MoCo Board Meeting
Tuesday, May 20, 2014, 5:30 p.m.
Morristown Centennial Library
Approved: June 3, 2014

Board members present: Jack Pickett (presiding), Susan Titterton (minutes), Cheryl Hartt, Tim Sargent (arrived 6:50), Peter Merrill (arrived 5:45), Susanna Keefer
Board members absent: Peter Christie, Jackie Cassino, Davis Koier
Others present: Maggie Cleary

Call to order:  JP called the meeting to order at 5:32 p.m.

1. Minutes from 04/15//2014 board meeting. Motion to approve as written by CH, seconded by SK, passed with all in favor. (5:35)

2. “Where are we now in our vision of the future store?” JP led a discussion of our current vision regarding location, what products will be available, community orientation, size, etc.

3. Financial Report PM took us through the financial report (Profit & Loss) for June 30, 2013-May 20, 2014 financial report. 

4. Donations & Loans: ST and PM took us through a draft of how donations & loans will work, and some thinking about tax-deductibility (See below). PM will contact Don Kreis to find out about the possible use of Class B Shares as a way for members to invest in the co-op. These clarifications will be central to our eventual Member Loan Campaign. ST will send out the “Member Loan Campaign Toolbox” (by Bill Gessner et al) to all board members for their review.

5. Annual Meeting and Board Elections: ST shared the work she, TS, and member/ volunteer Donna Reback have begun to do to prepare, along with a draft timeline. Tentative meeting date is the week after Labor Day. Board slate should be developed by June. JC prefers not to run. Board will be asked to indicate their decisions by June meeting, so we know how many slots we need to recruit for. 

6. Update: Membership: Maggie reported that in 2 weeks, since the first notice went out, we have recorded 160 fully completed memberships with another 15-20 in progress.

7. Update: Events Committee SK reported on the Bounty of the County/ Community Corn Roast on August 20th at the Oxbow and a plan for a live auction in the winter.
8. Update: Ben Sandel’s “Reconciliation Report” ST reported receiving this just before the board meeting; will send out to all board members to read before next meeting.

Adjournment: The meeting was adjourned at 7: 04 p.m., on a motion by JP, seconded by CH, with all voting in favor.

Next meeting: June 3, 2014 at 5:30 p.m., at Morristown Centennial Library. 


MoCo—“Donations & Loans”—Working document
Notes from Executive Committee Meeting on 5/12/14
Submitted by Susan Titterton, Secretary

Q: What do we say when people want to give us money?
Examples that have arisen: sponsors, business owner giving a % of sales, members who want to donate $1000, etc.

Options
Become a member-owner
Member-Owner Shares (already in place)
1) Class A: “par value of $200, issued by Cooperative in consideration for becoming a member of the Cooperative” (Bylaws)
2) Class B shares have “a par value of $5, issued to members as patronage refunds in lieu of cash payments.” (Bylaws) 
3) We discussed Class B shares as a way to “further support the co-op financially, from $200 to any amount.” Need to ask Don Kreis about the terms of these shares and if they are useful for this purpose—to allow people to give the co-op more money.  
 
Make a donation
1) Small
2) Larger
3) Tax-deductible?

1) Small: If the person’s interest is in making a small donation ($100-$1000), this is suggested language: “We can take a donation. As co-ops are not 501(c)3 non-profit corporations, I don’t believe your donation will be tax-deductible. For that determination, you should consult with your accountant.” If the person wants a letter acknowledging their donation for discussion with their accountant, we could create one.

2) Larger: If you think they may be interested in a larger donation (>$1000), which they may want to be tax-deductible, help them to set up a conversation with the board chair or treasurer. (See next section.)


3) Tax-deductibility: 
· We have decided that we will not be offering the CFNE tax-deductible donation option at this time, although we will keep this facility open for possible future use.  
· Instead, we will encourage people to make small (less than $1,000) donations on a taxable basis.
· If they are interested in making a larger contribution (> $1,000), instead of a donation, we will steer them in the direction of a loan option (Buffer Loans now; eventually Member Loans) or Class B Equity Shares (assuming sign-off by Don Kreis).  
· We should point out to potential contributors that we view these (non-donation) options as preferable because, if the co-op succeeds, they will get their money back (with interest in the case of loans) and if it fails, they will still be able to claim the entire amount as a tax loss.  Obviously, we will need to be careful to disclose the risks involved with loans or equity.
· If a large contributor ($1,000 or more) is still set on making a tax-deductible donation, we should invite them to have a discussion with the board chair or treasurer.  These situations will be treated on a case-by-case basis with a goal of finding a way to accommodate the donor’s needs.  This may include using the CFNE facility to offer the tax deductibility the donor desires.

