COUNTY OF ULSTER

OFFICE OF ECONOMIC DEVELOPMENT
P.O. BOX 1800, 244 FAIR STREET
KINGSTON, NEW YORK 12402

MICHAEL P. HEIN
County Executive

Telephone: 845-340-3556

Fax: 845-334-5724
SUZANNE HOLT
Director

To: James Maloney, Chair
Members of the Ulster County Revolving Loan Fund Committee

From: Tim Weidemann, Senior Economic Developer
Re: Request to Refinance Loan to Bread Alone

Date: February 9, 2018

Loan Summary

Borrower: Bread Alone, Inc.

Origination Date: 7/30/2013

Loan Amount: $300,000 (USDAIRP and CDBG funds)

Term: 20 year amortization, 5 year balloon

Interest Rate: 4.0%

Monthly Payment: $1,817.94

Use of Proceeds: Capital Equipment (sewer connection and pumps)

Collateral and Guarantees: Commercial ovens at 3962 Route 28, Boiceville;
Personal guarantees by Sharon Burns-Leader and Dan
Leader

Job Creation: Maintain 42 full-time and 36 part-time jobs; create 6 new
full-time jobs over five years

Background

On July 30, 2013 the UCRLF originated two loans to Bread Alone as part of a
combined financing package to purchase capital equipment and renovate their building
in Lake Katrine. The total loan amount from the UCRLF was $300,000.

According to the terms of the loan agreements, the loans were to be repaid
based on a 20-year amortization schedule, at an annual interest rate of 4.0%. The loan
is subject to a balloon payment five years after the origination date, which will be due on
August 31, 2018.

Though the company has occasionally missed the due date of its monthly
payments, it has always made up those payments and has paid off all accrued interest
and late fees.
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Refinancing Request

The company has requested to refinance the remaining balance for a new term
of 10 years from the new closing date, at the same 4.0% interest rate.

Assuming a closing date of 4/30/2018, the remaining principal balance on the
company’s two existing loans would be $ $249,733.16. At an annual rate of 4.0%, for a
term of 10 years, the new monthly payment would be approximately $2,528.

By refinancing this loan, the UCRLF would forgo the collection of a one-time
lump-sum payment of the remaining principal, which is due by 8/31/2018. In return, the
UCRLF would receive a 1% closing fee of approximately $2,500 and would collect
monthly principal and interest payments of $2,528. Over 10 years, this new loan would
provide a total of approximately $53,000 in interest payments to the UCRLF.
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Loan Committee Report Ulster County Revolving Loan Fund Yoga Vida LLC

1.0 APPLICATION SUMMARY

BORROWER Yoga Vida LLC
Michael Patton
44 St Marks Place, Apt 2
New York, NY 10003
717-418-1991

LOAN AMOUNT $100,000

RATE 4.0% TERM 7 years

LOAN PURPOSE Purchase and renovation of commercial property, plus related costs

USES\SOURCES UCRLF Newtek (SBA Equity Total

Guaranteed Loan)

Buildings (acquisition) $100,000 $2.,000,000 $900,000 $3,000,000
Buildings (renovation) $- $- $411,500 $411,500
Furniture & Fixtures $- $- $250,000 $250,000
Professional Fees $- $- $30,000 $30,000
Working Capital $- $- $25,000 $25,000
Soft Costs $- $- $75,000 $75,000
TOTAL $100,000 $2,000,000 $1,691,500 $3,791,500
Participation 3% 53% 45% 100%

SECURITY A) Second mortgage on commercial property located at 895 Lundy Rd

B) Second priority security interest pursuant to Security Agreement and
UCC-1 filings on all furniture and fixtures
C) Personal guarantee by Michael Patton

JOBS Current FTEs Retained FTEs New FTEs (by Year 3)
30 30 8

CASH FLOW SUMMARY 2015 2016 2017 2018 2019 2020
Net Income $372.334 $(65.251) $114.612 $113.212 $152.694
Adjustments to Net Income $(220,931) $(105.119)  $132.202  $(414.733)  $364.370
Cash Increase/(Decrease) $151,403  $(170,370)  $246,813  $(301.521) $517.064
New Debt Service $(161,403) $(161.403) $(161.403) $(161.403) $(161.403)
Cash Flow Mal‘gin $(10,000)  $(331.773) $246.813 $(462.924) $355.661
Cash Flow Coverage Ratio 0.94 -1.06 1.53 -1.87 3.20
Rating I
COLLATERAL SUMMARY Asset Prior Available Adjusted Coverage Rating

Value Liens Value Value Ratio

$3.250,000 $2.000,000 $1.250.000 $850,000 8.50 A

NET WORTH SUMMARY Assets — Assets — Liabilities = Adjusted Loan Rating

Stated Adjusted Net Worth  Amount
Value Value
$3.306,000 $714.000 $0 $714,000 $100,000 +
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Loan Committee Report Ulster County Revolving Loan Fund Yoga Vida LLC

2.0 PROJECT OVERVIEW

Yoga Vida LLC is an established NYC yoga and wellness company with over 25,000 active members.
The Company has been in business for over 8 years. Their vision is to build and serve their community
by creating a one-of-a-kind wellness center at the Lundy property, complete with 3,000 sq ft
greenhouse and 4 acre garden to provide guests a true farm-to-table experience.

