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INDEPENDENT AUDITORS’ REPORT 
 
 
To the Members and Board of Directors of 
Hanover Consumer Cooperative Society, Inc. 
 
 
Opinion 
 
We have audited the financial statements of Hanover Consumer Cooperative Society, Inc. (the Cooperative), 
which comprise the balance sheets as of December 27, 2025 and December 28, 2024, the related statements of 
operations, comprehensive (loss) income, members’ equity and cash flows for the years then ended, and the 
related notes to the financial statements. 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Cooperative as of December 27, 2025 and December 28, 2024, and the results of its operations 
and its cash flows for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 
Basis for Opinion 
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America (GAAS).  Our responsibilities under those standards are further described in the Auditors’ 
Responsibilities for the Audit of the Financial Statements section of our report.  We are required to be 
independent of the Cooperative 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 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 
financial statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the Cooperative’s ability to continue as 
a going concern within one year after the date that the financial statements are issued or available to be issued. 
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To the Members and Board of Directors of 
Hanover Consumer Cooperative Society, Inc. 
 
 
Auditors’ Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 GAAS will always detect a material misstatement when 
it exists.  The risk 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 likelihood that, individually 
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements. 
 
In performing an audit in accordance with GAAS, we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
• Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, and design and perform audit procedures responsive to those risks.  Such procedures 
include examining, 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 expressing an opinion on the 
effectiveness of the Cooperative’s internal control.  Accordingly, no such opinion is expressed. 

• Evaluate 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 
financial statements. 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that 
raise substantial doubt about the Cooperative’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 control–related matters 
that we identified during the audit. 
 
Supplemental Information 
 
Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole.  The 
accompanying supplemental information is presented for the purposes of additional analysis and is not a 
required part of the financial statements.  Such information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to prepare the financial 
statements.  The information has been subjected to the auditing procedures applied in the audits of the financial 
statements and certain additional procedures, including comparing and reconciling such information directly 
to the underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America.  In our opinion, the information is fairly stated in all material respects 
in relation to the financial statements as a whole. 
 
 
 
 
Manchester, New Hampshire 
March 25, 2026  
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

BALANCE SHEETS 
 

December 27, 2025 and December 28, 2024 
 
 

ASSETS 
 
 2025 2024 
Current assets: 
 Cash and cash equivalents  $ 3,274,931 $ 1,608,336 
 Short-term investments   855,861  1,111,581 
 Accounts receivable – trade and other   1,221,314  1,262,589 
 Inventories   2,488,058  2,433,963 
 Other current assets   457,661  705,809 
 
  Total current assets   8,297,825  7,122,278 
 
Investments   1,256,152  1,397,927 
 
Property and equipment, at cost: 
 Land and improvements   342,189  342,189 
 Buildings and improvements   12,893,043  14,309,769 
 Machinery and equipment   11,330,679  15,565,563 
 Construction in process   353,254  407,455 
 
     24,919,165  30,624,976 
 Less accumulated depreciation and amortization   (15,266,843)  (21,017,731) 
 
  Property and equipment, net   9,652,322  9,607,245 
 
Other assets: 
 Operating lease right-of-use assets   24,579,816  22,129,951 
 Investments in other cooperative associations   1,677,228  1,677,228 
 Certificates of indebtedness   –     36,792 
 Interest rate swap asset   513,010  771,595 
 Other   –     6,036 
 
  Total other assets   26,770,054  24,621,602 
 
Total assets  $ 45,976,353 $ 42,749,052 
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LIABILITIES AND MEMBERS’ EQUITY 
 
 2025 2024 
Current liabilities: 
 Current portion of long-term debt  $ 196,930 $ 197,101 
 Current portion of operating lease liabilities   1,381,797  1,256,751 
 Accounts payable   3,331,070  2,394,717 
 Accrued payroll and benefits   684,935  534,894 
 Accrued expenses   578,676  578,948 
 
  Total current liabilities   6,173,408  4,962,411 
 
Long-term liabilities: 
 Long-term debt, less current portion   4,795,643  4,997,890 
 Operating lease liabilities, less current portion   24,690,032  22,240,755 
 Deferred income taxes   623,391  668,497 
 Mandatorily redeemable stock   204,370  205,862 
 
     30,313,436  28,113,004 
 
  Total liabilities   36,486,844  33,075,415 
 
Commitments and contingencies (note 10) 
 
Members’ equity: 
 Capital stock   3,046,928  3,010,136 
 Donated capital   554,367  554,367 
 Retained earnings   5,406,337  5,439,679 
 Accumulated other comprehensive income   481,877  669,455 
 
  Total members’ equity   9,489,509  9,673,637 
 
        
 
Total liabilities and members’ equity  $ 45,976,353 $ 42,749,052 
 
 
 
The accompanying notes are an integral part of these statements. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

STATEMENTS OF OPERATIONS 
 

Years Ended December 27, 2025 and December 28, 2024 
 
 
 2025 2024 
 
Revenues, net  $90,713,882 $89,965,277 
 
Cost of sales  61,146,136 60,932,794 
 
  Gross profit  29,567,746 29,032,483 
 
Operating expenses  28,830,967 28,671,414 
 
Income from operations   736,779  361,069 
 
Other (expense) income: 
 Interest expense   (139,688)  (145,132) 
 Interest income   144,495  80,430 
 Other income   15,541  118,904 
 Building and equipment impairment loss   (679,225)  –    
 
  Total other (expense) income   (658,877)  54,202 
 
Income before income taxes   77,902  415,271 
 
Provision for income taxes   (111,244)  (123,352) 
 
Net (loss) income  $ (33,342) $ 291,919 
 
 
 
The accompanying notes are an integral part of these statements. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

STATEMENTS OF COMPREHENSIVE (LOSS) INCOME 
 

Years Ended December 27, 2025 and December 28, 2024 
 
 
 2025 2024 
 
Net (loss) income  $ (33,342) $ 291,919 
 
Other comprehensive (loss) income before tax: 
 Change in fair value of swap derivative during period   (258,585)  (2,167) 
 Unrealized gains on investments   16,740  68,134 
 
Income tax effect related to items of other comprehensive (loss) income   54,267  (46,957) 
 
Other comprehensive (loss) income, net of tax   (187,578)  19,010 
 
Total comprehensive (loss) income  $ (220,920) $ 310,929 
 
 
 
The accompanying notes are an integral part of these statements. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

STATEMENTS OF MEMBERS’ EQUITY 
 

Years Ended December 27, 2025 and December 28, 2024 
 
 
        Other 
        Accumulated 
  Class A  Partial Total   Compre- 
  Common Stock  Share Capital Donated Retained hensive 
 Shares Values Credits  Stock   Capital  Earnings     Income     Total 
 
Balance, December 30, 2023   557,805 $ 2,789,021 $ 58,312 $ 2,847,333 $ 552,053 $ 5,147,760 $ 650,445 $ 9,197,591 
 
