 114 87.8 1.1

Livestock and wool:?

1976 . .o i 97 35 16.5 82.5 1.0
Section 521 .. ........ 67 18 18.5 81.0 5
Nonsection 521 . ...... 30 17 14.5 84.1 1.4

1970 ... .. e 514 19 20.3 79.7 2

Poultry products:

1976 . ... e 37 79 12.9 81.7 5.4
Section 521 . ......... 15 37 2.9 92.3 4.8
Nonsection 521 . ... ... 22 42 21.8 72.3 5.9

1970 . ... i 74 51 3.7 58.3 38.0

Rice:

1976 . ... 50 87 6.9 43.5 49.6
Section 521 .......... 38 81 6.3 40.6 53.1
Nonsection 621 . ...... 12 6 15.9 84.1 2

1970 ... ... i 54 65 7.7 43.0 49.3

Sugar:

1876 . .. ..ot 46 236 35.8 27.8 36.4
Section 521 .......... 29 67 33.5 {(5.1) 71.6
Nonsection 521 . ...... 17 169 36.7 40.8 225

1970° ... 4 4 4 4 4

{Continued)
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Table 40—Methods used to acquire outstanding atlocated equity capital in farmer marketing and marketing/supply cooperatives,
by principat products marketed and income tax status of the cooperatives, fiscal years 1970 and 1976—Continued

Total Percentage of total allocated equity capital acquired by—

Principal product, year, Cooper- allocated
and income tax status atives equity Purchase Patronage Per unit

capital refunds retained capital refunds
Number il N S Percent-----«cencvaanoo.
dollars
Other products:*

1976 . ....... ... ..... 75 77 3.6 40.4 56.0
Section521 .......... 45 57 3.6 29.1 67.3
Nonsection 521 ....... 30 20 3.8 72.2 24.0

1970 ... .. . 206 112 21.1 50.0 28.9

Total:

1976 . .............. 3,631 4,796 8.8 74.6 16.6
Section521 . ........ 1,767 1,798 9.6 61.6 28.8
Nonsection 521 .. .... 1,864 2,998 8.3 82,5 9.2

1970 .. ... ..., 4,974 2,647 12.2 68.9 18.9

! Data were not collected on income tax status for 1970.

2 Less than 0.05 percent.

3The 1976 survey excluded livestock shipping associations and county wool pools with small amounts of assets.

* Information included with other products in 1970. See footnote 5.

S Includes cooperatives handling the following products in 1976: 12 dry beans and peas, 17 nuts, 18 tobacco, and 28 special
crops and miscellaneous products. For 1970, includes: 63 sugar {inciuding 43 sugar beet bargaining), 28 tobacco, 17 nuts, 13 dry

beans and peas, and 85 miscellaneous products.

Table 41—Number of the 3,631 farmer marketing and marketing/supply cooperatives that acquired any outstanding allocated
equity capital by specified methods, by principal products marketed and income tax status of the cooperatives, fiscal year 1976

Principal product and income tax status

Cooperatives

Cooperatives with any of their total allocated equity

capital acquired by® —

Patronage Per unit
Purchase . . .
refunds retained capital retains
----------------------------- Number----«-«-vemmemna
Diversified ..................... 28 25 25 4
Section521 ................... 14 14 13 3
Nonsection 521 . ............... 14 11 12 1
Cotton and products . ............. 401 322 373 7
Section 521 ............ ... ... 296 243 282 7
Nonsection 521 .. .............. 105 79 91 0
Dairyproducts . ................. 459 N 414 52
SectionB21 .. ................. 386 150 352 36
Nonsection 621 .. .............. 73 41 62 16
Fruitand vegetables . .............. 364 203 201 177
Section521 ................... 242 1185 133 133
Nonsection5621 ................ 122 88 68 44
Grain, soybeans and products . ....... 2,074 1,062 2,041 12
Section521 .. ................. 635 384 631 11
Nonsection 521 .. .............. 1,439 678 1,410 1
Livestockand wool®> . ............. 97 33 42 3
Section521 . .................. 67 16 26 2
Nonsection 521 . ............... 30 17 16 1
{Continue
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Table 41—Number of the 3,631 farmer marketing and marketing/supply cooperatives that acquired any outstanding allocated equity

capital by specified.methods, by principal products marketed and income tax status of the cooperatives, fiscal year 1976-—Continued

Cooperatives with any of their total allocated equity
capital acquired by' —

Principal product and income tax status Cooperatives
Patronage Per unit
Purchase ) . .
refunds retained capital retains
Poultry products ... ....... .0 37 30 29 8
Section 521 . . v vt i it i 15 8 12 2
Nonsection 521 . .. ... oo 22 22 17 6
RICE + v vt v e eeneeeonnvnanannons 50 27 45 5
Section 521 . . . ..t i i e 38 15 37 5
Nonsection 521 .. ... vvv e 12 12 8 0
SUGAr ... 46 17 16 9
Section 521 .. .. ... i 29 5 2 4
Nonsection 521 .. ...... ..o 17 12 14 5
Other products® ... ... veevvnen.s 75 46 48 24
Section 521 . . v i it 45 27 25 15
Nonsection 521 . . ... o v v v n e e v o 30 19 23 g
Total .ottt e e e 3,631 1,956 3,234 301
Section 521 . . ...t 1,767 977 1,513 218
Nonsection 521 . ... ... .o 1,864 979 1,721 83

! Figures cannot be added because most of the cooperatives have more than one type of allocated equity capital and each type
was acquired by one or more methods.

2 Excludes livestock shipping associations and county wool pools.

3 ncludes cooperatives handling the following products: 12 dry beans and peas, 17 nuts, 18 tobacco, and 2B special crops
and miscellaneous products.

Table 42—Methods used to acquire various types of outstanding allocated equity capital by 3,631 farmer marketing
and marketing/supply cooperatives, by principal products marketed by cooperatives, fiscal year 1976

Percentage total allocated equity capital
Total .
Principal product and type Ly allocated acquired by—
. L Cooperatives .
of equity capital eql{nty Patronage Per unit
capital Purchase . . .
refunds retained capital retains
Number FliousenRaE ST Percent-----<----------
dollars
Diversified ... . vt i e 28 702,169 16.7 83.8 0.5
Commonstock .......ccoveeeennn 21 281,346 2.4 97.6 0
Preferred stock . . ... v oo it 15 62,238 90.5 9.5 0
Membership certificates ............ 4 15 100.0 0 0
Qualified certificates and credits . ...... 24 358,193 13.2 85.8 1.0
Nonqualified certificates and credits .. .. 1 377 0 100.0
Cottonand products . . ........c.cen e 401 260,889 7.6 82.9 9.5
Commonstock ... vvv v oo nonns 315 6,741 55.3 44.7 0
Preferredstock . ... .o vt 157 54,266 9.6 90.4 0
Membership certificates . ........... 38 2,131 1.3 98.7 0
Qualified certificates and credits . ...... 318 191,816 5.7 81.4 129
Nonqualified certificates and credits .. .. 18 5,936 0 100.0 0
Dairy products .. ..vvvvven et 459 595,350 5.9 67.6 26.5
Commonstock . .......s s aees 281 15,488 23.6 70.7 5.7
Preferredstock .. ... e 100 45,218 44.0 53.2 28
Membership certificates ............ 38 7,273 97.2 2.8 0
Qualified certificates and credits .. ..... 396 522,375 .8 69.4 29.8
Nonqualified certificates and credits .. .. 7 4,996 0 93.6 6.4

{Continued)
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Table 42—Methods used to acquire various types of outstanding atlocated equity capital by 3,631 farmer marketing
and marketing/supply cooperatives, by principal products marketed by cooperatives fiscal year 1976—Continued

Percentage total allocated equity capital
Total s
o acquired by—
Principal product and type ol allocated
of equity capital Cogperativeg equity
5 Patronage Per unit
capital furchase refunds retained capital retains
Number Thousand ... Percent - - --«---uaoa...
dollars
Fruits and vegetables ............... 364 566,479 5.7 22,8 715
Commonstock .................. 144 36,711 49.3 7 50.0
Preferredstock .................. 54 25,532 32.8 51.1 16.1
Membership certificates . ........... 57 1,671 90.2 9.8 0
Qualified certificates and credits .. ... .. 291 469,316 1.0 22,2 76.8
Nonqualified certificates and credits 43 33,249 0 34.1 65.9
Grain, soybeans and products .......... 2,074 2,156,127 5.3 93.5 1.2
Commonstock .................. 1,687 413,102 7.2 92.8 0
Preferredstock .................. 943 441,695 18.4 81.4 2
Membership certificates ............ 106 11,907 23.5 76.5 0
Qualified certificates and credits . ...... 1,837 1,282,226 .1 97.9 2.0
Nonqualified certificates and credits 108 7,197 0 100.0 0
Livestockandwool® ................ 97 35,126 16.5 82.5 1.0
Commonstock .................. 32 2,114 84.9 15.1 0
Preferredstock .................. 19 5,079 65.8 34.2 0
Membership certificates ............ 9 1,862 24.6 75.4 0
Qualified certificates and credits .. ... .. 35 25,063 .8 97.9 1.3
Nonqualified certificates and credits 6 1,018 0 100.0 0
Poultryproducts . ................. 37 79,038 129 81.7 5.4
Commonstock .................. 25 1,120 78.0 22.0 0
Preferredstock .................. 15 3,285 77.0 20.9 21
Membership certificates ............ 7 46 100.0 0 0
Qualified certificates and credits . ...... 31 73,304 9.2 85.1 5.7
Nonqualified certificates and credits 1 1,283 0 100.0 0
Rice ......... .. ... .. .. ... 50 87,014 6.9 43.5 49.6
Commonstock .................. 27 13,015 0.4 0.2 99.4
Preferredstock .................. 27 30,276 19.6 37.2 43.2
Membership certificates ............ 1 4 100.0 0 0
Qualified certificates and credits . ...... 41 42,979 A 60.0 39.9
Nonqualified certificates and credits 2 740 0 100.0 0
Sugar ... e 46 236,359 35.8 27.8 36.4
Commonstock .................. 15 30,156 100.0 0 0
Preferredstock .................. 7 46,153 100.0 0 0
Membership certificates ............ 1 28 100.0 0 0
Qualified certificates and credits . ...... 22 147,042 5.6 39.3 55.1
Nonqualified certificates and credits 6 12,980 0 60.9 39.1
Other products® .. ................ 75 77,175 3.6 40.4 56.0
Commonstock .................. 30 3,652 15.0 85.0 0
Preferredstock .................. 23 2,421 79.0 21.0 0
Membership certificates ............ 26 2,010 1 ?.6 87.4 0
Qualified certificates and credits . ... ... 57 68,429 A 37.2 62.7
Nonqualified certificates and credits 7 663 V] 563.7 46.3
Total o 3,631 4,795,726 88 746 16.6
Commonstock ................. 2,577 803,445 11.9 84.1 4.0
Preferredstock ................. 1,360 716,163 32.3 65.0 2.7
Membership certificates ........... 287 26,937 45,3 54.7 0
Qualified certificates and credits ... .. 3,052 3,180,742 2.6 74.9 225
Nonqualified certificates and credits . . . 199 68,439 0 59.6 40.4

! Numbers do not add to totals because most cooperatives have more than one type of aliocated equity capital.

2 Excludes livestock shipping associations and county wool pools with small amounts of assets.
3 Includes cooperatives handling the following products:

miscellaneous products.
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Table 43—Number of the 3,631 farmer marketing and marketing/supply cooperatives that acquired any of their outstanding
allocated equity capital by specified methods, by type of allocated equity and principal products marketed by the cooperatives,
fiscal year 1976

Cooperatives acquiring any of their allocated

equity capital by' —
Principal product and type quity capital by

Cooperatives

of allocated equity Patronage Per unit
Purchase . . .

refunds retained capital retains

--------------------------- Number - -««-c-ecececrmencncncnconn
Diversified . ....... ..o 28 25 25 4
CommonsStock . ... ii i it 21 19 3 0
Preferredstock . ..........c.0... 15 13 6 0
Membership certificates . .......... 4 4 0 0
Qualified certificates and credits .. ... 24 1 23 4
Nonqualified certificates and credits . . . 1 0 1 0
Cottonandproducts .............. 401 322 373 7
Commonstock .. ... ieennaan 315 277 51 0
Preferredstock . ................ 157 89 85 0
Membership certificates ........... 38 33 [ 0
Qualified certificates and credits .. ... 318 12 311 7
Nonqualified certificates and credits . . . 18 0 18 0
Dairyproducts . . .......cnieunenn 459 191 414 52
Commonstock . ....ovi e 281 151 131 7
Preferredstock . ................ 100 56 48 6
Membership certificates ........... 38 27 11 0
Qualified certificates and credits .. ... 396 6 385 40
Nonqualified certificates and credits . . . 7 0 5 2
Fruits and vegetables .............. 364 203 201 177
Commonstock ......cvovveunnn 144 134 10 8
Preferredstock . ........ccouuevn 54 40 14 3
Membership certificates . .......... 57 54 4 0
Qualified certificates and credits . .. .. 291 21 170 170
Nonqualified certificates and credits . . . 43 0 3 13
Grain, soybeans and products ........ 2,074 1,062 2,041 12
Commonstock . .....c.couvvuennn 1,685 799 1,044 0
Preferredstock ................. 944 512 537 7
Membership certificates . .......... 107 67 42 0
Qualified certificates and credits . .. .. 1,834 6 1,831 5
Nonqualified certificates and credits . . . 108 0 108 0
Livestockand wool®> . ............. 97 33 42 3
Commonstock . ........cvveunn 32 26 8 0
Preferredstock . ............c0... 19 16 4 0
Membership certificates . .......... 9 5 4 0
Qualified certificates and credits ... .. 35 2 33 3
Nonqualified certificates and credits . . . 6 0 6 0
Poultry products . ... ..o oo ienen 37 30 29 8
Commonstock . .....voverinnunn 25 23 2 0
Preferredstock . ............00. 15 12 1 1
Membership certificates ........... 7 7 0 0
Qualified certificates and credits ... .. 31 4 26 7
Nonqualified certificates and credits . . . 1 0 1 0

{Continued)
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Table 43—Number of the 3,631 farmer marketing and marketing/supply cooperatives that acquired any of their outstanding
allocated equity capital by specified methods, by type of allocated equity and principal products marketed
by the cooperatives, fiscal year 1976—Continued

Cooperatives acquiring any of their allocated

. R 1_
Principal product and type equity capital by

Cooperatives

of allocated equity Patronage Per unit
Purchase A . )
refunds retained capital retains
--------------------------- Number -« --«---eemeaoaiil

Rice . .r.r0 . .00, 8 1] 50 27 45 5
Commonstock ................. 27 26 1 1
Preferredstock ................. 27 19 11 3
Membership certificates ........... 1 0 0
Qualified certificates and credits . . . . . 41 1 41 2
Nongqualified certificates and credits 0 2 0
Sugar L. e 46 17 16 9
Commonstock ................. 15 15 0 0
Preferredstock ................. 7 7 0 0
Membership certificates ........... 1 1 0 0
Qualified certificates and credits . . .. . 22 3 16 9
Nonqualified certificates and credits . . . 6 0 5 1
Other products® . ................ 75 46 48 24
Commonstock ................. 30 28 12 0
Preferredstock ................. 23 21 3 0
Membership certificates ........... 26 19 7 0
Quatified certificates and credits . . .. . 57 1 39 23
Nonqualified certificates and credits . . . 7 0 6 1
Total ............. i, 3,631 1,956 3,234 301
Commonstock ............... 2,575 1,498 1,262 16
Preferredstock ............... 1,361 785 709 20
Membership certificates . ......... 288 218 73 0
Quatified certificates and credits . . . . 3,049 57 2,875 270
Nongualified certificates and credit . . 199 0 183 17

! Figures cannot be added because most of the cooperatives have more than one type of allocated e

quity capital and each type

was acquired by one or more methods.

2 Excludes livestock shipping associations and county wool pools.

3 Includes cooperatives handling the following products: 12 dry beans and

peas, 17 nuts, 18 tobacco, and 28 special crops

and miscellaneous products.
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they had acquired nearly 68 percent by retaining patronage refunds and about 27 percent
by per unit capital retains.

Comparable data on methods of acquiring equity capital for cooperatives
marketing other products are provided in tables 40, 41, 42, and 43.

Differences in methods used to acquire equity capital by cooperatives classified by
principal products are shown separately for the cooperatives operating under section 521
of the Internal Revenue Code in tables 40 and 41.

Methods of Acquiring Equity Capital
By Farm Credit Districts

Tables 44, 45, 46, and 47 show methods used by the 5,795 marketing and farm
supply cooperatives to acquire their allocated equity capital outstanding in 1976 by
location of the cooperatives in the 12 farm credit districts.

Some farm products are grown in almost every State, and, of course, farm supplies



Table 44—-Methods used to acquire outstanding allocated equity capital by 5,795 farmer marketing and supply cooperatives,
by farm credit districts and income tax status of the cooperatives, fiscal year 1976

Percentage of total allocated equity capital

Total "
acquired by—
— Sl . . aliocated
Farm credit district and income tax status Cooperatives equit
q 't»; Purchase Patronage Per unit
capita il refunds retained capital retains
Number icuseodey” 8 mmE Percent-------ccn-nnnnn-
dollars
Springfield .......... . ... 0 i, 278 152,608 40.4 34.5 25.1
Section 521 . ... .. i 107 92,180 125 46.9 40.6
Nonsection 521 .. ......... ... cuu. 7 60,428 82.9 15.5 1.6
Baltimore . ........coenvnnrevnnn 208 188,776 16.3 81.9 1.8
Section 621 .. ... ...t 144 100,333 14.8 81.9 3.3
Nonsection 521 . . ... ... v vianns 64 88,443 18.0 81.9 A
Columbia ........vivviiiinnnoann 204 392,522 26.5 48.1 25.4
Section 521 . . .. ... e 129 213,773 30.0 65.6 4.4
Nonsection 521 ... ..... ... 75 178,749 224 271 50.5
Llouisville ... ... iieenan 452 468,719 15.7 75.7 8.6
Section 521 . ... ... i 251 172,493 19.6 58.1 223
Nonsection 521 ... ... .. ..o env v 201 296,226 13.5 86.0 .5
NewOrleans . ........ ..o enne 272 315,762 42.0 57.4 .6
Section 521 .. ... .. .. 181 133,307 13.8 85.7 .5
Nonsection 521 ... ............... 9 182,455 62.7 36.7 6
St.LouisS ... iiei e i 490 1,031,132 9.3 84.2 6.5
Section 521 .. ... ...t 150 119,779 8.1 54.0 37.9
Nonsection 821 . .. ... ... v 340 911,353 9.5 88.1 24
St.Paul . ... .. ... 1,474 1,450,166 6.8 92.8 4
Section 521 .. ... ... e 611 351,860 4.1 95.7 .2
Nonsection 521 ... .........ccuu . 863 1,098,306 7.6 91.9 5
Omaha .........cciiiiitennnennns 930 739,490 2.0 95.5 2.5
Section 521 . . ... ... e 219 173,280 1.3 89.4 9.3
Nonsection 521 .. ...... ... 711 566,210 2.3 97.3 4
Wichita ........c0ciiiiiinnnnnn 473 502,037 1.1 98.9 3
Section 521 . . ... i e 60 23,876 3.9 95.7 4
Nonsection 521 . . .o vt v i vt i e vnnn. 413 478,161 1.0 99.0 e
Houston . .........cuiinvinenenens 368 378,691 7.6 80.5 11.9
Section 521 . ... ... i 256 207,590 11.5 80.7 7.8
Nonsection 521 . ... ... v v v v v e 112 171,101 2.8 80.2 17.0
SaCramento . . .. .. e v v v en et 287 639,106 7.7 25.8 66.5
Section 521 . . ... . ... e 227 406,371 4.4 20.6 75.0
Nonsection 521 . .............c... 60 232,735 13.56 34.9 51.6
Spokane . ... ... e e e 359 300,644 2.9 78.8 18.3
Section 521 . .. ...t e 140 119,302 1.5 60.1 38.4
Nonsection . ........covievennnnan 219 181,342 3.8 91.1 5.1
US.total .........c0itiiiinvnennn 5,795 6,559,653 10.7 771 12.2
Section 521 .. ... ..., . . i 2,475 2,114,144 10.1 65.4 245
Nonsection 521 . .. ........cou.. 3,320 4,445,509 11.0 82.6 6.4

! Less than 0.05 percent.



Table 46—Number of the 5,795 farmer marketing and supply cooperatives that acquired any of their outstanding allocated
equity capital by specified methods, by farm credit districts and income tax status of the cooperatives,
fiscal year 1976

Cooperatives with any of their total allocated
equity capital acquired by' —

Farm credit district and income tax status Cooperatives
Patronage Per unit
Purchase ) . .
refunds retained capital retains
--------------------------- Number -« ---cevmvcccmecaaa..
Springfield ..................... 278 197 88 10
Section521 . .................. 107 35 75 8
Nonsection 521 ................ 171 162 13 2
Baltimore ............c.i0iuu.. 208 122 167 7
Section521 ................... 144 80 127 6
Nonsection521 . ............... 64 42 40 1
Columbia .............. . ... 204 166 160 47
Section521 ................... 129 109 115 16
Nonsection 521 ................ 75 57 45 31
Louisville .. ........cvvivnnvnn, 452 395 417 8
Section521 ........... 00 vun 251 210 228 4
Nonsection 521 ................ 201 185 189 4
NewOrleans . ..........cc0vvvnn. 272 158 237 9
Section521 ................... 181 76 164 6
Nonsection 521 ................ 91 82 73 3
St.louis ........cviivnunrnnn. 490 309 437 15
Section521 ................... 150 83 131 14
Nonsection 521 . ............... 340 226 306 1
St.Paul ............... ... ... 1,474 730 1,424 8
Section521 ............ ... 611 337 589 5
Nonsection521 ................ 863 393 835 3
Omaha .........ciiiiinnnnnnn. 930 308 911 8
Section821 ................... 219 73 205 5
Nonsection521 ................ 711 235 706 3
Wichita ....................... 473 131 468 4
Section821 ................... 60 26 56 2
Nonsection 521 .. .............. 413 105 412 2
Houston ...................... 368 329 342 6
Section 521 ......... v 256 228 247 5
Nonsection521 ................ 112 101 95 1
Sacramento ............ 00000, 287 135 165 159
Section521 ..............c.... 227 91 130 131
Nonsection 521 ................ 60 44 35 28
Spokane . ..........ch e, 359 220 316 25
Section521 ..........c.iviiunn. 140 86 108 17
Nonsection521 ................ 219 134 208 8
US.total .........civvinennn .. 5,795 3,200 5,132 306
Section521 .. ..........c.... .. 2,475 1,434 2,175 219
Nonsection 521 . ............... 3,320 1,766 2,957 87

! Figures cannot be added because most of the cooperatives had more than one type of allocated equity capital and each type v
acquired by one or more methods.
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Table 46—-Methods used to acquire the various types of outstanding allocated equity capital of 5,795 farmer marketing
and supply cooperatives, by farm credit districts, fiscal year 1976

Percentage of total allocated equity

Total . .
Farm credit district and type of allocated L allocated capital Seqbliee by
equity capital Cooperatives equity .
capital Purchase Patronagfa F.’er umt'
refunds retained capital retains
Number Thousand ... Percent-------caocene-.
dollars
Springfield . .......... ... 0 278 152,608 40.4 34.5 25.1
Commonstock ........... 0000 201 26,951 40.1 0.5 59.4
Preferredstock ................. 159 55,282 86.1 7.8 6.1
Membership certificates ........... 7 330 41.5 58.5 0
Qualified certificates and credits . ... .. 84 68,295 4.5 67.7 27.8
Nonqualified certificates and credits 6 1,750 0 100.0 0
Baltimore ...........oeiiuunnnnn 208 188,776 16.3 81.9 1.8
Commonstock . ................ 157 28,246 10.8 86.6 2.6
Preferredstock ................. 68 40,628 68.2 31.6 2
Membership certificates ........... 7 358 9.2 90.8 0
Qualified certificates and credits .. .. .. 149 112,387 0 97.7 2.3
Nonqualified certificates and credits YAl 7,157 0 100.0 0
Columbia ..........cciiinvnnn 204 392,522 26.5 48.1 25.4
Commonstock .. .......oinn 84 24,569 88.5 10.7 .8
Preferredstock ........... . .c.o... 32 17,978 73.9 26.0 1
Membership certificates . .......... 7 207 100.0 0 4]
Qualified certificates and credits ... ... 172 329,752 20.9 52.2 26.9
Nonqualified certificates and credits 73 20,016 0 46.6 63.4
Louisville . .........c.couueuronnn 452 468,719 15.7 75.7 8.6
Commonstock .........00000enn 407 114,830 7.3 92.3 4
Preferredstock ................. 348 139,083 46.6 52.6 .8
Membership certificates ........... 12 460 99.9 A 0
Qualified certificates and credits . ... .. 379 209,183 0 81.6 18.4
Nonqualified certificates and credits 127 5,163 0 100.0 0
NewOrleans ............0iuvvnnn 272 315,762 42.0 57.4 6
Commonstock .........c.o00un 146 114,994 95.5 4.4 A
Preferredstock ................. 83 23,332 93.8 2.0 4.2
Membership certificates . .......... 11 1,087 32.9 67.1 0
Qualified certificates and credits . ... .. 225 167,392 4 99.2 4
Nonqualified certificates and credits 82 8,957 0 100.0 0
St.louis .. ... e 490 1,031,132 9.3 84.2 6.5
Commonstock ...........00cun. 165 280,754 1.1 98.9 0
Preferred stock .. ... oo v i iv e 253 453,961 20.3 79.7 b
Membership certificates ........... 28 701 96.6 3.4 0
Qualified certificates and credits . ... .. 323 293,275 0 771 22.9
Nonqualified certificates and credits 33 2,441 0 100.0 0
St.Paul ......... i 1,474 1,450,166 6.8 92.8 4
Commonstock . ................ 1,239 220,639 15.7 84.3 0
Preferredstock . ................ 540 327,433 17.4 82.6 2
Membership certificates ........... 25 839 17.0 83.0 0
Qualified certificates and credits . ... .. 1,241 898,895 7 98.6 7
Nonqualified certificates and credits 51 2,360 0 100.0 0
{Continued)
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Table 46—Methods used to acquire the various types of outstanding allocated equity capital of 5,795 farmer marketing
and supply cooperatives, by farm credit districts, fiscal year 1976—Continued

Percentage of total allocated equity
Total . .
Farm credit district and type of allocated L allocated capital acquired by—
equity capital Coopgratives equity
capital Purchase Patronage Per unit
refunds retained capital retains
Number Thousand ..., Percent------ R
dollars
Omaha .........00ciiiiininnnnnn. 930 739,490 2.0 95.5 25
Commonstock . ........0o0vuuvnn. 797 112,241 10.3 89.7 2
Preferredstock .................. 360 89,183 1.7 98.3 0
Membership certificates ............ 67 3,241 60.6 39.4 0
Qualified certificates and credits . ...... 880 530,839 2 96.5 3.5
Nonqualified certificates and credits .. .. 29 3,986 0 100.0 0]
Wichita . ..........cc0 .. 473 502,037 1.1 98.9
Commonstock . ........c.00venen 414 251,210 1.0 99.0 0
Preferredstock . ................. 177 64,596 3.6 96.5 2
Membership certificates ............ 52 11,212 2.5 97.5 0
Qualified certificates and credits . ...... 430 171,451 4 99.5 A
Nonqualified certificates and credits . ... 5 3,568 o] 100.0 0
Houston . .........0iiiiiminnennnn 368 378,691 7.6 80.5 1.9
Commonstock . ........c.0viuun.. 320 6,059 72.3 27.7 0
Preferredstock . ................. 202 140,860 9.5 86.2 4.3
Membership certificates ............ 8 24 100.0 0 0
Qualified certificates and credits ....... 252 226,833 4.8 77.9 17.3
Nonqualified certificates and credits . ... 10 4915 0 100.0 0
Sacramento . . ... ... 287 639,106 7.7 25.8 66.5
Commonstock . ........oovuuuenn 32 45,364 67.7 7 31.6
Preferredstock .................. 20 8,162 13.0 1.0 86.0
Membership certificates ............ 100 8,674 99.6 4 0
Qualified certificates and credits ....... 262 556,968 1.6 28.9 69.5
Nonqualified certificates and credits . ... 22 20,048 0 16.8 83.2
Spokane . ... ... e 359 300,644 29 78.8 18.3
Commonstock . .........c000un.. 250 34,921 11.0 88.2 .8
Preferredstock .................. 90 34,845 9.1 88.8 2.1
Membership certificates ............ 69 5,504 24.0 76.0 0
Qualified certificates and credits ....... 244 220,734 A 75.5 24.4
Nonqualified certificates and credits . ... 29 4,640 0 94.6 5.4
US.total ..........cciininnn. 5,795 6,559,653 10.7 771 12.2
CommoNStoCk . .. ... vrnnenn 4,212 1,260,778 19.4 78.1 2.5
Preferredstock ................. 2,332 1,395,333 24.8 73.8 14
Membership certificates ........... 393 32,637 43.5 56.5 0
Qualified certificates and credits .. ... 4,641 3,786,004 2.6 78.3 19.1
Nonqualified certificates and credits . . . 538 85,001 0 67.6 32.5

! Numbers do not add to totals because most cooperatives had more than one type of allocated equity capital.
? Less than 0.05 percent.

are needed in all States. However, other products, such as fruits and vegetables, a
grown predominantly in a few States. Therefore, there is a definite relationship betwe:
methods of acquiring equity capital in certain geographic areas and the major types
cooperatives located in these areas. Types of cooperatives headquartered in each far
credit district are shown in table 4.

Most of the fruit and vegetable marketing cooperatives are located in Californ
and Florida, with a few large ones in the northeastern and northwestern areas of tl
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Tabie 47—-Number of the 5,795 farmer marketing and supply cooperatives that acquired outstanding allocated equity capital

by specified methods, by type of allocated equity and farm credit districts, fiscal year 1976

Farm credit district and type of allocated

equity capital

Cooperatives

Cooperatives that acquired any of their allocated

equity capital by—

Patronage Per unit
Purchase . . .
refunds retained capital retains
--------------------------- Number--------ccememmmnannn
Springfield . ........... 0 v 278 197 88 10
Commonstock .........covuvnnn 201 188 10 5
Preferredstock . ................ 159 156 5 1
Membership certificates .. ......... 7 6 1 0
Qualified certificates and credits .. ... 84 5 81 6
Nonqualified certificates and credits . . . 6 0 6 0
Baltimore ............ it 208 122 167 7
Commonstock .......cocuvunenn 157 106 100 1
Preferredstock ................. 68 41 29 1
Membership certificates . .......... 7 2 5 [}
Qualified certificates and credits .. ... 149 V] 145 5
Nonqualified certificates and credits . . . 71 0 71 0
Columbia ..........c0viiunnnnn 204 166 160 47
Commonstock ........ouvvunnenn 84 78 7 1
Preferredstock ................. 32 27 6 1
Membership certificates . .......... 7 8 0 0
Qualified certificates and credits ... .. 172 87 147 46
Nonqualified certificates and credits . .. 73 0 62 12
Louisville ... ... ... .. eon 452 395 417 8
Commonstock ................. 407 315 189 2
Preferredstock . ................ 348 324 32 2
Membership certificates . .......... 12 1 1 0
Qualified certificates and credits ... .. 379 0 377 4
Nonqualified certificates and credits . .. 127 0 127 0
NewOrleans . ........... . 0ou.n 272 158 237 9
Commonstock .........c000eun 146 140 9 2
Preferredstock . ................ 83 78 9 1
Membership certificates . .......... 1 9 3 0
Qualified certificates and credits ... .. 225 9 221 6
Nonqualified certificates and credits . . . 82 0 82 0
St.louis . ........ i 490 309 437 15
Commonstock ................. 165 147 46 0
Preferredstock ................. 253 210 165 6
Membership certificates . .......... 28 27 1 0
Qualified certificates and credits ... .. 323 0 320 9
Nonqualified certificates and credits . . . 33 0 33 0
St.Paul ........... ... . iun. 1,474 730 1,424 8
Commonstock ........co0veeeen. 1,239 658 668 0
Preferredstock ................. 540 308 235 3
Membership certificates ........... 25 14 12 0
Qualified certificates and credits ... .. 1,241 5 1,241 5
Nonqualified certificates and credits . . . 51 0 51 0
{Continued)
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Table 47—Number of the 5,795 farmer marketing and supply cooperatives that acquired outstanding allocated equity capital
by specified methods, by type of allocated equity and farm credit districts, fiscal year 1976 —Lontinued

Cooperatives that acquired any of their allocated

R . equity capital by—
Farm credit district and type of allocated Cooperatives

equity capital Patronage Per unit
Purchase i . i
refunds retained capital retains
--------------------------- Number - -«----ceceeceonnonn
Omaha . ........¢ciiiiinnnenn. 930 308 911 8
Commonstock ................. 797 244 650 1
Preferredstock ................. 360 78 296 0
Membership certificates . .......... 67 43 22 0
Qualified certificates and credits ... .. 880 1 878 7
Nonqualified certificates and credits . . . 29 0 29 0
Wichita ........... ... .. ..., 473 131 468 4
Commonstock ............c..... 414 87 338 0
Preferredstock ................. 177 29 151 1
Membership certificates ........... 52 27 27 0
Qualified certificates and credits .. ... 430 9 422 3
Nonqualified certificates and credits . . . 5 0 5 0
Houston .................0..... 368 329 342 6
Commonstock ................. 320 311 14 0
Preferredstock ................. 202 89 136 1
Membership certificates . .......... 8 8 0 0
Qualified certificates and credits . . ... 252 12 242 5
Nonqualified certificates and credits . . . 10 0 10 0
Sacramento . ... i e 287 135 165 159
Commonstock ................. 32 29 4 3
Preferredstock ................. 20 16 4 2
Membership certificates . .......... 100 98 3 0
Qualified certificates and credits . . ... 262 12 155 155
Nongqualified certificates and credits . . . 22 0 18 4
Spokane ........... .. i, 359 220 316 25
Commonstock ................. 250 168 100 1
Preferredstock ................. [0 37 54 1
Membership certificates . .......... 69 53 18
Qualified certificates and credits .. ... 244 1 231 24
Nonqualified certificates and credits . . . 29 0 28 1
US.total . ........ ... 5,795 3,200 5,132 306
Commonstock ............... 4,212 2,471 2,135 16
Preferredstock ............... 2,332 1,393 1,122 20
Membership certificates .. ........ 393 306 93 0
Qualified certificates and credits . . . . 4,641 141 4,460 275
Nonqualified certificates and credits . . 538 0 522 17

! Figures cannot be added because most cooperatives had more than one type of allocated equity capital and acquired it by vari

methods.
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country. It is not suprising that the largest percentages of equity capital acquired by th
capital retain method appeared in the Sacramento and Columbia farm credit district:
since the capital retain system of financing is most prevalent with fruit and vegetabl
cooperatives. Numbers of cooperatives that had acquired any equity capital by capite
deductions made on a per unit basis were proportionately even greater in these two farr
credit districts.

Grain and grain/farm supply cooperatives have traditionally relied on deferre
patronage refunds as their predominant method of acquiring membership capital. Thi



method is very prominent with the grain cooperatives concentrated in the Midwest or
bread basket States.

Table 44 shows that the cooperatives located in the Springfield and New Orleans
districts had acquired by purchase 40 and 42 percent, respectively, of their equity capital
outstanding in 1976. These percentages are somewhat misleading since they are very heav-
ily weighted by a few large cooperatives with headquarters located in these districts (see
section II of this report for data on the 100 largest cooperatives).

Differences in methods used to acquire equity capital, based on Federal income tax
status of the cooperatives located in each farm credit district, are shown in tables 44
and 45.

The very significant differences shown for cooperatives with section 521 status com-
pared with those not operating under section 521 in the Springfield and New Orleans
districts are, as indicated above, accounted for by the tax status and size of a few large
cooperatives in each district.

Borrowed Capital

Agricultural processing and marketing, and the procurement of production supplies
require large sums of capital. Adequate amounts of borrowed capital are needed to
supplement member investments if cooperatives are to achieve economies of scale and the
advantages of integrated operations.

Most cooperatives no longer try to operate on a “no-debt” basis. About 79 percent
of the 5,795 cooperatives operating in 1976 had outstanding borrowed funds at the close
of the fiscal year. This compares with only 59 percent with borrowed funds at the close of
fiscal year 1962.

There has been a general trend in recent years toward the use of more borrowed
funds in the capital structure of cooperatives. Some cooperatives borrow from only one
source, but many borrow from several sources. The 4,559 cooperatives with borrowed
capital outstanding at the close of fiscal year 1976 had an average of 1.7 loan sources
each. Multiple loans from the same type of lender (such as commercial banks) were
considered as a single source.

Farmer cooperatives had outstanding borrowed capital of $6,149 million at the
close of fiscal year 1976. This total is sharply higher than the $2,766 million of borrowed
funds reported for fiscal year 1970 and the $1,191 million for fiscal year 1962.5 Both long-
_and short-term loans are included in these estimates for each survey year.

Operating and inventory loans would be higher during the year to support the
peaks in seasonal activity. Cooperatives use millions of dollars each year to finance their
seasonal short-term capital needs. Very few of these seasonal borrowings are reflected in
these figures unless they happened to be outstanding at the close of the fiscal years.

Amounts and sources of borrowed capital appearing on the balance sheets of the
5,795 cooperatives at the close of fiscal year 1976 are shown in figure 6. Any duplication
caused by intercooperative borrowing has not been eliminated from these figures. All
capital borrowed by the cooperatives from other farmer cooperatives, except banks for
cooperatives, is included as “other cooperatives” on this chart.

The banks for cooperatives continue to be the most important source of credit for
the 5,795 marketing and supply cooperatives, providing 62.2 percent of their total bor-
rowed funds outstanding at the close of the 1976 fiscal year. This represents a 2-
percentage-point drop from their share of total credit in 1970.

STobacco cooperatives, whose primary function was to administer the price-support program for tobacco in their
area, were omitted from these studies. Their use of Commodity Credit Corporation funds was not comparable to use of
funds from normal credit sources.
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Figure 6

5,795 Farmer Marketing and Supply Cooperatives
Sources of Borrowed Capital

Based on $6,149 Million Outstanding at Close of Fiscal Year 1976
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Table 48 shows that 3,042 cooperatives, or two-thirds of the total number with bor
rowed funds at the close of fiscal year 1976, had loans outstanding from the banks fo
cooperatives. And 52 percent of all 5,795 active cooperatives had outstanding loans fron
the banks for cooperatives. These figures, however, do not represent all cooperatives tha
borrow from the banks for cooperatives, just those with loans outstanding at the close o
the year and only the farmer marketing and supply cooperatives.6 The total of $3.8 biilios
from the banks for cooperatives was over three times as large as the sum from issuance o
debt securities by the cooperatives—the next largest source of debt capital. The averag
size of loans from banks for cooperatives was generally much larger than loans fron

other sources.

One-fourth of the cooperatives with borrowed funds and about 20 percent of a
active cooperatives had loans from commercial banks outstanding at the close of the
1976 fiscal year. This category included all bank loans except the loans from banks fc
cooperatives. The total amount of commercial bank loans outstanding for 1976 was $5¢
million. This compares with $229 million in 1970, but represents only a 1.2-percentag

point increase in the share of total borrowings from this source.

Debt securities issued by 2,004 of the cooperatives totaled $1,162 million at tl
close of fiscal year 1976. This source of debt capital accounted for almost 19 percent
the total debt, approximately the same percentage as in 1970, although the total amou
of debt securities increased from $535.8 million in 1970 to $1,162 million in 1976. A lar,

6Banks for cooperatives also make loans to some rural electric cooperatives, to aquatic cooperatives, and otk

agricultural cooperatives such as artificial breeding and dairy herd improvement cooperatives.
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Table 48—Sources and amounts of borrowed capital for 6,795 marketing and supply cooperatives, and number of cooperatives
with loans outstanding from each source at close of fiscal year 1976

» Amount
Cooperatives R Percentage
) outstanding
Source with borrowed from each
from each
funds' source
source
Number Million dollars Percent
Banks for cooperatives .. ........... 3,042 3,826 62.2
Commercialbanks . ............... 1,142 584 9.5
Debtsecurities .................. 2,004 1,162 18.9
Leases and industrial revenue bonds . ... 80 221 3.6
Other cooperatives . .............. 772 118 1.9
Othersources ...........cuuvuun. 566 238 3.9
Totally oy, .= Tigaad B Lol =0k . 4,559 6,149 100.0

! Figures do not add to total because many cooperatives borrow from more than one source.

share of the total amount of debt securities was issued by the largest cooperatives. In sec-

tion II of this report, the borrowed funds of the 100 largest cooperatives are discussed in
detail.

The debt securities category includes debt paper issued to members, patrons, and
others for: (1) direct loans or loans resulting from transactions involving purchase agree-
ments or contracts for land or equipment, installment contracts for facilities, or long-term
contracts with construction companies; or (2) capital obtained through the sale or
issuance of debt instruments such as debenture bonds, finance fund certificates, certifi-
cates of indebtedness, or short-term or demand notes. However, serialized debt certificates
made up the predominant share of this $1,162 million of debt paper. All certificates in
this category had a definite due date. Some cooperatives sell debt instruments for cash to
individuals; some issue debt paper as evidence of retained patronage refunds or per unit
capital retains; and debt instruments result from mergers or consolidations in some cases.

Securities and Exchange Commission (SEC) registration procedures and costs,
when required, are a consideration in issuing debt securities. The applicable Federal and
State regulations depend on factors such as the presence of interstate commerce, tax sta-
tus of the cooperatives, and the features of the individual debt issues.

Eighty cooperatives, representing 1.4 percent of the 5,795 active cooperatives,
reported capitalized leases (including involvement with industrial revenue bond financing)
in the debt section of their balance sheets in 1976. A total of $221 million, or 3.6 percent
of total borrowed capital outstanding at the close of fiscal year 1976 was from this source.
This is a relatively new source of capital for cooperatives. No figures are available on
leasing as a form of financing for earlier years—any capitalized leasing reported in 1970
or earlier was included in the previous studies with other sources of debt capital.

