CUSTOMIZING
HEDERAL & STATE
LOAN GUARANTEE PROGRAMS

JUNE 2012




The authors very much appreciate partial funding for this project provided by the Southern Califor-
nia Business Development Corporation (“SCBDC”), Community Reinvestment Fund, and Los Ange-
les LDC, Inc. Helpful input was received from various participants and presenters that attended the
workshop, which was convened by the Federal Reserve Bank of San Francisco Los Angeles Branch
on June 15, 2012. We were pleased to see a wide range of participants - California state agencies,
U.S. Department of the Treasury, U.S. Small Business Administration officials, California Treasurer’s
Office, business banking lending representatives, executives of community development financial
institutions, California Financial Development Corporations, commercial finance lenders, and other
individuals with extensive knowledge regarding the industry. In this regard, special thanks are due to
Don Graves, Deputy Assistant Secretary for Small Business and Community Development and Hous-
ing, Jonathan Greenblatt, Special Assistant to the President and Director of Social Innovation and
Civic Participation, Steve Rolfe, Chief Credit Officer of ProAmerica Bank, Mitch Jacobs, Founder of
On Deck Capital, Frank Altman, President Community Reinvestment Fund, Fred Mendez RABO Bank,
Michael Paparian, Executive Director of California Capital Access Program; Robert Villarreal, CDC
Small Business Finance, Ray Mendoza President of California Economic Development Lending Initia-
tive, Victor Parker, District Director U.S. Small Business Administration Los Angeles, Derek Davison,
FI Consulting, and Ralph Lippman, California Community Economic Development Association. Addi-
tional suggestions were provided by our colleagues, Mike Klowden, Milken Institute and John Nelson,
Wall Street Without Walls. The authors also thank Melody Winter Head and Scott Turner of the Federal
Reserve Bank of San Francisco, Fran Campione of the Milken Institute Research Group, and Teresa
Isago of the Los Angeles LDC for all of their invaluable support. However, all the views expressed in
this report are those of the authors.

ABOUT THE SOUTHERN CALIFORNIA BUSINESS DEVELOPMENT CORPORATION

The SCBDC is a corporation focused on those lending and investing activities that are solely
limited to those permitted to be undertaken by Community Development Corporations consis-
tent with the policies established by the Office of the Comptroller of the Currency, the Federal
Reserve Board, the California Department of Financial Institutions, and any other relevant reg-
ulatory authorities. The SCBDC is a significant investor in the community development finance
activities of the Los Angeles LDC, Inc. The shareholders of the SCBDC are regulated financial
institutions that serve the low income and distressed communities in California.

For access to this report and any additional information included in the statistics or charts,
please visit: www.losangelesldc.com/schdc

This report is printed due to the generosity of :

CiITY NATIONAL

BANK
The way up.” K.



TABLE OF CONTENTS

Section 1: Introduction
Section 2: Background
Section 3: Findings

Section 4: Conclusions
Suction 5: Suggestions

AUTHORS

Glenn Yago
Paul Pryde



INTRODUCTION




Experts have long recognized that credit risk is
largely responsible for the financing problems faced
by so many small businesses. In October 2007, the
Federal Reserve Board’s “Report to Congress on the
Availability of Credit to Small Businesses” stated:

“The concerns of the Congress and other policy-
making bodies about small business financing
stem from the perception that small firms have
more difficulty gaining access to credit sources
than do large businesses or other types of bor-
rowers. The source of this difficulty may be the
greater riskiness of small firms and the associ-
ated high costs of evaluating and monitoring
credit risks, or it may be inefficiencies in markets
that hinder pricing of risk or impede the effective
pooling of risks. To the extent that private-market
impediments or inefficiencies are the source of
any difficulties for small business financing, poli-
cymakers may focus on changes that reduce
these constraints.”

On June 14-15, 2012, the San Francisco Federal
Reserve Bank, in cooperation with the Milken Insti-
tute, the Los Angeles Local Development Company,
Capital Access Group, and Wall Street Without Walls,
hosted a two-day meeting to examine an innovative
proposal for addressing small-business credit risk.
The workshop, “Customizing Federal and State Loan
Guarantees,” brought together approximately 60 in-
vestors, lenders, and public officials to explore the
potential of using SBA and other federal guarantees
to “wrap” or “enhance” state loan-guarantee and in-
surance programs. The hybrid strategy would improve
publicly sponsored efforts to support credit for small
businesses in four important ways:

e First, a hybrid program would combine the
credit quality and capacity of federal guaran-
tee programs with the flexibility and simplicity
of state initiatives. Thus, it could attract more
lenders than state or federal programs alone.

e Second, hybrid programs would allow states to
target and tailor federal guarantees more effec-
tively to market needs. This would improve the
performance of federal guarantee programs in
achieving policy goals.

e Third, state programs generally achieve less
leverage per dollar of public cost than federal
programs. Thus, hybrids would enable states
to use their credit-enhancement dollars more
efficiently.

e Finally, hybrid programs are likely to make
more types of credit available to more borrow-
ers, thus increasing their value in strengthening
state economies and creating jobs.

Under the plan, states would pay any added loan-de-
fault costs incurred by the federal government as a
result of enhancing or wrapping state programs.

