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Co-ops offer a better way of doing business, with a focus on more than just profit. We’re a
business with a mission. When we grow, we do more good for our community. Our growth
strengthens the local economy, allows us to offer more local, organic, sustainable food, and
continue to create a more diverse and inclusive community. The expansion and consolidation of
GreenStar’s West End campus ensures our cooperative business remains fiscally sound for years
to come.



1. EXECUTIVE SUMMARY

GreenStar Co-op has actively pursued an expansion of its West End store since the early 2000s.
The primary driver behind expansion has been the fact that the market potential for GreenStar’s
flagship store far surpasses its present performance due to the limitations of its current storefront.
This unresolved potential has continued for almost two decades as our competitors entered the
natural foods market and have aggressively taken our co-op’s market share. This loss of market
share is now at the level of threatening the future solvency of our cooperative business.
Additionally, our current West End store lease expires in 2019 with no options to extend this
lease.

A local development group, Organic Waterfront LLC., has partnered with GreenStar to propose
the construction of an expanded and relocated West End campus by the end of 2019. The
proposed site consists of two large warehouses located at 770 Cascadilla Street in Ithaca’s West
End neighborhood bordering Route 13 South and just south of Carpenter Park. Building 1 will
house the new West End store. Building 2 will come down and provide parking and other civil
components for the new store. The store will be accessible by Cascadilla street.
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GreenStar must relocate its operations by January 2020 to avoid substantial business interruption
due to the expiration of the current West End store lease in December 2019. Substantial
construction of the expansion project must be complete four months prior to opening to provide
for adequate “fit out” time, ensuring store systems and logistical needs are fully functioning.

Expansion infrastructure



The new West End store will have a total footprint of approximately 35,200 sf. This includes
approximately 16,500 sf of sales floor, 5,200 sf for a second story administrative mezzanine,
1,500 st for a Space Events/Classroom. The remaining square footage will encompass storage,
receiving, commissary kitchen, preparation areas, etc. Our café will seat approximately 60 guests
with an additional outdoor eating area capable of seating 30 additional guests. Our Space /
Classrooms area adjacent to the store retail floor will have an occupancy load of approximately
125 guests. Current municipal designs show approximately 164 parking spaces for customer use.

Current West
End store
comparisons to
proposed
relocation
Current Proposed
29,796 sf 35,219 sf
Sales floor 6,711 sf 16,494 sf
Parking spaces 58 164
Café seating 18 60
Space seating 225 125




S s s
= refrigerated grocery
o s e s e e

weliness

1 - ﬁ(

checkout registers

o o

PRODUCE & N

PREPARED = i)

/T Fo0DS b
* R PICNIC PAT}
O u
[ / & i
= ===y

= 0nn .
m o oo o s
0000 bl =— I I
CAFE R, '
Pt

GreenStar @ 770 Cascadilla St. ‘ R
Main Floor Plan i
Pam Wooster, Architect February 1, 2018

scale: & = 10




(1 Meciianical

_‘LI
-

1] IV
e L — o O O 4 DDD:‘
U D = 0O O C S ==
- - B E 8000 =
GreenStar @ 770 Cascadilla St.. off 2924d

Mezzanine Floor Plan |- L _
Pam Wooster, Architect February 1, 2018 ;‘7 M DDD DDD
. / ;

scale: %“ =1-0"

*Draft floor plans as of 2-4-2018 and is subject to further change in design.

GreenStar History

GreenStar Natural Foods Market began in 1971 as the Ithaca Real Food Co-op, functioning as
a buying club for produce, grains, and other non-perishables. Volunteers pre-ordered their food
and shared in the work. As the organization grew, they needed a storage space (often a
basement or garage) for leftover bulk grains and beans. The dry goods available in this space
began to be called the “GrainStore.” By 1974 the members were contributing financially to the
co-op at $2 per year and decisions were made at monthly membership meetings.

By 1979 the GrainStore had moved a few times, purchased coolers for selling cheese, and
even hired two workers to help the volunteers. By 1981 the GrainStore hired a full-time
manager and embraced a policy of growth. The first Council was elected in 1982 and the
organization officially incorporated.



The co-op continued to expand at the Cayuga Street site until 1992 when the 2,400 square foot
store burned to the ground. The membership rallied after this tragedy and agreed to look for a
new, larger site to continue. The West End store (6,711 square feet sales floor) opened just 8
months later with 40 staff members and now welcomed non-members to shop. The member 2%
discount was added at this time. Sales continued to grow, nearing $10 million annually.

In 2004, the co-op was sought out by the fledgling Oasis Natural Foods in downtown DeWitt
Mall to purchase their store. The co-op members voted to support the purchase.

In 2006 the co-op began renting a warehouse across the street from the West End store for
office and storage space. This was purchased in 2010 and part of the warehouse was dubbed,
“The Space” for hosting events.

In 2009 GreenStar Community Projects was founded, a non-profit arm of GreenStar that
works to promote local and regional food self-sufficiency and food justice.

In 2013 the co-op built a central kitchen in “The Space” both for supplying the stores and for
catering and event production.