Net income   –     –     –     –     –     291,919  –     291,919 
Other comprehensive income   –     –     –     –     –     –     19,010  19,010 
Shares issued, net of redemptions   33,154  165,774  (1,163)  164,611  –     –     –     164,611 
Donated capital   (463)  (2,315)  507  (1,808)  2,314  –     –     506 
 
Balance, December 28, 2024   590,496  2,952,480  57,656  3,010,136  554,367  5,439,679  669,455  9,673,637 
 
Net loss   –     –     –     –     –     (33,342)  –     (33,342) 
Other comprehensive loss   –     –     –     –     –     –     (187,578)  (187,578) 
Shares issued, net of redemptions   8,114  40,526  (3,734)  36,792  –     –     –     36,792 
 
Balance, December 27, 2025   598,610 $ 2,993,006 $ 53,922 $ 3,046,928 $ 554,367 $ 5,406,337 $ 481,877 $ 9,489,509 
 
 
 
The accompanying notes are an integral part of these statements. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

STATEMENTS OF CASH FLOWS 
 

Years Ended December 27, 2025 and December 28, 2024 
 
 
 2025 2024 
Cash flows from operating activities: 
 Net (loss) income  $ (33,342) $ 291,919 
 Adjustments to reconcile net (loss) income to 
  cash provided by operating activities: 
   Depreciation and amortization   692,566  765,895 
   Non-cash rent expense   124,458  91,423 
   Loss on disposal of equipment   679,225  –    
   Patronage investments in cooperatives   (78,260)  (102,426) 
   Deferred income taxes   9,161  32,110 
   Changes in operating assets and liabilities: 
    Accounts receivable   41,275  (803,613) 
    Inventory   (54,095)  (75,594) 
    Other assets   254,184  61,400 
    Accounts payable   667,466  110,186 
    Accrued payroll and benefits   150,041  65,958 
    Accrued expenses   (272)  (23,108) 
    Other liabilities   –     (56,426) 
 
  Net cash provided by operating activities   2,452,407  357,724 
 
Cash flows from investing activities: 
 Acquisition of property and equipment   (1,145,227)  (448,168) 
 Proceeds from investments   836,000  1,246,000 
 Purchases of investments   (421,765)  (1,264,730) 
 Proceeds from repayments of certificates of indebtedness, net   36,792  29,172 
 Proceeds from investments in cooperatives   78,260  63,955 
 
  Net cash used by investing activities   (615,940)  (373,771) 
 
Cash flows from financing activities: 
 Proceeds from issuance of long-term debt   –     15,295 
 Principal payments on long-term debt   (205,172)  (195,135) 
 Proceeds from issuance of capital stock, net   35,300  163,578 
 
  Net cash used by financing activities   (169,872)  (16,262) 
 
Net increase (decrease) in cash and cash equivalents   1,666,595  (32,309) 
 
Cash and cash equivalents, beginning of year   1,608,336  1,640,645 
 
Cash and cash equivalents, end of year  $ 3,274,931 $ 1,608,336 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

STATEMENTS OF CASH FLOWS (CONTINUED) 
 

Years Ended December 27, 2025 and December 28, 2024 
 
 
 2025 2024 
Supplemental disclosures of cash flows information: 
 Cash paid during the period for: 
  Interest expense  $ 147,100 $ 149,449 
  Income taxes  $ 67,831 $ 144,731 
 
Supplemental disclosure of noncash activities: 
 Other comprehensive (loss) income amounts: 
  Noncash activity related to interest rate swap: 
   Change in fair value of interest rate swap, net of related tax effect  $ (200,602) $ (1,681) 
  Noncash activity related to investments: 
   Unrealized gains on investments, net of related tax effect  $ 13,024 $ 20,691 
 
 In 2025, the Cooperative acquired operating right-of-use assets and lease liabilities totaling $3,933,136. 
 
 The Cooperative has capital expenditures of $268,887 included in construction in process recorded in 

accounts payable at December 27, 2025. 
 
 
 
The accompanying notes are an integral part of these statements. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
1. Nature of Operations 
 
 The Hanover Consumer Cooperative Society, Inc. (the Cooperative), was incorporated in New Hampshire 

in 1937.  The Cooperative operates member-owned food stores in Hanover and Lebanon, New Hampshire, 
and White River Junction, Vermont, as well as automobile service centers in Hanover, New Hampshire 
and Norwich, Vermont, which are open to its members and the general public.  In addition, the 
Cooperative operates a commissary kitchen in Wilder, Vermont, which prepares food products for resale 
through the Cooperative’s food stores.  The majority of sales are to members of the Cooperative.  Sales 
to members were approximately 74% of total sales for the years ended December 27, 2025 and 
December 28, 2024.  Sales of grocery-related items were 95% and 94% of total sales in 2025 and 2024, 
respectively, and sales of automobile fuel and repair services were 5% and 6% of total sales in 2025 and 
2024, respectively. 

 
 
2. Summary of Accounting Policies 
 
 Fiscal Year End 
 
 The Cooperative’s fiscal year ends on the Saturday nearest to December 31.  The 2025 and 2024 fiscal 

years included 52 weeks. 
 
 Cash and Cash Equivalents 
 
 The Cooperative considers all highly liquid instruments purchased with an original maturity of three 

months or less to be cash equivalents. 
 
 Accounts Receivable 
 
 Trade accounts are stated at the amount the Cooperative expects to collect from sales of products.  Other 

receivables primarily consist of volume rebates due from various suppliers and accrued investment 
income.  In accordance with ASC Topic 326, Financial Instruments – Credit Losses, the Cooperative 
makes ongoing estimates relating to the collectibility of accounts receivable and maintains an allowance 
for estimated losses resulting from the inability of its customers to make required payments.  Management 
considers the following factors when determining the collectibility of these receivables: customer 
creditworthiness, programmatic discounts and allowances, past transaction history, current economic 
industry trends, and changes in payment terms.  If the financial condition of the Cooperative’s customers 
were to deteriorate, adversely affecting their ability to make payments, additional allowances would be 
required.  Based on management’s assessment, the Cooperative provides for estimated uncollectible 
amounts through a charge to earnings and a credit to a valuation allowance.  Management determined that 
no allowance was required at December 27, 2025 and December 28, 2024. 

 
 Accounts receivable – trade and other consists of the following at December 27, 2025 and December 28, 

2024: 
 
  2025 2024 
 
 Trade and credit card receivables  $ 748,336 $ 831,102 

Other receivables   472,978  431,487 
 
  $ 1,221,314 $ 1,262,589 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
2. Summary of Accounting Policies (Continued) 
 
 Inventory 
 
 Inventory consists of consumer products for resale and is stated at the lower of cost or net realizable value.  

Cost is determined using the first-in first-out (FIFO) method. 
 
