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MINUTES HONEST WEIGHT FOOD CO-OP

MEMBERSHIP (BUDGET) MEETING – JANUARY 24, 2010

Honest Weight Food Co-op (HWFC) Board President John Godfrey called the meeting to order just after 6:00 and announced that the required quorum of 100 members had been met. (Eventually the meeting grew to 163 or 164 members and about 12 non-voters, as reported by Nate Horwitz to the minutes-taker.) John introduced the agenda, which consisted of: presentation, discussion/question-and-answers, and voting on the 2010 HWFC operating budget; presentation, discussion/question-and-answers, and voting on the Development of Watervliet Avenues budget; open discussion, as required by the HWFC Bylaws.

I.   Prelude to the formal agenda

A. John announced that as of April, HWFC needs four Board members.  He asked members who were interested in serving on the Board to contact him.  He also suggested that members who thought they might want to serve on the Board join a committee as a way to get more familiar with the workings of HWFC and the Board.  He pointed out Kyle Lawrence, now HWFC Treasurer, noting that Kyle had begun as a member of the Finance Committee.

B. John pointed out and reviewed the rules of conduct for the meeting, which were posted at either side of the room. (Minute taker’s note: These were not recorded for the minutes.)  

C. John explained how the annual operating budget for HWFC is developed.  The process begins in November with the Collective Management Team (CMT) and staff in the various HWFC discussing what they predict the year will bring in terms of income and expenses. These projections are reviewed with the Finance Manager and revised if necessary.  The budget is then presented to the Board for approval.  Once the Board has approved the budget, it is sent to members, with a budget narrative and the announcement of the membership meeting to review and approve the budget.

II. Presentation, discussion/question-and-answers, and voting on the 2010 HWFC operating budget

A. John introduced Kyle Lawrence, HWFC Treasurer and Duke Bouchard, HWFC Finance Manager, who presented the budget. He thanked them for their work on the budget and noted that the 2009 budget, which they had also prepared, had proven to be right on target.

B. Kyle thanked all who had participated in drawing up the budget.  He reminded members that a line-by-line budget had been mailed or emailed to all with the meeting announcement.  (Note:  The budget, budget narrative, and meeting announcement are appended to these minutes.) He said that he wanted the discussion in the meeting to focus on the large categories in the budget, so he would present the budget that way, rather than line-by-line.

C. Kyle outlined the budget as follows:

1. 2010 sales projections are estimated at about $13.92 million, an increase of about 10% over 2009. Kyle said that 2009 sales were 17.7% over 2008, which he said was “amazing in these economic times.”  He said he thinks that these figures reflect the community we have built.

2. Kyle presented a pie chart showing percentages for the various cost categories in the 2010 budget: 

· cost of goods sold ≈ 60%;

· operating expenses ≈ 35%

· other income/expenses (i.e. cost of holding Watervliet Avenue for the year) ≈ 1%

· income taxes ≈ 1.5%

· net income (to fund going forward and reinvest in the new store) ≈ 3%

3. He then presented a pie chart detailing the operating expenses.  (Note – all the details of this were not recorded, but the main categories were  -- Personnel costs ≈ 70%, Occupancy costs (rent, parking, depreciation, utilities) ≈ 10 %; operating (store supplies, bank charges for credit cards, etc.); Administration; Marketing and Outreach

(a) Next Kyle presented a pie chart detailing the personnel expenses. He noted that personnel expenses should grow at about the same rate as sales and that this is so in this budget. Overall personnel expenses are projected to increase about 10.1 – 10.4% over 2009, although payroll tax and insurance will increase by 12%.

(b) Kyle noted that HWFC’s occupancy expenses of $465,000 increased only 1/1%, because we operate “very cheaply within the Central Avenue building.”  The increase in rent and parking is partly due to the new parking area we have rented – behind the National Supply building.  This category also includes utilities, which are very hard to judge in advance.  Kyle noted that repairs and maintenance in the Central Avenue building were declining as we prepare to move to the new building. 

(c) Operating expenses -- $297,000, an increase of about 8.1%.  Kyle noted ways in which HWFC is working to keep these expenses low – negotiated a lower rate for bank/credit card fees with the new POS system. (Kyle put in a plea for members to use cash when possible/feasible, as a way of saving money for the co-op.)  He noted that store supplies show an increase of 25%, but that this is because they are being accounted for differently; the real increase is about 10%.

(d) Administrative expenses -- $93,000, an increase of 27.6% over 2009 spending, but an increase of only 2.3% over what was budgeted in 2009. 

(e) Marketing, education, outreach -- $456,000, a decrease of about 1.1%.  This is mostly through a proposed decrease in use of store coupons.  Kyle referred members to the budget narrative for more information about how education and outreach funds are spent.  He noted that these funds are used successfully as they bring in new members – HWFC had more new members in 2009 than in any other year. 

(f) He listed the other operating expenses:  governance, 2% shareholder discounts, newsletter. 

D. Kyle then opened the floor for questions, which he and Duke answered, unless otherwise noted:

Q: On store coupons – how did you get the figure that coupons have increased sales by $1.1 million?

A: Coupons offered ≈ off.  They do the math based on the amount of coupons turned in.  This year there will be a smaller % off on coupons, as they felt the amount was too high and might deter people from joining.  The plus of coupons is that they are marked so that co-op can tell where people are coming from.

Q: Advertising budget – in 2009 – a $60,000 budget, but projected actual of $82,000.  This is a big difference.  What determines if allowed to do this or should do it?  

A: This looks like a big amount in $$, but it is not a big amount in %.  Advertising increases sales and the Board and CMT had decided to increase advertising due to the economic climate.  The Board has the authority to spend up to 1% of the operating budget.  This was well within that.

Q: On adjustment for inflation?

A: Inflation is not figured in the budget because estimates are based on volume. He does think it will be a push to make the sales estimate this year.

Q: Where are member coupons in the budget?

A: This year and last (2009) these were not a part of the budget.  There were also no staff    bonuses.  These decisions were made as part of the fundraising for the new store. 

Q: Scoop costs --  Most done as member labor, so where are costs?

A: Design and printing costs.  Scoop is longer and more will be printed as part of outreach.  But note that advertising offsets about half of the cost. 

Q. Licenses?

A:  Operations and Administrative Manager Cindee Lolik replied. There are a number of licenses that HWFC is required to have by law.  These include: food processing license, sales tax license (new NYS yearly requirement), scales are tested and licensed, bedding and live plants license.

Q: Correlation between advertising budget and increased membership?

A:  Can’t correlate that.  But an aside from Duke (?) – “I can’t emphasize enough the importance of education in the member drive.”  Local, local, local makes sense to people and motivates them to join.

Q: Are costs that we will incur for Watervliet property in the Watervliet Ave expense line? 

A:  No.  Design and development costs are on the Development of Watervliet Avenue budget.  The Operating budget includes only principle, interest and insurance on that property. Last year’s budget for Watervliet Avenue development expenses was $250,000.  $225,000 was spent for design, construction manager, etc.

Q: Governance expense category – costs are lower for Nutrition and Education Committee – why? Where are these costs now?

A:  Many of these costs are now under the outreach budget, with work begin done by staff.  Also we are becoming more efficient and trying to make sure things are not being duplicated.  We are also setting up the 501(c)3 to handle much of the education expenses.  The amount proposed for a committee is determined during the Board’s work on developing the budget – each committee sets its plans and budget for the year.

Q:  Re: the 501(c)3 – is there a salary attached to that and how does that affect this budget process? 

