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Background

Declining number of cooperatives
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Cooperatives are merging or being acquired

Number of Cooperatives
Gross Business Volume (5 Billions)

1970 1980

Number of Cooperative




Problem

Operational Complexity What is the financial impact of a
strategic decision?

Why does this problem matter?
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Why does this problem matter?

Supply Chain Role Employer Competing Interests Enhanced Decision Making

KANsAS STATE
OMICS

What is a Pro-Forma Statement?

A financial statement that uses hypothetical data or
assumptions about future values to project
performance over a future period




Objective

=0 Develop and deliver a dynamic pro-forma
@ financial tool for farmer cooperative
senior leaders and directors

When would the pro-forma tool be used?




Target Audience

Kansas Farmer

61 Codp@ap@ratives
536 Locations
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Logic Model: Dynamic Pro-Forma Tool for Farmer Cooperatives

Situation: Operational complexity of U.S. farmer cooperatives has increased dramatically. The
_ financial impact of strategic decisions isn't always clear.

Outputs
Activities Participants

ACCC Staff Workshops Cooperative
leaders &
Stakeholders Online training directors
videos
Funding ACCC staff
Webinars
CoBank
Strategic
planning Cooperative
auditors
Tool updates
dissemination

Assumptions

1) Tool seen as intuitive & beneficial by users
2) Continued support from our partners

3) Users understand finance and accounting

Outcomes - Impact
Short Medium Lon

Independent ‘ Understand Increased
pro-forma | the business | confidence
analysis

Enhanced Regional &
Informed | decision national tool
decision | evaluation adoption
making processes
Strengthen
More time the farmer
created cooperative
| system across
the U.S.

External Factors

1) Perceptions and beliefs of users

2) Budgets are financially strained

3) Time availability for training/implementation
4) Policy changes that impact cooperatives




Extension Program Goals

@ Educate and demonstrate how cooperative senior leaders and
directors can use the tool to improve their strategic planning sessions

Provide online accessible resources and materials that aid users of the
tool

Ensure the tool is applicable and usable for Kansas cooperatives

Expected Behavioral Changes

~ Tool Use ® @ Informed Decisions
o © 1
W Senior leaders .\' Data driven
©

Directors Interdependenaes

Query
Assumptions

Growth rates
Margins
Projections




Learning Outcomes
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Pro-forma Analysis Understand the Enhanced Evaluation
Business Process

Expected Use of Information

Support or Refute Proposed
Decisions

Impact of Assumptions

Feasibility of Assumptions

Evaluate Competing Strategic
Decisions




Research Methods

Investment banking models
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Pilot Program
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Results

Dynamic Pro-Forma Tool for Farmer
Cooperatives

Income Statement O

/
Balance Sheet |

Results

Dynamic Pro-Forma Tool for Farmer
Cooperatives

3. Projections . 1. Historicals

2. Schedules




Dynamic Pro-Forma Tool Preview

SCHEDULES.
FISCAL YEAR 20078 20188 20194 2020F 2021F 2022F 20237 2024P
FISCAL YEAR END DATE 83117 8/31/18 8/31/19 8120 8121 &122 83123 83124

PO GROWTH RATES & MARGINS

GRAIN SALES GROWTH 15-; IJ; 152%) 42.7% 2% (2.6%) a.1%)
SUPPLY SALES GROWTH 154% 79% (10.8%) 8% 0% (6.9%) (14%)
COMMERCIAL AND WHOLESALE GROWTH 46.8% (6.8%) [29.1%) 17.9% 48% [05%) {1.1%)

Ta% 3.2%)

TOTAL SALES GROWTH 5% (11.3%) 30.7% 156% (29%)

COGS - GRAIN AS % OF GRAIN SALES 69.5% A% B6I% T9T% B1O0% B10% BS.0% BAO%
COGS - SUPPLY AS % OF SUPPLY SALES 221.3% 229.3% 153.1% 189.2% 215.4% 2154% mo0% 217.0%
COGS - COMMERCIAL & WHOLESALE AS % OF € & W SALES 3B.0% BE% 1% 05% 12% 12% 11% 13%

TOTAL COGS AS % SALES B9.0% B3.1% BOAN B8.0% S0.4% 90.0% S0.3%

KANsAS STATE
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Dynamic Pro-Forma Tool Preview

X RATIO ANALYSIS
FISCAL YEAR 2017A 20184 20194 20200 2021P 2022p 2023p 2024P

FISCAL YEAR END DATE 8/31/17 8/31/18 8/31/19 8/31/20 8/31/21 8/31/22 8/31/23 8/31/24

X PROFITABILTY
LOCAL SAVINGS RATIO (5.9%) (3.2%) (1L.7%) (1.3%) (1.3%) (0.9%)

TOTAL SAVINGS RATIO . | 0.8% 4.2% 17% . 3.0%
GROSS MARGIN RATIO { 3 . 12.0% B.9% X 10.0%
OPERATING EXPENSE TO SALES RATIO . . 13.8% 10.4% . 12.3%
LABOR RATIO . x . 5.3% 4.7% 5 6.1%

I RETURN ON EQUITY . . L 8.6% 4.4% | 6.8%

RETURN ON ASSETS A . 5.6% 2.3% ¥ 4.7%

AGRICULTURAL ECONDMICS
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Delivery Methods