 Property and Equipment 
 
 Depreciation and amortization are provided for in amounts sufficient to relate the cost of depreciable 

assets to operations over their estimated service lives.  Leasehold improvements are amortized over the 
lives of the respective leases or the service lives of the improvements, whichever are shorter.  The straight-
line method of depreciation is followed for substantially all assets for financial reporting purposes, but 
accelerated methods are used for tax purposes.  Depreciation expense was $689,812 and $762,156 for the 
years ended December 27, 2025 and December 28, 2024, respectively. 

 
 Impairment of Long-Lived Assets 
 
 Long-lived assets, including property and equipment and purchased intangibles subject to amortization, 

are reviewed for impairment whenever events or changes in circumstances indicate that their carrying 
amounts may not be recoverable.  Recoverability of assets to be held and used is measured by comparing 
the carrying amount of the asset to estimated undiscounted future cash flows.  If the carrying amount 
exceeds the asset’s fair value, an impairment charge is recognized for the amount of the excess. 

 
 Prior to October 2024, the Cooperative operated a community market.  In October 2024, the community 

market was closed and management continues to evaluate the most effective future use for the location 
and its related assets.  As of December 28, 2024, the net book value of the property and equipment 
associated with the market was approximately $644,000, and the right-of-use asset related to the land 
lease was approximately $436,000.  In 2025, management determined that the property and equipment 
associated with the community market was fully impaired and recorded an impairment charge of 
$679,225.  The underlying land lease remains in place and management has concluded that, as of 
December 27, 2025, the related right-of-use asset was not impaired.  Management is still assessing the 
plan for the leased space. 

 
 As of December 27, 2025 and December 28, 2024, management concluded that no other impairment 

losses were required to be recognized. 
 
 Investment in Other Cooperative Associations 
 
 Nonmarketable investments in cooperative associations are carried at cost, less any impairment, plus or 

minus changes from observable price changes in orderly transactions for an identical or similar investment 
of the same issuer. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
2. Summary of Accounting Policies (Continued) 
 
 Investment Securities and Investment Income 
 
 The Cooperative classifies its investment securities as available-for-sale.  Investments consist of a money 

market fund and debt securities and are carried at fair value in the accompanying balance sheets.  See 
note 15 for further discussion regarding fair value measurements.  Investment income (including realized 
gains and losses on investments, interest and dividends) are included in interest income in the 
accompanying statements of operations.  The change in net unrealized gains and losses on debt securities 
is reported within other comprehensive (loss) income, except declines that are determined by management 
to be other than temporary, which are reported as an impairment charge and would be included within 
other (expense) income.  No such losses were recorded in 2025 or 2024. 

 
 Mandatorily Redeemable Stock 
 
 Effective May 1, 2017, the Board of Directors approved Class B shares, which have a ten-year maturity 

date.  The Cooperative is required to redeem the shares for $5 per share upon maturity.  The shares are 
classified as mandatorily redeemable stock, which are recorded as a liability at the estimated fair value 
upon issuance and remeasured annually to its redemption amount through charges to interest expense. 

 
 Debt Issuance Costs 
 
 Debt issuance costs are amortized on the straight-line method, which approximates the effective interest 

method, over the term of the related agreements.  The debt issuance costs are presented as a component 
of long-term debt. 

 
 Income Taxes 
 
 Temporary differences giving rise to deferred income taxes consist primarily of the excess of depreciation 

for tax purposes over the amount for financial reporting purposes, any impairment write-down recognized 
for financial reporting purposes not for tax purposes, accrued compensation, patronage refunds earned on 
investments in other cooperative associations, and certain expenses which are reported differently for 
financial reporting and tax purposes. 

 
 When tax returns are filed, it is highly certain that some positions taken would be sustained upon 

examination by the taxing authorities, while others are subject to uncertainty about the merits of the 
position taken or the amount of the position that would be ultimately sustained.  The benefit of a tax 
position is recognized in the financial statements in the period during which, based on all available 
evidence, management believes it is more likely than not that the position will be sustained upon 
examination, including the resolution of appeals or litigation processes, if any.  Tax positions taken are 
not offset or aggregated with other positions.  Tax positions that meet the more-likely-than-not recognition 
threshold are measured as the largest amount of tax benefit that is more than 50% likely of being realized 
upon settlement with the applicable taxing authority.  The portion of the benefits associated with tax 
positions taken that exceeds the amount measured as described above is reflected as a liability for 
unrecognized tax benefits in the accompanying balance sheet along with any associated interest and 
penalties that would be payable to the taxing authorities upon examination. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
2. Summary of Accounting Policies (Continued) 
 
 The Cooperative has evaluated the positions taken on its corporate tax returns filed and the potential 

impact on its tax status as of December 27, 2025 and December 28, 2024.  The Cooperative has concluded 
no uncertain income tax positions existed at December 27, 2025 and December 28, 2024. 

 
 Interest and penalties associated with unrecognized tax benefits are classified as additional income taxes 

in the statements of operations. 
 
 Advertising Expense 
 
 Advertising costs are charged to operations when incurred.  Advertising expense was approximately 

$131,700 and $133,700 for the years ended December 27, 2025 and December 28, 2024, respectively. 
 
 Revenue Recognition 
 
 The Cooperative records revenue from the sales of merchandise upon delivery, which is when its 

performance obligation is satisfied.  For sales at retail grocery stores, delivery occurs at the point of sale.  
Automotive service center revenues are recognized as the agreed-upon services are completed.  Payment 
is generally due at the point of sale.  The transaction price is the amount of consideration to which the 
Cooperative expects to be entitled to in exchange for transfer of goods and services to the customer, 
adjusted for returns and discounts.  Sales discounts totaled $1,324,381 and $1,420,511 for the years ended 
December 27, 2025 and December 28, 2024, respectively.  Returns are not significant. 

 
 The Cooperative collects and remits sales related taxes on transactions with customers and reports such 

amounts under the net method in the statement of operations.  Accordingly, these taxes are not included 
in revenues. 

 
 The Cooperative records a liability in the period in which a gift card is sold.  As gift cards are redeemed, 

the Cooperative recognizes revenue and reduces the related liability.  Gift cards do not expire, but 
typically are redeemed within one year of issuance.  When a gift card is not subject to escheatment and it 
is probable that a portion of the gift card will not be redeemed, this amount is considered to be breakage.  
Gift card revenues and related breakage are not significant. 

 
 The following summarizes revenues between grocery-related sales, sales of automobile fuel and repair 

sales for the years ended December 27, 2025 and December 28, 2024: 
 
  2025 2024 
 
 Grocery-related  $85,750,618 $84,862,184 

Fuel sales   2,634,757  2,750,187 
Repair services   2,328,507  2,352,906 
 
  $90,713,882 $89,965,277 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
2. Summary of Accounting Policies (Continued) 
 
 Use of Estimates 
 
 In preparing financial statements in conformity with generally accepted accounting principles, 

management is required to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and 
revenues and expenses during the reporting period.  Actual results could differ from those estimates. 

