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Introduction
Small is Beautiful

Limitations are becoming apparent on the planetary supply of readily accessible fossil fuels and, more importantly, 
on the Earth’s ability to process pollution and waste (think greenhouse gases).  We have likely already caused irrepa-
rable damage to the planet and have little time to make the dramatic shifts required to avoid catastrophe.  But there is 
hope.  By planning carefully the needed transition to sustainable practices, and focusing efforts on key economic sec-
tors like food, energy, manufacturing, and capital, we can avoid the worst scenarios, and the transition process can 
even enhance our communities’ social and cultural connectedness.

Organizations have sprouted up throughout the world supporting the re-localization of community economies. 
(Prominent U.S. examples are the Business Alliance for Local Living Economies [BALLE], the American Independent 
Business Alliance [AMIBA], and the Relocalization Network.)   Educational campaigns in many communities are 
informing citizens on the economic, environmental, and social benefits of supporting independent, locally-owned 
businesses in general, and import substitution programs for key sectors in particular.  Recent studies have shown the 
significant positive economic impact of frequenting local business establishments, with a 58% “recirculation pre-
mium” for locally-owned businesses versus their national or international counterparts.  This impact is especially 
significant in the local services sector, where a 90% economic recirculation premium results.1

In addition, creating the means for providing necessities locally, like sustainable food and energy production, will 
provide community security beyond the positive economic impact.  For example, Sonoma County is a rich agricul-
tural area whose environmental conditions allow the production of a broad spectrum of foods for the local popula-
tion.  As the global economy has picked up, and with it the demand for luxury goods, the wine industry in Sonoma 
County has grown to meet the public’s seemingly unquenchable thirst.  Our economy has become increasingly de-
pendent on the wine industry in a pattern eerily reminiscent of the shift to basic commodity production (under the 
banner of “comparative advantage”) that led to catastrophic financial and social problems in the Global South in the 
80’s and 90’s.  Economic diversity, especially in industries required for general well-being, helps secure the livelihood 
of the community as well as stimulating the economy.

Sonoma County GoLocal Cooperative

To support the transition to a more localized economy in Sonoma County and elsewhere, the Livability Project, the 
Relocalizers, and CreativExchanges2 are collaborating to transform the Sonoma County BALLE chapter into the 
Sonoma County GoLocal Cooperative, a hybrid business marketing and consumer cooperative that will serve as the 
foundation for launching the Sustaining Capital network and the transition to a more sustainable economic para-
digm.  The GoLocal Cooperative mobilizes local businesses, individuals, non-profits and governments for their mu-
tual support and benefit through collaborative marketing programs, a strong communications web, and a new eco-
nomic transaction vehicle offering enhanced consumer and business-to-business incentives.

A major component of the GoLocal program is the Action Card, a benefit available to all members of the cooperative 
that provides loyalty rewards to patrons of participating businesses.  CreativExchanges will provide the model, tech-
nological infrastructure and requisite support for the Action Card program.  Once in service, the program will be 
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expanded into a full-fledged cooperative of its own providing complete credit and capital services to businesses and 
citizens, as explained in the next section.

From Credit Union to Capital Cooperative

The GoLocal Cooperative, working from its foundation of business and citizen members, will spawn what could be 
termed the next-generation credit union: the Sustaining Capital Cooperative (henceforth “SCC”).  Like most credit 
unions in the United States, the SCC will be owned by and operated for the benefit of the members, each member 
having a single vote in governance matters.  But unlike traditional cooperative credit unions, the SCC will provide 
expanded capital services composed of the Sustaining Exchange Market, Sustaining Savings & Loan, and a Sustain-
ing Equity program that will provide equity financing for local businesses.  

While traditional credit unions have been relatively effective at providing their members competitive interest rates on 
deposits and low borrowing costs in comparison to private banks, they still suffer from the same problem as other 
lending institutions whose income is generated by interest spreads.  The interest paid to depositors is mostly gener-
ated from the interest received on loans from borrowers, with an extra “spread” taken from the borrowers to finance 
the cost of operations.  The result is a transfer of wealth from net capital consumers, who are often trying to make 
personal or businesses investments to build wealth, to savers holding an excess of capital, who typically already have 
some accumulated wealth.

