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THE GARDEN CITY COMPANY
BALANCE SHEETS

December 31, 2022 and 2021

The accompanying Notes to Financial Statements are an integral part of these statements.

ASSETS

2022 2021

CURRENT ASSETS

Cash 763,970$     1,097,912$  

Short-term investments 2,535,545    3,367,068    

Marketable securities 2,837,707    2,770,935    

Accounts receivable 599,772       344,989       

Inventory, grain 3,857,773    2,241,185    

Inventory, supplies 83,198         45,377         

Prepaid expenses 13,772         13,616         

TOTAL CURRENT ASSETS 10,691,737 9,881,082

PROPERTY AND EQUIPMENT, at cost,

less accumulated depreciation and depletion 5,193,576 5,222,987

OTHER ASSETS

Co-op stock and equity credit 152,477 149,226

TOTAL ASSETS 16,037,790$ 15,253,295$ 
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LIABILITIES AND STOCKHOLDERS' EQUITY

2022 2021

CURRENT LIABILITIES

Accrued liabilities 259,784$     259,947$     

Income tax payable 622,485       706,631       

Current portion of accumulated postretirement health benefits 59,558         46,892         

TOTAL CURRENT LIABILITIES 941,827       1,013,470    

LONG-TERM LIABILITIES

Accumulated postretirement health benefits,

less current portion 646,179       935,568       

Deferred tax liability 937,000       920,000       

TOTAL LONG-TERM LIABILITIES 1,583,179    1,855,568    

TOTAL LIABILITIES 2,525,006    2,869,038    

STOCKHOLDERS' EQUITY

Capital stock, no par value; 40,000 shares authorized;

34,780 and 34,605 shares issued and outstanding 

in 2022 and 2021, respectively 2,865,783    2,642,483    

Additional paid-in capital 2,944,798    2,978,748    

Retained earnings 7,702,203    6,763,026    

TOTAL STOCKHOLDERS' EQUITY 13,512,784  12,384,257  

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 16,037,790$ 15,253,295$ 



THE GARDEN CITY COMPANY
STATEMENTS OF INCOME

For the Years Ended December 31, 2022 and 2021

The accompanying Notes to Financial Statements are an integral part of these statements.
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2022 2021

REVENUES

Farm rental income 6,579,300$  6,268,768$  

Oil and gas royalties 2,422,623    1,646,603

Investment portfolio (108,078)      381,142       

TOTAL REVENUES 8,893,845    8,296,513    

COSTS AND EXPENSES

Farm rental expense 3,113,164    2,696,981    

Oil and gas royalties 228,427       143,466       

Investment expenses 34,757         35,234         

General and administrative and water issues expenses 647,435       964,055       

TOTAL COSTS AND EXPENSES 4,023,783    3,839,736    

INCOME BEFORE INCOME TAXES 4,870,062    4,456,777    

INCOME TAX EXPENSE 1,148,485    1,085,578    

NET INCOME 3,721,577$  3,371,199$  

BASIC EARNINGS PER SHARE 107.07$       97.46$         

DILUTED EARNINGS PER SHARE 106.89$       97.22$         



THE GARDEN CITY COMPANY
STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

For the Years Ended December 31, 2022 and 2021

The accompanying Notes to Financial Statements are an integral part of these statements.
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Additional

Paid-in Retained Treasury

Capital Stock Capital Earnings Stock

Balance, December 31, 2020 2,783,669$  2,722,640$  5,641,152$  (156,486)$    

Net income -                   -                   3,371,199    -                   

Dividends - $65 per share -                   -                   (2,249,325)   -                   

Stock-based compensation

expense -                   98                -                   -                   

Stock options exercised -                   256,010       -                   15,300         

Treasury shares canceled (141,186)      -                   -                   141,186       

Balance, December 31, 2021 2,642,483    2,978,748    6,763,026    -                   

Net income -                   -                   3,721,577    -                   

Dividends - $80 per share -                   -                   (2,782,400)   -                   

Stock options exercised 223,300       (33,950)        -                   -                   

Balance, December 31, 2022 2,865,783$  2,944,798$  7,702,203$  -$                 



THE GARDEN CITY COMPANY
STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2022 and 2021

The accompanying Notes to Financial Statements are an integral part of these statements.
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2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 3,721,577$  3,371,199$  

