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SFN 
Santa Fe Network 

Real. Different. Stories. 
 

7/6/17 

To: The City of Santa Fe EDAC and other relevant committees:  

Re: On the Santa Fe Network Business Plan.  

Thank you for taking the time to consider the merits of the Santa Fe Network.   

First, to set context, the overall direct spending of the film industry in the greater Santa Fe area 
has grown from approximately $70 million in 2015 to over $125 million in 2016, a nearly 80% 
increase.  2017 looks on track to repeat the stellar 2016 numbers, with tremendous potential 
for greater growth into the future.  Using an economic multiplier of 3X, this represents a $375 
million annual economic impact on our local economy.  Clearly, Santa Fe should seriously 
consider nurturing, sustaining, and growing this key industry. 

All film spending does not equally support the development of a sustainably strong local 
economy.  When, for instance, a Hollywood film relying on outside above and below the line 
talent shoots in Santa Fe, it benefits our economy:  Filling hotel rooms and restaurants, creating 
GRT income and some local jobs.  However, when a local writer teams up with a local producer, 
director, actors, etc., and hires primarily local below the line crew, the economic impact is much 
stronger.  And, while outside-originated films might re-locate to other cities in the future, 
locally-based, locally-sourced films are more likely to reliably create jobs here year after year. 

The all-volunteer Santa Fe Film and Digital Media Commission, composed of local experts in the 
film industry, takes its mandate seriously.  We have analyzed the strengths and weaknesses of 
the local industry, our assets and liabilities, and created working groups on sub-issues such as 
film finance, pathways into the industry, and distribution.  With an unlimited budget, we could 
increase tax incentives, build more studio space and post-production facilities, and create 
training and mentorship programs to incubate local film projects.  But we understand that our 
challenge is to support and grow the local industry without expending a great amount of 
taxpayer funds.  The Santa Fe Network is our attempt to answer this challenge. 

Incorporated as a non-profit with a board composed entirely of Santa Fe Film and Digital Media 
Commissioners, the Santa Fe Network (SFN) has created a web-based showcase for local 
creators of compelling media that reflects the extraordinary cultural, artistic and intellectual 
resources of Santa Fe.  Partnering with local creative assets including Meow Wolf, George R.R. 
Martin, the Santa Fe Opera, the Santa Fe Institute, IAIA and SFCC, the International Folk Art 
Market, Descartes Labs and others, SFN aims to market our existing strengths, to serve as a 



well-spring of innovative and original media production, to foster the expression of new voices, 
and to support this great economic engine for Santa Fe.  

Below, you will find a budget for SFN’s first two years.  This budget, compiled with the benefit 
of the more than 100 years of film and non-profit budgeting experience of the board and staff, 
represents our plan to turn SFN into a self-sustaining entity within approximately 24 months.  
Clearly, the most important budgetary task is to keep expenses down, relying heavily on the 
voluntarily contributed expertise of our board and the greater Santa Fe creative community.  
Still, we will need some public funding to prime the pump of this operation for the next two 
years. 

In terms of the path to revenue-based self-sustainability for SFN, we’d like to highlight a few 
columns.  Under Production Revenue for branded content, for example, note that we intend to 
charge a below industry standard 10%, which we forecast as bringing in $35,000 over two 
years.  Frankly, one single modest $500,000 project over the next two years would exceed that 
revenue.  But since these productions are not yet green-lighted, we tried to err on the side of 
conservatism in the predictions.  Similarly, we forecast $27,500 in subscription revenue, which 
could include direct subscriptions to SFN by also taking an industry standard cut of shared 
subscription revenue.  A single hit episode would dwarf that income, but since we have no hits 
yet, we use only modest numbers.  Also note that we include no advertising income, assuming 
those numbers will not become meaningful until year three.   

In creating this budget, we contacted the film offices of other film centric cities to see if any 
others had developed similar city or region-based media networks.  We soon realized that none 
have, and that, true to our inspiring heritage, Santa Fe is pioneering this concept.  This is partly 
because some of the technologies underlying our website have only very recently become 
publicly available.  And partly because no one else has thought of employing such an innovative 
and unique approach.  As-- and if-- other cities copy our concept, we intend to keep innovating, 
taking advantage of the tremendous talent and generosity of the Santa Fe film community.  We 
aim to bring “Real. Different. Stories.” from the City Different to the wider world, and to do so 
on a tight budget.   

Respectfully, 

The SFN Officers and Board 

 

 

 

 



SFN BUSINESS MODEL (2 YEARS) 

 

The following represents our best estimates for business costs and revenues for two years as 
we evolve to a self-funding model.  This includes anticipated site visits (viewers) as well as jobs 
created for residents both above and below the line (creative talent and crews). 

 

 

 

 
 
 
 
 
 
 



SFN BUDGET (2 YEARS) 
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Cooperative Financing Platform 
An “On Ramp” for Small Business Financing in Santa Fe 

 

 
Background:  The financing market (at all levels), particularly for deals under $1 million is 
fragmented and, in general, non-cooperative.   Despite the shortage of capital, the small business 
sector of the economy represents 90% of U.S. businesses (employing fewer than 20 employees per 
the 2012 US Census) and these businesses represent over 50% of GDP.  New Mexico has higher 
percentages of small businesses given the lack of large private sector employers (excluding public 
sector employers).    There have been many attempts to ameliorate the declining appetite for 
commercial loans under $1 million.  These “fixes” have had some degree of success.  Unfortunately, 
the fixes have also led to confusion in the market with companies finding it harder and harder to 
find the “right size” for their business.  While this analysis is not designed to provide an over-view of 
the history of small business finance, it is useful to contemplate the history of changes in finance 
over the past century (see Appendix A).  Most of these changes have been oriented toward 
providing better access to capital for smaller businesses.   
 