=

Kansas State University Online Events &

Workshops EventS Webinars PUbllCatlonS

Co-op Finance Program Training Videos

Leadership Symposium for Cooperatives Fact Sheet Series
Radio Interviews

Delivery Methods

Agriculture @
To d ay g(.ms.i\s STATE

AgManager.info Radio/Podcast ACCC Twitter & Facebook

Managed by Managed by Managed by Managed by
K-State Agricultural Economics K-State Research & Extension | Arthur Capper Cooperative Center | K-State Agricultural Economics
K-State Research &Extension

Fact sheets and Interviews and Tool, fact sheets, Event announcements, tool

recorded webinars announcements recorded webinars, and updates, links to fact
training videos sheets, recorded webinars,
and training videos




N

Gerald Méshange

Designing and leading
workshops

Presenting webinars
RédtrdjrigdtSheegsvideos
Updating the tool
Updating the ACCC site

Our team

P
Dr. Brian Briggeman

Designing and leading
workshops

Presenting webinars
RédlimgnEactiSiveets

Present at strategic meetings

KANsAS STATE

Delivery Challenges

@P
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User Questions
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Time Constraints




Evaluating Program Effectiveness

Pre & Post-Activity Tool Suggestions
Survey

Workshops Functionality
Webinars User Interface
Training videos

Bi-Annual Tool Survey \Iai(;v\yvr:oads £ WeEe

Ease of use {b ACCC site
Functionality J’ AgManager.info site

Use cases | I Training videos

Thank You

Questions?

Gerald Mashange | geraldm@ksu.edu
Dr. Brian Briggeman | bbrigg@ksu.edu
Kansas State University

Special thanks to: Seleise Barrett, Dr. Luis Pena-Levano, Dr. Ted Schroeder

CREDITS: This presentation template was created by Slidesgo,
including icons by Flaticon, and infographics & images by
Freepik




KANsAS STATE

Logic Model: Dynamic Pro-Forma Teol for Farmer Cooperatives

Situation: Business complexity of U.S. farmer cooperatives has increased dramatically. Cooperatives are handling more business volume, are making capital

investment decisions, and are striving to mest the evolving needs o

their farmer-owners. As

result, strategic planning sessions n

financial impact and interdependences of many strategic decisions in a limited amount of time. A dynamic pro-forma

cooperative senio

Staff from the Arthur
Capper Cooperative
Center (ACCC)

Commitment and

gagement from
stakeholders (CoBank,
Kansas Cooperative
Council, Lindburg Yogel
Pierce Faris)

Graduate student
researcher:

Departmen

Agricultural Economics
at Kansas Sta
University

Funding from ACCC and
partners (CoBank)

Advice and coordination
from/by stakeholders
and partners

Assumptions

1)Tool is taught, and through experiel
2)Senior leaders find the tool bene

cooperative to directors

pants have a basic understanding of f

eaders and directors.

Outputs

Activities

Short
courses/workshops
taught at Kansas State
University

Online training videos
and exercises hosted on
the ACCC website

Webinars for interactive
discussions on updates
of the tool

Tool updates
dissemination
[presentations,
webinars, workshops,
fact sheets, radio,

inance and a

Participants
Farmer cooperative
senior leaders and
directors

ACCC staff and graduate
students

lenders

Kansas cooperative
auditors

viewed as intuitive by users
mmunicating the current state of the

unting

Increased capacity to
conduct pro-forma
analysis independently.

s a direct result of
the online courses and
workshops that will be
taught.

Increased and richer

discussions between
irectors and managers

on strategic decisions

Extemal Factors

Outcomes — Impact
Medium

Increased
understanding of the
rrent state of the
perative by directors

Enhanced decision
evaluation processes in
strategic planning
sessions

Efficiencies gained in
evaluating options

time being made
available to discuss
other issues.

Increased confidence
of farmer cooperative
senior leaders and
directors of the
strategic decisions
they make to create
value for their

operative system
across the U.S.

1)Perceptions and beliefs of farmer cooperative senior leaders and directors
e

operative budgets are financ
training/implementation

Iy strained and time availability for

3)Policy changes on the treatment of farmer cooperatives




Dynamic Pro-Forma Tool Preview
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Dynamic Pro-Forma Tool Preview




Dynamic Pro-Forma Tool Preview
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Dynamic Pro-Forma Tool Preview

X PROFITABILITY
LOCAL SAVINGS RATIO
TOTAL SAVINGS RATIO
GROSS MARGIN RATIO
OPERATING EXPENSE TO SALES RATIO
LABOR RATIO
RETURN ON EQUITY
RETURN ON ASSETS

LEVERAGE

LOCAL LEVERAGE RATIO
TOTAL LEVERAGE RATIO
TOTAL LIABILITIES/ERITDA

DEBT SERVICE COVERAGE (0.641x) (0.023%)
EBITOA/INTEREST EXPENSE A 33

uauiniTyY

{0.011x)

WORKING CAPITAL (5]
CURRENT RATIO
WORKING CAPITAL/TOTAL SALES

CAPITAL STRUCTURE

RETAINED SAVINGS/MEMSER EQUITY 55.6% 54.5%
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Our Partners

ACCC Partners for the Dynamic Pro-Forma Extension

Program

W COBANK
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