Adjustments to reconcile net income to net cash provided by

operating activities (1,682,291)   667,937       

NET CASH PROVIDED BY OPERATING

ACTIVITIES 2,039,286    4,039,136    

CASH FLOWS FROM INVESTING ACTIVITIES

Net change in short-term investments 831,523       (1,880,038)   

Purchase of marketable securities (4,718,115)   (2,148,840)   

Proceeds from sales of marketable securities 4,440,000    2,449,988    

Purchase of property and equipment (385,586)      (272,577)      

Proceeds from sale of property and equipment 52,000         1,000           

Deferred patronage redeemed -                   2,546           

NET CASH PROVIDED (USED) BY INVESTING

ACTIVITIES 219,822       (1,847,921)   

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from exercise of stock options 189,350       271,310       

Dividends paid (2,782,400)   (2,249,325)   

NET CASH USED BY FINANCING ACTIVITIES (2,593,050)   (1,978,015)   

INCREASE (DECREASE) IN CASH (333,942)      213,200       

CASH, BEGINNING OF PERIOD 1,097,912    884,712       

CASH, END OF PERIOD 763,970$     1,097,912$  



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(1) Summary of significant accounting policies
Operations
The Garden City Company (the Company) owns farmland in Southwest Kansas which it 
rents to tenant farmers on a crop share basis.  In addition, the Company receives oil and gas 
royalties from wells maintained by third parties on its property.  

Crop share leases
The farm ground of the Company is leased to tenant farmers on an annual basis.  The 
Company recognizes income (the Company’s share of the crops produced) when the crops 
are harvested and inventoried.  Expenses related to these leases are recognized when 
incurred.

Revenue recognition
As mentioned above, crop share revenue is recognized when the crop is harvested and 
inventoried. Revenue from the sale of crops is recognized once an arrangement exists, 
delivery has occurred, the price is determinable, and collectability is assured.  The 
Company does not have significant financing components as payment is received at or 
shortly after the point of sale. Revenue from oil and gas royalties is recognized monthly as 
received from the producers.  

Cash
Cash balances with brokerage firms are not considered cash but are considered to be short-
term investments. For purposes of the statements of cash flows, the Company’s definition
of cash does not include short-term investments and marketable securities with original 
maturity dates of three months or less.

Marketable securities
Marketable equity and debt securities are stated at fair value.  Marketable equity securities 
are classified in the balance sheets as current assets while marketable debt securities are 
classified in the balance sheets according to the maturity date of the security.  Changes in 
the fair value of marketable securities is recorded in the income statement.  Fair market 
values of marketable securities are determined for each individual security in the 
investment portfolio using quoted prices in active markets for identical assets, (Level 1).  
Marketable securities are summarized in Note (2).  

Inventory
Grain inventory, which represents farm rents received in crop shares not yet sold, is valued 
at contract price or current local market values.  Supplies are carried at cost.



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(1) Summary of significant accounting policies (continued)
Property and equipment
Property and equipment is stated at cost. Maintenance and repairs are charged to expense as 
incurred; costs of major additions and betterments are capitalized. When property and 
equipment is sold or otherwise disposed of, the cost and related accumulated depreciation 
are eliminated from the accounts and any resulting gain or loss is reflected in income.

Depreciation and depletion
Depreciation is computed over the estimated useful lives of the assets using either the 
declining-balance or the straight-line method. Useful lives used for calculating depreciation 
are as follows: buildings and improvements, 6-20 years; irrigation systems, 5-20 years; 
grain storage facilities, 10-20 years; equipment, 3-10 years.  Depletion of minerals is
computed using the unit-of-production method.

Income taxes
Deferred income taxes are provided for timing differences in reporting income for financial 
statement and income tax purposes.  The timing differences are mainly due to the use of 
different methods of accounting for depreciation, the adjustment of marketable securities to 
fair value, the accrual of postretirement liabilities, and the expensing of stock options.

Earnings per share
Basic earnings per share (EPS) is calculated using net earnings available to common 
stockholders divided by the weighted-average number of shares of common stock 
outstanding during the year.  Diluted EPS is similar to basic EPS except that the weighted-
average number of shares is increased to include the number of additional common shares 
that would have been outstanding if the potentially dilutive common shares had been 
issued. Dilutive common stock options are included in the diluted EPS calculation using 
the treasury stock method.  Amounts used in computing the basic and diluted EPS are listed 
in Note (10).

