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Employee Incentive Plans

Case Studies of Five Farmer Cooperatives

by Nelda Griffin

BUSINESS ADMINISTRATION BRANCH

MANAGEMENT SERVICES DIVISION





Parti

General Background

Brought together In this report are detailed eaq>loyee Incentive payment sys-
tems of five midwestern farmer cooperatives. The incentive plans of these five
associations cover samples of most major types of employee incentives provided
by farmer cooperatives today. ^

Numerous requests to Farmer Cooperative Service for information on employee
incentive plans prompted the study. Farmer cooperatives in increasing numbers
are finding it necessary to think in terms of some form of incentive plan be-
cause of definite trends in this direction. Before reaching a decision, any
association exploring the field can benefit by studying the numerous plans in
use by other associations.

Note; The preparation of case reports such as those presented here would never be possible
without the active cooperation of the cooperatives that were willing to spend their time
and provide materials for our use. We are deeply grateful to them.



The main purpose of any incentive plan is to help get and maintain a competent

force of employees. Since many welfare and benefit programs affect conditions

of employment and influence an employee's morale and attitude toward his job

and the business » they also should be considered as vital parts of any incen-

tive system.

These programs include retirement annuities, group insurance plans, paid vaca-

tions and holidays, sick leave, relaxation periods or coffee breaks, credit

unions, recreational facilities, educational opportunities, and all other em-

ployee benefits provided in whole or in part at the expense of the cooperative,

Incentive plans provide methods through which farmer cooperatives may share
operating results with their employees. Although cooperatives do not make
profits for themselves as such, they do strive to increase the returns of
their members from farming. Thus, when employees receive incentive payments
they are sharing in savings which otherwise would have been available for dis-
tribution to members as patronage refunds. However, many cooperative officials
believe that when properly conceived and operated, an incentive plan increases
net savings and margins, reduces costs, and furnishes better and cheaper prod-
ucts and services to members and patrons.

Incentive payment plans should never be used to support an inadequate level of
basic pay, or as a substitute for fair regional wages for the industry. Coop-
eratives are beginning to recognize the need for a sound and adequate salary
and wage rate. It is of utmost importance to any incentive program that the
salary portion of total compensation be competitive.

While economic considerations are of utmost in^ortance in developing an incen-
tive program, the many intangible human factors should not be overlooked. The
job itself is iiif>ortant, and also the job climate.

While executives often differ in their opinions on the value of incentive pay-
ments, practically everyone is in favor of high employee morale. Efforts are
always being made to increase job enthusiasm and improve morale. However, in
this respect morale should always be thought of as the "drive to work well,"
not just a state of "contentment."

The cases included in this report provide a realistic basis for study and ap-
plication of concrete exaiiq>les of plans in use by various types and sizes of



fanner cooperatives. A detailed analysis of each plan should prove useful to

managers and directors Interested In installing an incentive program in their

own cooperative or in improving plans already in operation.

Scope of Study

As the first step in its study of en^loyee incentive plans, Fainner Cooperative
Service made a comprehensive review of literature covering the use of such
plans in various kinds of businesses outside the cooperative field. We made
an effort to determine what contributed to the success or failure of plans.
Information covered such points as methods, results, management and employee
attitudes, special requirements, conditions for success, and pitfalls.

A summary of this information was published in 1955 as a general guide to
farmer cooperatives interested in adopting some form of incentive payment
plan.i' .

The second phase of the study was completed with the publication of another
report in 1959.—' Information for this report was obtained by mail survey
from about 5,000 associations. The report provided basic information on the
use, general extent, and types of incentive compensation plans reported by '

farmer cooperatives in 1957. It also provided more complete identification
of the various employee Incentive payment plans in use, the specific types of
cooperatives using them, and associations which have tried and discontinued
plans.

In selecting the sample associations for this case study report, a limited
number of the associations responding to our mail questionnaire were requested
to submit copies of their plans for thorough review. Representative plans
from this group were then selected for detailed study, including personal
interviews with management and other personnel of the cooperatives involved.
This report covers detailed plans of five selected associations.

Many other fairmer cooperatives have employee incentive payment plans which are

just as effective as the ones described in this report. These particular plans
are provided exclusively for Illustrative purposes. It is hoped that they will
provide concrete ideas for cooperatives interested in starting or adding to
their present en^loyee incentive system rather than with the idea that any one
or all plans of any of the saiiq>le cooperatives be adopted by other cooperatives
exactly as they are. One cannot overemphasize the Importance of tailoring
incentive programs to fit particular situations.

1/ Qrlffln, Nelda. Employee Incentive Plans in Industry, Parmer Cooperative Service, U. S.
Dept. of Agr, Qen. Rpt. 12, 1955.

2/ Orlffln, Nelda. Employee Incentive Plans In Parmer Cooperatives, 1959. Parmer Coopera-
tive Service, U. S. Dept. of Agr. Oen. Rpt. 62.



The cases provide material for reflecting on use and developments in the field
of employee incentives as an approach to human relations and other broad corpo-

rate problems. For instance, on the strictly operating side incentive payment

planning is a matter of funds and cash flow; beyond this are broader implica-

tions of board policy in responsibilities toward the working force, hired
management, and farmer members and patrons, with an eye on resulting net

savings and services to members and patrons.

Detailed information covering the complete incentive system of the selected
cooperatives is presented in the following sections of this report for each
association. Before discussing the individual plans, however, a few general
comments regarding method of presentation, the associations, and their incen-
tive programs should be helpful.

Each case is presented separately. A general comment preceding the incentive
plans of each association provides basic information on the cooperatives them-
selves. This was considered necessary to give perspective and a setting to

make the plans more meaningful.

The associations are not referred to by name, but are designated as Coopera-
tive I, Cooperative II, and so on. Identity of the cooperatives is withheld
in order that full attention may be focused on the plans themselves. Other-
wise, it is felt that the plans might possibly be blurred with feelings and
opinions of the personalities of the management group or special circumstances
of the associations.

Desicjnin^ a Good Incentive Plan

Every incentive plan should be designed with specific objectives in mind.
Actually, each plan is a type of motivating tool. The objectives must never
be forgotten and the motivation tools must always fit the objectives. Also,
the various motivation tools or incentive plans must fit together into one
well-rounded incentive program.

This need for an integrated approach calls for tailormade incentive plans to
begin with, and a periodic review to keep the whole program in balance.
Managers and directors owe it to the cooperative and to employees to ask them-
selves several basic questions regarding their employee incentive program.

What are the objectives of the program? Are we getting the desired results?
Can any segment of the plan be made more effective? Do we need to add addi-
tional features? Can we eliminate certain features without harm to the program??

(lompelent Lcjial and Tax Advice Needed

Development of good employee incentive plans, especially pension and profit-
sharing plans, involves technical skill of a high order. Approval of such



plans from Internal Revenue Service of the U. S. Department of the Treasury is

required, if full tax benefits are to be obtained. It is almost iii^>erative to

seek and follow legal and tax advice as to conditions and procedures necessary
for such approval before any plan is adopted.

By far, the biggest growth in employee incentives in recent years has come in
profit-sharing plans that provide deferred benefits to eiq>loyees. Most often
these plans are used to finance employee pension funds. Tax advantages make
deferred payment type plans more attractive to en^loyees, especially those in
top-paying Jobs, than "cash" plans which distribute benefits annually in a

luiq> sum taxable at ordinary income tax rates.

If taken in installments after retirement, deferred benefits are also taxable
as regular income. But after retirement most enq>loyees fall in a lower income
bracket, which will mean a lower tax rate on any deferred benefits paid them
as retirement income on their share of the profits. If employees elect, or

the plan provides, that they take their profit-sharing benefits in a single
payment upon retirement, they are taxable as capital gains at a maximum rate
of 25 percent. These tax regulations apply to deferred-payment plans financed
entirely by the cooperative; if employees contribute, they are entitled to
recover their own contributions tax-free.

Special (Cooperative Aspects of Plans

The cooperative form of organization should not present any problem in the
establishment of an employee incentive program, particularly a savings-sharing
type plan. The idea of setting up a sharing formula is a familiar one to coop-
eratives. They are already accustomed to allocating patronage refunds to
farmer members. The theory and basis used for allocation of patronage refunds
to members needs only to be extended to employees.

For instance, a dairy marketing cooperative which distributes annual operating
savings to producer members on the basis of the value of milk shipped to the
cooperative by each member might apply the same percentage to wages and sal-
aries of each employee. And a farm supply cooperative distributing annual net
margins to patrons on the basis of supplies purchased likewise can extend
coverage to enqployees using the same percentage. For exaiiq>le, patron members
of a farm supply cooperative receive a 6 percent refund on their supply
volume, using the same percentage each employee would receive a bonus of 6

percent on his salary for the year.

Small cooperatives must be especially careful in planning their employee incen-
tive payment plans. They have a particular need for financial conservatism, as
most eiiq>loyee condensation contracts affect the future. They would do well to
keep fixed commitments at a minimum and to protect contingent payments by tying
them to net savings or margins or insuring against them. In the final anslysis,
this means using some type of savings-sharing plan to at least partially meet
the expenses of retirement, health, accident, and death benefits. Contributions
by cooperatives to such benefits would not become a fixed cost, which can be



burdensome in times of financial trouble, but would vary with the prosperity of
the cooperative from year to year. This way employee benefits would fluctuate
with farmer-member benefits.

A rather significant advantage of profit-sharing type incentive payment plans
is that the added income accruing to employees by this means is not counted as

part of the expenses of production and thus does not exert a direct influence
upon prices charged. As in the case of dividends to stockholders, the amount
of net margins disbursed as wages is determined after accounting for receipts
and disbursements has occurred.

Types of Plans Used by Cooperatives

Farmer cooperatives use most of the types of employee incentive payment plans
in use by other types of businesses. Stock options are an exception, as they
are not allowed by the bylaws of most cooperatives.

The types of incentive plans which 2,636 marketing £uid farm supply cooperatives
were using in 1957, and the percentage of the group using each plan, were as
follows :2'

Percent of
Type of plan cooperatives

using plan

Insurance, accident, or
health benefits In
addition to base salary 60

Pensions or retirement
annuities in addition
to base salaz>y 4l

Percentage of net savings
In addition to base
salary 36

CoBialsslon on sales In
addition to base salary 30

Plat annual bonus In
addition to base salary 17

Straight commission with-
out base salary 10

3/ Orlffln, Helda, Employee Incentive Plans in Parmer Cooperatives, Parmer Cooperative
Service, U. S. Dept. of Agr. Oen. Rpt. 62, 1959.



From the foregoing it is obvious some associations employ more than one plan.

Reference to the table of contents preceding each association report will show

that all five of these associations selected for special study provide all or
most of these types of plans, but the associations and plans all differ In

many respects.

General Findinfljs

The Case studies Illustrate two primary results which must be forthcoming If

an Incentive program Is to be worthwhile; that the plans be the type to en-

courage optlnnim performance by employees, and that over the long term the

plans be demonstrably In the farmer-members' Interests as well as the em-

ployees '

.

General findings from the studies follow:

^ ages
"

The salaries and wages reported by the five associations Included In this study
were In every case equal to or above the coosninlty average for similar work.
This means that the Incentive payments In every case are truly extra pay for
extra effort or accomplishments and not substitutes for low wages. More and
more farmer cooperatives are waking up to the liq>ortance of competitive rates

of condensation In getting and keeping coiiq>etent employees, especially mana-

gerial and technical personnel.

I nions

Eiq>loyees of two of the associations are not affiliated with any labor union.
Two of the associations have regular union enq>loyees.

The employees of one association have their own independent union. This
Independent union was organized and is operated by the employees of this one
association without ties of any kind with other labor unions or organizations.

Only in one of the associations, in which case special incentive plans are
provided for specific groups of employees, is any distinction made in coverage
of union enq>loyees by the incentive program. And in this case, while union
members are not covered by any of the special plans, they are covered by re-
tirement, group insurance, and other fringe benefits the same as non-union
en^loyees.

Management

A, key problem in maximizing the efficiency of cooperative operations lies in
Increasing rewards to and development of managers. Even reasonably high wages
do not have the same push for many men that the chance to make a profit does.



After all, cooperative managers must coiiq)ete with and think like entrepreneurs

who expect to earn more than just a wage.

Two of the associations covered by this report have special incentive plans

for management personnel. In one case the plan excludes the general manager,

assistant general manager, and secretary- treasurer, but covers all branch and

departmental managers. Each receives an annual cash bonus based on net margins
for the year and the percentage their branch operations contribute to total net

margins

.

The incentive plan for management employees in the other association covers the

general manager, distribution manager, controller, director of research and

education, research manager, educational director, advertising manager, service
manager, purchasing agent, and production manager. In this association the

incentive payment is based on gross margins and is paid in cash each quarter.

Stock or Other Equity (Capital

In discussing incentive plans with en^loyees of these cooperatives, and with
several others, great enthusiasm was always encountered when opportunity to
own s tock or other equity capital was mentioned. Three of the associations
provide opportunity for employees to acquire a proprietary interest in the
associations, although stock ownership for employees is still the exception
rather than the rule with most farmer cooperatives.

Employees own all the preferred stock of one sample association. Each eo^loyee
is given the opportunity to purchase five shares of preferred stock after six
months' employment, and after five years an additional share can be purchased
for each year of service up to ten shares. The same rate of dividend is paid
on this stock as that paid on common stock which is owned exclusively by farmer
members. The stock is recalled whenever an en^Ioyee severs his connection with
the cooperative.

In another sample association one-half the annual en^loyee bonus is paid in
the form of preferred, non-voting stock. The stock, like that issued to
farmer members, pays dividends and is handled on a revolving fund basis.

Employees of another of the five associations do not own either common or
preferred stock, but when additional capital is needed they are given the
opportunity to invest in the cooperative by purchasing special notes or bonds.

Opportunity for employees to buy into the company is very common in noncoopera-
tive types of businesses, primarily through stock options. Most farmer coop-
eratives are exclusively producer owned and voting stock is issued only to
producer members. This is a means of maintaining ownership and control among
farmer members.

Even when voting control is inportant it is still possible, however, to develop
plans which give employees some equity interest and a share in net margins.

8



This can be done, as Illustrated by these special case studies, by issuing a
special non-voting class of stock to cooperative employees.

In most cases the interest of farmer members is not diluted by providing a

special class of stock for employees, because net savings or margins in farmer
cooperatives are not as a rule reflected in stock value but are distributed
each year on a patronage basis. For this same reason stock ownership in a

farmer cooperative perhaps does not provide the same incentive it would in a

noncooperative business where net profits are reflected in stock value.

In noncooperative businesses, employees with a proprietary interest in the
business tend to work with the same interest and enthusiasm they would in a

business of their own. The interests of employees and owners become the same.
Employees are anxious to build value into the equity if they know they will
share in the increased value. Also, stock ownership tends to encourage a

longer term company point of view, and if the organization is growing, selling
stock or bonds to employees is an excellent way to acquire necessary capital.

Despite the differences inherent in the cooperative method of doing business,
the few cooperatives providing employees an opportunity to own a limited
interest in the business are well pleased with the results.

(jroup Insurance —

As indicated earlier, in 1957 about 60 percent of all farmer marketing and
purchasing cooperatives were providing group insurance coverage for at least
some of their employees. Most group policies are designed to provide a maxi-
mum of protection for a minimum cost.

Several types of group insurance plans are provided all employees of the five
associations included in this study. Most of the plans are contributory, but
in a few cases the entire cost is borne by the cooperative.

Insurance coverage provides employees with a sense of security and thus aids
the cooperative business in hiring and holding competent personnel. Security
against the risks of illness, accidents, disability, and death can be provided
on a group basis much more cheaply than is possible on an individual basis.
Most modem group policies can be obtained at such a reasonable cost that few
employees decline to participate even though they are called upon to pay a

portion of the cost.

\y Cooperatives considering adopting or expanding their group Insurance programs will find
helpful information In a report published by Parmer Cooperative Service In 1955,
Developing a Group Insurance Plan for Employees of Cooperatives, by French M, Hyre.
General Report 17, Pao'mer Cooperative Service, U, S. Dept. of Agr,

This report was based on a study of 40 selected group insurance plans being used by
farmer cooperatives at that time. The report discusses different kinds of Insurance
available under group policies, characteristics of group insurance, underwriting
practices, and factors affecting cost.



In some of these sample cases a minimum amount of group life, health, accident,
and surgical insurance is provided to all employees without cost to employees,
and additional amounts are offered on a contributory basis to those employees
who desire more substantial coverage.

Retirement Plans —

Forty-one percent of the farmer marketing and purchasing cooperatives in the
United States had pension or retirement plans in 1957. All five of the asso-
ciations included in this special study provide retirement protection for their
employees

.

A cooperative need not be large to have a pension plan. Relatively small
organizations can have soundly self-administered and funded plans. However,
some very small associations may find it more feasible to provide pensions
through insurance annuity plans even though the cost may be somewhat higher.
Like group insurance plans, many pension plans are contributory. Even if em-
ployees are required to contribute to the cost of their pension plans the
advantages are far better than could be had by private saving.

Developing a good pension plan Involves both legal and technical skill. If
full benefits are to be obtained the plan must be qualified under Internal
Revenue Service regulations. Again, we would like to emphasize the Importance
of obtaining competent legal and tax advice before any plan is adopted.

Perhaps one of the reasons pension plans have spread so rapidly is the tax
encouragement given to approved plans. Any business can help its employees
build retirement protection at great savings. In the first place, all contri-
butions to employee pension plans by business organizations are deductible as

costs, the same as regular salaries and wages, and therefore, may be provided
from "before- tax'' funds. However, these contributions made by businesses to
employee pension funds are not considered as Income to employee members of the
plan. This makes it possible for employees to build much larger retirement
incomes than they could by a private savings plan. As a further advantage.
Interest earned on pension trust funds is tax exempt.

With all these advantages, pension plans can be made very attractive. They
offer job security and serve as a strong incentive for employees to remain with
the business.

Pension or retirement plans are often combined with "profit-sharing" or de-
ferred compensation plans. Two of the associations covered by this special

5/ A report Parmer Cooperative Service published In 1957 discussed the many different
kinds of retirement plans used by cooperatives. It was PCS Circular 21, Retirement
Plans of Parmer Cooperatives, Parmer Cooperative Seirvlce, D. S, Dept, of Agr, While
the report was Intended primarily for cooperatives which had not yet adopted a plan,
the information is also of interest and value to cooperatives with retirement plans
already in effect.

10



study have retirement plans that are comhined with "savings-sharing" plans.
The other three all have separate contributory retirement plans, but one has
an additional non-contributory retirement plan for employees who do not choose
to participate in the contributory plan.

In order to get Internal Revenue Service approval, pension plans must not dis-
criminate in favor of any particular employee or group of employees. Manage-
rial personnel may participate, but they must be treated the same as other
employees.

The pension plans of the five associations covered by this report cover all em-
ployees. All the plans have been approved by the Internal Revenue Service.

Saviiijis-Sharinji Plans and Employee Trust Funds

All five of the sample cooperatives base a large portion of their employee in-

centive payments on how well the business is doing. In four associations the

!" contributions made by the cooperative to employees or to employee trust funds
are tied to net margins or savings; in the other cooperative they are based on
gross margins.

Three of the cooperatives apply the same ratio or percentage to employee wages
and salaries each year as they do to member business to distribute patronage
refunds.

The Internal Revenue Code specifies that no employer can deduct for tax pur-
poses in any one year an amount in excess of 15 percent of the compensation
otherwise paid or accrued during such taxable year to employees covered by
profit sharing plans. Two of the cooperatives included in the study specified
in their plans that a maximum of 15 percent of total base compensation of em-

ployees be distributed to the employees in any year. The plan of one of these
associations provides that a flat 5 percent of net savings be distributed to
employees each year provided the total amount does not exceed the 15 percent
limitation referred to above. The plans of the other associations do not pro-
vide for any ceiling on sharing payments each year.

Three of the cooperatives have deferred-payment type savings-sharing plans for
all employees. In two instances these plans are designed to provide pension
benefits and separate retirement plans are not provided. The other association
provides pension benefits under a separate plan--not tied to the trust plan.

The savings-sharing plan of one of the associations is designed so that employ-
ees contribute anywhere from 1 to 10 percent of their salary or wages to the
fund. Employees do not contribute to the trust funds of the other two associa-
tions.

The two associations in the study which do not have deferred-payment plans as

such both have contributory retirement plans. One also has a savings-sharing

11



plan which is paid directly to employees each year--one-half cash and one-half

stock. In the other association the incentive payments are distributed to

employees in cash on a quarterly basis.

/ . • 6/
(commissions —

Commissions are perhaps the most direct of all forms of incentive compensation.

This type of compensation is well adapted to selling jobs. A substantial num-

ber of employees working for farmer cooperatives are salesmen. Very often a

separate and distinct compensation policy is established for cooperative sales-

men, usually based on a commission or commission plus salary.

Commissions differ somewhat from other types of incentive payments in that they
are only indirectly related to the net margins or savings of the organization,
and they are not always over and above acceptable and adequate rates of regular
pay.

Salesmen of three of the associations selected for this study are paid on a

salary plus commission basis. Each of the plans is described in detail later
in this report.

Other Benefits

Other benefits reported by these five associations include the following:

1. Educational opportunities.
2. Paid vacations and holidays.
3. Sick leave.
4. Social and recreational activities.
5. Credit union.
6. Suggestion box.

7. Employee representation at meetings and on committees.
8. Job evaluations.

6/ Another Parmer Cooperative Service report. Pay Plans for Co-op Tank Truck Salesmen, by
Warren J. Mather, highlighted information collected in a detailed study of compensation
plans for petroleum dellverymen in effect in 195**. This study. General Report 46,
Parmer Cooperative Service, U. S. Dept, of Agr., showed that cooperatives employed tank
truck salesmen iinder three principal methods of compensation. Out of 1,327 cooperatives
reporting, 41 percent, employing 29 percent of the salesmen, paid commissions only;
37 percent, employing 29 percent of the salesmen, paid straight salaries only; and
19 percent, employing l6 percent of the salesmen, paid salaries-plus-inoentive payments
only,

12
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(Cooperative 1

This association was organized approximately 30 years ago with less than 200
members. In its early years it was primarily a farm supply association but
over the years has expanded and diversified. Now it operates a hatchery,
lumber yard, bulk and liquid fertilizer plants, a feed mill, and about a dozen
grain elevators. Membership has increased to over 5,000.

Annual volume of business during the last few years has been around $7 million.
Almost two-thirds of this was from marketing grain, predominantly corn and soy-
beans, but including some wheat, oats, and rye.

Supply business amounts to about $2.5 million annually. Major commodities
handled are fertilizer, petroleum products, building supplies, and feed; but
numerous other supplies are also handled.

This cooperative is a local association, operating primarily in one county in
a midwestern State. It is a member of a large federated cooperative. The asso-

ciation employs 60 to 65 persons full time. In addition to the manager, assist-
ant manager, and secretary-treasurer, there are 10 office employees, 9 branch
managers, and 3 division managers. Eleven employees are mostly "on the road,"
as petroleum deliverymen and salesmen. All other employees may be classified
as truck drivers or laborers

.

None of the en^loyees belong to a labor union.

The association has been notably successful. However, it should not be assumed
that its incentive program is the entire answer, or even the most important
reason for its success. The association has had excellent management from the
time it was organized, and the high degree of acceptance among the farmers of
the area is of primary importance.

It has been said many times that no employee incentive program can compensate
for poor management, but good management has proved time and time again that a
properly functioning incentive program can be a valuable tool.

This association has a well-planned diversified incentive program that is

considered highly effective and worthy of study by other farmer cooperatives.
The incentive system is comprised of several different plans, some covering
all the employees and others limited to particular groups of employees.

All full-time employees participate in the annual bonus. The retirement and
group insurance plans cover all full-time employees who wish to participate.
A separate incentive program covers branch and departmental managers only. A

17



('ooperative I

salary plus coinmission contract is provided for petroleum dellverymen. Each
of these plans will be described separately.

Before studying the details of these plans, however, a look at table 1 will
provide an overview of the payroll of the association. Table 1 shows the total
payment made by the cooperative directly to or for the benefit of each of the
11 branch and department managers, several other representative employees (from
the highest paid to the lowest) and the total for all 54 full-time employees
during a recent fiscal year. Top management and several employees, who were
not employed for the full year, are not included in the totals.

As coii5)uted from this table, a little better than 77 cents of every payroll
dollar was base pay. Overtime (one and one-half times base pay for time worked
in excess of established hours) and conEnission accounted for nearly 11 cents
of each dollar; bonus payments, 4 cents; and incentive payments to branch man-
agers, a little over 1 cent. The other 7 cents of each payroll expense dollar
was used to pay the cooperative's (employer's) portion of the retirement and
group insurance programs, social security, unemployment taxes, and Federal
excise taxes.

Employee Bonus Plan

In addition to base salaries, employees of this cooperative receive an annual

bonus. All employees who are on the payroll on a full-time basis from Janu-

ary 2 of the year the bonus is declared until it is paid qualify for the bonus.

The bonus plan was started in 1948, and a bonus has been paid every year except
one since that time. The plan has never been formally adopted as a permanent
arrangement, however. The board of directors determines at the end of each
year whether a bonus will be paid and if so what the amount will be.

The bonus plan is in a sense a "profit-sharing" plan since the bonus is always
based on refunds made to patrons on supplies purchased. That is, each en^loyee
receives the same bonus on his salary as patrons receive refunds on their pur-
chases. If the cooperative pays patrons a 5 percent refund on their supply
volumes, each employee receives a 3 percent bonus on his salary for the year.
A "good year" for patrons is a "good year" for employees.

The size of the bonus has ranged all the way from 11 percent of net margins in
1958 to "zero" in 1951. The employee bonus as a percentage of net margins is
shown for seven years as follows:

Year Percent

1959 4.50
1958 4.00
1957
1956

7.00
6.50

1955
195*^

7.00
4.75

1953 4.75
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Cooperative 1

Table 2. - Cost analysis of bonus plan for all employees
of Cooperative I, 1955-1959

Year Number of
employees

Total annual
bonus payment

Average annual bonus
payment per employee

1959 , 59
1958 61
1957
1956

5!*

5^
1955 5a

5-year
average 57

$12,185
10,86if

17.113
l't.963
16.313

1U,287

$206
178
317
277
281

250

As shown by table 2, the average annual cost of the employee bonus plan over
the 5 years, 1955-1959, was $14,287. The average number of employees covered
during this period was 57. On this basis, the average annual bonus payment
per employee was about $250.

The size of payments to individual employees is shown in table 1 with other
payroll expenses. Bonus payments for all 54 en^loyees (top management and
employees not eiiq>loyed for the full year excluded) amounted to approximately
$11,000 for the year. Payments to individual employees for the same year
ranged from $75.47 to $371.63, with an average of $206. Bonus payments ac-

counted for about 4 percent of the association's total employee expense for
the year. The ratio of bonus payments to base pay was roughly 19 to 1.

The cooperative treats bonus payments, like regular salaries and wages, as an
expense. It pays the bonus annually to each en^loyee, one-half in cash and
one-half in stock of the cooperative. The stock, like that issued to members
and patrons, is handled on a revolving fund basis. It does not carry any
definite dividend rate. The rate is established each year on the basis of
the earnings of the association. So far, it has not been less than 4 percent.

Since employees receive one-half their bonus payments in stock each year, they

thereby acquire a special interest in the cooperative. The association believes
this interest is sufficiently significant to provide incentive and increase

operating efficiency. ^

Incentive Program for Branch Managers

An incentive program for branch and departmental managers has been in operation
since 1953. The plan covers all three division managers (grain, feed, and
fertilizer) and all nine branch managers. Top hired management- -the general
manager, assistant general manager, and secretary-treasurer—are not included.

This is a continuing pre-arranged incentive plan which has been formally ap-

proved by the board of directors, hired management, and participating employees.
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(-ooperalive I

The managers' incentive bonus is paid annually. Participating employees share
according to the amount their branch operations contribute to net margins of
the association each year. The annual report is the basis for calculating the
exact bonus of each person. Employees receive their payment in cash as soon as

it can feasibly be calculated each year.

The branch managers' incentive program is based on local association margins as

set forth by the auditor, the bookkeeping department, and top management after
all necessary deductions and indirect expenses have been calculated and de-
ducted. Refunds from the federated association to which this local cooperative
belongs are excluded in figuring net margins for purposes of this incentive
bonus

.

Method of Calculating

Branch operating expenses are increased semiannually in arriving at the man-
agers' incentive bonus by the following:

1. Two percent of the average of highest recorded inventory during 6-month
period (July 1 - Dec. 31) and the closing inventory Dec. 31.

2. Two percent of the average of highest recorded accounts receivable (in-

cludes notes receivable and contracts) during 6 month period (July 1 - Dec. 31).

3. Repeat procedures (1) and (2) for period Jan. 1 to June 30.

The following two adjustments are also made in arriving at the managers' incen- '

tive bonus:

1. Grain inventory (except grain held for feed) is excluded from elevator
inventories.

2. Interest received from patron notes is credited to the operations responsi-
ble for the note. <

After these adjustments have been made, the branch managers' incentive bonus is

calculated on the following net margins basis: .

. Two percent of net margins for amounts under $5,000.00

. Three percent on total amount if net is between $5,000.00 and $15,000.00

. Four percent on total amount if net is between $15,000.00 and $30,000.00

. Five percent on total amount if net is over $30,000.00

In addition to the preceding procedure for calculating incentive payments a
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written agreement with participating employees includes the following provi-

sions:

1. Top management shall have final Jurisdiction regarding olasslfloatlon of
expense, transfers, maintenance, repairs, equipment, etc.

2. Top management shall have final say on who shall receive incentive pay,
breakdown at branches, when necessary, etc.

3. Employees receiving incentive pay will be eligible for regular employee
bonus under the employee incentive bonus plan Just described. However,
incentive pay will not be included when calculating bonus.

4. Incentive pay will be subject to regular payroll deductions.

Cost and Payments

Total incentive payment for branch operations averaged approximately $5,200 a
year over a recent consecutive 4-year period. Eleven employees were covered
each year. The total annual payment for this same 4-year period ranged from a
high of $8,028 to a low of $3,395.

Individual incentive payments for the 11 branch and department managers covered
by the incentive plan during the 4 fiscal years are shown in table 3. Annual
individual payments for the 4 years ranged from a low of $13 to a high of
$1,609. Average annual individual total payment for the period ranged from
$309 to $730.

The total incentive payment of $3,395 for 11 employees for the last fiscal
year shown in table 3 con^ares with base pay for the same year for the same 11

persons of $53,478 as shown for the same year in table 1. This is a ratio of

Table 3* - Annual Incentive payments to eleven branch and
departmental managers for recent 4- year period

Individual
employees

First year Second year Third year Fourth year

'1 $122
2 k2
5 358
4 1.239
5 37
6 1.023

P5
1.609

9 179
10 135
11 179

Total — 11
employees 5.058

Average annual
payment per
en^loyee kSo

$537 $108 $214

1,588
5^ 585

321 13
93 72«f 13

959 133 32
1.609 485 236
627
216

1.609 585
102 168

537 238 109
537 108 1.359
250 500 81

8,028

730

'^.385

399

3,395

309
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almost 16 to 1. Comparing total incentive payments of $3,393 with total em-
ployee costs of $63,779, for these 11 employees for the year, gives a ratio of
about 19 to 1.

Incentive payment costs accounted for roughly 1.2 percent of total employee
costs ($272,981 for all employees) for the year reported in table 1.

Evaluation

The incentive program for branch managers has been in operation over 10 years
and is apparently working well. All employees covered and top management are
happy with the plan. Since each branch manager's incentive payment is based
on branch operations, each one is highly conscious of efficiency in operations
and of the importance of keeping expenses down. Top management reports that
individual branch managers have become much more conscious of e3q>enses since
the plan was put in operation.

The incentive program helps to utilize employees to full advantage. Any em-
ployee who is not busy in one branch is transferred to another branch where
he is needed. Managers are delighted to do this because expenses in their
branch are thereby decreased. Full utilization of employees in this manner
is an advantage of diversification — different departments are generally
busiest at different times.

As indicated earlier, the incentive program for branch managers does not cover
top hired management -- general manager, assistant general manager, or secretary-
treasurer. In setting up the incentive plan, top management felt it was needed
more at the branch level as a stimulative factor. During the interview, top
management commented that where the general manager is on a salary and also a

commission or incentive of this type, the desire to increase net margins can
conceivably overweigh the overall welfare of the organization. For these
reasons, and at the request of top management, this incentive program was
limited to branch and departmental managers.

On their own initiative, some of the branch managers share their incentive pay-
ments, according to plans worked out airong themselves, with their top assistants
or other key employees in their branches. Each eitqjloyee so covered generally
becomes more conscious of expenses and strives for increased efficiency of
operation.

The fact that both inventory and accounts receivable are taken into considera-
tion when figuring incentive payments is believed to be another key reason this
plan has worked successfully.

The only problems in connection with this incentive program have been those
caused by organizational changes. When a department which is losing money is
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added to a branch making money, the branch manager affected finds that he not

only has new duties but his Incentive is cut. Such problems have been handled

on an individual basis to date and have been worked out to the satisfaction of

all concerned.

(Commission for Servicemen

This association has maintained a salary and commission contract with petroleum
deliverymen since 1946, The original contract was revised in 1959. The agree-

ment, as reproduced on the following pages, became effective on September 1, 1959

I

24

THIS AQREEMEMT, made and entered into this day of , 19 ,

by and between this Agricultural Cooperative Association (hereinafter referred
to as the "Association" ) which Is ez>gaged In the distribution of petroleuo
products and other supplies to local farmers, has this day contracted with
the Serrlcenan under terms, conditions, and for considerations as follows:

1. The Association agrees to employ the Serviceman, and the Serviceman agrees
to work for the Association, In the territory allotted to the Serviceman by
the Association, which tezrltory may, from time to time, be changed or ad-
justed by the Association In supplying to the Association's patrons and
others. In the allotted territory, their requirements of petroleum and other
prodxicts handled by the Association. The Serviceman agrees to devote all of
his time thereto, and not to sell or fxumlsh any petroleum products or other
supplies or services on his own behalf or for any other person, firm or cor-
poration whatsoever, whether or not In the allotted territory during the life
of this agreement.

