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Introduction
2018 marked a year of transition for the Amana Society with the retirement of two key leaders,
President & CEO John Peterson in September and CFO Jim Mohni in October. The Amana Society
Board of Directors hired Greg Luerkens to replace Mr. Peterson in August. Mr. Luerkens is an
experienced CEO with a solid background in Operations, Sales, Organizational Development and
Logistics.
The year wasn’t without its challenges including flooding beginning in August and continuing
through the early part of October, pushing back the harvest. In spite of the climate challenges, the
Farms performed admirably. Additional challenges remained in Retail, Food and Pharmacy
businesses. The Service Company continued to outperform and the non-traditional farming
businesses of the Anaerobic Digester and the Substrate Hauling again proved to be a valuable
income generator. Amana Society posted a before-tax profit of $930,847, up 11% from 2017 if you
subtract the $881,582 of income generated by the Amana-Nordstrom hotel sales from the 2017 net
income of $1,720,033.
In August groundbreaking occurred on the $16.5 million Woolen Mill Redevelopment project
(Hotel Millwright) allowing us to leverage the deferred benefits from the Amana-Nordstrom hotel
sales and $6.673 million in primarily State and Federal funding grants and tax credits.
The following are details of the ASI business review for 2018.
Retail and Food
Retail and Food includes Food Royalties, Amana Breads, the Amana Meat Shop, the General
Store, the Amana Woolen Mill and Amana Furniture. In 2018, the businesses collectively showed a
pre-tax loss of $33,537 compared to a loss of $190,100 in 2017. In 2018, pre-tax income from
Amana Breads was down nearly $6,500 to a loss of $3,782. In 2019 we plan to transition Amana
Breads to a royalty model and eliminate facilities, equipment and personnel. Meat Shop pre-tax
2018 income of $190,640 was up from $111,778 in 2017 due to a successful Thanksgiving/
Christmas mail order campaign. The Amana General Store continues to perform in spite of its space
limitations with a before-tax profit of $268,208. Amana Furniture continued to struggle in 2018
with a loss of $336,776 however a reorganization and a redefinition of the current product lines is
underway for 2019. Although the Amana Woolen Mill lost $151,827 in 2018, it improved
dramatically over the loss of $266,745 in 2017. As this business has been redefined, we anticipate
continued improvement going forward primarily from redirection in marketing and growth in online sales.
Local Services
Local Services includes Pharmacy, Cedar Rapids Millwork, Amana Insurance, Real Estate
Development and Rental Properties. Local Services showed a 2018 before-tax profit of $201,430
compared to last year’s pre-tax profit of $19,048. The primary driver of the vast improvement can
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be attributed to the sale of the Amana Pharmacy business. Challenges around unpredictable fees
levied by insurance companies, slower than expected growth at the Tiffin Pharmacy, continued
pressure on costs from Medicare/Medicaid and national consolidation and partnering by huge
players including CVS/Target, Walgreens/AmerisourceBergen, Walmart/Humana and others made
it necessary to exit the pharmacy business.
Cedar Rapids Millwork felt pressure as single-family housing starts in Cedar Rapids, Iowa City and
Waterloo were all down collectively, as home builders in general struggled in the entire US. Amana
Insurance and Rental Properties were stable throughout 2018.
Traditional Agribusiness
Traditional Agribusiness includes Crop, Beef and Farm Administration. The Crop Division had a
solid year in spite of challenging conditions created by the flooding. We lost in excess of 400 acres
of soybeans however due to proper management, losses were mitigated through crop insurance.
Most of our bushels were specialty grains with the potential to sell at a premium, but with solid
corn yields, not all bushels sold qualified for the premium. Crop profits finished the year at
$1,361,655 in 2018 compared to a before tax profit of $1,822,217 last year. Beef prices held steady
in 2018 however inclement weather during calving put negative pressure on net income, showing
pre-tax loss of $280,566 in 2018 compared to $238,698 in 2017. It is important to note as well that
new management at the feed lot was put in place near the end of 2018 and is expected to help
reverse the negative income trend. Both the Beef and Crop businesses are essential to maintaining
the highly profitable Anaerobic Digester and Substrate Hauling operations discussed below.
Combining Crop and Beef results with Farm Administration left Traditional Agribusiness with a
pre-tax profit of $746,502 in 2018, compared to pre-tax profit of $1,264,657 in 2017 with the
notable difference in the crop results due to the 2018 flooding.
Other Agribusiness
Other Agribusiness includes Forestry, the RV Park, the Anaerobic Digester and Substrate Hauling.
These combined businesses showed a 2018 before-tax profit of $926,021 compared to $755,579 in
2017 and all divisions were individually profitable. The Anaerobic Digester has been eligible for a
state tax credit program for 10 years, however the program funds were committed to prospective
solar and wind projects, many of which were never built, for the first 7 of the those 10 years. We
applied and received state tax credits totaling $132,000 in addition to federal tax credits of $85,111
in 2018. In total, the Anaerobic Digester and Substrate Hauling generated income of $853,177
however we have now exhausted the 10-year federal tax credit program and have appealed, but
have not received a ruling to receive an approximate $170,000 for 2019 from the state. We argue
that we should continue to receive those credits for the next 7 years.
The RV Park generated pre-tax income of $56,434 in 2018 compared to pre-tax profit of $86,010 in
2017. Weather had a big impact the latter half of the summer and investment was made in some
much needed infrastructure, necessary to keeping the facility modern and functional. An investment
of $140,000 was made in a new office and welcome center that is out of the Price Creek flood plain.
Collectively, these businesses provide a stable earnings stream for the corporation helping to buy the
time necessary to make the appropriate adjustments in Amana Furniture and the Woolen Mill to
keep them viable.
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Utilities (Service Company)
The Service Company includes the Electric, Peak Generating and Water divisions. Utilities again
contributed $1,207,327 of pre-tax earnings in 2018, compared to $1,109,332 in 2017, and is the
most stable contributor to income.
In 2017, the 75% loan forgiveness for the water tower project was approved. Competitive bids for
the construction resulted in significantly lower costs than expected. The water tower project was
the most notable project for 2018 and is nearing completion. The last remaining step is the removal
of the old water towers in Amana, East, Middle, High and West projected to take place in 2019.
While this project will eventually increase long-term debt by about $1.5 million, it is all at low
interest rates of approximately 2.5% in the State Revolving Fund. This project brings the renovated
section of the water distribution system into compliance with all the new regulations and has
increased the quality and pressure of the water.
Corporate Division
Corporate Division includes General Corporate expenses (main office costs), Accounting, Human
Resources, Information Services, Marketing and Conservation Committee categories. These cost
centers support the various businesses and some costs are allocated accordingly. They include
senior management salaries, unallocated pension, medical, and other benefit costs and totaled a
2018 pre-tax loss (cost) of $1,731,997 compared to last year’s loss (cost) of $1,791,681. Marketing
expenses were down by $77,667, accounting expense was down by $40,191, and IT was down by
$39,011 but these were more than offset by an increase in Group Medical Expense of $193,372.
Community and Stockholder Services/Amana Nordstrom
Community and Stockholder Services includes “Old Class A” medical benefits and administration.
Some costs in this area are also from community services and donations. In 2018, this category
showed a pre-tax loss (cost) of $340,220, compared to last year’s loss (cost) of $328,384. The
primary driver is Old Class A medical costs. Due to development and administrative costs relate to
the Hotel Millwright project, Amana-Nordstrom shows a loss of $44,749 in 2018. In 2017, pre-tax
profit was $881,582, including gain on the sale of the two Holiday Inn Express hotels.
The Future
Our foundational businesses continue to be the Amana Farms and the Amana Service Company and
each will continue to provide stable sources of income. An area of emphasis will be the successful
nd
completion and launch of the Hotel Millwright scheduled for the 2 quarter of 2020. The biggest
financial challenges rest with eliminating the losses in three of our businesses. We’re confident that
the new staff in the beef operations will help to get this turned around. Two legacy businesses,
namely the Amana Woolen Mill and the Amana Furniture Shop are undergoing rebranding and
repositioning. If successful, each will have a major impact to the bottom line and although turning
these businesses around will be challenging, it presents significant opportunity, with every dollar of
improvement going straight to the bottom line. We’re also excited about opportunities we see to
grow the already profitable Amana Meat Shop. Sales growth of profitable products is necessary in
driving future success. We will pursue new opportunities as it makes financial or strategic sense for
the long-term success of the Amana Society.
Conclusion
Thank you to our shareholders for supporting our businesses that make up the Amana Society and
standing with us as we position our company for future success.
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Amana Society, Inc.
Comparative Financial Information
Years Ended December 31

