HONEST WEIGHT FOOD CO-OP ANNUAL MEETING  APRIL 10, 2011  MINUTES 




Honest Weight Food Co-op

Annual Meeting MINUTES*

April 10, 2011

First Unitarian Universalist Society, Albany

I.   Call to Order and Announcements: Board President Lynne Lekakis called the meeting to order at 6:04 pm. She introduced HWFC member Sandy Schuman as the facilitator for the meeting.  Sandy reviewed the guidelines for the meeting, which were posted in the room. Because a quorum had not yet been reached, a member suggested that the order of the meeting be changed so that the non-voting item was first, in the hopes that a quorum would be reached by the time the voting items were addressed.  All present agreed with this. 

Note 1: A quorum (105 members) was reached shortly after the start of the meeting. According to the records, provided to the minutes-transcriber by Nate Horwitz, 140 shareholders attended the meeting; Nate did not provide the number of members (voters) who attended. 

Note 2: The minutes below follow the order of the meeting, rather than the published agenda order. 

II. Discount trends discussion  -- 

A. Board members Kyle Lawrence (also HWFC Treasurer) and Lexa Juhre presented a PowerPoint about the discount issue.  (Post –meeting follow up note: A copy of the PowerPoint has been posted on a password protected section of the HWFC website, following request of members at the meeting.)  Among the points that Kyle and Lexa made were:

1. Member discounts have been rising as a percentage of sales since fall 2010.  If the trend continues, member discounts could be $80,000 - $100,000 above what was budgeted for in 2011 (in the budget approved by members in January.)

2. The cause of this is not really known.  It could be a factor of the recession, with more members shopping at the store and more members choosing to be weekly workers.

3. The issue is that this is an expense that is rising more than expected.  As with any expense, HWFC needs to try to control it.  There is not, however, a way to predict exactly what the $$ amounts of member discounts will be so as to accurately control them.

4. The rising costs of the discount are cutting into the very slim profit margin.  Usually a grocery store or co-op wants a margin of about 2%.  We need that margin to invest in the new store.

5. Members and shareholders have asked questions about this in smaller meetings.  Some of these (as presented by Kyle and Lexa – with their answers) are: 

a. Why is the discount framed as a percentage of sales instead of as percentage of profitability?  Because one cannot know the profitability until one knows the cost of the discount, because the cost of the discount is an expense.

b. Why does higher member discount cost endanger our borrowing position?  Because any trend that eats into profit is seen by a lender as a risk.

c. There were comments on the fact that the issue is related to (caused by) the new store and to expansion.  Even without a new store, costs will be going up, as HWFC has had a great deal on rent, which will be changing.

d. Is member labor replacing employees?  Over the last 6 years, member labor has been about 40% of the hours of labor, so this is probably not a factor. The management team thinks HWFC could cut back on some member hours without a corresponding increase in employee schedules.  

6. Member labor at a glance – over 1,000 member workers.  They work in most aspects of HWFC operations and contribute 80,000 hours/year, the equivalent of about 45 full-time employees.

7. The cost of the discount/hour is growing faster than inflation:  2010 -- $8.59/hr, 4th quarter 2010 -- $9.42/hr; growing higher in 2011.  For comparison, in 2009 -- $7.84/hr.

8. Employee labor is costlier – the starting wage is higher and benefits are added.  But there are some jobs that are not suitable for member labor.

9. Outreach/member services are about 500 – 700 hours per month. 

10. The issue can be seen as needing to balance the amount of the member discount issue with the desire to have people be involved with HWFC, to be part of the decision-making for success. 

11. Management is working to increase non-member sales (the re-set, checking price “image”, advertising, “market basket” – introducing new lower cost items). 

12. Thanked members who’ve discussed this issue, sent questions and suggestions, and come to meetings.

13. Next steps:  The Board has promised management team that they will make a decision in the first half of 2011. Based on the results of the straw poll taken at this meeting, the Board will put out a proposal, have public conversations with members before the vote, then bring the proposal to a vote at a membership meeting.

14. Kyle and Lexa opened the floor to questions and discussion: 

Q: What is causing the rise in the member discount – are people buying more, are family growing? Are people not claiming the right number of adults in their households?

A:  Still working on understanding that.

Q: Is there an analysis of the average discount/member?

A: Yes, but we only have data since 2009, so not enough for a real history.

Q: What is meant by the “floating discount” on the straw ballot?

A: HWFC would set a goal for what percent of sales member labor would be.  This would be reviewed quarterly and adjusted.  Board and Management Team are not sure this will work.

Q: Is it possible to poll membership to see how they would react to a change in discount?

A: (Not recorded.)

Q: Would it be better to increase the number of employees?

A:  Not sure.

Q: How much would we need to adjust the discount today to be at the budgeted amount?

A: Reduce by about 10%, so 10% to 9%, 26% to 23%.

