Section One

Background, Experience, and Financial Capability

Proposal by Chocolate Enterprises Airport for Single Unit Package 15

A Rocky Mountain Chocolate Factory is proposed — these are the refrigerated and lighted candy display
cases and wall graphic panel currently in new designs in the maple wood.
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1. Meet or Exceed the Minimum Requirements from the CEP

a. Eighteen months’ experience — The proposed Rocky Mountain Chocolate Factory will be
owned and operated by the same owners (Sandi Fein, Kenneth Fein, Carolyn Fein, lan
Halcott) that have owned and operated the downtown Seattle location near Pike Place
retail Rocky Mountain Chocolate Factory for the last 18 years continuously and in the
same location. Our store at 1419 1** Avenue has become a bench mark location for the
Rocky Mountain Chocolate Factory system, and is currently ranked as #2 in the system
for 2015 for gross sales. The store is 2200 sq ft and is currently doing $1.2M in annual
sales. Management of this size space is a challenge but the sales results speak for our
presentation and customer service being at the top of our trade group. This size, sales
volume, and experience level provide us the base to support this proposal for the
Airport. All the owners have previous retail experience as well in both Rocky Mountain
and other businesses (retail camera, retail and manufacturing of motorcycles and parts,
retail direct farm marketing and farmers markets, personal chef enterprise). Between
us all, we have 140 years of experience in retail problem solving, sales improvements,
customer service, employee management, and security that we will bring to the Airport
location.

b. Financial Capacity — Establishment of the Rocky Mountain store in the airport will have
an actual cost very close to the minimum set by the Airport of $350/sq ft, which is
approximately $330,500 for the proposed use of Single Unit Package #15. Financing will
come from a combination of current income from the Downtown store (the downtown
store is projected to net $215K before income taxes in 2015). We will have money from
this location in 2015, 2016 and the better part of 2017 to invest in this airport project.
In addition, the owners have $310K cash value in life insurance that has been tapped
and repaid several times for building out or remodeling Rocky Mountain stores. The
owners combined also have liquid assets in stocks, bonds, and mutual funds of close to
$1.2M. And the owners combined have $430K in equity in real estate that could be
used to fund the enterprise. We have discussed the project with our local banker
(manager of the Key Bank branch listed in the references below) and she suggests an
SBA loan to somewhat separate the business from our personal finances (we members
would all co-sign for this loan personally). Between Key Bank and US Bank we also

maintain a credit line currently completely available at $65K. Sufficient resources are
readily available for the buildout and operation of the Airport location.

¢. Default and Termination History — none.
2. Legal Name and Address — the name and address of the business is:
Chocolate Enterprise Airport, LLC
Dba, Rocky Mountain Chocolate Factory
1241 Nelson Road, Granger, Washington, 98932
Office Telephone 509-854-2626
Cell Phone, Sandi Fein, General Manager, 509-830-1413
Email address: Sandi@CENW-Cl.com
There is no website at this time.



3. Business Entity — The ownership of the proposed Rocky Mountain Chocolate Factory retail store
is an LLC owned by;
i. Sandi Fein, General Manager, with 28%, at 1241 Nelson Rd, Granger, Wa. 98932
ii. Carolyn Fein, Assistant General Manager, with 26%, at 5410 Huasna Townsite
Rd, Arroyo Grande, Ca 93420
ii. The two women members own 54% of the LLC, and they run the company,
every day
iv. lan Halcott, member, with 23%, at 5410 Huasna Townsite Rd, Arroyo Grande, Ca
93420
v. Kenneth Fein, member, with 23%, at 1241 Nelson Rd, Granger, Wa. 98932
vi. The husbands help with maintenance, long term planning, store visits, and
training.
The Articles of Incorporation are attached at the end of Section One.

4. Sources of Funding

Financing will come from a combination of current income from the Downtown store (the
downtown store is projected to net $215K before income taxes in 2015). We will have money
from this location in 2015, 2016 and the better part of 2017 to invest in this airport project. We
are allowing $50K per year for a total of $150K. In addition, the owners have $310K cash value
in life insurance that has been tapped and repaid several times for building out or remodeling
Rocky Mountain stores. The owners combined also have liquid assets in stocks, bonds, and
mutual funds of close to $1.2M. And the owners combined have $430K in equity in real estate
that could be used to fund the enterprise. We have discussed the project with our local banker
(mgr of the Key Bank branch listed in the references below) and she suggests an SBA loan to
somewhat separate the business from our personal finances (we would all have to co-sign for it
personally). Between Key Bank and US Bank we also maintain a business credit line currently
completely available at $65K. Sufficient resources are readily available for the buildout and
operation of the Airport location.

