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UEFINITICRS

NET SAIES represent the real velume of business aone, /fillowances and 4.n=
counts granted to customers and velue of goods returned by customars
&are deducted from gross sales, but sales of meals or lunches provided
enployees and &ny goods withdrawn by the proprietor for personal use
are included,

GROSS TRADING FRCFIT OR NARCIN is the difference between the cost of mer-
chanaise s0ld &nd the selling price. The cost of merchandise scld
ig calculated by adding the beginning inventory to net purchases and
deducting ending inventory.

CPERATING EXVENSES ure the smounts paid out for any anu all expenses in-
curred in operating & business, except the cost of merchandise. They
include:

calaries end wages paid to employees before deduction of income
taxes or unemployment insurance. Troprietors’ salaries or
withdrawals are not included.

fdvertising

otore supplies used in the business during the year such as:
wrapping paper, office supplies, gasoline and 0il for
Gelivery trucks:

loss on bad cebts in the year - amount written off less bau uebts
recovered.

Texes8 and insurance = business,; property and weter taxes, licences
including truck licences, insurence premiums carried for the
" protection ol the business. Income texes are not included.

Kentals - for premises used only in the business.

Beat, light &and power used in the year.

Repairs_and meintensnce = incurred for the purpose of keeping
fixed store ussets in efficient operation, including
delivery equipment.

Deprecistion = allowances to cover decreases in the value of
fixed store assets including delivery equipment .

411l other expenses - telephone, telegraph, postage, bank charges,
legal, collection and muditing fees, etc.

EET FROFIT is the difference between gross mergin and total expenses, and
incluaes proprietors' salaries and withdrowals.

STOCK TURNUVE) is the number of times in & year that the nierchandise is sold
and replaced. The averesge of the begianing and year ending invento-
ries is divided into the cost of merchanaise.

/G are all accounts receivable on the books at

the end of the yesr.
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CPRRATING IESULTE OF AEFAlL FILLING STATIONS AND GARAGHKS, 1945
Jutroduction

This report is cne of u series reviewing average operating results
for 1945, and covers retail filling stations and garsges. In 1944 & similar
survey was carried out for & duul purpose; to provide an estimate of the
coutribution made to the national income by unincorporatea retuil stores,
and to provide reliable statistics on operating costs in retail trade. The
average results presented in this report were obtainea from stores whose
individual profits and expenses vary considerably. Therefore, if the re-
sults of an individual store do not coincide with the averages, it does not
follow that the store is being opereted inefficiently.

The tsbles, however, may assist the merchent in deciding where
economies muy be most effective and may indicate the need for additional ex-
penditures in other phases of business operation to meet changing conditions.
Repairs or replacements of fixed assets and equipment, not availeble during
wdar years, ney now become a necessity. The resuming of pre-war services such
&as deliveries and credit, may be necessary to keep up sales volume in face
of otherwise declining sales. With the possibility of more competition,
unstable prices &nd greater expense outlay. these basic operating ratios may
be of use in planning for changed conditions in the retail field.

The ultimate objective of business is to realize a net profit on
operations. This might be the first item of comparison an individual owner
makes with his own results. If his net profit is greater than tle average
shown for his particular business in this report, he nay gain further by
item-by-item comparison of his operating costs with those in the tables.

If his net profit is smaller than average, a careful check should be made on

his aifferent expense items, using the averages shown as & guide in deter-
mining which items recuire investigation. In this way improvement in gross
nargin or & lessening of expenses mey be accomplished to result in & greater
net profit.

The prospective new entrant may find much information useful in
plenning his inventory outlay, expected rate of stock turnover, ana verious
gxpenses such as saluries,; advertising, rentals and so on.

Definitions of the terms used in this report and the components of
the different expense items ure given on page k. lihen making comparison
with other results, allowance should be nade for any aifference in defini-
tions. when meking comparisons of present aay results with this report,
allowance shoule &lso be made f'or any economic changes which have vceurred
since 1945, Chain stores were not included in this survey.



Some of the significant features in the operation of retail filling
stations and garages in 1945 are noted below,

Filling Stations

l. Filling stations realized a wider gross margin in 1945 than in
1944, the respective ratios being 17.9 per cent and 16.5 per cent.
A higher ratio of expenses, especially salaries, offset the 1945
marginal advantage to result in a slightly smaller net profit
than was realized in 1944. AiAverage net profit of filling stations
in 1945 was 7.1 per cent as compared to 7.3 per cent in the
previous year. (See table 1).

