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TODAY’S AGENDA
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* Financing Regional Food Systems
 Development Perspectives
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 Audience Discussion
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Disclaimer

The analysis and conclusions set forth in this presentation represent the work of the author and do not indicate concurrence of the

Federal Reserve Board, the Federal Reserve Banks, or their staff. Mention or display of a trademark, proprietary product, or firmin

the presentation by the authors does not constitute an endorsement or criticism by the Federal Reserve System and does not imply
approval to the exclusion of other suitable products.
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Community Development at the Fed

e Why?

* “The Board of Governors of the Federal Reserve System and the Federal Open Market
Committee shall maintain long run growth of the monetary and credit aggregates
commensurate with the economy’s long run potential to increase production, so as to
promote effectively the goals of maximum employment, stable prices, and moderate long-

term interest rates.” 12 U.S.C. § 225a

e Economically and financially healthy consumers and communities promote
stable regions and a more robust economy overall
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Electronic version is available for free at:

https://www.stlouisfed.org/community-development/publications/harvesting-opportunity
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Harvesting Opportunity: Content

e Key drivers

e Economic and community development goals, objectives, and
outcomes

* Business model considerations

e Financial and technical assistance support
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Presentation Notes
There is evidence that these systems do create economic development opportunities. When there are fewer steps between the farm and the consumer, more money stays in the farmers’ pockets and circulates in the local community. New local or regional processors, food hubs, distribution networks and retailers create jobs. 

But there are other reasons why this work is important to USDA. 

Local food systems convey information to the consumer about where and how food was grown. Only about 1% of Americans today live on a farm or ranch; local food systems help connect non-farmers with the origins of their food. When consumers interact with a farmer, grow their own food, or visit a farm, they learn more about how food gets to their plate. 

When these activities take place at school, there is evidence that they strengthen children’s knowledge about, attitudes toward, and willingness to consume healthy foods like fruits and vegetables. 

When food travels a shorter distance between the farm and the consumer, it can be fresher and more nutritious– though this is not always the case in an era of highly efficient national and international distribution networks for food. 

Local and regional food systems can also increase access to healthy foods in underserved communities. Projects like school or community gardens, farmers markets that accept SNAP, or mobile markets that travel to communities without other retail options can all help make healthy, local products more accessible. 



Seasonal High Tunnels
(hoop houses)

Farm loans, microloans and
Farm Storage Facility Loans

Regional food hubs and
other local food infrastructure

Marketing and retail
opportunities
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Agriculture
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LAND
CONSERVATION

Agricultural Conservation
Easement Program

Conservation Reserve
Program

Conservation Stewardship
Program

Environmental Quality
Incentives Program

USDA PROGRAMS IN THE LOCAL
FOOD SUPPLY CHAIN

USDA is committed to supporting robust regional food economies
across the food chain through the programs noted below.

PRODUCTION

Environmental Quality
Incentives Program

Farm Microloans
Farm Storage Facility Loans
Grass-fed Verification

Noninsured Crop Disaster
Assistance Program

Organic Cost Share

Rural Energy for
America Program

PROCESSING

Business and Industry
Guaranteed Loans

Community Facilities
Loans and Grants

Local Food Promotion
Program
Rural Business
Development Grants

Value-Added Producer
Grants

|
AGGREGATION/
DISTRIBUTION

Business and Industry
Guaranteed Loans

Community Facilities
Loans and Grants

Local Food Promotion
Program

Rural Business
Development Grants
Specialty Crop
Block Grants

it

MARKETS/
CONSUMERS

Community Food Projects
Competitive Grants
Farmers Market
Promotion Program

Food Insecurity Nutrition
Incentive Grant Program

Whole Farm Revenue Protection

Research, Education, and Technical Assistance

Programs Along the Supply Chain:

Agriculture and Food Research Initiative

Beginning Farmer and Rancher
Development Program

Conservation Technical Assistance
Federal State Marketing Improvement
Program
Outreach and Assistance for Socially
Disadvantaged Farmers and Ranchers

and Veteran Farmers and Ranchers
Program (2501 Program)