A: It does not affect the budget process. We are still discovering how the 501(c)3 will work.  The ideas is to spin-off education and outreach eventually into the 501(c)3 because we will then be able to apply for grants and accept tax-deductible donations.

E. At this point, members agreed they had asked all necessary questions and voted by paper ballots.

F. Later in the meeting, it was announced that the Operating Budget passed, 157 Yes to 2 No.
III. Presentation, discussion/question-and-answers, and voting on the Development of Watervliet Avenue budget

A. Kyle presented this budget.  He noted that this is a budget, a proposal, and not necessarily what we will spend. He also said that these are necessary costs to move forward with the new building and that we need to have these funds approved before we can develop the total design budget for member approval.

B. In 2009 the Capital Expense budget (for Watervliet Avenue development) was $250,000, but the actual spent was $214,777. This included (rounded figures): $90,000, architect fees; $50,000, construction manager; $40,000, LEED green program; $40,000 other pre-construction costs, including store design consulting, market analysis, financial consulting.  HWFC is working with the National Co-operative Grocers’ Association for these parts of the project, to learn best practices for co-ops and to assure that the project will be a success.

C. For 2010 – Kyle noted that we had hoped to be farther along, but we still don’t have the funds.  We have not received the tax credit financing we have been hoping for. He said that this might still come through, as it has for other co-ops, but that in this economic climate it is challenging.

D. The Facilities Committee is looking for a new design team to reduce the costs of the project and redesign to a less expensive building.  Without the tax credit financing, we need to reduce proposed costs of the project from $7 million to $5 million.  The Development of Watervliet Avenue budget for 2010 is $400,000.  Kyle emphasized again that this may or may not need to be spent.  He said the Board and Facilities Committee will do due diligence to be sure that all $$ are well spent. The budget includes (rounded numbers) $300,000 in architects’ fees to get that design. There will also be about $50,000 in additional consulting fees to help with design and $45,000 for an owner’s representative, some one who oversees the members of the design team –a watchdog to keep costs down and keep the project moving on time. About $10,000 in legal fees.

E. Kyle made a pitch for the member loan program.  Over $700,000 has been raised so far.  There is a member who has pledged to loan an additional $100,000 if we get to $900,000 in member loans.

F. The Facilities Committee is also looking outside of the co-op for other sources to raise funds.

G. Kyle and Duke then opened the floor to questions. (Answers are from them unless otherwise noted.)

Q: What is the New Market Tax Credit?

A: (Minute taker’s note: My notes on this are not coherent, I hope this is sufficient). Coastal Enterprises in Maine gets allocated tax credits for financing – helped River Valley Co-op. Helps to finance 90 – 95% of project, rather than 75% in normal financing.  We were advised it was a great way to go.  Don’t pay debt service on it.  But it became complicated because we first need a primary loan for 75 – 80% of the building cost. We need some one (lender, financial institution) who believes in the project, because the bank cannot get $$ back if HWFC is not successful.  But in this economic climate, no bank has yet agreed.

Q: When are we going to give up on it (NMTC)?

A: Probably this spring.

Q:  $90,000 to design a $7,000,000 building, but up to $300,000 to design a $5,000,000 building??

A:  Because the architects’ fees in total for the design were close to $400,000 (2007 – 09), we have already spent most of the architects’ fees for the first design.

Q: Having spent $400,000 – why is redesign almost equal to the first design? 

A: The $300,000 is budgeted in case we need a complete redesign.  But we are hoping to be able to do a partial redesign, to work with what we have.

Q:  Would it make sense to establish if we do need redesign before asking for the money for it?  (Questioner has worked on these sorts of projects before and generally redesign is not so costly.  Why not establish parameters first?

A: It may be a different architect, which would entail new drawings, etc.  We are budgeting conservatively.  There was a significant portion of the 2009 budget that was not spent.  We have to vote now because the Bylaws require a vote on the budget in January.

Q: What can’t we take the point-of-view that we are not starting from the bottom up?  Take the existing design and scale it back? Why think about a different architect:  How much is lost if we scale back?

A:  Cindee Lolik replied: 3T Architects designed a lovely building, with all that we wanted.  When it became clear that we might not get the NMTC, we went back and asked them to reduce costs/design.  Nothing has been forthcoming.  They do not seem to want to change the design.  We are pursuing 3T but also putting out an RFQ for design-build firms, to architects in the area.  We are having the construction manager work with consultants to see if the current design can be scaled back. 

Q: A member read a statement saying he still disagrees with moving to Watervliet Avenue, with the whole proposal.  He wants HWFC to buy the building we are currently in and the building next door. He suggested that HWFC sell Watervliet site, renting it out until it is sold.

Q: Do we own the plans from 3T? Can some one else step in and use these plans?

A: Part we own and part the lawyers have to decide.  So we don’t know yet. 

Q: Comment:  A member said he appreciates all the work put into this, but it is hard to discuss and vote on this without having all in writing in front of us ahead of time.  Would like to have that for the next time we have this sort of discussion.

A: John Godfrey responded to the previous question (about ownership of plans). The worst-case scenario is that we need to commission a new design, but we are looking at 3 tracks.  John says we won’t spend $300,000 on a new architect while he is on the Board.  We do own the floor plan, but it is standard that the architects retain the design.  We have the rights to build it once.

(Minute taker’s note: This part is unclear who was speaking and which were questions/ answers/comments)

 Owner’s Rep is a consultant.  That person’s job is to challenge every part of the project.

(Member) The Construction Manager is to facilitate the project.

We don’t have anyone on the Facilities Committee who has the experience to act as the Owner’s Rep.

Q: What is the projected LEED certification?

A: Gold.  We would have loved to do platinum, but it is too expensive.

Q: $7.4 million cost – what is this based on?

A: The range was $6.8 – 7.4 million was the construction cost estimate for the architect’s design that we voted on.  All the professionals working on the project contributed to this estimated cost. 

Q: We have a chart of numbers, but no timeline, not enough information to make decisions.

A: We are voting on the capital expenditures for a plan B for a new building.  This is the Board’s projection for this.  We have budgeted conservatively and hope to spend less.  The time frame is very short – equivalent to when we can get the financing.  If money were not an issue the timeline would be design now, build in summer, open next summer. 

Comment:  Howard Brent – reviewed the history of trying to buy 484 Central Avenue, noted that the National Supply Building (next door) has issues, spoke in favor of the Watervliet Avenue location, noted that the lease on 484 expires in 2011 and that we will be looking at a rent increase, noted that it is a tough time to do this.  Urged people to do loans, that anyone with construction experience joint the Facilities Committee, and to vote for the proposed budget.

Comment: Shifting financial environment.  The budget for the project began before the economic crunch.  The shift in budget is radical.  We need to give ourselves some latitude to get moved over. Can reuse parts of the design, but have to revisit a lot. The committee needs to bring back more information to members on what they are doing to make the shift.

Q: It seems that plan A is in danger of being scrapped.  How foolproof is plan B? 

A: If we get NMTC, then plan A is a go.  Plan B ($5 million project) we can afford based on what we have now. 

Q: Concerns about loans being solicited from members.  Why is $100,000 proposed, “match loan” so special?

A: It is not, but it is a motivator.  Member loans have had lower interest rates than what we would pay on a bank loan.  They also show that the members support the project.

Q:  On Plan A – SEFCU should be with us.  Is there any way that SEFCU members (who are also HWFC members) could help convince them?