The City of Santa Fe has a direct interest in supporting its economic development engine - - largely 
smaller, entrepreneurial businesses.  Often over-looked is the financial sector itself in Santa Fe.  
These market participants have endured a rough decade as Dodd-Frank regulations, consolidations, 
and the entrance of internet lenders have all taken their toll on business loan volume – small 
business in particular.1  A crisp review of the impact that regulations have had on small business 
lending (see Appendix B) cites that the liquidity requirements alone, ”reduce overall bank lending by 
3 percent to 5 percent, and increase interest rates by 15 to 30 basis points.”  A more comprehensive 
review of Santa Fe lenders is found in Appendix C.  This notes that small business loans under $1 
million from Santa Fe lenders have decreased by 41% over the past 6 years, despite a 60% increase in 
over-all commercial lending.  The reasons for the brutal decline are varied and are not the primary 
purpose of this report, however, the need to bolster small business lending in Santa Fe (and New 
Mexico in general) is critical to the success of any economic development strategy which supports 
entrepreneurial, grow from within strategies – the most successful strategies cited by most 
economic development experts. 
 
This project is being done in parallel with another effort led by IN Santa Fe.  Members of this group 
hired Michael Schuman to identify specific import substitution opportunities.  More importantly, as 
he notes any cultivation of these opportunities, will require financing and expansion capital.    Also 
worth noting is that while the City has supported the work in this paper, and has offered a limited 
amount of ongoing support to help identify ways to implement the program, the basic finance 
business contemplated herein should be a private sector, self-directed initiative by the financing 
community itself.   
 
 

                     
1 This engagement began as a result of an FDIC Listening Session, wherein one Member of the group noted that one 
Santa Fe lender referred deals to OnDeck, a leading internet business lender with rates that typically range from 20-40% 
p.a. This led to the question, “Why can’t we refer local deals to local lenders – even competitors?” 



Current Financial Market Participants in Santa Fe  
(primarily debt) 

 
 
 
 
Other Supporting Institutions:  Incubators, SBDC, SCORE, etc. 
Equity Investors:  Angel, Venture, Impact, private placements, crowdsourcing, etc. 
 
 
Throughout the country (and in Santa Fe) there have been numerous attempts to provide business 
skills support to small business.  These support systems are both national (e.g., SBDC, SCORE) and 
local (BizMix, Santa Fe Business Incubator, Venture Acceleration Fund, et al).  IN Santa Fe has been 
cataloguing the services and capacity of these organizations, which will be of great value to further 
work.  Also angel and venture capital investors often provide missing managerial talent to a 
company in which they are investing.  In general these efforts are intentionally comprehensive (and 
should be).  They are focused on making sure that the small business has all of the tools necessary 
for success.  Notwithstanding these resources, the financial industry representatives complain that a 
significant portion of small business owners arrive at their doorstep without the necessary credit 
documentation and/or business plan.  This creates a needless circuit of “turning down” a borrower, 
when the primary deficiency may be “organizing” and orienting the petition.  The borrower then 
anecdotally makes the “rounds,” going sequentially from institution to institution.  If they are lucky 
they find a credit officer with enough time and patience to orient the borrower and help assemble 
all of the necessary documents.  In the meantime both financier and business manager have wasted 
many hours of otherwise productive time. 
 
Despite these complaints, in fact smaller funding (e.g., loans under $100,000) often get referred to 
The Loan Fund, Accion, and Weest (Community Development Financial Institutions – “CDFIs”).  The 
referrals seem to be directed on an ad hoc basis, however, the relationships are established and 
probably work well, if not efficiently.  The credit union Nusenda appears to be picking up much of 
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the “slack” in the small business loan market (see Appendix C), although they are specifically 
focused on real estate secured business loans, and more recently a type of cooperative lending, 
whereby intermediary credit helps vouch for smaller start up businesses, most notably in the 
agricultural sector with Montanita Coop.  (N.B. the program apparently is expanding with other 
wholesalers who can essentially guarantee the debt of smaller suppliers.)  Nusenda is over the 
maximum level of commercial loans with an approved exception.  Guadalupe Credit Union is 
beginning to report commercial loans, and Del Norte Credit Union is studying the opportunity to 
expand business credit over a three year period.  These institutions entering the market should 
expand credit offerings, however, they also further complicate the “where do I go for credit” 
conundrum for the busy small business manager.  
 
There are broker/advisors in the market who are helping small businesses access the market, 
although they report the same issue:  Spending large amounts of time (often uncompensated) on a 
deal that may not be successfully placed raises the cost significantly, especially for the smallest 
loans.  Notwithstanding the complaints, these advisors are also helping access the Collateral 
Shortfall funding available through NM Finance Authority, SBA 7a guarantees, as well as the Job 
Training Incentive Program (JTIP).  Other brokers2/lenders are finding factors (finance companies 
that buy a company’s receivables or inventory) and others (often outside our market area).  There is 
also increased conversation and actual funding being done under the Impact Investing category.  
These are typically non-typical financing entities (e.g. foundations, private investors) who are 
attempting to use their investment portfolios to leverage their grant making and/or personal giving 
objectives3.  Additionally some of the accelerators arrange small amounts of capital and pro bono 
services as part of their mission to help launch good entrepreneurial ideas.   Accelerator capital 
typically is provided PRIOR to a business being ready for a typical financing institution. 
 