2. The Serviceman, In supplying such petroleum and other products to the As-
sociation's patrons and others, shall sell same at the prices specified by the
Association and shall make all sales for cash or In accordance with the credit
policy of the Association. The Serviceman will be responsible for all credit
extended by him unless specified approval has been granted In writing by the
credit officials of the Association. The Association shall withhold from
Sei>vlceman'8 commission and retain as a reserve an amount equal to 5^ of the
gross commission on motor fuels due at the end of each six months until said
reserve has become equal to one-third of Serviceman's accounts receivable that
are over 90 days as aged by the accounting department, plus 1/3 of the notes
and other Indebtedness or $300.00 whichever Is greater. At such time as this
reserve reaches the above level, only sufficient amounts will be added or
deducted to keep It at the proper level but It will at no time drop below
$300.00, except on termination of employment. The Association also reserves
the right at any time to charge an account to this reserve. All receivables
charged to reserve become property of Serviceman. On December 31st and
June 30th of each year, all accounts over one year and not authorized by the
Association shall be charged to his (Serviceman's) reserve.

3. All goods handled by the Serviceman shall, at all times, remain the prop-
erty of the Association until delivered to the patrons.

U. The Serviceman shall keep true and complete records and accounts of all of
his transactions with and for the Association as prescribed by the Association.
He shall make collections for all products sold by him on behalf of the Asso-
ciation, and remit the proceeds thereof to the Association the day on which
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such collections are made, and In no event later than the following working
day; and shall account to the Association, upon demand, for any and all prod-
ucts and equipment delivered and furnished him by the Association and pay the
Association, upon demand, for all shortages in equipment at the fair market
value thereof.

^. The Association may require the Serviceman to post bond for possible mis-
appropriation of funds or property, the premium thereof to be borne by the
Association.

5. As compensation for his services, the Serviceman shall be paid a salary of
$60.00 per week, plus 'yi per gallon on all oils delivered, 24 per pound on all
greases delivered, 10^ per gallon on all antl-freeze and fly spray delivered,
and 10^ on oil filters, payable monthly, on or before the 10th month proz.
Commissions shall be paid on petrolexuo fuels at the rate of 1/2^ per gallon on
all fuels over a base gallonage for each six months period of 100,000 gallons,
an additional 1/2^ per gallon commission on all petroleum fuels over a base
gallonage for each six month period of 140,000 gallonage, and an additional
1/2^ per gallon commission on all petroleum fuels over a base gallonage for
each six months period of 200,000 gallons sold and delivered by the Serviceman
to patrons of the Association. Fetroleum fuel commissions shall be payable on
the 13th day of Janiiary of each year for the previous six month period beginning
July 1st and ending December 31st, and on the l^th day of July of each year for
the previous six months period beginning January 1st and ending June 30th. How-
ever, if the Serviceman shall have worked only a portion of any six-months
period, the coBunlssions on petroleum fuels shall be pro-rated by dividing the
base gallonage for six months by twenty-six (26) and by multiplying the result
of the number of weeks worked, the product of which shall be the base gallonage
for the period worked, and over which the Serviceman shall be entitled to com-
missions at the rate of 1/2^ per gallon on all petroleum fuels delivered. Such
compensation shall be in gross and the Association shall deduct therefrom all
deductions required by law.

6a. All goods sold on a discount basis are subject to adjusted commissions.
When motor fuels carry a quantity discount of 1-1/2^ per gallon to patrons,
the Serviceman shall absorb 1/U^ per gallon of said discount. Serviceman to
absorb 1/2 of discount given on fuel oil. Other special discounts subject to
agreement at time of sale.

7. The Association shall furnish to the Serviceman all delivery equipment
deemed necessary by the Association, to permit the Serviceman to reasonably
perform his duties.

8. The Serviceman shall, at all times, be subject to the control and super-
vision of the Association, and shall co-operate with the Association In every
manner, promote its best Interests to the fullest possible extent, and shall
comply with any and all directions given him by the Association.

9. In the event of the termination of the Serviceman's en^lojrment, he shall
be entitled to his salary for the pro rata portion of the month in which his
services are terminated, and to the oomBlssions, as above provided, only in
the products supplied to patrons and others up to the date of the termination
of employment. The Association shall be entitled to offset, as against any
money due the Serviceman from it, any and all amounts due the Association
from the Serviceman of which he is responsible, and for all products and
equipment of the Association held by him, provided that such offset shall not
relieve the Serviceman from personal liability for any such amounts. Upon
termination of employment, the Serviceman's reserve shall be held in escrow
by the Association until every possible effort has been made to collect the
accounts or notes receivable after a period, not to exceed 90 days, uncollected
accounts shall be charged against reserve. Said account shall then be assigned
to ex-serviceman and balance of reserve, if any, refunded.
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10. Helther this agreement nor any of the rights or benefits hereunder shall
be assigned by the Serviceman without the prior written consent of the Asso-
ciation.

11. This agreement supersedes any agreement theretofore in effect between the
parties and shall continue and remain in effect for am indefinite period, but
may be terminated by either party on thirty (?0) days written notice provided
that the Association shall have the right to terminate same immediately and
without notice, upon breach of any of the terms and conditions hereof by the
Serviceman.

12. A bonus of $120.00 will be paid Serviceman at the end of each six months
period (at same time commissions on fuel are paid as set forth in article 6)
provided: total accounts receivable less ?0 day accounts for said Serviceman
do not exceed $1,000.00 and no account is over one year as aged by the book-
keeping department.

Witness:

Cooperative Association

""'""'^
Manager

" ServTceman"

Since the foregoing contract was made several minor revisions have been made in
it, significant changes being as follows:

1. Establishment of a credit reserve as outlined in paragraph 2 of the agree-
ment and also a semiannual bonus for keeping accounts receivable under control
as provided in paragraph 12.

2. Weekly salary was increased and commission calculations, which were
previously made on an annual basis, were changed to a 6-month basis.

3. provision was made for termination of contract by either party by written
notice.

An analysis of total annual pay of five petroleum deliverymen who were employed
full-time under the consnission agreement as revised indicates that their average

individual pay for a recent year was roughly as shown on the following page.

These figures indicate that the average annual commission paid to petroleum
deliverymen accounts for over 51 percent of their total expense to the asso-
ciation. Base pay accounts for approximately 35 percent and overtime and the
annual employee bonus, about 4 percent each. The association's portion of re-

tirement benefits, group insurance policies, F.I.C.A., and State and Federal
taxes accounts for almost 6 percent.

26
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Base pay $2,'t70

Overtime 299
Commission 3*588
Bonus 279

Total $6,636

Add eiq;>loyer's portion of:
,

Retirement*'
Group Insurance
P.I.C.A.
State Unemployment and

Federal Excise Tax

$193
73

107

12

Total
,

?85

Total average annual cost
per employee $7,021

1/ One employee elected not to participate
In the retirement plan. Average annual
Individual cost for the four employees
covered was $242,

Employee Retirement Plan

All en5)loyees are eligible for retirement insurance on the first day of January
following the first 6 full months of employment. Benefits date back to the
beginning date of employment, however.

As a condition of employment, each employee authorizes the association to

deduct from his pay on a regular monthly basis 2.67 percent of each $100 earned.
The cooperative pays the balance for the retirement program. On the average,
the cooperative pays over $4 conqpared to each $2,67 paid by employees.

The plan was developed in 1940 by a joint committee representing several farm
organizations, including the federated cooperative of which this local associa-
tion is a member, to provide retirement benefits to their respective employees.
This local cooperative adopted the plan in 1941.

The federated association has assumed the responsibility of general employer
for the practical administration of the retirement plan. It entered into an
agreement with a life insurance company whereby the life insurance coiiq>any

administers the plan in accordance with the master contract under supervision
of the joint committee referred to above. The master group annuity contract
ie on file with the federated association.

17
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The plan is designed on, and functions on, the cooperative principle and is
classified as a contributory plan. Contributions of the employer and pa3n:oll

deductions of employees ultimately provide retirement benefits for employees.

The plan is insured. Thus, employees are protected under the insurance laws
of the State and are assured that the obligations of the agreement will be ful-

filled.

The group annuity contract, as underwritten by a selected life insurance company,
guarantees the benefits as set forth in the master annuity contract. The life

insurance company issues to each participating member employee an individual
certificate which specifies the benefits payable, the dates upon which retire-

ment income benefits are available, and other pertinent information necessary
for each member employee's understanding of the plan.

Detailed information about the plan is sunxnarized below and on the following
pages

.

EBiployee Eligibility Requlretoents

All regulsj^ly enqployed persons of approved affiliated organizations of the
federated cooperative may become participants In the retirement plan upon fill-

flllment of the following requirements:

(a) Length of Service—If the employee has been continuously employed
for b consecutive months prior to the date the plan was made available
by the organization of which he Is an employee, or on any succeeding
anniversary date thereafter, providing he has been enqployed for 6 con-
secutive months prior to such date.

(b) Age (nearest birthday)»If the engployee Is not over 60 years of age
nearest birthday on January 1, following 6 months of continuous eiqploy-
ment.

(c) Condition of Enmloyment—The affiliated organization, upon aceept-
ance for participation In the plan, agrees through formal action of
Its board of directors to certain conditions whereby Its respective
employees may become participating egq)loyee members of the plan.

(1) EBq)loyed Prior to Installation of the Plan—Individuals who
were employees prior to the effective date of the plan by their
organization may elect to accept or reject membership In the
plan.

(2) If Eaployed After Installation of the Plan-«It shall be a
condition of employment, as established In the eii5)loyBent policy
of the affiliated organization, that any Individual employed
after the effective date would become a participating member In
the plan upon meeting the eligibility requirements, as set forth
In (a) and (b) above, as a condition on which he obtained such
eiq>loyment.

il
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Employee's Salary Classification

On the Initial date of the enployee member's participation in the plan and
annually thereafter on each succeeding January 1, the employee's salary
classification is established. Establishment of the salary classification
is essential for calculating the deduction and the employer's contribution
for each employee during each membership year* Ultimately it is the deter-
mining factor in computing the retirement annuity benefits payable to the
employee at retirement age. The salary classification is determined as
follows:

1. If the employee member 's compensation Is payable on a wage or salary
basis, the base wage (the base wage being defined as the compensation payable
monthly as of January 1 of each year of the envloyee member's participation
in the plan, exclusive of any compensation or remuneration for overtime in
excess of regular work-week, bonuses, premiums, gifts, etc.) as of January 1
each year is used as the salary classification (unless increased by past
service adjustment—see paragraph below).

Where the regular work-week is in excess of forty (40) hours, entire compen-
sation received monthly for such regular work-weeks is considered as base
wage for establishing salary classification.

2. If the employee member's coiqpensation is payable on a commission basis,
the monthly average of the total amount paid the member employee for the
previous twelve months, or for the period eiq>loyed, if less, is used as the
salary classification as of January 1 of each year.

The affiliated organizations recognize the years of past service which their
respective eiqployee members have rendered. This recognition is made in the
retirement plan by means of an optional increase in salary classification,
available at the time the affiliate enters the plan.

Bo^loyee's Deductions

Upon becoming a participant the en^loyee authorizes his employer to make
regular payroll deductions during each month of his employment. The amount
of each monthly deduction is equal to 2.6? percent of the salary classifi-
cation as established for the member employee as of January 1 of each year
of membership in the plan. No changes in the salary classification or the
amount of monthly deductions are made during the year. Thus, the salary
classification established on January 1 of each year pre-determines the
monthly deduction for the ensuing year.

Employer's Contributions ' '

The federated association and the affiliated organizations participating in the
retirement plan, including this cooperative, contribute their proportionate
share of the premiums and cost as determined by the life insurance coiq>any.
Such contributions are sufficient, together with the deductions of the enployee,
to accumulate a reserve fund which guarantees the retirement benefit of all em-
ployee members participating.

Retirement Date

The normal retirement date for each enployee is the January 1 nearest his at<
tainment of age 65, and retirement Income begins at that time. An en^loyee
may arrange with his employer to continue working after that date, but this
does not affect his retirement income and no further salary deductions or
employer contributions are made.
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Any employee member may retire on the anniversary nearest his attainment of age
55 or on any subsequent anniversary prior to his reaching age 65. In this ease
an adjusted Income begins on the date chosen, for an amount based on the em>
ployee's age at the date selected and the accumulated credits then available.
The employer must Join in the request for early retirement.

Income at Hoirmal Retirement Date

Each employee's monthly Income begins on the January 1 nearest his 65th birth-
day and continues for the remainder of his lifetime. The amount of the monthly
payment is equal to the accumulation of 1 percent of his monthly salary classi-
fication for each year he has been a member. This income is in addition to
Social Security benefits and income which the employee may have from any other
source.

The following table appears in a booklet explaining the retirement plan whldi
is given to all participating employees. The booklet provides employees with
an estimate of their monthly retirement income provided they retire at normal
retirement dates.

9ow To Estimate Monthly Income
at Normal Retirement Date

If average monthly wage
classlfic

1^ of wage

ation is.......<,. $200 $300 $400

class ifieation
for each year ........... .. $2 $3 $4

Number of
Age when years to
entering retirement
the plan age of bj Normal retirement income

20 »*5 $90 $135 $180
25 ko 80 120 160
30 35

11
105 140

35 30 90 120
1^0 25 50

11
100

k5 20 40 80
50 15 30 ^5 60

55 10 20 30 40
60 5 10 15 20

The monthly income is paid for life after retirement
age, independently of, and in addition to. Social |

Security benefits.

Option To Provide Life Income to Wife or Husband

Each employee may choose to have the Income paid as long as either he or his
spouse may live. If he so chooses, the eo^loyee names a third person as
beneficiary. The income still begins at the employee's retirement date but
is for a reduced amount. This option must be requested at least 3 years
before the x^tlrement date.
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Termination of Service

Upon termination of an employee member's service with his employer for any
reason other than retirement, the employee automatically gets a paid-up monthly
Income beginning at the normal retirement date and continuing for life. The
amount of monthly Income Is based on his earned credits up to the date of
termination.

Instead of the pald-iqi monthly Income the employee may elect to receive:

One: In cash, the full amount (100 percent) of all salary deductions plus
compound Interest on the deductions. The Interest begins the second year of
membership and the rate is 3 percent for deductions made prior to January 1,
l^^Jt and 2-1/2 percent for deductions made January 1, ishj, and later; and

Two: In cash, credit from the employer's contributions, in accordance with
the following tabulation:

Percent of eng)loyer ' s con-
Pull years tributions credited for
of servfce employee at termination

0—^ None
5—9 25

10.14 50
15-19 75
20 and over .••.•••••. 100

Death Benefits

In the event of the death of an employee member before retirement, his bene- i

flolary receives the full amount of his deductions, together with interest.
Interest begins the second year at the rate of 3 percent eoi^ounded annually
on all deductions made prior to January 1, 19^^?, and at the rate of 2-1/2
percent ooiq>ounded annually on all deductions laade after January 1, 19*^7*

The death payment does not include any portion of the enqployer's contribution.

In the event of the death of an eit{>loyee member after retirement, the bene-
ficiary receives an amount equal to the death benefit immediately prior to
retirement, less any Income payments already made prior to death. In oases
where the eiqployee member has elected a life Income for himself and his spouse,
the payments cease at time of death of the last survivor and any death benefit
then goes to the beneficiary.

General Provisions

Leave of Absence

In case of temporary absence, authorized by the employer, because of sickness,
injury or requested leave of absence, deductions for the retirement plan con-
tinue if salary continues. If salary ceases, deductions are suspended until
the eiq>loyee returns to work. At that time deductions for the period of
absence are made as arranged by the eiqployer and en{>loyee and authorized by
the life Insurance company.

Transfer of Employees

In the event a participating member terminates envloyment with an affiliated
organization, but Is rees^loyed within 30 days by another affiliate of the
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federated cooperative that has the sane retirement plan for Its employees,
such employee Is not, for the purpose of this plan, considered as having
terminated his employment record, provided his deductions are continuous and
are Included In the next regular monthly report of his new employer succeeding
the date of employment. This provision makes It possible for eiq>loyees to
transfer from one local association to another without disturbing retirement
benefits under this plan.

Limitation of Assignment

For the en^loyee member's protection, the certificate and the retirement
Income, as well as other benefits and refunds under this plan are, to the
extent permitted by law, not assignable.

Certificates

Bach eiq>loyee member receives a certificate from the life insurance eoBq>any
designating rights and privileges under the terms of the master group
annuity contract issued by the life Insurance company to the federated
cooperative.

Change or Discontinuance of Plan

The federated cooperative, and affiliated organizations (inolvuling the local
association) reserve the right to change or discontinue the retirement plan
and group annuity contract at any time, but such change or discontinuance
will not in any way affect the amount of retirement income previously pur-
chased for any enqployee member.

Employees' Group Insurance Pro<iram

The employee group insurance program of this association provides (1) life
insurance, (2) hospital and surgical insurance, and (3) accident and health
insurance. The insurance program is available to all employees. Seventy- five
percent of all employees were needed to make the group eligible when the plan
was adopted.

As a condition of employment by the cooperative all new employees must agree
to participate in this group insurance program. At the time of employment,
each employee signs an application agreement, which is automatically placed
into effect 3 months later when eligibility requirements are met.

The following is a copy of the employee benefit program agreement.
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Date
EMPLOYEE BENEFIT PROGRAM AOREKMEHT

I. agree as a
toeondl tIon of my enployment with

participate in the Insiurance Benefit Program which is made available through
the group plan of the Association as follows:

Retirement Annuity
Life Insurance
Hospitalization Insurance
Health & Accident Insurance

I hereby authorize the association to deduct from ay pay on a regular
monthly schedule the amounts as set forth below:

1) Retirement - 2.67 percent of each $100 earned.
2) Life Insurance - 60^, flat premium rate regardless of face value

of policy.
3) Hospitalization - Oi^-half of premium for individual.
^) Health & Accident - One-half of premium, such premiiim based on

salary classification.

I understand I will be eligible for retirement insurance on the first day
of January following the first six full months of my employment, all benefits
to date back to the beginning date of my eo^loyment. Other benefits, namely,
life insurance, hospitalization, health and accident, will start on the first
day of the fourth full month of my eniployment.

Provision: Life Insurance starts at $1,000, advances to $2,000 after two
years and $3,000 after five years of continuous employment with the asso-
ciation. (Exception: On the January 1 nearest the 65th birthday of the
insured, the life insurance will automatically reduce to $1,000 regardless
of term of enqploynent .

)

The eiq>loyee reaching 6$ has the option of converting the amount of his
life insurance in the group plan in excess of $1,000 to a straight life
policy with regular premiums without a physical examination.

Other benefits will be subject to the provisions as set forth in the
eiii>loyee bulletin.

Signature

(iroup Life Insurance Plan

The group life insurance plan is designed to give the employee's family cash
to meet the ever-increasing cost of "final expenses" and to provide some read-

justment-period income when death takes an en^loyee.

The plan is one that gives greatest benefits to employees who have served the
association longest. It provides $1,000, $2,000, and $5,000 of protection.
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depending on how long the employee has been with the organization. The amount

of insurance is determined in the following manner:

Eraployees with less than 2 years' service $1,000
Employees with 2 to 5 years' service 2,000
Eraployees with 5 years and over 5,000

The aciouat of life insurance is automatically reduced to $1,000, regardless of

length of service, for all employees after the January 1st nearest their 65th
birthday.

The benefits of the group life plan are payable in cash, or may be paid as

income. For example, monthly income may be paid for 5, 10, 15, or up to 20

years. Also, a portion of the amount may be taken in cash, and the remainder
over a specified period as income. There are additional modes of settlement.

The designated beneficiary makes the choice of settlement option when the
benefits become payable. '

^

A new employee must be performing the regular duties of his occupation (or be
capable of performing his duties) on the effective date of his life insurance
certificate. If not, coverage does not become effective until the day he
returns to the job and assumes his regular duties.

Upon becoming a participant, the employee authorizes the cooperative to make a

monthly deduction for his life insurance policy from his salary or wages in the
amount of 60 cents a month. This amount is applicable whether the employee has
been with the organization only 3 months or more than 5 years. The cooperative
pays the remaining cost of the life insurance coverage for each employee.

If an employee terminates his employment with the cooperative, he continues to
have protection for 31 days following the next premium due date under the life
insurance certificate. During this period, he has the privilege of converting
the life certificate to an individual life insurance policy issued to him by
the same life insurance company without evidence of insurability. The individ-
ual plan selected can be any type of permanent life insurance at his then
attained age.

(Jroiip llospilal and Siirjiiral F'lan

This plan provides employees benefits for loss from hospital and surgical
expenses due to bodily Injuries effected through accidental means and sickness,

The plan is not designed to provide benefits equal to 100 percent of the ex-
penses Incurred, but rather to pay the greater portion of such bills. Details
of the plan are as follows:
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Hospital room benefits range up to $8 a day. Other hospital benefits are 80
percent of the sun of the following Items:

1. Operating or delivery room,

2. Laboratory fees. '

3. Material for anesthetic.

k. Drugs and dressings.

5, X-ray examination, (When consistent with the conditions for which treat-
ment is being administered,

}

6. Oxygen, '

When the preceding hospital charges total more than $200, the payment Is 80
percent of the first $200 and 100 percent of the remaining cost.

Hospital benefits are limited to the first 180 days of hospital confinement
for any one period of disability. An employee over 60 years of age is
entitled to benefits for only 30 days during each period of disability, how-
ever, plus 1 day for every year or fraction thereof that the employee has
been insured tinder this group plan.

In order to qualify for hospital benefits under this plan the patient must be
an inpatient with a charge made for room and board for at least 1 full day.

The hospitalization plan does not provide benefits for the following condi-
tions j -

1. Hospital admissions for observation, physical checkup, diagnostic x-ray
or laboratory examination.

2. Extraction of teeth (unless resulting from bodily injury) or plastic
operation for beautifying purposes.

3. Hospital confinement or treatment for tuberculosis or nervo\is or mental
disorders after the first 30 days of confinement or treatment.

Surgical benefits are paid 100 percent in accordance with a surgical schedule.
The maximum payment for surgery is $230,

No hospital or surgical benefits are paid when the sickness or accident Is
covered by Workmen's Compensation law.

The wives, or husbands, or children of the employee may also be Included under
the hospitalization and surgical plan. Wives or husbands are eligible for
room benefits up to $8 a day as outlined for employees. Dependents (children,
unmarried, ten days to 18 years of age) are eligible for room benefits up to

$6 a day plus the other benefits as outlined for employees.

In the event a child is bom with certain congenital deformities, such as
cleft palate, harelip, or club foot, the policy provides Immediate benefits
up to a maximum of $1,000 in accordance with the schedule, to help in
correcting the deformity.

If an employee terminates his employment with the cooperative, he has 31 days
following the next premium due date to exchange the hospitalization certifi-
cate Issued under this plan for an individual hospitalization policy.
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Upon becoming a participant of the group hospital and surgical plan, each
employee authorizes the cooperative to make a deduction from his salary or
wages each month equal to one-half the premium cost of his coverage. This
amount is applicable whether the employee has been with the association 3

months or more than 5 years. The renainlng cost of the employee's premium
Is paid by the cooperative. The enployee pays 100 percent of the cost for
his dependents, however.

(iroiip Aeeiclent and Health Plan

This plan provides weekly payments to replace salary or wages lost by an
employee who is off work because of sickness or an accident occurring while
he is off the job. Details of the plan are as follows:

Weeldy benefits and monthly employee cost depend on the following weekly
salary classifications:

Weekly salary classification

Less than $23.00
$25.00 to 32.49
32.50 to 39.99
40.00 to 47.49
47.50 to 5*^.99
55.00 to 62.49
62.50 to 69.99
70.00 to 77,49
[7.50 to 84.99
35.00 to 92.49
92.50 and over

Weekly benefits

$10
15
20
25
30
35
40
45
50

55
60

Monthly employee cost

$0.44
0.67
0.89
1,11
1.33
1,56
1.78
2,00
2.22
2.45
2.67

Weekly payments are made in accordance with the preceding schedule starting
on the fourth day of confinement (off work) as a result of sickness or an
accident occurring off the Job, and continue for a period of up to 13 weeks.

The plan does not provide coverage for any accident, or illness, for which
an en^loyee is entitled to receive benefits xinder Workman's Compensation or
Occupational Disease laws.

There is no limit to the number of times during the year an employee may re-
ceive accident or sickness benefits, with the exception of an eiiq>loyee aged
60 or over, who is entitled to the benefits for a maximum of 13 weeks during
a 12-oonsecutlve-month period.

The accident and sickness benefits of this program are not available to em-
ployees after age 70.

In case of disability caused by or resulting from pregnancy, benefits are paid
beginning the fourth day of confinement (off work) and are paid for a maximum
of 6 weeks.
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A new employee must be performing the regular duties of his occupation (or be
capable of performing his duties) on the effective date of his coverage. If
not, his coverage does not become effective until the day he returns to the
Job and resumes his regular duties.

One half the premium cost of the accident and health program Is deducted from
salary or wages of participating eii5)loyees. The balance Is paid by the coop-
erative.

The health and accident coverage cannot be converted at the termination of
en^loyment. The employee has no coverage under this plan beyond his actual
date of termination,

ANALYSIS OF COST OF EMPLOYEES' GROUP INSURANCE

The cost to the cooperative of the group insurance program -- including life

insurance, hospitalization and surgical benefits, and sickness and accident

coverage -- averages a little less than $4,000 annually.

Monthly cost of the program to the cooperative for each participating employee

is shovm in table 4. This tabulation does not include a few employees, who

were not on the payroll at the time, or top management personnel, consisting
of the general manager, assistant general manager, and the secretary-treasurer,

Table k, - Expense of employees' group Insurance program
to the subject association for one month

Number of Monthly cost to Monthly cost to
employees^ cooperative for cooperative for

si/covere<W each employee all ea:ii>loyee

2 . $1.35 $2,70
2,801 2,80

1 3.10 3.10
4 ^ 3,36 13,44
1 3.80 3.80
1 4,02 4,02
2 4.13 8,26
1 4,16 4.16
4 4.39 17.56
2 4.61 9.22
2 4.83 9.66
5 5.05 15.15
1 5.61 5.61
1 : lA^ 7.44
6 T.'^S 44.88
If 7.70 30.80
2 7.92 '

8.14
15.84 "

X

13 105.82

51 304.26

1/ Excluding top management (general manager, assist-
ant general manager, and secretary-treasurer).
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As shown in table 4 the total monthly cost for 51 employees was $304.26. The
average monthly cost for these employees was $3.96 per employee, with costs
for individual employees ranging from $1.35 to $8.14.

The annual cost of the group insurance program is shown in table 1, along with
all other payroll esqpenses for employees, for a sample fiscal year. As shown
in this table, group insurance accounts for approximately 1.3 percent of total
employee expense of the cooperative.

As indicated earlier, one half the premium cost of the hospital and surgical
program and the accident and health program is deducted from salary or wages
of each participating employee. A deduction of 60 cents a month for each
participating employee is also made to help defray expenses of the group life
insurance program.

Other Fringe Benefits

In addition to the incentive plans described on the preceding pages, employees
of this association are provided numerous other benefits as follows:

Paid Vacations and Holidays - All regular salaried personnel get two weeks paid
vacation each year. Hourly eflq>loyees and those working for wages get a week
with pay after 1 year, and 2 weeks after 5 years. All employees get six holi-
days with pay each year.

Policy of Promotion from Within - Present employees receive first consideration
when there is any job to be filled.

Job Evaluations - A management consulting firm helped set up a job evaluation
program. Since operations of this cooperative are highly diversified, many
employees are ei^ected to do more than one type work. Jobs are set up so that
all employees understand this and know exactly what is expected of them. Since
the various departments are busiest at different times, due to the seasonal
character of the business, employees are frequently transferred from one branch
to another so that each person is used to full advantage.

Educational Opportunities - The association has a thriving educational program.
Training programs and schools for employees are given top management attention.

A variety of such schools and training programs are held each year. These in-

clude special coimsodity-type meetings for discussing plans and problems of
concern to certain groups of employees and such varied types of training as

seminars on new equipment or specialized sales training programs.
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Employee Meetings and Organizations - Regular meetings for all employees are
usually held on a monthly basis, but at least four times each year. Anything
of interest to employees is discussed. An educational program for each meeting
is provided by the manager for the purpose of keeping employees informed.
Items of general interest, as well as employee problems, are discussed at

these meetings. Employees are also brought up to date on achievements,
changes, proposed changes, or problems of the cooperative.

In addition to regular employee meetings, the cooperative issues an employee
newsletter or directive every other month. The public relations director is

responsible for preparing and mailing the letter. This newsletter is mailed
to each employee at his home address rather than being distributed at the

office or plant. In this way the cooperative reaches wives and other family
members of each en^loyee. Bits of news considered of interest to employees
are included, especially such things as personnel changes, promotions, awards,
and any personal achievements of employees.

In addition to regular employee meetings and the employee newsletter, all em->

ployees belong to a cooperative club. This employee organization is very
active and well supported by all groups of employees. The club buys flowers
and gifts for employees on special occasions and also sponsors parties for
special events. This employee club owns all the candy and soft drink machines
on the cooperative premises. These machines provide an easy method for the
club to earn money for its activities.

In addition to special events sponsored by the employee club, the cooperative
arranges for, and bears the expenses of, three or four employee parties each
year. These always include a picnic in the summer, a chicken-barbecue in the

fall, and a Thanksgiving-Christmas party with turkey and all the trimmings

early in December. Families of employees are invited to attend all these
events. Certificates and pins based on length of service are awarded at the

annual Christmas party. Nearly 100 percent of employees turn out for these
affairs.

Management of this cooperative has a sincere and genuine interest in the em-
ployees. The "human factor" is always given understanding consideration. An
example of one of the unique methods used by this cooperative to recognize
each employee as an individual is illustrated by the following letter which
was mailed to the home of an employee. A similar letter was mailed at the
proper time during the year to each employee's home.
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October 27,

Mrs. John Doe
Street Address
City, State

Dear Mrs. Doe:

Ottr calendar shows that November 4th Is a very Is^ortant day In the life of a
friend who I am store is very near auid dear to you. He, here at the .^______^
________ do not want to miss out on this occasion, so will Join with you in
oongratulating him on another birthday.

We are living at such a fast pace in this modern time, that too often we do
x>at stop to give proper recognition to such things as birthdays. In order
that we might have a part in this festivity, we have arranged for you to pick
up a birthday cake at Patty's Bakery in „^__,„„___ on Wednesday, November *^th,

This is the least we can do on this most happy occasion,

Ue hope this will not inconvenience you, and should it be impossible for you
to get this cake, let me know and I will make arrangements to get it to you.

Again, let us take this opportxinity to extend to Ed a most Happy Birthday
and best wishes from the gang.

Tours most sincerely.

Assistant Qeneral Manager

P.S. I don't want to do anything to take the Joy out of life, but Just a
little reminder, Ed, that according to our records, your chauffeur's
license expires November 30.

the "P. S." at the bottom of this letter is another indication of "little"
things done for employees of this cooperative. The manager keeps a record of
dates of interest to each employee and takes time to congratulate or notify
each one.

However, a birthday cake is not sent each year. One year each employee
received a letter with a tray. Another year it was a letter with a $2 bill.
An effort is made to work out something new each year.
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This cooperative is a federated regional £arm supply association serving fanners
in the Midwest. About 500 local associations are members, and several hundred
more buy or sell through this association. From a modest start about 30 years
ago, the association has steadily broadened the base of its business activities.
Today it can be classified as a producer, refiner, manufacturer, wholesaler, and
distributor of farm supplies. In terms of business volume and farmers served,
it is one of the largest farmer cooperatives in the country. Major supplies
handled include petroleum, fertilizer, farm equipment, feed, seed, and sprays.

Around 800 persons are employed by this regional association. Approximately
one-half are management and office personnel; a fourth, fieldmen; and the other
fourth, plant and warehouse employees.

The association adopted an employee incentive plan over 15 years ago. All full-
time employees are covered, including union members.

The plan, described on the following pages, was adopted to enable employees to

share in the savings of the association and to provide a retirement income and

other benefits for them. Basically, the plan provides that an amount equal to

5 percent of the net savings be set aside each year in a trust fund to provide
income for employees after they retire. The amount placed in the fund each year

cannot exceed 5 percent of net savings, nor be more than 15 percent of the total

base compensation of employees.

The association has not encountered serious problems with the incentive plan and
only a few minor changes have been made in the plan over the years.

The attitude of management, supervisors, employees, and the union toward the
plan has remained very good.

Although there has been no noticeable effect on net savings or expenses since
the employee incentive plan was adopted, the plan is considered both effective
and successful. Morale of employees is good and the rate of employee turnover
is low.

In addition to the benefits provided employees of this association by the
savings-sharing plan, they are also covered by several group insurance plans.
These include life insurance, disability benefits, hospitalization and surgical
insurance

.
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The savings- sharing plan is paid for in full by the cooperative, but employees
are required to pay approximately one- fourth of the cost of their group insur-
ance plans. Detail on the insurance plans is provided on later pages of this
report.

In addition to the savings-sharing plan for its own employees, this federated
association also administers a somewhat similar savings- sharing plan for local
retail cooperatives affiliated with it. This plan for locals was started some
12 years ago. At present about two-thirds of the eligible retail cooperatives
participate. All actions and decisions regarding this plan are taken at the
local level; the only expense to the federation is the cost in time for admin-
istering. A description of the plan for locals is given beginning on page 65.

Savings-Sharing Trust Agreement

A savings-sharing trust agreement between this regional farm supply cooperative
and its employees has been in operation since 1945. A few excerpts from the

introductory message of the regional 's savings-sharing plan contained in a small

employee booklet explaining the plan indicate why it was adopted.

"The local cooperative companies and the thousands of farmers who ovm these
cooperatives think there is more to life than the mere making of money and
building up a business. There is appreciation , for example, and loyalty and
consideration for others. You have to count those in. They work both ways

—

towards employee and towards employer also.

"Employees play no small part in the success of an organization. The stock-
holder patrons, directors and management are grateful for loyal and
efficient service of employees,

"Accordingly, a plan has been adopted whereby employees caay share In the
savings of this organization beyond the amounts which they receive as compen-
sation for their employment,

"This plan gives you a direct stake in the cooperative above and b&yond any
wages or salary you receive. It costs you nothing. There are no dsauctions
from your pay check. It is paid for out of the savings of the organization,"

The legal text of the employee's saving- sharing trust agreement appears in small
type on the following pages. A simplified explanation of the text is also given
for clarification purposes. l-Jhenever the male gender is used it includes both
male and female employees

.
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Savings-Sharing
Trust Agreement

AGREEMENT, made this 7th day of December, 19^5, between Cooperative II, a
cooperative association organized and existing under the laws of this State,
party of the first part, and a national banking association, of this City
and State (hereinafter called "Trustee"), party of the second part,
WITNESSETH:

THAT WHEREAS, Cooperative II desires to promote in its employees the
strongest interest in the successful operation of the business, loyalty to
the Cooperative, Increased efficiency in their work, and the assurance that
they will share in the prosperity of the enterprise; and

WHEREAS, to attain that end the Cooperative desires to enable its employees
to participate in the savings of the business, and for that purpose has
formulated the Plan embodied herein; and

WHEREAS, the form of this agreement was approved by the Board of Directors
of the Cooperative at a meeting duly held on the tenth day of July, 194^5,
and said agreement was approved by the stockholders of the Cooperative on
October 31, 19il5:

NOW THEREFORE, in consideration of the premises and of the mutual covenants
herein contained, IT IS AGREED BY AND BETWEEN THE COOPERATIVE AND THE
TRUSTEE AS FOLLOWS:

This section states the particular bank which was chosen as trustee and the

legal purpose of the fund.
, ,

The board of directors of the cooperative approved of the trust agreement in

1945, following a thorough study and consideration of various retirement plans.

