


Dale Trahan
Dale L. Trahan Enterprises, Inc.  
Rayne, LA

James Zyrowski
Ben's Supercenter, Inc.
Brown City, MI

Erick Taylor
RPCS, Inc.
Rogersville, MO

Pat Raybould
B & R Stores, Inc.
Lincoln, NE

Jim Brown
Doc’s Food Stores, Inc.
Tulsa, OK

Jay Lawrence
MAL Enterprises, Inc.  
Sweetwater, TX

Jeff Strack
Indiana Grocery Group, LLC
Highland, IN

Donny Rouse
Rouse’s Enterprises, L.L.C.
Thibodaux, LA

Jeff Reasor
Reasor’s by Brookshire Grocery Co.
Tahlequah, OK

Alan McKeever
McKeever Enterprises, Inc.
Independence, MO

Randy Stepherson
Stepherson, Incorporated
Memphis, TN

Victor Cosentino
Cosentino Enterprises, Inc.
Prairie Village, KS

James Neumann
Valu Discount, Inc.
Mt. Washington, KY

Kim Eskew
Harp's Food Stores, Inc.
Springdale, AR

Barry Queen, Chairman
Queen Enterprises, L.L.C.
Paola, KS

Don Woods, Jr., Vice-Chairman
Woods Super Market, Inc.
Bolivar, MO

Jimmy Nichols
Houchens Food Group, Inc.
Bowling Green, KY

David Ball
Four B Corp. 
Kansas City, KS

Nikki Carver
Super C Mart, Inc. 
Noble, OK

Associated Wholesale Grocers - Retailer Owned. Retailer Led. Retailer Focused.
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CONVERGENCE
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By its very nature and existence, AWG is a mod-
el of convergence. The idea of a co-op is built on 
the concept that “together” is much better than 
“apart.”  AWG believes that independent owners 
can compete more effectively with national and 
global competitors by leveraging their collec-
tive strength through the cooperative. Over the 
years, this strategy has evolved from simple col-
lective buying, to leveraging the volume of an 
ever-growing membership to gain access to ben-
efits that might not otherwise be available to in-
dependent retailers.

AWG recognizes that the competitive 
landscape continues to evolve in 
ways that require even more 
collaboration between 
members. The global pan-
demic has magnified 
the fragility of the food 
supply chain, forcing 
industry participants 
to manage their busi-
nesses differently. So, 
in cooperation with 
the supplier commu-
nity, AWG began the 
process of leveraging 
the scale and strength 
of more than 3,200 retail 
locations while refining 
efforts in category manage-
ment, procurement, sales and 
merchandising execution. The 
result: Convergence. 

Convergence is not a passing fad or shal-
low initiative. It is an effort to develop and em-
ploy ways to leverage the $23 billion in retail 
selling power that AWG’s members represent. 
The process marks a fundamental transformation 
of AWG’s business processes at nearly all levels 
of the cooperative supply chain. It includes the 
adoption of industry-leading procurement and 
category management methodologies to pro-
vide data-driven, analytics-based merchandising 
plans to drive maximum sales and profit for every 
square foot of retail space. It means partnering 
with the supplier community on product assort-
ment, promotional planning, forecasting, pricing 
and merchandising.  

Convergence will require development and acqui-
sition of new technology to allow consumer sales 
data to be analyzed and used for improved assort-
ment planning and optimization, including region-
al and local customization. Data-driven decision 
making will allow the cooperative to stay ahead 
of consumer trends and more effectively sup-
port member sales and merchandising strategies. 
Structured planograms, competitive retail pricing 
schemes, market-based merchandising and pro-
motional planning, along with specialized tools for 
monitoring and measuring consumer metrics, will 

replace outdated methods. Upgraded retail ser-
vice offerings will continue to provide 

support to execute sales and mer-
chandising plans.  

Not only is the Conver-
gence process uniquely 
focused on independent 
member-retailers, but 
they will also receive 
its benefits in reduced 
product costs, im-
proved sales and retail 
pricing effectiveness, 
and category initiatives 
to improve shelf perfor-
mance. Convergence is 
also focused on driving 

benefits with AWG private 
brands. With powerful mem-

ber-owned brands like Best 
Choice®, Always Save®, Best Choice® 

Superior Selections® and Clearly by 
Best Choice™, AWG member-retailers have 

another advantage to utilize. Continuing to focus 
on cost of goods, exceptional packaging, effective 
brand strategies, and efficient assortment is para-
mount to the success of Convergence. 

As AWG’s competition moves toward the seam-
less digitalization and integration of the con-
sumer and their purchase decision points, com-
petitive pressure demands that AWG pursue this 
Convergence transformation. AWG’s ongoing 
commitment to long-term investment in stra-
tegic initatives like Convergence and in people 
and technology optimization like the All-In-One 
Distribution Hub will give member-retailers the 
power to better perform and profit from $23 bil-
lion in combined annual retail sales.

CONVERGENCE
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ASSORTMENT OPTIMIZATION
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As part of the Convergence Project, AWG launched 
an Assortment Optimization program in 2021 with 
the following goals:

•	 Increased	Sales
•	 Better	Performing	Shelves
•	 Leverage	with	Suppliers
•	 Improved	Shopper	Experience
•	 Greater	Product	Availability
•	 Reduced	Inventory	&	Working	Capital
•	 Accelerated	New-Item	Introduction

Cross-functional teams from AWG began opti-
mizing AWG’s SKU list and working with mem-
ber-retailers to improve performance and sales in 
under-performing categories. With the goal of as-
sessing the product mix at the AWG, regionalized, 
and local levels, the teams began realigning prod-

uct offerings to better perform on retailer shelves. 
Initial assortment work focused on center store 
departments, including frozen and dairy, with 
opportunities available in other departments. Da-
ta-driven assortment decisions included a variety 
of inputs such as vendor information and insights, 
as well as syndicated data from sources like Niel-
sen and IRI. Background information and statistics 
for each category were part of the information 
mix along with informative updates on category 
trends.

To achieve best-in-class assortment recommenda-
tions, the teams created a planogram update calen-
dar (PUC) to outline required activities and to track 
the responsible parties. This calendar included 
three main types of assortment optimization work: 

ASSORTMENT OPTIMIZATION

•	 REFRESH - New item cut-ins, removal of 
discontinued items, updating conversions.  
No significant shelf moves.

•	 REVIEW - Utilization of optimization tool for 
assortment recommendations, new item cut-
ins, removal of discontinued items, updating 
conversions, strategy adjustments that might 
require some shift on planogram (POG). 

•	 OPTIMIZATION - Utilization of optimization 
tool for assortment recommendations, new item 
cut-ins, removal of discontinued items, updating 
conversions, significant category strategy 
changes, and reset work done by One Source.

The output of the optimization process is a Cate-
gory Initiative. To help members execute at shelf, 

an agreement with One Source provides resourc-
es to help reset shelves according to recommen-
dations laid out in the initiative. In 2021, the As-
sortment Optimization process debuted with 
initiatives in the cheese and cereal categories.  

By focusing business analytics, category man-
agement, merchandising, and sales teams on the 
goals of Assortment Optimization, member-retail-
ers have the opportunity to become more prof-
itable and competitive. Participating stores have 
already begun to see sales and margin growth 
in the newly optimized categories.  Experience 
gained during the roll-out in 2021 will help en-
hance the process going forward as AWG strives 
to perform, along with its member-retailers, like a 
$23 billion retail organization.



TECHNOLOGY
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AWG is dedicated to investing in forward-looking 
technology to create a sustainable, next-genera-
tion co-op that enhances member value.

From the upcoming launch of the new All-In-One 
(AIO) Distribution Hub in Hernando, Mississippi, to 
the new Upper Midwest Division (which will even-
tually include a state-of-the-art, full-line distribu-
tion center with automated high-tech operations), 
to investments in Convergence, AWG’s integration 
of modern technologies is aimed at improving 
member-retailers’ ability to compete at scale.  

Integrated technology platforms drive operation-
al efficiency, provide insights for business deci-
sions, and promote digital shopper engagement. 
These are the tools of market leaders. AWG recog-
nizes the challenges facing many member-retail-
ers in acquiring these technologies while national 
chains are able to develop and implement them 
at scale. Furthermore, a tight labor market, supply 
chain turbulence, and consumer demand all re-
quire innovation and automation to compete ef-
fectively. AWG’s Convergence project will provide 
the technology framework and scale to address all 
of these issues for member-retailers.  

Convergence will transform organizational and op-
erational processes to allow AWG and its members 

to make decisions like other $23 billion retail com-
panies do. At the core of this transformation are 
technologies that drive effectiveness and efficien-
cy across the segments of AWG’s end-to-end busi-
ness model, including vendor and merchandising 
collaboration, supply chain execution and retail 
operations. Members, vendor partners, and AWG 
execution teams can look forward to solutions fo-
cused on reducing the overall cost to serve and 
operate together. 

As AWG reevaluated the way it partners with ven-
dors and provides technology services to mem-
ber-retailers, it recognized the need for several 
multi-year investments outlined below.

