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FA Boar d of Directors Meeting
Tuesday, August 19, 2008

Board Members present:  Chris Bentley, Liz Kdly, Fred Heil, Camille Freitag, BettinaSchempf, Larry Plotkin,
Rebecka Weinstei ger
Board Members absent:  Toni Hoyman, Greg Alpert
Staff present:  Michde Adams, Donna Kaiser, Jacqueline Smith
Board Advisor: Marcia Shaw, Judy Forgey
Owners present:
Guest presenters:  Ray Cihak, Attorney; Stephan and Eric Smith, Progressive Design Builders
Scibe  Cldre Pae
Handauts: Summary of Ray Cihak’ s presentation

Boad Advisor, Marcia Shaw, opened the Board meeting a 6:30pm.

| Owne Comment: none

[ Presentation by Ray Cihak, Attorney at L aw: Fiduciary Responsibility
Ray Cihak gave a short presentation to the board about their powers and responsibilities Some of the points he
highlighted incuded:

e Boads are given the power to direct management of the business and &ffars of the Co-op, and are expected to
perform this duty with due care as an “ ordinarily prudent person in alike position would exercise under similar
cdreumstances....” Thelevd of diligenceis situationd, i.e. if thereis aknown risk (such as aknown
embezzl ement) then the board would be expected to be more diligent. Decisions do na have to be pefect, but
have to be reasonable. Decisions are protect ed by the Business Judgment Rue. Outside consultants and
experts, senior management reports can be rdied on for input into decisions.

e Adopting good internd controls and policies isimportant.

e Personnd policies —what isexposure for the Board in weighing inon personnd issues? If it is agood fath
effort and you are following board policies then your actions will beappropriate in examining a personnd issue
T he biggest danger is for a board member to get caught up in an issue that might bemore efficiently handled in
another way, as through a grievance procedure.  Appropriateness of board involvement in personnd issuesis a
hotly debated subject and opinionsvary. Levd of involvement issituationa. If there are wide-scd e employee
problems, involvement is gppropriate.

e Boards need adear policy on how to handle conflicts of interest. Thisismostly a concern where there are
employees, or professionds potentidly providing services to the Co-op, serving onthe Board.

e Emall retention — think of it as overal document retention and should be a part of a comprehensive document
retention policy. Thereis abdance between retaining too littleand too much. What about emails which lead
to adiscussionand adecision? The pubic entity“ open megting” laws do not goply, urless we adopt a policy
that might state a requirement for them to gpply.

e “Nonprofit Corporations in Oregon” is abook that does not necessarily apply to co-ops, but has good
information on director ligbility. It islikdy in thelibrary and could be a good reference.

o |ftheBoad is concerned about information leaving with a board member leaving, they could adopt a policy
about wha information needs to be turned in.

e |fdisdosureis not forthcoming and adecision ismade, then the drector will have a problem only if the
transaction was unfair to the Co-op. The burden is onthe director to disdose aconflict of interest, not onthe
other board members to ferret it out.

Il Approval o Consent Agenda:

Motion 8-2008 (#1) approval of July Board meeting minutes, August Board agenda, committee meeting reports,
calendar and timdine Board, Status d Owner Comment Responses, Approval of Responseto Max Jones, Ends
Statement Report by GM, GM Report on L5 and GM report for August. Chrig/ Fred 7-0-0 Motion passes.

v Announcements and Affirmations:

e Madawill begoing to Sacramento. Rebeckais considering going.
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e Chris— Endspolicy sheet protectors were passed out.

e Camille— spokeabout the GM Compensation process article that was handed out with the packets. The
discussion should be to cometo a consensus to use the process, not necessarily to do theactivities & thistime
Chris sad that the previous Board had gpproved the process, but new board members should advise if they have
aconcern with usingit.

e Mardais on another Board that uses policy governance, and she has some bookletsthat shethinksthe Co-op
should purchase. Thefirst three are on linkage, monitoring reports, and board sdf-evduation.

Motion 8-2008 (#2) toauthoriz purchase of the Pdicy Governance booklets. Chris/Rebecka 7-0-0 motion passes

Vil North Store L ease & Expansion Project

Donna K. gave abrief photo presentation on Market of Choice in Eugene.

VI Request to Authorize use of Owner L oans

Michde asked for authorization to use specific owner loans for the expansion project. An SEC filing takes six morths,
but this does not have to be done aslong as a potentid loaner/owner has a net worth of $1 million or an income of at
least $300,000/ couple or $200,000 per individud. They haveto signan affidavit to this effect. Theinterest rate
would be more than wha would be paid on aCD, but not as much as what we would have to pay for abank loan. Six
percent was what was decided on for one prospective owner loaner. 7.2 —8% are wha norma construction loan rates
areright now. Theterm of the"interest-only” oans with annua interest payments would be ten years with a baloon
payment due a the end.