The Company has placed a $600,000 deposit on the property and completed all due diligence:
environmental inspection, property inspection, town approvals, etc... They have secured a loan
commitment from Newtek Business Services, a national lender based in New York City, under the
SBA 7(a) Loan Guarantee Program, and are awaiting confirmation of SBA approval. Meanwhile, they
are in discussions with local banks and hope to secure a traditional construction loan on more favorable
terms. They have a final close date on the property of March 15 at the very latest.

The Company is pursuing all possible sources of capital and the $100k low-interest loan requested
from the UCRLF would provide them with the final source required to close on this property by March
15®. Should this loan not become available, it’s very possible the Company would lose their deposit,
which is likely to result in the termination of the project.

The project has the ability to provide tremendous value to the local community in a myriad of ways.
According to Michael Patton, the primary shareholder:

o We’re plugged into a robust community of wellness and outdoor enthusiasts in NYC and will
mtroduce ~1,000 new people to the area every year, which drives revenue and attention to local
businesses.

¢ Our B&B may serve as a housing option for local guests seeking accommodations for weekend
events not associated with our facility (ie: weddings, etc...).

e In 2018, we will source local organic produce from nearby farms to feed our guests. We’ll
likely supplement our farm’s produce in 2019 with local farm produce and propagation as well.

o We work with local professionals: Scott Dutton, Mike Moriello, Paul Kellar, Patti Brooks, Paul
Andreasson (Inspection), Chazen Environmental, Rian Bradley. And we’ve only just begun.
We intend to make continued improvements to the property and improve/expand the housing
accommodations over the next 5-10 years.

o We’ll hire local labor for:

o Grounds maintenance

o Facility maintenance

o Hourly labor for cleaning, food prep and hospitality
o Hourly labor for agriculture

o We’ll partner with local transportation companies to help our guests reach the property from
public transit stops (Poughkeepsie train station, New Paltz bus station).

e Local stores and services will get a lot of business from us and our guests: gas stations, fuel oil,
propane, grocery stores/wal mart, etc...

The project budget of $3,791,500 includes the purchase price of the property and existing buildings
($3,000,000), plus estimated renovation costs of $411,500, which includes the following
improvements:
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Loan Committee Report Ulster County Revolving Loan Fund Yoga Vida LLC

e convert MB closet to full bath e install 3 bay sink

e convert Bedroom to bathroom ¢ sand floors, replace siding

e convert top of stairs to bedroom ¢ sand floors, repair floors

e add 3 bay sink e repair and replace siding

e add bathroom next to existing bathroom e solar panels

o install boiler propane gas line e conduit

e glass wall between kitchen e drainage,floor paint, wall paint
e install commercial dishwasher e 2 walk in coolers

o install combi oven with steam

In addition, the project includes a budget of $250,000 for new furniture and fixtures; $30,000 for
professional fees such as attorneys, engineers, and architects; $25,000 for working capital and
contingencies; and $75,000 for closing costs.

According to the Company’s projections, new operations at the Lundy Road location will generate net
income of $176,767 in the first year of operations, and $364,370 in the second year. The Company
stresses that these are conservative estimates, and given the range of programs and price points it plans
to offer, as well as the built-in customer base represented by its 25,000 active members in NYC, it
appears likely that income will exceed projections.

At its February meeting, the UCEDA Board of Directors authorized an award of $21,040 to Yoga Vida
LLC under the Ellenville Million Economic Development Fund program. A contract is being
developed, which will indicate that the award is contingent upon the completion of the property
purchase and is subject to recapture if the Company does not meet its stated employment goals.
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Loan Committee Report

Ulster County Revolving Loan Fund

2.1 Description of the Company and the Principals

BORROWER NAME: Yoga Vida LLC
ADDRESS:
PHONE #: 717-418-1991

TAX 1D#: N

Organizational Structure:

Name:
Address:

Phone #:

SS#:

% Owned:

Title/Role in Business:

Limited Liability Corp

FAX #:

Borrower Size:
Including
Affiliates

2.2 Owners and Key Management

Michael Patton

44 St Marks Place
Apt 2

New York, NY 10003
717-418-1991

I
Managing Member

2.3 Company Operations

Chris Woods
47 Millard St
Fairfield, CT 06824

203-505-1256

Director of Operations

Yoga Vida LLC

44 Saint Marks Place, Apt 2, New York, NY 10003

Robert Lindsey

224 E. 11™ St

Apt 14

New York, NY 10003

Director of Philosophy

See the Company’s UCRLF Application, Exhibit E — Context for a full description of the Company’s

history and Exhibit F for more information about key management personnel.