A: The problem is that they have never done a NMTC.  But will go back to try again.

Q: On plan B – do we have some commitment?

A: We have a verbal primary (75%) from SEFCU, sub-ordinate funding from Co-op Fund of New England and from Capital District Community Loan Fund and from National Co-op Bank.  These commitments are at competitive rates.

Comment from John Godfrey – to clarify that we are voting to do a redesign of plan B if we need Plan B.

Comment:  Have a problem listening to assembled members trying to lay blame.  Spoke in favor of those leading the project.  (Big applause from members) And, if blame anyone, “Look in the mirror.” Surprised by the fact that there have been fewer than 150 member loans.  We need more and/or for every member to buy a $100 building block.  He will commit and urges others to do the same.

Q: On financing – Have you talked to the bank about keeping the money within the community?

A: Duke – will try to do that.

Q: Consequences of this budget being defeated?

A: Board can spend up to $30,000.  If need more than that, would have to come to a vote again. Meetings cost about $5,000.  Duke also apologized for not putting more info in the mailing and said that adding another page would have required more postage. 

Q: If we approve the budget, who decides that we move from Plan A to Plan B?

A: John Godfrey responded – this is a Board decision, because it is a fiscal decision.  If the NMTC comes through within a month the Board/Facilities Committee will produced a budget for Plan A and bring it to members to vote on.

H. At this point members decided that it was time to vote and submitted their ballots.

I. At the end of the meeting, it was announced that the Development of Watervliet Avenue budget passed, 117 YES to 37 NO.
IV. Open discussion – Questions and comments in the open discussion period continued the discussion about the new building and the budget.

Q: Would like to see the balance sheet, doesn’t have a bigger picture.

A: Duke responded that it is in the Annual Report. 

Comment: We are anxious to raise this money, but we have to be careful about how we talk about this.  For some, $100. is “nothing” for others it is a large amount.  Don’t make assumptions.  We need to do a better job of explaining this to people.  Would like to work with the Board to explain this.  (Minute taker’s note: Sorry, I didn’t record the member’s name!) 

V. The meeting was adjourned at 8:15 pm.

Respectfully submitted,

Deborah Trupin

APPENDIX: BUDGET, BUDGET NARRATIVE, and MEETING ANNOUNCEMENT SENT TO ALL MEMBERS
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	2009 Budget
	% of sales
	2009 Actuals
	% of Sales
	 2010 Budget 
	% of Sales
	% Change
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating Revenue
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Sales
	 $12,399,854 
	100%
	 $12,607,836 
	100.00%
	 $13,917,852 
	100.00%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of Goods
	 $7,431,727 
	59.93%
	 $7,552,440 
	59.90%
	 $8,326,937 
	59.83%
	10.25%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Gross Profit
	 $4,968,127 
	40.07%
	 $5,055,396 
	40.10%
	 $5,590,915 
	40.17%
	10.59%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Personnel Expense
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Salaries & Wages
	 $1,848,014 
	14.90%
	 $1,873,700 
	14.86%
	 $2,063,312 
	14.82%
	10.12%
	
	
	
	
	
	
	
	
	
	
	
	
	

	IRA Contributions
	 $31,416 
	0.25%
	 $34,486 
	0.27%
	 $35,076 
	0.25%
	1.71%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Taxes
	 $158,090 
	1.27%
	 $160,800 
	1.28%
	 $179,414 
	1.29%
	11.58%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Health Insurance
	 $366,000 
	2.95%
	 $310,000 
	2.46%
	 $349,500 
	2.51%
	12.74%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Dental Insurance
	 $33,600 
	0.27%
	 $33,500 
	0.27%
	 $36,600 
	0.26%
	9.25%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Worker's Compensation Ins.
	 $34,140 
	0.28%
	 $29,914 
	0.24%
	 $28,600 
	0.21%
	-4.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Disability Insurance
	 $2,776 
	0.02%
	 $3,205 
	0.03%
	 $4,745 
	0.03%
	48.06%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Employee Assistance Program
	 $1,900 
	0.02%
	 $1,854 
	0.01%
	 $2,040 
	0.01%
	10.03%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Staff Appreciation
	 $5,050 
	0.04%
	 $4,750 
	0.04%
	 $5,050 
	0.04%
	6.32%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Staff Development
	 $9,500 
	0.08%
	 $6,375 
	0.05%
	 $9,500 
	0.07%
	49.02%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Staff Travel Expense
	 $11,200 
	0.09%
	 $8,300 
	0.07%
	 $11,200 
	0.08%
	34.94%
	
	
	
	
	
	
	
	
	
	
	
	
	