EFFICIENT SUPPLY CHAIN PLANNING 
Joint business planning with suppliers, using the 
AWG Partner Gateway (APG), will yield stronger 
and more effective supplier relationships based 
on supply chain and point-of-sale data. AWG is ex-
cited to support the use of “a single version of the 
truth” for strategy, planning, execution, and pro-
gram measurement with its vendor partners.

REFINED PRODUCT ASSORTMENTS 
Using data to help determine what is working and 
not working in stores will improve AWG mem-
bers’ ability to compete with other national and 

TECHNOLOGY

regional retailers. Predictive analytics in conjunc-
tion with supply chain data, retailer point-of-sale 
information, and customer insights will identify 
growth opportunities and responses to declining 
customer demand or category segments. Catego-
ry management standardized reporting and in-
sights are optimizing national brand and private 
label assortments across AWG while driving retail 
sales performance and profitability.  

PROFITABLE & COMPETITIVE PRICING 
A cornerstone of AWG member-retailers’ success is 
retail pricing that allows them to:

•	 Accurately	manage	all	cost	elements

•	 Reduce	time	and	labor	through	simplified	
pricing	capabilities

•	 Ensure	item	and	category	profitability	

To compete with national brands, market-based 
pricing insights will help AWG’s member-retailers 
to not be outmatched by large-scale chains.

EFFECTIVE PROMOTIONS
AWG has developed an advertising planning and 
execution platform that enables the customiza-
tion of advertising programs, price point and pro-
motion analysis, and performance reporting. This 
platform provides an easy-to-use interface with 

portal and app-based access, allowing flexibility 
for planning and execution teams. This platform 
will support the most effective use of AWG mem-
ber trade dollars. 

OPERATIONAL EFFICIENCY
Investments in shelf and event ordering systems 
to streamline replenishment and promotional/
event-based ordering assists AWG stores in being 
stocked efficiently. Integrating inventory turns, 
event-based volume drivers, incoming inventory 
pipeline and store ordering patterns will ensure 
store operation coincides with operational labor 
and inventory investments, while avoiding out-of-
stock lost sales.

DIGITAL TRANSFORMATION
AWG supports its members’ path to digital transfor-
mation and omnichannel integration to promote a 
seamless shopping experience, whether in-store, 
on a website or using a mobile app. To drive prod-
uct recommendations based on purchase history 
and personalization while also leveraging integrat-
ed loyalty programs, AWG uses targeted marketing 
and promotions. No matter how shoppers choose 
to engage with a localized product or service expe-
rience, their platform of choice drives consistency, 
connection, and convenience via digital- and shop-
per-engagement programs.
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LOU FOX AWARD
JIM BROWN OWNER - Doc’s Food stores, Inc.

STORE MANAGER of the YEAR
DONNA MADERE-DICKERSON  
Rouse’s Enterprises, L.L.C.
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AWG BRANDS
OVERALL WINNER - MEMPHIS
Hays Cash Saver #3919 Henderson, TN | Dyer Foods, Inc. 

PRODUCE
WINNER (TIED) - GULF COAST
Greer’s #6671 Mobile, AL | Autry Greer & Sons, Inc.

WINNER (TIED) - NASHVILLE
HG Hill #5110 Pleasant View, TN | S & C Foods, Inc.

BAKERY
WINNER (TIED) - OKLAHOMA CITY
Homeland #4182 Duncan, OK | HAC, Inc.

WINNER (TIED) - GREAT LAKES
Van Til’s Supermarket #8891 
Hammond, IN | Van Til’s Supermarket, Inc.

FOOD SERVICE
OVERALL WINNER - GREAT LAKES
Tony’s Fresh Market #8820 
Berwyn, IL | Tony’s Finer Foods Enterprises, Inc. 

FLORAL
OVERALL WINNER - NEBRASKA 
Super Saver #9658 Grand Island, NE | B & R Stores, Inc.

SEAFOOD
OVERALL WINNER - KANSAS CITY
Hen House #422 Prairie Village, KS | Four B Corp.

CENTER STORE
OVERALL WINNER - MEMPHIS 
Cash Saver Hardy #3575 Hardy, AR | Bill’s Super Foods, Inc.

MEAT
OVERALL WINNER - KANSAS CITY
Checkers #195 Lawrence, KS | Hillcrest Foods, Inc.

MERCHANDISING EVENT
WINNER (TIED) - OKLAHOMA CITY
Crest (All Stores) Oklahoma City, OK | Crest Discount Foods, Inc.

WINNER (TIED) - GREAT LAKES
Ptacek’s #8155 Prescott, WI | Ptacek IGA, Inc.

OMNICHANNEL
OVERALL WINNER - OKLAHOMA CITY
Reasor’s (All Stores) Tulsa, OK | Reasor’s by Brookshire Grocery Co.

VMC 
OVERALL WINNER - SPRINGFIELD
Harps #2111 Greenbrier, AR | Harp’s Food Stores, Inc.

FOLLOW 
THIS LINK 

TO VIEW ALL 
2021 AWARD 

WINNERS
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ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS 

December 25, 2021 and December 26, 2020 
(dollars in thousands)

See accompanying notes to these consolidated financial statements.

     ASSETS 2021 2020

Current Assets:
     Cash and cash equivalents.................................................................................................. $ 185,797 $ 173,867 
     Receivables, net of allowance for doubtful accounts of $5,280 in 2021 and 361,746 345,914 
         $5,343 in 2020………………………………………………………………………………
     Notes receivable from members, current maturities, net of allowance for
          doubtful accounts of $0 in 2021 and $0 in 2020 ............................................................ 15,948 25,174
     Inventories .......................................................................................................................... 541,756 580,956 
     Prepaid and other current assets........................................................................................ 55,811 46,509 

Total current assets............................................................................................... 1,161,058 1,172,420
Notes receivable from members, maturing after one year, net of allowance
     for doubtful accounts of $3,051 in 2021 and $2,716 in 2020.............................................. 81,622 94,389 
Property and equipment, net (note 6) ...................................................................................... 627,981 507,898 
Intangible assets, including goodwill, net of accumulated amortization of $0 in 2021
     and $0 in 2020 (note 3)....................................................................................................... 200 200 
Deferred income taxes (note 10) .............................................................................................. 13,306 21,021 
Prepaid and other assets.......................................................................................................... 59,719 40,648 

Total assets............................................................................................................ $ 1,943,886 $ 1,836,576 

     LIABILITIES AND EQUITY

Current Liabilities:
     Long-term debt maturing within one year (note 7)……………..…………………………. $ 6,667 $ —
     Accounts payable ................................................................................................................ 762,419 742,979 
     Cash portion of current year patronage............................................................................... 147,899 157,580 
     Member deposits ................................................................................................................. 38,192 42,057 
     Accrued expenses and other current liabilities .................................................................... 125,764 108,390 

Total current liabilities ............................................................................................ 1,080,941 1,051,006 
Long-term debt maturing after one year (note 7)...................................................................... 231,603 178,341 
Deferred income and other liabilities ........................................................................................ 59,469 76,821 

Total liabilities......................................................................................................... 1,372,013 1,306,168 

Commitments and contingent liabilities (note 12)

Equity:
     Common stock, $100 par value:
             Class A, voting; 35,000 shares authorized; 16,965 and 16,710 shares
                 issued at 2021 and 2020 ......................................................................................... 1,697 1,671 
             Class B, nonvoting; 150,000 shares authorized; 59,141 and 9,654 
                 shares issued at 2021 and 2020.............................................................................. 5,914 965 
     Additional paid-in capital (note 9) ........................................................................................ 23,445 28,645 
     Retained earnings................................................................................................................ 585,126 555,396 
     Accumulated other comprehensive loss (notes 9 and 11)................................................... (44,309) (56,269)

Total equity............................................................................................................. 571,873 530,408 
Total liabilities and equity............................................................................ $ 1,943,886 $ 1,836,576 
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ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME 
Fiscal years ended December 25, 2021, December 26, 2020, and December 28, 2019 

(dollars in thousands) 
 

See accompanying notes to these consolidated financial statements. 
 

 
 2021  2020  2019 

         
Net sales .............................................................................................................  $ 10,812,782   $ 10,634,379   $ 9,666,303  
Cost of goods sold ...............................................................................................   10,153,252    9,976,626    8,914,677  
       Gross profit ...................................................................................................   659,530    657,753    751,626  
General and administrative expenses .................................................................   413,099    358,735    532,349  
       Operating income .........................................................................................   246,431    299,018    219,277  
Other income (expenses):         
       Interest income (note 1) ...............................................................................   4,686    6,083    3,168  
       Interest expense (note 7) .............................................................................   (234)   (3,187)   (5,833) 
       Other, net .....................................................................................................   14,048    1,275    1,635  
Income before income taxes ...............................................................................   264,931    303,189    218,247  
Income taxes (note 10) ........................................................................................   5,189    18,795    2,866  
       Net income ...................................................................................................   259,742    284,394    215,381  
         
Other comprehensive income/(loss)         
       Change in funded status of pension plan, net of taxes (note 9) ...................   12,084    (10,738)   (10,490) 
       Change in fair value of interest swap, net of taxes (note 9) .........................   (124)    —     —  
Comprehensive income .......................................................................................  $ 271,702   $ 273,656   $ 204,891  
         
         
Amounts attributable to noncontrolling interest         
         
       Comprehensive income ................................................................................  $ 271,702   $ 273,656   $ 204,891  
             Comprehensive income attributable to noncontrolling interest ...............    —    —    (3,525) 
             Comprehensive income attributable to AWG, Inc. and subsidiaries .......  $ 271,702   $ 273,656   $ 201,366  
         
         
       Net income ...................................................................................................  $ 259,742   $ 284,394   $ 215,381  
       Net income attributable to noncontrolling interest ........................................    —     —    (3,525) 
            Net income attributable to AWG, Inc. and subsidiaries ...........................  $ 259,742   $ 284,394   $ 211,856  
         
         

 
 
 
 
 
 
 
 
 
 
 
 
 

ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 

Fiscal years ended December 25, 2021 and December 26, 2020 
(dollars in thousands) 

 

See accompanying notes to these consolidated financial statements. 
 

