PEOPLE’'S FOOD CO-0P
NATURAL FOODS MARKET & DELI

J

2022 ANNUAL REPORT

GENERAL MANAGER'S LETTER
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- We recruited and onboarded a Prepared Foods Manager in late 2022 and
she and her team have re-opened the hot bar, increased our prepared
foods offerings and are working diligently to re-open our café.

Greetings to the membership and staff of PFC as well as all our customers
and community members. | would like to express how appreciative | am for
this annual opportunity to sincerely thank those members and shoppers
who have supported our co-op in 2022 by shopping at PFC! And to thank and

acknowledge the excellent work of our amazing PFC staff! Look ahead to 2023 and beyond we have clear and necessary goals as an

organization: strong margin performance, expense control, and sales growth.
2022 continued a trend of challenging financial years for PFC. We ended the
year with -.4% sales growth over the previous year, higher than budgeted
expenses, and below budgeted margins all resulting in a negative net income.

- Our purchasing and operational teams are working tirelessly to make sure
our margin targets are being met while still delivering competitive prices,
excellent promotions, and delicious fresh products.

Although the financial result in 2022 was far from what we needed and were
aiming for, there are some bright spots and trends that deserve recognition:

- We have analyzed each vendor and service looking for areas where we can
cut or reduce any expenses possible.

- With the help of federal covid relief funds our cash position is
currently strong.

- While our profit margin achievement was below its target, we saw margins

- The final piece, sales, is something we will encourage and support through

product selection and quality, community marketing and engagement, and
a delightful shopping experience. Only you, the members and customers,
can ultimately control the outcome by shopping at the co-op.

strengthen throughout 2022 with 4022 being the highest achieved margin

arter of the year.
b y We need our membership and the greater Ann Arbor community to show

they value and support a co-op in Ann Arbor by shopping at it. We need your
support to survive and thrive!

- Similarly, while our sales growth was slightly negative compared to the
prior year, we rebounded from -1.7% sales growth during the construction
that closed our intersection in the Fall to only -.4% in less than a quarter.

and engaged, and in discussions with members I've
had this year, members continue to see the bene-
fits of the PFC and our model in the community.

PRESIDENT'S REPORT

PATRICK ZABAWA PRESIDENT

Our beloved People's Food Co-op of Ann Arbor re-
mains in a precarious state in 2023. Thanks to the
hard work of our general manager and staff, we've
received plentiful grants since COVID upended our
planning in 2020 and have minimized our losses,
and the PFC thus continues to hold sizable cash
reserves. On the other hand, the PFC continues to

run at a loss and is struggling to turn its losses into
sales growth.

I'm delighted, though, to see continued interest in
PFC from our community. New members continu-
ously join our co-op, three members applied to join
our Board of Directors this year, our Board is active

What is the board doing to plan for our future?
Since COVID upended our planning, we've slowly
but surely started revisiting our plans. Our imme-
diate focus is returning the store to profitability,
and that is contingent upon your and our shopper's
continued patronage of our store, but especially
growth and patron usage of our hot bar, prepared
foods, and soon-to-be-opened Cafe Verde.



PRESIDENT REPORT CONTINUED

Beyond the necessity of profitability, we're starting to revisit our Ends Policies - what values we stand for
- and our place in the community. To that end, our Board has been stepping up and plans to further ramp up
its engagement with the community, both in participating in making our store a better place to shop and in
gathering feedback from our members, shoppers, and others in our community. Our 2021 shopper survey
and 2023 focus groups have very much helped in those efforts - thank you to those who have participated!

With your continued patronage of and involvement in our co-op - and by the PFC discovering and living up
to the values of our community - we can thrive into the future, but great challenges remain in returning our

store to a cashflow-positive position.

SUSAN RANDALL

The People's Food Co-op financial picture
continues to be mixed. The fundamentals of our
Co-op are strong—the debt-to-equity ratio is low
(.4), new members continue to invest (net of 88
new members in FY 22), sales per labor hour
are competitive with coops nationally, and our
4th quarter sales increased over one year ago
by 3.7%. Yet this positive trend could not offset
the trials of earlier quarters. Sales for the full
year were stagnant at -0.4% compared to the
prior year. And most worrisome, negative net
earnings of -$198,289 puts the Co-op in
fiscal jeopardy and decreases our hard-earned
retained earnings.

The Co-op's turnaround business plan calls for
the full reopening of the Café. Hiring and staffing
have been challenges to achieve this. Yet full
reopening is key to the Co-op turnaround plan.

This year—2023-is a critical moment for the
People’s Food Co-op. We must increase sales. We
must end the year with a profit.

The Finance Committee was reestablished this
past year and assisted me in quarterly reviews
of the financial reports as well as a deep dive
into the full audit completed for 2021. Members
Matthew Graff, retired accountant, and Carol
Collins, former co-op general manager and con-
sultant, provide invaluable expertise, guidance
and, when appropriate, recommendations to the
Board of Directors.

