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" C A P I T A L S O L U T I O N S -  C A P I T AL I D E A S " 
Capital Solutions  for  Economic  Growth  in  the Pioneer  Valley 

Session in 
A L T E R N A T I V E S O U R C E S 

& 
C O M M U N I T Y B A S E D F I N A N C E 

Friday, June 11,1993 
The Depot Restaurant; Northampton 

8:00 R e g i s t r a t i o n 

8:15 O p e n i n g R e m a r k s 
John D u n n , Direc tor ; V a l l e y C o m m u n i t y D e v e l o p m e n t C o r p . 
Representa t ive E l l e n Stor y 
Senator S ta n Rosenber g 

8:30 Q u a s i - P u b l i c F inance Source s 
D o n a l d R i e l l y , Director ; M . S . B . D . C C a p i t a l F o r m a t i on Servic e 
Janet G e z o r k , Projec t Developer ; M A G o v e r n m e n t L a n d B a n k 

8:45 " M i c r o L e n d i n g Programs" &  C o m m u n i t y D e v e l o p m e n t C o r p o r a t i o n s 
C h r i s Sikes ; The Wes te rn M a s s Enterpr i s e F u n d 
C h a r l e n e G o l o n k a ; F r a n k l i n C o m m u n i t y D e v e l o p m e n t C o r p o r a t i o n 

9:00 " C o m m u n i t y D e v e l o p m e n t L o a n F u n d s " 
N a t H e n s h a w ; Coas ta l Enterprises , Wiscasset , M E " 

9:20 " C o m m u n i t y D e v e l o p m e n t C r e d i t U n i o n s " 
C a r o l Aran jo ; N a t . Assoc. o f C o m m u n i ty D e v e l o p m e n t C r e d i t U n i o n s 
& th e D . E d w a rd W e l l s Federa l C r e d i t U n i o n ; Sp r ing f i e ld , MA 

9:40 " C o m m u n i t y D e v e l o p m e n t B a n k s " 
L y n d o n Coms tock ; C o m m u n i t y C a p i t a l Bank , B r o o k l y n , N . Y . 

10:00 T h e Fe de r al Perspect iv e 
U . S . C o n g r e s s m a n Joh n O l v e r 
T o m H u b b a r d ; Economi c D e v e l o p m e n t Staf f o f Senator Joh n K e r r y 

10:30 Fac i l i t a te d D i s c u s s i on on D e v e l o p i ng a Strategy for the P i o n e er V a l l e y 
Scott H e y l ; H i l l t o w n C o m m u n i t y D e v e l o p m e n t C o r p o r a t i o n 

11:30 A d j o u r n 

The Next  Step....Task  Forc e P l a n n i n g M e e t i n g: F r i . J u l y 9 th , 9:0 0 
V a l l e y C .D. C (586-5855 ) 



Who W i l l Communit y T r u s t , I n c . Len d To ? 

S p e c i f i c Loa n G u i d e l i n e s w i l l b e d e v e l o p e d . Thes e 
G u i d e l i n e s w i l l i n c o r p o r a t e th e f o l l o w i n g p r i n c i p l e s : 

o A l l CT I Loa n A p p l i c a n t s mus t demonstrat e ho w the y w i l l us e 
funds t o mee t a  human , community , o r e n v i r o n m e n t a l need , an d w i l l 
be e v a l u a t e d a c c o r d i n g t o th e e x t e n t t o whic h th e p r o j e c t meet s 
such needs , whethe r throug h employment , wage s &  b e n e f i t s , typ e o f 
p r o d u c t o r s e r v i c e , o r l o c a t i o n ; 

o T o b e e l i g i b l e f o r f i n a n c i n g , t h e r e mus t b e a  f i n a n c i n g gap ; 
, a l l o r p a r t o f th e p r o j e c t mus t no t q u a l i f y f o r a  s t a n d a r d 
commercial l o a n ; 

o T o b e e l i g i b l e f o r f i n a n c i n g , a  p r o j e c t mus t p r o v i d e on e o r 
more o f th e f o l l o w i n g b e n e f i t s : 

o j o b c r e a t i o n , commensurate , w i th th e amoun t o f 
i n v e s t m e n t i n th e p r o j e c t ; 
o j o b r e t e n t i o n , wher e th e l o a n i s n e c e s s a r y f o r th e 
b u s i n e s s t o c o n t i n u e ; o r 
o p r o v i s i o n o f good s o r s e r v i c e s f o r low-an d moderate -
income p e o p l e ; 

o Th e h i g h e s t p r i o r i t y f o r C T I 1 s l o a n s ar e l o a n s whic h w i l l 
p r o v i d e employmen t o p p o r t u n i t i e s f o r low-an d moderate-incom e 
p e r s o n s ; -CT I w i l l s t r i v e t o p r o v i d e f a v o r a b l e l e a d i n g term s f o r 
l o a n s whic h K i l l p r o v i d e suc h o p p o r t u n i t i e s ; 

o CT I i s committe d t o a f f i r m a t i v e l y s e r v i n g th e c r e d i t need s 
of i n d i v i d u a l s wh o ar e o r hav e t r a d i t i o n a l l y bee n denie d a c c e s s 
t o c r e d i t . 



Notes from  Are a Lender s Surve y 
Capital Formatio n Committee 
Prepared by : Laur a Bake r 

Bank o f Western Mass . (Da n McKenna ) 

The bank' s publishe d minimu m for commercia l loans i s $10,00 0 (Hampden , Franklin , 
and Hampshire counties). However , the lende r Da n spoke wit h coul d not recal l a  loan in recen t 
memory of less than $100,000 . Th e majority of commercial loans are i n the $100,000-$150,00 0 
range. N o plans fo r an y ne w programs , othe r tha n S B A participation . 

Springfield Institutio n fo r Saving s (Do n Bianchi ) 

The lender Don spoke with used to work at Bank of New England five  years ago . A t that 
time, sh e recall s people coming in seeking funds fo r start-u p business loan s "al l the time" . Sh e 
sees much les s activit y now, give n the economy . I t i s generally no t profitabl e fo r SI S to mak e 
loans fo r unde r $50,00 0 (becaus e the y ar e a  smalle r bank; sh e assume s tha t a  larger , "money -
centered" bank s ma y hav e an y eve n highe r threshold) . 

Small loan s requir e a  lo t o f work in terms o f getting al l necessary financial  informatio n 
in orde r (borrower s d o no t hav e accountants) . T o cove r thei r costs , SI S needs to charg e 4-5 % 
over Prime Rate (Prime currently at 7.25%, a s of 6/3/94). Thi s expense ma y not work for smal l 
borrowers. Thi s lende r wa s no t wi l l in g t o giv e an estimat e o f the bank' s transactio n cost s fo r 
these smalle r loans . Thi s informatio n is fo r interna l use only . 

SIS treat s start-up businesses differentl y tha n goin g concerns (du e t o lac k of establishe d 
level o f profitability , limite d asset s o f borrower) . SI S almos t alway s require s a  persona l 
guarantee, a  mortgage lie n on a residence, o r an S B A guarante e (for smalle r loans, loan s to ne w 
businesses, o r al l commercial loans?) 

SIS feel s tha t i t i s limite d b y la w i n it s abilit y t o provid e technica l assistance . The y 
cannot giv e financial  advise , an d refe r borrower s t o th e Smal l Busines s Development Center . 

Fleet Ban k (Ji m Theroux) 

J im me t wit h a  commercia l lender a t th e Springfiel d branc h o f Fleet . I n thi s lender' s 
opinion, peopl e wh o believ e there i s a  credi t crunc h ar e 6-1 2 month s "behin d th e times" . H e 
says ther e i s n o credi t crunch , n o shortag e o f funds . Flee t di d 1 4 mil l io n dollar s wort h o f 
lending in new smal l business loan s in Western Massachusetts las t year. Flee t expects t o doubl e 
this leve l o f lending this year . I n genera l loa n demand i s improving . 

There ar e seve n ful l tim e Flee t employee s originatin g commercia l loan s i n Wester n 
Massachusetts. Loa n officer s are located in Worcester (2), Greenfiel d (1) , Northampton (1), an d 
Springfield (3) . Loan s are mad e i n the $10,000-$100,00 0 range a t a l l the branches , $100,000 -
$500,000 rang e ou t o f th e Springfiel d office . Flee t ha s revise d it s proces s fo r reviewin g and 
granting loans . The y have a  new, complicate d formula which i s intended t o facilitat e and spee d 

1 



up th e application/approva l process. O f al l loa n applications , 70 % wer e approved , 90 % o f 
approvals wen t throug h t o closing . 

Fleet does not lend to business start-ups , applicant s must have been i n business fo r at leas t 
18 months . Technica l assistance i s handle d throug h referral s t o C D C ' s , War e C D A , an d th e 
Small Busines s Developmen t Center . Referral s fo r loan s unde r $10,00 0 ar e mad e t o th e 
Enterprise Funds . 

Fleet believe s tha t th e othe r larg e bank s ar e no t a s competitiv e in this arena . Flee t ha s 
only begun , withi n the las t six weeks, t o advertise it s smal l business lendin g program, th e "Eas y 
Banking Program" . 

Fleet ha s specia l programs i n inne r cit y area s targete d t o mee t th e credi t need s o f low 
income, women , an d minorit y borrowers . Amhers t (fo r example ) i s no t eligibl e fo r thes e 
programs because it s census dat a does no t conform. However , a minority firm i n Amherst could 
be eligibl e fo r a  lo w interest rate , i f it were locate d i n the righ t censu s tract . 

Fleet participates wit h th e S B A . I f a start-up is promising, Flee t w i l l wor k with the S B A 
for a  guarantee . 

Bay Ban k (Davi d Gengler ) 

For busines s borrowing , there are severa l options. Th e reserve credi t option is a loan a t 
prime plu s 5  points , an d is , lik e a  credi t card , no t secured . I f a  borrowe r want s t o borro w 
$25,000 o r more , collatera l is necessary . 

If someon e ha s n o credi t a t a l l , Ba y Bank w i l l tr y t o accomodat e them , mayb e referrin g 
them t o a  microlendin g program i n Springfield . Someon e wit h a  bad credi t record i s going t o 
have a  har d tim e gettin g a  loa n from  Ba y Bank, o r from  anywher e else . 

Shawmut (Laur a Baker) 

Shawmut offer s loan s i n th e amoun t o f $5,000-$500,00 0 whe n secure d b y a  hous e o r 
business assets . Unsecure d lines of credi t are availabl e up t o $50,000 , a t Prim e Rate plu s 4% . 
Shawmut does channe l some borrower s who m they canno t serv e throug h th e S B A o r th e Valle y 
C D C . 

A s a  rule , Shawmu t doe s no t len d to start-u p businesses . The y mak e busines s loan s i n 
cases wher e th e busines s ha s a t leas t a  2  yea r trac k record , an d i s makin g a  profit . A l so , 
someone wit h a  busines s trac k recor d relocatin g to thi s are a woul d probabl y no t b e eligibl e fo r 
a commercia l loan from  Shawmut . A  borrower with a  problematic business track record, or wit h 
credit problem s woul d mos t likel y no t ge t a  loan . 
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C E D Projec t Progres s Updat e # 1 
Laura Bake r 
1/14/94 

This mont h changes occurre d within the  structur e o f Community Trust , Inc . A t the firs t meetin g 
of th e Boar d o f Director s a  motio n to amen d the  by-law s was approved . Th e motio n change d 
the governin g structur e fro m a  1 5 perso n Board , whic h woul d mee t monthly , t o a  2 5 perso n 
Board, whic h meets quarterly, while a  9 person Executive Committee w i l l mee t each month . Th e 
reason give n for the  chang e wa s tha t man y peopl e ha d expresse d interes t i n joining the  Board , 
and the  grou p wante d t o b e a s inclusiv e as possible . Th e Boar d approve d 1 2 ne w members , 
bringing the  curren t numbe r o f Boar d member s t o 24 . Question : w i l l thi s ste p towar d 
inclusiveness reall y expand participation ? Ho w active w i l l Boar d member s b e whe n the y onl y 
come t o a  meetin g onc e ever y 3  months ? W i l l th e smalle r Executiv e Committee becom e th e 
actual decision-makin g body, while th e ful l Boar d ma y onl y hav e enoug h informatio n to rubbe r 
stamp alread y formulate d decisions ? 

The secon d Capita l Formatio n committee meetin g too k place . Tw o co-chair s wer e elected , o f 
which I  a m one . I  provide d information for committe e member s o n model s o f other successfu l 
C D L F s . Muc h livel y discussio n transpire d o n a  variet y o f issues . Th e committe e generall y 
agreed tha t Communit y Trust need s t o develo p a  marke t surve y t o confir m it s genera l instinct s 
on th e nee d fo r particula r type s o f lendin g capital . Also , th e grou p need s t o tak e the  tim e t o 
develop an organizational and a business plan . Th e Board definitely needs to more clearl y define 
the goal s o f th e organization , before th e C F committee ca n procee d t o rais e funds . 

I attende d a  meeting o f a "Workin g Group " of Community Trus t shortly before Christmas . I  wa s 
made awar e o f the meetin g onl y b y chance , an d i t appeare d t o b e a  rando m groupin g o f peopl e 
who attende d (i t was not a  defined sub-committee , no r was i t generally announced t o othe r Boar d 
members). A t thi s meeting , a  grou p o f fiv e peopl e attempte d t o generat e som e writte n 
description fo r Communit y Trust , tha t coul d b e use d i n outreac h an d i n fundraising . On e 
member provide d a  sampl e fo r a  loca l C D C ' s Enterpris e Fun d whic h the  grou p decide d t o us e 
as a  mode l i n draftin g ou r ow n statement . I t wa s agree d tha t eac h perso n woul d attemp t suc h 
a draf t fo r the nex t meeting , which wa s schedule d fo r Jan. 11 . Afte r the  meeting , because o f my 
concern tha t th e existenc e o f thi s "Workin g Group " was no t know n to othe r Communit y Trust 
Board member s wh o migh t be intereste d i n participating, I contacted tw o othe r Boar d members , 
whom I  happe n t o kno w an d invite d the m t o attend . Bot h wer e intereste d i n bein g included. 
One perso n ha d a  conflic t wit h the  tim e o f th e meeting , the  othe r perso n agree d t o come . O n 
Jan. 11 , I  receive d a  messag e tha t th e meetin g ha d bee n canceled . I  late r learne d tha t i t wa s 
unfortunately reschedule d t o Jan . 1 9 (whe n I  w i l l b e her e a t th e Cultura l Diversit y Worksho p 
with y'all) . Naturally , I was disappointe d not t o b e abl e t o attend , an d a m experiencing growing 
concern ove r th e apparentl y non-inclusiv e style o f the  group . Question : Ho w to includ e mor e 
people i n thi s committee ? 

Up an d Coming : Ove r th e nex t month , I  expec t t o wrestl e mor e wit h th e proble m o f ho w t o 
include mor e member s i n the group' s functionin g and decision-making . Also , I  plan to begi n a 
C R A surve y o f loca l banks . I  w i l l distribut e minute s o f the  las t Capita l Formatio n committe e 
meeting, sen d notice s o f the  nex t meeting , schedul e th e us e o f the  V C D C office , an d chai r th e 
next meeting . 