The agreement was approved the same year by the stockholders, consisting of
about 450 local cooperatives at the time. The first payment on December 31,

1945, amounted to $81,713.29, which gave the fund a good start.

I. NAME OP TRUST

The Trust created In accordance with the terms hereof shall be known as
"Cooperative II Savings -Sharing Trust,"

II, DEFINITIONS

As used in this instrument, the following terms shall have respectively the
following meanings: a

A, "Cooperative" shall mean Cooperative II,

B, "Board" shall mean the Board of Directors of Cooperative II.

C, "Savings" shall mean the difference between the sura of the actual cost of
goods sold, the expenses of operation, and all other expenses of the Coopera-
tive and the sum of the amounts paid to or deposited with the Cooperative,
Neither the State statutory permanent surplus reserve of ten percent (lOJ?)

nor the State statutory educational reserve of five percent (5J?) shall be
Included as an expense in determining savings.
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D. "Employee" shall mean any person regularly employed by Cooperative II,

E. "Permanent Employee" shall mean any Employee who has been employed by
Cooperative II for twelve consecutive months.

P. "Participating Employee" shall mean any Employee of Cooperative II
participating in the savings-sharing plan created in accordance with this
agreement.

Q. "Compensation" shall mean the amount paid by Cooperative II to an
en^loyee as salary, wages, or other regular remvinei*ation, but shall not
include any bonus, commission, overtime, or other irregular payment.

H. "Trustee" shall mean the person or corporation appointed and acting as
Trustee of the Cooperative II Savings-Sharing Trust.

I. "Trust" shall Biean Cooperative II Savings -Sharing Trust.

J. "Pund" shall mean the trust fund created in accordance herewith.

E. "Committee" shall mean the Advisory Committee appointed and acting in
accordance with the terms hereof.

III. PURPOSE

This Trust is created for the sole purpose of enabling the employees of the
Cooperative to share in the Savings of its business by providing them with
such retirement and other benefits as those Savings will afford.

The Savings of the Cooperative being defined herein as including in effect
that which would be the profits of a Corporation other than a cooperative
association, the Cooperative intends that for tax purposes the Plan embodied
herein (of which the Trust forms a part) shall be regarded as a Profit-
Sharing Plan of an employer for the exclusive benefit of his employees or
their beneficiaries, within the meaning of Section 16^ of the Internal
Revenue Code and of any similar provision of subsequent revenue laws, and
that the Trust shall qualify as a trust forming part of such a plan, under
said Section 163 of the Internal Revenue Code and any similar provision of
subsequent revenue laws.

In no event shall any part of the principal or Income of the Trust be paid
to or revested in the Cooperative, or be used for any purpose whatsoever
other than the exclusive benefit of its employees, their beneficiaries, and
their families.

Section II defines the meaning of various terms used in the agreement , and
Section III explains the purpose of the plan. The sole purpose is to enable
employees to share in the savings of the cooperative and to provide a retire-
ment income and other benefits for them. The cooperative caimot take this
money or any part of it back once it is transferred to the trustee. It is

kept in trust for eligible employees.

IV. CONTRIBDTIOHS

Cooperative shall pay to the Trustee on the last day of December during each
year (or within sixty (60) days thereof) of the duration of this Trust an
amount equal to five percent (3^) of its savings realized during such year,
after deducting therefrom all Income taxes, if any (as calculated without
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regard to the effect upon the amount of such taxes of the contribution made
hereunder), provided that such contribution shall not exceed fifteen percent
(13^) of the total remuneration otherwise paid d\u:*ing said year to the
Participating Employees of Cooperative II, The first such payment shall be
made on or before December 31» 19^5» and shall be the contribution of the
Cooperative for the year 19^5.

The Trustee shall be under no duty, express or Implied, to ascertain the
proper amount of ar^r Contribution to be made by the Cooperative or to
enforce or require the payment of any Contribution. The Trustee shall '

accept and be accountable for those Contributions actually paid to it by
the Cooperative for the purposes of the Trust and received by it, and the
Trustee shall administer and apply the same in accordance with the terms
of this agreement.

At the end of each year, so long as the plan is in effect, there is transferred
to the fund an amount equal to 5 percent of the net savings of the cooperative
after deducting the specific amounts outlined. Federal law limits the amount
which may be transferred in any year to 15 percent of the annual base wages or
salaries paid to employees eligible to participate in the plan. The amounts
transferred to the fund are turned over to the trustee named in the agreement.

V. PARTICIPATINQ EMPLOYEES -

Every Permanent Employee of the Cooperative shall participate in the benefits
of the Trust. Every person who is a Permanent Employee on December 51, 19^5,
whether he be then In the actual employment of the Cooperative or whether he
be then a menber of any of the Armed Services of the United States , shall be
a Participating Employee from said date. Every person who will become a
Permanent Employee thereafter shall be a Participating Employee from the
last day of December of the year in which he will have become a Permanent
Employee, No person who once qualifies as and becom.es a Participating
Employee shall cease to be such except by one of the methods hereinafter

'

'

provided or by operation of law.

An employee whose employment has been terminated and later renewed shall be
deemed a new employee as of the date of his re-employment.

Employment shall not be deemed to have been severed, nor shall its permanency '

be affected, by the fact that an employee:

A, Has been on leave of absence with the consent of the Cooperative for a
period not exceeding six (6) months or,

B. Has been a member of the Armed Services of the United States,

Officers of the Cooperative who are also employees shall participate in this
Trust on the same basis as the other employees.

All doubtful cases of eligibility to participate in this Trust shall be
resolved by the Advisory Committee, whose determination in such cases shall
be final.

Every eiiq;>loyee of the cooperative who had already worked for the cooperative
one full year, and was employed by it on December 31, 1945, became a participating
employee. Thereafter every employee after 1 full year's service becomes a par-

47



Cooperative II

ticipating eiq>loyee and shares in the benefits of the fund, beginning on

December 31 of the year in which he becomes a participating employee.

Employees who are or were in the Armed Forces are included. If they worked for
the cooperative a full year before entering the service, they are considered
participating employees.

If an employee leaves the cooperative, and later is re-employed, he is classi-
fied as a new employee. Leave of absence with consent of the cooperative, if

no longer than 6 months, however, does not affect the savings-sharing status
of employees.

Officers of the cooperative who are also employees participate on the same
basis as all other employees.

VI. ALLOCATION OP BENEFITS

This Trust shall commence, and the Plan embodied herein shall become effec-
tive, on the thirty-first day of December, 19'+5.

At the commencement of this Trust, the Advisory Committee shall deliver to
the Trustee a list of all employees eligible to participate therein,
including those In the Armed Services of the United States, together with
a statement of the amount of compensation paid by the Cooperative to each
during the year 19'+5t the date when each such employee was first employed
by the Cooperative, and the date when each such en^loyee was first placed
upon a permanent basis. From time to time thereafter, as occasion shall
arise, the said Committee shall promptly notify the Trustee in writing of
all changes in the membership of the list of Participating Employees and
in the annual compensation of such employees, inserting the dates upon which
any new Participating Employees were first employed and the dates upon which
they were first placed upon a permanent basis.

The Trustee shall open a separate bookkeeping accoxmt in the name of each
Participating Employee and shall credit to each such account that portion
of each Contribution of the Cooperative to this Trust to which the employee
for whom such account is held shall be entitled, which amount shall be
determined by the rules stated in the remaining paragraphs of this Article,

As of the last day of each calendar year during the existence of this Trust,
each Participating Employee, as determined from the cxirrent list of such
employees in the hands of the Trustee, shall be entitled to one xmlt of
credit for each One Hundred Dollars ($100.00) of compensation paid to him
by the Cooperative during such year; provided, that fractional portions of
One Hundred Dollars ($100.00) of compensation shall be treated as the
nearest One Hundred Dollar unit of compensation.

In computing the number of units of credit to which a Participating Employee
in the Armed Services of the United States is entitled, the same rules shall
apply except that service in the Armed Services of the United States shall be
deemed to be employment by the Cooperative, provided that the employee was a
Permanent Employee of the Cooperative at the time of entering such Armed
Services , and the amount of compensation paid to him during the latest full
year of his actual employment by the Cooperative shall be deemed to be the
amount of compensation paid to him by the Cooperative during the year with
respect to which the computation is being made.
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Each Participating Employee shall then have credited to his account out of
the Contribution of the Cooperative to this Trust for said calendar year that
sum which bears the same ratio to the total amount of such Contribution (less
expenses of administration hereinafter authorized) as the number of credit
\inlts of such Participating Employee for said year bears to the sum of credit
units of all Participating En5)loyees for said year.

As of the last day of each calendar year during the existence of this Trust,
and before allocating the credits for the Contribution of the Cooperative for
such year, the Trustee shall also apportion the net Income earned by the Trust
during such year among the accounts of the Participating Employees, crediting
to each account an amount which bears the same ratio to the total amount of
such net income as the total amount credited to such accovint bears to the
total amount credited to all the accounts of the Participating Employees;
provided, that any net losses suffered by the Trust during the said year
shall be distributed among the accounts of the Participating Employees upon
the same basis. As of the last day of each calendar year during the existence
of this Trust, and before allocating the credits for the Contribution of the
Cooperative for such year, the Trustee shall also revalue the accovint of each
Participating Employee so as to reflect any increase or decrease in value of
the investn^nts of this Trust as of that day as compared with the total value
of the Trust investments on the last preceding revaluation date. For the
purpose of such revaluation, securities shall be valued at cost plus accrued
interest and plus or minus the amortized premium or discount.

The preceding section explains how the bank (trustee) will know who is eligible
to participate in the fund. An accurate schedule is given to the trustee
showing names and addresses of employees, the amount of their base pay during
the year, date of employment and other information. This information is kept
up to date.

The trustee keeps a separate bookkeeping account for each en5>loyee. The amount
credited to the account of each employee at the end of each year is determined
by taking into consideration the amount of each employee's base wage or salary
(no overtime pay included) and allowing one unit of credit for each $100 of
base pay earned that year. The value of each unit of credit is then determined
by dividing the total of all units into the amount transferred to the fund each
year. The value of the unit of credit will vary each year. See Exhibit I,

page 50, for a typical example of how the plan works.

Participating employees who are, or have been, in the Armed Services receive
benefits just as if they were actually working for the cooperative, provided,
of course, that they have returned or will return to work as outlined in the
agreement

.

Any interest or income earned by the trust fund is credited at the end of each
year to all unit holders in conformity with the formula spelled out in the

trust agreement. If there are any losses, these are likewise allocated among
unit holders in proper proportion. The trustee brings each account up to

date at the end of each year.
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In no event shall the number of credit vinlts allocable to those Participating
Employees each of whom owns, directly or indirectly, more than ten percent
(10}^) of the voting stock of the Cooperative, exceed In the aggregate a
number of units of credit equal to thirty percent (50jf) of the total number
of credit units allocable to all Participating Employees for such year. For
the purpose of determining stock ownership a Participating Employee shall be
deemed to own stock owned by his spouse and minor lineal descendants.

No capital stock of the cooperative is owned by any participating employee so
this provision is o£ no importance. It is required by law to be included in
the plan.

Exhibit I

Typical Example of How Cooperative II Employees'

y Savings-Sharing Plan Works

(For the first year, 19^15)

John M. Co-op- -Warehouseman

Base pay per hour.. $1
Base time per week.» , 4o hoiirs

Base time per year................... 2080 hours (^2 weeks)
Base pay per year 2080 x $1 $2080

The Cooperative plan gives John M. Co-op credit for 1 unit for each $100 base
pay or major fraction thereof. Therefore, for 19^5 John M. Co-op receives
(nearest whole number) 21 units. There is no provision for units of credit
for past years of service. John M. Co-op's total unit credit for
year 19U3 0... 21 units

19^5 was a good year for the cooperative and the savings available for
sharing with employees amounted to approximately $14 per unit. Therefore,
John M. Co-op figures the value of his units by multiplying 21 units by
$14. John M, Co-op's value in fund to December 31, 19^5 $29^

Each year units are set up to the credit of John M, Co-op based upon his
base wage or salary. Overtime is not Included. The value of each unit
is arrived at each year and is based upon the total xmits and amount of
money transferred or deposited in the fund.

VII. DISTRIBUTION UPON RETIREMENT OP EMPLOYEE

For the purpose of this Trust any Participating Employee may retire without
the consent of the Cooperative upon reaching the age of sixty-five (65) or
upon suffering a disability which prevents his further employment by the
Cooperative in a capacity satisfactory to it. With the consent of the Coop-
erative any such employee may postpone his retirement beyond the age of
sixty-five (65).

Upon the retirement of any Participating Employee from the service of the
Cooperative, the Advisory Committee shall notify the Trustee in writing of
such retirement. Thereupon the Trustee shall purchase for and deliver to
or for the benefit of such retiring employee a single-premium life annuity
contract with refund In such amount as may then be purchased with the amount
then standing to the credit of such employee on the books of the Trustee.
The terms of such Life Annuity Contracts and the companies from which they
may be purchased shall be designated from time to time by the Advisory
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Committee, and notice of such designation shall be given In writing to the
Trustee, If for any reason It shall be impossible or impracticable to
purchase such life annuity contract, then the amount then standing to the
credit of the reltirng employee may be paid to him by such alternative
methods as the Advisory Committee may designate.

Retirement age Is 63. When an employee has reached that age, he may retire
without the consent of the cooperative and begin drawing benefits. With the

consent of the cooperative an employee may postpone his or her retirement
beyond the age of 65.

When an employee retires, the trustee is notified. The trustee then purchases
from a reliable life insurance con^any, with the amount set up to the credit
of the retired employee, a single-premium life annuity contract. A life
annuity contract pays the holder for the remainder of his life a specific
amount each month, good times or bad. Upon death of the enq>loyee, after re-

tirement, the unpaid portion of the annuity, if any, is paid to his beneficiary.

If for any reason it becomes impractical or impossible to purchase a life annu-
ity contract, the advisory committee will designate whatever alternate method
it deems best for paying the amount set up to the credit of the retiring em-
ployee.

VIII. DISTRIBOTION UPON DEATH OP EMPLOYEE

At the time an ea^loyee becomes a Participating Employee, he shall designate
a beneficiary or beneficiaries of the death benefit hereinafter provided,
upon a form furnished by the Comolttee for that purpose, and which shall be
filed Mith the CoDimittee. The Participating Employee may change the bene-
ficiary or beneficiaries from time to time by making or authorizing the
appropriate entries on such form.

In case of the death before retirement of any Participating Employee, the
full amount credited to his account on the date of his death shall become
payable to his surviving beneficiary or beneficiaries; but if there be no
surviving beneficiary, then to his surviving spouse; but if there be none,
then in equal shares to his siurviving children; but if there be none, then
to his personal representative. The death benefit may be paid either in a
single sum in cash or in a series of periodic installments in cash.

The Committee shall determine the identity of the person or persons entitled
to the death benefit, and, after giving due consideration to the welfare of
such person or persons and to any request received from him or them, the
Comff.ittee shall determine the method by which the death benefit Is to be
paid, and thereupon the Committee shall give the Trustee written notice of
its determj.nation. The Trustee may rely upon such notice and shall pay the
death benefit in accordance therewith.

In case of death before retirement, this plan provides for payment in cash of

the full benefit accrued to the date of death to the designated beneficiary.
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Each eiiq)loyee must designate by name a beneficiary or beneficiaries on a
form furnished by the advisory committee.

IX, SEVERANCE OP EMPLOYMENT

Upon the severance of the employment with the Cooperative of any Participating
Employee, whether voluntary or Involuntary (other than upon retirement or
because of death), such former employee shall be entitled to the payment of an
amount equal to that part of the total amount then standing to the credit of
such former employee on the books of the Trustee which will have vested In
such former employee according to the following schedule:

PvLLl Years Service as Part of Total Credit
Participating Employee Vested in Employee

0-2 full years None
3 " " 50^

5 " " or more lOC^

The amount then vested in such fonner employee shall be paid by either of the
following methods:

A. A single payment of cash or securities or corr.bination thereof;

B. A series of substantially equal periodic payments;

C. An annuity contract providing for periodic payments to the former
employee beginning on his normal retirement date and ending with the last
payrrent due before his death; and

D. Any other form of annuity contract obtainable from a life insurance
company duly authorized to do business in the State of or in
the State in which the former employee resides.

The Advisory Committee shall notify the Trustee of such severance of employ-
ment and shall designate the method by which such payment Is to be made,
giving due regard in the choice of such method to the welfare of the former
employee. Upon receiving such notification, the Trustee shall make payment
promptly by the method designated.

A Participating Employee who will have been a member of the Armed Services
of the United States, and who will have had an opportunity to be discharged
or released from such service, and who will have failed to return to the
actual employment of the Cooperative within ninety (90) days after such
opportunity, shall be deemed to have severed his employment with the Coop-
erative on the date upon which he left such employment, unless such fallvire
be due to disability or death.

Upon such payment or upon severance of employment before three (3) years of
service as a Participating Employee, the Interest of the former employee In
the Trust shall terminate. The Trustee shall as of December 31st of each
year allocate the then unvested part (If any) of the amounts then credited
to the accounts of such former employees among the accounts of the remaining
Participating Employees in the same manner as the Contributions of the
Cooperative hereunder are allocated.

This plan is designed to reward employees who give long and faithful service
to the cooperative. If an employee leaves the cooperative before completing
a full 5 years as a participating employee and before retirement, he loses
some of the benefits. However after 5 years he receives full benefits.
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If an enq)loyee leaves before 3 full years as a participant under the plan, he

automatically loses all interest in the fund. At the end of 3 full years as a

participant, the employee who leaves receives 50 percent of the amount credited
to him; after 4 full years, 75 percent of such amount; and after 5 full years
100 percent of such amount.

If an employee leaves before retirement, he must abide by the schedule in
Article IX, and the portion of credit remaining to him will be paid by the
trustee in whatever manner is designated by the advisory committee. In any
event, such employee cannot receive this portion any sooner than 5 years, in
a series of five equal annual installments.

Any participating employee who has been or becomes a member of the Armed
Forces and has not or does not return to work for the cooperative within 90
days after his discharge from the Armed Forces, is treated as though the em-
ployment had been severed on the day such employee left the employ of the
cooperative to enter the Armed Forces.

If an employee leaves the cooperative before retirement and thereby sacrifices
a portion of his credits, the portion thus sacrificed is distributed pro rata
to the accounts of the remaining participating employees.

X. DEATH BEFORE PAYMENT

In the event that any Participating Employee or former employee should die
after becoming entitled to the payment of any benefit hereunder and before
such benefit will have been paid in full by the Trustee, the part of such
benefit remaining unpaid in the hands of the Triistee shall be paid to the
person or persons who would have been entitled to the payment of the death
benefit provided in Article VIII hereof had such employee died before
retirement.

XI. INALIENABILITY OP BENEFITS

The Interest of a Participating Employee in the Trust shall not be trans-
ferable either by voluntary of involuntary act of such employee or by
operation of law, nor shall such interest be subject to attachment, execu-
tion, garnishment, sequestration, or other seizure under any legal,
equitable or other process. In the event of any attempt to assign or
transfer, or of any attempted seizure by any legal or equitable process,
of the interest of any Participating Employee in the Trust, such interest
shall forthwith be divested and shall pass at once to such beneficiary or
beneficiaries as such employee may have designated in accordance with the
terms of Article VIII hereof, or, if no such beneficiary shall have been
designated, or shall be then living, then to such of his relatives as the
Advisory Committee may select; provided, that such divestment shall not
operate to accelerate the time for the payment of any benefit hereunder.

Article X provides that the family of a participating employee will receive the
remainder of his account if he dies before all of the amount credited to him is

paid.
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It is the intention of the cooperative to make the employee's individual share

in the fund absolutely safe for the future. Article XI prevents transfer or

garnishment of the funds for any reason.

XII. MEMBEPISHIP OF ADVISORY COMMITTEE

The Board shall appoint a committee of five (5) members, to be knovm as the
Advisory Committee. At least two (2) members of the Committee shall always
be directors and at least two (2) members shall always be en^loyees of the
Cooperative. The first members of the Committee shall serve for a period of
one, two, three, four, and five years respectively, plus such additional
period of time as may be required to make the term of one office expire on

'' the thirty-first day of December, 19^6, and to make one additional office
expire on the thirty-first day of December of each year thereafter to and
including 1950. Each member shall continue to serve until his successor is

appointed. As the terra of office of a member of the Conimittee expires, a

successor, to serve for three (3) years and until his successor is appointed,
shall be appointed by the Board. In case of a vacancy in the membership of
the Committee, caused by any reason other than the expiration of a term of

' office, a successor shall be appointed by the Board to serve for the
unexpired term. The members of the Committee may be appointed to succeed
themselves,

XIII. ORGANIZATION OP ADVISORY COMMITTEE

The Advisory Committee shall appoint a chairman and a secretary from among
its members. It may appoint such agents, who need not be members of the
Committee, as it niay deem necessary for the effective performance of its
duties, and it may delegate to such agents such powers and duties, whether
ministerial or discretionary, as the Committee may deem expedient or
appropriate. The compensation of such agents shall be fixed by the said
Committee within limits set by the Board. The Advisory Committee shall act
by majority vote of the whole Committee. Its members shall serve as such

, without compensation. The proper expenses of the Committee, including the
compensation of Its agents, shall be paid by the Trustee out of the Fund
upon the written order of the Committee.

XIV. POWERS OF ADVISORY COMMITTEE

The Advisory Committee shall control the administration of the Savings-
Sharing Plan herein embodied, and it shall have all powers necessary to
enable it promptly to carry out its duties in that respect. Such powers
shall Include, but shall not be limited to, the power to construe the Plan,
to decide all questions relating to the eligibility of employees who par-
ticipate in the benefits of the Trxist, and to decide all questions that may
arise under the Plan. All disbursements by the Trustee, excepting the
ordinary expenses of administration of the Trust, shall be made upon, and
in accordance with, the written Instructions of the Advisory Committee.

- The decisions of the Committee upon all matters within the scope of its
authority shall be final.

XV, RECORDS OP ADVISORY COMMITTEE

All acts and proceedings of the Advisory Committee shall be duly recorded by
the secretary thereof or under his supervision, and all such records, together
with such other docvunents as may be necessary for the administration of the
Savings-Sharing Plan herein contained, shall be preserved in the custody of
the secretary.
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XVI. EXEMPTION PROM LIABILITY OP ADVISORY COMMITTEE

The members of the Advisory Committee, and each of them, shall be free from
all liability. Joint or several, for their acts, omissions and conduct, and
for the acts, omissions and conduct of their duly constituted agents, in the
administration of the Plan herein contained, and the Cooperative shall
indemnify and save them and each of them harmless from the effects and
consequences of their acts, omissions and conduct in their official capacity, i

except to the extent that such effects and consequences shall result from
their own willful misconduct.

The advisory committee is made up of five members, all of them selected by the
board of directors of the cooperative. They serve for terms of from 1 to 5

years. This staggering of terms gives assurance that there will always be
experienced members serving on the committee.

Power and responsibility for administration of this plan rests with the advisory
committee. Decisions of the committee are final. ~

The committee must keep accurate records of all its acts and proceedings. It
is given authority to hire any necessary outside consultants and to pay the
costs from the fund. No disbursements can be made by the trustee from the
fund without written instructions from the conmittee.

The advisory committee serves without compensation. It does so in the interest
of employees. Its members are not left open to lawsuits or other trouble be-
cause of dissatisfaction or grievance of any employee.

XVII. COMPOSITION OP FUND

The Pund shall consist of all payments by the Cooperative to the Trustee, - ; ^ '•

made in accordance with Article IV of this instrument, together with the
net Income which may be produced by the investment of the Pund and which
shall be added to the principal annually by the Trustee. The Pund shall
be held, administered, and Invested in the manner hereinafter provided as
a single fund.

xviii. INVESTMENT OP PUND - ..';:.';,.

Subject to the provisions of the next succeeding paragraph hereof, the
Trustee shall Invest and reinvest the principal and Income of the Pund in
the securities of the United States of America or of the State in which the
Cooperative is located, or any municipality or other legal subdivision
thereof or in securities the payment of which is guaranteed by the United
States of America or the representative State.

The Trustee shall keep available for payment of the benefits hereinbefore
provided such amounts of cash or securities capable of immediate liquidation
as in its Judgment may be necessary for the payment of such benefits.

The Trustee shall not be liable for any losses which may be incurred upon
investment of the Pund, except to the extent that such losses shall have
been caused by Its bad faith or negligence.
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The cooperative wants deposits made to the fund invested wisely by people or
organizations which make a specialty of studying investments, and wants the
fund to work for employees, increasing in value as time goes on. The trustee
is empowered to invest the funds and must add the income thus earned to the
fund which is credited pro rata to every participating employee.

Investment is limited strictly to securities of the United States of America
or of the State in which the cooperative is located, or any municipality or
other legal sub-division thereof, or in securities which are guaranteed by the
United States of America or the respective State.

The trustee is responsible only for losses due to its bad faith or negligence.

XIX. POWERS OP TRUSTEE

In addition to the powers elsewhere in this Instrument conferred upon It, the
Trustee shall have power:

A. To transfer, sell, and convey any of the seciirltles In the Fund without
the approval of any court and without obligation upon any person dealing with
the Trustee to see to the application of any money or other securities
delivered to it;

B. To keep any or all of the securities in the P\md, other than bearer
bonds, in Its own name without disclosing its fudiclary capacity, or in the
name of its nominee with power of attorney for their transfer attached
thereto;

C. To collect the principal and Income of the securities in the Fund as they
become due and payable and to give binding receipt therefor, and if at any
tlDie there shall be default in the payment of such principal or income or any
part thereof, to take such action, whether by legal proceedings, compromise,
or otherwise, as the Trustee, in its discretion, shall deem to be in the best
interest of the Trust, The Trustee shall be under no obligation to take any
legal action as aforesaid, unless it shall first have been indemnified by the
Cooperative with respect to any expenses or losses to which it may be
subjected through taking such action; and

D. To segregate any part of the Fund for the purpose of its administration;
provided that, except to the extent that the foregoing power to segregate is
exercised, the Trustee may hold, manage, control, invest and reinvest the
Fund as a common fund for the benefit of the Participating Employees in the
respective proportions in which the assets of the Trust may be so Jointly
invested.

XX. ACCODNTINO BY TRUSTEE

On or before the first day of April in each year the Trustee shall render to

the Advisory Committee an account of its adrainistration of the Trust for the
preceding year. The written approval of the Committee as to all matters and
transactions stated therein or shown thereby shall be final and binding upon

3 the Cooperative and all persons who shall then be or thereafter become Inter-

t ested in the Trust. Any and all allocations made by the Trustee shall not be
final until so approved by the Committee.
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XXI. RESIGNATION OP TRUSTEE

The Trustee may resign at any time by giving sixty (60) days' written notice
to the Board. Upon such resignation becoming effective, the Trustee shall
render to the Committee an account of Its administration of this Trust during
the period following that covered by Its last annual account, and it shall
perform all acts necessary to transfer the assets of the Trust to its
successor.

XXII. REMOVAL OF TRUSTEE

The Board may remove the Trustee at any time by giving sixty (60) days*
written notice to the Trustee. In case of such removal the Trustee shall be
under the same duty to account for and to transfer the assets of the Trust
to Its successors as provided in Article XXI hereof.

XXIII. SUCCESSOR TRUSTEE

In case of a vacancy in the trusteeship of this Trust, the Board shall desig-
nate and appoint a qualified successor Trustee. Any such successor trustee
shall have all the powers herein conferred upon the original Trustee.

XXIV. COMPENSATION OP TRUSTEE

The Trustee shall be entitled to reasonable compensation for its services
and reimbursement for all reasonable expenses Incurred by it in the
administration of this Trust, The amount of such compensation shall be
fixed In a separate agreement between the Cooperative and the Trustee, and
such compensation and reimbursement shall be paid out of the Fund.

Article XIX states the authority of the trustee in managing the investments of
the fund--what it can and cannot do. Each year the tirustee gives an account
of its administration of the fund. When this report is approved by the advi-
sory committee it becomes binding upon the cooperative and each participating
employee.

Articles XXI, XXII, and XXIII make provisions for transfer of funds in the
custody of the trustee to a new trustee in the event of resignation or removal
of trustee.

,

Compensation of the trustee is based upon prevailing rates for such services
and is paid out of the fund. , -

XXV, AMENDMENT OF TRUST AGREEMENT

The Cooperative shall have the power to amend the Trust at any time by an
Instrument in writing, duly executed and acknowledged, and delivered to the
Trustee. No amendment shall be made hereunder which would increase sub-
stantially the duties, powers, or liabilities of the Trustee without its
written consent, or which would reduce the amount already credited to the
account of any Participating Employee at the date of the amendment, or which
would revest in the Cooperative any part of the principal or Income of the
Fund; provided that any amendment may be made which is necessary in order:
(a) that this agreement (as it may be amended) and the Trust hereunder will
be exempt under the provisions of Section 165(a) or similar successor
provisions of the Internal Revenue Code; (b) that all contributions of the
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Cooperative to the Trust will be allowable In full to the Cooperative as
deductions for Federal Income Tax purposes In the year In which made If the
Cooperative Is subject to, or liable for, any such Income tax; and (c) that
all contributions of the Cooperative to the Trust (as it nay be amended) and
all payments pursuant to the provisions of this agreement (as it may be
amended) will not be in contravention of any statute, rule or regulation

" relating to Wage and Salary Stabilization.

The board of directors of the cooperative may amend the savings- sharing agree-
ment at any time. But, the agreement can never be changed by the cooperative
so as to take from an employee any portion of the funds set aside for him up
to the time of the change. The agreement cannot be changed so as to affect
the duties, powers, and liabilities of the trustee unless the trustee consents
to such changes.

XXVI. TERMINATION OP TRUST

This Trust shall be terminated upon the expiration of a period of twenty-one
(21) years after the date of the death of the last survivor of the class
composed of the original Participating Employees and of all other persons in
being at the date hereof who will subsequently become Participating Enployees,
unless it will have been terminated at an earlier date as hereinafter provided.

The Cooperative shall have the power to terminate the Trust at any time by an
instrument In writing, duly executed and acknowledged, and delivered to the
Trustee, Upon such termination of the Trust the amount credited to each
Participating Employee upon the books of the Trustee shall be paid to him in
ten (10) equal annual installments beginning on the thirty-first day of
December of the year In which such termination occurs, or on the thirty-first
day of December of the year 1955 » whichever is later. Upon receipt of notice
of such termination the Trustee shall liquidate the securities in the Fund as
rapidly as may be necesssiry to provide cash in amounts sufficient to make the
distributions to the Participating Employees required herein. Any increase
or decrease in the value of the securities In the Fund or the proceeds thereof
occurring during the liquidation period shall be allocated among the Partici-
pating Employees pro rata.

Notwithstanding the provisions hereof with respect to termination, the Coop-
erative has no present intention to exercise its power to terminate the Trust,

It is the present intention of the cooperative to have this savings- sharing
plan last beyond the lifetime of present employees. However, the cooperative
has the right to voluntarily terminate the plan at any time at its discretion.

If this should happen, the trustee would liquidate the assets of the trust and

proceed with distribution pro rata to participating employees. None of the

assets could be paid to the cooperative. Employees would receive the full

amount due them from the fund at that time. But the savings- sharing agreement
would come to an end at the date of liquidation.

For legal purposes the trust shall come to an end 21 years after the death of
the last survivor of the original group of participating employees. For all

intents and purposes that is one generation ahead.
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XXVII. CONDITION OP TRUST

The Savings of the Cooperative being defined herein as including in effect
that which woiild be the profits of a corporation other than a cooperative
association, the Cooperative intends that for tatx purposes the Plan embodied
herein (of which the Trust forms a part) shall be regarded as a Profit-
Sharing plan of an employer for the exclusive benefit of his employees or
their beneficiaries, within the meaning of section 165 of the Internal
Revenue Code and of any similar provision of subsequent revenue laws, and
that the Trust shall qualify as a trust forming part of such a Plan, under
said Section I65 of the Internal Revenue Code and any similau? provision of
subsequent revenue laws.

If the Trust be terminated by the Cooperative prior to December 31, 19^+6, for
the reason that there has not been obtained with respect to the Trust (as it
may have been amended) such approval or other favorable action by the
Commissioner of Internal Revenue or other governmental authorities as may be
necessary and sufficient in order to satisfy the Cooperative: (a) that this
agreement (as it may be amended) and the Trust hereunder are exempt under
Section 165(a) or similar successor provisions of the Internal Revenue Code;
(b) that all contributions of the Cooperative to the Trust are allowable in
full to the Cooperative as deductions for Federal Income Tax purposes in the
year in which made if the Cooperative is subject to, or liable for, any such
Income tax; and (c) that all contributions of the Cooperative to the Trvist
(as it may be amended) and all payments pursuant to the provisions of this
agreement (as it may be amended) are not in contravention of any statute,
rule or regulation relating to Wage or Salary Stabilization, or if the Trust
be terminated prior to the said date for the reason that there has not been
obtained with respect to the Trust the formal approval of the stockholders
of the Cooperative, then, and in either of those events, the entire Fund
then held by the Trustee shall be returned forthwith to the Cooperative free
and clear of any right or interest of any employee, former employee,
beneficiary, or any other person claiming under or through any of them,
notwithstanding the provisions of Articles III and XXVI hereof.

For the purpose of this Article, a recital of the reasons for such termination
in the Instrument effecting such termination shall be sufficient evidence that
the termination was made because of the reasons stated.

Article XXVII is a statement of purpose and aims in order to clarify the legal
standing of this agreement with the United States Conmissioner of Internal
Revenue and other U. S. or State Government agencies v;hich would be concerned
with its operation.