Only leases, including leveraged leases and industrial revenue bonds, that were
capitalized and included in the liability section of the balance sheets of the cooperatives,
were included with borrowed or debt capital for this study. Accounting and reporting
practices of the cooperatives for lease financing differ. The total amount of lease financing
may be understated to a degree in this report because not all cooperatives capitalized their
leases at the time of this study. In the past, many leases were not capitalized on financial
statements. Currently, however, Financial Accounting Standards Board (FASB) State-
ment 13, which deals with accounting for leases, requires expanded disclosure on financial
statements for qualifying leases entered into before January 1, 1977. In 1981, FAS 13 will
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require, on a retroactive basis, capitalization on financial statements of qualifying lease
entered into before January 1, 1977.

Some farmer cooperatives are participating in projects with local governments i
obtaining financing through use of industrial development or industrial revenue bonds
Processing plants, storage facilities, and other projects are financed in this manner. ¢
local or county government unit may issue the bonds and then, in effect, make the equip
ment, buildings, and land available under a long-term lease arrangement to the cooper
atives. The cooperatives may purchase the property upon termination of the lease agree
ment. In other cases, bond proceeds are loaned directly to cooperatives. Cooperatives o
various sizes are involved with governmental units in industrial revenue bond financing
but the 100 largest cooperatives accounted for 88 percent of the total (5221 million
financing through leases and industrial revenue bonds.

Loans to farmer cooperatives from other cooperatives, amounting to $118 million
were reported by 772 cooperatives as outstanding at the close of fiscal year 1976. Thi
source of credit accounted for less than 2 percent of total debt capital.

The loans from other cooperatives were concentrated among cooperatives that se
farm supplies and/or market grain. These cooperatives often have a federate
organizational structure, and the loans are generally made to the local members of th
federated cooperatives. In the farm supply group, 492 cooperatives borrowed a total c
nearly $67 million from other cooperatives. The grain and grain/farm supply cooperative
had 221 loans outstanding for a total of $40 million. These two groups of cooperative
accounted for over 90 percent of the total amount of loans from other cooperatives.

Federated cooperatives extending credit to member associations were, in som
cases, borrowing from other sources to provide this service. Some of the loans were als:
from subsidiary credit associations established by federated cooperatives to provide thi
service. A few federated cooperatives also borrow from their member associations.

Other sources accounted for the remaining $238 million, or 3.9 percent of total bo
rowed capital outstanding at the close of fiscal year 1976. Other sources were reported t
566 of the 5,795 cooperatives. Insurance companies accounted for the major portion «
loans from other sources, and the majority of this ($140.6 million) was reported by 7 «
the 100 largest cooperatives. Other sources also included marketing and supply comp:
nies, national and State farm organizations, credit unions, and employee pension funds.

A comparison of sources of borrowed capital of farmer marketing and suppl
cooperatives outstanding at the close of fiscal years 1954, 1962, 1970, and 1976 is show
in figure 7. All certificates fixed as to amount and maturity date were considered det
securities.

Total borrowed capital outstanding at the close of fiscal year 1954 was estimated &
$822 million. At the close of fiscal year 1962 this total was $1,191 million, an increase ¢
45 percent for the 8-year period, or an average annual increase of 5.6 percent.

By the close of fiscal year 1970, debt capital had increased to $2,766 million, a
increase for the 8-year period (1963-1970) of 132 percent, or an average annual increase ¢
16.5 percent.

Total debt capital outstanding at the close of fiscal year 1976 totaled $6,14
million. This represents an increase for the 6 years (1971-1976) of 122 percent, or an avei
age annual increase of 20.3 percent.

Banks for cooperatives stood out as the major source of credit for farmer coope:
atives for each of the 4 survey years. Their share of credit, based on amounts outstandin
at the close of the fiscal years, increased from 50 percent in 1962 to 64 percent in 197(
but dropped slightly to 62 percent in 1976.



Figure 7

Farmer Marketing and Supply Cooperatives

Sources of Borrowed Capital, Based on Amounts Outstanding
at the End of Fiscal Years
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Commercial banks furnished just over 8 percent of total borrowed capital out-
standing at the close of fiscal years 1954, 1962, and 1970. Their share has increased only
slightly, accounting for 9.5 percent of the total in 1976.

Debt securities, including all maturity-dated certificates, accounted for 18.9 percent
of total debt capital of the cooperatives at the close of fiscal year 1976. This was only
slightly less than the 19.4 percent from this source in 1970, but was considerably less than
the 36.9 and 30.1 percent of total debt capital accounted for by this source in 1954 and
1962, respectively.

A few large cooperatives continue to provide their members and some outsiders
with the opportunity to purchase fixed-income, fixed-maturity certificates. Most cooper-
atives, however, rely on members’ capital contributions either in the form of retained
savings or per unit capital retains. And while most member contributions are not maturity
dated and are classified as equity capital, a few cooperatives have adopted the practice of
issuing maturity-dated certificates for some member-patron investments. This was also the
case in earlier years—1962 and 1954,

In some cases, maturity-dated certificates issued to member—patrons are considered
equity capital by the individual cooperatives issuing them, and the cooperatives treat them
as they would equity capital by redeeming or revolving them at or in advance of their
stated maturity dates. However, lending agencies usually consider them as liabilities rather
than as net worth, even though they are member equities in a broader sense. Regardless
of how classified by the cooperatives or how acquired by the holders, all certificates fixed
as to amount and maturity were classified for this study as debt or borrowed capital.

T
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Sources of Borrowed Capital by Major Functions

Sources and amounts of borrowed capital varied substantially according to type or
major function of the cooperatives. Variations based on amounts outstanding at the close
of fiscal year 1976 are presented in figure 8 for the three major functional groups—farm
supply, marketing, and marketing/farm supply.

Table 49 shows sources of borrowed capital by major function of the cooperatives
based on amounts outstanding at the close of fiscal years 1976 and 1970. Data are shown
in table 50, for 1976 only, based on number of cooperatives borrowing from each
source, rather than on amounts borrowed.

Eighty-three percent of the 2,164 active farm supply cooperatives had loans out-
standing at the close of fiscal year 1976 amounting to almost $1,200 million. A total of
1,047, or 48 percent, had outstanding loans with the banks for cooperatives of almost
$673 million. Over 56 percent of total borrowed capital of the supply cooperatives was
supplied by the banks for cooperatives.

Only 469 of the 2,164 supply cooperatives had loans from commercial banks. These
loans totaled $133 million and represented 11 percent of their total outstanding borrowed
funds. Debt securities appeared on the balance sheets of 715 of the supply cooperatives
and accounted for 9.5 percent of total borrowed capital. Only 22 of the supply cooper-
atives reported capitalized leases and/or industrial revenue bonds in 1976, but funds from
this source accounted for over 10 percent of borrowed capital. This form of financing is
used primarily by large cooperatives. Funds borrowed from other cooperatives were

Figure 8

Farmer Marketing and Supply Cooperatives
Sources of Borrowed Capital

By Major Function of Cooperatives, Based on Amounts Outstanding at Close of
Fiscal Year 1976
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Table 49—Sources of borrowed capital for farmer marketing and supply cooperatives, by major function of the cooperatives,
based on amounts outstanding at close of fiscal years 1976 and 1970

Cooperatives Percentage of total borrowed capital obtained from—
Total
Major function and year With borrowed 0 Com- Issuance |Teases a.nd Other
X for . industrial Other
Total | borrowed capital mercial of debt cooper-
R cooper- s revenue Y sources
capital . banks | securities atives
atives bonds
Number Million .- Percent-----=~--=--=-*=-"°"*"
dollars
Farm supply:
1976 . v v vt ie s 2,164 1,798 1,199 56.1 11.1 9.5 104 5.6 7.3
1970 .0 v e e 2,315 ! 450 50.8 12.3 13.7 2 2 23.2%
Marketing:
1976 .o v vttt 1,674 1,040 2,300 72.7 12.4 11.6 9 .3 2.1
1970 ... v it ir i 2,504 ' 985 711 9.0 134 : ? 6.5°
Marketing/supply:
1976 v v vt i vevenaanonn 1,957 1,721 2.650 55.9 6.3 29.4 29 1.7 3.8
1970 .0t i i 2,470 ! 1,331 63.7 6.4 25.7 2 2 4,23
Total
1976 ... it 5,795 4,559 6,149 62.2 9.5 18.9 3.6 1.9 3.9
1970 ... i 7,289 ! 2,766 64.2 8.3 19.4 2 2 8.13

! Data not available for 1970.
2 pata not reported separately but included in other sources for 1970.
3 |ncludes debt financing through leases and industrial revenue bonds, and from other cooperatives for 1970.

Table 50—Number of the 5,795 farmer marketing and supply cooperatives with any outstanding borrowed capital
from specified sources, by major function of the cooperatives, at close of fiscal year 1976

Cooperatives Cooperatives with any borrowed capital from—
Major function With any Banks Com- Issuance l:eases a_nd Other
for z industrial Other
Total borrowed mercial + of debt cooper-
. cooper- L. revenue K sources
capital . banks securities atives
atives bonds
---------------------------------- Number----===c-scceemumcmncccecaacconcrs
Farmsupply «...cooeeee 2,164 1,798 1,047 469 715 22 492 221
Marketing . .....cco00e 1,674 1,040 660 322 342 28 58 140
Marketing/supply ....... 1,957 1,721 1,335 351 947 30 222 205
Total .. ververonans 5,795 4,559 3,042 1,142 2,004 80 772 566

reported by 492 of the supply cooperatives, but this source of capital accounted for less
than 6 percent of total borrowings.

The total number of all loan sources of the supply cooperatives divided by the
number of cooperatives with borrowed funds resulted in an average of 1.7 loan sources
per borrower.

Sixty-two percent of the 1,674 cooperatives engaged primarily in marketing farm
products reported a total of $2,300 million of borrowed capital outstanding at the close of
fiscal year 1976. Only 660 of these marketing cooperatives, or 39 percent, had loans out-
standing from banks for cooperatives, although loans from this source amounted to
almost $1,672 million and accounted for nearly 73 percent of total borrowings for the
cooperatives.
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Over 12 percent of total borrowed funds of the marketing cooperatives was fui
nished by commercial banks, with 19 percent, or 322 of the cooperatives, using this sourc
of capital. Debt securities were issued by 342 of the marketing cooperatives. This sourc
of funds accounted for almost 12 percent of their total borrowed capital. Only 28 of th
marketing cooperatives reported capitalized leases or industrial revenue bonds. Financin
of this type accounted for less than 1 percent of total borrowings. Loans from other coof
eratives were reported by 58 marketing cooperatives, but this source of funds als
accounted for less than I percent of total borrowed capital.

The 1,040 marketing cooperatives with loans outstanding at the close of fiscal yez
1976 had an average of 1.5 loan sources per cooperative.

Combination marketing/farm supply cooperatives numbered 1,957 in 1976, and &
percent of these had outstanding borrowed capital at the close of the year amounting t
$2,650 million. Sixty-eight percent of these cooperatives had outstanding loans, totalin
$1,482 million, with banks for cooperatives. Cooperative bank loans accounted for abot
56 percent of total borrowings.

Loans from commercial banks accounted for just over 6 percent of total borrov
ings and were reported by 351 of the marketing/farm supply cooperatives. Debt securitie
were reported by 947 of the 1,957 cooperatives and accounted for over 29 percent of the
total borrowed capital. This source of capital was more significant for marketing/far:
supply cooperatives than for those engaged primarily in one function or the other, but
substantial portion of the total debt securities was reported by a few large cooperative
(section II).

The 1,721 marketing/farm supply cooperatives with loans outstanding at the clos
of fiscal year 1976 had an average of 1.8 loan sources each.

Sources of Borrowed Capital by Principal
Products Marketed

Seventy-six percent of the 3,631 cooperatives involved in marketing had borrowe
capital outstanding at the close of fiscal year 1976. Their total borrowed capital ow
standing amounted to $4,950 million.

Table 51 shows sources of borrowed capital for the cooperatives classified by prir
cipal products marketed based on amounts outstanding at the close of fiscal years 197
and 1970, and table 52 shows number of the cooperatives with borrowings from eac
source in 1976.

Cooperatives marketing grain accounted for almost a third of the total borrowe:
funds, but this group of 1,812 cooperatives also accounted for almost two-thirds (2,761
of the total number of marketing and marketing/farm supply cooperatives with any bor
rowed capital outstanding.

The highly diversified cooperatives accounted for over one-fourth of total borrowe:
capital of the 2,761 cooperatives but for less than | percent of total number of cooper
atives with borrowed capital. Of the $1,310 million total borrowed capital of th
diversified cooperatives, $1,290 million, or over 98 percent, was borrowed by |
diversified cooperatives included with the 100 largest cooperatives in 1976. The diversifie«
cooperatives had a lower percentage of total borrowings from banks for cooperatives thai
any commodity group—Iess than 44 percent—and the highest percentage in outstandin;
debt securities—40 percent. The large cooperatives also accounted for this difference (sec
tion II).

The fruit and vegetable group had the highest percentage of their borrowings—
nearly 78 percent—from the banks for cooperatives.



Table 51—Sources of borrowed capital for farmer marketing and marketing/supply cooperatives, by principal products
marketed by the cooperatives, based on amounts outstanding at close of fiscal years 1976 and 1970

Cooperatives Percentage of total borrowed capital obtained from—
Principal duct marketed Lot
I . borrowed | Banks Leases and
and year With . Com- Issuance A 2 Other
capital for . industrial Other
Total | borrowed mercial | of debt cooper-
! cooper- Py revenue . sources
capital > banks | securities atives
atives bonds
Number Million el Percent -+=-=--c-- == --="
dollars
Diversified:
1976 . . v v v it e e 28 26 1,310 43.9 5.7 40.0 3.5 0.4 6.5
1970 .o v i e 78 ! 662 54.1 7.2 35.8 2 d 229
Cotton and products
1876 .« o it iv i 401 304 298 71.8 20.6 5.0 b 6 2.0
1970 . 0o vttt i e 526 ! 53 84.7 1.6 1.7 & 2 2120
Dairy products:
1976 ... i 459 ?{)5 3an 62.4 11.5 20.5 1.1 2 4.3
1970 @ittt 826 ! 234 55.5 8.4 27.3 2 2 8.8
Fruits and vegetables
1976 .. v i et e 364 229 835 77.5 10.8 9.2 4 4 1.7
1970 ..o v i it i e 475 ! 504 73.6 125 8.7 2 2 15.2
Grains, soybeans,
and products:
1976 . ..o vttt 2,074 1,812 1,626 69.3 5.1 19.6 24 2.5 1.1
1970 o0 v it i 2,221 : 709 73.9 4.0 171 2 2 25,0
Livestock and wool:*
1976 . .o v v v it 97 42 22 67.9 124 17.2 1.6 S 9
1970 . oo v et i 514 ' 20 46.8 4.2 126 2 2 236.4
Poultry products:
1976 . v i it e e 37 29 53 58.4 22.5 5.0 N B 134
1070 . oo v et vvoncannne 74 i 25 66.9 31.7 L 2 ’ 114
Rice:
1976 o v v v vt 50 39 88 69.0 10.6 19.3 11 3 3
1970 .0t ii e 54 ! 29 88.3 8.3 3 2 2 3.4
Sugar:*
1976 .. v v v v it 46 22 308 73.6 241 N .5 3 1.1
1970 . .0 e if b 5 B s o s s 5
Other products:* ¢
1976 & v i i i 75 53 39 68.5 1.7 28.2 b 6 1.0
1970 .. ci i it e 206 i 80 84.7 4.9 - 49 ‘ 3 5.5
Total
1976 . .o i it 3,631 2,761 4,950 63.7 9.1 21.2 1.9 1.0 3.1
1970 . 0o i 4,974 ! 2,316 66.8 7.5 20.5 ’ 2 5.2

! Data not avallable.

2 Loans from other cooperatives and leases were not reported separately for 1970, but were included in other sources. A combination
of the other cooperatives, leases, and other sources for 1976 will give a comparable total to 1970.

3 Less than 0.05 percent.

4 Excludes livestock shipping cooperatives and county wool pools in 1976.

S Data for sugar cooperatives were not tabulated separately, but included with other products.

5 Includes cooperatives marketing (or bargaining for) sugar, tobacco, nuts, dry beans and peas, and other products in 1970. Excludes
sugar in 1976.
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Table 52—Number of the 3,631 farmer marketing and marketing/supply cooperatives with any outstanding borrowed capital

from specified sources, by principal products marketed by the cooperatives, at close of fiscal year 1976

Cooperatives Cooperatives with any borrowed capital from—
Principal product marketed With any B Com- Issuance L'eases a.nd Other
for . industrial Other
Total borrowed mercial * of debt cooper-
X cooper- = revenue X source
capital . banks securities atives
atives bonds
---------------------------------- Number - - -« - vvoceenen L
Diversified ............ 28 26 21 12 16 4 1 8
Cotton and cotton products . 401 304 235 89 62 1 33 33
Dairy products . ........ 459 205 96 101 70 7 5 33
Fruits and vegetables ... .. 364 229 155 65 39 8 15 40
Grain, soybeans and products 2,074 1,812 1,351 361 1,042 33 221 205
Livestock and wool® ... .. 97 42 24 16 16 1 0 7
Poultry products ........ 37 29 24 9 5 1 1 7
Rice ................ 50 39 31 4 19 1 1 1
Sugar ............... 46 22 21 4 5 2 0 6
Other products® ........ 75 63 37 12 15 0 3 5
Total .............. 3,631 2,761 1,995 673 1,289 58 280 345

76

! Excludes livestock shipping cooperatives and county woo! pools.
2 Includes cooperatives marketing tobacco, nuts, dry beans and peas, and other products.

Sources of Borrowed Capital by Farm Credit Districts

Amounts and sources of borrowed capital of the 5,795 active cooperatives at tt
close of fiscal year 1976 varied substantially when the cooperatives were classified t
geographic location. Farm credit districts were used for the geographic classificatic
because the banks for cooperatives are the major source of credit for cooperatives. Whe
large regional or interregional cooperatives operated in two or more farm credit district
they were included in the district where their major headquarters were located, based o
the post office address. For example, Farmland Industries, Inc., was included in the S
Louis farm credit district becasue its mailing address is Kansas City, Missouri. Howeve
this large cooperative has members and assets located in several other farm credit distric:
and borrows from the Wichita Bank for Cooperatives.

Table 53 shows sources of borrowed capital, by farm credit districts, for the 5,79
cooperatives, based on amounts outstanding at the close of fiscal year 1976 and for 7,28
cooperatives for fiscal year 1970. Data are shown in table 54, based on number of coopel
atives borrowing from each source, for 1976 only.

Cooperatives headquartered in the St. Louis farm credit district accounted fc
almost $1.5 billion, or a fourth of the total borrowed funds held by the 4,559 cooperative
that had loans outstanding at the end of fiscal year 1976. However, the St. Paul distric
with $832 million of borrowed capital outstanding in 1976, accounted for a much large
number of cooperatives with loans.

The percentage of total loans outstanding at the close of fiscal year 1976 obtaine
from banks for cooperatives, by districts, ranged from highs of 80 to 85 percent in th
Houston, New Orleans, and Columbia districts to lows of 41 percent in the St. Loui
district and 44 percent in the Springfield district.

The total amount of loans outstanding to the banks for cooperatives at the close o
the cooperatives’ fiscal year, closing in various months in 1976, will not coincide with th
total reported by the banks as of June 30, 1976—the closing of their fiscal year.



Table 53—Sources of borrowed capital for farmer marketing and supply cooperatives, by farm credit districts,
based on amounts outstanding at close of fiscal years 1976 and 1970

Cooperatives Percentage of total borrowed capital obtained from—
S Total
Farm credit district With borrowed Banks Com- L uance I._eases a'nd Oher
and year P for . industrial Other
Total | borrowed capital mercial of debt cooper- 2
. cooper- . revnue o sources
capital y banks | securities atives
atives bonds
Million
Number o L SR L Percent-----<-+«-==sc---cc--c-
Springfield:
1976 ... it 278 191 426 44.1 4.9 46.0 2.4 1.2 1.4
1970 .0 i e s 388 X 284 39.8 9.0 45.3 2 C 5.9
Baltimore:
1976 .o i i i 208 156 148 64.8 1.0 19.6 6.3 6.9 1.4
1970 .o i v e 343 L 100 69.3 3.7 16.8 2 2 10.2
Columbia:
1976 . v 204 154 437 80.0 1.8 11.7 3.3 .2 3.0
1870 .. vt 209 i 173 81.2 4.5 7.9 2 ’ 6.4
Lousiville:
1976 .o vt it 452 392 414 62.0 8.5 20.5 6 4.9 3.5
1970 o0 v i i i 532 d 241 63.5 7.5 21.8 ’ 2 7.2
New Orleans
1976 ©. v v v 272 244 292 83.9 2.5 6.3 4.0 1.5 1.8
1970 .« i v ees e e 269 i’ 129 76.5 1.0 13.2 2 2 9.3
St. Louis:
1076 o v v ettt ena e 490 392 1,499 41.2 9.1 31.9 7.2 .9 9.7
1970 o i e i 593 ! 431 54.0 11.7 28.3 2 L4 6.0
St. Paul:
1976 ..o v v i e 1,474 1,081 832 67.2 13.0 10.4 5.2 2.7 1.5
1970 .. i i e i e 1,998 i 367 62.0 49 19.5 2 2 13.6
Omaha
1976 . ... i 930 779 396 72.2 7.2 11.8 2.1 5.8 9
1970 .. oo i it 1,094 ! 207 68.8 4,2 15.9 2 2 1.1
Wichita:
1976 ..o i ittt i 473 442 366 67.4 3.1 23.1 2.3 2.9 1.2
1970 .. i it e 562 ! 176 76.8 2.3 12.7 ] ¢ 8.2
Houston:
1976 ..o i it 368 261 312 85.1 3.5 6.9 ) .5 4.0
1970 ... . e s 479 ) 128 79.4 2.4 8.0 k4 E 10.2
Sacramento:
1976 .o v v v it 287 206 783 67.0 26.1 4.4 .5 3 1.7
1970 & . v ii i e e 368 . 337 71.2 20.8 1.7 2 2 6.3
Spokane
1976 . v v v e 359 261 244 79.1 4.4 12.7 0 14 2.4
1970 .o it 464 ! 193 63.7 9.7 20.1 2 2 6.5
Total
1976 ... it b e 5,795 4,559 6,149 62.2 9.5 18.9 3.6 1.9 3.9
1970 3k: + o). ofe - = ol e 7,289 ! 2,766 64.2 8.3 19.4 2 ’ 8.1

! Data not available.

2| oans from other cooperatives and leases were not reported separately for 1970, but were included in other sources. A combination
of the other cooperatives, leases, and other sources for 1976 will give a comparable total to 1970.

3 Less than 0.05 percent.
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Table 64—Number of the 5,795 farmer marketing and supply cooperatives with any borrowed capital outstanding from specified sourc

by farm credit districts, close of fiscal year 1976

Cooperatives Cooperatives with any borrowed capital from—
Farm credit districts With any I Com- Issuance ITeases a-nd Other
Total borrowed for mercial of debt LICH iy cooper- ———
i cooper- LI revenue » sources
capital . banks securities atives
atives bonds
----------------------------------- Number -« ----c-emmmeae L
Springfield ...... 278 191 159 21 24 1 1 10
Baltimore ....... 208 156 91 30 86 5 29 24
Columbia ....... 204 154 120 14 79 5 13 20
Louisville ....... 452 392 338 101 200 3 92 61
New Orteans ..... 272 244 209 81 61 5 75 32
St. Louis ....... 490 392 238 66 231 8 33 46
St.Paul ........ 1,474 1,081 586 338 427 15 183 142
Omaha ......... 930 779 476 195 461 22 142 92
Wichita ........ 473 442 361 73 272 6 118 28
Houston ........ 368 261 173 91 66 1 34 39
Sacramento ..... 287 206 127 83 38 9 11 35
Spokane ........ 359 261 164 49 59 0 41 37
US.Total ..... 5,795 4,559 3,042 1,142 2,004 80 772 566
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The banks for cooperatives’ share of total borrowed funds outstanding at the clos
of their 1970 and 1976 fiscal years dropped by 2 percentage points. In six farm credi
districts the banks for cooperatives increased their share, and in six districts, their shar
decreased. In general, most districts had similar shares for both survey years.

A later discussion of the 100 largest cooperatives (section II) will show the larg
impact of this group on an individual district’s share.

Net Savings And Losses

Combined net savings and losses of the 5,795 farmer marketing and supply cooper
atives amounted to $1,844 million at the clost of fiscal year 1976. This is a gross figure—
duplications arising from intercooperative business have not been eliminated. Net saving
of almost $1,330 million were left after intercooperative distributions of patronag
refunds, amounting to $514 million in 1976, were deducted.

The cooperatives had approximately $1,459 million for distribution to members anc
patrons based on business for fiscal year 1976 if $129 million in per unit capital retain:
(allocated to patrons but fixed without reference to net savings) is added to the $1,33(
million net savings figure.

Net losses were tabulated along with net savings in arriving at the aggregate oper
ating results for all 5,795 cooperatives reported above. However, none of the net saving
figures included in this report reflect all the actual savings and value of services providec
members and patrons by farmer cooperatives. Many buy-and-sell cooperatives price a
current market; but many other cooperatives provide services as close to actual cost a
possible during the year so that when their books are closed at the end of an operating
year, amounts remaining (overpayments or underpayments) are relatively small. Fou
example, many of the farmer marketing cooperatives that operate on a pool basi
distribute all pool proceeds to members when pools are closed and, therefore, have nc
margins, or practically none, for distribution at the end of the fiscal year. They generally



acquire member capital contributions through per unit capital retains that are fixed with-
out reference to net margins. However, for those marketing cooperatives operating on a
pool basis and using established value for determining proceeds for distribution to grow-
ers, proceeds in excess of, or below, the established or economic value of raw product
(approximate current market value) were included for this study as net margins or net
losses. And in some cases, final payments by cooperatives operating on a‘*pooling basis
were reported as net margins for this study. A separate evaluation of real savings to
farmers provided by cooperatives, especially marketing cooperatives operating on a pool
basis, would require a separate study and evaluation, since savings are for the most part
inextricably combined with sales returns.

A total of 5,127 of the 5,795 cooperatives operating in 1976 had net savings for the
fiscal year amounting to $1,898 million; 560 cooperatives had net operating losses
amounting to $53.7 million; and the remaining 108 cooperatives ended the year with a
zero net margin figure.

Detailed data covering the distribution of 1976 operating results are reported in
three separate subsections. The first covers all 5,795 cooperatives, with losses subtracted
from gains to arrive at net operating results. The second covers only the 5,127 cooper-
atives with net savings in 1976 and shows how these savings were distributed. The third
subsection covers the 560 cooperatives that had net operating losses in 1976 and shows
how these losses were handled.

Some cooperatives involved in more than one major function had net savings in
one or more functions or departments and net losses in others. Since each cooperative is a
single business entity, operating results for the total business operation are reported as net
savings or net losses, as the case may be. Data were not collected on the basis of results
of separate functions or departments. In some of the cooperatives involved in more than
one function, patrons of a department with net operating savings received cash or
allocated patronage refunds even though the cooperative as a total business entity
reported a net operating loss. Likewise, patrons of departments with net operating losses
in some cooperatives had the losses charged against their accounts, deducted from
marketing proceeds due them, or deducted from their allocated equity accounts, even
though the cooperative as a total business entity reported net savings. Savings and losses
(overpayments or underpayments) are not handled the same by all cooperatives involved
in more than one function or department. Bylaws of cooperatives generally specify how
savings and losses are to be handled.

Duplications arising from intercooperative distributions of patronage refunds and
dividends by the cooperatives have not been eliminated in the accompanying tables. Thus,
all figures reported herein on savings and loses are gross figures.

Distribution of Net Operating Results
by All 5,795 Cooperatives

Combined net operating results for all 5,795 marketing and farm supply cooper-
atives for their fiscal years ending in 1976 amounted to $1,844 million. Net losses of 560
cooepratives were tabulated along with net savings of 5,127 cooperatives in arriving at the
aggregate operating results for all the cooperatives. Thus, the $1,844 million net savings
reflects operating losses incurred as well as savings realized.

Table 55 shows how the $1,844 million in net savings was distributed, with the
cooperatives classified by major functions. Table 56 shows comparable data for the 3,631
cooperatives involved in marketing, with the cooperatives further classified by major
product marketed. Negative figures in these tables resulted from charging losses to the
allocated equity accounts of member-patrons or to unallocated reserves.

%
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Table 55—Distribution of net operating results by farmer marketing and supply cooperatives, by major function
and income tax status of the cooperatives, fiscal years 1976 and 1970!

Percentage of total net savings and losses distributed as—

Total Patronage r?fund§ on current Dividends
Major function, year, Cooper- n?t vear’s business and
and income tax status atives sy Hnsllocated interest lncorr;e

| ::s(:s Paid Allocated reserves on equity taxes

in capital
cash Qualified Nonqualified
Number L000 Percent-----veveomeonn.

dollars
Farm supply:

1976 ............ 2,164 523,597 36.3 50.1 0.7 6.3 1.5 5.1
Section 521 ... ... 708 74,676  28.7 60.5 1.5 3.0 3.8 25
Nonsection 521 . .. 1,456 448,921 37.6 48.4 .6 6.8 1.1 5.5

1970 ... .. ..., 2,315 148,000 416 38.7 3 5.8 6.5 7.4

Marketing:

1976 ... . ... 1,674 468,765 64.4 27.4 1.2 1.8 2.5 2.7
Section 521 ...... 1,135 275,131 71.2 225 1.1 1.2 3.2 8
Nonsection 521 ., .. 539 193,634 54.8 34.3 1.5 2.5 1.5 5.4

1970 ... iiiun. 2,504 167,000 62.2 32.2 3 (2.9) 6.9 1.6

Marketing/farm supply

1976 ............ 1,957 851,599 28.7 50.3 4 10.5 2.5 8.0
Section 521 ...... 632 196,435 28.9 §8.4 4 4.6 5.6 2.5
Nonsection 521 . .. 1,325 655,164 28.7 _ 478 4 12.2 1.6 9.7

1970 ... .. ... 2,470 173,000 29.2 54.2 3 5 9.4 6.7

Total
1976 .......... 5,795 1,843,961 39.9 44.4 .5 7.1 2.2 5.9

Section 521 . ... 2,475 546,242 50.2 40.6 7 2.7 4.1 1.7
Nonsection 521 .. 3,320 1,297,719  35.7 46.0 4 8.9 1.4 7.6
1970 .......... 7,289 478,000 439 42.2 3 1.0 7.7 5.2

! These are gross figures, intercooperative distributions have not been eliminated. Per unit capital retains fixed without reference t
net savings are not included. Data on income tax status were not collected for fiscal year 1970.

? Includes Federal and State income taxes; operating statements of many cooperatives do not list them separately,

3 Nonqualified allocations were not shown separately in 1970; all 1970 allocations are shown here as qualified.

* Less than 0.05 percent.

Of the $1,844 million net savings, 6 percent was used to pay Federal and State
income taxes and 2 percent was distributed as dividends on capital stock and equity cer-
tificates. Almost 85 percent was distributed as patronage refunds on the current year’s
business—40 percent in cash and 45 percent as allocated capital credits. The remaining 7
percent was retained by the cooperatives as unallocated reserves.

Tables 55 and 56 also provide data on distribution of net operating results based on
Federal income tax status of the cooperatives. The 2,475 cooperatives with section 521 tax
status had combined net savings of $546 million. The other 3,320 cooperatives without
section 521 tax status had combined net savings of about $1,298 million. The section 521
cooperatives paid less than 2 percent of their total savings as Federal and State income
taxes, whereas the nonsection 521 group of cooperatives used almost 8 percent of their
total savings to pay income taxes.

The section 521 cooperatives retained less than 3 percent of net savings as
unallocated reserves compared with almost 9 percent for the cooperatives without section
521 status. Section 521 cooperatives also distributed a larger percentage of their patronage
refunds in cash and in the form of dividends on equity capital.
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Table 56—Distribution of net operating results by farmer marketing and marketing/supply cooperatives, by principal product
marketed and income tax status of the cooperatives, fiscal years 1976 and 1970!

Percentage of total net savings and losses distributed as—
Totsh Patronage refunds on current .
L net . . Dividends
Principal product, year, Cooper- K year’s business
. ) savings and
and income tax status atives Unallocated R Income
and Pai interest 2
aid Allocated reserves . taxes
losses in on ec!ulty
cash | Qualified | Nonqualified capital
1000 e PEICEAL et
Number dollars Percent
Diversified:

1976 . v i 28 245,476 29.2 426 3 10.2 4.8 13.2
Section 521 .. ........ 14 67,506 21.7 58.3 3 3.6 12.6 3.8
Nonsection 521  ....... 14 177,970 32.1 36.6 3 12.7 1.8 16.8

1970 .. i 78 64,000 29.4 51.0 4 (6.0) 14.2 11.4

Cotton and products:

1976 v v v i i it s 401 96,493 77.2 22.3 1.9 (3.6) 6 1.6
Section 521 .. ..... ..+ 296 87,045 74.1 22.8 1.9 3 .5 7
Nonsection 521  ....... 105 9,448 106.3 16.5 1.8 (36.0) 1.6 9.8

1970 . 0ot 526 37,000 56.8 41.6 4 (1.4) 2.9 A

Dairy products:

1976 . v e 459 74,871 271 64.1 A 3.6 1.6 3.5
Section 521 .......... 386 37,307 25.8 72.6 3 {0.5) 1.7 .4
Nonsection 521  ....... 73 37,564 28.4 55.6 N 7.8 1.4 6.7

1070 .o oot e 826 44,000 36.2 54.0 B 1.4 7.0 1.4

Fruits and vegetables:

1976 oo v vv o v e 364 137,322 81.2 11.4 1.0 2.4 1.8 2.2
Section 521 ... ... .. 242 71,798 76.4 16.7 1.1 2.2 3.1 .5
Nonsection 521 ....... 122 65,524 86.7 5.6 7 25 4 4.1

1970 . i v i it 475 49,000 79.1 25.9 4 (14.3) 7.4 1.9

Grain, soybeans and products:

1976 v v v vv vt vnn s 2,074 637,380 26.8 54.0 3 11.0 2.0 6.2
Section 521 ......... - 635 120,993 33.1 54.7 A1 6.2 3.3 2.6
Nonsection 821 ....... 1,439 516,387 25.3 53.9 3 12.2 1.6 7.0

1970 .. ii it 2,221 90,000 26.6 54.9 4 7.5 6.7 4.3

Livestock and wool:®

1076 . o v i cvee i 97 7,398 28.0 36.6 4 24.0 2.0 9.0
Section 521 .. ... ... 67 3,191 26.2 26.3 1.0 39.1 1.7 5.7
Nonsection 521  ....... 30 4,207 29.3 43.4 3 13.5 2.4 11.4

1970 . v it i 514 2,000 16.7 39.9 4 25.4 8.6 9.4

Poultry products:

1976 . v i i e 37 17,602 34.9 64.9 .5 (2.5) 6 1.6
Section 521 . ......... 15 9,756 19.8 78.2 3 1.1 9 3
Nonsection 521  ....... 22 7,846 53.8 48.4 1.4 (6.9) 3 3.3

1970 .0t iiii e 74 4000 311 71.9 4 (5.5) 2.1 4

Rice:

1976 o i i i e 50 25,658 62.2 26.8 K .5 9.8 3
Section 521 . .. ... 38 24,384 64.6 25.2 3 3 10.2 3
Nonsection 521 ....... 12 1,274 15.0 58.0 1.4 11.9 1.5 6.2

1970 . i it 54 24,000 74.8 16.8 4 3 6.4 2.0

{Continued)
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Table 56—Distribution of net operating results by farmer marketing and marketing/supply cooperatives, by principal product
marketed and income tax status of the cooperatives, fiscal years 1976 and 1970'—Continued

Percentage of total net savings and losses distributed as—
Total
Patronage refunds on current -
— net , . Dividends
Principal product, year, Cooper- K year’s business
. . savings and
and income tax status atives Unallocated . Income
and . interest 2
Paid Allocated reserves - taxes
losses in on equity
cash Qualified | Nonqualified capital
1,000
Number dollars  TTTTTTTTrmememeceeeioes Percent -« -«--eaeeemana .
Sugar:

1976 ... ... ... 46 60,024 101.7 (4.5} 3.6 (3.6) 2.0 .8
Section 521 .......... 29 37,352 111.2 (14.8) 4 3 3.2 3
Nonsection 521 . ...... 17 22,672 86.3 12.3 8.8 (9.5) 3 21

1970% ... ... 6

Other products:”

1976 ... ... L. 75 18,140 66.5 26.6 .2 2.6 1.0 3.1
Section 521 . ......... 45 12,234 74.0 25.7 0 (1.1} 1.1 3
Nonsection 521 .. ..... 30 5,906 51.0 28.6 .6 10.0 .9 8.9

1970 ... o 206 16,000 63.2 17.2 N .8 156.5 3.3

Total:

1976 .. ... .. ... 3,631 1,320,364 41.4 42.0 .5 7.4 25 6.2
Section 521 .. ........ 1,767 471,566 53.6 37.5 .6 2.6 4.2 1.5
Nonsection 521 . ...... 1,864 848,798 34.6 44.7 4 10.0 1.6 8.7

1970 ... ... 4,974 330,000 449 43.7 4 (1.1) 8.3 4.2

! These are gross figures, intercooperative distributions have not been eliminated. Per unit capital retains fixed without reference t
net savings are not included. Data on income tax status were not collected for fiscal year 1970.

?Includes Federal and State Income taxes, operating statements of many cooperatives do not list them separately.

3 Less than 0.05 percent.

4 Nonqualified allocations were not shown separately in 1970; all 1970 aliocations are shown here as qualified.

The 1976 survey excluded livestock shipping associations and county wool pools with small amounts of assets.

¢ Information included with other products in 1970. See footnote 7.

" Includes cooperatives handling the following products in 1976: 12 dry beans and peas, 17 nuts, 18 tobacco, and 28 special crog
and miscellaneous products. For 1970, includes 63 sugar (including 43 sugar beet bargaining), 28 tobacco, 17 nuts, 13 dry beans an
peas, and 85 miscellaneous products.

Table 57—-Number of the 5,795 farmer marketing and supply cooperatives that distributed any net operating results
in specified manners, by major function and income tax status of the cooperatives, fiscal year 1976!

Cooperatives with any net operating results distributed as—
Patronage refunds on current -
. X . , . Dividends
Major function and income Cooper- year's business

tax status atives Unallocated . and Income

interest ,

Aliocated reserves X taxes
Cash on EC?UItY
Qualified | Nonqualified capital

---------------------------------- Number - -« -cceceeeom L

Farmsupply ............ 2,164 1,757 1,696 111 1,690 800 1,549
Section521 ., . .......... 708 585 581 86 435 310 328
Nonsection 521 . ........ 1,456 1,172 1,015 25 1,255 490 1,221
Marketing .............. 1,674 1,171 991 36 735 401 554
Section521 ........... 1,135 772 674 21 348 226 181
Nonsection 521 . ........ 539 399 317 15 387 175 373
Marketing/farm supply .. ... 1,957 1,744 1,686 19 1,412 665 1,259
Section 521 . .......... 632 546 538 8 265 189 194
Nonsection 521 . ........ 1,325 1,198 1,148 11 1,147 476 1,065
Total ................ 5,795 4,672 4,273 166 3,837 1,866 3,362
Section 521 .. ........ 2,475 1,903 1,793 1156 1,048 725 703
Nonsection 621 . ...... 3,320 2,769 2,480 51 2,789 1,141 2,659

' Of the 5,795 cooperatives, 5,127 had net savings, 560 had net losses, and 108 had zero net savings.
?Includes both Federal and State taxes; operating statements of many cooperatives do not list them separately.
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Table 58—Number of farmer marketing and marketing/supply cooperatives that distributed any net operating results
in specified manners, by principal products marketed and income tax status of the cooperatives, fiscal year 1976

Cooperatives with any net operating results distributed as—
Patronage refunds on current -
S . ’ - Dividends
Principal product and income Cooper- year's business .y
tax status atives Unallocated i Income

interest i
Allocated reserves on equit taxes

Cash 9t Iy

Qualified | Nonqualified ey
----------------------------- Number - - === --=-c==e---semes-c-r-r->

Diversified . .......c.0 0 28 23 23 1 16 13 12
Section 521 . ...... ... 14 11 12 0 5 6 3
Nonsection 521 ... ...... 14 12 1 1 1 7 9
Cotton and products .. ..... 401 315 274 9 141 80 100
Section 521 ... ... ... 296 237 219 6 64 49 27
Nonsection 521 . ........ 1056 78 55 3 77 31 73
Dairy products . ... ....... 459 308 321 2 129 49 63
Section 521 ... ... 386 259 282 0 81 36 24
Nonsection 521 ......... 73 49 39 2 48 13 39
Fruits and vegetables .. ..... 364 246 124 21 138 43 107
Section 521 ........... 242 173 85 13 59 28 37
Nonsection 521 ......... 122 73 39 8 79 15 70
Grains, soybeans, and products . 2,074 1,860 1,803 13 1,681 813 1,426
Section 521 . ...... ... 635 542 536 5 339 246 253
Nonsection 521 . ........ 1,439 1,318 1,267 8 1,242 567 1,173
Livestock and wool? .. ..... 97 28 28 1 57 11 30
Section 521 ........... 67 17 17 1 33 5 10
Nonsection 521 ......... 30 11 11 0 24 6 20
Poultry products .. ....... 37 21 20 1 26 7 18
Section 521 . ..o oo 15 10 1 0 6 4 5
Nonsection 521 . ........ 22 11 9 1 20 3 13
[= 17 S 50 a4 37 2 11 30 8
Section 521 ........ ... 38 35 31 1 1 27 2
Nonsection521 ......... 12 6 6 1 10 3 6
SUGBE . i v ii i e 46 17 9 2 15 1 11
Section 521 .. .......0 29 3 0 1 7 1 2
Nonsection 521 ......... 17 14 9 1 8 0 9
Other products® . ......... 75 56 36 3 33 19 37
Section 521 . ... .. ... 45 31 18 2 18 13 11
Nonsection 521 ......... 30 25 18 1 15 6 26
Total .. voveevnnnsens 3,631 2915 2,675 55 2,147 1,066 1,812
Section 521 . ......... 1,767 1,318 1,211 29 613 415 374
Nonsection 821 . ...... 1,864 1,697 1,464 26 1,634 651 1,438

1 Includes Federal and State income taxes.
2 excludes livestock shipping associations and county wool pools with smatl amounts of assets.

