%‘““‘“\N Ag Econ sxes
/‘ RESEARCH IN AGRICUITURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their
employer(s) is intended or implied.


https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/

o R e e

UNIVERSITY OF CALIFORNIA
: DAVIS

0CT 2- 1975

Agricultural Economics Library

C’o /s/m l)‘ds’
. /

\
CONTRIBUTED PAPER : :
}4ﬂfﬁ 5‘/7-4:/!4/(/4‘ /5/
LA | ,4M5, 1643 197K
- | | |
> FINANCIAL VARIABLES AFFECTING CAPITAL STRUCTURE
OF FARM SUPPLY AND DIVERSIFIED COOPERATIVES
s vy
5 Donald R. | Davidson

Agricultural Economist
Farmer Cooperative Service
U, S. Department of Agriculture
Washington, D,C. 20250




 ABSTRACT

- Group Number XXXI bGroup' Title Alternétixfe Strategies
o e » . - for Capital Use -

fFinancial Variables Affect;gg‘Capital Structure of Farm Supply »

" and Diversified Cooperatives

N

RN

e Donéld R, Davidson, Farmer Cooperative Service, USDA

Study detérmined interrelationshipé of financial elements

i ~ changing cé.pit.al structure of subject cooperatiires. Cooperative

' growf.h. strategy iﬁvolved ‘expanding debt and equibty' at nearly
parallel r}at:‘es. Funds from term deb‘t'we‘r.ev aﬁpli‘ed maihly to.
fiﬁancing .fﬁed asset, éxpé.nsion. This freed fundbs‘ from,‘equity ,
- gources for patroné.ge ‘refunds,‘ -reducing debt and strengthening

‘liquidity.
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_ Footnotes
2 The authbrvis indebted to Jacdermstrong. Gene Ingalsbe, Howard
'dMobley, Lila Whlker,’and other anonymous reviewers for their helpful

comments,

l/_ Regional coopératives, asAdefined by Farmer Cooperative Service,
are those listed with this agency which serve a district consiéting
of a»humber of counties, or é number of states, This includes éll
federated cooperatlves--centrallzed assoclatlons serving several
countles--and cooperatlves with 1arge volumes that are nelther
strlctly federated nor strictly centrallzed as they have both local

cooperatlves and individual farmer members,

2/ 1In 1971, the Accounting Principies Board of the Americanblnstitute
of Certified Public Accountants issued Opinion No. 19 indicating the
SAUF statement include‘all ¢hanges in,financiél position and all
important aspects of a firm's financingdand investing éctivities,
regardleés.of whether cash or other elements of working capital

are affected.

3/ Ibid,



o ( ‘FINANCIAL‘VARIABLES AFFECTINQ CAPiTAL STRUCTURE
- ._‘aanF FARM SUPPLX AND DIVERSIFIED COOPERATIVES*

As agrlculture becomes more 1ntegrated and 1ndustr1allzed farm supply
reglonal cooperatlves expand and diversify in adaptlng to these changes. Such
:fadjustments in scale of act1v1ties often result in 1arger firms w1th more com=
»plex organizational and capltal_etructures.

B Many of theee regionals have'enlarged their operatione into_all types of
‘farﬁ supplies-~running the}gamut from feeds and fertiliéers to petroleumeand'
pesticides.él' Others have begun processing and7marketing'farm products in
addltion to their basic act1v1t1es of manufacturlng, purcha51ng, wholesallng,.
and retalllng farm productlon supplies, |

, All have had as their aim to provide better services to lccal member as-
eociatlons and 1nd1v1dua1 family farmers.‘ By °tr1v1ng to offer more cOmplete
lines of supplles and to coordlnate both 1nputs and outputs: connected with food
and fiber production, ‘these producer-owned bu31nesses have as thelr broader
vgoal a more efficlent and productlve agrlculture. - o

The grow1ng strength of such organlzatlons is 1ndlceted by the status they'I
: occupy among the nation's 100 1argest cooperatlves. ‘Reglonals'engaged prlmarlly:
in providing'prodﬁcers with:farﬁ supplies (16) and those performing both farm
supply and food marketing functlons (22)--referred to in this study as dlver51f1ed
c0-0pSs, account for nearly half the total bu31ness volume of the top 100 co-ops _’
v(Griffln, p.v3?);» These top 100 co-ops conduct about half‘the.total'bu31ness :

