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THE ELECTION

One of the topics that concerned all 
directors in 2005 was the election 
process.  There was a dialogue in 
September 2004 and another dialogue 
planned for January 2005. Members 
and directors cooperatively planned the 
election calendar in December 2004. 
November’s dynamically facilitated 
group questions were addressed by the 
president, Susan Miller, at the January 
2005 Board meeting. 

1) The Board will not censor 
candidate bios. 

2) The Board will not endorse 
special candidates. 

3) The Board will organize a 
Candidate’s Night. 

The Board Development Committee 
was assigned to define petitioning and 
evaluate Board-nominated candidates. 
In addition to these actions, an 
amendment to By-Law IV, Sec. 2, was 
posted for member comment for 
adoption on 1/7/05. The amendment 
states that candidates will not be 
screened and that candidate orientation 
will continue but be simplified. The 
term “at arm’s length” became a 
defining phrase for the Board’s role in 
the election process. Members of the 
newly formed Election Committee  and 
the Board wanted to promote a fair and 
equitable election. The BDC created a 
charter, and work began. Election 2005 
occurred with a few hitches around 
dissatisfaction with the EC charter and 
those who qualified to vote. 

Other election changes continued in 
December 2005 when Janet Welch 
proposed a shortened schedule for the 
election. To facilitate the simplified 
form, the Board committed (consensus 
minus one) to nominating all who 
applied to run for the 2006 Board 
election. This was controversial, 
because it conflicted with our By-Laws. 
Each self-nominated candidate was 
required to sign a statement that he or 
she had read the Orientation Book 
before attending the Q-and-A session 

with Board members. Interviews were 
available, but not requested. Candidates 
set their own guidelines for the 
election.
Two By-Law Amendments relevant to 
Board elections were posted for 
adoption for 3-7-06:

1) Article II, sec.1. Membership 
would be available to those 14 
years of age or older. Previously 
there had been no age limit.    

2) Article IV, sec. 1. Clarified that 
elections were not required to 
take place before the AGM, only 
that annual elections were 
required.

That set the stage for Election 2006, 
which will be  “kicked off “ at the 
Annual General Meeting (AGM) in 
June, along with a “Meet the 
Candidates” event.

MEMBER LINKAGE AND 
COMMITTEES

The 2005-2006 Board of Directors 
began working together with activities 
and discussions in an all-day team-
building retreat in June 2005. We 
discovered our common interest in 
strengthening the relationship of the 
Board to Co-op members. To promote 
this, we planned simple dinners to share 
before Board meetings. We also agreed 
to hold two Board meetings each 
month, the second one meant to be a 
discussion with members. The topics 
discussed were:  

1) Restructuring Committees;  

2) Defining Membership;  

3) Ways to Link with Members. 

The ideas generated at these meetings 
were valuable to Board action, although 
attendance was light. These discussions 
also prompted the Board to move from 
two to seven committees: Board 
Development (BDC), Member 
Relations (MRC), Survey Committee, 
Policy Governance (PoGo),

ABBREVIATIONS

Policy Governance 
Committee  
(PoGo)

Board Development 
Committee 
(BDC)

Member Relations 
Committee 
(MRC)

Election Committee 
(EC)

General Manager  
(GM)

GM Review 
Committee 
(GMR)

Strategic Planning 
(SP)

Annual General 
Meeting
(AGM)

2005 ELECTION

3457 members 
eligible to vote. 
593 members voted. 
(17%) of the eligible 
members voted. 

Volunteers helping with count. 



2005 Board Report By Donna Logan, Board President 

2

Nominations, the Election Committee, 
(EC) and General Manager Review 
Committee (GMR). The committees 
were composed of a total of seven    
Co-op volunteers and eight director 
volunteers.

PoGo began writing charters and 
handbooks. The BDC planned the 
Board budget with our Corporate 
Treasurer and planned a diagram for 
Board/committee interaction. The 
“Defining Membership” conversation 
led to a decision to shorten the election 
process and to amend two By-Laws. 
The Wisdom Council directly involved 
about 36 members and Wisdom 
Council conveners told the Co-op story 
to about 200. The Member Survey 
revealed an interest in education: an 
introduction to the Rochdale Principles 
for members, and a greater 
understanding of Co-op principles by 
employees. 

