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Billy J. Klug, CPA We have audited the accompanying consolidated financial statements of The Garden
, City Co-op, Inc., Garden City, Kansas and subsidiary which comprise the consolidated
P B biiien b balance sheets as of August31, 2016 and 2015, and the related consolidated

Brent L. Knoche, CPA statements of operations, comprehensive income, cash flows, and members' equity for

Brian W. Mapel, CPA the years then ended, and the related notes to the consolidated financial statements.
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Management’'s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with accounting principles generally
accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of
the consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements
based on our audits. We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a reasonable basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of The Garden City Co-op, Inc. and subsidiary as of August 31, 2016
and 2015, and the results of their operations and their cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

Certified Public Accountants

Dodge City, Kansas
November 14, 2016



THE GARDEN CITY CO-OP, INC.
Garden City, Kansas

CONSOLIDATED BALANCE SHEETS

August 31, 2016 and 2015

ASSETS
2016 2015
CURRENT ASSETS
Cash $ 367,825.57 $ 465,020.96
Accounts and notes receivable - trade 4,318,763.00 4,577,159.33
Allowance for doubtful accounts (50,000.00) (50,000.00)
Grains receivable - trade 27,398,392.14 17,950,024.17
Grain storage receivable 2,157,308.23 1,629,458.58
Margin deposits and derivative assets 120,689.51 0.00
Other receivables 2,871,683.76 2,923,008.24
Inventories 17,319,796.84 30,863,503.57
Prepaid commodities and expenses 3,829,951.99 4,641,059.12
Deferred tax assets 5,309.04 40,804.08
TOTAL CURRENT ASSETS 58,339,720.08 63,040,038.05
INVESTMENTS AND OTHER ASSETS
Corporate stock and equity 46,500,833.93 46,086,674.08
Limited liability companies 2,654,286.50 2,295,762.87
Cash surrender value of life insurance 244,412.31 241,025.07
Notes receivable 80,335.76 117,657.82
Other assets 5,627.83 11,354.83
TOTAL INVESTMENTS AND OTHER ASSETS 49,485,496.33 48,752,474.67
PROPERTY, PLANT, AND EQUIPMENT
Cost 92,919,811.23 91,133,847.72
Accumulated depreciation (47,901,682.97) (43,535,976.40)
NET PROPERTY, PLANT, AND EQUIPMENT 45,018,128.26 47,597,871.32
TOTAL ASSETS $ 152,843,344.67 $ 159,390,384.04
LIABILITIES AND MEMBERS' EQUITY
CURRENT LIABILITIES
Accounts, expenses, and taxes payable $  3,406,350.95 $ 6,667,807.50
Grains payable 8,493,169.42 5,479,996.56
Collections received in advance 605,352.27 69,225.52
Grain storage collected in advance 43,021.99 0.00
Current maturities of notes payable 29,994,678.06 33,854,834.50
Current maturities of capital lease obligations 1,314,044.76 1,245,553.94
Current maturities of patron notes payable 5,600,000.00 5,600,000.00
Patronage dividends payable 392,889.20 367,053.17
Income taxes payable 144,330.98 197,468.01
TOTAL CURRENT LIABILITIES 49,993,837.63 53,481,939.20
LONG-TERM LIABILITIES, excluding current maturities
Notes payable 14,445,000.00 17,720,000.00
Capital lease obligations 2,566,538.63 3,880,583.44
Grain contracts payable 606,112.57 789,764.65
Deferred income taxes 569,463.88 622,524.70
TOTAL LONG-TERM LIABILITIES 18,187,115.08 23,012,872.79
MEMBERS' EQUITY
Common stock 29,831,411.49 29,905,575.78
Participating stock 7,909,915.26 7,210,434.98
Patronage dividends 916,741.45 856,457.39
Retained savings 46,004,323.76 44,923,103.90
TOTAL MEMBERS' EQUITY 84,662,391.96 82,895,572.05
TOTAL LIABILITIES AND MEMBERS' EQUITY $ 152,843,344.67 $ 159,390,384.04

See accompanying notes.




THE GARDEN CITY CO-OP, INC.
Garden City, Kansas

CONSOLIDATED STATEMENTS OF OPERATIONS
For Years Ended August 31, 2016 and 2015

2015

2016
SALES
Grain $ 160,844,081.01
Supply 31,892,639.62

Commercial and wholesale

36,128,563.47

96,010,954.42
29,788,972.80
64,638,782.54

190,438,709.76

171,146,974.02

19,291,735.74

TOTAL SALES 228,865,284.10
COST OF SALES 208,227,039.69
GROSS MARGINS ON SALES 20,638,244.41
OTHER INCOME

Storage and handling 4,600,618.12
Drying income 436,414.60
Service income 1,167,832.36
Freight income 2,587,088.65
Gain (loss) on disposal of property, plant, and equipment (55,796.73)
Interest income and finance charges 78,440.08
Patronage dividends 2,791,907.84
Investment income and dividends on stock 1,093,874.92
Miscellaneous income 136,153.89

1,5636,058.93
397,463.21
882,306.16
3,228,553.59
27,065.63
52,628.14
4,476,611.38
768,878.58
219,166.83

TOTAL OTHER INCOME

12,836,533.73

11,588,732.45

GROSS SAVINGS

33,474,778.14

30,880,468.19

EXPENSES
Personnel costs 13,736,628.64
Fixed expenses 9,761,601.95
Other expenses 7,650,710.76

12,814,996.89

9,217,586.44
6,869,974.37

TOTAL EXPENSES 31,148,941.35 28,902,557.70
SAVINGS BEFORE INCOME TAXES 2,325,836.79 1,977,910.49
INCOME TAX BENEFIT (EXPENSE) 70,104.81 (333,127.50)
NET SAVINGS $ 2,395.941.60 1,644,782.99
DISTRIBUTION OF NET SAVINGS

Patronage dividends $ 1,309,630.65 1,223,510.56
Retained savings 1,086,310.95 421,272.43
TOTAL $ 2.395,941.60 1,644,782.99

See accompanying notes.