' of all farmer co-ops in:the U.S. Furthermore, of the.eix farmer co-ops included

*Presented as a contributed paper at the American Agricultural Economics Association
: »annual meetings, Chio State University, Columbus, August 1975. Donald R. Davidson

. is an agricultural economist with the Farmer Cooperatlve Serv1ce, USDA, Washington,
D.C 20250 : : . o _
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in Fortune's 500J1afgest industrial corporgéions,:four fall'intb the farm
supply and diversified caﬁegory (Fortune,vpp. 210-229).
| As part of a study currentiy underway by Farmer‘Cooperative Service (FCS).
into financing of the top\iOOﬁco-ops, 25 of the 38 farm suppiy and diversified
_regionaié includéd in the largest 100 group have been ahélyzéd, using a
source and use of funds (SAUF) approach (Jaedicke‘, p. 78; Horngren, p. 55;
 Lins). The SAUF method of analysis provides for a distinctive and realistic
determination of a firm's allocation of financial‘resources.in the growth
process (Edwards, b, 156).j |

Neither the_pperating stéteﬁent ﬁof thé balance sheet aloneAshoﬁ the
interréiationship\and movementvof financial resources responsible for changes
in elements of capital structure (Yu, p. 572). The SAUF statement does this
and also (1) identifies the financial va¥iables involved in development (or
contraction) df operations o?er time andv(z) contributes the necessary con-

tinuity and linkage between the other two statements,

Characteristics of Sample

Daﬁa»show that 14 of the 25 had diversified from farm sdpplieé into marketing;
or, as in a few cases, from marketing into farm supplies., The other 11 associa- -
- tions in the»éample specialized primarily in farm supplies._‘

| Significantly, three‘of;the 11 farm supply regionals had been set up
épecifically to furnishbfertilizer. petroleunm, énd other farm production supplies
" to their member reg:‘n.orxa’.]._s.~ Thesé.three inter-regional suppliers did most of |
their busineés with»the 22 regiohals included in this sample, Such inter-regional
‘ integration into purchasing, manufacturing, and distfibution assures regional

members of control over essential inputs, : ' E .



In conbininévfinaneial data of the 25’£o:show‘the overall results‘ofv
their business activities with local member cof-ops.and indiv‘idual;familyv
»_v,farmers, all significanﬁ inter-regional‘transactions were eliminated to avoid
1dupllcatlcn. ' e | o | _ - »

From Table 1, it is clear that farm supply (malnly petroleum, fertllizer,
feed, seed and equipment) was ‘the ma jor 1ncome-produc;ng category, accountlng
.for 62 percent'of total rerenues~in'1972, Marketing'activities (principally |
grain, soybeans, llvestock and poultry products) eontrlbuted 37 Percent w1th
mlscellaneous income giving the remainlng one percent

Bu31ness volume of the reglonals varled.w1delya-from $25 mllllon to $755
‘1'mi1110n with a median of.$13?'m11110n,' Assets, likew1se, ranged greatly from/f
$11 million to $419 million with a medien'of:$62‘million. |

~ Only three had centrallzed membershlp structures, wlth 1nd1v1dual farmers

holdlng direct owner ship. Ind1v1dual members per co~op ranged from 6 500 to
| i1io0, 000 The 1argest enterprlse--one of the 13 federatlons--belonged to 2, OOO
1ocal co-ops, whlch in turn were owned by thousands of ind1v1dua1 farmers and -
' ranchers. Nine of the 25‘concerns had mlxed membershlps of both 1nd1v1dua1s',
and co-ops. - I R | .

Thls study revealed that many regionals used the parent-subsldlary
-.dev1ce exten51vely to separate varlous manufacturlng, farm supply, and marketlng
functions. .Also, when addlng new services--such,as leaslng assets, flnanc;ng
"receivables and equipment, providing insurance and datafproceSSing'servioes;-the
reglonals often formed new companles or subsldiarles in whlch they owned all or
d:a majority of the votlng stock, o ‘. ‘f o ? | |
»Of‘the.zs regionals studied, 21"had sucsidiaries. These co-ops cwned from .

