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MADISON

DEVELOPMENT CORPORATION

December 2, 2014

To: Dave Phillips, Dane County

From: Dave Scholtens

Subject: Mustard Museum update/review

Following is a status report of the Mustard Museum’s based on a review of their 10/31/14
financial statements as well as a conversation I had with Bairy Levenson this week while

visiting the store.
Real Estate

The real estate situation has been settled. This past spring the property was purchased by
SEG Enterprises LLC after AnchorBank foreclosed on the property in 2012, The new
owners of SEG are also the principals of an architectural/engineering firm, Sustainable
Engineering Group, that now occupies the offices on the second floor of the building. As
part of this transition, Mustard Museum has reduced its retail space on street level by
over 1,100 square feet. Entrance to the store has been moved from Parameter Street to
Hubbard Avenue. The non-profit Museum and the administrative/shipping/storage are
still located on the lower level. The reduced retail space seems to fit the operation just
fine and is well designed. They are still able to display the same amount of inventory but
in a more efficient and shopper friendly manner. The landlord and City of Middleton
were responsible for a majority of the cost of renovation. The lease is a 1 year lease with
options for renewal at a monthly rent of $5,000. The Mustard Museum pays $3200 and
the non-profit the remaining $1,800. As part of the change in ownership, all past due rent
arreages have been forgiven.

Financial Performance

Total revenues for the Museum have reached $527K for the 10 month period ending
10/31/14. This is a 1.8% decrease over the same period of 2013. Event revenue and mail
order revenues are up over 2013 with retail showing a drop. This could be expected with
the renovation and disruption of retail this summer. Sales for the month of October were
up from October 2013 levels with the retail portion being the same level as 2013. The
operation was able to show a gross profit margin of 53.3%, a slight decrease from
previous year of 54.7%.

Total operating expenses thus far in 2014 are about $6,500 more than previous year
resulting in an operating profit of only $590 compared to $20K in 2013. Included in this
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year’s operating expenses is a one-time expense of $5,800 for moving expenses. Barry
hopes to see a reduction in their utility costs as a result of some energy efficient upgrades
including LED lighting.

Their new catalog was sent out last month as they are now into the holiday season that
has historically been a profitable time of the year. They have received a couple of large
corporate orders for customizes gift boxes including a $9,000 order from a dental firm in
California.

No significant changes in the balance sheet. Inventory is at a seasonal high of $110K
which is to be expected for the anticipated Holiday mail order business, This compares to
an inventory level of $119K last year. The account receivable from the non-profit entity
has been reduced by $17,000 in 2014 which has helped the Mustard Musewm’s internal
cash flow. This receivable is a result of the museum inventory being sold to the non-
profit entity in late 201 1. The non-profit did make of $16,000 of payments on the
receivable in 2013. Accounts payable have increased from $6,600 at the beginning of
2014 to $31,159 as of 10/31/14. This is a result of using some trade credit for the
additional inventory now on hand. All trade accounts are current.

Staffing levels remain to the same as last year. They have been able to provide a slight
increase in pay for some key employees that gets their wage to the “living wage” area.

Levenson is still working with a broker with the ultimate objective of trying to sell the
business. He had been in contact with a few different parties but nothing has advanced

passed discussion stage.

The request is to continue the current repayment level of $1,200/month. Even though the
operation has only shown break even performance year to date, I would expect the
business will show an operating profit in the area of $10K by year end with the added
holiday sales if historical performance is repeated. This will be added to cash reserves
that will again carry the company until retail and special events pick up in late spring.
Cash flow for the debt service will be provided by the operating profit and the collection
on the receivable from the non-profit (averaging about $17,000/year for the past 2 years).
Current performance is sufficient to service the Dane County debt at $1200/month and
the City of Middleton loan but with little room for error.

The non-profit portion remains a critical piece in the overall financial ability to repay any
debt. Barry has been able to secure $15,000 each from 2 major suppliers/mustard
companies as well as donations from individuals visiting the museum of $10,000, These
funds have been used to pay down on the receivable as well as pay a portion of the rent
and utilities.
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Profit & Loss 11/12/2014
January through October 2014 Accrual Basis
Jan - Oct 14 Jan - Oct 13 $ Change

Ordinary Income/Expense

Income
OTHER INCOME
7010 - OTH INC - MUSEUM & EVENT SPONS 830.00 11,750.00 -10,920.00
7015 - OTHER INCOME - EVENT INCOME 19,802.12 15,242.50 4,669.62
7020 - OTHER OPERATING INCOME 16,605.17 887.30 15,717.87
OTHER INGOME - Other 500.00 0.00 500.00
Total OTHER INCOME 37,737.29 27,879.80 9,857.49

