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Farmers anc ranchers ro produce organic procducts is greater than that of traditional food
products.” Furrhermore, the qualiry of organic foods is superior to those produced
through convenrional farming and ranching. Therefore, The Uiptown Market's business
strategy will be differentiarion—providing a unicque producr line to a varied customer
huse. The newly renovated, historteal building and knowledgeable, friendly staft support
the dillerentiation strategy of The Uptown Market.

Competitors

The competitors in the local market are copeentrated in national supermarket chains—
Safeway (svith two locations). Alhertsom’s and Wal - Mart. Several independent, locally
owned husinesses serve varions consumer hiches, including cthinic foods, vegetarian
foods and [resh meats. None ot these competitors oflers a signilicant anount of organic
products, and most offer none at all. With the exception of the tiny vegetarian mavket,
each competitor has existed for years, it not decades. Fach also has other flaws—all are
onrdated and worn; the smaller markets are cramped; and customer service is often poor.

Economics of the business

The hinancial analysis of The Uptown Market is promising, Based on likely financial
scenarios and estimates, the business will turn a profic of $48,849 inits [irst year of
operations. with profits ercasing to $144.233 by the third year of operations. Please
refer to Seerion 3 lor a complete Fnancial Analysis.

Proposed exit strategy

The Uptown Market will potenrially be alocally owned and eperated business for
decades with the Prigge family running the business in ownership and management
capacitics. However, once the business is established, it could be olfered for sale locally.
Perhaps other organic arocery srores, such as the Good Pood Store in Missoula, Real
Foods Store in Helena or Co-Op in Bozeman will be interested in buying or merging with
The Uptown Marker.

Proposed offering

Approxinately $437,000 of start-up capital is required. A major renovation will be
recuuired in order for the building at 43 East Broadway to house an organic market. Thus,
5250,000 of the start-up capital will be used to renovate the building, while the other
half will be used to purchase capital assets and provide initial working capiral. The
Uprown Market sceks equity imvestors for S100,000 of this amount. For a $10,000
ivestment, investors will receive two pereent ownership, yearly dividend distributions
and an optional $30,000 buy out in vear ten of operations. The Uptown Market also
secks bank loans for $200,000, with the building as collareral. The owners will
contribute $30,000 in cquity. The Uprown Market will qualify for approximately
S87.000 10 leans and granr funding through the URA.
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milk in all of its Unired Stares collechonses,” and Wal-Mart, the world's largest
company, now uuuca arganic products in some markets, although the integrity of those
goods is in question.” ltu! thermore, with the Food and Drug L\dmml.stl ation (FDA)
expected to approsve food [rom clened animals without requiring special labels within
the vear, demand lor organic items, which are clone-free, may increase even further.” The
cnvironmentally friend!y production of organics and increasing public concern over
alobal warming may also fuel Future grosveh in the organics segment.

Beeanse the demwand for organic goods ournweighs the available supply, suppliers of
organic goads are wowurlu] \ddmom]l} the dlfleCDth'[lUﬂ of inputs is high. Organic
ploduu is grown without the use of herbicides, pesticides or any ather sy nthctu
chemicals craditionally used to grow produce. Organice poultry and beef are raisec
narurally, without the use ol growth hormones, genetic engineering or antibiatics.
Alchough there are many national producers and supplicrs (i.c., Organic Valley Farms),
generally, and particularly in Nontanz, the concentration ot qupphus is low-—comprised
mainly of small family fwms and ranches, These smaller farms and ranches enjoy
cconomies ol scale, so the importance of volume is high, Finally, supplicrs ability to
[orward integrate to retail their organic products is very low, Therelore, supphu 8 are
powerlul in thg orgamic loods segment and can command premium prices tor their goods.
Plcase reter to Secrion 4.3 for mdustr;- analysis.

Consumers have high power with regard to bargaining leverage, because they make the
decision wherher to buy organie or tmdltmnal arocery goocls. Thcu perceived value of
the difference in quality I)Lt\\ cen organic and traditional groceries drives this decision-
making process. Therefore, buyer informarion ts an imporrant component and educating
the market about the benefits of organic products versus the pitfalls of traditionally
produced goods will be a signilicant hurdle in switching consumers to organic. At
prmm consumer information at the local level reg JI‘C]]D\’ organic goods is moderate.
Last fall. there was a front page article in the local newspaper, The Montana Standard,
regarding an organic p roduu supplicr in Whitchall, Moatana (13 miles cast of Butte) as
well as a leatured acticle in the Sunday lifestyle section about the benclits of organic tood
and the market trends in the grocery mdustr} With publicity and marketing, The
Uptown Market will be able to cducate a areater portion of the market suf Lc1ently to
induce consumers to switch to organic. Please refer to Scetton 4.3 for industry analysis
and Section 2.8.4 for advertising and promotional straregy:. '