Despite these laudable activities, there are several inherent problems in the financing search that 
are daunting to the smaller business.  Without trying to catalogue all of them, the following list 
catalogues the main issues: 
 

A. Confusion about the Market and who to go to (discussed above) 
B. Different Loan Applications (and sometimes basic requirements) 
C. Requests made which are not ready and/or do not have basic financing documents 
D. Difficulty of coordinating a financing structure that requires more than one type of 

financing 
 
With these main issues in mind, the following proposed approach attempts to create a regional 
financing climate that is easier for entrepreneurs and small businesses and also helps bolster the 
economic viability of the region’s finance sector.  This is particularly important as there is increased 
competition from online lenders. 
 

                     
2 Brokers are agents who arrange for a third-party to lend/invest, rather than investing through their own company. 
3 New Mexico Impact Investment Collaborative is a trial effort being sponsored in part by the Santa Fe Community 
Foundation (and others) in order to increase the capacity of foundations to make investments in community businesses 
and lending vehicles that promote objectives that are consistent with the missions of the foundations and impact 
investors. 



A New…Collaborative Approach to Small Business Financing – The “On Ramp” 
 

A cooperative commercial financing platform can be arranged on a “Membership” basis, whereby all 
of the interested parties in small business lending and support participate in a collaborative vehicle 
designed to provide a quick “on ramp” to any and all small businesses (credit needs of less than $1 
million).  A hired manager of the “On Ramp” quickly ascertains whether or not the 
entrepreneur/business owner is ready for financing requests.  Two primary outcomes are: 
 

Ready:  Develop a Terms Sheet which itemizes the desired financing, terms, and necessary 
checklist of typical lender due diligence items. (See Appendix D)  (TBD:  Are documents 
actually collected and scanned for ease in transfer?)  
 
Not Ready:  Applicant is referred to one of several business development organizations 
depending on fit, timing (some accelerators have “classes”), business profiles, and the 
Applicant’s preferences.   

 
Once the Applicant (also sometimes called Borrower, Entrepreneur, and Investee) is ready, the 
Terms Sheet is finalized and is made available to Members4 who have expressed an interest in the 
size, type of loan, business, etc.  These contacts may be done in a group or online, although it is 
important that the financiers have the opportunity to meet the Applicant, review the terms sheet, 
and in general determine the applicability.  During this process, it is hoped that one or more 
Members will “soft circle”5 the deal(s).  The manager of the “On Ramp” will make every attempt to 
meet the following Member criteria (To be determined by Members): 
 

(Preliminary idea) 
- Priority goes to a Member who has referred an Applicant to the “On Ramp” 
- Priority goes to a Member who already has a relationship with the Applicant (e.g., 

depository accounts, other loans, etc.) 
- Priority goes to a Member who has not received deals recently 

 
The soft circle does NOT imply a commitment to fund, but rather implies that the financier thinks 
that the deal is doable and will make best efforts to obtain underwriting.  It also implies that if for 
any reason the financier cannot obtain institutional funding, that there is an obligation to come back 
to Members and attempt to get the necessary missing pieces - - maybe with another Member or 
service. 
 
One other important element to the Membership review and soft circling of deals is avoiding any 
kind of “auction.”  Pricing cannot be a variable factor in order to avoid allegations of colluding on 
pricing.  Additionally the options outside the Santa Fe market are generally substantially higher than 

                     
4
 Members can be banks, credit unions, CDFIs, business support agencies, impact investors, brokers, and perhaps even 

government LEDA agents. 
5
 Typically circling a financial offering implies a high degree of confidence that the investment or loan will be made.  In 

this context, the “soft circle” does not imply a commitment to make the investment/loan, but rather a commitment to 
use best efforts to complete the transaction, recognizing that during due diligence and credit review, the deal may not 
be possible - - in that financial institution, or on the terms proposed.   



in-market pricing.  Further the “On Ramp” contemplates having both for-profit and non-profit 
lenders as Members.   The Terms Sheet will identify the desired rate structure, however, neither the 
Member, nor the Applicant is obligated to that rate, nor will that be the basis for underwriting.  If 
the Applicant does not agree to higher rates during due diligence (if that is proposed), s/he can 
return to the Membership, but with no intent of negotiating the pricing on the transaction. 
 
In an effort to convert the words above into a financial proforma, a single year “point in time” 
proforma is included in Appendix E.     For the more visually oriented, the following “picture” of the 
“On Ramp” looks a bit like the following: 

 
 
*The deal reverts to the Intake Review if it cannot be completed by Lender(s) making ‘circle,’ unless there is a 
fatal flaw.   
 

Reverting to the obstacles mentioned above, the “On Ramp” provides a template for further 
refinement and improvement. 
 

A. Confusion about which Funder to go to… 

The “On Ramp” is created by Members who want to improve the efficiency of finding and 
underwriting transactions (particularly new clients) in the Santa Fe region.  This is enlightened self-
interest, as it can lower the cost of looking for deals, and screening out deals that are not ready for 
financing.  Additionally, it helps the company by providing a “one stop shop” to help get oriented 
and prepared for the financing “ask.”  As part of the annual Membership fee, the Members get 
varying degrees of services, including potentially shared offices, marketing placement, and of course 
the right to review new financing opportunities.   

Small business owners often do not have the financial acumen necessary to know where to start.  
This eliminates part of that quandary without having to find the right CDFI, the right bank, or the 
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right business support group.  Whether SBA or USDA support is available, or whether crowd funding 
is appropriate adds another layer of complexity to the range of options.  Further to this conundrum 
now is the exciting addition of philanthropy capital in the form of impact investing.  While still small, 
arguably many of the newer companies in the market qualify as interesting impact investees.  
Perhaps that source of capital helps ‘bridge’ a smaller client into a CDFI, credit union, or bank. 