The EC carried out all election tasks in 
their charter with approval by the 
Board. The MRC implemented plans 
for the Farm Forum with Julie Jaman 
and arranged the AGM in collaboration 
with the EC. The Board needed all 
these “arms” reaching out to assist. 
Unfortunately, there just were not 
enough “arms.” Most directors were 
serving on two to three committees and, 
in the spring, most ad hoc committees 
stopped meeting. Meanwhile, the EC 
continued to meet almost weekly. We 
had made some progress in the Board 
listening to members. And now how 
can we make it easier?

POLICY GOVERNANCE AND 
STRATEGIC PLANNING

Policy Governance has been the set 
of guidelines for our governing 
body, the Board, for four years. 
About 25 years ago, John Carver 
created this system in response to 
the needs of municipal government 

and cooperatives. Policy 
Governance is used as a set of 
references for day-to-day and long-
range instructions to the General 
Manager (GM). It also gives 
direction for the Board and GM 
relationship and the Board’s 
process. It is used today by a great 
percentage of cooperatives in the 
U.S. These policies also serve as the 
format for Board’s performance 
evaluations of the GM, her or his 
employer. The Board evaluates 
itself in the same manner, but to the 
Membership. These reports are 
available each month on the Board’s 
bulletin board in the Board packet.
I predict that the 2006-2007 Board 
will strengthen the Board’s Policy 
Governance orientation and will 
update even more policies. 

In cooperatives, Strategic Planning 
(SP) has been an outgrowth of 
Policy Governance. SP helps to 
answer the question, “ Just when do 
Operations and the Board work 
together?” SP and measurements for 
the Board’s plans are included in the 
A Policies, created collaboratively 
in supervised sessions in 2003 and 
2004. Not all measurements have 
been formed at this point. This work 
is future-oriented and will be the 
primary work of the new Board. The 
2005-2006 Board concentrated its 
efforts on SP training sessions in 
2005 and has scheduled an SP 
workshop for fall 2006. I see this as 
an essential action for the Board.

THANKS

I want to thank 
members for electing 
me twice to the 
Board and to thank 
directors for 
choosing me as the 
secretary and later as 
Board President. It 
has been an honor to 
serve and a valuable 
learning experience 
in the working of a 
local governing 
body. Pictured on the 
back page is the 
2005-2006 Board of 
Directors. I have 
sensed three main 
accomplishments 
this year: 

1) Restructuring
committees & 
meetings to meet 
the needs of our 
members and 
directors.

2) Revisions of 
policies and 
amendments to 
By-Laws

3) Essential
learning in 
communication
and trust 

I continue to be 
grateful for the 
Board’s willingness 
to work and learn 
with me. 
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I am going to allow the financial 
reports and the report on 
accomplishments for 2005 to 
stand on their own merits.
Therefore, I am going to 
continue my discussion of “The 
Mantra of Local” that I began in 
the 2004 Annual Report that 
said, “think local” isn’t just a 
buzzword or a fad; it is a mantra 
here to stay.

The food industry is changing 
rapidly and “organic” is rolling 
off the tongues of the most 
alternative and most 
conventional foodies of our 
nation.  This is a good thing, 
no?  Isn’t this what Co-op 
members have wanted: organic 
agriculture saving the 
environment and bringing 
pesticide-free foods to 
American schools and dinner 
tables?  Then why aren’t we 
cheering our success?  Why 
aren’t we announcing victory?   

In the middle of these changes 
is the Organic Trade 
Association (OTA), National 
Cooperative Grocers 
Association (NCGA), Farmers 
Markets, many grass roots 
organizations, Whole Foods, 
Wild Oats, and now Wal-Mart, 
to name a few.  The victory 
isn’t in growing organically if 
the standards of organic are 
weakened to serve an 
industrialized organic 
agricultural model.  The victory 
is in expanding the organic 
movement with the same or 
even improved standards. This 
isn’t to say that industrialized 
organic agricultural changes 
aren’t improvements over 

conventional agricultural 
practices; they most likely are.  