 
Allocated  2021  2020 
             Balances at beginning of year ..................................................................................   $ 409,401   $ 388,404  
                      Patronage certificates (note 8):       
                                  Issued ..................................................................................................    98,795    95,907  
                                  Redeemed ...........................................................................................    (79,808)   (74,910) 
             Class B certificates:       
                                  Issued ..................................................................................................     —     —  
                                  Redeemed ...........................................................................................    (328)    —  
             Balances at end of year ............................................................................................   $ 428,060  $ 409,401 
       
Unallocated       
             Balances at beginning of year ..................................................................................   $ 145,995  $ 109,272 
                      Net income.......................................................................................................    259,742    284,394  
                      Net income attributable to noncontrolling interest (note 9) ..............................    —   — 
                                  Patronage certificates ..........................................................................    (98,795)   (95,907) 
                                  Deconsolidation of VIE ........................................................................     —    7,789 

      Less cash portion of current year patronage   (147,899)   (157,580) 
                      Redemption and retirement of common stock .................................................    (1,977)   (1,973) 
             Balances at end of year ............................................................................................   $ 157,066   $ 145,995  
                                  Total retained earnings ........................................................................   $ 585,126   $ 555,396  
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ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

Fiscal years ended December 25, 2021, December 26, 2020, and December 28, 2019 
(dollars in thousands) 

 

See accompanying notes to these consolidated financial statements. 

      
 2021  2020  2019 

Cash flows from operating activities:         
        Net income ..................................................................................................  $ 259,742   $ 284,394   $ 215,381 
 Adjustments to reconcile net income to net cash provided         
 by operating activities:         
   Depreciation and amortization ..................................................................   42,257   43,270   50,302  
  Impairment of assets and liabilities...........................................................   4,938    4,312    —  
           Gain on deconsolidation of VIE  ................................................................    —    (35,575)    —  
  Deferred income taxes .............................................................................   7,715   17,073   (6,913)  
  Gain on disposition of property and equipment ........................................   (12,467)    (328)    (20)  
  Changes in assets and liabilities, net of effects of acquisitions:         
   Receivables ......................................................................................   (15,832)   (43,927)   6,494  
   Inventories ........................................................................................   39,200   (93,053)   49,967 
   Prepaid and other assets ..................................................................   (31,142)   (11,016)   1,596  
   Accounts payable, accrued expenses and other liabilities ................    31,421    153,295   27,966  
    Net cash provided by operating activities ......................................       325,832   318,445    344,773 
Cash flows from investing activities:         
 Loans to members .......................................................................................   (12,761)   (21,205)   (28,688)  
 Repayment of loans by members ................................................................   34,754    37,350    34,570 
 Purchase of property and equipment ...........................................................   (198,154)   (166,244)   (69,399)  
 Proceeds from sale of property and equipment ...........................................   46,241   24,352   13,038 
 Acquisition of assets, net of cash acquired (note 4) .....................................    —    (3,357)   (12,425) 
    Net cash used in investing activities .............................................   (129,920)   (129,104)   (62,904) 
Cash flows from financing activities:         
 Year-end patronage distributions .................................................................   (157,580)   (127,760)   (121,348) 
 Redemption of prior year’s patronage refund certificates .............................   (80,136)   (74,910)   (72,800) 
 Issuance of common stock ...........................................................................   6,839    3,387    2,451 
 Redemption and retirement of common stock..............................................   (9,040)    (4,206)    (5,866) 
       Cash adjustment for deconsolidation of VIE ................................................    —    (2,746)    —  
       Borrowings under term loan .........................................................................    100,000     —     —  
 Net (repayments) under credit facilities ........................................................    (40,200)   26,150    (77,550)  
 Net (repayments) proceeds of member deposits .........................................   (3,865)   11,651   (7,897) 
    Net cash used in financing activities .............................................   (183,982)   (168,434)   (283,010) 
Net (decrease) increase in cash and cash equivalents .......................................   11,930   20,907   (1,141) 
Cash and cash equivalents at beginning of year .................................................   173,867   152,960   154,101 
Cash and cash equivalents at end of year ..........................................................  $ 185,797  $ 173,867  $ 152,960 
         
Supplemental noncash disclosures of financing activities:         
   Patronage payables ..........................................................................  $ 147,899  $ 157,580  $ 123,355 
         
Supplemental cash flow statement information:         
   Cash paid for interest, net of amount capitalized ..............................  $  134   $  3,928   $  6,397  
   Cash paid for income taxes ..............................................................  $  10,522   $ 5,637  $ 8,474 
         
         
         
         

 

ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

 (dollars in thousands unless otherwise indicated) 
 

 

(1) Summary of Significant Accounting Policies 
General 
     Associated Wholesale Grocers, Inc. predominately operates on a cooperative basis (see Patronage) procuring grocery 
merchandise for distribution to its retailer/shareholders (“Members”) throughout the mid-western, southwestern, and southeastern 
United States. Non-Cooperative businesses include nonfood distribution centers and retail supermarkets that operate under the 
banners of Cash Saver and Price Chopper. The cooperative represents approximately 91% of total net sales. “AWG” and “Company” 
refer to Associated Wholesale Grocers, Inc. and its subsidiaries. 

Principles of Consolidation and Use of Estimates 
     The consolidated financial statements include the accounts of AWG, its subsidiaries and variable interest entities where the 
Company had been, prior to 2020, considered the primary beneficiary. Intercompany transactions have been eliminated. The financial 
statements have been prepared in conformity with generally accepted accounting principles in the United States of America. In 
preparing financial statements, management makes informed judgments and estimates that affect the reported amounts of assets and 
liabilities as of the date of the statements and affects the reported amounts of revenues and expenses during the reporting period. 
Actual results may differ from these estimates. The Company’s fiscal year consists of 52 or 53 weeks, ending on the last Saturday in 
December.  Fiscal 2021, 2020 and 2019 were each 52 week fiscal years.  All references to years in these notes to consolidated 
financial statements represent fiscal years unless otherwise noted. 

Variable Interest Entity 
     In accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification Topic 810, “Consolidations” 
(“ASC 810”), the Company consolidates any variable interest entity (“VIE”) in which the Company has a controlling financial interest 
and, therefore, is the VIE’s primary beneficiary, ASC 810 states that a controlling financial interest in an entity is present when an 
enterprise has the power to direct the activities of a VIE that most significantly affect the VIE’s economic performance and the 
obligation to absorb losses of the VIE that could potentially be significant to the VIE or the right to receive benefits from the VIE that 
could potentially be significant to the VIE. The Company has determined that HAC, Inc. Employee Stock Ownership Plan and Trust 
(“ESOP”) is a VIE pursuant to certain financing provided by the Company in the sales of its retail grocery operation. For the fiscal year 
ended December 28, 2019, the Company concluded it was the primary beneficiary of HAC, Inc. (“HAC”) and has included HAC, Inc. 
(“HAC”) in the Company’s consolidated financial statements for the fiscal year ended December 28, 2019. Effective December 29, 
2019, the Company concluded it was no longer deemed to be the primary beneficiary of HAC as it no longer met the power criterion. 
Prior to December 29, 2019, the Company determined that it met the power criteria with regard to HAC by virtue of the financing 
relationship between AWG and HAC, which HAC did not have the practical ability to refinance the financing provided by the Company 
with a third party on commercially viable terms. However, as a result of HAC’s improved financial condition during 2020, HAC was 
able to demonstrate the capacity to obtain third party financing at market terms, demonstrating that HAC was no longer reliant on the 
Company for future financing. Therefore, the Company deconsolidated HAC as of December 29, 2019, and the consolidated financial 
statements for the fiscal years ended December 25, 2021 and December 26, 2020 no longer reflect the consolidation of HAC. The 
Company recorded a gain on deconsolidation of $35.6 million which is recorded in general and administrative expenses for the fiscal 
year ended December 26, 2020. In addition, the Company recorded a deferred tax expense related to the deconsolidation of $16.5 
million which is recorded in income taxes for the fiscal year ended December 26, 2020. 