The Sustaining Savings & Loan, while very similar in function to traditional credit unions, will avoid the use of inter-
est on all loans and deposits.  Instead, a point system will be used to encourage members to maintain deposits, and a 
mandatory savings program for borrowers will funnel funds directly into the borrower’s personal savings that con-
ventionally would have been paid to the institution as interest.  This model is much more likely to generate wide-
spread and equitable wealth building than the current interest-based system, that by its design transfers wealth from 
net consumers (the majority) to savers with an excess of capital (the minority).  (See the Sustaining Savings & Loan 
section for more details and Appendix 1 for a loan example.)

Overall, the SCC will function as the financial infrastructure facilitating the transition to a more resilient and sustain-
able local economy.  The following sections will describe in detail the main components of the program: The Sustain-
ing Exchange Market for day-to-day commerce, the Sustaining Savings & Loan program for interest-free debt financ-
ing, and the Sustaining Equity program that provides both equity financing for local businesses and an investment 
opportunity for individuals.
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Sustaining Exchange Market

Mutual Credit Basics

A strong system of mutual credit should be the foundation for a local capital program.  A mutual credit system is 
defined as an alliance of traders who together create and use their own medium of exchange.3  The value of that me-
dium or “unit” will be based solely on participants’ trust that their contributions to the welfare of their fellow mem-
bers will be reciprocated at some future time – that is, that they will be able to regain the value of the goods/services 
they have sold “on credit.”  The proposal below outlines a LETS-type mutual credit program with additional features 
that will make it more attractive to business participants (LETS = Local Exchange and Trading System).  System 
transactions take the form of debits and credits that are spent and received into existence when the members trade 
with each other.  Trades are logged and member balances are tracked.  The system maintains a constant equilibrium, 
with all debits offset by credits and vice-versa.

While the U.S. dollar is based on credit created and controlled by private banks, a community-based mutual credit 
system that requires no national currency puts control of the lifeblood of the economy in the hands of the community.  
Members of the system are able to create the units of value they need to conduct business, limited only by the amount 
of credit they are willing and able to accept for their own sales.  This credit-generation process creates a safety net for 
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economic crises like the one we are experiencing today by maintaining liquidity in the local economic system, even as 
liquidity tightens in the national economy.  During economic boom times as well, a mutual credit system can enhance 
the local economy by providing low-cost financing for operations and increased market power for participants, as the 
units in the system can only be spent locally at participating businesses.4

In addition to creating an interest-free medium of exchange, a mutual credit system can be expanded to provide long-
term capital solutions that support the value of our community credit over time and enhance the transactional market 
in the short term.  A currency unit needs to circulate constantly and rapidly to be an effective exchange medium.  In a 
credit-based system, this circulation process is actually enhanced by the store-of-value function, as the typical “place” 
of storage is an investment either through a depository institution or equity markets.  The funds invested are then 
recycled into the transactional market by the recipient to acquire goods and services.  This buttresses the transactional 
market by increasing circulation immediately, and by creating an incentive for the investment recipient to bring value 
to the market in the future to recoup the credit needed to pay off investors.  More on what a long-term financing pro-
gram might look like will be discussed in later sections.

Sustaining Exchange Market

The transactional market where everyday commerce takes place is the heart of the local economy, and the medium of 
exchange is its lifeblood.  Together they create the means for businesses, governments, and non-profits to find the 
goods and services they need to operate, and for citizens to connect with these entities and each other to find what 
they require for their livelihood.  Citizens typically pay with dollar earnings from employment, or with loans through 
credit cards.  The short-term assets that businesses typically use for this purpose (including cash, accounts payable, 
and very short-term bank credit) are known as working capital.  Governments use dollars from tax revenues and debt 
issues for payment, and non-profits use donated or borrowed cash.  The Sustaining Capital model provides solutions 
for all the above groups and their typical exchange patterns.