Consumers in the gracery indunstry ace price sensitive, as demonstrated by continuous in-
store sales and weekly coupens. However, product differences are high between organic
and traditional guads; the impact on the quality of products is high: buyer profits with
respect to health and the environment are high; and decision makers’ incentives to
purchase organics ave high. Again, educating consumers about the benefits of organics

(Reuters) (20073 “starhueks nulk a demgabedy weed T Januy 1602007 Rerrdeved Februaey 30 2007 from
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3.4 Breakeven Analysis

Breakeven Sales - Fixed Costs / Gross Mazgin

Yearl Year 2 Year 3
Purely Fixed Costs” $75.134 $69,632 $63,799
Fixed Portion of Mixed Costs™ $239.532 $238,863 $242 349
Total Fixed Cost $314.666 $304,496 $308,148
Gross Margin 400% 40% 40%
Breakeven Sales Volume $790,479 4764931 $774,104
Breakeven # of Customers™” 507 450 496

* Purely fixed costs do not change, regardless of sales activity. UM's Hixed
costs are; Pre-QOpening Exp., Professional, Insurance, Utilities, Taxes,
and Interest.

“*Mixed costs have fixed and vartable componants. For example, labor is
a mixed cost, as employees must be onsire in order to run the business
but the store is able to send employees home if it is slow (or lay-off
ciployees). In this analyts, it s assumed 75% of mixed costs are fixed.
L M's mixed costs arc: Labor, Advertising, Store, and Misc.

"It is assumed that UM's average customer will spend $30 in the store
each weck for the year. Thus, BE/Customers is caleulared by dividiag
RE/Dallars by (30*52). Thus, in order to breakeven, UM must
average the customer levels above each wecek, Or, UM needs six
customers an hour to breakeven.

The Uptown Marker




3.5 Financial Assumptions

Income Statement:
Saley

Please vee sales forecases lorgrocery and cotlee sales i sections 3.0 08036 2 respeetnnddy

(-Dst_l'\!— (sl"ﬂ_{l& Sivk]

Based o estumared geess marma calculited msectien 310

Caloshaon peread <ales maltphed by (1 aravs maraind,

Pre Openrg | apenses

Fxpense Casg
I abor S6.300
ezl aed Professonal Fees S 300
[ Store E,\lm)——* 52300 |
S350

Labor € ooty
Pledse =eethe follow g table summarizing menthly wenes,
Class 3 of Loy, Woage s Lonrs Wage Cost | Tax Cost Mo, Cosi

Ovoper MNMoanager 1 S0 1405 303 54,392 S344 54,936
Bart-tas 1 SE6O0 URS) 3728 51,568 148 52016
heekers 2 SO U S0 45 318 S1,96E 5148 S2116
Procluce ] ST RS 321 52,294 $172 S2 468
B her 1 S8 00 S po 123 52624 197 2,821
Courtesy Clerk 2 ob A S 328 51068 S48 S2106
Tetals 415,416 $1,156 $16.572

*o ol Ympl the number ot employ ces needed rafulhit duties concuerently, Toresample,

Sy employ Tive part wime chechors, hue endy nwo wall ke reguired towork coneurrenily.
LA may emplay | t heed I By 11 jured to k th
W e hased onabeve mimimum woage p

*Taxes 7 ¥ wafvaee

*lours hased enmosthly Tieors, open ceelee hoars per day five days vweck. eloven hoars
perdas on the weekendedor four el fO2 3o LT 2y b 328
perdhy ontl kendelor | les f{12 <2yt 328)

Please see the [oflos e table cammarizies mont hiy hesclic cosrs

Cliss ot lanp | Ins Cose | Lployee | Laplover | UM s Cast
e anaacr 2 SEO0 ST ST 00 S840
RBarislas 3 S REANN S0 $1.260
Che kers 5 SR [ slsean S S2. 100
Produce 2 SA RIRTRERD ~1200 5540
Rut her 2 SEr SI20 0N sS40 S840
Courtesy Clork 4 S SR 200 SLERD
Torals $7.560

Fer ol Foip omal number ol empleyees anpay el

flos Cost eertimated northh cost ol headch mewacee peremployee, based
onactudl cost et Prigge and Oeren PC e curret simalb bustingcss policy
(S2 000 deduenible, 70 30 0o pay)

*rmployer ve Limployee Cost Sharing

Employee W
Enployer T

*LATs Cast employer portes muluphed by cunsber ol employecs

Towal T abor Casts

Woaacs

Benelits

Maonthlv ost 52
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Deareciation:
See depreciation schedule in seerion 3.1L
A ertising:

For the monthly costs, UM assuines the plan wiil consist of a mix hetween direct: mailings
and print acdvertising, current costs in Butte are as follows.