Motion 8-2008 (#3) to authorizthe GM to use owner loansfor the north store expanson project, not to exceed
$200,000 in loan amount for any one owner. Fred/Liz 7-0-0 Motion passes.

I X Virtual Tour: North store expanson:

Stephan Smith and Eric Smith, Progressive Design Builders, gave avirtud tour of the proposed north sore expansion
plans.

IX Request from ORC: Proposd tohavea trial run for sending owner packets by email (Rebecka)

Rebecka expl aned that the ORC had discussed the desire to save on the amount of money spent to send out owner
packets. Thiswouldbeatrid run. Owners would gill be given the optionto have it sent through the post office instead.

Points were made that dividend checks as wdl as balats could nat be emailed. Rebecka agreed that information that
could be emailed would be extracted from tha which cannot.  Owners would be encouraged to reed the information on
line and not to printit, thereby saving paper.

Motion 8-2008 (#4) to approve an educationa campaign and pilot project to accomplish areduction in amount
of money gent to send cut owner packets. Rebecka/Chris. 7-0-0 motion passes.

X Status of project and pro-formas for North store—

Jacqudine explained the pro-formas she sent out rdaing to various scenarios that could pay out with expansion of the
north store. Thefirst scenario (the most likely) indudes having an expanded north store opening in January 2009
(though itis likdy that the opening will not happen as soon as this). The pro-formas are based on Market of Choice
opening in January 2010. T he next three scenarios show a“ worse’ case (with Market of Choice having a grester impact
on sdes); a“ best” case (with expansion but Market of Choice deciding not to open anew store); and a“ worst” case (no
expansion and Maket of Choice opens a new store).

Thereis an assumption that the south store will suffer some with the first three scenarios. Wewill lose upto $4 million
in 2011 withthe“worst” case scenario, though the debt-to-equity ratio is better. Each scenario has a two-page backup
financid andyses backup.
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Larry spoke on behd f of Finance committee and said that their condusion was that somewhere between $650,000 to
$750,000 isamore gppropriate levd of financing for the project, rather than the $500,000 origindly gpproved by the
Boad. Sincelast month, amore detailed ligt of costs for the expansion shows tha the $500,000 would be quickly
exceeded and that the amount needed in redity is gregter than tha amount. Michde sad tha shewill doit for whatever
amount the Board gpproves. Ifit islessthan $750,000 she would then expect to be asking for more in subsequent years,
with the result of having to dsrupt gore operations for improvements aong the way, something over which many
customers have expressed concern.

Bettina said tha the compari sons of saes per square foot were hdpful to her, and gave her a comfort leve.

Chris refarred to the itemslisted under “ pie inthe sky” idess, and suggested that hiring an architect to design the soreis
not pieinthe sky. Workingwith an architect can save more money especidly with aproject this complex. One can end
up with abetter product.

Lary sad he would fed uncomfortabl e about anything that might be“topflight.” He does not think the owners would
want the co-op to be likethe Market of Choice flagship stores. He dso said that Finance committee had some issues
with how things were scded with the margin. Jacqueline said she had forced some of the numbers, i.e. assdes dropped
eech pro forma has a forced percent age for other operating expenses as a percent of sdes.

Motion 8-2008 (#5) to gpprove abudget of $650,000for the North store expansion project. Fred/ Larry

Liz would prefer to have alarger anount, more in the area of $750,000.

Marcia asked the Board if they fdt it was ther busness to specify hiring an architect. Chrisand Liz were supportive of
this being the board’ s business Larry said another option would beto have another mation approving the $750,000
amount, contingent on review by an architect. Bettina said she was comfortabl e with the $200/square foot amount and
did not believe an architect was necessary. She was comfortable with $650,000. Camille said alot of work has gone
into this and she does not support $650,000 because it undoubtedly will cost more. We would likdy be faced with
another request, which will be necessary for a functiona store. Rebecka said she wants Michd e to have enough to be
ableto do agoodjob. Jacgudine explained tha the $750,000 does not include the costs of increased inventory.
Inventory growth is shown as more subgantia in 2009.

Chris suggested that they might need to consider the other agendaitem for purchase of property in tandem with this one
Consensus was to consider them as separate i ssues.

Vote on Motion 8-2008(#5):  1-4-2. Motion fails

Motion 8-2008 (#6) to goproveabudge o $750,000for expansion, and ask the GM toperform a request for
proposalsfor architectural services. Bettina/Chris. 6-1-0 Motion passes.

XI Executive Session — Property Purchase Consideration/Update
(See separat e document/page for Executive Session minutes)

Meeting Adjourned: 9:30pm