3 |ncludes cooperatives handling the following products: 12 dry beans and peas, 17 nuts, 18 tobacco, and 28 special crops and
misceilaneous products.
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Table 55 also provides comparable data on distribution of net operating results fc
marketing and supply cooperatives in 1970. These data show that cooperatives used
much smaller percentage of net savings to pay dividends on equity capital in 1976 than i
1970, and that they retained only 1 percent of total net savings as unallocated reserves i
1970 compared with 7 percent in 1976. The fact that more of the cooperatives, especiall
large cooperatives, operated as section 521 cooperatives in 1970 than in 1976 probabl
accounts for these differences.

Tables 57 and 58 provide information on the number of cooperatives tha
distributed any of their net operating results for fiscal year 1976 in specified ways. Dat
are shown by major functional groups in table 57 and by principal product marketed i
table 58.

The remaining portions of this section on net savings and losses show additiona
data on distribution of net operating results of the cooperatives with data show:
separately for cooperatives with net savings and those with net losses. Actual distributio
patterns are more meaningful when distributions of savings and losses are show:
separately.

Distribution of Net Savings

Table 59 shows how the 5,127 cooperatives with net savings for fiscal year 197
distributed the savings. All cooperatives with losses for the year were excluded in tabu
lating these figures. Per unit capital retains, fixed without reference to net savings, wert
also excluded. Combined net savings or net proceeds for all the cooperatives amounted t¢
almost $1,898 million. Almost 6 percent of this amount, $108.6 million, was used to pa
income taxes. Another 2 percent was distributed as dividends and interest on capital stocl
and equity certificates. Almost 84 percent was distributed as patronage refunds on the
current year’s business—39 percent in cash and 44 percent as allocated capital credits. The
remaining 8 percent was retained by the cooperatives as unallocated reserves.

Less than 1 percent of allocated patronage refunds based on the current year’s busi-
ness were issued as nonqualified notifications for Federal income tax purposes in 1976. A
few cooperatives deliberately issue nonqualified patronage refunds. However, most of the
cooperatives had only small amounts in nonqualified allocations. These resulted primarily
from failure on the part of a few patrons to endorse and cash their patronage refund
checks in the 90-day period allowed by cooperatives using this method of patron consent.’

Figures showing distribution of net savings by cooperatives for fiscal year 1976 are
presented with comparable data for fiscal years 1954, 1962 and 1970 in figure 9. Total net
savings for 1954 were estimated at $332 million, for 1962 at $525 million, and for 1970 at
$506 million. Savings of $1,898 million for fiscal year 1976 were more than three times
greater than in 1970.

Cooperatives as a total group distributed almost 3 percentage points more of their
savings as patronage refunds in 1976 than in 1970 (fig. 9). They also retained a little more
as unallocated reserves in 1976, and as a result, income taxes paid showed a comparable
increase. The percentage of total net savings paid as dividends on equity capital decreased
significantly, down from 7 percent of total net savings in 1970 to only 2 percent in 1976.

’An explanation of how to qualify patronage refunds and capital retains appears in Legal Phases of Farmer Coop-
eratives, Part 11, Federal Income Taxes, Inf. 100, Farm. Coop. Serv., U.S. Dept. Agr., May 1976.
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Table 60—Number of the 5,127 farmer marketing and supply cooperatives with net savings that distributed any net savings
for fiscal year 1976 in specified manners, by major function and income tax status of the cooperatives, fiscal year 1976

Cooperatives with any net savings distributed as—
Coc.)pera- Patronage refunds on current -
N . A tives 5 . Dividends
Major function, and income - year’s business
with and

tax status Unallocated 4 Income

net interest '

R Allocated reserves K taxes
savings on equity
Cash capital
Qualified Nonqualified

----------------------------------- Number---+--==s=ccermmmocae-mm-mooscnns

Farmsupply ... ens 1,895 1,732 1,539 111 1,481 740 1,496
Section 521 ..........: 611 585 548 86 375 300 328
Nonsection 521 .. ....... 1,284 1,147 991 25 1,106 440 1,168
Marketing . . .coovveoevenn 1,378 1,158 945 36 577 385 546
Section 521 ........... 903 764 632 21 236 218 178
Nonsection 521 ......... 475 394 313 15 341 167 368
Marketing/supply . ........ 1,854 1,744 1,651 19 1,350 655 1,248
Section 521 .. ..... ... 582 546 509 8 247 184 193
Nonsection 521 .. ....... 1,272 1,198 1,142 11 1,103 471 1,055
Total ..o v 5,127 4,634 4,135 166 3,408 1,780 3,290
Section 521 .......... 2,096 1,895 1,689 115 858 702 699
Nonsection 521 ....... 3,031 2,739 2,446 51 2,550 1,078 2,591

! 1ncludes both Federal and State taxes; operating statements of many cooperatives do not list them separately.
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Table 59—Distribution of net savings by farmer marketing and supply cooperatives with net savings, by major function

and income tax status of the cooperatives, fiscal years 1976 and 1970"

Percentage of total net savings distributed as—
Coopera-
. N tives Total Ratronsue n'efund.s oncuirent Dividends
Major function, year, and 1 year’s business
i with net and
income tax status T Svings Unallocated o Incomi
% 9 Paid Allocated reserves X taxes?
savings in on equity
cash Qualified | Nonqualified capital
1,000
Number dolai Nl s lape s - g g - < - - Percent - - - - - - - v ...
Farm supply:

1976 . . L. 0L ] 1,895 530,682 35.9 49.9 0.7 71 1.4 5.0
Section 521 .......... 611 79,144 271 59.6 1.4 6.0 3.5 24
Nonsection 521 .. ..... 1,284 451,438 374 48.1 .6 7.4 1.1 5.4

1970 | SESSp NGRS, . . ! 150,000 40.2 37.2 3 9.5 6.0 7.1

Marketing:

1976 . . ..A0% el L. 1,378 511,358 60.8 27.4 1.1 5.8 2.3 2.6
Section 821 .......... 903 300,056 67.8 23.7 1.0 3.9 29 7
Nonsection 621 .. ... .. 475 211,302 50.9 32.6 1.3 8.5 1.4 5.3

1970 et 20, L. . 174,000 585 30.3 ¥ 4,2 5.9 1.1

Marketing/farm supply

1876 ... .. ... ... 1,854 855,732 28.6 50.2 4 10.7 25 8.0
Section 521 .. ........ 582 198,739 28.6 58.6 4 4.8 5.5 25
Nonsection 521 .. ..... 1,272 656,993 28.6 47.7 4 12.4 1.6 9.7

1970 ... ... .. ... ..... ! 182,000 26.1 50.8 5 8.1 8.7 6.3

Total:

1976 ... ... ... .. ... 5,127 1,897,672 393 44.0 .5 8.4 2.1 5.7
Section521 ......... 2,096 577,939 48.7 40.6 7 4.5 3.9 1.6
Nonsection 521 . ..... 3,031 1,319,733 35.2 45.4 4 10.1 1.4 1.5

1970 ... ... ..., b 506,000 414 39.7 3 7.1 7.0 4.8

lOnlv those cooperatives with net savings for the year are included in this table. Per unit capital retains fixed without reference 1
net savings are not included. Intercooperative distributions have not been eliminated. Data on number of cooperatives with savings ar
income tax status were not collected for 1970.

? Includes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

3 Nonqualified allocations were not shown separately in 1970; all 1970 allocations are shown here as qualified.

“ Less than 0.05 percent.
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Number of the 5,127 farmer marketing and supply cooperatives with net saving
that distributed any of their net savings for fiscal year 1976 in specified ways is shown b
major function and income tax status of the cooperatives in table 60.

Ninety percent of the 5,127 cooperatives paid some cash patronage refunds, almos
81 percent distributed some patronage refunds as qualified equity capital, and 3 percen
distributed some as nonqualified equity capital. One-third of the cooperatives distribute
a small amount of their net savings as dividends on equity capital. Two-thirds of th
cooperatives retained a portion of net savings as unallocated reserves, and two-thirds pai
Federal and/or State income taxes.

The percentages of cooperatives making any distribution of net savings as patron
age refunds and as dividends on stock or other equity capital were the same for the sec
tion 521 cooperatives and those without section 521 status. However, less than 41 percen
of the 2,096 section 521 cooperatives retained any net savings as unallocated reserves
compared with 84 percent of the 3,031 cooperatives without statis. Only a third of th



cooperatives operating under section 521 of the Interal Revenue Code paid Federal
and/or State income taxes for fiscal year 1976, compared with 85 percent of those not
operating under section 521.

Distribution of Net Savings by Major Function

Distribution of net savings by farmer marketing and supply cooperatives for fiscal
year 1976 is shown on the basis of major function of the cooperatives and their income
tax status in table 59. Comparable data are shown for 1970, but data on tax status were
not collected for that year.

Many more cooperatives handling farm supplies were operating without section 521
status in 1976 than those engaged exclusively in marketing farm products, primarily
because they had more nonmember business. The farm supply cooperatives retained a
larger percentage of their net savings as unallocated reserves then the marketing group,
and were required to pay more in income taxes as a result.

Marketing cooperatives, on the other hand, distributed a larger percentage of their
patronage refunds in cash. As indicated earlier, member-patrons of many types of
marketing cooperatives contribute a substantial portion of their member capital through
the per unit capital retain route, and such retains are fixed without reference to net
savings. Information on per unit capital retains is included in a later section of this
report.

Distribution of Net Savings
By Principal Products Marketed

Table 61 provides detailed data on total net savings and how it was distributed by
3,232 farmer marketing and marketing/supply cooperatives with net savings for fiscal year
1976. Data are shown by principal product marketed and by income tax status of the
cooperatives. Comparable data are also shown for fiscal year 1970, except income tax sta-
tus of the cooperatives was not obtained for 1970.

Data shown in table 61 are equivalent to that shown in table 59 for the 1,378
marketing cooperatives and the 1,854 marketing/supply cooperatives, but with these two
groups combined and classified by major product marketed. Over 60 percent of the 3,232
cooperatives were involved in grain marketing and most of them also handled farm
supplies.

Table 62 shows the number of the 3,232 marketing and marketing/supply cooper-
atives with net savings that distributed any savings for fiscal year 1976 in each specified
manner, and is tabulated by principal product marketed and by income tax status.

Distribution of Net Savings by Farm Credit Districts

Total net savings of the 5,127 farmer marketing and supply cooperatives with net
savings for fiscal year 1976 and how these savings were distributed are shown in table 63
by farm credit districts and income tax status of the cooperatives.

Total net savings, by districts, ranged from $50 million in the Baltimore district to
over $400 million in the St. Louis district. Cooperatives headquartered in the Sacramento
district paid out the highest percentage of total net savings as cash patronage refunds on
the current year’s business (81.5 percent), retained the lowest percentage as unallocated
reserves (0.9 percent), and paid the lowest percentage as Federal and State income taxes
(1.4 percent).
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Table 61—Distribution of net savings by farmer marketing and marketing/supply cooperatives with net savings, by principal

products marketed and income tax status of the cooperatives, fiscal years 1976 and 1970

Percentage of total net savings distributed as—

o Co‘?\f::ra- Total Patronage rtlafund? on current Dividetias

Principal product, year, and . year's business d

income tax status with n?t Unallocated . an Incom
"?t savings Paid Allocated reserves |nteretst taxes®
savings in on ec!uuty
cash Qualified | Nonqualified capital
1,000
Number dollars T TTTTTTTTTotmmmeeeeees Percent - ----c-cecmamaanaoa.
Diversified:

1976 . ... i 25 245,497 29.2 42.6 3 10.2 4.8 13.2
Section 521 .. ........ 12 67,523 21.7 58.3 3 3.7 12.6 3.7
Nonsection 521 . ...... 13 177,974 321 36.6 3 12.8 1.8 16.7

1970 .. ... . e, ! 73,000 23.1 45.2 4 9.0 12,5 10.2

Cotton and products:

1976 ... .. .o o, 340 104,353 70.2 23.1 1.8 29 6 1.4
Section 521 .......... 246 89,015 726 22.7 1.9 1.6 .5 .7
Nonsection 521 ....... 94 15,338 57.2 25.0 11 9.6 1.0 6.1

1970 ... ..o ! 37,000 54.0 43.0 4 .2 2.7 A

Dairy products:

1976 ... ... .. . ... 373 88,058 28.6 57.0 3 10.1 1.3 3.0
Section521 .......... 307 49,877 29.0 58.7 3 10.7 1.3 3
Nonsection 521 . ...... 66 38,181 28.0 54.8 A 9.2 1.3 6.6

1870 ... .. i ! 46,000 33.8 50.3 4 8.2 6.4 1.3

Fruits and vegetables:

1976 ... ... ... .. 296 144,665 79.6 11.7 . 3.6 1.7 2.6
Section 521 . ......... 195 76,028 75.5 17.4 1.1 26 2.9 .5
Nonsection 521 ....... 101 68,637 83.9 5.3 . 4.8 4 5.0

1970 ... ... .. ... ! 63,000 71.0 20.5 4 1.9 5.7 .9

Grain, soybeans, and products

1976 ...... ... ... 1,968 641,547 26.6 53.9 3 11.3 1.9 6.3
Section 521 .. ........ 588 123,192 325 55.0 h 6.7 3.1 2.6
Nonsection 521 ....... 1,380 518,355 25,2 83.7 3 12.5 1.6 7.0

1970 ... . o e ! 91,000 25.5 54.1 4 10.1 6.2 4.1

Livestock and wool:*

1976 ............. ... 62 8,286  25.2 33.9 .3 30.7 1.9 8.0
Section 521 .. ........ 39 3,749 222 25.8 .8 44.8 1.4 5.0
Nonsection 521 . ...... 23 4537 28.3 40.1 2 18.7 2.2 10.7

1970 ... ... i i e ! 2,000 153 35.5 4 31.6 9.1 8.5

Poultry products:

1976 . ... ... ... ... .. 32 18,402 335 62.1 .5 2.0 5 1.4
Section 521 .......... 14 9,813 19.7 77.7 3 1.7 9
Nonsection 521 ... .... 18 8,589 49.2 44.2 1.2 2.2 A 3.1

1970 . ... ... ..., .. ! 4,000 29.2 66.5 4 1.9 1.9

Rice:

1976 ... ... ... . ... 46 25,666 62.1 26.8 4 .6 9.8 3
Section521 .......... 38 24,384 646 25.2 o & 10.2 3
Nonsection 521 . ...... 8 1,282 14.9 57.7 7.3 12.4 1.5 6.2

1970 ... ... .. ! 24,000 74.9 16.7 4 3 6.5 1.9

{Continu
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Table 61—Distribution of net savings by farmer marketing and marketing/supply cooperatives with net savings, by principal

products marketed and income tax status of the cooperatives, fiscal years 1976 and 1970—Continued

Percentage of total net savings distributed as—
Coopera-

— tives Total Patronage r?fund§ Q) Cuent Dividends

Principal product, year, and . year's business

) with net and
income tax status . Unallocated . Income
net savings . interest 2
) Paid Allocated reserves . taxes
savings in on equity
cash | Qualified | Nonqualified capital
1,000
Lt POrcent - -----memmesmomesmnmamocs
Number dollars ercent
Sugar:

1976 . oo i v e 22 72,411 87.1 4.0 3.0 3.7 1.6 .6
Section 521 . ......... 8 42915 96.8 3 3 3 29 3
Nonsection 521  ....... 14 29,496 73.0 9.7 6.8 8.9 3 1.6

19705 . . e s ! 6

Other products:’

1976 ot 68 18,206 66.3 26.5 2 29 1.0 3.1
Section 521 . ......... 38 12,299 736 25.6 3 {0.6) 1.1 3
Nonsection 521 . ...... 30 5906 51.0 28.6 .6 10.0 9 8.9

1970 .. i it ! 16,000 59.1 22.8 4 2.7 13.0 2.4

Total:

1976 . v v v v i 3,232 1,367,090 40.6 41.8 4 8.8 24 6.0
Section521 ......... 1,485 498,795 52.2 37.5 6 4.3 4.0 1.4
Nonsection 521 ...... 1,747 + 868,295 34.0 441 3 11.6 1.5 8.6

1970 ... e e ! 356,000 41.8 40.8 4 6.3 74 3.7

' Only those cooperatives with net savings for the year are included in this table. Per unit capital retains fixed without reference to
net savings are not included. Intercooperative distributions have not been sliminated. Data on number of cooperatives with savings and

income tax status were not collected for 1970.
2 |ncludes Federal and State income taxes; operating statements of many cooperatives do not list them separately.
3 Less than 0.05 percent.
4 Nonqualified allocations were not shown separately in 1970; all 1970 allocations are shown here as qualified.
S Excludes livestock shipping associations and county wool pools in 1976.
6 Data included with other products in 1970.

7 Includes cooperatives handling the following products in 1976: 12 dry beans and peas, 17 nuts, 18 tobacco, and 28 special crop:
and miscellaneous products. For 1970, includes: 63 sugar (including 43 sugar beet bargaining), 28 tobacco, 17 nuts, 13 dry beans and

peas, and 85 miscellaneous products.

Cooperatives in the Springfield district paid out the lowest percentage of total net
savings as patronage refunds on the current year’s business (42.6 percent), retained the
highest percentage as unallocated reserves (27.3 percent), paid the highest percentage as
dividends on equity capital (6.4 percent), and paid the highest percentage as Federal and
State income taxes (23.7 percent).

Data for several districts, which are the headquarters for one or more relatively
large cooperatives, were highly influenced by the distribution patterns of these large coop-
eratives (see comparable data for the largest 100 cooperatives in section I1).

Table 64 shows the number of cooperatives with net savings for fiscal year 1976
that distributed any savings for the year in specified ways, by both farm credit districts
and income tax status of the cooperatives.



Table 62—Number of the 3,232 farmer marketing and marketing/supply cooperatives with net savings that distributed any saving
in specified manners, by principal product marketed and income tax status of the cooperatives, fiscal year 1976

Cooperatives with any net savings distributed as—
Coc.)pera- Patronage refunds on current L
. tives , . Dividends
Principal product marketed . year’s business
. with and
and income tax status Unallocated . fncon
net interest
savinas Allocated reserves on equit taxes
’ = ca| c;taly
Qualified | Nongualified P
---------------------------------- Number------ccmeann L
Diversified ............. 25 23 22 1 14 13 1:
Section521 ., ...,....... 12 1 1 0 4 6 {
Nonsection 521 ......... 13 12 11 1 10 7 ¢
Cotton and products ....... 340 313 252 9 107 75 10(
Section521 ........... 246 236 198 6 41 a4 p
Nonsection 521 ......... 94 77 54 3 66 31 7
Dairy products . .......... 373 303 301 2 85 46 6:
Section521 . .......... 307 254 263 0 44 34 2
Nonsection 521 . ........ 66 49 38 2 41 12 3¢
Fruits and vegetables ... .. .. 296 242 115 21 108 38 101
Section521 ........... 195 17 77 13 36 26 34
Nonsection 521 . ........ 101 71 38 8 72 12 67
Grains, soybeans, and products 1,968 1,860 1,782 13 1,502 802 1,41¢
Section521 .. ......... 588 542 520 5 309 243 253
Nonsection 621 ... ...... 1,380 1,318 1,262 8 1,193 559 1,163
Livestock and wool® .. ..... 62 28 25 1 45 10 2¢
Section 52t .. ......... 39 17 14 1 26 4 1C
Nonsection 521 . ........ 23 1 11 0 19 6 19
Poultry products . ........ 32 21 20 1 21 6 17
Section521 ........... 14 10 11 0 5 4 5
Nonsection 621 . ........ 18 11 9 1 16 2 12
Rice .................. 46 41 37 2 7 30 8
Section 521 . .......... 38 35 31 1 1 27 2
Nonsection 521 . ........ 8 6 6 1 6 3 6
Sugar ................. 22 15 8 2 10 1 11
Section521 ........... 8 3 0 1 4 1 2
Nonsection 521 . ........ 14 12 8 1 6 0 9
Other products® . ......... 68 56 34 3 28 19 37
Section52t .. ......... 38 31 16 2 13 13 1
Nonsection 521 . .,....... 30 25 18 1 15 6 26
Total ................ 3,232 2,902 2,596 55 1,927 1,040 1,794
Section 521 .......... 1,485 1,310 1,141 29 483 402 371
Nonsection 521 . ...... 1,747 1,692 1,455 26 1,444 638 1,423

! Includes both Federal and State taxes; operating statements of many cooperatives do not list them separately.
2 Excludes livestock shipping associations and county wool pools with small amounts of assets.

3 Includes cooperatives handling the following products: 12 dry beans and peas, 17 nuts, 18 tobacco, and 28 special crops :
miscellaneous products.
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Table 63—Distribution of net savings by 5,127 farmer marketing and supply cooperatives with net savings,
by farm credit district and income tax status of the cooperatives, fiscal year 1976

Percentage of total net savings distributed as—
Co?pera- Patronage refunds on current n
= .00k tives Total s K Dividends
Farm credit district and . year’s business
= with net and
income tax status — savinas Unallocated i aay Income
. s Paid Allocated reserves - taxes?
savings in on equity
cash | Qualified | Nonqualified capital
1,000

Number doliirs= W EesTEa T Percent--«-----=-c-ccccessmono-
Springfield ............. 187 78,621 30.6 12.0 3 27.3 6.4 23.7
Section 521 ........... 70 28,085 623 271 B 3.6 6.9 A
Nonsection 521 ......... 117 50,566 13.1 3.6 3 40.5 6.0 36.8
Baltimore . ............. 177 50,378 23.7 42.8 1.2 18.7 5.6 8.0
Section 521 ........... 122 23,277 26.5 62.1 A 5.6 3.6 2.1
Nonsection 521 ......... 55 27,101 21.2 26.2 2.2 30.0 7.4 13.0
Columbia ..........c.c0.. 144 142,557 57.9 27.7 3 4.0 5.8 4.6
Section 521 . .......... 79 60,228 223 55.8 3 4.6 13.1 4.2
Nonsection 521 . ........ 65 82,329 84.0 7.1 3 3.5 .5 4.9
Louisville . ........ ..., 411 144,611 22,5 44.3 .5 17.5 4.1 111
Section 521 . .......... 223 44924 21.7 47.1 1.7 19.8 5.6 4.1
Nonsection 521 ......... 188 99,687 22.9 42.9 A 16.5 3.3 14.3
NewOrleans . ........... 256 100,140 60.1 29.5 .5 4.8 1.7 3.4
Section 521 . .......... 172 36,612 36.7 56.3 .5 1.6 3.6 1.3
Nonsection 521 ......... 84 63,5628 73.6 14.0 6 6.7 .5 4.6
St.Louis .. ... vi i 451 409,174 379 46.4 A 6.0 2.0 7.6
Section 521 . .......... 139 47,133 58.2 29.0 5 3.2 7.0 2.1
Nonsection 521 .. ....... 312 362,041 356.3 48.7 i 6.4 1.3 8.3
St.Paul  ....... s 1,324 266,449 249 66.6 .8 4.7 7 2.3
Section 521 ........... 520 74,275 31.0 65.5 3 2.0 1.2 3
Nonsection 521 . ........ 804 192,174 22.5 67.1 1.0 5.8 5 3.1
Omaha ..........c.ou.. 87 225,958 26.3 57.3 A 11.2 7 4.4
Section 521 . .......... 199 52,136 35.0 53.2 6 8.3 .8 2.1
Nonsection 521 ......... 672 173,822  23.7 58.5 3 12.0 .6 5.2
Wichita . .......ccvvvenan 440 143,009 30.3 55.5 3 9.5 1.2 3.5
Section 521 . .......... 45 5,256 38.8 47.5 B 7.6 3.4 2.7
Nonsection 521 ......... 395 137,754 30.0 55.9 3 9.5 1.1 3.5
Houston .........cou.0un 303 72,089 40.4 49.5 2.4 4.6 .5 2.6
Section 521 . .......... 211 45,001 47.4 44.4 3.8 2.8 .5 1.1
Nonsection 521 ......... 92 27,088 28.7 58.1 3 7.7 4 4.8
Sacramento . .. ... c e oo 255 195,505 81.5 13.5 1.3 9 1.4 1.4
Section 521 .. ......... 200 141,221 85.9 10.4 4 1.0 1.9 .4
Nonsection 521 . ........ 55 54,284  70.1 21.7 3.7 .6 A 3.8
Spokane . .......aeeeon 308 69,181 31.1 46.3 .8 16.1 7 5.0
Section 521 . .......... 116 19,822 40.0 50.6 1.7 5.2 1.1 1.4
Nonsection 521 . ........ 192 49,359 27.5 446 .5 20.5 .6 6.3
US.total ............. 5,127 1,897,672 393 44.0 5 8.4 2.1 5.7
Section 521 .......... 2,096 577,939  48.7 40.6 Vi 4.5 3.9 1.6
Nonsection 521 ... .... 3,031 1,319,733  35.2 45.4 4 10.1 1.4 7.5

! Only those cooperatives with net savings for the year are included in this table. Per unit capital retains fixed without reference to
net savings are not included. Intercooperative distributions have not been eliminated. Data on number of cooperatives with savings and
income tax status were not collected for 1970.

2 |ncludes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

3 Less than 0,05 percent.



Table 64—Number of the 5,127 farmer marketing and supply cooperatives with net savings that distributed any net savings
in specified manners, by farm credit districts and income tax status of the cooperatives, fiscal year 1976

Cooperatives with any net savings distributed as—

Coopera-
N Patronage refunds on current . =
. tives . . Dividends
Farm credit district and with year's business —
income tax status il Unallocated e
vin Allocated reserves . s Ll
savings Cash on equnlty taxes
Qualified | Nonqualified capita
----------------------------------- Number----«ccmceeemmam

Springfield ............. 187 129 44 0 137 114 125
Section 521 ........... 70 41 40 o] 24 19 1
Nonsection 521 ......... 117 88 4 4] 113 95 114
Baltimore .............. 177 140 123 6 117 120 112
Section521 ........... 122 104 106 4 76 81 66
Nonsection 521 ......... 55 36 17 2 41 39 46
Columbia .............. 144 115 88 9 65 22 58
Section521 ........... 79 68 64 1 19 17 11
Nonsection 521 ......... 65 47 24 8 46 5 47
Louisville .............. 411 324 308 97 381 351 360
Section 521 ........... 223 180 173 80 202 189 186
Nonsection 521 . ........ 188 144 135 17 179 162 174
New Orleans ............ 256 231 192 14 117 81 142
Section521 . .......... 172 164 142 4 67 37 74
Nonsection 521 ......... 84 67 50 10 50 44 68
St.louis ............... 451 409 368 6 362 277 369
Section521 . .......... 139 123 104 3 86 86 74
Nonsection 521 . ........ 312 286 264 3 276 191 295
St.Paul ............... 1,324 1,241 1,208 694 385 717
Section 521 ........... 520 499 500 113 161 76
Nonsection 521 ......... 804 742 708 581 224 641
Omaha ................ 871 819 789 7 818 254 677
Section 521 ........... 199 183 172 6 166 45 105
Nonsection 521 . ........ 672 636 617 1 652 209 572
Wichita ................ 440 426 404 1 390 62 379
Section521 . .......... 45 43 33 0 22 12 16
Nonsection 521 ., ........ 395 383 371 1 368 50 363
Houston ............... 303 282 242 6 91 46 83
Section 521 ........... 211 200 174 4 27 31 18
Nonsection 521 .. ....... 92 82 68 2 64 16 65
Sacramento ............. 255 242 125 13 67 14 66
Section521 . .......... 200 189 95 12 28 6 27
Nonsection 521 .. ....... 55 53 30 1 39 8 39
Spokane ............... 308 279 244 6 169 54 202
Section 521 . .......... 116 104 86 1 28 18 35
Nonsection 521 ......... 192 175 158 5 141 36 167
US.total ............. 5,127 4,637 4,135 166 3,408 1,780 3,290
Section 521 .......... 2,096 1,898 1,689 115 858 702 699
Nonsection 521 ....... 3,031 2,739 2,446 51 2,550 1,078 2,591
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Distribution of Net Losses

Table 65 shows how cooperatives with net operating losses for fiscal year 1976
handled them. Combined net losses for all 560 cooperatives amounted to almost $54
million.

After payment of dividends on stock and other equity capital amounting to
$375,000 and Federal and State income tax adjustments of $800,000, these 560 cooper-
atives had net operating losses of $53.3 million.

These net losses were handled by the cooperatives as follows: Unallocated reserves
were decreased to cover 54 percent of the losses, and the other 46 percent was distributed
to patrons on the basis of their patronage for the year, just as net savings would have
been distributed. Of the 46 percent allocated to patrons, 29 percent was handled by
reducing individual allocated equity accounts, and the remaining 17 percent was charged
to patrons by debiting their individual accounts receivable; the members were billed, or
the losses were deducted from any final payments due patrons for products.

The 296 cooperatives with net losses in 1976 that operated under section 521
charged more of the losses to individual member-patrons accounts (including allocated
equity accounts) and less to unallocated reserves than did the 264 cooperatives without
section 521 status. Cooperatives not operating under section 521 status reduced
unallocated reserves to account for almost 79 percent of total net losses, compared with
36 percent for the section 521 group.

Table 65—Distribution of net operating losses by 560 farmer marketing and supply cooperatives with net losses,

by major function and income tax status of the cooperatives, fiscal year 1976'

Percentage of total net operating losses distributed as—
Cooper-
Major function and atl.ves Total Patronage r('efund's on Reduction Dividends
E with net current year's business and
income tax status of . Income
net losses interest A
T unallocated . taxes
losses 2 Qualified on equity
Cash il 5 reserves %
allocations capital
1,000
AL AR UL Tl o F o LSRRI AT i) Lot d PEICONt < ==cevmecceenancaaanannn
Number dollars ercent
Farmsupply ............ 256 6,985 g 29.1 74.6 (4.0) 0.3
Section 521 ........... 93 4,468 0 44.7 56.1 (.8) 0
Nonsection 521 ......... 163 2,517 2 1.4 107.3 (9.6) .7
Marketing .............. 208 42,593 21.0 27.2 50.2 {.1) 1.7
Section 521 ........... 156 24925 30.0 37.0 33.1 {.1) s
Nonsection 521 ......... 52 17,668 8.3 13.3 74.3 (.1) 4.2
Marketing/supply ......... 96 4,133 0 47.7 52.2 (1.4) 1.5
Section 521 ........... 47 2,304 0 74.7 27.2 {1.9) 0
Nonsection 521 ......... 49 1,829 4] 13.4 83.8 { .6) 3.4
iTotal o, TSN 0T8NS, .. L 560 63,711 16.7 29.0 53.5 (.7) 1.5
Section 521 .......... 296 31,697 23.6 40.8 35.9 {.3) :
Nonsection 521 ........ 264 22,014 6.7 12.0 78.8 {1.2) 3.7

!'Some of the 560 cooperatives with overall losses had net savings in one or more departments. ln some of these cooperatives the
patrons of the departments with net savings received cash or allocated patronage refunds even though the cooperative as a total business
entity reported a net operating loss.

?These charges to members for net operating losses were charged to individual members’ accounts, deducted from marketing
proceeds due members or the members were billed.

3 These were charges against members’ qualified allocated equity accounts.

% Inciudes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

5 Less than 0.05 percent.
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Table 66—Number of the 560 farmer marketing and supply cooperatives with net operating losses that distributed any losses
in specified manners, by major function and income tax status of the cooperatives, fiscal year 1976’

Cooperatives with net operating losses making any distribution as—
Cooper-

Major function and atl.ves Patronage rt'afund's on Reduction Dividends

. with current year's business and
income tax status of .
net interest
. unaliocated .
losses 5 Qualified on equity
Cash A h reserves .
allocations capital

------------------------------ Number«-«-««--cceceoceeeanaaao.
Farmsupply ............. 256 25 59 209 60
Section 521 ............ 93 0 34 60 10
Nonsection 521 . ........ 163 25 25 149 50
Marketing .............. 208 13 45 158 16
Section 521 ............ 156 8 41 112 8
Nonsection 521 . ........ 52 5 4 46 8
Marketing/farm supply ...... 96 0 34 62 10
Section 521 . ........... 47 0 29 18 5
Nonsection 521 . ........ 49 0 5 44 5
Total ................ 560 38 138 429 86
Section521 ........... 296 8 104 190 23
Nonsection 521 . ....... 264 30 34 239 63

'Some of the 560 cooperatives with overall losses had net savings in one or more departments. In some of thesa cooperativas
patrons of the departments with net savings received cash or allocated patronage refunds even though the cooperative as a total busi
entity reported a net operating loss.

2 These charges to members for net operating losses were charged to individual members’ accounts, deducted from marke
proceeds due members, or the members were billed.
3 These were charges against members’ qualified allocated equity accounts.

Table 66 shows the number of cooperatives with net operating losses for 1976 th
distributed any of their losses in specified ways. Of the 560 cooperatives, 429 reduc:
unallocated reserves, 138 reduced allocated equity accounts of member-patrons, and
charged the losses to individual member-patrons’ accounts, billed the member-patrons,
deducted the losses from marketing proceeds due patrons.

Even though nearly 17 percent of total net operating losses were charged
patrons’ accounts, less than 7 percent of the 560 cooperatives handled any losses in tt
manner. Nearly 77 percent of the cooperatives handled losses by reducing unallocat
reserves, and 53 percent of the total net losses were handled in this way.

Distribution of net operating losses for fiscal year 1976 by the 560 cooperatives
also shown in table 65 based on major function of the cooperatives.

Of the $54 million in losses, 208 primarily marketing cooperatives accounted f
nearly $43 million, or 79 percent of the total. The marketing cooperatives were the on
group that handled any losses by deducting the losses from marketing proceeds due mer
bers. Twenty-one percent of the losses of the marketing coopertives were handled in tt
manner. An additional 27 percent was charged against members’ allocated equity accoun
and 50 percent was deducted from unallocated reserves.

Even though 20 percent of the losses of the 208 marketing coopertives were handl
by deducting the losses from marketing proceeds due members, only 13 of the 208 coope
atives with losses, or 6 percent, handled any of their losses in this manner (table 66).

Tables 67 and 68 provide data on handling of losses by 304 marketing ar
marketing/farm supply cooperatives with net operating losses for fiscal year 1976 by pri
cipal product marketed and by income tax status of the cooperatives.
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Table 67—Distribution of net operating losses by 304 farmer marketing and marketing/supply cooperatives with net losses,
by principal product marketed and income tax status of the cooperatives, fiscal year 1976’

Percentage of total net operating iosses distributed as—
Cooper-
Principal product marketed atl.ves Total Patronage rt::fund:s on Reduction Dividends
. with net current year's business and
and income tax status of ) Income
net losses interest 4
e unallocated . taxes
losses 2 Qualified on equity
Cash L3 reserves .
allocations capital
1,000
Number dollars  TTTTTTTTTTTTTmmmeooees Percent--------cecreconacaan
Diversified .............. 3 21 0 1.6 98.4 0 0
Section 521 . .......... 2 17 0 2.0 98.0 0 0
Nonsection 521 ......... 1 4 0 0 100.0 0 0
Cotton and products . ...... 55 7,860 {(14.7) 334 81.5 (0.2) 0
Section 521 ........... 44 1,970 5.3 17.7 78.0 (1.0} 0
Nonsection 521 ......... 11 5,890 (21.4) 38.7 82,7 0 0
Dairy products . .......... 65 13,187 36.4 16.9 46.7 B s
Section 521 ........... 57 12,670 38.2 17.4 444 B 0
Nonsection 521 ......... 8 617 0 6.2 95.1 {.3) (1.0}
Fruits and vegetables ....... 43 7,343 45.5 17.0 27.5 {.1) 10.1
Section 521 ........... 32 4,230 60.9 29.4 9.8 B {.1)
Nonsection 521 . ........ 11 3,113 246 0 51.6 {.1) 23.9
Grains, soybeans and products . 100 4,167 0 41.8 58.0 {1.3) 1.5
Section 521 . .......... 46 2,199 0 67.9 33.9 (1.8) 0
Nonsection 521 ......... 54 1,969 0 12,5 84.9 { .6) 3.2
Livestock and wool® . ...... 15 888 0 10.2 90.4 0 { .6)
Section 521 ........... 10 558 0 16.3 83.7 0 0
Nonsection 521 . ........ 5 330 0 0 101.8 0 (1.8)
Poultry products  ......... 5 800 0 0 100.2 { .8) 6
Section 521 . .......... 1 57 0 0 100.0 0 0
Nonsection 521 ......... 4 743 0 0 100.2 {.9) 7
Rice .................. 4 8 0 0 100.0 0 0
Nonsection 521 . ........ 4 8 0 0 100.0 0 0
Sugar ... 7 12,387 15.8 45.2 39.0 0 0
Section 521 ........... 4 5,563 0 99.9 A 0 0
Nonsection 521 .. ....... 3 6,824 28.7 .6 70.7 0 4]
Other products” . ......... 7 65 0 13.8 86.2 [0} 0
Section 521 ........... 7 65 0 13.8 86.2 V] 0
Total ................ 304 46,726 19.1 29.0 50.4 {.2) 1.7
Section 521 .......... 203 27,229 27.5 40.1 32.6 (.2 s
Nonsection 521 . ....... 101 19,497 7.5 13.4 75.2 {.2) 4.1

!Some of the 304 cooperatives with overall losses had net savings in one or more departments. In some of these cooperatives the
patrons of the departments with net savings received cash or allocated patronage refunds even though the cooperative as a total business
entity reported a net operating loss.

2These charges to members for net operating losses were charged to individual members’ accounts, deducted from marketing
proceeds due members or the members were billed.

3 These were charges against members’ qualified allocated equity accounts.

4 Includes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

® Less than 0.05 percent.

¢ Excludes livestock shipping associations and county wool pools with small amounts of assets.

7 Includes cooperatives handling the following products: 1 nuts, 3 tobacco, and 3 other farm products.
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Table 68—Number of the 304 farmer marketing and marketing/supply cooperatives with net losses that distributed any losses
in specified manners, by principal product marketed and income tax status of the cooperatives, fiscal year 1976*

Cooperatives with net operating losses making any distribution as—

Cooper-
Principal product marketed atl.\::s Patronage r?fund? on Reduction aagdends
and incomie taxIstatus wi current year’s business of and
net unallocated interest
| ifi .
osses Cash? 0uallf|ed . reserves on equity
allocations capital
----------------------------- Number - -------ceccmecmecnennnnnn
Diversified .............. 3 0 1 2 0
Section 521 ............ 2 0 1 1 0
Nonsection 521 ......... 1 0 0 1 0
Cotton and products ....... 55 2 22 34 5
Section521 ............ 44 1 21 23 5
Nonsection 521 ......... 1 1 1 0
Dairy products . .......... 65 5 20 44 3
Section521 ............ 57 5 19 37 2
Nonsection 521 ......... 8 0 1 7 1
Fruits and vegetables ....... 43 4 9 30 5
Section521 ............ 32 2 8 23 2
Nonsection 521 ......... 11 2 1 7 3
Grains, soybeans, and products . 100 0 21 79 1
Section521 ............ 46 0 16 30 3
Nonsection 521 . ........ 54 0 5 49 8
Livestock and wool* . ...... 15 0 3 12 1
Section521 ............ 10 0 3 7 1
Nonsection 521 ......... 5 0 0 5 0
Poultry products .......... 5 0 0 5 1
Section 521 ............ 1 ] 0 1 0
Nonsection 521 ......... 4 0 0 4 1
Rice ......ciievuiinens 4 0 o} 4 0
Section 521 ............ ] - - - -
Nonsection 521 ......... 4 0 0 4 0
Sugar ... ... 7 2 2 5 0
Section 521 ............ 4 0 1 3 0
Nonsection 521 ......... 3 2 1 2 0
Other products® .......... 7 0 2 5 0
Section 521 ............ 7 0 2 5 0
Nonsection 521 . ........ 0 - - - -
Total ................ 304 13 80 220 26
Section 521 ........... 203 8 71 130 13
Nonsection 521 ........ 101 5 9 90 13

!1Some of the 304 cooperatives with overall losses had net savings in one or more departments. In some of these cooperative

patrons of the departments with net savings received cash or allocated patronage refunds even though the cooperative as a total bu
antity reported a net operating loss.

proceeds due members, or the members were billed.
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3 These were charges against members’ qualified allocated equity accounts.
4 Excludes livestock shipping associations and county wool pools with small amounts of assets.
% Includes cooperatives handling the following products: 1 nuts, 3 tobacco, and 3 other farm products.