In 2016 the GreenStar Solar Farm opens, providing 11% its power. GreenStar’s newest
Collegetown location opened in August 2016.

Locations & Operations overview

GreenStar- West End 701 West Buffalo Street - generates 76% of gross sales
Approx. 5,600 sq. ft. retail store, located at the convergence of State Routes 79 and 13
(which are major roadways extending southeast and northeast, respectively).

GreenStar- DeWitt 215 North Cayuga Street - generates 13% of gross sales
2,428 sq. ft. retail store. Focus on ready-to-eat and convenience items.

GreenStar- Collegetown 307 College Ave - generates 10.8% of gross sales
2,880 sq. ft. retail store, proximate to a large daytime (and school-year) population base that
includes the students, faculty, and staff at Cornell University.

The Space @ GreenStar 700 West Buffalo Street - generates 0.2% of gross sales
Adjacent to GreenStar- West End. Event space with central kitchen for GreenStar Catering.

The Classroom @ GreenStar 702 West Buffalo Street
Adjacent to GreenStar- West End

GreenStar Solar Farm 64 Valley View Road
Provides approximately 11% of the power for GreenStar total operations
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GreenStar employs over 200 people across our multiple locations at an average wage of over $15
per hour as well as offering health insurance for employees who are scheduled to work 20 hours
or more per week. GreenStar has an extensive Owner volunteer program with an average of more
than 400 Owners volunteering co-op support on a weekly basis.

GreenStar is cooperatively owned by 12,000 individuals, the majority of which reside in
Tompkins County, NY. In 2017 GreenStar generated approximately $22.4 million in revenue
from its stores, catering and events. The West End store made up the majority of these sales at
$17.4 million, DeWitt $2.8 million, Collegetown $2 million, internal kitchen production of $2.4
million and $200,000 from catering and events.

Current financial context

In order for GreenStar to remain solvent it must achieve annual sales growth greater than the
growth of its operating expenses. This is a difficult task as GreenStar’s profit margins are razor
thin. For every $1 of revenue brought into our co-op $0.99 is spent on our operating expenses.
For example, in its 2018 budget GreenStar is expecting to achieve net income of only one half of
one percent (0.5%) of its sales of $23 million. Any slight deviation in sales growth or expenses
could easily result in a loss of income for the year. Consistent loss of income over time threatens
the existence of the business itself and needs to be avoided by all means. In comparison the
general annual net income percentage of routinely successful co-op grocers ranges from 2% -
4% of sales or four to eight times more than GreenStar’s budgeted expectation. Annual income
at this level allows padding for the inevitable volatility of running a multimillion dollar
cooperative grocery business with small margins of profit.

Throughout most of the 1990s and 2000s our smaller than average margin was less detrimental
to our operations as sales growth averaging above 6% each fiscal year covered our rising
expenses. In the second half of the 2000s GreenStar’s product line which was previously
exclusive to natural food stores went mainstream and became widely available in conventional
grocery stores and secondary retail outlets such as Target, Wegmans and even convenience
stores. This explosion of previously unexperienced direct competition made it immediately more
difficult for GreenStar to keep the market share it needed to keep pace with its operating
expenses. This local dynamic was only mirroring a similar rapid shift on the national natural
grocer level since coined “The New Normal”. The majority of cooperative grocers throughout
the nation have been struggling to operate with little to no growth for the last several years. The
national growth average for our alliance of 147 co-ops in 37 states as of November 2017 was
only 2.5%.



With sales growth stymied for the past few years we turned to more intense expense
management to achieve a margin to keep pace with our rising expenses. For several years
GreenStar’s management team and Council have worked together to tighten our operations.
Unfortunately, there is no clear solution to create a more comfortable profit margin here without
a fundamental change to our long-standing cooperative business practices. The majority of our
expenses are fixed or virtually fixed meaning that they cannot be lowered enough or in many
cases at all in order to have a substantial impact on our net income performance. These expenses
include rent, taxes, cost of goods, utilities, rising wages & benefits etc.

Slow sales growth and faster growing expenses are symptomatic of keeping the West End store
at its current status quo. Market studies commissioned by GreenStar demonstrate that there is a
large market for natural foods in Ithaca and opportunity for our co-op to take back some of the
market share lost to the “New Normal”. Co-op operating averages tell us that a store of our size
outgrows its location at about $1,200 - $1,500 per SF in sales per year. The West End store is
operating at more than double this volume. While this might seem like a success story (and it
was for some time) it highlights that our facility is only adequate for a business half our size and
certainly has no further capacity to assist in the growth we must obtain to remain competitive in
our trade area.

In addition to the inadequate infrastructure in place for our co-op’s potential, our entire West End
campus is spread across two large blocks with multiple buildings and entryways. While the
central kitchen and warehouse assisted in taking some pressure off the West End store for several
years, the sheer volume of the store has become unmanageable. The subdivided nature of the
West End campus results in numerous inefficiencies in transportation and communication
costing the co-op more than it should if it were to operate out of a consolidated facility. Buffalo
street which intersects our store and warehouse site is a dangerous intersection for our customers
and employees alike.

