FOOD CO-0OP

Meeting: Morrisville Food Co-op Board Meeting February 18, 2026

Attendees:

Board Member Participants: Zach Dimotta, Eric Beseker, Brooke Mars, Erika Gaudreau, George
Aiken, Paul Stewart, Hope Sullivan, Jessica Seddon, Leah Hollenberger and Beth Springston.
Member Participants: Colleen

Summary

The Morrisville Food Co-op Board Meeting covered financial performance, NCG update and
comparable operations to like Co-ops, and strategic planning. The board approved revised budget
projections with sales growth downgraded to 3-5% (from 10-12%) due to January's challenging
performance, though the co-op still achieved 7.4% annual sales growth in 2025—double the peer
average.

Brandon Kane from NCG presented comprehensive financial benchmarking showing Morrisville
outperformed comparable small co-ops despite elevated labor costs from strategic GM capacity
building.

Action items

e Brandon Kane to send the final version of the NCG presentation deck to the board.

e Jessica Seddon to send a link to the meeting folder containing Brandon's policy governance
templates to the board.

e Executive Group to review Brandon's policy governance templates and develop
recommendations for any adjustments to current board practices.

e Jessica Seddon to provide ballpark mortgage affordability analysis to the Tittertons by end
of March (including projected mortgage payment capacity, updated rental income
projections, and operating cost estimates).

Meeting Minutes

Quorum established and the meeting brought to order. Jessica motioned; Erika seconded.

Motion to approve the January meeting minutes from the previous meeting - Hope motioned;
Zach seconded.
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GM Report

e January sales were 1% over last year, continuing a declining trend from previous months
that saw 8%, 4%, 4%, and 1% growth rates. The slowdown coincided with staffing increases
made in preparation for holiday season sales that didn't materialize as expected.

e The co-op posted a net loss of approximately $26,000 in January, attributed to multiple
small cost increases including utilities and other expenses rather than a single factor.

® Labor costs reached 27% of sales due to the low sales growth. Per-shopper spending
remained stable at $35 per member shopping trip, up slightly but less than inflation (1.75%
vs. 2.5%).

® February showed improvement with sales 7% over last year month-to-date, suggesting
January may have been an anomaly influenced by extreme cold weather, Market 32's
reopening, and post-holiday spending constraints.

® Seems as if there were a fair amount of small impacts that hit at once including. Price
Chopper rebranded as Market32.

e Eric provided a margin review by department and overall profit margin.

e Zach pointed out this is not a margin issue but rather an increase in expenses. Also the store
was under construction.

e Cost Management Initiatives

O The team is focusing on raising margins on fast-moving items by 1-2% in each
department, as these products affect overall margins more quickly than
slower-selling items.

o The co-op eliminated cafe packaging expenses, saving $4,500 annually.

o Member discounts increased to 2.4% of sales (from 1.9% last year), though the
actual impact is slightly lower due to rebates from manufacturer coupons and
promotional deals.

o The board emphasized prioritizing retention of trained staff over immediate labor
cost reductions, acknowledging the value of human capital investment in employee
training.

Budget Discussion

e Sales growth projections were adjusted downward for the remainder of the fiscal year: 3%
for February and 5% for March through June (down from the original 10-12% projections).

e Expansion into the adjacent space was approved, including a new lease and capital
expenditures, which increased long-term liabilities and assets on the balance sheet.
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® The board will pursue purchasing the building from the Tittertons with a target completion
by end of 2026, with the owners potentially holding the loan, starting with financial analysis
due by end of March.

® The revised budget does not include special increases for cafe or bulk departments despite
ongoing renovations, as Eric preferred to wait for actual performance data before adjusting
projections.

e The board discussed that the revised budget is conservative and serves as a benchmark
during uncertain economic times, with quarterly reporting to track actual performance
against projections.

e The board approved the revised budget for the remainder of the fiscal year ending June
2026. Motion to approve - Bob, George seconded.

e Zach and Beth compiled a comprehensive list of finance tasks to be transferred to the new
accountant Justin, requiring coordination with Eric to determine which tasks should be
handled by Justin versus the existing team (including Sandy).

e Concern was raised that Justin (new accountant) hasn't been responsive, not even to
acknowledge he's busy with tax season, though the board is attributing it to illness or high
workload.

Brandon Kane from NCG

® NCG is a business services cooperative formed in 2004 by 100 founding member co-ops
(including Morrisville) to help independent co-ops compete as a quasi-chain while
maintaining local autonomy. The formation was driven by conventional retailers entering
the natural foods market.

® NCG currently serves 168 food co-ops operating 290 storefronts across 40 states with 1.3
million consumer owners and just under $3 billion in annual sales (compared to $2 trillion
for the overall U.S. supermarket industry).

e NCG provides services including combined purchasing power, operational and marketing
resources, talent development, and support across advocacy, technology, finance,
purchasing, strategic development, retail operations, and HR. Brandon Kane serves as the
strategic development manager for 14-15 co-ops on the east coast.

Morrisville Comparison to other small Co-ops

e Current occupancy expenses are 4% of revenue (considered 'right down the middle' per
Brandon's benchmarking). The co-op occupies the entire first floor while the second floor
contains rental apartments, with the co-op paying roughly half the building's total expenses.
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e Financial modeling needs to incorporate not just the mortgage but also member loan
obligations (totaling $310K, with $27-28K due this year), with larger amounts due in
subsequent years that must be addressed.