	26% Staff Discount
	 $123,999 
	1.00%
	 $113,471 
	0.90%
	 $125,261 
	0.90%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	10% Working Member Discount
	 $61,999 
	0.50%
	 $56,735 
	0.45%
	 $62,630 
	0.45%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	26% Working Member Discount
	 $570,393 
	4.60%
	 $586,264 
	4.65%
	 $647,180 
	4.65%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Member Appreciation
	 $3,000 
	0.02%
	 $750 
	0.01%
	 $3,000 
	0.02%
	300.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Personnel Expense
	 $3,261,078 
	26.30%
	 $3,224,104 
	25.57%
	 $3,563,109 
	25.60%
	10.51%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Occupancy Expense
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Rent/Parking 
	 $57,300 
	0.46%
	 $60,300 
	0.48%
	 $75,300 
	0.54%
	24.88%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Property & School Taxes
	 $23,190 
	0.19%
	 $20,440 
	0.16%
	 $21,920 
	0.16%
	7.24%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Commercial Insurance
	 $14,064 
	0.11%
	 $14,911 
	0.12%
	 $13,729 
	0.10%
	-7.93%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Licenses
	 $365 
	0.00%
	 $400 
	0.00%
	 $528 
	0.00%
	32.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Pest Control
	 $4,380 
	0.04%
	 $3,500 
	0.03%
	 $3,900 
	0.03%
	11.43%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Professional Cleaning (floor)
	 $43,500 
	0.35%
	 $43,200 
	0.34%
	 $43,200 
	0.31%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Snow Removal
	 $13,000 
	0.10%
	 $18,000 
	0.14%
	 $20,500 
	0.15%
	13.89%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repairs & Maintenance Equip
	 $27,600 
	0.22%
	 $41,000 
	0.33%
	 $41,000 
	0.29%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repairs & Maintenance Store
	 $15,600 
	0.13%
	 $27,000 
	0.21%
	 $25,000 
	0.18%
	-7.41%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Repairs & Maintenance Vehicle
	 $1,800 
	0.01%
	 $3,500 
	0.03%
	 $3,500 
	0.03%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation
	 $121,200 
	0.98%
	 $128,840 
	1.02%
	 $107,781 
	0.77%
	-16.35%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Utilities - Gas
	 $19,773 
	0.16%
	 $16,516 
	0.13%
	 $18,167 
	0.13%
	10.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Utilities - Electric
	 $135,783 
	1.10%
	 $77,540 
	0.62%
	 $85,294 
	0.61%
	10.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Utilities - Water
	 $4,875 
	0.04%
	 $4,475 
	0.04%
	 $4,922 
	0.04%
	10.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Occupancy Expense
	 $482,430 
	3.89%
	 $459,622 
	3.65%
	 $464,742 
	3.34%
	1.11%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating Expense
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Bank Charges (Credit Card Fees)
	 $147,794 
	1.19%
	 $140,901 
	1.12%
	 $146,497 
	1.05%
	3.97%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash over/short
	 $180 
	0.00%
	 $120 
	0.00%
	 $120 
	0.00%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Armored Car
	 $10,570 
	0.09%
	 $9,500 
	0.08%
	 $10,460 
	0.08%
	10.11%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Telephone
	 $6,120 
	0.05%
	 $5,375 
	0.04%
	 $5,880 
	0.04%
	9.40%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Laundry Service
	 $14,700 
	0.12%
	 $17,000 
	0.13%
	 $20,400 
	0.15%
	20.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Non Capitalized Equipment Purchase
	 $14,300 
	0.12%
	 $25,315 
	0.20%
	 $21,000 
	0.15%
	-17.04%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Alarm System
	 $550 
	0.00%
	 $350 
	0.00%
	 $385 
	0.00%
	10.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Trash Disposal/Recycling
	 $12,000 
	0.10%
	 $12,000 
	0.10%
	 $13,200 
	0.09%
	10.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Fire Extinguisher/Stove Hood
	 $1,400 
	0.01%
	 $1,126 
	0.01%
	 $1,240 
	0.01%
	10.08%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Store Supplies
	 $55,427 
	0.45%
	 $60,392 
	0.48%
	 $75,547 
	0.54%
	25.09%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Vehicle Insurance / Expense
	 $7,920 
	0.06%
	 $3,071 
	0.02%
	 $2,706 
	0.02%
	-11.91%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Operating Expense
	 $270,962 
	2.19%
	 $275,150 
	2.18%
	 $297,434 
	2.14%
	8.10%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Administrative Expense
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Accounting Consultant
	 $1,200 
	0.01%
	 $1,200 
	0.01%
	 $1,200 
	0.01%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Audits, Review Fees
	 $12,000 
	0.10%
	 $5,000 
	0.04%
	 $12,000 
	0.09%
	140.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Consultant for Strategic Planning/Computers
	 $6,900 
	0.06%
	 $3,300 
	0.03%
	 $9,000 
	0.06%
	172.73%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Dues & Subscriptions
	 $15,600 
	0.13%
	 $15,000 
	0.12%
	 $15,600 
	0.11%
	4.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Inventory Service
	 $5,000 
	0.04%
	 $5,400 
	0.04%
	 $6,000 
	0.04%
	11.11%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Legal Fees
	 $7,500 
	0.06%
	 $5,000 
	0.04%
	 $7,500 
	0.05%
	50.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Data Processing Maintenance
	 $5,560 
	0.04%
	 $300 
	0.00%
	 $4,760 
	0.03%
	1486.67%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Payroll Expense
	 $8,785 
	0.07%
	 $8,000 
	0.06%
	 $8,450 
	0.06%
	5.63%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Postage
	 $7,800 
	0.06%
	 $7,650 
	0.06%
	 $8,400 
	0.06%
	9.80%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Office Supplies
	 $15,600 
	0.13%
	 $18,900 
	0.15%
	 $15,000 
	0.11%
	-20.63%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Internet Services
	 $2,300 
	0.02%
	 $2,200 
	0.02%
	 $2,400 
	0.02%
	9.09%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Scan Genius
	 $2,700 
	0.02%
	 $960 
	0.01%
	 $2,700 
	0.02%
	181.25%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Administrative Expense
	 $90,945 
	0.73%
	 $72,910 
	0.58%
	 $93,010 
	0.67%
	27.57%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Marketing Expense
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Outreach
	 $18,300 
	0.15%
	 $17,000 
	0.13%
	 $19,345 
	0.14%
	13.79%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Advertising
	 $60,000 
	0.48%
	 $82,000 
	0.65%
	 $96,000 
	0.69%
	17.07%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Education
	 $12,000 
	0.10%
	 $12,000 
	0.10%
	 $12,000 
	0.09%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Customer Services
	 $600 
	0.00%
	 $300 
	0.00%
	 $600 
	0.00%
	100.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Merchandising/Promotions
	 $19,200 
	0.15%
	 $19,000 
	0.15%
	 $22,500 
	0.16%
	18.42%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Department Demos
	 $27,250 
	0.22%
	 $27,000 
	0.21%
	 $30,500 
	0.22%
	12.96%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Donations & Contributions
	 $14,400 
	0.12%
	 $18,000 
	0.14%
	 $18,000 
	0.13%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	10% Discount Senior Tuesday
	 $30,876 
	0.25%
	 $28,998 
	0.23%
	 $32,011 
	0.23%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	2% Discount Senior 
	 $2,480 
	0.02%
	 $3,782 
	0.03%
	 $4,175 
	0.03%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	5% Discount Senior Shareholder 
	 $3,844 
	0.03%
	 $3,782 
	0.03%
	 $4,175 
	0.03%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Case Discounts
	 $12,648 
	0.10%
	 $6,009 
	0.05%
	 $-   
	0.00%
	-100.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	2% Discount Visiting Co-op
	 $2,356 
	0.02%
	 $2,522 
	0.02%
	 $2,784 
	0.02%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	10% Discount Vendor
	 $8,680 
	0.07%
	 $8,825 
	0.07%
	 $9,742 
	0.07%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Web Site Expense
	 $250 
	0.00%
	 $100 
	0.00%
	 $250 
	0.00%
	150.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Store Coupons
	 $48,000 
	0.39%
	 $232,000 
	1.84%
	 $204,000 
	1.47%
	-12.07%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Marketing Expense
	 $260,883 
	2.10%
	 $461,318 
	3.66%
	 $456,083 
	3.28%
	-1.13%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Shareholder Discounts
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2% Discount Shareholder
	 $43,399 
	0.35%
	 $44,127 
	0.35%
	 $48,712 
	0.35%
	10.39%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Newsletter
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Coop Scoop Expense
	 $27,500 
	0.22%
	 $20,000 
	0.16%
	 $25,300 
	0.18%
	26.50%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Governance
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Board Meeting Expense
	 $1,220 
	0.01%
	 $1,220 
	0.01%
	 $1,220 
	0.01%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Membership Meeting Expense
	 $9,845 
	0.08%
	 $5,925 
	0.05%
	 $8,545 
	0.06%
	44.22%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Board Development
	 $4,375 
	0.04%
	 $1,000 
	0.01%
	 $10,050 
	0.07%
	904.98%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Board Legal Fees
	 $2,100 
	0.02%
	 $5,200 
	0.04%
	 $3,000 
	0.02%
	-42.31%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Board Insurance
	 $3,500 
	0.03%
	 $1,116 
	0.01%
	 $1,300 
	0.01%
	16.49%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Board Office Supplies
	 $420 
	0.00%
	 $150 
	0.00%
	 $420 
	0.00%
	180.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Board Committee Expense
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Communications
	 $500 
	0.00%
	 $0 
	0.00%
	 $8,000 
	0.06%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Finance
	 $- 
	0.000%
	 $0 
	0.00%
	 $2,000 
	0.01%
	0.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Membership 
	 $6,000 
	0.05%
	 $6,500 
	0.05%
	 $9,000 
	0.06%
	38.46%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Nutrition & Education
	 $3,000 
	0.02%
	 $2,750 
	0.02%
	 $500 
	0.00%
	-81.82%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Personnel
	 $200 
	0.00%
	 $100 
	0.00%
	 $200 
	0.00%
	100.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Strategic Planning
	 $12,000 
	0.10%
	 $39,000 
	0.31%
	 $13,000 
	0.09%
	-66.67%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Governance Expense
	 $43,160 
	0.35%
	 $62,961 
	0.50%
	 $57,235 
	0.41%
	-9.09%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Expense
	 $4,480,357 
	36.13%
	 $4,620,193 
	36.65%
	 $5,005,625 
	35.97%
	8.34%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating Profit
	 $487,770 
	3.93%
	 $435,203 
	3.45%
	 $585,290 
	4.21%
	34.49%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other Income/Expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest Income
	 $12,000 
	0.10%
	 $15,500 
	0.12%
	 $15,600 
	0.11%
	0.65%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Newsletter Income
	 $14,400 
	0.12%
	 $11,500 
	0.09%
	 $12,000 
	0.09%
	4.35%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Rebate Income
	 $21,600 
	0.17%
	 $23,000 
	0.18%
	 $24,000 
	0.17%
	4.35%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Misc Income
	 $6,835 
	0.06%
	 $26,600 
	0.21%
	 $8,146 
	0.06%
	-69.38%
	
