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Confidential Offering Memorandum  
Preferred Share and Note Offering 
Dated July 1, 2021 

Summary 
This summary highlights select information from this Confidential Offering Memorandum (this “Memorandum”) and 
may not contain all of the information that is important to you. You should read this entire Memorandum and its 
Appendices carefully before you decide to invest. 

McHenry County Food Cooperative d/b/a Food Shed Co-op is an Illinois cooperative corporation (also referred to as “we,” 
“us,” “our,” the “Co-op”, “FSC” or “Food Shed”), organized under the laws of Illinois on January 27, 2014. Food Shed Co-
op will be a full-service community owned grocery store located in Woodstock, Illinois, featuring local, sustainably grown, 
organic produce, meat and dairy products.  

The purpose of this Memorandum is to provide information necessary for you to consider providing further financial 
support for Food Shed as it moves towards a store opening. Supporters’ vision and courage to make an investment of 
time, talent and money will allow us to build the first cooperative grocery store in McHenry County. 

As the first co-op in McHenry County, Food Shed Co-op’s community-owned grocery store will serve as an inspiration to 
surrounding communities, showcasing how to create real change in our local foodshed and aggressively grow the local 
food audience. Focused on locally grown and sustainably produced products, we will offer the depth and breadth of 
Midwest produce and products as well as all the expected conveniences of modern grocery stores. The hundreds of 
Owners who make up our community will make our store an interactive and thriving center of community activity. The 
foundation of Food Shed Co-op will be an unprecedented commitment to transparency and education, along with a local 
food economy that does not hibernate in winter.  

Food Shed Co-op is offering its Preferred Shares (“Shares”) at a price of $1,000 per Share to both members of the Co-op 
(“Owners”) and non-Owners who are Illinois residents and its unsecured subordinated loans (“Notes”) to Owners who are 
Illinois residents (hereafter referred to as this “Offering”). Anyone who invests in either our Shares or our Notes is called 
an “investor” in this Memorandum. The minimum subscription amount for Shares is one Share. The minimum subscription 
amount for Notes is $10,000. Non-Owners may purchase up to ten Shares and Owners may purchase up to eight Shares 
(for a maximum total of ten shares with their minimum of two Ownership common shares) at the price of $1,000 per 
Share; Notes are available in $1,000 increments of any amount over $10,000. Subscribers for Shares and Notes will be 
required to represent in the applicable Subscription Agreement that they meet the criteria for investment. 

This Offering is intended to raise the funds necessary to open the store in Woodstock, Illinois and begin operations. Food 
Shed currently estimates that the total amount needed is $4,330,600. We hope to raise a maximum of $500,000 in Notes 
and a minimum of $1,250,000 in Shares in this Offering, but may raise more or less. The more capital we raise through our 
Owners and the community through this Offering, the less we need to rely on outside lenders, further strengthening our 
financial projections. Once Food Shed is able to secure financing for the balance of the required funds, it will be able to 
build the store; hire and train staff; prepare the site for operation; purchase inventory and open the doors for business.  

The Shares will earn dividends at tiered rates from 3% to 5%, depending on the aggregate purchase price the investor has 
paid for the investor’s outstanding Shares. The dividend rates in this Memorandum will be a target, but will not be 
guaranteed; they will be non-cumulative and will accrue and be paid only when, as, and if declared by the Board in the 
Board’s sole discretion. The Board may opt to use available cash of the Co-op to buy out investors and redeem the Shares 
at par value ($1,000) at any time. Investors in the Shares may request that the Co-op redeem (buy back) their Shares, but 
the Co-op will not be legally obligated to do so. The Co-op will make a good-faith effort to redeem Shares on request after 
Food Shed becomes profitable and all loans are repaid, which is expected to occur 15 years from the date of investment, 
but it is not guaranteed. The Shares are non-voting, and are a long-term investment.  
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The Notes available in $1,000 increments starting at $10,000, carry an interest rate that varies with the amount of the 
Note. Notes between $10,000 and $25,000 will pay an interest rate of up to 2%; Notes between $26,000 and $50,000 will 
pay an interest rate of up to 3%; and Notes of at least $51,000 will pay an interest rate of up to 4%. The term of the Notes 
will be 15 years. The Note terms will begin on the date the funds are released from escrow and made available to the Co-
op. The Notes will be subordinated to any bank loans we obtain in the future, and are unsecured. For more information 
on our Shares and Notes see, “Description of Shares and Notes.” 

Proceeds of the Offering will be held in escrow pending receipt by the Co-op of a minimum amount of $1,750,000 and a 
further determination by the Board that funding is sufficient to proceed. If the necessary conditions have not been 
satisfied on or before June 30, 2022 (unless the Offering is extended or earlier terminated by our Board of Directors), the 
proceeds from the Offering will be returned to investors. In the event our Board decides we are unable to go forward with 
this Offering for any reason, proceeds from the Offering will be returned to investors; no interest will accumulate on the 
funds during the period that they were held in escrow. 

This Offering will close upon the earlier of its termination by a resolution of the Board or on June 30, 2022, subject to the 
right of the Board to extend this Offering one or more times. Subscriptions will require a cash payment equal to the total 
subscription amount at the time of subscription.   

Food Shed Co-op can only become a reality with the time, talents, and treasures of our community members. It is with 
great humility and gratitude that we thank the countless volunteers who have worked for years to deliver us to the 
precipice of opening our doors to the community. We also thank all those who have been patiently waiting and cheering 
us on. We are on the final push to open our store, one that reflects and amplifies our values and enriches our community. 
We thank you again for making Food Shed Co-op and its many positive impacts to the community a reality. 

Caution: Investing in this Offering involves significant risks. Please see “Risk Factors” beginning on page 10 for important 
factors you should consider before investing in our Shares or Notes. The Shares are speculative, are subject to significant 
restrictions on transfer and involve a high degree of risk. The Notes are speculative, are unsecured and involve a high 
degree of risk. Accordingly, this Offering is suitable only as a long-term investment for persons who can afford to lose their 
entire investment. The Board reserves the right to reject any subscription, in whole or in part, for any reason. 