If businesses are provided a convenient way to manage working capital, many transactions can be conducted in the 
local economy without use of interest-burdened national currency.  To gain widespread implementation of the pro-
gram, it must provide tangible benefits to business participants without interrupting the normal flow of their com-
merce.  Benefits to business participants include:

✓ Low-cost, interest-free access to short-term credit (2-3 months).

✓ Continual credit availability regardless of the condition of the national economy.

✓ Web-based centralized processing of invoices and payments.

✓ Credit history evaluation and certification services.

✓ E-Commerce, business marketing, and social networking services through the web portal.

✓ Marketing benefits from membership in an exclusive business/consumer credit network.

✓ Integration with Point of Sale (POS) and bookkeeping software.

Ease of use and integration into existing business and technology systems are critical for widespread adoption of the 
network.  Members need to be able to utilize the credit in any economic setting they choose, whether at a brick-and-
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mortar location or through the web, and via electronic payment or cash.  SCC’s initial focus will be the more technical 
process of setting up the web-based transaction processing infrastructure, with “physical” currency to follow.

Individuals will play an important role in the widespread adoption of our regional credit as a medium of exchange 
with their willingness to accept it as a portion of their income, and by cycling the credit back into the network as the 
ultimate end users of the goods and services provided by business, government, and non-profit members.  In the 
process, individuals will gain access to short-term, interest-free credit rather than resorting to high-interest credit 
cards.

The two main avenues for individuals to obtain network credit are the enterprises they work for and the stores where 
they shop.  Payroll is typically one of the largest expenses for businesses, governments, and non-profits, and is one of 
the main expenses that could potentially be met using our regional credit, as most of those employees live and shop 
locally.  Giving employees the ability to draw on the portion of an enterprise’s short-term credit earmarked for pay-
roll expense will grant them access to interest-free liquidity when unexpected expenses arise.  In addition, individu-
als (and enterprises as well) can build up credit by participating in a regional business loyalty program, where they 
earn credit as a reward for patronizing member businesses.  This Action Card loyalty program and its potential cata-
lytic role for the Sustaining Capital plan are discussed in detail in the next section.

Local governments stand to benefit significantly from the liquidity the Sustaining Capital program can provide.  In 
exchange for their willingness to accept network credit for a portion of the taxes and fees that they collect from their 
constituents, municipalities would earn the right to credit that can be used to pay their employees and local contrac-
tors, or to buy the goods and services they need from local businesses.  The strength of their legal taxing authority 
gives local governments a permanency that may afford them a larger amount of credit than the other participants in 
the network, allowing them to maintain municipal services and infrastructure servicing during budget shortfalls.  
The extra liquidity provided by Sustaining Capital to our regional economy would also serve to smooth business 
cycles (and therefore tax receipts), reducing the number and severity of budget shortfalls that local governments 
would face in the first place.

As a group, local governments are the largest employer in the county and enjoy significant institutional credibility.  
Their support for the development and implementation of a Sonoma County regional credit network would power-
fully catalyze public acceptance and participation.  It would also demonstrate to their constituents that, as public ser-
vants, the governments will do whatever it takes to make our county prosperous -- even if the solutions are found 
outside the mainstream discourse.

Enterprising non-profits willing to accept donations of regional credit can also benefit from joining the Sustaining 
Capital program.  The credit they obtain could be used to purchase supplies or services from participating businesses, 
or to pay their local employees.  And if local governments are participating, non-profits willing to accept regional 
credit may have an easier time getting public funding to support social programs. Also, mechanisms can be imple-
mented that make it easy for people to donate time or credit to member non-profits, providing them with a poten-
tially larger, more stable source of local funding.  One such mechanism is the Action Card, which allows card users to 
assign all or a portion of their rewards credit to non-profit, schools, and churches in the community.

GoLocal Action Card

Citizens will be involved initially through the Action Card program mentioned above, which builds on the popularity 
of reward card programs at grocery stores and other retail outlets.  GoLocal Cooperative members will be issued an 
Action Card with a number that can be entered into a secure web page, or a magnetic stripe that can be swiped, when 
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shopping at member businesses.  Merchants commit to returning a small percentage of transaction income to the 
members in the form of “loyalty points” that can be re-spent at any participating business.  Businesses will be re-
quired to accept loyalty points without restriction, but are only responsible for any loyalty points resulting from 
transactions at their establishment.  Businesses accepting excess loyalty points -- that is, more than they have issued 
themselves -- can use them for business-to-business (B2B) purchases inside the network, and a settlement mechanism 
will periodically zero out the balances between businesses, either through brokered trade or cash payments.