A relocation and consolidation of our West End store is necessary for the longevity and ongoing
solvency of GreenStar Cooperative Market. The need to relocate operations from our present
location is exacerbated by the fact that our West End store’s lease expires in December of 2019
with no further options available at this time. It would seem that the time is more than right to
make our move to relocate & expand GreenStar’s West End retail operations.

DESCRIPTION OF PRODUCTS AND SERVICES

The new West End will provide a more pleasant and relaxed store experience for customers and
staff. The sales floor footprint is tripling in size while the merchandising (shelving, product.
equipment etc.) footprint is doubling. This translates to wider aisles all around and generally
more space to create an open atmosphere allowing our Owners to enjoy the co-op at their own
pace. This will likely lead to higher transactions as customers feel that they can shop without
interruption and pressure. The product line can now expand to facilitate a more one-stop-shop in
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our center store by meeting more culinary and household needs. Our fresh departments will grow
significantly and be situated to offer a restaurant within a store experience complemented by
seating for over 60 in our adjacent cafe. This expansion also allows us to be competitive in new
markets including online and delivery sales.

Online ordering and delivery services will be provided through the Instacart platform by late
2018 and continue to be offered as a service at the new West End location. An expanded product
line will enable GreenStar to be more competitive in the online sales arena. Successful online
sales and delivery services have demonstrated to add growth to co-ops that would not be
obtained by a brick and mortar storefront.

This proposed project is one of expansion and consolidation for GreenStar. The store itself and
its parking need to grow considerably to meet current and future customer demands. GreenStar
would benefit greatly from consolidating its retail, administrative and commissary production
functions under one roof, reducing large inefficiencies resulting from its current sprawling
decentralized layout. The West End’s campus current percentage of retail to total square feet is
22.5%. The proposed expansion would increase the retail portion to over 47% of operations
while netting less total square feet than our current West End campus.

A successful retail operation must have an adequate balance of size of the storefront, the services
it offers and the volume and traffic of business of the store. The business of GreenStar’s West
End long ago has surpassed what the present location can offer. At about $17.4 million in sales
in 2017 GreenStar generated $3,211 in sales per retail SF. This is twice the of the national
cooperative average of $1,600 per SF. This level of sales volume in our small footprint results in
extremely cramped aisles, limited product lines and inefficient labor all causing unnecessary
expenses to operate the co-op. Limited parking in an often traffic saturated location is also
causing all but the most dedicated shoppers to avoid shopping our store during peak hours of
operation.

This new space will allow for our store to expand its product line appropriately to meet the
demand of GreenStar’s shoppers. For example, our current West End store has only (10) 4’
freezer units while the new site will offer (18) 4’ freezer units. A quick review of our
competitors’ frozen layouts shows how much of this category GreenStar is lacking in its
offerings. The local Target natural foods frozen section is an excellent example of a contrasting
product line which offers more selection to shoppers than our store is able to provide. There are
many everyday household items GreenStar can offer its shoppers in a new store which are not
available at present. This includes batteries, cookware, kitchenware, first aid, analgesics and
expanded culture-specific foods. As one example of how this would benefit our co-op, it is
continually demonstrated that Ithaca lacks a fully inclusive Latino grocery product line. This is a
niche that GreenStar can potentially capture with added retail space. The larger center store retail
space will allow GreenStar to also expand its affordable BASICS product line further meeting
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the needs of our lower-income Owners’ perceptions of affordability has long been highlighted as
a primary barrier to GreenStar being seen as a community resource for many.

The ease of shopping in the West End will be a service in itself. With center aisle width is a
minimum of 7° and major avenues 16’ in width, the West End will finally be as accommodating
to the needs of our shoppers as we ought to be.

The West End store plan also places a large emphasis on fresh foods in its layout dedicating
more than 2,000 SF to the Produce department alone, providing a boon to local farmers with an
increase in the volume of local sales from this expanded department relative to the overall
growth of our sales.

Prepared foods will be made on site and brought out fresh to the shopper. Salad bars, hot bars,
sandwich stations, and a host of in-house value-added Deli products will enjoy a much larger
prominence on the sales floor.

GreenStar will continue to operate an event & catering business out of this new location. The
GreenStar Space will be coupled with our Classrooms at the new site. Classes and Events will be
coordinated with each other and ensure that this space is frequently in use. Classes will benefit
greatly by having immediate access to the store. Events will be more manageable in size and
scope with change in total square footage of the Space at present (3,400 sf) to 1,500 sf and an
occupancy load of 125 people (down from 225 at present). While the current Space size and
capacity is a great asset to the community, the revenue does not justify its continued existence on
this scale. Scaling down to a large but reasonably-sized venue which is shared with a classroom
schedule will provide valuable services to our Owners but will be sized more appropriately in
relation to the revenue it generates. This venue can be expanded for larger events such as Owner
meetings by opening up a temporary dividing wall to our cafe. When weather permits there will
be a large outdoor eating area adjacent to the Space and Prepared foods with seating up to an
additional 30 customers. A large 16’ bank of windows will look out from the retail floor to this
outdoor eating area.