3.0 PROPOSED USES OF FUNDS

The Company proposes to use funds from the UCRLF to contribute toward the purchase price of the
property. Additional funds for the purchase will be drawn from the Company’s Newtek SBA loan, cash

on hand, prior deposits, and additional paid in equity.

Uses of Funds

Uses Amount
e -
Site improvements $0
Buildings (acquisition) $3,000,000
Buildings (renovation) $411,500
Furniture and Fixtures $250,000
Professional Fees $30,000
Working Capital $25,000
Soft costs $75,000
Total Uses r $3,791,500

FinancialAnalysis_YogaVida_FINALXxIs
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Loan Committee Report Ulster County Revolving Loan Fund Yoga Vida LLC

4.0 PROPOSED SOURCES OF FUNDS

The Company is seeking funding from two sources, including the UCRLF and a commercial lender. A
commitment letter from Newtek, under the SBA 7(a) Loan Guarantee program, 1s included in the
application packet. This commitment is contingent on approval of the Company’s SBA application,
which is pending. The Company is hoping to secure a loan from a local lender instead of Newtek, if
possible. In addition to these, the Company will contribute $1,691,500 in cash toward the project cost,
mncluding $600,000 in funds already on deposit with the current property owner.

Sources of Funds

Source Amount Partic. % |Interest |[Term |Est. Monthly |Est. Annual
Rate (years) |P+l Payment* | P+l Payment*
UCRLF (termloan) $100,000 3% 4.00% 7 ($1,366.88) ($16,402.57)
SBA (construction loan) | $2,000,000 53% 7.25% 300] ($12,083.33)] ($145,000.00)
Ow ner Equity $1,691,500 45% |-
Total Sources $3,791,500 ($13,450.21)| ($161,402.57)

FinancialAnalysis_YogaVida_ FINALxls

* For LoC, assumes interest-only payments, ** Assumes full amount is draw n each year

* Note: Terms for all sources subject to change until final commitments are issued
by lenders.

Page 6 CONFIDENTIAL February 23, 2018



Loan Committee Report Ulster County Revolving Loan Fund Yoga Vida LLC

5.0 UNDERWRITING REPORT

Based on analysis of the Company’s financials and other information provided in the loan application,
this borrower’s request was evaluated to determine its classification under UCEDA’s “Underwriting
Critera for Ulster County Loan Funds.”

Our analysis indicates that the project is classified as IA+. This classification indicates that the loan
exceeds the underwriting criteria, and that there is a high degree of confidence that the loan will be
repaid.

Adjusted Cash Flow Discounted Collateral [ Adjusted PNW
CLASS [QUALITY CLASS | QUALITY CLASS [QUALITY
| Existing CFis > 1.0 :1 A 1.0+:1 + > loan amt.
1T Projected CF1s>1.0:1 | B 85t01.0:1 |- < loan amt.
I Secondary (non-SBC) C <84:1

Source of Repayment

5.1 Adjusted Cash Flow Analysis & Coverage

Over the period from 2015 through 2017, the Company’s total income has grown from $2,425,000 to
nearly $3,625,000. The Company saw a dip in net income in 2016, due to increased wages/salaries and
rent associated with its expansion in NYC, which also involved significant investments in leasehold
improvements to its facilities. However, in 2017, the Company bounced back to profitability, recording
$114,612 in net income and bringing its available cash balance to over $500,000 in anticipation of the
purchase of the Lundy property.

After adjusting for various operating, investing and financing activities, including leasehold

improvements, depreciation, and equity contributions and distributions, the available cash to finance
new debt was $524,565 at the end of 2017.

Looking forward to the next two years, the Company projects stable revenues, expenses and net income
for its NYC operations, coupled with rapid growth in net income from its new operations at Yoga Vida
Farm. Projected net income in 2018 1s $113,212 for NYC operations plus an additional $176,767 from
operations at the Lundy property. In 2019, projected net income 1s $152,694 for NYC operations plus
$364,370 from Lundy operations.

The Company has received a commitment letter from Newtek under its SBA 7(a) Loan Guarantee
program. The Company is still awaiting approval of its SBA application, which it expects to receive in
the next week. At the same time, the Company is discussing traditional construction loans with local

banks in hopes of finding a willing local lender, which would replace the Newtek loan.

Based on the “Underwriting Criteria for Ulster County Loan Funds,” Adjusted Existing Cash Flow is
calculated as follows:

Earnings Before Taxes + Depreciation + Interest Payments = Adjusted Existing Cash Flow
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Loan Committee Report Ulster County Revolving Loan Fund Yoga Vida LLC

In order to be classified as a “Class I” deal, the guidelines state that the Cash Flow Coverage Ratio
must be >= 1:1, or, stated another way, that the Adjusted Existing Cash Flow must be greater than or

equal to the total debt service payments.
Cash Flow Coverage = Adjusted Existing Cash Flow + All Proposed Debt Service (P+I)

In this case, as the table below shows, Cash Flow Coverage exceeds the 1:1 threshold for all three
recent years.

