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 INFORMATION FOR PROSPECTIVE LENDERS: 
 MEMBER-OWNER LOAN PROGRAM 
 
 Summary 
 
 Gardiner Food Co-op (herein "the Co-op") is seeking loans from its member-
owners as an important part of supporting the retail food store during the Co-op’s 
startup phase of operation.  The loans will have available terms and annual interest 
rates of 5 years at zero to 1%, 7 years at zero to 1.25%, and 9 years at zero to 1.5%.  A 
lender may choose among these options, with limitations as to the total of loans within 
each category.  Interest will be compounded annually and paid at the maturity of the 
loan.  Loans will be given a secured interest in the Co-op's assets.  To assure that the 
secured interest is fairly allocated to all lenders the Co-op will empower a trustee to act 
for the benefit of all lenders in regard to the collateral for the loans.  Member-owner 
loans and their secured interest will, however, be subordinated to loans from banks and 
other lending institutions.  Member-owner loans involve significant risks of loss and 
should be considered only by persons who can afford to assume such risks.  This loan 
program is intended as an opportunity to enhance the availability of local & sustainable 
consumer goods and services through financial support of the proposed retail food 
store, not as an investment opportunity. 
 
 The Co-op 
 
 The Co-op originated as a project of Kennebec Local Food Initiative ("KLFI"), a 
nonprofit organization enhancing the local food economy in the greater Gardiner area 
since 2011.  KLFI began an Online Marketplace in early 2012 as a bridge to 
establishing a permanent storefront, the organization’s goal since formation.  In early 
2013 the KLFI Board voted to structure the storefront as a cooperative.  This is the 
culminating project of KLFI. The Co-op opened the retail storefront on May 31, 2015. 
 The Co-op was incorporated under the laws of the State of Maine in March of 
2014 as a consumer cooperative association.  The Co-op is thereby organized and 
required to be operated exclusively on a cooperative and nonprofit basis. 
 The Co-op has accordingly assumed the obligation to be operated in accordance 
with the cooperative principles adopted by the 1995 General Assembly of the 
International Co-operative Alliance.  In brief these principles include: (i) voluntary and 
open membership; (ii) democratic member control; (iii) member economic participation; 
(iv) autonomy and independence of the cooperative; (v) providing education, training and 



information; (vi) cooperation with other cooperatives; and (vii) concern for community. 
 The Co-op is owned and democratically governed by its member-owners.  Its 
capital needs are provided by its member-owners.  The bylaws of the Co-op will require 
that realized net earnings arising from business with member-owners be allocated and 
distributed among member-owners in proportion to their patronage of the Co-op and in 
such manner and at such time as to constitute patronage dividends within the meaning 
of federal income tax law. 
 The mission of the Co-op is to strengthen the edible economy in the greater 
Gardiner area by supporting a food system that values the well-being of people, the 
planet, and the local economy and to provide a vibrant community space in which to 
meet, share and learn. 
 The Co-op currently has 500 member-owners and counting.  Its goal was to have 
a total of 360 member-owners before the storefront opens, which was reached and 
exceeded two months prior to opening.  The Co-op’s corporate status is in good 
standing. 
  
 Budget & Projections 
 
 The following is the Co-op’s projected profit and loss for the first five years of 
operation.  
 
      Year 1       Year 2        Year 3        Year 4         Year 5 
                        -----------    ------------     -----------      -----------      ----------- 
   Sales                      412,000*     480,000      576,000      662,000      762,000 
   Cost goods sold     319,500     312,000      369,000     417,500      480,000 
               -----------     -----------    ------------      -----------      ----------- 
   Gross profit             92,500     168,000      207,000       244,500     282,000 
   Operating exp.        249,500     222,700      223,700       251,700     284,100 
      -----------    -----------      -----------     ------------     ----------- 
   Net oper. income   <157,000>   <54,700>   <16,700>   <7,200>       <2,100> 
   Grant income            115,000         5,000           
         -----------    -----------      -----------       -----------     ----------- 
   Net income             <42,000>   <49,700>   <16,700>   <7,200>        <2,100> 
   Cashflow      12,573    1,590        9,713      28,879    34,485 
   
*Year 1 is projected based on the financial information complete for nine months of the current fiscal year 
(Q1-Q3). Original business plan projections were for $400,000 so we are right on target with growing 
monthly sales.  
 
 Clearly, this project has been a substantial undertaking.  The following is a 
summary of the received and expected sources of funding and financing. Note that this 
does not include merchandise sales. 
 