The plan was in the making for a number of years. After adoption by the board
of directors and approval by the stockholders in October, 1945, it was sub-

mitted to the U. S. Conmissioner of Internal Revenue for approval, as required
under section 165(a) of the Internal Revenue Code, as amended. Approval was
given.

Group Insurance Plans

This association provides group hospital and surgical insurance and group life
insurance for all employees. Details of the two plans are shown on the

following pages:
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Group Hospital and Surgical Insurance Plan

WHO IS ELIGIBLE?

Everyone en?)loyed by the cooperative on April 1, 195'<-, and their dependents,
were eligible at that date. In addition, anyone later employed becomes
eligible to join the plan thirty (30) days after the date of employment.
Dependents of employees become eligible at the same time as employees.

WHO ARE "DEPENDENTS"?

The wife (or husband) of an employee, and all of an employee's children who
are more than fourteen (Ik) days old but less than nineteen (19) years old,
and who are unmarried, are considered dependents. Coverage of dependents is
optional, upon payment of the dependents coverage fee.

WHAT BENEFITS ARE PROVIDED?

The policy provides benefits up to the following limits, for employees and
covered dependents alike:

1, Hospital room and board — $20 per day,
2, Hospital extras — unlimited,
3» Ambulance — $75,
4. Hospital medical care — $3 per day.

5. Svirgical operations — as listed in schedule.

Hospital Room and Board ; The policy will pay the fvill charge by the hospital
for room and board, up to a limit of $12 per day. This payment will continue
up to 120 days for each disability. (A "disability" for an employee is the
period during which he is unable to perform active full-time employment. A
"disability" for a dependent is any single injury or sickness, including
complications therefrom: however, if a dependent recovers and resvunes normal
activity for three months, any subsequent disability from the same cause shall
be considered a new disability.)

There is no yearly limit. If an employee is in the hospital for 120 days, is
discharged, and then goes back the next day for a different cause, he has
another 120 days on the second confinement.

Hospital Extras ; The policy will pay the charge by the hospital for services
in addition to room and board. (Except the doctor's or nurse's fees.) There
is no limit on this payment, except that the charges must be incvirred during
the^20 days in which the room and board coverage is effective. This payment
covers such things as dressings, drugs (including antibiotics), blood and
blood plasma, anesthetist's services, anesthetics, etc.

Ambulance ; The policy will pay for the expense of an ambulance to and from
the hospital, up to $75 for each disability.

Surgical Operations ; The policy will pay the full expense of any svirgical
operation, up to the limits for each type of operation shown in the Schedule
of Operations provided each employee. The maximum payment under this section
is $300. Operations will be paid for when performed in a doctor's office or
clinic, as well as in a hospital.

In-Hospital Medical Care ; The policy will pay the full charge for doctor's
visits in a hospital, where no payment for svirgical operation is involved,
up to a limit of $3 for each visit (no more than one per day) and a total
limit of $360 per year. The purpose of this coverage is to pay for the
doctor's services in cases if illness or injury which require hospitalization
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for treatment but do not require an operation, as In the case of pneumonia or
poliomyelitis, for example,

MATERNITY BENEFITS

Maternity benefits are payable both to the wife of an employee (when covered
\mder dependent payments) and to female employees. Normally a waiting period
of nine (9) months Is required from date of Joining the plan, but this
requirement Is waived for employees who Join April 1, 195'*^» transferring from
an existing plan, and for their dependents.

Maternity benefits cover childbirth, miscarriage, or complications arising
therefrom.

The maternity benefit Includes the standard maximum of $12 per day for room
and board, up to 120 days, unlimited hospital extras for the same period,
(Including delivery room, etc.) and ambulance service up to $7^. It also
includes payment of the cost of obstetrical procedures up to the following
limits:

1. Delivery of Child or Children — $75.
2. Caesarian Delivery — $150.
3. Miscarriage —» $37«50»

Maternity benefits continue in effect for nine (9) months after termination
of the Insurance of any employee or dependent, provided that at the time of
termination the necessary waiting period had been met or waived.

WHAT SICKNESS OR INJURY IS NOT COVERED BY THE PLAN?

The plan is designed to pay those expenses which would otherwise have to be
paid by the individual employee. It therefore does not cover any sickness
or injury for which the person concerned is entitled to payment under
workmen's compensation or occupational diseases law.

It also does not pay for aziy sickness or injury in which the person concerned
is not under the regular care of a licensed physician and surgeon, or dental
services of any kind, or eye refractions (examinations).

The benefits covered by this plan, however, are payable in addition to any
similar benefits which an employee may be entitled to under any other plan
or any other policy,

WAITING PERIODS ~

There are no waiting periods under the plan, except for maternity benefits.
And this waiting period of nine (9) months is waived for all employees and
their dependents who Join April 1, 195'<'( transferring from an existing plan,

FREE CHOICE OP DOCTOR AND HOSPITAL i

There is no restriction on any employee or dependent's choice of licensed
physician, or of a lawfully operated hospital,

WHEN DOES INSURANCE END?

The Insurance of an employee terminates vopon non-payment of premium, or when
he leaves the employ of the cooperative. Dependent's Insurance terminates
upon non-payment of dependents coverage fee, or when eiiq>loyee leaves the
cooperative. However, if an employee ceases work because of a disability,
he may continue his insurance in force during his disability by payment of
premiums. In the event of temporary lay-off or approved leave of absence,
he may continue his insurance in force for one month upon payment of premliun.
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WHAT COVERAOE IS PROVIDED AFTER INSURANCE TERMINATES?

In the case of an en^loyee or dependent who Is totally disabled at the time
his Insurance terminates, the benefits of the plan are available at any time
within three (3) months thereafter without payment of premium, provided the
total disability has been continuous from date of termination.

Maternity benefits are payable within nine (9) months from date of termination.

For a period of sixty days following termination of the group Insurance,
employees will be eligible to apply for the nearest similar plan of Individual
hospital Insurance then offered by the Conq;>any.

WHO PAYS FOR INSURANCE?

Employees pay one-fourth of the cost of the insurance and the cooperative
pays the other three-fourths.

Group Life Insurance

Group Life Insurance is provided for employees of the cooperative under two
different plans covered by one Master Policy. The basic plan is non-
contributory and all employees are eligible after three months' service. The
supplemental plan is optional and is a contributory plan with the same eligi-
bility requirements.

Each employee is classified in accordance with his wage scale and the amount
of insurance applicable to him determined on the date such insurance becomes
effective and thereafter on the date of each increase in salary or wage in
accordance with the following tables:

SCHEDULE OF BENEFITS

BASIC PLAN--Non-contrlbutory

Class Monthly Salary or Wage
Amount of

Employee Insurance

I. Less than $100.00 $ 2,000.00
II. $100.00 but " 200.00 3,000.00

III. 200.00 " 250.00 4,000.00
IV. 250.00 350.00 6,000.00
V. 350.00 " 450.00 8,000.00

VI. 150.00 501.00 10,000.00
VII. 501.00 551.00 12,500.00

VIII. 551.00 651.00 15,000.00
IX. 651.00 751.00 17,500.00
X. 751.00 " 1,001.00 20,000.00

XI. 1,001.00 and over 25,000.00

Employee Monthly
Contribution

None

The amount of insurance under the Basic Plan on eligible retired employees will decrease
by 10^ upon retirement and by a like amount on each of the next four anniversaries of the
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date of retirement. On the fifth anniversary of his retirement the amoiint of insurance
will be reduced to 25/S of the amount of insurance in force immediately prior to retire-
ment. ,v

The amount of insurance xmder the Basic Plan on eligible retired employees will decrease
by lOJ? at retirement age and a like amount each year for 5 years at which time the amount
of insurance will be reduced to 255? of the amount of ins\irance Immediately prior to
retirement age.

SUPPLEMENTAL PLAN--Contributory

t Monthly Contribution
to Purchase Paid-Up

Amount of Amount of and Dependent Insurance
Employee Dependent Employee

Life Life Employee and
Class Monthly Salary or Wage Insurance Insurance Only Dependent

I. Less than $350.00 $ 1,000.00 All $ 1.00 $ 1.54
II. $350.00 but " 450.00 2,000.00 2.00 2.54

III. 450.00 " " " 501.00 4,000.00 Classes 4.00 4.54
IV. 501.00 " " 551.00 6,000.00 6.00 6.54
V. 551.00 " " 651.00 8,000.00 See 8.00 8.54

VI. 651.00 " " 751.00 10,000.00 10.00 10.54
VII. 751.00 " " 1,001.00 12,000.00 Schedule 12.00 ' 12.54

VIII. 1,001.00 and over 15,000.00 Below 15.00 15.54

DEPENDENT LIFE INSURANCE SCHEDULE

Wife or Husband $1,000.00
Child: 14 days but less than 6 months , 100.00

6 months but less than 2 years 200.00
2 years but less than 3 years • 400.00 '

,

3 years but less than 4 years 60O.OO '

4 years but less than 5 years 8OO.OO
5 years but less than 19 years 1,000.00

All insurance under the Supplemental Plan, except for the Paid-Up portion, terminates upon
termination of employment.

Other Employee Benefits

This association provides many nonfinancial employee incentives. A policy has

been established to assure employees that promotions will be made from within
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whenever feasible. The cooperative provides educational opportunities and has
established organized exnployee training programs. It pays for en^loyees to

attend training programs and workshops at State universities and other places.

Employees are represented on various comalttees . For example, two members of
the advisory committee for administering the employee savings-sharing trust
agreement are employee representatives.

Employees and their families are invited to attend the annual stockholders'
meeting and banquet. The cooperative also sponsors an annual employee picnic
each summer and an employee Christmas party in December.

The policies of the cooperative regarding vacations and sick leave for employees
are as follows:

Vacation Policy

Permanent full-time employees of Cooperative II are eligible for their first
vacation with pay during the calendar year following the one in which employ-
ment began. Each calendar year, each en^loyee Is eligible for 1 day of
vacation with pay for each month (or major fraction thereof) of continuous
service completed by him Immediately before January 1 of that year, but not
to exceed a total of 10 working days (2 weeks) each year, except that

during the calendar year in which an employee will complete 10 years
of continuous service, and during each succeeding calendar year until
that in which he will complete 20 years of continuous service, he is
eligible for 1^ working days (3 weeks) of vacation with pay; and

during the calendar year in which an employee will complete 20 years
of continuous service, and during each succeeding calendar year, he
is eligible for 20 working days {^ weeks) of vacation with pay.

The vacation schedule is worked out in advaiKe by the employee and his super-
visor; and, when possible, the employee Is allowed to take his vacation d\iring
the period he requests. Vacation credits may not be accumulated from year to
year. An extra day of vacation with pay is granted if a recognized holiday
occurs diiring an employee's vacation. When a pay day will occur during an
employee's vacation, he may obtain his pay check on his last day of work
before vacation.

An employee in good standing who leaves the employ of the cooperative before
taking the vacation for which he is eligible receives additional pay in lieu
of the vacation which has been earned but not taken. Including the vacation
benefit accrued during the calendar year in which his employment terminates.
Under no other circiunstances, however, does an employee receive additional
pay in lieu of a vacation earned but not taken.

Sick-Leave Policy

An employee may obtain sick-leave benefits only after the beginning of the
calendar year following that in which his employment begins.

Each calendar year, each employee receives one-half day of sick-leave credit
for each month (or major fraction thereof) of continuous seirvice completed by
him immediately before January 1 of that year; but not to exceed a total of
5 working days (1 week) each year, subject to the provision that an employee's
sick-leave credit for any calendar year is reduced on a pro rata basis if

I
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such employee Is absent any portion of the Immediately preceding year on
leave of absence or because of extended military service, Unxised sick-leave
credits are carried forward from one calendar year to the next calendar year
up to a maximum of 10 working days (2 weeks) — that is, in any calendar year
an employee may obtain a maximum of I5 working days (3 weeks) of sick-leave
credit [the sum of the sick-leave credit earned the preceding year plus the
maximum carryover]. Accumulations of sick-leave credits to January 1, I958,
are limited to the maximum number of days specified in the policy in effect
up to that date.

In Workmen's Compensation cases, the benefit paid under this policy is the
difference between the Workmen's Compensation paid to the employee and his
regular base pay until the total amount of his sick-leave credit, calculated
as a lump sum, has been exhausted. Any vmused portion of his sick-leave
benefit Is recalculated in terms of remaining days of sick-leave credit.

While, generally, employees are entitled to these special benefits only
iinder the conditions mentioned above, time off Is granted in the event of
serious Illness or death in an employee's family.

Savings-Sharing Plan for Employees of

Loral Member Associations

Details of the employee incentive plan which covers employees of affiliated
local cooperatives of Cooperative II, a regional, are reported on the following
pages. About two-thirds of the eligible local retail cooperatives participate
in the plan.

The plan is "self-administered" in that all actions go to the boards of direc-
tors of the locals for approval. However, the regional cooperative has a hand
in the management of the plan since the board of directors of the regional
appoints the committee which has general authority for administering the plan.
The only cost of the plan to the regional is the time involved in appointing
and working with the coimnittee.

The plan is a savings- sharing plan which is exempt under Section 165(a) of the
Internal Revenue Code.

Details of the savings- sharing plan and the declaration of trust are reproduced
in full for the guidance of cooperatives considering adoption of a similar plan.
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THE SAVINQS-SHARINQ PLAN
FOR

THE EMPLOYEES OP
THE CORPORATE STOCKHOLDERS OP

COOPERATIVE II

ARTICLE I,
Name and Purpose

Section 1,1 Name . The name of the plan set forth In this instrument is "The
Savings-Sharing Plan For The Employees of The Corporate Stockholders of Coop-
erative II."

Section 1,2 Purpose . The purpose of the plan is to enable the employees of
the employers adopting the plan to share in the savings of their respective
employers.

The savings of each employer being defined so as to Include that which would
be the profits of a corporation other than a cooperative association, it Is
Intended that for tax purposes the plan shall be regarded as a profit-sharing
plan of each participating employer for the exclusive benefit of its employees
and their beneficiaries, within the meaning of Section I65 (a), or of any
similar successor provision, of the Internal Revenue Code of the United
States of America.

ARTICLE II,
Definitions and Interpretation

Section 2,1 Plan . The "plan" is the savings-sharing plan set forth in this
instrument.

Section 2.2 Trust . The "Trust" is the tioist hereinafter referred to as a
part of the plan.

Section 2,5 Employer . An "employer" is an incorporated cooperative associa-
tion or cooperative corporation regularly employing in its business any number
of natural persons as employees.

Section 2A Participating Employer . A "participating employer" is an employer
that has adopted and is participating in the plan.

Section 2.5 Employee . An "employee" is any natural person regularly employed
in the service of an employer.

Section 2.6 Participating Employee . A "participating employee" is an employee
who is eligible and who is participating in the plan.

Section 2.7 Beneficiary . A "beneficiary" Is a person designated by a
participating eirployee In the manner provided in the plan to receive benefits
which may be payable at or after the death or the participating employee.

Section 2,8 Trustee . The "trustee" is Blank Bank, acting \mder the
declaration setting forth the terms of the triist, or any duly appointed
successor trustee \inder that declaration or any amendment thereof hereafter
effected.

Si'

Section 2.9 Board of Directors . The "board of directors" is the board of s^

directors of Cooperative II, unless the context clearly indicates that the
board of directors of another corporation is meant.

Section 2.10 Committee . The "committee" is the committee constituted under
the provisions of this instrument for the adirdnlstratlon of the plan.
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Section 2,11 Effective Date . An "effective date" Is the date of the
conunencement of the participation of an employer in the plan.

Section 2.12 Anniversary Date . An "anniversairy date" is the anniversary of
an effective date in each subsequent year.

Section 2.13 Plan Year . A "plan year" is a period of one year, either
commencing on an effective date and ending on the day Immediately preceding
the first anniversary date or commencing on any anniversary date and ending
on the day immediately preceding the next subsequent anniversary date.

Section 2.14 Declaration of Trust . The "declaration of trxist" is the
instrument executed by the trustee setting forth the terms of the trust.

Section 2.15 Trust Fund . The "trust fund" is the sum of all the assets of
every kind and nature, both principal and income, at any time and from time
to time held by the trustee under the declaration of trust.

Section 2.l6 Interpretation . Wherever appropriate, the singular number
may be read as the plural and the plural may be read as the singxxlar; the
masculine gender may be read as the feminine gender or as the neuter
gender, and compound words beginning with the prefix "here" shall be read
as referring to the entire plan and not to the part thereof in which they
occur. This Instrument shall be construed according to the laws of the
State.

ARTICLE III.
Participating Employers

Section 3.1 Eligibility . Any employer which Is the owner of a fully paid
share of the capital stock of Cooperative II shall be eligible to adopt the
plan and participate in the trust; provided, however, that at least seventy-
five per centum of those of its employees who are eligible to participate in
the plan will have applied for participation and consented in writing to the
salary deductions required for participation.

Section 3.2 Application . Any eligible employer, having adopted the plan by
resolution of its bosird of directors, and desiring to make use of the trust
as a part of its plan, shall execute and deliver to the cocaaittee an applica-
tion on a form to be provided for that purpose by the committee. By making
the application the employer shall offer:

(a) to send to the committee all applications, data, and information
respecting its employees which may be required by the committee in
connection with the administration of the plan;

(b) to deduct from the compensation of its employees, and to remit to
the committee each month, such amounts as the employees may be required
to contribute to the plan;

(c) to remit to the committee when due such airiounts as the employer may
be required to contribute to the plan for the benefit of its employees;
and

(d) to adopt and comply with all the terras and provisions of this
instrument and of the declaration of trust to the same extent as though
it had been an original party hereto and thereto.

Section 3o3 Acceptance . Upon the acceptance of the application for participa-
tion in the plan and trust by the committee, the applicant shall become a
participating employer as of the beginning of its fiscal year immediately
following the date of acceptance.
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Section 3.^ Tercilnatlon of Employer Participation . Any participating enqployer

(local cooperative} shall have the power to terminate Its participation In the

plan and trust at the end of its fiscal year by action of its board of direc-
tors; provided, however, that it must give sixty days' written notice of Its

Intention to terminate its participation to the committee. The committee shall
have the power to terminate an employer's participation in the plan and trust

at any time in case the eii$)loyer should fall to discharge any of its obligations
as a participating employer, or in case the participation of the enqployer should
cause the plan or trust to be disqxiallfled under the provisions of Section

165 (a), or of any similar successor provision, of the Internal Revenue Code of

the United States of America.

ARTICLE IV.
Participating Employees

Section ^,1 Eligibility . In order to be eligible to participate in the plan,
an en^jloyee must fulfill the following requirements:

(a) he must be employed by a participating employer;

(b) his customary employment must be for no less than twenty hours per
week and for no less than five months per calendar year; and

(c) he must have con?)leted one year of continuous service as an employee.

For the ptirpose of the plan, continuity of service shall not be deemed to
have been interrupted by the transfer of an employee from the employment of
one participating employer to that of another without any intervening period
of other employment or of unemployment, or by absence from active employment
on account of ten?)orary illness, or during authorized vacations or leaves of
absence, or during service in the armed forces of the United States during
time of war or other national emergency and ninety days thereafter; provided,
however, that the employee must return to active employment at the end of any
such periods of absence. An employee whose employment by an employer has
been or will be severed and subsequently renewed shall be deemed to be a new
employee as of the date of his reemployment. In the computation of the
length of continuous service, fractional parts of months shall be disregarded.

Section 4.2 Application . Any person who is an employee on the effective
date and who is eligible on said date may become a participating employee
either on the effective date or on any anniversary date. Any person who is
an employee on the effective date and who is not eligible on said date may
become a participating employee either on the anniversary date which is
coincident with or next following the date upon which he becomes eligible or
on any subsequent anniversary date. Any person who becomes an employee after
the effective date shall be required, as a condition of his employment, to
become a participating employee on the anniversary date wW.ch is coincident
with or next following the da^e upon which he becomes eligible.

Every employee who is eligible and who desires or is required to become a

participating eD5)loyee shall execute and deliver to the committee, on a form
to be provided by the committee, an application for participation containing
such information as may be required for the administration of the plan,
including, without limitation, the necessary vital statistics, a beneficiary
designation, an authorization of the payroll deductions contemplated under
the plan, and an acceptance of the terms of the plan.

Section 4-.? Acceptance . Upon the receipt and approval of the application by
the committee, the applicant employee shall become a participating employee
as of the date on which he was entitled to, and desired or was required to
become a participating employee. Neither the fact that an employee has become
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a participating employee nor the fact of the adoption of the plan by any
employer shall give to any person any right to continued employment, nor shall
either fact limit in any way the right of an employer to discharge or to deal
otherwise with an employee as an employee without regard to the effect which
such treatiwnt may have upon his rights vinder the plan.

Section ^,^ Termination of Employee Participation . A participating employee
may not withdraw from the plan; his continued participation may be terminated
by his death, his retirement, the termination of his employment, his ceasing
for any other reason to be eligible, the termination of the plaui as to his
employer, or operation of law.

ARTICLE V,
Contributions

Section 5.1 Employee Contributions . Each participating employee shall
contribute to the plan each calendar month an amount computed as follows:

(a) if he be paid on a regular wage or salary basis, his contribution
shall be an amount equal to two per centum of his monthly earnings for
the first month of the current plan year;

(b) if he be paid on a commission or other irregular basis, his contri-
bution shall be an amount equal to two per centijim of his monthly
earnings for the period of twelve months imciediately preceding the
current plan year.

The amount of the employee contributions shall be deducted from the compensation
of the employees by their employers and remitted to the committee no later than '

the fifteenth day of the month following the month for which deducted.

The "monthly earnings" of a participating employee paid on a regular wage or
salary basis is the amount of his regular wages in salary, excluding all pay
for overtime, irregular bonuses, and employer contributions to the plan and
to other employee benefit plans, reduced to a monthly basis as follows:

(a) in the case of one paid on an hoiurly basis, by m'oltiplying the hourly
rate by the number of hours in his normal work month, excluding overtime,
but in no event by more tlian 173-1/3;

(b) in the case of one paid on a weekly basis, by multiplying the weekly
rate by J+-1/3;

(c) in the case of one paid on a monthly basis, by taking the monthly
rate; and

(d) in the case of one paid on an annual basis, by dividing the annual
rate by twelve.

The "monthly earnings" of a participating employee paid on a commission or
other irregular basis is the amount of his wages subject to taxation under
the provisions of the Federal Unemployment Tax Act, as amended, for the year
specified, reduced to a monthly basis by dividing the amount thereof by
twelve; provided, however, that the statutory limit upon the amoimt of such
wages subject to taxation shall not limit the amount of the monthly earnings
of the participating employee; and provided, further, that if the wages of
the participating employee aire not subject to such taxation, then the amount
thereof that would be subject to such taxation except for the exemption of
his employer, shall be used as the basis.

Section 5.2 Employer Contributions . Each participating employer shall contrlb-
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ute to the plan for each plan year an amount equal to three per centum of its
total savings realized during such year, after deducting therefrom the amount
of all income taxes (if the employer is required to pay such taxes) which the
employer would be required to pay for such year but for the deduction of the
amount of the contribution made hereunder; provided, however, that the amount
of such contribution shall not exceed fifteen per centvim of the compensation
otherwise paid or accrued during such year to all participating employees in
the employ of the engployer.

For the purpose of the plan, the savings realized by a participating employer
shall be the difference between the sum of the actxial cost of goods sold, the
expenses of operation, and all other expenses of the employer and the sum of
the amounts paid to or deposited with the employer. Amounts set aside pursu-
ant to statutory provisions for a reserve for periranent surplus or for the
promotion of cooperative organization and the amount of the employer's contri-
bution to the plan shall not be included as expenses in coi2$)uting the amount
of savings

o

The amount of each participating employer's contribution for each plan year
shall be remitted to the committee on the last day of the plan year or within
forty-five days thereafter.

Section 5,3 Allocation of Employer Contributions . The contribution of each
participating employer to the plan for each plan year shall be allocated
among the participating employees In the enqploy of such employer on the last
day of such plan year in direct proportion to the respective aggregate amounts
of monthly earnings paid by such employer to such employees for such plan
year; provided, however, that a participating employee who has been trans-
ferred during the year from the employ of such employer to that of another
participating employer without any intervening period of other en^jloyment or
of unemployment shall also share in the allocation upon the basis of the
aggregate amount of monthly earnings paid to him by such employer for such
plan year.

Section 5.4 Notice of Allocation . As soon as practicable after the close of
each plam year, each participating employer shall prepare and send to the
committee on a form to be provided by the committee a statement showing the
following things:

(a) the names of all participating employees In its employ on the last
day of the plan year;

(b) the aggregate amovmt of the monthly earnings paid or accrued during
the plan year to each such participating employee;

(c) the amount of the contribution of the participating employer to the
plan for the plan year allocated to each such participating enployee;
and

(d) amy other data required by the committee for the proper administra-
tion of the plan.

ARTICLE VI.
Management of Funds

Section 6.1 Trust Fund , All contributions to the plan and all of its assets
of every kind shall be held in trust until disbursed in accordance with the
terms of the plan. Under the terms of the trust it shall be impossible for
any part of the corpiis or of the income to be used for, or diverted to,
purposes other than for the exclusive benefit of the participating employees
or their beneficiaries. No participating employee, beneficiary, or other
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person shall have any Interest In or right to the trust fund, or any part of
the corpus or Income or assets thereof, except as and to the extent expressly
provided in the plan.

Section 6,2 Trustee . The trust fund shall be held in trust by a trustee
appointed from time to time by the board of directors, under a declaration of
trust substantially in the form attached hereto and made a part hereof, or as
it may be modified at any time with the approval of the board of directors.
Any trustee so appointed shall be either a bank or trust company organized
under the laws of the State, authorized to act as a trustee, and subject to
the supervision of the banking authority of this State, or a national banking
association organized under the laws of the United States of America and
authorized to act as a trustee in the State.

Section 6.3 Payments into Trust Fvind . Subject to the terms of the declara-
tion of trust, the committee shall promptly remit to the trustee all employee
and employer contributions received by the committee from the participating
employers. The committee shall keep an acctirate record of each such contri-
bution, showing the amount thereof, the participating employer from which it
was received, the date when it was received, and the date when it was remitted
to the trustee.

Section 6.4 Disbursements out of Trust Fund . Subject to the terms of the
declaration of trust, the trustee shall make disbursements out of the trust
fund only pursviant to the written instructions of the committee. All such
instructions shall specify with respect to each disbursement the amount
thereof, the time and manner in which it is to be paid, and the person to
whom or for whose benefit it is to be paid.

ARTICLE VII,
Interest in Fund

Section 7.1 Individual Accounts . The corrmittee shall set up and maintain for
each participating employee an individual account showing the amount of his
beneficial interest in the trust fund from time to time. The amoimt of each
employee contribution received for the participating employee shall be credited
to his account as of the date the amount is received by the committee, and the
amount of that part of each employer's contribution allocated to the partici-
pating employee shall be credited to his account as of the date the amount is
received by the committee. The amount of that part of the net increase or
decrease in the value of the assets constituting the trust fund allocated to
the participating employee shall be credited or debited to his account as of
the valuation date ending the period in which the increase or decrease
occurred. The amount of that part of the net income or loss of the trust
fund allocated to the participating employee shall be credited or debited to
his account as of the valuation date ending the period in which the income or
the loss was earned or suffered. The amount of each disbursement paid out of
the trust fund to, or for the benefit of, the participating employee or his
beneficiary shall be charged to his account as of the date upon which the pay-
mient was made.

Section 7.2 Determination and Allocation of Changes in Value . A valuation
date shall occur upon the last day of December of each year, and upon any
other date specified as a valuation date by the trustee or by the commilttee.
All assets constituting the trust fund shall be valued by the trustee as of
each valuation date; for the purpose of the valuation, securities shall be
valued at cost plus accrued Interest and plus or minus the amortized premilum
or discount, and annuity contracts shall be valued at the sum of the premiums
paid for them. The difference between the value of the assets on the valuation
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date, so determined, and the value of the same assets on the next preceding
valxiatlon date (or, in the case of assets acquired since the next preceding
valuation date, the cost thereof) shall be the net increase or decrease in the
value of the assets constituting the trust fund for the valuation period. The
net increase or decrease for each valuation period shall be allocated by the
committee among the participating employees as of the valuation date ending
the period in direct proportion to their respective interests on the next
preceding valuation date.

Section 7«3 Determination and Allocation of Income and Loss . The trustee
shall credit to an income account from time to time all interest received
from investments of the trust fund, all gains realized upon the sale or other
disposition of assets, and all other receipts and accretions determined by
the trustee to be income. The trustee shall charge to the income account as
incurred all expenses of the administration of the trust, all losses realized
upon the sale or other disposition of assets, and all other amounts determined
by the trustee properly to be chargeable against income. The balance of the
income account of each valuation date shall be the net income or net loss of
the trust fund for the valuation period ending thereupon. The net income or
loss for each valuation period shall be allocated among the participating
employees as of the valuation date ending the period in direct proportion to
their respective interests on the next preceding valuation date.

Section 7.4 Charge for Litigation . In the event any participating employee
or person claiming by or through a participating employee should commence any
equitable or legal proceeding relating to the plan or to the trust against
the trustee, against the committee, or against the employer, the result of
which is adverse to the plaintiff, or in the event that the trustee, the
committee, or the employer should find it necessary to commence any such
proceeding against any participating employee or any person claiming by or
through a participating employee, the result of which is adverse to the
defendant, the cost to the trustee, to the committee, or to the employer of
defending or bringing the proceeding as the case may be, shall be charged,
to the extent possible, to the account of the participating employee and
only the excess of such cost over the amount of the participating employee's
account shall be Included as an expense of administration.

Section 7.5 Termination of Interest . V/hen a participating employee becomes
entitled to the disbursement of all or a part of his interest In the trust
fund, his Interest therein shall terminate when the full amount to which he
is entitled has been dlsbxarsed as hereinafter provided. If his interest is
to be disbursed by a means of a series of cash payments, he shall be regarded
as a participating employee for the purpose of the allocation of Increases
and decreases in the value of the assets constituting the trust fund and of
net income and net loss of the trust fund until the disbursemient is completed.

ARTICLE VIII.
Disbursement of Interest

Section 8.1 Full Disbursement . A participating einployee shall be entitled to
the disbursement of the full amount cf his interest In the trust fund upon the
happening of the first of the following events:

(a) his retirement from the service of his employer;

(b) his death; and

(c) the termination of his employment after completion of ten fvill years
of continuous service; provided, however, that the transfer of the par-
ticipating employee from the employment of one participating employer to
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that of another without any Intervening period of other employment or of
unemployment shall not be deemed to constitute a termination of his
employment.

For the purposes hereof, a participating employee shall retire on that first
day of a month which is coincident with or next following the sixtieth annl>
versaiv o^ the date of his birth; provided, however, that with the consent of
his employer he may postpone his retirement to the first day of any month
thereafter, A participating employee who has become disabled to render
further service satisfactory to his employer may retire before attaining the
age of sixty years if authorized to do so by the committee with the consent
of his em.ployer.

Section 8e2 Partial Disbursement . A participating employee who resigns or is
discharged from the sejrvice of his employer before completion of ten full years
of continuous service shall be entitled to the disbursement of an amount equal
to the sum of:

(a) that part of the net balance of his individual account which bears
the same ratio to said net balance as the sum of the enqployee contribu-
tions made by him bears to the sum of all employee and employer contri-
butions made by, or allocated to him; and

(b) that part of the remainder of the net balance of his individual
account (after deduction of the part thereof specified In subsection (a)
of this section) which will have vested in him according to the
following table:

Full years of continuous service Part of remainder vested

Percent

0-2 years None
3 " 30
4 " 40
5 " 50
6 " 60

I
: ^ ^

9 " 90

That part of the net balance not vested in the former employee shall be allo-
cated among the remaining participating employees (in the employ of the same
employer) in direct proportion to the net balances of their Individual accounts
as of the end of the month next preceding the month in which the former employee
becomes entitled to the disbursement.

Section 8.3 Method of Disbursement . The method by which disbursements shall
be made shall be determined by the committee after giving due consideration
to the iriarital and financial status of the participating employee, any request
made by the participating employee, and all circumstances known to the
committee relating to his welfare. Disbursements may be made by any of the
following methods:

(a) a single cash payment;
'

(b) a series of cash payments substantially equal in amount;

(c) a monthly life annvilty under which payments terminate with the last
payment due prior to the participating employee's death;

(d) a monthly annuity for life with the provision that If the partici-
pating employee dies before having received a stated number of monthly
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payments, then any of the number of monthly payments remaining unpaid
shall be paid as they become due to the participating ec^loyee's
beneficiary;

(e) a joint and survivorship annuity under which monthly payments are
made while both the participating eBi>loyee and his beneficiary are
living, and after the death of either one, are continued In the same
amount to the survivor, terminating with the last payment due prior to
the survivor's death;

(f

)

a Joint and two-thirds suz^vlvorshlp annuity under which monthly pay-
ments are made while both the participating employee and his beneficiary
are living, and after the death of either one, are continued in two-
thirds of the original amount to the survivor, terminating with the last
payment due prior to the survivor's death.

If a disbursement Is made by means of an annuity contract, the exact form of
the annuity and the company from which It shall be purchased shall be deter-
mined by the committee. An amount dlsbvirsed on account of the death of a
participating employee shall be paid to his beneficiary, or In default of a
beneficiary, to his estate.

Section 8,4 Honallenablllty of Interest . Neither the Interest of a pai^lcl-
pating employee In the trust fund nor his right to any disbursement therefrom
shall be assignable or subject to legal seizure or otherwise transferable.

ARTICLE IX.
Administration of Plan

Section 9,1 Committee . The general administration of the plan and the duty
to carry out Its provisions shall be vested In a committee composed of five
persons appointed from time to time by the Board of Directors. One member
shall be appointed each year and sha.1.1 serve for a term of five years,
except In the case of the first committee, of which one member shall be
appointed for one year, one member for two years, one member for three years,
one member for four years, and one member for five years. The Board of Direc-
tors shall have the power to remove a member of the committee at any time with
or without cause. Any member of the committee may resign at any time upon
giving written notice to the Board of Directors. The Board of Directors shall
have power to fill any vacancies on the committee. The members of the commit-
tee shall elect a chairman who mtist be, and a secretary who need not be, a
member of the committee. They shall also appoint from their number such
committees with such powers as they may determine, and they may employ such
legal and clerical services as they may require in the proper administration
of the plan; provided, however, that they shall not delegate the power to
requisition funds from the trustee to fewer than a majority of their own
number.