Risk Management Education Program
Rural Cooperative Development Grants
Small Business Innovation Research
Specialty Crop Block Grants
Specialty Crop Research Initiative

Sustainable Agriculture Research and
Education Program

Agricultural Marketing Service

Farm Service Agency

Food and Nutrition Service

Mational Institute of Food and Agriculture
Natural Resources Conservation Service
Office of Advocacy and Qutreach

Rural Development

Risk Management Agency

www.ams.usda.gov/localfood

USDA
=S



launched in January 2017, with the

Healthy Food Financing Initiative (HFFI)

HFFl is a collaborative effort at both the
Federal and State levels to increase
healthy food access in underserved areas
by providing technical and financial
resources to food retailers and their
supply chain partners.

2014 Farm Bill authorized $125 million,
but only $1 million appropriated in FY17.

HFFI at Rural Development was officially

designation of Reinvestment Fund as
USDA’s National Fund Manager.
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Treasury and HHS designated HFFI programs, starting in 2010, with a carve out in the CDFI Fund and HHS CED program, but USDA did not designate a particular program but instead prioritized healthy food access projects in a number of grant programs, such as AMS’ Farmers Market and Local Food Promotion, Community Food Projects, and B&I guaranteed loans. Many of USDA’s healthy food access projects are captured in our Local Food Compass Map, which is maintained by the USDA Local and Regional Food Working Group – an interagency taskforce designed to coordinate local and regional food system efforts. A very conservative estimate of overall investment from 2009-2016 is roughly $266 million invested from 22 program over this seven-year period. 

https://www.rd.usda.gov/newsroom/news-release/usda-announces-new-partnership-increase-rural-residents%E2%80%99-access-healthy-food

Other Food Systems Resources

Regional Food Hub Resource Guide
Food hub impacts on regional food systems, and the
resources available to support their growth and development

produsts '_:"

Food Value Chains
Creating Shared Value to Enhance Marketing Success

The Economics of Local Food
A Toolkit to Guide Community Discussions, Assessments
and Choices

Electronic copies of these publications can be downloaded for free at www.ams.usda.gov/localfood



http://www.ams.usda.gov/localfood

USDA Co-op Resources

Rural Development’s

Cooperative Programs
www.rd.usda.gov/programs-services/all-
programs/cooperative-programs

Professional staff conduct research and
provide educational trainings, technical
assistance, and grant support to co-ops
across the country.

www.rd.usda.gov



http://www.rd.usda.gov/programs-services/all-programs/cooperative-programs

USDA Co-op Resources

Library of Co-op Publications
www.rd.usda.gov/publications/publications-cooperatives

Extensive library of over 150 publications, including Rural Cooperatives magazine,
and many “how to” guides like:



http://www.rd.usda.gov/publications/publications-cooperatives
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Online Training on Assessing and
Financing Regional Food Enterprises

Learn how to use Wholesome Wave’s Food Hub
Business Assessment Toolkit through a case-
based interactive training.

Direct Access to the food financing training here:

http://aglearn.usda.gov/customcontent/RD/RD-FOOD-
HUB-ASSESS-WEBONLY/startCourse  RD-FOOD-HUB-
ASSESS 2713.html



http://aglearn.usda.gov/customcontent/RD/RD-FOOD-HUB-ASSESS-WEBONLY/startCourse_RD-FOOD-HUB-ASSESS_2713.html
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Financing Food Co-ops to Advance Regional Food Systems

Andy Rachlin

Managing Director, Lending and Investments
@ReinvestFund

Reinvestment Fund Reinvestment.com



Reinvestment Fund

$1.9 billion in community investments
$950 million of capital under management
865 individual & institutional investors

3,000 projects financed

STANDARD & POOR’S

s AERIS — GSG

* % %k AAA

POLICY PLUS Iimpact Asset
Manager

S&P "2017
Y

@ReinvestFund e
-
. * Y REINVESTMENT
Reinvestment.com o FUND
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Reinvestment Fund is one of our nation’s largest Community Development Financial Institutions with $950 million of capital under management. We, like all CDFIs, are a mission driven organization that provides financial products and services to people and communities underserved by traditional financial institutions and capital markets. Through our investments, Reinvestment Fund strives to promote equity, community and economic development. 

