
Association Fee Policy  & Proposed Change in Billing Procedure

Calculation of Association Fee:  A corporate member’s financial contribution to the support and development functions of the Association will be the lower of 4% of the member’s “net sales” or 25% of its “adjusted profit.”  Those terms are defined as follows for the purposes of this formula:

1. “Net sales” means income from sales after discounts given and without regard to “drawer out of balance” amounts, combined with any other income from operations (e.g. tip income). 


2. “Adjusted profit” means net profit adjusted by specific additions and subtractions:


a. Added back to net profit are the following: income taxes, patronage distribution, and depreciation/amortization related to the initial capitalization of the business.  These depreciation/amortization amounts shall be based on the schedule prepared for State income tax purposes.


b. Subtracted from net profit are principal payments on loans related to the initial capitalization of the business 


c. Due to variations in cooperative member’s compensation policies, net profit will be increased or decreased by the amount that the member’s total “labor compensation” for a period exceeds or falls short of 40% of “net sales” for the same period.  


i. “Labor compensation” includes all accrual-basis wages and benefits, as well as the associated workers compensation and payroll tax expenses.  


ii. While not an exhaustive list, specific examples of benefits include health insurance, dental insurance, supplementary health payments, personal education allotments (i.e. as opposed to group training costs), paid time off (e.g. vacation, holiday, and sick pay), and “founders credits.”

Billing of  Association Fees.  Association fees will be billed and paid as follows:  


1. During the term of its initial start-up loans (refinancing or payment acceleration not being a consideration) a member cooperative will be billed quarterly using data from its financial statements. When a quarter’s financial activity results in a negative association fee amount, a credit will be carried forward and applied to fee billings for subsequent quarters of that fiscal year until it is fully depleted.


2. A member cooperative which has gone beyond the term of its initial start-up loans (refinancing or payment acceleration not being a consideration) will be billed quarterly at a rate equal to one-fourth of the final fee calculations for its most-recently closed fiscal year.  Shifting to estimated billings based on prior-year fees will take place in the member cooperative’s first fiscal year beyond the term of the initial start-up loans.  (For example:  Cooperative A’s payment schedule for its start-up loans calls for it to make its first repayment 8/1/07 and last payment 8/1/12.  If it has a fiscal year ending March, billing would continue based on quarterly financials until the closing of its FYE 3/31/13 books.)


3.   The final calculation of a member cooperative’s fees for each fiscal year will be made during the preparation of its income tax return for that year after all adjustments have been made to its books.  Should the sum of the quarterly fee payments exceed the final annual calculation, the excess will be credited against amounts due in subsequent years until it is used up.


4.   Association fees for a given quarter are due 30 days after the end of that quarter or 15 days after the billing is mailed, whichever is later.
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