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Webinar Goal

To gain a deeper
understanding of
an individual
investor strategy
to raise capital.

» What are the costs and benefits of the strategy?

»What are important elements to consider in getting started?
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Capital Needs

Organization currently seeking additional capital?
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Capitalization Needs

What is your most pressing capitalization issue?
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Individual Investor Strategy Interest

Do individuals need to be accredited?

Do SEC regulations govern this
strategy?

What type of debt is this?

How will rising interest rates affect this
strategy?
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A Sense of the
Room
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Opportunity, investment, Impact,

Overview

* New Hampshire Community Loan Fund
founded in 1983.

» Broad purposes — housing, economic
opportunity, community facilities.

« $66+ million loan pool. 95% deployed.
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Individual Investors

* 330 individual investors: 73% of our investor
relationships

« 18% of the lending pool dollars — trending up!
* 95% renewal rate

« Average loan size: $21,000

« Median loan size: $7,500
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Opportunity, investment, Impact,

Summary of Terms

Minimum amount $1,000
Minimum maturity 1 year

Rates
1 year up to 2%
2- 3 years up to 3%
4 -9 years up to 4%

10 years + up to 5%
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Total Investor Dollars

$9.5M from
individuals

(18% of

loaned capital)

e ndividual

==mReligious

s==Foundations

e=m[inancial (non-EQ2s)

s=eGovt and Quasi-Govt

===NP, CRP, OFN, etc.

s—lQ2s
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How Funds are Invested

 Lending Pool — pari passu (shared risk)

* No investment tied to single project

* Projects spread across all program areas
 Affordable Housing
« Community Facilities
« Economic Opportunity
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Structured as a loan —
though we refer to “our
investors”

A loan with fixed interest and maturity
 Not a stock — no equity, no ownership
* Non-recourse, unsecured debt

» Not a registered security

 Investors don’t need to be accredited

» Loan Agreement and Promissory Note
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LOAN AGREEMENT

This 1z a LO&N AGEEEMENT by and between the “Lender” indicated beloar and the Hew
Harapshire Coreroanity Loan Fund, Inc., a nonprofit wolurtary corporation organized under the laws of
the State of Hew Hampehire | "Borrower"), whose address 1z 7 Wall Street, Concord, New Harmpshire
03301, made and entered into this ¢Onginal Loan Dates.

Lender: wLegalPINoteNamen
Lender’s SSNEIN: «FormatTaxITh
Lender’s Address:  «CompanyNamesn

odddressly waddressdy
w«Cityw, «Staiern «ZIPw

WHEREAS, the Borrower is organdzed for these purposes:

1.

“Toprovide access to housing and productree resorces for lower income households and
other disadantaged people;

. T conduct public discussion groups, fonras, panels, leotures, and other sirnlar prograrms

desigried to educate the public dbout the benefits of housing and erployes cooperatives and
other such prograras directed at the financing needs of such cooperatives;

. Toswmpport the developrment of a stable and productre econormic base in and for local

corurardties and therebyr relieve the burdens of goverranent;

To create alterratmve models of finane ing for cormramity econorde developrment which
enconrage vestment by local compamnity orgavizations, charches, and imdeidual residents,

and promote greater responstveness to corenity and low ineore needs on the part of
corventional lending institations through:

&, Direct lending to cornrrunity based developmment projects;

B. Loan referral, packaging, and management assistance for potential lenders and boroarers;

. Techmnical assistance to corraunity based not-for-profit and cooperative organizations in
developing their own rmarage ment capabilities; and

. To conserve and enhance the quality and productvity of land and natural resources, whale

ensuring that low and moderate income people share in the use and enjoyment thereof”
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PROMISSORY NOTE

15 feliraounts Coprord, Hew Hampshare
WHCLF ¢Loartmebers |
Diate: «Original Loan Datex
Lender: wLegalPNoteNames
Lender’s &ddress:  «CompanyNamesmchddress1n cAdddress2n