C E D Projec t Progres s Updat e # 2 
Laura Bake r 
2/19/94 

Some progress , i n my assessment , ha s occurre d ove r th e pas t month . Namely : 
1. Th e grou p ha s begu n t o sincerel y wrestl e wit h it s missio n an d priorities . No t 

surprising t o me , ther e ar e divide d opinion s o n wha t Communit y Trust i s reall y about . I n a 
nutshell, th e divisio n seem s t o occu r primaril y betwee n peopl e (mostl y fro m privat e secto r 
backgrounds) wh o fee l tha t an y economi c developmen t i s goo d fo r th e community . Wherea s 
some peopl e fro m not-for-profi t background s ar e concerne d that , a s a  501(c)(3 ) organization , 
Community Trus t shoul d be geare d towar d lending to certai n sector s o f the community , namely 
low-mod. incom e people . Anyway , I  a m gla d tha t thi s debat e i s ou t i n th e open , becaus e the 
assumption tha t we wer e al l on the sam e trac k wa s drivin g m e batty . A n awareness i s dawning 
that w e nee d t o slo w down , an d eve n g o backwar d i n orde r t o resolv e som e ke y underlyin g 
issues. 

2. Th e grou p i s beginning to identif y in greater detai l what i t needs t o d o t o ge t started . 
For instance , ther e ha s bee n a  suggestio n t o hav e som e sor t o f market stud y done . Th e Capita l 
Formation committe e ha s generate d a  listin g o f variou s organization s wh o migh t b e abl e t o 
provide suggestion s o n wher e t o loo k fo r privat e investors/donors , a s a  resul t o f thei r ow n 
fundraising experience . Th e grou p w i l l invit e someon e wh o wa s involve d wit h a  loca l 
community loa n fun d tha t faile d t o discus s pitfalls . 

3. A n ad-hoc grou p o f people wh o had been meeting , without any kind o f formal identity 
or notic e t o othe r members , ha s formalize d itself int o the  Publi c Relation s Committee, and I  a m 
hopeful tha t notic e o f future meeting s w i l l b e give n to al l Board members , s o tha t more peopl e 
w i l l hav e th e opportunit y t o participate . 

4. Th e firs t officia l mailin g packe t wen t ou t t o al l (25) Boar d members , wit h a  variet y 
of information , including th e date s an d time s fo r upcomin g meetings. A s a  result , ne w peopl e 
have becom e involve d wit h ou r committees . Becaus e ther e i s n o pai d staf f fo r the  group , an d 
the grou p i s somewha t larg e an d unwieldy , one o f th e mai n challenge s w i l l b e t o kee p peopl e 
informed. Thi s mailin g i s a  ste p i n that direction. 

5. Th e Publi c Relation s committe e i s makin g som e progres s o n a  flye r describin g 
Community Trus t whic h ca n b e use d t o educat e th e communit y and a s a  fundraisin g tool . Thi s 
work i s inchin g along , slowed—appropriately , I  think—by the group' s on-goin g discussion of it s 
true nature . 

M y activitie s this pas t month : 
1. Attendanc e a t Capital Formation, Public Relations, and Executive Committee meetings. 

I compile d minutes fro m las t month's C F mtg., mailed them t o al l members, an d scheduled spac e 
for thi s month' s meeting , chaire d tha t meeting . 

2. Loca l C R A surve y underway , yieldin g ver y interesting results . I  have gathere d C R A 
Statements fro m 5  loca l banks , an d hav e me t fo r lon g interview s (1.5 t o 2. 0 hours ) wit h lender s 
at 3  o f these bank s t o discus s thei r perspective s o n thei r bank' s pas t an d futur e C R A activities . 
I am at  th e sam e tim e feelin g bank s ou t o n thei r willingnes s to participat e i n a  communit y 
development loa n fund : lendin g capital? reduce d interest ? donation s fo r operatin g expenses ? 
as wel l a s coverin g other area s o f persona l interest . 

Up an d Coming : 
1. M y election to Boar d o f Directors. 
2. Continuatio n of committee participation . 
3. Continuatio n of C R A survey . 



Swack Projec t Group , C ED Class 
March 19 , 199 4 
Update # 3 
Laura Bake r 

Continuing progres s b y th e grou p Communit y Trust, Inc . thi s pas t mont h includes : 

1. Decisio n b y th e ful l Boar d o f Director to hol d a  specia l meeting fo r th e sol e purpos e 
of discussin g th e group' s missio n an d lendin g criteri a fo r Communit y Trust' s Loa n Fun d (a t 
last!). Th e meetin g w i l l b e hel d i n two week s time . 

2. A t th e reques t o f th e Capita l Formatio n Sub-committee , a  grou p o f intereste d 
individuals w i l l mee t t o begi n th e developmen t o f a  busines s plan . Capita l Formatio n wa s no t 
comfortable wit h seekin g lending capital without additional clarity on the issue s i n #1 an d a t leas t 
a rudimentar y busines s plan . 

3. Survey s t o b e conducte d i n Northampto n (throug h th e Chambe r o f Commerce ) an d 
Amherst (throug h th e tow n Plannin g Dept. ) regardin g th e credi t need s o f existin g smal l 
businesses. Result s shoul d yiel d som e har d dat a aroun d whic h t o desig n ou r Loa n Fund . 

4. Publi c Relation s Sub-committe e continuin g t o wor k o n a  brochur e fo r the  group . 
Hopefully, thi s w i l l b e complete d b y nex t month . 

M y activitie s this pas t month : 

1. On-goin g survey o f bank's regardin g C R A . I  met wit h a  commercial lender thi s wee k 
who ha s recentl y develope d a  smal l business program , an d expresse d interes t i n the activitie s of 
Community Trust . Whe n I  suggeste d a t a  meetin g o f severa l banker s fro m a  larg e loca l ban k 
that Communit y Trust ma y b e seekin g lendin g capital , and a  percentag e o f tha t money grante d 
for us e a s operatin g money , ther e was genera l noddin g aroun d th e tabl e lik e tha t might b e a  rea l 
possibility. 

2. I  hav e bee n co-chairin g meeting s o f th e Capita l Formation s committee , helpin g t o 
schedule, makin g sur e minute s ar e take n an d maile d out , etc . 

3. Conducte d researc h wit h are a Chamber s o f Commerce an d Pionee r Valle y Plannin g 
Commission, i n search o f statistica l dat a o n acces s t o credi t (o r lac k thereof) fo r smal l busines s 
development. No t very fruitfu l results , mor e anecdotes . Look s lik e w e w i l l hav e t o d o ou r ow n 
market researc h (se e #  3  above) . 

4. Attendanc e a t meetings , meetings , an d mor e meetings . A t recent Boar d o f Directors 
meeting, I  was elected t o the Board . I  also offered t o convene an d chai r a Grants sub-committee , 
which ha s no t ye t gotte n of f th e ground . 

Up an d Coming : 

1. Conven e and begin work with a  new Grants committee. Appl y t o Northampton C D B G 
for $75,00 0 gran t fro m plannin g monies . (Mone y is , rumor ha s it , remaining fro m F Y '92 an d 
could wel l b e our s fo r th e asking . Look s ver y promising , and coul d b e ou r ke y t o gettin g ou r 
first staffperso n o n board. ) 

2. Continuatio n and compilatio n of result s fro m C R A survey. 
3. On-goin g committee an d Boar d participation . 



Swack Projec t Group , C ED Class 
A p r i l 16 , 199 4 
Update # 4 
Laura Bake r 

On-going progres s b y th e grou p Communit y Trust, Inc . thi s pas t mont h includes : 

1. Specia l meetin g was held on the issu e o f what th e mission/goal s of the grou p are , an d 
how thes e goal s w i l l impac t activities/lendin g decisions o f th e loa n fund . Th e meetin g wa s 
surprisingly productive, resulting in some additiona l clarification o n who we are, and who we w i l l 
lend to . W e w i l l prioritiz e loans which provide benefit fo r low/moderate income people, throug h 
the developmen t o f small businesses , jobs created o r sustained , an d to peopl e who cannot qualif y 
for traditiona l financing. 

2. A  smal l grou p me t t o begi n th e developmen t o f a  busines s plan . Som e ver y roug h 
figures were sketche d out . Th e group ha s anothe r schedule d meeting to flesh out the plan , befor e 
bringing i t t o th e large r grou p fo r comment . 

3. Th e Capita l Formatio n Committee met wit h a  person wh o ha d been activel y involve d 
with a  now-defunc t are a loa n fund , th e Wester n Mass . Communit y Loan Fund . Sh e discusse d 
problems an d pitfall s of the W M C L F whic h wer e ver y instructiv e fo r ou r group . 

M y activitie s this pas t month : 

1. Convene d the firs t meetin g o f the Grant s sub-committee . 

2. Wrot e an d worke d wit h anothe r Grant s sub-committe e membe r t o presen t a n 
application fo r fundin g fro m th e Northampto n C D B G program . Reques t fo r fund s wa s i n th e 
amount o f $60,000 ($20,00 0 fo r permanen t capital/loa n loss reserve; $20,00 0 fo r 0-lo w interes t 
lending capital ; $20,000 fo r operatin g fund s an d consultin g fees) . 

3. Attendanc e a t other Boar d an d sub-committe e meetings . Facilitate d "Special Purpose " 
meeting o n definin g who CT I is an d wh o i t w i l l len d to . 

Up an d Coming : 

1. Additiona l researc h o n source s o f grant/operatin g funds . Wor k wit h Grant s sub -
committee, a s needed , t o complet e application s fo r funds . 

2. Mee t wit h newl y hire d Cit y Plannin g Dept . staf f perso n t o complet e an d compil e 
results fro m loca l C R A survey . 



Swack Projec t Group , C ED Class 
May 14 , 199 4 
Update # 5 
Laura Bake r 

On-going progres s b y th e grou p Communit y Trust, Inc . thi s pas t mont h includes : 

1. A  secon d meetin g wa s hel d t o fles h ou t a  propose d budge t fo r Communit y Trus t 
during it s firs t fe w years . Budge t fo r 1994-199 6 produced , whic h show s goal s fo r acquisitio n 
of operatin g fund s an d capita l funds . Als o complete d a  cash flo w statemen t fo r operation s an d 
for loa n capital . Budge t show s the  nee d fo r a  dauntin g leve l o f Operatin g Funds . 

2. Brochur e fo r Communit y Trus t almos t complete : tex t an d layou t done . Sti l l need s 
graphics. 

3. Grant s committe e submitte d tw o proposal s fo r Operatin g funds . 
4. Capita l Formation committee me t to review fund-raising/membership lette r an d budget . 

M y activitie s this pas t month : 

1. Attendanc e a t tw o publi c hearing s i n suppor t o f Communit y Trus t proposa l fo r 
Northampton C D B G funds . Mayo r decline d t o fun d gran t proposal , althoug h indicate d tha t if 
other source s o f money wer e i n the project , sh e woul d conside r i t favorably . (N o one want s t o 
be th e firs t on e in. ) Th e Cit y woul d als o conside r a  guarante e program . 

2. Wit h the  hel p o f Grant s Sub-committee , anothe r proposa l fo r operatin g fund s wa s 
submitted t o th e Xeri c foundation . Althoug h the reques t wa s muc h smalle r tha n ou r C D B G 
request ($4800) , th e proposa l wa s muc h mor e substantial . Th e u p sid e t o thi s i s tha t w e ar e 
beginning t o buil d a  "library " of writte n informatio n tha t w i l l b e usefu l i n futur e fund-raisin g 
efforts. 

3. Wit h a  fello w Grant s an d Capita l Formatio n committee s member , prepare d a 
membership solicitatio n form, with three goals: 1 . Develo p more member s fo r Community Trust 
(and rais e som e mone y throug h membershi p fees ) 2 . As k for pledges/commitment s fo r futur e 
loan capital , an d ge t a  sens e o f ho w muc h peopl e ar e wil l in g t o invest , an d a t wha t term s 3 . 
ask peopl e t o conside r th e "10 % plan" , a  propose d 10 % donatio n towar d operatin g fund s t o 
match the  mone y the y ar e will in g t o invest . 

Up an d Coming : 

1. Th e continuin g searc h fo r operatin g funds . Grant s committe e t o prepar e a  pre -
application fo r the  Campaig n for Huma n Development , du e Jul y 1 , 1994 . 

2. Capita l Formatio n committe e t o begi n meetin g twic e a  month , rathe r tha n onc e a 
month, a s w e neve r see m t o ge t throug h al l of ou r business . 

3. Tak e fund-raising/membershi p lette r t o Executiv e Committee fo r comment , an d ge t 
out th e membershi p mailing . 

4. Up-dat e effort s a t acquirin g statistica l dat a throug h loca l surveys . 



Swack Projec t Group , CE D Clas s 
June 11 , 199 4 
Update # 6 
Laura Bake r 

On-going progres s b y th e grou p Communit y Trust , Inc . t h i s pas t 
month includes : 

1. Executiv e committee approve d th e mailin g fo r membership 
s o l i c i t a t i o n , o r i g i n a l l e t t e r s l i g h t l y modified . Th e committe e 
determined a  plan for the mailing: a t f u l l Boar d meeting nex t week 
a l l Boar d member s w i l l b e aske d t o brin g a  l i s t o f 1 0 name s an d 
addresses of acquaintances to s o l i c i t . L i s t s w i l l b e compare d an d 
c u l l e d durin g th e meeting , s o tha t member s ca n addres s envelope s 
a f t e r adjournment , an d ad d persona l notes t o the s o l i c i t a t i o n s . 

2. Analysi s o f smal l busines s survey s fo r th e Northampto n 
area b y Capita l Formatio n Committee . 

3. Submissio n b y Valle y CD C o f a  proposa l fo r funds t o th e 
Amherst Smal l C i t i e s Program . Proposa l include s mone y fo r 
technical assistanc e t o Community Trust , Inc . 

4. F i n a l draf t o f brochure completed , t o be maile d t o Boar d 
members fo r review an d approva l at next week's meeting . 

My a c t i v i t i e s t h i s pas t month: 

1. I n i t i a t e d some research with Capital Formatio n Committee . 
Spoke with smal l business originato r a t a  l o c a l ban k t o determin e 
who ban k i s servin g (an d wh o the y ma y no t b e serving ) . Eac h 
committee membe r spok e t o th e appropriat e person a t a  d i f f e r e n t 
l o c a l bank , an d w e compare d note s a t our meeting . 

2. Helpe d pla n agenda an d mailin g e f f o r t , t o tak e plac e at 
the n e x t f u l l Boar d meeting . 

Up an d Coming : 

1. Conduc t outreac h m a i l i n g / s o l i c i t a t i o n . 
2. Valle y CD C staffperso n t o generat e letterhea d fo r th e 

mailing. 
3. I  w i l l draf t a  sample l e t t e r fo r Board meetin g nex t week, 

and as k members to send si m i l a r l e t t e r t o the Mayor of Northampton, 
urging reconsideratio n o f fundin g for Community Trust , Inc . 

4. Compil e result s o f interview s with lendin g o f f i c e r s . 
5. C a l l severa l l o c a l businesse s who responde d t o our survey, ' 

to ge t mor e in-dept h information . Othe r member s o f Capita l 
Formation Committee w i l l d o th e same, and w e w i l l compar e notes at 
the nex t meeting . 

6. Hop e t o hear result s o f Xeri c Foundatio n proposa l during 
the month of June . 



Swack Projec t Group , C ED Class 
July 9 , 199 4 
Update # 7 
Laura Bake r 

On-going wor k b y the  grou p Communit y Trust, Inc . ove r the  pas t mont h includes : 

1. Compile d an d culle d list s of potential donors t o Communit y Trust. A  group me t on e evenin g 
to prepare a  mailing , whic h include d personal note s by Boar d member s t o eac h potentia l donor . 
Also included : fina l cop y o f C TI brochure, a  retur n dono r sheet , envelope , an d letter . 

