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We have an opportunity, in the current political and economic climate, to model a high degree of accountability and transparency. It is essential for members to be attached to the cooperative concept. This will be achieved by open, simple explanations of the basics of co-op ownership structure.  
A. Member Equity
a. Base the equity requirement upon the co-op’s equity needs.
i. The equity needs of the co-op should be analyzed initially and on an ongoing basis and updated based on the capital needs of the co-op. Since equity needs may increase over time, make sure the equity amount can also be increased over time. Consider not having an equity cap, to allow an increased equity requirement as needed. With fewer and fewer co-op friendly banks, co-ops need to look at becoming a self-financing community. Consider an annual equity contribution with no cap. 
ii. Articles and bylaws should spell out who determines the cost of membership shares, either the board or the membership. (Procedural note regarding equity issues: Articles and bylaws need to be amendable without an overbearing process. If your state doesn’t have a good co-op law, incorporate in a state with more favorable statutes.)
iii. Develop a long-term capital plan to integrate with the patronage refund system. Develop a growth goal for a capital reserve fund, to be met either through interest or a combination of interest and retained earnings – i.e. non-cash portion of patronage refund. Use this goal to develop a formula for determining the cash distribution portion of patronage refunds.
iv. Co-ops must repurchase equity (shares purchased upon joining, not non-cash equity from patronage refunds) when members leave the co-op, so have a plan in place to raise replacement capital. Board should regularly monitor or approve (in accordance with bylaws and incorporating statues) new members and equity repurchases to monitor balance between new capital and exiting capital. Co-op bylaws should provide the option to control repurchase of shares by requiring replacement capital (new members) in at least equal balance with capital being withdrawn. 
v. Abandoned equity: be familiar with escheatment laws in your state and have a plan to address abandoned equity. 
vi. Develop a communication plan to explain the capital needs. (“Our needs are…” To meet your needs as members, we must…”) Use a newsletter column regularly to educate the membership and plan a sustained presentation to members about how ownership makes the co-op stronger. Equate equity with ownership in all communications. 
vii. Communicate investment in the co-op as each member’s fair share of the co-op’s capital needs. Develop language and documentation for explaining equity. Any of the following terms may be applied, but once chosen, use consistently in all communications such as: investment share; capital certificate; fair share; stock certificate; share certificate; share purchase requirement; member share requirement. Communication examples:
1. The business has these equity needs and this is your share.
2. What is each member/owner’s fair share of the co-op’s equity needs?
3. Members are the lifeblood of the co-op. Equity is the lifeblood of the business. The co-op won’t be successful without attending to the needs of the business!
b. NEVER ever use the term “lifetime” member.
c. Don’t use the word “fee” or “annual fee” to describe equity. Staff needs to be effectively educated on equity issues and be provided with the wording to use. 
i. Have options to accommodate lower income members. Find the balance between raising equity and making membership accessible to low-income persons. 
1. Use patronage refunds to build equity. 
2. Create an equity fund for low-income members.
3. Payment plans vs. payment in full. Don’t require proof of income to go on payment plan.
d. Multiple tiers or classes of memberships can complicate communication of co-op ownership, lead to a perception of “unfairness” and contribute to a perception that the co-op has social engineering goals. A single type of ownership emphasizes that co-ops are about equity and meeting member needs. Each membership has the same value (share cost) and the same rights (one vote). For co-ops that use the patronage refund system, courtesy cards can be issued for other people in the household so that their purchases can be included in the patronage refund calculation. 