B. Common Application/Common Terms Sheet 
 
Early in the discussion with lenders it became apparent that each institutions had its own 
“application” and that largely it was dictated by procedures that are beyond the control of the 
lending offices in Santa Fe (even for smaller institutions).  Therefore despite the desire to lessen the 
paper work for a borrower, the next best approach seems to be to develop a Common Terms Sheet 
(Appendix D). 
 
The Terms Sheet has the advantage of being able to catalog the necessary documents for a formal 
loan application, including noting any missing or unavailable items.  It also allows the funders to 
quickly in two pages see if the company has a viable proposal which is worth taking through a full 
underwriting process.  The funder must determine whether the size, type of business, credit score, 
etc, fit the general funding parameters of the institution.  Any challenges in the credit can be noted 
(up front) so that a prior credit problem, or a collateral shortfall, are not surprises during 
underwriting.   
 

C. Requests without adequate Preparation or Documentation 

This in many ways is the “heart” of the “On Ramp”.  Lenders (and brokers, advisors) spend an 
inordinate amount of time preparing deals for underwriting, during what is usually referred to as 
“due diligence.”  Sometimes this requires a serious amount of earnest money.  Sometimes it just 
means months and months of exchanging documents.  If the “On Ramp” can cut the underwriting 
time of the financier by half and increase the number of good deals processed, the Membership fee 
pays for itself several times over.   More importantly, the “On Ramp” also provides a well advertised 
and knowledgeable way for the numerous business support systems in town to identify businesses 
appropriate to their services.6   

Perhaps the biggest advantage, however, is making sure that the budding/expanding entrepreneur 
is not discouraged too much by the time and effort it takes to find the right “fit.”   National studies 
suggest that searching for the right business support anchor AND the right financing partner takes 
months for each institutional contact.  That takes valuable time away from running the business.   

Perhaps even more to the point, many Applicants do not understand the basic differences between 
bootstrapping (“lean start up”), senior and junior debt, and the myriad of equity options.  Helping 
sift through the options and at least providing an initial trial balloon that is close to target can make 
the difference between the success and failure of a small business. 

                     
6 Grace Brill notes that the business support groups have difficulty ‘getting their message out to the most appropriate 
targets.   



D. Difficulty in Coordinating a Financial Structure that takes more than one type of financing 

This is perhaps the most difficult form of finance to address; however, the mere collaboration of 
lenders increases the likelihood that contacts and referrals will occur.  More importantly, this is 
where an experienced broker/advisor may be worth his/her weight in gold.  Imagine the meeting 
which considers a growing company with a retail presence.  Perhaps a “crowd funding” specialist 
offers to help obtain customer/brand conscience investors and/or preproduction sales.  Maybe a 
Direct Public Offering specialist identifies ways that a subordinated layer of capital could permit a 
senior lender from participating.7  The ability of a “deal” to draw together the right mix of players is 
much more likely to occur if the Applicant is in a place where there is a degree of “self-organizing” 
rather than attempting to intuit the relationships on their own. 

Other Considerations (Supply and Demand): 

Supply Side:  How many “deals” under $1 million would be expected to run through the “On Ramp” 
each year?  There would be NO obligation of Members to route deals through the “On Ramp”, 
although there may be an incentive for Members to do so.  Anecdotal evidence suggests that 50 
deals would not be an aggressive number to expect, although this needs vetting.  Santa Fe banks 
(excluding national banks) and credit unions had over 6500 loans under $1,000,000 on their books 
as of 3/31/20168.   Some of the lending is certainly outside of the Santa Fe area.  Some of these 
loans represent long standing relationships with customers.  That said, assuming that 3% of the 
loans are in Santa Fe and are new each year (200) provides an “On Ramp” more than enough to feel 
useful.   

Additionally, Members of the “On Ramp” need to be part of organizing the details of policy, staffing, 
and maintaining “On Ramp”.   There also may be benefits of Membership apropos to the 
Membership type, such as: 

- Periodic use of office space 
- Web and physical promotional material 
- Training offerings 

Management of the “On Ramp” could be developed by the Members, although several institutions 
have expressed interest in helping organize or manage the effort.  This needs to be confirmed and 
vetted. 

Demand Side:  On the demand side, the various incubators and business support groups may be the 
best measure of “demand” for early stage Applicants, but potentially misses the critical early growth 
companies which are probably the most ready for traditional capital sources.  Anecdotal support 
comes from many conversations and surveys in the community.  The City’s own survey 2015 
suggests that 34% of companies with only weak or fair access to capital had medium to high need 
for capital.   

                     
7
 An Alternative Lenders group is attempting to encourage informal contacts and referrals.  Some of the attendees of 

this group will be interested in “membership” in a more formal “On Ramp”.  The Alternative Lenders group is focused on 
Santa Fe and Albuquerque and is modeled after a similar group in Denver.   
8
 Data is from New Mexico Federal Reserve Call Reports and Credit Unions in Commercial Lending. 



One enticing opportunity may exist to co-locate with a Co-Working space being contemplated.   The 
“On Ramp” would potentially be a useful tenant, but the other tenants would also provide a 
potential ‘word-of-mouth” and water-cooler promotion of the “On Ramp”.   

Initially it is contemplated that the “On Ramp” will be located in Santa Fe, and serve the general 
region.  It must be noted, however, that the potential Members are typically more broadly based 
and if this is successful, it certainly could be expanded to Albuquerque or Las Cruces.  Members 
would presumably have to decide whether or not a separate “on ramps” are necessary, or if the 
same enterprise can accommodate the broader region. 

