THE DEBT TRAP

Scenario #3: The Building That Was Supposed to Create Stability

B N E L INTERACTIVE EXERCISE
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I thought owning the building would SCHOOLS
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H You are the founder of Heritage Threads Manufacturing, a Baltimore-based %fy NONPROFITS
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The business has survived through hustle, relationships, and consistency—
but margins have always been tight.

2 THE SEARCH FOR STABILITY 3 THE PROPERTY

For years, the business operated out of:

SMALL RENTED SHARED MAKER SHORT-TERM
INDUSTRIAL SPACES FACILITIES WAREHOUSE LEASES

6,000 SQ FT

INDUSTRIAL BUILDING

PURCHASE PRICE:

$300,000

The instability created constant challengas:
# Landlords increasing rent unexpectedly

X Losing space with litthe notice

X Limited room for inventory and squipment

o e The bullding needed work, but offered:
After years of instability, the founder decided:
“ “THE ONLY WAY THIS BUSINESS @ @ ﬁ{;
SURVIVES LONG TERM IS IF WE OWN WORKFORCE INVENTORY | MANUFACTURING szuennrlnm.L NEIGHBORHOOD
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4 THE FINANCING PROBLEM (
Despite operating for years, the business struggled to qualify for traditional LU A N I N D E FA U LT
commercial financing because: f j E

@ @ The business has now: The lender has:
formally declared the loan
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® Enhausted most rémaining reserves aing I_ep! gt
possession of the property.

DETERMINED NOT TO LOSE THE OPPORTUNITY, AND WORKED WITH The feunder now faces the pessibility of:
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SIX MONTHS LATER...

Every choice led somewhere. Here are the possible outcomes.

POSSIBLE OUTCOMES +~ ==

Uﬂﬂu-' i
The founder The lender moves Production slows Employees begin The founder considers Community supporters | Another investor
attempts refinancing toward foreclosure as stressimpacts | leaving for more selling equipment | rally around the expresses interest
but cannot qualify. proceedings. operations. stable work. to stay afloat. business. in acquiring
the business.
. ”
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NEIGHBORHOOD IMPACT: WHAT'S AT STAKE 2
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O | = | M o
Manufacturing Neighborhood The building may sit Local supply chains Community wealth Baltimore’s Trust in systems
jobs are lost. youth lose training vacant or be sold and partnerships leaves the manufacturing and institutions
Local families and career to an outside are disrupted. neighborhood. ecosystem erodes further.
lose stable income. pathways. investor. weakens.
L w
o Why did ownership feel fike the What pressures or barriers pushed What would a better capital and support system look like for
right decision at the time? this founder toward hard monay businesses like Heritage Threads Manufacturing?
financing?
= FLEXIBLE CAPITAL
JIIIE what kind of funding
and terms would work?
P, PAYMENT STRUCTURES
How can repayment
At what point did the situation What systems failed this schedules reflact the
become dangerous? entrapreneur? realities of the business?
Consider:
+ Traditional banking SHARED RISK
» Undarwriting practices Who else should share
« Technical assistance the risk?
* Real estate financing
+ Manufacturing support systems ﬁ REAL ESTA.TE .SBLIJTI[IHS
+ Neighborhood investment ecosystems I.Ilﬁ [y How can buildings be owned,
financed, and protected to
keep wealth in the community?
9 Who benefited financially from e Who absorbed the long-term risk?
this arrangement? MANUFACTURING SUPPORT
@ What ongoing support helps
manufacturers survive
and grow?
LONG-TERM IMPACT
o What happens to the neighborhood What alternatives could have existed How does this solution
if businesses like this disappear? besides this financing structure? strengthen the community
over the long term?
L L
. BETTER OWNERSHIP. BETTER FUTURES.
s COMMUNITY ] o COOPERATIVE MISSION-ALIGNED : PATIENT CAPITAL TECHNICAL NEIGHBORHOOD
0G0 | LAND TRUSTS o DWHERSHIP LENDERS ! Inwest for | : ASSISTANCE i°l=lo08 INVESTMENT
agn 28 : ; : - it : L C o _
Keep real estate | Share ownership, Flexible terms, | nit just fo Business planning, Keep capital local.
affcrdable and share contral, Community first, et edurns cash flow, contracts, [Build thriving,
protectad. share the wealth, Long-term health, quick neturns. and growth support. resilient corridors.
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