Statement of Cash Flows ACTUAL
2015 2016 2017

OPERATING ACTIVITIES
Net Income $ 372,334 $ (65,251) $ 114,612

Projected net revenue from VF operations

Total Adjustments to reconcile Net Income to Net Cas
provided by operations:
Net cash provided by operating activities

INVESTING ACTIVITIES
Net cash provided by investing activities

FINANCING ACTIVITIES
Net cash provided by financing activities
NET CASH INCREASE/(DECREASE) FOR PERIOD $ 151,403 $ (170,370) $ 246,813
Cash at beginning of period $ 296,719 $ 448,122 $ 277,752
Cash at end of period $ 448,122 $ 277,752 $ 524,565
Debt Service
UCRLF $ (16,403) $ (16,403) $ (16,403)
SBA/NYBDC $ (145,000) $ (145,000) $ (145,000)
Total Cash for Debt Service $ (161,403) $ (161,403) $ (161,403)
Cash flow margin $ (10,000) $ (331,773) $ 85,411
Cash flow coverage 0.94 :1 -1.06 :1 1.53 1

FinancialAnalysis_YogaVida FINALxls
As aresult, the underwriting criteria indicate that this project is classified as a “Class I” deal.
Though the underwriting criteria do not require a review of projected cash flows, the table below

shows that in 2018 and 2019, the business is also anticipated to generate sufficient cash to cover debt
service obligations.
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Loan Committee Report Ulster County Revolving Loan Fund Yoga Vida LLC

5.2 Value of Proposed Collateral
This loan is secured by the following collateral:

1. Second mortgage on commercial property located at 895 Lundy Rd;
Second priority security interest pursuant to Security Agreement and UCC-1 filings on all
furniture and fixtures; and

3. Personal guarantee by Michael Patton.

Statement of Cash Flows PROJECTED
2018 2019

OPERATING ACTIVITIES
Net Income $ 113,212 $ 152,694

Projected net revenue from VF operations
Total Adjustments to reconcile Net Income to Net Cash
provided by operations:

Net cash provided by operating activities

INVESTING ACTIVITIES
Net cash provided by investing activities

FINANCING ACTIVITIES
Net cash provided by financing activities

NET CASH INCREASE/(DECREASE) FOR PERIOD $ (301,521) $ 517,064
Cash at beginning of period $ 524,565 $ 223,044
Cash at end of period $ 223,044 $ 740,108
Debt Service

UCRLF $ (16,403) $ (16,403)

SBA/NYBDC $ (145,000) $ (145,000)
Total Cash for Debt Service $ (161,403) $ (161,403)
Cash flow margin $ (462,924) $ 355,661
Cash flow coverage -1.87 1 3.20 1

FinancialAnalysis_YogaVida_FINAL xIs

Based on the “Underwriting Criteria for Ulster County Loan Funds,” the adjusted value of the proposed
collateral 1s $850,000, which exceeds the value of the loan by $750,000.

Since the value of the collateral is in excess of the value of the loan amount, this project’s collateral
value 1s classified as “A.”
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Loan Committee Report Ulster County Revolving Loan Fund Yoga Vida LLC

5.3 Net Worth of Guarantors

Name Stated Net Worth Adjusted Net Worth | Credit Score

Michael Patton I $714.,000

Since the adjusted net worth of the guarantor(s) is greater than the value of the loan value, the adjusted
personal net worth is classified as “+.”
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Loan Committee Report Ulster County Revolving Loan Fund Yoga Vida LLC

6.0 CONCLUSION

The Company’s application exceeds the underwriting criteria set forth by the Ulster County Revolving
Loan Fund. With a classification of IA+, this project represents an opportunity for the UCRLF to
contribute to the attraction to the Ellenville/Wawarsing area of a new tourism-related business with
strong ties to the NYC market.
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Loan Committee Report

Ulster County Revolving Loan Fund

Yoga Vida LLC

7.0 APPLICATION TRACKING SUMMARY

Applicant Name: Michael Patton

Business Name: Yoga Vida LLC

Initial Inquiry Date: 1/26/2018 Loan Amount: $100,000

Initial Application 1/26/2018 Loan Fund(s): UCRLF

Date:

Loan Purpose: $100,000 toward budget to purchase and renovate the Lundy Estate

property into a yoga retreat and farm.
Office of Economic Development Tasks Underwriting Tasks
Task Date Initial | Task Date Initial
s s

App received 1/26/2018

App forwarded to UW 2/16/2018 App received by UW | 2/16/2018
Questions due 2/16/2018

Questions received by 2/16/2018 Questions sent to 2/16/2018

OED OED

Questions sent to 2/16/2018

Applicant

Response rec’d 2/20/2018

Application finalized 2/20/2018

Begin UW review 2/20/2018 End UW review 2/23/2018
Determination due | 2/23/2018
UW Determination Approved