Stock option plan
The Company maintains a non-compensatory stock option plan. During 2018, the plan was 
amended to extend the plan for 10 years, to be effective beginning March 1, 2019. The 
purpose of the plan is to attract and retain qualified personnel for positions of substantial 
responsibility and to provide incentive to officers, directors and key employees of the 
Company. Under the plan no director, employee or other person shall have the right to be 
selected as a participant under the plan.  The maximum aggregate number of shares that 
may be optioned or granted under the plan is the greater of: a) 5,100 shares, of which 2,150 
shares are the subject of existing options or grants as of the restatement date, or b) a
number of shares determined by the board of directors.  The exercise price of each option is 
equal to the market value of the common stock of the Company, determined within thirty 
days after the beginning of each year. The maximum term of the options is 10 years. The 
options vest at 20% per year from the time of award.  Awards become fully vested after 
five years.



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(1) Summary of significant accounting policies (continued)
Stock option plan (continued)
Share-based payments to employees, including grants of employee stock options, issued 
after December 2006 are recognized on the income statement based on their fair values. 
This accounting treatment is also applied to all awards, modifications, repurchases, and 
cancellations made after December 2006.  The valuation of awards made after December 
2006 is computed using the intrinsic value method.  The Accounting Standards 
Codification allows this method of valuation when it is impractical to reasonably estimate 
the volatility of a stock and when no industry stock index exists to estimate volatility.  The 
plan is described further in Note (9).

Defined contribution retirement plan and postretirement health benefits
The Company accounts for its 401(k) defined contribution retirement plan and
postretirement health benefits plan according to the Financial Accounting Standards Board 
(FASB) Accounting Standards Codification, which requires that the funded status of 
postretirement plans be fully recognized in the balance sheet.  The plans are described 
further in Notes (5) and (6).

Use of estimates
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and reported amounts of revenues and expenses during the 
reporting period. Actual results could differ from those estimates.

(2) Marketable securities
Marketable securities classified as current assets include the following:

Fair Value Cost Fair Value Cost

U.S. Treasury securities 987,349$     987,349$     699,144$     699,144$     

Equity securities 1,850,358    138,476       2,071,791    139,705       

Totals 2,837,707$  1,125,825$  2,770,935$  838,849$     

20212022

The contractual maturities of debt securities available for sale are all within one year of the 
balance sheet dates.



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(2) Marketable securities (continued)
Sales proceeds and the change in unrealized holding gains on securities are:

2022 2021

Sale proceeds 4,440,000$  2,449,988$  

Gross realized gains -$                 -$                 

Change in unrealized holding gains included in earnings (205,908)$    320,503$     

(3) Property and equipment
Property and equipment consists of the following:

2022 2021

Cost

Land and water rights 2,931,393$  2,931,393$  

Buildings and improvements 909,957       877,317       

Irrigation systems 9,531,812    9,292,930    

Grain storage facilities 1,294,923    1,289,223    
Equipment 729,279       696,694       

Total cost 15,397,364  15,087,557  

Less: accumulated depreciation and depletion (10,203,788) (9,864,570)   

Net property and equipment 5,193,576$  5,222,987$  

Depreciation and depletion expense 398,995$     400,335$     

(The balance of this page is intentionally left blank.)



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(4) Income taxes
The income tax provision differs from the expense that would result from applying federal 
and state statutory rates to income before income taxes because certain expenses are 
deductible for income tax purposes that are not deductible for financial statement purposes.

The components of income tax expense are:

2022 2021

Current 1,131,485$  988,578$     

Deferred tax expense 17,000         97,000         

Income tax expense 1,148,485$  1,085,578$  

Total deferred tax assets and liabilities are as follows:

2022 2021

Deferred tax asset 217,000$     302,000$     

Deferred tax liability 1,154,000$  1,222,000$  

(5) Defined contribution retirement plan
During 2013 the Company adopted a 401(k) defined contribution retirement plan.  The plan 
covers employees who meet minimum age and service requirements and elect to 
participate. Company contributions to the plan for 2022 and 2021 total $84,640 and 
$88,139, respectively.

(6) Postretirement health benefits
The Company provides health insurance benefits to retired employees.  In accordance with 
the FASB Accounting Standards Codification, such costs are to be accounted for on the 
accrual basis.  At December 31, 2022, and 2021, the accumulated postretirement benefit 
obligation is estimated to be $705,737 and $982,460, respectively.  There are no plan 
assets. Benefit payments are funded from operations.  Employer contributions and benefits 
paid during 2022 and 2021, totaled $46,892 and $48,757, respectively.