Business and Credit Concentrations 
     The vast majority of the Company’s sales are to Members located in Missouri, Oklahoma, Louisiana, Arkansas, Illinois, Kansas, 
Mississippi, Tennessee, Nebraska, Indiana, Kentucky, and Alabama. No single customer accounted for more than 10% of sales in any 
year presented. Inventory and equipment financing is available to qualified retailers for acquisitions/expansion, improvements and 
opening inventory purchases. Loans to Members are generally collateralized by the Member’s inventory, property and equipment, and 
the Member’s AWG equity. The Company’s lending rate is generally one percent over the prime rate with borrowing terms up to 7 
years. For the fiscal years 2021, 2020, and 2019, the Company earned interest income on loans of $3.8 million, $5.2 million, and $2.6 
million, respectively. Interest is recorded when earned. 
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ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

 (dollars in thousands unless otherwise indicated) 
 

 

(1)   Summary of Significant Accounting Policies (continued) 
     Accounts receivable primarily consist of trade receivables from Members and are stated at the amount the Company expects to 
collect, net of allowance. Trade receivables are generally secured by patronage certificates (see note 5). 

     The Company establishes an allowance for doubtful accounts based on collectability, which reflects management’s best estimate 
of probable losses determined principally on the basis of historical experience, financial analysis of the retail customer and loan 
guarantors, and evaluation of the loan collateral. 

Changes in accounts receivable allowance for doubtful accounts are as follows:  
 2021  2020 
Beginning balance ..........................................................................   $ 5,343   $ 5,373  
Provision for doubtful accounts .......................................................   (23)   1,445  
Deconsolidation of VIE…………………………………………………   —     (271) 
Write-offs / Recoveries ...................................................................   (40)   (1,204) 
Ending balance ...............................................................................  $ 5,280  $ 5,343 

Changes in notes receivable allowance for doubtful accounts are as follows: 
 2021  2020 
Beginning balance ..........................................................................   $ 2,716   $ 2,774 
Provision for doubtful accounts .......................................................   335   (58) 
Write-offs / Recoveries ...................................................................    —      —  
Ending balance ...............................................................................  $ 3,051   $ 2,716 

 
Cash Equivalents 
     The Company considers all highly liquid investments purchased with an original maturity of three months or less to be cash 
equivalents. Proceeds due from credit and debit card transactions with settlement terms of less than five days are also included. The 
Company maintains cash balances at major financial institutions. At times such cash balances may be in excess of the Federal 
Deposit Insurance Corporation coverage limit. Management believes the financial institutions are financially sound and risk of loss is 
minimal. The Company does not fund its disbursement accounts for checks it has written until the checks are presented to the bank 
for payment. The amount of outstanding checks is recorded in accounts payable. The change in outstanding checks is included in the 
change in accounts payable, accrued expenses, and other liabilities on the consolidated statements of cash flows. 

Inventories 
     Merchandise is valued at the lower of cost or market. Cost for 80% and 82% of inventories in 2021 and 2020, respectively, is 
determined using the last-in, first-out (LIFO) method. Cost for perishables, general merchandise, health care and retail store 
inventories is determined using the first-in, first-out (FIFO) method. Had all products been valued at FIFO, inventories would have 
increased by $175.6 million at December 25, 2021 and $137.4 million at December 26, 2020. 

Property and Equipment 
     Property and equipment are stated at cost. Expenditures for improvements, which significantly increase property lives, are 
capitalized. Interest costs incurred during the construction of facilities are included in the cost of such properties. Depreciation and 
amortization are calculated using the straight-line method over the assets estimated useful lives, which range from 15 to 50 years for 
buildings, 3 to 10 years for equipment, and 3 to 5 years for vehicles. Leasehold improvements are amortized over the shorter of the 
respective lease terms or life of the asset.  
 
 
 
 
 
 

ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

 (dollars in thousands unless otherwise indicated) 
 

 

(1) Summary of Significant Accounting Policies (continued) 
Patronage 
     Income from cooperative operations, less a nominal amount authorized by the Board of Directors to be retained, is returned to the 
Members in the form of year-end patronage. At each year end, a percentage of net income to be distributed is paid in cash with the 
remainder paid in the form of patronage certificates (see notes 5 and 8). Such amounts are apportioned to the Members based on 
qualifying warehouse purchases. Patronage source income derived from an extraordinary event of significant magnitude may be 
distributed to Members separately based on the quantity of the business done proportionately with a Member, which may span 
multiple years or a combination of years, as provided in the bylaws, as needed. 

Sales and Cost of Goods Sold 
    The Company recognizes revenues when the performance obligation is satisfied, which is the point at which control of the promised 
goods or services are transferred to its customers, in an amount that reflects the consideration the Company expects to be entitled to 
receive in exchange for those goods or services. Control transfers to customers at a point-in-time when goods have been delivered, 
as that is generally when legal title, physical possession and risks and rewards of goods/services transfers to the customer. The timing 
of satisfaction of the performance obligation is not subject to significant judgment. Amounts billed and due from customers are short 
term in nature and are classified as receivables since payments are unconditional and only the passage of time is required before 
payments are due. Additionally, the Company does not grant payment financing terms greater than one year. Customer credits and 
returns are included as a reduction of revenue traditionally within 10 days of the initial transfer of goods. Promotional allowances 
related to selling products to customers are recorded as a reduction in sales. Any volume rebates paid in advance of purchases is 
reported as a prepaid asset. Fees and upfront monies received from vendors are recorded as a reduction of the cost of goods sold in 
the period in which they are earned, based on contractual commitments to achieve certain milestones in purchases or prorated over 
the duration of the agreement. Sales tax collected from customers is not included in revenue.  

Shipping and Handling Costs 
     Shipping and handling costs incurred to deliver products to our customers are included as a component of general and 
administrative expenses in the consolidated statements of operations and comprehensive income. Shipping and handling costs for the 
fiscal years 2021, 2020, and 2019 were $236.7 million, $217.0 million, and $204.4 million, respectively. 

Advertising Expense 
     Advertising costs are expensed as incurred and are included as a component of general and administrative expenses in the 
consolidated statements of operations and comprehensive income. Advertising expenses for the fiscal years 2021, 2020, and 2019 
were $0.5 million, $0.8 million, and $4.6 million, respectively.  

Self-Insurance 
     In states which have approved the Company as a qualified self-insurer, the Company covers the worker’s compensation claims 
utilizing a combination of self-insurance and excess worker’s compensation insurance ($0.8 million retention), subject to the policy 
limitations, if any. The Company uses actuarial estimates to record the liability for future periods. If the number of claims or the costs 
associated with the claims were to increase significantly over the estimates, additional charges to earnings could be necessary to 
cover required payments. 

Income Taxes 
     AWG files a consolidated federal income tax return. Deferred income taxes are accounted for under the asset and liability method. 
Patronage distributions from cooperative operations are deductible for income tax purposes. Deferred income taxes result primarily 
from differences in financial reporting basis for net receivables, depreciation, insurance, pension and employee benefits. The 
Company recognizes the financial statement benefit of a tax position only after determining that the relevant tax authority would more 
likely than not sustain the position following an audit. For tax positions meeting the more likely than not threshold, the amount 
recognized in the financial statements is the largest benefit that has a greater than 50 percent likelihood of being realized upon 
ultimate settlement with the relevant tax authority. The Company recognizes interest and penalties related to unrecognized tax 
benefits in income tax expense. During 2021, 2020, and 2019, the Company did not recognize any significant interest or penalties. 
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ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

 (dollars in thousands unless otherwise indicated) 
 

 

(1) Summary of Significant Accounting Policies (continued) 
Recently Issued Authoritative Accounting Standards 
     In February 2016, the FASB issued Accounting Standards Update (“ASU”) 2016-02, Leases (Topic 842), which provides new 
comprehensive lease accounting guidance that supersedes the existing leases requirements set forth in Topic 840.  Since that time, 
the FASB has issued subsequent amendments to Topic 842 to provide more clarity to the guidance, as well as, extend the required 
adoption period for non-public companies. The objective of Topic 842, as amended, is to provide more useful information to users of 
the financial statements about the amount and timing of cash flows arising from a lease by now (1) requiring lessees to recognize a 
right-of-use asset and lease liability on the balance sheet for almost all lease contracts with terms longer than 12 months and (2) 
expanding the disclosure requirements of lease arrangements.  The Company continues to assess the full impacts of adoption and 
currently believes the new standard will have a material impact on the Company’s consolidated balance sheets but does not expect a 
material impact to the Company’s statements of operations and cash flows.  The Company is adopting Topic 842, as amended, 
December 26, 2021, as the guidance is now effective for fiscal years beginning after December 15, 2021. 
 
   In August 2018, the FASB issued ASU 2018-14, Compensation – Retirement Benefits – Defined Benefit Plans (Topic 715). The 
ASU removed disclosures that no longer are considered cost beneficial, clarified the specific requirements of disclosures, and added 
disclosure requirements identified as relevant. This ASU became effective for the Company’s fiscal year ended December 25, 2021. 
The Company adopted this ASU for the annual disclosures and applied the ASU amendments on a retrospective basis to all periods 
presented as required. 
 
(2) Fair Value Measurements 

    Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. Assets and liabilities recorded at fair value are categorized using defined 
hierarchical levels directly related to the amount of subjectivity associated with the inputs to fair value measurements as follows: 

 Level 1 -    Quoted prices in active markets for identical assets or liabilities; 
 Level 2 -    Inputs other than quoted prices included within Level 1 that are either directly or indirectly observable; 

Level 3 -    Unobservable inputs in which little or no market activity exists, requiring an entity to develop its own assumptions 
about the assumptions that market participants would use in valuation.   