Medium Frequency | Cost/peried| Mo, Cost
Direct Maling Monthly $3500 $500
Newspaper Weeldy 5350 51,400
Yellow -pages Yearly 8130 $13
Total Manthly Cost $1,913

Lepaland Professiopal
Uplront legal and professional costs are docuinented in the sources and uses in section 31
Maomihly costs for this categery are based on cugsourving the aceounting wark to related
cotmpany Prigge and Otten PC. POPC monthly charge is below

[Monthly Fec | s7o |
Insurance:
Type Yearly Monthly
General Liabi_i_ity Nisurasce 52,000 blay
Insurance on Building $6,500 $342
Industry-specific $300 $42
Totad Monthly Cost $750
Store Expenses.
Type Mo. Cosﬂ
Register Tane 525 :[
Grocety Bags $150 _}
Pricing Stickers 323
Paper 520
Office Supplies $25
Coffee Supplies $50
Misc. $25
Total $320
Utilities:
Tyae Mo, Cost
Power $750
Water 100
Phone $45
Internet 550
Total 5945

*Garbage and sewer are included in property taxes.
*Pewer based on per-sguare foctage estimates
Misedlancous:
To aceount for any simall items mis<ed in the assumptions akove the following amount will be acceunted for:
|Misc | %250 |

Tnterest Expense:
Based on loan amortizzrion schedules for cach loan on sonrees and uses of funds table. Rather than including

the entive anartization tubles, the following rables average che interes: and principle per year, pet loau

Loan Loun Amnt| Term [nt Yr.1 Int. Yr 2 Int. Yr. 3 Prin. Yr.: Prin. Yr. 2 Prin. Yr. 3

URA Loan $55.873 6 $1.358 51,296 $1.0235 $3.629 TERY? 50152

Building Loan 200,000 30 $13.936 $13,789 $13.631 2,032 $2.178 $2.336

Totals 5255875 §15,4G4 $15.083 414,657 210,661 311,070 $11498

Year ] Monghly Averages $1.791 $1257 §1,221 $838 $923 $934
Property Taxes

Twa payments per year of 21% en an estimated $400,000 boilding (after remodel}.
Wﬁpﬂl’[y Taxes | $8.400 _l
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Balance Sheet:

Piviclends will e patd hascdon apereentage of e e

l‘\n ol fncone L ﬁ“ml

Year ) 2 i
Amons S22 54 FR0 ~FL0L2

Sources and Usces:
LR arang participarnan 1y 2

0TS LCHOr O 10k Tar e Pres cutelits of hearing,

I s, of the $230000 restardiion cosrs, it s estimated that one halfsill be eligible [or URA grane funding

Iligille Cosis S123.000
LRAGrant 32000

LRA Tans aee v arkabTe v voner upro s additenal 2670 ol the remaming non aperaring costs

Total Non operatine Costs T3S
leww URAGront {30000
Rentnning Newy ap. Coses 2IW3TS
DR Loan (Remaunimg = 10w 33473

: _—

Initial Inventory

Dinanccd viacAceounts Payable, coms 30 day

Total tial inveirory S 50000
Source funding Dl S
Accounts pavahle G S R

Cares and Hapdbaskers

Fsrimaee [rom o WL T Fearts com

Quanrity  Totd Cost

Carls 12 S 1400
Baskors 12 b HEY
< [,500

Financial Analysis
Perecntage of ow nership por SO0 [pvestment s cadenlazed as ollows
Teal Seurces ol fund- 5437875
Ovutsicle Tnyvestment (O »
O s Pereenr o Furding (POFF) REON

Total Osspership 2n
“o Retwaed for Sweat bgmry
o Avalable to Tnvestor {(PAT)

Total Owremlup 100" AN
PALE POT

Fach lovestor's Stake 2.000%

Thus, & SIG000 invesement buvs 2% of companr.
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3.6.1 Sales Forecast- Grocery Store

