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Revolving Loan Fund (RLF):
Program Overview

Offers loans with attractive interest rates and terms.

Facilitates small business expansion by funding equipment,
working capital, inventory, and real estate.

Designed as a tool for equitable economic development.
Nonprofits & Arts organizations are also eligible.

RLF Goals:
- Support the creation and retention of permanent full-time
jobs
— Facilitate investment and commercial growth and revitalize

commercial corridors and businesses throughout the City of
Berkeley.



Loan Fund 101

Economic City makes loans to
Development Berkeley Businesses
Administration (US with these funds

Department of
Commerce) seeds
RLF program with
$500,000 (1980).




The $ Revolves...

The loan recipients

pay back the loans

(with interest) to

the City - [ CITY ©F

The City makes 2
MORE loans to

Berkeley
Businesses with
the funds (repaid

loans + interest) '




What Are We Offering?

m Loan Size:
$35,000 to
$150,000

m Interest
Rate: Prime
(currently
4.25%) + 2%

m Repayment:
5- 7 year
term

got funds?

City of Berkeley
Revolving Loan Fund

If you’re a Berkeley-based business,

we can assist you in obtaining financing for

your start up, build out, business expansion, and
other working capital needs. For more info, contact

(510) 981-7536

ci.berkeley.ca.us/loanfund/

m
A
A
m
g
-

Office of

Economic Development

©




Loan Administration Board (LAB)

Program oversight and loan review

Commission Structure, 9 seats, Publicly Noticed Meetings
m [wo Commissioners with Business Expertise

m Three Commissioners with Credit and Banking
Experience

m One Lawyer
Technical Advisors

Business Development (new loan referrals)

Site Visits (for active loan recipients)




RLF Administrative Plan

m Approved by the Economic
Development Administration
(EDA)

m Updated every 5 years City of Berkeley
Revolving Loan Fund
Administrative Plan#

m New Administrative Plan:

- Streamlined Application
Process

- Typical Loan Size
Expanded

- Loan Servicing in OED




REVOLVING LOAN
FUND
PROGRAM
PORTFOLIO




RLF Fund Utilization
Balance Available for Lending As of March 31, 2017

RLF Principal Outstanding on Loans $352,005
Pending Loans (approved, but not disbursed) $150,000
Current Balance Available for Lending $208,531
RLF Current Capital Base $710,536

Capital Base: (Original Grant of $500,000) + Program Income - Losses on Loans

Program Income: (Interest from loans) + Earnings on Non-Sequestered Funds +
Fees Charged (i.e. $200 Application fee) - Administrative Fees (i.e. Marketing and
Underwriting Costs)

Current Balance Available for Lending: (Capital Base) - (Principal Outstanding on
Current Loans) - (Pending Loans, committed but not disbursed)
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RLF Loan Portfolio

Total Active Loans $555,555 $352,005

Fully Repaid Loans 26 $1,275,527 -

Written Off Loans 8 $467,890 - $350,463
Total Loans 41 $2,298,417 $352,005 $350,463
Total Non-RLF $ Leveraged $6,264,659 $758,243
Private Sector Jobs Created 205 37

Private Sector Jobs Saved 49 23

Total Private Sector Jobs 253 60
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Current RLF Borrowers

m The Vault Café

m East Bay Media Center

SUMMER
LEEN MEDIA

W CcAMP
(o 2017




Current RLF Borrowers

241, uo uayony Jo £s21.mo2 o104 4

sponsored in part
1omic Devel-
or tradi-
3erke-

Kitchen on Fire co-owners Olivier “Chef Olive” Said & nutritionist
Lisa Miller

m Kitchen on Fire
(Cooking School)

KITCHEN on FIRE

Cooking up Fun since 2005

v

und,
vment,
4
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Current RLF Borrowers

BioFuel

m Biofuel Oasis
(Service Station)
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Current RLF Borrowers

= SlingFin
(Outdoor Gear)




Current RLF Borrowers

=  Anton Salon
= Minuteman
Press




Loans By Business Type

Average Loan Amt. ($)
Number of Loans

Business/ Food & Office / Personal Public and Retail
Professional Beverage Other Non- Services  Nonprofit
Services Services Retail Entities
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RLF Recipient Demographics

Minority Owned $809,840
Women Owned 10 $415,300 102
Totals 24* $1,225,140 217

*Total Number of Loans: Ownership self identifies as minority/women (i.e. three
loans, are counted in both rows) - for a total of 24 loans issued (out of 41 total

loans).