Applicant notified 2/23/2018

Determination due 3/6/2018

RLF Meeting Date 2/26/2018

EDA Meeting Date 3/6/2018

RLF Recommendation Approve / Deny

EDA Determination Approve / Deny

USDA Determination N/A

Due

USDA Determination Approve / Deny
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Ulster County Economic Development Alliance

Ulster County Revolving Loan Fund
Loan Committee Report
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Date of Application:
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Loan Committee Report

Ulster County Revolving Loan Fund

1.0 APPLICATION SUMMARY

BORROWER

UCRLF LOAN
REQUEST

RATE

TERM

LOAN PURPOSE

Fruition Chocolate

Bryan and Dahlia Graham
3091 State Route 28
Shokan, NY 12481
Phone # 845-657-6717

$100,000

4.0%
7 years

Capital equipment and leasehold improvements

Fruition Chocolate

USES\SOURCES CWC UCRLF Equity Total
Equipment Purchases $194,500 $90,500 $40,000 $325,000
Renovation $9,500 $9,500
Refinance Debt $61,500 $61,500
Soft Costs $4,000 $4,000
TOTAL $260,000 $100,000 $40,000 $400,000
Participation 65% 25% 10% 100%

SECURITY A) Lien (second position) on equipment purchased with loan proceeds
B) Lien (second position) on additional existing capital equipment
C) Personal guarantee by Bryan and Dahlia Graham
JOBS Current FTEs Retained FTEs New FTEs (Year 3)
7 7
CASH FLOW SUMMARY 2015 2016 2017 2018 2019 2020
Net Income $(30,940) $(15,799) $13,673 $38,598  $138,672 $184,485
Adjustments to Net Income $26,599 $23,711 $63,206 $82,451 $99,085  $115,621
Cash from Operating Activities $(4,341) $7,912 $76,879  $121,049 $237,757 $300,106
New Debt Service $(59,049) $(59,049) $(59,049) $(59,049) $(59,049) $(59,049)
Cash Flow Margin $(63,391) $(51,137) $17,830 $62,000 $178,708 $241,057
Cash Flow Coverage Ratio -0.07 0.13 1.30 2.05 4.03 5.08
Rating |
COLLATERAL SUMMARY Asset Prior Available  Adjusted  Coverage Rating
Value Liens Value Value Ratio
$658,920 $285,000 $373,920 $161,600 1.62 A
NET WORTH SUMMARY Assets — Assets — Liabilities  Adjusted Loan Rating
Stated Adjusted Net Worth ~ Amount
Value Value
$56,872 $49,509 $4,966 $44,543  $100,000 -
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Loan Committee Report Ulster County Revolving Loan Fund Fruition Chocolate

20 PROJECT OVERVIEW

The project is to triple Fruition Chocolate’s production and sales over the next 5 years by outfitting an
expanded production facility with specialized equipment. The Company also intends to open a second
boutique retail store to achieve projected sales growth. With support from the Ulster County
Revolving Loan Fund, the business will be able to make a capital investment that will allow it to retain
and grow its staff, retaining 7 FTE jobs and adding 12 FTE jobs over 5 years, five of which will be
production/manufacturing jobs.

The Company’s expanded and upgraded factory will allow it to increase production without
compromising quality, while also balancing market mix (wholesale and retail) and product mix
(chocolate and confections) in order to grow Fruition faster, and expand Fruition’s market through
retail, wholesale, and online sales locally, nationally, and internationally.

Fruition Chocolate plans to expand its bean-to-bar chocolate and confectionary manufacturing business
to meet growing demand in the U.S. and abroad. Fruition Chocolate’s expansion project is based in
New York State’s Ulster County. The Company’s production and factory outlet in Shokan, NY will be
the site of the bulk of the expansion. It also operates a small retail boutique in Woodstock, NY and
plans to add another boutique shop in 2019.

The Company intends to enter into a new lease at its current facility in early 2018, which will nearly
double its production space. The Company also plans to purchase new equipment in 2018, which will
allow us to triple our production and sales over the next.5 years in order to match increasing demand.
The financial need is $400,000, which will be spent on equipment, build-out/leasehold improvements,
and moving costs. The owners plan to put'10% of the project cost, or $40,000 out of retained earnings.
They also plan to cover 100% of the lease increase through regular operations. The Company is
seeking debt financing to cover the remaining $360,000 project cost, and has submitted applications to
the Catskill Watershed Corporation’slean fund and the Ulster County Revolving Loan Fund.
Separately, the Company is working with its commercial bank to restructure existing revolving lines of
credit to facilitate the Company’s growth.

On February 15, 2018 the Company received preliminary approval of its loan application to Catskill
Watershed Corporation. The CWC Board of Directors must approval the loan at their next regularly
scheduled meeting on March 6, 2018 before the organization will issue a commitment letter. Among
the conditions of the loan is participation at an amount of $100,000 by the Ulster County Revolving
Loan Fund.