This outdoor area will also host GreenStar edible gardens which will serve as ingredients for our
Kitchen as well as a teaching garden for our Owners. Much of our food waste will go into
composting on site for these gardens and our surrounding landscaping.

The new West End will host a couple of smaller flex rooms near the front of the store. These
rooms will serve as rooms to house services such as the Massage Station and a weekly kids
activity schedule. A GreenStar Kids’ activity schedule will engage our young co-op members as
well as free up parents to schedule kid-free shopping excursions throughout the week.
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2. TECHNOLOGY CONSIDERATIONS

While the proposed expansion will certainly increase the technological needs of the cooperative
it should be noted that GreenStar has the capacity to meet these needs internally at present. An
upgrade to our website is needed to offer more online services to our Owners.

An enhanced and interactive website is a critical component of a sizeable expansion. A
web-based portal to maintain our Owner equity and volunteer programs is essential. This
technology is in active use by our sister cooperatives. Weavers Way Co-op of Philadelphia
maintains a member portal to sign up for worker shifts and maintain their equity balance.
GreenStar is in the process of adopting this program for its own use. An interactive portal such as
this will vastly reduce labor hours spent on data entry to maintain GreenStar’s current Owner
Labor and Equity programs.

Online shopping is also a critical component of a GreenStar expansion. GreenStar is
implementing an Instacart online storefront in 2018 to allow our customers to place orders online
and arrange for local delivery. This service will continue and expand significantly in conjunction
with an expanded product line of our new store.

GreenStar’s servers are already integrated for a multi-store operation so the only upgrade we
need in our infrastructure is to handle our increased capacity for registers and workstations. Tech
infrastructure should allow for the use of digital screens on the retail floor displaying product
line and prices. This will be primarily used for our prepared foods merchandising. Ideally, we
will be able to implement a customer loyalty program through our POS system at the time of
relocation as well.

3. MARKETPLACE CONDITIONS

The combined results of consolidating our expenses and obtaining sustained sales growth
through expansion is the key to the longevity of GreenStar in our trade area.

Market conditions for the retail sale of natural foods remains highly competitive across the
nation and Ithaca is no exception. The term “New Normal” has been used by NCG member
co-ops since 2011 as we saw large regional and national conventional chains take a significant
market share from natural food cooperatives. These chains can offer more inclusive shopping
experiences compared to our presently limited facilities. Our competitors have a reputation for

13


https://members.weaversway.coop/

lower prices but our frequent price comparisons indicate that GreenStar remains highly
competitively priced with the competition.

The New Normal struck GreenStar in 2015 when sales growth quite suddenly plummeted from
5.8% in 2014 to an average growth rate of 1.3% in 2015. A growth rate of less than 3% is
unsustainable for our business given that most operational expenses increase significantly each
year. GreenStar’s health insurance coverage for employees increased in 2018 by 12% from
$513,040 to $583,000. This is a $70,000 increase on its own. Wages also increased by 2% per
policy of following a Living Wage calculator. Increases in our wages per policy will likely cost
our co-op at least an additional $140,000 in 2018. Together, wages and insurance alone will cost
an additional $210,000 in 2018. If our total sales in 2017 were $22.4 million, GreenStar will
need to grow by one percent to cover these two increases alone. With many other operational
expenses increasing each year it becomes quickly clear why little to no growth is not an option
and indeed would see GreenStar approach fiscal jeopardy rather quickly.

Our cooperative business needs to maintain at least 3% growth on average each year. Achieving
this rate of growth while managing increasing expenses is the impetus and driver behind our
expansion efforts. There is a plethora of evidence that an expansion of our type results in the
growth and market reach needed to sustain GreenStar for the long haul. Recent similar store
expansions such as Lexington Co-op in Buffalo, NY and City Market in Burlington, VT
demonstrate that meeting the market demand through an expansion returns customers to the
co-op as their primary location of grocery shopping after they have changed their patterns as the
result of the new competitive atmosphere.

For due diligence in this pursuit GreenStar has commissioned a Market Study for this specific
expansion proposal. The firm performing the Market Study, G2G Research, has performed
studies for cooperative expansion initiatives across the country including those mentioned
previously. Our most recent Market Study update predicts that first year sales at the new location
expected to reach $1,962 per retail square foot. For reference GreenStar’s West End sales per
retail square foot in 2017 reached $3,200.

Note that at the time this study was conducted GreenStar was considering locating a store at
Carpenter Park, adjacent to our present proposed location. The assumed curb cut at 5th street
would be critical for access to a store in Carpenter Park. This is not the case with our present
proposed site which has suitable ingress and egress via Cascadilla street. Additional access via a
5Sth street curb cut would however be advantageous to our store. This will be a critical
component of discussions with future developers of the Carpenter Park property. The final
amount of parking spaces at this location will be determined by building code and limitations of
the property boundaries themselves. The present site plan estimate of 164 spaces is a massive
increase in capacity compared to our present 58.
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We believe it is best to budget for future growth conservatively and thus GreenStar is predicting
first year sales at the new location to be about $1,791 per SF down from the $1,962 predicted by
the market study.. Sales growth year over year is expected to be 8.9%, 8.6% and 5.6% for the
first three years before dropping to a sustained 3% expected growth rate for subsequent years.