&. Though gross margin ratios were irregular over the different
size ranges, net profit ratios aecreasea consistently as the
volume of business expanded. Reflecting an increase in ratio
of salary expense, total expenses were creater in the larger
filling stutions. (See table 3, page 7).

S, Filling stations operating in rented premises, obtained wider
gross margins than those operating from owned premises.
Total expenses in rented premises were greater, reflecting
rent expense and higher sulary cost. No counsistent differences
appeared in net profit ratios of owned and rented stations.
(See table 3, page 7).

Table 1, - Operating Results of Filling Stations
(With 1944 percentages for comparison)

-——= T SE =
1945 1944
(515 stations) (241 stations)
Item Average Fercentage Percentage
dollar of net of net
figures sales sasles
% o %
Average net 88l€S .cesceecvense 32,492 100.0 100.0
Gross trading profit «.cceveuee 5,832 17.9 16.5
Operating expenses:
Employees'! salarie8 ...c... 1,619 S5E0 3.7
Advertising c..cseccscccscna 60 0.z 0.2
Store supplies .eveosecaase o8 0.7
Bad,. ' drebit s o RERNE T Tl . 4C 0.1 5.6 5.3
Occupancy €Xpense€ «.eseeoso 1,187 TR E
All other expenses ........ 364 l.1
Total operating expenses .... 3,508 10.8 9.2
Net profits before deduction
of proprietors' salaries
and income t8X cscsescosocoe 2,024 7.1 7.3
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Garages

1. I 1945, guarages for the repair of motor vehicles and for sale
¢f parts, accessories, gasoline, 0il and grease operated on
a gross profit of 7.9 per cent as compared to the 1944 gross
margic of 26.7 per cent. A greater expense ratio in 1945
reduced this advantage to only slightly greater net profit -
1945, 9.3 per cent and 1944, 9.0 per cent. (See table &).

<. Although gross profit ratiosg were irregular over the different
size ranges, net profit ratios showed a consistent decresase
with expanding sales volume. A high ratio of salary expense
reflected the repair work which formed appreoximately 24 per
cent of net sales. While the ratio of salary expense increased
with sales volume, other expenses generally decreased in ratio
in the larger garages. (See table 4, page 9).

Table £. -~ Operating Results of Garsges
(With 1944 percentages for comparison)

e e
1945 1944
{240 garages) (165 garsages)
Item Average Percenteage Percentage
dollar of net of net
figures sales sales
$ % %
Average net s&lesS csecvcccscssce 34 ,5&5 100.0 100,0
Gross trading profit cecccosecs 9,644 87 A9 6.7
Operating expences:
Employees' salaries .eoscee 3,449 10,0 9.1
Advertising cecsececocecsocase 106 0.3 0.2
Store SuppPli€s seesessevces 355 1.0
Bad debtsS cecsesassonenccacs 91 0.2
OCCUPENCY E6XPENSE o s eesses 1,756 5.1 g 5.4
411 other expenses ...ceecs 6E0 2.0
Total operating expenses .... 6,437 18.6 oL g g
Net profits before deduction
of proprietors' ssalaries
and income t8X seeccescsnce oI 014 5.3 9.0




GENERAIL DISCUSSICN AND TABLES
Filling Stations

Filling stations are engaged principally in selling gusoline
and oil,; accessories; tires ana tubes, To remain in this classi=-
fication, repeirs should not form more than £5 per cent of net sales
and gasoline and oil must account for 75 per cent of total merchan-
dise sales, Usable reports were received from 515 filling stations.
when classified by size of business and occupancy basis there were
too few establieshments in rented premises with sules less than
$10,000 &nd iu both owned uard rerted groups with sales over §100,000
to allow publication of average results.

Trends by Size of Business (See table 4, page 7)

While gross profits were irregular in ratio to net ssles, a
proportion of experses expanding with sales volume resulted in de-
creasing net profit ratios. Because of business vclume, the smaller
net profit retios in the larger businesses actually represented
greater dollur velue net earnings. Other than ip salary expense
where an upward trend in ratio was evident, &nd in light, heat and
power where & ceclining ratio was shown, no sigrnificant chenge took
place in expernses over the different size ranges.