2. Severa l Board member s sen t letters to the  Mayo r o f Northampton expressin g disappointmen t 
that sh e di d not fun d C T I with Bloc k Gran t monies . Mayo r responde d b y callin g t o schedul e a 
meeting wit h on e Boar d member . 

M y activitie s this pas t month : 

1. Helpe d to organiz e abov e mailin g effort . 

2. Compile d result s fro m callin g loca l lende r fo r informatio n o n thei r smal l busines s lendin g 
practices: wh o the y ar e currentl y servin g an d wh o the y ar e not . 

Up an d Coming : 

1. Hop e t o receiv e new s o n Xeri c Foundatio n proposal . 

2. Grant s committe e t o mee t t o determin e othe r potentia l source s o f funds . 

3. Grou p t o for m membershi p committe e (maybe) . 

4. Follow-u p o n mailin g wit h phon e calls . 



Swack Projec t Group , CE D Clas s 
August 6 , 199 4 
Update # 8 
Laura Bake r 

On-going wor k b y th e grou p Communit y Trust , Inc . ove r th e pas t 
month includes : 

1. Outreac h mailin g complete . 

2. The Capita l Formatio n Committee discussed the up-coming meetin g 
with th e mayor. Wha t is the best forum? Th e mayor suggested tha t 
she com e t o a  Boar d meeting , bu t w e decide d tha t i t would b e 
preferable for several CTI members to meet with her s p e c i f i c a l l y o n 
the issu e o f her support (CDBG funds) o f CTI. I t was als o decided 
that such a meeting shoul d be postponed u n t i l CT I has other funders 
on board , becaus e i t is c l e a r tha t sh e doe s no t wan t t o b e th e 
i n i t i a l fundin g source. 

3. Th e Capita l Formation Committee decided that i t s next task w i l l 
be th e developmen t o f a  comprehensiv e busines s plan f o r CTI. W e 
w i l l continu e to meet bi-weekly . 

4. On e perso n who responde d t o our mailin g offere d t o donate some 
t r a i n i n g tim e t o CTI . He r expertis e i s fund-raisin g an d boar d 
development. I  think w e coul d us e both . 

5. Response received fro m Xeri c Foundation Proposal....no funding. 

My a c t i v i t i e s t h i s pas t month: 

1. On-goin g coordinatio n o f th e Capita l Formatio n Committee . 

2. Pu t togethe r some inf o , o n busines s plans and othe r community 
loan fun d models (als o thank s t o George) f or the Capita l Formatio n 
Committee t o review . 

3. Revise d my Projec t Contrac t Outline: mos t s i g n i f i c a n t change s 
i n th e sectio n o n "Minimu m Objectives" . 

Up an d Coming : 

1. Schedul e meeting between the Grants Committee and Pa t (wh o w i l l 
donate som e t r a i n i n g tim e o n fund-raising ) t o determin e th e bes t 
strategy fo r t h is committee . 

2. Continu e work , wit h othe r members o f th e Capita l Formatio n 
Committee, o n th e Busines s Plan. 



Swack Projec t Group , C E D Class 
October 15 , 199 4 
Update # 9 
Laura Bake r 

On-going wor k b y th e grou p Communit y Trust , Inc . ove r th e pas t tw o month s includes : 
1. Grant s Committe e me t wit h Pa t Byrne s t o discus s ou r fund-raisin g plans . Pa t 

recommended, amon g othe r things , tha t w e cal l ourselve s th e Resourc e Developmen t 
Committee...so b e it . Afte r talkin g fo r a  shor t while , i t becam e readil y apparen t tha t th e 
Resource Dev . Committe e i s hampere d b y lac k o f direction/participatio n a t th e Boar d level . 
A l so , lac k o f clarit y and targete d focu s w i l l mak e i t difficul t t o wi n funders . Pa t ha s offere d 
time i n the for m o f board development , whic h seem s necessary . 

2. Capita l Formatio n Committee decided t o tak e th e lea d and develo p a  lendin g focus . 
We cam e u p wit h th e followin g targe t market s base d o n researc h o f loca l lender s an d ou r ow n 
pre-dispositions: 1 . Start-u p businesse s (firs t tw o years ) 2 . Graduate s o f micr o enterpris e 
programs wh o nee d additiona l capita l 3 . Cooperatively-owne d businesses . A  draf t wa s 
presented t o th e Executiv e Committee , wh o approve d i t t o g o befor e th e Boar d wit h mino r 
modifications. Ne w draf t reviewe d b y "full " Boar d a t quarterl y meeting , an d approved . 

3. A  member o f C TI attende d th e Firs t Alternatives Economics Fair sponsore d b y People 
for Co-op s an d Collectives . H e spok e wit h participant s (1 1 loca l businesses ) abou t financing 
needs, an d tol d peopl e abou t C T I . Favorabl e response from  participants ; numbe r o f businesse s 
( P C C ha s a t leas t 2 2 members ) encouraging . 

4. A t the quarterl y Boar d meeting , th e grou p decide d to focu s o n one, promisin g sourc e 
of funds : Northampto n C D B G funds . Member s agreed t o atten d a  meetin g wit h th e Mayo r a t 
her office , an d als o t o com e t o a  pre-meetin g strateg y session , schedule d fo r Oct . 12th . 

M y activitie s this pas t month : 
1. Drafte d lendin g proposals # 1 an d #2 , a s above . 
2. Calle d Mayor ' s office to se t u p meetin g fo r representatives o f C T I. I  got a  return cal l 

from th e directo r o f Planning and Developmen t Dept. , wh o wa s disincline d to recommen d tha t 
we mee t with th e Mayor , a s sh e di d not thin k fundin g woul d b e forthcoming , an d di d not wan t 
people t o "fee l bad" . I  encourage d he r t o recommen d th e meeting , tha t ther e wer e ne w 
developments t o repor t from  C T I . A  meetin g w i l l b e schedule d b y the Mayor ' s office. Drafte d 
a lette r fo r grou p t o revie w addresse d t o th e Mayo r (cc : D i r . o f Planning ) re : 
progress/developments a t C T I . On e issue preventing Northampton from  grantin g funding is they 
are unclea r abou t eligibl e uses i f C D BG fund s fo r economi c developmen t activities . 

3. Conducte d research throug h M I S E R an d th e Smal l Busines s Developmen t Cente r a t 
UMass o n number s o f start-up businesse s i n our area . 

U p an d Coming : 
1. Additiona l researc h o n nee d fo r lendin g capita l b y businesse s i n our newly-define d 

target markets . 
2. Pursu e loca l bank s fo r operatin g support . 
3. Follow-u p wit h th e Cit y o f Northampton . 
4. Researc h H U D C D BG regs . fo r eligibl e uses o f fund s fo r economi c development ' 

activities. 



Swack Projec t Group , C E D Class 
November 12 , 199 4 
Update #1 0 
Laura Bake r 

On-going wor k by th e grou p Communit y Trust, Inc . ove r th e pas t mont h includes : 

1. Fou r member s o f C T I met wit h th e Mayo r o f Northampto n t o discus s th e progres s 
and plans o f C TI an d try to enlis t her suppor t fo r the group , an d for futur e C D B G funding . Th e 
meeting wa s ver y helpfu l t o th e group , althoug h th e Mayo r di d no t commi t an y fund s a t thi s 
time. Sh e di d make numerou s suggestion s o f potential source s o f funding an d othe r intereste d 
parties. Sh e expressed willingnes s to write letters of support o n our behalf in the future , an d that 
i f w e ar e seekin g substantia l funding , t o commi t matching fund s contingen t o n garnerin g thos e 
funds. 

2. A  membe r o f the Resourc e Developmen t Committee drafted a  beginning fund-raising 
plan, incorporatin g the Mayor ' s suggestions o f potential sources . Th e pla n outline s categorie s 
of funder s (i.e . public , foundation, business , banks , an d individuals ) and specifi c people and/o r 
groups t o approach. Th e plan assigns smalle r sub-groups o f C T I Boar d member s t o pursue eac h 
category o f funders , give s a  time-line  an d a  fundraisin g goal . 

3. A  membe r o f th e Capita l Formatio n Committe e drafte d a  lette r an d surve y o n 
financing need s t o b e include d i n a  large r mailin g t o cooperatively-owne d businesses . Th e 
mailing i s being conducte d b y Peopl e fo r Co-op s and Collectives . 

M y Activitie s thi s pas t month : 

1. Scheduled , coordinated , an d attende d th e meetin g wit h th e Mayor . 
2. Helpe d with revision s to th e fundraisin g pla n an d th e co-o p survey . 
3. Researche d criteri a an d reportin g requirement s fo r th e us e o f C D B G monie s fo r a 

community loa n fund . 

U p an d Coming : 

1. Mee t wit h large r grou p t o finalize  th e fundraisin g plan . 
2. Implemen t th e fundraisin g plan . 
3. Wi t h othe r Capita l Formatio n Committee members , develo p outreac h materia l t o b e 

used i n the up-comin g outreach/fimdraising effort . 
4. Wor k o n busines s plan . 



Swack Projec t Group , C E D Class 
December 10 , 199 4 
Update #1 1 
Laura Bake r 

On-going wor k b y th e grou p Communit y Trust, Inc . ove r th e pas t mont h includes : 

1. A  mem o outlinin g fundraising goals , sources , an d sub-committee s wa s circulate d t o 
10 member s o f C T I. 

2. A  grou p o f fiv e member s me t t o discus s th e memo . I t wa s generall y approve d wit h 
some mino r revisions . Member s assigne d themselve s specifi c source s t o cal l , se t u p 
appointments with , an d mee t wit h durin g th e mont h o f December . Source s includ e th e 
Northampton Developmen t Corp. , loca l utilit y companies , an d severa l banks . 

3. On e Capita l Formatio n Committee member (no t me ) me t wit h Chri s Syke s of the W . 
Mass. Enterpris e Fund . Chri s wa s ver y supportiv e an d di d not se e C T I as competin g wit h th e 
Enterprise Fund . H e offere d severa l suggestion s o n additiona l fundin g sources . H e strongl y 
recommended w e pursu e th e M O T T foundation . 

4. Anothe r membe r o f th e Capita l Formatio n Committe e (again , no t me ) attende d a 
session o n sociall y responsibl e investing , sponsore d b y th e Unitaria n Church. 

5. Th e grou p reviewe d a  narrativ e draf t o f a Prospectu s fo r Investor s an d Donor s to th e 
C T I loa n fund . Som e member s offere d revisions , an d severa l peopl e bega n wor k o n financia l 
projections t o accompan y th e narrative . 

M y Activitie s thi s pas t Month : 

1. Attende d meeting s o f Capita l Formatio n and Resourc e Developmen t committees . 
2. Researche d an d wrot e narrativ e draf t (essentiall y a  componen t o f a  business plan ) o f 

Prospectus fo r Investor s an d Donors . Wit h anothe r committe e member , worke d als o o n 
Financials. 

3. Assimilate d comment s an d revision s int o narrative . 

U p an d Coming : 

1. B y the en d o f December, t o finaliz e narrativ e an d Financial s of Prospectus, s o tha t i t 
can b e give n to potentia l fundin g source s durin g the visit s that ar e shortl y t o b e scheduled . 

2. Prin t and bin d Prospectus . 
3. Mak e visit s to potentia l fundin g sources . 
4. Continu e t o implemen t fundraisin g plan . 



MEMORANDUM 

To: Member s o f Resourc e Developmen t Committe e (RDC) : 
K i m b e r l e y Longey , Joh n Dunne , Joh n C o u l l , S c o t t H e y l , 
Greg D i b r i n d i s i ,  Jud y Raymond , Da n McKenna , A l K a t z 

From: Laur a Bake r (Committe e C h a i r ) an d Do n B i a n c h i 

Date: Novembe r 7 , 1 9 9 4 

Re: F O I I O K U P t o 1 0 / 1 2 / 9 4 Meetin g o f RD C 

The nex t meetin g o f th e Resourc e Developmen t Committe e (RDC ) 
i s s c h e d u l e d f o r a t 5 : 3 0 P.M . a t th e V a l l e y 
CDC O f f i c e i n Northampton . I t i s c r i t i c a l t h a t a l l members o f 
the RD C mak e e v e r y e f f o r t t o a t t e n d . 

At th e Septembe r 2 8 Boar d o f D i r e c t o r s meeting , w e ha d a 
s u b s t a n t i v e d i s c u s s i o n o n p o s s i b i l i t i e s f o r r a i s i n g o p e r a t i n g 
funds b y ou r newly-name d Resourc e Developmen t Committee , f o r m e r l y 
the g r a n t s committee . A t th e Boar d meeting , w e i n e f f e c t ha d ou r 
f i r s t meetin g o f ou r e n l a r g e d committee, an d s c h e d u l e d th e nex t 
meeting f o r October 12 . T h i s f o l l o w u p meetin g wa s a t t e n d e d b y 
L a u r a , K i m b e r l e y an d Don . 

On Octobe r 25 , r e p r e s e n t a t i v e s o f th e RD C (Joh n C o u l l , S c o t t 
H e y l , Laur a Bake r an d Do n B i a n c h i ) me t w i t h Northampto n Mayo r 
Mary For d an d Communit y Developmen t D i r e c t o r Penn y Kim . A t th e 
m e e t i n g , w e r e c e i v e d th e Mayor 1s s t r o n g encouragemen t t o see k 
funds fro m o t h e r s o u r c e s . Sh e suggeste d s e v e r a l s ource s t o 
e x p l o r e : th e U n i v e r s i t y o f M a s s a c h u s e t t s , banks, u t i l i t y 
companies, th e S m a l l B u s i n e s s A d m i n i s t r a t i o n , th e M a s s a c h u s e t t s 
O f f i c e o f B u s i n e s s Development , an d th e Northampto n Developmen t 
C o r p o r a t i o n . 

The Mayo r s a i d t h a t sh e woul d p r o v i d e l e t t e r s and/o r 
s t a t m e n t s o f s u p p o r t i n our a p p l i c a t i o n s f o r f u n d s. F u r t h e r m o r e , 
i f w e demonstrat e s u c c e s s i n r a i s i n g o t h e r f u n d s , th e Mayo r 
i n d i c a t e d th e C i t y ma y b e i n a  p o s i t i o n t o p r o v i d e a  match . 
Mayor For d emphasize d th e nee d f o r us t o p l a n 3- 5 y e a r s i n 
advance, an d o b t a i n m u l t i p l e - y e a r commitment s o f f u n d i n g . 

We ar e p r o p o s i n g th e f o l l o w i n g agend a f o r the nex t meetin g o f 
the RD C , on : 

o for m subcommittee s t o enhanc e ou r f u n d r a i s i n g e f f o r t s , 
and f i n a l i z e subcommitte e assignment s ; 

o i d e n t i f y a  c o n t a c t perso n f o r each subcommittee ; 

o s c h e d u l e th e i n i t i a l meetin g f o r each subcommittee ; 



o p r o v i d e a n update o n the C a p i t al Formatio n Committee' s 
development o f an i n f o r m a t i o n packag e t o pre s e nt t o 
p o t e n t i a l f u n d e r s ; 

o i n i t i a t e wor k o n d e v e l o p i n g a  3-yea r p l a n f o r o b t a i n i n g 
o p e r a t i n g s u p p o r t . 