THE SECURITIES BEING SOLD IN THIS OFFERING HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND 
EXCHANGE COMMISSION (“SEC”) OR ANY STATE SECURITIES AUTHORITY, NOR HAS THE COMMISSION OR ANY STATE 
SECURITIES AUTHORITY PASSED UPON THE ACCURACY OR ADEQUACY OF THIS MEMORANDUM. ANY CONTRARY 
REPRESENTATION IS A CRIMINAL OFFENSE. 

Warning Regarding Forward-looking Statements 
This Memorandum and the documents it references contain forward-looking statements that involve future events, our 
future performance and our expected future operations and actions. In some cases you can identify forward-looking 
statements by the use of words such as “may,” “should,” “anticipate,” “believe,” “expect,” “plan,” “future,” “intend,” 
“could,” “estimate,” “predict,” “hope,” “potential,” “continue,” or the negative of these terms or other similar expressions. 
These forward-looking statements are only our predictions and involve numerous assumptions, risks and uncertainties. 
Our actual results or actions may differ materially from these forward-looking statements for many reasons, including the 
risks described in this Memorandum and events that are beyond our control. We are not under any duty to update the 
forward-looking statements contained in this Memorandum. We cannot guarantee future results, levels of activity, 
performance or achievements. We caution you not to put undue reliance on any forward-looking statements, which speak 
only as of the date of this Memorandum. 

You should read this Memorandum and the documents that we reference in this Memorandum completely and with the 
understanding that our actual future results may be materially different from what we currently expect. We qualify all of 
our forward-looking statements by these cautionary statements.  
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Important Notices To Investors 
This Memorandum contains important information about us that you should read and consider carefully before you decide 
whether to invest in our Shares or Notes. The principal sections of this Memorandum are located on the pages referenced 
in the Table of Contents. Some of the documents related to this Offering are included in the Appendices to this 
Memorandum. If you have any questions regarding the information in this Memorandum, please contact the Community 
Investment Manager by telephone at 815-977-9944 ext 3 or by email at invest@foodshed.coop. 

This Offering involves a high degree of risk. Prospective participants should consider all of the risk factors set forth in 
this Memorandum. We urge you to read this Memorandum carefully. You will be required to verify in writing that you 
were given the opportunity to ask questions regarding the information in this Memorandum and either did so or waived 
such opportunity. 

The contents of this Memorandum and any prior or subsequent communications from or with Food Shed, or any 
professional associated with Food Shed, are not legal or professional tax advice. Food Shed and its Directors, officers, and 
any other representative of Food Shed do not assume any responsibility for economic or tax advice or consequences 
concerning this investment. 

This Offering is limited to Illinois residents who are at least 18 years of age, and subject to other investor qualifications 
detailed in this Memorandum. The information contained herein shall not be deemed an offer to sell or a solicitation of 
an offer to buy securities in any state other than Illinois or to any person who is not a resident of Illinois.  

We have not registered the Shares or Notes with the SEC or with any state securities commission. We are offering the 
Shares and Notes pursuant to claimed exemptions from registration provided by the Securities Act of 1933, as amended, 
and applicable state securities laws. The Shares and Notes are restricted securities under federal and state securities laws. 
This means that you cannot transfer the Shares or Notes except pursuant to one or more exemptions from the registration 
requirements of such laws, and that you must purchase the Shares and Notes for your own account and for investment 
purposes only. 

We may reject your subscription, in whole or in part, for any reason, and your subscription is subject to the subscription 
procedures we have established for this Offering. Please read the more detailed information about subscribing under 
“Subscription Procedures.” 

We have not authorized anyone to give any information or to make any representations with respect to the Shares and 
Notes except the information contained in this Memorandum. You should only rely on this Memorandum in making an 
investment decision.  

We reserve the right to suspend or terminate this Offering at any time prior to the close of this Offering. Neither the 
delivery of this Memorandum nor the sale of Shares or Notes hereunder shall create any implication that there has been 
no change in the information contained herein or in our business since the date of this Memorandum. 

Confidentiality 
THIS MEMORANDUM IS SOLELY FOR THE OFFERING OF SHARES AND NOTES DESCRIBED HEREIN AND MAY NOT BE 
REPRODUCED OR DISTRIBUTED TO ANY PERSON. ANY DISTRIBUTION OF THIS MEMORANDUM, IN FULL OR IN PART, OR 
THE DIVULGENCE OF ANY OF ITS CONTENTS TO ANY PARTY, IS UNAUTHORIZED. BY ACCEPTING POSSESSION OF THIS 
DOCUMENT, YOU AGREE TO THE FOREGOING TERMS AND ALSO AGREE THAT IF YOU ELECT NOT TO PURCHASE SHARES 
OR NOTES, YOU WILL IMMEDIATELY DESTROY THIS DOCUMENT, AND ALL RELATED MATERIALS, WITHOUT RETAINING 
ANY COPY OR REPRODUCTION.
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Plan Of Offering 

General Terms of the Offering 
We are offering Shares at a purchase price of $1,000 per Share to both Owners and non-Owners of the Co-op who are 
residents of Illinois. Investors who are non-Owners must purchase at least one Share and may purchase up to ten Shares, 
and investors who are Owners must purchase at least one Share and may purchase up to eight Shares (for a maximum 
total of ten shares with their minimum of two Ownership common shares) to participate. We are offering Owners who 
are Illinois residents the opportunity to purchase unsecured subordinated Notes with a minimum principal balance of 
$10,000. Notes are available in $1,000 increments above $10,000. The offering price for the Shares and the terms of the 
Notes were determined by our Board arbitrarily and were not based on customary valuation procedures.  