Advantages and Disadvantages 

There are various advantages associated with the structure for all of the parties, notwithstanding 
the fact that many business owners will continue to go directly to lenders with whom they have a 
relationship, and should.  The Applicants are given a quick “clearing house” of local financing 
options without the need to engage in a serial search for the “right” source.  If the Applicant is not 
ready for financing, they can be oriented quickly toward one or more of the business counseling 
services without using time and energy of a lender - - and without experiencing a “no” before they 
are ready.   

The advantages and disadvantages for the financiers are less apparent, but perhaps are even more 
important in terms of providing a more robust local lending environment. 

Advantages Disadvantages Comments 

Reduced sourcing/marketing 
costs 

 

Significant time and effort 
savings in finding “ready” small 
businesses 

Perception of an “auction” (see 
above) 

The pitches to the Members 
must result in a discussion 
regarding credit-worthiness, 
rather than pricing.  The pricing 
should be set by the Applicant 
based upon initial review. 

Access to more deals. 

Brokers could also provide a 
broader competitive market 
view – particularly if crowd 
funding becomes a more viable 
option. 

 

Perception of lost business an 
account holder chooses to seek 
financing through the “on 
ramp.”  (Preference for 
relationships may help.) 

A broker could even use the 
“on ramp” as a way of helping a 
client clear the market, perhaps 
at a reduced fee. 



Ability to quickly and efficiently 
transfer a potential borrower to 
a more likely financing source, 
when applicable (e.g., CDFI) 

Initial “circle” does not entail a 
commitment on the part of the 
financing party; however, it 
does imply an understanding of 
the criteria for underwriting 
and best efforts to make the 
deal work.  

If the financier cannot get the 
deal approved after due 
diligence (and assuming that 
due diligence did not turn up a 
deal breaker), they have an 
obligation to return to “On 
Ramp” and attempt to 
structure the financing with a 
more appropriate entity.   

Potential to use a common 
terms sheet with common 
checklist for  applications 

Does not (as currently devised) 
contemplate gathering 
documentation. 

Some degree of automating the 
documents necessary for 
underwriting has been 
suggested.   

Maintains “personal” touch and 
provides a meaningful 
competitive position relative to 
the internet sites 

  

 

Additional Considerations for Members: 

Q: Why include brokers in the Membership? 

A: Some Applicants will need financing resources that are more complex or that need to involve 
sources not present in the local markets, e.g., long term fixed rates (typically found with insurance 
companies), crowd funding support experts, tiered capital structure that might involve 2-4 lenders 
in differing priorities for repayment. 

Q: How does the “On Ramp” avoid being an “auction?” 

A: The initial terms sheet should specify a level of compensation (interest rate) that is consistent in 
the market.  If there is no interest in the loan at that rate, the borrower can raise the rate, but the 
Members are not allowed to “bargain” for the deals. 

Q: Can governmental entities participate? 

A: Access to the Collateral Shortfall program at NMFA and the Job Training Incentive Program (JTIP), 
as well as LEDA loans should be part of the mix.  It may be that the financing Members and advisors 
themselves recommend these tools.  Obviously the SBDC would also be a logical arm to recommend 
appropriate SBA guarantees.   

Additionally the City, County, and/or State could choose to provide enhancement credit or capital 
for difficult to serve areas of the economy - - through the “on ramp.”  This could be a conduit for 
LEDA capital or just a reservoir for pooled capital for special projects.   

 



Q:  Should angel and venture capital investors be Members? 

A:  Perhaps.  This needs to be discussed. At a minimum the assumption is that the newly forming 
New Mexico Impact Investment Collaboration (“NMIIC”) will find the “On Ramp” to be a useful 
source of deal flow. 

Q:  Should money center lenders be Members? 

A:  Perhaps.  However, market participants thus far have suggested that the money center banks are 
not actively participating in the small loan market.  Additionally, it is frequently pointed out that the 
profits from loans made by the money center banks are not staying in New Mexico.  Regardless of 
the outcome, IF the money center banks are able to address local business needs with local lending 
personnel (rather than a modified computer scoring FinTech product), it may be important to 
include them in the mix of Members. 

 

Organizational and Sustainability Considerations: 

A brief, single year proforma attempts to evaluate the minimum number of deals and members to 
make the On Ramp cash flow.  If the platform works for 35 to 40 credits, it should work even better 
for 70 to 100 deals per year.  Added staff may be necessary, but there are substantive gains in the 
efficacy of the platform as deal flow grows.  The initial proforma is found in Appendix E. 

Perhaps the bigger question is what the organizational structure should be.  Initially suggestions 
were made that it could be a new or expanded CDFI with the mandate to perform the collaborative 
functions described by the Members.  While this has the advantage of perhaps using an existing 
legal entity, it may not reflect the intent of the Members.  Perhaps a more descriptive and palatable 
format would be a cooperative.  In a cooperative each Member has a vote and capital contributions 
are “revolved.”  This provides an easy method of having a broad and diverse Membership base, 
while insuring that the “fees” contributed reflect the ongoing financial interests of the individual 
members.  Capital could revolve based upon a minimum liquidity base, with earliest capital receiving 
payouts after year five.  A simplified illustration of this concept is in Appendix F. 

In both of the financial appendices E and F, it is contemplated that most borrowers will pay some 
sort of fee to use the On Ramp.  This is currently set at $200 in the proforma, but should perhaps be 
varied depending upon the size of the transaction, with larger deals requiring a larger “I’m serious” 
payment.  If a deal is consummated, the fee can be credited against a small success fee, which helps 
relate better to size.  For the purposes of the proforma, a small fee of ¼% is contemplated.  This is 
significantly smaller than a typical ‘finders’ fee or brokerage fee, but it helps cover the expense base 
with more than just membership fees. 