(Not in specific response to a question): Biggest shift is from monthly workers to weekly workers, although there is also some reduction in non-member sales, from 60% to 54%.  Lexa speculated that this may be because of the challenges of shopping at HWFC now may be dissuading some who are not committed to the store from shopping. 

15. Kyle and Lexa asked members to complete their straw polls and submit them, or to submit them (or other comments or ideas) by April 23.

III. Board elections. There were five candidates for four open positions on the Board.  Earlier, Lynne had called for nominations from the floor; there were none. 

A. Sandy asked the candidates to come up and introduce themselves: 

1. Jessica Allen Hayeck – elected to Board last April, chose a one-year slot to see how it could fit with her life; now ready for a 3-year commitment.

2. Julie Herrell – Coop member for 17 years, now writes Gardener’s Diary for Coop Scoop, believes HWFC has grown due to member labor, community involvement, suggests that Board take a reduction in their discount.

3. Lexa Juhre – was part of Collective Management Team for a number of years, left when elected to Board last year, but brings management perspective to the Board.  Spoke about the fiduciary responsibility of being on the Board.

4. Rob Sweeney—cashier at HWFC.  Fan for board last year, has participated in discussions of member labor costs; does all shopping at HWFC.

5. Roman Kuchera – worked on Facilities Committee, now works in grocery, tries to be honest.

B. Karen Roth, Board Member who worked on the Nominating Committee, thanked the group for running.

C. Sandy took questions from the floor for the candidates.  (Note – he took a group of 3 questions and had candidates answer 3 questions.  I have separated them here.)

Q: (from a retiring Board member) Concerned that the new Board continue to move forward with the new building – wants to know if all candidates are committed to the new building. 

Julie – Not committed without having all the facts.

Lexa – Yes.

Rob – when working as a cashier is asked about it, he says he doesn’t know.  He likes the store as is, but parking is a problem and offices are too small.  Believes improvement is needed, would like to learn more. 

Roman – Yes, has been on Facilities Committee, committed to the new store, need to make sure the numbers work right.

Jessica – Fully support the new store.  When worked in Outreach, people in the community often said they tried to come to HWFC, but found obstacles, challenges.

Q: HWFC needs an effective way for members to communicate with one another. New website is in development.  Will it have member communication?

Julie – Have a forum on the website where people can have web access.  Suggests having a laptop connected to the forum at HWFC.

Lexa – No answer recorded.

Rob – Attends meetings, would encourage members to do this too, but web would be a viable way to communicate. 

Roman – More communication is needed, web development could help.

Jessica – Communication is always challenging, should take advantage of forum on website.

Q: Need to construct a board that fits the skill set of what needed.  What skills do you bring?

Julie – This would be her fourth Board stint – HWFC, town School Board, other non-profits.

Lexa – Attention to detail, concerned about managing (new store) project, ensuring project goes forward and meets member needs.  Challenge – how much to put into development of existing location?

Rob – Capable of working with people in a team, capable of leading people. 

Roman – Work is as a commercial real estate appraiser.

Jessica – Bring all have learned in this year.

Q: Has anyone been convicted of a crime? (Note – a member spoke against this question, to applause from those assembled.)

Rob – No. 

Roman – No. 

Julie – Won’t answer, agrees with the member who spoke against the question.

Jessica – No answer recorded.

Lexa – Talked briefly about a civil disobedience arrest (anti-Iraq war, 2003) but also agreed with member who spoke against the question.

Q: For new members – financial experience on prior boards or in employment?

Rob – Has never been running an organization or business with millions of dollars. 

Roman – As real estate appraiser, spend a lot of time dealing with numbers. 

Julie – Worked for Fleet Bank in tax processing.

Jessica – Experience in finance is limited.

Lexa – Business experience through work at HWFC also at Kinko’s, a very different model.

D. There being no more questions, members completed and submitted their ballots.  The results were announced later in the meeting.  Jessica, Rob, Roman, and Lexa were elected.  The vote count was:

Lexa: 105

Jessica: 95

Rob: 87

Roman: 86

Julie: 61

IV. Discussion and vote on continuing to establish the Honest weight Community Initiative, Inc, a non-profit organization with HWFC, Inc. as its sole member.  

A. Board member Bill Fry introduced the topic, summarizing information provided on a sheet handed out at the meeting (and quoted here; the document is also available – password protected – on the HWFC website): 

The Board of Directors, last year, contracted with The New York Council of Nonprofits, Inc (NYCON) to create, for us, a subsidiary not-for-profit corporation.  While we understand that there was some discussion with the membership about their intention to do so, we do not believe that formal authorization was ever sought. Two years ago it was apparently the position of the Board of Directors that they had the authority to create this subsidiary corporation without formal approval of the membership.  In any event, we have found no evidence that a formal vote of the membership was ever taken on this issue.  We come to you this evening, therefore, to ask you to ratify that decision.