	
	
	
	
	
	
	
	
	
	
	
	

	100 Watervliet Ave Income
	 $50,313 
	0.41%
	 $71,358 
	0.57%
	 $- 
	0.00%
	-100.00%
	
	
	
	
	
	
	
	
	
	
	
	
	

	100 Watervliet Ave Expenses
	 $(181,981)
	-1.47%
	 $(205,408)
	-1.63%
	 $(183,394)
	-1.32%
	-10.72%
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total Other Income
	 $(76,833)
	-0.62%
	 $(57,449)
	-0.46%
	 $(123,649)
	-0.89%
	115.23%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Income Before Taxes
	 $410,937 
	3.31%
	 $377,754 
	3.00%
	 $461,641 
	3.32%
	22.21%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Estimated Taxes
	 $143,828 
	1.16%
	 $145,435.11 
	1.15%
	 $177,732 
	1.28%
	22.21%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Profit
	 $267,109 
	2.15%
	 $232,318 
	1.84%
	 $283,910 
	2.04%
	22.21%
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Capital Expenditures 2010
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Replace and upgrade PC's
	
	 $4,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Computer software upgrades
	
	 $7,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Scale for Meat department
	
	 $4,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Additional POS Handheld
	
	 $3,500 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Security Cameras & DVR
	
	 $4,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Water Machine
	
	 $7,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Produce Prep Table
	
	 $1,500 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Bulk Bins
	
	 $1,500 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Refrigerator for Outreach
	
	 $1,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Coffee Grinder
	
	 $1,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Shelving (Store and Warehouse)
	
	 $2,500 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Demo Table
	
	 $2,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	2010 Total
	
	 $39,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Development of Watervliet Ave
	
	 $400,000 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Honest Weight Food Co-op, Inc.                     

Budget Narrative for Fiscal Year 2010

2010 Budget was written and submitted by Duke Bouchard, CFO & Cindee Lolik, Operations and Administrative Coordinator

Reviewed and approved by the Collective Management Team, Finance Committee and the Board of Directors, December 09 & January 10.

Sales: 

After several internal budget meetings involving the Finance Manager and each individual department manager, The Collective Management Team decided to project a 10.4% increase in total Store Sales from 2009 to 2010.  2009 saw very strong sales growth of 17.7%. 2009 Sales were approximately $12.61M or $1,525 per retail square foot, and are projected to be $13.92M or  $1,684 pre retail square foot in 2010. For comparison sake, prior to a remodel and addition of nearly 3,000 square feet in the 4th Quarter of 2008, Honest Weight’s sales per square foot were nearly $2,100. The 2010 budget reflects this continuing trend of strong sales growth.  

Personnel Expense:

This account includes all the line items associated with staffing the store with both staff and member workers.
Wages: These are the wages that are paid directly to staff members for their contribution of services to the store.  We presently have 75 staff members on payroll, in addition to 1,300+ member workers that worked in 2009.  In the budgetary process, each department manager met with the Finance Manager and wrote their payroll budget based on the sales projections for their departments in the coming year. As you may know, each year since at least 2001, the co-op has given a COLA (Cost of Living Allowance) paycheck increase. The purpose of a COLA is to offset increases in the cost of living due to inflation. The amount of the COLA is tied to the social security administration’s COLA percentage, which is calculated based on the Consumer Price Index (CPI). For instance, on 1/1/2009, everyone on staff received a 5.8% increase due to 2008’s rapid inflation. This year, there was no increase in the CPI. The SSA will not be issuing a COLA and the co-op will not be issuing one either. This entry-level starting wage at Honest Weight will remain at  $10.47 in 2010.  The co-op has been making strides over the past five years to develop a living wage model for the staff.  In keeping with this, we raised the starting wage to $9.00 per hour in 2004 and have been increasing it by the COLA in the years since.  We have spent time calculating what it costs a single person to live in this area, and have based our living wage on those calculations. Staff may also receive an increase in their hourly rate based on their performance and wage scale standing. This account is projected to increase slightly less than sales in 2010.

IRA Contributions: Our staff has taken advantage of being able to plan for their futures by contributing to their own retirement program here at the Co-op. The co-op contributes 2% of employee weekly wages to each eligible staff member for retirement, whether or not the staff member makes their own contribution.

Payroll Tax: These are the portions of taxes that the co-op pays in direct relation to staff wages.  They include Social Security, and State and Federal Taxes. This number is based on our payroll dollars for the year.

Health & Dental Insurance: Starting mid-year the co-op management and the Personnel Administrator began investigating ways to try to keep our health insurance costs from rising at a level higher than our sales increases.  Our current health insurer came at us with a 15% increase, but after negotiations we were able to get that number down to 7%. The premiums for dental insurance will increase by 7.1%. The rates for vision coverage will remain the same. The staff contributions to insurance premiums will remain the same as well; the co-op will pay 98% of the health and dental premiums as well 100% of the premiums for vision coverage for staff and their families. In 2010 we expect a few employees to add families/children and some employees who have been eligible but did not sign up previously may chose to enroll. Although the budget would normally show a 7% increase, it now shows closer to a 13% increase in Health Insurance and 9.25% increase in Dental Insurance due to the aforementioned factors. 

Worker’s Compensation Benefits and Disability: The former is based on an experiential rating, meaning it is based on the frequency and severity of worker’s compensation claims in the years prior to the new policy, which is renewed yearly. This budget reflects an accurate amount of benefits. The cost of this insurance dropped in 2009, and that decrease is expected to continue in 2010.  Disability premiums are based on how many men and how many women worked at the co-op over the course of the previous year and provides staff members with compensation if they should become disabled off the job.  These rates have also increased considerably for the 2010 fiscal year.

EAP Program: Each employee and their household members have access to an Employee Assistance Program that is paid for by the co-op.  This program provides confidential assistance to staff for personal issues they may have that could have an effect on their work performance.  Benefits include debt, legal, financial, elder & child care counseling.  Employees have access to three face-to-face counseling sessions per issue, with access to local staff counselors and the provider’s national 25,000 provider network

Staff Appreciation Expense: This represents money to be used in part for events held to reward the performance of all Staff, e.g. a Staff Party, and in part for the departments to have some discretionary funds to have food at departmental meetings, have meetings at venues outside the co-op, provide birthday cakes for staff, etc.  The co-op may also elect to use these funds to disburse a small award when a staff member has gone beyond the call of duty in the course of their job, generally in the form of gift cards for use at the co-op,.

