Our mission:

CFNE advances
community based,
cooperative and
democratically owned
or managed enterprises
with preference to those
that serve low income
communities through:
* provision of prompt
financial assistance
at reasonable rates;
provision of an
investment
opportunity that
promotes socially
responsible
enterprise; and
development of a
regional reservoir of
business skills with
which to assist and
advise the above

groups.
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Mind the Gap: CFNE Moves Ahead with Equity-like Capital Product

What happens when a potential borrower or
loan applicant needs money to start an expansion
or new project and there is a funding gap? There is
often a need for a loan but there is also a need for
additional capital. Member loans and equity are
sought. There may be some business assets,
equipment, inventory, or real estate, to secure a loan
or a guaranty to cover most of the debt, but often
there is still a gap. CFNE recognizes and is trying to
address the need where there is a shortfall between
the total capital needs of the cooperative and the
amount of debt and equity available. At the most
recent CFNE Board meeting it was agreed that CFNE
would move ahead with the development of an
equity-like product.

CFNE is receiving national recognition and funding
from the U.S. Department of Treasury’s community
development program. CFNE has been awarded a
grant by the Community Development Financial
Institution (CDFI) Fund of the U.S. Treasury. The
award will help CFNE obtain a variety of technological,
training, consulting and operating expense support.
This support will enable the Cooperative Fund to
commemorate its 30th anniversary and better serve

its borrowers by developing and launching a new
“patient”, equity-like capital product for new and
expanding cooperatives and worker-owned
businesses, and to strengthen its financial position.
It will allow CFNE to improve its overall financial
products and services for its clients.

We will be looking for investors to help fund
the new program. A market study is underway to
determine product need. If you are interested in
participating in the study the link follows:
www.surveymonkey.com/s.asp?A=150724826E76
504.

A sample project might be one with insufficient
collateral available to meet the total financing need
through debt, and limited investment dollars available
through member equity, as most commonly occurs
with new start-ups. Payment plans will be flexible,
including interest only, partially deferred interest,
and step-rate plans.

Although the product is still in the development
stages the new product could take various forms.
It may be a longer-term loan that does not require
repayment during the first few years. It may not
require full collateralization and it may be

(continued on page 3)

Since the April 30th report we have funded 15
loans. These include $2300 to Hartbeat Ensemble,
a community based theater company in Hartford,

Connecticut, to cover cash
flow pending a grant receipt,
three advances totaling
$230,000 to Sawyer Hill
and Mosaic Commons, a
cohousing project in Berlin,
Massachusetts, for
predevelopment work;
$280,000 to Onion River
Cooperative d/b/a City
Market in Burlington,
Vermont, for equipment
purchases; $3,000 to the

Community Children’s
Future residents of the Sawyer
Hill and Mosaic Commons
cohousing inspect the property

Center in Mansfield, Connecticut, for working capital;
two advances totaling $10,000 to Urban Oaks, an
urban organic farm in New Britain, Connecticut,

Broad Park Development housing renovation, an
Italiante building on Sargeant Street in Asylum
Hill in Hartford. The building dates from the 1800’s
and has been renovated for low income
first ime home buyers.
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CFNE Board Members at the 9-30-06
meeting. From left to right: standing:
Andy Danforth, Tim Wingate, Mary
Hoyer, Cory Greenburg and Jane
Livingston. Seated: Brenda Pfahnl,
Rebecca Dunn, and Erbin Crowell.
Missing: Apple Alhearn.