Stocks on hand at the end of the year were greater than
at the beginning in every size and occupency class shown. Witk one
exception, the rate of stock turnover increased with sales volume;
in rented premises from 17.3 times per yeasr to 32.C times; in owned
prenises from 14.95 times to <7.3 times.



Tuble S.--Fillipp Stations - Operating Results Classified Accordine to Amount of
annual Sales and Occupancy Basis, Canada, 1945

p==t====—==<= =
ANOUET OF ANNUAL SAIES
Item less than $1C,000- $£C,000- 55C,000~
$10,000 319,999 $49,999 $99.999
Owned hented Owned hented Owned Itented vined Rented
Numnber of stations reporting ..ccececsece 24 78 46 93 184 20 55
Avera@e nen SALES s o stern o ilc oo oo eloielols B 6,764 15,58& 16,184 30,237 Sk ,460 €e,8B3<¢ 65,271
Average inventory beginning of year ... § £56 839 719 1,260 877 1,747 Jugy BUGE
average inventory oiil Of YEHP coceecces $ 293 1,064 g19 1,419 1,104 2,103 Juhrales
nverage cost Gf £00ds 501d weseceescnns & 5,672 12,880 15,216 25,066 <€ ,643 52,553 51,637
Utock turnover (times per year) c.eceecess 20,7 | SANTFLE 15.5 PRES 18.9 26 .9 273 32 .0
Number of working proprietors ....ceecee- 24 E2 49 101 01 S 67
FROFIT AND 10SS DATA
(Items Expressed as Percentsges of Net Sules)

Gross trading profit «eccecceescesscacsas 16.1 17.7 18.3 97 314 07/ ) 16 .9 18.4
Operating expenses:

Employees' salaries and wages c.ocoeveeo 0.5 £e7 2.9 4.4 4.7 5.1 6.

LAOVIERISRSINE 546 ¥ ofsls (3] ol s OV 2| o) o oro Tk Bknitol e (0514 0.1 0.2 0.2 0.2 0.2 0.4

SHEORENSUEIISES,  ofoo oisfofs s eloftiolossiatohsrokthe oksisle 0.5 0.9 C.6 C.7 0.8 C.6 C.7

BadedehbiS et i & GO T R BBk AL Do (a) 0.2 C.1 (0], 0.1 0.2 0.1

[faadesh and " INSUranCel o he i b5 sialstesiaists, o 0.7 0.8 C.6 0.7 C.5 0.6 0.5

WEEG G000 8T 0 on0 0060, G0080 00 ol o bio o e e = TOC = 2.0 = 1.8 7 1.9

Light, heat and pOWer ses.ecescsccnacss 1.7 1.3 1oL 0.8 C.8 (€ (] 0.6

Repuirs and maintenance ceececcsccacees 0.5 0.7 0.3 0.7 0.3 0.7 0.3

DEPRECH OO Fe ol gierngens o sxepslobare o o eis «jowereionale 0.6 () 0.3 0.8 0.4 0.8 0.4

R "OtlHen CBPENSES" .o sverone erersis 41s) s o Whagekoss 15490 1ee 3 o W gepls 1751 e 2 150l
Total operating expenses ..... 0 0% o ole o o GBo 5.6 8.9 9.2 9.5 10.6 10.0 12.0
Met profits before decuction of proprie-

tors*' saleries and income tBX ....e0000 10.3 £.8 ol 7.6 7.3 6.4 6 4
Average net earnings ......scoecenecceo B 700 | SMALL 1,376 1,484 2,30C 2,876 5,974 4,023
|averare customers' accounts outstanidng $ 22 374 269 619 46€ 1,87C 1,488

(a) Less than C.05 per cent.
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daragse in this Hlassir.eatlon 2are thome winich ight be
termed "merchendising" as apart from "service'" garsges. If the
receipts from repairs or other services forned more than 50 per cent
of total sales, the business was not included in this classification.
The average garage included in this report showed receipts from
services as £3.7 per cent of total sales.

Usable reports were received from <40 such garages. When
clagsified by size of business and occupancy b&asis there were 100
few in the size class of over $l00,000 sales end in rented garages
with sales less than $10,000 to allow presentation of average
results. Comparable information for previous years other than
1944 is not availuble.