Additionally, recent communications with NYSESD indicate that Fruition Chocolate will soon receive
an incentive proposal outlining the terms and conditions under which the Company can receive a
NYSESD Economic Development Grant. The Company is eligible for up to $80,000 in grant funds
through the program, though the precise incentive has not yet been determined.
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Loan Committee Report Ulster County Revolving Loan Fund Fruition Chocolate
2.1 Description of the Company and the Principals
BORROWER NAME: Fruition Chocolate

ADDRESS: 3091 State Route 28, Shokan, NY 12481
PHONE #: 845-657-6717 FAX #:

TAX ID#:
Borrower Size:
Including

Organizational Structure: S Corporation
Affiliates

2.2 Owners and Key Management

Name: Bryan Graham Dahlia Graham
Address: 329 Wall St, Apt 2A | 329 Wall St, Apt 2A
Kingston, NY 12401 | Kingston, NY 12401
Phone #: 845-853-6916 845-853-6916
SS#:
% Owned:

Title/Role in Business:

Owner/President and
Master Chocolate
Maker

2.3 Company Operations

Fruition Chocolate produces world class, small batch, chocolate from bean-to-bar using responsibly
sourced ingredients and hands on preduction techniques. The Company uses its own chocolate to craft
exceptional chocolate bars and confections, which have consistently received national and international
recognition and awards. - The Company’s bean-to-bar approach to manufacturing and crafting 1s fairly
unique to the industry, where few artisans are willing and able to master both the chocolate-making
process and making retail confections.

Fruition purchases its non-cocoa ingredients locally (such as butter from Ronnybrook, and bourbon for
our caramels from Tuthilltown Spirits), and supports other commercial ventures in the area. Thus,
Fruition is a local corporation committed to supporting and using local based business. The impact on
the Hudson Valley community is important and continuing. For example, Westwind Orchard is in
Accord, NY, and grows organic raspberries and pumpkins. Fruition worked with them to collaborate
because they are local, socially and environmentally conscious, and they produce a high quality, fresh
product. With Westwind Orchard, Fruition has developed a custom line of co-branded chocolate bars.

Fruition Chocolate’s ingredients are sourced locally whenever possible as is the case for our butter,
bourbon, and fruit. As cacao grows in tropical regions, the Company sources its primary ingredient,
cocoa beans, from Central and South America where it takes pride in building relationships with local
farmers to support transparent and fair trade practices.
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Fruition sells chocolate in its two retail stores (one attached to the production facility in Shokan, the
other located near the Village Green in Woodstock), online, via distributors, and direct wholesale to
specialty grocers, cafes, and restaurants. Fruition products can be found in much of the U.S. as well as
internationally in Denmark, Germany, the U.K., Australia, and Singapore. Approximately 95% of
sales are in the U.S. and 5% globally. The majority of the U.S. sales are conducted within New York
State. The Company’s goal is to further increase our sales, which is only possible if it expands
production capacity by leasing additional production space and purchasing specialized equipment.

Additional Company information is provided in the attached Business Plan. The Company’s Press Kit,
also attached, provides additional information on Fruition Chocolate’s product line and the many
awards its products have received.

3.0 PROPOSED USES OF FUNDS

The Company proposes to use the proceeds of funds from the UCRLF, CWC and its own equity for a
combination of capital equipment purchases, leasehold improvements.and moving costs. Capital
equipment to be purchased will enable the Company to triple production capacity. The equipment to be
purchased may include:

e Tempering Moulding Line with Cooling Tunnel ($128Kk)

e Pre Refiner ($28k)

e Rottar Grinder ($25k)

e Cracker, Winnower & Sorter ($45k)

» Flow Wrapper for Automated Packaging ($58Kk)

e Marble Tables ($2k)

« Cocoa Butter Press ($25k)

« Vertical Cutter Mixer ($6k)
Funds will also be used to make leasehold.improvements on the newly-leased space that will be used
for expanded production operations. Finally, funds will be used to move large pieces of production
equipment, which require special rigging and cranes.

Uses of Funds

Uses Amount
- -*
Capital equipment purchases $330,000
Leasehold improvements $65,000
Moving costs $5,000
Total Uses r $335,000

FinancialAnalysis_FruitionChocolate_ DRAFT .xIs

4.0 PROPOSED SOURCES OF FUNDS

The Company is seeking funding from two sources, including the UCRLF and CWC. In addition to
these, the Company will contribute $40,000 of cash on hand toward the overall project cost.
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Sources of Funds

Source Amount [|Partic. % |Interest|Term [Est. Monthly |Est. Annual Est. Annual LoC
Rate (years) [P+l Payment* |P+l Payment* |Paydow n**
UCRLF (term loan) $100,000 25% 4.00% 7 ($1,366.88) ($16,402.57) $0.00
CWC (term loan) $260,000 | 65% 5.75% 7] ($3,767.14)[  ($45,205.69) $0.00
Ow ner Equity $40,000 10% |-
Total Sources $400,000 ($5,134.02) ($61,608.25) $0.00

FinancialAnalysis_FruitionChocolate_ DRAFT .xls

* For LoC, assumes interest-only payments, ** Assumes full amount is draw n each year

* Note: Terms for all sources subject to change until final commitments are issued
by lenders.
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5.0 UNDERWRITING REPORT

Based on analysis of the Company’s financials and other information provided in the loan application,
this borrower’s request was evaluated to determine its classification under UCEDA’s “Underwriting
Critera for Ulster County Loan Funds.”