The Offering will close upon the earlier to occur of (1) our termination of the Offering by a resolution of the Board, or 
(2) June 30, 2022 subject to the Board’s authority to extend the Offering for an additional year in order to reach our target 
of raising a maximum of $500,000 in Notes and minimum of $1,250,000 in Shares. All subscriptions are subject to approval 
by our Board and acceptance by us, and we reserve the right to reject subscriptions for Shares in whole or in part for any 
reason in our sole discretion, to waive conditions to the purchase of Notes or Shares, or to terminate the Offering at any 
time. 

Our officers and Directors will sell the Shares and Notes in this Offering on our behalf directly to investors on a best efforts 
basis without the assistance of an underwriter. We do not consider our officers and Directors to be brokers under the 
Securities Exchange Act of 1934 because they have not been, and will not be, in the business of effecting transactions in 
securities for the accounts of others. Their participation in the Offering of securities is limited to this Offering and not part 
of a general business of effecting securities transactions. Each of these individuals has substantial operational 
responsibilities to us during and after the Offering. They have not received, and will not receive, any compensation or 
commissions based, directly or indirectly, upon the sale of the Shares or the Notes. 

We estimate that we will incur expenses of approximately $50,000 in connection with this Offering. 

Escrow 
Proceeds of the Offering will be held in escrow pending receipt by the Co-op of a minimum amount of $1,750,000 and a 
further determination by the Board that funding is sufficient to proceed. Escrow is defined as a secure bank account 
requiring multiple officer signatures to access funds and held at a different bank then the Food Shed Co-op’s general 
operating account. If the necessary conditions have not been satisfied on or before June 30, 2022 (unless the Offering is 
extended or earlier terminated by our Board of Directors), the proceeds from the Offering will be returned to investors. 
In the event our Board decides we are unable to go forward with this Offering for any reason, proceeds from the Offering 
will be returned to investors; no interest will accumulate on the funds during the period that they were held in escrow.  

Investor Suitability 
An investment in our Shares and Notes is speculative and involves a high degree of risk. It will be difficult for any investor 
to sell or otherwise dispose of Shares or Notes because there is likely to be no public trading market for the Shares. 
Accordingly, the Shares are suitable only as a long-term investment for persons who can afford to lose their entire 
investment.   
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Description Of Shares And Notes 

Description of Shares 
The below summarizes the principal terms of the Preferred Shares.  

Prior to your purchase of Shares, you will be required to complete a subscription agreement that will set forth the principal 
amount of your purchase and certain other information regarding your ownership of the Shares. 

Par Value The par value is $1,000 per Share. 

Purchase Limitations Pursuant to ownership limitations under the cooperative statute of Illinois, Non-
Owners may purchase up to ten Shares and Owners may purchase up to eight 
Shares (for a maximum total of ten shares with their minimum of two Ownership 
common shares). 

Distributions Distributions on the Shares will be made at the Board’s discretion. The dividend 
rate applicable to your Shares depends on the investment amount, as set forth 
in the chart below. However, in any given year the Board, in its discretion, may 
choose to distribute a smaller amount or no amount at all. Dividends are non-
cumulative, which means that if no dividend is declared by the Board in a given 
year, no dividend will accrue, and dividends will not “roll over” from year to year. 
Distributions will not be made while the funds are held in escrow. 

Investment Target Dividend  

$8,000 - 10,000 5.0% 

$5,000 - 7,000 4.0% 

$1,000 - 4,000 3.0% 
 

Voting Rights The Shares are nonvoting. The Co-operative Act, the law under which Food Shed 
is organized, allows Food Shed to create shares that have no voting rights 
whatsoever. Food Shed will be able to authorize more preferred shares and/or 
new classes of preferred shares, without the approval of Investors in this 
offering. However, if Food Shed does authorize a class of preferred shares with 
dividend or liquidation rights superior to the Shares, Food Shed will give holders 
of the Shares the opportunity to redeem their Shares in exchange for the new 
Shares. 

Redemption If an Investor would like the Co-op to redeem (buy back) the Investor’s Share(s), 
the Investor may request redemption, and the Co-op will buy back the Share(s) 
if the Board in its sole discretion determines that it may do so without impairing 
the Co-op’s ability to operate effectively. The Co-op does not plan to redeem 
Shares before the Co-op becomes profitable and all loans are repaid, which may 
occur 15 years from the date of investment, but it is not guaranteed. 
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The Shares may also be redeemed (bought back) at the Board’s discretion. 
Redemptions will be made at par value ($1,000). A holder of the Shares is 
required to comply with a redemption request by the Board. 

Liquidation Preference The Shares have a liquidation preference. In the event of a liquidation of the Co-
op, the holders of the Shares will receive the par value of their Shares before 
assets are distributed to the holders of Common Stock of the Co-op, but after 
payment of our liabilities and debts, including the Notes being offered in this 
Offering.  

Transfer Rights The Shares may not be sold to third parties. Instead, they may only be sold back 
to the Co-op, subject to the Board’s approval. 
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Description of Notes 

The Notes represent our unsecured promise to repay principal at maturity and to pay interest during the term or at 
maturity. By purchasing a Note, you are lending money to us.  

The below summarizes the principal terms of the Notes; a form of the Notes is included in the Notes Subscription Package 
and, in the event of inconsistencies between this summary and the form of Note, the latter shall prevail. 

Prior to your purchase of Notes, you will be required to complete a subscription agreement that will set forth the principal 
amount of your purchase, the term of the Note, and certain other information regarding your ownership of the Note. 

Note Amounts The minimum Note amount is $10,000, and Notes are available in $1,000 
increments in any amount above $10,000. 

Term The term of the Notes will be 15 years. The Note terms will begin on the date 
the funds are released from escrow and made available to the Co-op. 