Net sales

2018

2017

2016

2015

2014

$ 36,810,524

$ 36,430,655

$ 36,649,521

$ 34,222,896

$ 36,155,799

930,845

1,720,033

(206,149)

(72,065)

1,297,524

1,280,440

2,237,574

(107,916)

(42,759)

801,235

-0.3%

-0.1%

Income (loss) before income taxes
Net income (loss)
Percent of sales

3.5%

Stockholders' equity

18,113,516

Net income (loss) % of beginning
stockholders' equity

16,899,449

7.6%

Total debt (short and long-term)
Dividends per share - Class A
common stock

6.1%

14.9%

17,589,040
$

0.50

14,988,740

$

0.50

15,251,448

-0.7%

12,813,461

-

15,413,241

-0.3%

12,315,417
$

2.2%

5.1%

15,195,435
$

-

14,481,212
$

0.15
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Independent Auditor's Report

Board of Directors
Amana Society, Inc.
Amana, Iowa
We have audited the accompanying consolidated financial statements of Amana Society, Inc. and its subsidiaries,
which comprise the consolidated balance sheets as of December 31, 2018 and 2017, and the related consolidated
statements of income, comprehensive income, stockholders' equity, and cash flows for the years then ended, and
the related notes to the consolidated financial statements.
Management's Responsibility for the 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
consolidated financial statements that are free from material misstatement, whether due to fraud or error.
Auditor's 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 basis for our audit
opinion.

BERGANKDV, Ltd. | BERGANKDV.COM | DO MORE.
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Opinion
In our opinion, the consolidated financial statements referred to in the first paragraph present fairly, in all material
respects, the financial position of Amana Society, Inc. and its subsidiaries as of December 31, 2018 and 2017, and
the results of their operations and their cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Cedar Rapids, Iowa
April 17, 2019

BERGANKDV, Ltd. | BERGANKDV.COM | DO MORE.
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Amana Society, Inc.
Consolidated Balance Sheets
As of December 31, 2018 and 2017

Assets
Current assets
Cash and cash equivalents
Receivables
Trade, net
Note
Income taxes
Other
Inventories (Note 2)
Prepaid expenses
Other
Total current assets
Property and equipment, stated at cost (Note 8)
Land
Land improvements
Buildings and improvements
Machinery and equipment
Breeding herd
Construction in progress
Total
Less accumulated depreciation
Net property and equipment
Other assets
Notes receivable
Investment in Amana-Nordstrom, Inc. (Note 13)
Real estate held for development and resale
Other, net
Total other assets
Total assets

7

2018
$

887,074

2017
$

259,620

1,955,354
3,930
21,582
127,534
8,831,388
1,630,249
84,196
13,541,307

1,651,429
3,702
91,771
8,720,889
1,715,324
142,963
12,585,698

5,270,035
6,055,262
13,849,166
43,928,805
2,518,724
6,762,486
78,384,478
47,381,042
31,003,436

4,238,291
5,933,934
13,492,239
42,576,574
2,648,483
1,212,980
70,102,501
45,001,066
25,101,435

130,178
225,587
25,906
381,671

16,033
1,263,440
256,184
30,906
1,566,563

$ 44,926,414

$ 39,253,696

See notes to consolidated financial statements.

Amana Society, Inc.
Consolidated Balance Sheets
As of December 31, 2018 and 2017

Liabilities and Stockholders' Equity
Current liabilities
Operating notes payable (Note 3)
Current maturities of long-term debt (Note 4)
Accounts payable
Income taxes payable
Accrued expenses
Dividends payable
Deferred revenue
Total current liabilities
Long-term liabilities
Long-term operating note payable (Note 3)
Long-term debt (Note 4)
Deferred income taxes (Note 9)
Deferred revenue
Pension plan obligation (Note 7)
Total long-term liabilities
Stockholders' equity
Capital stock (Note 5)
Prior distributive
Old Class A common
New Class A common
Additional paid-in capital
Prior distributive stock
New Class A common stock
Retained deficit
Accumulated other comprehensive loss (Note 11)
Total stockholders' equity
Total liabilities and stockholders' equity

See notes to consolidated financial statements.

2018
$

2,653,562
706,135
1,726,098
1,634,407
151,290
726,000
7,597,492

2017
$

2,595,278
474,716
1,460,855
18,473
1,557,703
152,718
720,000
6,979,743

1,100,000
13,129,343
1,751,000
1,222,100
2,012,963
19,215,406

9,743,467
2,005,000
1,269,050
2,356,987
15,374,504

186,050
2,700
24,964

192,850
3,000
24,855

110,506
27,010,284
(7,150,707)
(2,070,281)
18,113,516
$ 44,926,414

110,506
26,250,921
(7,585,015)
(2,097,668)
16,899,449
$ 39,253,696
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Amana Society, Inc.
Consolidated Statements of Income
Years Ended December 31, 2018 and 2017
2018

2017

$ 36,810,524

$ 36,430,655

Cost of goods sold

23,439,943

23,591,929

Gross profit

13,370,581

12,838,726

3,901,081

4,015,732

15,614,494

15,190,147

1,657,168

1,664,311

Net sales

Other operating revenue (Note 8)
Operating expenses
Income from operations
Other income (expense)
Interest income
Interest expense
Income from Amana-Nordstrom, Inc.
Benefits and services to members (Note 6)
Total other income (expense)

5,455
(630,238)
(101,540)
(726,323)

2,904
(630,880)
789,283
(105,585)
55,722

Income before income taxes

930,845

1,720,033

Income tax benefit (Note 9)

349,595

517,541

Net income

9

$

1,280,440

$

2,237,574

See notes to consolidated financial statements.

Amana Society, Inc.
Consolidated Statements of Comprehensive Income
Years Ended December 31, 2018 and 2017
2018
Net income

$

1,280,440

2017
$

2,237,574

Other comprehensive income
Defined benefit pension plan
Net gain (loss) arising during the year
Amortization of net loss
Amount recognized due to settlement
Reclassification of hedge gain recognized in net income
Cash flow hedge gain arising during the year
Provision for income taxes
Total other comprehensive income
Comprehensive income

See notes to consolidated financial statements.

18,584
268,649
(19,300)
31,588
(89,856)
209,665
$

1,490,105

(321,620)
302,755
133,318
(92,280)
19,300
(12,442)
29,031
$

2,266,605
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Amana Society, Inc.
Consolidated Statements of Stockholders' Equity
Years Ended December 31, 2018 and 2017

Total

Prior
Distributive

Balance, December 31, 2016
Net income
Other comprehensive income
Purchase and cancellation of 471
shares of prior distributive stock
Issuance of 2,931 New Class A common stock
required to be issued due to the death of
Old Class A stockholders
Purchase and cancellation of 4,000
shares of Old Class A common stock
Purchase and cancellation of 2,199 shares of
New Class A shares
Dividends on prior distributive, New Class A,
and Old Class A shares

$ 14,988,740
2,237,574
29,031

$ 216,430
-

Balance, December 31, 2017
Net income
Other comprehensive income
Purchase and cancellation of 136
shares of prior distributive stock
Issuance of 2,899 New Class A common stock
required to be issued due to the death of
Old Class A stockholders
Purchase and cancellation of 3,000
shares of Old Class A common stock
Purchase and cancellation of 1,804 shares of
New Class A shares
Dividends on prior distributive, New Class A,
and Old Class A shares
Reclassification adjustment for
adoption of ASU 2018-02

16,899,449
1,280,440
209,665

Balance, December 31, 2018

11

(25,230)

Common Stock
Old
New
Class A
Class A
$

(23,580)

3,400
-

$ 24,782
-

-

-

-

293

842,354

-

(920,172)

-

(100,130)

-

-

(152,718)

-

-

-

192,850
-

3,000
-

24,855
-

-

-

-

290

(6,800)

(400)

(6,800)

(220)

847,885

-

(877,420)

-

(88,413)

-

-

(151,290)

-

-

-

-

-

-

-

$ 18,113,516

$ 186,050

2,700

$ 24,964

(300)

$

(181)

See notes to consolidated financial statements.