?These charges to members for net operating losses were charged to individual members’ accounts, deducted from mark



Table 69—Distribution of net operating losses by 560 farmer marketing and supply cooperatives with net losses,
by farm credit districts and income tax status of the cooperatives, fiscal year 1976'

Percentage of total net operating losses distributed as—
Cooper-
Farm credit district and atives Total Patronage rt'afund:s on Reduction Dividends
inome tax Status with net current year's business of . and Income
net losses interest a
losses 2 Qualified unallocated on equity taxes
Cash L3 reserves X
allocations capital
1,000
Number dollars T TTTTTTTrTTmrieeseees Percent ---«--«ccecenmcacannnn..
Springfield ............. 79 9,417 59.8 25.1 171 (2.3) 0.3
Section 521 . .......... 26 7,755 66.1 30.6 3.3 0 0
Nonsection 521 ......... 53 1,662 30.4 0 81.0 (13.0) 1.6
Baltimore .............. 25 2,162 0 s 100.6 (.8) .2
Section 521 . .......... 15 2,045 0 s 100.0 0 0
Nonsection 521 . ........ 10 117 0 0 110.2 (14.4) 4.2
Columbia .............. 53 9,003 221 22.7 55.6 { .5) A
Section521 ........... 48 2,468 0 82.8 19.0 (1.6) {.2)
Nonsection 521 ......... 5 6,535 30.4 0 69.4 0 .2
Louisville .............. 25 3,249 0 8.5 93.1 (1.4) {.2)
Section521 . .......... 14 1,615 0 17.2 85.3 (2.5) 0
Nonsection 521 ......... 11 1,634 0 0 100.8 (.3) { .5)
NewOrleans ............ 14 645 (4.2) 36.6 67.6 0 0
Section 521 . .......... 8 236 0 83.0 17.0 0 0
Nonsection 521 ......... 6 409 (6.6) 9.8 96.8 0 0
St.louis ............... 32 578 0 s 101.5 (1.4) {.1)
Section 521 . .......... 8 96 0 .3 99.7 0 0
Nonsection 521 ......... 24 482 0 0 101.8 (1.6) (.2)
St.Paul ................ 139 10,586 V] 60.1 39.5 (.2 .6
Section 521 .. ......... 83 9,830 0 64.6 354 s 0
Nonsection 521 ......... 56 756 0 .5 93.5 (2.0) 8.0
Omaha ................ 50 1,484 0 479 52.1 0 0
Section 521 . .......... 15 841 0 55.2 44.8 0 0
Nonsection 521 , ... ..... 35 643 0 38.3 61.7 0 0
Wichita ................ 30 600 0 21.0 80.3 (.3) (1.0}
Section 521 . .......... 12 209 0 42.3 57.7 0 0
Nonsection 521 .. ....... 18 391 0 9.7 92.3 { .5) (1.5)
Houston ............... 56 7,294 (17.3) 37.4 80.3 { .4) 0
Section821 ........... 40 1,183 0 35.2 66.4 {1.6) 0
Nonsection 521 ......... 16 6,111 (20.7) 37.8 83.0 { .1) 0
Sacramento . ............ 22 5,287 1.0 12.3 72.8 0 13.9
Section 521 .. ......... 17 2,719 (8.0} 24.0 84.0 0 0
Nonsection 521 ......... 5 2,568 10.5 0 60.9 0 28.6
Spokane . .............. 35 3,406 75.6 2.0 22,5 0 {.1)
Section 521 . .......... 10 2,700 95.5 2.5 2.0 0 0
Nonsection 521 ......... 25 706 0 0 100.5 0 { .5)
US.total ............. 560 53,711 16.7 29.0 53.5 (.7 1.5
Section 521 . ......... 296 31,697 23.6 40.8 35.9 {.3)
Nonsection 521 ... ..... 264 22,014 6.6 120 78.9 (1.2) 3.7

¢

'Some of the 560 cooperatives with overall losses had net savings in one or more departments. In some of these cooperatives the
patrons of the departments with net savings received cash or allocated patronage refunds even though the cooperative as a total business
entity reported a net operating loss.

2 These charges to members for net operating losses were charged to individual members' accounts, deducted from marketing
proceeds due members or the members were billed.

3 These were charges against members’ qualified allocated equity accounts.

* Includes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

® Less than 0.05 percent.
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Table 70—Number of the 560 farmer marketing and supply cooperatives with net operating losses that distributed any losses
in specified manners, by farm credit districts and income tax status of the cooperatives, fiscal year 1976

Cooperatives with net operating iosses making any distribution as—
Cooper-

Farm credit district and atn.ves Patronage re'sfund.s .l Reduction Piiends

X with current year's business and
income tax status of .
net interest
. unailocated .

losses 2 Qualified on equity

Cash L3 reserves X
allocations capital

------------------------------ Number-----cvvveecercevnnnaoennn.
Springfield .............. 79 28 7 69 46
Section 521 ............ 26 2 7 17 0
Nonsection 521 .. ....... 53 26 0 52 46
Baltimore ............... 25 0 4 21 4
Section521 . ........... 15 0 4 11 0
Nonsection 521 ......... 10 0 0 10 4
Columbia ............... 53 1 35 18 12
Section 521 ............ 48 0 34 14 12
Nonsection 521 . ........ 5 1 1 4 )]
Louisville ............... 25 o] 1 24 6
Section 521 . ........... 14 ] 1 13 3
Nonsection 521 .. ....... 11 0 0 11 3
NewOrleans ............. 14 1 6 8 0
Section 521 ............ 8 0 5 3 0
Nonsection 521 . ........ 6 1 1 5 0
St.Llouis ............... 32 0 1 31 6
Section 521 ............ 8 4] 1 7 0
Nonsection 521 . ........ 24 0 0 24 6
St.Paul ................ 139 0 36 113 3
Section 521 ............ 83 0 15 68 2
Nonsection 521 ......... 56 0 21 45 1
Omaha ................ 50 0 10 40 0
Section521 ............ 15 0 5 10 0
Nonsection 521 .. ....... 35 0 5 30 0
Wichita ................ 30 0 6 25 1
Section521 ............ 12 0 5 8 0
Nonsection 521 . ........ 18 0 1 17 1
Houston . .............. 56 1 24 33 7
Section 521 ............ 40 V] 19 21 5
Nonsection 521 .. ....... 16 1 5 12 2
Sacramento .. ........0... 22 6 7 14 1
Section 521 ............ 17 5 7 10 1
Nonsection 521 .. ....... 5 1 0 4 0
Spokane . .............. 35 1 1 33 0
Section 521 ............ 10 1 1 8 0
Nonsection 521 ......... 25 V] 0 25 0
US.total ............. 560 38 138 429 86
Section 521 ........... 296 8 104 190 23
Nonsection 521 . ....... 264 30 34 239 63

'Some of the 560 cooperatives with overall losses had net savings in one or more departments. in some of these cooperatives, th
patrons of the departments with net savings received cash or allocated patronage refunds even though the cooperative as a totat busine
entity reported a net operating loss.

®These charges to members for net operating losses were charged to individual members’ accounts, deducted from marketir
proceeds due members, or the members were billed.

3 These were charges against members’ qualified allocated equity accounts.
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Only 13, or 4 percent, of the 304 cooperatives charged any operating losses to the
accounts of individual patrons, but 19 percent of the total losses of $47 million were
handled in this manner. Four cooperatives handling fruits and vegetables, 5 handling
dairy products, and 2 handling sugar products distributed their losses to patrons accounts
or deducted them from marketing proceeds due patrons for products.

Detailed information on the distribution of net operating losses by the 560
marketing and farm supply cooperatives with losses for fiscal year 1976 is shown in tab-
les 69 and 70 by farm credit districts and income tax status of the cooperatives.

Net operating losses ranged from a low of $578,000 for 32 cooperatives headquar-
tered in the St. Louis district to a high of over $9 million for 79 cooperatives located in
the Springfield district. Total losses, as well as distribution patterns, were heavily
influenced by a very few large cooperatives in many of the districts (see comparable data
for the largest 100 cooperatives in section II).

Per Unit Capital Retains

Per unit capital retains are investments, fixed without reference to net margins,
made by patrons of cooperatives in compliance with a bylaw provision or membership
agreement. The agreement generally authorizes the cooperative to make a specified
deduction for capital purposes from proceeds due patrons or from advances made to
patrons based on physical units handled or a percentage of sales returns. For example, a
citrus marketing cooperative using the capital or per unit retain method of financing may
retain 5 cents per box of fruit from marketing proceeds due member-patrons. The amount
retained is allocated to the equity accounts of member-patrons and the members are
notified. If the allocation is qualified, the members must take it into consideration in
determining their taxable income currently. If it is nonqualified the cooperative must
include the amount of the retain in its current taxable income, and when it redeems the
retains in cash at a later date, the cooperative may deduct the amount paid. Per unit
capital retains allocated to members are handled for Federal income tax purposes the
same as allocated patronage refunds issued by cooperatives from net margins or savings.

Only per unit retains used by cooperatives for clearly defined capital purposes,
rather than those deductions used to cover operating expenses, such as operating check-
offs made by many bargaining cooperatives, were included as per unit capital retains for
this study.

Only 270 of the 5,795 agricultural marketing and supply cooperatives made author-
ized deductions in the form of per unit capital retains during fiscal year 1976 (table 71).
Total per unit capital retains for the year amounted to $129.3 million. This compares with
total per unit capital retains of $78 million during 1970. Of the $129.3 million for 1976,
$88 million was retained by 35 of the largest 100 cooperatives.

As previously stated in the equity capital section of this report, 12.2 percent of total
allocated equity capital of the 5,795 cooperatives outstanding at the close of fiscal year
1976 was acquired by the per unit retain route. As shown in table 37, 306 cooperatives
had outstanding equity capital acquired in this manner. However, 36 percent of the equity
capital of all 1,674 primarily marketing cooperatives was acquired as per unit capital
retains, and almost 72 percent of the equity capital of the 364 cooperatives marketing
fruits and vegetables.
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Table 72—Per unit capital retains deducted from proceeds due patrons by 267 marketing and marketing/supply cooperatives,
by principal product marketed and income tax status of the cooperatives, during fiscal year 1976

Cooperatives
p i
Principa! product marketed and Deducting .er umt.
! — G, capital retains
income tax sta Total 5 deducted
capitatl
retains
---------- Number - --------- 1,000 dollars
Diversified . .......c0vivivann 28 4 863
Section 521 . ... ... i e 14 3 854
Nonsection521 . ............... 14 1 9
Cottonand products . ............. 401 6 5,226
Section B21 . .. ...ttt 296 6 5,226
Nonsection 521 . ............... 105 [} 0
Fruits and vegetables . ............. 364 163 49,142
Section 521 ... ... . i, 242 123 31,476
Nonsection 521 . ...... ... ... .. 122 40 17,666
Grainfili S0 o - L ST ENLT N 2,074 12 3,413
Section 521 .. ... .. 635 1A 2,973
Nonsection 521 . . ... v v v v v v v 1,439 1 440
Livestockandwool . ........... ... 97 3 59
Section 521 .. ... .., 67 2 39
Nonsection 521 ... ... .. ... 30 1 20
Dairy products . ............c0... 459 39 35,262
Section 521 . .. ... .. e 386 24 16,318
Nonsection 521 .. ....... .. 0. 73 15 18,944
Poultry products . ..... ... veon 37 8 1,007
Section 521 . .. ... i 15 2 211
Nonsection 521 . ............... 22 6 796
Rice & A0 AU ELMER LN 50 4 10,981
Section, 521 v (L SRSt Ry 38 4 10,981
Nonsection 521 .. ... .. ... ... ... 12 0 ]
SUGAN . vt i e 46 8 10,028
Section 521 ... ... ... i 29 3 3,702
Nonsection 521 .. ... ...... ... 17 5 6,326
Drybeans ............ccceeeennn 12 6 288
SectionB521 . ....... .. i 6 4 218
Nonsection521 . ............. L. 6 2 70
NULSH. .. o ie TR e s o s s e e e 17 5 11,000
Section 521 . .. ... ittt 13 4 10,892
Nonsection 521 .. ....... ... .0 4 1 108
TobACCO . v vt it i e e 18 0 0
Section 521 . ..... ... i 14 0 0
Nonsection521 . ............... 4 0 (o}
Otherg st .. =12 .51 . gk 28 9 1,899
Section 521 . ... ...t 12 6 1,034
Nonsection 521 ... .... ... .. .c... 16 3 865
Totald J. N .7 a® o e 3,631 267 129,168
Section 521 .. ..... .ttt 1,767 192 83,924
Nonsection 521 . .. ... .ccvv e 1,864 75 45,244
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Table 71—Per unit capital retains deducted from proceeds due patrons by 270 farmer marketing and supply cooperatives,

by major function and income tax status of the cooperatives, during fiscal year 1976

Cooperatives

Major function and income tax S

ajor :ta::‘s ' Deducting capital retains

Total any per unit deducted
capital retains

---------- Number - --------- 1,000 dollars
Farmsupply .......... .. ... ... 2,164 3 82
SectionB521 . ........... i 708 2 19
Nonsection 521 . ............... 1,456 1 63
Marketing ... ..oiiieerennennnes 1,674 229 124,502
Section 521 . ...........cov 1,135 168 81,311
Nonsection 521 . ............... 539 61 43,191
Marketing/supply ... ... ... 1,957 38 4,666
Section 521 . ... ... ... 632 24 2,614
Nonsection 521 .. .............. 1,325 14 2,052
Total . ... e e e 5,795 270 129,250
Section 521 . ................. 2,475 194 83,944
Nonsection521 ............... 3,320 76 45,306

Per unit capital retains are insignificant with farm supply cooperatives and with
marketing cooperatives handling some farm products, as indicated by the data presented
in tables 71 and 72, and in the equity capital section of this report. It is most popular
with cooperatives operating on a pool basis. For example, nearly 3 out of every 4 dollars
of total equity capital of fruit and vegetable cooperatives was acquired by deducting per
unit capital retains, compared with only | percent of total equity capital of grain cooper-
atives. The capital retain method is used extensively by marketing cooperatives operating
on the West Coast and in Florida, but is not very popular with cooperatives in the Mid-

west (table 73).

Capital retain financing is used primarily by cooperatives marketing fruits and veg-
etables and dairy products. These two groups combined accounted for $84.3 million of
the $129.2 million retained during fiscal year 1976.
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Table 73—Per unit capital retains deducted from proceeds due patrons by 270 farmer marketing and supply cooperatives,

by farm credit district and income tax status of the cooperatives, during fiscal year 1976

Cooperatives
P .
Farm credit district and income tax Deducting 'er umt.
status £ any per unit capitalfiSLaing
Total R deducted
capital
retains
---------- Number - - -~=------ 1,000 dollars

Springfield ........... .. . ... 278 5 6,144
Section 521 ... ...t 107 4 6,134
Nonsection 521 .. ..... ... o 17 1 10
Baltimore . ........00iiivineennn 208 6 505
Section 521 . .. .. i 144 5 486
Nonsection 521 ... ............. 64 1 19
Columbia .........c0iiiiieenenonn 204 43 10,902
Section 521 . ... ... i 129 14 900
Nonsection 521 ................ 75 29 10,002
Louisville .. ......cviiiiievnns 452 7 7,439
Section 521 .. ... ..t 251 3 6,523
Nonsection 521 .. ...........o.. 201 4 916
NewOrleans ........c.0ivevunnn. 272 5 672
Section 521 . . ... et 181 4 232
Nonsection 521 . ............... 91 1 440
St.LoUIS .. i vt e e 490 15 12,888
Section 521 . . ...ttt i 180 14 7,550
Nonsection 521 . ............... 340 1 5,338
St.Paul ... i e 1,474 3 4,643
Section 521 ... ... . 611 2 1,629
Nonsection 521 ... ............. 863 1 3,014
Omaha . ....c.ovicoennnnennnsn 930 3 2,448
Section 521 . ... .. i 219 3 2,448
Nonsection 521 .. .............. 7M1 0 0
Wichita ......... .0t 473 3 41
Section 521 ... ......ciiiinn 60 1 30
Nonsection 521 .. ......... ... .. 413 2 11
Houston ... .....ciioiivennnnnnn 368 7 16,078
Section 521 ... ... i 256 6 8,630
Nonsection 521 .. ...... ... 112 1 7,448
Sacramento . ... ... it 287 147 60,167
Section 521 .. ... ..o 227 121 44,595
Nonsection 521 ... .... ... ... ... 60 26 15,572
Spokane ... ... 359 26 7,323
Section 521 ... ... .. it 140 17 4,787
Nonsection 521 .. .............. 219 9 2,536
US.total . ......0civin 5,795 270 129,250
SectionB21 .. .......... 2,475 194 83,944
Nonsection521 . .............. 3,320 76 45,306
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SECTION II.

THE ONE HUNDRED
LARGEST COOPERATIVES

The 100 largest cooperatives are considered separately in this report because of
their tremendous significance to the total financial picture of farmer cooperatives. They
represented only 1.7 percent of the total number of marketing and supply cooperatives
operating in 1976, but they accounted for 56 percent of the total business transacted, 55
percent of total assets, 45 percent of equity capital, and 67 percent of borrowed capital.

Comparable data for the 100 largest cooperatives for 1962, 1970, and 1976 are
presented. However, the cooperatives included are not all the same cooperatives for each
of the 3 survey years. The largest cooperatives in 1976 and the largest in 1970 were
included rather than the same cooperatives each year. A separate report for the 100 larg-
est cooperatives was not published for 1962, but 1962 data were available for 97 of the
100 largest cooperatives included in 1970, and data for these 97 are included in this
report. Adjustments have been made in the data for 1962 and 1970 where necessary due
to mergers and consolidations between surveys to make the information for earlier years
conform with the 1976 status of the cooperatives.

Selection of the 100 largest cooperatives was not based on a sampling procedure.
They were selected using the entire universe based on sales volume of all cooperatives.
But since this is a finance study, all those with total assets in 1976 of less than $10 million
were excluded. For 1970, those with assets of less than $5 million were excluded. This
selection process excluded from the 100 largest group primarily those marketing cooper-
atives involved mainly in bargaining activities and sales agencies operating on a commis-
sion basis with limited capital requirements.

Some of the 100 largest cooperatives were federated, some were centralized, and
some had both individual farmers and other cooperatives as members. Some could be
called regionals, some locals, and a few interregionals.

All of the figures in this section of this report are gross figures. There is
considerable duplication because neither intercooperative business nor intercooperative
investments have been eliminated from the totals. Some net figures have been provided,
however, in section I of this report covering all marketing and supply cooperatives,
including the 100 largest.

Sixty of the 100 largest cooperatives were engaged primarily in marketing farm
products, 14 were providing producers with farm supplies, and 26 were performing both
these functions. Table 74 shows basic 1976 financial information for the 100 largest coop-
eratives, compared with that for all 5,795 farmer marketing and supply cooperatives, by
major function of the cooperatives.

Table 75 shows comparable data for the 86 cooperatives engaged in marketing, by~
major products marketed. All data shown on the basis of farm products marketed include

cooperatives engaged strictly in marketing and those engaged in both marketing and sell-
ing farm supplies.



Table 74—Financial significance of the 100 largest farmer marketing and supply cooperatives to all such cooperatives,
classified by major function, based on basic financial and tax characteristics at the close of fiscal year 1976’

Cooperatives Sales and other Assets Equity capital Borrowed
Major functions and operating income quity cap capital

income tax status )
Top 100 | Total | Top 100 | Total | Top 100 | Total | Top 100 | Total | Top 100 { Total

Number -+ -e-reecmcna e Million dollars - - =« - - = -=-cnccecc-ccennn-

Farmsupply ............ 14 2,164 3,338 7,363 2,303 4,234 996 2,143 820 1,199
Section521 ........... 0 708 0 1,289 0 635 0 370 2 2
Nonsection 521 ......... 14 1,456 3,338 6,064 2,303 3,699 996 1,773 2 2

Marketing . ............. 60 1,674 14941 22,365 3,724 6,482 1,117 2,268 1,517 2,300
Section521 ........... 30 1,135 5,268 9,541 1,671 3,346 450 1,153 2 2
Nonsection 521 . ........ 30 539 9,673 12,824 2,053 3,136 667 1,115 2 2

Marketing/farm supply . .... 26 1,957 10,985 22,094 4,233 7,838 1,379 3,316 1,799 2,650
Section521 ........... 6 632 1,426 4,446 544 1,516 214 752 2 2
Nonsection 521 ......... 20 1,325 9,659 17,648 3,689 6,322 1,165 2,564 2 :

Total ....... v 100 5,795 29,264 51,812 10,260 185564 3,492 7,727 4,136 6,149
Section 521 .......... 36 2,475 6,694 15,276 2,215 5,497 664 2,275 2 2
Nonsection 521 .. ..... 64 3,320 22,570 36,536 8,045 13,0567 2,828 5,452 2 2

! These are gross figures. Neither intercooperative business nor intercooperative investments have been eliminated.
2 Data were not tabulated separately for borrowed capital based on tax status of the cooperatives.

The 11 diversified cooperatives listed in table 75 were engaged in both marketing
and supply functions and their marketing functions were too highly diversified for them
to be classified by a single product. These 11 cooperatives accounted for approximately 98
percent of the combined assets used by all 28 cooperatives in this highly diversified group.
The 21 grain marketing cooperatives in the 100 largest group, on the other hand,
accounted for only I percent of the 2,074 cooperatives marketing grain in 1976, but
accounted for over a third of the combined assets of the 2,074 grain cooperatives.

Table 76 provides basic 1976 financial data by farm credit districts for the 100 larg-
est cooperatives, compared with that for all cooperatives. Twenty-three of the 100 cooper-
atives were headquartered in the Sacramento farm credit district, and the St. Louis and
the St. Paul districts each had 13. In order to assure that data for individual cooperatives
would not be revealed, the six cooperatives with headquarters located in the Omaha and
the Wichita districts were combined for this section of this report.

Cooperatives included in the 100 largest group accounted for only 21 percent of the
total assets of the 1,403 cooperatives located in the Omaha-Wichita districts, for 32
percent of total assets of the 359 in the Spokane district, but for as much as 73, 74, and
80 percent of total assets of all the cooperatives located in the Sacramento, Springfield,
and St. Louis districts, respectively.

Tables 74, 75, and 76 also show basic 1976 financial data based on Federal income
tax status of the 100 largest cooperatives, compared with all 5,795 cooperatives.

Only 36 the 100 largest cooperatives qualified and filed with IRS as section 521
cooperatives in 1976, compared with 62 in 1970. Of all 5,795 cooperatives, 2,475, or 43
percent, had section 521 status in 1976. The tax status of all cooperatives in 1970 is not
available.
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Table 75—Financial significance of the 86 largest farmer marketing and marketing/supply cooperatives to all marketing
and marketing/supply cooperatives, by principal products marketed, based on basic financial characteristics
at the close of fiscal year 1976’

R Sales and other . . Borrowed
Principal product marketed Coppsratives operating income Assets Equity capital

capital
and income tax status

Top 86 | Total Top 86 Total Top 86 Total Top 86 | Toral Top 86 | Total

Number = «e-ccmscmcoccaaaceeace Million dollars « -« =« «--cevneeeeeannnnnn.
Diversified ............. 11 28 6,507 6,637 2,881 2,935 886 910 1,290 1,311
Section 521 ........... 4 14 1,299 1,405 499 542 193 212 2 2
Nonsection 521 ......... 7 14 5,208 5,232 2,382 2,393 693 698 2 2
Cotton and cotton products 5 401 71 1,346 256 691 46 264 157 297
Section 521 . .......... 4 296 694 1,135 227 579 45 213 2 2
Nonsection 521 . ........ 1 105 77 21 29 112 1 51 ? 2
Dairy products . .......... 22 459 5,479 8,048 1,069 1,646 332 583 300 371
Section 521 ........... 11 ' 386 2,160 4,050 468 904 108 302 2 ’
Nonsection 521 . ........ 11 73 3,319 3,998 601 742 224 281 2 ’
Fruits and vegetables . ...... 15 364 1,932 3,345 1,037 1,889 232 581 557 835
Section 521 . .......... 7 242 1,007 1,905 489 1,020 115 350 2 2
Nonsection 521 .. ....... 8 122 925 1,440 548 869 117 231 2 2
Grain, soybeans, and products . 21 2,074 9,653 22,172 1,976 5,717 719 2,682 769 1,626
Section521 . .......... 2 635 329 3,829 114 1,059 44 538 2 2
Nonsection 521 ......... 19 1,439 9,224 18,343 1,862 4,658 675 2,144 2 2
Poultry products . ........ 3 37 269 712 49 168 21 82 19 63
Section521 ........... 1 15 71 197 17 52 13 37 2 2
Nonsection 521 ......... 2 22 198 515 32 116 8 45 ’ ?
Rice . ........iiiu.. 4 50 579 626 158 228 53 88 62 88
Section521 ........... 4 38 579 617 158 219 53 82 3 F
Nonsection 521 ......... 0 12 0 9 0 9 0 6 ’ 2
Livestockand wool ........ 0 97 o] 235 0 114 0 57 0 22
Section 521 ........... 0 67 0 70 0 70 0 28 0 2
Nonsection 521 ......... 0 30 0 165 0 44 0 29 0 2
Other products® .......... 5 121 836 1,338 532 932 207 337 162 347
Section521 ........... 3 74 555 779 244 417 93 143 2 2
Nonsection 521 ......... 2 47 281 559 288 515 114 194 2 2
Total ................ 86 3,631 25926 44,459 7,958 14,320 2,496 5584 3,316 4,950
Section 521 .. ........ 36 1,767 6,694 13,987 2,216 4,862 664 1,905 ’ 2
Nonsection 521 ., .. ... 50 1,864 19,232 30,472 5,742 9,458 1,832 3,679 2 *

! These are gross figures. Neither intercooperative business nor intercooperative investments have been eliminated.
? Data were not tabulated separately for borrowed capital based on tax status of the cooperatives.
3 Includes cooperatives marketing sugar products, dry beans and peas, nuts, tobacco and other miscellaneous products.
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Table 76;Financial significance of the 100 largest farmer marketing and supply cooperatives to all such cooperatives,
by farm credit districts, based on basic financial and tax characteristics at the close of fiscal year 1976'

Cooperatives et e Assets Equity capital IR
Farm credit districts and P operating income Y e capital
income tax status
Top 100 | Total | Top 100 | Total ]|Top 100 | Total | Top 100 | Total | Top 100 | Total
Number = ---cce-ccmea e Million dollars - - - - === === -cecenraccaancnn
Springfield ............. 5 278 2,344 3,278 840 1,139 202 316 339 426
Section 521 ........... 4 107 928 1,408 308 463 23 77 ’ 2
Nonsection 521 ......... 1 171 1,416 1,870 532 676 179 239 2 b
Baltimore .............. 5 208 684 1,173 254 500 107 236 86 148
Section 521 ........... 3 144 283 598 69 220 23 105 : N
Nonsection 521 . ........ 2 64 401 575 185 280 84 131 2 2
Columbia .............. 9 204 1,748 2,770 713 1,139 256 422 302 437
Section 521 ........... 2 129 988 1,379 366 521 152 230 2 2
Nonsection 521 ......... 7 75 760 1,391 347 618 104 192 2 ’
Louisville .............. 9 452 2,882 5,058 729 1,371 278 606 236 414
Section 521 . .......... 2 251 716 1,614 153 448 65 227 2 2
Nonsection 521 ......... 7 201 2,166 3,444 576 923 213 379 2 ?
NewOrleans . ........... 3 272 530 1,377 477 841 171 345 199 292
Section 521 ........... 2 181 311 815 133 337 41 146 N )
Nonsection 521 ......... 1 91 219 562 344 504 130 199 2 e
St.Louis ........... ..., 13 490 6,390 8,924 2,880 3,686 917 1,286 1,324 1,499
Section 521 . .......... 2 150 463 1,140 156 346 44 137 2 2
Nonsection 521 ......... 11 340 5,927 7,784 2,724 3,240 873 1,149 2 2
St.Paul . .............. 13 1,474 4,604 8,671 1,647 3,300 707 1,580 516 832
Section 521 ., .......... 5 611 606 2,422 122 784 45 37 2 F
Nonsection 521 . ........ 8 863 3,998 6,249 1,525 2,516 662 1,209 2 P
Omaha and Wichita . ....... 6 1,403 3,636 10,273 620 2,978 250 1,663 218 762
Section 521 .. ......... 0 279 - 1,228 0 426 0 230 2 2
Nonsection 521 ......... 6 1,124 3,635 9,045 620 2,562 250 1,333 2 2
Houston ............... 7 368 2,495 3,366 375 877 126 379 140 312
Section 521 ........... 3 256 345 930 78 454 34 212 ; 2
Nonsection 521 ......... 4 112 2,150 2,436 297 423 92 167 2 B
Sacramento . ............ 23 287 3,159 4,561 1,460 1,993 411 654 662 783
Section 521 ........... 12 227 1,995 3,039 782 1,184 224 411 ’ v
Nonsection 521 ......... 11 60 1,164 1,522 678 809 187 243 2 L
Spokane ............... 7 359 893 2,361 265 830 67 340 114 244
Section 521 ........... 1 140 59 703 48 314 13 129 ’ 2
Nonsection 521 ......... 6 219 834 1,658 217 516 54 21 2 2
US.total ............. 100 5795 29,264 51,812 10,260 18,554 3,492 7,727 4,136 6,149
Section 521 .......... 36 2,475 6,694 15,276 2,215 5,497 664 2,275 2 B
Nonsection 521 ... .... 64 3,320 22,570 36,536 8,045 13,057 2,828 5,452 2 0

' These are gross figures. Neither intercooperative business nor intercooperative investments have been eliminated.
? Data were not tabulated separately for borrowed capital based on tax status of the cooperatives.
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Sales And Other Operating Income

The 100 largest farmer marketing and supply cooperatives reported combined sales
and other operating income of over $29 billion for their 1976 fiscal years. This represents
an average sales figure of $293 million. These are gross figures; intercooperative business

has not been eliminated.

Of the 100 cooperatives, 8 had gross sales in 1976 of over $1 billion; 18 over $500
million; 39 over $200 million; and 64 had gross sales of over $100 million. This left 36 of
the 100 cooperatives with less than $100 million in gross sales. Of these, 21 had gross
sales of less than $75 million. The smallest had gross sales of $52 million. Tables 77 and
78 show the number of the 100 largest cooperatives with sales and other operating income

Table 77—Number of the 100 largest farmer marketing and supply cooperatives with sales and other operating income

of specified sizes, by major function and principal product marketed, fiscal year 1976

Cooperatives with sales and other operating income amounting to—
. ) ] Total
Major function and principal ey

product marketed tives Less than |$75-$99.9 | $100-$199.9 | $200-$499.9 | $500-$999.9 | $1 billion

$75 million | million million mitlion million and over

-------------------------------- Number - -« -« eeeccomaei e

Major function:
Farmsupply .........0c.viuen. 14 2 2 3 4 3 0
Marketing .........00vvuenn.n 60 13 11 16 12 4 4
Marketing/farm supply .. ......... 26 6 2 6 5 3 4
Total—all cooperatives . ......... 100 21 15 25 21 10 8
Principal product:
Diversified ................... 11 0 1 5 1 1 3
Cotton and cotton products . ....... 5 2 1 1 1 0 0
Dairy products .. .............. 22 5 4 7 3 2 1
Fruits and vegetables . ........... 15 7 2 3 3 0 0
Grain, soybeans and products ....... 21 3 2 1 7 4 4
Poultry products . .............. 3 1 1 1 0 0 0
Rice .........ciiiiiiiii.. 4 1 0 2 1 0 0
Otherproducts .. .............. 5 0 2 2 1 0 0
Total marketing and marketing/farm

supply cooperatives .. ........... 86 19 13 22 17 7 8

Table 78—Number of the 100 largest farmer marketing and supply cooperatives with sales and other operating income
of specified sizes, by farm credit districts, fiscal year 1976

Total Cooperatives with sales and other operating income amounting to—
st COOPEr®™ | Lessthan | $75-$99.9 | $100-$199.9 | $200-$499.9 | $500-$999.9 | $1 billion
tives - o e . R
$75 million| million million million million and over
-------------------------------- Number -« -cccecemcenencoenaeaaa...
Springfield .................... 5 0 [v] 2 2 0 1
Baltimore .............c.... .. 5 1 2 1 1 0 0
Columbia .............cccvu..n. 9 3 3 1 1 1 0
Louisville . .......... . v 9 1 1 2 3 2 0
NewOrleans ................... 3 0 0 2 1 0 0
St.louis .........c00iiiiinn. 13 1 1 2 3 4 2
St.Paul ......... ... 0., 13 2 1 4 3 1 2
Omahaand Wichita . .............. 6 0 1 0 1 2 2
Houston . ...........cccvvunn. 7 2 1 2 1 0 1
Sacramento .. ... ..., 23 8 5 6 4 0 0
Spokane . ........c.c0 0., 7 3 0 3 1 0 0
US.total .................... 100 21 156 25 21 10 8
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Table 79--Sales and other operating income of the 100 largest farmer marketing and supply cooperatives, fiscal year 1976'

Cooperatives

. with any Sales and other operating
Sources of income R .
income from income
each source
Number Million dollars Percent of total
Farmsupplysales ...............iccu.... 49 8,599 29.4
Marketing receipts: :
Sales of products on—
Buy-andsalebasis .................... 59 16,152 55.2
Poolingbasis ...........coivininenunn. 29 4,289 14.7
Income from products sold an commission basis . . 3 2 3
Check-off on products bargained for . ......... 3 5 3
Total marketing receipts . .............. 86 20,446 69.9
Service receipts and other income (such as income
from storage, ginning, and transport) ......... 49 219 7
Total sales and other operating income . ..... 100 29,264 100.0

! Intercooperative business has not been eliminated from these figures.
2 Less than $500,000.
? Less than 0.05 percent.

Table 80—Sales and other operating income of the 100 largest farmer marketing and supply cooperatives, by major function

of the cooperatives, fiscal year 1976’

Sales and other operating income from—

Marketing receipts:

- | sal
Major function Coc?per Sales of products: | Income from Farm . igtalisles
atives Check-off Service | and other

products on products total supply receipts | operatin
On buy- On sold on P R marketing | sales P p 9

. " bargained X income

and-sale | pooling | commission receipts
. X X for
basis basis basis

Number --«--cceceeonnnaeiean . Milliondollars - - - - ==« cccccecceecccnana.

Farmsupply ......... 14 2 2 2 2 2 3,328 10 3,338

Marketing ........... 60 10,634 4,106 2 5 14,745 39 157 14,941

Marketing/farm supply . . 26 5,518 183 2 2 5,701 5,232 52 10,985

Total ............. 100 16,152 4,289 2 5 20,446 8,599 219 29,264

! Intercooperative business has not been eliminated from these figures.
? L_ess than $500,000.

of specified sizes for fiscal year 1976, classified by major function, principal product
marketed, and farm credit districts.

Of the $29 billion in gross sales and other operating income of the 100 largest
cooperatives for 1976, over 29 percent represented sales of farm supplies, nearly 70
percent represented marketing receipts, and less than l percent resulted from related
service receipts. Table 79 shows that 49 of the 100 cooperatlves reported some income
from the sale of farm supplies, 86 reported marketing receipts, and 49 reported service
receipts. Fifty-nine of the cooperatives reported sales of farm products on a buy-and-sale
basis and 29 on a pooling basis. Only 3 reported income from products sold on a com-
mission basis and 3 reported income in the form of checkoff on products bargained for.

Sales and other operating income of the 100 largest cooperatives are shown in
table 80, based on dollar income figures, and in table 81 based on number of cooperatives
reporting income from each source. Comparable data are shown in tables 82 and 83 for
the 86 cooperatives engaged in marketing farm products, classified by principal products
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Table 81—Number of the 100 largest farmer marketing and supply cooperatives with any sales and other operating income
from specified sources, by major function, fiscal year 1976

Cooperatives with:
Total Marketing receipts from:
number
Major function of Sales of products: fncome from Check-off Farm Service
cooper- products on products Any supply receipts
atives On buy- On sold on P . marketing sales P
. L. bargained i
and-sale  pooling commission receipts
N X . for
basis basis basis
---------------------------------------- Number---«-ccceceeococaanaaon
Farmsupply ............ 14 0 0 0 0 0 14 3
Marketing .............. 60 34 28 2 3 60 9 33
Marketing/farm supply ...... 26 25 1 1 0 26 26 13
Total .......... ..., 100 59 29 3 3 86 49 49
Table 82—Sales and other operating income of the 86 largest farmer marketing and marketing/supply
cooperatives, by principal product marketed, fiscal year 1976'
Sales and other operating income from—
Marketing receipts:
Principal product Cot?pera- Sales of products: | Income from Farm ' Total sales
marketed tives Check-off Service | and other
products on products g ol supply receipts | operatin
On buy- On soid on P X marketing | sales B ,pe .
. . bargained X income
and-sale | pooling | commission receipts
. . . for
basis basis basis
Number ---c-cceemccccananeeeceanan. Million dollars - - <« ==« s eeemoenae e
Diversified . ............. 11 2,589 0 0 0 2,589 3,894 24 6,507
Cotton and cotton products . . 5 263 502 0 0 765 [} 6 771
Dairy products . .......... 22 4,816 562 0 5 5,383 63 33 5,479
Fruits and vegetables ....... 15 10 1,850 2 0 1,860 61 11 1,932
Grain, soybeans and products . 21 7,986 247 2 0 8,233 1,203 117 9,653
Poultry andeggs .......... 3 221 0 0 0 221 48 0 269
Rice .................. 4 0 573 0 0 573 2 4 579
Otherproducts ........... 5 267 555 0 0 822 0 14 836
Total ................ 86 16,152 4,289 ? 5 20,446 5,271 209 25,926

! Intercooperative business has not been eliminated from these figures. Includes 26 cooperatives that were marketing farm products
and also handling farm supplies.
? Less than $500,000.

marketed. Data for all 100 cooperatives based on location of headquarters by farm credit
districts are shown in tables 84 and 85.

Tables 86, 87, and 88 show sales and other operating income for fiscal year 1976
based on IRS section 521 income tax status of the cooperatives. The 36 cooperatives with
section 521 status accounted for about 23 percent of the total dollar sales of all 100 coop-
eratives. None of the 14 farm supply cooperatives were operating under section 521 of the
IRS code in 1976, and only 6 of the 26 classified as combination marketing/farm supply
had section 521 status. Of the 60 classified as marketing, 30 had section 521 status and 30
did not.

There is a definite trend for the large cooperatives to relinquish their section 521
status. Of the 100 largest cooperatives in 1970, 62 had section 521 status and 38 did not.
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Table 83—Number of the 86 largest farmer marketing and marketing/farm supply cooperatives with any sales and other operating
income from specified sources, by principal product marketed, fiscal year 1976'

Number of cooperatives with:

Total Marketing receipts from:
number
Principal product marketed of Sales of products: Income from Check-off Farm Service
cooper- products Any supply A
i on products . receipts
atives On buy- On sold on R marketing sales
R - bargained .
and-sale pooling commission receipts
basis basis basis
---------------------------------------- Number---------ceecceuccacencnanonn
Diversified .............. 11 1 - - 11 11 5
Cotton and cotton products 5 3 2 — 5 - 5
Dairy products . .......... 22 19 4 - 22 9 12
Fruits and vegetables ....... 15 1 15 1 15 1 4
Grain, soybeans, and products . 21 20 1 2 21 10 16
Poultry products .......... 3 3 - - 3 3 -
Rice ... iiiiiiii i 4 - 4 — 4 1 3
Otherproducts . .......... 5 2 3 — 5 - 1
Total ..........00uu. 86 59 29 3 86 35 46
! Includes 26 cooperatives that were marketing farm products and also handling farm supplies.
Table 84—Sales and other operating income of the 100 largest farmer marketing and supply cooperatives,
by farm credit districts, fiscal year 1976
Sales and other operating income from—
Marketing receipts:
Farm credit districts Coc.:pera- Sales of products: | Income from Farm . TPLa] sales
tives Check-off Service | and other
products Total supply . .
on products . receipts | operating
On buy- On sold on . marketing | sales .
. - bargained . income
and sale | pooling | commission for receipts
basis basis basis
Number -------ascemcmemonncaanao Million dollars - - - =~ -~«=cemecceecaccrccronen
Springfield . ............. 5 644 564 0 0 1,208 1,136 2,344
Baltimore .............. 5 353 68 0 1 422 261 684
Columbia .............. 9 847 367 0 0 1,214 503 31 1,748
Louisville .. ............ 9 2,034 0 0 2 2,036 839 7 2,882
New Orleans . ........... 3 104 0 0 0 104 417 9 530
St.Louis ........... ... 13 2,688 462 2 0 3,150 3,216 24 6,390
St.Paul ................ 13 3,167 0 0 2 3,169 1,418 17 4,604
Omaha and Wichita ........ 6 3,214 0 0 0 3,214 245 76 3,535
Houston ............... 7 2,277 154 0 0 2,431 30 34 2,495
Sacramento . . ... ... 23 229 2,616 2 0 2,845 304 10 3,159
Spokane . .............. 7 595 58 0 4] 653 230 10 893
Total ................ 100 16,152 4,289 2 5 20,446 8,599 219 29,264

! Intercooperative business has not been eliminated from these figures.
2 Less than $500,000.
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Table 85—Number of the 100 largest farmer marketing and supply cooperatives with any sales and other operating income

from specified sources, by farm credit districts, fiscal year 1976

Number of cooperatives with:
Total Marketing receipts from:
number

Farm credit districts of Sales of products: Income from Farm .
Check-off Service

cooper- products on Brodiices Any supply R
atives On buy- On sold on Rrox marketing sales receipts

. . bargained .
and-sale } pooling commission receipts
. . . for
basis basis basis

------------------------------------------ Number------ccccccemaronaaaaans

Springfield . ............. 5 2 3 - - 5 1 -

Baltimore .............. 5 5 1 - 1 5 3 2

Columbia .............. 9 5 4 - — 9 4 8

Louisville .............. 9 7 - - 1 7 6 6

NewOrleans ............ 3 2 - - - 2 3 1

St.louis ............... 13 6 2 2 — 8 9 5

St.Paul ................ 13 1 — - 1 1 7 6

Omaha and Wichita ........ 6 5 - - - 5 1 4

Houston ............... 7 6 1 - — 7 3 6

Sacramento . ............ 23 4 17 1 — 20 7 8

Spokane ............ ... 7 6 1 - - 7 5 3

US.total ............. 100 59 29 3 3 86 49 49

Table 86~Sales and other coperating income of the 100 largest farmer marketing and supply cooperatives, by major function
and income tax status, fiscal year 1976

Major function and income tax status Cooperatives Sales and other operating income

Number Percent Million dollars Percent
Farmsupply . ... v vv ittt 14 100.0 3,338 100.0

Section 521 ............. 000 0 (o] 0 0

Nonsection 521 . ............... 14 100.0 3,338 100.0
Marketing ..........covivnuennn 60 100.0 14,941 100.0
Section 521 . . ... ... e 30 50.0 5,268 35.3
Nonsection821 . ............... 30 50.0 9,673 64.7
Marketing/farmsupply . ........... 26 100.0 10,985 100.0
Section 521 .. .........cce.. 6 23.1 1,426 13.0
Nonsection 521 ................ 20 76.9 9,559 87.0
Total . ..... .0t 100 100.0 29,264 100.0
Section 521 .. ........... .00 36 36.0 6,694 22.9
Nonsection 521 . ............. 64 64.0 22,570 771

! Intercooperative business has not been eliminated from these figures.
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Table 87—Sales and other operating income of the 86 largest farmer marketing and marketing/supply cooperatives,
by principal product marketed and income tax status, fiscal year 1976

Principal product and income tax

Cooperatives Sales and' other operating
status income
Number Percent Million dollars Percent
Diversified ... ...t 1 100.0 6,507 100.0
Section 521 . v v v it b i 4 36.4 1,299 20.0
Nonsection 521 . ... .. .o v e v 7 63.6 5,208 80.0
Cotton and cotton products .. ....... 5 100.0 7 100.0
Section 521 . ... it 4 80.0 694 90.0
Nonsection 521 . ... ..o ve v 1 20.0 77 10.0
Dairy products . . ... . eocnveeonoon 22 100.0 5,479 100.0
Section 521 . . ..t 11 50.0 2,160 39.4
Nonsection 521 .. ... ... ..o 11 50.0 3,319 60.6
Fruits and vegetables . ............. 15 100.0 1,932 100.0
Section 521 .. ... .o 7 46.7 1,007 52.1
Nonsection 521 ... ... ..o 8 53.3 925 47.9
Grain, soybeans and products .. ...... 21 100.0 9,563 100.0
Section 521 . . ...t 2 9.5 329 3.4
Nonsection 521 .. ... ... cov e 19 90.5 9,224 96.6
Poultry products .. ... c.ocv e 3 100.0 269 100.0
Section 521 .. v it it 1 33.3 71 26.4
Nonsection 521 ... ... ..o 2 66.7 198 73.6
RICE v o v vttt e e en e e e naeanenn 4 100.0 579 100.0
Section 521 . .. ... e 4 100.0 579 100.0
Nonsection 521 . . .. v v v v v 0 0 ] 0
Other products . ... ..covovoenonsee 5 100.0 836 100.0
Section 521 . .. .. i 3 60.0 555 66.4
Nonsection 521 . ... ...« oo e 2 40.0 281 33.6
Total marketing and marketing/farm
SUPPIY v v 86 100.0 25,926 100.0
Section 521 ... ...t 36 41.9 6,694 25.8
Nonsection 521 . . . v e v e v v v v v 50 58.1 19.232 74.2
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Table 88—Sales and other operating income of the 100 largest farmer marketing and supply cooperatives, by farm credit
districts and income tax status, fiscal year 1976

Farm credit districts and income tax Cooperatives Sales and' other operating
status income
Number Percent Million dollars Percent
Springfield ................. ... 5 100.0 2,344 100.0
Section 521 .. ................ 4 80.0 928 39.6
Nonsection 521 ................ 1 20.0 1,416 60.4
Baltimore ............... ..., 5 100.0 684 100.0
SectionB521 . ................. 3 60.0 283 41.4
Nonsection 521 ................ 2 40.0 401 58.6
Columbia ............... ... 9 100.0 1,748 100.0
Section 521 . ................. 2 22.2 988 56.5
Nonsection 521 ., .. ............ 7 77.8 760 43.5
Louisville ..................... 9 100.0 2,882 100.0
Section521 .. ................ 2 22.2 716 24.8
Nonsection 821 ................ 7 77.8 2,166 75.2
NewOrleans ................... 3 100.0 530 100.0
Section521 . ................. 2 66.7 31 58.7
Nonsection 521 ................ 1 33.3 219 41.3
St.Louis . ...ttt . 13 100.0 6,390 100.0
Section 521 ... ... ............ 2 15.4 463 7.2
Nonsection 521 . ............... 1 84.6 5,927 92.8
St.Paul ........ . ... . i 13 100.0 4,604 100.0
Section 821 .................. 5 38.5 606 13.2
Nonsection 521 ................ 8 61.5 3,998 86.8
Omahaand Wichita ............... 6 100.0 3,635 100.0
Section 621 .................. 0 0 0 0
Nonsection 521 ................ 6 100.0 3,635 100.0
Houston .............cc00ouuu.. 7 100.0 2,495 100.0
Section521 .. ................ 3 429 345 13.8
Nonsection 521 ................ 4 57.1 2,150 86.2
Sacramento . ... ... ee e 23 100.0 3,159 100.0
Section 521 .................. 12 52,2 1,995 63.2
Nonsection 521 ................ 11 47.8 1,164 36.8
Spokane ........... .. ... 7 100.0 893 100.0
Section 521 .. ................ 1 14.3 59 6.6
Nonsection 521 ................ 6 85.7 834 93.4
US.total .................... . 100 100.0 29,264 100.0
Section 521 . ................ 36 36.0 6,694 22.9
Nonsection 521 . ............. 64 64.0 22,570 771

At the time of the 1976 study, several cooperatives indicated that IRS was challenging
their section 521 status and several indicated that they were considering voluntarily giving
it up because of the restrictions it imposes or the technical and economic problems of
compliance. However, some cooperatives are continuing to comply with section 521
restrictions because of potential problems with Securities and Exchange Commission
registration and reporting requirements for cooperatives without section 521 status. Nev-
ertheless, one of the 36 large cooperatives with section 521 status in 1976 announced in
1977 that it had relinquished its status.
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Balance Sheet Data

Combined assets of the 100 largest agricultural marketing and supply cooperatives
exceeded $10 billion at the close of fiscal year 1976. Average assets for the 100 cooper-
atives amounted to $102.6 million.