Section 9»2 Meetings and Acts of the Committee . The committee shall meet at
such times and places, and upon such notice as its members may determine from
time to time. A majority of the current membership of the committee shall
constitute a quorum for the transaction of business. All acts of the commit-
tee at any meeting shall require the affirmative vote of a majority of its
current membership. The committee shall keep accurate records of all of its
acts and proceedings.

Section 9.3 Congaensation and Bonds of Committee . Members of the committee
shall receive no compensation for their services as such, but they may be
reimbursed, in the discretion of the Board of Directors, for any amounts
reasonably and necessarily paid by them in the performance of their duties.
Each member of the committee shall fxirnlsh a bond for the faithful perform-
ance of his duties in such amount and with such surety as may be specified
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by the Board of Directors, and the cost of such bond shall be paid out of
the trust fund as one of the costs of administration.

Section 9,k Regulations and Rtiles of Committee . The committee shall have
the power to maxe reasonable rules and reg\ilations required in the administra-
tion of the plan, to make all determinations necessary for the administration
of the plan except those determinations which the plan requires others to make,
and to construe, interpret, auid supplement the plan whenever necessary to carry
out its intent and purpose and to facilitate its administration. All such
rules, regulations, determinations, constructions, and interpretations so made
by the committee shall be binding upon all interested parties.

Section 9.5 Freedom from Liability . The members of the committee shall be
free from liability on account of any action taken in good faith in the
administration of the plsin in accordance with its terms.

Section 9.6 Prohibition of Discrimination . In the exercise of its discre-
tionary powers, the committee shall ti^at all eoqployees uniformly and equitably,
and shall never discriminate in favor of employees who are stockholders,
directors, officers or highly compensated employees or persons whose principal
duties consist of supervising the work of other enqployees. /

ARTICLE X.
Amendment of Plan

Section 10.1 Proposal of Amendment . Any participating enqployer, by action of
its board of directors, may propose an amendment of the plan and certify the
proposal to the committee. If the proposal appears to the committee to be
practicable, legal, and otherwise desirable, the committee shall certify the
proposal to all of the participating enqployers for adoption or rejection. If
the proposal appears to the committee to be inqpractioable, illegal, or other-
wise xindesirable, the committee shall return it to the participating employer
with a concise statement of its reasons for the return. If, after reconsider-
ing the proposal together with the committee's statement, the participating
enqployer will re-certify the proposal, either in its original form or in a re-
vised form, to the committee, the committee shall certify the proposal and Its
statement to all participating eiq;)loyers for adoption or rejection.

Section 10.2 Adoption of Amendment . Each participating employer, by action
of its board of directors, may adopt or reject the proposed amendment and shall
certify its action thereupon to the committee. If, within six months of the
date upon which the proposal was certified to the participating enqployers, a
numerical majority of such en^loyers will have certified to the committee that
they have adopted the proposal, the amendment shall become effective as of the
date specified therein, or, if no date is specified, on the date upon which
the committee receives the last of the required number of certifications;
otherwise the proposal shall be rejected. In each case, the committees shall
promptly give written notice of the adoption or rejection of the proposal to
each participating enqployer.

Section 10.3 Limitations of Power to Amend . No amendment of the plan may in-
crease the duties and responsibilities of the trustee without its written con-
sent, nor may any such amendment reduce the interest of any participating
employee in the trust fund vested in him under the plan, or divert any part
of the trust fund to any use or purpose other than for the exclusive benefit
of the participating employees or their beneficiaries; provided, however, that
any amendment may be made which may be necessary in order:

(a) that the plan and trust will qualify under the provisions of Section
163 (a) or of any similar successor provision of the Internal Revenue
Code; or
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(b) that all of the provisions of the plan and trust will conform to all
valid requirements of applicable Federal and State Laws relating to plans
and trusts of this kind.

Amendments made for the purposes, or either of them, expressed in the foregoing
may be retroactive.

Section 10,4 Rights of Dissenting Employers . Every amendment of the plan
duly adopted in accordance with tne provisions of this article shall be
binding upon all participating employers. Any participating en^loyer that
is unwilling to participate in the plan so amended may terminate its partici-
pation in the plan in the manner and with the effect elsewhere in this
instrument provided.

ARTICLE XI.
Termination of Plan

Section 11.1 Method of Termination . Any participating employer, by action of
its board of directors, may terminate its participation in the plan at the end
of its plan year by giving to the committee the notice hereinbefore provided.
If all of the participating employers terminate their participation in the
plan, the entire plan shall terminate.

Section 11.2 Effect of Termination. Upon the termination of an enqiloyer's
participation in the plan, no further contributions to the plan shall be made
by the eo^loyer or by the participating employees in its ei^loy excepting the
contributions for the plan year ending upon the date of termination. The par-
ticipating enqployees in the en$)loy of the former participating employer shall
be entitled to the respective amounts of the net balances of their ii»lividual
accounts, after adjustment to show the allocation of all contributions, in-
creases and decreases in the value of trust assets, income, and expenses for
the plan year ending upon the said date of termination. The committee shall
select the manner in which each such amount shall be disbursed from an^ng
the methods of disbursement hereinbefore provided after giving due consider-
ation to the marital and financial status of the paz>tioipating en^loyee, any
request made by him, and all circumstances known to the committee relating
to his welfare; provided, however, that if the committee detezMnines to make
the disbursement by means of an annuity contract, it may select a deferred
annuity providing for the first payment when the annviitant will have attained
the age of sixty years.

' DECLARATION OP TRUST

THIS DECLARATION OP TRUST, made as of the ____^_^^^_^ day of
, 1 9 . by Blank Bank, a national banking asso-

Lon, Witnesseth That:

WHEREAS, certain of the corporate stockholders of Cooperative II
have adopted for the exclusive benefit of their respective eiq>loyee!^ and their
beneficiaries a Joint savings sharing plan designated as "The Savlngs-^Sharing
Plan for The Eiqployees Of The Corporate Stockholders of Cooperative 11," here-
inafter referred to as the "plan" an accurate copy of which is hereto attached
for convenience of reference.

WHEREAS, the plan provides for the creation, as a part thereof, of
a trust, hereinafter referred to as the "trust," the terms of which are stated
in this instrument, and which has been designated by each of such corporate
stockholders as constituting part of a plan intended to qualify under the
provisions of Section 165(a), or of any similar successor provision, of the
Internal Revenue Code of the United States of America; and
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WHEREAS, Blaiik Bank has been designated as the trustee of the said
trust and Is willing to act as such trustee, said Blank Bank and Its successor
or successors being hereinafter referred to as the "trustee";

NOW, THEREFORE, In consideration of the premises, the trustee does
hereby declare and promise to and for the benefit of each participating
employer:

ARTICLE I.
Name and Purpose

Section 1.1 Name . The name of the trust created and existing under the terms
of this Instrument Is The Savings-Sharing Trust For the Eaqployees Of The Cor-
porate Stockholders of Cooperative 11.

Section 1.2 Purpose . The purpose of the trust Is to facilitate the adminis-
tration of the plan~for the exclusive benefit of those of the employees of the
participating en$)loyers In the plan and their beneficiaries. No part of the
corpus or Income of the trust fund may be used for or diverted to purposes
other than for the exclusive benefit of the participating employees and their
beneficiaries.

ARTICLE II.
Definitions and Interpretations

Section 2.1 Definitions . As vised In this Instrument, the following terms
shall have the meanings given to them In the respective definitions of them
contained In Article II of the plain: "en^loyer," "participating employer."
"employee," "participating enq?loyee," "beneficiary," "board of directors,"
"committee," "effective date," "anniversary date,^' "plan year," and "trust
fund."

Section 2.2 Interpretations » Wherever appropriate, the singular number may
be read as the plural and THe plural may be read as the singular; the mascu-
line gender may be read as the feminine gender or as the neuter gender; and
compound words beginning with the prefix "here" shall be read as refeiring
to this entire Instrument and not to the part of it in which they occurs
This instrument and the trust existing imder its terms are to be construed
in accordance with, and governed by the laws of the State.

ARTICLE III.
Trust Fvmd

Section 3.1 Composition of Fimd . The trust fund shall be composed of all
sxms of money and all property acceptable to the trustee and received by it
to be held in trust hereunder as evidenced by its receipts, from whatever
source received, together with all investments made therewith, the proceeds
thereof, and all earnings and accumulations thereon, and the part thereof
from time to time remaining. The trust fund shall be held and administered
as a single fund without distinction between principal and income, or between
employee and employer contributions , or between the contributions of one
participating employer and its employees and the contributions of another
participating employer and its employees; provided, however, that all amovmts
which are to be disbursed by means of a series of cash payments shall be
segregated as hereliuifter provided.

Section 3.2 Investment of Fund . The trust fund shall be Invested and re-
invested from time to time in securities of the United States of America, in
securities the payment of which is guaranteed, both as to principal and In-
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terest, by the United States of America, and In seciirltles of any State of
the United States of America, In securities of any legal sub-dlvlslon of any
such State and In annuity contracts issued by Insurance companies duly
licensed to do business In the State of ; provided, however, that
such cash funds as may reasonably be necessary to meet the cash requirements
of the plan may be held uninvested. All such investments and the amount of
such cash funds shall be subject to the approval of the committee.

Section 3*? Disbursement of Fund , Except as elsewhere In this Instninent
expressly provided, no disbursement or payment shall be made out of the trust
fund except pursuant to the written order of the committee. Every such order
shall be In a form acceptable to the tmstee, signed on behalf of the commit-
tee In accordance with the terms of the plan and the rules of the committee,
and delivered to the triistee. If the interest of a participating employee Is
to be disbursed by means of a series of cash payments, the amount thereof
shall be segregated and transferred to a termination account for the benefit
of the former participating employee. The termination account shall bear In-
terest at the rate then being paid by the trustee upon time deposits In Its
savings department, and it shall be charged with each payment made therefrom.

ARTICLE IV.
Trustee

Section ^»1 Responsibilities of Trustee . Except as provided elsewhere In
this Instrument, either expressly or by necessaory implication, the sole re-
sponsibilities of the trustee shall be (a) to receive, accept, and receipt
for all contributions and other payments to, and recoveries for, the trxist

fund made pursuant to the plan, including any duly made amendment thereof;
(b) to hold, invest, and reinvest the trust fund in accordance with the terms
of this instrument, including any duly made amendment hereof; and (e) to make
such payments and disbxirsements out of the trust fund for the purposes of the
plan as the committee may direct in writing pursuant to the terms of this
instmunent, or of any duly made amendment hereof. The trustee shall have no
duty to inquire concerning the amount, time of payment, or source of any con-
tribution tendered to it to be held in trtist hereunder; neither shall the
trustee be liable for any loss or reduction in value of the trust fund re-
sulting from the making, retention, sale, or exchange of any investment or
reinvestment in accordance with the terms of this instrument and not due to
its own negligence, willful misconduct, or lack of good faith. The trustee
shall also be fully protected in making disbursements from the fund in accord-
ance with the written instructions of the committee, and shall be charged with
no responsibility whatever respecting the application of monies so disbursed,
and the receipt of the payee shall constitute a full acquittance to the
trustee.

Section k,2 Powers of Tirustee . In addition to the powers elsewhere in this
instrument conferred upon it, the trustee, without leave of court, shall have
the power:

(a) to sell, transfer, assign, exchange, mortgage, pledge, or otherwise
dispose of any of the properties comprising the trust fund at such times
and at such prices and upon such terms and in such manner as it may deem
proper;

(b) to vote upon any stocks, bonds, or other securities of any corpora-
tion or other issuer at any time held in the trust fund, or otherwise
request or consent to any action on the part of any such corporation or
other issuer, and to give general and special proxies and powers of
attorney with or without substitution and to participate In reorganiza-
tion, recapitalization, consolidation, mergers, and similar transactions
with respect to such securities; and to deposit such stocks or other
securities in any voting trust or with any protective or like eomnittee
or with a trustee or with depositaries designated thereby and to exercise
any subscription rights and conversion privileges and generally to exer-
cise any of the powers of an owner with respect to stocks or other
securities or property comprising the txnist fund.
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(c) to cause the securities or other property comprising the trust fund
or any part thereof to te registered In Its name or In the name of Its
nominee with or without disclosure that the same are held In fiduciary
capacity or to take or keep the same unregistered and to retain them or
any part of them In such manner that they will pass by dellveiTr; provided,
however, that such securities shall always be shown on the books and
records of the trustee to be a part of the trvist fund, and that no such
registration or holding shall relieve the trustee of liability for the
safe custody arid a proper disposition of such property In accordance
with the terms of this Instrument;

(d) to deposit cash fvmds of the trust fund (other than the funds segre-
gated In termination accounts) as a general deposit without liability
for Interest thereon either separately or together with other trust
funds under the control of the trustee In Its own deposit department;

(e) to borrow such siims of money upon such terms for such periods of
time at such rates of Interest and upon giving such collateral as It may
deem proper;

(f) to employ agents, accountauits , attorneys, amd assistants deemed by
it to be necessary for the proper administration of the trust (including.
In the discretion of the trustee, counsel also consulted or employed by
the committee, or by any participating employer, or by the board of direc-
tors ) , and to rely and act upon information and advice furnished by such
agents, experts, and counsel in their respective fields;

(g) to determine and pay out of the trust fui^ all reasonable fees, ex-
penses, charges and taxes connected with the administration of the trust;

(h) to rely and act upon any written notice, certification, instruction,
or other document or writing believed by it to be genuine and to have
been filed and delivered by the proper person, without duty or obligation
of any kind to make any investigation or inquiry as to the statements con-
tained therein, and to accept the same as conclusive evidence of the truth
and accuracy of the statements therein contained; provided, however, that
in its sole discretion the trustee may require such further evidence as it
may deem reasonable, and

(1) to do any thing and to perform any act reasonably necessary to the
performance of any of its duties under the terms of this instrvunent.

Section 4,3 Instructions of Trustee . All instructions, directions, orders,
and requests from the committee to the trustee shall be in writing and shall
be signed by two persons thereto authorized by the committee. Prom time to
time, and whenever the trustee may so request, the trustee shall be furnished
with certificates executed by the chairman and the secretary of the committee,
designating the persons who are then authorized to sign such written instruc-
tions on behalf of the committee and containing specimens of the signatxire of
such persons. The trustee shall act, and shall be fully protected in acting
in reliance upon such certificates and instructions.

Section ^A Accounts of Trustee . The trustee shall keep accurate and detailed
records and accounts of all Investments, receipts, disbursements, and other
transactions pertaining to the administration of the trust. All such records
and accounts shall be open to inspection at all reasonable times by any person
designated by the committee. Within fifteen (1^) days after the close of each
month, the trustee shall file with the committee a written account setting
forth all investments, i*ecelpts, disbursements, and other transactions affected
by it during the month, and containing an exact description of all securities
ptirchased and sold, the cost or net proceeds of the sale, the securities and
investments held at the end of such month, the cost of each item thereof as
carried on the books of the trustee, and if requested by the committee, the
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value of each suoh Item on the last day of the month adjusted In accordance
with the provisions of Section 7.? of the plan. The said account shall be
available for inspection at all reasonable times by the committee, by any par-
ticipating employer, and by each of the participating employees. Upon expira-
tion of a period of ninety days after the filing of each such account, the
trustee shall be forever released and discharged from any liability or account-
ability to anyone as respects the propriety of its acts and transactions shown
in the account except in respect to such acts and transactions as to which the
committee, a participating employer, or a participating employee, within the
said ninety-day period, may file with the trustee a written statement setting
forth its exceptions or objections. Nothing contained in this section shall
prevent the trustee's taking such action as it may deem necessary or advisable
to procure a settlement and allowance of its accounts by any court having
Jurisdiction over the administration of this trust, and If such action be
taken by the trustee, all necessary and reasonable costs and expenses thereof
shall be chargeable to the trust fund as an expense of administration. The
trustee shall also furnish to the committee or to any participating employer
upon request such additional accoxmting Information available to it as may be
required for the preparation of the data required to be filed in support of
income tax deductions claimed by any participating employer on account of its
contributions to the plan.

Section **.5 Change of Trustee . The trustee may resign at any time by giving
to the board of directors a thirty days' written notice of his intention to
do so; the board of directors may remove the trustee at any time by giving to
the trustee a written notice of its intention to do so. In either case, the
board of directors shall appoint a successor trvistee. All power and authority
of the old trustee shall terminate as of the effective date of the resignation
or removal, at which time all such power and authority shall be vested in the
successor trustee without any further act or deed; provided, however, that if
a successor trustee will not have been appointed and qualified on said date,
the power and authority of the old trustee shall continue imtil the latter
appointment and qualification of a successor trustee, at which time said power
and authority shall be so vested in the successor trustee. As of the time of
the vesting of such power and authority in the successor trustee, the old
trustee shall assign, transfer and set over unto the successor trustee the
funds and properties then constituting the trust fund; provided, however, that
the old trustee may retain in reserve such siun of money, or may liquidate
assets and from the proceeds thereof reserve such sum, as it may deem to be
sufficient for the payment of its expenses in connection with the settleit«nt
of its accounts or otherwise, and after the payment of such expenses; it shall
pay the balance of such reserves then remaining to the successor trustee then
qualified and acting.

Within thirty days after a change of trustee has become effective, the old
trustee shall file with the committee an account of its administration of the
trust, for the period subsequent to its latest accounting, containing the
same information required to be contained in its monthly accounts. Upon the
expiration of a period of ninety days after the filing of such accoimt, the
old trustee shall be forever released and discharged from any liability or
accountability to anyone as respects the propriety of its acts and trans-
actions shown in the account except in respect to such acts and transactions
as to which the committee, a participating employer, or a participating em-
ployee, within the said ninety-day period, may file with the old trustee a
written statement setting forth its exceptions or objections.

No successor trustee shall be liable or responsible in any way for anything
done or omitted prior to the date as of which it becomes a trustee, nor shall
it be required to examine or to question in any way the administration of the
trust prior to said date. On written instructions of the committee the
successor trustee may prosecute and maintain any action against a predecessor
trustee specified in the Instructions.

Section 4^.6 Authority of Trustee . No person dealing with the trustee shall
be required to take cognizance of the provisions of this instrument or to In-
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quire regarding the authority of the trustee to do any aot which the trustee
may do pursuant to its terms, but every person shall be entitled conclusively
to presume that the trustee Is properly authorized to do any such act. No
person shall be liable to anyone whomsoever for any acts done hereunder pur-
suant to the written direction of the trustee. Any person dealing with the
trustee may conclusively presume that the trustee has full power and authority
to receive and receipt for any money or property becoming due and payable to
the trustee, and no such person shall be bound to Inquire as to the disposition
or application of any money or property paid to the trustee or paid In accord-
ance with the written directions of the trustee. A certificate of the secretary
of the committee certifying the name of the corporation which is then the
trustee hereunder, shall be conclusive evidence for all purposes that such
corporation Is the tznistee hereunder at the date of the certificate, or at the
date specified In the certificate.
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. ARTICLE V.
Amendment and Termination

Section ^.1 Amendipent . This Instrument niay be amended at any time by agree-
ment between the trustee and the board of directors; provided, however, that
no amendment may be made which would be Inconsistent with the provisions of
the plan, as In effect at the time of the amendment.

Section 3.2 Termination . If the plan be terminated, the trust shall continue
and the trust fund shall be dealt with In accordance with the provisions of
Section 11.2 of the plan, after which the trust shall terminate.

IN WITHESS WHEREOF, Blank Bank has caused Its name to be hereunto sub-
scribed by its _^^__^__^_^^__^__________ and Its corporate seal to be
hereto affixed and attested by Its .

BLANK BANK

By

Attest;

(Corporate Seal)
'

STATE OP ________________ )

CODMTY OP )

On this __^^^__ <iay of , 19 , before me a
Notary Public within and for said county, personally appeared

and
(

to me personally known, who, being by me first duly sworn, did depose
and say that they are the _____________„____
and__^ , respectively, of Blank
Bank, the corporation named In and which executed the foregoing Instru-
ment; that the seal affixed to said Instrument Is the corporate seal of
said corporation, and that said instrument was signed and sealed on
behalf of said corporation by authority of Its Board of Directors; and
they acknowledged said Instrvunent to be the free act and deed of said
corporation.

Notary Public, County,

State

My commission expires
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This association is a regional wholesaling and manufacturing cooperative serving
several hundred local grain marketing associations in the Midwest. The associa-
tion's business volume is in excess of $10 million annually. Major products
handled include feed, fertilizer, seeds, and chemicals. This regional coopera-
tive was organized over 30 years ago by managers of member locals in order to
provide their members with a reliable source of supplies. Managers of the
locals serve as directors of the regional.

The association employs over 100 persons. All employees are covered by group
insurance plans as well as a retirement plan. About 40 percent of the employees
are covered by one of several incentive plans in effect. Those not covered are
primarily union employees.

The incentive system now in effect was developed over 5 years ago by a business
consultant in conjunction with a reorganization of the cooperative. Prior to
the present incentive system the association had an employee bonus arrangement
(optional with board of directors each year) which was discontinued when the
new program went into effect. The board of directors felt that bonus payments
could not be justified, since they were not tied to any definite formula but
were often based at least partially on personal feelings.

The incentive system is a result of management's own initiative — not union
demands. The plan was already in effect before any employees were covered by

union contract. While employees under union contract are not covered by any of

the special group incentive plans, they are covered by all other eiq)loyee bene-
fits provided by the cooperative. These benefits include the retirement program
and group insurance.

All employees operate in accordance with provisions of the union agreement con-

cerning working hours, overtime pay, holidays, and vacations. ,

Morale of employees was reported and observed to be very good. Employee wages
and salaries are believed to compare favorably with the community average for

comparable work. In addition, many desirable nonfinancial incentives are

effectively used to attract and hold erq>loyee8.

Management uses every opportunity to sell cooperative practices to en^loyees.

Up until a few years ago, however, employees could not invest in the organiza-

tion. Now employees are given that opportunity. Several enqployees have

purchased e^qpansion or building notes issued by the cooperative. Management

feels that these investments tend to tie erq)loyees closer to the association

and provide an additional interest in the success of the cooperative.
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,
. Incentive Payment Plans'

The incentive system of this cooperative is about 5 years old. The attitude
and morale of participating employees, hired management, and the board of

directors is regarded as satisfactory. That the incentive program is con-

sidered successful is indicated by the following paragraph quoted from corre-
spondence with management.

"The plan has been In effect several years, and each year confirms our belief
that an Incentive program pays dividends to the cooperative, I doubt that we
would make many changes In the plan were It to be done again. We feel that
we now have more employee Interest and enthusiasm than before. They are all
aware that as each contributes more toward company success, and the eoii9>any

prospers, each will benefit according to his effort."

Records of the cooperative indicate an increase in both volume and savings
each year since the plan has been in effect. While one cannot attribute the
growth and success of the association to the employee incentive plan, it is
felt that the incentive plan is at least a contributing factor. Management
reports that there is concrete evidence to support this statement. Each
individual employee is apparently shouldering more duties and assuming greater
responsibilities on the theory that he or she is contributing to the success
of an undertaking wherein they will be rewarded. The plan keeps employees
alert, particularly key employees.

As indicated earlier, the board of directors is made up of managers of member
locals. It is possible that the experience of these men as managers gives
them a more complete understanding of the importance of eii^loyee incentives
than board members without such experience.

There is some thinking among board members, however, that if incentive payments
are permitted to become too high the entire incentive system may be upset.

A general evaluation of the plan now in effect reveals two features which could

possibly call for adjustment in the future. In the first place, incentive pay-

ments are tied to gross margins instead of net oiargins. In other words, ex-

penses are not considered In figuring Incentive payments. Mercenary eiiq>loyee8

V NOTE: The manager of this association wrote us in May I962, after this report was
ready for publication, as follows:

"Since you received the information pertaining to our incentive programs there have
been some revisions made. One is that incentive payments to both management and
sales people are now based on the basis of net earnings rather than on gross. The
schedules have also been worked out to a slightly different degree.... The plans
were still working out very satisfactorily for us, although we felt for the future
and for protection of the organization that it would be better to change it..."

This report has not been revised in line with these latest revisions.
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could conceivably go overboard increasing sales and gross margins to increase
Incentive pay. Such increases in sales and gross margins could result in no
real benefit to the cooperative. Loose credit policies resulting in losses
from accounts receivable that are not paid and uncontrolled expenses could in-
crease gross margins but decrease net margins. (See footnote 1 at bottom of
page 86.)

Secondly, the plan does not provide for any ceiling on incentive payments.
This could lead to what might be regarded as unduly large incentive payments
as the association grows and gross margins (total sales less cost of materials)
increase. ^

The plan itself is not easy to administer. The association serves several
States. Business conditions over such a wide area are bound to be spotty.
Excess moisture on the one hand and drought on the other are factors influ-
encing business volume over which employees have no control. Thus business
can be good in one area and poor in another. Many other outside conditions
make business volume and gross margins uncertain.

A rather conmon problem encountered is that of equity between employees in the
same department and the same market area. Employees want pay for effort. Some
complain that conditions beyond their control exert too great an influence in
determining their incentive pay. However, this has been a minor problem in
this association to date.

In fact, the cooperative reports that no major problems have arisen to date,

and there have been few complaints from employees. Both management and em-

ployees as a whole are well pleased and enthusiastic with the plans they now
have. Those in control have used judgment in administering the plan, at times

waiving some rules when complaints were justified.

As stated earlier, the employee incentive system of this cooperative does not

cover all en^loyees. Actually, the system is made up of several different

plans, each covering only one specific group of employees. Union enq)loyees,

as indicated earlier, are not covered. Four of the plans are described in

detail on the following pages. The plans cover (1) management, (2) office

personnel, (3) service representatives or salesmen, and (4) print shop person-

nel .

Ineentive Plan for >lanagement Personnel

This plan specifically provides for incentive payments to the following persons:

General manager, distribution manager, controller, director of research and

education, research manager, educational director, advertising manager, service

manager, purchasing agent, and production manager.
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This incentive plan for management personnel is devised to give them the oppor-
tunity to increase their earnings by performing their duties effectively and
discharging their particular responsibilities so as to contribute, through
their individual efforts and through cooperating with each other, to the
highest possible achievement of the cooperative's objectives.

Each of the management personnel covered by the plan has specific areas of
con5>any activities for which he is responsible and towards the effectiveness
of which he contributes in direct relation to the management effort, ingenuity
and forcefulness he puts forth. The incentive payments to each are based on
the results produced in the area of activity most closely associated with
management personnel.

Incentive payments to management personnel are based on quarterly gross margin
of savings (total sales less cost of materials) . Each of the management per-
sonnel covered receive their incentive payments in the last week of the month
following the end of each quarterly period. They are given a monthly statement
the last week of each month showing incentive earnings acciMed to them for the
current quarter to the end of the preceding month.

The incentive payment to management personnel is based on the following compu-
tation:

Whenever the quarterly gross margin of savings exceeds $132,000, the exoess Is
multiplied t>y a pre-determined percentage for each of the employees covered,
and the result constitutes the Incentive payment made to the employee for the
quarter.

The following example shows the percentage of incentive base that applies to

each covered employee. The tabulation demonstrates the manner of computing
quarterly incentive earnings.

Standard
quarterly Percent

Management personnel Quarterly gross Exoess of Quarterly
by title gross margin of Incentive Incentive

margin savings base earnings

Dollars Dollars Dollars Percent Dollars

Qeneral manager 250,000 152,000 78,000 1.37
1.06

1, 31^2.60
Distribution manager 225,000 151.700 93,300 988.98
Controller 250,000 152,000 98,000 .77 75**. 60
Director of research

and education 250,000 152,000 98,000 .69 676,20
Research manager 250,000 152,000 98,000

'M
539.00

Educational director 250,000 152,000 98,000 tf80.20

Advertising manager 250,000 152,000 98,000 .53 519.»*0
Service manager 250,000 152,000 98,000 .77 75'*.60
Purchasing agent 250,000 152,000 98,000 .53 519.'+0
Production manager 250,000 152,000 98,000 .?5 539.00
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The quarterly gross margin o£ $250,000 used in the preceding example is an
assumed figure for puinposes of illustration.

In figuring the incentive payment for the distribution manager, the gross
margin of savings is reduced by sales costs (salesmen's earnings, including
incentive payments, car and travel expense of salesmen, sales meeting expense,

and salesmen supplies) before applying the incentive percentage base of 1.06
percent

.

Incentive Plan for Office Personnel

The stated purpose of this plan is to provide office personnel with the oppor-
tunity to increase their earnings by performing their assigned duties accu-
rately and with dispatch, coordinating their efforts, cooperating fully with
each other in the jobs to be done, and preparing a coiq>lete and accurate bal-
ance sheet and statement of margins and savings on the dates prescribed by
management

.

From the monthly gross margins (total sales, less cost of materials) a salary
and bonus pool is set up. The amount depends on the monthly gross savings and

is computed by using the percentage figures shown in table 1.

The employees bonus is placed in a pool, for the reason that the performance

necessary to attain the objectives of management depends upon the cooperation

employees give and receive from each other. And, for the further reason that

the controller may reassign any duty at any time to the 15 to 20 employees

participating in this plan.

The monthly salary and bonus pool for office personnel is computed in the
manner set forth in the following example:

Monthly gross savings (for illustrative purposes) $8*^,000,00

Salary and bonus pool at schedule rate (8'J-,000 falls
between 83,500 and 8*f,250) of »f.518 percent 3,795.12 '

Less: Regular salary (actual earning) ' 3.'^l'+.7'*

Earned bonus pool to be divided between office personnel 38O.38

The bonus of each individual office employee is computed in the following

manner: Divide the amount of the earned bonus pool by the total regular sal-
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Table 1. - Schedule for computing the bonuses of
offloe personnel

1 /

Regular
Monthly Total wages Percentage
gross regular

wage&i/
Incentive plus of gross

savings Incentive savings

Dollars Dollars Dollars Dollars Percent

100,000 3,414.74 5*^6.35 3,961.09 3.961
99,250

n
537.82 3.952.56 3.982

98,500
II

529.28 3,9*^.02 4.004
97,750

•t

520.74 3,935.^*8 4.026
97,000 n 512.21 3,926.95 4.048
96,250

n
503.67 3.918.41 4.071

95,500
n

495.13 3,909.87 4.094
94,750

n 486.60 3,901.34 4.117
94,000 ti 478.06

469.52
3,892.80 4.141

93,250
n 3,884.26 4.165

92,500 n 460.98 3,875.73
3,867,19
3,858.65

4.189
4.21491.750

n 452.45
91 ,000 n 443.91 4.240
90,250 n

'*35.37 3.850.11 4.266
89,500 n 426 „84 3,841.58 4.292
88,750

H 418.30 3,833.04 4.318
88,000 n 409.76 3,824.50 4.346
87,250
86,500

n 401,23 3,815.97 4.373
n

392.69 5,807.43
3,798.89

4.401
85,750

n 384.15 4.430
85,000 ti

375.62
367.08
358.55

3,790,36 4.459
84,250 n

3.781.82 4.488
83,500 n

3.773.29
3.76'+.75

4.518
82,750

n 350.01 4.549
82,000 II 341.47 3,756.21 4.580
81,250 n

332.93 3.7^.67 4.612
80,500 ti 324.40 3,739.1'* 4.644
79,750

n 315.86 3.730.60 4.677
79,000 II 307,32

296.78
3.722.06 4.711

78,250 n
3.713.5'* 4.745

77,500
76,750

n 290.25 3,704.99
3,696.46

4.780
4.816n 281.72

76,000 II 273.18
264.64

3.687.92 4.852
75,250

n
3,679.38 4.889

7"+,500 n 256.10
247.56

3,670.84
3,662.30

4.927
73,750

n 4.965
73,000 n

239.03 3,653.77 5.005
72,250

n 230.49 3,645.23 5.045
71.500

n 221.95 3,636.69 5.086
70,750

n 213.42 3.628.16 5.128
70,000
69,250

n 204.88 3.619.62 5.170
n 196.34 3.611.08 5.214

68,500 n 187.81 3.602.55 5.259
67,750

n
179.27 3.594.01 5.304

67,000 n
170.73 3.585.n 5.351

1/ Changes as eisployees are Increased or decreased.

aries paid all office personnel for the month. This gives a percentage of

bonus earned to salaries paid. Multiply the resulting percentage by the

individual earnings of each employee. For example:
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Total amount of earned bonus pool to be dlTided $?80.38
between office personnel

Total regular monthly salaries paid all office
employees. Including overtime $3,'+1^.7'^

$580.38 divided by $3,iHit. 74 equals 11.14 percent . / . , ,

If an employee* 8 regular monthly salary. Including
overtime. Is $338, for example, compute his bonus
by multiplying $338 by 11.14 percent , Amount of
bonus for month $37»65

All office employees are engaged in maintaining current records with the aim
of facilitating and e:q>editing the preparation of a monthly balance sheet and
statement of operations. The more current these financial statements are, the
better management's control over operations can become. Therefore, in order
to achieve current reporting, a penalty clause is imposed on the office per-
sonnel if an accurate and complete balance sheet and statement of margins and
savings is not prepared on the date prescribed by management. The standard
due date established is the 12th of the next month following the closing of
the books. Every day the preparation of an accurate and complete balance
sheet and statement of operations is delayed, the earned bonus pool for office
personnel is reduced by 10 percent. For example:

Bonus pool to be divided $380.38

Balance sheet and statement of operations
completed one day late. (10 percent penalty) 38.04

Balance of pool to be divided _ 342.34

$342,34 divided by $3,414.74 equals 10.02 percent

This procedure is continued until the penalties exhaust the bonus pool . The
decision as to whether the balance sheet and statement of operations is accu-
rate and conq>lete rests with the general manager.

Earned bonuses are paid monthly and are included in the next pay check after
the 15th of the month following the month for which it is paid. Office per-
sonnel are paid their regular base salaries and overtime biweekly.

Incentive Plan %r Servioe Representatives

The stated purpose of this plan is to give service representatives an opportu-
nity to increase their earnings by performing their assigned duties effectively,
organizing and coordinating their service efforts with the service objectives
of the association, and thus successfully carrying out the service programs of
the cooperative in their assigned districts. Each service representative is

assigned one district.
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The incentive plan for service representatives is based upon a point system.
Point values are established for each commodity unit sold. Table 2 sets these
point values. Each service representative is assigned a monthly point quota,
which is the minimum number of points he must earn in a month to qualify for a
bonus payment for that month.