     For certain of the Company’s financial instruments, including cash and cash equivalents, accounts and short-term notes 
receivables and accounts payable, the fair values approximate book values due to their short-term maturities. 

     Since there is no market for long term notes receivables, it is impractical to assess whether the carrying amounts, which are 
reported on the consolidated balance sheets for these items, approximate fair value. 

      Property and equipment and intangible assets are reviewed for impairment whenever events or circumstances indicate that the 
carrying amount may not be recoverable. Recoverability of assets held and used is assessed based on the undiscounted future cash 
flows. Assets to be disposed of are presented at the lower of cost or fair value less costs of disposal. During the fiscal years ended 
December 25, 2021, December 26, 2020, and December 28, 2019, the Company recorded (in millions) $4.9, $4.3, and $0.1, 
respectively, for impairment charges on real/personal property and ongoing lease liabilities, which were measured at fair value using 
Level 3 inputs. The impairment charges are a component of the general and administrative expenses in the consolidated statements 
of operations. 

     The carrying amounts of the Company’s long-term debt reported on the consolidated balance sheets approximate fair value since 
their interest rates are periodically adjusted to reflect market conditions. 

 

 

 

 

ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

 (dollars in thousands unless otherwise indicated) 
 

 

(3) Intangible Assets 
     In 2019, the Company had intangible assets subject to amortization that included wholesale volume agreements and non-compete 
agreements of $20.7 million, which were being amortized over 15 years and had accumulated amortization of $20.6 million. The 
Company’s VIE recorded goodwill of $13.4 million for 2019 which was being amortized over a useful life of 10 years and accumulated 
amortization of $3.4 million. Amortization expense for intangible assets was $0.8 million in 2019. With the deconsolidation of the VIE, 
the Company no longer has amortizable intangible assets.   

(4) Acquisitions, Divestitures and Certain Transactions with Members 
     In May 2020, Midwest Real Estate Holdings, LLC, a wholly owned subsidiary of the Company, purchased real estate located in 
Missouri, Arkansas and Tennessee from Town & Country Grocers of Fredericktown, Missouri, Inc. The aggregate cash purchase price 
for the real estate was $3.4 million.  Simultaneously, $2.5 million of that real estate was sold to another AWG member. 

     In July 2021, the Company announced an expansion into Minnesota. A 320,000 square foot ambient warehouse was leased in St. 
Cloud, Minnesota to service retailers in North Dakota, South Dakota, Minnesota, Iowa, and Wisconsin beginning in January 2022. In 
September 2021, Midwest Real Estate Holdings, LLC, a wholly owned subsidiary of the Company purchased land located in St. 
Cloud, Minnesota near the site of the ambient warehouse, for the purpose of constructing a 330,000 square foot fresh and frozen 
warehouse. The aggregate cash purchase price for the land was $4.2 million. Construction is in process with the completion targeted 
for September 2022. 

     In November 2021, AWG Acquisition, LLC, a wholly owned subsidiary of the Company, sold the real estate housing the Valu 
Merchandisers Company’s general merchandise operations to an unrelated buyer. The aggregate cash sales price for the real estate 
was $19.8 million.  AWG Acquisition, LLC subsequently leased the property from the buyer under a short term lease pending 
completion of the Hernando facility.  

(5) Patronage Refunds and Deposits 
     Patronage Refund Certificates are issued to Members as part of annual distributions of net income from cooperative operations. 

     Member deposits represent interest-bearing accounts that may be required to collateralize weekly purchases of products. Interest 
expense incurred on member deposits and member savings in 2021, 2020, and 2019 were $0.2, $0.5, and $0.9 million, respectively. 
Since there is no market for Patronage Refund Certificates and Member Deposits, it is impractical to assess whether the carrying 
amounts, which are reported on the consolidated balance sheets for these items, approximate fair value. 
 
(6) Property and Equipment 
     Property and equipment are summarized as follows: 

 2021  2020 
Land ..................................................................................................  $ 64,978   $ 64,954  
Buildings and leasehold improvements ............................................   431,305    434,384  
Equipment ........................................................................................   363,534    342,116  
Construction in progress and other ...................................................   226,096    95,226  
 $ 1,085,913   $ 936,680  
Less accumulated depreciation ........................................................   (457,932)   (428,782) 
Property and equipment, net ............................................................  $ 627,981   $ 507,898  

  
     Depreciation expense incurred in 2021, 2020, and 2019 was (in millions) $42.1, $43.1, and $50.1, respectively. In 2021, 2020, and 
2019, the Company capitalized an aggregate total of (in millions) $3.9, $0.7, and $0.0, respectively, of capitalized construction period 
interest. 
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(7) Long-term Debt 
     In December 2019, the Company entered into two five-year credit agreements with a maturity date of December 20, 2024 with two 
one year optional renewal periods, which provided a $300 million revolving credit facility with an incremental increase to $350 million 
on October 15, 2020 and subsequently to $425 million on April 1, 2021. The credit agreements also include a $72.1 million tax-exempt 
bond facility. Total borrowings and outstanding letters of credit, including the $72.1 million tax-exempt bond loan, were $154.3 million 
and $198.5 million at December 25, 2021 and December 26, 2020, respectively. Variable interest rates are based on the London 
Interbank Borrowing Rate (LIBOR) and ranged from 0.67% to 0.90% during 2021 and 0.72% to 2.56% during 2020. Daily borrowings 
averaged $139.2 million and $106.5 million in 2021 and 2020, respectively, and overall annual borrowings and repayments were 
approximately $7.2 billion and $2.4 billion in 2021 and 2020, respectively. The Company had an additional $342.8 million and $223.5 
million available for borrowing under the revolving credit facility agreements at December 25, 2021, and December 26, 2020, 
respectively. 

    In November 2021, the Company entered into an agreement for a $100 million term loan with a maturity date of November 18, 2028 
with the option to request one five year extension. The loan is amortized over 15 years with principal repayment installments paid 
quarterly through September 30, 2028. A balloon payment totaling $53.3 million is due at the end of 7 years. Variable rate interest 
payments are made monthly based on the 1-month Bloomberg Short Term Bank Yield Index (BSBY), which was 0.91% for the 2021 
interest period.  

   The Company’s revolving credit facility and term loan agreements contain certain financial covenants related to cash flow leverage 
and minimum tangible net worth. The Company is in compliance with all covenants as of December 25, 2021 and December 26, 2020. 

     The annual maturities of long term debt for the next five fiscal years and thereafter is as follows (in millions): 2022 - $6.7, 2023 - 
$6.7, 2024 - $145.0, 2025 - $6.7, 2026 - $6.7, and $66.5 thereafter. 

(8)   Allocated Earnings 
     At December 25, 2021 and December 26, 2020, $98.8 and $95.9 million of the current year non-maturing patronage has been 
allocated within retained earnings. The pertinent provision of these patronage certificates are as follows: (a) the certificates are not 
transferrable; (b) AWG has the right to offset, but the certificate holder does not; (c) no interest is accrued on outstanding certificates; 
(d) the certificates have no stated maturity date, and (e) the certificates are subordinate to the claims of all creditors of AWG. 

     In July 2005, the Board of Directors created another form of patronage certificate (“Class B Certificates”) for Members who are 
delinquent with their obligations owed to the Company. The Class B Certificates are non-interest bearing and have no maturity date. 
These certificates are only redeemed upon the dissolution of the Company and the redemption of all other patronage certificates. The 
Board of Directors may in its sole and absolute discretion cause a Class B Certificate to be converted into a Patronage Refund 
Certificate if a member was deemed as delinquent ceases to be deemed as a delinquent Member. The Class B Certificates are 
included in retained earnings and amounted to $3.8 million and $4.2 million as of December 25, 2021 and December 26, 2020, 
respectively. 