As indicated earlier, all cooperatives with assets of less than $10 million were
excluded from this group. Only 10 of those included had assets.of less than $20 million.

Size of the 100 cooperatives based on assets at the close of fiscal year 1976 was as
follows:

Number of Size of assets
cooperatives Million dollars
10 200 and over
17 100 - 199.9
23 50- 999
5 40 - 499
12 30- 399
23 20- 299
10 10- 19.9
100

Exactly half the 100 cooperatives had over $50 million in assets. The largest 10
(based on size of assets) had assets of over $200 million. Three of these 10 had assets
exceeding $500 million. And assets of one cooperative exceeded $1 billion at the close of
fiscal year 1976.

The 10 cooperatives with assets of over $200 million had combined assets of $4.7
billion in 1976, or 46 percent of combined assets for all 100 cooperatives. A separate tab-
ulation for the largest 10 was made because of their tremendous significance to the total
financial picture of cooperatives. This was not to get a separate look at the big 10 but to
get a better look at the financial sturcture of the other 90 cooperatives.

The largest 10 cooperatives (based on size of assets) accounted for 31 percent of
combined sales for the 100 cooperatives, 46 percent of assets, 49 percent of equity capital,
and 47 percent of borrowed capital. In other words, 10 percent of the 100 cooperatives
accounted for about one-third of combined sales and almost half of total capital used.

Financial Structure

A comparison of the financial structure of the 100 largest farmer marketing and
supply cooperatives, as shown by combined balance sheet data, is presented in figure 10
for fiscal years ending in 1976, 1970, and 1962. The general trend toward more reliance
on borrowed capital and less on internally generated capital is continuing. Total borrowed
capital exceeded equity capital at the close of fiscal year 1976 for this group of large
cooperatives.

Equity capital financed 52 percent of total capital needs of the cooperatives in 1962,
39 percent in 1970, and 34 percent in 1976. Over this period of about 14 years, equity
capital in the cooperatives dropped from over one-half of total assets to roughly a third.

Borrowed capital took up some of the slack, going up from 29 percent in 1962 to
39 percent in 1970 and on to 40 percent in 1976. Other liabilities (accounts payable,
proceeds payable, and deferred and accrued items) also went up—from 19 percent, to 22
percent, and to 26 percent of total assets.
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Figure 10

100 Largest Farmer Marketing and Supply Cooperatives
Financial Structure

'Borrowed
capital
T 38 40.3
52.4
Equity
capital
39.1 34.0
1962 1970 1976
Average assets Average assets Average assets
$24.4 million $43.3 million $102.6 million
Figures in bars are percent of total assets at ciose of fiscal years.
USDA Neg. ESCS 184-80 (2

Assets of the 100 largest cooperatives increased by 137 percent—from $4,32¢
million to $10,260 million—between 1970 and 1976. This amounted to an average annua
increase of almost 23 percent for the 6-year period. Inflation as well as increased asse’
requirements for growth accounted for this rapid expansion.

The growth figures for the 100 largest cooperatives compare with an increase i
assets of 77 percent between 1962 and 1970—from $24.4 million to $43.3 million—for ar
average annual increase of 10 percent over the 8-year period.

While combined assets of the 100 largest cooperatives showed an increase of 137
percent between 1970 and 1976, borrowed capital increased by 146 percent and equity
capital by 106 percent. Average annual increases for the 6-year period (1970-1976) com-
pared with comparable increases for the 8-year period (1962-1970) were as follows:

Average annual increase

Balance sheet item 1970-1976 1962-1970
Percent
Assets 23 10
Equity capital 18 4
Borrowed capital 24 18

These figures show that the shift to debt capital by the cooperatives to finance their
growth was not nearly as pronounced between 1970 and 1976 as it was between 1962 and
1970.



A comparison of balance sheet data for the 100 largest cooperatives at the close of
fiscal years 1976, 1970, and 1962 is shown by major function of the cooperatives in
table 89. Comparable data are shown in table 90 for only those cooperatives engaged in
marketing by principal products marketed. Table 91 provides the same balance sheet
information with the cooperatives classified by location of headquarters in the 12 farm
credit districts.

Capital structure percentages for the 100 largest cooperatives varied when the coop-
eratives were grouped by major function (table 89). Equity capital as a percentage of total
assets was higher than borrowed capital for the farm supply group. Borrowed capital was
greater than equity capital for the primarily marketing and the combination
marketing/farm supply groups.

Equity capital accounted for 43 percent of total assets, borrowed capital 36 percent,
and other liabilities 21 percent for the 14 farm supply cooperatives.

For the 60 marketing cooperatives, equity capital was only 30 perceslt of total
assets, with borrowed capital 41 percent and other liabilities 29 percent.

A comparison of cooperatives in the marketing group by principal products
marketed (table 90) showed that equity capital was only 22 percent of total assets for the
fruit and vegetable cooperatives, 31 percent for the dairy cooperatives, and 36 percent for
grain cooperatives. Borrowed capital was 54 percent of total assets for cooperatives
marketing fruits and vegetables, 39 percent for those marketing grain, and 28 percent for
those marketing milk and dairy products.

Table 89—Selected balance sheet data for the 100 largest farmer marketing and supply cooperatives, by major function,
at close of fiscal years 1976, 1970, and 1962!

Percentage of total assets represented by—
Major function and year Cooperatives Total
I Y P assets Equity Borrowed Other
capital capital liabilities
Million
Number doffars + W TTiTToTTTerecT Percent-------------~
Farm supply:
1976 . ... i 14 2,303 43.3 35.6 211
1970 .. i 16 781 48.3 31.56 20.2
1962 .. ii i 156 374 65.6 19.3 15.1
Marketing:
1976 ... .. i 60 3,724 30.0 40.7 29.3
1970 oot i e 62 1,835 35.6 36.9 27.5
1962 . ...t 61 1,018 45.1 29.4 25.5
Marketing/farm supply
1976 . ..o i 26 4,233 32.6 42.5 24.9
1970 . ... i 22 1,710 38.7 44.4 16.9
1962 . ... it 21 974 54.9 314 13.7
Total
1976 ... it it i . 100 10,260 34.0 40.3 25.7
1970 ... e 100 4,326 39.1 38.9 22.0
1962 . ... s 97 2,366 52.4 28.6 19.0

! These are gross figures; intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity date
are included with borrowed capital.
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Table 90—Selected balance sheet data for the largest farmer marketing and marketing/farm supply cooperatives,
products marketed, at close of fiscal years 1976, 1970, and 1962

by principal

Percentage of total assets represented by —
Principal product and year Cooperatives Bl \
assets Equity Borrowed Other
capital capital liabilities
Number Mittion ... Percent - - - -« -cnnoo...
dollars
Diversified:
1976 ... ... . o ..., 11 2,881 30.7 44.8 245
1970 . ... .. .. 14 1,412 37.2 46.4 16.4
1962 ......... .. ... .. 14 745 54.4 31.9 13.7
Cotton and cotton products:
1976 ... ... .. ... ... 5 256 17.9 61.3 20.8
1970 ... ... 6 106 41.6 22.8 35.6
1962 ................ 6 80 40.5 31.1 28.4
Dairy products:
1976 ................ 22 1,069 31.1 28.1 40.8
1970 .. ... .. 19 607 36.1 26.6 38.3
1962 ................ 19 318 46.0 22.8 31.2
Fruits and vegetables:
1976 ......... .. ..... 15 1,037 223 563.7 24.0
1970 ... ... ..o 18 593 27.8 653.8 18.4
1962 ........... .. ... 16 292 35.1 39.2 25.7
Grain, soybeans, and products
1976 ................ 21 1,976 36.4 38.9 24.7
1970 ... ... ..., 14 548 42.2 39.7 18.1
1962 ... ... .. ... ..., 14 347 54.0 33.8 12,2
Poultry products
1976 ... ... ..., 3 49 43.6 38.4 18.0
1970 .. ... .. ... ... 3 33 34.4 48.0 17.6
1962 ................ 3 34 69.4 17.0 13.6
Rice
1976 ....... . ... ... .. 4 168 33.6 39.3 27.1
1970 .. ..., 4 77 41.2 29.3 29.5
1962 ................ 4 38 50.2 18.9 30.9
Other products:?
1976 ... ... ... . ... ... 5 631 38.9 30.5 30.6
1970 ... ... ..., 6 169 55.0 11.8 33.2
1962 ................ 6 138 56.4 18.2 25.4
Total
1976 .. ... .. ..., .. 86 7,957 31.4 41.7 26.9
1970 . ............ .. 84 3,545 37.1 40.5 224
1962 ............... 82 1,992 49,9 30.4 19.7

! These are gross figures; intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity dat
are included with borrowed capital.

For 1976, “other products” includes 3 cooperatives handling sugar and 2 handling nuts. For 1970 and 1962, 2 cooperative
handling sugar, 2 handling nuts, and 2 handling livestock are included.
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Table 91—Selected balance sheet data for the 100 largest farmer marketing and supply cooperatives,
by farm credit districts, at close of fiscal years 1976, 1970, and 1962'

Percentage of total assets represented by—
Farm credit district and year Cooperatives ;::2 Equity Borrowed Other
capital capital liabilities
Million
Number doflars T Percent ------=---<----*
Springfield:
1876 .. .o 5 840 24.1 40.3 35.6
1970 .. i 8 476 25.8 51.0 23.2
1962 .. it i i 7 275 45.2 33.7 211
Baltimore:
1976 ..o it i 5 254 42.0 33.7 24.3
1970 .. ..o i 7 189 45.5 36.7 17.8
1962 . ittt 7 120 61.9 26.9 11.2
Columbia:
1976 . 0o v v e 9 713 35.9 42.4 21.7
1970 & 0ot et e e 10 329 440 38.2 17.8
1962 .o v it it e 9 160 44.3 33.0 22.7
Louisville:
1976 . o v i 9 729 38.1 32.3 29.6
1970 .« 0 it it 9 336 35.9 43.5 20.6
1962 ... ] 170 57.9 28.6 13.6
New Orleans:
1976 ..ot 3 477 35.9 41.8 22.3
1970 . 0ot i i 4 178 41.4 43.8 14.8
1962 .0 v i i it 4 70 59.4 21.5 19.1
St. Louis:
1976 ..o v i it i 13 2,880 31.8 46.0 22.2
1970 .. v it it 1 841 37.7 40.6 21.7
1962 .o i i 11 427 45.3 35.6 18.1
St. Paul
1976 .o o i it e 13 1,647 43.0 31.3 25.7
1970 .. e 12 602 52.9 23.8 23.3
1962 o v it 12 379 60.0 24.6 15.4
Omaha and Wichita
1976 . vt it 6 620 40.2 35.2 24.6
1970 ..o i e s 5 255 46.5 34.3 19.2
1962 .. v i it et 5 137 721 16.2 11.7
Houston:
1976 .. v i it e 7 375 33.7 37.3 29.0
1970 .0 6 226 34.0 35.0 31.0
1962 .0 i i it 6 116 45,1 23.0 31.9
Sacramento:
1976 .0 v i i e 23 1,460 28.2 45.4 26.4
1970 ... v it i 22 704 38.4 37.3 24.3
1962 . ... e 21 421 50.3 26.0 23.7
Spokane:
1976 & i it 7 265 25.1 43.1 31.8
1970 . oo 6 180 22.1 55.9 22.0
1962 ... e 6 101 50.2 34.0 15.8
Total
1976 . .0 v i i 100 10,260 34.0 40.3 25.7
1970 . .. it i 100 4,326 39.1 38.9 22.0
1962 . ... i 97 2,366 52.4 28.6 19.0

' These are gross figures, intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity da
are included with borrowed capital.
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Table 92—Condensed balance sheet data for the 100 largest farmer marketing and supply cooperatives, by major function

and income tax status of the cooperatives, at close of fiscal year 1976’

Percentage of total assets represented by—
Major functions and income tax Coopera- Total
status tives assets Current Fixed Other Current Term Equity
assets assets assets liabilities liabilities capital
Number Miltion .. Percent --«---ccceeeenaanan.
dollars
Farmsupply .............. 14 2,303 40.6 44.4 156.0 26.2 30.5 43.3
Section521 ............. 0 ] 0 0 0 0 0 0
Nonsection 521 .......... 14 2,303 40.6 44.4 15.0 26.2 30.5 43.3
Marketing ............... 60 3,724 62.7 29.9 7.4 51.5 18.5 30.0
Section521 . ............ 30 1,671 66.3 27.9 5.8 656.7 174 26.9
Nonsection 521 .......... 30 2,053 59.6 31.6 8.8 48.0 19.5 325
Marketing/supply .......... 26 4,233 57.5 30.8 11.7 39.9 27.5 32.6
Section 521 ............. 6 544 60.8 26.0 13.2 37.5 23.1 39.4
Nonsection 521 . ......... 20 3,689 57.0 31.5 11.56 40.2 28.2 31.6
Total ................. 100 10,260 55.6 33.5 10.9 41.0 25.0 34.0
Section 521 ............ 36 2,215 65.0 274 7.6 51.2 18.8 30.0
Nonsection 521 . ........ 64 8,045 53.0 356.2 11.8 38.2 26.6 36.2

' These are

gross figures; intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity da

are included with liabilities.
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Condensed Balance Sheet Information

Condensed balance sheet data for the 100 largest farmer marketing and supp
cooperatives for their fiscal years ending in 1976 are shown in figure 11. Combined asse
for the 100 cooperatives amounted to $10,260 million. This is a gross figure. There
some duplication included because several of the cooperatives are interregionals, own
by other large federated or centralized cooperatives included in the 100 largest (such
CF Industries).

Of the $10,260 million gross assets of the 100 cooperatives, current assets of $5,7
million accounted for nearly 56 percent, fixed assets (reported at cost less depreciation)
$3,438 million accounted for 33 percent, and investments and other miscellaneous capit
of $1,120 million accounted for the other 11 percent.

Combined net worth or equity capital of the 100 cooperatives at the close of fisc
year 1976 was $3,492 million. This represented 34 percent of total assets of the coope
atives. Current liabilities totaled $4,209 million or 41 percent of total assets; term liabi
ties of $2,559 million accounted for the remaining 25 percent of total assets.

Tables 92, 93, and 94 show condensed balance sheet data for the 100 largest farm
marketing and supply cooperatives at the close of fiscal year 1976 by major function, 1
principal product marketed, and by location of headquarters by farm credit district
respectively.

The 14 primarily farm supply cooperatives had combined assets of $2,303 million
the close of the fiscal year. Current assets accounted for almost 41 percent of the tot
assets. Fixed assets accounted for 44 percent, and investments and other miscellaneo
capital accounted for the other 15 percent.

Combined net worth or equity capital of the 14 farm supply cooperatives at t!
close of the fiscal year represented 43 percent of total assets of the cooperatives. Curre
liabilities accounted for 26 percent and term liabilities aimost 31 percent.



Figure 11

Condensed Balance Sheet Data for the 100 Largest Farmer Cooperatives

Total gross assets $10,260 million

Other assets
Equity capital
Fixed assets 33.5
|25.0 Term liabilities
Current assets 55.6
41.0 Current liabilities
Data are for the close of fiscal year 1976. % of total assets
USDA Neg. ESCS 185-80 (2)

Some farm supply cooperatives included in the 100 largest group were involved in
manufacturing as well as distribution of farm supplies, whereas smaller farm supply coop-
eratives were engaged primarily in distribution. Naturally, large cooperatives with
manufacturing facilities would have more of their capital invested in fixed assets and
more term debt to finance these manufacturing facilities.

The 60 primarily marketing cooperatives had combined assets of $3,724 million at
the close of the fiscal year. Member capital accounted for 30 percent of this total, current
liabilities for over 51 percent, and term liabilities for almost 19 percent.

Fixed assets of the 60 marketing cooperatives amounted to 30 percent of their total
assets and current assets amounted to almost 63 percent. Investments in other cooper-
atives and miscellaneous assets accounted for the other 7 percent of total assets.

The marketing group had the highest percentage of current assets and current lia-
bilities and the lowest percentage of term debt and equity capital of the 100 largest coop-
eratives. Current assets included inventories and accounts receivable and the current lia-
bilities included accounts payable, containing sizeable amounts due producers in payment
for products to be marketed in many cases.

The 26 cooperatives engaged in both marketing and farm supply activities had total
assets of $4,233 million. This group consisted of large highly diversified cooperatives.
Their current assets accounted for 57 percent of the total assets, fixed assets for 31
percent, and investments and other miscellaneous assets for 12 percent.

Member capital of the 26 large marketing/farm supply cooperatives amounted to
almost 33 percent of total assets. Current liabilities were 40 percent and term liabilities
over 27 percent.
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Condensed balance sheet data for the 100 largest farmer marketing and supp
cooperatives for fiscal year 1976 are shown in tables 92, 93, and 94 by Federal income ta
status of the cooperatives, as well as by major function, principal product marketed, an
location in farm credit districts.

Thirty-six of the 100 cooperatives were operating under section 521 of the Intern:
Revenue Code and 64 were not. Combined assets of the 36 cooperatives with section 52
status amounted to $2.2 billion. The remaining 64 cooperatives had $8 billion of asset:
The section 521 cooperatives had a higher percentage of their total assets represented b
current assets and a smaller percentage in fixed and other assets than the group of coog
eratives without section 521 status. Looking at the other side of the balance sheet, the sec
tion 521 group had a much larger percentage of total assets represented by current liabil

Table 93—Condensed balance sheet data for the 86 largest farmer marketing and marketing/supply cooperatives, by principal
product marketed and income tax status of the cooperatives at close of fiscal year 1976’

Percentage of total assets represented by—
Principal product and income Coopera- Total
income tax status tives assets Current Fixed Other Current Term Equity
assets assets assets liabilities liabilities capital
Number Milliong 0. . ... 1 i s S, Percent -------n-emamei .
dollars
Diversified ............... 1 2,881 55.9 33.2 10.9 36.4 32.9 30.7
Section 521 ............. 4 499 60.7 25.2 14.1 37.4 23.9 38.7
Nonsection 521 .......... 7 2,382 54.9 34.8 10.3 36.2 34.7 29.1
Cotton and products . ....... 5 256 75.2 15.8 9.0 76.1 6.0 17.9
Section521 ............. 4 227 80.5 11.4 8.1 75.7 4,7 19.6
Nonsection 521 .. ........ 1 29 32.7 50.8 165 . 79.2 16.1 4.7
Dairy products . ........... 22 1,069 60.7 30.2 9.1 47.5 21.4 31.1
Section 521 ............. 11 468 61.1 31.4 7.5 54.8 221 23.1
Nonsection 521 . ......... 11 601 60.5 29.3 10.2 41.9 20.9 37.2
Fruits and vegetables ........ 15 1,037 64.8 29.9 5.3 54.7 23.0 22.3
Section521 .., ........... 7 489 61.0 33.1 5.9 49.3 271 23.6
Nonsection 521 . ......... 8 548 68.2 27.1 4.7 59.5 19.3 21.2
Grain, soybeans, and products . . 21 1,976 62.6 24.0 13.4 49.7 13.9 36.4
Section521 ............. 2 114 67.3 28.0 4.7 48.2 13.6 38.2
Nonsection 521 . ......... 19 1,862 62.3 23.8 13.9 49.8 13.9 36.3
Poultry and products ........ 3 49 73.5 19.8 6.7 46.4 10.0 43.6
Section521 . ............ 1 17 69.2 24,7 6.1 15.1 8.4 76.5
Nonsection 521 .......... 2 32 75.7 17.2 7.1 63.0 10.8 26.2
Rice ................... 4 158 58.6 36.9 4.5 50.3 16.1 33.6
Section521 ............. 4 168 58.6 36.9 4.5 50.3 16.1 33.6
Nonsection 521 . ......... 0 0 0 0 0 0 0 0
Other products® .. ......... 5 531 52.2 459 1.9 38.1 23.0 38.9
Section521 .. ........... 3 243 77.4 21.5 1.1 58.2 3.5 38.3
Nonsection 521 e 2 288 30.9 66.5 2.6 211 39.4 39.5
Total ................. 86 7,957 59.9 30.3 9.8 45.3 23.3 31.4
Section521 ............ 36 2,215 65.0 27.4 7.6 51.2 18.8 30.0
Nonsection 521 . ........ 50 5,742 58.0 31.5 10.5 43.0 25.1 31.9

! These are gross figures; intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity
date are included with liabilities,

? Includes 3 cooperatives handling sugar products and 2 handling nuts.
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Table 94—Condensed balance sheet data for the 100 largest farmer marketing and supply cooperatives, by farm credit districts
and income tax status of the cooperatives, at close of fiscal year 1976!

Percentage of total assets represented by—
Farm credit district and Coopera- Total

income tax status tives assets Current Fixed Other Current Term Equity

assets assets assets liabilities liabilities capital

Number Mitlion e, Percent - ~----cc-ccemmcrcacnnan.

dollars
Springfield . .............. 5 840 64.8 27.7 7.5 39.5 36.4 241
Section 521 ............. 4 308 59.1 33.4 7.5 49.5 43.0 7.5
Nonsection 521 . ......... 1 5632 68.1 24,5 74 33.7 32.6 33.7
Baltimore ...........o0u.n 5 254 52.5 28.0 19.5 28.0 30.0 42.0
Section 521 . ............ 3 69 50.5 425 7.0 371 29.6 33.3
Nonsection 621 .......... 2 185 53.3 22,5 24,2 24.6 30.1 453
Columbia ........couvvenns 9 713 58.4 32.8 8.8 42.0 221 35.9
Section 521 . ............ 2 366 60.9 285 10.6 35.6 229 41.5
Nonsection 521 . ......... 7 347 55.7 37.3 7.0 48.8 21.2 30.0
Louisville . ............ ... 9 729 64.3 23.7 12.0 49.2 12.7 38.1
Section 521 . ............ 2 153 59.4 36.3 4.3 49.8 8.2 42,0
Nonsection 521 .. ........ 7 576 65.6 20.3 14.1 49.1 13.9 37.0
NewOrleans .............. 3 477 40.4 51.2 8.4 28.3 35.8 35.9
Section521 . ............ 2 133 60.3 16.8 23.9 426 26.5 30.9
Nonsection 521 . ......... 1 344 32.7 64.8 2.5 22.8 39.4 37.8
St.Louis . ... 13 2,880 43.8 43.2 13.0 31.1 37.1 31.8
Section521 . ............ 2 156 69.9 25.6 4.5 56.6 15.0 28.4
Nonsection 521 . ......... 11 2,724 42.3 44.2 13.5 29.6 38.3 32.1
St.Paul ........... ... 13 1,647 56.5 29.5 14.0 41.2 15.8 43.0
Section 521 ............. 5 122 60.1 26.3 13.6 45.7 17.3 37.0
Nonsection 521 .......... 8 1,525 56.2 29.7 14.1 40.9 15.7 43.4
Omaha and Wichita ......... 6 620 64.4 25.8 9.8 51.7 8.1 40.2
Section 521 .. ........... 0 0 0 0 0 0 0 0

Nonsection 521 . ......... 6 620 64.4 25.8 9.8 51.7 8.1 40.2
Houston . ........cvvvenn 7 375 57.9 28.4 13.7 47.6 18.7 33.7
Section 521 .. ........... 3 78 45.6 35.4 19.0 32.7 241 43.2
Nonsection 521 . ......... 4 297 61.1 26.6 12.3 51.5 17.3 31.2
Sacramento ... ... e n .. 23 1,460 66.8 29.1 4.1 55.7 16.1 28.2
Section 521 .. ........... 12 782 739 233 2.8 63.3 8.0 28.7
Nonsection 521 .. ........ 1A 678 58.5 35.8 5.7 471 25.3 27.6
Spokane ... ... 7 265 61.7 23.8 14.5 47.6 27.3 25.1
Section 521 .. ........... 1 48 66.9 25.2 7.9 61.5 12.0 26.5
Nonsection 521 . ......... 6 217 60.5 23.5 16.0 445 30.6 249
US.total .............. 100 10,260 55.6 33.5 10.9 41.0 25.0 34.0
Section 521 . ........... 36 2,215 65.0 27.4 7.6 51.2 18.8 30.0
Nonsection 521 ......... 64 8,045 53.0 35.2 11.8 38.2 26.6 35.2

! These are gross figures, intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity
date are included with liabihties.
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ties (51 percent compared to 38 percent) and a smaller percentage represented by term
liabilities (less than 19 percent compared with almost 27 percent). Equity capital of the
nonsection 521 cooperatives was higher than for those operating under section 521

(35 percent compared with 30 percent).

Financial Ratios

The following tabulation shows the 1976 current ratio—current assets to current
liabilities—for the 100 largest cooperatives, by major function:

Major function

Farm supply
Marketing

Marketing/farm supply

All 100 cooperatives

Current ratio

1.6to 1
1.2to 1
1.4 to 1
14to1

The debt-equity ratio for the 100 cooperatives was as follows:

Major function

Farm supply
Marketing

Marketing/farm supply

All 100 cooperatives

Debt-equity ratio
1.3to 1
23to 1
2.1to 1
1.9to 1

For the debt-equity ratio, debt includes all current and long-term obligations of the
cooperatives—accounts payable as well as mortgages payable.

Impact of Data for 100 Largest Cooperatives

When balance sheet data for the 100 largest cooperatives were excluded from the
balance sheet figures for all cooperatives (as shown in section 1), the financial structure of
the remaining cooperatives was as shown in table 95.

Equity capital for 5,695 cooperatives at the close of fiscal year 1976—all active
cooperatives except the largest 100—accounted for 51 percent of total assets of the coop-
eratives. This compares with 34 percent for the 100 largest cooperatives. Borrowed capital
for the 5,695 cooperatives amounted to 24 percent of total assets, much less than the 40
percent figure for the 100 largest group.

Table 95—Selected balance sheet data for the 100 largest farmer marketing and supply cooperatives compared with all active
cooperatives, at close of fiscal years 1976 and 1970

Percentage of total assets represented by—
Cooperatives and year Total assets Equity Borrowed Other
capital capital liabilities
Million dollars ~ ---.. ... Percent - ---------....
1976:
Largest100 ................... 10,260 34.0 40.3 25.7
Other5695 ................... 8,294 51.1 24.3 24,6
AllS795 .......... ... ...... 18,654 41.7 33.1 25.2
1970:
Largest100 . .................. 4,326 39.1 38.9 22.0
Other7,189 ................... 4,161 54.4 26.1 19.5
All7,289 . .................. 8,477 46.6 32.6 20.8

! These are gross figures; intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity
date are included with borrowed capital.
¢
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Table 96—Condensed balance sheet data for the 100 largest farmer marketing and supply cooperatives compared
with all 5,795 cooperatives, at close of fiscal year 1976'

Percentage of total assets represented by—
Cooperatives Tota]
P assets Current Fixed Other Current Term Equity
assets assets assets liabilities liabilities capital
Million Percent . .

dollars bl R

Largest 100 ............. 10,260 55.6 33.5 10.9 41.0 25.0 34.0
Other5695 ............. 8,294 51.9 30.7 17.4 36.7 12.2 51.1
All5,795 ............. 18,554 53.9 32.2 13.9 39.0 19.3 a1.7

! These are gross figures; intercooperative investments have not been eliminated. All certificates fixed as to amount and maturity date
are included with liabilities.

Between 1970 and 1976 smaller farmer cooperatives (all cooperatives except the 100
largest) as a total group actually experienced a small decline in the proportion of their
total capital requirements financed by creditors (table 95).

Table 96 shows condensed balance sheet data for the largest 100 cooperatives at the
close of fiscal year 1976, compared with that of the remaining 5,695 active cooperatives.

Term liabilities of the other 5,695 cooperatives amounted to only 12 percent of
total assets compared with 25 percent for the 100 largest cooperatives, and equity capital
was 51 percent compared with 34 percent for the large cooperatives.

Equity Capital

Combined equity capital of the 100 largest farmer marketing and supply cooper-
atives outstanding at the close of fiscal year 1976 amounted to $3.5 billion, an average of
$35 million. This compares with an average equity capital of $17 million in 1970 and $13
million in 1962. These are all gross figures; some of the cooperatives had intercooperative
investments that have not been eliminated.

Types and amounts of equity capital as a percentage of total equity outstanding at
the close of fiscal years 1976, 1970 and 1962 are shown in tables 97, 98, and 99. There
were no major changes in types of equity capital used in 1976 compared with 1962 for the
100 cooperatives as a total group.

Some trends were apparent when the 100 cooperatives were classified by major
function (table 97), by principal product marketed (table 98) and by location of headquar-
ters by farm credit district (table 99). However, in some cases, the changes between survey
years resulted from changes in individual cooperatives included in the 100 largest group
each year. The same cooperatives were used in 1962 and 1970, but not all cooperatives
were the same for 1976. If a large stock cooperative handling a certain product or located
in a certain farm credit district was included for 1962 and 1970 and a nonstock cooper-
ative was included instead in 1976, for example, the figures would indicate that the coop-
eratives in that group were issuing less stock or switching to other types of equity capital.
This was not necessarily the case when the individual cooperatives included in a specific
classification changed.

Table 100 shows types and amounts of equity capital of the 100 largest farmer
marketing and supply cooperatives outstanding at the close of fiscal year 1976. Of the
$3,492 million combined equity capital of the 100 cooperatives at the close of the fiscal
year, nearly 21 percent was represented by common stock and another 24 percent by
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Table 97—-Types of equity capital used by the 100 largest farmer marketing and supply cooperatives,
by major function, at close of fiscal years 1976, 1970, and 1962

Percentage of total equity capital represented by—
. i i Tot.al Allocated capital
Major function and year Cooperatives equ'lty Unallocated
capital Common and Equity certificates reserves
preferred stock and credits
Million
........................ P e
Number dollars ercent
Farm supply:
1976 . ... ... 14 996 75.5 11.7 12.8
1870 ... .. .. e 16 378 74.1 156.2 10.7
1962 .. ... ... ... 15 245 83.0 8.8 8.2
Marketing:
1876 .. ... ... 60 1,117 28.4 69.0 2.6
1970 ... e 62 653 25.7 67.2 7.1
1962 ........ .. ..., 61 460 29.8 59.4 10.8
Marketing/farm supply
1976 ........ ... ... ... 26 1,379 35.7 42.3 22,0
1970 . ... e 22 661 38.0 43.7 18.3
1962 . ... ... i 21 534 42.5 45.5 12.0
Total:
1976 .. ... . i 100 3,492 44.7 42.1 13.2
1970 ... ... o ... 100 1,692 41.3 46.4 12.3
1962 ......... .. ... .. 97 1,239 45.8 43.4 10.8
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preferred stock. Certificates of equity and capital credits accounted for 42 percent and
unallocated reserves for 13 percent.

As indicated in section I, common stock issued by one cooperative and preferred
issued by another frequently differ in name only. Both result from patronage refunds and
per unit capital retains as well as through purchase. Likewise, both the common and the
preferred stock may be handled on a revolving basis just as any other type of equity
credit, and cannot be considered as permanent capital under such circumstances.

The 42 percent issued as equity certificates and credits is likewise, for all practical
purposes, the same as credits issued as capital stock.

Less than one-half of 1 percent of equity capital was issued by the cooperatives as
membership certificates and less than | percent was issued as nonqualified equity credits.

The 13 percent of total equity shown as unallocated reserves in table 100 includes
unallocated losses of 13 of the 100 cooperatives.

A more detailed discussion of definitions and characteristics of equity capital is
included in the equity capital chapter of section I and the appendix of this report.

Types of equity capital for the largest 10 cooperatives (based on size of assets), fo
the other 90 of the 100 largest, and for all the 100 largest, compared with all 5,795 activi
cooperatives in 1976 and the 5,695 (all except the 100 largest), are shown in table 101.

These figures show that the largest 10 cooperatives accounted for almost half the
total equity capital outstanding in the 100 largest group at the close of fiscal year 1976,
The largest 10 had issued more stock, while the other 90 had issued more nonstock equity

certificates. The largest 10 also had almost twice as much in unallocated reserves as the
other 90.



_ Table 98— Types of equity capital used by the largest farmer marketing and marketing/supply cooperatives,
by principal product marketed, at close of fiscal years 1976, 1970, and 1962

Percentage of total equity capital represented by—
Total All d ital
Principal product and year Cooperatives equity ocated capita
capital Unallocated
Common and Equity certificates reserves
preferred stock and credits
Million
Number dollars T TTTTTTTTTeeee Percent - ---«-ceo-acaaanann
Diversified:
1976 ... i 11 886 38.3 38.3 23.4
1970 ... .t 14 525 36.9 41.3 21.8
1962 ... e 14 405 429 41.8 15.3
Cotton and cotton products:
1976 . ... ... e 5 46 ! 133.2 (33.2)
1970 . ... . i 6 44 22.7 76.2 1.1
1962 ... ... i 6 32 29.6 68.6 1.8
Dairy products:
1976 ... i i e 22 332 10.9 91.4 {2.3)
1970 ... .. e 19 213 18.6 79.3 2.1
1962 ... ... i 19 146 24.6 69.5 5.9
Fruits and vegetables:
1976 ... ... i e 15 231 12.7 90.6 (3.3)
1970 . ... i 18 165 14.3 85.2 .5
1962 ... ... i 16 102 9.9 86.7 3.4
Grain, soybeans, and products
1976 ... .. i 21 719 44.7 35.6 19.7
1970 ... ... i 14 231 49.7 40.0 10.3
1962 . ... .. oo i, 14 187 57.2 29.8 13.0
Poultry products:
1976 . ... . i i 3 22 2.0 95.6 2.4
1970 ... ... i 3 1 5.4 94.2 4
1962 ... .. it 3 24 2.7 97.3 b
Rice:
1976 . ... i 4 53 63.2 36.7 A
1970 ... i 4 32 53.6 46.2 .2
1962 .. ..t 4 19 57.5 42.5 !
Other products:?
1976 ... ... . i e 5 207 23.3 70.2 6.5
1970 ... ... i 6 93 20.8 53.8 25.4
1962 . ... .. . i 6 78 19.6 60.6 19.8
Total:
1976 ... i 86 2,496 324 54.2 13.4
1970 .. ... i 84 1,314 31.9 55.4 12.7
1962 ...... . i 82 993 36.6 51.9 11.5

! Less than 0.05 percent.
2Eor 1976 ‘“‘other products’ includes 3 cooperatives handling sugar and 2 handling nuts. For 1970 and 1962, 2 cooperatives handi
sugar, 2 handling nuts, and 2 handling livestock are included.

12;



Table 99—Types of equity capital used by the 100 largest farmer marketing and supply cooperatives, by farm credit districts,
at close of fiscal years 1976, 1970 and 1962

Percentage of total equity capital represented by—
Total .
Farm credit district and year Cooperatives equ.ity Allocated capital Unallocated
capital Common and Equity certificates reserve
preferred stock and credits
Number Millions & aeiieee.. Percent--------c-cocceean-n.
dollars
Springfield:
1976 ... ... .. i 5 202 29.7 6.4 63.9
1970 .. ... . e 8 123 34.9 7.9 57.2
1962 ... ..o i, 7 124 37.9 35.56 26.6
Baltimore:
1976 ... .. e 5 107 35.8 45.8 18.4
1970 .. ... i i 7 86 49.8 35.6 14.6
1962 ... ... ... i, 7 74 58.8 27.8 13.4
Columbia:
1976 ... ... . o e 9 256 8.6 81.6 9.8
1970 . ... .. ... 10 144 156.2 79.4 5.4
1962 ... .. ... . i, 9 66 22.6 73.3 4.1
Louisville:
1976 .. .o i e 9 278 43.7 40.9 15.4
1870 .. ..ot 9 120 66.9 28.5 4.6
1962 ... . i i, 9 98 77.3 19.6 3.1
New Orleans:
1976 . ...... ... .. ... 3 171 67.1 26.9 6.0
1970 ... e 4 74 83.0 17.3 {.3)
1962 . ... ... i 4 42 77.7 20.0 2.3
St. Louis:
1976 ... ... ... e 13 917 67.2 18.0 14.8
1970 ... ... i 11 317 524 31.8 15.8
1962 ... ... .. 11 194 56.8 32.7 10.5
St. Paul
1976 ... ... i 13 707 421 51.9 6.0
1970 ... . e 12 319 38.8 59.3 1.9
1962 . ... ... .. ... 12 227 425 54.3 3.2
Omaha and Wichita
1976 ... ... e 6 250 73.1 6.7 20.2
1970 .. ... e 5 119 71.1 9.1 19.8
1962 ... i 5 99 73.2 4.0 228
Houston:
1976 ... ... . . 7 126 28.6 81.6 (10.2)
1970 ... ... e 6 77 149 84.8 3
1962 ... ... i 6 52 46.2 49.0 4.8
Sacramento:
1976 ... ... .. 23 411 121 84.7 3.2
1970 . ... i e 22 271 15.6 70.2 14.2
1962 . ... .. ... .. 21 212 15.3 70.6 14.1
Spokane:
1976 ... ... 7 67 32.0 60.5 7.5
1970 .. ... .. ... ... 6 42 51.2 65.1 {16.3)
1962 ... ... ... ... 6 51 34.9 60.9 4.2
Total
1876 ... ... e 100 3,492 44.7 42.1 13.2
1970 ... .. i 100 1,692 41.3 46.4 12.3
1962 ...... ... . 97 1,239 45.8 43.4 10.8




Table 100—Types and amounts of outstanding equity capital of the 100 largest farmer marketing and supply cooperatives,
by major function and income tax status, at the close of fiscal year 1976

Percentage of total equity capital represented by—
. . . Total e .
Major function and income Coopera- . ) Certificates of equity
N equity Membership ) N
tax status tives I Common | Preferred i and capital credits Unallocat
captial certificates
stock stock {nonstock) reserves
o Qualified | Nonqualified
Million
Number dollars ~TTTTTTTTTTTTenemm oo Percent-----+-----cvracmmaoaann-
Farmsupply .............. 14 996 224 53.1 0 11.56 0.2 12.8
Section521 ............. )] 0 4] (V] 0 0 0 0
Nonsection 521 .......... 14 996 224 53.1 0 11.6 .2 12.8
Marketing . ..........c00.. 60 1,117 15.1 13.3 7 66.4 1.9 2.6
Section 521 . ............ 30 450 10.6 10.7 ! 80.1 A {1.5)
Nonsection 521 .......... 30 667 18.0 15.1 1.2 57.2 3.0 5.5
Marketing/supply ........... 26 1,379 24.1 116 ! 42.1 .2 22.0
Section521 ............. 6 214 2.0 5.0 0 88.1 0 49
Nonsection 521 .......... 20 1,165 28.2 12.8 ! 33.7 .2 25.1
Total .......c0oiinn 100 3,492 20.7 240 2 41.2 7 13.2
Section 521 ............ 36 664 7.8 8.8 ! 82.7 A 6
Nonsection 521 ......... 64 2,828 23.7 27.5 3 31.4 9 16.2

! Less than 0.05 percent.