With GreenStar obtaining a larger foothold in our trade area the likelihood of an additional
competitor entering the market becomes much more unlikely, helping to stabilize our market
share for the foreseeable future.

MARKETING STRATEGY

GreenStar can no longer differentiate itself by simply being a natural foods market. The New
Normal has shown that most conventional markets have taken a significant share away from
traditional leaders in natural food retail such as grocery cooperatives. This market share is not
going to be reclaimed easily. GreenStar needs to ensure we are as comparable as possible with
our competitors when it comes to product line breadth and price perception.

GreenStar also needs to ensure we are synonymous with building a healthy community
through exceptional wholesome, delicious and local foods, socially and environmentally
responsible practices and community engagement. Where GreenStar can continue to
differentiate itself is in its service to its community and clear values-based commitments as
summarized by our co-op Ends statements:
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GreenStar Cooperative Market Page 2 of 2
Policy 21, Part A 1/12/16

ENDS STATEMENTS FOR GREENSTAR CO-OP

The purpose of GreenStar Cooperative Market 1s:

COMMUNITY

- to Nurture a constructive, dynamic, and supportive cooperative community, and a culture of shared purpose and
respect among people of diverse backgrounds.

COOPERATION

- to Foster cooperative attifudes. cooperative ownership as an alternative economic model. collaboration among
cooperatives and like-minded businesses. and engagement with the larger co-op movement.

LOCAL. DEMOCRATIC CONTROL

- to Ensure local, democratic control of the cooperative through open participation in and transparent governance
of a member-owned retail food store.

GOOD FOOD, PLUS

- to Provide wholesome. healthy. affordable and ethical food choices. as well as quality goods and services to
support a healthy lifestyle.

SUSTAINABILITY

- to Make a meaningful contribution toward ecological sustainability, including a zero-carbon footprint and
increased local and regional food self-reliance.

EDUCATION

- to Ensure that its members and shoppers can learn about cooperatives, food, regional and community-based food
systems. health. sustainability and social justice.

FAIRNESS
- to Show by example that a successful business can be an empowering and safe work environment. committed to

fair treatment of both people and animals. and dignity and non-discrimination for all. including those whose labor
produces and provides the goods carried by the Co-op.

Marketing the new store prior to opening

The most immediate effort towards our building a new West End store needs to focus on the
March 2018 special voting period. The 20-day voting period running 3/11/18 — 3/31/18 will
determine if GreenStar Owners vote to support amending our Bylaws and COI to allow for the
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purchase of Investment (Preferred) shares as well as approving the Expansion itself. Achieving a
majority Yes on this vote is critical for the project to move forward. The total number of Owners
voting and percentage of approval will indicate the success of our communication with our
Owners as well as their general level of support for the expansion project. To this end
communications with our Owners should focus on education about the vote and why approval of
both expansion and amendments are critical to its success. Other co-op initiatives should take a
back-burner in communications until the voting period is over.

Immediately after this voting period our primary messaging to our Owners will need to focus on
the Capital Campaign raising expansion funding through Owner-purchased Investment Shares.
The first Capital Campaign will run from 4/15/18 & 5/31/18. This funding is absolutely critical
to our co-op’s expansion thus Capital Campaign messaging is primary for March 2018.

After the voting period and before the end of the Capital Campaign GreenStar needs to lead a
series of open forum expansion sessions with its Owners to obtain critical feedback on design
and services of the expansion. This helps us refine our new store design as well as gain Owner
buy-in of the project itself. Specific feedback and engagement sessions should target our future
near neighbors to hear their needs and criticisms which we can meet in a new store format. This
engagement should also take place with community members who do not presently shop the
co-op or participate in Ownership. GreenStar needs a staff person specifically tasked with
expansion community relation communications to accomplish this successfully.

In late summer 2018 as GreenStar’s contractor is obtaining building permits for the project, a
general booster campaign for the Co-op expansion should take place. This includes public
updates, press releases and other community building initiatives such as town halls and lawn
signs to show support in our general neighborhood.

Throughout 2018 and 2019 GreenStar’s Marketing strategy of its present three store operations
will be directly relevant to our expansion. A more honed sales program focusing on Owner
benefits and price perception will be put in place in 2018.

GreenStar’s website will be receiving a refresh in early 2018. The new site will be an
information hub of expansion updates with critical benchmarks highlighted throughout the entire
process. This communication effort will be reflected in GreenStar’s social media posts as well.