Interest Rate The interest rate will be selected by the investor in accordance with the 
following ranges, based on the amount of the Note purchased by the investor: 

Amount of Note Interest Rate Options  

$51,000 + 0%, 1%, 2%, 3%, or 4% 

$26,000 - $50,000 0%, 1%, 2%, or 3% 

$10,000 - $25,000 0%, 1%, or 2% 

Interest is simple (not compounded) and will be paid at the end of the loan 
term. 

These are modest returns. It is presumed that the social benefit of the 
investment rather than financial return is the motivating factor for lending. 

Subordination The Co-op’s obligation to make interest and principal payments of the Notes 
will be subordinate to amounts owed to the Co-op’s senior lenders (bank 
debt), vendors, landlords, employees and trade creditors. 

Security Interests The Notes will not be secured by a lien on Co-op assets or otherwise.  

Transfer Rights The Notes may not be transferred to third parties without the Board’s 
approval.  

Prepayment The Co-op may, in its sole discretion, prepay any Note before its stated due 
date together with interest accrued to the prepayment date. No penalty or 
additional interest will be due in the event of such a discretionary prepayment 
by the Co-op. 
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Risk Factors 
An investment in our Shares or Notes will involve a high degree of risk. An investment in our Shares or Notes is suitable 
only for investors who can assume the financial risks of an investment for an indefinite period of time and who can afford 
to lose their entire investment. Prospective investors must not construe this Memorandum as constituting investment, 
legal, tax or other professional advice. Before making any decision to subscribe for Shares and/or Notes, you should read 
this entire Memorandum, including each of its Appendices, carefully consider the Risk Factors set forth below, and consult 
with your own investment, legal, tax and other professional advisors. 

The Risk Factors described below are those that the Co-op currently believes may materially and adversely affect us. 
Additional risks not presently known to the Co-op, or that Co-op currently considers immaterial, may also materially and 
adversely affect the Co-op. If any of these Risk Factors occur, our business, financial condition or results of operations 
could be harmed, which could cause the value of your Shares and/or Notes to decline, and you could lose all or part of 
your investment. 

Each prospective investor is advised that we will assert that the investor has been advised of and accepted the risks 
described in this Memorandum if a claim is brought against us or any of our Directors, officers, employees, advisors, agents 
or representatives in connection with this Offering or otherwise. 

Risks Related to this Offering 

Determination of Offering Price and Terms. The offering price for the Shares and the terms of the Notes do not have any 
direct relationship to the assets, earnings, book value or other measurable criteria of value of the Co-op. We make no 
representations, whether expressed or implied, as to the value of the Shares or the fairness of the terms of the Notes 
offered hereby. There can be no assurance that the Shares can be sold at either the offering price or any other price in the 
future. 

Market for Shares and Notes; Restrictions on Transfer. There is no established public trading market for our Shares or 
Notes, and we do not expect one to develop in the foreseeable future. The Shares and Notes are being offered and sold 
in this Offering in accordance with exemptions from registration under federal and state securities laws that require 
subsequent sales or transfers of the Shares be registered or exempt from such registration requirements. Additionally, 
our Bylaws state that the Shares and ownership rights and interests may not be sold, assigned or transferred. As a result, 
you may not be able to complete a transfer that you wish to make and may be required to assume the risks of an 
investment in us for an indefinite period of time. 
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Risks Related to the Shares 
The Shares sold in this Offering may be subordinate to future classes of preferred stock if issued in the future. We may, in 
the future, issue additional Shares or shares of different classes of preferred stock to meet capital needs and for other 
purposes (“Additional Preferred Shares”). Those Additional Preferred Shares may convey rights to the holders of those 
shares that are superior to those of the Shares sold in this offering. Those rights may give holders of Additional Preferred 
Shares advantages over the Class A Shares in the liquidation of the Co-op, payment of dividends or in other ways. The 
specific “preferences” associated with Additional Preferred Shares would be determined through negotiations between 
the Co-op and prospective investors (including, but not limited to non-profit and governmental organizations) and may 
vary from investment to investment. The sale or issuance of additional Shares or shares of different classes may also 
reduce the ability of the Co-op to make distributions on your Shares and reduce the value of your Shares.  

The offering price for our Shares has been arbitrarily determined and may bear very little or no relationship to the current 
value of the Shares or the value the Shares might have in the future. The offering price for the Shares in this Offering has 
been arbitrarily determined by us based on our estimate of our capital requirements and is not based on perceived market 
value, book value or other measurable criteria of value. The Shares may have a current value significantly less than the 
offering price and we make no representations, express or implied, as to the value of the Shares offered hereby. There is 
no assurance that the Shares will ever obtain a value equal to or greater than the offering price or that the Shares will be 
able to be sold at either the offering price or any other price in the future. 

There is no guarantee of receiving a regular distribution. Under our governing documents and subject to applicable laws, 
the Board has complete discretion in deciding whether to declare a dividend on the Shares. The Board, in its discretion, 
may declare a dividend at an amount lower than the stated rate or may decide to issue no dividend at all. Because the 
dividends are non-cumulative, a holder of the Shares will have no future claim on the amount constituting the difference 
between what the Board issues as a dividend and the stated rate on the Shares. We take the position that, under the 
Illinois cooperative statute, dividends on preferred stock may be paid prior to payment of patronage distributions to 
members. However, there is an argument that the statute requires annual profits to be paid pro-rata to preferred stock 
owners and patrons. If our position is disputed, distributions to holders of the Shares may be further limited.  

The Shares are nonvoting. The Shares do not carry voting rights, except in exceptional circumstances where the law 
requires a vote by the members of a particular class of shares. A purchase of the Shares will not increase your ability to 
affect Board decisions such as determining whether and in what amount to issue a dividend. 

The Shares are subject to redemption. The Board, when it determines that the Co-op has sufficient working capital, may 
redeem the Shares at par value ($1,000). You will be bound by a decision of the Board to redeem your Shares and entitled 
to receive par value for the Shares, but nothing more. 