Amana Society, Inc.
Consolidated Statements of Stockholders' Equity
Years Ended December 31, 2018 and 2017

Additional Paid-in Capital
Prior
New Class A
Distributive
Common Stock
$

112,156
-

$

(1,650)

25,508,770
-

Accumulated
Other
Comprehensive
Loss

Retained
Deficit
$

(8,750,099)
2,237,574
-

$

-

-

-

-

842,061

-

-

-

-

-

(919,772)

(99,910)

-

-

-

-

-

(152,718)

110,506
-

26,250,921
-

(7,585,015)
1,280,440
-

-

-

-

-

-

847,595

-

-

-

-

-

(2,097,668)
209,665

(877,120)

(88,232)

-

-

-

-

-

(151,290)

-

182,278
$

(2,126,699)
29,031

110,506

$

27,010,284

$

See notes to consolidated financial statements.

(7,150,707)

(182,278)
$

(2,070,281)
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Amana Society, Inc.
Consolidated Statements of Cash Flows
Years Ended December 31, 2018 and 2017

Cash Flows - Operating Activities
Net income
Adjustments to reconcile net income to net
cash flows - operating activities
Depreciation
Amortization
Gain on sale of property and equipment
Deferred income taxes
Income from Amana-Nordstrom, Inc.
Difference in pension contribution and net pension cost
Changes in operating assets and liabilities
Receivables
Inventories
Prepaid expenses and other assets
Excess of outstanding checks over bank balance
Accounts payable and other liabilities
Income taxes receivable (payable)
Total adjustments
Net cash flows - operating activities

2018
$

Cash Flows - Investing Activities
Investment in Amana-Nordstrom, Inc.
Purchases of property and equipment
Proceeds from sale of property and equipment
Repayments from notes receivable, stockholders
Net cash flows - investing activities
Cash Flows - Financing Activities
Proceeds under revolving credit agreements
Payments under revolving credit agreements
Proceeds from long-term borrowings
Principal payments on long-term borrowings
Dividends paid
Purchases and cancellations of capital stock
Net cash flows - financing activities

1,280,440

2017
$

2,237,574

3,417,447
5,000
(590,514)
(343,856)
(56,791)

3,385,275
5,000
(237,290)
(535,442)
(789,283)
155,743

(454,061)
(110,499)
156,130
300,997
(40,055)
2,283,798
3,564,238

238,232
(317,296)
(309,188)
(578,263)
47,326
113,027
1,177,841
3,415,415

1,263,440
(9,998,570)
1,300,233
(7,434,897)

(4,585,553)
1,063,482
61,423
(3,460,648)

20,060,775
(18,902,491)
4,091,755
(474,460)
(152,718)
(124,748)
4,498,113

17,407,520
(16,293,632)
(615,844)
(203,178)
294,866

Net change in cash and cash equivalents

627,454

249,633

Cash and cash equivalents
Beginning of year

259,620

9,987

End of year

13

$

887,074

$

259,620

See notes to consolidated financial statements.

Amana Society, Inc.
Consolidated Statements of Cash Flows
Years Ended December 31, 2018 and 2017

Supplemental Disclosure of Cash Flow Information
Cash paid during the year for interest, net of amount capitalized

2018

2017

$

619,794

$

632,494

Supplemental Schedule of Noncash Investing and Financing Activities
Cancellation of Old Class A common stock and issuance of New Class A
common stock as a result of death of Old Class A stockholders
$