It is important to note how the loyalty point system differs from a discount program.  Businesses participating in a 
discount program incur an immediate loss on transactions in the amount of the discount.  In addition, customers re-
ceiving the discount can take the money saved and spend it at Wal-Mart or some other chain.  As part of the loyalty 
point program, businesses issuing rewards credit still receive the full purchase price and only have to redeem the 
points as members spend them at their establishment or as balances are settled in cash -- effectively receiving free 
short-term financing.  Because the loyalty points can only be used at member businesses, members cannot take their 
rebates elsewhere.  This will effectively close the value loop connecting businesses and citizens in a self-sustaining 
cycle of mutual benefit.

The Action Card will then be expanded to function as a gift card that can be loaded with “value” in exchange for U.S. 
dollars, which will be internalized into network credit.  In a fashion similar to the loyalty points, businesses that load 
credit onto a member’s Action Card will be responsible for redeeming that credit either through trade or settlement.  
Businesses holding excess loyalty points or gift card credit are then able to receive the value they are entitled to 
through any combination of the following:

✓ Participate in B2B transactions with other business members.

✓ Reload the credit back onto Action Cards in exchange for U.S. dollars, or use it to meet their loyalty point obliga-
tions to members.

✓ Receive U.S. dollars from businesses with negative balances at the end of the settlement period.  (This process 
will become progressively less necessary as the first two mechanisms become more effective.)
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Sustaining Savings & Loan
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The Long-term Financing Imperative

The normal course of life and business brings about long-term capital needs separate from day-to-day transactions.  
Examples are buying a home and starting or expanding a business.  The capital outlay for these long-term uses tends 
to require more credit than a typical business or citizen can generate in a 2-3 month period, which rules out the Sus-
taining Exchange Market as a viable source for this funding.  Typically, a business will finance capital expenditures 
through operations, debt financing, or equity financing.  Citizens tend to finance their education and real estate pur-
chases with debt, although ultimately the financing depends on the intended use and their financial status.  The Sus-
taining Capital model offers solutions for both debt and equity financing that synergize with and support the smooth 
functioning of the Sustaining Exchange Market, while at the same time avoiding the pitfalls of usury and financialism 
that plague the national and global economy.  The next section will describe the functioning of the Sustaining Savings 
& Loan program (pictured above), and the following one will present the Sustaining Equity program (pictured be-
low).

The Interest Plague

Besides the problem of interest spreads putting net capital users at a disadvantage, the interest charged on the loans 
that compose the majority of our money supply also threatens the continued viability of our economic system, our 
planet, and ultimately our species.  When a loan is made, the debtor is required to repay both the loan and an amount 
of interest that was not created when the loan was issued.  The only way to obtain the extra money required for inter-
est payments is to draw it from the general money supply, in essence taking away the ability of one or more other 
debtors to repay even the principal amount of their obligation.  On a system-wide level, new debt money must be 
continuously lent into existence to service the interest on existing debt money, creating a compounding debt burden 
ultimately comprised of more accrued interest than principal.  Furthermore, the need to obtain currency to service 
and repay the growing debt load creates a growth imperative in the economy that is driving us to war over diminish-
ing resources and toward a number of potential environmental catastrophes.  We must move beyond the interest 
paradigm if we are to create our vision of a thriving economy and community.  (See Money as Debt by Canadian 
videographer Paul Grignon, available free online, for an accessible discussion of problems issuing from the interest-
burdened monetary system.)