And finally, as GreenStar West End is readying itself to transport product from its current
location to the new site, we should recreate the human chain of 1984 in which Co-op Owners
brought product case by case from the former 5th street store front location to the (then) new
location on Cayuga street.
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Competing on Price

Promotional vehicles addressing pricing in our co-op:

Co-op Deals (bi-monthly sales available to Owners & non-Owners)
Co-op BASICS (everyday low prices available to Owners & non-Owners)
Owner Deals (monthly sales available to Owners only)

Flash Deals (short-term deep discount sales available to Owners only)
FLOWER Discount (13% needs cased discount available to Owners only)

The new location size and volume will allow GreenStar to minimize pricing gaps compared to
our competition and improve our price image by fully leveraging the strength of NCG’s
high/low promotions program (Co+op Deals) and complementing it with everyday low prices
(Co+op Basics) on select product segments and items. In addition, Owner-only sales such as
Owner Deals and Flash Deals add value to Ownership and help ensure a steady stream of new
Ownership equity purchases each year. Our low-income program FLOWER will continue to
be our primary needs-based program offering eligible Co-op Owners 13% off all regularly
priced items.

Marketing our values

GreenStar co-op operations and outcomes are driven by values. The new West End store is a
blank canvas on which these values and outcomes should be made loud and clear to anyone in
our store. The present density of our West End store causes messaging to fade into the noise
of so much signage everywhere.

Our shelf tag designations demonstrate many core values and serve as a product educational
component to our shoppers. The tag symbology includes markers for local, regional, co-op
owned, organic, gluten-free, fair trade and vegan products. Our future shelf channels should
be free of clutter so that these tags and their information is prominent and serves the needs of
our shoppers.

There are many aspects of our operations that lend themselves well to prominent in- store
signage. 27% of our sales are from local producers and vendors. We recycle, donate or
compost over 85% of our waste. Over 25% of our sales goes to paying an excellent wage and
benefit package to our employees. Our meats and seafoods are certified sustainable through
rigorous third-party organizations. This list goes on. Messaging of these operating values
needs to be on prominent display in the store itself.
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Diversity and Inclusion

Our community struggles with ways to address and overcome institutional racism. Our co-op
specifically struggles with a history of disenfranchisement of our communities of color. Our
present West End store physical plant is unfriendly to our differently abled shoppers and
employees. It is imperative that these issues and other inclusion issues be addressed throughout
the expansion process.

Town halls and other information gathering sessions need to be employed to engage as many
community members as possible to inform GreenStar how it can best steer its operations to be
the inclusive community owned business it strives to be.

The store layout and design should be as accessible as possible. This includes wheelchair turn
radiuses in our restrooms, wider aisles, lower shelf heights, elevator access to our mezzanine etc.
Our design might be ADA code compliant but we should solicit feedback from our
differently-abled staff and customers of what would best meet their needs from direct experience.

All bathrooms public and private will be gender-neutral and single occupancy. This is an
important aspect of our diversity and inclusion initiative.

Product line barriers need to be addressed as part of this effort. What diets are our present
product line excluding? We have heard that African and Latino families in our area order online
or drive to Syracuse to obtain foods currently not available in Ithaca markets. Simple everyday
items such as bakeware, ibuprofen, batteries etc. should be available at our stores. Does our
current Product Line policy allow for these items or does the Policy need amendment to allow
for this? These concerns need to be addressed by Staff and Council before we open our doors for
the new store.

Staff demographics need continued attention through this process as well. Does our staff
composition mirror the demographics of our City? How about our leadership team? This
expansion will create many new jobs within the cooperative. This is an opportunity to
significantly impact the diversity makeup of our staff. Hiring managers need to ensure that our
commitment is clear and that a concerted effort is being made on an ongoing basis.

A few co-ops have managed to make significant headway in overcoming diversity and inclusion
issues with the help of a community relations liaison. GreenStar will consider adding this
position as part of a new organizational structure to be implemented in concert with this
expansion.
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SUSTAINABILITY

The premise of this project is inherently sustainable. The proposed relocation site consists of two
large warehouse building not currently being used. The adaptive reuse of a warehouse to serve as
the shell for our future storefront has much less of a negative footprint on our environment than a
new build would have.

Adaptively reusing an old building significantly reduces energy consumption that usually comes
with demolishing a structure and building a new one to replace it. Although many adaptive reuse
projects do involve further construction, the amount of energy for the additional work would be
considerably less than what an entirely new building would require. Builders and developers
save on energy involved in procuring new raw materials, manufacturing new supplies, and
transporting all of these to the construction site. Using fewer raw materials also minimises
construction impact on toxic waste. With constant rising costs of energy, reducing energy
consumption from adaptive reuse directly translates to large financial savings. There is also
savings to be had from reusing existing materials and lessening waste.

The efficiency improvements brought to the renovated site qualify our project for Federal and
State grants from the USDA and NYSERDA programs.

Consolidating our operations under one roof will significantly reduce fuel consumption presently
used to transport goods to and from our warehouse location to the West End store. GreenStar’s
truck, van and forklift make this round trip an average of two times per day. We may even find
that as a result of this consolidation we no longer need to use one of our two large delivery
vehicles.

To qualify for grants related to energy use GreenStar must choose equipment which is Energy
Star rated. This includes not only items such as retail refrigerators but office and breakroom
equipment etc. At our new location we will also continue to track our waste system volumes for
an annual report out to Council and Owners. While we are expecting overall waste from
operations to increase due to a relative size in retail operations, we expect its relationship to total
sales to lower through the efficiency of consolidation.