Enhancements for Consideration 

Pooled Funds 
The Members could collect and pool funds from either their own capital or special deposit accounts.  
The pooled funds could be dedicated toward special, more difficult to finance sectors, such as, i) 
businesses with only one year of operating history, ii) smaller real estate secured financing, iii) 



impact investments that stress social impact over financial impact (e.g., preschools, small 
agriculture, etc.).   
 
Another method of accomplishing a “pool” of dedicated funds for impact might be through a Pooled 
Income Fund at the Santa Fe Community Foundation.  This could parallel the foundation’s own 
impact investments, but allow for a relatively easy way for Santa Fe citizens to contribute capital 
(but retain income) on funds dedicated to the pool.   
 
Regardless of the mechanism chosen, pooled funds and funds dedicated by one or more public 
entities have the potential to leverage more private capital from the community banks, credit 
unions, and CDFIs. 
 
Documentation “Packager” 
 
This is the area where there has been the widest range of opinions thus far.  Some entities think that 
the underwriter can most easily handle the necessary documentation directly from the applicant.  
Others have suggested that packaging and automating the standard documents would add 
significant value and would also facilitate the sharing and/or transfer of credit from one member to 
another.  Obviously security and confidentiality issues have to be taken into consideration; however, 
this may be an enhancement that the members can consider as experience is gained.   
 

Next Steps 

This documents the first two phases of a four phase engagement with the City of Santa Fe.  It 
actually accomplishes most of what was originally a deliverable for Phase III and IV.  It is expected 
that Phase III and IV will involve gathering the likely members and fleshing out the details, concerns, 
and methods of starting a pilot project.   Refinements should be made to the financial modeling and 
expected volumes.  Phases III and IV are expected to involve more active involvement of potential 
Members.   

Appendices 

A. History of Financing Enhancements attempting to help Small Businesses 
B. Article on Bank Regulatory Pressures reducing Commercial Lending 
C. Analysis of Santa Fe financial institution Call Reports 
D. Terms Sheet (preliminary) 
E. Minimum Loan Volume Proforma 
F. Illustrative Multi-year Proforma 
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A Short History of Financing Enhancements 
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Appendix B 

To Spur Small Business, First Free the Banks 
By HAL S. SCOTT     MAY 15, 2017 

 

Somewhere in the United States right now, an entrepreneur is having trouble getting a small-business loan for 
expansion. The reason? The bank is committed to keeping a large portion of its money in government debt instead. 

After the financial crisis, the government, in the form of the Federal Reserve, the Comptroller of the Currency and 
the Federal Deposit Insurance Corporation, imposed liquidity requirements that force American banks with assets over 
$50 billion to hold huge amounts of government debt as liquid assets.  Those assets represent $4.3 trillion in 
government debt, or about one-quarter of all American banking assets. They include $1.75 trillion in bank deposits 
(called excess reserves) held at the Fed, $1.5 trillion in mortgage-backed securities guaranteed by Fannie Mae and 
Freddie Mac (called government-sponsored-enterprise debt) and $560 billion in United States Treasuries. 

American banks are truly awash in government debt at five times pre-crisis levels. If President Trump wants to follow 
through on his promise to increase lending to small businesses, he should start by scaling back these requirements. 

Why do we have these rules? They are based on the idea that financial institutions need a cushion to protect them from 
runs on the bank. During a crisis, government debt can quickly be sold to meet withdrawals by panicking depositors and 
short-term creditors. 

But bank liquidity requirements come at a very high cost to the economy. Studies find that they reduce overall bank 
lending by 3 percent to 5 percent, and increase interest rates by 15 to 30 basis points. And indeed, small-business 
lending is down in the time since regulators imposed them.  Ultimately, according to a survey of studies by the 
Treasury’s Office of Financial Research, liquidity requirements reduce economic growth by as much as three percentage 
points. 

These liquidity requirements will continue to tie banks’ hands even if the Fed shrinks its balance sheet. When the Fed 
reduces its holdings of United States Treasuries and mortgage-backed debt, it must also reduce excess reserves that 
banks rely on to comply with liquidity requirements. As a result, American banks will have to buy more Treasuries and 
mortgage-backed debt and thus will not have increased spare capacity to lend privately to the small businesses and 
homeowners who need loans. 

http://topics.nytimes.com/top/reference/timestopics/organizations/f/federal_reserve_system/index.html?inline=nyt-org
http://topics.nytimes.com/top/reference/timestopics/organizations/f/federal_deposit_insurance_corp/index.html?inline=nyt-org


Considering that the cost of bank liquidity requirements is clearly so high, they should provide commensurate stability to 
the financial system. Unfortunately, there is good reason for skepticism on this front. 

First, liquidity requirements cannot reduce the risk of a panic outside the commercial banking sector, like the panic in 
2008 that included the otherwise solvent investment banks Goldman Sachs and Morgan Stanley, the affiliated broker-
dealers of large banks and money market funds. 

Second, bank stores of government assets, while large, are still finite. Therefore, while those assets may reduce banks’ 
need to hold a fire sale of harder-to-value assets, like small-business loans and mortgages, it does not eliminate the risk 
of a panic. Depositors and short-term creditors still have an incentive to run in a crisis. 

Worse still, bank liquidity requirements may worsen a crisis as banks are forced to hoard liquid assets and are thus 
unable to lend to one another. That’s the worst medicine: In a crisis, you want banks to lend to other institutions that 
need money. 

Several prominent conservative economists and I have recently called for the Federal Reserve to establish a framework 
for any Fed lending during a financial crisis. 