I f yo u cannot a t t e n d th e next meetin g o f the RDC, p l e a s e 
c a l l Committe e C h a i r Laur a Bake r a t 268-0064 t o c o n f i rm you r 
subcommittee assignments . 

We ar e p r o p o s i ng th e f o l l o w i ng subcommitte e assignment s and 
f u n d r a i s i n g g o a l s . 

P u b l i c S e c t o r G r a n t s 

Sources t o S o l i c i t : Amhers t Read y Resourc e Fund s 
H i l l t o w n CD C D i s c r e t i o n a r y Funds 
UMASS/ Sm a l l B u s i n e s s Dev . C t r . 
Small B u s i n e s s A d m i n i s t r a t i o n 
Northampton CDB G ( a f t e r r e c e i v i n g o t h e r 

funds 
Others t o be I d e n t i f i e d 

F u n d r a i s i n g G o a l : $20,00 0 p er year i n g r a n ts 

Subcommittee Members : L a u r a , K i m b e r l e y , Don , John D. , S c o t t 

F o u n d a t i o n G r a n t s 

P o t e n t i a l S o u r c e s : T o Be I d e n t i f i e d 

F u n d r a i s i n g G o a l : $20,00 0 i n g r a n ts ove r nex t tw o ye a r s 

Subcommittee Members : L a u r a , K i m b e r l e y , Do n 

Funding fro m B u s i n e s s an d B u s i n e s s - R e l a t ed O r g a n i z a t i o n s 

P o t e n t i a l S o u r c e s i Northampto n Developmen t C o r p o r a t i o n 
P i o n e e r V a l l e y V e n t u r e Foru m 
P i o n e e r V a l l e y P l a n n i n g Commissio n 
B u s i n e s s e s f o r S o c i al R e s p o n s i b i l i t y 
U t i l i t y Companie s 
Others t o be I d e n t i f i e d 

F u n d r a i s i n g G o a l : $10,00 0 per y e a r; m u l t i p l e - y e a r g r a n t 
commitments 
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P o t e n t i a l Sources : 

Funding fro m Bank s 

SIS 
Bank of Western Massachusetts 
united Bank / Vermon t N a t i o n a l Ban k 
Shawrnut 
Baybank 

F u n d r a i s i n g G o a l : $2,50 0 pe r y e a r pe r bank ; m u l t i p l e - y e a r g r a n t 

cornmi tmen ts 

Subcommittee Members : Joh n D. . Judy , Dan , L a u r a , A l , Do n 

I n d i v i d u a l Membersh1 p Contr1bu11on s 

P o t e n t i a l Sources : R e s i d e n t s i n th e communitie s 

F u n d r a i s i n g G o a l : 5 0 ne w member s pe r y e a r ; $1,00 0 i n membershi p 
c o n t r i b u t i o n s pe r yea r 

Subcommittee Members : A l l committee member s 

As l o n g - s t a n d i n g members o f th e "Grant s Committee" , i t is 
e x c i t i n g t o se e ou r f o c u s e n l a r g e d an d th e broa d e x p e r t i s e b e i n g 
brought t o bea r o n th e c r i t i c a l i s s u e o f r a i s i n g o p e r a t i n g fund s 
f o r CTI . 



B o a r d o f Directors 

Community Trus t has a 25 member , volun-
teer Board of Directors that meets regularly 
throughout the yea r to establish policies , set 
priorities, review requests for financing  and 
make investment decisions . Director s are 
elected to serve staggered terms of three 
years. 

Officers: 
President -  John Coull , Owne r 

Valley Bicycl e 
Vice Presiden t -  Joan Cramer , Owne r 

Personal Money Management Servic e 
Vice Presiden t -  Donna Sarro , Owne r 

W e l l Balanced Payrol l 
Treasurer - Scot t Heyl , Owne r 

Heyl Constructio n 
Clerk - Joh n Dunne, Executiv e Director 

Valley Community Development Corp . 

Directors: 
Joseph Agunde z Claire Higgins 
Laura Bake r A l a n K a t z 
Suzanne Bec k Kimberly Longey 
Don Bianch i Rafael Lopez-Sanche z 
Wes Brow n Dian Mandle 
Martin Carrer a Louis Moore 
John Connor s Judy Raymond 
John Coul l Donna Sarr o 
Joan Crame r Alan Sa x 
Douglas D a R i f Mary Seklecki 
John Dunn e Jim Therou x 
David Gengle r 
Charlene Golonka 
Scott Hey l 

Community Trust, Inc . 

16 Armory St. 
Northampton, MA 01060 

(413) 586-5855 



W h a t i s C o m m u n i ty Trus t? 

Community Trus t i s a private , non-profi t 
community-based financia l institutio n 
whose purpos e i s to spu r economi c and 
social developmen t i n Hampshire and 
Franklin countie s b y bridging the ga p 
between th e smal l busines s communit y and 
conventional lendin g institutions. 

Community Trus t w i l l : 

• Offe r credi t to thos e whos e credi t needs 
are no t otherwis e bein g met ; 

• Provid e the necessar y technica l assis-
tance t o borrowers t o ensur e th e succes s 
of loan s an d t o buil d th e capacit y of 
borrowers; 

• Us e the lendin g process i n a wa y tha t 
encourages borrower s t o participate i n 
decision-making withi n thei r organiza-
tions an d communities ; 

• Len d primaril y fo r communit y develop-
ment providin g employment opportun i 
ties fo r lo w and moderat e incom e 
people; 

• Demonstrat e th e valu e and viabilit y o f 
lending t o smal l businesses ; 

• Provid e a bridge between conventiona l 
lenders an d unconventiona l borrowers; 

• Tak e deposits; pa y a  fai r marke t interes t 
rate on deposits ; an d reinves t deposit s 
through sociall y responsibl e lendin g to 
businesses i n Hampshire and Frankli n 
counties. 

W h y wa s C o m m u n i t y Trust started ? 

Over th e pas t ten years , ou r are a ha s los t 
all bu t a  handfu l o f its ' loca l lendin g insti -
tutions. Acces s to loan s fo r smal l 
businesses an d flexibl e credi t have al l but 
disappeared fro m ou r community. 

A surve y o f the remainin g banks an d 
financial institution s that do lendin g identi-
fied a  clea r gap i n the lendin g area o f 
between $10,00 0 and $150,000 . Mos t 
nonprofits onl y len d up t o $10,00 0 whil e 
most commercia l banks don' t mak e loan s 
under $150,000 . Th e lender s workin g fo r 
these Boston based o r out-of-stat e bank s d o 
not hav e th e loca l knowledg e or th e author -
ity t o mak e thi s typ e o f loan, whil e saving s 
banks ar e extremel y cautious abou t lendin g 
to smal l businesses . 

Community Trus t wa s forme d t o f i l l thi s 
gap an d mee t th e ver y rea l need fo r a 
community base d financia l institution . 

W h e n wa s i t started ? 

The firs t annua l meetin g wa s hel d on 
November 17 , 1993 . Representative s cam e 
from al l sectors o f Hampshire and Frankli n 
Counties: legislators , chambers o f com -
merce, communit y developmen t 
corporations, loca l businesses , an d other s 
to establis h a  long-ter m solution to the loca l 
credit crunch . Member s present electe d th e 
Board o f Directors. 

W h o ca n j o in C o m m u n i t y Trust ? 

Membership i s open to al l residents o f 
Franklin an d Hampshir e Counties 1 8 year s 
of ag e o r older , a s wel l a s persons workin g 
or doin g business i n the are a wh o hav e 
completed a n application for membershi p 
and paid annual dues . 

Wha t type s o f loans w  i ll 
C o m m u n i t y Trus t make ? 

A l l loa n applicants mus t demonstrat e ho w 
they w i l l us e th e fund s t o mee t a  human , 
community o r environmenta l need, whethe r 
through employment , wage s an d benefits , 
or product s an d services . 

In orde r t o be eligibl e fo r financin g all or 
part o f a project mus t no t qualif y fo r a 
standard commercia l loan, and th e projec t 
must provid e one o r mor e o f the followin g 
benefits: 
• Jo b creation , commendurat e wit h th e $ 

investment; 
• Jo b retention , wher e th e loa n is fo r 

business survival ; o r 
• Provisio n o f goods an d service s fo r low 

and moderat e incom e people . 
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D E S C R I P T I O N O F C O M M U N I T Y T R U S T , I N C . 

I . M I S S I O N 

The purpose of  Community  Trust,  Inc.  (CTI)  is  to provide economic  opportunities  for  low 
to moderate  income  individuals  through  the  development  of  an  alternative  source  of  financial 
services. 

Strategy t o Implemen t Miss ion : C T I w i ll establis h a  communit y based loa n fund whic h 
provides loa n capita l fo r smal l businesse s t o peopl e wh o ar e o r wh o hav e bee n traditionall y 
denied access t o credit. Loa n amount s w i l l range from  $10,00 0 to $150,000. Th e loan fund w i l l 
be base d initiall y i n Northampton , a t th e office s o f th e Valle y Communit y Developmen t 
Corporation, an d loan s w i l l b e mad e t o businesse s locate d i n Hampshire o r Frankli n counties . 
Loan applicant s must demonstrate ho w funds w i l l mee t a  community need and the direc t way that 
funds w i l l ac t to benefit loca l residents throug h job creation , retention, o r the provision o f good s 
and service s t o lo w and moderat e incom e people . 

The purpos e o f thi s prospectu s i s t o acquain t potentia l donor s an d investor s wit h th e 
concept an d viabilit y o f establishing the typ e o f community based loa n fund propose d b y C T I. 

I I . H I S T O R Y 

Community Trust , Inc . wa s incorporate d a s a  non-profi t organizatio n in the fal l o f 199 3 
and hel d it s first  annua l meetin g i n Novembe r o f 1993 . Prio r t o thi s meeting , a  grou p o f 
individuals from  Hampshir e and Franklin counties, concerned at the dwindling number of locally-
based financial  institutions , held a series of forums entitled " C A P I T A L S O L U T I O N S - C A P I T A L 
I D E A S " . Fro m thes e public forums, a  core grou p of individuals (representin g banking , ventur e 
capital, smal l business , an d non-profi t sectors ) bega n plannin g the mos t effectiv e wa y t o mee t 
credit gap s an d obstacle s tha t smal l businesse s fac e i n obtaining financing. 

During it s first  yea r o f forma l organizatio n C T I ha s concentrate d o n developin g it s 
capacity to addres s financing  problem s that smal l businesses face , an d ha s refine d its analysis of 
existing gap s i n institutional financing.  C T I has bee n drive n entirely by voluntee r effor t o n th e 
part o f its Board o f Directors. Th e Boar d (se e complet e list , Appendi x I ) continues t o represen t 
a comprehensiv e arra y o f interests : stron g representatio n from  smal l busines s owners , from 
investment an d ventur e capita l specialists , an d from  th e no t fo r profi t sector . Membershi p in 
C T I total s 4 5 peopl e a s o f Decembe r 1994 . 

During this year, C TI has maintained a close relationship with its sponsoring organization, 
the Valle y Communit y Development Corporatio n ( V C D C ). Th e V C D C ha s provide d meetin g 
space, organizationa l suppor t fo r mailing , minutes , etc. , an d experienc e wit h economi c 
development projects. I n 1989 , the V C D C wa s instrumental in fostering another communit y loan 
fund project , th e Wester n Massachusett s Enterpris e Fund , whic h lend s t o ver y smal l businesse s 
in amount s les s than $20,000 , averagin g $7,000 . Originall y th e W . Mas s Enterprise Fun d wa s 



housed an d ru n ou t o f space provided by th e Frankli n Count y C D C , bu t afte r a n initia l period , 
it spu n of f into it s own separate entity. Thi s year th e W . Mas s Enterprise Fun d loaned $251,24 4 
to 3 4 businesse s i n Wester n Massachusett s an d i s continuin g t o gro w a t a  rapi d pace . Th e 
amount loane d i n F Y '9 4 wa s thre e time s th e amoun t loane d i n F Y '93 . 

C T I envision s a  simila r pattern o f growth : originatin g as a n activit y housed withi n th e 
V C D C , spendin g 2- 3 year s becoming full y operational , an d the n establishin g a  separate venue . 

III . G E O G R A P H I C A L A R E A O F A C T I V I T Y 

C T I w i l l len d t o smal l businesses locate d i n Hampshire an d Frankli n countie s (se e ma p 
below). Existin g pattern s o f busines s distributio n resul t i n approximatel y hal f o f Hampshir e 
county businesse s being locate d i n the Northampton-Hadley-Amhers t corridor . Becaus e o f th e 
level o f economic activit y in this corrido r and th e curren t absenc e o f sufficien t credi t option s t o 
stimulate ne w businesses , C T I anticipate s a  significan t majorit y o f it s lendin g w i l l b e t o 
businesses locate d i n thi s corridor . Furthermore , becaus e C T I w i l l initiall y b e locate d i n 
Northampton (Hampshir e count y seat) , lending activity during this period w i l l b e predominantl y 
in Hampshir e county , du e t o physica l proximity . Busines s distributio n pattern s i n Frankli n 
county indicat e a  concentratio n o f businesse s (40 % fo r th e county ) i n th e tow n o f Greenfield . 
CTI ' s pattern s o f lendin g ma y shif t i n futur e year s a s th e locatio n o f C T I changes, an d a s it s 
capacity t o mak e loan s an d conduc t outreac h increases . 
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Demographics o f the Counties* : 

The populatio n o f Hampshir e count y (146,568 ) an d th e populatio n o f Frankli n count y 
(70,092) yiel d a  tota l population base of 216,660 people . Busines s development i s proportional 
to population : Hampshir e county ha s 3,14 1 busines s establishment s employin g 41,565 people , 
while Frankli n count y ha s 1,62 2 busines s establishment s employin g 21,568 people . (Source : 
County Busines s Patterns , 1991 , Burea u o f th e Census. ) A s discusse d above , businesse s ar e 
concentrated i n the large r town s an d city . 

The media n househol d incom e i n Hampshir e count y i s $34,15 4 an d i n Frankli n count y 
is $30,350 . O f employe d resident s o f Hampshir e county , 67 % wor k withi n th e county . O f 
employed resident s o f Frankli n county , 68 % wor k withi n th e county . Businesse s i n bot h 
counties ar e predominantl y small . I n Franklin county , 55 % o f al l establishe d businesse s emplo y 
1-4 people , whil e 77% o f businesses emplo y 9  o r fewe r people . I n Hampshir e county , 56 % o f 
all establishe d businesse s emplo y 1- 4 people , whil e 78% emplo y 9  o r fewe r people . (Source : 
County Busines s Patterns , 1991) . 

Based o n th e numbe r o f ne w businesse s incorporate d i n Massachusett s i n a  year' s tim e 
(15,725 fo r th e perio d A p r i l 1993-Apri l 1994) , on e ca n extrapolat e th e leve l o f busines s 
incorporation i n th e tw o countie s t o b e 48 7 businesse s annually . (Base d o n th e rati o o f 
established businesse s i n Mass . t o establishe d businesse s i n th e tw o counties . Source : Ne w 
England Economi c Indicators, Octobe r 1994 , Federa l Reserv e Ban k of Boston) . 

I V . O U T R E A C H / M A R K E T I N G P L A N 

The issue o f market ha s bee n a  primary focus fo r C T I . Becaus e o f the foundin g mission 
of th e group , "market " ha s mos t often bee n identifie d in terms of potential borrowers. However , 
as th e financial  informatio n w i l l demonstrate , althoug h th e borrower s w i l l b e th e end-user s o f 
CTI ' s services , the y w i l l no t constitut e it s only market. A s a business venture , C T I w i ll rel y o n 
two additiona l markets t o suppor t it s ow n operations . Fo r simplicity' s sake, thes e market s ar e 
discussed broadl y a s investor s an d donors . 