Unfortunately, compensation in the form of interest has become a mainstay in our economic system.  Bank customers 
expect a rate of return on deposits, which has limited the success (at least in the U.S.) of movements like Islamic bank-
ing that shun the use of interest (usury) for religious or moral reasons.  No-interest, low-cost loans are appealing, but 
with no interest incentive to hold money in a deposit account, loan customers will keep their deposits earning interest 
at an interest-granting financial institution until they need a loan.  However, the JAK Bank, an interest-free savings & 
loan in Sweden with growing membership and deposits, has developed a system to deal with issues of compensation 
and liquidity that can be adapted for use in the Sustaining Savings & Loan program.  The two main concepts, savings 
points and aftersavings, are explained below.  A detailed example of how a JAK Bank loan works is provided in Ap-
pendix 1.5 

Sustaining Savings & Loan

The Sustaining Savings & Loan program (SS&L) will grow organically out of the Sustaining Exchange Market as the 
number of participants and volume of exchange grows.  Some businesses will be flush with excess short-term credit; 
others will need long-term credit for capital investment to support future operations.  Similarly, some citizens would 
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like to save value earned to be used later in life; conversely, others would like to make immediate investments in their 
education or a home.  The Sustaining Savings & Loan program provides an equitable and low-cost way to efficiently 
allocate capital where it is needed, and provide members a way to store credit that supports future value creation.  
The value being saved and lent will be the credit created by the network in the Sustaining Exchange Market, and the 
ability to “roll” this credit into a long-term savings vehicle will help maintain balance and increase circulation veloc-
ity.

SS&L loans are composed of two separate components: a base loan amount determined by accrued savings points, 
and a member-part that requires 100% collateral and an analysis of the borrower’s ability to pay.  Savings points are 
earned based on the amount of credit deposited, the length of time, and the liquidity of the deposit account.  Like 
certificates of deposit, longer-term savings accounts with time restrictions on withdrawals can provide depositors 
with a larger number of savings points over a given period of time, and can ensure liquidity for use by other mem-
bers.  Accrued savings points earn members the right to collateral-free loans, the size of which is periodically deter-
mined by the Board of Trustees based on the current solvency of the program.

Members may receive loans that are larger than the amount earned through savings. (In special cases, members may 
be granted loans without any savings whatsoever.)  Besides providing collateral and fulfilling certain repayment as-
surance requirements, members have to pay an aftersavings amount amortized over the life of the loan that is equal to 
the amount of the member-part not secured by savings points.  For example, a member who receives a member-part 
loan of $10,000 for two years would be required to pay $833.33 per month to repay the loan and the same amount 
again for aftersavings.  Once the member-part of the loan is fully secured halfway through the loan-term (accrued 
aftersavings equals remaining loan balance), the member can begin to withdraw the excess aftersavings each month.

The savings point/aftersaving system is ingenious in two ways.  First, it creates an incentive structure that encour-
ages members to save without receiving interest on deposits, which eliminates the bank’s need to create a profit 
spread by charging interest on loans.  Second, because the need to charge interest on loans is removed, extra monthly 
payments can instead accrue to the borrowers themselves.  This simultaneously creates a liquidity pool for all mem-
bers to borrow from, and encourages much-needed personal and business saving.  And again: This model serves eq-
uitable wealth building much better than the current interest-based system that transfers wealth from borrowers to 
lenders.

Though interest is not charged on SS&L loans, they are not free.  Maintaining efficient operations generates a number 
of expenses, some of which must be paid with legal tender.  A loan fee covering the operating cost of the loan is amor-
tized over its life.  While in no way theoretically equivalent to interest, the loan fee can be compared to an effective 
annual interest rate that gets progressively lower as the loan term is increased.  (A major cost of a loan is the origina-
tion process, which is the same regardless of the term.)  According to the most recent JAK Bank Report, the annual 
effective interest rate has ranged from 2.03% (30 year loan) to 4.91% (2 year loan) during JAK’s 38-year history.  
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Earning a Living Return

While participants with excess short-term credit in the Sustaining Exchange Market may roll it into the Savings & 
Loan program, only those that expect to need a loan in the foreseeable future will have incentive to do so.  For others, 
especially those saving for retirement, the Sustaining Equity program is an alternative providing a living return6 on 
invested credit by cycling it back into the SCC and member businesses in the form of equity investment.  This equity 
capital will be especially useful for businesses that do not yet have the cash flow to meet periodic contractual debt 
payments, such as start-up enterprises that typically rely on credit cards, family, and friends to obtain the capital they 
need (often at exorbitant interest rates or high personal costs).  The Sustaining Equity program creates a connection 
between member businesses and investors that closes the financial loop at a new level, enhancing the cycle of mutual 
benefit.