A key contributor to the crisis in 2008 was that the Fed was simply not prepared, and therefore the market had no 
confidence that any financial institutions would be protected. Rather than relying on costly and untested liquidity 
requirements, what we need is for the Fed to have a plan for how it would value and lend against private collateral, 
including small-business loans and home mortgages, held by solvent financial institutions. Solvency determinations 
during a fast-moving crisis are too difficult. The Fed must plan ahead to protect the financial system by making loans 
immediately to solvent banks based on their balance sheets and avoid lending to insolvent institutions, such as A.I.G. in 
2008. 

Liquidity requirements can’t save us from the next crisis, and they can make that crisis worse. In the meantime, all the 
money stockpiled in banks would be better spent invested in companies to spur economic growth. It’s time that small 
businesses across the country stopped paying for Wall Street’s mistakes. 

Hal S. Scott, the director of the Committee for Capital Markets Regulation, an industry-supported research group, teaches 
international finance at Harvard Law School. 

A version of this op-ed appears in print on May 15, 2017, on Page A19 of the New York edition with the headline: To Grow, First 
Free The Banks. 

http://www.nytimes.com/topic/company/goldman-sachs-group-inc?inline=nyt-org
http://www.nytimes.com/topic/company/american-international-group-inc?inline=nyt-org


Appendix C

Summary of Local Bank and Credit Union Call Reports

3/31/2011

Original Amt was: # of Loans Outstanding

Total 

Comm'l 

Industrial 

Loans % # of Loans Outstanding

Total 

Comm'l 

Industrial 

Loans %

# of 

Loans Outstanding

Total 

Comm'l 

Industrial 

Loans
Commercial Banks ($000s) ($000s) ($000s)

$100,000 or less 77                 1,106            162,474  1% 272 1,507                   129,761 1% 151 3,084                      17,332

$101,000 to $250,000 48                 4,438            3% 72 3,436                   3% 40 3,175                      

250,001 to $1 million 39                 11,227         7% 66 11,613                 9% 13 3,291                      

164               410 204

($000s) ($000s)

$100,000 or less 163               3,471            130,658  3% 175 3,233                   128,465 3% 198 4,759                      83,655

$101,000 to $250,000 83                 6,183            5% 82 6,565                   5% 63 6,066                      

250,001 to $1 million 79                 18,089         14% 75 16,375                 13% 80 21,509                   

325               332 341

($000s) ($000s)

$100,000 or less 688               13,146         191,800  7% 676 13,245                 164,407 8% 539 12,500                   105,623

$101,000 to $250,000 208               16,236         8% 212 15,589                 9% 136 10,970                   

250,001 to $1 million 165               35,603         19% 160 36,212                 22% 120 27,963                   

1,061           1048 795

($000s) ($000s)

$100,000 or less 399               5,211            73,446     7% 722 25,662                 91,486 28% 855 18,465                   141,615

$101,000 to $250,000 69                 6,348            9% 163 16,359                 18% 199 22,862                   

250,001 to $1 million 43                 8,591            12% 122 31,965                 35% 131 83,427                   

511               1007 1185

Summary of Commercial Banks % Decrease (Increase) Incr in ALL Loans

$100,000 or less 41% 22,934         558,378  60% -12% 43,647                 514,119       48% 38,808                   348,225       

$101,000 to $250,000 23% 33,205         3% 41,949                 43,073                   

250,001 to $1 million 46% 73,510         29% 96,165                 136,190                 

6 Year Decrease in SB Lending 41% 129,649       5 Year Decrease 17% 181,761               218,071                 

N.B. 6 Years ago over 63% of the outstanding loans were for less than $1,000,000.  This drops to 35% in March 2016 and 23% in March 2017.

Credit Unions

Total Comm'l Total Comm'l 

Nusenda Avg Size of Loan Loans Avg Size of Loan Loans

RE Secured Loans 362 833 301,551       81 529 42,817         

Total (Incl. Secured) 871 355 309,014       182 256 46,608         

SBA Loans 15 13,480                 na

Total Assets 1,749,194   

Comm'l Loans/Assets 18%

*Maximum  comm'l without exception granted 12.25%

Guadalupe for loans over $50,000

RE Secured Loans 30 2,415                   72,450          0

Total (Incl. Secured) 30 2,415                   72,450          0

SBA Loans 0 -                        0

Notes on Information:

1) Call Reports cover lending done throughout New Mexico.

2) Statistics are not dissimilar to trends found nationwide.

3) Los Alamos 2017 report appears to be adversely affected by regulations and recapitalization plans.  

4) New Mexico Bank & Trust and First National Bank of Santa Fe both were involved with acquisitions during the periods covered.  

3/31/2016

First National 

Bank of Santa Fe

Century Bank

New Mexico 

Bank & Trust

Los Alamos 

National Bank

3/31/2017

New data not found 
in comparable 
formats for 2017 for 
Credit Unions



 

Appendix D

Small Business Lending Cooperative "On Ramp" Terms Sheet and Information Review
Date:

Borrower:

Type of Entity:

Guarantor(s)*: Type of Entity:

Type of Entity:

Type of Entity:

*  Note if any of the guarantees are limited to less than the full amount of the request.

Brief Description of Business, Opportunity, and Financing Requirements:

Website:

Financing Request:

Amount:

Term:

Repayment Terms Proposed/Expected:

Interest Rate Proposed:

Fees:

Collateral

Reporting Rqmts.

Credit Conditions Needed (e.g., other lender/investor(s), collateral restrictions, credit score,etc.):



Underwriting Requirements (Check if it is readily available.  Note any discrepancies or insufficiencies below.)