The Shares to be issued in this Offering have no public market and no public market is expected to develop. There is no 
public trading market for our Shares, and we do not expect one to develop in the foreseeable future. As a result, your 
Shares will not be readily marketable and you may be required to hold your Shares indefinitely. Moreover, as set forth in 
our Bylaws, the Shares may not be transferred or sold except to the Co-op and the acceptance of offers of sale are at the 
discretion of the Board. You will be bound by actions taken by a majority of our Owners and the decisions of our Board of 
Directors, and because you have no dissenters’ rights and there is no public market for the Shares, you could be forced to 
hold a substantially changed investment. We cannot engage in certain transactions, such as a merger, consolidation or 
sale of all or substantially all of our assets without the approval of our Owners. If a majority of our Owners approves a 
transaction, however, then you will also be bound to that transaction regardless of whether you agree with the 
transaction. Consequently, because there is no public market for the Shares, you may be forced to keep a substantially 
changed investment. 

Our Shares will be subordinate to all of our debts and liabilities. Our Shares are equity interests that will be subordinate 
to all future indebtedness with respect to claims on our assets. In any liquidation, all of our debts and liabilities must be 
paid before any payment is made on the Shares. We are not required to deliver annual reports or proxy statements to 
Shareholders and we will have no obligation to file reports with the SEC, which limits your access to information about us. 
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Except for our obligation to provide annual financial statements to our Owners pursuant to our Bylaws, we are not 
required to deliver reports to our Shareholders. We are also not required to furnish proxy statements to our Shareholders 
and we are not required to file publicly available reports containing financial statements and other information about us 
with the Securities and Exchange Commission. These factors significantly limit your access to financial and other 
information regarding us and our operations. 

Risks Related to Notes 
The Notes are speculative. Investment in our Notes is speculative and involves a high degree of risk. If the Co-op is not 
profitable, it may never be able to pay the full amounts due under the Notes. The Notes do not include any liens or security 
interests for lenders in Co-op property. 

The Notes are a subordinated investment and enforcement rights may be limited. The Notes will be subordinated to the 
loans of institutional lenders. The Co-op’s obligation to make interest and principal payments on the Notes will be 
subordinate to amounts owed to the Co-op’s senior lenders (bank debt), vendors, landlords, employees and trade 
creditors. As a result, the Co-op may not be able to make payments of principal or interest if the Co-op’s financial condition 
deteriorates or if the bank debt includes financial criteria and agreement by the Co-op not to pay subordinated loans if 
the financial criteria are not met, which could substantially decrease the market value of the Notes. In the event of a 
liquidation, payment on the Notes would occur only after our other liabilities (e.g., external bank loans) have been 
satisfied. As a result, in a liquidation, Note holders would very likely lose some or all of their investment in the Notes. In 
addition, the Co-op may seek loan funding on favorable terms from a bank lender under a federal Small Business 
Administration loan guaranty program; if so, it is expected the lender will require some members who make large 
subordinated loans to waive their right to sue the Co-op to enforce their Notes. The waiver will apply until the bank lender 
is completely paid off. Makers of large loans agree they will sign a waiver if requested by the bank lender.  

The Notes are not registered with the SEC or any state securities commission. The Notes have not been registered under 
the Securities Act of 1933, as amended, or the securities laws of any state. Any representation to the contrary is a criminal 
offense. Lenders should not expect to be able to liquidate their investment quickly, even in case of an emergency. Because 
the Notes have not been registered with the SEC or with any state securities commission, lenders do not have the benefit 
of review of this Memorandum by the SEC or any state securities commission. There is no public trading market for our 
Notes, and we do not expect one to develop in the foreseeable future. As a result, the Notes will not be readily marketable 
and you may be required to hold the Notes until maturity. 

Risks Related to our Business 
There are general risks inherent in the startup of a business. Many of these start-up risks are beyond management’s 
control. In the process of building out and opening a store front and growing that store to profitability, we could encounter 
challenges that are currently unknown and cannot be predicted. Such risks could include but are not limited to rising costs 
of construction labor or materials, economic changes that could affect our supply chains, and development near our store 
that could affect traffic patterns and thus decrease demand. 

We are a start-up cooperative with no operating history and our projections could be wrong. Because we are a start-up, 
we do not have any operating history. Any financial projections included in this Memorandum are the result of estimates 
by the Co-op’s Board and advisors, are not based on past performance, are subject to a high degree of uncertainty and 
have not been audited by a third party auditor. They are based upon estimates of future events and circumstances that 
may or may not ultimately prove to be true or accurate. The estimates and assumptions underlying the Co-op’s projections 
are subject to significant economic and competitive uncertainties and contingencies, many or all of which are beyond the 
Co-op’s control. The Co-op can make no representation or warranty as to the accuracy of these assumptions. 

The planned store may not be successful. The planned store location may not be successful or may create financial 
difficulties for the Co-op if the actual costs exceed the estimate, if the Co-op’s ability to complete the store opening is 
significantly delayed, or if the store does not operate as expected. 

We rely on a limited number of advisors. The Co-op relies on a limited number of employees, service providers, and its 
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Board. The Board is comprised of community members whom many do not have any grocery, retail, or other experience 
relevant to starting a successful grocery store. The Co-op will likely need to rely on a store manager, and there is no 
guarantee that the Co-op will be able to recruit and retain a qualified store manager or other personnel with the skills and 
experience needed by the Co-op. 

We may not obtain sufficient financing. If we obtain all of the funds from all of the sources described in “Sources and Uses 
of Funds” below, we believe that the proceeds of this Offering along with those other funds will be sufficient to fund the 
Co-op’s start-up plans. Although we expect to obtain the other financing, we do not yet have any binding commitment for 
any loans. The Co-op cannot assure investors that such financing will be available to the Co-op on favorable terms or at 
all. From time to time, the Co-op may also seek additional sources of funding, including debt and equity investments that 
would be ranked higher than the Shares. In addition, if additional financing is obtained from institutional lenders, the Co-
op’s ability to repay the Notes could be impaired.  