Table 2. . Bonus point values established
for serTlce representatlTes

Commodity Bonus
points

Unit

Carlot ingredients 10 Ton
L.C.L. ingredients 38 Ton
Mixed feeds 172 Ton
Felco mineral 210 Ton
Feloo 30 108 Ton
Peat litter 3.5 Bale
Fertilizer 10 Ton
Twine 2 Bale
Quadrex 2U Case
3 plus 3 Ik Bag
Vitamins 22 Case

, Fence m Ton
Coal 2 Ton
2 f-D 4 Gallon
Seed 200 Ton
Oyster shells 2U6 Car
Salt 1^5 Car
Brick and tile 0,5 Dollar
Scoops 0.5 Dollar
Creosoted posts O.** Dollar
Ladders OA Dollar
Milk 0.8 Dollar
Poultry supplies 1.6 Dollar
Farm gates 1.3 Dollar
Wood feeders 1.5 Dollar
Poultry remedies 1 Dollar
Stock tanks 1.2 Dollar
Grain bins 2 Dollar
Disinfectant 2 Dollar
Chore-time self feeder* 2 Dollar
Batteries 2 Dollar
Inoculation C.I Dollar

The territory of the cooperative is divided into eight districts. Bonus point
quotas are assigned the service representatives in each district. These bonus
point quotas vary by districts and are related to the cooperative's sales and
previous operating experience in each district. Table 3 shows the bonus point
quotas established for each district.

At the end of each month the total bonus points earned by each service repre-
sentative are computed by totaling the point values of all commodity units
shipped by the cooperative into each district during the month. From this

total Is deducted the bonus point quota (table 3) that each service represent-
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Table 3. - Monthly bonus point
quotas, by districts, for
servioe representatives

District Monthly bonus
point quota

One 56.1*57
Two 5'*.895
Three 1^5,1^7
Pour 5'*.723
Five 5'+.300
Six 52.385
Seven tf8,060

Eight U4,060

ative must meet to qualify for an incentive payment. The bonus points in
excess of the monthly point quota of each service representative establish
his base for incentive payment.

To compute a service representative's incentive payment, his bonus points must
first be converted to a dollar value. This is done by dividing his total bonus
points by 10, since the plan provides that each 10 bonus points shall have a
value of $1.

The bonus earnings are then determined by adding the total dollar value of the
bonus points accumulated on all comioodities sold during the month and applying
the applicable percentage. There are only two percentages used. If the dollar
value of a service representative's bonus points is less than $8,400, the per-
centage applied is 4.7. And if the total dollar value is more than $8,400 the
percentage applied is 3.0.

The following example illustrates the method of computing the bonus earnings
of a service representative. The example is for the service representative of
district five.

Monthly
bonus
}oint

earned

80, 29**

Bonus
points
above
quota

25,99^

Dollar
value of

bonus points
above quota

$2,599.'*0

Incentive
percentage

^.7

Bonus
earnings

$122.»*0

The first 3 months of employment with the cooperative are designated as the
training period for each service representative. During the training period the

representative is eligible to participate in the incentive plan, but is not re-

quired to meet any point quota although a quota is alloted to him as a trainee.
Should his quota be exceeded, he participates in the bonus, however.

After the initial 3 months acclimation period, when a representative earns less

points in a month than his assigned monthly point quota, the difference between
points earned in the month and his assigned monthly quota are charged against
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his future bonus earnings. Thereafter, in any month for which he earns bonus
points, any points remaining charged against him are deducted from such earned
bonus points before he is paid a bonus. For example:

Month No. I
monthly

point quota

5**,300

Points
earned

50,000

Points charged
against representative

»*.300

Month No. 2

monthly ~ Points
point quota earned

5^,300 S^^.OOO

Aooumulated
points oharged

against representatlve

1,600

Month No. 2
monthly

point quota

5'*.300

Points
Points Bonus charged from Remainder of
earned points previous months t>onus poln'ts'

76,000 21,700 »*,600 17,100

In this example, the bonus payment would be computed as follows:

BonusRemainder of
bonus poln^

17,100 $1,710

Incentive
percentage

'^.7

earnings

$80,37

All service representatives are paid a base salary of $425 per month, during the

first 3 months and $445 after that time, payable biweekly. The base salary is

paid regardless of points earned.

The cooperative furnishes each service representative with a biweekly statement
showing the status of his bonus earnings for the period. This statement shows
bonus points and bonus earned for the period to date, or any bonus points
charged against him. Bonuses earned are paid in the period following the end
of each 4-week period.

Incentive Plan for Print Shop Personnel

The stated purpose of this plan is to provide print shop personnel with an oppor-
tunity to increase their earnings by performing their assigned duties effectively
and with dispatch, and to handle the volume of printing and other services of
their department with the lowest expense consistent with good quality.

From the monthly gross margins (total sales, less cost of materials) of the co-
operative a salary and bonus pool is set up. The amount depends on the monthly
gross savings and is computed by using the percentage figures shown in table 4.
This plan is similar in principle to the one in effect for office personnel of
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Table if. > Sohedule used In oomputlxsg bonuses of
print shop personnel

Monthly Base wage
gross Base Incentive plus Percentage
margin wage incentive of gross

Dollars Dollars Dollars Dollars Percent

100,000 1,1^5.78 186.52 1,352.30
1.349.39

1.352
99.250 183.61 1.359
98,500

n 180.69 1.346.47
1.343.56

1.366
97.750

n
177.78
17^^.86

1.374
i.38297,000

96.250

n 1.340.64
It

171.95
169.03

1.337.73
I.334.S1

1.389
95.500
9^.750

II

1.397
n

, 166.12 1.331.90 1.405
9*^,000

n 163.20 1.328.98 1.413
93.250

n 160.29 1.326.07
1.323.16

1.422
92,500

B
157.38 1.430

91.750
11 15^M 1,320.24 1.439

91.000 II

151.55 1.317.33 1.447
1.45690.250

n
' l«f8.63 1,314.41

89,500 n ~ 1*^5.72
U2.80

1,311.50 1.465
88.750 n 1.308.58 1.474

1.48388,000 It 139.89 1,305.67
87,250
86,500

n
136.97
13^+. 06

1,302.75
1,299.

W

1.493
It 1.502

85.750
n 131.15 1,296.93 1.512

85,000
8^,250

It 128.23 1,29'*. 01 1.522
II

125.32 1,291.10 1.532
83,500

It 122.40 1,288.18 1.5'+2

82,750
It

119.^*9 1,285.27 1.553
82,000 n 116.57

113.66
1.282.35 1.563

81,250 X 1.279.**^ 1.57**

1.58580,500 11 110.74
107.83

1.276.52
79.750

It 1.273.61
1.60679,000

n 104.92 1,270.70
78.250 II 102.00 1.267.78

1,264.87
1.620

77,500
n

99.09 1.632
76.750

n 96.17
93.26

1.261.95 1.644
76,000 n

1,259.04 1.656
75.250
7^,500

n 90.54 1,256.12 1.669
n 87.43 1,253,21 1.682

73.750
n 84.51 1,250.29 1.695

73,000
II 81.60 1.247,38 1.708

72.250
II 78.69 1,244.47 1.722

71.500
II

75.77
72.86
69.9'*

1,241.55 1.736
70.750

II 1,238.64 1.750
70,000
69.250

n
1,235.72
1.232.81

1.765
11 67.03 1.780

68,500 II 64.11 1,229.89 1.795
1.51167.750

II 61.20 1.226.98
67,000 It 58.28 1,224.06 1.826

this association. The base wage, however, and the incentive are different.
About half a dozen employees are covered by the plan.

The earnings are placed in a pool for the reason that the objectives set by
management for the print shop activities are achieved by the cooperative effort
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of its personnel, and their contributions to the cooperative's objectives
consist of the services they render as a unit.

In computing the bonus pool to be divided, the total monthly salaries (including

overtime) incurred by the print shop personnel are deducted from the salary and

bonus pool at the schedule rate, and the balance is divided among the personnel
then employed on the basis of their actual earnings for the month.

The monthly salary and bonus pool is computed as in the following example;

Monthly gross savings $84,000

Salary and bonus pool at l.^'IS percent (schedule rate -

$84,000 falls between $83,500 and $84,250) 1,295.28

Less: Regular salaries. Including overtime 1,165.78

Earned bonus pool to be divided 129.50

The bonus of the individual employee is computed in the following manner:
Divide the amount of the earned bonus pool by the total regular salaries paid
for the month, thereby obtaining a percentage of bonus earned to salaries paid.
Multiply the resulting percentage by the individual earnings of each employee.
For example:

Amount of earned bonus pool $129.50

Total regular salaries. Including overtime 1,165,78

$129,50 divided by $1,165,78 equals 11.11 percent

If an employee's regular monthly earning was $433.30,
compute his bonus by multiplying $433,30 by 11.11
percent — amount of bonus for month $48.13

Earned bonuses are paid monthly. The payments are included in the next pay
check after the 13th of the month following the month for which they are paid.
All print shop personnel receive their regular base salaries and overtime
every second Thursday.

Retirement Plan

All employees of Cooperative III and employees of its local member cooperatives
are covered by a retirement plan. This is the same type plan used by many
other regional and local associations in the Midwest.

The purpose of the plan is to provide regular monthly income after retirement
for employees. All benefits accruing under the plan are in addition to social
security benefits and do not affect their payment in any way.

''t
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The amount of retirement income for each enqployee depends upon his years of
service and earnings. The following outline explains the provisions of the
plan and benefits provided.

Eligibility m the Plan

The plan covers not only eiq;>loyees of Cooperative III, a regional federation,
but also all associated organizations and member companies of Cooperative III.

Any employee of a member cooperative Is eligible to participate In the plan
who has (1) completed at least 2 years service with his employer, (2) attained
23 years (If a male) or 27 years (If a female), and (3) has not attained
normal retirement age.

Hew employees of participating cooperatives must join the plan on the first
May 1 following the completion of 2 years' employment.

Those persons employed at the time their cooperative Joins the plan may elect
to Join or not to Join. If they decide not to Join, they may Join later on
any anniversary date of the plan. However, eiq>loyee8 who defer Joining after
having had the opportunity to Join do not get credit for past service.

Employees who Join the plan smd then change Jobs may continue under the plan
If their new en^loyer Is a participating organization under this retirement
plan, provided:

(1) Their transfer from their old Job to their new one occurs within
60 days.

(2) Their contributions are continued, and

(3) They have not received pension termination benefits from their
previous employment.

i , -
,''

'

,

.

Cost of the Plan

The contribution made by each employee each month Is 2 percent of his monthly
wage up to $300 a month, plus 3 percent of any wage over $300 a month.

Examples: '-.'
'

.
'

.

" -

If the monthly wage is $290, the monthly contribution is 2 percent
of that, or $5.80.

If the monthly wage is $4-30, the contribution is 2 percent of $300, _

or $6, plus 3 percent of all over $300 (in this case 3 percent of
$130) or $3.90. Thus, the total monthly contribution is $9.90.

When an employee's monthly wage Increases, his monthly contribution to the
plan also increases. However, the Increased contribution based on the new
wage does not begin until the next anniversary of the plan, the following
May 1.

The monthly contributions of employees are withheld from their pay checks
each month by their enqployers. To this Is added an additional amount con-
tributed by the CBiployers. The amount contributed by the employers depends
upon many factors. The following Illustration will give some Idea of how
much the eiq>lo7er's contributions amount to, though specific cases would
vary:
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Example:

Assume an employee starts under the plan at 4-0 years of age and
continues until he is 65, when he retires. To simplify the
example, assume he is paid $300 a month during his entire employ-
ment. His monthly contribution would be $6. In 25 years he
would contribute $1,800. At 65 he would retire at $75 a month.
If he lived 10 years after retirement, he would draw a total of

$9,000 In benefits. In other words he would get back $4 for
every $1 he contributed. A part of this is his contribution, a

part is interest on his contribution, but a very large part Is

money his employer contributed for him, plus Interest from the
trust in which the contributions are funded.

Employees get credit toward retirement benefits for any time they were em-
ployed by the cooperative before joining the plan, provided they did not
defer Joining when they had opportunity to Join. This time Is called past
service. An employee may determine his past service credit by subtracting
2 years from the total time worked for the organization before Joining the
plan. However, Ik years is the naxlmua past service allowed under the plan.

Employees do not make any contributions for past service credits.

Examples

:

A person employed 9 years prior to Joining the plan would have 7
years past service credit.

A person employed for I7 years before Joining would be entitled
to 14 years past service credit. Sixteen or more years entitles
employees to a maximum of 14 years past service credit.

— - Retirement Date

Normal retirement age under the plan Is 65. However, employees who Joined
the plan when they were 56 years old or older become eligible for noz>mal
retirement at 70 or after they have participated in the plan 10 years —
whichever occurs first.

Employees reaching age 65 who are eligible to retire may postpone retirement
with approval of their board of directors. However, monthly retirement pay-
ments do not begin until actual retirement.

Though normally employees are expected to retire at 63, they may retire
earlier, provided, (1) they have the written approval of their board of
directors and the retirement committee, (2) they have at least 13 years
service including credited years of past service, and (3) they are at least

50 years old.

Retirement Benefits

Eventual monthly retirement income of each employee depends upon length of
service and salary. Two examples and the method used in calculating are shown
in the following; tabulation, hlna (k) represents monthly retirement benefits
payable at age 03 for Employee A and Employee B.
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Service Benefits ;

(a) Average monthly wage

(b) 1% of the first $300 of line (a)

(c) 1-1/2^ of all over $300 of line (a)

(d) Total of lines (b) and (e)

(e) Age at time of participation

(f) Number of years' service until age 65

(g) Multiply line (d) by line (f

)

Past Service Benefits ;

(h) Years of service prior to entrance in
the plan, minus 2

(1) 1^ of line (a)

(J) Multiply line (h) by line (1)

(k) Add lines (g) and (J)

Other Retirement Alternatives

An employee who leaves his Job before normal retirement age may elect to leave
his retirement contributions in trust toward his eventual retirement or may
take them in cash. If he wishes to leave them with the cooperative, within
30 days after leaving his Job, he must notify the retirement committee in
%mtlng of his wishes. Then, when he reaches normal retirement age, his con-
tributions, plus 2 percent interest, compounded annually, will constitute his
retirement reserve, and on that basis he will receive monthly retirement pay-
ments .

If at the time an employee terminates employment he has rendered 10 full
years' service, his reserve will also include 50 percent of his employer's
contribution. For years of employment beyond 10, his reserve will include
the following percentages of his employer's contributions:

Employee A Employee B

$290.00 $430.00

2.90 3.00

0.00 1.95

2.90 '+.95

U 3«^

19 31

55.10 153.^*5

Employee A Employee B

5

2.90 0.00

l'f.50 0.00

69.60 153.'*5

Years of seznrice Employers' contribution

% Percent

11 55
12 60
13 65
If, 70
15
16 11

a
85
90

19 95
20 100

If an employee who resigns before retirement age wishes to take his retirement
contributions in cash, he may do so. He will receive all his contributions
pl\i8 2 percent interest, compounded annually.
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Enqployees are not allowed to borrow against their retirement contributions
while still enqployed, and they nay not withdraw contributions from the fund
unless they terminate employment. The fund Is Intended solely to provide
Income for employees after retirement.

Beneficiary and Joint Annuity

When an employee dies before retirement, his contributions, plus 2 percent
Interest, compounded annually, go to his beneficiary In one sum within 60
days. In cases of death of employees before retirement, none of the employer's
contributions go to beneficiaries.

Whether an eo^loyee's wife (husband) continues to get monthly benefits when an
ee^loyee dies after retiring depends upon the annuity option selected by the
employee. There are two options available, which are:

Option A: A life monthly annuity to the employee during his life only. Under
this option. In the event of the employee's death all further benefits cease,
except that his beneficiary receives In a lump sum any of his contributions
remaining In the fund.

Option B: A Joint and sturvlvor monthly annuity. This Is paid to the employee
upon retirement and during his lifetime. At his death. If his Joint survivor
Is still living, she continues to draw monthly retirement Income until death.
This option oust be elected 5 years prior to retirement, or upon approval of
the retirement committee If later than that.

Under Option A monthly benefits In most cases are higher than under Option B.
However, under Option B the ecqployee assures his wife a continued monthly
Income after his death. This is not assured xmder Option A.

Future of the Plan

This plan can be terminated by the employer. However, all employee oontrlbu>
tlons, plus Z percent Interest, compounded annually, would be returned to each
employee In a lump sum. Also, In the event of termination of the plan, em-
ployees would receive 100 percent of employer contributions made to the retire-
ment fund.

Group Life Insurance

Group ll£e Insurance is provided for all employees o£ Cooperative III. A brief
description of the plan follows:

Eligibility—All regularly employed employees—no age limit.

Amount of Insurance—The minimum amount of Insiirance to any engployee Is $3,000
and the maximum amount to any employee, $1^,000. The amount of Insurance
available to each employee Is graduated upward as the salary of the eo^loyee
(commission excluded) Increases. For exas^le;

Annual salary Amount of Insurance

Up to $2,2$0 $3,000
$2,251.00 to $2,750 4,000
2,751.00 to 3.250 5.000
3,251.00 to 3.750 6,000
3.751.00 to «f,250 7,000

8,000«*,251.00 to 4,750
if,751.00 to 5,250 10,000
5.251.00 to 5,750 12,000

Over $5,750 15.000
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fiates—The rate for group life insurance Is 96 cents per $1,000 a month. The
cooperative pays two«thlrds of the monthly preml\m of 96 cents. The employee
pays one third. These premiums are payable monthly.

Conversion Privilege—In case of teralnatlon of employment of any employee
enrolled in the group life Insurance, the insurance coBg;>any will, without
evidence of insurability and upon written application, issue a policy of life
insurance in any one of the foirms customarily Issued by the company (except
term) in any amount not greater than the amo\mt of the employee's insurance
protection under the certificate at the time of termination of employment.

New Employees—Mandatory that all new employees enroll in the plan. They are
eligible to do so after 60 days of employment.

Group Hospital and Surgical Insurance Plan

The family hospital and surgical plan available for employees of Cooperative
III provides the following benefits for employees and dependents. (Dependents
Include only the insured's wife or husband and unmarried children, ages 14

days to 18 years, inclusive, who are supported by the Insured.)

Hospital Room and
Nursing Service

$i(^, $6, $8, or $10 a day room benefit not to
exceed JO days for any one accident, sickness,
or operation resulting therefrom.

Other Hospital
Benefits

Nurse's Fees
Outside Hospital

Maternity Benefits

TonsllleotoiS7
Benefits

Medical Expense Benefit
While Confined in a
Hospital

In addition to the dally hospital room benefit,
the insurance company will pay for extra expenses
incurred during any one disability for operating
room; anesthetic; laboratory; serums; medicines,
including penicillin and oxygen; dressings; x-ray;
blood transfusions; ambulance; and all hospital
expenses other than room and board or nurse's and
physician's fees up to 20 times the "daily room
rate." (Maternity and tonsillectomy excepted.)

If upon authorization of any regularly licensed
physician or surgeon, the services of a registered
nurse are enqployed the company will pay the expense
of such nursing service at a rate not to exceed
that provided for the "daily room rate."

Hospital benefits shall be provided in the amount
of 10 times the "dally room rate," which shall
constitute full payment for all hospital benefits
for any one pregnancy (after insurance has been
in force for 9 months).

Hospital benefits shall be provided In the amount
of 10 times the "dally room rate," which shall
constitute full payment for all hospital benefits
for any one tonsillectomy.

The company will pay $? for each professional call
at the hospital by a licensed physician or surgeon,
but not to exceed one call per day for more than
70 days for any one accident or sickness. Payment
will not be made for calls as a result of pregnancy,
or for pre-operative or post-operative care for any
operation for which surgical benefit is payable.
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Payments tfhen Not Where hospitalization Is not desired, convenient or
Confined to Hospital cannot be obtained, paysent will be made for tonsll-

leetOBles, x-rays for accident, noraal childbirth,
minor surgery, fractures, dislocations, and so on,
and nursing.

Fays Any Hospital Gives employees choice of hospital and surgeon any-
where in the world.

Contimwnce of By arranging for direct premium payments to company.
Insurance ei^loyees may continue their insurance on an indi-

vidual payment basis should they leave eiqtloyment of
the association.

Cost of Insurance plan - monthly premium

Dally Room Benefit

Insured

Employee only

Employee and wife or husband

Employee, wife or husband,
and children

Eo^loyee and children

The montUy premium for each employee is paid by the cooperative at the "Em-
ployee only" rate. All employees wishing to Insure their immediate families
may do so by paying the difference between the family rate and the individual
rate.

Set amounts are paid by the Insurance coB^any for surgical operations, depending
upon the operation. The amount paid ranges from $3 to $200. A schedule of
operations and the amovuit to be paid is provided for each employee covered.

$«*.oo 46.00 $8.00 $10.00

$1.50 $1.80 $2.10 $ 2.t»0

4.15 »».95 5.75 6.55

5.80 6.90 8.00 9.10

3.10 3.70 »*.30 U.90

Other Employee Benefits

An annual vacation with pay Is granted all employees. They are scheduled each
year at such time as management finds suitable, considering both the wishes of
the eiq>loyee and the requirements of plant operations. Vacations are provided
In accordance with the following schedule:

After oospletlon of 1 year of continuous service with the cooperative, each
employee is granted a vacation of 1 week;

After 2 years continuous service, 2 weeks;

After 10 years service, 3 weeks; and

After 20 years service, f weeks.

Enq)loyee8 are granted seven holidays each year: (1) New Year's Day, (2) Veter-
an's Day, (3) Memorial Day, (4) Independence Day, (5) Labor Day, (6) Thanksgiving
Day, and (7) Christmas Day.
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Supplementing the various financial incentives provided the employees of this

cooperative are several types of nonfinancial incentives. These include:

1. Policy of promotion from within whenever possible.

2. Educational opportunities at the cooperative.

3. Individual employee Job evaluations.

f . Social and recreational activities sponsored by the cooperative Including
several regxilarly scheduled annual parties » picnics, and outings for all
employees and their families.
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This is a centralized marketing cooperative located in the Midwest. From a
small beginning with one plant some 30 years ago, the association has expanded
to its present size. The producer members now own processing and marketing
facilities at 10 separate locations in 2 States. Annual sales have reached
the $25 million level.

The cooperative employs approximately 600 persons. About half of these are in
manufacturing jobs in processing plants, and approximately a third are engaged
in sales and distribution work.

All employees except office personnel and foremen belong to a labor union. No
distinction is made between union employees and others as far as employee incen-
tives are concerned. All groups are covered by a savings-sharing plan and by
group insurance.

The association is a member of the National Council of Profit Sharing Industries,
and selected employees attend the convention of this organization each year.

Salaries and wages of all employees are believed by management to be at least

equal to the community average for comparable work, and in the smaller conmu-
nities are probably higher. This factor is important if an employee incentive
plan is to be effective.

Eiii|)lo\ees Sa\ iii<j8-Sharin<: l*laii

The savings- sharing plan of this cooperative, which is described in detail on
the following pages, is now about 6 years old. It is a deferred-payment type
profit-sharing plan which provides both savings and retirement benefits for
employees.

The plan was initiated by management. Some of the employees who had been with
the cooperative since it was organized were getting near normal retirement age
and the association felt the need for a retirement program.

Enqployee enthusiasm for the savings-sharing plan is high. Since the plan has
been in effect the question of a pension plan for union employees came up.

Union employees voted against the union pension plan and indicated a preference
for the savings-sharing plan already in operation.
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The attitude of the board of directors toward the savings-sharing plan is also
favorable. Before it was put into effect, the plan was voted on and approved
by the membership of the cooperative. The board reviews the plan each year.

The savings-sharing plan as originally adopted provided for a voluntary maxi-
mum employee contribution of 5 percent of salary or wages. This was changed
in recent years, at the request of employees, to permit them to contribute as
much as 10 percent. The average investment of all employees is around 5 per-
cent, with nearly 100 percent participation.

Employees work willingly with management at cutting costs and increasing
efficiency. They are conscious of the effects of increased savings to them.
Management -employee relationships are excellent. The close relationship which
now exists is believed to be at least in part attributable to the savings-
sharing plan.

Although management of this cooperative is sold on the value of the savings-
sharing plan, they are also aware that it is not wise to adopt a plan and

forget it. For one thing, the association is continually trying to improve
communications with employees. They have recently revived an employee paper
which had been discontinued a few years earlier. This paper is issued regu-
larly by the cooperative. It carries all types of information for and about
employees, including current reports on all phases of the employee incentive
program.

Seven or eight advisory committees have been set up in connection with the
savings-sharing plan. Employees are represented on these committees. Most of
the committees meet at least twice each year--some more frequently. Meetings
of the advisory groups are held each year after the annual reports of the coop-
erative come out. Employees serving on the committees are equipped with all

the latest information and are able to answer questions of fellow employees.
Their participation helps to generate interest of other employees.

Annual statements of the cooperative and the savings-sharing plan are also
mailed to homes of each employee. In this way the interest of employees'
wives is enlisted. As a result, the whole family takes a greater interest in
the savings-sharing plan and the cooperative. They eagerly watch their invest-
ment in the fund grow.

Each employee's investment in the savings -sharing plan increases as a result
of four factors: (1) Amounts invested by the cooperative, (2) employee con-
tributions, (3) appreciation of the fund as a result of fund investments made
by the trustee and interest earned, and (4) amounts forfeited by employees
leaving the association before all cooperative contributions to their account
are fully vested.

The cooperative's annual contribution to the fund is credited to separate
accounts for individual employees on a share basis. The number of suax-cs
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added to an employee's account depends upon his regular wages or salary for

the year and his total years of service with the association.

A sample statement of the employees profit sharing and saving fund is shown as

exhibit A. Such a statement is furnished each employee each year with the

statement of his own account completed.

Exhibit A, -- Employees Profit Sharing and Saving Fvind Statement

Statement of your account

$

Your balance
beginning of year

Association contri-
bution at $3.94 per
share (this year)

Yoxir Investment
during the year

Extra earnings at 9,31%

Total

Service shares

Earnings shares

Total shares

Extra Earnings

Interest earned
Appreciation
Forfeitures

Total

Less trustee fees

Total

U.Oii^ 9»231.U8
4.88J6 11, 15'+. 06

9.685^ 22,10^.71

.37^ 855.88

9.31^ 21.248.83

Employees Saving Sharing Pond

Balance beginning
of year

Company contribution
Employee Investment
Interest earned
Appreciation on Invest-

ments

Total

LESS ;

Pees paid to
Trust Company 855.88

Retirements 5.154.17

Balance at end of year

$235,151.72
76,473.17
38,524.64
9,251.48

11.134.06

$370,515.07

6. 010. 05

$364.505.02

Fund Investments at end of year

Cash
Common stock
Bonds
Accrued Interest
Association annual

contribution

Total

$9,508.32
89,184.49

186,812.23
2,526.81

76.473.17

$364.505.02

The most favorable characteristic of the savings- sharing plan, according to

management, is the employee contribution feature. This feature has been

particularly favorable in the last few years because of the significant ap-
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preciation realized on investments made. Employees consider the fund a good
place to invest their savings and many invest the maximum allowed--10 percent
of salary or wages.

A bad year can temporarily dampen enthusiasm, but actual experience has proven
that little or no net savings, which result in little or no contribution by
the association for the year, do not present too serious a problem. Employees
understand that they share in the net savings of the association, and when
there are none they are advised of the situation well in advance.

The question "Did you have any problems brought about by the cooperative form
of organization in trying to set up an equitable employee incentive plan?"
brought a "No" answer from management of the cooperative. This association
feels that the cooperative form of organization presents no problems or handi-
cap to the establishment of an employee incentive program. Indeed it feels
that being a cooperative offers some advantages. There is no problem involved
in extending coverage to employees. For instance, the ratio used by this co-

operative to determine the amount to be distributed at the close of each year
by the cooperative to the savings- sharing trust fund is based on net savings
for the year, total wage dollars, and cash payments to members for products
delivered to the cooperative. Allocations to members and employees are

therefore closely related.

The association has had no major problems with the savings-sharing plan. The
greatest problems to date have been those brought about by transfer of em-

ployees from one plant of the association to another with a different plan.
The main office of the cooperative and plants in seven locations are covered
by the consolidated savings- sharing plan described in this report, but two
processing plants had similar but slightly different employee savings- sharing
plans already in effect when the plants were purchased by this cooperative.
These plants have continued to operate with their established plans.

As a result, various decisions and adjustments are necessary when an employee
transfer results in a change in the savings-sharing plan covering the employee.

To date these problems have been minor. A permanent solutian is difficult,
since further expansion by the cooperative could easily result in purchase of
additional facilities with still different employee incentive plans. As a

rule, fair and equitable decisions satisfactory to all can be reached in such
cases, and have been thus far in the case of this cooperative.

The annual cost to the cooperative for the savings- sharing plans (the consoli-
dated plan reproduced and described on the following pages plus the plans in
effect in the two recently purchased processing plants) has averaged $70,000
to $73,000 annually. This amount is, of course, treated as an expense of the
association.
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The following is a complete copy of the employee savings-sharing plan of this
cooperative.

Article I . Designation

1. The Savings Sharing Plan herein set forth shall be known and designated as
the "Cooperative IV Savings Sharing Plan," and will hereinafter be referred to
for purposes of reference as the "Plan."

2. The effective date of this "Plan" Is January 1, 1955.

3. The words "Anniversary date" and "Valuation date" shall mean December 31st
of each year after the effective date of this Plan.

^, The Plan will be administered by an Advisory Committee, referred to here-
inafter as the "Committee," consisting of five persons appointed by the Coop-
erative, two of whom shall be hourly wage employees.

Article II . Employees Eligible

Section 1 . Eligibility to Participate .

(a) The term "Employee of the Cooperative" shall mean any employee of the
Cooperative. (Except the persons employed in the two recently acquired
plants of the cooperative, who are eligible for participation in the
Savings and Profit Sharing AgreeiTients applicable to those two plants.)

(b) All persons who were employees of the Cooperative on January 1, 1955,
and who on said date had been In the employ of the Cooperative continuously
for twelve calendar months (except those employees who had not attained
their 21st birthday on January 1, 1955) shall become participants In the
fund as of that date, and the Cooperative contribution for 1955 shall be
allocated to such employees.

(c) Employees who had not attained their 21st birthday on the effective
date of this Plan, shall become participants on the first day of the
month co-lnoldent with or following their 21st birthday, and after
twelve months of continuous service for the Cooperative.

(d) No employee shall be eligible to become a participant in the Fund
after attaining his S'+th birthday.

(e) Persons entering the employ of the Cooperative from and after Janu-
ary 1, 1955 » shall become participants on the first day of the month
following twelve months of continuous employment with the cooperative,
except persons under 21 years of age whose eligibility will be determined
by Subsection (c) above. If the participation date Is on or prior to
July 1st of any years, one share credit for past service shall be allotted.

(f) For the purpose of determining continuous length of seirvlce under any
of the provisions of this Plan "one year of continuous employment" means
twelve full months of employment, and shall Include leaves of absence
granted by the Cooperative as defined generally In the personnel and
employment rules and regulations of the Cooperative,

(g) No casual or part time employee shall be eligible to participate in
this Plan. A casual or part time en^jloyee is defined for the purpose of
the Plan as one whose employment by the Cooperative is for twenty (20)
hours or less per week, or for five (5) months or less per year,
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Article III . Contributions to Fund

Section 1 . Contributions by Employees .

(a) From and after Janviary 1, 1959f each participant may volxmtarlly, so
long as he is in the employ of the Cooperative, contribute to the Fund
each year the amount designated by him in writing, which amount shall be
not less than 1^ nor more than 10^ of such employee's wages. The amount
of each employee's contribution shall not be changed except on the first
of each year after two weeks' notice to the Cooperative or on such other
dates as the Advisory Committee shall determine.

(b) Each employee's contribution shall be deducted in equal installments,
so far as possible, by the Cooperative on each pay day from the wages
payable to such employee with respect to the period for which such wages
are paid.

Section 2 . Contributions by the Cooperative .

(a) The cooperative shall, with respect to each year, pay over to the
Fund out of the Cooperative's net savings (as hereinafter defined) a sum
to be determined after the exclusion of all records applicable to the
operation of the two recently acquired plants, by the following ratio,
i.e., the ratio of total wage dollars to the total wage dollars and cash
payments to members for products delivered to the Cooperative, EXCEPT,
however, that the sum determined by such ratio shall not exceed 1^% of
wage dollars paid to participating en.ployees for such year.

(b) For the purpose of this plan, and particularly for the purpose of
this Section 2, the term "net savings" of the Cooperative for a particu-
lar year shall mean:

The net savings of the Cooperative for such year computed in accord-
ance with generally accepted standard accounting practices including
any reserves permissible for Federal Income Taix purposes, and a de-
duction of 1/7 of the xinallocated charges against reserve certifi-
cates and a reduction for dividends paid on preferred stock at the
prescribed rates and a 6% dividend on common stock.

(c) In computing the net savings of the Cooperative with respect to any
year for the purpose of this Plan the Cooperative and the Advisory Com-
mittee shall be entitled to rely conclusively upon the computation of
any net savings as prepared and certified by a firm of independent
certified public accountants selected by the Cooperative for that pur-
pose; which accountants may be the firm of independent certified public
accountants as aforesaid, shall be binding upon all employees and the
Advisory Committee.

(d) In the event that the Cooperative has no net savings with respect
to any year, the failure of the Cooperative to make a contribution for
such year shall not be deemed to effect the termination of the Plan.

(e) Regardless of any other provision of the Plan or Tru3t, the Coop-
erative reserves the right to permanently discontinue its contributions
hereunder upon giving written notice of its intention to do so to the
Trustee, prior to the last day of the year for which such discontinuance
becomes effective.

Section 3 . Transfer of Contributions of Employees to the Trustee .

All deductions by the Cooperative of employee's contributions in accord-
ance with the provisions of Section 1 of this Article III, shall be held
in trust until paid over to the Trustee at such times as may be conven-
ient to the Cooperative, but not less frequently than once every thirty
(30) days.
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Section 4 . Transfer of the Cooperative Contribution to the Trustee ,

Within a reasonable time after the close of each year, the Cooperative
shall transmit to the Trustee its check for the amount of the Coopera-
tive contribution for such year.

Article IV . Allocations

Section 1 . Records ,

The Committee shall maintain adequate records to disclose the interest
of each participant, former participant, or beneficiary in the Trust,
and also may keep such other records as it deems advisable.

Section 2 . Allocation of Cooperative Contribution to Employees .