. one subsidiary, a flnance company, to 16 each coverlng various supply, marketlng,



and serviéedactivities. .Invall; they reponﬁed 86-subsidiaries.'n

,Seurces Q{_Wbrking;Capitalvb o o
| *_Where did £hese regionellfarndsupply and diversifiedveo~opsfget funds
to{ Build or purchase additional plants? »Replace worn;out‘equipment?
:d Modernize faeilities? Moet pollutibn’conﬁrol requirements? Reseafeh and
deVelondnew‘products?,-EStablish new sales outlete and service centeré? In-.
vest in new nufketing.ventures? Finance new subeidieries?'dCover long-term A
. debts? Revolve members' equity? Pay patronage refundeg..dividends en capitaljv
stock,..income taxes? | o | | |

| Table 2 answers these questlons by show1ng the sources and uses of funds.
Net margins of $136 mllllon--taken from the Statement of Operatlons (Table 1)-=
| proved the ‘single most 1mportant source, providing 31 percent of the $4#2 mil=-
110n of total worklng capltal funds venerated in 1972

However,'to get a complete picture of funds produced from eperations,

net marglns must be adgusted for expense and income 1tems not affecting worklng.
. capital, as Table 2 denotes, Depre01atlon and depletlon of $107 mllllon--the
| magor noncash charges agalnst revenues--used no. funds and were thus added back
bto net marglns, Noncash pat:onage refunds of,$13 mllllon reeelved from other

co-ops suppiied no working capital and were deducted from net margins.

- After these adgustments to net marglns to get‘operatlons on‘a worklng

o capltal funds b331s, 1t becomes ev1dent that revenues from operatlons prov1ded
| more than half of all the funds the 25 regionals secured in 1972 - Such worklng

capital funds generated from operatlons--comprlsed chlefly of net marglns plus

deprec1at10n--are of ten referred to as cash flow (Meson. Pe 4).

Next in 1mportance to net marglns and depr901atlon in produclng funds was.
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" Llong-term deht From such long-term debt Game $126 million or 28 percant of
‘total funds prov1ded in i972. | i

As Table 2 shows, these farm supply and dlver31f1ed reglonals obtained
fﬁnds from long-term debt pr1n01pally from increases 1n_(1) loans from banks for
eooperetives‘and (2) suborainated debenture bonds issued by the‘regionals
thémSélves; Methods the regionals used in obtalnlng long-term debt funds are

clas31f1ed in the follow1ng tabulatlon.v

Method g - Cooperatives
. o . , Number

Bank loans (primarily banks for cooperatives) : '
Debt securities (prlmarlly subordlnated . I
' debenture bonds) - L . b
Combination of debt securltles and bank loans , S 11
Insurance companies, bank loans and capltallzed ' - ,

lease obligations 2
Other cooperatives primarily ‘ ’ 2

: : : : Total 25

"Nearly\threeafourﬁhevef the $37 millioh ef_long-term debt'increase (see4
Table 3) came from newhisshes‘of debenture bonds. »In 1972, debh securities
of $318‘miliion, primafily debentures, surpaesed bank 1oans of $314 ﬁillion as
.the'single largest séurce ef 1eng-term’debt Thus, these co~ops in total
tilted sllghtly in favor of 1ssu1ng their own debt securities to raise worklng
capital, dependlng somewhat less on banKs for their long-term borrow1ng.