Our analysis indicates that the project is classified as IA-. This classification indicates that the loan
meets the underwriting criteria, and that there is a high degree of confidence that the loan will be
repaid.

Adjusted Cash Flow Discounted Collateral | Adjusted PNW
CLASS | QUALITY CLASS | QUALITY CLASS | QUALITY
| ExistingCFis>10:1 | A 1.0+:1 + > loan amt.
1 Projected CFis>1.0:1 |B 851t01.0:1 |- < loan amt.
11 Secondary (non-SBC) C <84:1

Source of Repayment

5.1 Adjusted Cash Flow Analysis & Coverage

Over the period from 2015 through 2017, Fruition Chocolate’s total income has grown from $366,000
to nearly $645,000. The company has achieved this growth while continuing to control its costs,
leading to a net profit, of approximately $14,000 in 2017. After adjusting for depreciation, interest
expense, and additional occupancy costs following the expansion, net income from operations, which
represents the available cash to finance new debt, was $76,900 in 2017.

Looking forward to the next three years, the company expects to see rapid growth, driven by the
expansion of production and sales operations. Projected gross revenue is $1,032,237 in 2018, with
year-to-date figures on target to reach that goal. By 2021, in part through the addition of a third retail
location, the Company expects to surpass $2.0M in annual sales.

The Company has received preliminary indication that it will receive an incentive proposal from
NYSESD in connection with this project. Based on ESD’s grant parameters, the Company would be
eligible for up to 20% of the project cost, or $80,000 in State assistance. Grants are offered on a
reimbursement basis, so the underwriting analysis presented here does not assume any of the potential
grant award will be available for purposes of completing the project. Instead, any grant award will
provide a future cash infusion to support the Company’s ongoing operations.

Without the addition of new capital equipment, the Company will be unable to expand production
sufficiently to achieve its sales and income goals.

Based on the “Underwriting Criteria for Ulster County Loan Funds,” Adjusted Existing Cash Flow is
calculated as follows:

Earnings Before Taxes + Depreciation + Interest Payments = Adjusted Existing Cash Flow
In order to be classified as a “Class I” deal, the guidelines state that the Cash Flow Coverage Ratio
must be >= 1:1, or, stated another way, that the Adjusted Existing Cash Flow must be greater than or

equal to the total debt service payments.
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Cash Flow Coverage = Adjusted Existing Cash Flow + All Proposed Debt Service (P+I)

In this case, as the table below shows, Cash Flow Coverage exceeds the 1:1 threshold for 2017.

Statement of Cash Flows ACTUAL
| 2015 2016 2017
OPERATING ACTIVITIES

Net Income $  (30940) |$ (15799 | 13,673

+ Depreciation
+ Interest Payments
- Increased Occupancy Costs
Total Adjustments to reconcile Net Income to Net Cas
provided by operations:
Net cash provided by operating activities

Debt Service
UCRLF
SBA/NYBDC
Total Cash for Debt Service
Cash flow margin
Cash flow coverage

B B B

(4,341)

(16,403)
(42,647)
(59,049)
(63,391)
-0.07.:1

» e B w

7,912 $

(16,403)
(42,647)
(59,049)
(51,137)
0.13 :1

B B w

76,879

(16,403)
(42,647)
(59,049)
17,830

1.30 :1

FinancialAnalysis_FruitionChocolate_FINAL xIs

As a result, the underwriting criteria indicate that this project is classified as a “Class 1”” deal.

Though the underwriting criteria do not require a review of projected cash flows, the table below
shows that in 2018, 2019 and 2020, the business is also anticipated to generate sufficient cash to cover

debt service obligations.

Statement of Cash Flows PROJECTED
2018 2019 2020
OPERATING ACTIVITIES
Net Income $ 38,598 $ 138,672 $ 184,485

+ Depreciation
+ Interest Payments
- Increased Occupancy Costs
Total Adjustments to reconcile Net Income to Net Cas
provided by operations:
Net cash provided by operating activities

Debt Service
UCRLF
SBA/NYBDC
Total Cash for Debt Service
Cash flow margin
Cash flow coverage