As of December 31 of each year the Cooperative contribution for the year
ending on that date shall be credited to the accounts of the eligible
employees (excluding any such employee whose employment with the Coop-
erative was terminated for any reason d\iring that yeao* or any prior year)
on the following basis:

(a) One share for each $100 of wages on a straight time basis during
regular hours (regular hours mean the hours worked when overtime rate
does not apply) or basic monthly 6alax*y for the year such contribution
is made to the Trust; provided, however, that in making such assignment
of shares for wages or salajry, the remaining fraction of such wages or
salary less than $100 shall be disregarded if less than $30, but shall
entitle the participant to one additional share if equal to or in excess
of $50.

(b) One share for each full year or fraction of a year of 6 months or
more after becoming a participant, with a maximum of 20 shares credit
for years of service. Share credits for service shall be granted only
to participants who are entitled to wage credits in that year.

(c) Employees who continue in the employment of the Cooperative after
attaining their 65th birthday, shall receive allocations of cooperative
contributions for the year in which they become 65 years of age, but
not thereafter.

Section 3 . Allocation of Participants' Contributions .

As of December 31 of each year the voluntaiTr contribution of particlpauits
shall be credited to their acco\ints.

Section U . Effect of Allocation .

The crediting of accounts of Participants in accordance with the provi-
sions of this Article III shall not vest any right or title to any part
of the assets of the Trust.

Article V . Vesting

Section 1 . Vesting of Employee Contributions .

All contributions to the fund by the Employee shall vest lOOjC in the
Eiqployee.

Section 2 . Vesting of Balance of Participant's Account .

Each employee's Interest in the balance of his account in excess of his
contribution to the Fund, shall vest in the employee in accordance with
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the following schedule; except that the interest of all employees who
have attained the age of sixty years shall vest 100^ on their sixtieth
birthday.

Completed years in Plan Percent Vesting

1
2.3 10%
If ^-0%

5 50^
6 60%

I l^
8 8ojg

9 90%
10 100^

Section 3 . Vesting in Case of Death or Disability .

In the event of the death or total disability of an employee, his credit
balance in the Trust shall become fully vested.

Article VI . Payment Of Benefits

Section 1 . Each participant will have a participating interest in the
TRUST, created pursuant to the provisions of Article X (and referred to
herein generally as "The Trust") which interest will be adjusted on each
valuation date, as provided in Article VIII, until the arrival of his
"Settlement Date," when his distributable Interest will be determined
and thereafter distributed to him or to hils beneficiairy at the time or
times, and in the manner herein stated.

Section 2 . A participant's Settlement Date will be that date upon which
any of the following events first occur:

(a) his death, or his retirement on account of age or permanent
disability; or

(b) his resignation or dismissal from the service of the coopera-
tive prior to his normal retirement date;

provided, however, that if resignation or dismissal shall occur on a
Valuation Date, the participant's Settlement Date shall be the first
b\islness day following such Valuation Date.

Section 3 . Hormal Retirement Date will be the day on which a participant
attains age sixty-five. Hr^tlrement on account of perm&nent disability
will occur on the day that the Committee, in the exercise of Its Judgment,
determines that a participant is under such physical or mental 'iability

that he is no longer capable of rendering satisfactory service v& th*
Cooperative,

Section ^ . On any participant's Settlement Date occurring for a reason
stated In Section 2(a) hereof, the value of his Interest in the Trust
shall be a sum equal to the then credit balance in his participating
account plus all contributions by participant which have not been allo-
cated to his account. The sum so determined shall be distributed from
the Trxist to the participant, or in the case of a Settlement Date which
occurs on account of the death of a participant, to his beneficiary (as
defined in Article VII) in such one or more of the following ways as the
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Committee In the exercise of Its JudgajC-it decides will best serve the
needs of the participant, or his beneficiary, as the case may be;

(a) in one lump sum;
(b) In Installments, equal or otherwise, over a period not

exceeding ten years;
(c) in any other mann-^r which will best serve the interests

of the person entitled thereto.

If a retired participant, or beneficiary, dies before he receives a full
and complete distribution of his interest in the Trust, then the undis-
tributed balance of such interest shall be distributed to the beneficiary
next entitled thereto in any one or more of the methods described In this
Section k selected by the Committee.

Section 5 . In case of the resignation or dismissal of a participant prior
to retirement age, the distributable Interest of such participant shall be;

His share in the Trust attributable to his contributions plus
his vested interest in Cooperative contributions.

Section 6 . A participant's interest in the Tinist shall be payable in case
of resignation or dismissal prior to retirement age within six months
after such event.

Section 7 « All funds held for a former participant or beneficiary on
December 31st of anj' year, which is subsequent to such participant's
death or retirement on account of age or permanent disability, shall
be considered a Trust liability for the purpose of computing the net
value of the Trust on such December Jlst, The interest of such former
participant or beneficiary shall not otherwise be a participating in-
terest In the Trust, and shall not participate in the allocation of
forfeitures, eau'nings, or cooperative contributions as provided here-
in, but shall be credited with Interest at the rate of 2jg per annum on
the balance of such Interest remaining undisputed on such December 31st,
which Interest shall be charged to the Trust,

Section 8 , The balance remaining in a participant's account, if any,
after determining the amovint of his distributable Interest as hereinto-
fore determined, is a "forfeiture" and, together with all other forfei-
tures created during the same year, shall be re-allocated among the
accounts of participants on the next succeeding Valuation Date on the
basis of the participants total account as of the beginning of the year.

^ipant shall file with the Committee from time to time in writing his post
office address and each change of post office address. Any communication,
statement or notice addressed to a participant or beneficiary at his last
post office address filed with the Committee, or if no such address was
filed with the Committee, then at his last post office address as shown
in the Company's records, if any, shall be binding on the participant or
beneficiary for all purposes of the Plan, and neither the Committee nor
the Trustee shall be obliged to search for or ascertain the whereabouts
of any participant or beneficiary.

Section 10 , If all or any part of the interest of any participant or
beneficiary becomes distributable hereunder and the Committee falls to
receive a claim for such distribution from the person entitled thereto.
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or from any other person validly acting 1n his behalf, within one year
thereafter, then such distribution :nay, in the discretion of the Cop.-

mlttee, be disposed of as follows:

(a) If the whereabouts of the person next entitled thereto is then
known to the Committee, or Is disclosed to the Committee within a
period of two years thereafter, distribution may be made as tho'ogh
such participant or beneficiary had died at the end of said one
year period;

(b) If the Committee is unable to complete distribution in the
manner provided in sub-paragraph (a) above, but the whereabouts of
one or more of the next of kin or surviving spouse of the partici-
pant whose interest hereunder is subject to distribution is known
to the Committee, then distribution of the interest of such partic-
ipant then remaining undistributed hereunder may be made to any one
or more or all of such next of kin and surviving spouse, and in
such proportions as the Committee determines;

(c) If the Committee is unable to complete distribution pursuant to
the provisions of either sub-paragraph (a) or sub-paragraph (b) above
within the time limit therein designated, then at the end of the
three year period therein referred to the interest of such partici-
pant then remaining undistributed will become a Forfeiture and will
be applied as such.

If the last post office address, as referred to in Section 9» of a partic-
ipant, or beneficiary, whose interest is subject to distribution by the
terms of this Section 10 is known to the Committee, then the Comirdttee
will notify such participant or beneficiary of any action contemplated by
it pursuant to this paragraph, by letter addressed to him at such last
known address.

Article VII . Beneficiaries

Section 1 . Any participant may, by instrument In writing executed and
delivered to the Committee during his lifetime, designate a beneficiary
or beneficiaries to whom distribution of his Interest shall be made in
the event of his death prior to the full receipt of his interest in the
Trust, and he may designate the proportions to be distributed to each
such designated beneficiary if there be more than one. Any such desig-
nation may be revoked or changed by the participant at any time and from
time to time, by similar instrument in writing delivered as aforesaid.
If no such designated beneficiary is living upon the death of a partici-
pant, or if all such designated beneficiaries die prior to the full
distribution of such participant's Interest, then the legal representative
of the last survivor of the participant and designated beneficiaries, or,
if the Committee fails to receive notice of the appointment of any such
legal representative within one year after such death, the heirs at law
of such survivor (in the proportions In which they would inherit his
intestate personal property) shall be the beneficiary to whom the then
remaining balance of such Interest shall be distributed.

Section 2 . If the Conanittee, after reasonable Inquiry, Is unable within
one year to determine whether or not any designated beneficiary did in
fact survive the event that entitled him to receive distribution of any
sum hereunder, it sliall be conclusively presumed that such beneficiary
did in fact die prior to such event.

Article VIII . Participating Interests

Section 1 . The records maintained by the Committee for the participants
may be in the form of separate accounts, the balances remaining before
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the addition of the current year's company contribution shall be adjusted
on each Valuation Date as follows:

(a) The value of all moneys, securities and other property then held
in the Trust shall be appraised by the CoBunittee at its then fair
market value. In determining such value, there shall be Included
all accrued and unpaid income; the value of bonds substantially
equivalent to the present United States of America, Series J or K
Savings Bonds shall be their then redemption value (except that
diJirlng the non-redemption period they shall be valued at cost);
and the aggregate of:

1. Accrued and unpaid expenses, insofar as they are then
ascertainable or may be fairly estimated;

11. Contributions, if any, theretofore received by the Trustee
on account of the then current year;

ill, forfeitures for the current year;

Iv. All balances (with interest accrued to such Valuation Date)
then held for a former participant or his beneficiary after
his Settlement Date,

shall be deducted as a Trust liability. If the total net value of
the Trust so determined exceeds, or is less than, the total credits
of the Participating accounts of all participants, the excess or
deficiency shall be credited or charged to the accoxmts of all par-
ticipants in the ratio that the then balance in each such account
bears to the total amount of all such balances.

Section 2 . The Cooperative shall fvimlsh to the Committee, as soon after
each Valuation Date as may be possible, a statement certified by such
officer of the Cooperative as shall have been designated for that purpose
by its Board of Directors, showing the name of each employee who is eligi-
ble to share in such allocation as a participant hereunder, and the total
compensation paid for such year to each participant; and the Committee may
rely in all respects upon such information so certified.

Article IX . Advisory Comiaittee

Section 1 . The Plan will be administered by the Advisory Committee,
members of which shall serve, without compensation \mtll their death,
resignation, or removal from such office. Any member may resign at
any time by notice in writing to the Cooperative and to the remaining
members of the Committee. The Cooperative may remove any member of the
Comiaittee at any time by written notice to him and to the remaining
members of the Committee.

Section 2 . The Committee will elect a Chairman and a Secretary, and any
document required to be filed with, or sny notice required to be given
to, the Committee will be properly filec or given If mailed by registered
mall, or delivered, to the Secretary of the Committee, in care of the
Cooperative.

Section 5 . The Committee, as the same shall be from time to time constl-
tuted, snail have full power and authority, within the limits provided by
the Plan:

(a) To determine all questions arising in its administration, in-
cluding the power to determine the rights or eligibility of employ-
ees and participants and their beneficiaries, and the amoxint of
their respective interests; and its decisions thereon shall be final
and binding upon all persons hereunder;
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(b) to adopt such rxiles and regulations as it may deem reasonably
necessary for the proper and efficient adndnistratlon of the Plan
and consistent with Itu purposes;

(c) to enforce the Plan, in accordance with Its terms and with its
>- own rules and regulations;

}

(d) to direct the Trustee with respect to the maturity of benefits,
' the identity of distributees, and all matters Involving distributions
I from the Tr\ist;

j

(e) to maintain the Participating Account records of all participants;

(f) to create subcommittees, and to delegate such of its rights,
powers and discretions to such subcommittees as it deems desirable;

(g) to do all other acts, in its Judgment necessary or desirable, for
j

the proper and advantageous administration of the Plan*

Section ^ , The Committee and each subcommittee shall act by the vote of
concurrence of a majority of its members; but no member who Is a partici-
pant shall act on any matter that iias partlciilso' reference to his own
Interest hereunder. During a period of vacancy the remaining members
shall have full power to act.

Section 5 . The Cooperative shall provide the Committee with all necessary
clerical, bookkeeping, and stenographic help and facilities that may be
necessary to enable It to perform its functions hereunder; or may appoint
consultants, accountants, or other assistants, including the Trustee with
its consent, to perform any non-discretlonarj- functions of the Committee
under its supervision and upon its direction.

Article X . Trustee and Trust Fund

Section 1 , A Trust Fund, to be known as the Cooperative Trust, will be
created and maintained for the pvu-poses of the Plan; and the assets thereof
will be held Invested, and disposed of by the Trustee from time to time
acting In accordance with the terns of the Trust Agreement.

Section 2 . The Cooperative shall have the power to select the Trustee;
and its subsequent resignation or removal and the appointment of a suc-
cessor trustee, and the approval of its accoxxnts shall all be accomplished
in the manner provided in the Trust Agreement.

Section ? . All contributions of the Cooperative and of employees will be
paid into the Trust Fvind and all benefits payable under the Plan will be
paid from the Trust Fund. The powers, duties, and responsibilities of the
Trxistee will be as stated in the Trust Agreement and nothing contained in
this Plan, either expressly or by implication, shall be deemed to Impose
any additional powers, duties, or responsibilities upon the Trustee.

Article XI . Amendments and Termination

Section 1 . The Cooperative shall have the power at any time and from time
to time, by appropriate action of its Board of Directors, to amend the
within Plan; provided, however, that no amendment under any circumstamces
may be adopted the effect of which would be:

(a) to revest in the Cooperative any interest in the assets of the
Trust or any part thereof; or

(b) to divest any participant or contingent beneficiary of his then
interest therein, except that amendments may be so made if, in the
opinion of its counsel such action is necessary to meet the require-
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ments of Sections 401 and 501 of the Internal Revenue Code as
amended, or the corresponding provisions of any subsequent revenue
law.

Section 2 . Upon the bankruptcy. Insolvency, or dissolution of the Coop-
erative (without provision being made by its successor, if any, for the
continuation thereof), or upon the Cooperative's election to discontinue
contributions hereunder as provided in Article III, Section 2 (e) and
notice thereof being given to the Trustee and the Committee, the then
trust assets shall be converted to cash and the Committee shall direct
distribution thereof to the participants in the proportions that their
then respective interests bear to each other; and the Trust shall there-
upon terminate.

Section 3 . In the event of the merger or consolidation of the Coopera-
tive (or any Employer) or other circumstances whereby a successor person,
firm, or company shall constitute to carry on all or a substantial part
of its business, and such successor shall elect to carry on the provisions
of this Plan, such successor shall be substituted for the Cooperative (or
such Employer as the case may be) hereunder, upon the filing in writing
of its election so to do with the Trustee and the Committee.

Article XII . Miscellaneous

Section 1 . Evidence required of any one under this Trust Agreement may
be by certificate, affidavit, document, or other information which the
person acting in reliance thereon may consider pertinent, reliable, and
genuine and to have been signed, made or presented by the proper party
or parties. The Committee and the Trustee shall be fully protected in
acting and relying upon any evidence described above.

Section 2 . The adoption of this Trust by the Cooperative shall not be
deemed to be a contract between the Cooperative and any employee. Nothing
herein contained shall be deemed to give any employee the right to be re-
tained in the employ of the Cooperative, or to interfere with the right of
the Cooperative to discharge any employee at any time.

Section 3 . Neither the Trustee, the AdvisoiTr Committee, nor the Coopera-
tive in any way guarantee the Trust Fund from loss or depreciation. The
Cooperative does not guarantee the payment of any money which may be, or
become, due to any person from the Trust Fund, and the liability of the
Advisory Committee and the Trustee to make any payment under this Trust
Agreement shall be limited to the available assets of the Trust Fund.

Section 4 . Wherever used herein the pronouns he, him, or his shall refer
to the female as well as the male, and the singular shall include the
plural and the plural the singular, except when the context otherwise
requires

.

Groiij) Insurance Plans

Group insurance benefits provided by this cooperative for all employees include:

(1) Group life, (2) accidental death, dismemberment, and loss of sight, (3) hos-
pital, (4) surgical, and (5) maternity.

The insurance plan became effective in 1959 . All full-time employees are

eligible to enroll on the date of completion of 30 days of service.
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Employees who have one or more dependents are eligible to enroll for dependents'
benefits when they enroll for employee benefits. Those without dependents may
enroll for dependents' benefits as of the date they acquire a dependent.

If husband and wife are both eligible for employee benefits, only the husband
may enroll for dependents' benefits.

Employees who enroll in the insurance plan must sign an enrollment form. If
they enroll within 1 month from the date they are eligible to enroll, no
evidence of insurability is required.

A schedule of insurance benefits follows:

Summary Schedule of Employee Insurance Benefits

I. The amounts of Insurance are:

For Each Employee

Life Insurance (non-contributory) $2,000
Accidental Death and Dismemberment (Principal Sum)..... 1,000
Hospital Daily Benefit (up to) 12
Miscellaneous Hospital Charges (up to)... 360
Surgical Expense Benefits (up to) 300
Maternity Benefits .Refer to page

For Each Dependent

Hospital Daily Benefit (up to)........ $ 10
Miscellaneous Hospital Charges (up to).... 300
Surgical Expense Benefits (up to) 300
Maternity Benefits .Refer to page

II. Employee monthly contributions for accident and sickness insurance are:

Without Dependent Benefits $ .66
With Dependent Benefits. I.76

III. Employee monthly contributions for extra life insurance (in addition to
the $2,000 non-contributory policy) are:

Amount Employee
Basic Annual Salary of Monthly
or Wage of Employee Insurance Contributions

Class I $3,000 but less than $4,000 $1,000 $ .60
Class II 4,000 but less than 5,000 2,000 1.20
Class III 5,000 and over 3,000 1,80

IV. Each employee's contribution toward the cost of insurance is deducted from
his pay. The balance of the cost is contributed by the cooperative.

I. Life Insurance Benefits

A $2,000 life insxirance policy is provided each employee at the expense of the
cooperative. As indicated In the accompanying summary schedule of benefits.
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f

additional contributory life Insurance is also available to enqployees. All
enqployees are divided Into three classes based on annual salary or wage. The
amount of Insurance and the monthly en^loyee contribution varies according to
the amount of Insurance provided.

When employees pass from one class to another due to change In annual salary
or wage, the amounts of life Insurance and the cost thereof Is changed In
accordance with the schedules In effect on March 1 next following date of
change In annual salary or wage; provided, however, that no Increase becomes
effective vinless and until an employee Is actually at work. Life Insurance
benefits are payable to the beneficiary named by each eirqployee.

Additional features of the employee life Insvirance plan are:

1. If an employee becomes totally disabled before age 60 and Is unable
to work his group life Insurance continues at no cost to him as long as
he Is so disabled, subject to the following requirements:

a. He must be totally disabled for at least 9 months, and

b. Medical evidence must show that his disability Is presumably
permanent, and

c. Written notice and proof of his disability must be given to
the Insurance Cou^any Initially while he Is Insured and annually
thereafter.

2. Any eiqjloyee may convert his group life Insurance Into an Individual
life policy with no medical examination or other evidence of Insurability
if his Insurance Is terminated due to termination of en^jloyment.

II. Accidental Death, Dismemberment and Loss of Sight Benefits

The principal sum payable under this group policy Is $1,000.

The following schedule shows the sum the Insurance pays when an employee
suffers any of the losses listed within 90 days of the date of an accident:

For loss of: Amount

Life $1 ,000
Both hands or both feet or sight of both eyes. 1,000
Any combination of foot, hand, or sight of one eye....... 1,000
One hand, one foot, or sight of one eye 300

No more than $1,000 is payable for loss resulting from one accident.

The principal sum is payable to the person named as beneficiary in case of
death of an employee. This sum is Independent of and in addition to any pay-
ment under the life insurance policy. All other payments are made directly
to the employee.

Losses not covered by this plan are:

1. Any loss caused or contributed to by sickness or infection;
2. Suicide or any attempt thereat (Sane or Insane);
?. Any loss by war or any act of war.
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III. Hospital Expense Benefits

Employee benefits are payable for:

In- Pat lent Hospital Charges

1. Room and board charges up to $12 per day but not more than a total
of $840 during any one period of disability.

2. Other hospital charges up to the full amount of hospital charges,
such as operating room, anesthetic, ambulance, prescriptions, drugs.
X-ray, laboratory, etc. but not more than $360 during one period of
disability and only for the days for which the above Room and Board
benefit is payable.

Benefits are payable for dependents of employees for:

In-Patlent Hospital Charges

1. Room and board charges up to $10 per day but not more than a total
of $700 during any one period of disability.

2. Other hospital charges up to the full amount of hospital charges,
such as operating room, anesthetic, ambulance, prescriptions, drugs.
X-ray, laboratory, etc, but not more than $300 diiring one period of
disability and only for the days for which the above Room and Board
benefit is payable.

Successive periods of hospital confinement are considered as having
occurred during one period of disability unless the employee or his
dependent, as the case may be, shall have completely recovered from
the sickness or injxiry causing the earlier confinement before the
later confinement, or

(a) in the case of the employee only, unless he has returned
to active work with the cooperative for at least one full
working day before commencement of the later confinement, or

(b) in the case of the dependent of an employee only, unless
the later confinement is due to a sickness or Injury entirely
unrelated to the causes of the earlier confinement.

Extended Benefit for In-Patlent Hospital Charges Only

In the event the Hospital Expense Benefit Insurance with respect to
either the eiq^loyee or his dependent terminates, the In-Patient Hospital
Benefit described here is available within 3 months thereafter during
total disability that Is continuous from date of termination.
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Out-Patlent Hospital Charges (provided no Room and Board benefit is pay-
able) with respect to either employee or his dependent are paid for:

1. Emergency medical care and treatment within 24 hours from the time
of an accident, or

2. Medical care and treatment within 24 hours from and in connection
with a surgical operation.

Out-patient hospital charges are limited to $360 for an employee and
$300 for a dependent of an employee for any one accident or any and
all operations due to the same or related sickness.

^
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What Is Mot Covered

1. Charges for nursing care and charges for attendance by a physician.

2, Charges incurred in connection with (a) injuries sustained while
doing any act or thing pertaining to any occupation or employment for
remuneration or profit, or (b) sickness for which benefits are payable
in accordance with the provisions of any workmen's compensation or
similar law.

V
'

'
-.'

,

'

'

3. Confinement or medical treatment in a hospital operated by the United
States of Air«rica or any agency thereof, or in any hospital which makes
no charge that you are required to pay.

4, Charges incurred with respect to a dependent if such dependent is
entitled to benefits as an employee or former employee of the cooperative,

5, Charges incurred with respect to a dependent in connection with any
hospital confinement which shall have commenced or medical care and
treatment rendered prior to the date the dependent shall have become

I
covered under the policy.

^

6. Any confinement or medical treatment not recoBunended and approved
by a duly qualified physician,

rv. Surgical Expense Benefits

This policy covers the actual charge made by a duly qualified surgeon
for performing a surgical operation on account of an accidental injury
or sickness subject to the Daximum set forth in the surgical schedule
for the operation. A schedule of operations and the maximum payment
on account of surgeon's fees is provided each employee.

The benefit is payable regardless of where surgery is performed.

The highest amount in the surgical schedule is $300, which is the
maximum which is paid for all surgical operations performed during
any one period of disability. '

-

Successive operations are considered as having been performed during
one period of disability \inless the employee or his dependent, as the
case may be, has completely recovered from the sickness or injury
causing the earlier operation before the later operation, or

(a) in the case of the employee only, unless he has returned to
active work with the cooperative for at least one full working
day before the later operation, or

(b) in the case of his dependent only, unless the later operation
is due to a sickness or injury entirely unrelated to the causes
of the earlier operation,

i

,

Extended Benefit

In the event the Surgical Sxpense Benefit Insurance with respect to
either the employee or his dependent terminates, the benefit described
is available within 3 months thereafter during total disability that
is continuous from date of termination.

What Is Mot Covered

1. Charges incurred In connection with (a) injuries sustained while
doing any act or thing pertaining to any occupation or eiq>loyment for
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remuneration or profit, or (b) sickness for which benefits are payable
In accordance with the provisions of any workmen's compensation or
slmllaa> law*

2. Services rendered In a hospital operated by the United States of
America or an agency thereof.

}. Charges incurred with respect to a dependent In connection with any
surgical operation If such dependent Is entitled to benefits as an em-
ployee or former employee of the cooperative.

4. Charges incurred on account of a dependent In connection with any
operation performed during a period of hospital confinement which
commenced prior to the date the dependent shall have become covered
under the policy.

V, Maternity Benefits

Maternity benefits are available to female employees and to dependent
wives.

Maternity benefits are available Immediately to employees who are
Insured on the effective date of the plan.

If such employees become Insured at a later date benefits are payable
only If pregnancy commences after the date they become insured.

The benefits for dependent wives are payable only If pregnancy
commences after the date the dependent wife becomes covered for the
dependent benefits.

Hospital Expense Benefit for Employees

If hospital confinement as an In-patlent results from pregnancy, child-
birth, or miscarriage, a benefit Is payable In an amount equal to the
hospital charges for room and board and all medical care and treatment,
other than charges for nursing care and attendance by a physician, but
not more than $1^10 will be paid for any one pregnancy.

Hospital Expense Benefit for Dep'»ndents

If hospital confinement as an In-patlent results from pregnancy, child-
birth or miscarriage, a benefit Is payable In an amount equal to the
hospital charges for room and board and all medical care and treatment,
other than charges for nursing care and attendance by a physician, but
not more than $l6o will be paid for any one pregnancy.

Stirglcal Expense Benefit

If an operation listed In the surgical schedule (which Is furnished all
employees) \inder the heading Obstetrical Procediu*es Is performed, a
benefit Is payable in an amount equal to the surgeon's fee up to the
maximum provided for the operation In the schedule.

In the event Hospital and Surgical Expense Benefits Insurance terminates,
the benefits described both for Hospital and Surgical Expense are avail-
able within 9 months thereafter for confinement or operation under the
heading Obstetrical Procedures which results from pregnancy that exists
at the date of teirmlnatlon, as evidenced by a written statement from the
attending physician.

1
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Other Employee Benefits

In addition to the savings-sharing plan and the group insurance plans already
described, the association grants all employees 3 holidays with pay each year
and from 1 to 3 weeks vacation with pay. Employees with less than 3 years
service get a 1-week vacation; those with 3 years, but less than 12 years
service, get 2 weeks; and those with 12 years or more get 3 weeks.

The association also provides nonfinancial incentives. It maintains a policy
of promotion from within and uses job evaluations effectively. An employee
suggestion system is in operation. Educational opportunities are provided for

eo^loyees with evening classes arranged and expenses paid by the association.

Annual employee parties, picnics, and outings are held frequently and are well
attended.

Another interesting employee organization is the "Old Timers Group" open to

all employees who have 15 or more years service with the cooperative. This
group is helpful in building and maintaining good employee relations, primarily
by discussing exaployee problems and programs with top management.

125





Cooperative V



Contents

page

Stock ownership 130

profit-sharing and trust £und plan 131

Retirement plans 136

Group insurance benefits 143

Salary plus commission for salesmen 143

Other employee benefits 146

128
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Cooperative V is a local dairy cooperative serving between 500 and 600 producer
members in the Midwest. A small group of dairymen interested in marketing their
special-quality milk for better prices than the market provided at that time
organized the association during the first depression years of the 1930's. The
business prospered and is now the largest retail milk outlet in the area.

The home delivery system has been a specialty of the association from the begin-
ning. However, as the organization grew, it made changes to embrace new methods
of processing and wholesale deliveries to stores. This included remodeling the

original plant several times and acquiring and building several new plants,
including ice cream plants.

The association has become well known as a pace-setter with respect to operating
efficiency and product quality control at all marketing stages. It has also i

been a pace setter in human relations. Producers and employees have worked
together on a "family" basis. The idea of bringing producers, employees, and
consumers together through a home-owned dairy was the goal of the cooperative
from its very beginning. The idea became a reality.

The association has been a pioneer in sharing benefits of the business with em-

ployees. Its first and only president expressed the feeling of the original
group of farmers who launched the organization when he stated: "Our associa-
tion can't be 100 percent cooperative if it denies cooperative benefits to its

own employees..."

The "family" aspects of this cooperative are exemplified by its method of

representation on the board of directors. The farmers nominate as their repre-

sentatives seven members who produce milk delivered to the association. Simi-

larly, enqployees nominate as their representatives two persons who process or

sell that milk. The two employee members of the board are nominated after an

advisory ballot is conducted among employees. Farmer members actually elect

all board members at the annual meeting.

Almost since the dairy's beginning employees have owned stock. The farmers

own common stock and the employees own preferred.

Another factor which gives employees a proprietary interest in the cooperative

is the profit sharing plan. Employees have shared in net savings along with

farmers since a few years after the dairy was organized. In addition, they have

a trust fund plan, a pension plan, group insurance, an independent union, and

many other benefits described on the following pages.
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Employees have responded to the progressive personnel practices of the associa-
tion with real initiative and spirit. The general atmosphere at the dairy is

warm and friendly. One eii5>loyee expressed it this way: "We are really one big
happy family. Each of us has the feeling of security and ownership; that is

why each is ready to do the little 'extras' that lead to doing a better job."

This association employs over 500 persons, and dollar sales of milk and milk
products now approach $15 million annually. Approximately 12 percent of the
en5)loyees may be classified as office personnel; about 30 percent work in the
plant or garage. The other 58 percent are salesmen.

Most of the employees own at least $500 worth of the cooperative's preferred
stock. Selling stock is never a problem--the employees are always eager to

buy all that is available. When more money is needed by the cooperative for

building or expansion purposes, new issues of preferred stock are quickly over-
subscribed by employees. This proprietary interest in the cooperative, neces-
sitating a cash out of pocket investment by eiiq>loyees, was described by manage-
ment of the cooperative as the primary requirement for a successful employee
incentive plan. Stock ownership makes these employees part owners of the
business. They react with genuine enthusiasm. As a result production has

increased and a minimum of supervision is needed.

In addition to the privilege of stock ownership, management of this cooperative
particularly likes having the trust fund plan and the retirement plan separate.
Each employee watches his trust fund account grow. It is looked upon as a

separate bank account.

Management also pointed out that with the opportunity for employees to share
in the results of their efforts, the cooperative has access to top quality em-
ployees. They maintain a waiting list of applicants for employment. The long
years of service of many employees, small employee turnover, and the friendly
first name spirit which prevails are undeniable indications of the effective-
ness of the evaployee practices of the cooperative.

Stock Ownership

The stock ownership plan of this cooperative is rather unique. Most farmer
cooperatives are exclusively producer owned and do not extend the privilege of
stock ownership to employees. This association does. Membership in the coop-
erative is of two types -- farmer members and employee members. Therefore, as

part owners of the team, employees benefit through their own efforts.

Common or control stock is all owned by farmer-producers in proportion to the

number of cows in their herds. Each common stockholder is entitled to one vote,

regardless of the number of shares held. Each common share is worth $100. A
dividend of 6 percent has been paid on the common stock each year since 1931.
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Preferred stock is authorized by the bylaws to be held by any person connected
with the cooperative who is not a farmer-producer. Employees fall in this
classification and hold all the preferred stock. Five shares of preferred
stock are reserved for each employee, and after 5 years of service an addi-
tional share can be purchased for each year of service up to 10 shares. Priv-
ilege to buy preferred stock is extended after 6 months' employment, but is

not compulsory.

Arrangements can be made by employees to pay for their shares of stock through
payroll deductions. The stock is recalled when employee-members sever their
connection with the organization. Like common stock, each share of preferred
stock is worth $100 and has paid a dividend of 6 percent each year since 1931.

Each preferred stockholder has one advisory vote through a junior board of
directors made up of employees. Employees thus help elect two employee repre-
sentatives to the senior board of directors. The preferred stockholders vote
on a preference ballot prior to the annual stockholders' meeting each year.
There are nine directors on the senior board. Seven are farmer-producers; two
are employee members. Common and preferred stock is sold at $100 a share only
at the beginning of any year. As the year progresses, the amount of the earned
dividend is added to the purchase price. Neither common nor preferred stock
increases in value from year to year because the margins and savings realized
from operations each year are all allocated as patronage refunds.

Profit-Sharing and Trust Fund Plan

A "profit sharing" arrangement is used by this association for distributing
savings to producers and eiq>loyees. Under this plan the directors have declared
patronage dividends to member-producers and bonus payments to employees regular-
ly since 1936.

Each employee shares in the association's annual operating savings on the same
basis as each producer. The same percentage applied to the producer's milk
check to determine his patronage refund each year is applied to the employee's
salary or wages to determine his share of the annual savings.

A portion of the fanners ' patronage dividend and the employees ' wage bonus is

paid in cash. Both farmer-members and employee-members, as employees are

called, receive the other portion in 15-year debenture bonds. These bonds are

issued directly to farmer members but those issued as bonus payments for em-

ployees are not distributed to individual employees. Instead they are vested
in a trust fund established for employees, which is administered by a bank.A'

3/ Even though this plan was originally approved by the Internal Revenue Service some ques-

tion Is now being raised as to whether the plan is entitled to exemption because of the

Trust Funds' Investment In debenture bonds of the association. As of the date this

manuscript was prepared, the question ha* not yet been resolved.
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The debenture bonds, those issued to farmer members and those vested in the
trust fund for employees, are handled on a revolving fund basis. This makes
it possible for the cooperative to distribute all its margins and savings
each year.

All the 15-year debenture bonds are direct obligations of the cooperative, and
after 5 years, provided they are not redeemed for cash or stock, they bear
interest at the rate of 3 percent. However, it has been the practice of the
cooperative to date to redeem these bonds after 5 years for either cash or
stock.

Profit Sharing Formula

The exact amount of the employee bonus each year is based on the following
formula:

The net proceeds from the cooperative's annual operations eoce distributed
amongst farmer producers and all employees on the payroll November 30 of any
calendar year, after deducting Common and Preferred Stock dividends. (Met
proceeds is designated as the final result of the cooperative's annual
operations after proper allowance for depreciation of assets and other
reserves. In accordance with good accounting and management policy.) The
percentage of distribution to farmers and employees Is based on the value
of milk shipped to the cooperative and salaries and wages paid to the
employees for the 12-month period Immediately preceding November 30 of each
calendar year.

Actual distribution of employees' bonuses is made at the annual Christmas party
and at the Annual Stockholders' Meeting in February as follows:

1. At the Christmas party:

A. One quarter In cash to Individual employees.
B. One quarter in Fifteen Year Debenture Bonds to Trustee of Trust

Fund Flan.

2. At the annual membership meeting:

A. One quarter In cash to Trustee of Trust Fund Plan.
B. One qusa>ter In debenture bonds to Trustee of Trust Fund Plan.

Trust Fund

Employees have shared in savings of the cooperative since 1936, but starting
in 1949, three- fourths of their annual profit sharing bonus has been put into
a trust fund which belongs to the employees. These funds are on deposit with
a bank under a trust agreement which has been approved by the United States
Treasury Department

.
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The Trust Fund Plan was installed by the cooperative in order to (1) reward
employees for faithful and efficient service, (2) stimulate them in a keener
interest in the successful operation of the cooperative, (3) supplement the
provisions of the employee pension plan, and (4) to assist the employees in
the building of independent estates.