While I am not a farming 
expert, or a cooperative expert 
for that matter, I do know that 
consumer cooperatives are here 
to serve their owners and their 
communities.  So while the 
National Cooperative Grocers 
Association (NCGA) has 
lobbyists in the other 
Washington, Co-opers are 
working at the local level to 
build local production by 
helping with start-ups and 
connecting consumers to local 
products.  What does that have 
to do with organic standards 
and the changing world of 
agribusiness?  Well, you see, 
while it’s good to participate in 
the battle over maintaining the 
established organic standards, 
food co-ops also believe that 
strengthening local food 
production and local economies 
is of equal or greater 
importance.

Why?  Because many 
communities are seeking 
greater self-reliance, less use of 
fuel, and a return to the basics 
for greater local control, 
improved food security and 
sustainability.  We are all 

asking ourselves how we 
reached the point where we 
expect to have all foods 
available to us all the time.  We 
went from our own gardens, to 
the market pantry, to eating 
unseasonably as globalization 
and transportation became one.  
With consumers hungry to test 
exotic foods from around the 
world and cargo ships hauling 
food across the seas, the 
opportunity to supply imported 
foods year-round was seized. 
This has not been an overnight 
affair but a long and slow 
process that most of us have 
participated in at one time or 
another.

At the Food Co-op’s Uptown 
location we had a greater 
percentage of non-organic 
produce than we have today 
simply because organics 
weren’t as readily available. 
Today we can get most 
products grown organically 
most of the time.  But should 
we? 

Our buying practices have 
been to purchase organic 
when available and to 
source locally first, even if 
not organically certified but 
grown without pesticides, 
then to expand the product 
search to Washington State, 
the Northwest, the West 
Coast, the USA, Mexico, 
Canada and around the 
World.
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Some say we are perhaps 
traveling too far for organics 
because it has taken us further 
from our seasonal pantry.  Our 
commitment to buying from 
small farms and independent 
producers can also take us 
outside of the Puget Sound area 
as we help support other small 
operations and communities 
around the world by purchasing 
“fair trade” products. 

What is the answer for our Co-
op?  Do we set buying practices 
with limitations? Do we 
exclude products from outside 
the Northwest season or 
shipped greater than 500 miles? 
Or do we continue working 
with the expanding circle of 
local, Washington State, North 
West region and outward?  Is 
“seasonal” a buying practice, 
an eating lifestyle, or both?  Is 
buying distance a nutritional 
factor, an economic factor, an 
environmental, or a seasonal 
factor? Is distance a factor 
regulated through policy at our 
Co-op, along with corporate or 
independently owned?  So 
many questions, in an industry 
that is far from black and 
white, where values are strong 
and realities complex!  How do 
we create clear priorities and 
guidelines that empower the 
staff and satisfy the Co-op’s 

Owners?  We want you to 
know that the staff buyers 
“buy” products for our 
owners—we do not sell to you.

The Member Survey that we 
conducted in 2005 asked our 
members why they buy frozen 
foods, bulk, dairy products and 
even produce at the Co-op. So 
many times, you answered, 
“because it isn’t available 
elsewhere.”

Our Coop should never be 
reduced to calling it just 
another grocery store because 
we are not; we are a store of 
people.  Our local owners make 
up the Co-op…all 4,400 of our 
Active Owners received a 
Board candidates ballot this 
year!

As Owners, you have the right 
and responsibility to elect a 
Board of Directors that will 
turn your 4,400 voices into one 
voice through policy that is 
made to instruct your staff of 
90.  We, the staff, are here to 
serve you and to carry out the 
policies while keeping a 
conduit for you to speak 
directly to us.  Yes, we still 
accept suggestions on a daily 
basis and incorporate your 
many colorful statements and 
questions into our discussions 
and decisions. That really is the 
“Mantra of Local”: 4,400 
Active Local Owners. 