Thirteen of the 25 reglonals used 1ong-term leases, to some extent 1n‘

fihanclng property, plant and equlpmeht (PP&E) Seven capltallzed such lease ,}A
ohligations; including ﬁhem in their cepital structures, Table 3 shows that |
capitaiized 1eaee ebligations ihcreaeed,$5.5 miiiion during the yeer andvequaied

s $i9 million, This amounted ohly to about.three'bercent of their long-term



debt in 1972,
The remalning six regionals did not treat thelr long-term leases as
~ fixed assets financed by long~term debt, Annual rental fees on leases not
capitalized amounted to about $6 million of “off-the-balanae sheet” current
liabilities. | B
| Besides the major sources of funds--cash flow from opefations and long=-term
debt--regionals also obtained working capital from the disposal of fixed assets.,
Inl1972 thase associations received $50 million--or 11 pefcent'of total*funds--frqﬁ
ivthe (1) sale of unneeded'PP&E and (2) redemption of investments -in other co-
operatives and banks for cooperatlves as part of thelr revolv1ng capltal programs,
Mainly because of mergers with afflllated co~-ops, a few of these reglonals
‘recla551f1ed long-term investments resultlng in a $20 million increase in PP&E,
/ ~Although such action didn't prbﬁide working capital, it-didvlcwer long-term
investments and raise PP&E balances. This produced the same financial change
as if the investments had been sold and‘the resulting funds spent on additional
PP&E. Therefore, the $20 million dfop in long-tarm investmeats and concurrent
increaée in PP&E due to feclassification is included in tha $153 millioa of total
funds the regionalsrapplied to eipanding PP&E, as Tabla 2 indicates.g/
Flnallyo these farm supply and dlver51fled regionals obtained $29 mllllon,
or seven percent of their 1972 funds, from the sale of capital stock and cer-
‘tificates, and other increases in equity‘capital. Some regionals, for instance,
» reported equity increases from a change in the valuation of Class C stock pur-
chased from banks for cqoperativea. 'Although such change didn't add to ﬁorking

~capital, it nevertheless affected the regionals' capital structure by raising

their fixed capital andllongfterm investments in these banks by $6 million.z/



Aﬁplication of Funds

Roughly half--or 46 perceht--of the working capital generated by these
' 25 regionéis in 1972 went into growth and expanéion of marketing and supply
aétivities. | o »

Of this $203 million expended on fixed assets, $153 million--or three
fourfhs--was used to replace old equipment, acquire additional land, build
new plants, add saleé and branch outlets, and so on., The other fourth went
into long-térm'investments in (i) other farmer-owned’busihesses, (2) banks for
cooperatiQes,iand'(B) unconsolidated subsidiaries, .

. During this same_period, disposals of pfoperty; plant and equipment a-
mbunted to $13.million. Depreciation and depletion further reduced PP&E by
$107 million, This combined $120 million reduction'in_PP&E, when compared to
thé $153 million spent on PP&E,bshows a $33vmillion net increase in PP&E that
year (see Table 3). |

These regionals put $32vmillion—-or seven ﬁercent of their wdrking capital
in 1972--int§ 1bnguterm iﬁvestments-in other farher-owned'businesses and in‘
banks for co-ops. HoWever; suéh invpstments declined by $1 miliion that year
-_ (seevTab1e 3), This phenomenon is explained (éee'Tﬁble 2) by a $13 million
| decreasé in lbng-term_investménts redeemed in cash that year, plus another $éO
millibn transferred frdm.investmeﬁts to PP&E, largely because of’cq-op mergéré.

Uhconsolidated subsidiaries=-~such as insurance companies and finance
r-coﬁpaniés;;constituted the third type>6f'10ng-term~iﬁvestment; usihg $9.8
millionvin workiné capital, Since these co-épgowhed companies usualiy performéd
dissimilar funcﬁions from marketing and farh sqﬁplies, fegional CO=0p management
felt their finahcial’stateﬁents should not Bé'consolidated with the parent
company., ’(Inveétments’in cdnsolidatéd~subsidiaries'are inpluded.inf&e $153

million spent on PP&E,)
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The above«mentioned‘fixed assets repreéent the regionals' major priority‘
in using working capital in 1972, This type of Spending did not lower total
- equity--since working capital was exchanged for fixed capital--but merely
reduced the firms! liquidity or purchasing power,

However, funds expended in paying patronage refunds, income taxes, dive
idends on capital stock and redeeming prlor year's equity did deplete total

~ equity and decrease 1iquidity; These kinds of expenditures ranked next in im-
. porﬁaﬁee with the regionals and demonstrated a unique aspect of cooperatives.