Participation in the plan is automatic for all employees, provided they are on
the payroll on November 30 of any calendar year. Participants do not make any
contribution whatever to the plan. Contributions to the plan are made by the
cooperative throu^ "profit sharing" and debenture bonds which have been re-
deemed by the cooperative. Such contributions by the cooperative are deposited
to the account of the trust plan at the bank which serves as trustee. All
money in the fund is accumulative in individual employee accounts.

The plan is administered by a committee of five. Two members of this committee
are appointed by the board of directors of the cooperative and the other three
are elected by the employees. A representative of the trustee serves as an
ex-officio member without any voting privileges. , :

The trust fund has grown rapidly over the years. Assets now total well over
$1% million. The plan is especially attractive to those employees who spend a

long period of their lives with the cooperative. Any employee who leaves the
cooperative with less than 10 years service is not entitled to 100 percent of
his account in settlement. All amounts forfeited by employees are divided
among those employees remaining under the plan at the end of each calendar year.

The trust fund also grows by virtue of investments in securities, primarily
stocks, bonds, and debentures. The committee naturally tries to keep all its

assets invested in sound securities, but general economic conditions result in

variations in the value of the trust fund account from time to time. The trust

fund committee tries to select safe corporate bonds and high-quality stocks.

The percentage of total market value of all securities owned by the trust fund

at the close of a recent year indicates the diversified methods of investment

used by the committee.

Type of security Percent

U. S. Qovernment obligations ,
- - i+.y

Other bonds (of 21 different corporations or institutions) 58.1

Debentures of the cooperative ( 5*2

Preferred stocks 1.2

Conanon stocks (of 27 companies in various Industries) ^+2.1

Cash 8.7

100.0
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Records are kept for each individual showing additions to his or her account by
contributions from the cooperative as well as any additions from the distribu-
tion of trust fund income. Each employee receives notice of the contribution
to the fund by the cooperative at the time of distribution, and once a year a
complete statement showing the amount of his account, as well as a financial
statement of the trust fund as a whole.

A sample blank annual statement is shown as Exhibit A. A report of the trust
fund committee and the trustee is distributed with the annual statement ex-
plaining investments and severance cases and their effect on the current value
of the fund.

When an employee leaves the en^loy of the cooperative for any reason, other
than death or total disability, the amount he or she receives from the trust
fund plan in settlement of his or her account is computed from the following
schedule, which is based on the number of years of service with the coopera-
tive:

Less than 1 year———

—

--.»—_——Nothing
1 to 2 years——————————— iO percent
2 to 3 years— —-——— 20 "

3 to »* years 30 "

4 to 5 years kO "

5 to 6 years— ——————— 50 "

o to 7 years— — ——— 60 "

7 to 8 years .—.—

.

70 »

8 to 9 years — 80 "

9 to 10 years—— ———- 90 "

10 years or over————————100 "

The normal retirement age under the plan is 65. However, the cooperative does
not have a compulsory retirement rule. Each case is handled individually.
But, employment of any individual beyond the age of 65 is subject to approval
by the board of directors of the cooperative. Any employees remaining on the

payroll after age 65 are eligible to receive all the privileges and benefits
under the trust fund plan as long as they remain on the payroll.

Leaves of absence for purposes of the plan are granted on written agreement
only. An employee who is granted a leave of absence is eligible to participate
in the cooperative's contributions if he received any pay in the 12 months
immediately preceding November 30 of the calendar year, even though he might
not be receiving any pay as of November 30 of that year.

When an employee becomes totally disabled while in the employ of the coopera-
tive, he receives full and coii5)lete settlement of his account, regardless of

the number of years of service with the cooperative. The only requirement is

that the employee submit affidavits from two reputable physicians substantiating

his totally disabled condition.
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Exhibit A.
Annual Statement Trust Fund Plan

February 25. 196l

Balance in Fund: February 19, I96O

i960 additions:

December 20, 196O; Contribution by cooperative in
15-year debenture bonds , ,

Febriiary 25, 196I: Contribution by cooperative -

In cash.
In 15-year debenture bonds ,.

Total additions to Trust Fund:

Total Trust Fund Account:

Less: Total of employee accounts, terminating
employment in I96O.......... .,

Add: Other Income:

Income from forfeitures
Interest from U. S. Treasury and Savings Bonds.......
Dividends and interest on common and preferred stocks

and bonds ..........«*
Sales of securities
Increase in value ©f securities

Total: Extra Income:

Less: Operating Expenses:

Trustee's fees and expenses,
Committee's fees..

Total net Income, i960 to be distributed among
active Trust Fund members.....

Total Member Accounts, February 18, I96I $

*•* Asset and Liability Statement •••

Assets:

Cash. .......I
Cooperative 15-year debenture bonds,
U. S. Qovemnent Bonds... ••...•.•••,
Preferred stocks ...............•.••,
Common stocks ,

Mortgage bonds ........*..... i«»«e9»a6(

Total Assets: «... '$
Liabilities: Member accounts as of Febrviary I8, I96O:.. $

Individual Account for:

Balance in your account , February 19, 196O $

Add: Contributions to account, December 20, 196O:
Contributions to aecoiuit, February 25, 196I:
Your share of Trust Fund i960 income:

Total in Your Account as of February 25, I961 $
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When an employee dies while in the employ of the cooperative, his beneficiary
receives full and complete settlement of his account, regardless of the number
of years he was employed by the cooperative.

Continuation of this plan is not compulsory. The cooperative may change, sus-
pend, or stop the plan at any time. However, any funds in the hands of the
trustee can never be reclaimed by the cooperative under any circumstances.
All funds remain for the benefit of the employees and in the event of cancel-
lation will be distributed to employees by the trustee.

Retirement Plans

This cooperative has two employee retirement plans -- an employee contributory
pension plan and a non-contributory plan. Each employee is free to choose the
plan he will join.

All employees are urged to join the contributory plan, however, because it is

to their advantage. It always returns the money employees put in -- either as

savings with credited interest or as a pension. However, since about 10 per-
cent of the employees are not members of the contributory plan, the non-
contributory plan was established to provide them some security. Both plans
will be described in detail.

Retirement Ineome Plan

The retirement income plan of this cooperative is a contributory pension plan.
It has been in effect since the start of the cooperative in the 1930's. The
plan is designed to assist employees in building up retirement income for them-
selves. Changes in the plan have been made from time to time. After the Social
Security System was established, the percentage of contributions was reduced.
The latest amendment, however, which became effective in 1960, increased the
cooperative's contributions to the plan from approximately 4 percent of employee
earnings to approximately 5 percent

.

All employees are eligible for membership in the plan upon completion of 6

months service, and may join on the first of any month thereafter so long as

their age is below normal retirement age.

Any employee may become a number of the plan by signing an acceptance and pay-
roll deduction authority card, which officially signifies his acceptance of the

plan and authorizes the cooperative to withhold his share of the cost from
salary or wages.

A complete summary of the plan is included here for those readers interested in

specific details.
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All employees who are members of the plan are classified In salary earnings
groupings at the beginning of each year. Changes In earnings during the year
are not taken Into account until the January following the date of such
change. Table 1 shows the earnings classifications used along with the
contributions of employees and the cooperative for each classification. The
cooperative contributes approximately $5 for every $2 contributed by employee
members. Table 1, taken from the association's employee retirement booklet,
applies to membership in the plan on and after January 1, i960, the effective
date of the last Increase in cooperative contributions to the plan.

Table 1. - Employee monthly earnings classification for the retirement income
plan showing employee and cooperative contributions for each employee class

Earnings
class

Yearly earnings
Monthly
earnings
for plan

Employee's
monthly

contribution

Cooperative's
monthly

contribution

9
10
11
12
13

II

II
19
20
21
22
25

eto.

Less than $
$81^^1.00.1

1,081-1
1,321-1
1,561-1
1,801-2
2,041-2
2,281-2
2,521-2
2,761-3
3,001-3
3.2»*l-3
3.1*81-3
3,721-3
3,961-4
4,201-4
4,441-4
4,681-4
4.921-5
5,161-5
5,401-5
5.641-5
5,881-6

840.00
,080.99
.320.99
.560.99
.800.99
,040.99
,280.99
,520.99
.760.99
,000.99
,240.99
,480.99
,720.99
,960.99
,200.99
,440.99
,680.99
.920.99
,160.99
,400.99
.640.99
.880.99
.120.99

$ 60
80

100
120
140
160
180
200
220
240
260
280
300
320
340
360
380
400
420
440
460
480
500

1.20 $ 3.00
1.60 4.00
2.00 5.00
2.40 6.00
2.80 7.00

8.003.20
3.60 9.00
4.00 10.00
4.40 11.00
4.80 12.00
5.20 13.00
5.60 14.00
6.00 15.00
6.40 16.00
6.80 17.00

18.007.20
7.60
8.00

19.00
20.00

8.40 21.00
8.80 22.00
9.20 23.00
9.60 24.00

10.00 25.00

Increasing for each additional class by:

$240 $20 $0.40 $1.00

The actual amount of each employee's retirement income depends upon the number
of years the employee was an active member of the plan as well as the amount
of his earnings during these years of membership. Table 2 Illustrates
benefits on contributions made after January 1. i960.

Table 2 is only for purposes of illustration and applies only to enqployees

who entered the plan on or after Janviary 1. i960, the date of the last
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Table 2. - Monthly modified cash refund retirement Income payable
at noiMnal retirement date purchased Jointly by monthly purchase
payments of $1.00 by the member and $2.50 by the cooperative from
the age shown to normal retirement date

Monthly Monthly Monthly Monthly
income. income. income. income

,

men Age women men Age women
at age 65 at age 60 at age 65 at age 60

$24.66 20 $13.66 $8.48 43 $4.22
23.76
22.88

21 13.13 7.97
7.46
6.98

44 3.92
22 12.62 45 3.62

22.02 23 12.12 46 3.33
21.17 - 24 11.63 6.50

tl
3.05

20.35 25 11.15 6.04 2.78
1^55 26 10.68 5.59 49 2.51
18.76 27 10.23 5.15

4.72
50 2.25

18.00 28 9.78 51 2.00
17.25
16.52

29 ^55 4.51 52 1.75
50 8.92 3.91 53 1.51'

' 15.81 31 8.51 5.52 54 1.27
15.11
14.43

32 8.10 3.14 55 1.05
33 7.71 2.78 56 .82

13.77 34 7.32
6.94

2.43
U

.61
13.12 35 2.08 .40
12.49 36 6.57 1.75 59 .20
11.87 i

6.21 1.43 60
11.27
10.68

5.86 1.13 61

39 5.52 .83 62
10.11 40 5.18 .54 63
9.55 41 4.85 .27 64
9.01 42 4.54

change in the plan. An estimate of retirement income for any particular
employee can be figured by using tables 1 and 2 as follows:

Find the employee's earnings class at the time he entered the plan in
table 1. Multiply his monthly contribution for that class by the amount
shown in table 2, opposite the age he entered the plan.

A few specific examples will indicate how each employee's monthly retirement
income is calculated:

Example 1 ;

Assume a male employee age 21 Joins the plan on or after January 1, 196O
after completing six months of service, and that his annual earnings to
normal retirement date are as follows:

Member's
Annual monthly

contributionsAge earnings

21-29 $4080 $ 6.80
30-39 4800 8.00
40-44 5280 8.80
45-54 6000 10.00
55-64 6480 10.80

His monthly retirement income at age 65 would be calculated (from table 2) as
shown on the following page.
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Age 21-29

Monthly retirement Income purchased by such contributions from age
21 to age 65 — $6.80 X $23.76 $l6l.57

Age 30-39

Monthly retirement Income purchased by an Increase In contributions
of $1.20 ($8.00 minus $6,80) from age 30 to age 65 — $1.20 x
$16.52 $19.82

Age i^0-t^4 ,

Monthly retirement Income purchased by an increase In contributions
of $0.80 ($8.80 minus $8.00) from age '*0 to age 65 — $0.80 x
$10 . 11 $8.09

Age 45-5^^

Monthly retirement Income purchased by an Increase In contributions
of $1.20 ($10,00 minus $8,80) from age 4$ to age 65 — $1.20 x
$7.'*6 $8.95

Age 55-64

Monthly retirement income piu:>chased by an Increase in contributions
of $0.80 ($10.80 minus $10.00) from age 55 to age 65 — $0,80 x
$3.14 $2.51

Total monthly retirement Income under the plan at age 65 $200.94

Estimated primary insurance amount under the Federal Social
Security Law as amended and in effect January 1, 1959 (based on
average monthly earnings of $385.00) $124.00*

Total monthly benefit at age 65 $324.94

•If this man had a wife age 65 or older, she would be entitled to receive a
benefit of $62.00 (50 percent of $124.00) and the total family income would
then be $386.94. This example assumes contlntzation of the present group
annuity rates until normal retirement date. The rates , however, are
guaranteed only until January 1, I96I.

Example 2 ;

Assume a female employee age 21 joins the plan on or after January 1, i960,
after completing 6 months of service, and that her annual earnings to normal
retirement date are as follows:

Member '

s

Annual monthly
"

Age earnings contributions

21-27 $2880 $4.80
28-31 3600 6.00
32-39 ^^520 7.20
40-49 5040 8.40
50-59 5440 9.20

Her monthly retirement income at age 60 would be calculated (from table 2) as
shown on the following page.

\
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Age 21-27

Monthly retirement Income purchased by such contributions from 21
to age 60 -- $4.80 x $13.13 $63.02

Age 28-31

Monthly retirement income purchased by an increase in contributions
of $1,20 ($6.00 minus $4.80) from age 28 to age 60 — $1.20 x $9.78. $11.74

Age 32-39

Monthly retirement income purchased by an increase in contributions
of $1.20 ($7.20 minus $6.00) from age 32 to age 60 — $1,20 x $8.10. $9,72

Age 10-49

Monthly retirement income purchased by an increase in contributions
of $1,20 ($8,40 minus $7.20) from age 40 to age 60 — $1.20 x $5.l8. $6.22

Age ?0-^9

Monthly retirement income p\urchased by an increase in contributions
of $0.80 ($9,20 minus $8,40) from age 50 to age 60 — $0.80 x $2.25. $1.80

Total monthly retirement income under the plan at age 60.....,,,.... $92.^0

Estimated primary Insurance amount payable at age 65 under the
Federal Social Security Law as amended and in effect January 1, 1959
(based on average monthly earnings of $350.00) $ll6.00*

Total monthly benefit at age 65,,,.,,..,,.. ,..,,,.,.. $208,50

The primary Insxirance amount could be applied for as early as age 62 but the
amount payable from the earlier age would be less than that payable at age 65,
This example assumes continuation of the present group annuity rates until
normal retirement date. The rates, however, are guaranteed only xintil
January 1, 196I,

Normal retirement date under the plan is the January 1 nearest the 65th
birthday for male employees and nearest the 60th birthday for female
employees. However, there is no compulsory retirement age—each case is
handled independently.

With the consent of the cooperative, male employees may elect to retire on
the first of any month after their 55th birthday and female employees after
their 50th birthday. However, monthly retirement income is actuarially
reduced for employees who elect to retire earlier than normal retirement ages.

Employees whose retirement income begins before their primary insurance
amo\uit under the Federal Social Security Law first becomes available may
arrange, with approval of the cooperative and the insurance company, to
have their retirement income under the plan adjusted to provide, as far
as is practicable, a constant total income both before and after the primary
insurance amount first becomes available. This arraingement is not available
to employees who are eligible for disability benefits under the Federal
Social Security Law.

Retirement income normally provided under this plan is on a modified cash
refund basis. That is, after an employee retires, payments are made to him
on a monthly basis until death. Should an employee die before he has received
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total income payments from the plan equal to his ovm contributions with
interest, the Insurance company pays the difference to his beneficiary. '

If an employee wishes to provide a retirement income for his spouse or another
person following his death, he may elect after retirement to receive his pay-
ments on a Joint and Survivor basis. In this event, he receives a reduced
amount of monthly income dviring his lifetime which, after his death, is
continued in the same amount or a smaller amount, as designated by the
employee, to his Joint annuitant. In this case the amount of his monthly
retirement Income will depend upon his age and sex, the Joint annuitant's
age and sex, and the percentage of his income which is to be continued to
his Joint annuitant. Proof of Joint annuitant's age is required.

Election to receive retirement payments on a Joint and survivor basis may be
made by employees at any time. However, If the election is not made at least
5 years before retirement date as designated by employee in his election,
satisfactory evidence of good health is required. If either an employee or
his Joint annuitant dies before retirement date, the election of the Joint
and survivor option is cancelled. If either dies after retirement date,
payments are made on the optional form.

If an employee and his Joint annuitant die after retirement date, but before
the total retirement Income payments to both equal at least the employee's
own contributions plus Interest, his beneficiary receives the balance as a
death benefit.

Once an employee has elected the Joint and survivor form of payment and has
selected his Joint annultaint and retirement date, his election may not be
changed in any respect without the written consent of the insurance company.
The Insurance company's consent to such a change may be made subject to
satisfactory evidence of the employee's and his Joint annuitant's good health.

If an employee leaves the cooperative before retirement with less than 15
years service, he may elect to withdraw his contributions, with interest; or
he may leave them with the insurance company. If he leaves them with the
company he will receive retirement income, beginning at his retirement date.
Employees with 13 or more years of credited service under the plan receive,
beginning at retirement date, their own as well as the cooperative's
contributions made in their behalf up to the date of their termination of
employment. If an eii$)loyee at any time withdraws his own contributions,
however, he forfeits all rights to a retirement income.

An employee does not necessarily have to terminate employment with the coop-
erative or retire to get his contributions from the pension plan. He can
get his own contributions ret\irned to him at any time he wishes to cancel
the plan; and by virtue of the 15-year vesting clause, the cooperative's
contributions also accrue to the member after 15 years of service under the
plan.

As stated earlier, the plan provides that for those leaving the association
or cancelling the plan after 15 years of service, the fund will remain with
the Insurance company until retirement age for a pension at that time.
However, the cooperative has promised to refund all money received from the
insurance company on such accounts to employees who have an immediate need
for money and wish to receive their contributions in cash.

Interest

In determining the benefits payable at death and at termination on contribu-
tions made after January 1, 19*^6, Interest is calculated at the rate of 2

percent compoimded annually on each year's contributions from the January 1

following the date contributions were made to the first of the month of

death, termination or retirement, whichever occurs first.
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The Insurance conipany reserves the right to change the rate of Interest,
including the rules used In determining the amount payable In case of
termination of service. In the event a change Is made, contributions made
before the date of change will not be affected.

Leave of Absence

If an employee is granted a leave of absence or is in active military service,
his contributions and the cooperative's contributions in his behalf cease.
Contributions previously made remain to his credit and, upon resumption of
his earnings, contributions are resumed. Such leave of absence is not
considered as termination of service in determining termination benefits.

Amendment or Discontinuance of the Plan

The cooperative hopes and expects to continue the group annuity contract
Indefinitely, and every effort has been made to arrange the contract so that
it will meet futtire conditions insofar as they can be foreseen. In order to
protect the cooperative against unforeseen conditions, however, the right to
amend or discontinue the contract is reserved by the cooperative.

If the contract is to be amended in a manner adverse in its effect on
members, they will be requested to consent to such amendment.

If the contract is discontinued, the cooperative cannot withdraw any contribu-
tions which it has made under the contract. In such event, each member—
whether or not he remains in the service of the cooperative and provided he
does not withdraw his own oontrlbutlons--will receive at retirement date the
retirement income purchased, under the contract prior to the date of discon-
tinuance, by his own contributions as well as those of the cooperative. If

~ upon discontinuance of the contract or thereafter, a member elects to withdraw
his contributions, the retirement Income at retirement date will be that
provided by cooperative contributions alone.

]Non-Contributory Pension Plan

This plan was established to provide some security for employees not covered
by the contributory retirement income plan just described. The contributory
retirement income plan is available to all enq>loyees after 6 months service
but is entirely voluntary. Approximately 90 percent of eligible employees are
members of the contributory plan. The other 10 percent are automatically
covered by this non-contributory plan.

This plan is administered by a bank and functions as follows:

The cooperative pays in for each employee covered by the plan 2 percent of the
employee's earnings each month. There is no vesting clause. Enq)loyees con-
tribute nothing and, therefore, they receive nothing unless they reach retire-
ment age. At that time they receive a monthly payment from the plan in the
form of a pension. No Ixxcap sum payments are made either to enqployees or to
beneficiaries in case of death before or after retirement.

As already indicated, participation in this plan is entirely automatic. How-
ever, employees are urged to join the contributory plan and must sign a waiver
if they decide not to do so. They may also withdraw from the contributory plan
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and enter this plan if they choose to do so. They always have the privilege of
reentering the contributory plan whenever they desire.

If an eiq)loyee is once in the non-contributory plan, however, and decides to
subscribe to the contributory pension, his participation in the non-contributory
plan ceases and cannot be reactivated.

Group Insurance Benefits

Employees of this association are provided with group life, major medical, and
health insurance benefits. The three plans are described separately on the
following pages.

Life Insuranee

Group life insurance is offered to all employees after 6 iiu>nths of service.
Eiiq>loyees with less than 15 years service pay a small percentage of the pre-
mium; after 13 years the cooperative pays all costs of the insurance. The
insurance is entirely voluntary but is available to all without medical
examination.

Total amount of group coverage available to each employee is $3,000. Special
features of the insurance follow: «

1. All en^loyees with 15 or more years service receive full life protection
of $3,000 with premium paid in full by the cooperative.

2. For employees who retire under the retirement income plan, the coopera-
tive continues $2,000 life coverage without cost to the employees. However,
this coverage is reduced 10 percent each year after the first complete year
of retirement.

3. For employees who reach retirement age but remain as active eiq>loyees,
the cooperative continues $2,000 life coverage without cost to eit^loyees.
When these employees sever employment or retire, the insurance is decreased
10 percent each year from age 60 or 6^,

4. The group life insurance has a total permanent disability clause of a
monthly Income for 5 years on which payments total $3,000 up to 60 years
of age.

3, When severing en^loyment with the cooperative, employees may convert their
group life Insurance without a medical examination.

Major Medical Insurance

A complete major medical health insurance plan is furnished each employee.
The entire premium is paid by the cooperative. The plan (Blue Cross and Blue
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Shield) is arranged by contract and is subject to change from time to time.
Any employee not desiring coverage under this plan receives a cash payment
from the cooperative.

Health Insurance

Health insurance is provided by the cooperative's Employees' Benefit Associa-
tion. This association, whose membership is composed of employees in all
departments of the cooperative, was organized in 1939. Its purpose is to
provide some cash income during periods of disability not covered by compen-
sation. All funds are furnished through the payments of dues by the Employees'
Benefit Association members. Membership is voluntary. All employees under
50 years of age at the time of application are eligible to join.

Affairs of the Employees' Benefit Association are conducted by a board of
directors who are chosen by secret ballot of all members. The term of office
is 3 years.

Operation costs and services of the Employees' Benefit Association are held to

a minimum. Funds provided through payments of dues and earnings on investments
in excess of claim payments and expenses are invested in conservative securi-
ties to provide a reserve account. The board of directors of the Employees'
Benefit Association is authorized to provide a maximum service after an adequate
reserve has been accumulated. At their discretion, dues and benefit payments
can be changed. When the plan was first organized the charge was $1 a month
per member and the benefit was $20 a week for 7 weeks.

The following benefit rates became effective in 1955. Benefit periods were
limited.

3-12 months membership $20 a week

13-24 months membership .* 33 a week
Hospital additional 3 a day

Over 2U months membership..... '4-2 a week
Hospital additional........ .......o... ^ ^ (^ay

At a special meeting in 1960 the following proposal was made by the board of
directors of the Employees' Benefit Association:

Employees with 3 to 12 months membership In the plan to receive $30 per week
for 7 weeks;

13 to 21 months membership, $42 a week for 7 weeks plus $4 a day hospital
benefit for 23 days;
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Over Zk months membership, $51 a week for 7 weeks and $6 a day hospital
additional for 23 days;

Members with 10 years or more credit in the plan to receive 10 weeks coverage
plus 23 days hospital.

Rates of $2,50 a month per member. No member to receive benefits while on
vacation or when making up sick days unless hospitalized.

The proposal was voted on by the membership and received 100 percent acceptance.

This health insurance plan is organized, controlled, and paid for by employees.
The cooperative does not subsidize it in any way, but does give its whole-
hearted approval and cooperation. Monthly dues are collected by payroll
deductions and turned over to the Employees' Benefit Association.

Salary Plus Commission for Salesmen

Salesmen of this association are covered by employee incentive plans and
benefits the same as any other employee. However, instead of receiving a

basic salary they are paid a guaranteed base cuaount plus a commission which
is based on each individual's actual sales.

The basic pay of salesmen is not as high as coiiq>arative wage scales in the
area, but this low wage scale is more than offset by the commission scale,
which is higher than average.

The association and the salesmen seem well pleased with the payment plan.
Salesmen are able to earn enough in commission payments to raise their total
pay, salary plus commission, to an amount higher than the community average
for conq)arable work.

In addition to the incentives and benefits provided salesmen along with all

other employees, the association furnishes the following incentives for sales-
men only:

Collection Bonus - Salesmen receive a bonus at the end of each month if they
succeed in keeping their delinquent accounts below an established basis.
Each salesman with no delinquent accounts receives a $10 bonus. Those with
delinquent accounts totaling less than 1 day's average sales for the month
receive a $3 bonus. A $2.^0 bonus Is paid if the delinquent accounts are
less than 2 days' average sales. Sales with delinquent accounts totaling as
much as 2 days' average sales do not receive a collection bonus for the month.

Reconciliation Bonus - Salesmen who keep their acco\ints carefully so that they
are not more than $5 over or short at the time of the monthly reconciliation
receive a $3 monthly bonus*
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Sales Contests - Regxilar spring and fall sales contests are conducted with
prizes for salesmen who win.

Other Employee Benefits

Everyone working in the cooperative has a part in its control. There is

multiple responsibility and many organized groups work on different activities.
Teamwork is one of the secrets of the cooperative's success.

Junior Board of Directors

One of the most in^ortant of the employee organizations is the Junior Board of
Directors. This board is composed of seven members. They represent the pre-
ferred stockholders -- the employees.

Members of the Junior Board are all employees, elected by secret ballot. They
hold office for a 2-year term and cannot succeed themselves. However, they
can be reelected after having been out of office for at least a year.

Candidates to the Junior Board are nominated by a nominating committee selected
by the Senior Board each year. Junior Board membership includes representation
from the plant, garage, office, and sales departments. No supervisory person-
nel are included.

Suggestions concerning working conditions or improvements or any personnel or
union problems are submitted by employees to the Junior Board. The Junior
Board holds regular monthly meetings with management and makes suggestions for
improving plant and route operations, as well as cooperative policies.

Advice is given by the Junior Board to the Senior Board on the election of the

two employee members of the Senior Board. Recommendations are made following

a vote taken of all preferred stockholders conducted by the Junior Board. This

ballot is a major function of the Junior Board. However, in this respect the

Junior Board acts in an advisory capacity only.

Independent Employee I nion

Employees of this cooperative have an independent union which is entirely
separate from the cooperative. The union was formed over 20 years ago by the

employees when they voted to no longer be a part of an affiliated labor union.

Although membership is voluntary, almost 100 percent membership, excluding the

management group, is maintained by employees. The union is entirely separate
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from the cooperative and is controlled completely by employees. The associa-
tion does not influence employees in making their choice to join or to refrain
from joining the union.

The union acts in the capacity of a bargaining agent for wages, hours and
working conditions. Union representatives negotiate with management of the
cooperative and each year a contract agreement with the cooperative is agreed
upon.

An indication of the truly democratic operation of this independent employee
union is its method of handling elections. Members are allowed a 2-day vote
by ballot box to avoid minority control which can happen in floor elections.

This union has never been a problem to management of this cooperative — happy
agreements have always resulted from negotiations.

Actually, with stock ownership and profit sharing extended to all employees,
plus all the other employee benefits described here, such as representation on
the board of directors by employees, it is hard to tell where labor relations
begin in this cooperative. The success of the cooperative is of major impor-
tance to employee-members the same as it is to farmer-members.

Veterans Club /

All employees who have five years of service in the cooperative are invited to
join the Veterans Club. Members of the club receive a gold 5-year service pin
when they join. This is presented at the annual banquet of the club.

Members are honored with a jewel which is added to their pin at the end of
each additional 5-year period of service. After 10 years a ruby is added;
after fifteen, a saphire; after twenty, an emerald. And, after 25 years of
service, the other jewels are replaced by a diamond. This special reward for
service may not seem to all as important as money payments, but everyone ap-
preciates a pat on the back, and the 250 members of the Veterans Club of this
association are enthusiastic members who wear their service pins with pride.

The activities of this club and the annual banquet are sponsored by the Junior
Board of Directors.

Suggestion Box

All employees are urged to make any suggestions for improvements of any type.

The suggestion program applies to working conditions and employee problems as

well as operating procedures.
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A suggestion box is used for collecting suggestions. Most of the suggestions
are turned over to the Junior Board for recommendations. All are given due
consideration and those accepted are given an award. Past records show that
about 50 percent of all suggestions received awards ranging from $1 to $50.
While the larger number of suggestions have come from salesmen, some very
good ones have been submitted by plant and office employees.

Many employee benefits have grown out of the employee suggestion program. The
Junior Board of Directors was one of these.

Promotions from Within

New employees at this cooperative are hired with the understanding that they
can go as far as their ability, enthusiasm, and hard work will take them.
Promotions are made from within the organization, and the large number of
committee and employee participation groups provide opportunity for the
development of leadership. During the entire life of the cooperative, no one
has been brought in from the outside for a top position.

The cooperative maintains a membership waiting list — for both farmer members
and employee members.

Educational Aetivities '

As soon as a new employee is hired he is welcomed into the "family" by means
of an attractive employee manual. This manual tells him many important things
about the history, organizational structure, and operations of the cooperative.
It also summarizes the various activities in which he may participate and how
he will share in the benefits of the cooperative.

All employees, as well as producer members, are invited to attend the associa-
tion's annual meeting held each year early in February. At this meeting the
operations of the business are thoroughly explained. Oral reports are given,
printed reports distributed, and charts shown which illustrate changing trends
in the year's operations.

The annual summer picnic gives eir5>loyees another chance to meet producer members _
and their families as well as get better acquainted with each other. Some edu- tf

cational speaker along cooperative lines is also a feature of the picnic meeting
And, if some important matter needs to be discussed, it is called to the atten-
tion of members and employees at this time.

At the annual Christmas party religion and business merge into a common purpose.
This is a time for sharing and it is at these annual Christmas parties that the

cooperative distributes "profit-sharing" checks.
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Milk production is constantly changing. In order to keep membership well in-
formed so quality may be maintained, family night meetings are regularly held
in key locations. These meetings are primarily for discussion of current farm
trends and help to develop a better understanding among membership. In recent
years employee-members have been invited to attend the meetings. The program
and activity of these sectional farm meetings is supervised by a committee of
farm youth which is appointed by the board of directors.

In addition to the regularly scheduled meetings already mentioned, each year a /

dinner meeting is held for directors, staff members and foremen, and there is

an annual banquet for all employees with 5 years or more of service. All of
these meetings are of an educational nature, aimed at keeping employees and
producers informed.

The "Co-operator," published every two months, for and by the cooperative, is

mailed to the home of every employee and every farmer member. This newsy,
informal publication keeps the farmer and employee membership informed re-
garding all aspects of the cooperative and also the people connected with
it — farmers, employees, and patrons.

Special classes are conducted at the cooperative to educate new salesmen on
products, selling techniques, and cooperative principles. Much of the progress
of this association is attributed by management to the capable and well trained
sales force.

Employee Activities
,

An iiq>ortant part of the incentive program of this cooperative is the provision
for employee activities. In addition to the many meetings and employee organi-
zations already discussed several others should be mentioned.

CREDIT miON :-

A well organized credit union serves as a medivim for employees to help one
another with their financial problems. The credit union was organized in 1938

and has done a great deal over the years to encourage thrift and keep employees
from becoming involved with loan sharks by providing funds in time of need.

Banking facilities are made available to all members, a planned savings program
is offered, and short-term signature and mortgage loans are provided.

SAFETY PROGRAI'I '

•

^

.

A Safety Committee, consisting of five employees, meets once a month with an

insurance representative to check all driving accidents. This committee regu-

larly reviews the safety program of the cooperative, with special emphasis on

149



Cooperative V I

trucks and sales force operations. Members of the committee are elected by
ballot to serve nonsuccessive 2-year terms.

At the committee's monthly meeting all salesmen involved in an accident are
called in and given an opportunity to explain. The coimnittee decides who is

at fault and places negligence wherever they deem appropriate. However, primary
emphasis is placed on accident prevention. Safe driving awards are distributed «

each year to all salesmen who have not been charged with an accident during the |

year, and special awards at the end of each 5-year safe driving period.

The cooperative has had a good record with respect to keeping the number and
severity of accidents to a minimum. Active participation of employees in the
accident prevention program has been partly responsible for this success,

RECREATIONAL ACTIVITIES

Through a recreation league employees are provided opportunity for social con-
tact in athletic sports, hobbies, and entertainment fields chosen by employees.
The league sponsors at least one dance a year, baseball teams, bowling teams,

golf, and dartball.

The purpose of the recreation league is to promote greater fellowship among em-

ployees and their immediate families. A trophy case, located in the lobby of
the office entrance, displays the results of outstanding employee achievements
in athletic coii^>etition.

Competitive Wages

This cooperative pays employees wages equal to or better than those paid for

con^arable work in the local area. Employees also receive a full 40-hour
week of work. All of the "benefits" mentioned in this report are truly bene-
fits and not a means of adjusting low wage scales to competitive levels.

Vacations and Holidays

Annual vacations with pay are granted all employees. The length of the vacation
period is dependent on the years of service with the cooperative as indicated
in the following tabulation:

Tears of service

Weeks of
vacation
each year

1-2
3 - 9

10 - 19
20 and over

1
2
3
If
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plant en^loyees are granted six holidays with pay each year. Those in the
selling departments are limited to four.

On-Time Bonus '
'

,

-

In order to discourage tardiness and absenteeism, a bonus of $2.30 is paid at
the end of each month to all employees who were neither late nor tardy during
the month. -

>
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