Our industry is highly competitive. Competition in the retail food business is intense. Our business faces competitive 
challenges from larger grocers with lower cost structures than ours. Competition with other grocers could negatively affect 
our sales and business position and thus reduce the value of your investment. In addition, food consumption and buying 
trends could change in a manner that hurts our business. 

Risks Related to Tax Issues 
EACH PROSPECTIVE INVESTOR OR LENDER SHOULD CONSULT THE INVESTOR’S OWN TAX ADVISOR WITH RESPECT TO 
THE FEDERAL AND STATE TAX CONSEQUENCES OF AN INVESTMENT IN THE SHARES OR THE NOTES AND THE IMPACT 
ON THE INVESTOR’S OR LENDER’S TAX REPORTING OBLIGATIONS AND LIABILITY. 

Risks Related to Legal Proceedings 
From time to time and in the ordinary course of its business, we may be named as a defendant in legal proceedings related 
to various issues, including workers compensation claims, tort claims and contractual disputes. We are currently involved 
in no such legal proceedings and are not aware of any potential claims that could result in the commencement of legal 
proceedings. Our business plan includes insurance that would provide protection against certain types of claims. 
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Subscription Procedures 
In order to purchase Shares or Notes, investors must:  

(1) complete and sign the subscription agreement and other required documents sent to you via DocuSign eSignature; 
(2) prepare a check payable to “Food Shed Co-op CIC” in the amount of the total purchase price for the Shares or the 
amount of the Note for which the subscription is made and mail the check to us at: 

Food Shed Co-op 
P.O. Box 1663 

Woodstock, IL 60098 

If you wish to submit documents by mail and/or funds electronically, please contact us for instructions. 

When you deliver your signed subscription agreement to us, we may immediately accept your subscription by returning a 
countersigned copy of the subscription agreement to you. When we accept your subscription, your obligations under the 
agreement will be binding. If we do not accept your subscription or if we accept a smaller investment amount than the 
amount offered, we will return the payment for any unissued portion of the subscription. 

 

If you have any questions regarding the subscription process, please contact the Community Investment Program Manager 
by telephone at 815-977-9944 ext 3 or by email at invest@foodshed.coop. 

We thank you for supporting the Co-op through your ownership and for considering making an additional investment to 
support the Co-op’s building project.  
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The Project 
In early December 2020, the Food Shed Co-op purchased the new home for its grocery store. The property is located on 
the corner of RT 14 and E Lake Shore Drive in Woodstock, IL. An 8000 sq ft building is planned for the currently vacant 
property with approximately 6000 sq ft of retail space. A store of this size would enable the Food Shed to operate a full-
service contemporary store that can compete effectively within our trade area. The location is ideally situated on the 
South East edge of Woodstock with easy access from Crystal Lake, Bull Valley and Lakewood.  

The following diagrams demonstrate a potential site plan and store layout.  The final store design is dependent on building 
size, shape, and other characteristics. Food Shed Co-op has contracted with seven roots group to complete a professional 
interior design plan. Seven roots group has several decades of design and branding experience in the specialty and 
cooperative grocery market. Seven roots group grocery store plans to incorporate green practices, efficient operations, 
and comfortable shopping experiences. The Food Shed board intends to engage the community in design considerations. 

 

 
 
 

Financing the Project 

Our goal for this Offering is to raise a maximum of $500,000 in Notes and a minimum of $1,250,000 in Shares, but we may 
raise more or less. The more capital we raise from our Owners and the community through this Offering, the less we need 
to rely on outside lenders.  

As a registered Illinois cooperative corporation, our funding is provided in part by our Owners and in part by funding 
institutions. Our business plan calls for raising $4.33 million through the following channels: 

● $300,000 through Owner Equity ($240,000 secured as of May 2021) 
● $1.75 million through a combination of Owner Loans and Preferred Share sales (this offering) 
● $1.98 million in bank financing with land and building collateral and external financing 
● $300,000 in potential donations and grants  

Bank financing is expected to be provided by: 
● We are in discussions with several local banks showing interest in our project. 

Timeline of the Project 

https://www.sevenrootsgroup.com/
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The Food Shed Co-op expects to secure all financing by the end of 2021, begin the build out in early 2022 and open in the 
Fall of 2022. 

Feasibility of the Project 

Our market studies show that our region in Woodstock, Illinois can support an 8,000 square-foot store. From 2014 through 
2021, Food Shed has procured several market studies by two very reputable consulting companies in the food cooperative 
market based on locations in Woodstock and Crystal Lake. Each market study showed feasibility for a successful food 
cooperative in the market area.  

The Food Shed Co-op has invested in expert financial assistance and analysis throughout the project and is confident 
moving forward with a feasible financial plan. 

Shortly after the Food Shed Co-op's first board was elected, the co-op applied and won a grant from the USDA to pay for 
a market study and financial plan. Initially, the co-op hired G2G Research to perform extensive modeling to assess the 
viability of the Food Shed Co-op. G2G Research performs market and sales analysis for grocery stores using Locus Pro and 
Synergies Technologies datasets to compile spending patterns, population statistics, consumer research and historical 
performance information. Using this data, the study considered grocery stores most similar to the Food Shed Co-op in 
size, demographics and other market factors. To ensure sales projections, G2G also factored in local competition, 
reviewing all stores in the Food Shed Co-op's sales area that sell groceries. 