Changes in the plan
During 2022 and 2021, there were no combinations, divestitures, curtailments, or 
settlements.  



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(6) Postretirement health benefits (continued)
Recognition of gains and losses
The FASB Accounting Standards Codification requires, at a minimum, amortization of 
gains and losses in excess of 10% of the Accumulated Postretirement Benefit Obligation 
(APBO) over the average remaining service period of active participants.  The Standards
allow for any systematic method of amortization of gains and losses that results in 
recognition that is at least as great as the minimum.  The Company has established a policy 
of recognizing all unrecognized gains or losses immediately.  This policy accelerates the 
recognition of gains or losses beyond the minimum required.

The following schedules set forth the plan’s funded status and amounts as of December 31, 
2022 and 2021:

2022 2021

Change in benefit obligation

Benefit obligation at beginning of year 982,460$     1,033,418$  

Service cost 20,131         20,241         

Interest cost 26,281         24,120         

Actuarial (gain) loss (276,243)      (46,562)        

Benefits paid (46,892)        (48,757)        

Benefit obligation at end of year 705,737       982,460       

Change in plan assets

Fair value of plan assets at beginning of year -                   -                   

Estimated employer contributions 46,892         48,757         

Estimated benefits paid (46,892)        (48,757)        

Fair value of assets at end of year -                   -                   

Funded status (705,737)$    (982,460)$    

Balance sheet classifications of amount recognized:

2022 2021

Current liability 59,558$       46,892$       

Noncurrent liability 646,179       935,568       



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(6) Postretirement health benefits (continued)
Net periodic benefit costs include the following components:

2022 2021

Service cost 9,618$         20,131$       

Interest cost 33,748         26,281         

Amortization of losses 3,014           10,148         

Recognized net actuarial (gain) loss (65,059)        218,318       

Net periodic benefit cost (18,679)$      274,878$     

The Company expects to contribute approximately $59,558 to the plan in 2023.  Benefits 
expected to be paid by the plan during the next 10 fiscal years are as follows:

2023 59,558$       

2024 57,079         

2025 54,646         

2026 52,282         

2027 50,010         

2028-2032 214,847       

Total 488,422$     

The weighted-average discount rate used to determine the benefit obligation and net benefit 
cost is 4.99%.  A 3.00% annual rate of increase in the cost of health care benefits for 
current retirees is assumed for all years. 

A one percentage-point change in these assumed health care costs trend rates would have 
the following effects:

One Percentage Point

Increase Decrease

Effect on total of service cost and interest cost (1,689)$        1,811$         

Effect on postretirement benefit obligation (13,440)        13,214         



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(7) Statements of cash flows
Adjustments to reconcile net income to net cash provided by operating activities consist of 
the following:

2022 2021

Depreciation and depletion 398,995$     400,335$     

Provision for deferred taxes 17,000         97,000         

Premiums and discounts (10,090)        (828)             

(Gain) loss on marketable securities 211,349       (319,686)      

Contribution of marketable securities 10,084         9,962           

Gain on disposal of property and equipment (35,998)        (938)             

Retirement costs (276,723)      (50,958)        

Compensation expense from stock options -                   98                

Noncash patronage income (3,251)          (618)             

(Increase) decrease in:

Accounts receivable (254,783)      (116,663)      

Inventories (1,654,409)   268,816       

Prepaid expenses (156)             1,045           

Increase (decrease) in:

Accrued liabilities (163)             (17,174)        

Income tax payable (84,146)        397,546       

Totals (1,682,291)$ 667,937$     

During 2022 and 2021 the Company donated marketable securities to a charitable
organization. A summary of the transactions follows:

2022 2021

Fair value of securities donated 10,084$       9,962$         

Cost of securities donated (1,228)          (759)             

Gain recognized 8,856$         9,203$         

Related noncash contribution expense 10,084$       9,962$         

Supplemental disclosures of cash flow information:
2022 2021

Cash paid during the year for:

Income taxes 1,215,578$  591,085$     



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(8) Changes in stockholders’ equity
During 2022 two directors exercised their options for 175 shares of stock under the stock
option plan discussed in Notes (1) and (9).  The exercise of the options resulted in 175 
shares of stock being issued in exchange for $189,350.  Capital stock was increased for the 
$223,300 and additional paid-in capital was reduced by $33,950.