 
 Derivative Financial Instruments 
 
 Derivatives are required to be recorded on the balance sheet at fair value.  The Cooperative has two 

interest rate swap agreements with TD Bank, N.A., which have been designated and qualify as cash flow 
hedges.  Accordingly, the change in fair value of the swap was credited to accumulated other 
comprehensive income, net of the related income tax effect, a component of members’ equity, and 
excluded from net (loss) income. 

 
 Other Comprehensive (Loss) Income 
 
 The Cooperative reports and displays comprehensive (loss) income and its components in its financial 

statements.  Comprehensive (loss) income is the total of net (loss) income and all other non-member 
changes in equity, including such items as unrealized holding gains/losses on investments in debt 
securities and cash flow hedges. 

 
 Accumulated other comprehensive income as of December 27, 2025 and December 28, 2024 consists of 

the following, including cumulative income tax effect adjustments of $156,512 and $210,779 at 
December 27, 2025 and December 28, 2024, respectively: 

 
    Accumulated 

   Other 
 Unrealized Interest Compre- 
 Gains on Rate Swap hensive 
 Investments     Asset          Income      

 
 Balance, December 30, 2023  $ 49,175 $ 601,270 $ 650,445 

 
Other comprehensive income   20,691  (1,681)  19,010 
 
Balance, December 28, 2024   69,866  599,589  669,455 
 
Other comprehensive loss   13,024  (200,602)  (187,578) 
 
Balance, December 27, 2025  $ 82,890 $ 398,987 $ 481,877 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
2. Summary of Accounting Policies (Continued) 
 
 Leases 
 
 At inception of a contract, the Cooperative determines if a contract meets the definition of a lease.  A 

lease is a contract, or part of a contract, that conveys the right to control the use of identified property, 
plant, or equipment (an identified asset) for a period of time in exchange for consideration.  The 
Cooperative determines if the contract conveys the right to control the use of an identified asset for a 
period of time.  The Cooperative assesses throughout the period of use whether the Cooperative has both 
of the following: (1) the right to obtain substantially all of the economic benefits from use of the identified 
asset, and (2) the right to direct the use of the identified asset.  This determination is reassessed if the 
terms of the contract are changed.  Leases are classified as operating or finance leases based on the terms 
of the lease agreement and certain characteristics of the identified asset.  Right-of-use assets and lease 
liabilities are recognized at lease commencement date based on the present value of the minimum future 
lease payments. 

 
 The Cooperative leases facilities for the operation of food stores (real estate), as well as land under non-

cancellable operating leases.  The Cooperative’s policy is to not record leases with an original term of 
twelve months or less on the balance sheets.  The Cooperative recognizes lease expense for these short-
term leases on a straight-line basis over the lease term. 

 
 Certain lease agreements include rental payments that are adjusted periodically for inflation or other 

variables.  In addition to rent, the leases may require the Cooperative to pay additional amounts for taxes, 
insurance, maintenance and other expenses, which are generally referred to as non-lease components.  
Except for when the costs are fixed, such adjustments to rental payments and variable non-lease 
components are treated as variable lease payments and recognized in the period in which the obligation 
for these payments was incurred.  Variable lease components and variable non-lease components are not 
measured as part of the right-of-use asset and lease liability.  Only when lease components and their 
associated non-lease components are fixed are they accounted for as a single lease component and are 
recognized as part of a right-of-use asset and lease liability.  Total contract consideration is allocated to 
the combined fixed lease and non-lease component.  This policy election applies consistently to all asset 
classes under lease agreements. 

 
 Most leases contain clauses for renewal at the Cooperative’s option with renewal terms that generally 

extend the lease term from 5 to 10 years.  Payments to be made in option periods are recognized as part 
of the right-of-use lease assets and lease liabilities when it is reasonably certain that the option to extend 
the lease will be exercised or the option to terminate the lease will not be exercised, or is not at the 
Cooperative’s option.  The Cooperative determines whether the reasonably certain threshold is met by 
considering contract-, asset-, market-, and entity-based factors. 

 
 The Cooperative’s lease agreements do not contain any significant residual value guarantees or material 

restrictive covenants imposed by the leases. 
 
 The Cooperative does not have any sublease agreements. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
2. Summary of Accounting Policies (Continued) 
 
 Recently Issued Accounting Pronouncements 
 
 In July 2025, the FASB issued ASU 2025-05, Financial Instruments – Credit Losses (Topic 326): 

Measurement of Credit Losses for Accounts Receivable and Contract Assets, which provides nonpublic 
business entities with 1) a practical expedient that assumes that current conditions as of the balance sheet 
date do not change for the remaining life of the asset; and 2) an accounting policy election to consider 
collection activity after the balance sheet date when estimating expected credit losses, when the 
aforementioned practical expedient is elected.  This ASU is optionally effective for the Cooperative 
beginning January 1, 2026.  The Cooperative is currently evaluating whether they will elect the practical 
expedient and accounting policy election and the potential impact of this new guidance on the financial 
statements. 

 
 Subsequent Events 
 
 In preparing these financial statements, the Cooperative has evaluated events and transactions for 

potential recognition or disclosure through March 25, 2026, the date the financial statements were 
available to be issued. 

 
 
3. Concentration of Credit Risk 
 
 Financial instruments which subject the Cooperative to credit risk consist primarily of cash, cash 

equivalents and investments in debt securities.  The Cooperative maintains bank account balances which, 
at times, may exceed federally insured limits.  The Cooperative has mitigated its concentration of credit 
risk relative to its cash balances by entering into overnight repurchase agreements with its financial 
institutions.  The repurchase agreements are secured by U.S. government-backed securities.  The 
Cooperative has not experienced any losses with these accounts.  The Cooperative’s investment portfolio 
consists of diversified investments, which are subject to market risk.  Management believes the 
Cooperative is not exposed to any significant credit risk on cash, cash equivalents and investments in debt 
securities. 

 
 
4. Certificates of Indebtedness 
 
 Certificates of indebtedness primarily consisted of amounts due from Associated Grocers of New 

England, Inc. (AGNE), a cooperative in which the Cooperative is a member (see note 5).  The Cooperative 
receives certificates of indebtedness from AGNE to satisfy patronage rebates.  Amounts receivable under 
these agreements totaled $36,792 at December 28, 2024.  Accounts receivable under these agreements 
matured in June 2025 and there was no balance remaining at December 27, 2025. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
5. Investments in Other Cooperative Associations 
 
 The investments in cooperative associations are nonmarketable investments, which consist of the 

following at December 27, 2025 and December 28, 2024: 
 
  2025 2024 
 National Consumer Cooperative Bank (NCCB): 