Board of Trustees

Erbin Crowell, President
Brenda Pfahnl, Vice President
Andy Danforth, Clerk

Tim Wingate, Treasurer

Elizabeth Ahearn
Rebecca Dunn
Cory Greenberg
Mary Hoyer

Jane Livingston

Board of Advisors

Valerie Dahl
Susy Ellis

Linda Gallagher
Don Schramm
John Ralvacchia
Stan Warner

Staff & Consultants

Rebecca Dunn
Executive Director
Mary Hoyer
Southwestern New England
Outreach Coordinator
Klara Grape
Northwestern New England
Outreach Coordinator
Mary O’Hara
Southeastern New England
Outreach Coordinator
Phebe Quattrucci
Northeastern New England
Outreach Coordinator

Greetings from the Executive Director

Hello all,

On the occasion of National Cooperative Month | am pleased to be able to share
a number of exciting developments that occurred at CFNE over the summer.

First, we made many loans. Year to date we have already lent over $1.3 million,
surpassing last year’s total and exceeding our budget for the entire fiscal year 2006.

Second, we have received national recognition and funding by the U.S. Treasury Department’s
Community Development Financial Institution (CDFI) Fund. CFNE has been awarded a $92,100 grant that
will help us obtain a variety of technological, training, consulting, and operating expense support. This
support will enable the Cooperative Fund to develop and launch a new “patient, equity-like capital” product
for new and expanding cooperatives and worker-owned businesses, and to strengthen our financial position.
It will allow CFNE to improve its overall financial products and services for clients. A market study is
underway and we will be looking for investors to fund the new program.

We are excited about the possibility of offering a new product to our borrowers and investors. Our
annual fundraising letter will be going out soon. Every dollar we raise in pledges or donations by November
14, 2006 will likely be matched dollar for dollar with Federal grant funds. Please consider making a donation
to CFNE at this time. We will keep you posted on our progress and welcome your input and participation.

We appreciate your continued support. As always, please let me know if you have any questions,
comments, or suggestions.

Rebecca Dunn
Executive Director

The fall annual meeting of the Board
of Trustees was held on September 30th in
Providence, Rhode Island at the offices of
our borrower, Cleanscape, a recycling and
landscaping job creation company. The
Board enjoyed a tour of the facility and a
report by Marty Davey, Cleanscape’s
president.

Officers were elected. President Erbin
Crowell, a worker-owner from Equal
Exchange, was re-elected and Brenda Pfahnl
stepped up to the position of vice president.
Tim Wingate, from Hunger Mountain Food
Co-op was elected as treasurer and Andy
Danforth was re-elected as clerk.

There have been some transitions in
CFNE Board membership. Linda Gallagher
has moved to Canada but will remain on
the Loan Committee. Valerie Dahl has moved
from the Board of Trustees to the Board of

Left to Right: Val Dahl, Linda Gallagher and Mike Rosenkrantz

Advisors, and Michael Rosenkrantz has moved to Pennsylvania
to organize farmers’ markets there. We appreciate the service
these three valuable members of the board have provided
and wish them all well.

The Board discussed the development of the new equity-
like patient capital product as well as the membership needs
of the Board of Trustees. CFNE is looking for additional board
members. Interested individuals are encouraged to contact
us.

In the CFNE office we have enjoyed the assistance of a
summer intern from University of North Carolina at
Wilmington. Trisha Hartis helped with data entry and review
on a new contacts-based computer program that is still in
the development stage. CFNE will be using the program to
track investors, borrowers and all other contacts. Jana Albritton
has joined us as office support staff to keep our executive
director organized and orderly.

Nelson Cruz and Thayer Fayerweather demonstrate
equipment for the CFNE Board at Cleanscape in
Providence, Rl

Jana Albritton,
Clerical Assistant

Trisha Hartis,
UNC-Wilmington Intern
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subordinated to other lenders. After several years, borrowers will begin to repay the loan at a slightly
higher than market rate with a balloon payment of outstanding principal at the end of the loan. This
structure would allow cooperatives and worker-owned businesses to use their working capital for start-
up expenses or rapid growth instead of debt repayment.

With the addition of this product, the Cooperative Fund will augment its current loan products and
offer a new capitalization option to businesses with democratic ownership structures. Currently, most
cooperatives and worker-owned businesses are unable to accept venture capital investments because
their very structure precludes the ownership and management control that traditional venture capital
investors require. Profit, or lack thereof, is another barrier to private market venture capital.