ORGANIC
EVERYWHERE
What happens when organic 
is available everywhere?  
Will you still be a Co-op 
member?   I believe you 
will.  Because the Co-op 
isn’t just about organic or 
local food, it is about our 
neighbors, our health, and 
our relationship with the 
land that we all share here 
on the peninsula.  It is about 
giving our children a place 
where they can remember 
filling up jars with bulk 
food, grinding their own nut 
butter, shaking the water 
from their neighbor’s 
lettuce, tasting raw milk, 
selecting handmade soap, 
asking what “tare” means, 
and scolding their parents 
for forgetting the canvas 
bags while they jump from 
one colorful floor tile to 
another.  It is about where 
people come to exchange 
greetings, to show their 
handmade jewelry, discuss 
politics and to offer help in 
times of need. 
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DONATIONS
The Food Co-op gifted 
more than $4,000 in 
donations to 67 
community events and 
organizations. We 
support the various 
endeavors of the 
members of the Co-op 
and the larger 
community; our 
donations reflect 
support for local 
events and education, 
support for folks in 
need, and assistance 
during difficult times 
in other parts of the 
country. Some of the 
events and 
organizations we 
supported with  food or 
dollar donations: 

The Boiler Room 
Centrum
Earth Day 
Jefferson Land Trust 
Kids Walk 
Kinetic Sculpture Race 
Native American  
    Canoe Journey 
OPEPO
Organic Seed Alliance 
Peacebus Hurricane 
   Katrina Relief 
PT Film Festival 
Sunfield Farm
Swan School 
Tilth Producers 
United Good
   Neighbors 

LINKING WITH MEMBERS
The Co-op is its membership. We worked very hard to both cultivate and 
communicate the voice of the membership, because we look to our members for 
direction and strength. To that end, the Food Co-op sponsored many efforts to 
bring our members to the table to discuss the issues that affect us. The Board 
sponsored Wisdom Council gatherings in February, May and July, its mission “to 
create a voice of the people, to identify matters of importance to members, and to 
report to the members the ‘wisdom’ reached through consensus by the members 
of the council.” Participants were randomly selected, bringing together people of 
different backgrounds and views. The council produced statements at each council 
meeting that they hope will serve as focal points for the continuing conversation. 
In November, 550 members participated in the Member Survey, giving voice to 
their thoughts about their Co-op. Among the many responses, members gave high 
ratings to the store location and hours, the quality of the produce and the overall 
shopping experience. Members said they appreciate the staff and find the Co-op’s 
newsletter, The Co-op Commons, a good resource for information, Co-op news, 
and provocative conversation about important issues. The Board of Directors 
introduced the Third Tuesday Board Meetings, an evening meeting intended to 
provide an opportunity for Members and the Board to discuss specific topics.

PARTNERSHIP/SPONSORSHIP & 
EDUCATION
We partnered with our community to sponsor 
and participate in the EarthDay EveryDay 
celebration, to sponsor the 3rd Annual Farm 
Tour, and to support the essential work of local 
organizations including the Farmers Market,
Organic Seed Alliance, and Jefferson County 
Land Trust. We invited the Jefferson County 
Shelter to set up near our south entrance with 
adorable and adoptable dogs and cats, and, once 
again, we were a ticket vendor for Centrum
events.



Year in Review By Deborah Schumacher, Information Administration 

6

VOLUNTEERS
Co-op members put 
in many, many 
volunteer hours! 
Their presence was 
felt most 
significantly on the 
Co-op’s Board of 
Directors and the 
Board’s Election, 
Member Relations 
and Policy 
Governance
committees. Our 
Board of Directors 
and committee 
members put in a lot 
of time and we 
appreciate them! Our 
volunteers were also 
there to lend a hand 
on our Newsletter 
committee, at the 
Annual Meeting, the 
“We Own It!” 
celebration, and at 
The Food Co-op’s 
Employee Picnic. 
Member 
participation was 
critical for the 
Wisdom Council 
gatherings, where 
they contributed their 
visions and hopes 
and dreams for The 
Food Co-op. We 
thank all of our 
member volunteers 
and recognize their 
contributions to the 
health and social 
wealth of The Food 
Co-op.