Since our founding, Reinvestment Fund has invested more than $1.8 billion dollars into some of America’s poorest urban and rural communities --- financing affordable housing, community health care centers, high-performing schools, quality day care centers and green businesses from retail to manufacturing.  These investment have generated more than 72,000 jobs. ��We have invested more than $250 million in a wide range of projects designed to bring healthier food choices to low-income communities





Our Food Investments

$290 million in food related investments.*

m Full Service Stores

m Limited Assortment Stores

re
4 REINVESTMENT
*(1/2004-10/2017) | Distribution as of 12/2016 «* FUND



Why Work with Food Coops?

Because cooperatives:
= Model democratic values;

= Build local wealth and local economies with community or worker

ownership;
= Provide high quality jobs;
= Support local food producers and the local food economy; and

= Fill gapsin the food access landscape.

-
. REINVESTMENT
e . FUND



How Financing Food Coops Differs

Rule of thumb Coop Adjustment

Grocery stores typically have a  Natural, organic and local
gross margin between 20-28%  product mix plus the ability to
depending on the store format draw mission alighed shoppers

(esp. in low and moderate yields higher gross margins (30-
income communities) 36%) than traditional grocery
stores.

The higher gross margin often
allows the coop to invest more in
payroll and providing higher
guality jobs.

Guarantor Required N/A

'EINVESTMENT
FUND



Adjustments Specifically for Start-up Coops

Rule of thumb Coop Adjustment

Grocer should have industry To compensate for a lack of

experience

Borrowers should bring
approx. 20% equity to the
project.

experience in the industry, there is a
need for consultants and key staff to
be hired very early in the
development process and to built
into the coop budget.

With increased risk and a portion of
the equity being member loans, the
goal is to have no greater than
approx. 40% of the capital stack be
true debt.

REINVESTMENT
FUND



Financing the Expansion of an Existing Cooperative

= Expanded from 500 square feet to
2,500+ square feet in a low
income community

= Provided $475,000 in acquisition
and renovation financing

= Employment grew to 38 FTE from
the 9 FTE before expansion

= Owned and operated by 1,550
members, so profits will stay in
and be reinvested in this LIC

29 FTE

Total Project Costs

permanent jobs created

® REINVESTMENT
.. FUND



Sources & Uses

e o

Senior Loans (2 CDFlIs)
Subordinate CDFI Loan
Member Loans

Equity

Vender Support

Grant Funds

Grant — Gap at closing

Total

$950,000  42%
$150,000 7%
$300,000  13%
$479,027  21%
$36,000 2%
$80,000 3%

$245,000 11%

$2,240,027 100%

Uses

Building Acquisition
Building Improvements
Equipment

Soft Costs

Debt Service Reserve

Inventory

Post Opening Professional
Support

Contingency
Working Capital

Total

Amount
$619,500
$571,552
$290,150
$254,779
$92,000

$72,500

$20,000

$157,546
$162,000

$2,240,027

%
28%
26%
13%
11%
4%
3%
1%
7%
7%
100%

B
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REINVESTMENT
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Financing for a Start-up Coop

= Start-up cooperative renting 4,200
sq. ft. former bar to transform into
a store and café space in a low
income community

= Closed on $570,000 in
construction and mini perm loan
with a 50% participation from

local lender
Healthy fresh food
= Estimated to create 30 jobs ' &new jobs in over
100 neighborhoods
= Membership as of closing of 788 like mine.

with a goal of 1,000 member
households by opening

30 FTE $1.8MM

Total Project Costs

permanent jobs estimated

® REINVESTMENT
.. FUND



Sources & Uses

Senior Loan
Member Loans
Memberships
Grant Funds

Grant — Gap at closing

Total

$570,000 31%
$283,370 16%
$200,000 11%
$443,050 24%

$372,870 20%

$1,818,920 100%

Leasehold Improvements

Equipment
Soft Costs
Debt Service Reserve

Inventory

Consulting and
Professional Support

Contingency
Working Capital

Total

$699,000 38%

$290,000  16%
$284,000 16%
$38,020 2%
$118,000 6%
$171,000 9%
$98,900 5%
$120,000 7%

$1,818,920 100%

B
-
-
«*

REINVESTMENT
FUND



Andy Rachlin

Managing Director, Lending and Investments
Reinvestment Fund

215-574-5842
Andrew.Rachlin@Reinvestment.com

@ReinvestFund
Reinvestment.com

Donna Leuchten Nuccio

Director, Healthy Food Access
Reinvestment Fund

215-574-5881
Donna.Nuccio@Reinvestment.com

JRCL .