847,885

$

842,354

See notes to consolidated financial statements.
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Amana Society, Inc.
Notes to Consolidated Financial Statements
NOTE 1 – BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES
Nature of Business
The operations of Amana Society, Inc. and its subsidiaries (the “Society”) consist of the following: farming,
including crop and beef cattle production; furniture manufacturing and sales; woolen products manufacturing and
sales; general retail sales; food product manufacturing and sales; real estate development; utility service
operations; and insurance sales located in the Amana Colonies. The Society also owns a millwork operation
located in Hiawatha, Iowa. Revenues are not concentrated in any one particular business operation.
The Society's farming operations are directly influenced by commodity markets and the agricultural and beef
industries, and accordingly, its results of operations and financial condition may be significantly affected by
cyclical trends and general economic conditions in those industries.
During 2018, Amana-Nordstrom, Inc. established Amana Millwright, LLC, a wholly-owned subsidiary, which is
constructing a hotel and events center in Amana, Iowa.
Principles of Consolidation
The accompanying consolidated financial statements include Amana Society, Inc. and its wholly-owned
subsidiaries, Amana Farms, Inc. Amana Society Service Company and Amana-Nordstrom, Inc. (and its whollyowned subsidiary Amana Millwright, LLC). All material intercompany accounts and transactions have been
eliminated in the consolidated financial statements.
On January 17, 2018, the Company acquired the remaining 50% interest in Amana-Nordstrom, Inc. (see Note 13),
which was previously recorded under the equity method.
Accounting Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.
Cash Equivalents
Cash equivalents include highly liquid investments that are recorded at cost plus accrued interest, which
approximate market, and have original maturities of three months or less.
Receivables
Trade receivables are recorded at the invoiced amount based on company pricing policies. The Society's notes
receivable arose from sales of inventory, real estate and equipment. The Society evaluates its need for an
allowance for doubtful accounts by performing a review of outstanding receivables, historical collection
information, and existing economic conditions. The allowance for doubtful accounts was $56,741 and $85,513 as
of December 31, 2018 and 2017, respectively.
Trade receivables are due 30 days after the issuance of the invoice. Notes receivable are due in two and three
years. Trade receivables past due more than 90 days are considered delinquent. Delinquent receivables are written
off based on individual credit evaluations and specific circumstances of the customer. Interest is charged on the
customer's monthly statements for outstanding balances from previous months.
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Amana Society, Inc.
Notes to Consolidated Financial Statements
NOTE 1 – BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Concentrations of Credit Risk
Financial instruments which potentially subject the Society to concentrations of credit risk consist primarily of
cash, cash equivalents and trade receivables. The Society places its cash and cash equivalents with high credit
quality financial institutions. At times, the Society's cash and cash equivalents are in excess of the FDIC insurance
limit. The Society provides credit, in the normal course of business, to its customers. The Society performs
ongoing credit evaluations of its customers' financial condition and, generally, requires no collateral. The Society
had one customer who accounted for 24% and 23% of its trade receivables as of December 31, 2018 and 2017,
respectively. The Society had one customer who accounted for 16% and 17% of net sales for the years ended
December 31, 2018 and 2017, respectively.
Derivatives
As part of its trading activity, the Society generally follows a policy of hedging its grain and cattle transactions by
using a combination of futures, options, and forward sales contracts to protect gains and minimize losses due to
market fluctuations. All of the Society's outstanding derivative financial instruments are recognized in the
consolidated balance sheet at their fair values. The effect on earnings from recognizing the fair values of futures
and options contracts depends on their intended use, their hedging designation, and their effectiveness in
offsetting changes in the fair values of the exposures they are hedging. The Society designates future and option
contracts as cash flow hedges, forward contracts are accounted for as normal sale transactions.
Hedging losses recognized in the Society's consolidated statements of income as cost of goods sold totaled
$38,055 and $149,326 for the years ended December 31, 2018 and 2017, respectively.
When the Society enters into a grain or cattle sales commitment, it incurs risks related to price change and
performance (including delivery, quality, quantity, and shipment period). The Society is exposed to risk of loss in
the market value of its inventory in the event market prices decrease. The Society is also exposed to the risk of
loss on its fixed price and partially fixed price sales contracts in the event market prices increase.
Hedging arrangements do not protect against nonperformance by counterparties to forward sales contracts. The
Society evaluates exposure by reviewing contracts entered into with counterparties and adjusting the values to
reflect potential nonperformance. Risk of nonperformance by counterparties includes the inability to perform
because of the counterparty's financial condition and also the risk that the counterparty will refuse to perform on a
contract during periods of price fluctuations where contract prices are significantly different than current market
prices. Historically, the Society has not experienced significant events of nonperformance on open contracts.
The Society manages its concentration of counterparty credit risk on derivative instruments purchased and sold
through brokers and regulated commodity exchanges by evaluating the counterparty's financial condition prior to
entering into derivative contracts. The Society mitigates this risk by entering into transactions with high-quality
counterparties and does not anticipate any losses due to non-performance. As of December 31, 2018 and 2017, the
maximum amount of loss that the Society would incur if the counterparties to derivative instruments fail to meet
their obligations was $84,196 and $142,963, respectively.
Gains and losses on futures and options contracts used to hedge forecasted transactions are included in other
comprehensive income until the forecasted transaction occurs. All hedges were highly effective and no amounts
were reported in net income for the years ended December 31, 2018 and 2017. The maximum length of time that
the Society will use these contracts to hedge its exposure to the variability in future cash flows for forecasted
transactions would not exceed one year. Amounts in accumulated other comprehensive loss are reclassified into
earnings in the same period in which the hedged forecasted transaction occurs.
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NOTE 1 – BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Inventories
Inventories, except for feeder cattle, grain, woolen products, furniture manufacturing, and millworks are stated at
the lower of cost or market with cost determined on a last-in, first-out (LIFO) basis. Feeder cattle, grain, woolen
products, furniture manufacturing, and millworks are stated at the lower of cost or net realizable value with cost
determined on a first-in, first-out (FIFO) basis.
Property and Equipment
Property and equipment are stated at cost with depreciation computed under the straight-line method over the
estimated economic useful lives of the assets.
Long-Lived Assets
The Society records impairment losses on long-lived assets used in operations when events and circumstances
indicate that the assets might be impaired and the undiscounted cash flows estimated to be generated by those
assets are less than the carrying amounts of those assets. There were no impairment losses for the years ended
December 31, 2018 and 2017.
Real Estate Held for Development and Resale
Real estate held for development and resale is carried at the lower of cost or net realizable value.
Employee Benefits
The Society has a noncontributory defined benefit pension plan covering substantially all employees. The plan
was frozen on October 31, 2006. On or after that date no employees shall become an active participant and no
additional benefits shall accrue to previous eligible participants. The plan provides benefits based on the career
earnings of each participant, which are subject to certain reductions if the employee elects early retirement. The
Society's funding policy is to make the minimum annual contribution that is required by applicable regulations,
plus additional amounts determined by management, if those amounts are deductible for income tax purposes.
The Society also provides certain health care benefits to stockholders of Old Class A stock; a small minority of
the Old Class A stockholders are also current or retired employees of the Society. These individuals receive the
health care benefits solely by virtue of being Old Class A stockholders. These benefits are not within the scope of
Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 715, Compensation –
Retirement Benefits.
Income Taxes
Income taxes are provided for the tax effects of transactions reported in the consolidated financial statements and
consist of taxes currently due plus deferred taxes related primarily to differences between the basis of receivables,
inventories, certain prepaid expenses, investments, property and equipment, and certain accrued expenses for financial
and income tax reporting. The deferred tax assets and liabilities represent future tax return consequences of those
differences, which will either be taxable or deductible when the assets and liabilities are recovered or settled. Deferred
taxes also are recognized for tax credits that are available to offset future federal income taxes. The Society
accounts for any interest and penalties related to IRS assessments as income tax expense.
During 2017, the President of the United States signed into tax law the Tax Cuts and Jobs Act of 2017 (the Tax Act),
a comprehensive tax reform package that, effective January 1, 2018, among other things, revised the corporate
income tax rate to 21%. See Note 9 for the impact the Tax Act had on deferred income taxes.
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NOTE 1 – BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue Recognition
Revenue is recognized when goods are delivered or service is performed. Grain sales, which are subject to final
grade and weight determination at the destination point, are consistently estimated, and recorded at the time the
grain is shipped.
Deferred Revenue
During 2018 and 2017, the Society received payments from an entity which offset the cost of constructing storage
tanks for the storage of the entity's waste byproducts. The deferred revenue will be amortized on a straight-line
method over the life of the storage tanks.
Advertising Expenditures
Advertising costs are charged to expense when incurred and totaled $436,987 and $472,693 for the years ended
December 31, 2018 and 2017, respectively.
Sales and Excise Taxes
The Society records sales and excise taxes assessed on revenue producing transactions under the net method.
Shipping and Handling Costs
Shipping and handling costs are included in cost of goods sold.
Recently Adopted Accounting Pronouncement
The Society adopted Financial Accounting Standards Board (FASB) Accounting Standards Update (ASU) No.
2018-02, Income Statement – Reporting Comprehensive Income (Topic 220). This guidance requires a
reclassification from accumulated other comprehensive loss to retained earnings for stranded tax effects resulting
from the Tax Cuts and Jobs Act of 2017. The adoption of this guidance resulted in a reclassification of $182,278
from accumulated other comprehensive loss to retained earnings.
Recently Issued Accounting Pronouncements
Leases
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The new guidance will require all
leases to be recorded as assets and liabilities on the balance sheet. This update requires capitalization of “right-ofuse assets” and recognition of an obligation for future lease payments for most leases currently classified as
operating leases. Other leases currently classified as capital leases will be referred to as financing leases and will
continue to be recorded as assets and liabilities in a similar manner. This update is effective for annual reporting
periods beginning after December 15, 2019, with early adoption permitted. The Society is currently evaluating the
impact this standard will have on its consolidated financial statements.
Revenue Recognition
In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606). This
update will replace most existing revenue recognition guidance in U.S. GAAP when it becomes effective. The
standard will affect companies that enter into contracts with customers and provides a five step process for
determining when revenue should be recognized to match the transfer of goods or services. In August 2015, the
FASB issued ASU No. 2015-14 which defers the effective date one year making it effective for annual reporting
periods beginning after December 15, 2018, with early adoption permitted. The Society is currently evaluating the
impact this standard will have on its consolidated financial statements.
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NOTE 1 – BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Subsequent Events
Management has evaluated subsequent events through April 17, 2019, the date which the consolidated financial
statements were available for issue.
NOTE 2 – INVENTORIES
The composition of inventories as of December 31, 2018 and 2017, follows:
2018
Woolen Mill and Salesroom
General Store
Furniture Store
CR Millwork
Other Businesses
LIFO inventory reserve (adopted December 31, 1978)
Farm Inventories

Farm inventories are valued as follows:
Feeder cattle, at lower of FIFO cost or net realizable value
Grain, at lower of FIFO cost or net realizable value

$

606,678
497,830
1,170,675
1,011,549
478,642
(660,000)
3,105,374
5,726,014

2017
$

632,208
528,007
1,274,819
1,000,876
650,758
(820,000)
3,266,668
5,454,221

$ 8,831,388

$ 8,720,889

2018

2017

$ 2,345,788
3,380,226

$ 2,137,941
3,316,280

$ 5,726,014

$ 5,454,221

The carrying value of inventories, other than farm inventories, is as follows:

Lower of FIFO cost or net realizable value
Lower of LIFO cost or net realizable value

2018

2017

$ 2,238,467
866,907

$ 2,322,901
943,767

$ 3,105,374

$ 3,266,668

NOTE 3 – OPERATING NOTES
The Society has variable rate (4.5% as of December 31, 2018) lines of credit with a bank, under which the Society
can borrow the lesser of $7,500,000 or certain percentages of eligible trade receivables and inventories, which
expire August 14, 2019. As of December 31, 2018 and 2017, there was $2,653,562 and $2,595,278, respectively,
outstanding under the lines of credit. The outstanding balance is secured by substantially all business assets of the
Society.
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NOTE 3 – OPERATING NOTES (CONTINUED)
The Society has $6,500,000 available under a 3.88% fixed rate line of credit with a bank, which expires January
5, 2029. As of December 31, 2018, there was $1,100,000 outstanding under this line of credit. The outstanding
balance is secured by real estate.
NOTE 4 – LONG-TERM DEBT
5.04% bank note, payable in monthly installments of
$63,568, including interest, to December 2033,
collateralized by real estate.