Investors earning a living return on their investments will be expected to monitor and influence the actions of the 
businesses they own and profit from.  This expectation, coupled with the manageable scale of community enterprises, 
will infuse a new level of democratic participation into our economic system.  Investors are rewarded with dividends 
in the form of exchange market credit that they may spend, deposit in the savings & loan, or reinvest as equity.

The Roadblock to Community Investing

Small businesses have been historically underfunded, while large corporations seem to have no problem raising the 
capital they need (and some they do not need).  The reason for this discrepancy is outdated securities regulations 
originally created to protect investors from fraud, but effectively forcing most equity investment into the global fi-
nancial casino.  These laws make it practically impossible for anyone not earning $200,000 a year or holding at least 
$1 million in net worth to invest in a non-publicly-traded community business.  Conservatively estimated, $11.5 bil-
lion of investable assets exist in Sonoma County, the bulk of which is invested outside the county.  A key to develop-
ing a strong local economy is finding a way to legally direct some of this capital back into the community and its 
businesses.7  

Form for Function

By utilizing the cooperative structure to pool and invest equity, it should be possible to gain exemption from the re-
strictions of securities regulation.8  The cooperative/LLC hybrid will offer two share classes.  The first is a Member 
Share that is continually available and must be purchased when one joins the SCC.  Members can own only one 
Member Share, which entitles them to Patronage Refunds in the form of Sustaining Exchange Market credit.  The 
other share type is an Additional Paid-In Capital (APIC) Share that can be purchased by members to earn a living 
return.  Members can own unlimited APIC Shares, but these shares will only be sold in periodic auctions when the 
SCC needs capital, or through reinvestment of dividends.

Member Shares are available to any individual, enterprise, or government entity that wants to utilize Sustaining 
Capital’s services.  Shares are sold and redeemed at par value at the discretion of the SCC, as no liquid market for the 
shares will exist.  Following the standard convention of cooperatives, each Member Share will entitle the holder to 
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one vote on corporate governance issues regardless of the business size or influence of the member.  Holders of 
Member Shares will periodically elect a Board of Directors to run SCC operations, and will also be encouraged to 
submit resolutions on issues of import to be considered by the Board and possibly voted on by members at large.

Additional Paid in Capital Shares (APIC) are non-voting shares purchased only to earn a living return on investment.  
APIC Shares will be auctioned off periodically when the SCC needs more capital or when attractive member equity 
investment opportunities arise.  Shares will be sold using the same auction procedure as for Treasury Bonds, with all 
winning bids receiving the lowest winning bid price, and will be redeemed at par at the discretion of the SCC.  Both 
Member Shares and APIC shares are automatically repurchased when a member leaves the SCC.  Neither share class 
will have a liquid market, and both will be redeemed only through the SCC.

Proceeds from the sale of both share types will fund the Sustaining Capital Cooperative services, including the Sus-
taining Exchange Market, Sustaining Savings & Loan, and Sustaining Equity programs.  Businesses utilizing Sustain-
ing Equity services for investment capital will be required to pay dividends to the SCC, which will go into the general 
pool of earnings.  A portion of the SCC’s earnings, which also include the profits from providing the exchange market 
and savings & loan services, will be reinvested to increase the SCC’s operating capacity.  The remaining earnings will 
be split between the two share classes based on the overall capitalization structure of the SCC, and paid out to mem-
bers as patronage refunds on Member Shares or dividends on APIC shares.

A Return to Dividends

As noted above, neither share class will be traded on a liquid market, so 100% of the expected return on investment is 
in dividends and patronage refunds.  Besides avoiding confrontation with regulations that limit secondary-market 
trading , there is a functional reason to prefer dividends over a liquid market.  Dividends tie the expected return on 
investment directly to the cash flow generated by the SCC, not to the speculation that the price of the shares will go 
up or down in the future.   This linkage of expected returns to performance rather than speculation underscores the 
return to sound economic fundamentals that inspires the whole SCC enterprise. 