- -
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..... *

REINVESTMENT
FUND
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CAPITAL IMPACT

Capital Impact Partners
Building Inclusive Food Systems

Olivia M. Rebanal
orebanal@capitalimpact.org
Alison Powers
apowers@-capitalimpact.org
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CAPITAL IMPACT

OUR MISSION:
Through, capital and commitment, Capital Impact Partners helps people build communities of
opportunity that break barriers to success.

OUR VISION: <
A&fon of communities of opportunity built on a foundation of equity, mcl@%ness, and
v cooperation. J
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CAPITAL IMPACT

Over 30 years, we work to address systemic
poverty, build equitable communities, create
healthy communities and ensure inclusive growth

’ Delivering Social Impact Nationwide

s e . 0] 7] L

510 233k 83 14k 36k 213

HEALTH CENTERS STUDENTS HEALTHY FOOD ELDERS AFFORDABLE HOUSING ATIVE

retailers providing 1 million at 187 age-friendly units in 235
ple access nities

providing health care to in 225 high-quality
harter schools peo| s5 to fresh food community projects commul

maore than 2 million patients

WE HAVE DEPLOYED OVER $2 BILLION TO SERVE NEARLY 5 MILLION PEOPLE AND CREATE
MORE THAN 33,000 JOBS NATIONWIDE IN SECTORS CRITICAL TO VIBRANT COMMUNITIES.
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CAPITAL

IMPACT

m

(1)

ADDRESS
SYSTEMIC POVERTY

Effect systemic
change at scale
—from social
systems to
government
programs—so that
all people have
paths out of poverty.

o

CREATE
EQUITY

Support equitable
access to quality
services and
economic
opportunity

regardless of race,

ethnicity, gender,
or income.

BUILD HEALTHY
COMMUNITIES

Foster connections and
social supports that
strengthen the links

between health,
education, housing and
opportunity that help
people and communities
thrive together.

trateqgic Pillars

)

PROMOTE
INCLUSIVE GROWTH

Build diverse,
mixed-income
communities that
promote economic
mobility and empower
individuals to
break the barriers

D SUCCess.
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COMMUNITY WEALTH BUILDING:�The food economy creates opportunities for local business ownership throughout the supply chain – including local cooperative ownership.  

COMMUNITY ENGAGEMENT:�Inclusive food systems engages and empowers those that have been disproportionately negatively impacted by lack of access to healthy food or historically excluded by the production, distribution, or sale of healthy food.

CROSS-SECTORAL LINKAGES:
Nonprofit organizations and community anchors (e.g. schools, health clinics, senior centers) are food distribution sites and can be ways to provide nutrition education and to increase access and opportunity.
 
IMPROVED COMMUNITY HEALTH:
Increased consumption of healthy food leads to decreases in preventable nutrition-related diseases. 

JOB CREATION:�Entry-level job opportunities in the food economy can be more accessible low-income individuals.  Many food systems jobs have an approachable career pathway with low barriers to entry, thus promoting economic mobility. 
 


|

CAPITAL IMPACT

Our Inclusive Food Systems Work

DELIVERING HEALTHY FOOD IMPACT TO UNDERSERVED COMMUNITIES NATIONWIDE

$150 [ 83 = 1MILL|0N+

MILLION+ Retailers Customersii

“MICHIGAN
Geoon FOOD
FUND

o

Healthy Food. Closer To Home.