SPECIAL EVENTS AT THE CO-OP
The Co-op played host to summer celebrations, winter gathering, and member 
discount days.  Thursday Night Suppers from June through September featured 
Cape Cleare salmon expertly prepared by In-Season Catering with salad and 
bread on the side. Good music by local bands included Tones of Peace, Below 
the Salt, Rhythm Planet, and many others. As summer came to an end, we 
celebrated the purchase of our building with a big We Own It! party in the 
Courtyard with good food, local wines and beer, and good music provided by 
local band Gypsy Joy Ride. As the sun set over the sound, we made merry and 
celebrated and honored our brand new ownership. Saturday afternoons in 
December we hosted Chestnut Roasting, that good old cold-weather tradition. 
Chestnuts were expertly roasted by our staff (thanks Yvonne, Jason and 
Brendon!) and served with hot apple cider, kids strung popcorn and cranberries 
which were hung on the trees outside the store (thanks to Heather). Our mantra 
for the season: “Slow down, be grateful.” Spending darkening afternoons with 
our friends, hot food and drinks was just the thing. We said “Thanks!” to our 
members on Member Appreciation Days in April and October, giving 10% off 
most purchases. 
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Board policies require an independent CPA firm to conduct a financial review every year, and to 
conduct a more detailed audit no less than every third year.  Our last audit was for 2004, so for 2005 
we have a financial review.  The CPA findings are reported directly to the Board.  The Port Ludlow 
CPA firm of Froula and Glessing performed the financial review for year 2005, and their financial 
statements are published on pages 11 and 12. 

SALES GROWTH
Our annual sales growth for the past three years has been:

The decline in sales growth has been expected as we reach capacity in terms of parking lot, receiving 
and storage space.  Our budget for 2006 sales over 2005 sales shows an anticipated gain of only 4.4%.   

NET PROFIT
Nationally, co-ops average a net profit of about 1-2% of sales.  Yes, one or two pennies net profit for 
every dollar you spend on groceries!  Our net profit (“bottom line”) for the past three years has been: 

This net profit goes toward paying down our long-term debt, paying for new equipment or building 
improvements, and increasing the equity our members have in the assets listed on our balance sheet. 
Building our member equity strengthens our financial position and allowed us to get the loan to 
purchase our building in 2005. 

Sales and net profit
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CASH STASH
Profit does not equal cash, and cash flow is critical to every business.  In 2005, The Food Co-op had 
regular weekly cash outlays averaging $170,000.

In 2004 we had been accumulating cash in anticipation of purchasing the building in 2005.   Facilities 
improvements are expected to be paid for by using existing cash.  Increasing Food Co-op debt to pay 
for improvements would require a member vote for approval, based on the Food Co-op By-law in 
Article VII, Section 6. 

2005 over 2004 = 7.7%, 2004 over 2003 = 18.8%, 2003 over 2002 = 22.5%

2005 = 1.92%      2004 = 1.62%   2003 = 1.51%

Cash as of Dec 31st:     2005 = $509,743   2004 = $704,130   2003 = $604,221
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MEMBER LOANS PAYBACK SCHEDULE
In 2000 and 2001, we received a total of $492,500 in member loans to finance our move to Kearney 
Street.  $292,500 of this was in simple member promissory notes, and $200,000 was in a special seven-
year secured loan.  Since 2001 we have paid back $248,603 on schedule, and as of 12/31/05 we owe 
$243,897.  As of 12/31/05 we set aside $65,600 to repay just the member promissory notes coming due 
in 2006, and each month we set aside $3,800 more.  All member loans will be repaid in full in 2010. 
Below is a table showing the payback schedule for all of our member loans. 

Year 2006 2007 2008 2009 2010 
Simple Promissory note principal due 73,000 6,000 10,000 30,000 67,000

Secured member loan principal due 31,054 26,843 0 0 0
Maturity of all member loan principal combined $104,054 $32,843 $10,000 $30,000 $67,000

MEMBER EQUITY
Member equity is essentially the percentage of our collective store assets on which we owners don’t 
owe money.  For example, year end 2005 we had $3,257,388 in total assets and our total member 
equity was $1,169,919, or 35.9% of assets.

2005 = 35.9% of assets;    2004 = 46.4% of assets; 2003 = 36.9% of assets
The benchmark for food co-ops our size is for member equity to be 25 - 50% of assets.

Capital investment Dollars
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OTHER MEMBER NUMBERS
We issued 1,300 more membership numbers, with an increase of 320 voting memberships.   