2025 Annual Performance Analysis

® Morrisville achieved 7.4% sales growth in the 12 months ending December 2025, more
than double the eastern small co-op average of 3.27%. After accounting for 2.7% food
inflation, real growth was approximately 4.7%, outperforming most major grocery chains.

e Gross margin before discounts was 36%, with 2.47% in discounts (slightly higher than the
1.8% small co-op average), resulting in a net margin of approximately 34% compared to the
small co-op average of 36%.

e Personnel costs increased as Eric created new positions to build GM capacity for long-term
growth. This investment temporarily raised labor expenses above the small co-op average,
with returns expected to materialize over time as the investment pays off.

e Occupancy expenses at 4% of sales are right on target with small co-op averages, while
other operating expenses are significantly lower than typical. Operating profit was slightly
negative (under -1%) compared to just above zero for peer co-ops.

e Retail sales per square foot are approximately $900 annually (based on 2,700 square feet
and ~$2.6M in sales). This is above the $750 threshold for positive cash flow operations but
well below the $1,500-52,000 range that would indicate need for expansion.

Balance Sheet Position

e Through Q3 2025, the co-op was paying down long-term liabilities faster than assets
depreciated, improving equity from negative levels to $111,000. However, Q4 expansion
investments increased long-term liabilities proportionately more than assets.

e Current ratio (liquidity measure) is just above 1.5, which is at the ideal threshold. This ratio
will improve as liabilities are paid down and positive operating income increases assets.

e Debt-to-equity ratio is negative due to negative equity of $118,000 from prior periods of
operating losses. To reach the minimum acceptable ratio of 3.0, the co-op needs to build
equity to approximately $222,000, requiring $340,000 in cash from positive net income
and/or member equity drives.

e To achieve financial stability, the co-op needs to maintain a margin after discounts of about
35% (currently at 34%) to cover operating expenses, depreciation, debt service, and build
cash reserves. Most small co-ops successfully operate at 35-37% margins.

e Co-op is well-positioned to achieve financial stability in the coming years by focusing on
maintaining profit margins above operating expenses and maximizing sales growth. Eric has
already taken steps to raise margins toward the 35% target.
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Physical Expansion Opportunities

e Brandon observed the co-op has a tangible great vibe and dedicated membership already in
place, which is often the heaviest lift for any business and harder to fix than operational
improvements.

e Brandon identified opportunities to expand the frozen section, refrigerated space, and
prepared foods by reorganizing and building into the new space, with staff expressing
excitement for days after his visit about the possibilities.

e Brandon emphasized pursuing the HFFI (Healthy Food Federal) grant when it reopens in
spring 2026, which could provide up to $200,000 for expanding healthy food offerings, with
the first of three rounds being the best opportunity.

e For prepared foods expansion, Brandon recommended focusing on grab-and-go meals (rice
bowls, burrito bowls) from the production kitchen rather than hot/cold bars, which are
'money pits' for equipment repair and labor.

e Given Morrisville's limited restaurant scene, there's a significant market opportunity for the
co-op to expand lunch and dinner prepared food production to capture demand.

Policy Governance Framework

e Brandon presented policy governance as a formalized framework that provides stability for
the GM through a predictable reporting calendar, eliminating the chaos of ad-hoc board
requests that distract from operations.

e For small co-ops like Morrisville (approaching $2.6 million in annual sales), full policy
governance reporting is too onerous since operational structures typically emerge around
$5-6 million when staff can be delegated.

e Brandon recommended 'policy governance light' focusing on four critical reports: quarterly
financial condition, annual asset protection, annual budget & planning, and annual staff
treatment & compensation.

e Additional recommended annual practices include evaluating board performance and
processes after elections, reviewing officer roles and code of conduct, and conducting GM
evaluation with compensation review.

® The board is already 90% aligned with Brandon's recommendations, with existing practices
covering most governance requirements in different formats.

Community Engagement Planning

e The goal is to better connect the Co-op with the community.
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® The co-op has an established relationship with the town office, with Eric regularly signing
on as event sponsor and the co-op participating in activities during Rock Art Festival and
other town events. The office routinely contacts the co-op about upcoming opportunities.

e Discussion of avoiding onerous reporting requirements that could burden staff, who need to
focus on sales and customer experience (per Brandon's guidance). The board wants to
establish criteria for event participation and ensure any community initiatives don't
overextend the team.

e Last year the co-op experimented with Wednesday night concert specials (sausage, cheese,
grab-and-go items marketed on social media), distributed coupons at concerts and Cornfest,
but didn't see significant immediate sales impact. The challenge remains consistent
marketing and getting the word out about the co-op's proximity to events.

® The board committed to being more systematic about tracking town opportunities (public
events, planning meetings about Morrisville's future) and figuring out whether initiatives
should be staff-led or board-led. The goal is increased presence in positive community
conversations beyond just arguing about gravel pits, while maintaining flexibility
appropriate for a small organization.

e The co-op's bulletin board is now an official legal posting location for Morrisville town
notices (one of five public places), and a portion will be dedicated to the new mutual aid
volunteer bank.

Motion to move into Executive Session - Jessica motioned: Bob seconded. See document entitled:
Executive_Feb182026_BoardMeetingMinutes_Executive Session
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