(ADDED on 5/20/14 at Peter M’s suggestion) 
· To summarize, if we think of this in terms of levels:
	--Up to $1000: Given as a donation straight to MoCo, not likely tax-deductible
	--Greater than $1000: Encourage person to give it as a loan a loan
	--Greater than $1000 AND person is set on making a donation
		--Donated straight to MoCo, if they do not require it be tax deductible
		--Donated through CFNE (or other non-profit?), if they require tax deductibility
 
Make a loan
1) Buffer loans
2) Member-owner loans

1) Buffer Loan terms:
              -Minimum amount $1000
              -5 years @ 3% per annum 
              -Capitalized annually over the term of the loan 
              -Payments: all principal and interest due at maturity 
              -Liquidation: If the effort to create a coop is unsuccessful, all remaining funds will be
returned to investors/ lenders with all member equity to be fully redeemed before any Buffer Loan repayment will be permitted.
Lender receives a letter of acknowledgement (See Below: Original letter that went out to first Buffer Fund lenders before we began calling pledges in. Need revision for future use.)
Dear______________ 
On behalf of MOCO I would like to acknowledge your contribution of $_____ to what we call ‘The MOCO Buffer Fund”. At this stage in MOCO’s development, contributions to the Buffer Fund are a vital resource. 

The Board has decided that a market study and a business plan are the next steps in our continuing evaluation of the feasibility of a coop in Morrisville. We are asking those who have pledged to become members by paying their membership contributions, and we also have begun to take plan to begin taking new members’ contributions. However, we are reluctant to spend those monies on feasibility studies since the studies may suggest we do not proceed. We do not expect that result but at the same time we wish to avoid any pressure that we must proceed in order to justify the cost of our feasibility studies. The Buffer Fund will mean we can cover the cost of these studies without spending meaningful amounts of the members’ contributions.

As you know the contributions to the Buffer Fund have been structured as unsecured loans with terms as set out on the attached. In fact if after the studies are completed we determine not to go ahead, most if not all of the Buffer fund will have been spent and MOC will have little or no ability to repay you. Alternatively, if we proceed the Buffer Fund will be folded into a larger Member Loan Facility at whatever terms the then Board sets. 

It is your agreement to participate on this high risk and flexible basis that is so important to the coop and the community. When we have a vibrant community coop in Morrisville, it will be in no small part due to your support at this early juncture. 

2) Member loans: Message is “Right now we’re getting together a list of people who might be interested in making member loans. We currently have a buffer loan fund that you can participate in, if you wish.” 
NOTE: This list is being generated as people filling out their Membership Application check “yes” on  “Tell me more about how I can provide additional capital (shares/ loans).
NOTE: We are learning about how to structure a member loan campaign, using the following “Member Loan Campaign Toolbox: A Guide for Retail Food Co-ops” by  Bill Gessner, Beret Griffith, and Ron Griffith.
https://docs.google.com/viewer?url=http://www.foodcoopinitiative.coop/sites/default/files/Member+Loan+Toolbox.doc  Some initial points to consider from this document:
· Successful member loan campaigns are producing debt financing in the $300,000 to $1,500,000 range. (p. 6)
· Member loans typically range from $1,000 to over $50,000. Average size loans can range from $3,000 to $10,000. (p. 6)
· The planning for a Member Loan Campaign typically takes at least 4 to 6 weeks and includes appropriate legal advice from an attorney experienced in co-op and securities law. (p. 7)
· The implementation of a Member Loan Campaign, if well organized and planned, can be completed in a 4-week period (additionally, allow a hidden 2-week overrun allowance). However, the longer the implementation phase takes, the more stressful and challenging it becomes. (p. 8)
· Loans from members who are out-of-state residents are not a legal option. (p. 12)
· Loans from non-members should not be solicited. Only established members of the co-op should provide loans to the co-op. (p. 12)
· The Member Loan Campaign must not operate in a financial vacuum; it must be a reasoned part of a long-term capital plan. (p. 13)
· Funds from a core group or an expanded core group should be obtained prior to the formal launch of the campaign…In a start-up situation, it may be reliably estimated that 15% of the total funds raised will be invested by the core group – either members of the Board of Directors, or a larger group of members who are heavily involved in development of the co-op. If this is not possible, then the inner circle (of leadership) should be expanded so that at least 15% of the total goal is pre-committed prior to the launch of the Member Loan Campaign. (p. 14)
· For start-up food co-ops, it is not advisable to launch a formal member loan drive until you have enough members to meet your overall goal with a 1-in-4 or 1-in-5 response rate. (p. 17)

Next steps:
--Share language about donations with Board & Maggie (SUSAN)

--Ask Don about Class B shares as a way for people to further support the co-op; also consult with him about the issues of non-resident loans and non-member loans (TIM)

--Read the "Toolbox" and begin thinking ahead to the Member Loan Campaign (as part of our overall Capital Campaign) (ALL)

-Keep working toward 600 member-owners (Susan, Maggie, MR Committee, by the fall?), as a critical mass we need before launching a Member Loan Campaign

--Start to make a list of who might be in our "core group" who will make the initial 15% of the member-loans 

-Steer any non-residents who want to support us toward donations (lunch at Jack's conversations), not loans

-Steer any non-members who want to support us toward becoming members first

-Determine who will be “point person” in this work
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