Custamers Per Hour, Per Day

1.4 110 L10 1.10 1.30 1.75 200
- Maonday Tuesday | Wednesday| Thursday Friday Saturclay Sunday
7:00 AM 5 6 6 6 8l w )
§:00 AM 8 9 9 0 12 14 16
9:00 AM 6 7 7 7 9 1] 14
10:00 AM 6 7 7 7 o ¥ 12
11:00 AM 3 & 6 6 8 1Q
12:00 PM 5 6 6 6 8 10
1:00 PM 6 7 7 7 o 11 12)
2:00 PM 5 6 ¢ 6 8 9 10|
3:00 PM 5 5 ¢ 6 8 9 10)]
4:00 PM 6 7 7 7 9 1l 12|
500 PM B 9 ) g 2 14 16
600 PM & 11 11 11 15 18 20
Total Customers 73 83 83 83 113 123 142
Avg Price/Purchase $30 $30 $30 $30 $30 $30 £30
[Daily Sales $2.250 $2,475 $2,475 $2,475 $3.375 $3.675 $4,260
Weckly Sales $20,985
Avg, Daily Sales $2,998
Customers/Week 700
*The sales figures in the income statement are arrived at by multiplying the average daily

sales by the operating days in cach period, then by a multiplier rhat accounts for seasonal and
event-driven Quetuations. The multipher for each period is listed below:
Sep Qct Nov Dec Jan Feb
125% 115% 93% 95% 85% 83%
Mar Apr May Jun Jul Aug
100% 90% S0% 100%
lst Quarter | 2nd Quarzer| 3rd Quarter
100% 105% 105%
lst Quarter | 2nd Quarter| 3rd Quarrer

Year Three | 110% 115% 120%
Thus, in September of year one average daily sales are projected to be: $3747 —» 52998 x 125%
The Uptown Market 16
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3.8.1 Cash Flow Statement- Year One

September

January Marvh April May July August Voear ] Total
Operactig Actnies:
et nome N3A08 =1.361 53514 $3.312 {53.918) $6,408 58,514 543,549
Depreciation 51,433 51453 51453 51,433 51433 51453 51433 517430
Chanpes i loventory {5130,000) 50 50 50 50 S0 50 {5130,000)
Changes in Payables $223,748 (535009 514,160 (57.866) SL770 $1.868 53048 560,965
Ner Cash From Op Acovities GTRLA8 (S3086) 524026 (53.102) {S653) $9,819 513013 (522,756)
f ingncug Actuvtties >0
Owner lnvestiment 550,000 550,000
JQurside lnvestment S100.000 100,000
Long Term Debr $255 873 525%.875
URA Gran: £32.000 532,000
Duvidendls {52,442) {52,442)
Current Portion of 1 TD {5838) {5388) (5888) (5848) {5888) {5358) (5888) (5388) (510661
Net Cash Fram Fin. Actwvities $436,987 (%388) {5388) {$368) (5388) ($888) (5888) (5333 $424.772
Investing
Capital Investment {5311,375) (S3L375)
Net Cash From lnv, Activities (5311373) (5314,375)
Increase/( Decrease in Cash) S204,280 ($3.973) 523238 ($3.990) {$1,384) S8,934 59 684 SB0.041
Cash ar Beginning ot Periad S0 554,960 547,356 STO39M 566,603 $72,026 580,957 S0
Cash at End of Peniod 5200 280} 300 985 S70.9949 SH6.603 SE5L024 SBOGST SO0 e4g] 300,641




3.8.2 Cash Flow Statement- First Three Years of Operation

Yearl Year 2 Year 3
Upcrating Actpvitics
N Income 548,240 S93 727 G144.233
Depreciation L17 430 L7 430 S17. 430
Changes in lmventony (5150.000) {54,500 ($4.633)
Changes in Payables S60.065 L1686 46,719
Ner Cash From Op. Activities {322.756) SO, 340 S163,747
Financme A nvirics
Owner [nvestment 530,000 <0 S0
Ouestde Invesement S100,000 S0 S0
Long Term Dehe $257.875 S0 S0
LRAGrant £32,000 S0 SO
Dividendds (532,442) (54,780) (37.212)
Current Portion of 11D (S10.661) ($11.070) ($11,498)
Net Cash From Fin, Aceivities S424772 {515.856) {$18.710)
lnvesting
Capital Tnvestment (3311,379) &0 S0
Net Cash L rom Inv. Activicics (5311,373) 50 S0
[ncrease/(Decrease in Cash) 590,641 594,492 3145038
Cashae Beginning of Period 50 590,041 583,134
Cagh at End of Periad 590,641 S185.1 34 $330,171

The Uptown Macket
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