Collateral Documentation

 Copy of Lease(s)

 Proof of Insurance

 Purchase and Sale Agreement(s)

 Legal Description and Valuation

 Title Policy (if a dwelling unit)

Business Information Documentation

 Last 3 yrs of Filed Tax Returns (signed) w/ all schedules

 Balance Sheet and Income Statement for last full Fiscal Year End 

      Signed?____ Accountant Prepared?______

 Year to Date Balance Sheet and Income Statement

      Signed?____ Accountant Prepared?______

 Inventory/Equipment Listing as of:____________

 Accounts Receivable Aging as of:___________

 Legal Formation Documents'

   (articles, bylaws, operating agreement, LLC agreement, Partnership Agreement)

 List of Shareholders or Partners (w/ percentage ownership)

 Business Plan (attach)

 Background History of Business (attach)

Guarantors and/or Signers (information needed on both):

 Last 3 years of filed tax returns with all schedules

 Personal Financial Statement (signed and certificed)

     (balance sheet, cash flow, contingent liabilities)

Comments and Pertinent Information for Underwriting (eg., red flags, opportunities, etc.):

Further Notes or Explainations:

(also attach one page brief 3 year history of financials - P&L and Balance Sheet)



 

Appendix E

…A Cooperative Commercial Financing Platform - Minimum Volume
Membership organization which prioritizes providing leads to its members.

15-Feb-17

Annual 

Revenues Membership Total Membership: Notes - Possible Membership "perks"
Banks 4 20,000              80,000      Century, LANB, NMB&T, FNB This includes ability for staffing office 2 days/ month.

Credit Unions 1 20,000              20,000      Nusenda, Others?  (if moves into comm'l)

CDFIs 3 10,000              30,000      The Loan Fund, Accion, Weest This includes abilty for staffing office 4 days/month

Impact Investors 5 5,000                25,000      NM Impact Inv. Collaborative, Other Private Groups?

Angels?

Government?

Support Services 2 2,000                4,000        SCORE, SBDC, Incubators et al Provides support services with sourcing 

Brokers/Advisors 3 3,000                9,000        E.g.,Crowdfunding specialist, Factoring, etc.

   Total Member Revenue 168,000$ 

Client Pymts 20 100                    2,000        Only paid by companies that are beyond "startup" phase

Success Fees 13,000      Paid by lender/borrower upon successful placement of funds (probably 1/2%)

REVENUE 183,000$ 

Expenses

Manager 1 plus temp? 140,000   

Office (includes guest office space) 24,000      

Other 15,000      

EXPENSES 179,000$ 

Success Fees:
Paid on Success by either Applicant or Financier

(if the deak goes through a member "broker" the Fee is 1/2 the amount.??)

Loans Made
Avg Loan Size # of Loans Total Loans

20,000                     5 100,000           0.50% 500             

50,000                     10 500,000           0.50% 2,500         

100,000                   10 1,000,000        0.25% 2,500         

250,000                   5 1,250,000        0.25% 3,125         

500,000                   2 1,000,000        0.25% 2,500         

750,000                   1 750,000           0.25% 1,875         

33 4,600,000$     13,000$    

See below

Facilitation Fee

This proforma illustrates a single year.  It 
does not yet illustrate a ramp up phase

If members opted to have more services or more 
experienced financing expertise in the OnRamp the 
Expenses would increase and could be covered by 
modest increases to the Membership Fees (or the 
Success Fees). 



 

Appendix F

10 Year Proforma as a Financing "Cooperative"

Assumptions:  

5 year Revolving Capital Agreement

10% growth in revenues first 5 years

5% growth in revenues next 5 years 5

5% growth in expenses annually

$70,000 minimum reserve

Years 1 2 3 4 5 6 7 8 9 10

Revenue 183,000$        201,300$       221,430$    243,573$   267,930$     281,327$     295,393$     310,163$     325,671$     341,955$     

Expenses 179,000$        187,950$       197,348$    207,215$   217,576$     228,454$     239,877$     251,871$     264,465$     277,688$     

Net Cash Flow 4,000$             13,350$          24,083$      36,358$      50,355$       52,872$       55,516$       58,292$       61,206$       64,267$       

Cummulative 4,000$             17,350$          41,433$      77,791$      128,145$     181,018$     236,534$     294,826$     356,032$     420,299$     

Available for Return to Investors on Revolving Basis $58,145 52,872$       55,516$       58,292$       61,206$       64,267$       

(net of minimum reserve)

Aggregate Investor Paybacks Banks $27,688 $25,177 $26,436 $27,758 $29,146 $30,603

(assumes  no Credit Unions $6,922 $6,294 $6,609 $6,940 $7,286 $7,651

change in annual CDFIs $10,383 $9,442 $9,914 $10,409 $10,930 $11,476

contributions) Impact Investors $8,653 $7,868 $8,261 $8,674 $9,108 $9,564

Angels? $0 $0 $0 $0 $0 $0

Government? $0 $0 $0 $0 $0 $0

Support Services $1,384 $1,259 $1,322 $1,388 $1,457 $1,530

Brokers/Advisors $3,115 $2,832 $2,974 $3,123 $3,279 $3,443

Total Returned $58,145 $52,872 $55,516 $58,292 $61,206 $64,267

Notes:

The revolving return of capital offsets the annual fees and over 10 years under this scenario roughly 4 years of equity contribution would be "revolved" 

or returned.  In a five year "revolving period" 35% of the capital is returned.   The return ratio depends on the Net Revenue in addition to the revolving 

period and the minimum cash threshhold set.  All of these parameters can be set by Members.

Additionally, members could choose to use the Net Cash Flow to "back"  higher risk transactions that needed capital.  Again, this would be up to the 

members to decide and regulate.

This is a simplistic 10 year proforma in order to show the 
impact of a revolving capital structure which returns the 
original fees paid by Members back to the members on 
a 5 year prorata, revolving basis.  All terms and 
conditions can be set (and reset) by Members.
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