Next, the Food Shed Co-op hired Bill Gessner of CDS Consulting Co-op to complete our pro forma. CDS Consulting Co-op 
(now Columinate) supports cooperative businesses and helps them to meet their goals as strong marketplace competitors 
whose success is predicated on ethical business practices. Bill was CDS Consulting's lead consultant, with more than 25 
years of experience focusing on the planning and implementation of more than 250 co-op projects. The pro forma 
produced is based on projections from the market study, estimates from local contractors, architects, designers, and 
consultants, as well as data drawn from the Combined Cooperative Financial Statements (CoCoFiSt) database, which 
encompasses a vast history of financial performance data from across the grocery cooperative sector. As in the market 
study, care was taken to use the data from stores that were most analogous to the Food Shed Co-op. As much as possible, 
the data shown and the analysis presented represents a view of the finances of the cooperative that skew conservative, 
to allow a realistic potential to meet or exceed the projections. 

As various potential locations were being researched, additional market feasibility studies were commissioned to assess 
the viability of those sites. Dakota Worldwide Corporation has over 20 years’ experience creating market studies for 
national, regional, and local grocery stores. The Board was interested in comparing the market study results with those of 
G2G Research to ensure that sales forecasts were as accurate as possible. The co-op was also interested to learn how the 
rapidly changing retail grocery market affects our sales potential. The results of both the G2G Research and Dakota market 
study were similar and provided additional reassurance on the accuracy of the sales projections and the viability of our 
project. Dakota updated the market study in January 2021 to reflect the exact location and store after the land was 
purchased in Woodstock. 

Food Shed will continue to monitor the market and make updates as needed. 

Market Study Summary , averaging the results from 2014 through 2021: 
● $2.33 million first year revenue (reduced 10% for operation maturity) 
● Up to $3.75 million in annual revenue by year 3 
● Population: 102,000 in trade area 
● Propensity of the population to purchase natural foods is 76% with 25% above average. 
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Sources and Uses of Funds 
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About Food Shed Co-op 
Our mission is to build a LOCAL food COOPERATIVE promoting a HEALTHY, ETHICAL and RESILIENT COMMUNITY. 

As a for-profit mission-driven business, Food Shed Co-op will: 1) Operate as a full-service grocery store open to the public 
year-round and will carry a full range of grocery products, from farm-fresh produce and eggs, to artisan breads and 
cheeses, to locally prepared and packaged goods. 2) Focus on local food that is sustainably, ethically, and transparently 
sourced. 3) Provide shoppers with sourcing information through our labeling system, in-store displays and information 
systems, and informed employees. 4) Hire local talent and provide training. 5) Partner with local organizations to educate 
our community about the importance, benefits, and uses of local foods. 6) Operate sustainably to reduce waste. 6) Focus 
on local sourcing for our operations to boost our local economy. 

Additionally, Food Shed is dedicated to following and promoting the core principles that cooperative businesses around 
the world operate by. The following “Seven Cooperative Principles,” along with the cooperative purpose of improving 
quality of life for their members, make cooperatives different from other businesses: (1) Voluntary and Open Membership, 
(2) Democratic Member Control, (3) Member Economic Participation, (4) Autonomy and Independence, (5) Education, 
Training and Information, (6) Cooperation among Cooperatives, and (7) Concern for Community. 

History of Food Shed Co-op 

The Food Shed Co-op began as an idea in March of 2013 among a few community members concerned about the lack of 
healthy food choices locally, the limited outlets for local farmers to sell their food within McHenry County and the non-
sustainable nature of industrial agriculture and food distribution globally. 

In January 2014, the Food Shed Co-op incorporated in the state of Illinois and was set up to sell ownership shares. The 
Board of Directors was formed, and the Board consulted with Food Co-op Initiative and the Cooperative Development 
Services Consulting Co-op (now known as Columinate) for guidance and support in starting a new food co-op. 

On April 22nd, 2014, the Food Shed Co-op held its first official community meeting revealing the d.b.a Food Shed Co-op 
name and kicking off ownership signups. The community meeting was attended by over 100 people. 

The Board of Directors works closely with the Food Co-op Initiative, seven roots and Columinate, national co-op service 
and trade organizations that work with hundreds of retail food co-ops and provide consulting, planning, implementation, 
and operation services to start-up food co-ops. These consultants are listed in the Organizational section. 

The USDA awarded the Food Shed Co-op a matching planning grant in the Local Food Promotional Program which provided 
$20,000 for funding our feasibility study, completed by Debbie Suassuna of the G2G Research Group in November 2014. 
This feasibility study confirmed that areas located in Woodstock and Crystal Lake, Illinois met or exceeded the criteria for 
building and sustaining a successful cooperative grocery store. During 2015, the grant also helped fund the Food Shed 
Board pro forma financial plan in consultation with 20-year co-op veteran Bill Gessner of Cooperative Development 
Services. 

The Food Shed Co-op Organizing Committee and the Food Shed Co-op Board has hosted and participated in hundreds of 
awareness and fundraising events starting in 2014 and continuing to this day. The Food Shed Co-op hired a Volunteer 
Coordinator in June 2016 to assist with increasing the community’s awareness of the co-op and to cultivate relationships 
within the community. 

The Food Shed Co-op was awarded a $10,000 Seed Grant in May of 2016 from the Food Coop Initiative based on the 
strength of the organization, business planning, leadership, and community support. The co-op was scored as the top 
startup in the United States. 

https://www.fci.coop/
https://www.fci.coop/
https://columinate.coop/
https://columinate.coop/
https://www.fci.coop/
https://www.fci.coop/
https://www.sevenrootsgroup.com/
https://www.sevenrootsgroup.com/
https://columinate.coop/
https://columinate.coop/
https://www.foodshed.coop/usda_lfpp_grant_2014
https://www.foodshed.coop/usda_lfpp_grant_2014
https://www.g2gresearch.com/
https://www.g2gresearch.com/
https://www.foodshed.coop/fci_2016_seed_grant
https://www.foodshed.coop/fci_2016_seed_grant
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As ownership grew past 500 in the second quarter of 2016, the Food Shed Co-op established a Site Selection Committee, 
responsible for identifying potential sites in our target area which focused along US Highway 14 and includes both the 
cities of Woodstock and Crystal Lake, Illinois. The Food Shed Co-op also solicited feedback from their owners on what they 
were looking for in a store location. 