TREASURER'S REPORT

The People’s Food Co-op Board participates

in the Coop Board Leadership Development
Program provided by Columinate, a national
coop consulting group. | completed the Financial
Training for Directors in November-December
(offered as webinar). One of many take-aways
was this nugget: profits in the grocery industry
are razor thin; the industry standard is just 1%.

The months ahead will be decisive for this
storied fifty-year plus institution. Please stay
connected...the People’s Food Coop needs your
engagement now more than ever.

Join us on Zoom.com for our

Virtual Board Meetings
visit our website for more details.

We love members to attend! Please bring
ideas, comments, & constructive criticism.
The meeting's agenda will be posted here
the weekend before.
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About

The Board of Directors are elected by PFC members
to represent them in setting policy and ensure the
financial well-being of the Co-op.

Member-owners are encouraged to participate in the
Co-op's decision-making process and to attend monthly
board meetings. Time is set aside for public comments
at the start of each meeting. Have a topic you would
like the board to consider? The deadline for member
requested agenda items is two weeks before the sched-
uled meeting. Contact president@peoplesfood.coop

for more information. Our board generally meets on
the third Wednesday of the month (subject as always to
occasional one-time shifts to accommodate events).

If you have any comments to share with us, contact any
of the directors.



FECFLE'S FOOD CODFERATIVE, INC.

BaALAMCE SHEETS
December 51, 2027 (Reviewed) and 2021 (Sudited)

2022 2021
ASSETS
CURRENT ASSETS
Cash 3 632 820 5 AE2 5098
Accounts racsivable 4413 4,951
Tax credits rece|vable . 47H, 164
Inventory 231 824 218,373
Frepaid scpenses 11,701 17 8651
Total currenit aszets Gril.E58 1.102, 738
Equipmeri and leasehald impravemsants - nat 183,312 184 851
OTHER ASEETE
Operating lease right-of-use asset B2 141 -
Finance l=ass right-of-usse assat 41.241 -
Equity and depesits in other cooperatives 1448348 166,381
Deferrad taxes, net 213,040 156,000
Securty deposits 16564 16,568
Toltal agsets 3 21438588 % 1516518
LIABILITIES &AND MEMBERS" EQUITY
CURREMT LIABILITIES
Accounis payable 3 181198 £ 181,030
Accrued l@bililies 17,0495 56,808
Current porticn of aperating lease Babilties 130,032 -
Current portion of finance lease liahiWies 16,956 -
Current particn of long-term debt 1.889 1,268
Total current Babililies 47,140 238207
Operating lease liabiliies. less current portion 72876 -
Finance eass kahilties, less cument portion 25440 -
Lang-lerm debt less cunment portion. red 143,111 148,731
Total long-temrm liatdities TA6.877 148,731
Total llabdites 1,083,847 JET 8386
MEMBERS ECLITY
Members' shares o4 082 884 322
Fetaired sarnings 14352710 3d4 250
Tolal members" squity 1,055,052 1,226 561

Tofal liakilities and members” equity 3 #1144 -E-ﬁﬂ__ * 1816518




FPEOFPLE'S FOOD CCOPERATIVE, INC,

STATEMENTS OF CPERATIONS
Wears Ended Decambear 31, 2322 (Reviewed) and 2021 (Audied)

2022 2021
Armount 0 Lmaunt T
SALES REVENLUE
Salks ¥ 4083735 102.19 5 4.100,767 101.72
Less: Mamber discounks [BY 412] i2.149] 180 2ESh (1.72)
Mat sales 3,943 323 100,00 4,031,502 100.00
Cosgt of sales 2,077 54 &/.00 2.68672,112 66.25
Grogs pralil 1,518, 589 33.00 1.350,380 3372
DOFERATING EAFEMSES
Persannel M Z33 1,113,166 27.61
Deoupancy SB2.845 9.03 325,918 g.03
Ciparating expenses 180,541 4.52 194,331 4 82
Adminisrabye expenses 71408 1.79 Q4,234 1.486
Depreciation expense 38 876 0.87 44,620 1.1
Frormolions 30,753 Q.77 30,980 077
OVEMancs 18 443 .45 23052 0.57
Tetal cperating expenses 1,621 273 40.82 1,734,611 44 .30
Met lzss from cperations (312.204) {7.82] 430,221 C10.ET)
OTHER INCOME (EXPENSE]
Employes Relention Tax Credt . 814,277 15.24
Ciher income 62 443 1.58 0,966 024
Cither experse |E_4‘.'-'EI! {0.14) iTE1) (0,023
Tatal alher income 57015 1.42 §23,482 15.46
Met income (loss] before income taxes (255 789 13,40 195,261 4,749
FPrawislon Tar incaome taxes 57000 1.43

Met income (loss]) P 15483289 {4.57] 3 193 261 4,70