 NCCB is a financial services cooperative, the parent company of its 
 wholly owned subsidiary, National Cooperative Bank, N.A. 
 At December 27, 2025 and December 28, 2024, the Cooperative owned 
 2,027 shares of Class C stock, which represent the cumulative amount 
 of shares issued as patronage refunds over the course of its financing 
 agreements with NCCB.  NCCB provides members with patronage 
 rebates in cash and shares of Class B2 and C stock in connection with 
 its patronage-based loans from NCCB.  The Cooperative recognizes 
 patronage rebates earned in Class C stock, which is eligible to pay cash 
 dividends, nonredeemable, and transferable to other eligible members, 
 subject to approval.  The Cooperative also receives and holds Class B2 
 stock, which does not pay dividends, is nonredeemable, and is 
 nontransferable; therefore, the Cooperative does not recognize any 
 value for Class B2 stock received.  $ 202,701 $ 202,701 
Associated Grocers of New England, Inc. (AGNE): 
 AGNE is a consumer goods membership cooperative that provides 
 members with annual patronage rebates in cash, certificates of 
 indebtedness (see note 4), and patronage shares.  Members initially 
 purchase one share of Class A stock at $5,000 and may purchase  
 additional shares of Class B stock annually based on total merchandise  
 purchases.  Class A and B stock are eligible to receive cash dividends  
 and are redeemable in the event that the Cooperative terminates  
 membership, as defined.  The Cooperative owns three shares of 
 Class A stock at December 27, 2025 and December 28, 2024.  The 
 Cooperative owns 5,435 shares of Class B stock at December 27, 2025 
 and December 28, 2024.   784,522  784,522 
National Coop Grocers (NCG): 
 NCG is a consumer goods cooperative that requires members to  
 purchase one share of voting stock at $500, plus a base equity 
 investment of 0.1% of annual purchases, and provides members with 
 discounted purchase pricing and annual patronage rebates, a percentage 
 of which is retained as equity and is redeemable at the discretion of the 
 NCG board of directors.   670,132  670,132 
Other    19,873  19,873 
 
    $ 1,677,228 $ 1,677,228 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
6. Line of Credit 
 
 The Cooperative has a $1,000,000 revolving line of credit with TD Bank, N.A. that can be used for 

working capital available through October 31, 2028.  Interest is payable monthly based on the prime rate 
as published by the Wall Street Journal, subject to a floor of 4.0% (6.75% at December 27, 2025).  The 
working capital line of credit is secured by a third priority mortgage and security agreement on certain 
property and substantially all business assets.  The Cooperative is also required to meet a certain debt 
service coverage ratio, among other requirements.  In addition, the working capital line of credit must be 
paid off for 30 consecutive days within a 12-month period.  The Cooperative was in compliance with 
these covenants as of December 27, 2025.  There were no borrowings related to this agreement 
outstanding at December 27, 2025 and December 28, 2024. 

 
 
7. Long-Term Debt 
 
 Long-term debt consisted of the following at December 27, 2025 and December 28, 2024: 
 
  2025 2024 
 TD Bank, N.A.: 

 Note payable with variable interest equal to Secured Overnight 
  Financing Rate (SOFR), plus 1.67% subject to interest rate swap 
  described below, which fixes the rate at 2.503%, and principal 
  payable in monthly installments ranging from $6,763 to $8,544 
  through June 2030 at which time all unpaid interest and principal, 
  including a final balloon payment of $1,827,844, become due.  The 
  note is secured by a first mortgage on certain property and personal 
  property, and a security interest in substantially all other assets. 
  The Cooperative is required to meet certain minimum debt service 
  coverage ratio, among other requirements.  $ 2,250,967 $ 2,338,637 
TD Bank, N.A.: 
 Note payable with variable interest equal to SOFR, plus 2.00% subject 
  to interest rate swap described below, which fixes the rate at 2.834%, 
  and principal payable in monthly installments ranging from $7,933 
  to $10,356 through June 2030, at which time all unpaid interest and 
  principal, including a final balloon payment of $2,264,719, become 
  due.  The note is secured by a second mortgage on certain property 
  and personal property, and a security interest in substantially all 
  other assets.  The Cooperative is required to meet certain minimum 
  debt service coverage ratio, among other requirements.   2,771,282  2,875,264 
Great America Financial Services: 
 Payable in monthly installments of $248, including interest at a 15.07% 
  interest rate through May 2026.  Secured by certain equipment.   –     1,321 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
7. Long-Term Debt (Continued) 
 
  2025 2024 
 Great American Financial Services: 

 Payable in monthly installments of $344, including interest at a 12.50% 
  interest rate through August 2029.  Secured by certain equipment.  $ –    $ 12,199 
 
     5,022,249  5,227,421 
 
Less current maturities of long-term debt   (196,930)  (197,101) 
Less unamortized deferred financing fees   (29,676)  (32,430) 
 
    $ 4,795,643 $ 4,997,890 

 
 As of December 27, 2025, long-term debt matures as follows: 
 
  Fiscal Years Ending on 

 or Around December 31 Amount 
 
  2026  $ 196,930 

 2027   202,354 
 2028   207,579 
 2029   213,647 
 2030   4,201,739 
 
   $ 5,022,249 

 
 Interest Rate Swap Agreements 
 
 The Cooperative entered into two interest rate swap agreements to hedge the cash flow impact and risk 

of changes in interest rates on certain variable rate notes related to TD Bank, N.A. described above, which 
each fluctuate with SOFR rates.  The agreements effectively changed the Cooperative’s interest rate 
exposure from a floating rate to a fixed rate.  The interest rate swap agreements mature at the time the 
related notes mature (June 2030) and the variable rate component of the swaps correspond to the index 
used to set the interest rate on the Cooperative’s debt.  The interest rate swap agreements outstanding at 
December 27, 2025 and December 28, 2024 are summarized below: 

 
  Outstanding Debt  Variable Fixed Rate 

 Balance and Notional Swap Rate paid by Paid by the 
      Amount of Swap       Maturity Date    Counterparty    Cooperative          Fair Value         

  2025 2024 2025 2024 2025 2024 
 
 $ 2,250,967 $ 2,338,637 June 25, 2030 5.610% 6.230% 2.503% $ 227,981 $ 348,314 

  2,771,282  2,875,264 June 25, 2030 5.940 6.560 2.834  285,029  423,281 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
7. Long-Term Debt (Continued) 
 
 Since the above agreements meet the criteria for designation as a cash flow hedge under applicable 

accounting standards, changes in fair value of the interest rate swaps (net of related deferred income taxes, 
if appropriate) are recorded as a separate component of members’ equity referred to as accumulated other 
comprehensive income or loss.  Since the terms of the derivative agreement match the terms of the related 
debt, there is no hedge ineffectiveness.  On a monthly basis, the Cooperative pays or receives the 
difference between the fixed and variable rates as applied to the notional amount.  The resulting difference 
is charged or credited to interest expense.  Such charges for the years ended December 27, 2025 and 
December 28, 2024 are not material. 

 
 The Cooperative is exposed to credit risk in the event of nonperformance by the counterparty to the 

interest rate swaps as the agreements are in an asset position at December 27, 2025.  The Cooperative 
does not currently anticipate nonperformance by the counterparty, TD Bank, N.A. 