«Cityn, «Staien «ZIPs
Borrower: Mew Hampshire Community Loan Fund, Inc.
Borrower’s Address: 7 Wall Siveet

Congcord, New Hampshire 03301
Privecipal Sraount: Thousand Dollars ($eAmounts)
Interest Rate: Percent {(«RateFormat») per annum

Bepayroert Schedule: Interest paymenis :aInteresiPayhlethods «InteresiPaySchedules
iPayDaylvsPayDay2wmPayDaydwPayDayds, beginning on MONTH
XX, 20XX uniil principal ¥ repaid.
Principal: «MaturityDaieFormato

For value received, the undersizred Borrower hereby promises to pay to the Lender, or
order, at the Lender’s Address or such other place as the Lender may designate, interest only on the
Principal &raount at the [rderest Hate, according to the Repayrnent Schedule of thas Note until
payment in full of the Principal & oot and all unpaid and acered interest thereon on orbefore the
raturity date specified in this Mote and the Loan Agreetnent of this same date, as may be hereafter
arnended. Borrower may prepay the principal arcunt in whole or in part at any tire without
penalty. This Mote shall be binding upon the Borrower and its successors and assigns.

Iy notice to Borrower provided for in this Mote shall be gieen by mailing such notice by
certified maidl, return receipt requested, to Borrower at Bornower’s &ddress as specified dbowee or to
such other address as Borrower may designate by wiitten notice to the Lender at the Lender’s
Lddress as specified abovve, or at such other address as may have been designated by written notice



Questions from Participants

Please raise your hand
or send us a question
via the chat feature.
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Market Environment

State of New Hampshire very supportive

‘Repayment assured by past performance
and solid financials

*Our modest rates now looking very good
*People see their money at work
*"The Other Wall Street”
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What lessons have you learned that would be helpful to
others?

What are the advantages or challenges of this strategy?
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Advantages

« Huge growth potential

* Loyalty (95% renewal)

» Virtually no reporting

 Lenders become donors and vice versa
« A community of investors/stakeholders
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Example One: ArIin/7 y
1994: Became a investor //
/
/
2002: Converted her loan to a Charitable 7 v
Gift Annuity Equity
2005: Created a second Charitable Gift
Annuity
2008: Died, left a significant bequest Op eratin g
2009: Her daughter created a loan of gifts

her own and made two charitable gifts.
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Example Two: The Mayer Family

Mother, Dale, is a board member.
Her children live in NH, Vermont,
Massachusetts, and Seattle.

« All five are annual donors.
 Four are lenders.
 The fifth has created a bequest for the Community Loan Fund.
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Challenges

« No federal or state tax advantages
» Matching duration of loans in and loans out
* How to spread the word?

« How to create easy access to $$ in IRA
accounts (custody)

« Managing the investor/donor conversation
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Individual or Institutional
Investor

« No real difference. All the same process.

« Currently spending 1.5% to 5% for capital
acquisition ($250,000 annually to raise $5m. to
$15m. total new capital).

 Acquisition costs higher for individuals;
reporting costs much /ess expensive.
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Costs

Staffing (both individual and institutional):
» Business Development (1.75 FTE)
« Accounting (.25 FTE)

System design and management
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How we attract individual
investors

» Currently, favorable market conditions
« Word of mouth

« Working with investment advisors

« Inroads into IRA money

 Advertising, bus tours, small and large social
events
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How to start

« Evaluate: is this right for you?

« Keep it simple — one-page form

« Keep minimum investment low ($1,000)
 Variety of fixed rates and maturities
 Stress double-bottom-line

« Keep investors informed of how $ are
working — show results
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Questions from Participants

Please raise your hand
or send us a question
via the chat feature.
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Resources

Recorded webinars:

Trends in Demand, Risk and Funding: Market Conditions for
Microlending

Innovative Capitalization Strategies: What is Scalable?

Publications:
Dollars for Dreams (2010)
Capital Structure - Getting It Right to Increase Sustainability (2008)

The Organizational Foundations of Sustainability (2009)

http://fieldus.org/Webinars/TopicCapital.html
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