Table 101—Types of equity capital used by farmer marketing and supply cooperatives, by asset size of cooperatives,
at close of fiscal year 1976'

Percentage of total equity capital represented by—

Cooperatives by size of assets TOti:I Allocated capital
and number equ.tyl Unallocated
capita Common and Equity certificates reserves
preferred stock and credits
Million
dollars T TTTTTTTrtTommeeees Percent--------c-scmmanmnconoan
Largest10 . ............. 1,703 55.6 27.0 17.4
Next largest90 ........... 1,788 344 56.4 9.2
Largest100 ............. 3,492 44,7 42.1 13.2
AllB,795 .. ....... ... ... 7,727 344 50.5 16.1
5,795 minus 100 largest 4,235 25.9 57.4 16.7

! These are gross figures, intercooperative investments have not been eliminated.

The impact of data for the 100 largest cooperatives on combined data for all 5,795
cooperatives is apparent from the figures shown in table 101. When the 100 largest group,
which accounted for 45 percent of combined equity of all the cooperatives, were excluded,
the other 5,695 cooperatives had equity capital of $4.2 billion. Capital stock represented
only 26 percent of this, other types of equity certificates and credits represented over 57
percent, and unallocated reserves represented almost 17 percent.

Types of equity capital used by cooperatives not only varied by size of cooper-
atives, but also by major function, by principal product marketed, and by geographic
location of the cooperative. Farm supply cooperatives have been much more inclined to



Table 102—Number of the 100 largest farmer marketing and supply cooperatives with any of specified types of equity capital
outstanding at close of fiscal year 1976, by major function and income tax status of the cooperatives

Cooperatives with any of their equity capital represented by—

Total
Major function and income nymber . Certificates of equity
of Membership R .
tax status Common § Preferred . and capital credits, Unallocatec
coopera- certificates
tives stock stock (nonstock) reserves
Qualified | Nonqualified
--------------------------------- Number - ----cceemmnemii i

Farmsupply .............. 14 10 8 0 7 1 12
Section 521 . ............ 0 0 0 0 ¢} 0 0
Nonsection 521 . .......... 14 10 8 0 7 1 12
Marketing . ............... 60 29 17 4 48 6 44
Section 521 . ............ 30 11 8 1 26 1 14
Nonsection 521 ........... 30 18 9 3 23 5 30
Marketing/supply . .......... 26 17 17 2 23 3 22
Section 521 . ............ 6 4 4 0 6 0 3
Nonsection 521 ........... 20 13 13 2 17 3 19
Total .......c0iivennn 100 56 42 6 79 10 78
Section 521 ............ 36 15 12 1 32 1 17
Nonsection 521 .......... 64 41 30 5 47 9 61

Table 103—Types and amounts of equity capital of the 86 largest farmer marketing and marketing/supply cooperatives,
by principal product marketed, outstanding at the close of fiscal year 1976

Percentage of total equity capital represented by —
Principal product marketed Cooperay ethi:I Certificates of equity
pal pro tives c: it:l Common | Preferred | Membership and capital credits Unallocate:
N stock stock certificates reserves
Qualified | Nonqualified
Number LT U I Percent - -----«----cococain
dollars
Diversified ............... 11 886 31.7 6.6 0 38.2 0.1 23.4
Cotton and products' . ....... 5 46 2 0 0 133.2 0 (33.2)
Dairy products .. .......... 22 332 1.9 9.0 2.1 88.3 1.0 (2.3)
Fruits and vegetables ........ 15 231 10.4 2.3 . 82.3 7.8 (3.3}
Grain and soybeans . ........ 21 719 21.8 229 2 35.6 2 19.7
Poultry products . .......... 3 22 2 2.0 2 95.6 0 2.4
Rice ........... .. 0., 4 53 245 38.7 0 36.7 0 1
Otherproducts . ........... 5 207 9.3 14.0 0 69.2 1.0 6.5
Total ............c..... 86 2,496 20.0 12.4 3 53.0 .9 13.4

' One cooperative in this group had a deficit of over $15 million in unallocated reserves at the close of the fiscal year, but also hac
qualified allocated equities of over $17 miltion. If this cooperative is excluded from the group, the other 4 cooperatives had total equity
capital of over $44 million with 99 percent in qualified equity certificates and only 1 percent in unallocated reserves.

? Less than 0.05 percent.

issue capital stock then other types of equity paper, and marketing cooperatives have
issued more nonstock paper (tables 100 and 102). Also, marketing cooperatives had very
little in unallocated reserves compared to supply and marketing/farm supply cooperatives
in 1976. Twelve of the marketing cooperatives had unallocated losses or a negative reserve

or surplus account.

When the group of cooperatives engaged in marketing was examined by principal
products marketed (tables 103 and 104), the cotton group, the fruit and vegetable group.
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Table 104—Number of the 86 largest farmer marketing and marketing/supply cooperatives with any of the specified types
of equity capital, by principal products marketed, outstanding at the close of fiscal year 1976

Total Cooperatives with any of their equity capital represented by—
fumber Certificates of equity
Principal duct § M i
Fincipal, produg ° Common | Preferred em.bfershlp and capital credits Unallocated
coopera- certificates
tives stock stock {nonstock) reserves
Qualified | Nonqualified
--------------------------------- Number-------vevmmenea i
Diversified . ............... 11 9 7 0 9 1 10
Cotton and cotton products . . .. 5 1 0 0 5 0 3
Dairy products ... ......... 22 7 6 3 21 1 16
Fruits and vegetables ......... 15 6 2 1 13 5 10
Grain, soybeans, and products . .. 21 15 14 1 14 1 20
Poultry products . .......... 3 2 1 1 3 0 2
Rice .................... 4 3 3 0 2 0 2
Otherproducts ............. 5 3 1 0 5 1 3
Total .................. 86 46 34 6 72 9 66

and the dairy group all had unallocated net losses rather than reserves in 1976. Grain
marketing cooperatives, on the other hand, had unallocated reserves amounting to 20
percent of their total equity capital. Grain marketing cooperatives, located primarily in
the Midwest, use capital stock extensively. Fruit and vegetable marketing cooperatives,
located primarily on the west and east coasts, have traditionally issued various types of
equity certificates instead of capital stock.

The balance sheets of only 10 of the 100 largest cooperatives showed any non-
qualified equity paper. Nine of these were marketing cooperatives, and five of the nine
were marketing fruits and vegetables. As indicated earlier, less than | percent of total
equity capital of the 100 cooperatives was in the form of nonqualified paper.

Tables 105 and 106 show types and amounts of equity capital used by the 100 larg-
est cooperatives based on location of headquarters by farm credit districts. Differences in
types of equity issued by cooperatives in the various farm credit districts are accountable
in part by differences in State cooperative and corporation laws and by types of cooper-
atives operating in each district. Leadership in organizing cooperatives over the years has
also been a contributing factor in determining cooperative financial structure.

Tables 100 and 102 show types of equity capital used by the 100 largest farmer
marketing and supply cooperatives in 1976 by Federal income tax status of the cooper-
atives as well as by major function.

The 36 cooperatives operating under section 521 had total equity capital of $664
million, compared with total equity capital of $2,828 million for the 64 cooperatives with-
out section 521 status. Average equity capital for the section 521 cooperatives was $18.5
million, while the average for the nonsection 521 group was $44.2 million, indicating that
the larger cooperatives were not operating under section 521 in 1976.

The section 521 cooperatives were primarily those involved in marketing. Less than
17 percent of their total equity capital was represented by capital stock, compared with
over 51 percent for the group without section 521. The section 521 group of cooperatives
also had less equity capital represented by unallocated reserves or surplus than the group
without section 521—less than | percent compared with over 16 percent. Most of the
equity capital of the section 521 cooperatives consisted of nonstock equity certificates and
credits, nearly 83 percent. Nonstock equity certificates and credits accounted for only
about a third of total equity capital for the 64 large cooperatives without section 521 sta-
tus.
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Table 105—Types and amounts of equity capital of the 100 largest farmer marketing and supply cooperatives,
by farm credit districts, outstanding at the close of fiscal year 1976

Percentage of total equity capital represented by—
Farm credit district Cogpere. e:?lti::l ) Certificates of eqtfity
tives capital Common | Preferred | Membership and capital credits Unallocated
stock stock certificates reserves
Qualified | Nonqualified
Number i R Percent - ------meceenacnnnaaans
dollars

Springfield . .............. 5 202 10.2 19.5 0.1 6.3 0 63.9
Baltimore ................ 5 107 16.8 20.0 0 42.9 2.9 18.4
Columbia ................ 9 256 5.7 29 0 79.5 2.1 9.8
Louisville ................ 9 278 13.7 30.0 0 40.9 0 15.4
NewOrleans .............. 3 171 62.3 4.8 0 26.9 0 6.0
St.louis ......... ... .. 13 917 29.7 37.5 0 18.0 0 14.8
St.Paul ................. 13 707 6.9 35.2 0 51.6 3 6.0
Omaha and Wichita ......... 6 250 62.9 10.2 0 6.7 0 20.2
Houston ................. 7 126 ' 28.6 0 81.6 ! {10.2)
Sacramento  .............. 23 411 10.4 1.7 2.0 79.1 3.6 3.2
Spokane . ..........00 00 7 67 9.0 23.0 ! 60.5 ¢} 7.5
Total ..... ... 100 3,492 20.7 24.0 2 41.2 7 13.2

! Less than 0.05 percent.

Table 106—Number of the 100 largest farmer marketing and supply cooperatives with any of the specified types
of equity capital, by farm credit districts, outstanding at the close of fiscal year 1976

Total Cooperatives with any of their equity capital represented by—
number »- )
Farm credit district of Membership Certlflcat.es of eql..uty
Common | Preferred Pt and capital credits Unailocated
coopera- certificates
T stock stock (Aanstack) reserves
Qualified | Nonqualified
--------------------------------- Number --------c-ccememacnannmcnccocaan.
Springfield ............... 5 2 2 1 3 0 3
Baltimore ................ 5 3 3 0 4 1 3
Columbia ................ 9 8 3 0 8 4 9
Louisville . ............... 9 7 6 0 8 0 7
NewOrleans . ............. 3 3 2 0 3 0 2
St.Louis ................. 13 4 7 0 8 0 10
St.Paul .................. 13 10 8 0 1 1 11
Omaha and Wichita .......... 6 6 3 0 3 0 6
Houston ................. 7 3 3 0 5 1 4
Sacramento .. ... ... 23 5 2 3 21 3 18
Spokane . ....... i 7 5 3 2 5 0 5
Total ........c.cuu.... 100 56 42 6 79 10 78
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Methods of Acquiring Equity Capital

Combined allocated equity capital of the 100 largest farmer marketing and supply
cooperatives totaled a little over $3 billion at the close of fiscal year 1976. This figure
represents total equity capital of the cooperatives less their unallocated reserves of $461
million. It includes all outstanding equity capital that had been allocated to or purchased



by members and patrons and, occasionally, others, but excludes all maturity-dated paper
regardless of how acquired or to whom issued.

The $3 billion investment was acquired by members and patrons through purchase
of capital stock or other equity paper, by authorized deductions from sales proceeds in
the form of per unit capital retains, or by investing a portion of savings or margins real-
ized in operations and held by the cooperatives as retained or deferred patronage refunds.

Less than 14 percent of allocated equity of the 100 cooperatives outstanding at the
close of fiscal year 1976 was purchased, 17 percent was acquired through per unit capital
retains, and the other 69 percent through retention of patronage refunds (table 107).
Comparable percentages in 1970 were: patronage refunds, 63 percent; per unit retains, 19
percent; and purchase, 19 percent.

Some cooperatives sell membership stock to members as voting shares. In many
cases, the total amount of stock sold represents a one-time purchase when members join.
Many of the cooperatives that sold stock or other equity certificates other than voting
shares to members in earlier years were not selling either equity or debt paper in 1976.
This was at least partially because of potential problems with registration requirements of
the SEC applicable to farmer cooperatives no longer operating under section 521 of the
Internal Revenue Code. Almost 5 percentage points less of the total allocated equity
capital outstanding in 1976 was acquired by purchase compared with the percentage in
1970.

Table 107—Methods used to acquire allocated equity capital of the 100 largest farmer marketing and supply cooperatives,
by major function and income tax status of the cooperatives, based on total allocated equity acquired by each method
outstanding at close of fiscal years 1976 and 1970

Total Percentage of total allocated equity capital acquired by—

Major function, year, and Coopera- allocated

income tax status tives equity Patronage Per unit
p Purchase ) . .
capital refunds retained capital retains
Number Million 3] I = .m0 Percent------------------
dollars
Farm supply:

1976 ... ... e 14 868 21.4 78.0 0.6
Section 521 ............ 0 0 0 0 0
Nonsection 521 ......... 14 868 21.4 78.0 6

1970 ... .. i 16 337 25.3 74.2 .5

Marketing:

1976 .. .. e e 60 1,087 9.0 43.4 47.6
Section 521 ............ 30 456 7.9 23.2 68.9
Nonsection 521 ......... 30 631 9.8 58.0 32.2

1970 .. .. .. e 62 607 8.4 45.8 45.8

Marketing/farm supply:

1976 . ... ... i 26 1,076 125 87.2 .3
Section521 ............ 6 204 29.3 69.7 1.0
Nonsection521 . ........ 20 872 8.6 91.3 A

1970 .. ... o i 22 540 25.8 74.2 2

Total:

1976 ......... SN 100 3,031 13.8 68.8 17.4
Section 521 ........... 36 660 14.5 37.5 48.0
Nonsection 521 ........ 64 2,371 13.6 77.6 8.8

1970 ... ... i 100 1,484 18.6 62.6 18.8

! Data on incoma tax status were not collected for 1970.
? Less than 0.05 percent.
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However, a few large cooperatives have registered with the SEC and are regularly
selling securities. Of the $400 million equity capital outstanding in 1976 that had been
acquired by purchase, much of it had been sold to members, patrons, and others by the
cooperatives 10, 20, or more years earlier, or represented equity paper currently being
sold by registered cooperatives.

Some cooperatives included in the 100 largest group were federated regionals or
interregionals with their total equity capital consisting of shares of equity that were
purchased. However, all these shares were purchased by member cooperatives only, and
were purchased on the basis of patronage or potential patronage of each member.

Summary data in table 108 show that the largest 10 of the 100 largest cooperatives
accounted for 46 percent of their total allocated equity capital outstanding at the close fis-
cal year 1976, and for 21 percent of that outstanding in all 5,795 cooperatives. This group
of 10 cooperatives consisted primarily of large diversified or multipurpose organizations
or of farm supply cooperatives involved in manufacturing. The largest 10 had combined
allocated equity capital of $1.4 billion, compared with $1.6 billion for the other 90
combined.

Almost 19 percent of the equity capital of the largest 10 was purchased, compared
with less than 9 percent for the other 90. Per unit retains were insignificant with the larg-
est 10, since this method of acquiring capital has been used primarily by marketing coop-
eratives. This difference was made up by patronage refunds—=81 percent for the largest 10,
compared with 59 percent for the other 90.

A summary of data for the large cooperatives, compared with all 5,795 active coop-
eratives in 1976, is also shown in table 108. While members of the largest 100 cooper-
atives acquired almost 14 percent of their allocated equity capital by purchase (accounted
for to a large extent by the largest 10), the other 5,695 cooperatives acquired only 8
percent of theirs by outright purchase. The 100 largest acquired 17.4 percent by the per
unit capital retain route, compared with only 7.8 percent by the other 5,695 cooperatives.

Methods used to acquire equity capital by the 100 largest cooperatives varied sig-
nificantly when the cooperatives were classified by major function. Table 107 shows
methods used based on percentages of total allocated equity outstanding at the close of
fiscal year 1976 that had been acquired by each method, and table 109 shows the number
of cooperatives with any outstanding equity that had been acquired by each method.

The percentage of total equity that had been acquired by purchase varied from 9
percent for the marketing group to 21 percent for the supply group.

Table 108—Methods used to acquire allocated equity capital by farmer marketing and supply cooperatives, by asset size

of cooperatives, based on total allocated equity outstanding at close of fiscal year 1976’

Percentage of total allocated equity capital
| i -
Cooperatives by size of assets Tota acquired by
allocated
and number . . .
equity capital Patronage Per unit
Purchase . . .
refunds retained capital retains
Mitlion ... Percent------ceceeeeeenaan
dollars
Largest 10 . .. ... .. ir i 1,406 18.8 80.8 0.4
Nextlargest90 .................. 1,625 8.9 59.1 32.0
targest100 . ......... ... ... 3,031 13.8 68.8 17.4
ANB795 . ... ... 6,560 10.7 771 12.2
5,795 minus 100 largest . .......... 3,629 8.1 84.1 7.8

! These are gross figures; intercooperative investments have not been eliminated.
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Table 109—Number of the 100 largest farmer marketing and supply cooperatives, by major function and income tax status,
with any allocated equity capital acquired by specified methods, based on equity outstanding at close of fiscal year 1976

Cooperatives with any allocated equity capital
acquired by—
Major function and income tax status Cooperatives
Patronage Per unit
Purchase ) . .
refunds retained capital retains
-------------------------- Number - - - -~ -swecmceccecceenonn-
Farmsupply ... ... n 14 12 13 1
Section 521 . ... ... e 0 0 0 0
Nonsection 521 ... ... ... .. ... 14 12 13 1
Marketing . ...........0... aeeees 60 28 41 35
Section 521 .............. T 30 11 17 22
Nonsection 521 . . ... ........... 30 17 24 13
Marketing/farmsupply .. ........... 26 22 24 3
Section 521 ... ... ... e, 6 5 6 1
Nonsection 521 ... ..... ... ... 20 17 18 2
Total . i e 100 62 78 39
Section 521 . ... ... ..o, 36 16 23 23
Nonsection 521 . ... ... ... ..... 64 46 55 16

The percentage for per unit retains was insignificant except for the marketing
group. A larger percentage of total equity outstanding in the marketing cooperatives had
been acquired by per unit capital retains than by patronage refunds—almost 48 percent
compared with 43 percent.

As a result of their 1976 operations, the 60 largest marketing cooperatives acquired
$140 million allocated equity capital from members; 62 percent of this was through the
per unit capital retain route. Per unit retain financing is popular with cooperatives
marketing most all of the farm products except grain. Grain cooperatives, like those
handling farm supplies, have historically relied heavily on allocated patronage refunds for
acquiring equity capital.

Table 110 and 111 provide detail on methods used by the 86 large marketing and
combination marketing/farm supply cooperatives to acquire their equity capital with the
cooperatives classified by principal product marketed.

The relative importance of the three methods used to acquire equity capital by the
100 cooperatives when classified by the farm credit districts in which their headquarters
were located is shown in tables 112 and 113. The percentage of total outstanding equity
capital acquired by purchase ranged from lows of approximately 2 percent in the
Houston, Spokane, and Omaha-Wichita districts to a high of over 68 percent in the New
Orleans district. The sale of equity paper to member-patrons on the basis of patronage
accounted in large part for the high percentage in the New Orleans and other districts.
The percentage acquired by retaining patronage refunds ranged from lows of only 2 and
15 percent in the Springfield and Sacramento districts to highs of almost 98 and 93
percent in the Omaha-Wichita and St. Paul districts. Similarly, the percentage patrons
contributed by the per unit capital retain method ranged from near zero in the New
Orleans, Omaha-Wichita, Baltimore, and St. Paul districts to a high of almost 74 percent
in the Sacramento district.

Methods used by the 100 largest cooperatives to acquire equity capital are shown in
tables 107 and 109 by Federal income tax status of the cooperatives as well as by major
function.
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Table 110—Methods used to acquire allocated equity capital of the largest farmer marketing and marketing/supply cooperatives,
by principal product marketed, based on total allocated equity capital acquired by each method vutstanding
at close of fiscal years 1976 and 1970

Total Percentage of total allocated equity capital acquired by—
Principal product marketed Coopera- allocated
and year tives eqt{ity Purchase Patronag? i.’er unit.
capital refunds retained capital retains
° Number Million ... Percent -------cccccceaaan
dollars
Diversified:
1876 . .. . i 11 679 16.1 83.9 V]
1970 . ... ... e 14 411 29.9 70.0 A
Cotton and cotton products:
1976 . ... .. i 5 61 ! 60.9 39.1
1970 .. ... e 6 44 ! 54.2 45.8
Dairy products:
1976 .. ... .. . 22 339 6.9 58.1 35.0
1970 .. .. e 19 209 3.9 59.2 36.9
Fruits and vegetables:
1976 .. ... .. e 15 239 5.3 3.6 91.1
1970 ... . e 18 164 5.0 20.2 74.8
Grain, soybeans, and products:
1876 .. .. o i 21 577 5.3 90.4 4.3
1970 ... ... i i e 14 207 13.4 81.6 5.0
Poultry products:
1976 ... ... . e 3 21 2.1 94.5 3.4
1970 .. .. i e e 3 1 5.4 94.6 3
Rice:
1976 .. it e 4 63 4.3 14.0 81.7
1970 ... . e 4 32 9.5 23.8 66.7
Other products:
1976 ... it 5 194 27.5 25.2 47.3
1970 .. ... e 6 69 28.0 33.6 38.4
Total:
1976 ... i i 86 2,163 10.7 65.2 24.1
1970 ... ... e 84 1,147 16.6 59.2 24.2

! Less than 0.05 percent.

Table 111—Number of the 86 largest farmer marketing and marketing/supply cooperatives, by principal products marketed,
that acquired by specified methods any allocated equity capital outstanding at the close of fiscal year 1976

Cooperatives with any of their total aliocated equity

Total capital acquired by—
Principal product number of
cooperatives Patronage Per unit
Purchase . . .
refunds retained capital retains
-------------------------- Number - ---«--ccmemmaccemacnann.n

Diversified ............. .0 1 10 9 0
Cotton and cottonproducts .......... 5 1 3 2
Dairyproducts . .........cc00een. 22 11 18 13
Fruitsand vegetables .............. 15 8 6 12
Grain, soybeans, and products . ....... 21 12 20 1
Poultry products . ................ 3 3 3 1
- 4 2 3 4
Otherproducts . .......c.00vveuen. 5 3 3 5
Total ... ..t 86 50 65 38
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Table 112—Methods used to acquire aliocated equity capital of the 100 largest farmer marketing and supply cooperatives,
by farm credit districts, based on total allocated equity acquired by each method outstanding at close of fiscal years 1976 and 1970

Total Percentage of total allocated equity capital acquired by—
Farm credit district and year Co?pera- allocz'lted N
tives equity Patronage Per unit
. Purchase . . .
capital refunds retained capital retains
Number Million .. Percent - -«~----cxcec-cen-
dollars
Springfield:
1976 .. .. i 5 73 56.6 1.7 41.7
1970 ..o i e 8 53 47.9 16.9 35.2
Baltimore:
1976 .. .. i i e e 5 87 25.1 74.1 0.8
1970 .. . e 7 73 19.4 62.2 18.4
Columbia:
1976 . . i 9 231 29.3 50.4 20.3
1970 . ... e 10 137 38.3 45.4 16.3
Louisville:
1976 . .. i e 9 235 7.9 76.8 156.3
1970 ... e 9 115 26.4 60.2 13.4
New Orleans:
1976 . .. i 3 161 68.5 31.6 0
1970 .0t 4 74 73.0 27.0 !
St. Louis:
1976 . ... i e 13 781 8.5 83.3 8.2
1970 . ... e 11 267 18.7 73.2 8.1
St. Paul:
1976 . .0t 13 665 6.1 93.0 9
1970 ... . i e 12 313 3.5 96.1 4
Omaha and Wichita:
1976 ... i 6 199 2.4 97.6 0
1970 ... i e 5 95 6.0 94.0 !
Houston:
1976 .. .. i e 7 139 1.6 73.1 25.3
1970 ... e 6 76 A 72.0 27.9
Sacramento:
1976 .. .. i 23 398 111 15.0 73.9
1970 .. ..o i 22 232 13.9 18.1 68.0
Spokane
1976 .. ... i 7 62 1.8 77.5 20.7
1970 .. .. e 6 49 6 83.6 15.8
Total:
1976 . ..o i 100 3,031 13.8 68.8 17.4
1970 ... ... e 100 1,484 18.6 62.6 18.8

! Less than 0.05 percent.
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Table 113—Number of the 100 largest farmer marketing and supply cooperatives, by farm credit districts, with any allocated
equity capital acquired by specified methods outstanding at the close of fiscal year 1976

Cooperatives with any of their total allocated equity
Total capital acquired by—
Farm credit district number of
cooperatives Patronage Per unit
Purchase . . .
refunds retained capital retains
-------------------------- Number-----«ccveceoneaaoL.

Springfield .. ... ... .. . oo 5 3 1 3
Baltimore . ........cciiiienennn 5 3 4 1
Columbia ...........ccivivivn 9 9 7 4
Louisville ... .... ... en. 9 6 9 2
NewOrleans . ..........cc0veuun.n. 3 3 3 0
St.Louis . ... ...t 13 7 11 3
St.Paul . ..... .. ... e 13 11 13 2
Omahaand Wichita ............... 6 2 6 0
Houston . .............cvuunnn 7 3 7 2
Sacramento ... ... e 23 9 11 20
Spokane . ..... ... e 7 6 6 2
Total . ........ i 100 62 78 39

The percentage of total allocated equity capital outstanding at the close of fiscal
year 1976 that had been purchased outright did not vary substantially for cooperatives
operating under section 521 and those that were not. Since most of the large cooperatives
operating under section 521 were primarily marketing organizations, this group reported a
higher percentage of their total equity capital had been acquired through the per unit
capital retain route—48 percent compared with less than 9 percent.

Methods Used to Acquire Equity Capital
by Types of Equity

The importance of each method used to acquire equity capital varied not only
according to the major function, principal product marketed, and geographic location of
the cooperatives but also according to type of equity.

Tables 114 through 119 show how patrons of the 100 largest cooperatives acquired
common stock, preferred stock, membership certificates (nonstock), qualified certificates
of equity and credits, and nonqualified certificates of equity and credits. Data are shown
separately with the cooperatives classified by major function, principal product marketed,
and location by farm credit district.

Common stock—Of the 100 cooperatives, 56 had outstanding common stock at the
close of fiscal year 1976 totaling $723.6 million. Twenty-one percent of this had been
purchsed outright, 4 percent had been allocated to patrons through the per unit capital
retain route, and the other 75 percent resulted from retention of patronage refunds.

Preferred stock—Forty-two of the 100 cooperatives had outstanding preferred stock
amounting to $837 million. Of this, 23 percent was purchased, 2 percent was acquired
through authorized deductions on a per unit retain basis, and 75 percent was allocated to
patrons as deferred patronage refunds.

138



Membership certificates—Nonstock membership certificates were issued by 6 of the
100 largest cooperatives. Some of the other cooperatives that did not have voting shares
of stock may have issued membership certificates to qualified voting members, but if so it
was not listed on the balance sheets with monetary value. The membership certificates

listed were purchased by five of the six cooperatives, and their total value was only $8
million.

Qualified equity certificates and credits—Of the largest 100 cooperatives, 79
reported qualified equity certificates and credits totaling $1,437 million outstanding at the
close of fiscal year 1976. Only 4 percent of this membership capital had been purchased.
Nearly one-third was acquired as allocated per unit capital retains and the other 63
percent as allocated patronage refunds.

Nonqualified equity certificates and credits—Only 10 of the 100 largest cooperatives
had any nonqualified equity certificates and credits on their balance sheets at the close of
fiscal year 1976. The total nonqualified credits amounted to less than $26 million. Nearly

56 percent was acquired through the per unit capital retain route and the other 44 percent
through allocation of patronage refunds.

Table 114—Methods used by the 100 largest farmer marketing and supply cooperatives, by major function, to acquire various

types of allocated equity capital outstanding at close of fiscal year 1976

Percentage of total allocated equity
Total . X
capital acquired by—
Major function and type Coopera- allocated
of equity capital tives' equ.ity Patronage Per unit
capital Purchase refunds retained capital retains
Number 1000 ... Percent---------------
dollars
Farmsupply . ...ttt ittt i 14 868,401 21.4 78.0 0.6
Commonstock .......c.oiiitiinnennann 10 223,562 51.7 48.3 0
Preferredstock ...........¢.c0virrnn. 8 528,727 12.2 87.8 0
Membership certificates .. ............... 0 0 0 0 0
Qualified certificates and credits ............ 7 114,112 5.3 89.9 4.8
Nonqualified certificates and credits . ........ 1 2,000 0 100.0 0
Marketing . .......cooiuenmnnrennenenans 60 1,086,858 9.0 43.4 47.6
Commonstock . ...ttt it e i 29 167,836 19.5 63.0 17.5
Preferredstock ... ....viiiinienneeenn. 17 148,684 33.9 65.0 111
Membership certificates . ................ 4 8,123 99.9 N 0
Qualified certificates and credits . ........... 49 741,247 9 374 61.7
Nonqualified certificates and credits ......... 6 20,968 0 3241 67.9
Marketing/supply . .. ... i i 26 1,075,682 12.5 87.2 3
CommoNnsStock . ...ttt et 17 332,177 2.1 97.9 0
Preferred stock . .. ..o v i it i i vt 17 159,642 49.8 50.2 0
Membership certificates . ................ 2 8 100.0 0 0
Qualified certificatesand credits .. .......... 23 581,229 8.3 91.2 0.5
Nonqualified certificates and credits . ........ 3 2,626 0 100.0 0
Total—all cooperatives .. ...........cc0 ... 100 3,030,941 13.8 68.8 17.4
CommOon StOCK . . v v v v e e vt e v it e 56 723,575 21.5 74.5 4.0
Preferred stock ... ... .. ...t es.n 42 837,053 23.2 74.8 2.0
Membership certificates . ............... 6 8,131 99.9 A 0
Qualified certificates and credits . ......... 79 1,436,588 4.2 63.3 32,56
Nonqualified certificates and credits ........ 10 25,594 0 44.4 55.6

! Numbers do not add to totals because most cooperatives have more than one type of aliocated equity capital.
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Table 115—Number of the 100 largest farmer marketing and supply cooperatives, by major function, that used specified methods
to acquire various types of allocated equity capital outstanding at close of fiscal year 1976'

Major function and type of equity capital

Cooperatives

Cooperatives acquiring any of their allocated

equity capital by—

Patronage Per unit
Purchase . R "
refunds retained capital retains
------------------------ Number - - -« -=cceceemnaacnnano.

Farmsupply . ..ottt ittt 14 12 13 1
Commonstock . ........ccoiiininean 10 10 4 0
Preferredstock ... .... ..t 8 7 4 0
Membership certificates ... ............... 0 0 0 0
Qualified certificatesand credits . ........... 7 1 6 1
Nonqualified certificates and credits . ......... 1 0 1 0
Marketing . ... .. v ittt i e 60 28 41 35
Commonstock ...........0itieeniniann 29 22 8 3
Preferredstock ................... ..... 17 " 1 4
Membership certificates .. ................ 4 3 1 0
Qualified certificatesand credits . ........... 49 4 31 30
Nonqualified certificates and credits . ......... 6 0 4 3
Marketing/farmsupply ... ..... ... . ... ..., 26 22 24 3
Commonstock .........vviiiinnnennns 17 13 7 0
Preferredstock . ......... ..t 17 16 4 0
Membership certificates . ................. 2 2 0 0
Qualified certificates and credits . ........... 23 2 23 3
Nonqualified certificates and credits . ......... 3 0 3 0
Total—all cooperatives . ..............c0... 100 62 78 39
Commonstock . .........c0iiiinenn 56 45 19 3
Preferredstock ............. ... ... 42 34 19 4
Membership certificates . ................ 6 5 1 0
Qualified certificates and credits ........... 79 7 60 34
Nonqualified certificates and credits . ....... 10 0 8 3

! Numbers do not add to totals because most cooperatives have more than one type of aliocated equity capital.

Table 116—Methods used by the 86 largest farmer marketing and marketing/supply cooperatives, by principal products marketed,
to acquire various types of allocated equity capital outstanding at close of fiscal year 1976

Percentage of total allocated equity capital
Total N
Principal product and type Coopera- allocated acquired by—
of equity capital tives' equjty Patronage Per unit
capital Purchase . . .
refunds retained capital retains
Number 1000 .. Percent-------c-cccnn--
dollars
Diversified . .......... .0 1 678,557 16.1 83.9 0
Common stock . .. .v v ittt 9 281,205 2.3 97.7 0
Preferredstock .............. . ........ 7 58,601 95.2 4.8 0
Membership certificates . ................ 0 0 0 0 0
Qualified certificatesand credits . ........... 9 338,374 13.9 86.1 0
Nonqualified certificates and credits . ........ 1 377 0 100.0 0
Cottonand products . ...........conuuuuun. 5 61,017 : 60.9 39.1
COmMMONStOCK . . v v v v ittt e et 1 9 100.0 0 0
Preferredstock . ............. ..., 0 0 0 0 0
Membership certificates ................. 0 0 0 0 0
Qualified certificatesand credits ............ 5 61,008 0 60.9 39.1
Nonqualified certificates and credits . ........ 0 0 0 0 0
{Continued)
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Table 116—Methods used by the 86 largest farmer marketing and marketing/supply cooperatives, by principal products marketed,
to acquire various types of allocated equity capital outstanding at close of fiscal year 1976—Continued

Percentage of total allocated equity capital

Total .
Principal product and type Coopera- allocated acquired by—
. ] . .
of equity capital tives equ'lty RStrondge Per unit
capital Purchase X . .
refunds retained capital retains
Number ro00 L. Percent-----««-«--an---
dollars
Dairy products . . ..o i ittt et e e 22 339,418 6.9 58.1 35.0
Commonstock .. .......0viiiieinnnnnn 7 6,174 35.8 52.2 12.0
Preferredstock . ..................c... 6 29,996 44.2 55.8 0
Membership certificates ................. 3 6,943 100.0 0 0
Qualified certificates and credits .. .......... 21 293,141 4 59.3 40.3
Nonqualified certificates and credits . ........ 1 3,164 0 100.0 0
Fruitsand vegetables . .................... 15 239,021 5.3 3.6 91.1
Commonstock .. ......c.iiernreennns 6 23,997 34.8 0 65.2
Preferredstock .............cc.o0vce.n, 2 5,370 37.3 0 62.7
Membership certificates ................. 1 1,180 100.0 0 0
Qualified certificates and credits ............ 13 190,444 .6 2.6 96.8
Nonqualified certificates and credits .. ....... 5 18,030 0 21.1 78.9
Grain, soybeans, and products . ............. 21 577,192 5.3 90.4 4.3
Commonstock . ....... ..o ennan 15 156,437 2.2 97.8 0
Preferredstock ..............cc0 . 14 164,543 16.6 83.4 0
Membership certificates . ................ 1 8 0 100.0 0
Qualified certificates and credits .. .......... 14 256,187 2 90.3 9.7
Nonqualified certificates and credits .. ....... 1 17 ¢} 100.0 0
Poultry products ... ... ...t ie e 3 20,896 2.1 94.5 3.4
Commonstock . ... .....ccoiiiiintennnn 2 9 100.0 0 0
Preferredstock .. .............. ..., 1 427 100.0 0 0
Membership certificates . ... ............. 1 3 100.0 0 0
Qualified certificates and credits . ........... 3 20,460 0 96.5 3.5
Nonqualified certificates and credits . ........ 0 0 0 0 0
Rice ..o it e e e 4 52,886 4.3 14.0 81.7
Commonstock . ...t i i i 3 12,979 A .2 99.7
Preferredstock ....................... 3 20,470 11.2 24.9 63.9
Membership certificates . ................ 0 0 0 0 0
Qualified certificates and credits . ........... 2 19,437 0 11.8 88.2
Nonqualified certificates and credits . ........ 0 0 0 0 0
Other products ... .. ... coiviennueanes 5 193,553 27.5 25.2 47.3
Commonstock .. ..... .t 3 19,203 100.0 0 0
Preferred stock .. ... ...ttty 1 28,919 100.0 0 0
Membership certificates . ................ 0 0 0 0 0
Qualified certificates and credits . ........... 5 143,425 3.6 32.6 63.8
Nonqualified certificates and credits . ........ 1 2,006 0 100.0 0
Total .ot e e e 86 2,162,540 10.7 65.2 24.1
Commonstock ................0...c... 46 500,013 7.9 86.2 5.9
Preferredstock . ........... oo 34 308,326 42.2 52.5 5.3
Membership certificates ................ 6 8,131 99.9 A 0
Qualified certificates and credits .. ........ 72 1,322,476 4.1 61.1 34.8
Nongqualified certificates and credits . ....... 9 23,594 0 39.7 60.3

! Numbers do not add to totals because most cooperatives have more than one type of allocated equity capital.

? Less than 0.05 percent.
3 Less than $500.
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Table 117—Number of the 86 largest farmer marketing and marketing/supply cooperatives, by principal products marketed, that used
specified methods to acquire various types of allocated equity capital outstanding at close of fiscal year 1976

Principal product and type

. ) Cooperatives
of equity capital

Cooperatives with any of total allocated
equity capital acquired by—

Purchase Patronage Per unit
refunds retained capital retains
------------------------ Number«---c-voecenooanaann.
Diversified ........... ... . . i 1 10 9 0
Commonstock . ........ccvitiiinennnn. 9 8 2 0
Preferredstock ...........civivnnnnn, 7 7 1 0
Membership certificates .................. 0 0 o] 0
Qualified certificates and credits . ........... 9 1 9 0
Nongqualified certificatesand credits .......... 1 0 1 0
Cottonand products ... .....c.oveeenenenenn 5 1 3 2
CommoOoNStoCK . ... ..ttt vnnnnnenn 1 1 0 0
Preferredstock ........... 00t iirenn.n. 4] 0 o] 0
Membership certificates . ................. 0 0 0 0
Qualified certificates and credits . ........... 5 0 3 2
Nonqualified certificates and credits .......... ] 0 0 0
Dairy products . .... .. ii it 22 1 18 13
Commonstock ...........ccviuiuunnun.. 7 6 2 1
Preferredstock ........................ 6 4 5 0
Membership certificates . ................. 3 3 0 0
Qualified certificates and credits . ........... 21 1 18 12
Nonqualified certificates and credits .......... 1 0 1 0
Fruitsand vegetables . .................... 15 8 6 12
Commonstock ............ciivuunrnunn. 6 6 0 1
Preferredstock ........................ 2 2 ] 1
Membership certificates . ................. 1 1 o] 0
Qualified certificates and credits . ........... 13 2 4 1
Nonqualified certificates and credits .......... 5 0 3 3
Grain, soybeansand products . .............. 21 12 20 1
Commonstock ..............0covvuun.. 15 7 10 0
Preferredstock ........................ 14 10 8 0
Membership certificates .................. 1 0 1 0
Qualified certificatesand credits . ........... 14 1 12 1
Nonqualified certificates and credits .......... 1 0 1 0
Poultry products . ... .............0vuu.. 3 3 3 1
Commonstock ................civvn.. 2 2 0 0
Preferredstock ........................ 1 1 0 0
Membership certificates . ................. 1 1 0 0
Qualified certificates and credits . ........... 3 0 3 1
Nonqualified certificates and credits .......... 0 0 0 0
Rice ... e e e 4 2 3 4
Commonstock ..............0vunnn.. 3 2 1 1
Preferredstock ........................ 3 2 1 3
Membership certificates .................. 0 0 0 4]
Qualified certificatesand credits . ........... 2 0 2 1
Nonqualified certificates and credits .......... 0 o] 0 0
{Continued)
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Table 117—Number of the 86 largest farmer marketing and marketing/supply cooperatives, by principal products marketed, that used
specified methods to acquire various types of allocated equity capital outstanding at close of fiscal year 1976 —Continued

Principal product and type

Cooperatives with any of total allocated
equity capital acquired by—

A A Cooperatives
of equity capital Patronage Per unit
Purchase . . R
refunds retained capital retains
------------------------ Number - -« <« v-cececeanaenn
Otherproducts . .. ........ctitiunnnnnnnn 5 3 3 5
Commonstock . ..........0iiiinveennn 3 3 0 0
Preferredstock .. ..........c.cuiiiinnn. 1 1 0 0
Membership certificates . ................. 0 0 0 0
Qualified certificatesand credits . ........... 5 1 3 5
Nonqualified certificates and credits . ......... 1 0 1 0
1 < 1 86 50 65 38
Commonstock . ........ ..., 46 35 15 3
Preferredstock . ................. ..., 34 27 15 4
Membership certificates . ................ 6 5 1 0
Qualified certificates and credits . .......... 72 6 54 33
Nonqualified certificates and credits . ....... 9 0 7 3

! Numbers do not add to totals because most cooperatives have more than one type of allocated equity capital.