- Of the $110 million in this categofy (see Table 2), three fourths or $83
million had to de with providing family fermers with serviees'et cost, 6ash
patronage refunds on 1972 operatione_totaled $53 miliion, Redemption of prior
years' equity came to.$30 million., This $83 million represented savings returned
to prod&cers on e patronage basis. | | | »

The importance of patronege refunds in retufning earnings to patrons is
illustrated in Table 1., These 25 reglonal co=-ops distributed $98 million or 72
percent of their $136 million net marglns in 1972 as patronage refunds,

Of this $98 million, $53 million were cash refunds; $45, non=cash, Such
treatmeﬁt of earhings points up the regionals' true nature as vertically-
integrated extensions of family-farm operations. It also underscores £heir
prime objective of providing services at cost...or on a nonp:ofit_baéis
(Davidson.'p. 5 |

Aﬁother major use of funds consisted of peying offbsome of the long;termb
debt included in the eapital structure of the 25 regionels; Most of these
funds weht éo cooperative banks and to the retirement ef'maturing‘debentures

‘issued by the regionals in priof years, These regionals used $69 miilion or

16 percent of total funds applied to reduce‘longeterm debt,
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Notwithstandlng these applicatlons, lcng~term debt increased durlng the

year, from $642 milllon to $699 million (see Table 3). This happened because

) funds borrowed ($126 mllllon) exceeded funds applled ($69 million) by $57

mllllon (see Table 2). B |
| Of the $57 million addltional borrowed funds, management had spent 81 i
percent ($46 mllllon) by the close of the year to bulld fixed assets (see
Fig., 1). The remeinlng 19 percent ($11 mllllon) was used to 1ncrease working
A:“ capital, ThlS explelns the decrease in fixed capltel from $ul2 milllon to $431
million (see'Teble 3) becauee'fiXed capital is loWered_By the extent‘that longe=
term'debt is useduﬁo increase wcrking capital instead of fixed assets,
Flnally, Table 2 shows that the 25 reglonals used 1k percent ($61 mllllon)
dof total funds obtained in 1972 to: 1ncrease worklng capltal., Thls means, as
Table 3 shows, that at the end of 1971 they had on hand $442 mllllon in worklng‘ |
; capltal. Durlng 1972,»they,genereted an addltlonal $hh2 mllllon.: Within that
:yeaf this additienal working'capital-ncoming fron eperations, long-term debt,v
~ redemption cf'in#eStments, dispeeal of fixed assets, sale of capital stock,
' etc.-éﬁhey'applied £o.expanding flxed assets, returning equity to patrons and
paying. off 1ong-tefm‘debtr -This used 211 of the funds genefated except 14
: percent or $61 mllllon, ‘which wound up 19?2 wlth a bigger worklng capltal -

balance of $503 mllllon.

Strategv of Grcwth . _ ‘ ]
‘ Flg. 1 illustrates that long-term debt financed all of the $h6 mllllon
growth in fixed assets, plus $11 mllllon of the $61 million increase in working

capitalo As the following tabulation explalns,.these regionals used long-term“

ddebt to finance fixed essets basically but also to aid currentiasset»growth:
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Asset Growth, 1971 to 1972

 Finencing '
‘ Fixed - ¢  Current : Total

e

Long-term debt -

- W6 11 57

Wbrking capital . 0 . 50 50
~Short-term debt 0 8 - 8
Total §§ §§ ',EIE

Longmterm debt was the single major contfibutof to the $115 milliocn

expansion in total assets reglstered by the reglonals during the year. Wbrking

: From éﬁa&77f>/52071262f
capltaxﬂwas ext line as the most 1mportant factor in flnanc1ng asset growth