Staff Development: This account encompasses outside classes that staff members attend to enhance their job performance.  In the past various staff members have attended Human Resources classes, Employment Law classes, Accounting classes, Marketing Matters; a conference held by the NCGA yearly, etc. We will be sending staff to more training over the course of the next couple of years, in preparation for taking on the added responsibilities that the new store will require of them.

Staff Travel Expense: Throughout the course of the year, there are Natural Foods shows and conventions  that provide opportunities to investigate new product introductions and to make deals for promotional sales.   These shows and conventions also have seminars for staff that are educational in nature and help to develop staff knowledge and the staff’s ability to provide members and customers with current information on products.  Among these events are the Natural Foods Expo in Boston, MA , Herb Symposiums, etc.. This account also includes related transportation, lodging and meals expenses. 

Staff Discount: This projection is based on previous history and pegged to the same percentage of sales as recent history. As per the co-op bylaws, “employee fringe benefits, as set forth in the Employee Manual, shall include, but are not limited to, the receipt by employees of a discount equal to that of a weekly worker discount.” 

Working Member Discounts:  If a shareholder wishes to contribute beyond their purchase of a share to the co-op they are entitled to discounts based on the number of hours that they work.  There are two discount levels for working members, a 10% discount if the member puts in 3 hours per month as an individual household, 4 for a two member household, etc; a 26% discount is earned if the member puts in 3 hours per week as an individual household, 4 for a two member household, etc.  We have had a steadily increasing membership over the last few years and the number of member workers has increased. These projections were kept right around the same % of sales they were in 2009. This is a very difficult account to budget and manage as it all relates to how much a member purchases at the co-op. In the last few years, this has been the fasting growing subcategory under Personnel Expenses.
Member Appreciation Expense: This is money allocated for gift cards to reward Member Workers for going above and beyond the call of duty when they are working here at the co-op.

Occupancy Expense: 

These are all the expenses related to physically running the store including renting and maintaining the store.
Rent/Lease 484 Central & Parking Lot Expenses: In June of 2008 our rent increased to $3300.00 per month on the original square footage. In addition to this we pay $725 per month for the new warehouse space at the back of the store.  In order to free up parking spaces for our customers, we rent 20 parking spaces across Central Avenue for our staff. Additionally, we pay our neighbor, Clearview Mental Health Center, for the use of their lot after 5:30 PM on weekdays and all day on weekends. Starting in November of 2009, and continuing through 2010, we are now renting parking spots behind National Supply for our Member Workers, to free up additional parking for customers. This account line for 2010 reflects an increase of $1,500 for this additional parking.

Property and School Taxes:  484 Central Avenue was reassessed which lead to a substantial decrease in our taxes. Due specifically to a large savings in school taxes, even with a budgeted 10% increase in 2010 Property Taxes and a 10% budgeted increase in September 2010 School Taxes, our net tax increase in 2010 will be closer to 7%.  

Commercial Insurance:  We carry insurance on the building, the equipment and inventory.  In addition, we have liability insurance that protects the co-op should there be an incident with tainted product, or a customer has an accident in the store.  

Licenses: As a retail business, there are several licenses that we need to purchase annually or semi-annually, these include: scale licensing, food processing, plant dealer, and our retail license.

Pest Control: Being a food purveyor, it is very important to keep the co-op free of pests.  It is both common sense and a requirement of the Department of Agriculture and Markets.  We have an agent of a pest control company come in weekly to take care of this for us. 

Professional Cleaning: We outsource our floor cleaning. The floor is cleaned seven nights a week and buffed three. Additionally, we have the floors stripped and waxed four times a year, January, March, August and late October. 

Snow Removal: Honest Weight has a service that plows and salts the parking lot whenever at least 2 inches of snow falls.  In addition we have a service that clears the snow from the front of the building and the loading area.  We based the projected budget amount on a recent winter that could be considered severe. 

Repairs & Maintenance Equipment: This is for maintenance on our refrigeration equipment and all equipment used by the store. Since the remodel we have acquired additional refrigeration equipment, and since our equipment is getting quite old, we under budgeted this account in 2009. We carried forward what we spent  in 2009 into the 2010 budget to ensure that we can repair and maintain all our equipment properly. 

Repairs & Maintenance Building: Our landlord is responsible only for making sure the roof does not leak and that the parking lot is in good repair. We are responsible for all other building maintenance: electric, plumbing, HVAC, etc. Due to the old building, we also spent more than budgeted in 2009. We do expect to spend less in 2010.

Repairs & Maintenance Vehicle: In 2006, we purchased a used short School Bus to be used as our Outreach vehicle and have since converted it to run on grease. In 2009, the membership approved the purchase of a new vehicle for Produce to use to go to the market during the season. The R&M Vehicle budget includes any repairs or maintenance needed on both vehicles.

Depreciation: This is an estimate of what equipment purchases and leasehold improvements we will be depreciating over the course of their useful lifetime. This account is lower in 2010 because we accelerated leasehold improvements in 2008 & 2009.

Utilities – Gas, Electric & Water: We built in a 10% increase in 2010 to combat potential energy inflation .

Operating Expenses:

These are the expenses that relate to the day-to-day operations of the store.

Bank Service Charges: Each credit card provider -- MasterCard, Visa, American Express, Discover -- and debit card provider charges a percentage for the ability to accept the cards in payment.  These charges are in proportion to the amount of sales using a particular card. Usage of Credit/Debit Card has increased faster than sales in the past few years, but with our new POS system we were able to take advantage of the pricing that the National Cooperative Grocers Association was able to negotiate for all member co-ops.

Cash Over/Shorts: We budget every year for a possible slight loss of funds associated with processing sales at the Front End.

Armored Car Service: We use an armored car service to pick up our bank deposits for transfer to the bank and to deliver our change orders. To date we have not received any indication that this price will be increasing in 2010, but the prices do normally increase around 10% per year.

Telephone: We have built in an increase for 2010.

Laundry Service: The co-op has a service that brings in and launders all the small carpets that we use throughout the store. In addition, the same service washes our aprons (used by Produce and Cheese) and our bar towels (used by the Deli, Cheese & Specialty Foods, Front End, and all departments in lieu of paper towels).

Non Capitalized Equipment Purchases: Throughout the course of the year the store needs to purchase a variety of small wares. This includes items like: shelves for coolers, small wares for the deli (air pots for coffee, replacement creamers, etc.). Due to the remodel at the end of 2008 , we needed more small wares than budgeted in 2009. The budget for 2010 reflects a decrease in what was spent in 2009.

Alarm System: We pay a yearly service charge to our Alarm System company. 

Trash Disposal: This line includes all expenses associated with waste management and recycling of materials generated through store operations. The coop has two trash pickups and two cardboard pickups weekly, and recyclable containers, bottles, cans, etc. are picked up once weekly. Our waste management service charges for the cardboard and glass/container recycling as the market for these items is depressed.. We also bring in prepaid recycling bins for small electronics and toner and/or printer cartridges and fluorescent light bulbs and some of these services are made available to our customers. 

Fire Extinguisher/Stove Hood: Our fire extinguishers and stove hood have yearly maintenance scheduled.

Store Supplies: These are all the supplies related to the departments’ sale of goods and the store supplies in general: containers and bags for the Bulk and Cheese & Specialty, Wellness, and Produce Departments, containers for the Deli,  cash register tape for the Front End,  soap for the restrooms and floor washing, paper towels and toilet paper for in store use, etc. These costs increase as sales increase. We are budgeting the same increase as sales in most departments based on this.  The budget shows a larger increase because we moved accounting for bag credits from Merchandising/Promotions to this account. When grocery stores buy bags, they get expensed in this account. In keeping our chart of accounts comparable to other cooperatives, we decided to move the bag expense account to this line. Bag Credits average around $25 per day.