Trends by Size of Businesas (See table 4 e 9

Although grosgs profit ratios were irregular over the differ-
ent 8ize ranges, & ratio of total expenses increasing with sales
volume resulted in a diminishing net profit ratio. This smaller net
profit ratio in the lurger garages actuslly represented greater dollar
vealue net earnings because of the greater business volume., While
the retio of salery expense increased considerably with sales volume,
most of the other expense items showed minor declines in ratio.

Stocks on hund at the end of the ysar were greater in every
class shown than at the beginning. With one exception the rate of
stock turnover increased with expanding volume of business. In
owned premises the turnover ranged from 6.9 times per year to 10.3
times and in rented garages from 10,0 times to 15.3 times.



Table 4.--Garages = Uperating kesults Classitied Lccording to smount of

Annuel Sules and Occupsency Basis, Cunada, 1945

e - ——

Lo AMOUNT CF ANNUAL SALES
Item Less than $1G,0C0~ $20,000- $50,000-
$10,000 $19,999 $49,999 $99,999
Owned Rented Cwned Rented owned Rented owned Rented
Numrber of garages reporting ...cveescecss 5/ 44 30 62 63 16 el
Average et Sales ... ieiveeneccass 50600600 7 5 dlNAS WS Sitie 15,464 31,704 35,540 61,636 66,787
nverage inventory beginning of year ... $ 6E3 1,242 1,C06 PN I 1;472 SR80S 4,097
Average inventory enda of year ......... = 763 1,370 1,229 £,5C2 1,733 4,887 4,039
lhiverage cost of £00ds 801d eseevcennase . $ 4,964 11,124 11,168 2&,853 24,556 44,930 47,717
Stock turnover (times per year) ..ecee.s. 6.9 | SANFLE 8.5 10,0 9,9 15 o 10.3 15.4
Number of working proprietors cceeeececes 30 47 3 €8 81 &4 31
PROFIT AND LOSS DATA
(Items Expressed as Fercentages of Net Sales)

Gress tRadig PRrOBIL © ok deeiease s et o 30 .8 27.8 27.8 27 .9 £6 .8 27.1 28.6
Operating expenses:

Enployees® saluries and WEBEES cevvses.s 3.6 7.0 6.3 9.8 9.6 11.4 1.1

AOVIERLASHME o % oialsia afeislare o o o ofeta,sraate « cle ool b (004 @il OLle (O 0.3 0.4 0.4

TEORE SNPIIMIBE] (oretolsfabere sie olatagesster® o o srote ohals 143 1.0 l.2 1.5 1.0 0.8 0.8

BEAMEIEDILE 'Sl o viorels =falokshossksns snskanshenonshors snasalins 0.2 O 0.9 (0) 53 0.2 0.5 0.3

Taxes and 1NSUYGNCE .eeesscsactssonesse 1N W7 L3 0.8 1.3 C.8 l.2 1.0

RETHE rore ovoress 50CC00000CA00C 0060000000 = T00 = 2.4 - 1.9 = 1.6

Light;, heat 8nd pOWETr ..ceovensocsncasn ) 1.6 15 1.2 g 1.0 1.0

Repairs and naiutenance ....veceseosees 1.4 pUc C.8 l.1 .5 0.7 0.6

DepreCiation 0Cecvoeeoreconseeeonsosoesoe £.0 1.7 l.1 1.4 0.7 l.4 C.7

AL) TotHEr EXPENSES (oes o ¢ ooreleid 31§ slolels s sisra 2.1 19 1.8 2.0 1.7 toE. 2 1.5
Total operating €XpPENSEES ceeesssccsscsans 15.0 15,8 16.6 18,6 17.9 LI 20.0
INet profits before deduction of proprie-

tors' salaries and income t&8X e.eveoce. 11538 11.8 11 .8 9.5 8.9 7.4 B,
Average net eurnings ...cceeeeecceneans $ 1,134 SMATY 1,817 1,7%4 2,958 £,979 4,578 5,745
liverage customers' accounts outstandine & 234 438 546 1.644 1,591 4,244 4,905
Receipts from repairs (% of net sales) .. 24,0 £5.% 23,7 2515 £l.6 23.8 23 .7
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