 
 
8. Income Taxes 
 
 The provision for federal and state income taxes consists of the following at December 27, 2025 and 

December 28, 2024: 
 
  2025 2024 
 Currently payable: 

 Federal  $ 6,338 $ 5,470 
 State   95,745  85,772 
 
    102,083  91,242 
Deferred: 
 Federal   933  27,763 
 State   8,228  4,347 
 
    9,161  32,110 
 
   $ 111,244 $ 123,352 

 
 Deferred tax assets and liabilities consist of the following at December 27, 2025 and December 28, 2024: 
 
  2025 2024 
 Deferred tax assets: 

 Inventory valuation  $ 8,419 $ 8,304 
 Federal net operating loss carryforward   101,564  117,661 
 Interest   51,659  50,393 
 Other   45,033  20,633 
 
    206,675  196,991 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

December 27, 2025 and December 28, 2024 
 
 
8. Income Taxes (Continued) 
 
  2025 2024 
 Deferred tax liabilities: 

 Depreciation and amortization  $ 558,845 $ 473,579 
 Patronage refunds on investments in other cooperative   37,163  48,160 
 Prepaid expenses   77,546  132,970 
 Interest rate swap agreements   115,028  173,038 
 Unrealized gains on investments   41,484  37,741 
 
    830,066  865,488 
 
Net deferred tax liability  $ 623,391 $ 668,497 

 
 The Cooperative has federal tax net operating loss carryforwards of $396,311 at December 27, 2025.  The 

operating loss carryforwards are not subject to expiration.  These net operating loss carryforwards are 
subject to review and possible adjustment by the Internal Revenue Service.  Section 382 of the Internal 
Revenue Code also contains provisions that could place annual limitations on the utilization of these net 
operating loss carryforwards in the event of a change in ownership, as defined. 

 
 The State of New Hampshire Business Enterprise tax is accounted for as an income tax, which increases 

the effective income tax rate for the years ended December 27, 2025 and December 28, 2024. 
 
 The Cooperative files income tax returns in the U.S. federal jurisdiction and two state jurisdictions. 
 
 During the years ended December 27, 2025 and December 28, 2024, the Cooperative recognized no 

interest or penalties related to unrecognized tax benefits. 
 
 
9. Members’ Equity 
 
 The Cooperative’s legal organization is determined by federal and state laws and by its Bylaws and 

Certificate of Organization. 
 
 Capital Stock 
 
 The Bylaws (pursuant to the revision adopted effective May 1, 2017) and Certificate of Organization 

authorizes 2,000,000 shares of stock, consisting of two classes (Class A and Class B): Class A are issued 
in consideration of becoming a member of the cooperative or as patronage refunds in lieu of cash 
payments, are voting, and have a $5 par value.  See note 2 for Class B description.  Dividends are not 
paid on either Class A or Class B stock.  Partial share credits are composed of amounts credited to patrons’ 
capital accounts until such amounts are sufficient to purchase the minimum number of shares required to 
be a member. 

 
 Membership 
 
 Individuals and corporations are required to own at least 10 Class A shares in order to be a member.  Any 

person owning fewer than ten shares is considered to be “a subscriber.”  
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December 27, 2025 and December 28, 2024 
 
 
9. Members’ Equity (Continued) 
 
 Termination of Membership 
 
 Members who discontinue membership may request a refund, which may be issued at the discretion of 

the Board.  The Cooperative’s By-Laws, in concert with the state of New Hampshire statutes, provide 
that if a member has not claimed their outstanding patronage or corresponded with the Cooperative over 
a five-year period, the Cooperative shall make a good faith effort to contact the member and then, having 
satisfied the regulations, as defined, terminate such membership and that member’s associated capital 
shall revert to the Cooperative.  The Cooperative had no canceled shares during the year ended 
December 27, 2025.  The Cooperative canceled 463 shares, representing $2,315 of members’ equity 
during the year ended December 28, 2024. 

 
 Patronage Refunds 
 
 Patronage refunds are determined under a formula by applying the percentage of sales to members and 

non-member patrons to calculate member net earnings and non-member net earnings (also known as 
savings).  Member net earnings, before the provision for federal income taxes, are then allocated as 
patronage refunds to each member based on the percentage of that member’s purchases to total member 
purchases.  The Board may issue patronage refunds in the form of cash, written notices of allocation, 
credit towards purchases at the Cooperative, credit towards payment of Class A, or Class B stock, up to 
80% of which may be distributed in the form of additional shares or written notices of allocation.  A 
subscriber patron shall receive patronage refunds in the form of credit to the patron’s account until the 
amount is sufficient to acquire ten shares of Class A stock.  Non-member patrons may receive patronage 
refunds in the form of Class A shares in order to obtain the ten-share membership requirement and are 
responsible for providing satisfactory evidence of applicable purchases. 

 
 There were no patronage refunds for the years ended December 27, 2025 and December 28, 2024.  No 

amounts were available for patronage during the years ended December 27, 2025 and December 28, 2024. 
 
 
10. Commitments and Contingencies 
 
 Operating Leases 
 
 The Cooperative leases a facility in Lebanon, New Hampshire, for the operation of a food store through 

June 2032 with two additional ten-year renewal options.  The Cooperative has determined it is reasonably 
certain to extend this lease for one renewal option through June 2042, resulting in the expected payments 
being included in the Cooperative’s right-of-use asset and operating lease liability.  The Cooperative is 
required to pay base rent, as defined, plus 2% of annual gross sales from the Lebanon store in excess of 
approximately $37,908,000 (adjusted annually) and fixed allocation of common area maintenance costs.  
The base rent is adjusted annually based on the Consumer Price Index (CPI), with minimum annual base 
rent escalations, as defined.  CPI adjustments and payments due for gross sales exceeding $37,908,000 
are considered variable costs and are not part of the Cooperative’s right-of-use asset and operating lease 
liability, and are expensed as incurred. 

 
 The Cooperative leases facilities in White River Junction, Vermont, for the operation of a food store 

through May 2034.  
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December 27, 2025 and December 28, 2024 
 
 
10. Commitments and Contingencies (Continued) 
 
 The Cooperative leases land upon which the now closed community market in Hanover, New Hampshire, 

operated in a building built and owned by the Cooperative (see note 2).  The lease expires February 2034 
and contains an option to extend an additional ten years.  The Cooperative has determined it is not 
reasonably certain to extend this lease under the renewal option.  The base rent is adjusted annually based 
on the CPI, as defined.  CPI adjustments are considered variable costs and are not part of the Cooperative’s 
right-of-use asset and operating lease liability, and are expensed as incurred.  At the end of the lease term, 
the lessor shall acquire all rights, title and interest in the building. 

 
 The Cooperative leases office space in White River Junction, Vermont, through May 2029, with one 

additional five-year renewal option.  The Cooperative has determined it is not reasonably certain to extend 
this lease under the renewal option. 