A . Investors 

Individual Investors : 
One o f th e drivin g force s behin d th e formatio n o f C T I was th e desir e o f loca l 

residents t o inves t mone y locally . Ther e i s enthusiasm fo r a  mechanis m b y whic h resident s o f 
Hampshire and Frankli n countie s ca n be assure d tha t their mone y i s working to benefi t th e loca l 
economy. Ther e hav e bee n numerou s expression s o f this public interest. A  graphi c illustration 
of thi s interes t occurre d during the perio d between Decembe r 4 , 1992 , whe n news o f the failur e 
of th e loca l Heritag e Saving s Ban k an d imminen t merge r wit h Flee t Ban k becam e publi c 
information, an d M a y 14 , 1993 , whe n Flee t Ban k merge d th e Heritag e deposit s wit h it s own . 

* Unless  otherwise  indicated,  statistics  are  based  on  1990  STF-3  Census  Data. 
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During thi s period , thousands of depositor s pulle d a tota l of 36,000 account s from  th e soon-to -
be Flee t Bank. A  tota l o f $320 mil l io n i n withdrawals (representing a  third of Heritage's nearl y 
$1 bil l io n i n deposits) fle d th e Bank . Othe r small , local banks receive d the over-flow . Florenc e 
Savings Bank increased it s deposits b y $36.4 mil l io n (19.9% ) i n the year ending September 30th . 
Other smalle r loca l bank s wer e similarl y effected : Northampto n Co-operativ e Ban k reporte d 
increases o f $7.6 mill io n (14.7%) ; Easthampto n Saving s Bank received $25.7 mil l io n (13.9%) ; 
Peoples Saving s Ban k took i n $34. 3 mil l io n (9.5%) ; Woronoc o was u p $17. 5 mill io n (9.3%) . 
(Source: Dail y Hampshir e Gazett e article , 12/6/93. ) 

Over severa l months ' time , th e Hil l tow n Communit y Developmen t Corporatio n raise d 
over $50,00 0 i n individual investmen t fo r a  revolving loan fund from  th e approximatel y 13,00 0 
residents i n it s te n tow n region . Th e succes s o f thi s capitalizatio n was base d o n th e desir e o f 
Hil l town resident s t o inves t i n thei r neighbor s an d thei r immediat e communities . 

C T I , withou t actively soliciting investment, ha s received half a  dozen offers o f investmen t 
from loca l resident s an d from  it s membership . Th e organizatio n ha s aske d thes e intereste d 
parties t o postpon e thei r investmen t unti l C T I has th e organizationa l capacit y t o begi n makin g 
loans. Outreac h t o individua l investor s w i l l b e th e responsibilit y of the C T I members, wh o w i l l 
use existin g connection s t o religiou s groups , t o "Businesse s fo r Socia l Responsibility" , to th e 
"Social Investmen t Forum" , ventur e capita l groups , an d supporter s o f loca l no t fo r profi t 
organizations. Advertisin g w i l l b e conducte d throug h th e loca l paper , th e Dail y Hampshir e 
Gazette, whic h ha s demonstrate d a n on-goin g interest i n C TI through severa l article s durin g th e 
past year . Solicitation s w i ll als o b e mad e throug h a n existin g mailin g lis t o f intereste d partie s 
(approximately 25 0 people) . 

C T I w i l l offe r it s investor s a  rang e o f options wit h term s whic h favo r longe r period s o f 
investment. C T I w i ll accep t loan s o f $1,000 o r more . Investor s w i l l determin e th e ter m o f then-
loan, wit h th e minimu m term bein g on e year . Longe r ter m loans , an d loan s wit h lo w o r 0 % 
interest w i l l b e encouraged . Fo r investor s requirin g a  return , tw o option s w i l l b e available : 
interest a t a  rate o f 4  point s belo w prime fo r investment s o f one o r tw o years ; interes t a t a  rat e 
of 2  points below prime fo r investment s o f three or mor e years . Interes t payments w i l l b e mad e 
on a  semi-annua l basis . 

Investments w i l l no t b e insured . However , C TI w i ll protec t it s investments b y requiring 
collateral fo r it s loans , providin g technica l assistance , regula r monitorin g o f borrower s t o 
facilitate successfu l loans , an d maintainin g los s reserves . 

Based on the amoun t o f money transferre d ou t o f Fleet Bank and the succes s o f other are a 
funds i n raising money from  individua l investors , th e tota l marke t o f investors seekin g locally -
based investmen t opportunitie s i s estimate d t o b e i n exces s o f $30 0 mil l ion . Th e loa n fun d 
proposed by C TI w i ll see k to capture a  very modes t percentage of that market, .  1 % ove r 3 years . 
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Institutional Investors: Severa l institutions are likel y prospects fo r investment o f lending 
capital a t favorabl e terms : 

1. Calver t Social Investmen t Fund . 
2. Religiou s Institutions . 
3. Foundation s intereste d i n making program relate d investments . 

Reporting o n the fund' s progres s an d financia l statu s to investor s an d donor s w i l l occu r 
semi-annually. 

B . Donors 

The experience s o f previously establishe d loa n funds whic h hav e ha d varying degrees of 
success hav e informe d the effort s o f C T I i n developing plans fo r it s loan fund. Specifically , th e 
most critica l ingredien t for loa n fund stabilit y has bee n th e abilit y to fund operations . Whil e th e 
revenue fro m interes t an d fee s generate d b y lendin g can b e substantial , the y ar e no t sufficien t 
to cover the loa n fund's tota l operating expenses . Thi s i s particularly true in a loan fund's earl y 
years. 

The mos t significan t challenge i n funding operation s i s no t th e unavailabilit y of source s 
of gran t fund s an d donations , bu t th e fac t tha t the amoun t o f time neede d t o pursue thes e fund s 
is prohibitive . Th e staf f o f a  loa n fun d (i n earl y years , typicall y a  singl e individual ) canno t 
simultaneously conduct outreach, scree n applications, offer technica l assistance t o borrowers an d 
raise operatin g funds . Fo r thi s reason , C T I seek s thre e t o fiv e yea r commitment s from  it s 
donors. I t i s vita l t o hav e thi s initia l fundin g stabilit y for th e loa n fun d t o succee d an d grow . 
It i s simpl y to o drainin g for a n incipien t organization to rais e it s entir e budge t from  donation s 
on a n annual basis . C T I w i ll urg e it s donors t o conside r smaller initia l amount s o f commitment 
in favo r o f multi-yea r commitments . 

Donors are a n importan t marke t fo r C T I . Donation s or grant fund s ar e neede d fo r start -
up costs , t o establis h permanen t capita l an d loa n los s reserve , an d t o subsidiz e th e operatin g 
budget o f the loa n fund. Althoug h man y loa n funds ar e recen t organizations , examples o f large, 
successful, establishe d loa n funds (7-1 0 years , ove r 2  mil l io n i n capitalization) indicate that a n 
average o f 40-60 % o f operation s ar e covere d b y revenu e (incom e generate d from  interes t an d 
fees). Th e remainin g 40-60% o f th e operatin g budge t i s supporte d annuall y b y donation s an d 
grants. 

C T I i s currently filing fo r 501(c)(3) status , which w i l l allo w donors's contribution s to C TI 
to be tax deductible . I n the interim , donations mad e throug h CTI ' s financia l conduit , th e Valle y 
C D C , itsel f a  501(c)(3 ) organization , ar e als o ta x deductible . 

The source s an d amounts liste d on the nex t page have been identified in CTI 's fundraisin g 
plan. Thes e sources are sufficien t to generate the operating capital and permanent capita l (neede d 
in th e firs t yea r only ) and annua l operatin g capita l in future years . 
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Although i n early years , th e loa n fund w i l l onl y generate a smal l percentage of its incom e 
from it s lendin g activity , thi s activit y i s th e purpos e o f th e fun d an d deman d fo r thes e loan s i s 
essential t o th e viabilit y o f the loa n fund . C T I has conducte d researc h abou t other are a lender s 
(see sectio n o n Competition ) and w i l l targe t its loans t o types of businesses that are no t currentl y 
being serve d b y thes e lenders . Becaus e on e o f CTI ' s goal s i s t o prepar e peopl e t o b e abl e t o 
access conventiona l financing  source s an d no t t o compete with these sources , borrower s w i l l b e 
required t o demonstrat e rejection fro m tw o financing  source s (typicall y banks) befor e becomin g 
eligible fo r a  loa n from  th e loa n fun d (se e sampl e form , Appendi x II) . 

Sources 

Foundation Grants : 
M O T T Foundatio n 
Sources t o b e Identifie d 

Public Secto r Grants : 
Amherst Read y Resourc e Fund s 
Hil l town C D C Discretionary Fund s 
U M A S S / S m a l l Bus . Dev . Cente r 
Small Busines s Administratio n 
Northampton C D B G 
Academic Institution s 
Others t o b e Identifie d 

Business-Related Organizations : 
Northampton Developmen t Corp . 
Pioneer Valle y Ventur e Foru m 
Pioneer Valle y Plannin g Commission 
Businesses fo r Socia l Responsibilit y 
Util i ty Companie s 
Others t o b e Identifie d 

Banks: 
SIS 
Bank o f W . Mass . 
United Bank/Vermon t Nationa l Ban k 
Shawmut 
Baybank 
Fleet 
Bank o f Bosto n 
Others t o b e Identifie d 

Individual Membershi p Contributions : 
50 ne w member s pe r yr . 

Total Annua l Fundraising Goa l 
(Operating Budget ) 

Fundraising Goa l 

$20,000 pe r yr . from  al l sources combine d 

$20,000 pe r yr . from  al l sources combine d 

$10,000 pe r yr . from  al l sources combine d 

$30,000 tota l from  al l bank source s 

$1,000 pe r yea r 

$8 L 0 00 
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C . Borrowers 

C T I ha s identifie d th e followin g type s o f businesses a s eligibl e borrowers : 

1. Start-up businesses : Start-u p businesse s ar e define d a s thos e busines s bein g 
newly formed , o r businesse s withi n th e first  tw o year s o f operation . Thi s i s a  secto r o f th e 
commercial marke t currentl y no t serve d withi n th e loa n amount s propose d b y C T I ($10,000-
$150,000). A  surve y o f loca l banks * revealed tha t mos t bank s d o no t offe r commercia l loans 
to businesse s wit h les s than tw o years ' trac k record , and non e len d t o businesse s wit h les s tha n 
18 months ' trac k record . I t shoul d be note d tha t som e are a bank s d o hav e persona l loan s an d 
lines o f credi t availabl e (unde r $50,000 ) t o individual s wh o ca n provid e sufficien t collateral. 
Because CTI ' s missio n i s t o serv e lo w t o moderat e incom e peopl e i t i s anticipate d tha t som e 
applicants ma y no t b e "bankable " du e t o insufficien t credit history or collateral. 

The numbe r o f potentia l start-u p businesse s needin g financin g i s a  difficul t numbe r t o 
gauge. O f th e numbe r o f actua l busines s start-up s i n th e tw o countie s (estimate d t o b e 48 7 
annually), w e projec t tha t 40 % o f thes e businesse s (195 ) need , an d ar e unabl e t o obtain , 
financing. Th e tw o primary reasons fo r failur e of smal l businesse s withi n th e initia l year s afte r 
start-up ar e 1 . Managemen t problems 2 . Insufficien t working capital . Th e C TI loan fund w i l l 
help start-u p businesse s i n both o f these areas , throug h offerin g technica l assistance an d loan s 
to it s borrowers . 

The Smal l Busines s Developmen t Center , locate d a t UMass , serve s a s a n informatio n 
resource fo r smal l businesse s i n th e area . Th e Cente r report s counselin g 35 6 peopl e i n th e 
Western par t o f the stat e during a on e yea r perio d (9/1/93-9/1/94) wh o wanted t o begi n a  ne w 
business. Thi s number does no t include the man y people who called fo r information or referral . 
The Valle y C D C report s approximatel y 100 calls per year from  peopl e seeking assistance t o start 
a business . 

F rom thi s data, C T I conservatively projects the potentia l pool o f borrowers from  th e tw o 
counties wh o need , an d ar e unabl e t o obtain , start-u p financing  t o b e i n the rang e o f 150-20 0 
persons pe r year . Throug h informa l discussion s wit h are a residen t w e presum e tha t th e tota l 
market o f borrowers i s muc h larger tha n thos e wh o ma y hav e sough t forma l assistance . Man y 
people assume tha t they w i l l no t be able to get a  conventional bank loan, o r are intimidated about 
approaching a  ban k o r th e Smal l Busines s Development Center. 

Outreach fo r th e C T I loa n fun d w i l l emphasiz e suppor t an d technica l assistanc e t o 
borrowers. Peopl e w i l l b e encourage d t o contac t the fun d even i f they hav e no t full y develope d 
a busines s plan. Assistanc e w i ll b e provided to create a  complete plan, and assess the feasibilit y 
of a  business concept. Throug h networking with the micro lending programs, the Smal l Business 
Development Center , an d loca l banks , C T I anticipates 2- 5 referral s pe r wee k o f individual s 

* CTI  Board  members  interviewed  commercial  loan  officers  at  Bank  of  Western  Mass.,  SIS, 
Fleet Bank,  Bay  Bank,  and  Shawmut. 
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seeking loan s i n the $10,000-$150,00 0 range. 

2. Graduates o f M i c r o Loa n Program s 

The tw o counties are fortunate to have several excellent sources for micro loans (generally 
under $10,000) . Th e Wester n Mass . Enterpris e Fun d provide s technica l assistance an d loa n 
capital t o the greate r Wester n Mass. region . Althoug h th e published limit fo r loans through th e 
Enterprise Fun d i s $20,000, the average loa n i s $7,000. C T I anticipates referrals from  thi s fun d 
for borrower s seeking larger loans . 

The amoun t o f lending don e b y the Wester n Mass. Enterpris e Fund t o micr o businesse s 
is increasingl y rapidly. I n F Y '9 4 the y mad e loan s t o 3 4 micr o businesses . Th e numbe r o f 
graduates wh o need large r amounts o f financing  i s a small , bu t growin g number . 

Outreach w i l l consis t primarily o f referrals . 

3. Non-traditiona l Businesses 

This third targeted category of borrowers is perhaps the mos t difficult t o quantify becaus e 
it include s a variety of types of businesses whic h share some common features. Thes e businesse s 
(cooperatives an d collectives ) ar e structure d t o promot e greate r economi c equalit y amon g 
members, an d ofte n emplo y low to moderat e incom e people. Becaus e of their non-traditional 
structure, the y have difficult y accessin g traditional sources of financing,  becaus e lender s may be 
unfamiliar wit h th e structur e an d viabilit y o f these businesses . 

C T I i s working wit h th e grou p "Peopl e for Co-ops and Collectives " ( P C C ) , a n incipien t 
trade organization for alternatively owned businesses. I n discussion with these business owner s 
at a  recent Alternativ e Economic s Fair , C T I learned that several businesses hav e been unable t o 
obtain financing  from  traditiona l sources . P C C has identifie d approximatel y 30 co-op s an d 
collectives an d i s developin g a  director y o f thes e businesses . C T I an d P C C have jointl y 
distributed a  surve y t o asses s th e financing  need s o f thes e businesses . Thi s surve y an d th e 
continuing connection with P C C w i l l serv e as the initia l for m o f outreach to these non-traditional 
businesses. 