RETAIL SALES

4200 + SALES - RETAIL CASH SALES 95,784.34 108,586.94 -12,802.60

42650 + SALES - RETAIL CHARGE SALES 247,432.43 260,429.86 -12,997.43

42656 + SALES - FREIGHT 722.40 2,405.20 -1,682.80

Total RETAIL SALES 343,939.17 371,422.00 -27,482.83
MOM SALES

4160 - SALES - MAIL ORDER CHK & M ORD 26,286.29 19,343.56 6,942.73

4100 - SALES - MAIL ORDER CHARGE SALES 118,768.84 117,684.30 1,084.54

Total MOM SALES 146,055.13 137,027.86 8,027.27

Total Income 526,731.59 536,329.66 -9,598.07

Cost of Goods Sold

5005 - Purchase Discounts -1.88 -0.93 -0.95

5010 - COST OF SALES 206,034.14 202,129.31 3,904.83

5029 - SHIPPING INBOUND 7.785.69 8,048.86 -263.17

65028 - SHIPPING 32,237.70 31,957.28 280.42

Total COGS 246,055.65 242,134.52 3,921.13

Gross Profit 280,675.94 294,195.14 -13,519.20

Expense
PAYROLL EXPENSES

5037 - VACATIONS/HOLIDAYS - STORE MGMT 434.57 420.00 14,57

5036 - SALARIES/WAGES - STORE MGMT 25,766.79 25,180.32 586.47

5035 - VACATIONS/HOLIDAYS CREW 540.00 432.00 108.00

5032 - SALARIES/WAGES CREW - OVERTIME 1,834.69 2,327.55 -492.86

6030 - SALARIES/WAGES CREW 85,164.75 84,153.55 1,011.20

5031 - OTHER WAGES - ADMIN 18,046.25 15,974.64 2,071.61

5165 - PAYROLL TAXES 10,644.95 10,701.51 -56.56

5045 - WORKER'S COMP EXPENSE 3,772.94 2,883.30 889.64

5056 - HEALTH INSURANCE 8,394.11 6,226.80 2,167.21

5057 + OFFICER'S HEALTHILIFE INSURANCE 450.84 10,677.70 -10,226.86

Total PAYROLL EXPENSES 155,049.79 1568,977.47 -3,927.68
MANGAGER CONTROLLABLES

5338 - SUPPLIES - MUSEUM 0.00 767.39 -767.39

5337 - SUPPLIES - OFFICE 3,164.38 4,094.50 -930.12

5339 * SUPPLIES - PACKAGING 5,638.24 3,004.24 2,634.00

5336 - SUPPLIES - STORE 2,816.07 1,755.02 1,061.05
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Jan - Oct 14 Jan - Oct 13 $ Change

6305 - CASH OVER AND SHORT 300.92 3r2.82 -62.90
6226 - DUES AND BUBSCRIPTIONS 1,494.01 1,202.68 291,33
6360 - LICENSE AND PERMITS 280.00 686.00 -406.00
MANGAGER CONTROLLABLES - Other 87.73 0.00 87.73
Total MANGAGER CONTROLLABLES 13,800.35 11,892.65 1,907.70

REPAIRS & MAINTENANGE

5430 + BUILDING MAINTENANCE 920,89 1,066.58 -135.69
5410 - EQUIPMENT MAINTENANCE §567.72 1,236.48 -668.76
Total REPAIRS & MAINTENANCE 1,488.61 2,293.06 -804.45

ADVERTISING EXPENSES

5250 - MUSTARD DAY EXPENSES 436.01 1,012.18 -576.15
5255 - MARKETING EXPENSE 3,666.36 9,047.78 -5,381.42
5475 - WEB-SITE EXPENSE 6,846.83 6,375.07 471.76
5265 - ADVERTISING LOCAL 1,796.93 1,231.3¢ 564.54
6260 - ADVERTISING - EVENTS 100.00 7577 24,23
Total ADVERTISING EXPENSES 12,845.13 17,742,147 -4,897.04
UTILITIES
6450 - UTILITY - TELEPHONE 12,832.99 10,303.73 2,329.26
6455 - UTILITY - ELECTRICITY 8,164.42 5.119.89 3,034.53
5470 - UTILITY - GAS 981,71 604,16 380,55
Total UTILITIES 21,769,12 16,024.78 5,744.34

OCCGUPANCY EXPENSES

MOVE EXPENSE 6,782.71 0.00 5,782.71
5370 - BUILDING RENT EXPENSE 31,460.00 31,010.00 450.00
5385 - INSURANCE EXPENSE 1,885.85 134410 544.75
5390 - PERSONAL PROPERTY TAX EXPENSE 250.00 250.00 0.00
Total QCCUPANCY EXPENSES 39,378.56 32,601.10 6,777.46

OTHER OPERATING EXPENSES

5075 - AUTO EXPENSE 8,712.69 9,670.57 -957.88

5240 - PROFESSIONAL FEES - ACCOUNTING 10,350.00 10,533.87 -183.67

£245 - BANK CHARGES 12,435.21 12,217.32 217.89

5070 - TRAVEL AND LODGING 508,01 786.85 -278.84

5080 - MEALS & ENTERTAINMENT 1,109.73 724.46 385.27

5335« STORAGE FEES 2,702,00 -710.00 3.412.00

6355 + DONATIONS 0.00 100,00 ~100.00

7030 + SALES TAX DISCOUNT -100.00 -89.45 -0.55

5243 - GIFT CARD EXPENSE 0.00 224.28 -224.25

Total OTHER OPERATING EXPENSES 36,717.64 33,447.67 2,269.97
5242 - PROFESSIONAL FEES - LEGAL 0.00 86.78 -86.78
5345 - QUTSIDE SERVICES 53.40 119.48 -66.08
5347 - SECURITY SERVICES 0.00 224,93 -224,93
Total Expense 280,102.60 273,410.09 6,602.51
Net Qrdinary Income §73.34 20,785.05 -20,211.71
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