Our solar farm in Danby will continue to supply a large portion of electric use at this new
location. This offset is a significant component of this GreenStar project preemptively meeting
the targets of a proposed Ithaca Green Building Policy yet to be adopted by the City. Our project
will demonstrate to future development in Ithaca that it is indeed feasible to meet these policy
benchmarks.
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5. ORGANIZATION AND STAFFING

An accurate projection can be made regarding the amount of full-time equivalent positions a new
West End store will create. To start we need to determine what the current full-time equivalent
figure is for the West End and Administrative aspects of our cooperative business. The full-time
equivalent positions are not a job count but an equivalency which allows us to see the net impact
on position growth related to an expansion. This tells us our staffing would increase by roughly
40% as a result of a West End expansion.

West End expansion job creation estimate - excluding DeWitt and Collegetown projections

2017 2020 after expansion
Annual gross sales projected $17,400,000 $27,700,000
Compensation value (wage only) $3,584,400.0 $5,263,000.0
Average wage value per hour (including salaried emp)|$16.53 $17.20
Full-Time hours per year (40/wk) 2080 2080
Full-time equivalent positions 104 147

While actual positions can run from 7 scheduled hours per week to full-time salaried positions,
this weighted equivalency shows that the volume of sales at a new West End store will require
additional labor support effectively creating the equivalent of 43 additional full-time positions in
the co-op, paying an average wage of $17.20 per hour by 2020.

The store expansion provides GreenStar with the opportunity to reorganize its staffing structure
to better meet the needs of our ever-growing cooperative business. The creation of some specific
positions not in place now will support our new direction in marketing and administration while
allowing some positions to shed an unreasonable amount of responsibility at present.
Consolidating Administrative departments on site with Retail will be a boon in communications
for GreenStar. Critical support departments such as Human Resources and Information Services
will be more easily accessible by most staff. The consolidation will allow us to remove current
positions needed to keep our sprawled campus running and reallocate those labor hours to a more
productive contribution to our operations. For instance, we currently employ a staff person to
drive a forklift as well as at least one safety spotter to make daily trips back and forth from our
warehouse to the West End store. This will no longer be needed when receiving and storage are
at the same location as the store itself.

The Area Supervisors team is currently drafting and evaluating organizational structures to have
in place by the time we open our new store in 2020. We have worked with a number of co-op
consultants such as CDS to help develop what might work best based on models in place at other
large successful cooperative stores. Below is a draft of our current preferred structure as of
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January 2018. Note that this structure is still in research mode. The AS team’s goal is to adopt a
new structure by the end of 2018 and transition to this new structure by 2020. The majority of
changes to job descriptions occur at the Assistant & Manager level positions.

Proposed Org Structure 1/2818

DeWitt Mar
- .

replenishment Collegetown Mar
buying

Ops Director

|

Store team &
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buying
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Utilities replenishment buying
- Siore siaffing and
GERE customer svc
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Direcior

- Payroll admin - Cleaning staff
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POS Coord [ Coord }

- Stocking team & - Stocking team &
buying replenishment buying

Marketing & Owner
Services Director

Combined with

{ Produce Coord ]

Promotion organizing
Pricing Structure

Prep Foods Director
membership

Info Svc Director
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Foods Admin
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Management Production Coord
Product Mix

Management
Product Mix

ory
Management Mg

Product Mix

- Customer senvice
taff

S
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*Draft proposed 2020 GreenStar Organizational structure.

TIMELINE OF EXPANSION AND RELOCATION

The expansion and relocation of GreenStar’s West End campus is on an aggressive timeline with
a goal of opening its doors for business in December 2019. The primary driver of this timeline is
the fact that our current West End store lease expires in December 2019. While we may be in the
position to negotiate short term rent extension at our current location to avoid business
interruption in the transition to a new location, we are conservatively assuming this is not an
option. Thus, the timeline below outlines critical benchmarks to be met in the next six months to
actualize a December 2019 Grand Opening. A detailed timeline beyond six months has not been
developed at this point. Another critical benchmark to meet our end goal is the “fit-out™ date for
our new store. GreenStar operations needs a few months before the store opens to install
equipment, stock our shelves and test systems to prepare for a public opening. The current
benchmark for this “fit-out” period is to begin in September of 2019. This benchmark aligns with
the 6-month timeline below.
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GreenStar expansion of West End campus to 770 Cascadilla January 2018 through July 2018

