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Fund helps businesses
make things happen

@® Outstate small-business owners often can’t get sufficient loans, but the
Minnesota Community Capital Fund hopes to make up the difference.

By THOMAS LEE

When Michelle Finholdt needed money
to relocate her child-care business in Red
Wing, she turned to the local Wells Fargo
Bank.

The bank, however, could offer only
about half the $600,000 to $700,000 that
Finholdt needed to open a new Under the
Rainbow Child Care Center. She eventu-
ally found three other lenders to make up
the difference.

“To get all [the loans] together was dif-
ficult,” Finholdt said. The lenders had “all
given the maximum of what they could
lend out. I would have preferred to have
just one loan. But I definitely needed all
four sources to make ends meet.”

For Finholdt and other small-business
owners who live in outstate communities,
borrowing money can be a tricky affair.
Banks in small towns have only so much
money to lend, which means small-busi-
ness owners often must look elsewhere
for financing.

That’s where the Minnesota
Community Capital Fund steps in.
Founded in 2003 by the Northland
Institute, a Minnetonka-based nonprofit
that focuses on rural economic develop-
ment, the $3.3 million fund provides addi-
tional loans to outstate businesses unable
to get enough financing from local lenders
such as banks.

For instance, the fund loaned Finholdt
$64,000, a small amount compared with
the $330,000 she received from Wells
Fargo but enough for Finholdt to get her
business up and running.

What’s novel about the funds is how
they obtain capital and distribute loans,
said Scott Martin, president of the
Northland Institute.

The funds pool
together economic

Using public money for economic
development can sometimes be politically
perilous, but the funds “seem to be care-
fully structured and managed,” said Lee
Munnich, director of the state and local
policy program at the University of
Minnesota’s Humphrey Institute of Public
Affairs.

So far, the Minnesota Community
Capital Fund has made about 42 loans
worth $10 million to hospitals, car wash-
es, fitness centers and other businesses.
The fund has been so popular and suc-
cessful that the Northland Institute
launched the Twin Cities Community
Capital Fund to assist
businesses and smaller

“WHEN WE MAKE A ueines
development money cities in the seven-
from cities, founda- LOAN, WE NEVER HAVE county metropolitan
tions and civic organi- area. The $2.4 million
zations. A small busi- TO WORRY ABOUT Twin Cities Capital
ness can get a loan that Fund is reviewing its
is up to 10 times the RUNNING OUT OF first loan applications.
amount its correspon- “When we make a
ding community put MONEY. NOW EVEN THE loan, we never have to
into the fund. worry about running
For instance, if SMALLEST COMMUNITY out of money,” Martin
Moose Lake con- said. “Now even the
tributed $25,000 to the IN MINNESOTA HAS smallest community in
fund, then a small KCCESS TO NATIONAL Minnesota has access
business in Moose to national capital mar-
Lake could be eligible CAPITAL MARKETS.” kets.”

for a $250,000 loan.

“These towns had
some money, mostly
little pots of revolving
loan funds, but they
didn’t really have
enough money to make a difference,”
Martin said, and some lack the necessary
skills and resources to make sound loans.

Northland sells the loans to
Minneapolis-based Community Reinvest-
ment Fund USA, which in turn resells the
loans on the secondary market to institu-
tional investors such as pension funds.
Although Northland administers the
loans, the funds ultimately are controlled
by a board of directors made up of the
contributors to the pool.

SCOTT MARTIN

president of the Northland Institute,
a nonprofit that focuses on rural
economic development

Martin said the funds
also help banks by
helping them manage
their risk. Often a bank
would be reluctant to
loan money to a small
business unless it had a lending partner,
he said.

“Banks that are unprepared or unwill-
ing to make a loan commitment of this
amount will ask us, ‘Will you come in and
fill the gap?’” Martin said. “We are not
here to compete or replace bank lending.
We are here to complement it.”

Copyright 2005 Star Tribune. Republished with
permission of Star Tribune, Minneapolis-St. Paul.
No further republication or redistribution is permitted
without the written consent of Star Tribune.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