From 2017 through 2019 several potential locations were researched but were deemed not feasible and the Board of 
Directors voted to not pursue. Ownership continued to grow but lack of a specific location slowed our growth rate. The 
pandemic of 2020 brought more challenges that were soon overcome with the purchase of land that will be the home of 
the Food Shed Co-op. 

In November of 2020, the Food Shed Co-op acquired land from the Mayo Clinic of Rochester, Minnesota that is within the 
target boundaries identified by the market study.  The acquired site is within the City of Woodstock, Illinois at 10806 US 
HWY 14, Woodstock, IL 60098.  This location and particular intersection is on the busiest highway in McHenry County and 
connects Woodstock and Crystal Lake, which are the two largest cities in McHenry County. The intersection includes a 
traffic signal with dedicated deceleration turning lanes to make access to the Food Shed Co-op safe and easy. This central 
location in the county is perfectly positioned to serve the entire county and is particularly accessible by bike, foot and 
wheelchair. A favorite of many environmentalists, the location of the Food Shed Co-op will be the perfect refueling point 
right off the McHenry County Conservation District’s paved bike path, linking the two largest cities, i.e., Crystal Lake and 
Woodstock.  This land acquisition makes it possible to build an 8000 square foot store, which commissioned market studies 
have indicated as the appropriate size for our trade area. 

The Food Shed Co-op Store Operations Committee is working with store designers from seven roots group to complete 
the preliminary design and fixture plan. They have also engaged the expertise of Julie Zamudio of McHenry as the 
construction project manager to oversee the bidding process and to ensure the project is on schedule. 

As of July 2021, the Food Shed Co-op has over 1100 member owners. 

Cooperative Structure  
Food Shed Co-op is organized as a consumer-owned cooperative corporation under the Illinois Co-operative Act and 
derives capital from its Owners, the members. 

Owners are entitled to vote for Directors, to participate in decisions concerning Food Shed and to receive a share of any 
distributions from net profits based on their proportional share of purchases during the year. 

The Board is responsible to the Owners for governance and managerial oversight of the Co-op. Authority will be delegated 
to the General Manager through written policies, while the Board remains accountable to the Owners whom they 
represent. Board operation is also governed by written policies.  

Capital Stock 
A fundamental cooperative principle is one Owner, one vote; no matter how many shares of stock a Food Shed Owner 
owns, they are only entitled to one vote. 

The Co-op’s capital stock consists of common stock and preferred stock. The Co-op is currently authorized to issue 200,000 
shares of common stock, and as of March 1, 2021, just over 1,900 shares of common stock are outstanding. To become a 
member (“Owner”), a person must buy at least 2 and no more than 10 shares of common stock at its $100 par value.  

There are no outstanding options or warrants for the purchase of any Shares.  

Common Stock shares represent an Ownership interest in the Co-op and a voting right. All Owners receive one vote, 
regardless of the number of common stock shares held by them. No dividends are paid to common stock shares; however, 
holders of Common Stock shares who make purchases from the Food Shed Co-op are “Patrons” and are entitled to 

https://www.sevenrootsgroup.com/
https://www.sevenrootsgroup.com/
https://www.linkedin.com/in/julie-zamudio-6287b46/
https://www.linkedin.com/in/julie-zamudio-6287b46/
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participate in the Co-op’s allocations and distributions of net income to Patrons in proportion to their patronage, in 
accordance with the Co-operative Act of Illinois and the Co-op’s Articles and Bylaws. 

The cooperative is currently authorized to issue 5,000 shares of preferred stock at its $1,000 par value. The Co-op aims to 
sell at least 1,250 of the Shares in this offering. As of the date of this Memorandum, no shares of preferred stock are 
outstanding.  

Governance And Management Of The Co-op 
The governance of this association and oversight of the management is vested in a Board of Directors, the members of 
which are elected by Owners.  

Board of Directors 
We presently have thirteen Directors on our Board. Biographies of our Board members are available on our website at 
https://www.foodshed.coop/board-of-directors. The current members of our Board are as follows:

Rusty Foszcz – President 

Scott Brix – VP 

Doug Close - Treasurer 

Elizabeth Jimenez-Bure – Secretary 

Kim Brix – Director 

Martie Gorman – Director 

Vern Heinen – Director 

Claire Hodge - Director 

Cynthia Kanner - Director 

Carina Vowels - Director 

Caron Wenzel - Director 

Emily Zack - Director 

Sue Jensen - Director

Board Compensation 
Other than expense reimbursements, we do not currently pay our Directors any cash compensation for acting in their 
capacity as Directors, although we may do so in the future only as approved at a meeting of Owners. Directors may be 
reimbursed for reasonable expenses incurred in carrying out their duties as Directors. 

General Manager 
When appropriate, the Board will hire a general manager of the Co-op. Factors such as Owner count, construction and 
occupancy timelines, pre-open preparations, and pro forma projections will be considered in timing the hiring process. 
The Board will determine the duties and compensation for the position at such time. The general manager will be an 
officer but will not be a Director of the Co-op.  

The search for the general manager will be nationwide and the Board plans to seek out the most qualified candidate 
possible. The Board’s current goal is to hire the general manager nine months to a year prior to opening the store.  

Additional Information about Food Shed and the Project 
This Memorandum includes several exhibits that provide detailed information regarding the matters described in the body 
of this Memorandum. Please carefully review, analyze and thoughtfully consider the following exhibits, which are 
incorporated into and made a part of this Memorandum: 
 

• Appendix A: Shares Subscription Package 
• Appendix B: Shares Subscription Package (Share Conversion) 
• Appendix C: Notes Subscription Package 
• Appendix D: Promissory Note 
• Appendix E: Business Plan 

https://www.foodshed.coop/board-of-directors
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The following materials are available upon request: 

● Detailed Pro Forma Financial Projections 
● Market Study Reports 
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