121,049

(16,403)
(42,647)
(59,049)
62,000
2.05 :1

B B B

237,757 $

(16,403)
(42,647)
(59,049)
178,708
403 :1

B B B

300,106

(16,403)
(42,647)
(59,049)
241,057
5.08 :1

FinancialAnalysis_FruitionChocolate_FINAL xIs
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5.2 Value of Proposed Collateral
This loan is secured by the following collateral:
a) Lien (subordinated) on equipment purchased with loan proceeds and other business
assets

a. Prior liens by Rondout Savings Bank ($25,000 LOC) and CWC ($260,000 note)

b) Personal guarantee by Bryan and Dahlia Graham

Collateral
Asset Type (See UW |Fair Market Prior Lien Available Discount Discounted
Guidelines) Value Loan Amt Value Rate Value
New capital equipment $317,000 $285,000 $32,000 50% $16,000
Existing capital equipment $257,385 $0 $257,385 50% $128,693
Accounts Receivable $0 $0 $0 20% $0
Inventory $84,535 $0 $84,535 20% $16,907
$0
$0
$0
Total Collateral Value $658,920 $285,000 $373,920 $161,600
[Value of UCRLF Loan | $100,000 |
|Excess Collateral Value | $61,600 |
|Coverage Ratio (LTV) | 1.62|

FinancialAnalysis_FruitionChocolate_FINAL xIs

Based on the “Underwriting Criteria for Ulster County Loan Funds,” the adjusted value of the proposed
collateral is $161,600.

Since the value of the collateral is in excess of the value of the loan amount, this project’s collateral
value is classified as “A.”

5.3 Net Worth of Guarantors

Name Stated Net Worth Adjusted Net Worth | Credit Score

Bryan and Dahlia
Graham - -

Since the adjusted net worth of the guarantors is less than the value of the loan value, the adjusted

personal net worth is classified as “-.

Page 9 February 20, 2018



Loan Committee Report Ulster County Revolving Loan Fund Fruition Chocolate

6.0 CONCLUSION

The Farm Bridge’s application meets the underwriting criteria set forth by the Ulster County Revolving
Loan Fund. With a classification of 1A-, this project represents an opportunity for the UCRLF to
support a successful, small-scale manufacturing business as it grows to meet market demand.

While the project’s underwriting review meets the UCRLF guidelines, it is also worth noting several
other important factors regarding this application.

» The Catskill Watershed Corporation’s loan committee has approved the loan, continent on
UCRLEF participation at the levels included in this report. The application must be approved
by the full CWC board at its March 6™ meeting before a commitment letter will be issued,
but a preliminary term sheet has been provided by CWC staff.

* NYSESD has indicated that it is preparing an incentive proposal through its Economic
Development Grant Program for this project, which may fund up to 20% of the total project
cost through subsequent reimbursements. Since the award is not finalized, it has not been
factored into the underwriting review. As such, any future award.will provide additional
working capital to support the Company’s continued growth.

» The Company is an important player in the local food and beverage manufacturing cluster,
purchasing ingredients for its products from a range of local growers and processors. By
supporting Fruition Chocolate’s growth, the UCRLF can spur further growth in sales by
other local businesses.
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7.0 APPLICATION TRACKING SUMMARY

Applicant Name: Bryan Graham

Business Name: Fruition Chocolate, Inc.

Initial Inquiry Date: 01/12/2018 Loan Amount: $100,000

Initial Application 01/12/2018 Loan Fund(s): UCRLF

Date:

Loan Purpose: $100,000 for capital equipment and building improvements/lease fit-up,

in partnership with Catskill Watershed Corp.
Office of Economic Development Tasks Underwriting Tasks
Task Date Initial | Task Date Initial
s s

App received 1/30/2018

App forwarded to UW 2/6/2018 App received by UW | 2/6/2018
Questions due 2/6/2018

Questions received by 2/6/2018 Questions sent to 2/6/2018

OED OED

Questions sent to 2/6/2018

Applicant

Response rec’d 2/7/2018

Application finalized 2/7/2018

Begin UW review 2/7/2018 End UW review 2/16/2018
Determination due | 2/16/2018
UW Determination Approved

Applicant notified

Determination due 3/6/2018

RLF Meeting Date 2/26/2018

EDA Meeting Date 3/6/2018

RLF Recommendation Approve / Deny

EDA Determination Approve / Deny

USDA Determination N/A

Due

USDA Determination Approve / Deny
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CUoIC

Invoice

1643 South Boston Avenue Date Invoice # Terms
Tulsa, OK 74119
1/31/18 13354 Net 30

(918) 587-7888

UCEDA

PO Box 1800

244 Fair Street

Kingston, NY 12402-1800

Description Amount

Ulster County Economic Development Alliance
2018 Agreement for Professional Services | January 2018
Term of Agreement: 01/01/2018 - 10/31/2018
(1) Retainer Fee/Services 3,000.00

Line Item 1 Budget: $45,000 - $3000 = $42,000 balance remaining
(2) Social Media Campaign 0.00

Line Item 2 Budget: $5,000 = $5,000 balance remaining
Cubic accepts VISA, Mastercard and AMEX cards. The following convenience
fees will apply: 3% for VISA and Mastercard and 3.5% for AMEX. Total $3,000.00
All invoices must be paid within thirty (30) days of the date of the invoiqe unless Paymentleredits $0.00
other arrangements have been made. Interest on past due accounts will accrue
at the rate of 18% annually.

Balance Due $3,000.00

We appreciate your business. Thank you.
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