Cooperatives rarely post profits for the benefit of investors. Instead, operating profits are reinvested
into the business, paid as patronage dividends to members, and donated to charity. And in reality, there
are very few sources of micro-equity available to any small business, regardless of ownership structure
or profit margin. The Cooperative Fund wants to fill this market gap by offering micro-equity investments
(of $25,000 and less) that do not require ownership or management control or high rates of return.
Again, the new product is a work in progress but we will be looking for investors who will fund this new
program.

loans Made (continued from page 1)

pending grant receipts; $75,000 to Burlington Cohousing in Burlington, Vermont, for preconstruction and
development costs; two advances totaling $15,000 to Dollars and Sense in Boston, Massachusetts, a
publishing collective, for working capital; $100,000 to Broad Park De-velopment Corporation in Hartford,
Connecticut, for predevelopment funds; $20,000 to Intervale Foundation in Burlington, Vermont, for seasonal
working capital; $20,000 to Hampshire Housing Partnership (HAP), a nonprofit that provides a number
of housing services in Springfield, Massachusetts, for equipment purchases; and two advances to Pelham
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Definition of
Cooperative:

A cooperative is an
autonomous association
of persons united
voluntarily to meet their
common economic, social
and cultural needs and
aspirations through a
jointly-owned and
democratically controlled
enterprise.

Values:

Cooperatives are based
on the values of

self-help,
self-responsibility,
democracy,

>
>

>

> equality,
> equity,
>

Auto, a worker-owned car repair shop in Belchertown, Massachusetts, for the purchase of additional property solidarity.
and working capital.
Tony Norris at Urban Oaks farm stand in New Britain, CT Har tbeat Ensemble actors in Hartford, CT Pelham Auto worker-owners in Belchertown, MA

Watch for stories about CFNE in the news. As announcements of the US Treasury CDFI Fund awards are made press releases have been
going out. Various cooperatives will include the news in their newsletters and various list-serves have also featured the news about the award
as well as the development of our new capital product. Cooperative Fund will be featured in this year’s anniversary edition of the Catalogue
for Philanthropy, and Executive Director Rebecca Dunn has jointly written an article with Margaret Lund of North Country Development Fund
in Minneapolis for the fall issue of the Cooperative Grocer on investing in cooperation. The principal of “cooperation among cooperatives”
is stressed while encouraging co-ops as well as individuals to consider investing in both North Country and CFNE. Watch for mention of CFNE

in the Green Money Journal, Co-op Business Journal, and Green Living.

Conferences in which there has been (or will be) representation by the Cooperative Fund include: Financial Innovations Roundtable in
Manchester, NH , Vermont Cooperative Summit in Burlington, VT, US Federation of Worker Co-ops conference in New York City; Opportunity
Finance Network annual training conference in Washington, DC, Investors Circle Meeting in Boston, and the Annual meeting of Massachusetts

Association of Community Development Corporations (MACDC's) in Boston.
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Return Service Requested

Cooperative Fund of New England is a nonprofit community development financial institution founded in 1975. CFNE provides
loans and technical assistance to cooperatives and nonprofit community based organizations unable to access traditional financing
and support. CFNE is a US Treasury certified Community Development Financial Institution (CDFI).

Visit us on line at either of our websites: www.cooperativefund.org or www.coopfund.coop

« learn about our borrowers;
- print out our loan application;
« download our prospectus;

+ find links to our borrowers, other community development organizations, socially responsible investing sites and
cooperative business assistance sites.

OPlease add me to CFNE’s mailing list.
Complete and send this coupon to:
O Please send me information about:

O Investing in CFNE

CFNE .
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010043413 Enclosed is my tax deductible contribution to CFNE.
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if you prefer to receive this newsletter e State: Zip:
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