Table 118—Methods used by the 100 largest farmer marketing and supply cooperatives, by farm credit districts, to acquire various
types of allocated equity capital outstanding at close of fiscal year 1976

Percentage of total allocated equity

Total . .
Farm credit district and type Coopera- allocated capital acquired by~
of equity capital tives' equ.lty Patronage Per unit
capital Purchase N . .
refunds retained capital retains
Number 1000 ... Percent-----+«--c-u----
dollars
Springfield . ........... ... . . . . ... ... .. 5 73,056 56.6 1.7 41,7
Commonstock .................c0c..... 2 20,631 241 0 75.9
Preferredstock . ...................... 2 39,602 91.5 0 8.5
Membership certificates . ................ 1 105 100.0 0 0
Qualified certificatesand credits . ........... 3 12,718 0 10.0 90.0
Nonqualified certificates and credits ......... 0 0 ¢} 0 0
Baltimore . ......... ...t 5 87,280 25.1 74.1 .8
Commonstock . ............ .00t 3 16,860 3.0 92.6 4.4
Preferredstock ....................... 3 21,363 100.0 0 0
Membership certificates . ................ 0 0 0 0 0
Qualified certificates and credits ............ 4 45,893 0 100.0 0
Nonqualified certificates and credits ......... 1 3,164 0 100.0 0
Columbia .. ... ...ttt it 9 230,961 29.3 50.4 20.3
Commonstock .. .......c.ciieiiie.. 8 14,623 83.2 16.8 0
Preferredstock ............. 000 3 7,500 100.0 0 0
Membership certificates . ................ 0 0 0 0 0
Qualified certificatesandcredits . ........... 8 203,338 23.6 54.3 22.1
Nonqualified certificates and credits ......... 4 5,500 0 64.9 35.1
Louisville ... ...t e e e 9 234,823 7.9 76.8 15.3
Commonstock . .........c00 e ennen 7 38,165 1.1 98.9 0
Preferredstock . ...................... 6 83,214 21.8 78.2 0
Membership certificates ................. o 0 0 0 0
Qualified certificates and credits ............ 8 113,444 0 68.2 31.8
Nonqualified certificates and credits . ........ 0 o 0 0 0
{Continued)
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Table 118—Methods used by the 100 largest farmer marketing and supply cooperatives, by farm credit districts, to acquire various
types of allocated equity capital outstanding at close of fiscal year 1976—Continued

Total Percentage'of total ?Ilocated equity
Farm credit district and type Coopera- allocated capital acquired by—
of equity capital tives equ-lty Patronage Per unit
capital Purchase . . .
refunds retained capital retains
1,000
Number dollars T TTTTTTTToeees Percent---«--vcoeonn..
NewOrleans . .........c.ciititeuenennnnn 3 160,653 68.5 31.5 0
Commonstock .. ........c.'iirinrennns 3 106,485 95.6 44 0
Preferred stock . ... ...t 2 8,261 100.0 0 o]
Membership certificates . ................ ] 0 0 0 0
Qualified certificates and credits ............ 3 45,907 0 100.0 0
Nonqualified certificates and credits . ........ 0 0 0 0 0
St.LoUisS .« ..ttt e e e e 13 781,453 8.5 83.3 8.2
Common stock . .. v . it 4 272,264 2 100.0 0
Preferredstock . ...........00 ... 7 344,302 19.2 80.8 0
Membership certificates . ................ 0 0 0 0 0
Qualified certificates and credits . ........... 8 164,887 0 61.2 38.8
Nonqualified certificates and credits . ........ ] 0 0 o 0
St.Paul . ... ... ... i e 13 664,931 6.1 93.0 .9
Commonstock ............... v, 10 48,799 4.1 95.9 V]
Preferredstock . ...................... 8 248,822 12.9 87.1 0
Membership certificates . ................ 0 0 0 0 0
Qualified certificates and credits ............ 1 365,304 1.7 96.6 1.7
Nonqualified certificates and credits . ........ 1 2,006 0 100.0 0
OmahaandWichita ...................... 6 199,102 2.4 97.6 0
Commonstock . ...........0oviinunn.. 6 156,908 1.7 98.3 0
Preferredstock . ............c.vuuuu... 3 25,506 8.2 91.8 4]
Membership certificates . ................ 0 ] 0 0 0
Qualified certificates and credits ............ 3 16,688 .2 99.8 0
Nonqualified certificates and credits ......... 0 0 0 0 0
Houston ................ .. ... ... ..... 7 138,902 1.6 73.1 25.3
Commonstock ....................... 3 25 100.0 V] 0
Preferredstock ....................... 3 35,967 6.1 77.0 16.9
Membership certificates . ................ 0 0 0 0 [}
Qualified certificates and credits . ........... 5 102,893 0 71.8 28.2
Nonqualified certificates and credits . ........ 1 17 0 100.0 0
Sacramento .. ... ... e 23 398,021 111 15.0 73.9
Commonstock ....................... 5 42,796 69.7 .1 30.2
Preferredstock ....................... 2 7,137 1.8 0 98.2
Membership certificates ................. 3 8,010 100.0 0 0
Qualified certificates and credits ............ 21 325,171 1.9 17.5 80.6
Nonqualified certificates and credits ......... 3 14,907 0 17.5 82.5
Spokane . ... 7 61,759 1.8 77.5 20.7
Commonstock ....................... 5 6,019 15.5 84.5 0
Preferredstock ....................... 3 15,379 1.0 99.0 0
Membership certificates ................. 2 16 50.0 50.0 0
Qualified certificates and credits, .. .......... 5 40,345 0 68.3 31.7
Nonqualified certificates and credits . ........ 0 0 0 0 0
Total ... e e 100 3,030,941 13.8 68.8 17.4
Commonstock .. ... vi it in e 56 723,575 21.5 74.5 4.0
Preferredstock .............c0uuuu... 42 837,063 23.2 74.8 20
Membership certificates ................ 6 8,131 99.9 .1 0
Qualified certificatesand credits . ......... 79 1,436,588 4.2 63.3 32.5
Nongqualified certificates and credits ........ 10 25,594 0 44.4 55.6

! Numbers do not add to totals because most cooperatives have more than one type of allocated equity capital.

? Less than 0.05 percent.

144



Table 119—-Number of the 100 largest farmer marketing and supply cooperatives, by farm credit districts, that used specified
methods to acquire various types of allocated equity capital outstanding at close of fiscal year 1976

Farm credit district and type

of equity capital

Cooperatives

Cooperatives with any of total allocated
equity capital acquired by—

Purchase

Patronage
refunds retained

Per unit
capital retains

Springfield . .................
Commonstock ..............
Preferredstock ..............
Membership certificates ........
Qualified certificates and credits . .

Nonqualified certificates and credits

Baltimore .............cov
Commonstock ..............
Preferredstock ..............
Membership certificates ........
Qualified certificates and credits . .

Nongualified certificates and credits

Columbia ........c0viennen.
Commonstock ..............
Preferredstock ..............
Membership certificates . .......
Qualified certificates and credits . .

Nongqualified certificates and credits

Louisville ................ ...
Commonstock ..............
Preferredstock ..............
Membership certificates ........
Qualified certificates and credits . .

Nongualified certificates and credits

NewOrleans .............c0..
Commonstock ..............
Preferredstock ..............
Membership certificates ........
Qualified certificates and credits . .

Nonqualified certificates and credits

St.louis ........000iiiiinann
Commonstock ..............
Preferredstock ..............
Membership certificates ........
Qualified certificates and credits . .

Nonqualified certificates and credits

St.Paul ............... ...,
Commonstock ..............
Preferredstock ..............
Membership certificates ........
Qualified certificates and credits ..

Nonqualified certificates and credits
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Table 119—Number of the 100 largest farmer marketing and supply cooperatives, by farm credit districts, that used specified
methods of acquire various types of allocated equity capital outstanding at close of fiscal year 1976—Continued

Farm credit district and type
of equity capital

Cooperatives

Cooperatives with any of total allocated
equity capital acquired by—

Patronage Per unit
Purchase . . R
refunds retained capital retains
------------------------ Number-------woevonil.

OmahaandWichita ...................... 6 2 6 0
Commonstock .........c.uvinnennnnn. 6 2 5 0
Preferredstock ........................ 3 2 2 0
Membership certificates . ................. 0 0 0 0
Qualified certificates and credits . ........... 3 1 2 0
Nonqualified certificates and credits .......... 0 0 0 0
Houston . ............... . ... ..... 7 3 7 2
Commonstock ...............c0vivunn. 3 3 0 0
Preferredstock ........................ 3 2 3 1
Membership certificates .................. 0 0 0 0
Qualified certificates and credits . ........... 5 0 5 1
Nonqualified certificates and credits .......... 1 0 1 0
Sacramento . ... ... e 23 9 11 20
Commonstock ..............covu.... 5 4 1 1
Preferredstock ........................ 2 1 0 2
Membership certificates .................. 3 0 0
Qualified certificates and credits . ........... 21 2 8 18
Nongqualified certificates and credits . ......... 3 0 2 1
Spokane . ... L. e 7 6 6 2
Commonstock ........................ 5 4 2 0
Preferredstock ........................ 3 2 2 0
Membership certificates . ................. 2 1 1 0
Qualified certificates and credits ............ 5 0 5 2
Nonqualified certificates and credits . ......... 0 0 0 0
Total ... e 100 62 78 39
Commonstock . .............00vuu.... 56 45 19 3
Preferredstock ...................... 42 34 19 4
Membership certificates . ................ 6 5 1 0
Qualified certificates and credits . .......... 79 7 60 34
Nongqualified certificates and credits . ....... 10 0 8 3

' Numbers do not add to totals because most cooperatives have more than one type of allocated equity capital.
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Borrowed Capital

Total outstanding borrowed capital of the 100 largest farmer marketing and supply
cooperatives at the close of their 1976 fiscal years was $4.1 billion. This compares with
$1.7 billion in 1970 and $677 million in 1962 (table 120).

These figures do not represent annual peak borrowings, since they do not take into
consideration seasonal credit demands. The cooperatives used additional millions of dol-
lars in 1976 to finance their seasonal short-term capital needs. Very little of these seasonal
borrowings is reflected in these figures unless they happened to be outstanding at the
close of the fiscal year. All of the 100 cooperatives had some borrowed capital on their

books at the close of the year.



Table 120—Sources of borrowed capital for the 100 largest farmer marketing and supply cooperatives, by major function

based on amounts outstanding at the close of fiscal years 1976, 1970 and 1962

Percentage of total borrowed capital obtained from—
Total
Major function and year Co<?pera- borrowed pagss Com- Issuance lteases a'nd Other
tives . for ) industrial Other
capital mercial of debt coopera-
coopera- - revenue K sources
. banks securities tives
tives bonds
Million
Number dollars  TCtToTTrotmemmeteecs Percent--------nsseamemommaman-
Farm supply:
1976 . ... i i 14 820 53.1 12.6 8.0 15.1 1.5 9.7
1970 ... 16 246 63.8 18.5 10.6 ! ! 7.12
1962 ... e 15 72 55.4 1.7 26.6 ! ! 16.3%
Marketing:
1976 . ... ... e 60 1,817 70.8 12.4 14.0 .8 .2 1.8
1970 .. ... . e 62 678 68.1 10.7 16.7 ! ! 4.5
1962 .. ...t 61 299 48.9 11.7 34.0 ! ) 5.4%
Marketing/supply
1976 . ... 26 1,799 46.8 6.9 36.6 3.5 1.3 4.9
1970 . ... . e 22 759 56.1 8.1 33.6 ! ! 2.2%
1962 ... it 21 306 50.8 6.7 35.7 ! y 6.8
Total
1976 .. ... e 100 4,136 56.9 10.0 22.7 4.8 .9 4.7
1970 . ... i 100 1,683 62.0 10.7 23.4 ! ! 3.9%
1962 ... ... i 97 677 50.5 8.4 34.0 ! ! 7.1

! Data not reported separately but included in other sources for 1970 and 1962.
2See footnote 1.

Since two-thirds of total borrowed capital of all marketing and farm supply cooper-
atives outstanding at the close of fiscal year 1976 was borrowed by the 100 largest cooper-
atives, their credit picture does not differ substantially from that reported for all cooper-
atives. Table 121 shows sources of borrowed capital outstanding at the close of the fiscal
year with the cooperatives grouped by size of assets. The impact of the credit picture of
the 10 largest cooperatives is very significant since they accounted for almost 47 percent
of the total borrowings of the 100 largest group and for over 31 percent of outstanding
borrowings of all 5,795 active cooperatives in 1976.

The banks for cooperatives are by far the major source of credit for cooperatives,
regardless of how the cooperatives are classified. However, they supply a much larger
percentage of total credit used by the smaller cooperatives than the large ones. When the
100 largest cooperatives were excluded, the remaining 5,695 active cooperatives in 1976
obtained over 73 percent of their outstanding borrowed capital from the banks for coop-
eratives. Sixty-eight percent of total outstanding borrowed capital of all cooperatives
except the 100 largest at the close of fiscal year 1970 was obtained from the banks for
cooperatives. These figures show that the banks for cooperatives increased their
proportion of borrowed capital with the smaller cooperatives between 1970 and 1976, but
that the 100 largest obtained a smaller percentage of their total borrowings from the
banks for cooperatives in 1976 than in 1970 (table 120). Ninety-one of the 100 largest
cooperatives had loans outstanding with the cooperative banks at the close of fiscal year
1976 (table 122).
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Table 121—Sources of borrowed capital of farmer marketing and supply cooperatives, by asset size of cooperatives,
based on amounts outstanding at close of fiscal year 1976

Total borrowed capita! obtained from—
Total
Cooperatives by size of assets borrowed Banks c | Leases and Oth
and number capital for orr! S industrial ther Insurance Other
mercial of debt coopera- .
coopera- L revenue X companies | sources
N banks securities tives
tives bonds
Mitlion . Percent
dollars B
Largest10 ............... 1,941 46.6 10.1 26.4 8.3 0.9 7.1 0.6
Next largest90 ............ 2,195 65.9 9.9 19.3 1.8 1.0 .2 1.9
Largest 100 .............. 4,136 56.9 10.0 22.7 4.8 .8 3.4 1.3
All5795 ................ 6,149 62.2 9.5 18.9 3.6 1.9 ! 3.9
5,795 minus 100 largest ... ... 2,013 73.2 8.5 11.1 1.0 4.0 ! 2.2

lBcrrowings from insurance companies were not tabulated separately for any cooperatives except the 100 largest; all other
cooperatives borrowings from insurance companies were included with other sources.

Table 122—Number of the 100 largest farmer marketing and supply cooperatives, by major function, with any borrowed capital
from specified sources outstanding at the close of fiscal year 1976

Cooperatives with any borrowed capital from-—
Total Banks Leases and
. . Com- Issuance . . Other
Major function number of for . industrial Other
3 mercial of debt coopera-
cooperatives coopera- . revenue . sources
K banks securities tives
tives bonds
-------------------------------- Number-----«-veeveeenonaaaaan..
Farmsupply .............. 14 13 4 7 6 3 6
Marketing . ............... 60 53 22 35 11 6 21
Marketing/supply . .......... 26 25 13 21 7 5 16
Total .................. 100 91 39 63 24 14 43

The 10 largest cooperatives obtained less than 47 percent of their total borrowed
capital outstanding at the close of fiscal year 1976 from banks for cooperatives. The next
largest 90 obtained 66 percent from the cooperative banks, and all 5,695 cooperatives
(5,795 minus the 100 largest) obtained over 73 percent from this source (table 121).

Some of the 100 largest cooperatives had credit needs over or near the maximum
credit limit of the banks for cooperatives in 1976. This limit is roughly 50 percent of the
combined net worth of all the banks for cooperatives and was likely a major factor with
at least a few of the largest cooperatives when they were looking for additional sources of
borrowed capital and also when planning their future capital needs.

The largest 10 cooperatives accounted for most of the borrowed funds from
insurance companies, capitalized leases, and industrial revenue bonds. Debt securities also
accounted for a larger percentage of total borrowed capital of the largest 10 than for the
next largest 90 or the other 5,695 cooperatives. Over 80 percent of the debt securities of
all 5,795 cooperatives outstanding in 1976 were issued by the 100 largest cooperatives.

Outstanding debt securities have been sold outright by a few cooperatives to mem-
bers, patrons, and outsiders. However, some debt paper outstanding in 1976 was patron-
age related—issued as patronage refund or per unit retain paper to patrons only. Some of
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Table 123—Sources of borrowed capital for the largest marketing and marketing/supply cooperatives, by principal products

marketed, based on amounts outstanding at the close of fiscal years 1976, 1970 and 1962

Percentage of total borrowed capital obtained from—
Principal product Coopera- Total Banks l.eases and
. borrowed Com- Issuance 3 R Other
marketed and year tives R for . industrial Other
capital mercial of debt coopera-
coopera- L revenue . sources
k banks securities tives
tives bonds
Number Million il Percent ------------=cc-rmren-e-
dollars
Diversified:
1876 . ... 11 1,290 43.2 5.7 40.6 3.5 0.4 6.6
1970 .. .. 14 655 54.5 7.2 35.9 2 2 2.4
1962 .. vt 14 238 40.2 7.8 441 2 2 7.9
Cotton and cotton products
1976 . oo e 5 157 57.6 34.1 5.1 0 3 3.2
1970 ... . 6 24 84.5 3 3 2 2 15.5
1962 . ... i 6 25 66.2 24.8 3.8 2 2 5.2
Dairy products:
1976 . v 22 300 63.8 9.4 20.7 1.3 2 4.6
1970 .. .. 19 162 49.9 9.2 33.0 2 2 7.9
1962 . ... i it 19 72 374 6.5 51.0 2 2 5.1
Fruits and vegetables:
1976 ... .o i 15 557 70.7 14.1 13.0 .5 4 1.3
1970 ... . e 18 319 67.7 16.4 13.0 2 2 2.9
1962 ... v i v 16 1156 36.9 9.0 46.5 2 2 7.6
Grain, soybeans, and products:
1976 .. . i 21 769 64.8 4.1 25.4 3.0 2.3 4
1970 ... 14 218 78.9 3.1 16.3 2 2 1.7
1962 .. i 14 17 87.0 .6 10.7 2 2 1.7
Poultry products:
1976 .. ... i 3 19 51.7 48.0 1 0 0 .2
1970 .. ... e 3 16 51.3 48.0 3 z z 7
1962 . ... i 3 6 68.7 14.7 3 2 2 16.6
Rice:
1976 .. . .. 4 62 84.6 14.8 6 0 0 0
1970 . ... i 4 23 85.1 10.5 3 2 i 4.4
1962 .. i i i 4 7 711 28.2 7 2 2 0
Other products
1976 ... . v 5 162 76.4 16.5 6.0 .6 0 .5
1970 .. 6 20 68.5 15.8 9.7 B ? 6.0
1962 ... 6 25 36.7 48.3 10.3 2 2 4.7
Total
1976 ... .. 86 3,316 57.8 9.4 26.3 2.3 7 3.5
1970 . ... .. 84 1,437 61.8 9.3 25.6 2 2 3.3
1962 ... .o i iiii i 82 605 49.8 9.2 34.9 2 2 6.1

! 1ncluded are the marketing and marketing/supply cooperatives of the 100 largest cooperatives for each year.

2For 1970 and 1962 the loans from "‘other cooperatives’” and '‘leases’’ were not reported separately but were included in “‘oth
sources.” A combination of the “other cooperatives,’”’ '‘leases’” and "‘other sources” for 1976 will give a comparable total to the 197

and 1962 ‘‘other sources’’ total.

3 Less than 0.05 percent.



this patronage-related debt paper was being handled on a revolving basis, by action of the
board or bylaw requirements, and was equivalent to equity capital except that it carried a
maturity date. Some was issued to members only, as finance fund certificates, building
bonds, debenture bonds, or certificates of indebtedness. Other debt paper was in the form
of short-term or demand notes, generally sold to members only, with interest rates close
to those charged the cooperatives by banks for borrowed funds.

Use of debt securities provides funds that are usually junior in security to bank
loans. So, issuing this type of debt paper can make continued borrowing from banks eas-
ier for some cooperatives. Issues of debt securities by the cooperatives were sometimes for
longer time periods than bank loans, allowing the cooperatives to schedule a range of
maturities for their long-term debt.

The share of cooperative credit supplied by commercial banks, about 10 percent,
has not changed a great deal over the years, and does not vary significantly between large
and small cooperatives.

The amount of borrowed capital used by some of the largest cooperatives has
become large enough that the cooperatives and their creditors probably prefer the use of
several sources of credit. The greater use of debt securities, leases, industrial development
bonds, and insurance companies as additional sources of capital shows the broader range
of sources available to large cooperatives. The use of sources other than the banks for
cooperatives will probably increase as long as cooperatives continue to rapidly increase
their use of borrowed capital.

Those among the entire group of 5,795 cooperatives with borrowed capital out-
standing at the close of fiscal year 1976 used an average of 1.7 credit sources. An average
of 2.7 credit sources was used by each of the 100 largest cooperatives—another indication
of the broader use of credit sources by the large cooperatives.

Table 120 shows sources of borrowed capital for the 100 largest cooperatives based
on amounts outstanding at the close of fiscal years 1976, 1970 and 1962, by major func-
tion of the cooperatives. Table 122 shows, by major function, the number of cooperatives
using each source of credit in 1976.

The farm supply cooperatives acquired a higher percentage of their borrowings
through leases and industrial revenue bonds. The combination marketing and supply

Table 124—Number of the 86 largest farmer marketing and marketing/supply cooperatives, by principal products marketed,
with any borrowed capital from specified sources outstanding at the close of fiscal year 1976

Cooperatives with any borrowed capital from—
Total
L Banks Leases and
Principal product marketed number.of for Com’- Issuance industrial Other Other
cooperatives mercial of debt coopera-
coopera- . revenue X sources
. banks securities tives
tives bonds
----------------------------- Number - -« --eemeemme i
Diversified . ............... 11 1 7 1 4 1 7
Cotton and cotton products .. .. 5 5 2 2 0 1 2
Dairy products . ............ 22 17 9 13 5 2 15
Fruits and vegetables . ........ 15 14 5 10 3 3 5
Grain, soybeans and products . . . 21 21 4 16 5 4 6
Poultry products . .......... 3 3 2 1 0 0 1
Rice ......... ... . ... ... 4 4 3 1 0 0 0
Otherproducts ............. 5 3 3 2 1 ] 1
Total .................. 86 78 35 56 18 11 37




Table 125—Sources of borrowed capital for the 100 largest farmer marketing and supply cooperatives, by farm credit districts,
based on amounts outstanding at the close of fiscal years 1976, 1970 and 1962

Percentage of total borrowed capital obtained from—
Coopera-
Farm credit district ti\f:es ok Banks Leases and
R borrowed Com- Issuance . " Other
and year with R for X industrial Other
capital mercial of debt coopera-
borrowed coopera- L revenue K sources
. , banks securities tives
capital tives bonds
Number Million et Percent---=--------c-c--e-mnon
dollars
Springfield:
1976 . . v 5 339 321 5.0 57.0 2.9 1.5 1.5
1970 . ..t 8 243 36.2 9.8 51.3 ! ! 2.7
1962 . .. 6 93 16.8 9.1 68.3 ! ! 5.8
Baltimore:
1976 . . vt e 5 86 56.6 2 27.5 10.9 4.3 .7
1970 .. e 7 69 75.1 3.3 19.1 ! ! 2.5
1962 ... e 6 32 64.4 2.7 22.4 ! ! 10.5
Columbia:
1976 .. i i it 9 302 77.7 1.9 14.4 4.6 A 1.3
1970 ... . e 9 126 84.4 4.8 9.2 ! ! 1.6
1962 ... e 8 49 64.5 229 10.0 ! ! 2.6
Louisville:
1976 i i 9 236 50.4 11.3 27.0 1.0 6.0 4.3
1970 .. e, 9 146 60.8 9.4 26.3 ! ! 3.5
1962 .. i 9 49 52.3 2.2 37.9 A ! 7.6
New Orleans:
1976 .. o i i s 3 199 84.4 2.2 5.5 5.7 0 2.2
1970 i 4 78 75.9 A 16.4 ! ! 7.6
1962 . i it 4 15 94.2 1.3 4.0 i ! .5
St. Louis:
1976 . .. i 13 1,324 38.0 9.6 33.2 8.0 4 10.8
1970 .. i 11 342 51.8 13.6 31.5 ! ! 3.1
1962 . v i ittt 11 162 51.9 2 43.0 ! ! 5.1
St. Paul:
1976 v v i 13 516 76.1 6.5 7.3 7.5 1.7 .9
1970 ... . i 1 144 62.9 4.2 26.7 ! ! 6.2
1962 ..o ii i 11 93 63.0 1.5 225 i ! 13.0
Omaha and Wichita
1976 . oo it e 6 218 71.0 3.1 23.4 2.3 0 .2
1970 . ... e 5 88 88.8 2 7.2 ! ! 4.0
1962 ..ot 4 22 83.3 7 11.0 ! ! 5.0
Houston:
1976 ... oo s 7 140 80.3 1.9 11.2 A 2 6.5
1970 .. e 6 79 82.2 2 7.5 ! ! 10.3
1962 . ..o i i 6 27 66.8 8.0 16.4 ! i 8.8
Sacramento:
1976 . . oot e 23 662 65.1 27.9 4.6 4 .3 1.7
1970 . ... i 20 262 69.5 249 1.2 ! b 4.4
1962 ... . e 19 110 44.8 26.9 18.4 b i 9.9
Spokane:
1976 ... 7 114 69.3 4.2 24.5 0 0 2.0
1970 ... e e 6 106 54.3 14.8 30.0 ! ! .9
1962 .. . 3] 35 30.0 5.0 64.1 ! ! .9
Total
1976 .. i i i e 100 4,136 56.9 10.0 22.7 4.8 .9 4.7
1970 v e 96 1,683 62.0 10.7 23.4 ! ! 3.9
1962 ... v i i 90 677 50.5 8.4 34.0 ) i 7.1

! For 1970 and 1962 loans from ‘‘other ccoperatives’’ and leases were not reported separately but were included in "‘other sources.”’
2 { ess than 0.05 percent.
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Table 126—Number of the 100 largest farmer marketing and supply cooperatives, by farm credit districts, with any borrowed

capital from specified sources outstanding at the close of fiscal year 1976

Cooperatives with any borrowed capital from—
Total
Farm credit districts number of Banks Com- Issuance I...eases a.nd Other
. for N industrial Other
cooperatives mercial of debt coopera-
coopera- i revenue X sources
. banks securities tives
tives bonds
-------------------------------- Number-----cccommmennen L.

Springfield . .............. 5 5 2 4 1 1 3
Baltimore ................ 5 3 1 5 2 1 2
Columbia ................ 9 9 1 4 2 2 4
Louisville ................ 9 9 3 5 2 3 4
New Orleans .............. 3 3 2 2 1 0 2
St.Louis ................. 13 13 4 10 3 2 5
St.Paul .................. 13 11 6 9 8 2 8
Omaha and Wichita .......... 6 6 2 3 2 0 1
Houston ................. 7 7 2 5 1 1 3
Sacramento . .............. 23 18 14 1 2 2 7
Spokane ................. 7 7 2 5 0 0 4
US.Total ............... 100 91 39 63 24 14 43
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group acquired a higher percentage through issuance of debt securities than the other two
functional groups. However, large borrowings from specific sources by a few very large
borrowers contributed very significantly to the borrowing patterns.

Tables 123 and 124 provide data on sources of borrowed capital for the large
marketing and marketing/farm supply cooperatives by principal product marketed, and
tables 125 and 126 provide data for all 100 marketing and supply cooperatives by farm
credit districts. The cooperatives making up the 100 largest group were not the same for
the 3 survey years (1976, 1970, and 1962), and each commodity and district classification
contained only a limited number of the 100 largest cooperatives. Therefore, borrowing
patterns for these small groups may not be representative of all large cooperatives, and
should be used in conjunction with the figures presented in section I of this report for all
5,795 cooperatives.

Net Savings And Losses

Combined net savings and losses of the 100 largest farmer marketing and supply
cooperatives for their 1976 fiscal years amounted to almost $893 million. This figure
represents 48 percent of combined net savings and losses for all 5,795 cooperatives for the
year. These are all gross figures; intercooperative distributions have not been eliminated.
See the chapter on net savings and losses in section I of this report for an overall estimate
of intercooperative distribution of patronage refunds and for a general discussion on
actual savings provided members and patrons by farmer cooperatives.

If $87.5 million in qualified per unit capital retains allocated to patrons of the 100
largest cooperatives, but fixed without reference to net savings, is added to the $893
million net savings figure, the 100 cooperatives had $980 million for distribution to mem-
bers and patrons, based on the fiscal year’s business. These figures do not include patron-
age refunds or per unit retains refunded to patrons during the year as payments from
revolving funds allocated in previous years.



Tables 127, 128, and 129 show how the 100 largest cooperatives distributed their
1976 net operating results. In table 127 the cooperatives were classified by major function,
in table 128 by principal product marketed, and in table 129 by geographic location based
on farm credit districts. Some columns in these tables show negative balances because 7
of the 100 cooperatives reported net losses for the year. The losses amounted to $17
million. This $17 million loss was subtracted from net savings of $910 million reported by
the 93 cooperatives with savings to arrive at the $893 million net figure. Thus, the $893
million of net savings and losses for 1976 reflects operating losses incurred as well as
savings realized by the 100 cooperatives.

Tables 127, 128, and 129 also show amounts and distribution of net operating
results of the large cooperatives for their 1970 and 1962 fiscal years, for comparison

Table 127—Distribution of net operating resuits by the 100 largest farmer marketing and supply cooperatives,
by major function and income tax status, fiscal years 1976, 1970 and 1962'

Percentage of total net savings and losses distributed as—

Total
) . net Patronage r?fund? on current Dividends
Major function, year, and Coopera- . year’s business
. . savings and
income tax status tives b Unallocated interest Income
Paid Allocated reserves ) taxes®
losses in on ec!uny
cash | Qualified | Nonquatified capital
Million
Number doflars T TTTTTTTTTTiTTrTeoos Percent -«---=-<----s--soc-cemonn
Farm supply:

1976 . v v i e 14 289 42.2 48.3 0.7 3.9 0.7 4.2
Section 521 .. .......... 0 0 0 0 0 0 0 0
Nonsection 521 ......... 14 289 42.2 48.3 7 3.9 7 4.2

1970 .ot it i e 16 75 49.4 324 3 6.2 2.8 9.2

1962 ..o i it i e 15 42 28.6 53.5 3 6.6 3.9 7.4

Marketing:

1976 .. i i i e 60 227 72.3 19.2 1.2 23 3.0 2.0
Section521 . ........... 30 139 85.6 8.0 4 1.8 3.9 3
Nonsection 521 . ........ 30 88 51.4 36.8 2.6 2.9 1.6 4.7

1970 . v i i 62 95 72.2 22.4 b (1.5) 5.8 1.1

1962 .. v it i 61 140 62.6 30.5 3 7 5.1 1.1

Marketing/supply:

1976 o0 vt e i 26 377 29.9 42,1 4 11.9 4.0 121
Section 521 .. .......... 6 71 21.2 59.7 0 3.5 12.0 3.6
Nonsection 521 ......... 20 306 32.0 38.1 4 13.8 2.1 14.0

1970 ..ot 22 83 321 49.2 3 (3.3) 121 9.9

1962 ... i e e 21 63 16.1 58.8 B 23 15.7 7.1

Total:

1976 . it 100 893 44.7 38.3 .5 6.9 2.6 7.0
Section 521 .......... 36 210 63.9 25.4 2 2.4 6.7 1.4
Nonsection 521 ........ 64 683 38.8 42.3 6 8.2 1.4 8.7

1970 .. i 100 253 52.3 34.1 3 .2 7.0 6.4

1962 .. v i it 97 245 44.8 41.7 3 2.1 7.6 3.8

! These are gross figures, intercooperative distributions have not been
net savings of $910 million for 93 cooperatives and net fosses of $17 m
savings of $273 million for 92 cooperatives and net losses of $20 million for the other 8 cooperatives. For 1962, it

eliminated. For fiscal year 1976, this table includes combil
illion for the other 7 cooperatives. For 1970, it includes
includes net losse:

3 cooperatives totaling $320,400. Per unit retains fixed without reference to net savings are not included. Data on income tax sta

were not collected for fiscal years 1970 and 1962.

2 ncludes Federal and State income taxes; operating statements of many cooperatives do not list them separately.
3 Nonqualified allocations were not shown separately for 1970 and 1962, they were included with qualified allocations.

4 Less than 0.05 percent.
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purposes. Of the 100 largest cooperatives in 1970, 92 had net savings of $273 million and
8 had net losses of $20 million. Of the 97 cooperatives included in the study for 1962, 94
had net savings of almost $245 million and 3 had net losses of $320,000.

Nearly half the net operating results of all 5,795 cooperatives operating in 1976 was
reported by the 100 largest cooperatives. Therefore, their distribution pattern did not
differ a great deal from that for all cooperatives. Table 130 shows the 1976 net operating
results and how they were distributed by the 100 largest cooperatives, compared with the

latgest 10, the next largest 90, all 5,795, and 5,695 cooperatives (all cooperatives except
the 100 largest).

Table 128—Distribution of net operating results by the 86 largest farmer marketing and marketing/supply cooperatives,
by principal products marketed and income tax status, fiscal year 1976!

Percentage of total net savings and losses distributed as—
Total
Patronage refunds on current -
L net . . Dividends
Principal product and Coopera- N year’s business
. . savings and
income tax status tives d Unallocated interest Income
= Paid Allocated reserves \nteres taxes’
losses in on equity
cash | Qualified | Nonqualified capital
Number Million = N ... Percent - - - --v-eeemmn L.
dollars
Diversified ............... 11 241 29.0 42.2 3 10.5 4.9 13.4
Section 521 ............. 4 65 20.8 58.4 0 3.8 13.1 3.9
Nonsection 521 . ......... 7 176 32.0 36.3 3 12.8 1.9 17.0
Cotton and products . ....... 5 37 114.5 (2.0) 0 {(12.6) 0 .1
Section521 ............. 4 43 96.3 3.6 0 3 0 A
Nonsection 521 ., ... ...... 1 (6) 22.0 (39.7) 0 (82.3) 0 0
Dairy products ............ 22 36 215 57.5 0 13.5 1.8 5.7
Section521 ............. 1 7 (5.5) 70.3 0 31.6 3.6 0
Nonsection 521 . ,........ 1 29 28.4 54.3 0 8.8 1.4 7.1
Fruits and vegetables ........ 15 51 93.0 3.1 1.6 (0.3) 2.3 .3
Section521 ............. 7 24 85.7 5.3 2.1 1.1 5.1 .7
Nonsection 521 .......... 8 27 99.3 1.1 1.1 (1.5) 0 B
Grain ...........0..... 21 163 29.6 441 0 13.9 3.1 9.3
Section 521 ............. 2 12 75.6 16.5 0 0 6.7 1.2
Nonsection 521 .......... 19 151 26.0 46.3 0 15.0 2.7 10.0
Poultry products . .......... 3 6 19.9 79.3 0 .3 4 A
Section521 . ............ 1 5 19.9 79.6 0 0 .5 0
Nonsection 521 .. ,....... 2 1 19.5 78.0 0 1.9 0 6
Rice ................... 4 16 84.2 3.0 0 0 12.8 0
Section821 ............. 4 16 84.2 3.0 0 0 12.8 0
Nonsection521 . ......... ¢4} 0 0 0 0 0 0 0
Other products ............ 5 54 85.5 4.2 3.7 4.0 2.2 .4
Section 521 ............. 3 38 93.3 3.5 0 3 3.2 0
Nonsection 621 . ......... 2 16 66.9 6.0 125 13.3 0 1.3
Total ................. 86 604 45.9 33.5 .5 8.2 3.6 8.3
Section521 ............ 36 210 63.9 25.4 .2 2.4 6.7 1.4
Nonsection 521 . ........ 50 394 36.3 37.9 6 113 1.9 12.0

! These are gross figures, intercooperative distributions have not been eliminated. Per unit capital retains fixed without reference to
net savings are not included.

? Includes Federal and State income taxes; operating statements of many cooperatives do not list them separately.
? Less than 0.05 percent.
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Table 129—Distribution of net operating results by the 100 largest farmer marketing and supply cooperatives, by farm credit district

and income tax status, fiscal years 1976, 1970 and 1962'

Percentage of total net savings and losses distributed as—

Total
Patronage refunds on current -
Farm credit district, year, and Coopera- n.et year's business Dividends
R . savings and
income tax status tives and Unallocated interest Income
Paid Allocated reserves X taxes®
losses in on eq.unty
cash Qualified | Nongualified capital
Number Mittion 0 M o G..B_ Percent-------=c-sccccccaoons
dollars
Springfield:

1976 ... i i s 5 52 24.9 (0.3) 0 34.7 7.2 33.5
Section 521 .. ......... 4 10 90.0 (1.5) 0 11.56 0 0
Nonsection 521 ........ 1 42 9.0 0 0 43.3 6.0 41.7

1970 . vttt 8 19 56.7 4 3 12.5 121 18.7

1962 .. .. i vt 7 42 62.0 24.3 3 .8 7.8 5.1

Baltimore:

1976 . . . it 5 27 27.2 41.9 0 16.8 5.6 8.5
Section 521 . .......... 3 7 416 84.2 0 {26.1) 3 0
Nonsection 521 . ....... 2 20 221 27.0 0 32.0 7.5 114

1970 ... e 7 12 22.0 39.0 3 129 20.7 5.4

2 < 7 6 30.0 325 3 .8 35.8 .9

Columbia:

1976 . ... v i it 9 97 47.7 33.6 3 5.4 8.0 5.0
Section 521 .. ......... 2 49 17.5 57.2 0 5.0 15.2 5.1
Nonsection521 . ....... 7 48 78.1 9.9 .6 5.7 7 5.0

1970 ... i i i 10 24 45.4 38.3 3 1.4 11.7 3.2

1962 ... i i 9 17 62.6 31.6 3 (0.4) 5.7 .5

Louisville:

1976 .. .. v ittt 9 73 24,7 41.1 0 18.1 2.6 13.5
Section521 ........... 2 8 19.9 32.4 0 47.7 0 0
Nonsection521 ........ 7 65 25.4 42.1 0 14.7 2.8 15.0

1970 . . ... i e 9 10 223 63.5 3 (11.2) 19.4 6.0

1962 .o v it i 9 7 3.2 62.3 3 3.9 25.4 5.2

New Orleans:

1976 .. ... i 3 59 69.6 23.2 0 3.4 1.6 2.2
Section 521 ........... 2 16 31.1 62.1 0 0 6.1 7
Nonsection 521 .. ...... 1 43 83.4 9.3 0 4.5 0 2.8

1970 . e 4 11 71.5 241 3 (4.7) 6.5 2.6

1962 ... v i 4 10 35.4 47.6 3 4.1 2.0 3.9

St. Louis:

1976 .0 v i 13 298 40.5 48.8 0 2.8 1.2 6.7
Section 521 . .......... 2 21 91.2 2.2 ] 0 6.6 0
Nonsection 521 ........ 11 277 36.8 52.3 0 3.0 .7 7.2

1970 ... e, 11 59 49.9 21.5 3 11.9 6.1 10.6

1962 . ... i it i i 11 33 28.5 51.4 3 3.2 7.9 9.0

St. Paul:

1976 . .. e 13 95 21.3 68.5 2.1 4.6 .5 3.0
Section 521 . .......... 5 6 211 63.0 0 8.9 4.6 24
Nonsection 521 ........ 8 89 21.4 68.9 2.2 4.3 2 3.0

1970 ... . e 12 46 213 68.1 3 5.7 1.1 3.8

1962 . ... it 12 27 10.9 81.4 3 2.6 2.9 2.2

{Continue



Table 129—Distribution of net operating results by the 100 largest farmer marketing and supply cooperatives, by farm credit district
and income tax status, fiscal years 1976, 1970 and 1962—Continued

Percentage of total net savings and losses distributed as—

Total
A Patronage refund.s on current Dividends
Farm credit district, year, Coopera- e Vings year's business and
and income tax status tives Unallocated . Income
and . interest 2
Paid Allocated reserves . taxes
losses in on equnty
cash Qualified | Nongqualified capital
Number Million Al Percent - - - -« -cmeeen L.
dollars
Omaha and Wichita:

1976 . .. ... 6 43 27.5 56.9 0 1.1 2.5 2.0
Section 521 .. .......... 0 0 0 0 0 0 0 0
Nonsection 621 .. ....... 6 43 27.5 56.9 0 1.1 2.5 2.0

1970 ... ... Lo, 5 17 23.0 55.8 3 12.4 3 8.5

1962 . ... ... L. 5 18 293 51.6 3 5.5 6.5 7.1

Houston:

1976 ... ... L. 7 10 76.2 55.9 0 (39.6) 0 7.5
Section521 ............ 3 5 72.6 27.4 0 0 0 0
Nonsection 521 , . ....... 4 5 80.6 90.4 0 (87.8) 0 16.8

1970 ... ..o, 6 8 50.9 57.3 3 (9.9) 1.6 A

1962 ... .. L. 6 9 249 66.6 B 1.0 6.6 .9

Sacramento:

1976 .. ... ... . 23 121 89.8 6.1 2.1 (1.1) 2.2 9
Section521 . ... ........ 12 88 93.9 21 .5 3 3.0 .2
Nonsection 521 . ........ 11 33 79.2 171 6.0 (5.1) 0 2.8

1970 . ... 22 52 91.9 6.4 B (5.5) 5.7 1.5

1962 ... ... ... ... 21 67 69.9 22.1 3 1.9 4.4 1.7

Spokane:

1976 .. ... .. ... ... ..., 7 18 23.4 37.2 0 34.1 .3 5.0
Section521 . ........... 1 § 96.4 0 o} 0 2.0 1.6
Nonsection 521 .. ....... 6 18 23.2 37.3 0 34.2 3 5.0

1970 .. ... 6 (5) 52.8 35.5 3 (192.2) 3.1 .8

1962 . ... ..., 6 9 9.5 72.6 3 6 16.3 1.0

Total:

1976 ... ... ... 100 893 44.7 38.3 .5 6.9 2.6 7.0
Section 521 .. ........ 36 210 63.9 25.4 .2 2.4 6.7 1.4
Nonsection 521 ... ..... 64 683 38.8 42.3 6 8.2 1.4 8.7

1970 ..., 100 253 52.3 34.1 3 .2 7.0 6.4

1962 . ............... 97 245 44.8 41.7 3 2.1 7.6 3.8

' These are gross figures, intercooperative distributions have not been eliminated. For fiscal year 1976, this table includes combined
net savings of $910 million for 93 cooperatives and net losses of $17 miltion for the other 7 cooperatives. For 1970, it includes net
savings of $273 million for 92 cooperatives and net losses of $20 million for the other 8 cooperatives. For 1962, it includes net losses of

3 cooperatives totaling $320,400. Per unit retains fixed without reference to net savin
were not collected for fiscal years 1970 and 1962.
% Includes Federal and State income taxes; operating statements of many coo
3 Nongqualified allocations were not shown se

“ Less than 0.05 percent.
* Less than $500,000.
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Table 130—Distribution of net operating resuits by farmer marketing and supply cooperatives, by asset size
of the cooperatives, fiscal year 1976'

Percentage of total net savings and losses distributed as—
Total
R Patronage refunds on current Divid
Cooperatives by size of assets . year's business VigERgs
savings and
and number Unallocated = fncome
and g interest
Paid Allocated reserves . taxes?
losses in on equity
cash | Qualified | Nonqualified capital
1,000 . P
I R ARt A TR ErCeNt-~-=-=--n-cs-s-ecsaccocacn
Largest 10 .. ... 415,184 31.1 47.5 0.5 8.2 25 10.2
Nextlargest90 ............ 477,664 56.5 30.2 .6 5.7 2.8 4.2
Largest100 . ............. 892,848 44.7 38.3 5 6.9 2.6 7.0
AllS795 ...... .. 1,843,961 39.9 44 .4 .5 7.1 2.2 5.9
5,795 minus 100 largest ... .. 951,113 35.4 50.1 .5 7.3 1.8 4.9

! These are gross figures, intercooperative distributions have not been eliminated. Per unit capital retains fixed without reference to

net savings are not included. Includes net losses as well as net savings.
2 1ncludes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

The 100 largest cooperatives, with combined net savings and losses of $893 million,
distributed over 83 percent as patronage refunds on the current year’s business—almost 45
percent in cash and over 38 percent as allocated equity capital. They used less than 3

percent to pay dividends on equity capital, 7 percent to pay Federal and State income
taxes, and retained the remaining 7 percent as unallocated reserves.