OUR EMPLOYEES
Wage expense continues to climb each year.  For example, we spent over $64,000 more in health 
benefits than we did in 2004, and over $16,000 more on the paid-time-off benefit.  Our staff earned an 
overall average of $11.95 hour, including the $1.00/hour bonus we were able to give in December 
2005 (in other words, an average base pay of $10.95/hour).  Including benefits, the average total 
compensation was $13.95/hour.  As of February 2006, over 57% of our employees earned over 
10.00/hour in base pay, and 85% earned over $9.00/hour.  We employed an average of 87 employees 
throughout 2005, with 44 people eligible for health benefits in January 2006.
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PRODUCT PURCHASES

39% Other
Vendor 
Purchases

7% Local 
Distributors

6% Local 
Producers

45% UNFI 
Purchases

3% Local 
Farmers

VENDOR REPORT 

Farmers Distributors Producers 
Service

Providers
Total

Vendors All Vendors 
%

Local 

Vendors 55 9 68 68 200 544 36%
Dollars  $166,569 $380,690 $358,863 $283,023 $1,189,145 $6,751,519 18%

DEFINITIONS
Farmers include 
produce and flowers.
Producers include 
crafts, body care 
products, honey, 
eggs and meat.  
Distributors provide 
products we sell, but 
the products may not 
be locally created.
Local is defined as 
owned and operated 
within Jefferson or 
Clallam counties, 
Whidbey Island, or 
Poulsbo.
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    LOCAL EXPENDITURES Amount % sales 

     Staff Wages  $1,583,262 18.0% 

     Staff Vacation  $    86,020 1.0% 

     Food Donations & Discounts  $    53,367 0.6% 

      All Local Vendors $1,189,145 13.5% 

      Interest on Member Loans $     13,453 0.1% 

      TOTAL LOCAL  $2,925,247 33.2% 

SOURCING OUR 
PRODUCTS
We spent a total of 
$1,021,598 on local 
farmers, producers 
and service providers 
and purchased from a 
total of 192 different 
local vendors. Over 
18% of our total 
vendor dollars are 
paid to local vendors. 
We are committed to 
buying certified 
organic produce as 
our first choice. Our 
buying range begins 
with local (organic 
practices if not 
certified organic), 
then Washington 
State, then the Pacific 
Northwest, then 
California, then other 
countries starting 
with Canada and 
Mexico, and lastly 
imports from other 
countries. Our buyers 
make their buying 
decisions taking into 
account quality, price, 
and availability. Our 
local buying will 
increase as we work 
together to increase 
production of farm 
products and value-
added products in our 
region.

SUPPORTING LOCAL

For every dollar you spent at The Food Co-op in 2005, over thirty-three 
cents goes directly back into our community.  In 2004, the locally spent 
dollar amount was nearly the same ($2,950,512) but since our sales were 
lower it equaled 36% of sales instead of 33%.



11

23%
Packaged 
Grocery

13%
Cill & Frzn

10%
Wellness

6%  NF/B&W
20%  Produce

17%  Food 
Services

11%  Bulk & 
Spec. Order 
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Our 2005 Accomplishments 

.
Gale Wallis 

Donna Logan

Brenda McMillan

Max Barnard

Susan Miller 

Janet Welch

Ruth Apter

Carrie Rice 

The Food Co-op 
414 Kearney Street Port Townsend, WA 98368 
Store: 360 385 2883 Business Office: 360 385 2831 

www.foodcoop.coop coopboard@olympus.net Layout by Loran Scruggs

• Increased sales – providing more people with whole foods 
• Member-ownership grew by 1,301 numbers issued 
• Membership voted to purchase store site 
• Implemented the following improvements for staff: 

o Added new positions for career opportunity 
o Held 7-week supervisory trainings for new supervisors 
o Increased paid time off benefit 
o Improved health benefits 
o Added long-term disability insurance  
o Added Employee Assistance Plan (EAP) 
o Distributed productivity bonus equal to a $1.00/hr worked 
o Fewer employee accidents 
o Added new employee training & education opportunities 
o Employees reviewed supervisors (Supervisor Feedback) 
o Reduced employee turnover even more 
o Improved timeliness of performance reviews 

• Published The Co-op Commons, a quarterly educational newsletter 
• Continued website development  (www.foodcoop.coop)
• Co-sponsored the third East Jefferson County Farm Tour 
• Co-sponsored & had booth at second EarthDay EveryDay!  
• Board accomplishments: 

o Participated in strategic planning/ financial education 
o Instituted monthly meetings with members (third Tuesday) 
o Conducted on-line member survey
o Sponsored three Co-op Wisdom Councils
o Attended board training workshops at national conference
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