Dividends on the two share classes will both be in the form of Sustaining Exchange Market credit, but will be allo-
cated based on different criteria.  Every member utilizing the SCC’s services will receive a “Patronage Refund” based 
on participation in the Sustaining Exchange Market and the member’s utilization of the Sustaining Savings & Loan 
and Equity programs.  Like the members of REI (the well-known outdoor gear cooperative), SCC members will re-
ceive a statement at the end of the year showing their usage and the amount of exchange market credit they are enti-
tled to.  The total amount of credit that will be made available for patronage refunds will be determined based on the 
percentage of the total SCC capitalization financed by Member Share equity.  For example, if one third of the SCC’s 
total financing results from Member Share purchases, then one third of the surplus earnings will be paid to members 
in the form of patronage refunds.

Aggregated APIC Shares will receive dividends based on their combined contribution to the SCC’s capital structure, 
with investors receiving dividends based on their individual percentage ownership.  Since a large portion of the 
SCC’s earnings may be composed of dividends from the Sustaining Equity program investment pool, the APIC 
Shares will function like a local investment fund in a roundabout way.  It is important to remember that investors will  
be purchasing shares in the SCC, which only uses a portion of the investment for the Sustaining Equity program.  
Therefore, returns from the equity pool may be helped or hurt by the performance of the SCC’s other programs and 
services.
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Conclusion

The majority of this document was written in the spring and early summer of 2008, while the recession was still tame.  
Since then a full-blown crisis has erupted, freezing the credit markets and halting economic growth around the 
world.  Trillions of dollars of wealth have been destroyed, and trillions more have been used to prop up the house of 
cards in a Federal Reserve/government response that has been at best haphazard, and at worst a criminal misalloca-
tion of public funds.  These trillions have done little to thaw the credit markets for anyone but the largest economic 
players, but have instead been used to concentrate more power in the hands of the private banking cartel and to fund 
a “restructuring” of our auto industry that will break the labor unions.  It is more apparent than ever that our broken, 
corrupt financial system cannot be depended on to build prosperity for our communities or our planet.  Instead of 
wasting more time and money trying to support the system that is despoiling communities, we should be using our 
resources to foster alternatives that infuse democracy and sustainability into our economic system.

For many decades, people concerned about the unsustainable, unhealthy aspects of conventional legal tender have 
been endeavoring to devise smaller-scale, locally controlled systems that will help them meet their communities’ 
needs.  Most fail after a short time, owing to design flaws, over-reliance on volunteer labor, or both.  Creating not just 
a regional transactional medium, but a complementary savings program and investment opportunity as well, pro-
vides a powerful solution to the problem encountered by practically every complementary monetary system, namely: 
What can members of the association do with their excess non-dollar earnings?  The Sustaining Savings & Loan and 
Sustaining Equity programs provide a way for successful businesses, for example, to invest their surplus earnings 
(earnings which they cannot easily spend in the Sustaining Exchange Market) in ways that benefit not only them-
selves, but all members of the Cooperative at large, by adding robustness and flexibility to the region’s economic ac-
tivity.  The flip side is that as members earn credit through their equity investments (or amass credit in their savings 
accounts), they will have more to spend in the transactional market, thereby increasing its own value-creating poten-
tial.  This comprehensive design leads us to believe that our Sustaining Capital package will become increasingly 
attractive and profitable, particularly now as the dominant financial institutions move ever deeper into crisis.
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Appendix I
A JAK Bank Example

Savings points can be used as incentive to attract and maintain deposits by using a time multiplier that increases the 
amount of collateral-free loan money a member can borrow.  Loans from JAK Bank are actually composed of two 
separate loan components, a base loan amount determined by accrued savings points and a member-part that re-
quires 100% collateral and an analysis of the borrower’s ability to pay.  On one-time deposits, saving points are calcu-
lated using this formula.

Savings Points = Deposit x number of Months x Savings Factor

 For example, assume that $10,000 was deposited by a business member for 24 months.  Using the JAK Bank 
savings factor at the time of the report on liquid deposits of .7, the formula would be as the following.