During 2021 six employees and directors exercised their options for 450 shares of stock
under the stock option plan discussed in Notes (1) and (9).  The exercise of 255 options 
resulted in 255 shares of stock being issued in exchange for $271,310.  Because the 
aggregate purchase price of these shares exceeded the aggregate cost of the treasury shares 
issued, an increase in additional paid-in capital of $256,010 and a reduction in treasury 
stock of $15,300 were recorded.  The remaining 195 options were exercised as a cashless 
exercise and resulted in additional compensation of $54,465 being paid to the employees 
and directors and no stock was issued.  In addition, stock options issued after December 
2006 resulted in an increase to additional paid-in capital and compensation expense in the 
amount of $98. As of October 18, 2021, the Board of Directors approved a resolution to 
cancel all outstanding shares of treasury stock.  

(9) Stock option plan
Stock option plan activity during the years ended December 31, 2022 and 2021, is as 
follows:

2022 2021

Weighted Weighted 

Average Average 

Number of Exercise Number of Exercise

Shares Price Shares Price

Outstanding,

Beginning of Year 620              1,098.29$    1,070           1,083.80$    

Granted -                   -$                 -                   -$                 

Exercised (175)             1,082.00$    (450)             1,063.84$    

Forfeited -                   -$                 -                   -$                 

Outstanding,

End of Year 445              1,104.70$    620              1,098.29$    

Options vested and exercisable

at end of year 445              1,104.70$    620              1,098.29$    



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(9) Stock option plan (continued)
The weighted average contract term of fully vested share options at December 31, 2022 is 
less than one year.

2022 2021

Total intrinsic value of options exercised for shares 33,950$       54,070$       

Total intrinsic value of options exercised as cashless -$                 54,465$       

Tax benefit realized from exercise of options 10,000$       9,000$         

Cash received from the exercise of options 189,350$     271,310$     

As of December 31, 2021 all shares had vested. Following is a summary of nonvested 
shares as of December 31, 2021, and changes during the year:

2021

Weighted

Average 

Number of Fair

Shares Value

Outstanding, Beginning of Year 10                59.00$         

Granted during the year -                   -$                 

Vested during the year (10)               (8.00)$          

Forfeited during the year -                   -$                 

Outstanding, End of Year -                   -$                 

Fair value of shares vested 

during the year 12,760$       

For stock options granted after December 2006, as discussed in Note (1), the Company 
recognized no increase in compensation expense for the year ended December 31, 2022,
and a $98 increase to compensation expense during the year ended December 31, 2021.  As 
of December 31, 2022 and 2021, unrecognized compensation expense related to the options 
granted after December 2006 totaled zero.    



THE GARDEN CITY COMPANY
NOTES TO FINANCIAL STATEMENTS

For the Years Ended December 31, 2022 and 2021
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(10) Earnings per share
The following data shows the amounts used in computing earnings per share and the effect
on income and the weighted-average number of shares of dilutive potential stock.

2022 2021

Income available to stockholders used in basic EPS 3,721,577$  3,371,199$  

Weighted average number of stock shares used 

in basic EPS 34,759         34,589         

Effect of dilutive stock options 59 86

Weighted average number of stock shares and dilutive 

potential stock used in diluted EPS 34,818         34,675         

(11) Concentration of credit risk arising from cash deposits in excess of insured limits
Cash balances are maintained with financial institutions and securities dealers located in
Kansas and Colorado.  Accounts are insured up to $250,000 by either the Federal Deposit
Insurance Corporation or the Securities Investor Protection Corporation.  At December 31,
2022 and 2021, uninsured cash balances total $366,890 and $727,424, respectively.

(12) Subsequent events
Subsequent to December 31, 2022, four directors exercised their options for 320 shares of
stock under the stock option plan.  The exercise of these options resulted in 85 shares of
stock being issued in exchange for $91,970.  The remaining 235 options were exercised as
a cashless exercise and resulted in additional compensation of $44,650 being paid and no
stock being issued.

Management has evaluated the Company for subsequent events through March 9, 2023, the
date at which the financial statements were available to be issued.  The Company has not
been evaluated for any events after this date.


	GC Annual Report Cover Page 2022
	Table of contents 2022
	Annual Report Shareholder letter
	GCCo Financial Statement less table of contents and supplemental information