C O M P E T I T I O N 

Although C T I has intentionall y sought t o creat e a n unduplicate d service , an d thereb y 
complement rathe r tha n compet e wit h loca l lenders , ther e ar e othe r source s o f loan capita l fo r 
businesses withi n th e tw o counties . 

1. Banks : I t i s presumed that banks are the mos t common first  sto p fo r an entrepreneu r 
seeking loa n capital . A s discusse d above , borrower s from  th e C T I loa n fun d w i l l nee d t o 
demonstrate rejectio n from  othe r financial  institution s to be eligibl e to borrow. C T I ' s goa l i s to 
fund viabl e businesses tha t are no t "bankable " because eithe r the owne r or the business does no t 
fit th e profil e o f traditiona l borrowers. Som e o f th e mos t commo n reasons fo r thi s ma y be : 
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insufficient busines s trac k record , lac k o f traditiona l type s o f collateral , o r a  limite d credi t 
history. Th e terms o f loans offered b y the C T I loan fund w i l l no t offe r a  competitive advantag e 
over loca l banks , suc h that businesses eligibl e fo r conventiona l financing  migh t be lure d away . 
C T I w i l l see k suppor t an d partnershi p wit h loca l banks . C T I w i l l assis t bank s t o fulfil l thei r 
obligations under th e Communit y Reinvestment Act by makin g loans that the bank s ar e no t abl e 
to make . 

2. M i c r o lendin g programs: C T I has define d its lending parameters s o as not to duplicat e 
the are a s o ably serviced by existing micro loan programs. Th e micr o programs concentrat e o n 
the smalle r (almost exclusively les s than $10,000) , first-step loans . Th e exception to this lending 
cap i s th e Enterpris e Fun d offere d throug h th e Hil l tow n C D C , whic h w i l l mak e large r 
commercial loan s o n a n a s neede d basis . However , Hi l l tow n C D C lends exclusivel y i n th e 
Northern Hilltowns region (10 adjacent, small , rura l towns). C T I anticipates mos t of its lending 
to tak e plac e i n th e mor e populate d town s an d cit y o f Northampton , Hadley , Amherst , 
Easthampton, an d Greenfield . C T I w i ll see k t o work in partnership an d throug h activ e referra l 
with th e micr o loan programs . 

3. Smal l Busines s Administration : Th e S B A does no t provid e loa n capital , rathe r i t 
guarantees loans that banks ar e wi l l in g t o underwrite . A s stated above , borrower s fro m th e C TI 
loan fun d ma y no t mee t traditiona l bank standards . 

4. Ther e ar e loa n fund s whic h hav e targete d area s o f focus , whic h len d regionall y o r 
nationally (for example, the Nationa l Co-op Bank, Co-op Fund of New England , Religious-based 
loan funds , etc.) . Althoug h thes e fund s ma y b e comfortabl e lendin g t o a  non-traditiona l 
business, the y d o no t hav e th e loca l advantag e tha t th e C T I loan fun d w i l l have . C T F s fun d 
director w i l l b e able to offer on-goin g face-to-face contac t and support t o borrowers unlike funds 
based ou t o f state . 

V . L E V E L O F L E N D I N G A C T I V I T Y / G O A L S 

Because of the difficult y involve d wit h startin g and maintaining funding for a community 
based loa n fund, C T I projects tha t its lending activity w i ll begi n at a  very modes t scale . Durin g 
the first  si x months o f operation, the loa n fund w i l l focu s on organizational issues, an d make on e 
loan durin g this period. Durin g 1995 , the loa n fund w i l l mak e 6  loan s averaging $30,000 each . 
During 1997 , th e loa n fun d w i l l mak e 8  loans , averagin g $40,00 0 each . I n yea r thre e o f 
operation, th e loa n fund w i l l reac h it s maximu m level o f lending without additiona l staff . 

The loa n fund director w i l l offe r a n average o f 3 hours o f technical assistance t o potential 
borrowers, an d anothe r 3- 5 hour s pe r mont h o f assistance t o borrower s wit h outstandin g loans . 
This figure  w i l l var y greatly dependen t o n the need s of the individua l business ; loan s i n need o f 
workout assistanc e w i l l requir e substantiall y mor e time . 

The C T I Board o f Directors w i l l conduc t initia l fund-raisin g fo r th e loa n fund, an d w i l l 
seek 3- 5 yea r commitment s o f operating capital , or annua l commitment s tha t ca n b e renewed . 
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V I . S T R U C T U R E 

The loa n fun d w i l l b e a  projec t o f C T I , whic h i s incorporate d a s a  non-profit , 
membership organization , an d w i l l b e registere d wit h th e IR S a s a  501(c)(3) , ta x exemp t 
organization. Th e basi c organizationa l structur e o f the loa n fun d w i l l b e base d o n component s 
of othe r successfu l loa n fund models . Th e loa n fund directo r w i l l b e th e perso n responsibl e fo r 
linking th e variou s entitie s involve d in th e loa n fund . Th e directo r w i l l assis t borrower s an d 
bring loan applications before a  loan committee (sub-committe e o f the Board of Directors), which 
committee w i l l hav e th e authorit y t o approv e loans . Loa n originatio n and routin e servicin g w i l l 
be performe d b y a  loca l ban k i n partnershi p wit h th e loa n fund . Technica l assistanc e t o 
applicants, borrowers , an d an y work-ou t o f delinquen t loan s w i l l b e th e aren a o f the loa n fun d 
director. Th e Boar d of Director s w i l l overse e th e directo r an d se t polic y fo r th e fund . 

A . Rol e of th e C T I Board of Director s 
The C T I Board of Director s w i l l b e responsibl e fo r initia l fundraisin g an d capitalization 

of th e loa n fund . The y w i l l assis t th e loa n fun d directo r wit h future fundraisin g efforts . The y 
w i l l establis h initia l operatin g policie s for th e loa n fund , an d b e responsibl e fo r adaptin g thes e 
policies, a s needed . The y w i l l elec t th e Loa n Committee . The y w i l l hel p t o buil d th e 
membership bas e o f C T I o n a  continuin g basis , an d assis t th e loa n fun d directo r wit h publi c 
relations fo r C TI and fo r the loa n fund. Th e Board w i ll maintai n an Executive Committee which 
w i l l mee t monthly an d ac t a s th e arbite r fo r an y grievance s resultin g fro m decision s by th e Loa n 
Committee. 

Qualifications o f th e Boar d of Directors : 

The curren t Boar d o f Director s consist s o f 2 5 individual s possessing divers e skill s an d 
experience. T o highligh t a  fe w o f these Directors : 

1. Joh n Cou l l (President) : Joh n i s the successfu l owne r o f a  1 3 year ol d small busines s 
located in Amherst, Val le y Bicycle . Joh n has been activ e in the Amhers t Chamber of Commerc e 
and othe r non-profi t organizations . 

2. Joa n Cramer (Vic e President) : Joa n spent several years in banking before establishin g 
her ow n financial  consultin g business . 

3. Donn a Sarro (Vic e President) : Donn a holds an M B A degre e and is the sol e proprieto r 
of a  smal l payroll and bookkeepin g business . 

3. Scot t Hey l (Treasurer) : Scot t participate d i n th e creatio n an d capitalizatio n o f a 
revolving loa n fun d a t th e Hi l l tow n C D C . Scot t ha s bee n activ e i n numerou s economi c 
development effort s i n Hampshir e County . 

4. Joh n Dunn e (Clerk) : Joh n i s th e Executiv e Directo r o f Valle y C D C an d wa s 
instrumental i n the establishmen t o f th e Wester n Mass . Enterpris e Fund . 

5. Do n Bianchi : Do n spent 5  year s working as th e senio r loa n office r fo r th e Institut e 
for Communit y Economies ' revolvin g loan fund . 

6. Da n McKenna : Da n own s a n investmen t consultin g compan y an d i s active wit h th e 
local "Businesse s fo r Socia l Responsibility M group . 

10 



B . Rol e o f th e Loa n Fun d Director 
Initial financia l projection s fo r th e loa n fund ar e designe d t o suppor t th e full-tim e salar y 

of on e staff-person . A s i s customar y fo r a  youn g communit y loa n fund , thi s perso n w i l l hav e 
many responsibilities . Th e loan fund director w i l l conduc t outreach fo r the fund , scree n potentia l 
loan applicants , assis t promisin g applicant s wit h th e preparatio n o f thei r applications , brin g 
applications befor e th e loa n committee , an d provid e technica l assistance , a s needed , t o 
borrowers. Th e loan fund directo r w i l l b e th e primar y liaison wit h th e loa n fund's ban k partne r 
and responsibl e fo r trackin g loa n repayment , fo r reviewin g quarterl y financia l informatio n 
provided b y borrowers , an d fo r interventio n an d workou t wit h an y delinquen t loans . 

Qualifications o f th e Loa n Fun d Director : Th e loa n fun d directo r w i l l hav e broa d 
experience underwritin g a variety of small business loans . S/h e w i l l b e familia r wit h the banking 
industry an d wit h th e alternativ e lendin g sector . S/h e w i l l hav e prove n fundraisin g an d publi c 
relations skills , an d experienc e i n management . 

C . Rol e o f the Loa n Committe e 
The Loa n Committe e w i l l b e comprise d of 3-5 individual s elected fro m and by the Boar d 

of Directors , wit h power s delegate d b y th e Board . Th e Committe e w i l l mee t a t leas t monthly , 
more ofte n i f needed , t o revie w loa n applications . Thi s Committe e w i l l hav e th e final 
responsibility t o determin e whic h applicant s w i l l receiv e loans . Th e Committe e w i l l mak e thi s 
decision based , i n part , upo n th e informatio n an d recommendatio n provide d b y th e loa n fun d 
director. Th e Loa n Committe e w i l l assis t th e directo r t o determin e appropriat e term s an d 
collateral requirements fo r each loan , so as to minimiz e the ris k associated wit h eac h loan . Loa n 
committee member s w i l l als o b e selecte d fo r thei r abilit y t o evaluat e busines s plans , interpre t 
financial statements , an d offe r technica l assistance . 

Qualifications o f Loan Committe e members : Th e Loa n Committe e w i l l b e comprise d of 
at leas t on e perso n wit h smal l business underwritin g experience , a t leas t on e perso n wit h loa n 
fund experience , an d a t leas t on e perso n fro m th e no t fo r profi t sector , wh o ha s experienc e 
working wit h lo w and moderat e incom e people . 

D . Rol e o f th e loca l ban k partne r 
A s i n the mode l developed and successfull y implemente d b y the micr o lending program, 

Working Capital , th e C T I loan fund w i l l see k a  loca l bank a s a  partner. Th e bank w i l l originat e 
and perfor m routin e servicin g (accep t an d trac k monthl y payments ) fo r loans . Th e decisio n 
about whic h loan s t o mak e w i l l res t solel y wit h th e C T I loan committee . Th e ban k w i l l b e 
responsible fo r informin g the loa n fund directo r o f any loa n payment 1 0 days over-due , s o tha t 
the loa n fund directo r ca n immediatel y contact th e borrower . Th e bank w i l l tur n ove r an y loa n 
more tha n 6 0 days delinquen t t o the loa n fund. Th e loan fund w i l l assum e ful l responsibilit y for 
any collection s o r workou t necessary . Benefit s t o th e loca l bank : C T I ' s cas h asset s w i l l b e 
deposited i n thi s bank . Th e ban k w i l l gai n favorabl e publi c recognition fo r it s extr a effort s t o 
meet unme t credi t need s i n it s community . Th e ban k w i l l b e abl e t o assis t wit h meetin g thes e 
credit need s withou t itsel f incurrin g any financial  risk . 
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Qualifications o f the loca l ban k partner : Th e bank selecte d a s a  partner t o th e C T I loan 
fund w i l l nee d to have a  pro-active approach to it s community credit obligations. Th e bank w i l l 
need to pledge a  minimu m amoun t o f annual operating suppor t to the loa n fund , an d help solici t 
similar commitment s from  amon g it s peers . 

V I I . L E N D I N G C R I T E R I A 

A . Threshol d Criteri a 
To b e eligibl e fo r a  loa n from  th e C T I loan fund , th e applican t business mus t b e i n on e 

of thes e three categories : 

1. A  start-u p business (o r withi n th e first 2  year s o f operation ) 
2. A  graduat e o f a  micr o lending program 

3. A  no n traditiona l business (havin g an alternativ e ownershi p structure ) 

Within th e abov e categorie s th e applican t business mus t also : 

1. B e located i n Hampshire or Frankli n counties . 

2. Hav e a  financially  viabl e and complet e busines s proposal . 
3. Demonstrat e rejectio n from  othe r financin g sources . 
4. Demonstrat e tha t i t meet s a  communit y need . 
5. Provid e job creation , retention , o r neede d good s an d service s to lo w and moderat e 

income people . 
B . Lendin g Prioritie s 
Within th e businesse s tha t mee t th e threshol d criteri a liste d above , preferenc e w i l l b e 

given t o applican t businesses base d o n thei r leve l o f demonstrable communit y benefit an d th e 
number o f employment opportunities they w i l l creat e fo r lo w to moderat e incom e people. 

V I I I . L E N D I N G P R O C E D U R E S 

A . Applicatio n Procedure/Intak e 
Intake o f potential applicants w i l l b e the rol e of the loa n fun d directo r who w i l l establis h 

regular offic e hours , initiall y a t th e Valle y C D C offic e suit e (1 6 Armor y Street , Northampton) . 
The directo r w i l l assis t applicants , a s needed , wit h th e completio n of necessary forms : 

1. Applicatio n For m 
2. Proo f o f rejection from  othe r financial  institution s 
3. Thre e loca l reference s 
4. Informatio n i n the for m of , o r equivalen t to , a  busines s plan , includin g 

financial projection s 

B . Loa n Revie w 
A s soo n as al l forms an d informatio n have bee n receive d and analyze d by the loa n fun d 
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director, th e applicatio n and accompanying documents w i l l b e presented t o the Loa n Committee . 
The loa n fun d directo r w i l l presen t a  recommendatio n t o th e loa n committe e regardin g his/he r 
assessment o f th e busines s proposa l an d th e capabilitie s o f th e borrower . A t a  minimum , th e 
borrower mus t b e abl e t o produc e quarterl y financial  report s fo r th e loa n fund . Th e Loa n 
Committee w i l l arriv e a t on e o f thre e conclusions : 1 . Approv e th e loa n (wit h o r withou t 
conditions) 2 . Rejec t the loan (with reasons and suggestions) 3 . Reques t additiona l information 
from th e applican t befor e makin g a  decision . 

When a  loa n i s approved , th e loa n committe e w i l l determin e th e rate , terms , an d 
collateral requirements . 

If rejected , a  loa n applican t wh o i s aggrieve d ma y petitio n i n writin g t o hav e his/he r 
application considere d b y th e Executiv e Committee o f th e ful l Boar d o f Directors . 

C . Loa n Originatio n and Servicin g 
Once a  loa n applican t i s approve d b y th e Loa n Committee , th e loa n fun d directo r w i l l 

notify th e loca l bank partner , wh o w i l l originat e the loa n and prepare papers for the loa n closing . 
(CTI w i l l mak e th e final  determinatio n regardin g wha t form s an d documentatio n ar e neede d fo r 
loan closings) . Th e ban k w i l l dra w a  chec k fo r th e loa n amoun t from  th e C T I deposits. Th e 
borrower w i l l mak e monthl y payment s t o th e bank , an d provid e th e loa n fun d directo r wit h 
quarterly financial  reports . Th e ban k w i l l notif y th e loa n fun d directo r o f an y loa n mor e tha n 
10 days delinquent , an d tur n ove r an y loa n mor e tha n 6 0 day s delinquent . 