2018

2017

$ 8,017,375

$ 8,366,507

724,911

796,346

-

13,307

4,091,755

-

1,001,437
13,835,478
706,135

1,042,023
10,218,183
474,716

$ 13,129,343

$ 9,743,467

4.125% bank note, payable in monthly installments of
$8,579, including interest, to April 2027, collateralized
by real estate.
2.67% bank note, payable in monthly installments of
$3,328, including interest, to April 2018.
1.75% Iowa Finance Authority forgivable loan, up to 75%
of the outstanding balance is forgiven if the Society
fulfills the contract requirements, payable in semiannual
installments of approximately $330,00, including interest,
to June 2038, collateralized by future operating revenues
of the associated water system being constructed.
4.74% bank note, payable in monthly installments of
$7,425, including interest, to January 2035, collateralized
by real estate.
Less current maturities

Maturities of long-term debt are as follows:
Year Ending December 31
2019
2020
2021
2022
2023
Thereafter

$

706,135
735,263
764,599
796,215
829,144
10,004,122

$ 13,835,478
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NOTE 4 – LONG-TERM DEBT (CONTINUED)
The Society's short-term operating note (see Note 3) and certain long-term debt require the Society to meet
various restrictive covenants, including among others, rent adjusted fixed charge coverage, tangible net worth, and
debt to tangible net worth.
NOTE 5 – CAPITAL STOCK
Pertinent information regarding the Society's capital stock is as follows:
Prior distributive stock:
•
•

7% noncumulative dividends.
Preferred over other classes in the event of liquidation and/or redeemable at the election of the Society at
a premium of $15 per share.
2018
$50 par value; 10,000 shares authorized; issued and
outstanding 3,705 shares (2018), 3,841 shares (2017)
Add: scrip outstanding representing fractional shares

2017

$

185,250
800

$

192,050
800

$

186,050

$

192,850

Old Class A common stock:
•
•
•
•
•
•
•

One vote per share.
The right to vote by proxy is not permitted.
Qualifies holder to receive certain benefits as provided by the Board of Directors.
Limited to 1,000 shares per stockholder.
Cannot be sold by the Society and any shares purchased by the Society cannot be reissued.
Shares equally with New Class A common stock in dividends and upon liquidation.
$.10 par value; 260,000 shares authorized; issued and outstanding 27,000 shares (2018) 30,000 shares
(2017).

The Society is required to purchase individual shares of its outstanding Old Class A common stock within 90 days
after demand by the stockholder or upon their death. The Articles of Incorporation stipulate that the purchase
price is to be the true value of the stock at the date it is tendered for redemption, or date of death of the
stockholder, and the true value is determined by a formula set forth in the Articles of Incorporation. The Articles
of Incorporation limit the cash payment by the Society for the redemption of the stock to a maximum of $10,000
for each 1,000 shares redeemed with the shares related to any additional redemption being exchanged for shares
of New Class A common stock.
Based upon the formula set forth in the Articles of Incorporation, the Society has a maximum cash contingent
liability of approximately $270,000 as of December 31, 2018, for the purchase of the remaining outstanding Old
Class A common stock, on 90 days demand. Any living Old Class A shareholder redeeming their shares will lose
all associated benefits conferred to Old Class A shares.
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NOTE 5 – CAPITAL STOCK (CONTINUED)
New Class A common stock:
•
•
•
•
•
•

One vote per share.
The right to vote by proxy is not permitted.
No stockholder is allowed to vote more than a combined total of 10,000 shares of Old Class A and New
Class A common stock.
The Society will not sell more than 1,000 shares to any purchaser nor will it sell shares that result in a
purchaser acquiring in aggregate stock ownership in excess of 1,000 shares.
Shares equally with Old Class A common stock in dividends and upon liquidation.
$.10 par value; 500,000 shares authorized; issued 249,644 shares (2018) 248,549 shares (2017).

Any stockholder who wants to sell any shares of New Class A common stock and who has received a good faith
offer for the purchase of the shares must first offer the shares to the Society for the same amount as the good faith
offer.
Shareholder rights plan
The Society has a Shareholder Rights Plan whereby each outstanding share of common stock has one Common
Stock Purchase Right (a “Right”). Such Rights only become exercisable or transferable apart from the common
stock, one business day after a person or group (an “Acquiring Person”) acquires beneficial ownership of or 10
days after an Acquiring Person commences or publicly announces a tender or exchange offer for 15% or more of
the Society's common stock.
Each Right may be exercised to acquire one share of the Society's common stock at an exercise price set at the
estimated long-term value of one share of common stock. Thereafter, upon the occurrence of certain events (for
example, if the Society is the surviving corporation of a merger with an Acquiring Person), Rights entitle holders
other than the Acquiring Person to acquire common stock having a value twice the exercise price of the Rights.
Alternatively, upon the occurrence of certain other events (for example, if the Society is acquired in a merger or
other business combination transaction in which the Society is not the surviving corporation), the Rights would
entitle holders other than the Acquiring Person to acquire common stock of the Acquiring Person having a value
twice the exercise price of the Rights.
The Rights may be redeemed by the Society at a redemption price of $.01 per Right any time prior to the public
announcement that a 15% position has been acquired. The Rights have an expiration date of July 31, 2026.
NOTE 6 – COMMITMENTS AND CONTINGENCIES
The Society, at the discretion of the Board of Directors, pays certain medical and dental expenses of Old Class A
common stockholders and their dependents. The medical and dental expenses paid for the benefit of covered
stockholders vary year-by-year and they bear no relationship to the equity holdings of that stockholder, therefore,
the Society recognizes the payments as an expense. The expense for health care benefits for Old Class A common
stockholders was $101,540 and $105,585 for the years ended December 31, 2018 and 2017, respectively.
The Society leases certain equipment, and land under short term lease agreements. Rent expense for the years
ended December 31, 2018 and 2017, was $426,546 and $397,936, respectively.
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NOTE 6 – COMMITMENTS AND CONTINGENCIES (CONTINUED)
The Society is subject to federal and state regulatory agencies which enforce laws and regulations regarding the
care, containment, and delivery of products which the Society handles. The Society is contingently liable for any
associated costs which could come from violation of these laws and regulations. In the opinion of the Society,
there are no known significant contingent liabilities relating to compliance with the rules and regulations
governing environmental issues; therefore, no provision has been recorded in the accompanying consolidated
financial statements for such contingencies.
As of December 31, 2018, the Society had spent approximately $4,230,000 on water tower upgrades. The total
cost of the projects are expected to be $6,250,000 and be completed in 2019.
As of December 31, 2018, the Society had spent approximately $2,028,000 on a hotel and events center project.
The total cost of the project is expected to be at least $14,000,000 and be completed by 2020.
NOTE 7 – RETIREMENT AND PROFIT SHARING PLANS
The Society has a noncontributory defined benefit plan. Information about the plan follows:
2018

2017

Accumulated benefit obligation

$ 9,258,841

$ 10,008,969

Projected benefit obligation
Fair value of plan assets

$ 9,258,841
7,245,878

$ 10,008,969
7,651,982

Funded status

$ (2,012,963)

$ (2,356,987)

Pension liability recognized in the consolidated balance sheets

$ (2,012,963)

$ (2,356,987)

Amount recognized in accumulated other comprehensive loss:
Net loss, before tax

$ 2,989,123

$ 3,276,356

12-31-18

12-31-17

Measurement date
Weighted-Average Assumptions as of December 31:
Benefit Obligations
Discount rate

4.10 %

3.55 %

Net Periodic Benefit Costs
Discount rate
Expected return on plan assets

3.55 %
5.50 %

4.05 %
5.50 %
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NOTE 7 – RETIREMENT AND PROFIT SHARING PLANS (CONTINUED)
The Society's expected long-term return on plan assets assumption is based on historical and future expected
returns of multiple asset classes which were analyzed to develop a risk-free real rate of return and risk premiums
for each asset class. The overall rate for each asset class was developed by combining a long-term inflation
component, the risk-free real rate of return, and the associated risk premium. A weighted average rate was
developed based on those overall rates and the target asset allocation of the plan.
2018
Net periodic pension cost
Employer contribution
Benefits paid
Settlement
Other changes in plan assets and benefit obligations
recognized in other comprehensive loss:
Net gain, net of tax