GreenStar Spacific Benchmark

GreenStar & Organic Waterfront Collaborative benchmark

[ Jan-15 I Feb-1E T Mar-18 T Apr-18 T May-18 T I Jul-18
1/30/18-2/12]18 May
Feasabiity study is peer reviewed Design development
21318 June
] g to goto special Owner mesting 3/16/12 Construction documents
211318
NCG Risk Committes reviews proforma
318
Notice of Gwner meeting and vote is mailed
316/18
Spacial Owner/Msmbar mesting regarding membsr vote 1o 10 770 Cascadila St = and
Certificate Inc_to allow for the sale of investment shares to members
3f/18-331118
Owner voting period. Votes counted and published by 4/5/18
2/278.2/28 4/5/18
Staff feedback Mrg on expansion mestings Register Investment Share Prospectus with NYS
2/sj1e
Draft Lsase agresment betwesn GraenStar & Organic Waterfront
3/1pm8 April
Member feedback sessions Sign Lease betwesn GreenStar & Organic Waterfront
4/15/18-5/31/18
Expansion Capital Campaign for Owner Investment Shares
2/s/18 4/14/18 5/31/18-6/2/18
Draft Co-opto Co-opLoan NEG annuzl mesting solicit for Co-op to Co-opLoan  CCMA solicit for Co-op to Co-op Loan
2/5/18
Submit pre-appication for building permit to Ciey
211218
Pre-appiication for building permit mesting with City
21518
‘Apply for buiiding permit for building permit
2272018 3/27/18
Sketch plan Project Review with City 1
4/24/18 5/22/18 6/26/18
Hearing & Planni Final Approval Lst amempt Final Approval 2nd attempt

*draft timeline as of 2-5-2018
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7. SUMMARY OF FINANCIAL PROJECTIONS

The full proforma lays out our financial projections in detail. This feasibility study will address
the key metrics resulting from the pro forma. The estimates informing the proforma have been
obtained from industry professionals specific to the estimate provided.

The total project cost estimate is $6.67 million with a 15% overage allowance built in.
The proposed lease for our new location is triple net with GreenStar assuming property
tax fees. An abatement schedule suggested by TCAD is built into our pro forma and
essential to affordability of the project for GreenStar. Abatements will be passed directly
to our operating expenses.

The lease model assumes a preferred purchase from the Owners of 770 Cascadilla St.
after year 10.

Annual West End sales are anticipated to reach $18.6 million in 2019 prior to the
relocation. This results in $3,317 per retail square foot at our present location.

Projected first year’s sales at the relocated West End store in 2020 are $27.7 million.
Annual sales growth is anticipated to be about 9% for years 2 & 3 dropping to 6% in year
4 and remaining at 3% in subsequent years.

As part of this project we will sell our property at 700 West Buffalo.

After the mortgage balance is paid the cash from this sale will contribute to the expansion
financing.

Bank & Credit Union Financing are estimated to account for 11% of the project.

Owner purchased Investment Shares account for 37.45% of the project’s cost.

Other funding includes a USDA grant related to energy efficiency of the remodel, low
interest economic development loans, Co-op to Co-op loans and Owner equity drives.
GreenStar begins to show positive cash flow in year 2 & consistent profitability in year 3.
To avoid fiscal jeopardy Days of Cash on Hand should not drop below 14 at any point in
the project. Our projections assume the lowest point of Days of Cash on Hand to be 23 in
2021.

Debt Service Coverage Ratio should not drop below 1.25 to avoid fiscal jeopardy with
the exception of the first two years of operation.
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10 Year Projection- consolidated

GreenStar Cooperative Market

Expansion & Relocation of the West End Store

SCENARIO PLANNING - OUTCOMES Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
CONSOLIDATED

West End Sales $27,711,055|530,173,380(%32,758,504|534,606,420|535,644,613 (536,713,951 |537,815,370(538,949,831(540,118,326(541,321,876
Total Sales $33,584,951/536,291,154(539,065,662|541,102,793 542,335,877 543,605,953|544,914,132 546,261,556 (547,649,402 549,078,884
Operating Expenses $12,656,926|513,447,999(514,175,916|%14,724,302|$15,128,437515,567,767|516,019,217|516,483,173 (516,960,031 (517,439,004
Net Income (check) -$1,031,838] -5386,063 520,164 $339,816| $377,787| 5401,231| $429,179| $807,292| 5861,400) 5$930,443
Cash $2,309,737| $2,310,578| $2,816,189| $3,302,324| §3,820,716| $4,107,953| $4,575,644| $5,042,133| 55,560,747| 56,140,488
Total Cash Flow -5164,091 540,841  6545,611| 5526,134| 5558,392| 5$477,238| S$651,690 5644490 $690,614| 5745741
Current Ratio 1.89 1.85 1.99 2.13 231 2.37 2.55 2.67 2.81 3.14
Debt Service Coverage Ratio 0.21 1.28 2.83 3.77 4.01 4.18 4.35 5.26 5.48 5.76
Days Cash on Hand 24.92 23.32 26.68 29.85 33.56 35.05 37.93 40.49 43.38 46.53
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7. FINDINGS AND RECOMMENDATIONS

Based on our thorough analysis summarized in this feasibility study, it is recommended that
GreenStar proceeds with the proposal to relocate the West End campus store and operations to
770 Cascadilla street by December 2019. It is essential that Council and Staff encourage the
Owner vote on expansion and amendments to pass successfully. Owner purchased Investment
Shares are critical to funding this project. As the leadership team for GreenStar Council and Area
Supervisors we all need to contribute an extra effort to support the Capital Campaign running
4/15/18 —5/31/18. Community relations are key to the success of this project informing
GreenStar how it can best meet the needs of an expanded Owner base.Our product line must be
expanded to truly be an inclusive one stop shop as possible. Council and Staff need to ensure our
Product Line Policy supports this effort.
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