To summarize: Assets available to fund the Airport location -
Current Income from Seattle Downtown store $150K

SBA Loan —proposed $150K
Life Insurance Cash Value $310K
Liquid Stocks, Bonds $1,200K
Real Estate Equity $430K
Total $2,240K

5. Employees

We currently have no employees assigned to the Airport location. Our downtown store is
seasonal to some degree and has highest employment in the summer. At the peak we employ



20 to 25 staff at the downtown store, including a Manager, Assistant Manager, Production
Manager, Closing Shift Lead, sales associates, and production (Manager, cooking and decorating
assistants). Over our previous history downtown, we always used full time staff. We tried to
hire many of the seasonal staff from situations that we and they knew would take them to new
situations at the end of summer (college students being a big part of this). With the arrival of
the increased minimum wage we are working to keep staff productivity as high as possible while
providing the customer service we know optimizes sales. We anticipate advertising for part
time help this coming summer in hopes of finding employees with a matching part time desire in
an effort to help with that productivity issue.

At the Airport’s location, we understand the logistics for the employees of getting to work and
getting home, as well as the Airports stated goal of encouraging full time employment. We will
employ most if not all of the staff as full time. We also know how long customers will wait for
one clerk to wait on them if we are short staffed (about 10 seconds and they leave mad). We
have a goal of greeting and offering a sample to every customer. We balance that with a goal of
paying all the payroll, rent, taxes, and vendors. Currently we anticipate that our staffing
requirements will be in the range of 15 to 20 employees at the airport location to cover the
hours open (6 AM to 10PM +/-), 7 days a week operation, the expected business volume, and
the logistics of restocking. We have experience with a business entity that was open for
business 24 hours per day, 365 days per year (a Comfort Inn Hotel that we recently sold after 20
years of ownership). We understand the departure volume in the morning, and we also
understand the somewhat seasonal summer and holiday peaks. By the time we open we will
have a pretty good idea of what is needed exactly and have the staff in place to accomplish it.
This will be adjusted as we gain further experience in sales rates over the different times of the
day, days of the week, and seasons.

Brief History of the Business

The Rocky Mountain Chocolate Factory has a history in the USA going back to its founding in
1981. We have been involved with it for approximately 25 of those years, and 18 of them in the
downtown Seattle store. The downtown Seattle store is owned by an LLC also, Chocolate
Enterprises Northwest. The Airport entity is named Chocolate Enterprises Airport, LLC. These
businesses and the owners have not been involved with any lawsuits or bankruptcies.

ACDBE Certification - We are currently seeking certification with the State of Washington. The
application was submitted by mail on January 22 of 2016. Regardless of the outcome of that
application, this business is and will remain a 54% women owned business enterprise (see Part 3
above), it is women operated, it is a small business as covered later in this proposal, it is locally
owned, and it is a landmark near the downtown Seattle Pike Place market.



8. Operating Experience with the Rocky Mountain Chocolate Factory

a.

Number Years Downtown Seattle — 18 years. Serving approximately 120,000
transactions per year most recently. Typical transaction is accompanied by 3 people so
traffic though the store in 2015 will be approximately 360,000 people.

Number of locations currently in operation by Chocolate Enterprises Northwest, LLC and
concept experience - 2 locations currently being operated with one near Pike Place and
the other in Pioneer Square. Specific experience with the Rocky Mountain concept goes
back to our first opening in 1992 in Zillah, Washington. This location was closed and
moved to our current location in downtown Seattle in 1997. In many small ways over
the years, we have helped the Rocky Mountain concept become what it is today. We
developed many of the original sugar free offerings that are now in all the stores. We
have received corporate awards for excellence in store made product, and overall
conduct of operations.

Relevant current Operations — Our two existing stores in the downtown market. At Pike
Place our store has 2200 sq ft and $1.2M in sales in 2015, $1.1M in 2014 and $1.0M in
2013. The average transaction is $10 to $11 depending on the season (Christmas and
Valentine’s Day are higher); the rent is $10,000 per month with a 6% percentage rent
that becomes applicable in the summer high season months for an additional $1500 per
month; we have approximately 5 years left on our current renewal (was an 8 year
extension in 2012), was originally signed in 1996; capital investment includes a $40,000
build out, a $75,000 set of original FFE, plus refurbishments over the years of practically
every item in the store including the floor, the wall coverings, the graphic panels, the
menu boards, the back counters, all the refrigeration equipment, the candy display
cases, the packaged goods display units, the tables and chairs, the lights — much of this
was replaced several times.