Vehicle Insurance/Expenses: We have a shortbus that is used for Outreach events and this is the yearly automobile insurance premium. Since we acquired an additional vehicle for produce market runs, we budgeted for this insurance line accordingly.

 Administrative Expense:  

These are all the expenses related to running the Co-op that fall under Administration.  

Accounting:  These are consulting fees not related to the new site.

Audits, Reviews, Compilation Fees: These are the fees we normally pay our CPA for doing the yearly review of our Financial Statements and our taxes. In 2010 we allocated money to get an Audit performed, as banks may require it depending on the financing package for the new store.
Consultants for Strategic Planning/Computers: We use this account to pay for any services from consultants involved in planning for the co-op’s present site. As of the purchase of the new site, 100 Watervliet Avenue, we created a separate Balance Sheet accounting structure “Construction in Progress”. 

Dues Subscriptions: This account is for our dues to the National Cooperative Grocers Association (NCGA), the Albany Local Development Corporation, the Retail Group of NY, the Albany-Colonie Chamber of Commerce, the Cooperative Grocers Information Network, etc. Since our dues to the NCGA are based on sales, as our sales increase, so will our dues, this is reflected in the 2009 budget.

Inventory Services: In anticipation of expansion in the new site and the financing process we began doing inventory quarterly in 2008 and will continue this practice in 2010 to facilitate tighter monitoring of margins and cash flow projections. As the store grows, so does the inventory and thus the cost to count it.

Legal Fees: These are fees that we are charged by our attorney for his services.  We use our attorney for advice on personnel matters and legal matters that may affect the co-op.

Data Processing Maintenance: This includes fees to our Point of Sale software company for their help desk and other related fees. This account line is also used if we need outside consultants or other assistance for our IT planning or hardware of software support.

Payroll Expense: We outsource our payroll to a small local provider (Tech Valley Payroll).  These are the fees related to this weekly outsourcing, payroll tax preparation, and reporting.

Postage:  This is all postage with the exception of membership mailings.  Checks sent to vendors, coupon redemption’s, and correspondence in general.  We have budgeted close to a 10% increase for fiscal year 2010 due to increased price and volume.
Office Supplies: This is all the office supplies purchased by the co-op.  These office supplies, for items such as copy paper, toner for the copier, etc. and are also allocated to the committees and departments that most utilize them. More will be allocated to committees and departments next year and is reflected in the 20% decrease in the 2010 budget.

Internet Services: This is what we pay for broadband internet access.
Scan Genius: Scan Genius is an electronic ordering system used by the buyers to streamline the ordering process. We are adding units to this system so both the Wellness and the Grocery Department can use it.

Marketing Expense:

These are our advertising, marketing, education, outreach and donation/contribution expenses.  Also included in this category are the various promotional discounts the co-op provides to senior citizens, vendors, visiting co-op members, etc.

Marketing & Outreach: These are costs associated with our Outreach Program. They include fees for attending events scheduled throughout the Capital Region such as Health Fairs; money for food sampling at the events; money for activities sponsored by the co-op at the Troy Farmer’s Market; money for our ongoing program of reaching out to school, public libraries and community organizations with educational materials on organic foods, etc. There is also money allocated for an Earth Day Festival as well as a Harvest Festival next fall.
Advertising:  These are the costs associated with direct advertising: print, radio, television, web, sponsorships, mail/coupon distribution, & web and phonebook listings.

Our 2009 strategy and 2010 budget reflect a conscious decision to increase our marketing in the midst of a difficult recession.  Marketing experts often say that a recession is the best time for a healthy organization to focus on its marketing.  Working on branching out, advertising in new places and bringing new faces into the Co-op will only help our community grow! Honest Weight certainly saw results from our increased marketing activities, welcoming more new members than ever before and achieving remarkable sales growth. 

    
You will see a similar strategy identified in our 2010 budget. Honest Weight will be a 2010 sponsor of WMHT's Farm to Table which explores local farms and highlights New York state products.  We will also be sponsoring the Riverway Storytelling Festival, part of the Upper Hudson Library System, which promotes literacy to families throughout the Capital District.  Continuing our relationship with WAMC, the Co-op continues to be an underwriter on multiple programs including Round Table, BBC and the Weather @ Noon.  Throughout 2008-2009 we had a great deal of success with our television advertising and will continue this in 2010 as well as branching out to some web advertising places like Albany.com & All Over Albany.

Education: These are the costs associated with our Education Program which provides for the following: sponsorship of events related to natural, organic and local foods; daily food sampling that offers educational opportunities to the customers such as alternative ways of healthy living, choosing and preparing natural foods, incorporating ethnic & cultural foods; educational classes for customers and members; training for staff (e.g., customer service and various other training that will enhance the performance of our staff); ongoing in-house tours aimed towards local community programs such as the Damien House, Sage College, Girls & Boys Scouts, etc. Funds will also be used to visit other Coops to gain further knowledge on how their educational programs work, their philosophies, and how we can possibly incorporate their ideas into our new store.

Customer Services: These are funds that anyone on staff can use to make up to a customer when there’s been an error or problem.

Merchandising & Promotions: Includes the expenses for store décor as well as signs we make in house and contract out for. This account will also now be charged for the in store sales flyer. The toner and paper used to get booked to Office Supplies.

Department Demos: This is a fairly new budget line so we can track sampling done by departments that is not provided by manufacturers or distributors as well as the Demo Program that is run by our Education Coordinator. Unfortunately all of those wonderful cheese samples are not actually free.

Donations/Contributions: This is money for small donations, to not-for-profit organizations that the co-op makes on request throughout the year.  Examples of organizations that we donate to: Hunger Action Network, Iroquois Museum, NE Association for the Blind, Habitat for Humanity, Harriet Tubman Free School, Youth Organics, Albany Symphony Orchestra, etc.

Marketing Discounts:

10% Tuesday: Tuesday is senior day at the co-op; all seniors are entitled to a 10% discount at the register.  This percentage has also been kept at its 2009 level as a percentage of sales.
Senior Discounts: 2%: All seniors are eligible for a 2% discount at the register.  This has been historically stable so the percentage of sales it is based on has been kept at its historic level.

5% Shareholder: Seniors who are also Shareholders but who do not work for a discount are entitled to a 5% discount at the register.  This remains at the same % of sales for 2010.
Visiting Co-op 2%: Honest Weight extends a courtesy discount to members of our sister co-ops.  We expect this discount to remain fairly stable and have left it at the same percentage of sales from 2009 to 2010.
Vendor 10%: The co-op has an arrangement with a variety of vendors that extends a 10% discount to vendors’ purchases for their business use.  This line has been increased as we are encouraging more vendors to shop with us
Web Site Expense: This is the expense associated with maintaining our web site.

Store Coupons: This account tracks all co-op-generated coupons, from newspaper ads, outreach events, etc. We started using this account in 2007 to try and spur sales increases. We found this form of advertising to be very effective, especially in the midst of a recession and the monies spent in 2009 generated over $1.1M in additional sales. We plan on continuing this practice in 2010. With the redemption of our store coupons, we are also able to track what events and sources were most effective.