2017

$

230,209
287,000
424,043
-

$

452,743
297,000
339,294
406,740

$

201,063

$

80,117

The estimated net loss that will be amortized from accumulated other comprehensive loss into net periodic benefit
cost for the year ending December 31, 2019, is $261,169.
The fair value of the Society's pension plan assets are as follows:
Mutual Funds
Equity
Fixed income
Other

2018

2017

$ 1,694,947
4,760,448
790,483

$ 1,984,088
4,852,923
814,971

$ 7,245,878

$ 7,651,982

The plan's investments are pooled separate accounts which are presented at net asset value. The net asset value is
used as a practical expedient to estimate fair value which is based on the underlying assets owned by the funds,
minus liabilities, and then divided by the number of shares outstanding. As such, the pooled separate accounts are
not classified in the fair value hierarchy.
The Society's investment strategy is to build an efficient, well-diversified portfolio based on a long-term, strategic
outlook of the investment markets. The investment market outlook utilizes both historical-based and forwardlooking return forecasts to establish future return expectations for various asset classes. These return expectations
are used to develop a core asset allocation based on the needs of the plan. The core asset allocation utilizes
investment portfolios of various asset classes and multiple investment managers in order to help maximize the
plan's return while providing multiple layers of diversification to help minimize risk. The target allocations for
plan assets are 25% equity holdings, 65% debt securities, and 10% to all other types of investments. Equity
holdings primarily include large-cap, small/mid-cap and international company mutual funds. Fixed income
holdings include mutual funds, corporate bonds and mortgage and asset backed securities. Other types of
investments consist mainly of foreign bonds, various currencies and US stocks.
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The Society expects to contribute approximately $304,000 to its pension plan during the year ending December
31, 2019
The following benefit payments are expected to be paid by the pension plan:
Year Ended December 31
2019
2020
2021
2022
2023
2024-2028

$ 1,070,000
840,000
550,000
570,000
790,000
3,370,000

In addition, the Society has a retirement plan under Section 401(k) of the Internal Revenue Code covering
substantially all employees. The Society matches participant's contributions up to 50% of a designated percentage.
Additional amounts may be contributed at the option of the Society. The amounts contributed to the plan by the
Society for the years ended December 31, 2018 and 2017, were $110,230 and $100,880, respectively.
NOTE 8 – RENTAL INCOME COMMITMENTS
The Society leases several buildings and farmland to area businesses. These agreements expire between 2019 and
2114 with the majority of businesses having an option to renew the lease upon expiration of the original lease
term. Generally, these agreements are based on a minimum rental plus a varying percentage of gross sales. The
cost and related accumulated depreciation for these rental properties was approximately $2,578,000 and
$2,411,000, respectively, as of December 31, 2018, and $2,578,000 and $2,370,000, respectively, as of December
31, 2017.
The following is a schedule by years of the future minimum rental income to be received under all leases,
including buildings and farmland:
Year Ended December 31
2019
2020
2021
2022
2023
Thereafter

$

108,578
75,851
32,484
28,764
27,444
1,638,000

$ 1,911,121
Total real estate rental income included in other operating revenue in the consolidated statements of income for
the years ended December 31, 2018 and 2017, was $1,056,173 and $1,118,047, respectively.

25

Amana Society, Inc.
Notes to Consolidated Financial Statements
NOTE 9 – INCOME TAXES
Components of the income tax benefit for the years ended December 31, 2018 and 2017, consist of the following:
2018
Current
Deferred
Reevaluation of deferred taxes due to Tax Reform

2017

$

5,739
348,856
-

$

(17,901)
(518,558)
1,054,000

$

349,595

$

517,541

The benefit differs from the amount that would be obtained by applying federal statutory rates to income before
income taxes because no tax benefit has been provided for nondeductible expenses, the Society is subject to state
income tax expense, general business credits were used to offset calculated income taxes for the years ended
December 31, 2018 and 2017, net operating losses were used to offset calculated income tax for the year ended
December 31, 2017, and implementation of the Tax Act of 2017 resulted in a reevaluation of deferred taxes for
the year ended December 31, 2017.
The net deferred tax liability in the accompanying consolidated balance sheets includes the followings amounts of
deferred tax assets and liabilities:
2018
2017
Deferred tax assets
Deferred tax liabilities

$ 1,208,000
2,959,000

$ 1,256,000
3,261,000

Net deferred tax liability

$ 1,751,000

$ 2,005,000

The Society has general business credits totaling approximately $277,000, which expire in 2035 through 2038 and
approximately $63,000 that are carried forward indefinitely. The credits are available to offset future federal
income taxes. For the years ended December 31, 2018 and 2017, the Society generated state and federal tax
credits of approximately $249,000 and $224,000, respectively. The majority of these credits are renewable
electricity credits generated by production of the anaerobic digester.
NOTE 10 – SELF-INSURANCE
The Society is self-insured with respect to its health, dental and short-term disability insurance coverage. The
Society maintains reinsurance that carries a maximum annual claim of $70,000 per eligible individual covered
with an aggregate annual ceiling of 125% of annual claims. As of December 31, 2018 and 2017, the Society
recognized a liability of $62,500 for assumed claims.
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NOTE 11 – ACCUMULATED OTHER COMPREHENSIVE LOSS
Components and activity of the Society's accumulated other comprehensive loss as of and for the years ended
December 31, 2018 and 2017, follows:
Defined Benefit Pension Plan
Balance, December 31, 2016

$

Net loss arising during the year

Pre-Tax
Amount
3,390,809

Tax Benefit
(Provision)
$ (1,204,128)

Net of Tax
Amount
$
2,186,681

321,620

(96,486)

225,134

Amortization of net loss

(302,755) (a)

90,827 (c)

(211,928)

Amount recognized due to settlement

(133,318) (a)

39,995 (c)

(93,323)

Balance, December 31, 2017

3,276,356

(1,169,792)

2,106,564

(18,584)

5,575

(13,009)

Net gain arising during the year
Amortization of net loss

(268,649) (a)

Reclassification to retained earnings
Balance, December 31, 2018

-

Balance, December 31, 2016

(188,054)

186,892 (d)

186,892

$

2,989,123

$

Pre-Tax
Amount
(92,280)

Tax Benefit
(Provision)
$
32,298

Net of Tax
Amount
$
(59,982)

(19,300)

5,790

(13,510)

Cash Flow Hedge Gain

Cash flow hedge gain
Reclassification of hedge gain

$

80,595 (c)

92,280 (b)

(896,730)

$

(27,684) (c)

2,092,393

64,596

Balance, December 31, 2017

(19,300)

10,404

(8,896)

Cash flow hedge gain

(31,588)

9,476

(22,112)

Reclassification to retained earnings

-

Reclassification of hedge gain
Balance, December 31, 2018

19,300 (b)
$

(31,588)

$

(4,614) (d)

(4,614)

(5,790) (c)

13,510

9,476

$

(22,112)