“Number of Jobs: (Created and Saved) express a workforce composition number
reported by all RLF loan recipients.
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FUND MARKETING
AND OUTREACH




Marketing & Outreach

m Local Media
m Brochure and Website
m Word - of - Mouth Outreach

m Loan Board Commissioners
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m Commercial District Associations

Visitors Elected Officials

WELCOME OFFICE ©F ECONOMIC DEVELOPMENT

OED Home
Contact Us

: Business Finance
POPULAR TOPICS

g\f’;“a’“;:‘a‘ Space The City of Berkeley can assist you in obtaining financing for business expansion and other business
Business Resource Guide

Reports - Dashboards,

Demographic & Economic

Data .

Berkeley Revolving Loan Fund

QUICK LINKS The City of Berkeley's Revolving Loan Fund (RLF)
Business District program can provide access to capital for businesses and
Associations

[EYEEIRTRTCI VT <nitrepreneurs who seek to grow and retain/ create jobs,
Business License but do not qualify for a traditional bank loan. The RLF
serves all commercial areas in the City. Loans are = _
WHAT'S NEW available for business expansion, purchase of fixed assets, tenant improvements and real estate.

Minimum Wage
Ordinance

Updates: Office of
Economic Development

. http://www.ci.berkeley.ca.us/loanfund/

Office of Budget & Fiscal

Management

Animal Shelter )

City Manager's Office Fixed Interest Rates: 2 1
WSJ Prime Interest Rate, at time of loan approval plus 2 percent.

For the current rates click on the following link: Bank Rate.com




Marketing & Outreach
EAST BAY EXPRESS

OAKLAND, BERKELEY, AND EAST BAY NEWS, EVENTS, RESTAURANTS, MUSIC, & ARTS

Dd you need
funding to grow your
Berkeley business?
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Office of
Economic Development

V-

Learn more online:
cl.berkeley.ca.usfloanfund/

City of Berkeley
Revolving Loan Fund

-
1 .

We can assist you in
obtaining financing for

your start-up, business
expansion, build out, and
other working capital needs.

Check out the
program today!

Publication date: March 2015
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Marketing & Outreach

My 25, 2017

BERKELEY TIMES
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got funds?

City of Berkeley
Revolving Loan Fund

(510) 981-7536

ci.berkeley.ca.us/loanfund/
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got funds?

City of Berkeley
Revolving Loan Fund

(510) 981-7536

ci.berkeley.ca.us/loanfund/
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LOAN APPLICATION

PROCESS &
REVIEW




RLF Loan Application Review

Start - Application Submitted Loan Application

Underwriting

Review Credit Memo

Loan Administration Board Meeting
Loan Agreement and Contract

Loan Check Issued

Repayment and
Finish - Loan Issued Servicing

Total Time: +/- Six Months
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Loan Application and Review:
Process & Timeline

m Since 2013, the LAB has worked

with a third party underwriter. fSAFE-BIDCO
- State Assistance Fund for

Enterprise, Business and

Industrial Development Shre 51060 ca s  vorng oo o e
Co rpora tion ( SAFE-BID CO) of s
Santa Rosa has provided

underwriting services to the

RLF Program since 2014.

BUSINESS WORKING CAPITAL I
— The underwriting fees are S
paid from the RLF program
income
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TARGET LENDING
AREA




RLF Loan Activity 1980-2017
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Total Amount ($) of Loans Issued

$600,000

$500,000

$400,000

$300,000

$200,000

$100,000
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RLF Lending Target Area Expansion (2011

é Legend

z * ]| Expanded Target Area
B Ciigirial Target Area
A

Noimif EDA Approved RLF Boundaries
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Sequestration and
Recovery, 2014-
Present