(9)   Equity 
     All Members of the cooperative are required to hold 15 shares of Class A Common Stock. The bylaws of AWG contain restrictions 
concerning the transfer of common stock, which serves as collateral to secure Members’ indebtedness. Each Member holding Class A 
Common Stock is entitled to one vote in shareholder matters. On February 9, 2021, the Board of Directors of the Company declared a 
3-for-1 stock dividend effective March 23, 2021 for shareholders of record. Every shareholder of A and B stock received additional 
shares in the form of B stock. All issuances and redemptions since March 23, 2021 have been made at $1,200 per share. Issuances 
and redemptions between March 26, 2020 and March 22, 2021 were made at $2,400 per share. Issuances and redemptions between 
March 27, 2019 and March 25, 2020 were made at $2,300 per share. 
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(9)   Equity (continued) 
     The following table describes the number of authorized and outstanding shares of AWG Class A and Class B stock at December 
25, 2021 and December 26, 2020: 

    OUTSTANDING AT 
CLASS  AUTHORIZED  2021  2020 
Class A Stock, $100 par value  135,000  16,965   16,710  
Class B Stock, $100 par value  150,000   59,141   9,654  

The changes in common stock for the fiscal years ended December 25, 2021 and December 26, 2020 were as follows: 

        Total    
  

Class A 
 

 Class B 
 

 
Common 

Stock 
 

 Members 
Balances at December 28, 2019            
       Shares ...............................................................    16,470     10,261     26,731     1,100  
       Dollar Value ......................................................  $  1,647   $  1,026   $  2,673     
Issued            
       Shares ...............................................................    1,350     25     1,375     95  
       Dollar Value ......................................................  $  135   $  2   $  137     
Redeemed            
       Shares ...............................................................    (1,110)    (632)    (1,742)    (80) 
       Dollar Value ......................................................  $  (111)  $  (63)  $  (174)    
Balances at December 26, 2020            
       Shares ...............................................................    16,710     9,654     26,364     1,115 ) 
       Dollar Value ......................................................  $  1,671   $  965   $  2,636     
Issued             
       Shares ...............................................................    1,275     50,374     51,649     85  
       Dollar Value ......................................................  $ 128  $ 5,037  $ 5,165    
Redeemed            
       Shares ...............................................................    (1,020)    (887)   (1,907)   (68) 
       Dollar Value ......................................................  $  (102)  $  (88)  $  (190)    
Balances at December 25, 2021            
       Shares ...............................................................    16,965     59,141    76,106     1,132  
       Dollar Value ......................................................  $  1,697   $  5,914    7,611    

Accumulated Other Comprehensive Loss 
     Changes in accumulated other comprehensive loss attributable to the Company for the fiscal years ended December 25, 2021 and 
December 26, 2020 were as follows: 

 2021  2020 
Balances, beginning of year ............................................................   $  (56,269)  $  (45,531) 
Change in funded status of pension plan, net of $4,311 in tax in 
2021 and $3,728 in tax in 2020 .......................................................    12,084     (10,738) 
Change in fair value of interest swap, net of $0 in tax in 2021 and 
$0 in tax in 2020 ..............................................................................    (124)    —  
Balances, end of year......................................................................  $  (44,309)  $  (56,269) 
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(9)   Equity (continued) 

Additional Paid in Capital 
     Changes in additional paid in capital attributable to the Company for the fiscal years ended December 25, 2021 and December 26, 
2020 were as follows: 

 2021  2020 
Balances, beginning of year ............................................................   $  28,645   $  27,434  
Stock purchase or redemption surplus value paid in/(out) ..............    (5,200)    1,211  
Balances, end of year......................................................................  $  23,445   $  28,645  

 
Noncontrolling Interest 
     Changes in noncontrolling interest for the years ended December 25, 2021 and December 26, 2020 were as follows: 

 2021  2020 
Balances, beginning of year ............................................................   $  —   $  35,574  
Income attributable to noncontrolling interest ..................................    —     —  
Deconsolidation of VIE  ...................................................................   —    (35,574) 
Balances, end of year......................................................................  $  —   $  —  

(10) Income Taxes 
     The significant components of income tax expense are summarized as follows: 

 2021  2020  2019 
Federal:         
          Current ……………………………………. $  1,436   $     (2,383)  $ 3,862 
          Deferred……………………………………  2,360    16,657   (2,131) 
          Total Federal……………………………… $ 3,796   $ 14,274  $ 1,731 
       
State:         
          Current ……………………………………. $ 349   $ 377  $  1,430  
          Deferred……………………………………   1,044          4,144   (295) 
          Total State…………………………………  1,393    4,521   1,135 
Total income tax $ 5,189   $ 18,795  $ 2,866 
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(10) Income Taxes (continued) 
     The effects of temporary differences and other items that give rise to deferred income tax assets and liabilities are presented 
below: 

Deferred income tax assets: 2021  2020 
Pension ...........................................................................................  $ 3,873   $ 14,149  
Insurance ........................................................................................   5,220    4,838  
Compensation .................................................................................   5,468    4,554  
Accounts receivable ........................................................................   2,053    1,983  
Inventory .........................................................................................   2,292    2,579  
State credit carryover ......................................................................   4,621    4,680  
Other ...............................................................................................   2,010    2,152  
Deferred income tax assets ............................................................   25,537    34,935  
Valuation allowance ........................................................................   (3,835)   (3,596) 
Total deferred income tax assets ....................................................  $ 21,702   $ 31,339  
      
Deferred income tax liabilities:      
Fixed assets ....................................................................................  $ 6,353   $ 8,206  
Prepaid expenses ...........................................................................   2,043   2,112 
Total deferred income tax liabilities.................................................  $ 8,396  $ 10,318 
Net deferred income tax assets ......................................................  $ 13,306  $ 21,021 

      
    As of December 25, 2021 and December 26, 2020, respectively, a High Performance Incentive Program ("HPIP") valuation 
allowance of $3.8 million and $3.6 million was required to reduce deferred income tax assets to a level, which more likely than not, will 
be realized as future benefits.   

(11) Employee Benefit Plans 
     Substantially all employees of the Company are covered by various contributory and non-contributory pension or profit sharing 
plans. Union employees participate in multi-employer retirement plans under collective bargaining agreements, unless the collective 
bargaining agreement provides for participation in plans sponsored by the Company. The Company sponsors a defined benefit 
pension plan, both qualified and non-qualified (“the DB Plan”) and several defined contribution pension plans. The DB Plan covers 
821 and 906 participants for the fiscal years ended December 25, 2021 and December 26, 2020, respectively, which is comprised 
mainly of non-union warehouse, clerical and managerial employees. Beginning November 1, 2012, the Company’s DB Plan was 
closed to new employees and replaced with an enhanced contribution to the existing defined contribution plan. At present, the 
Company continues to accrue service costs for eligible participants of the DB Plan. The Company does not provide health care, life 
insurance, or disability plans to former or inactive employees after retirement under post-employment benefit plans. 
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(11) Employee Benefit Plans (continued) 
     The benefit obligation (which is the projected benefit obligation “PBO”), fair value of plan assets, and funded status of the 
Company’s DB Plan is as follows: 

Change in benefit obligation (PBO)  2021  2020 
    Benefit obligation at beginning of year .............................................   $  227,686   $  200,713  
        Service cost .................................................................................     10,916     10,561  
        Interest cost .................................................................................     5,508     6,712  
        Benefits paid ................................................................................     (56,370)    (23,993) 
        Actuarial loss ................................................................................     20,341     33,693  
    Benefit obligation at end of year ......................................................   $  208,081   $  227,686  
       
Change in plan assets       
    Fair value of plan assets at beginning of year .................................   $  174,856   $  160,105  
        Actual return on plan assets ........................................................     20,421     13,733  
        Employer contributions ................................................................     56,413     25,011  
        Benefits paid ................................................................................    (56,370)    (23,993) 
    Fair value of plan assets at end of year ...........................................   $  195,320   $  174,856  
       
Funded status, end of year  $  (12,761)  $  (52,830) 

 
     The actuarial losses included in the pension benefit obligation for 2021 and 2020 are primarily due to lower interest rates and 
changes in mortality assumptions utilized in measuring plan obligations. 

 Benefit calculations for the Company’s sponsored DB Plan for primarily non-union eligible participants are generally based on 
years of service and the participant’s highest compensation during five consecutive years during the last ten years of employment. 
The Company’s accumulated benefit obligation for the DB Plan was $180,449 and $198,448 at December 25, 2021 and December 
26, 2020, respectively.   

     Accumulated benefit obligations in excess of plan assets: 

 Restated Retirement Plan  Supplemental Executive 
Retirement Plan 

 2021  2020  2021  2020 
Accumulated benefit obligation $  —   $  —   $ 30,455  $ 26,415 
Fair value of plan assets $  —   $  —   $  —   $  —  

 

     Projected benefit obligations in excess of plan assets:    

 Restated Retirement Plan  Supplemental Executive 
Retirement Plan 

 2021  2020  2021  2020 
Projected benefit obligation $ 170,391  $ 194,090  $ 37,690  $ 33,596 
Fair value of plan assets $   195,320  $ 174,856  $ —  $ — 
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(11) Employee Benefit Plans (continued) 
      The amounts recognized for the DB Plan in the Company’s accumulated other comprehensive loss consisted of the following: 

  2021  2020 
    Total recognized in AOCL, before tax ..............................................   $  (59,946)  $  (76,341) 
    Total recognized in AOCL, net of tax ...............................................   $  (44,185)  $  (56,269) 

 
     Fiscal Year DB Plan Benefits 
              2022 .......................................................................................................................   $  26,113  
              2023 .......................................................................................................................     29,730  
              2024 .......................................................................................................................     31,736  
              2025 .......................................................................................................................     26,715  
              2026 .......................................................................................................................     24,205  
              Years 2027-2031 ...................................................................................................     95,831  

 
     Net periodic benefit expense for the DB Plan is reflected in the SG&A expense section of the Consolidated Statements of 
Operations and Comprehensive Income and consisted of the following: 

    2021  2020  2019 
Service cost – benefits earned during the period ....  $  10,916   $  10,561   $  10,099  
Interest cost on projected benefit obligations ..........    5,508     6,712     7,578  
Expected return on plan assets ...............................    (11,130)    (10,871)    (8,962) 
Amortization of net actuarial loss .............................    11,493     9,122     8,195  
Settlement loss ........................................................    15,952     7,244     1,006  
        Net periodic benefit expense ............................ $  32,739   $  22,768   $  17,916  