 
 The Cooperative leases a service center in Norwich, Vermont.  The Cooperative has not renegotiated the 

terms of the lease and is currently operating on a month-to-month lease. 
 
 The Cooperative leases a facility in Wilder, Vermont for the operation of a commissary kitchen through 

October 2035 with one additional ten-year renewal option.  The Cooperative has determined it is 
reasonably certain to extend this lease for one renewal option through October 2045, resulting in the 
expected payments being included in the Cooperative’s right-of-use asset and operating lease liability. 

 
 Lease cash flow and supplemental non-cash information for the years ended December 27, 2025 and 

December 28, 2024 are as follows: 
 
   2025 2024 
  
 Operating leases – operating cash flows (fixed payments)  $ 1,859,593 $ 1,833,288 

 
Operating leases – new right-of use assets and operating lease 
 liabilities recorded during the year  $ 3,933,136 $ –    

 
 Right-of-use lease assets and lease liabilities are reported in the Cooperative’s balance sheet as follows at 

December 27, 2025 and December 28, 2024: 
 
   2025 2024 
 Operating leases: 

 Operating lease right-of-use assets  $24,579,816 $22,129,951 
 
 Current portion of operating lease liabilities  $ 1,381,797 $ 1,256,751 
 Operating lease liability, less current portion  24,690,032 22,240,755 
 
Total operating lease liabilities  $26,071,829 $23,497,506 
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10. Commitments and Contingencies (Continued) 
 
 During the year ended December 27, 2025 and December 28, 2024, the total lease cost associated with 

the Cooperative’s operating leases were as follows: 
 
   2025 2024 
 
 Operating lease costs  $ 1,984,051 $ 1,924,711 

Variable lease costs   520,843  461,570 
 
Total lease costs  $ 2,504,894 $ 2,386,281 

 
 Lease terms and discount rates: 
 
  As of As of 

 December 27, 2025 December 28, 2024 
 Weighted-average remaining lease term (in years): 

 Operating lease 15.23 17.08 
Weighted-average discount rate: 
 Operating lease 2.30% 1.91% 

 
 At the lease commencement date, the discount rate implicit in the lease is used to discount the lease 

liability if readily determinable.  If not readily determinable or leases do not contain an implicit rate, the 
Cooperative has made a policy election to use a risk-free rate as the discount rate for all classes of 
underlying assets. 

 
 As of December 27, 2025, maturities of operating lease liabilities for each of the following five years and 

thereafter were as follows: 
 
  Fiscal Years Ending on 

 or Around December 31 
 
 2026  $ 1,967,146 

2027   1,982,591 
2028   2,092,820 
2029   1,910,344 
2030   1,823,627 
Thereafter  21,723,103 
 
Total minimum future lease payments  31,499,631 
Less imputed interest   (5,427,802) 
 
Total lease liabilities  $26,071,829 
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10. Commitments and Contingencies (Continued) 
 
 Other Non-Current Liability 
 
 During the year, the Cooperative entered into a fuel supply agreement that requires the purchase of a 

minimum number of gallons at specified rates within the contract period.  If the Cooperative does not 
meet the required purchase volumes or terminates the agreement early, it may be obligated to pay 
liquidated damages as defined in the contract.  The Cooperative was not required to pay any such amounts 
in 2025 and believes it will fulfill the purchase requirements for all contracts in effect at December 31, 
2025.  The Cooperative previously had another fuel supply agreement from April 2015 that expired in 
2025 with no remaining obligation to the Cooperative. 

 
 Contingencies 
 
 Various legal claims arise from time to time in the normal course of business.  There are no such claims 

which, in the opinion of management, will have a material effect on the Cooperative’s financial position 
or results of operations. 

 
 
11. Defined Contribution Plan 
 
 The Cooperative has a defined contribution plan that covers all eligible employees.  The Cooperative 

participates as an authorized employer in the multi-employer Associated Grocers 401(k) Savings Plan 
(AG Plan) and maintains all employee accounts in the AG Plan.  The Plan provides for a guaranteed safe 
harbor non-elective contribution by the Cooperative equal to 3% of eligible compensation and additional 
contributions may be made at the discretion of the Cooperative. 

 
 The Cooperative recognized contribution expense with respect to the Plan of approximately $376,000 in 

the years ended December 27, 2025 and December 28, 2024.  There were no discretionary contributions 
made in the years ended December 27, 2025 and December 28, 2024. 

 
 
12. Self-Insurance Health Plan 
 
 The Cooperative has a self-funded insurance program to provide group health insurance benefits to active 

employees that includes self-insured retention (stop loss) levels on individual and aggregate bases.  The 
Cooperative incurred charges to operations of approximately $3,130,000 and $2,879,000 in 2025 and 
2024, respectively, in connection with this plan.  The financial statements include a liability for claims 
incurred but not yet reported in the amount of approximately $230,000 and $225,000 as of December 27, 
2025 and December 28, 2024, respectively. 

 
 
13. Major Suppliers 
 
 During the years ended December 27, 2025 and December 28, 2024, the Cooperative purchased 

approximately $28,830,000 and $28,303,000 (39% and 40% of total purchases), respectively, of its goods 
from an unrelated party and AGNE, a related party (see note 5 and 14).  At December 27, 2025 and 
December 28, 2024, amounts due to these suppliers, included in accounts payable, totaled approximately 
$889,000 and $896,000, respectively.  
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14. Related Party Transactions 
 
 The Cooperative is a member of AGNE (see note 5).  The Cooperative purchased goods and groceries 

from AGNE of approximately $17,397,000 and $17,278,000 during the years ended December 27, 2025 
and December 28, 2024, respectively.  Amounts due to AGNE, included in accounts payable, were 
approximately $374,000 and $360,000 at December 27, 2025 and December 28, 2024, respectively.  
Patronage refunds due from AGNE, included in accounts receivable, were approximately $126,000 and 
$175,000 at December 27, 2025 and December 28, 2024, respectively. 

 
 The Cooperative offers a 20% discount on purchases made by employees.  Board members are part of a 

governance loyalty program under which they receive benefits that may be applied toward purchases from 
the Cooperative, in accordance with the program’s terms.  Total gross sales to employees and board 
members for the years ended December 27, 2025 and December 28, 2024, were approximately 
$1,870,000 and $2,110,000, respectively.  The discounts on these sales were netted against the gross sales 
in the statement of operations and approximated $339,000 and $390,000, for the years ended 
December 27, 2025 and December 28, 2024, respectively. 

 
 Amounts due from members of approximately $75,000 and $118,000 are included in accounts receivable 

at December 27, 2025 and December 28, 2024, respectively. 
 
 See also note 5 for additional disclosure related to investments in cooperatives and note 4 regarding 

certificates of indebtedness. 
 