(a) Included in the computation of net periodic pension cost (see Note 7).
(b) Included in cost of sales.
(c) Included in income tax benefit (provision).
(d) During the year ended December 31, 2018, the Society adopted ASU 2018-02 and reclassified stranded tax
effects attributable to the Tax Act from accumulated other comprehensive loss to retained earnings.
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NOTE 12 – FAIR VALUE MEASUREMENTS
Accounting guidance on fair value measurements for assets and liabilities requires that financial assets and
liabilities carried at fair value be classified and disclosed in one of the following categories:
Level 1: inputs are quotes prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: inputs are quoted prices for similar assets and liabilities in active markets or inputs that are
observable for the asset or liability, either directly or indirectly through market corroboration, for
substantially the full term of the financial instrument.
Level 3: inputs are unobservable inputs based on the Society's own assumptions used to measure assets and
liabilities at fair value.
A financial asset or liability's classification within the hierarchy is determined based on the lowest level input that
is significant to the fair value measurement.
Commodity futures and options contracts, included in other current assets on the consolidated balance sheet, are
measured at fair value based on quoted prices on active exchanges and as such are categorized as Level 1.
NOTE 13 – BUSINESS COMBINATION
On January 17, 2018, the Society acquired the remaining 50% interest in Amana-Nordstrom, Inc. when AmanaNordstrom, Inc. redeemed the shares of Nordy's, LLC. The remaining interest acquired was $1,263,440, which
consisted primarily of cash, and thus constituted what was used to determine fair market value on the date of
acquisition.
Amana-Nordstrom, Inc. has historically been accounted for as an unconsolidated affiliate under the equity method
of accounting. Concurrent with the acquisition, the Society has full rights in the governance of AmanaNordstrom, Inc. and began consolidating it upon acquisition.
Under the equity method of accounting, the Society previously reported its 50% share of net income of the
unconsolidated affiliate as other income in the consolidated statements of income. From the date of the
acquisition, the Society has reported the results of the operations of Amana-Nordstrom, Inc. in the appropriate line
items of the Society's consolidated statements of income.
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Independent Auditor's Report on Consolidating
and Other Supplementary Information
Board of Directors
Amana Society, Inc.
Amana, Iowa
We have audited the consolidated financial statements of Amana Society, Inc. and its subsidiaries as of and for
the years ended December 31, 2018 and 2017, and our report thereon dated April 17, 2019, which contained an
unmodified opinion on those consolidated financial statements, appears on pages 5 and 6. Our audits were
performed for the purpose of forming an opinion on the consolidated financial statements as a whole. The
consolidating information on pages 30 - 35 is presented for purposes of additional analysis of the consolidated
financial statements rather than to present the financial position, results of operations, and cash flows of the
individual companies, and it is not a required part of the consolidated financial statements. Accordingly, we do
not express an opinion on the financial position, results of operations, and cash flows of the individual companies.
The supplementary information on pages 4 and 36 is presented for purposes of additional analysis and is not a
required part of the consolidated financial statements. The consolidating information (pages 30 - 35) and other
supplementary information (pages 4 and 36) is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the 2018 and 2017 consolidated
financial statements. The consolidating and other supplementary information has been subjected to the auditing
procedures applied in the audit of those consolidated financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the consolidated financial statements or to the consolidated financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the consolidating and other supplementary information is fairly stated in all material
respects in relation to the consolidated financial statements for the years ended December 31, 2018 and 2017, as a
whole.
We also have previously audited, in accordance with auditing standards generally accepted in the United States
of America, the consolidated balance sheets of Amana Society, Inc. and its subsidiaries as of December 31, 2016,
2015, and 2014, and the related consolidated statements of income, comprehensive income, stockholders' equity,
and cash flows for each of the three years in the period ended December 31, 2016 (none of which is presented
herein), and we expressed unmodified opinions on those consolidated financial statements. Those audits were
performed for purposes of forming an opinion on the consolidated financial statements as a whole. The 2016,
2015, and 2014 supplementary information on page 4 is presented for purposes of additional analysis and is not a
required part of the consolidated financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the 2016,
2015, and 2014 consolidated financial statements. The information has been subjected to the auditing procedures
applied in the audit of those consolidated financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the consolidated financial statements or the consolidated financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the 2016, 2015, and 2014 supplementary information on page 4 is fairly stated in all material
respects in relation to the consolidated financial statements from which it has been derived.

Cedar Rapids, Iowa
April 17, 2019
BERGANKDV, Ltd. | BERGANKDV.COM | DO MORE.
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Amana Society, Inc.
Consolidating Balance Sheet
As of December 31, 2018

Assets
Current assets
Cash and cash equivalents
Receivables
Trade, net
Note
Income taxes
Other
Inventories
Prepaid expenses
Other
Total current assets
Property and equipment
Land
Land improvements
Buildings and improvements
Machinery and equipment
Breeding herd
Construction in progress
Total
Less accumulated depreciation
Net property and equipment
Other assets
Receivables from affiliates
Notes receivable
Investment in wholly-owned
subsidiaries
Real estate held for development
and resale
Other, net
Total other assets
Total assets

30

Amana Society,
Inc.

Amana Farms,
Inc.

Amana Society
Service
Company

$

$

$

886,371

600

103

Consolidated
Totals

Eliminations
$

-

$

887,074

1,336,916
3,930
21,582
1,154
3,012,783
103,948
5,366,684

143,095
126,380
5,726,014
1,358,625
84,196
7,438,910

475,343
92,591
167,676
735,713

-

1,955,354
3,930
21,582
127,534
8,831,388
1,630,249
84,196
13,541,307

5,268,298
1,608,325
9,472,017
4,372,586
2,191,099
22,912,325
13,834,011
9,078,314

3,992,580
2,355,712
17,367,914
2,518,724
318,003
26,552,933
14,336,160
12,216,773

1,737
454,357
2,021,437
22,188,305
4,253,384
28,919,220
19,210,871
9,708,349

-

5,270,035
6,055,262
13,849,166
43,928,805
2,518,724
6,762,486
78,384,478
47,381,042
31,003,436

9,297,755
130,178

6,137,746
-

10,095,205
-

25,530,706
-

130,178

19,044,863

-

-

19,044,863

-

225,587
20,000
28,718,383

6,137,746

5,906
10,101,111

44,575,569

225,587
25,906
381,671

$ 43,163,381

$ 25,793,429

$ 20,545,173

$ 44,575,569

$ 44,926,414

Amana Society, Inc.
Consolidating Balance Sheet
As of December 31, 2018

Liabilities and Stockholders' Equity
Current liabilities
Operating notes payable
Current maturities of long-term debt
Accounts payable
Accrued expenses
Dividends payable
Deferred revenue
Total current liabilities
Long-term liabilities
Long-term operating note payable
Long-term debt
Deferred income taxes
Deferred revenue
Pension plan obligation
Total long-term liabilities

Amana Society,
Inc.

Amana Farms,
Inc.

Amana Society
Service
Company

$

$

$

2,653,562
366,318
1,627,246
1,236,119
151,290
6,034,535
1,100,000
6,732,406
(925,000)
2,012,963
8,920,369

42,552
31,254
196,318
726,000
996,124

297,265
67,598
201,970
566,833

Consolidated
Totals

Eliminations
$

-

$

2,653,562
706,135
1,726,098
1,634,407
151,290
726,000
7,597,492

958,885
1,972,000
1,222,100
4,152,985

5,438,052
704,000
6,142,052

-

1,100,000
13,129,343
1,751,000
1,222,100
2,012,963
19,215,406
-

Long-term debt, affiliates

10,094,961

9,298,003

6,137,742

25,530,706

Stockholders' equity
Capital stock
Additional paid-in capital
Retained earnings (deficit)
Accumulated other comprehensive
income (loss)
Total stockholders' equity

213,714
27,120,790
(7,150,707)
(2,070,281)
18,113,516

1,800,000
9,524,206

500
207,135
7,490,911

1,800,500
207,135
17,015,117

213,714
27,120,790
(7,150,707)

22,111
11,346,317

7,698,546

22,111
19,044,863

(2,070,281)
18,113,516

$ 25,793,429

$ 20,545,173

$ 44,575,569

Total liabilities and stockholders' equity

$ 43,163,381

$ 44,926,414
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Amana Society, Inc.
Consolidating Balance Sheet
As of December 31, 2017

Assets
Current assets
Cash
Receivables
Trade, net
Note
Other
Inventories
Prepaid expenses
Other
Total current assets
Property and equipment
Land
Land improvements
Buildings and improvements
Machinery and equipment
Breeding herd
Construction in progress
Total
Less accumulated depreciation
Net property and equipment
Other assets
Receivable from affiliates
Note receivable
Investment in wholly-owned
subsidiaries
Investment in Amana-Nordstrom, Inc.
Real estate held for development
and resale
Other, net
Total other assets
Total assets
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Amana Society,
Inc.

Amana Farms,
Inc.