CAPITAL IMPACT

Cooperative Specific Strategy

SUPPORTING THE COOPERATIVE MOVEMENT NATIONWIDE

$283 E,213 867,000

MILLION+ Business Customers #i#

» Quality jobs: living wages, benefits, job training, career
ladders

Jobs with low barrier to entry

Catalyst for community development activities

Build community wealth and assets

Increase healthy food access in low income urban and
rural communities and communities of color

<
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CAPITAL IMPACT

Cooperative Specific Activity

Annual Co-op Innovation Award since
2015
» Seed grants and TA in low-income
urban communities through Food
Co-op Initiative (FCI)
Technical Assistance
 Michigan Good Food Fund
* National Co-op Grocers Fund

Irnchetiil fowasiors, chovovs S covelninle @ aorefondalis,

Cooperative Lender Working Group cantribution of $250.00 o the campaign. Churches,
X i Masques, Busivesses, and crganications can ivest 500,00,
* Build the ecosystem with focus on Payimenits can be mad (1 nstalimants INrughout ihe yer.

lending and TA
Intersection of food and worker co-ops
« Allows benefits to flow to owners
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TA – MGFF & NCG – TA is integrated with NCG or MGFF, informed our decision making
FCI innovation award – fuels growth of coops in low-income urban communities – this is a solution to the barrier of starting coops in LICs
Cooperative Lender Working Group – (6 core members) we elevate these issues, work within the coop ecosystem to be complimentary and collaborative
Intersection of food co-ops and worker co-ops



CAPITAL IMPACT

Cooperative Transaction Examples
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Mandela Food Cooperative

First Alternative Co-op
Co+Opportunity Market and Deli
Wheatsville Co-op
North Flint Food Co-op

First Alternative
NATURAL FOODS CO-OP
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Financing Food
Co-ops to Advance Regional Food Systems

Steve Cooke, General Manager
Friendly City Food Co-op, Harrisonburg, VA




8 OF OUR 16 VARIETIES OF LOCAL VIRGINIA APPLES CURRENTLY IN STOCK
Our goal is 30% local products, and have been averaging 20% annually with seasonal fluctuations since we opened just over 6 years ago.




Expansion Details

* Co-op opened inJune of 2011

* 2000 square feet opening up next door

* Last fiscal year annual sales $4.25 million

* Current retail s.f. = 4 600, Total space = 8,000

* Possible additions include:

Shared use commercial kitchen for local farmers/producers to convert excess produce
into value added jams, sauces, pickles.

Mini food hub — 15’ x 30" old walk-in on loading dock could be converted to operating
cooler for cross-docking local produce to area restaurants and markets.

Online ordering/delivery/meal kits program

* Co-op needs more walk-in cooler/freezer space, larger meat/seafood case to
expand available local options, ...




Friendly City finances

* Profitable in years 5 and 6 of operation

* Around S1 million on balance sheet

* 25 days of cash on hand

* Strong margins

* Below average labor costs

* Nearly double digit sales growth

* Experienced leadership team and board

* GM with over 20 years managing food co-ops
* Large, and growing market area




Can we all co-sign the loan agreement?

(full disclosure: this is clip art and not an actual photo
of our 1800 + owners)




Friendly City Food Co-op,
Harrisonburg, VA

www.friendlycity.coop
@friendlycity



http://www.friendlycity.coop/

Panel Q&A

(@ NCBRA CL USA ®

Nationa one CLU rnational

YEARS OF COOPERATION




Audience Discussion

\1 ARS 03 coo[E ration | 1he National Cooperative Business Association » CLUSA International




Thank You!

Doug O’Brien Andrew Dumont Jim Barham

EVP Programs, Sr. Community Development Analyst,  Agricultural ECconomist,

NCBA CLUSA Federal Reserve Board U.S. Department of Agriculture
dobrien@ncba.coop andrew.m.dumont@frb.gov James.Barham@wdc.usda.gov

Olivia Rebanal Steve Cooke Andy Rachlin

Director of Loan Programes, General Manager, Managing Director, Lending & Investment
Capital Impact Partners Friendly City Food Cooperative The Reinvestment Fund
dobrien@ncba.coop steve@friendlycity.coop Andrew.Rachlin@reinvestment.com

Alison Powers

Program Officer,

Capital Impact Partners
apowers@capitalimpact.org

(@O NCBA CLUSA

YEARS OF cooPERaTION | [NE National CcC
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