Shareholder 2% Discounts: With the purchase of a share, a shareholder is entitled to a 2% discount at the registers.  We expect that next year will see an increase in membership similar to this year and have increased this line as a percentage of sales.
Newsletter Expenses: This is the cost of laying out and printing the Coop Scoop.  We have increased this account in 2010 to reflect an increase in production costs as well as the need for significantly more printed copies due to increased demand.
Governance Expense: 

These are the expenses associated with the governance of the Co-op and are primarily Board expenses. 

Board Meeting Expense: This covers the Board’s expenses for food at their meetings, as they meet in the evenings, and any rental fees if the Board chooses to meet someplace other than the Community Room at the co-op.
Membership Meeting Expense: The co-op’s membership has increased so much that it does not have the space available to have membership meetings at the store, this means we need to rent meeting space and this fee is included in this account. In addition,  beverages are provided at some of the meetings and all meetings have notices mailed to the membership to notify them of a meeting, these expenses are all included under Membership Meeting Expense. Our bylaws require four meetings per year. One is the budget meeting in January. Another is the Annual meeting in April, where new board members are elected. Two other meetings are scheduled as needed.  We have increased this line to reflect the need for membership meetings in 2010 due to the new store planning process.

Board Development: This account is for Board members to take classes to improve their performance as a Board.  It also includes monies for the yearly Consumer Cooperative Management Association conference. This account has been increased in 2010 to reflect a Board leadership training.

Board Legal Fees: This provides the Board with an account for any legal advice they may require in their governance of the co-op.

Board Insurance: We have Director’s and Officers insurance for the Board of Directors.
Board Office Supplies: Each Board member has an allowance for office supplies that are ordered through the store and debited from this account.

Committee Expenses:

Communications: Funds were allocated for the design of a new web site.

Finance: $2,000 was requested for training
Membership: The majority of expenses for the Membership Committee are related to the Annual Membership Dinner in     November. 

Nutrition & Education: The expenses for the Nutrition Committee are used for their work on the Product Manual.
Personnel:  This committee has a small budget for printing and other expenses.
Strategic Planning: This budget line is used for Strategic Planning Retreats and for the hiring of outside consultants to do work toward a new store.  
Other Income/Expenses

Interest Income: This is the interest generated by the money market account that we put any excess cash into beyond what we need to pay expenses.  It is currently earning an interest rate of approximately 1.51%. 

Newsletter Income: This is the income generated by selling advertising in the Coop Scoop.
Rebate Income: These are the monies that we receive in Rebate from our purchases with UNFI, our primary distributor.
Miscellaneous Income: This account is fees that we collect on bounced checks, credits we receive for early payment of State Sales Taxes as well as payment of our old Equity Share in CGANE and our new Share in NCGA.

100 Watervliet Ave Income/Expenses: This was a new account in 2008 relating to our recent purchase of 100 Watervliet Avenue. This includes Depreciation, Interest, Insurance, General Expenses. These are also referred to as holding costs since the net is negative and will continue to be until we open our new store in 2011. The costs of holding this site added to the rent/parking & taxes associated with 484 Central, are still right on par with the industry average.

Taxes

These are based on our Net Income and are our expected tax burden to the State and Federal Governments.

Capital Expenditures (Current Store):
· $4,000 to replace and upgrade PCs

· $7,000 for computer software upgrades

· $4,000 for a Meat department scale

· $3,500 for an additional Point of Sale handheld

· $4,000 for additional security cameras and DVR: Due to some recent incidents of theft, we have found the cameras we have installed insufficient to clearly identify those stealing from the co-op.  Cameras are needed at the cash registers and the front door so we can properly monitor if groceries are being purchased and to enable us to clearly see the perpetrators faces and what they are removing from the store.

· $7,000 for a new retail water machine. Our reverse osmosis water sales are increasing popular and our current water machine only has a 30 gallon holding tank. When the 30 gallons runs out, the wait can be up to an hour before it can be used again.  

· $1,500   for a Produce prep table

· $1,500   for some new Bulk bins

· $1,000   for an Outreach/Education refrigerator

· $1,000   for a coffee grinder

· $2,500   for additional retail and back stock shelving

· $2,000   for a demo table

· Total requested (Current store):  $39,000

Development of Watervliet Ave:

$400,000 for the development of the 100 Watervliet Avenue project.  This will include Architectural Fees, Consultants, an Owner's Representative fee and general pre construction costs.  There will be a separate budget for costs associated with the financing of building construction, equipment, inventory, etc. for the new store.

Honest Weight Food Co-op                                                                               Notice to the Membership 

Notice of HWFC Membership Meeting                                                                       January 11th, 2010

Sunday, January 24th, 2010

FUUSA’s Emerson Community Hall

(First Unitarian Universalist Society of Albany)

405 Washington Avenue, Albany, NY (between Robin & Lake)

(Parking allowed in ALL SUNY lots across the street on Sundays)

5:30 Dessert Potluck - 6:00 Meeting begins
This is an annual budget meeting notice that we will be discussing the following topics outlined in the agenda below.  Towards the bottom of this notice there is information on voting eligibility, child care and the need for quorum.

Agenda
· 5:30 Dessert Potluck (HWFC will provide coffee, tea, and water: If you’d like to prepare and bring a dessert to share, please do)

· 6:00 Meeting begins 

· Welcome

· Presentation and vote on the 2010 HWFC Operation Budget.  Please read the enclosed budget narrative and budget to help you make an informed voting decision.  There will be time for questions and answers.
· Discussion and vote on the 2010 HWFC Development of Watervliet Avenue Budget.  Below is some back ground regarding the request for capital expenditures regarding the new store.
While we are steadily making progress toward our fund raising goal, Honest Weight has not yet obtained the New Market Tax Credit financing necessary for our site development and construction plans. These funds may still come through, however, there is a possibility that we will only be able to obtain a smaller loan package with traditional financing. If this is the case, we will have to scale back the proposed design from $7.4M to roughly $4.7M.

While the Facilities Committee is confident we can still build a store that meets our operational needs and embodies our values of community service and environmental stewardship, we have determined that we can't make this design work for $4.7M. A budget reduction this significant will require a re-design. A lot of valuable work was done in the course of developing the first design and we shall endeavor to reap as much benefit from this as possible. We want the opportunity to devise a creative affordable solution that will position the Co-op to move into a well-built, green, comfortable and operationally efficient store by the end of 2011. 

With this as our goal, the Membership is asked in this capital budget vote to approve an allowance for a second design development. The authority to disburse these funds will remain with the Board, but there shall be meetings to inform the Membership at regular intervals and to vote on final design and budget decisions.
· Open discussion for up to 15 minutes.

· 8:00ish Meeting Ends
To be eligible to vote, you must be up-to-date with work hours and share payments as of January 22nd, 2010. If you have questions about your eligibility to vote (a member who is current in work requirement and share payments is automatically eligible to vote) contact Membership Coordinator, Nate Horwitz, at nate@honestweight.coop or 482-2667 x 104.

Child care will be available, but please sign up your children at the service desk or directly to Nate Horwitz by January 22nd, so we can be ready for them.  If you need a ride to the meeting or would like to pick someone up, please let Nate know. FUUSA is on the Washington Avenue bus route and a short block from Central Avenue and Robin Street.

We need a quorum of members eligible to vote to begin our meeting and are counting on your support – attendance counts two hours toward your work requirements! Grab a friend, spouse, co-worker and come on over! 

Thanks for your consideration. We hope to see you at the meeting on January 24th. – The Board of Directors