Bill said that on December 13, 2010 a certificate of incorporation for the non-profit was issued by the New York State Secretary of State.  He said that the new corporation would have a separate Board that would be appointed by the HWFC Board and that HWFC would be the sole stock holder of the non-profit, which would not be a membership organization.

Bill summarized the rationale for creation of the non-profit, focusing on how it could help save HWFC operational costs. He also listed some arguments against the non-profit. 

He said that the Board does not want to continue work on the non-profit (developing by-laws and filing with the IRS) until the membership has approved the non-profit concept.

B. Sandy then opened the floor for questions; unless otherwise noted, Bill responded.  There were many: 

Q: What is the general opinion of the Board on this?

A: Bill didn’t know the Board’s opinion, but he thought the non-profit was a good idea.

Q: Is there a mission statement?

A: No, not yet.

Q: Re: Fundraising for HWFC – could the non-profit do fundraising for the new building?

A: No.

Q: When the non-profit bylaws are re-written, will they be brought to the membership?

A: (Notes record that there were “Mixed answers,” but not what these were.

Q: How many people will be on the new Board, how will they be elected?

A: The Board will have 5 people; the HWFC Board will appoint them and at least 1 HWFC Board member will serve on the non-profit Board.

Comment:  On the “negatives” (on the document given out) – there are a lot of “mays” and “ifs”; there is nothing clear.

Ned Depew, Board member, said it was important to realize that this vote is just to give the Board the OK to move forward with the general idea of HWFC forming a non-profit (501(c)3).

Nate Horvitz, HWFC Member Coordinator, said he has spoken to people at other 

co-ops that have set up non-profits and that he has mixed feelings.  He loves the idea that HWFC could fund programs without having to pay taxes on/for them.  But he is worried about keeping control of the 501(c)3), about it becoming a group opposed to the goals of HWFC.

(?Bill? notes not clear) – HWFC would be the sole member of the non-profit.  The members of the non-profit Board would serve at the will of the members of the HWFC Board.

Q: Would this require additional personnel? What are the budgetary implications?  Need to see goals and objectives – request more information.

A: Brought this for a vote because the Board has not spent the time to answer all of these questions and didn’t want to do more work if members didn’t want to go forward.  Said the Board will bring all to the members as they flesh things out.

Q: Would be excited to see all answers to these questions, would like to get more information before voting “full speed ahead”.

Comment: Gives a lot of responsibility to the Board; we need to give trust to the Board.

Comment:  The ballot talks about execution (implementing the non-profit) rather than planning.  The sense of the room is that there would be support for planning the HWFC.

Sandy suggested, based on the discussion above, that the ballot be modified to read: “Should we proceed with establishing the Honest Weight Community Initiative, Inc, a nonprofit organization, with HWFC, Inc. as its sole member and gain HWFC, Inc. membership approval of its proposed bylaws before authorizing it to move forward.”

The Governance Review Council said this change could be made during the meeting.  Members at the meeting objected, however, saying that many people had already cast their ballots with the original wording and left.

The text of the ballot was not changed.

Sandy asked for a sense of the meeting vote by show of hands– should the Board proceed with this? 

Of approximately 50 people remaining at the meeting, all but 2 voted yes. 

A member spoke in favor of the resolution and urged others to trust the Board.

C. As it was already past the time when the meeting was to end, Sandy asked that discussion end and that people submit their ballots.

D. Follow-up (via email blast to all HWFC shareholders by Lynne Lekakis on behalf of the Board and posted on the HWFC website):  the proposal passed, 70 yes to 32 no. 

V. Other discussion (as required by HWFC Bylaws; recorded here in the order things were said)

A. A member continued the discussion on the non-profit – saying that it is a lot of work, and that there are 2 levels of involvement – private gifts, which require some staffing, but much less than grants and grants, which are bigger and more complex.
B. (Not recorded who said this) Governance Review Committee (GRC) has proposed a Bylaws change – wanting to create a second class of member, in which staff members are prohibited from serving on the Board. Now any member can serve on the Board and the Board has a Code of Ethics that states that people should recuse themselves in a conflict-of-interest situation.  The GRC seems to think this is not enough.

C. In response to the comment above, some one asked how many Board members are now not staff people?  The answer was 2.

D. A member asked what money donated to a non-profit could be used for. HWFC Finance Manager Duke Bouchard said, for example – the non-profit could pay rent to HWFC, to reduce costs; some of the educational programs of HWFC could be funded by the non-profit.

E. A member spoke in support of the non-profit, saying it would be good even if all we did were send donations on to other non-profits.

F. A member asked how to start a referendum, saying she was concerned that GMO food is being labeled “natural” and is being sold at HWFC.  Lexa said she will send the documents for this to the member and noted that they are available also on the website. She also invited the member to work on the Food Policy manual.  

G. A member of the Food and Nutrition Education Committee said the committee is looking for topics that members would like to see in the Coop Scoop.
VI. The meeting was adjourned at about 8:25 pm.

Respectfully submitted,

Deborah Trupin
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