Amana Society
Service
Company

$

$

$

259,017

500

103

Consolidated
Totals

Eliminations
$

-

$

259,620

1,195,318
3,702
62,766
3,173,160
155,497
4,849,460

66,990
29,005
5,454,221
1,416,312
142,963
7,109,991

389,121
93,508
143,515
626,247

-

1,651,429
3,702
91,771
8,720,889
1,715,324
142,963
12,585,698

4,236,554
1,608,325
9,423,679
4,398,872
19,667,430
13,592,874
6,074,556

3,871,252
2,052,269
16,285,863
2,648,483
441,103
25,298,970
13,129,757
12,169,213

1,737
454,357
2,016,291
21,891,839
771,877
25,136,101
18,278,435
6,857,666

-

4,238,291
5,933,934
13,492,239
42,576,574
2,648,483
1,212,980
70,102,501
45,001,066
25,101,435

9,513,274
16,033

5,387,637
-

7,921,980
-

22,822,891
-

16,033

17,227,787
1,263,440

-

-

17,227,787
-

1,263,440

256,184
25,000
28,301,718

5,387,637

5,906
7,927,886

40,050,678

256,184
30,906
1,566,563

$ 39,225,734

$ 24,666,841

$ 15,411,799

$ 40,050,678

$ 39,253,696

Amana Society, Inc.
Consolidating Balance Sheet
As of December 31, 2017

Liabilities and Stockholders' Equity
Current liabilities
Operating notes payable
Current maturities of long-term debt
Accounts payable
Income taxes payable
Accrued expenses
Dividends payable
Deferred revenue
Total current liabilities

Amana Society,
Inc.

Amana Farms,
Inc.

Amana Society
Service
Company

$

$

$

2,595,278
348,998
1,378,064
18,473
1,219,880
152,718
5,713,411

53,822
18,615
154,341
720,000
946,778

71,896
64,176
183,482
319,554

Consolidated
Totals

Eliminations
$

-

$

2,595,278
474,716
1,460,855
18,473
1,557,703
152,718
720,000
6,979,743

Long-term liabilities
Long-term debt
Deferred income taxes
Deferred revenue
Pension plan obligation
Total long-term liabilities

7,098,724
(638,000)
2,356,987
8,817,711

1,001,504
1,697,000
1,269,050
3,967,554

1,643,239
946,000
2,589,239

-

9,743,467
2,005,000
1,269,050
2,356,987
15,374,504

Long-term debt, affiliates

7,795,163

9,640,091

5,387,637

22,822,891

-

220,705
26,361,427
(7,585,015)

1,800,000
8,303,522

500
207,135
6,907,734

1,800,500
207,135
15,211,256

220,705
26,361,427
(7,585,015)

(2,097,668)
16,899,449

8,896
10,112,418

7,115,369

8,896
17,227,787

(2,097,668)
16,899,449

$ 24,666,841

$ 15,411,799

$ 40,050,678

Stockholders' equity
Capital stock
Additional paid-in capital
Retained earnings (deficit)
Accumulated other comprehensive
income (loss)
Total stockholders' equity
Total liabilities and stockholders' equity

$ 39,225,734

$ 39,253,696
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Amana Society, Inc.
Consolidating Statement of Income
Year Ended December 31, 2018

Net sales
Regular
Interdepartmental

Amana Society,
Inc.

Amana Farms,
Inc.

Amana Society
Service
Company

$ 18,101,317
18,830
18,120,147

$

$

Cost of goods sold

9,740,882
7,163
9,748,045

8,968,325
311,086
9,279,411

Consolidated
Totals

Eliminations
$

337,079
337,079

$ 36,810,524
36,810,524

11,878,775

6,633,923

5,264,324

337,079

23,439,943

Gross profit

6,241,372

3,114,122

4,015,087

-

13,370,581

Other operating revenue

1,255,434

3,578,693

444,396

1,377,442

3,901,081

Operating expenses

9,153,938

4,712,412

3,125,586

1,377,442

15,614,494

(1,657,132)

1,980,403

1,333,897

-

1,657,168

Income (loss) from operations
Other income (expense)
Interest income
Interest expense
Benefits and services to members
Total other expense

5,455
(195,858)
(101,540)
(291,943)

Income (loss) before income taxes
and subsidiaries

(1,949,075)

Income tax benefit (provision)
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2,303,860
$

1,280,440

1,207,327

(451,910)

(1,023,420)

Income from subsidiaries

(126,570)
(126,570)

1,672,593

925,655

Income (loss) before subsidiaries

Net income

(307,810)
(307,810)

$

(124,150)

-

5,455
(630,238)
(101,540)
(726,323)

-

930,845

-

349,595

1,220,683

1,083,177

-

1,280,440

-

-

2,303,860

-

1,220,683

$

1,083,177

$

2,303,860

$

1,280,440

Amana Society, Inc.
Consolidating Statement of Income
Year Ended December 31, 2017

Net sales
Regular
Interdepartmental

Amana Society,
Inc.

Amana Farms,
Inc.

Amana Society
Service
Company

$ 18,341,527
20,587
18,362,114

$

$

Cost of goods sold
Gross profit
Other operating revenue
Operating expenses

.

Income (loss) from operations
Other income (expense)
Interest income
Interest expense
Income from Amana-Nordstrom, Inc.
Benefits and services to members
Total other income (expense)

Net income

23,591,929

5,950,252

3,281,922

3,606,552

-

12,838,726

1,132,280

3,645,435

462,818

1,224,801

4,015,732

9,023,313

4,562,629

2,829,006

1,224,801

15,190,147

(1,940,781)

2,364,728

1,240,364

-

1,664,311

(344,492)
(344,492)

2,237,574

(131,032)
(131,032)

2,020,236

$

-

1,109,332

20,636

3,099,290
$

$ 36,430,655
36,430,655

329,351

(861,716)

Income from subsidiaries

329,351
329,351

5,347,276

547,819

Income (loss) before subsidiaries

$

6,162,142

(1,409,535)

Income tax benefit (provision)

8,655,316
298,512
8,953,828

Eliminations

12,411,862

2,904
(155,356)
789,283
(105,585)
531,246

Income (loss) before income taxes
and subsidiaries

9,433,812
10,252
9,444,064

Consolidated
Totals

(50,914)

2,904
(630,880)
789,283
(105,585)
55,722

-

1,720,033

-

517,541

2,040,872

1,058,418

-

2,237,574

-

-

3,099,290

-

2,040,872

$

1,058,418

$

3,099,290

$

2,237,574
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Amana Society, Inc.
Grain Dealer Information
Year Ended December 31, 2018
Amana Farms, Inc.
Supplemental Disclosure of Certain Expenses for Grain Dealers License
Interest expense

$

307,810

Depreciation expense

$

2,141,769

Grain purchases and net sales

Corn and soybean

Purchases
Bushels
Amount
41,724
$
172,092
Net sales

Corn and soybean
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Bushels
41,724

$

Amount
175,539

Amana Society, Inc.
Board of Directors and Officers
Howard O. Hagen*, Chairman
Number of Years in Position: 12
Committees: 2
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Committees: 3,4,5,6
Occupation: Furniture Maker, Schanz Furniture
BBA, Marketing, Iowa State University
Education:

Caroline Ertz, Assistant Treasurer
Number of Years in Position: 13
Occupation: Human Resource Manager,
Amana Society, Inc.
BA, Liberal Arts, University of Iowa
Education:

Bruce Trumpold, Secretary/Treasurer
Number of Years in Position: 3
Occupation: Manager, Amana Furniture Shop
BBA, Mount Mercy College
Education:

Stuart Geiger*
Number of Years in Position: 13
Committees: 1,2
Occupation: Retired Compliance Officer,
Collins Aerospace
BA, Accounting, Luther College
Education:
MBA, Florida Institute of Technology

Mike Shoup*
Number of Years in Position: 8
Committees: 4,5,6
Occupation: Senior Vice President, Fairfax State
Savings Bank
Education: Kirkwood Community College,
Iowa State University

Jon Childers*
Number of Years in Position: 1
Committees: 1,3,4,6
Occupation: Executive Director, Amana Heritage Society
BA and MA German Linguistics, University
Education:
of Iowa; MBA, University of Iowa
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