     Weighted average assumptions used for the DB Plan are as follows: 

    2021  2020  2019 
Weighted average assumptions used to determine  
benefit obligations:    

  

      Discount rate .............................................................................  2.85%  2.55%  3.45% 
      Rate of compensation increase .................................................  2.59%  2.57%  2.57% 
      
Weighted average assumptions used to determine net 
periodic benefit cost:    

  

      Discount rate .............................................................................  2.55%  3.45%  4.45% 
      Rate of compensation increase .................................................  2.50%, 3.00%  2.50%, 3.00%  2.50%, 3.00% 
      Expected return on plan assets .................................................  6.00%  6.75%  6.75% 
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(11) Employee Benefit Plans (continued) 

     The fair value of the Company’s DB Plan assets at the end of the 2021 calendar year, by asset category, are as follows: 

Asset Category 2021 Total  Level 1  Level 2  Level 3 
            
Equity Securities ........................................................  $ 126,176  $ 126,176   $ —  $ — 
Fixed Income            
     U.S. Government Securities ..................................   15,397   9,373    6,024   — 
     Mutual Funds ........................................................   —   —   —   — 
     Corporate or Agency Securities ............................   51,336   —   51,336   — 
Limited Partnerships ..................................................   2,411   —   —   2,411 
    Totals .....................................................................  $ 195,320  $ 135,549   $ 57,360   $ 2,411 

     The fair value of the Company’s DB Plan assets at the end of the 2020 calendar year, by asset category, are as follows: 

Asset Category 2020 Total  Level 1  Level 2  Level 3 
            
Equity Securities ........................................................  $ 117,600  $ 117,600   $ —  $ — 
Fixed Income ..............................................................             
     U.S. Government Securities ..................................   14,702   8,684   6,018   — 
     Mutual Funds ........................................................   —   —   —   — 
     Corporate or Agency Securities ............................     40,100   —   40,100   — 
Limited Partnerships ..................................................   2,454   —   —   2,454 
    Totals .....................................................................  $ 174,856  $ 126,284  $ 46,118  $ 2,454 

 
    The following is a description of the valuation methodologies used for assets measured at fair value at December 25, 2021 and 
December 26, 2020: 

Equity Securities, Money Market Funds, and Mutual Funds are valued at the closing price reported on the active market on 
which the individual securities are traded. 

U.S. Government Securities traded on a highly liquid secondary market are stated at the last reported sales price on the day of 
valuation. To the extent these securities are actively traded and valuation adjustments are not applied, they are classified 
within Level 1.  

Corporate or Agency Securities are determined through evaluated bid prices based on recent trading activity and other relevant 
information, including market interest rate curves and reference credit spreads, and estimated prepayment rates, where 
applicable, are used for valuation purposes provided by third-party pricing services where quoted market values are not 
available. 

Limited Partnerships that are hedge funds are valued based on estimates for the fair value of investment funds held by the 
partnership that have calculated net asset value per share as a practical expedient in accordance with the specialized 
accounting guidance for investment companies. Another limited partnership is valued based on the contributions paid into the 
fund through year end, which approximates fair value. The majority of Limited Partnerships held as investments are subject to 
redemption restrictions of a quarterly frequency with 95 day notice periods and a minimum investment period of one year. 
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(11) Employee Benefit Plans (continued) 
     The following table presents purchases and other adjustments of financial assets measured at fair value on a recurring basis using 
significant unobservable inputs (Level 3) during the fiscal year ended December 25, 2021 and December 26, 2020 is as follows: 

  2021  2020 
    Transfers ..........................................................................................   $       —   $       —  
    Purchases & Issues .........................................................................   $ 4,988   $ 1,579 

 
     The Company’s investment policy reflects the nature of the DB Plan’s funding obligations. The assets are invested to provide the 
opportunity for both income and growth of principal. This objective is pursued as a goal designed to provide required benefits for 
participants without undue risk. It is expected that this objective can be achieved through a well-diversified asset portfolio. Investment 
managers are directed to maintain equity portfolios at a risk level approximately equivalent to that of the specific benchmark 
established for the portfolio. The expected rate of return on DB Plan assets was determined based on expectations of future returns 
for the DB Plan’s investments based on the target asset allocation of the DB Plan’s investments.      
 
     The Company expects to contribute approximately $26.1 million to the DB Plan during 2022. The Company also makes 
contributions to its defined contribution plans. The total expense for these plans amounted to (in millions) $15.5, $14.8, and $11.3 in 
2021, 2020, and 2019, respectively. 

     The 2005 Non-Qualified Deferred Compensation Plan is available for officers of the Company to elect, by the required deadlines in 
the preceding year, to have a designated portion of their wages set aside for their own personal tax planning purposes, in a trust held 
by Bank of America. At the time of election, the date for future distribution of wages to the participant is established, according to 
allowable parameters within the plan documents. The asset is reported as a noncurrent asset with the offsetting liability as a 
noncurrent liability on the consolidated balance sheets and were $14.5 million and $10.9 million for December 25, 2021 and 
December 26, 2020, respectively. 

      The fair value of the Company’s Deferred Compensation plan assets at the end of 2021 and 2020 calendar year, by asset 
category are as follows: 

Asset Category 2021 Total  Level 1  Level 2  Level 3 
            
Money Market Funds .................................................  $  2,069   $  2,069   $  —   $  —  
Corporate Bonds ........................................................    —     —     —     —  
Common Stocks .........................................................    3,841     3,841     —     —  
Mutual Funds .............................................................    8,566     8,566     —     —  
    Totals .....................................................................  $  14,476   $  14,476   $  —   $  —  
            
Asset Category 2020 Total  Level 1  Level 2  Level 3 
            
Money Market Funds .................................................  $  2,902   $  2,902   $  —   $  —  
Corporate Bonds ........................................................    538     —     538     —  
Common Stocks .........................................................    3,709     3,709     —     —  
Mutual Funds .............................................................    3,755     3,755     —     —  
    Totals .....................................................................  $  10,904   $  10,366   $  538   $  —  
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(12) Commitments and Contingent Liabilities 
     The Company is obligated as lessee under various noncancelable long-term supermarket property leases with minimum annual 
rentals of approximately $36.0. These leases have an average remaining life of 6 years. The Company has subleased the majority of 
its supermarket properties to Members (except for properties operated by the Company’s subsidiaries) for substantially the same 
lease terms and rental amounts. Rental expense related to these properties were (in millions) $30.7, $31.9, and $31.9 in 2021, 2020, 
and 2019, respectively. Rental income received was (in millions) $32.1, $32.2, and $33.1 in 2021, 2020 and 2019, respectively. Future 
minimum lease payments expected to be incurred over the next five fiscal years and thereafter is estimated as follows (in millions): 
2022 - $30.1; 2023 - $28.6; 2024 - $25.9; 2025 - $22.0, 2026 - $20.2; and $77.5 thereafter. Offsetting rental income expected to be 
received over the next five fiscal year and thereafter is estimated as follows (in millions): 2022 - $31.3; 2023 - $29.7; 2024 - $27.1; 
2025 - $23.1, 2026 - $21.2; and $81.3 thereafter. Rents charged to general and administrative expenses for operating leases, other 
than supermarket properties, were (in millions) $3.3, $3.2, and $2.0 in 2021, 2020, and 2019, respectively. Operating lease rent 
expense expected to be incurred over the next five fiscal years is estimated as follows (in millions): 2022 - $8.8; 2023 - $8.9; 2024 - 
$9.1; 2025 - $9.3, 2026 - $9.5.   

    The Company is a guarantor of loans issued to members in the amount of $15.0 and $17.5 million for December 25, 2021 and 
December 26, 2020, respectively. 

     In December 2015, the Company entered into a limited guaranty with Bank of America on behalf of HAC, Inc. Amended in 2017, 
this limited guaranty allows HAC, Inc. to issue standby letters of credit in amounts up to $15.0 million without requiring HAC to 
maintain a cash collateral account with Bank of America. The Company is able to revoke the limited guaranty at any time in respect to 
future transactions. The Company will, however, be at risk for existing indebtedness at the time of revocation. 

     In April 2018 and March 2019 the Company entered into limited guaranties with Great Southern Bank on behalf of one of its 
Members. These guaranties of payment were limited to $5 million and $0.9 million, respectively, of outstanding debt of the Member 
with Great Southern Bank. Amended in June 2020, these guaranties were combined into one guaranty limited to $1.25 million of 
outstanding debt of the Member with Great Southern Bank. This guaranty ended in August 2021.   

     In October 2019, the Company entered into a limited guaranty with UMB Bank, N.A. on behalf of one of its Members. This guaranty 
of payment was limited to $1.9 million of outstanding debt of the Member with UMB Bank, N.A. This guarantee ended in September 
2020. 

      In September 2020, the Company entered into a limited guaranty with Central Bank of the Ozarks on behalf of one of its Members. 
This guaranty of payment was limited to $1.22 million of outstanding debt of the Member with Central Bank of the Ozarks. This 
guaranty ended in October 2021. 