The largest 10 cooperatives accounted for over 22 percent of total net savings and
losses of all 5,795 cooperatives. These 10 cooperatives distributed 31 percent of their total
net savings and losses of $415 million as cash patronage refunds on the current year’s
business, 48 percent as allocated patronage refunds, and 2.5 percent as dividends on
equity capital. They kept 8 percent as unallocated reserves and used the remaining 10
percent to pay Federal and State income taxes.

The next largest 90 cooperatives distributed over 56 percent as cash patronage
refunds on the current year’s business, almost 31 percent as allocated patronage refunds,
and nearly 3 percent as dividends on equity capital. They kept almost 6 percent as
unallocated reserves and used the other 4 percent to pay income taxes.

Tables 127, 128, and 129 also show distribution of net operating results of the 100
largest cooperatives for fiscal year 1976 by Federal income tax status of the cooperatives.

The 36 cooperatives operating under section 521 of the Internal Revenue Code had
combined net savings and losses of $210 million. They distributed 64 percent of this as
cash patronage refunds and an additional 26 percent as allocated patronage refunds.
Nearly 7 percent was used to pay dividends on equity capital and 1.4 percent for income
taxes, leaving only 2.4 percent of net operating results for additions to unallocated reserve
accounts of the 36 section 521 cooperatives.

The 64 large cooperatives without section 521 Federal income tax status had
combined 1976 net operating results of $683 million. Almost 39 percent of this was
distributed to patrons as cash patronage refunds and 43 percent as allocated patronage
refunds. These 64 cooperatives paid Federal and State income taxes amounting to almost
9 percent of their net operating results. They paid dividends on equity capital of only 1.4
percent of their net savings and losses and kept over 8 percent as unallocated reserves.
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Distribution of Net Savings

Ninety-three of the 100 largest farmer marketing and supply cooperatives had ne
savings for fiscal year 1976. How these savings were distributed is shown in figure 12 anc
in tables 131 through 134. The seven cooperatives with net losses for fiscal year 1976 were
excluded in tabulating these figures. Per unit capital retains, fixed without reference to ne
savings by 33 of the 93 cooperatives with net savings for the year, were also excluded.

Combined net savings for the 93 cooperatives for their fiscal years ending in 197¢
amounted to $910 million. About 83 percent of this was distributed to patrons as patron-
age refunds on the current year’s business—over 44 percent in cash and almost 39 percent
as allocated equity capital. Less than 3 percent was used to pay dividends on equity
capital and almost 7 percent was used to pay Federal and State income taxes. The
remaining 8 percent was retained by the 93 cooperatives as unallocated reserves.

Table 131—Distribution of net savings by the 100 largest farmer marketing and supply cooperatives with savings,
by major function and income tax status, fiscal years 1976, 1970, and 1962

Percentage of total net savings distributed as—
) ) CoF)pera- Patronage re'zfund.s on current Dividends
Major function, year, and tives year's business
income tax status with Total Unallocated . and Income
. net . interest 2
savings ) Paid Allocated reserves X taxes
savings in on egunty
cash | Qualified | Nonqualified capital
Number O e e e e me e en e Percent - - -----cconoi Ll
dollars
Farm supply:

1976 . ... ... ... ... 14 289 42.2 48.3 0.7 3.9 0.7 4.2
Section521 . ........... ¢} 0 0 0 ¢} 0 0 0
Nonsection 521 .. ... .... 14 289 42.2 48.3 7 3.9 7 4.2

1970 ... ... ... ... 15 77 48.4 31.7 3 8.2 2.7 9.0

1962 . ... ... ... 14 42 28.6 63.5 e 6.6 3.9 7.4

Marketing:

1976 ... ... 53 244 68.9 19.5 1.2 5.4 2.8 2.2
SectionB21 ............ 26 148 84.0 8.7 3 3.0 3.7 3
Nonsection 521 ., . ....... 27 96 46.0 35.9 24 9.2 1.4 5.1

1970 ... ... . 57 105 69.1 20.0 3 4.7 5.1 1.1

1962 .................. 59 140 62.6 30.5 3 7 5.1 1.1

Marketing/supply:

1976 . ... .. i 26 377 29.9 42.1 N 1.9 4.0 121
Section521 ............ 6 70 21.2 59.7 0 3.5 12.0 3.6
Nonsection 521 . ........ 20 307 32.0 38.1 N 13.8 21 14.0

1970 ... ... L. 20 a1 26.8 44.8 3 8.5 10.9 3.0

1962 ........... ... ..., 21 63 16.1 58.8 B 2.3 15.7 71

Total:

1976 ... .. ... .. 93 910 44.4 38.0 .5 7.6 2.6 6.9
Section521 .. ........ 32 218 63.8 25.2 2 3.1 6.4 1.3
Nonsection 521 ........ 61 692 38.2 421 .6 9.0 1.4 8.7

1970 ... ... ..., 92 273 49,2 31.6 3 6.9 6.4 5.9

1962 ... ... ... 94 245 44.8 41.7 3 2.1 7.6 3.8

' Of the 100 largest cooperatives, 7 had net losses for 1876, 8 for 1970, and of the 97 operating in 1962, 3 had net losses, Only the
cooperatives with savings are included in this table. These are gross figures; intercooperative distributions have not been eliminated. Data
on income tax status were not collected for fiscal years 1970 and 1962,

? Includes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

3 Nonqualified allocations were not shown separately for 1970 and 1962, they were included with qualified allocations.
“ Less than 0.05 percent.
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Figure 12

100 Largest Farmer Marketing and Supply Cooperatives

Distribution of Net Savings

3.8
Federal and state 7 ,,7’ 5.9
income taxes 2.1 1
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///// interest on
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Figures in bars are percent of total net savings at close of fiscal years.
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Table 132—Distribution of net savings by the 86 largest farmer marketing and marketing/supply cooperatives, by principal
product marketed and income tax status, fiscal years 1976, 1970, and 1962!

Percentage of total net savings distributed as—

o Co?pera- Total Patronage rtlefund§ on current Dividends

Principal product marketed, year, tives net year's business and

and income tax status with . Unallocated . Income
R savings i interest N
savings Paid Allocated reserves K taxes
in on equity
cash | Qualified | Nonqualified capital
Nurnber Milliony o et Percent----------cecrmaaoann
dollars

Diversified:

1976 L 1 241 29.0 42.2 ‘ 10.5 4.9 13.4
Section 521 .. .......... 4 64 20.8 58.4 0 3.8 13.1 3.9
Nonsection 521 . ........ 7 177 32.0 36.3 4 12.9 1.9 16.9

1970 . .. 12 70 23.1 44.8 3 9.0 12.7 10.4

1962 .. v vt 14 52 18.7 54.8 3 2.0 16.5 8.0

Cotton and products:

1976 i i e 4 43 96.3 3.5 0 4 0 .2
Section 521 ............ 4 43 96.3 3.5 0 4 0 .2
Nonsection 521 . ........ 0 0 0 0 0 0 0 0

1970 . ... s 6 13 75.3 23.8 3 4 . 4

1962 . .. it 6 10 55.9 421 3 (.1) 2.1 4

{Continued)
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Table 132—Distribution of net savings by the 86 largest farmer marketing and marketing/supply cooperatives, by principal
product marketed and income tax status, fiscal years 1976, 1970, and 1962—Continued

Percentage of total net savings distributed as—
i Co9pera- Total Patronage rt'efund.s on current Dividends
rincipal product marketed, year, tives year's business
and income tax status with n.et Unallocated . _ Income
savings Savings | paig Allocated reserves |ntere§t taxes?
in on ec!unty
cash | Qualified | Nonqualified capital
Million
Number dollars T TTTTTTTTememermeseeaes Percent - - - --«-ceemmcaaaanaaaa.
Dairy products:

1976 . ... ..., 18 44 28.9 50.1 0 15.0 1.4 4.6
Section 521 ............ 7 16 29.8 42.6 0 26.0 1.6 0
Nonsection 521 ., ........ 11 28 28.4 54.3 0 8.9 1.3 741

1970 . ... . i 17 21 36.5 42.1 ’ 13.9 5.3 2.2

1962 .. ... ... 18 33 42.5 47.5 3 1.4 7.4 1.2

Fruits and vegetables

1976 . sfwn N0 00 gL R, 13 54 89.1 3.0 1.6 2.6 2.2 1.6
Section521 ............ 7 24 856.7 5.4 2.1 1.2 5.0 .6
Nonsection 521 ......... 6 30 91.7 1.0 1.1 3.8 0 2.4

1970 ... . i 16 32 89.6 1.5 3 2.2 5.3 1.4

1962 ... ..., 16 57 78.9 19.0 hy (.2 2.2 1

Grain:

1976 ... .. 21 163 29.6 a4.1 0 13.9 3.1 9.3
Section521 ............ 2 12 75.6 16.5 0 0 6.7 1.2
Nonsection 521 . ........ 19 151 26.0 46.3 0 15.0 2.7 10.0

1970 . ... o o, 13 28 30.9 50.8 3 9.6 4.8 3.9

1862 ... ... .. ... 13 24 325 47.2 £ 4.7 9.5 6.1

Poultry products:

1976 ... ..o 3 6 19.8 79.4 0 3 4 1
Section521 ............ 1 5 19.9 79.6 0 5 0
Nonsection 521 . ........ 2 1 19.56 78.1 0 1.9 5

1970 ... ... o 3 2 20.3 78.4 3 ‘ 1.3 4

1962 . ... ... .. . 3 5 .8 87.6 3 4 11.6 N

Rice:

1976 ... .. o 4 16 84.2 3.0 0 0 12.8 0
Section 521 ............ 4 16 84.2 3.0 0 0 12.8 0
Nonsection 521 . ........ 0 0 0 ] 0 0 0 0

1970 ... ... i 4 19 90.7 4.1 3 4 5.1 1

1962 . ... ... . ... 4 3 27.4 55.1 3 4 17.5 4

Other products:

1976 ... ... .. .. 5 54 85.5 4,2 3.7 4,0 2.2 4
Section521 . ........... 3 38 93.3 3.5 0 4 3.2 4
Nonsection 521 ......... 2 16 66.9 6.1 124 13.3 0 1.3

1970 ... i 6 12 72.7 16.6 3 .5 10.1 1

1962 . ... ... ... 6 19 75.5 18.1 3 4 6.4 4

Total:

1976 ... ... .. ... ... 79 621 45.3 33.2 .5 9.3 3.5 8.2
Section 521 ,......... 32 218 63.8 25.1 .2 3.2 6.4 1.3
Nonsection 521 .. ...... 47 403 35.3 37.6 .6 12.7 1.9 11.9

1970 ... 77 197 49.5 31.5 3 6.5 7.8 4.7

1962 ................ 80 203 48.2 39.3 3 1.2 8.3 3.0

' Of the 86 cooperatives, 7 had net losses for 1976; only the cooperatives with savings are included in this table. These are gros
figures; intercooperative distributions have not been eliminated. Data on income tax status were not collected for fiscal years 1970 anc
1962,

2 Includes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

3 Nonqualified allocations were not shown separately for 1970 and 1962, they were included with qualified allocations.
4 Less than 0.05 percent.
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Table 133—Distribution of net savings by the 100 largest farmer marketing and supply cooperatives with savings,
by farm credit district and income tax status, fiscal years 1976, 1970 and 1962!

Percentage of total net savings distributed as—

Patronage refunds on current .
. Total . . Dividends
Farm credit district, year, Coopera- net year’s business and

and income tax status tives savings Unallocated interest Income
Paid Allocated reserves A taxes®

in on eq‘uuty

cash | Quatified | Nonqualified capital
Number Mitlion ... Percent -------veemccacecaaaano-
dollars
Springfield:

1976 . .. i e 3 59 30.8 2.2 0 30.8 6.4 29.8
Section 521 ............ 2 17 85.4 7.5 0 0 7.1 0
Nonsection 521 . ........ 1 42 9.0 0 0 43.2 6.1 41.7

1970 ..ot i e 6 20 53.5 N 3 17.6 1.1 17.8

1962 .. i i e e 6 42 62.2 24.2 3 .8 7.7 5.1

Baltimore:

1976 .. v i e 4 29 25.5 39.2 0 221 5.3 7.9
Section521 ............ 2 9 329 66.8 0 0 3 0
Nonsection 521 . ........ 2 20 22.2 26.9 0 32.0 7.5 11.4

1970 o oot 7 12 22.0 39.0 3 129 20.7 5.4

1962 ..ttt e it 7 6 30.0 32.5 3 .8 35.8 9

Columbia:

1976 .. 0ottt e 9 97 47.7 33.6 3 5.4 8.0 5.0
Section521 . ........... 2 49 17.5 57.2 0 5.1 15.3 4.9
Nonsection 521 . ........ 7 48 78.0 9.8 7 5.7 .8 5.0

1970 ..ot 9 24 446 37.6 3 3.1 11.6 3.2

1962 ..o it i et 9 17 62.6 316 3 { .4) 5.7 .5

Louisville:

1976 ... it 8 73 24.7 41.3 0 18.0 2.6 13.4
Section 521 .. .......... 1 8 19.1 34.8 0 46.1 0 0
Nonsection 521 .. ....... 7 65 25.3 42.1 0 14.6 2.9 15.1

1970 ... i e 8 11 19.1 54.5 3 4.5 16.6 6.3

1962 ... i it 8 7 3.2 62.2 3 4.1 25.4 5.1

New Orleans:

1976 . ... .. i e 3 59 69.6 23.2 0 3.4 1.6 2.2
Section521 . ........... 2 15 31.0 62.1 0 0 6.2 .7
Nonsection 521 . ........ 1 44 83.3 9.3 0 4.6 0 2.8

1970 . ... i i 4 11 71.5 241 3 (4.7) 6.5 2.6

1962 ... .t 4 10 35.4 47.6 £ 4.1 9.0 3.9

St. Louis:

1976 ... ... e 13 298 40.5 48.8 0 2.8 1.2 6.7
Section 521 .. .......... 2 21 91.2 2.2 0 0 6.6 0
Nonsection 521 ......... 11 277 36.7 52.3 0 3.0 .8 7.2

1970 . ... oo i 11 59 49.9 21.5 2 11.9 6.1 10.6

1962 . ... .ot 10 33 28.5 51.3 3 3.3 7.9 9.0

St. Paul:

1976 ... ... i 13 95 21.3 68.5 2.1 4.6 .5 3.0
Section521 ............ 5 6 21.1 63.0 0 8.9 4.6 2.4
Nonsection 521 . ........ 8 89 213 68.8 2.3 4.3 .2 3.1

1970 . ... i e 1 47 21.3 67.9 3 6.1 1.0 3.7

1962 ... i i i 12 27 10.9 81.4 3 26 2.9 2.2

{Continue
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Table 133—Distribution of net savings by the 100 largest farmer marketing and supply cooperatives with savings,
by farm credit district and income tax status, fiscal years 1976, 1970 and 1962—Continued

Percentage of total net savings distributed as—
Patronage refunds on current
Farm credit district, year, Coopera- . \?ear's business Dividends
and income tax status tives n.et - Unallocated . and Income
savings Paid Allocated reserves interest 2
X taxes
. in on equity
cash | Qualified | Nonqualified capital
Million
Number dollars T TTTTTTTTTmecereeeeees Percent - -------emeniiiLL.
Omaha and Wichita:

1976 ... .. 6 43 275 56.9 0 1.1 2.5 2.0
Section 521 ............ 0 0 0 0 0 0 0 0
Nonsection 521 ,........ 6 43 27.5 56.9 0 11.1 25 2.0

1870 ... o 5 17 23.0 55.8 ’ 124 .3 8.5

1962 ... ... o 5 18 29.3 51.6 3 5.5 6.5 7.1

Houston:

1976 ... . e 6 16 40.7 50.0 0 4.4 0 4.9
Section 521 ............ 3 5 72.7 27.3 0 0 0 0
Nonsection 521 . ........ 3 1 23.6 62.2 0 6.8 0 7.4

1970 .. ..o 5 9 46.5 51.8 3 A 1.5 A

1962 ... ... 6 9 24.9 66.6 3 1.0 6.6 9

Sacramento:

1976 ... . e 21 123 88.2 6.0 2.0 .2 2.1 1.5
Section 521 . ........... 12 88 93.8 2.0 .6 3 3.0 .3
Nonsection 521 . ........ 9 35 74.2 15.9 5.6 {.3) 0 4.6

1870 . ... 21 60 86.5 5.5 3 1.8 4.9 1.3

1962 ... ... i 21 67 69.9 221 3 1.9 4.4 1.7

Spokane:

1976 ... ... ... L. 7 18 23.4 37.2 0 34.1 .3 5.0
Section 521 ............ 1 s 96.0 0 0 0 2.0 2.0
Nonsection 621 . ........ 6 18 23.2 37.3 0 34.2 3 5.0

1970 ... ... o 5 3 21.5 67.7 B 3.3 6.0 15

1962 ... ... ..., 6 9 9.5 72.6 B 6 16.3 1.0

Total:

1976 ... e 93 910 44.4 38.0 5 7.6 2,6 6.9
Section 521 . ......... 32 218 63.8 25,2 .2 3.1 6.4 1.3
Nonsection 521 . ....... 61 692 38.2 42.1 6 9.0 1.4 8.7

18970 . ... .. ... ... .. 92 273 49.2 31.6 3 6.9 6.4 5.9

1962 .. ... .. ... 94 245 44.8 41.7 3 2.1 7.6 3.8

' These are gross figures, intercooperative distributions have not been eliminated. Only those cooperatives with net savings each yeai
are included. Per unit capital retains fixed without reference to net savings are not included. Data on income tax status were no
collected for fiscal years 1970 and 1962.

?includes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

® Nonqualified allocations were not shown separately for 1970 and 1962, they were included with qualified allocations.
* Less than 0.05 percent.

® Less than $500,000.

Figure 12 and tables 131 through 133 provide a comparison of the total net savings
of the largest cooperatives for 1976, 1970, and 1962, and show how the savings were
distributed each survey year.

Tables 131 through 133 also provide data on distribution of net savings for 1976
based on Federal income tax status of the cooperatives. The 32 cooperatives operating
under section 521 distributed a much higher percentage of their total savings as cash
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Table 134—Distribution of net savings by farmer marketing and supply cooperatives, by asset size of the cooperatives,
fiscal year 1976

Percentage of total net savings distributed as—
Patronage refunds on current —
Cooperatives by size of assets Rg= year's business Didends
net and
and number savings Unallocated int " Income
g Paid Allocated reserves n ere's taxes?
in on equity
cash Qualified Nonqualified capital
reeo 3 e
dollars SESREE | el
Largest10 ............... 415,184 311 47.5 0.5 8.2 2.5 10.2
Nextlargest90 ............ 494,670 55.4 30.0 6 7.2 2.6 4.2
Largest100 . ............. 909,854 44.4 38.0 5 7.6 26 6.9
All5796 ............... 1,897,672 39.3 44.0 .5 8.4 2.1 5.7
5,795 minus 100 largest ... .. 987,818 34.6 49.5 .5 9.1 1.7 4.6

! These are gross figures, intercooperative distributions have not been eliminated. Per unit capital retains fixed without reference
net savings are not included. All cooperatives with net losses for the year were excluded.
2 )ncludes Federal and State income taxes; operating statements of many cooperatives do not list them separately.

patronage refunds on the current year’s business and as dividends on equity capital.
Conversely, the 61 cooperatives not operating under section 521 distributed more as
allocated patronage refunds and unallocated reserves, and used a larger percentage to pay
Federal and State income taxes.

Table 134 compares the distribution of net savings for fiscal year 1976 by size of
the cooperatives, based on total assets. These figures do not vary significantly from those
shown in table 130 for distribution of combined net savings and losses.

Distribution of Net Losses

Table 135 summarizes data on net operating losses for the seven large cooperatives
for fiscal year 1976. All seven of the cooperatives were classified as marketing cooper-
atives. They reported combined net losses of $17 million. Unallocated reserve accounts of
the cooperatives were decreased to cover approximately half these losses. Another 23
percent was charged against members’ qualified allocated equity accounts and 24 percent
was charged directly to individual members or deducted from marketing proceeds due
them. Four percent was recouped as Federal income tax credits.
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Table 135--Distribution of net operating losses by 7 of the 100 largest farmer marketing cooperatives with net losses,
by income tax status of the cooperatives fiscal year 1976

Total net operating losses distributed as—
Coopera-
Principal prcfduct tnfes Total Patronage relefund? on Reduction
marketed and income with net current year’s business
0 of Income
tax status net osses - unallocated taxes®
losses 2 Qualified
Cash .3 reserves
allocations
Number ~  -----ceecceenccnnnann Thousand dollars - - - - ===~ -=---ccccccocn--
Cotton
{(Nonsection 621) .......... 1 -5,758 1,263 -2,280 —4,741 0
Fruits and vegetables
{Nonsection 521} . ........ 2 -2,567 -270 0 -1,564 -733
Total Nonsection 521 ....... 3 -8,325 993 ~2,280 —6,305 -733
Dairy
(Section 521)¢ . .......... 4 -8,680 -5,128 -1,698 -1,854 0
Total ................ 7 -17,005 4,135 -3,978 -8,159 -733

! All seven cooperatives with losses ware primarily marketing cooperatives. One cooperative with overall losses had savings in one or
more departments, and the patrons of the departments with net savings received cash patronage refunds eventhough the cooperative as a
total business entity reported a net aperating loss. Two cooperatives were located in the Springfield farm credit district, one in the
Baltimore district, one in the Louisville district, one in the Houston district, and two in the Sacramento district.

?\ncludes cash payments (+) and charges to members (—). The charges to members were charged to individual members’ accounts,
deducted from marketing proceeds due members or the members were billed.

3 These were charges against members’ qualified allocated equity accounts.

% Includes Federal and State income taxes, and tax refunds or credits.

5 One of these fruit and vegetable cooperatives made per unit capital retains for the year of $5.6 million.

® These four dairy cooperatives made per unit capital retains amounting to $5.1 million.

Per Unit Capital Retains

Per unit capital retains were used by 38 of the 100 largest farmer marketing and
supply cooperatives to acquire member capital in 1976. Total per unit retain capital
deducted during the year by the 38 cooperatives amounted to almost $88 million. This
compares with a total of $45 million in per unit retains allocated by the 100 largest coop-
eratives during fiscal year 1970. The $88 million for 1976 represents two-thirds of the total
per unit retains for 1976 by all 5,795 active marketing and supply cooperatives.

None of the 100 largest cooperatives classified as farm supply made any per unit
capital retains during fiscal year 1976, and only three combination marketing and supply
cooperatives acquired any capital in this manner (tables 136 and 137).

Table 137 shows that 73 percent of the largest fruit and vegetable cooperatives and
68 percent of those marketing dairy products acquired capital during 1976 as per unit
retains. Cooperatives marketing fruits and vegetables and dairy products accounted for
over 60 percent of all capital acquired by this method during 1976. All four cooperatives
marketing rice and four of the five marketing nuts and sugar products also used the per
unit retain method to acquire member capital during the year.

Seventeen of the 23 large cooperatives with headquarters located in the Sacramento
farm credit district acquired capital through the per unit retain route during fiscal year
1976. Nearly 46 percent of the $88 million allocated per unit capital retains acquired dur-
ing the year was acquired by the 17 cooperatives with headquarters located in the Sacra-
mento district (table 138).
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Table 136—Per unit capital retains deducted from proceeds due patrons by 38 of the 100 largest farmer marketing and supply
cooperatives, by major function and income tax status, during fiscal year 1976

Cooperatives Amount of
Ma]or function and Deducting ;?er unlt.
income tax status gt capital retains
Total any per unit
. R deducted
capital retains
............. Number ------------ 1,000 dollars
Farmsupply ..o v et v vt 14 0 0
Section 521 .. ... ...t 0 0 0
Nonsection 521 ... ... .......... 14 0 0
Marketing . .......covinmmnenenan 60 35 86,609
Section 521 . . ... ..t 30 22 53,966
Nonsection 521 .. ... .. ... 30 13 32,643
Marketing/supply ... ..o v iviin s 26 3 920
Section 521 . . . ... i 6 1 424
Nonsection 521 . ... ... ... 20 2 496
Total . ..., 100 38 87,529
Section 521 . ... ... . i 36 23 54,390
Nonsection 521 .. ............. 64 15 33,139

Table 137—Per unit capital retains deducted from proceeds due patrons by 38 of the 86 largest farmer marketing
and marketing/supply cooperatives, by principal product marketed and income tax status, during fiscal year 1976

Cooperatives Acorae
Princip?| product marketed Deducting ?er unit.
and income tax status . capital retains
Total any per unit
. . deducted
capital retains
-------------- Number --++««-««----- 1.000 dollars

Diversified ........ ... v 1 0 0
Section 521 . ........ .. 4 0 0
Nonsection 521 .. ... .. ... 7 0 0
Cottonandproducts . ............. 5 2 5,081
Section 521 ... ....... ¢ 0. 4 2 5,081
Nonsection 521 . ............... 1 0 0
Fruits and vegetables . ............. 15 1 23,367
Section 521 . .. ... it e 7 6 12,548
Nonsection 521 .. .............. 8 5 10,819
Grainandsoybeans . .............. 21 1 2,845
Section 521 .. ..... ... . . 2 1 2,845
Nonsection 521 .. .............. 19 0 0
Dairyproducts .. ........uuvuvon 22 15 29,672
Section 521 .. ... ... i 1 8 12,300
Nonsection 521 ... ............. 1" 7 17,372
Poultry products . ...........c.... 3 1 108
Section 521 .. ... ..., .. i 1 0 0
Nonsection 521 ... ... .... ... ... 2 1 108
RiCE v ittt it eie i et oo 4 4 10,980
Section 521 . . .. ... it 4 4 10,980
Nonsection 521 . ... ........ ... 0 0 0
Otherproducts . ......coovveveens 5 4 156,476
Section 521 . ... .. .. 3 2 10,636
Nonsection 521 ... ... ... 2 2 4,840
Total ... e 86 38 87,529
Section 521 . ... ...... . . e 36 23 54,390
Nonsection 521 . ... ...... ... 50 15 33,139
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Table 138—Per unit capital retains deducted from proceeds due patrons by 38 of the 100 largest farmer marketing and supply
cooperatives, by farm credit district and income tax status, during fiscal year 1976

Cooperatives Amount of
Far'm credit district Deducting r.Jer unlt-
and income tax status . capital retains
Total any per unit
. . deducted
capital retains
-------------- Number - -----evna-un-- 1,000 doliars

Springfield . ............ ... .. 5 3 5,813
Section 521 . .. ... ... 4 3 5,813
Nonsection 521 . ............... 1 0 ¢}
Baltimore ............... ... ... 5 1 246
Section521 ... ................ 3 1 246
Nonsection 521 .. .............. 2 0 0
Columbia .........c.iivinunnn 9 4 4,565
Section 521 ... ............c.... 2 0 0
Nonsection 521 .. .............. 7 4 4,565
Louisville . ........... .. .00 9 2 6,053
Section 521 .. ... ... ... 2 2 6,053
Nonsection521 ................ 7 0 0
NewOrleans . .........cc0ivennn. 3 0 0
Section521 ... ........c0en 2 0 0
Nonsection 521 .. ........ ... 1 0 0
St.Louis ...ttt e 13 3 12,043
SectionB521 .. .............. ... 2 2 6,705
Nonsection 521 . ............... 11 1 5,338
St.Paul .. ...... ... . i 13 3 4,642
Sectionb521 ............. ... . ... 5 2 1,629
Nonsection 521 ... ............. 8 1 3,013
Omahaand Wichita ............... 6 0 [s]
Section521 . ............ ... 0 0 0
Nonsection 521 . ............... 6 0 0
Houston . ..........c0ciieennnn 7 2 12,224
Section 521 . .................. 3 1 4,775
Nonsection 521 . ............... 4 1 7,449
Sacramento ... .........c0000 .. 23 17 40,158
SectionB821 ................... 12 11 28,242
Nonsection521 ................ 1 6 11,916
Spokane . ... ... e 7 3 1,785
Section521 .. ............ ... .. 1 1 927
Nonsection 521 .. .............. 6 2 858
Total . ...ttt i 100 38 87,529
SectionB521 . ........... ... 36 23 54,390
Nonsection 521 ............... 64 15 33,139
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Appendix A—Methodology

The information included in this report is based on the results of a nationwide
survey. Data were obtained for the study from 2,381 cooperatives; the 100 largest and a
sample consisting of 2,281 of the other 5,695 active farmer marketing, supply, and related
service cooperatives (excluding very small livestock shipping associations and county wool
pools) listed with the former Farmer Cooperative Service at the time of the study.

The 100 largest cooperatives were selected from the total group of 5,795 cooper-
atives based on their 1976 dollar sales volume. However, all cooperatives with total assets
of less than $10 million were excluded from the 100 largest group. Those excluded
because of size limitation on assets included sales agencies operating on a commission
basis with comparatively small capital requirements and a few cooperatives involved
almost exclusively in bargaining activities.

Including the largest 100 cooperatives in the study group was necessary to arrive at
meaningful national estimates for all 5,795 cooperatives because they represent over half
of total dollars involved.

The other cooperatives included in the study were selected as follows: All marketing
and supply cooperatives (total universe except for the 100 largest) were classified by farm
credit districts and then subclassified by functional and commodity groups within each
district. All cooperatives in each classification group of 50 or less in each district were
included in the survey group. This left only two to four classification groups in each of
the 12 farm credit districts with enough cooperatives for sampling. Before selecting a
representative sample from these classification groups, the cooperatives with exceptionally
large business volumes in each group were excluded. These large cooperatives were
included in the study, but were handled separately from the sample cooperatives.

Sample cooperatives were then selected. The sample size of each group was
determined by the known variation within each group. The data collected were expanded
to cover all cooperatives in each sample group. The data from all four survey groups were
combined to arrive at national estimates for all 5,795 cooperatives.

The number of completed questionnaires, by each of the four survey groups, was as
follows:

Number of
Survey group cooperatives
Largest 100 cooperatives 100
Cooperatives from classification groups
consisting of less than 50 cooperatives 773
Exceptionally large cooperatives
from sample groups 171
Cooperatives selected at random
from sample groups 1,337
Total 2,381

The 2,381 cooperatives providing data for the survey represented 41 percent of all
active marketing and supply cooperatives. The survey group consisted of 545 farm supply
cooperatives (25 percent of the total population of this type), 1,047 marketing cooper-
atives (63 percent of the total population of this type), and 789 combination marketing
and supply cooperatives (40 percent of the total population of this type).

Farm supply cooperatives (2,164), cooperatives marketing grain (476), and
combination grain marketing and supply cooperatives (1,598), accounted for 73 percent of
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all 5,795 active cooperatives in 1976. Only 28 percent (1,206) of these 4,238 cooperatives
were included in the study, compared with 75 percent of all other cooperatives combined
(1,175 of 1,557). The wide diversity in size, function, and operations of other cooperatives
accounted for the necessity to use a much larger sample.

The national estimates for all 5,795 cooperatives, including the 100 largest, are
provided in the first section of this report. Separate data covering only the 100 largest
cooperatives are presented in section Il.

Appendix B—Definition Of Terms

Many terms have different meanings to different people. This applies to terms
pertaining to capital and financing and those used to classify cooperatives. To ensure a
common ground of understanding with readers, the following definitions of terms used in
this study are presented.

Terms Used to Classify Cooperatives

Farmer cooperatives are business enterprises that are financed, controlled, and
operated by the agricultural producers that they serve; do more than half their business
with members; and provide for one vote per member or for a limit on their dividends on
capital stock of 8 percent a year or the legal rate in the State, whichever is higher.

Farm supply cooperatives are those farmer cooperatives whose farm production
supply business constitutes all or the major portion of their total annual dollar volume.
Many farm supply cooperatives also market some farm products and perform related
services for their members.

Marketing cooperatives are those farmer cooperatives with all or the major portion
of their total dollar volume derived from the sale of farm products for patrons. Many
also purchase some farm supplies and perform related services for their members. The
marketing cooperatives are further classified in this report by principal products
marketed.

Marketing/farm supply cooperatives are those farmer cooperatives engaged in both
marketing and supply activities with each activity accounting for a substantial portion of
total dollar volume. These multipurpose cooperatives are further classified in this report
by major farm products marketed.

Bargaining cooperatives are those farmer cooperatives engaged primarily in bar-
gaining for price of farm products. Many also process and/or market some farm products
for their members. Cooperatives engaged in bargaining are not classified separately in this
report from those performing other marketing functions, except for identification
purposes in table 2.

Terms Pertaining to Capital

Assets are items of value owned by cooperative businesses. These items were
grouped into current assets, fixed assets, and other assets for this report. The grouping
depends primarily on the length of time before assets are likely to be turned into cash or
charged as expenses.

Current assets are the working assets of a business. They consist of cash and other
assets which can be expected to turn into cash in the course of a normal business cycle,
generally one year. Current items include cash, notes and accounts receivable, inventories,
and short-term and marketable securities.



Fixed assets are the tangible capital assets of a business. Included are assets such as
land, buildings, equipment, and machinery, which are not easily convertible into cash and
are intended for long-term use in operating the business.

Fixed assets are shown at net book value, that is, at cost less allowance for
depreciation or obsolescence. The values reported for fixed assets reflect various rates and
methods used by cooperatives to compute depreciation. Any attempt to revalue these
assets on a comparable basis was beyond the scope of this report.

Other assets is a broad classification used to absorb all assets of the cooperatives
except those classified as current or fixed. Included are investments in other businesses
(including investments in other cooperatives), all deferred charges (prepaid expenses),
long-term receivables, and intangible assets.

Liabilities are amounts owed by cooperative businesses to their creditors. All claims
against cooperatives which are fixed as to amount and maturity date represent a liability
or debt capital.

Current liabilities represent short-term obligations, normally due within a year of
the balance sheet date. Accounts payable, taxes, dividends, patronage refunds, and other
accruals, as well as short-term loans and any portion of long-term debt due within the
year, were classified as current liabilities.

Term liabilities represent long-term obligations of a business. All debt capital which
becomes due beyond a year from the date of the balance sheet is included.

Net worth, or equity capital, is the excess of the value of assets over liabilities. It
represents the investment or ownership interest of members and patrons in their cooper-
atives. Equity capital has been grouped into the following categories:

(1) Common and preferred stock refers to securities issued as shares of ownership.
Stock is usually divided into more than one class, primarily to control voting
rights and to vary income and risks of stockholders.

The articles of incorporation of cooperatives usually spell out the various
classes of capital stock to be issued and the rights of each class of stockholders.
These vary from one cooperative to another, not only according to State coop-
erative laws governing the issuance of capital stock, but also according to the
needs and purposes of each individual cooperative. There is no definite pattern
in classifying stock as common or preferred. Class C Common Stock issued by
one cooperative may be essentially the same as Class A Preferred Stock issued
by another cooperative.

Fractional shares of stock or stock credits were reported on the balance
sheets of some cooperatives. Fractional shares were added to shares outstanding
for purposes of this report, even though stock certificates are generally not
issued until stockholders have paid for them in full.

(2) Membership certificates are generally issued by nonstock or unincorporated
cooperatives primarily to voting members as an indication that the required
membership fee has been paid. The total amount of equity capital issued as
membership certificates is relatively insignificant.

(3) Qualified and nonqualified certificates of equity and capital credits account for
all allocated equity capital listed on the balance sheets of the cooperatives other
than capital stock and membership voting certificates. These equity certificates
and credits carry no fixed maturity date and are subordinate to all debt
instruments. They are listed on the balance sheets under numerous names, such
as certificates of interest, certificates of ownership, revolving fund certificates,
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participation certificates, patronage certificates, and retain certificates. Capital
credits may be listed as book credits, allocated reserves, members and/ or
patrons equity reserves, and the like.

Equity certificates and credits are issued primarily to members and patrons
through the process of making per unit capital retains or allocating net savings
as noncash patronage refunds. These certificates represent deferred patronage
refunds or per unit capital retains payable in cash at some future date. Legally,
they represent written notices of allocation which disclose to patrons the stated
dollar amounts allocated on the books of the cooperative to each patron. They
are often handled on a revolving fund basis; that is, the oldest outstanding cer-
tificates are retired first. Some cooperatives pay dividends on these equity certif-
icates; but, in the majority of cases they do not bear interest or only bear
interest at nominal rates.

Whether or not the equity certificates or notices are issued to patrons as qual-
ified or nonqualified paper depends upon whether the cooperative issuing the
paper or the patron receiving it is liable currently for any Federal income taxes
due on the income evidenced by the notice.

Substantial revisions were made in the Federal income tax laws relating to the
tax treatment of farmer cooperatives and their patrons in the sixties. These
revisions were designed primarily to ensure that amounts received by cooper-
atives in the course of their business activities with their patrons are included in
computing the income tax of either the cooperative or the patron, thus subjec-
ting these amounts to a current single tax.

A cooperative must pay 20 percent of the refund in money or a qualified check
for patronage refunds to qualify under the law and thereby become currently
deductible as qualified written notices of allocation. One of two other
conditions must also be met: The patron must either have the opportunity to
draw down the total refund in cash within 90 days after the allocation is made,
or consent in one of three forms, to have the refund treated as constructively
distributed to him and reinvested by him in the cooperative.

With respect to patron consent, a cooperative’s patrons must agree “to take into
account” at the stated dollar or face amount all written notices of allocation
issued to them. A patron, in other words, must agree to include currently in his
gross income as ordinary income the face amount of his patronage refunds.®

Unallocated reserves primarily represent amounts set aside from net margins to
be kept in the business. All equity reserves not subject to allocation to patrons
were placed in this classification. Included were such balance sheet accounts as
general reserves, expansion reserves, education reserves, reserves for losses,
earned surplus, tax-paid surplus, and retained earnings.

Also included with unallocated reserves were the following types of unallocated
equity capital: all paid-in, contributed, and donated capital; capital surplus
resulting from unclaimed checks, called stock, and other certificates for which
State statutes of limitations had expired; appraisal surplus; capital reduction
surplus; unallocated equity resulting from consolidation; and, minority interest
of a few cooperatives in consolidated subsidiaries.

8Morrison Neely, Legal Phases of Farmer Cooperatives, Part I, Federal Income Taxes, Inf. 100,
Farm. Coop. Serv., U.S. Dept. Agr.. May 1976. This bulletin discusses in depth the Federal income tax treat-
ment of farmer cooperatives and their patrons.



When current net margins were reported on the balance sheets of the cooper-
atives as undistributed equity capital, the balances were adjusted to
portray amounts after distribution.

Per unit capital retains refer to investments made by patrons of farmer cooperatives
based on the physical or dollar volume of products marketed through the cooperatives.
The capital or per unit retain method of financing is used primarily by marketing cooper-
atives. For example, an association may retain for capital purposes 6 cents per
hundredweight of milk or 1 cent per box of fruit. Only those retains used by cooperatives
for clearly defined capital purposes, rather than those deductions used to cover operating
expenses, were classified as capital retains for this study.

Patronage refunds retained applies to patronage refunds on which ultimate
redemption in cash is deferred. Net savings retained in the business as noncash patronage
refunds are the major source of equity capital of farmer cooperatives.

Borrowed capital, or borrowed funds, refers to any capital borrowed, whether long-
term or current, on a formal loan basis. All other liabilities, such as accounts payable and
deferred and accrued items (including commission company accounts and past-due bill-
ings and deferred paper) were not considered borrowed capital.

Debt securities are used in this report to cover such debt instruments as certificates
of indebtedness and debenture bonds, and also borrowings on the basis of individual
notes payable, including such items as lease purchase contracts and mortgage notes. All
certificates fixed as to amount and maturity dates, including those issued to members and
patrons, were included as debt securities under borrowed capital regardless of whether
they were sold outright to investors or issued only to patrons as evidence of retained
patronage refunds or capital retains.

In general, debt securities were of an unsecured nature—not protected by any lien
on the property of the cooperatives issuing them.

Other sources of borrowed funds include borrowings by the cooperatives from
other farmer cooperatives, including loans made by federated cooperatives to local mem-
ber associations. Other sources also include insurance companies, marketing and supply
companies, State and national farm organizations, commercial credit corporations, credit
unions, and employee pension or trust funds.

Check-off income represents authorized deductions, made primarily by bargaining
cooperatives, to cover operating expenses. These deductions are usually for small amounts
and are made on a per unit basis.
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