D . Loa n Terms/Collatera l Requirement s 
Loans w i l l b e mad e fo r terms o f no mor e tha n thre e years. Th e duratio n o f loans mad e 

w i l l matc h the duratio n of investments. Fo r example, $50,00 0 i s invested wit h the loa n fund fo r 
2 years . Thi s money ma y b e len t fo r tw o 1-yea r terms o r fo r on e 2-yea r term , bu t no t fo r a  3 -
year term . Interes t charge d o n loan s w i l l generall y b e clos e t o marke t rate , bu t ther e w i l l b e 
some flexibility  dependan t upo n th e need s o f th e borrowe r an d th e term s o f investe d capital . 
Generally mone y w i l l no t be len t a t a  rate below prime, an d a t n o time w i l l mone y be loane d fo r 
more tha n 6  point s abov e prime . Th e purpos e o f th e loa n fun d w i l l no t b e t o provid e belo w 
market rat e loans, bu t rather to provid e loans a t competitive rates to businesse s unabl e t o obtai n 
traditional financing. 

Loans w i l l requir e som e for m o f collateral . Th e loa n fun d w i l l wor k creativel y wit h 
borrowers t o defin e acceptabl e collateral . Th e marke t value , o r equity , o f the collatera l w i ll no t 
be considere d mor e importan t tha n it s value t o th e borrower . Likewise , th e borrowe r w i l l hav e 
to hav e som e equit y investmen t i n the business , however , thi s equit y investmen t nee d no t b e i n 
the for m o f cash . A l l borrower s w i l l b e require d t o demonstrat e a  feasibl e repaymen t plan . 

E . Loa n Monitorin g 
The loa n fun d directo r w i l l contac t eac h borrowe r o n a  monthl y basis . Borrower s w i l l 

submit quarterl y narrativ e report s o n standar d forms , an d quarterl y financial  statements . 

F . Work-ou t and Collections 
When a  loan is more tha n 1 0 days past due, th e borrower w i l l b e sen t a postcard notifying 
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him/her o f the delinquency . A t 30 day s pas t due, th e borrowe r w i l l receiv e a  forma l notice of 
default. I n the even t tha t a borrower encounters difficultie s i n making payments, C T I w i ll wor k 
in partnershi p wit h that borrower to develop a realistic workout plan. Whe n necessary, C T I wi l l 
aggressively pursu e availabl e mean s t o ensur e repayment , includin g exercisin g it s claim s o n 
collateral, t o protec t it s investor s an d th e stabilit y of the fund . 

I X . E V A L U A T I O N O F T H E F U N D 

Success o f the fun d w i l l b e measured : 

1. B y the impac t of the loan s i n meeting otherwise unme t communit y needs an d 
in th e creatio n o f jobs fo r lo w and moderat e incom e residents . 

2. B y the succes s o f borrowers i n meeting repaymen t obligations . 
3. B y the abilit y o f the fun d t o steadil y increas e it s lendin g ability, an d it s bas e 

of lendin g and operatin g capital . 
4. B y the evaluatio n mad e b y borrowers , prospectiv e borrowers , an d other s o n 

an annual survey regarding the quality of loan fund services , and by the fund' s abilit y to respon d 
to comment s o n a  year-to-yea r basis . 
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F I N A N C I A L P R O J E C T I O N S A N D B U D G E T I N F O R M A T I O N : 

C T I Operatin g Budget Assumptions 

Year 1  (1995 ) 

•Hi re a  full-time Loa n Fun d Manage r as o f 6/1/95, annua l salar y o f $35,000 for the firs t 
year, benefit s a t 23 % o f salary , allo w fo r 5 % annua l increases . 

• Val le y C D C makes in-kin d contributio n of offic e space , us e o f phone , fax , copying , 
and offic e supplie s withou t reimbursement . 

• Legal Expense s includ e cost o f filing  applicatio n for tax-exemp t status ; C T I w i l l see k 
at leas t partiall y donated lega l services fo r loans . 

• Office Supplies , Equipment lin e ite m reflect s th e cos t o f purchasing a  use d computer . 

Year 2  (1996 ) 

• Hir e half-tim e administrativ e assistan t a s o f 7/1/96 , base d o n annua l full-tim e salar y 
of $25,00 0 fo r th e first  year , benefit s a t 23 % o f salary , an d 5 % annua l increases . 

• Valley C D C makes in-kin d contribution s a s i n 1995 , bu t i s reimburse d fo r hal f o f it s 
costs. 

• Beginning thi s year , accountin g expenses includ e the cos t o f an annua l audit . 

Year 3  (1997 ) 

• C TI cover s ful l cos t o f its office s expenses , eithe r a t th e Valle y C D C sit e o r i n anothe r 
location. Th e Offic e Supplies , Equipment line ite m i s substantiall y highe r thi s year , 
to cove r th e equipmen t cost s involve d i n moving the loa n fund t o a  ne w location. 

Generally, operatin g expense s ar e budgete d t o increas e 5 % annually . 

15 



LOAN FUN D OPERATING BUDGE T 

Year 1  Yea r 2 Yea r 3 

Staffing: 
Loan Fund Mngr. Salary (FTE) $20,417 $36,750 $38,590 

Benefits $4,696 $8,455 $8,875 
Adminstrative Assistan t (.5FTE) $0 $6,000 $12,600 

Benefits $0 $1,380 $2,900 
SUBTOTAL $25,113 $52,585 $62,965 

Operating Expenses: 
(shared with VCDC) 

Rent, Utilities , Insurance $10,800 $11,340 $11,905 
Office Supplies, Equipment $2,000 $1,000 $3,500 
Copying Costs $600 $630 $660 
Phone/FAX $1,000 $1,050 $1,105 

SUBTOTAL $14,400 $14,020 $17,170 

Other Operating Expenses: 
Printing $1,000 $1,050 $1,102 
Legal $1,000 $500 $525 
Accounting $500 $2,500 $2,625 
Marketing/PR $500 $525 $551 
Postage $800 $840 $880 
Miscellaneous $1,000 $1,050 $1,102 

SUBTOTAL $4,800 $6,465 $6,785 

TOTAL EXPENSES $44,313 $73,070 $86,920 
Less VCD C In-kind contributions ($14,400) ($7,560) $0 

NET EXPENSES ANNUALLY $29,913 $65,510 $86,920 

Net Expense s Per Month $2,493 $5,459 $7,243 
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Aggregate Cas h Flo w Statement : Operation s 
Projections for 1995-1997 

1 2 
Oper. Loss 

Expenses Reserve 

Jan-95 $0 $0 
Feb-95 $0 $0 
Mar-95 $0 $0 
Apr-95 $0 $0 
May-95 $0 $0 
Jun-95 $4,986 $0 
Jul-95 $4,986 $0 
Aug-95 $4,986 $0 
Sep-95 $4,986 $0 
Oct-95 $4,986 $0 
Nov-95 $4,986 $0 
Dec-95 $4,986 $3,750 
Jan-96 $5,459 $0 
Feb-96 $5,459 $3,750 
Mar-96 $5,459 $0 
Apr-96 $5,459 $3,750 
May-96 $5,459 $0 
Jun-96 $5,459 $3,750 
Jul-96 $5,459 $0 
Aug-96 $5,459 $3,750 
Sep-96 $5,459 $0 
Oct-96 $5,459 $3,750 
Nov-96 $5,459 $0 
Dec-96 $5,459 $3,750 
Jan-97 $7,243 $0 
Feb-97 $7,243 $5,000 
Mar-97 $7,243 $5,000 
Apr-97 $7,243 $0 
May-97 $7,243 $5,000 
Jun-97 $7,243 $5,000 
Jul-97 $7,243 $0 
Aug-97 $7,243 $5,000 
Sep-97 $7,243 $5,000 
Oct-97 $7,243 $0 
Nov-97 $7,243 $5,000 
Dec-97 $7,243 $5,000 

3 4 5 
Perm. Net. Int . Fee 
Capital Income Income 

$0 $0 $0 
$0 $0 $0 
$0 $0 $0 
$0 $0 $0 

$10,000 $0 $0 
$0 $0 $0 

$10,000 $0 $0 
$0 $0 $0 

$10,000 $0 $0 
$0 $0 $0 

$10,000 $0 $0 
$10,000 $0 $300 

$0 $104 $0 
$0 $104 $300 
$0 $208 $0 
$0 $208 $300 
$0 $312 $0 
$0 $312 $300 
$0 $416 $0 
$0 $416 $300 
$0 $520 $0 
$0 $520 $300 
$0 $624 $0 
$0 $624 $300 
$0 $687 $0 
$0 $687 $400 
$0 $785 $400 
$0 $924 $0 
$0 $883 $400 
$0 $1,022 $400 
$0 $1,120 $0 
$0 $1,120 $400 
$0 $1,218 $400 
$0 $1,357 $0 
$0 $1,316 $400 
$0 $1,455 $400 

6 7 8 
nt. Oper. Total Cum. 
Capital Profit Profit 

(Loss) (Loss) 

$0 $0 $0 
$0 $0 $0 
$0 $0 $0 

$10,000 $10,000 $10,000 
$0 $0 $10,000 

$10,000 $5,014 $15,014 
$0 ($4,986) $10,028 

$10,000 $5,014 $15,042 
$0 ($4,986) $10,056 
$0 ($4,986) $5,070 
$0 ($4,986) $84 

$10,000 $1,564 $1,648 
$20,000 $14,645 $16,293 

$0 ($8,805) $7,488 
$10,000 $4,749 $12,237 

$0 ($8,701) $3,536 
$20,000 $14,853 $18,389 

$0 ($8,597) $9,792 
$10,000 $4,957 $14,749 

$0 ($8,493) $6,256 
$20,000 $15,061 $21,317 

$0 ($8,389) $12,928 
$0 ($4,835) $8,093 

$2,000 ($6,285) $1,808 
$20,000 $13,444 $15,252 

$0 ($11,156) $4,096 
$10,000 ($1,058) $3,038 
$10,000 $3,681 $6,719 
$10,000 ($960) $5,759 
$10,000 ($821) $4,938 
$5,000 ($1,123) $3,815 

$10,000 ($723) $3,092 
$10,000 ($625) $2,467 
$5,000 ($886) $1,581 

$10,000 ($527) $1,054 
$20,000 $9,612 $10,666 

1 1/1 2 o f Annual Expense s (except i n 1995 ) 
2 A t t i i e loa n is lade, 12.51 i s expensed for loss reserve 
3 $50,00 0 in Penanent Capital set aside f r o i 1s t year fundraising 
4 5 1 interes t spread o n loan s to borrowers outstandin g 
5 l i Closing Fee up-fron t 
6 Anticipate d operating capital f r o i fundraising/gran t sources 
7 Profi t (loss ) each lont h 
8 emulativ e profi t (loss ) 
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Assumptions o n Borrowe r Loa n Repaymen t 

Monthly Principa l Amortizatio n an d Interes t o n $30,00 0 an d $40,00 0 Loans: 
A l l loan s ar e full y amortize d a t 9%  ove r 3  years : 

Monthly paymen t o n $30,00 0 loa n =  $954/mont h 
Monthly paymen t o n $40,00 0 loa n =  $l,272/mont h 

Actual Borrowe r Amortization Schedules : 
While monthl y payments remai n constan t throughou t th e lif e o f the loan , the portio n of 

payment allocate d to interes t an d the portion allocated to interes t w i l l vary . Actua l annua l total s 
in year s 1  through 3  ar e a s follows : 

Principal Amortizatio n A ppl ied to  Interes t (S> 9% 
$30,000 loa n $40,00 0 loa n $30,00 0 loa n $40,00 0 loan 

Y e a r l $9,11 8 $12,15 7 $2,33 0 $3,10 7 
Year 2  $9,97 3 $13,29 8 $1,47 5 $1,96 6 
Year 3  $10.909 $14.54 5 $  53 9 $  71 9 
T O T A L S $30,00 0 $40,00 0 $4,34 4 $5,79 2 

Assumptions Use d fo r Budgets : 
It i s assume d tha t principa l i s amortize d i n equa l monthl y installment s o f $83 3 (fo r a 

$30,000 loan ) an d $1,11 1 (fo r a  $40,00 0 loan) . Thes e amount s ar e include d in the "Availabl e 
Loan Capita l Projection " in the colum n labelled "Borrowe r Loans Repaid". 

Monthly interes t i s calculated each yea r base d o n 9%  o f the media n amount betwee n th e 
starting an d endin g principa l balances . Thi s 9 % figur e i s the n reduce d t o 5 % (whic h i s th e 
interest earne d afte r payin g lenders a n averag e o f 4%) an d i s include d in the "Aggregat e Cas h 
F low Statement : Operations " i n the colum n labelled "Ne t Interest Income" . 

Annual Interes t Incom e @  9 % Monthl y Interes t Incom e Cob  5% 
$30,000 loa n $40,00 0 loa n $30,00 0 loa n $40,00 0 loa n 

Year 1  $2,25 0 $3,00 0 $  10 4 $  13 9 
Year 2  $1,35 0 $1,80 0 $  6 3 $  8 3 
Year 3  $ 45 0 $  60 0 $  2 1 $  2 8 
T O T A L S $4,05 0 $5,40 0 $  18 8 $  25 0 

Assume prim e rate o f 8% : 
Loans t o th e fun d fo r 1- 2 yr . perio d can ear n u p t o 4%-assum e averag e o f 3% . 
Loans t o th e fund s fo r 3 + yrs . ca n ear n u p t o 6%-assum e averag e o f 5% . 

Interest earne d o n fund s i n holding account, assum e 4% . 
Assume interes t receive d i s just sufficien t t o pa y interes t owe d t o lender s t o th e fund . 

Assume 5 % interes t sprea d o n mone y loaned . Loan s w i l l averag e 9 % interes t pai d b y 
borrowers. 
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Loan Fun d Projecte d Schedule o f Capitalizatio n 

Year 1  (1995 ) 
Individuals: $5,000 pe r mont h startin g 4/1/9 5 

Total o f $45,00 0 b y 12/31/9 5 
$50,000 b y 12/31/9 5 Institutional: 

Year 2  (1996 ) 
Individuals: $7,500 pe r mont h 

Total o f $90,00 0 b y 12/31/9 6 
$50,000 b y 6/30/9 6 
$75,000 additiona l by 12/31/9 6 

Institutional: 

Year 3  (1997 ) 
Individuals: $10,000 pe r mont h 

Total o f $120,00 0 b y 12/31/9 7 
$75,000 b y 6/30/9 7 
$100,000 additiona l by 12/31/9 7 

Institutional: 

Assumptions: 

• Institutional loan s ar e expecte d t o b e 3  yea r loans . 
• Individual loan s ar e expecte d t o b e divide d equall y between 1 ,2 , an d 3  yea r loans . 
• Interest earne d o n fund s i n holdin g account i s assume d t o just cove r interes t point s t o 

lenders. Interes t sprea d o n outstandin g loan s i s include d in operating budget . 