   Sources of funds: 
   Member-owner shares           $     51,100 
   Current Member-owner loans            14,500 
   Loan - Coop. Fund of New England           75,000 



   Loan - Kiva Zip                 5,000 
   CDBG grant                                                         90,000 
   Heart&Soul                      5,000 
   Grassroots fund                                                  1,500 
   Bikemaine                                                             3,000 
   Gardiner Growth Initiative                            5,000 
   Robinson fund                                                  7,500 
   KLFI                                                                        1,000 
   State Farm Grant         25,000 
   USDA refrigeration grant        53,955 
   No Small Potatoes matching loan      10,000  
         ------------- 
      Total                              $   347,555 
 
   Uses of funds, expected and already incurred this fiscal year to date: 
  
  Fundraising and promotional expenses        $        5,000 
   Renovations                        90,000 
   Equipment                                50,000 
   Inventory                              45,000 
   Staffing                    34,600 
   Professional & legal fees           6,500 
   Permits and fees            1 500  
   Liquidity for first year's expenses           50,500 
   Incorporation               500 
   Upgrading to energy efficient refrigeration      63,955 
         ------------- 
      Total                               $   347,555 
 
 To obtain loans from outside parties the Co-op must be able to demonstrate a 
sufficiently high member-owner financial commitment expressed through share 
purchases by and loans from member-owners.  We wish to obtain as much equity and 
debt financing as possible from member-owners in order to reduce or eliminate funds 
needed from outside parties. 
  

Terms of Loans 
 
 This loan program is directed only to persons who are member-owners in good 
standing of the Co-op and whose principal residence is in the State of Maine, and loans 
will be accepted only from such persons.  The minimum loan amount is $500.  There is 
no maximum loan amount.   
 Loans will bear interest at an annual rate of zero to 1% for a 5-year term, zero to 
1.25% for a 7-year term, and zero to 1.5% for a 9-year term.  Within these categories, 
the rate of interest and term of loan may be selected by the lender, except that, in order 
to assure that repayment times for the Co-op are reasonably spread out, the amount of 
loans in each category will be limited to approximately one-third of all loans.  Availability 



of loans within each category will be on a first-come-first-served basis. 
 Interest will be accrued annually and added to principal upon which interest is 
calculated for the next year.  Interest will be paid upon maturity of the loan.  Unless a 
zero interest rate is chosen, lenders will be required to sign a Form W-9 that certifies to 
the lender's social security number or other taxpayer identification number and that 
back-up withholding does not apply.  This is necessary for the Co-op to comply with its 
obligation to issue a Form 1099-INT if the interest paid upon maturity is $10 or more. 
 Member-owner loans will be made subordinate to indebtedness to banks and 
other lending institutions incurred by the Co-op both now and in the future (referred to 
as "senior indebtedness").  This is necessary in order to not impede the ability of the 
Co-op to obtain other needed loans.  Being subordinated would also make member-
owner loans subject to the prior payment of principal and interest on senior 
indebtedness which might result in the necessity to delay the stated maturity date of 
member-owner loans.  Lenders must be willing to agree to their loans being so 
subordinated. 
 Member-owner loans will be provided a security interest in property owned by the 
Co-op, including equipment, furniture, fixtures, inventory, supplies, contract rights and 
general intangibles.  This means that, in the event of a default by the Co-op, such 
property will be available to be liquidated and applied to payment of owner loans on a 
priority basis over general creditors of the Co-op.  But, as with principal and interest on 
owner loans, this security interest will be subordinated to the security interests of senior 
indebtedness.  This would mean that the Co-op property serving as collateral would first 
be applied to cover the secured interests of such institutional lenders, and that only the 
remainder, if any, would be available to cover the secured interest of member-owner 
loans. 
  Proceeds of member-owner loans will be used exclusively for the start-up project.  
Proceeds will be put into a separate bank account pending receipt by the Co-op of 
funding sufficient to permit the project to proceed.  In the event the Co-op is unable to 
go forward with the project for any reason, proceeds will be returned to lenders with a 
pro rata share of all interest accumulated on proceeds during the period that they were 
held by the Co-op. 
  Promissory notes may not be transferred or assigned.  Upon request of the 
lender, the Co-op may redeem a note before its stated due date, but there can be no 
assurance that the Co-op will be willing and able to do so.  The Co-op intends to 
distribute annually to all lenders an annual report, including year-end financial 
statements.  In addition, the Co-op intends to distribute interim quarterly financial 
statement as they may become available if requested by the lender. 
 The intent of this loan program is to provide the opportunity for member-owners 
to support the Co-op's effort to establish a retail food store and thereby enhance the 
availability of consumer goods and services.  It is not intended, and should not be 
construed, as an investment opportunity. 
 