w1th shortaterm debt comlng in nhlrd.
To summarlze, the regionals enlarged total debt by $65 mllllon--composed
of $57 mllllon, long-term and $8 mllllpn, shqttuterm-eas the»comp051te,cap1tal
tpcol in Fig, 1 illustrates, Total debt incréasés financed all fixed asset ex-
'.pansién"p1u5'$19 million or 28 pércént.of cﬁrrehf assétﬁgains--comprised of‘$11 o
millionwlonguterm‘debﬁ and $8 million of shortaterm‘debt;-as showﬁ aéove.j :
","Totél équity %ncreases finénced 72‘percent of thé’current asséﬁ enlargemant and
Vall_bﬁt‘$11 million of the $61 million grcwﬁh in wcrkihgvcapital° | |
"Ovefall,.these 25 1eading farm supply and‘diversifiéd CO-Oﬁs ﬁound up
‘the year’in good financial shape. They expanded plant:and‘eguipﬁent, offe:ed
 new services, opened new oﬁtlets--all intensive users of working capital, Yet,
they had more worklng capital, were more liquid, at year's end than at the
beglnnlng. |
,vone reason for this was'that_profitable 6pératipnsiduriﬁg the year pro=-

| duced a substantial cash flow which‘waé the»major source of working capital,



11

: However; as Table ivshows;'the regionals'Acombined'profit maréin was'modest
registering'Z.S eeroentbon sales.  (This compares'tova.2.2’percent returnaoh
‘_saiesjfor foodicompanies;included in Fortune's SOd,largest ihdustrials and 4,1
- percent for all'industries‘fepresehtea in the listing,) |

The sﬁrategic faotor appears to be their relianoe onplongmterm debﬁ for
worklng capltal applled to expanding fixed assets. This freed working capital
produced from equlty sources-asuch as earnlngs, deoreclatlon, asset dlsposals,
: {and stock sales--for use in other outletso , o | |
Nonetheless, in this growth. process, uhese reglonals d1d not let debt

get out of hand.ﬁAThey more than.balanced off the rate of debt increase with

| ",equlty gains, Figure 1 olearly'shows that ih absoiute terms, total debt rose

more than total equlty, or $65 mllllon as compared to ¢50 million. However,
'-the significant factor is that based on rate of 1ncrease, equlty surpassed debt,
The $50 mllllon equlty increase amounted to a 5.6 percent rise over
‘v19?1 equlty of $884 mllllon' whereas. the $65 mllllon debt increase equaled a
L, 8 percent expan51on of $1.4 bllllon of 1971 debt, This resulted in a stronger
equlty base 1n 1972-aw1th total equity comprlslng 40 percent of total assets in
A 1972 as compared to 39 percent ;n 1971, Likewise, the proportlon of total debt
to total asseﬁs declined from 61 peroent in 1971 to 60 percent in 19?2.

This strong equity base--resulting fromvadditiohal working capital of
$50 million-<heightens the regioﬁals' ability to oboain:additional borrowing
ﬂvﬁheﬁ necessary. _It-also increases their purohasing powef,ehrough improved
:?liquidity and»solvency;..key_factors in the_finahciai'viability of any organi-

zation,
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Table 1--Statement of Operations, 25 Regional Farm Supply and
- Diversified Cooperatives, for fiscal years ended in

1972 Y/
Item ﬂ;}};gg Percent
‘Revenueéz |
Farm supply sales 7 3,022.0 61.8
" Marketing sales | 1,812.2 37.1
Other income . : 55.9 1.1
Total revenue : 4,890.1 100.0
Costs and expenses 4,753.8 97.2
Net margins ' | 136.3 2.8
Diéposition of net margins:
.Patronagé.refunds:
Cash (54%) " $53.1
Noncash (46%) 449 98.0. 71.9
Income taxes (mostly federal) | _ 14.6 10.7
Retained earnings (unallocated margins) 10.9 8.0
" Dividends 6n stock (mostly preferred) 7.6 5.6
Other distributions 5.2 - _ 3.8
| | -136.3 100.0

Y mn significant inter-regional sales and net margins have
been eliminated in combining operations of the 25 regional
cooperatives.

rdrieain s st



Table 2--Statement of sources and uses ofbfunds, 25 regional farm supply and diversified cooperatives, 1972