 
15. Investments and Fair Value Measurements 
 
 Short-term investments and investments are composed of the following at December 27, 2025 and 

December 28, 2024: 
 
  Fair Value Cost 
 2025 

Cash and cash equivalents  $ 24,239 $ 24,239 
United States federal treasury obligations   2,087,774  2,068,427 
 
  $ 2,112,013 $ 2,092,666 
2024 
Cash and cash equivalents  $ 29,123 $ 29,123 
United States federal treasury obligations   2,480,385  2,431,055 
 
  $ 2,509,508 $ 2,460,178 

 
 Interest income and net unrealized gains and losses on investments are composed of the following at 

December 27, 2025 and December 28, 2024: 
 
   2025 2024 
 
 Interest income  $ 144,495 $ 80,430 

Net unrealized gains   16,740  68,134 
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15. Investments and Fair Value Measurements (Continued) 
 
 The fair value of securities classified as available-for-sale, by contractual maturity, as of December 27, 

2025, are as follows: 
 
 Amounts maturing in: 

 Less than one year  $ 855,861 
 After one year through five years   1,256,152 
 
   $ 2,112,013 

 
 Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (an 

exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction 
between market participants on the measurement date.  In determining fair value, the use of various 
valuation approaches, including market, income and cost approaches, is permitted. 

 
 A fair value hierarchy has been established based on whether the inputs to valuation techniques are 

observable or unobservable.  Observable inputs reflect market data obtained from sources independent of 
the reporting entity and unobservable inputs reflect the entity’s own assumptions about how market 
participants would value an asset or liability based on the best information available.  Valuation 
techniques used to measure fair value must maximize the use of observable inputs and minimize the use 
of unobservable inputs.  The standard describes a fair value hierarchy based on three levels of inputs, of 
which the first two are considered observable and the last unobservable, that may be used to measure fair 
value. 

 
 The following describes the hierarchy of inputs used to measure fair value and the primary valuation 

methodologies used by the Cooperative for financial instruments measured at fair value on a recurring 
basis.  The three levels of inputs are as follows: 

 
 Level 1 – Observable inputs such as quoted prices in active markets; 
 
 Level 2 – Inputs, other than the quoted prices in active markets, that are observable either directly 

or indirectly; and 
 
 Level 3 – Unobservable inputs in which there is little or no market data. 

 
 In determining the appropriate levels, the Cooperative performs a detailed analysis of the assets and 

liabilities. 
 
 The following is a description of the valuation methodologies used: 
 
 Cash and Cash Equivalents 
 
 Cash and cash equivalents totaling $24,239 and $29,123 at December 27, 2025 and December 28, 2024, 

respectively, consists of a money market sweep account, valued at the quoted net asset value of shares 
held, which are traded in an active market.  Classified as level 1 within the fair value hierarchy. 
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15. Investments and Fair Value Measurements (Continued) 
 
 United States Federal Treasury Obligations 
 
 United States Federal Treasury Obligations totaled $2,087,774 and $2,480,385 at December 27, 2025 and 

December 28, 2024, respectively, and are valued using observable inputs, including quoted prices for 
similar assets or quoted prices in less active markets.  Classified as level 2 within the fair value hierarchy. 

 
 Investments in Other Cooperative Associations 
 
 Investments in other cooperative associations totaling $1,677,228 at December 27, 2025 and 

December 28, 2024 are not readily marketable and are recorded at cost, less any impairment, plus or 
minus changes resulting from observable price changes in orderly transactions for the identical or a similar 
investment of the same issuer.  These investments may be redeemed at face value only at the discretion 
of the other cooperatives’ boards of directors and have been classified as level 2 within the fair value 
hierarchy. 

 
 Interest Rate Swap Agreements 
 
 The fair value (settlement value) of the interest rate swap assets totaling $513,010 and $771,595 at 

December 27, 2025 and December 28, 2024, respectively, have been classified as level 2 within the fair 
value hierarchy, as the amounts are estimated using industry standard valuation models.  These models 
project future cash flows and discount the future amounts to a present value using market-based 
observable inputs including interest rates. 

 
 The methodology described above may produce a fair value calculation that may not be indicative of net 

realizable value or reflective of future fair values.  Furthermore, while management of the Cooperative 
believes its valuation methodology is appropriate and consistent with other market participants, the use 
of different methodologies or assumptions to determine the fair value of certain financial instruments 
could result in a different fair value measurement at the reporting date.  The valuation techniques and 
observable market inputs used to estimate the fair value of the interest rate swaps in fiscal year 2025 were 
consistent with those applied in fiscal year 2024.  Accordingly, changes in fair value reflect market 
conditions rather than changes in valuation methodology. 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

SCHEDULE OF OPERATING EXPENSES 
 

Years Ended December 27, 2025 and December 28, 2024 
 
 
 2025 2024 
Store operations expenses: 
 Store wages and benefits  $13,865,788 $13,948,448 
 Facilities cost   4,946,267  4,660,461 
 Credit card expenses   1,476,492  1,484,981 
 Selling and other costs   1,109,667  1,097,433 
 Equipment costs   408,402  469,094 
 
    21,806,616 21,660,417 
General and administrative expenses: 
 Information technology department expenses   1,235,754  1,230,529 
 Administrative expenses   1,715,121  1,780,670 
 Merchandising expenses   1,118,596  1,064,154 
 Education expenses   766,682  794,277 
 Finance department expenses   695,582  755,941 
 Facilities maintenance department expenses   409,049  410,761 
 Human resources department expenses   991,290  841,158 
 Board of directors expenses   86,303  124,046 
 Public relations expenses   5,974  9,461 
 
     7,024,351  7,010,997 
 
    $28,830,967 $28,671,414 
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HANOVER CONSUMER COOPERATIVE SOCIETY, INC. 
 

SCHEDULE OF GENERAL AND ADMINISTRATIVE EXPENSES 
 

Years Ended December 27, 2025 and December 28, 2024 
 
 
 2025 2024 
 
Salaries and benefits  $ 4,818,489 $ 4,816,716 
Equipment expenses   98,550  123,262 
Equipment depreciation   148,257  167,245 
Building leases   273,656  278,018 
Professional fees   288,232  284,015 
Telephone   177,556  147,296 
Advertising   80,786  75,135 
Consulting fees   25,036  62,772 
Dues and subscriptions   131,005  117,829 
Meals, entertainment and vehicle reimbursement   63,174  73,284 
Education and training   78,164  56,394 
Technical maintenance contracts   474,211  415,702 
Supplies   49,037  45,759 
Occupancy costs   38,849  62,373 
Insurance   42,198  47,665 
Postage   7,336  9,983 
Printing   8,695  15,147 
Graphics and promotional expenses   50,898  58,555 
Employee relations and programs   42,997  34,769 
Bank charges   50,683  45,955 
Demo expenses   11,369  14,483 
Contributions   2,510  500 
Membership meeting   19,754  7,872 
Other   42,909  50,268 
 
   $ 7,024,351 $ 7,010,997 
 