Capital Utilization
Requirements --—-> the City may
hold only 25% of the fund

- Quarterly Sequestration

Payments
- Started 2006 _ L
Economic Development Administration
- Compl eted 2016 Revolving Loan Fund Semi-Annual Financial Report
. ED-209 Version 4.6
Semi-Annual Reports ersion
Yearly Audlt Grantee Data
Grantee Name: City of Berkeley Contact Person:
Between 2011 a nd 2017, Address Line 1: 2180 Milvia St Contact Phone:
seven loans have been Address Line 2: 5th Floor Contact Email:
. . City: Berkeley EIN: 94-6000299
disbursed with an average ..., DUNS.
va | ue Of $66,428 per |Oa n. Zip Code: 94704 EDA Award Nt
Rcmrt_mg Period: 10/01/2016 - 03/31/2017 [=] 07-39-02523
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Revolving Loan Fund:
Recent Progress

m Small businesses in Berkeley have leveraged the RLF to

create jobs, generate tax revenue, and contribute to
community vitality.

m Currently there are seven active loans, to a diverse set of
Berkeley borrowers.

m To date, there is $208,531 available for lending.




RESEARCH
FINDINGS




Methodology

m Reviewed Program Records (1980-2017)
— Staff Records
- Loan Administration Board Records
- Program Audits
- Semi-Annual Reports

m Conducted Interviews with Loan Recipients
m Studied Neighboring RLF Loan Programs

m Held a Focus Group with Internal City Partners (May
2017)
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Program Impact & Outcomes

m [heloan fund has “revolved” approximately 4.5 times
since its inception in 1980.

m The loan fund has leveraged over $6.2 million dollars in
private investment.

m T[he City of Berkeley’'s RLF program boasts a leverage
ratio of 2.73 (private financing to RLF dollars) for total
loans and 1.37 for current loans.

— For context, this is higher than average: the EDA’s
Seattle regional office portfolio (which includes 83
RLFs) has an average leverage ratio of 2.08 for total
loans and 1.94 for active loans.
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Program Impact & Outcomes

m Loan recipients and applicants receive constructive
technical assistance for their business concerns

m With RLF servicing moving ‘in-house’ to OED,
communications with borrowers have improved

“...Yes, the loan helped
us. The money allowed
us to continue our
prototyping work and
kept us in our Berkeley

workspace...”
-Martin Zemitis, SlingFin
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Alternative Approaches

Other Cities:
— Qutsource the full program (Oakland)

— Pair the lending activity with a Technical
Assistance Program (San Francisco)

- Manage program in-house (Richmond)

E L
CONGRATS!  siGNATURE —___————
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NOTE
17463251 876 74937823222




Program Assets and
Strengths

m The terms offered by the City’s
RLF are more attractive than
comparable loan funds (6.25%
vS. 8-20% interest)

m The Loan Administration Board
benefits from a skilled set of
engaged, skilled commissioners.

m The City of Berkeley is able to
effect a certain degree of ‘local
control’ over the RLF program

m RLF recipients can leverage other
resources
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Program Weaknesses & Threats

m The long period of time between loan application and
closing undermines the impact of the program.

m Despite outreach efforts, knowledge of the program is
limited.

m Servicing monthly loan payments is cumbersome and
time consuming.

m The new presidential administration may discontinue
federal support for the program.

-Joe Aguiar, Anton Salon
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What do the Borrowers Want?

» “Marketing > “Sales
ldeas” Assistance”

» “Visibility” » “Lease

> “Lower Loan Negotiation
Rates” Guidance”

> “Help with » “Working Capital”

Business Growth”



QUESTIONS FOR
CONSIDERATION




4 Key Policy Questions:
Q1:

Is the City willing to make trade-offs in
order to process loans more quickly?

- E.8., Reduce LAB oversight, increase
toleration of risk
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Policy Questions

Q2:

Should the RLF be fully outsourced to an
iIndependent vendor?

- Benefits: More, faster loans;
leverage philanthropy; staff time.

— Trade-offs: Higher interest rates; less
local control.

42



Policy Questions

Q3:
Should the RLF fund be re-capitalized?

- Not urgently needed - still $200K
available - but that could change
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Policy Questions

Q4

Should the City expend more resources to

expand technical assistance for
borrowers?

- Competing priorities
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DISCUSSION

Office of Economic Development
Jordan Klein | 510.981.7534
Eleanor Hollander | 510.981.7536
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