Based o n th e abov e capitalizatio n schedule, th e loa n fun d w i l l hav e fund s availabl e to len d o n 
the followin g schedule : 

Year 1 ( 1995) 
One $30,00 0 loan made i n December. Th e loan fund manager w i l l b e hired in July 1995 , 

and fo r severa l month s w i l l b e solel y engaged i n the followin g activities : 
• On-going capitalization 
• On-going fundraisin g 
• Applying fo r 501(c)(3 ) statu s 
• Refining financia l projection s 
• Building th e C T I membership bas e 
• Conducting outreac h t o potentia l borrower s 

Year 2  (1996 ) 

Make 6  loan s averagin g $30,00 0 each ; on e loa n mad e ever y 2  months . 

Year 3  ( 1997) 
Make 8  loan s averagin g $40,000 ; tw o loan s mad e ever y quarter . 

Note: Thes e projections assume all loans are fo r a  3-year term , an d are full y amortize d over that 
term a t 9 % interest . 
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Available Loa n Capital Projection* 
1995-1997 

Borrower 
Starting Inv. from Inv. from Loans 
Balance Indiv. Institut. Repaid 

Jan-95 $0 $0 $0 $0 
Feb-95 $0 $0 $0 $0 
Mar-95 $0 $0 $0 $0 
Apr-95 $0 $5,000 $0 $0 
May-95 $5,000 $5,000 $0 $0 
Jun-95 $10,000 $5,000 $0 $0 
Jul-95 $15,000 $5,000 $0 $0 
Aug-95 $20,000 $5,000 $0 $0 
Sep-95 $25,000 $5,000 $0 $0 
Oct-95 $30,000 $5,000 $0 $0 
Nov-95 $35,000 $5,000 $0 $0 
Dec-95 $40,000 $5,000 $50,000 $0 
Jan-96 $65,000 $7,500 $0 $833 
Feb-96 $73,333 $7,500 $0 $833 
Mar-96 $51,666 $7,500 $0 $1,666 
Apr-96 $60,832 $7,500 $0 $1,666 
May 96 $38,331 $7,500 $0 $2,499 
Jun-96 $46,663 $7,500 $50,000 $2,499 
Jul-96 $74,995 $7,500 $0 $3,332 
Aug-96 $84,160 $7,500 $0 $3,332 
Sep-96 $63,325 $7,500 $0 $4,165 
Oct-96 $73,323 $7,500 $0 $4,165 
Nov-96 $53,321 $7,500 $0 $4,998 
Dec-96 $64,152 $7,500 $75,000 $4,998 
Jan-97 $119,983 $10,000 $0 $5,831 
Feb-97 $133,314 $10,000 $0 $5,831 
Mar-97 $106,645 $10,000 $0 $6,942 
Apr-97 $81,087 $10,000 $0 $8,053 
May-97 $94,973 $10,000 $0 $8,053 
Jun-97 $68,859 $10,000 $75,000 $9,164 
Jul-97 $118,856 $10,000 $0 $10,275 
Aug-97 $134,964 $10,000 $0 $10,275 
Sep-97 $111,072 $10,000 $0 $11,386 
Oct-97 $88,291 $10,000 $0 $12,497 
Nov-97 $106,621 $10,000 $0 $12,497 
Dec-97 $84,951 $10,000 $100,000 $13,608 

Repaid to Repaid to Ending 
Total Indiv. Institut. Loans to Avail. 

Cash In Investors Investors Borrowers Cash 

$0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 
$0 $0 $0 $0 $0 

$5,000 $0 $0 $0 $5,000 
$10,000 $0 $0 $0 $10,000 
$15,000 $0 $0 $0 $15,000 
$20,000 $0 $0 $0 $20,000 
$25,000 $0 $0 $0 $25,000 
$30,000 $0 $0 $0 $30,000 
$35,000 $0 $0 $0 $35,000 
$40,000 $0 $0 $0 $40,000 
$95,000 $0 $0 $30,000 $65,000 
$73,333 $0 $0 $0 $73,333 
$81,666 $0 $0 $30,000 $51,666 
$60,832 $0 $0 $0 $60,832 
$69,998 $1,667 $0 $30,000 $38,331 
$48,330 $1,667 $0 $0 $46,663 

$106,662 $1,667 $0 $30,000 $74,995 
$85,827 $1,667 $0 $0 $84,160 
$94,992 $1,667 $0 $30,000 $63,325 
$74,990 $1,667 $0 $0 $73,323 
$84,988 $1,667 $0 $30,000 $53,321 
$65,819 $1,667 $0 $0 $64,152 

$151,650 $1,667 $0 $30,000 $119,983 
$135,814 $2,500 $0 $0 $133,314 
$149,145 $2,500 $0 $40,000 $106,645 
$123,587 $2,500 $0 $40,000 $81,087 
$99,140 $4,167 $0 $0 $94,973 

$113,026 $4,167 $0 $40,000 $68,859 
$163,023 $4,167 $0 $40,000 $118,856 
$139,131 $4,167 $0 $0 $134,964 
$155,239 $4,167 $0 $40,000 $111,072 
$132,458 $4,167 $0 $40,000 $88,291 
$110,788 $4,167 $0 $0 $106,621 
$129,118 $4,167 $0 $40,000 $84,951 
$208,559 $4,167 $0 $40,000 $164,392 

'exclusive of interest 
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Board of  Directors 
Community Trust,  Inc. 

Joe Agunde z 
159 Ol d Belchertown Road 
Amherst, M A 01002 

Laura Bake r 
10 South M a i n Stree t 
Haydenville, M A 0103 9 

Suzanne Bec k 
62 Stat e Stree t 
Northampton, M A 01060 

Don Bianch i 
1181 Burt s Pi t Road 
Northampton, M A 01060 

Wes Brow n 
P . O . Bo x 272 
Northampton, M A 01060 

Martin Carrer a 
320 Riversid e Driv e 
Northampton, M A 01060 

John Connor s 
2 Con z Stree t 
Northampton, M A 0106 0 

John Cou l l (President ) 
P . O . Bo x 102 8 
Amherst, M A 0100 4 

Joan Cramer (Vic e President ) 
663 Eas t Pleasan t Stree t 
Amherst, M A 01002 

Douglas D a R i f 
5 Leadmin e H i l l Roa d 
Amherst, M A 01002 

John Dunn e (Clerk ) 
11 Revel l Avenu e 
Northampton, M A 0106 0 

Scott Hey l (Treasurer ) 
26 Marke t Stree t 
Northampton, M A 0106 0 

Claire Higgin s 
106 Laure l Par k 
Northampton, M A 01060 

Alan Kat z 
1145 M a i n Street , Suit e 304 
Springfield, M A 

Kimberly Longe y 
16 Armor y Stree t 
Northampton, M A 0106 0 

Rafael Lopez-Sanche z 
30 Villag e Par k 
Amherst, M A 0100 2 

Dan McKenn a 
231 Plu m Tre e Roa d 
Sunderland, M A 

Louis Moor e 
135 Maplewoo d Terrac e 
Northampton, M A 01060 

Judi Raymon d 
41 M a i n Stree t 
Northampton, M A 01060 

Donna Sarr o (Vic e President ) 
P . O . Bo x 404 
Goshen, M A 01032 

Alan Sax 
56 Verno n Street 
Northampton, M A 0106 0 

Mary Sekleck i 
P . O . Bo x 349 
Hadley, M A 0103 5 

Charlene Golonk a J i m Theroux 
19 Madiso n Circle 15 6 Shutesbury Roa d 
Greenfield, M A 01301 Amherst , M A 0100 2 
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C O M M U N I T Y L O A N F U N D 
A Projec t Of : Communit y Trust , Inc . 

15 Armor y Street , Northampton , M A 0106 0 
(413) 586-585 5 

NATION OF REFUSAL OF LOAN APPLICATION 

Lending Institution : 

Address: 

Contact Person : 

Title: Telephone : 

Applicant Name : 

Address: 

Telephone: Busines s Name : 

Amount o f Loa n Requested : 

Date o f Application : 

This signed form w i l l verit y that the applican t named ha s applie d for a  business loan as indicate d 
above. Afte r reviewin g the application , the perso n signin g below attests that the loa n application 
w i l l no t b e approved , (optiona l comment s below ) 

Date: 

Name: _ 

Signature: 
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A . Background : 
Project Contrac t Out l in e 

Laura Bake r 
Revised: Augus t 2,1994 

The grou p I  w i l l b e workin g wit h consist s o f resident s o f Hampshir e an d Frankli n counties , tw o 
primarily rura l countie s i n Massachusetts , wh o hav e bee n meetin g fo r th e pas t year , explorin g a  commo n 
interest i n developing some sor t o f community based financia l institutio n for th e region . Withi n th e grou p ar e 
persons affiliate d wit h variou s non-profits : th e loca l C D C s , th e loca l C A P agency, I C E , etc. Als o included 
are loca l entrepreneur s an d person s involve d i n th e bankin g an d finance  industries . Th e grou p officiall y 
incorporated as a  not-for-profit organization, Community Trust, Inc. , i n fall o f 1993 . Th e first  annua l meetin g 
was hel d in November 1993 , durin g whic h meetin g 1 2 Boar d member s wer e nominate d an d electe d t o serv e 
on wha t wa s intende d t o b e a  1 5 person Boar d o f Directors . A t this time , peopl e als o indicated their interes t 
in joining severa l sub-committees , suc h a s th e Capita l Formation , Grants, Membership , and Publi c Relation s 
committees. I  w i l l b e servin g o n th e Capita l Formatio n and Grant s committees , a s wel l a s attendin g Boar d 
meetings. A t th e first  Boar d o f Director s meeting , th e Boar d siz e wa s expande d t o 25 , t o accommodat e 
additional peopl e wh o ha d expresse d interes t i n servin g on th e Board , wit h quarterl y meetings , an d monthl y 
meetings o f a 9  person Executiv e committee. I  have expresse d m y willingnes s to wor k on task s identifie d by 
the grou p betwee n meetin g times . 

B . Proble m Statement : 

The proble m identifie d b y th e grou p ca n generall y b e describe d a s a  lac k o f acces s t o capital . I n 
particular, the grou p has asserted , an d loca l banks have confirmed , that the are a lendin g institutions are unabl e 
to meet the demand, an d to adequately service , loans in the $10,000-$150,00 0 range. Thes e loans are too larg e 
for th e Micro-Enterpris e Fund s t o handl e an d ma y be to o smal l fo r loca l bank s o r othe r investor s to consider . 
Additionally, i t i s fel t tha t many individual s and group s ar e unabl e t o secur e loan s du e t o a  lac k of equity, o r 
inadequate financial  expertise . I f these problem s ar e no t addresse d ther e w i l l continu e t o b e a  shortag e o f 
capital available for lendin g in the $10,000-$150,00 0 range fo r resident s o f Hampshire/Franklin counties , an d 
sectors o f the communit y with les s fiscal  expertis e w i l l continu e t o b e denie d acces s t o capital . 

C. Goa l Statement : 

The goal s tha t hav e foun d writte n expressio n b y thi s grou p t o dat e highligh t the provisio n o f greate r 
access t o capita l fo r low-incom e residents o f Hampshire/Frankli n counties , an d th e fosterin g o f economi c 
development activit y which w i l l creat e employment option s fo r thi s low-incom e population. A  loa n fund w i l l 
support small , loca l entrepreneurs , an d lending w i ll b e targeted t o people traditionall y excluded from  acces s t o 
capital. 

D . Projec t Product : 

The produc t o f Communit y Trust, Inc . w i l l b e a  communit y based financial  institution . Initially , thi s 
institution w i ll tak e the for m o f a loan fund. Ther e is continuing interest i n later using accumulated capital from 
the loa n fun d t o creat e a  financial  institutio n w i l l mor e o f a  "store-front " presence , suc h a s a  communit y 
development credi t union , o r a  bank . 



E . Outputs : 

Outputs o f Communit y Trust , Inc . i n it s earl y stage s w i l l includ e a  brochure , a  marke t survey , a 
beginning budget, an d a  busines s plan . Th e grou p w i l l develo p lendin g criteria for th e futur e staffperso n t o 
implement. Outreac h w i l l b e an extremely important output fo r the group. Outreac h w i l l b e needed i n the for m 
of communit y education , solicitatio n of members , privat e donors , an d privat e lenders . A  lega l structure -
whether non -profit o r for-profi t -wil l nee d t o b e selecte d an d pu t i n place , a s wel l a s a  physica l settin g 
established for the activitie s of the fund . Ther e w i l l nee d t o be a n establishe d pool o f money fo r lending . Th e 
group wil l hav e t o develo p it s leve l o f publi c recognitio n an d legitimac y i n orde r t o attrac t capita l an d 
borrowers. 

F. Inputs : 

Money i s a  critica l inpu t fo r a  communit y developmen t loa n fund . Tw o types o f capita l ar e needed : 
firstly, a  pool of lending capital, and secondly , a pool o f operating capital . Additiona l informatio n and model s 
will be needed t o determine som e of the abov e outputs . Th e expertise and participation of different community 
members and groups-representing bot h public and private sectors-wil l also be critical . Eithe r paid staff time , 
or donated time w i l l b e neede d fo r plannin g and marke t research . 

G . Implementatio n Plan : 

The Boar d o f Directors w i ll establis h the directio n for th e grou p an d se t parameter s fo r th e loa n fund . 
The Capita l Formatio n committee w i l l focu s o n developin g a  poo l o f lendin g capital . Th e first  ste p i n thi s 
effort w i l l b e t o develo p a  prospectiv e budge t an d busines s pla n fo r th e organization . Th e grou p plan s t o 
generating lendin g capita l from  a  variet y o f sources : publi c funds , socia l investmen t firms,  privat e ventur e 
capital, religious groups, loca l individua l investors , etc . Th e Grants committee w i l l focu s o n raising the initia l 
operating capita l for administratio n of the loa n fund. Thi s w i l l probabl y come from  public , o r gran t sources , 
with a  long-range expectatio n for the fun d t o be self-supporting . Th e Executive committee w i l l wor k on press 
coverage, public outreach, writte n materials for distribution, a  logo for the group, etc . Man y o f these activities 
wi l l tak e plac e simultaneously . 

Some o f th e specifi c tasks I  w i l l undertak e hav e bee n defined , others , I  hav e n o doubt , w i l l develo p 
along th e way . I  w i l l serv e a s a  co-chai r t o th e Capita l Formation s committe e an d a s chai r o f th e Grant s 
committee, an d therefor e w i l l schedul e an d facilitat e some o f the meetings . I  w i l l brin g information to thes e 
committees from  th e Boar d and the Executive committee, an d w i l l researc h an y particular topics that may arise . 
Within tw o months ' tim e I  w i l l complet e a  C R A surve y o f banks i n our area . Thi s surve y w i l l compil e more 
detailed information from  th e bank s o n any gap s they perceiv e in their abilit y t o serv e th e community , and, i n 
particular, th e lowe r incom e sector s o f th e community . I t w i l l als o serv e a s a  startin g plac e from  whic h t o 
develop a strategy fo r approaching loca l lenders t o seek both lending capital (at n o o r low interest) an d outrigh t 
grants to b e use d fo r operatin g expenses . 

H . Min imu m Objectives : 

Within th e yea r o f my C E D project , Communit y Trust, Inc . w i l l develo p a  busines s pla n for th e nex t 
phase of the organization . Th e business plan w i l l includ e a prospective budget, a  marke t plan, lending criteria, 
and a  time-line for gatherin g lendin g capital. Th e Grant s Committe e w i l l pursu e foundatio n an d governmen t 
funding, a s wel l a s solicitin g privat e donations . 