 Collateral trust arrangement 
 
 To assure fairness in allocating the secured interest of lenders, the Co-op will 
secure a trustee to receive and hold the secured interest in a fiduciary capacity for the 



benefit of all lenders under this member-owner loan program.  This serves to assure 
that all lenders will have an interest in the collateral proportional to their outstanding 
loan balance irrespective of the order in which their loans were made.  This 
arrangement will be formalized in a collateral trust agreement executed by the Co-op 
and the trustee.  Under this agreement the trustee, in addition to holding the secured 
interest of lenders, will be empowered to generally oversee the Co-op's compliance with 
its obligations in regard to collateral, to communicate to lenders matters of importance 
to their interests that may come to his or her attention, to call and conduct meetings of 
lenders as the need may arise, and in the event of a default to enforce the secured 
interests of lenders.  Granting the secured interest to a trustee necessarily precludes 
lenders from individually exercising rights related to their secured interest, but does not 
preclude individual action as to other rights accruing to lenders. 
 
 Risk factors and suitability standards 
 
 A loan to the Co-op is subject to significant risks which should be carefully 
considered by any potential lender.  While the Co-op has listed all the risk factors of 
which it is aware, there may be other unrecognized risks which are equally or more 
significant than those listed. 
 The Co-op is subject to general economic and business conditions both 
nationally and regionally.  Such risks are of particular concern during deteriorating 
economic conditions, especially with uncertain prospects for recovery.  The Co-op is 
also subject to risks inherent in the nature of its proposed business operations.  
Prominently included among such risks are the highly competitive conditions within the 
retail foods sector, the volatility and unpredictable character of the retail foods sector in 
general and the natural foods sector in particular, the Co-op's reliance upon a limited 
number of key personnel having no continuing employment obligations, and an 
uncertain ability of the Co-op to meet its cash obligations as they become due.   Many 
of these risks are beyond the control of the Co-op's management.  The likelihood of the 
Co-op being successful must be considered in the light of difficulties, complications, 
delays and unforeseen circumstances encountered in a project of this character. 
 There are also risks inherent in the member-owner loan program.  Prominently 
included among such risks are that member-owner loans and their secured interests are 
subordinated to the loans of institutional lenders, that the Co-op is not obligated to 
maintain a sinking fund to redeem member-owner loans, and that lenders cannot 
convert their loans into cash by selling their promissory notes. 
 In view of these risks, making a loan to the Co-op may be a suitable option for, 
and should only be considered by, those persons who understand the nature of the 
risks involved and have adequate financial means to assume those risks, forgo liquidity 
of the funds lent to the Co-op, and possibly sustain a loss of those funds. 
 These suitability standards represent only minimum standards.  Prospective 
lenders are encouraged to consult their own legal counsel, tax consultant, accountant, 
or other advisers to determine whether making a loan to the Co-op would be 
appropriate for their circumstances. 
 
 Obtaining additional information 



 
 Any prospective lender having any questions or wishing to review the Co-op's 
records and reports should contact the one of the persons listed in the subsequent 
section.  Materials that will be made available to prospective lenders include the Co-op's 
articles of incorporation, proposed bylaws or interim rules, financial projections, 
business planning materials, brief resumes of current directors, and the collateral trust 
agreement. 
 
 Making a loan 
 
 If you wish to receive further information or to discuss arrangements for making a 
loan to the Co-op please contact Garrison Beck, Chair, at garrison.l.beck@gmail.com, 
Véronique Vendette, Development Committee, at 207-485-0175, or Shawn Menard, 
General Manager, at info@gardinerfood.coop. To make a loan to the Co-op under this 
member-owner loan program you must fill out and sign the Subscription Agreement 
attached hereto.  You may deliver the subscription agreement to the Co-op by mail or 
delivery in person to either of the above-listed persons. 
 The Co-op retains the right to decline a proposed loan if it believes that the 
lender does not meet the suitability standards stated above.  This loan program will 
remain open only for a limited period of time not yet established by the Co-op or until 
member-owner loans are fully subscribed.  No agent of the Co-op is authorized to make 
any representations contrary to the representations herein. 
 Member-owners who support the Co-op by participating in this loan program will 
be playing a vital role in helping to assure a viable and strong food co-op in the Gardiner 
area in the coming years.  We thank you for supporting the Co-op by maintaining your 
member-owner status and for considering making a loan to support the Co-op's 
storefront development project. 
 
Encl.: Subscription agreement 