     The Company has entered into surety bond agreements with government entities which bind the Company to repay the 
government entity if the Company is unable to successfully perform on its contractual obligations to the government entity. As of 
December 25, 2021 and December 26, 2020, the Company had $9.7 million and $8.9 million, respectively, of outstanding surety 
bonds.  

     The Company is involved in various claims and litigation arising in the normal course of business. In the opinion of management, 
the ultimate resolution of these actions will not have a material adverse effect on the Company’s consolidated financial statements. 
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(13) Multi-employer Plans 
     The Company contributes to a single multi-employer defined benefit pension plan under the terms of the collective-bargaining 
agreements that cover its union-represented employees. The risks of participating in a multi-employer plan are different from single-
employer plans in the following aspects: 

a. Assets contributed to the multi-employer plan by one employer are used to provide benefits to employees of other 
participating employers. 

 
b. If a participating employer stops contributing to the plan, the unfunded obligations of the plan are borne by the 

remaining participating employers. 
 

c. If the Company chooses to stop participating in its multi-employer plan, then it is required to pay that plan an 
amount based on the underfunded status of the plan, referred to as a withdrawal liability. 

     The Company’s participation in this plan for the fiscal year ended December 25, 2021 is outlined in the table below. The “EIN and 
Pension Plan Number” column provides the Employee Identification Number (“EIN”) and the three-digit plan number. Unless otherwise 
noted, the most recent Pension Protection Act (“PPA”) zone status available in 2021 and 2020 is for the plan’s fiscal year end at 
December 25, 2021 and December 26, 2020, respectively. The zone status is based on information that the Company received from 
the plan and is certified by the plan’s actuary. Among other factors, plans in the red zone are generally less than 65 percent funded, 
plans in the yellow zone are more than 65, but less than 80 percent funded and plans in the green zone are at least 80 percent 
funded. Based on its projection insolvency, the plan has been deemed to be in “critical and declining” status for 2020 and 2019. The 
“FIP/RP Status Pending/Implemented” column indicates plans for which a financial improvement plan (“FIP”) or rehabilitation plan 
(“RP”) is either pending or has been implemented. The last column lists the expiration date of the collective-bargaining agreements to 
which the plan is subject. Finally, there have been no significant changes that affect the comparability of 2021, 2020 and 2019 
contributions. 

Pension 

EIN and 
Pension 

Plan 

Pension 
Protection Act 
Zone Status 

FIP/RP 
Status Company Contributions Surcharge 

Expiration 
Date Of 

Collective- 
Bargaining 

Fund Number 2020 2019 Implemented 2021 2020 2019 Imposed Agreements 
Central States, 36-6044243 Red Red Yes $14,845 $15,135 $14,537 No April 1, 2028 
Southeast and  Plan 001         
Southwest 
Areas          
Pension Fund          

   The Company was not listed in the plan’s Form 5500 as providing more than 5% of the total contributions for the plan years ending 
in 2020 and 2019. At the date the Company’s consolidated financial statements were issued, the plan’s Form 5500 was not available 
for the plan year ending in 2021. 

 

 

 

 

 

 



2021 Annual Report     3938       Associated Wholesale Grocers, Inc.

ASSOCIATED WHOLESALE GROCERS, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

 (dollars in thousands unless otherwise indicated) 
 

 

(14) Derivative Contracts 
    With the commencement of automated warehouse project, aptly named The All-In-One Project, the Company has become exposed 
to certain financial and market risks.  The Company has currency exchange rate risk exposure associated with transactions related to 
purchases of services and equipment denominated in the foreign currency, Euro.  The Company’s financial risk management activities 
may at times involve the use of derivative financial instruments to hedge the impact of market price risk exposures. 

    The Company has entered into, and may in the future enter into, short term foreign currency forward derivative contracts with JP 
Morgan as part of a program designed to mitigate the currency exchange rate risk exposure on transactions with a foreign vendor. 
Although contracts pursuant to this program will serve as an economic hedge of the cash flow of our currency exchange risk 
exposure, they are not formally designated as hedge contracts or qualify for hedge accounting treatment.  Accordingly, any change in 
the fair value of these derivative instruments during a period will be included in the determination of earnings for that period.  The fair 
values of foreign currency derivative instruments are based on quoted market values (a Level 2 fair value measurement). The foreign 
currency derivative outstanding at year end was immaterial to the consolidated financial statements. During the year ended December 
25, 2021, the Company recognized immaterial net gains associated with the Company’s foreign currency derivative program. These 
were reflected in other income. 
 
     The Company also entered into an interest rate swap effective November 2021 to coincide with the entrance into a $100 million 
term borrowing related to the construction of the automated warehouse. This cash flow hedge has a $75 million notional amount with 
fixed and variable rate components and a term of twelve years. The cash flow hedge met the requirements of ASC 815-20-25-131D 
therefore the effectiveness was assessed by applying the simplified hedge accounting approach. Accordingly, any change in the fair 
value of this derivative instrument during a period will be included in the determination of AOCI for that period. The fair value of the 
cash flow derivative instrument is based on quoted market values (a Level 2 fair value measurement). During the year ended 
December 25, 2021, the Company recorded an immaterial payor position in the consolidated financial statements. Ongoing 
assessment of hedge effectiveness will be performed by evaluating the hedge against the stated guidance. 

 
(15) Antitrust Settlement 
     In 2018, the Company filed a lawsuit against a group of suppliers of commodity goods and related affiliates for antitrust and 
unlawful price fixing activities. The Company entered into a confidential settlement agreement with several defendants pursuant to 
which the Company received proceeds in 2020. The Company then distributed these proceeds as a special cash patronage dividend, 
separate from the 2020 distribution that was allocated among the impacted members.  

(16) Subsequent Events 

     Subsequent events have been evaluated through March 3, 2022, which is the date the consolidated financial statements were 
available to be issued. Other than events noted below, there were no other material events requiring recognition or disclosure. 

       On December 28, 2021, New Age Logistics, Inc., a wholly owned subsidiary of the Company, sold the real estate comprising the 
Southaven warehouse to an unrelated buyer. The aggregate sales price was $61.5 million. New Age Logistics subsequently leased 
the real estate from the buyers under a short term lease to be utilized until such time that the Hernando facility is operational. 
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Board of Directors 
Associated Wholesale Grocers, Inc. 

Opinion 
We have audited the consolidated financial statements of Associated Wholesale 
Grocers, Inc. (a Kansas corporation) and subsidiaries (the “Company”), which 
comprise the consolidated balance sheets and consolidated statements of retained 
earnings as of December 25, 2021 and December 26, 2020, and the related 
consolidated statements of operations and comprehensive income and cash flows for 
each of the three years in the period ended December 25, 2021, and the related 
notes to the financial statements. 

In our opinion, the accompanying consolidated financial statements present fairly, in 
all material respects, the financial position of the Company as of December 25, 2021 
and December 26, 2020 and the results of its operations and its cash flows for each of 
the three years in the period ended December 25, 2021 in accordance with 
accounting principles generally accepted in the United States of America. 

Basis for opinion 
We conducted our audits of the consolidated financial statements in accordance with 
auditing standards generally accepted in the United States of America (US GAAS). 
Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are 
required to be independent of the Company and to meet our other ethical 
responsibilities in accordance with the relevant ethical requirements relating to our 
audits. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 

Responsibilities of management for the financial statements 
Management is responsible for the preparation and fair presentation of the 
consolidated financial statements in accordance with accounting principles generally 
accepted in the United States of America, and for 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. 

In preparing the consolidated financial statements, management is required to 
evaluate whether there are conditions or events, considered in the aggregate, that 
raise substantial doubt about the Company’s ability to continue as a going concern for 
one year after the date the financial statements are available to be issued. 

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 
 

 

GRANT THORNTON LLP 
1201 Walnut Street, Suite 2200 
Kansas City, MO 64106 
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A#�itor$s responsibilities for the a#�it of the financial statements
Our ob&ectives are to obtain reasonable assurance about whether the consolidated 
financial statements as a whole are free from material misstatement, whether due to 
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable 
assurance is a high level of assurance but is not absolute assurance and therefore is 
not a guarantee that an audit conducted in accordance with US GAAS will always 
detect a material misstatement when it e4ists. �he ris' of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud 
may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. Misstatements are considered material if there is a 
substantial li'elihood that, individually or in the aggregate, they would influence the 
&udgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with US GAAS, we�

• �4ercise professional &udgment and maintain professional s'epticism throughout 
the audit.

• Identify and assess the ris's of material misstatement of the consolidated 
financial statements, whether due to fraud or error, and design and perform audit 
procedures responsive to those ris's. Such procedures include e4amining, on a 
test basis, evidence regarding the amounts and disclosures in the financial 
statements.

• Obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, but not for the 
purpose of e4pressing an opinion on the effectiveness of the Company’s internal 
control. Accordingly, no such opinion is e4pressed.

• �valuate the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as 
well as evaluate the overall presentation of the consolidated financial statements.

• Conclude whether, in our &udgment, there are conditions or events, considered in 
the aggregate, that raise substantial doubt about the Company’s ability to 
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, 
among other matters, the planned scope and timing of the audit, significant audit 
findings, and certain internal control6related matters that we identified during the 
audit.

Kansas City, Missouri
March 	, 2022