Funds provided from

:Mil. dol.: Percent :: Funds applied to :Mil. dol.: Percent
Net Earnings of Business: Expand Fixed Assets: .
Net margins (from Table 1) 136.3 30.8 Additions to property, plant and
Adjusted to funds basis by adding equipment 152.7 34.5
(deducting) items not using Investments:
(providing) working capital: Additional investments, principally
Depreciation and depletion 106.8 24.2 in other cooperatives and banks
Amortization and other charges 6.9 1.5 . for cooperatives 32.0 7.2
Noncash patronage refunds Increase in investments in uncon-
received (12.6) (2.8) - solidated subsidiaries 9.8 2.2
Other credits (0.3) (0.1) Other increases in fixed assets 8.7 2.0
Total from operations Total 203.2 45.9
(Cash flow) 237.1 53.6
Increase in Long-Term Debt: Return Equity Capital to Patrons:
Loans from banks (primarily banks Portion of current year's patronage
for cooperatives) i 60.3 13.6 refunds payable in cash 53.1 12.0
Debt securities (primarily Redemption of prior years' equity 30.4 6.9
subordinated debenture bonds) Payment of income taxes 1/ 18.4 4.2
issued by cooperatives 54.8 12.4 Payment of dividends on capital
Capitalized lease obligations 6.8 1.5 stock : 7.6 1.7
Other sources 3.8 0.9 Total , 109.5 24.8
Total 125.7 28.4
Disposal of Fixed Assets: Pay-off Long-Term Debt:
Proceeds from sale of property, Loan repayment to banks (mainly
plant and equipment 13.4 3.0 banks for cooperatives) 50.2 11.4
Investments: ) Redemption of debt securities
Redemption of investments in other (chiefly subordinated debenture
cooperatives and banks for bonds) issued by cooperatives 12.5 2.8
cooperatives 13.2 3.0 Rental payments on capitalized
Reclassification from investment lease obligations 1.3 0.3
category to property, plant and Loan repayment to insurance -
equipment resulting principally companies 0.9 0.2
from mergers with other co-ops 19.8 4.5 Other payments : 3.7 0.8
- Other decreases in fixed assets 4.0 0.9 Total ) 68.6 15.5
Total 50.4 11.4
Additional Investments in Equity Capital: Increase Working Capital (from Table 3) 60.9 13.8
Proceeds from sale of capital stock
and capital certificates 18.8 4.3
Increase in equity resulting from
change in basis of valuing banks
for cooperatives "Class C" stock 5.7 1.3
Other equity increases 4.5 1.0
Total 29.0 6.6
Total Sources 442.2 100.0 Total Uses 442.2  100.0
1/ Includes $3.8 million of

years' operations.

Federal income taxes paid in 1972 that represents additional IRS assessments

on prior
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. Total liabilities and members' equity

Table 3--Comparative balance sheet, 25 regional farm supply and diversified
cooperatives 1/

‘ : : : Increase
Item : 1972 : 1971 : (decrease)
Million Dollars
Assets:
Current (or short-term) 1,226.5 1,157.9 68.6
Fixed (or long-term): :
- Investments:

Principally in other farmer-owned
businesses and banks for

cooperatives 128.5 129.5 (1.0)
Unconsolidated subsidiaries 64.9 55.1 9.8
Property, plant and equipment 877.6 845.1 32.5
Other fixed assets _ 58.9 54.2 4.7
Total fixed assets 1,129.9 1,083.9 46.0
Total assets 2,356.4 2,241.8 114.6

Liabilities: , ‘
Current (or short-term) 723.7 © 716.0 7.7
Long-term debt:

Debt ‘securities (primarily
subordinated debenture bonds

issued by cooperatives) : 318.3 276.0 42.3
Bank loans (mainly from banks for .
cooperatives) 313.6 303.5 10.1
- Insurance company loans 35.9 . 36.8 (0.9)
Capitalized Tease obligations - 19.0 13.5 5.5
Other long-term Tiabilities 11.8 11.7 0.1
Total Tong-term debt 698.6 641.5 57.1
Total liabilities 1,422.3 1,357.5 64.8
Equity Capital:

Working (or short-term)gf 502.8 441.9 60.9
Fixed (or long-term)3/ 431.3 442 .4 (11.1)
Total members' equity 934.1 884.3 49.8
2,356.4 2,241.8 114.6

Y an significant inter-regional investments and related equities have
been eliminated in combining assets, liabilities and net worth of the 25
regional cooperatives.

2/ Current assets less current liabilities.
3/ Fixed assets less long-term debt.
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