10,000 x 24 x 0.7 = 168,000

 Now let’s assume that the same member wishes to take out a 5-year loan of $10,000.  The following formula 
is used to determine the base loan amount, or the amount available without collateral.

Base Loan = 2 x Savings Points / (Loan Term in Months + 3)

=

2 x 168,000 / (60 + 3) = $5,333.33

 The remaining $4,666.67 would need to be collateralized by some type of asset, likely some form of property, 
plant, or equipment that is typically found on a company’s balance sheet.  Whether the extra member-part of the loan 
is granted, and how much, is determined case by case, based on the borrower’s credit history and ability to pay, as 
well as the overall liquidity of the bank.  Loans are amortized into equal monthly payments over the life of the loan; 
in this case the monthly payment for the principal amount is $10,000/60 = $166.67 per month.

Instead of making interest payments that accrue to large depositors and shareholders of private banks, members of 
JAK Bank pay an additional “aftersavings” amount that accrues to their own account during the loan period.  The 
amount of aftersavings a member has to pay is equal to the amount of the loan not secured by savings points.  In the 
example above, the borrower would be required to deposit an extra $77.78 per month ($4,666.67 total), portions of 
which become available to the borrower once the remaining loan balance has become completely secured by the de-
posited aftersavings.

Even though interest is not charged on SS&L loans, they are not free.  Maintaining efficient operations generates a 
number of expenses, some of which must be paid with legal tender.  A loan fee covering the operating cost of the loan 
is amortized over its life.  While in no way theoretically equivalent to interest, the loan fee can be compared to an 
effective annual interest rate that gets progressively lower as the loan term is increased.  (A major cost of a loan is the 
origination process, which is the same regardless of the term.)  According to the most recent JAK Bank Report, the 
annual effective interest rate has ranged from 2.03% (30 year loan) to 4.91% (2 year loan) during JAK’s 38-year history.   
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 The final requirement for receiving a loan is to deposit 6% of the loan amount that is booked as equity, pro-
viding security for the institution.  In the above example, the member already had $10,000 on deposit, which is 100% 
of the loan amount.  The member would be required to leave $600 with the bank, which would be held in an equity 
share account to be released back to the borrower after the completion of the loan term.  The bank’s equity position is 
also bolstered by non-refundable annual membership fees, which were around $40 Canadian at the time of the report.
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Appendix 2
Contact Information

Derek Huntington - Mr. Huntington received his Bachelor of Science degree in Finance from San Diego State Univer-
sity, is a Level 2 Candidate for the Chartered Financial Analyst designation, and is currently working with a local 
independent investment firm.  Cell Phone: (707) 843-1845.  Email: socokid@gmail.com

Philip Beard - Dr. Beard is an emeritus Professor of German and Global Studies at Sonoma State University (retired 
2005).  He holds Bachelor of Arts, Masters, and Doctorate degrees in German Studies, all from Stanford University.  
Cell Phone: (707) 481-3480.  Email: phbeard@mac.com

GoLocal Cooperative

Bruce Kunkel Board Member                     bkunkel@sonic.net 707 292-9032

Chris Mann Board Member                     chris@guayaki.com 707 824-6610

Dave France Operations Team Member                           d.france@golocal.coop 707 217-1123

Derek Huntington President of the Board                        d.huntington@golocal.coop 707 843-1845

Jay Beckwith Operations Team Member                          j.beckwith@golocal.coop 707 479-2554

Joe Falejczyk Operations Team Member                           j.falejczyk@golocal.coop 707 484-8836

Lauren Thomas Operations Team Member                           lquinnt@gmail.com 707 486-4672

Philip Beard Secretary of the Board phbeard@mac.com 707 481-3480

Rebecca Valentine Operations Team Member                           rebeccav@sonic.net 707 538-8898

Susan Mauk Operations Team Member                           suemauk@myibocs.com 707 838-1922

Terri Aspen Board Member                     terriaspen@comcast.net 707 695-6808
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Appendix 3
Wealth Estimates for Sonoma County
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