1. Our challenges at this store include efficiency of the cash register
stations , merchandising the large space, and balancing the staffing
levels to provide the best customer service for the high season every
year.

2. We have improved employee retention by offering a 3% matching IRA
Savings Plan, a 2 week paid vacation allowance that can be cashed in on
request in lieu of the safe/sick program as allowed by the city, and
Medical Insurance 75% paid by the business. We also try to be a little
higher than minimum wage (which is going to $15.00 per hour in
downtown January 1 of 2017, similar to SeaTac). We do not have an
employee retention problem.

3. The Pioneer Square store is a newer store with the newer maple fixtures
overall but is challenged by a lower foot traffic count than the Pike Place
store. Another challenge at the store is matching the staffing level with
the customer transaction rate. The rentis a little less than half of that
at Pike at $4800/mn. We have asked the Landlord to market our spot
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and when he has a replacement to let us leave the space. We all signed
such an agreement. We will move this franchise to the Airport.
d. Landlord information:
1419 1% Avenue near Pike Place: Landlord is UNICO, 1215 4™ Ave, Unit 600, Seattle, Wa
98161, phone 206-628-5067, contact Vicki Fehl.
95 Yesler — Pioneer Square: Landlord is Samis, 208 James St #C, Seattle, Wa, 98104,
contact Michelle Cheung.

References

Banking Reference: Karina Bazaldua, Branch Manager, Key Bank, Zillah, Wa branch. Phone 509-
829-5200, Address, 100 7™ St, Zillah, Wa, 98953. Airport deposits and vendor and payroll
payments will be made through Key Bank to this branch.

1% Business Reference: Casey Crail, Rocky Mountain Chocolate Factory Field Representative,
970-799-4973, 265 Turner Drive, Durango, Colorado, 81303; or for accounting information, 970-
259-0554, Donna Martin, same address.

2™ Business Reference: Food Services of America, P.O. Box 34006, Seattle, WA 98124,
(425)251-9100, Attn: Kevin, Credit Dept.

3™ Business Reference: Bakemark, P.O. Box 37, Pico Rivera, CA 90660, (206)768-2430

4" Business Reference: Guittard Chocolates, P.O. Box 39000, San Francisco, CA 94139-0001,
(800)468-2462 Ext 247, Attn: Donna, Credit Dept.

Balance Sheet and Income Statements

The company is a new enterprise so there is no financial history. We have attached to this
Section One the Financials that we submitted with the ACDBE for the 4 owners. Members (and
their principal occupation) of the LLC as listed in the formation documents (attached) are Sandi
Fein, General Manager of Chocolate Enterprises Airport and Chocolate Enterprises Northwest;
Carolyn Fein, Assistant General Manager of Chocolate Enterprises Airport; lan Halcott,
Motorcycles and parts manufacturing and retail; Kenneth Fein, Retired Engineer. Both lan and
Ken will be assisting as requested on matters such as training and maintenance.

This is the 5" page of text not counting the cover page to this Section, of 5 allowed.



Section One Attachments:

1. Photographs —requested in Part 8.
Articles of Incorporation for the LLC — requested in Part 3

3. Net Worth statements for the members of the LLC — requested in Part 10 — taken from the
forms submitted with the ACDBE

4, Resumes

1. Photographs

The apple radius that displays the gourmet caramel apples that will be made fresh as often
as daily (as required) in the store for the customers to watch. One of our owners is on the left. This
fixture will be a prominent feature at the Airport.




A closer view of the inside Apple Display fixture (top) and the window display (bottom). We typically
stock 800 to 1000 apples that have been hand dipped with store made caramel on display at the Pike
Place store. At the Airport we expect to have room for a window display in the cooking area and a
fixture like this one near the cash register stations. We should have room for 500 apples on display in
the retail area at the airport for an impressive presentation.




Two views of our Packaged Gift Display fixtures — our boxed chocolate display — prepacked and ready to
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Our business is also to sell “fun” — this is a fudge mountain. We gave away % pieces with a purchase.
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A typical candy case. We keep the cases full and offer samples.
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Customer service is always one on one as we pull each item from the case that the customer is shopping

from.
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