This report on that workshop is divided into four sec-
tions.

e Section 1, Background |looks at the principal
differences in federal and state loan guaran-
tees, especially how the costs of these pro-
grams are financed.

e Section 2, Findings sets forth the business
and policy issues that must be addressed if
“customization” is to become a practical ap-
proach to small-business lending.

e Section 3, Conclusions identifies the key ele-
ments of a customization strategy capable of
responding to these policy and business chal-
lenges.

e Section 4, Recommendations proposes spe-
cific ideas, actions, and initiatives that should
be part of a customization program.
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BACKGROUND

Every year, the federal government makes or guar-
antees more than $1 trillion in loans for homeowners,
farmers, businesses, and individuals. According to
Douglas Eliott of the Brookings Institution, at the end
of FY 2010, outstanding federal loans and guarantees,
including credit extended by Fannie Mae and Freddie
Mac, stood at more than $8 trillion. To put this figure
in perspective, the federal government’s credit expo-
sure is almost equal to the combined assets of the five
largest U.S. banks. Of this $8 trillion, over $2 trillion
represented loan guarantees extended to businesses,
farms, students, and homeowners.

Until 1990, the federal government used cash ac-
counting to budget the cost of credit programs, a
method that produced significant distortions. On the
one hand, direct loans appeared to be as expensive as
grants, even though most loans would be repaid. On
the other hand, loan guarantees appeared to be free
even though some guarantees would produce losses.

However, since the passage of the Federal Credit
Reform Act (FCRA) in 1990', the federal government
has used accrual accounting to budget the cost of
credit programs. Now, under FCRA, Congress must
appropriate an amount equal to the net present value
of the expected costs—primarily default losses and in-
terest subsidies—of federal credit programs. This ap-
propriation is called the credit subsidy.

There is no doubt that accrual accounting gives poli-
cymakers and managers a more accurate picture of
the costs of federal loans and guarantees than cash
accounting provides. However, especially for loan-
guarantee programs—which appeared to be free un-
der the former accounting method—the need to ap-
propriate money to pay losses that may not materialize
for many years appears to have created a bias toward
the least-risky loans.

While tighter and more risk-averse underwriting can
reduce program costs, it can hinder federal efforts to
address market failures and increase investment in
underserved markets. This is especially important in
view of the fact that most federal credit assistance
now takes the form of guarantees rather than direct
loans. For example, for FY 2013 only $1.1 billion of the
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Small Business Administration’s $25 billion in credit
assistance—about 4 percent—uwill take the form of di-
rect loans.

One way to make federal small-business guarantees
available to more borrowers, especially underserved
firms, is to shift credit-subsidy costs to state and lo-
cal governments—and to the private sector. This ap-
proach is, in many ways, simply an extension of cur-
rent practice. For example, the U.S. Department of
Energy operates a loan-guarantee program to encour-
age funding of innovative energy projects. Similarly,
the U.S. Export-Import Bank provides guarantees that
protect exporters and their lenders from financial risk.
The cost of these programs is paid entirely by fees
levied on borrowers and lenders.

Credit-enhancement programs that make small-
business lending safer and more profitable have par-
ticular importance today. In California, for example, the
number of small-business loans has contracted by 40
percent since 2005. It should be noted that this con-



traction is not only larger than the national average but
concentrated in loans of less than $250,000, the size
of loan that many small firms need. In addition, the
state ranked sixth in bankruptcies as a percentage of
business establishments. Not surprisingly, long-term
joblessness (greater than 52 weeks) within California
is by far the largest category of unemployment.

In response to perceived gaps or deficiencies in fed-
eral programs, almost every state and many localities
have instituted their own loan-guarantee and insur-
ance programs to benefit small businesses. However,
unlike the federal government, states are generally
prohibited from pledging their credit on behalf of pri-
vate interests. This means that a state loan-guarantee
program is backed solely by funds contributed to a
reserve account. The state is not legally responsible
for the obligations of its loan-guarantee programs.
Because lenders have no recourse to the state itself,
state programs are often overcapitalized, holding
large enough reserves to withstand even catastrophic
losses. For example, in California, the Small Business
Loan Guarantee Program? holds $1 in reserves for
each $5 in credit exposure. For the same $1, SBA can

provide about $65 in guaranteed lending.

It appears that using state funds to pay SBA’s subsi-
dy costs rather than for deposits to the state’s reserve
account could yield two important benefits. First, it
would enable states to offer stronger guarantees while
using fewer dollars. Second, it would improve the ex-
tent to which federal guarantee programs increase
capital flows to underserved firms without increased
federal cost. The impact of this small change should
be significant.

Last year, under the State Small Business Credit Ini-
tiative (SSBCI)3, the Treasury Department awarded
$1.4 billion to 54 states and territories to strengthen
small-business guarantee and insurance programs.
Nationally, about $1 billion remains unused. As of De-
cember 2011, California had employed less than $10
million of its $168 million allocation. Many other states
have also found SSBCI funds difficult to deploy. Us-
ing them to finance the credit-subsidy costs of SBA or
other federal guarantors could potentially produce al-
most $65 billion in financing for small businesses and
create or save more than 2 million jobs.
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1.

SBA is, by far, the largest and most important
source of credit support for small businesses.

a.

In 2013, SBA is expected to provide almost
$25 billion in credit support through multiple
programs.

Together, the Export-Import Bank and U.S.
Department of Agriculture provide only about
10 percent of SBA’s volume.

2. SBA programs, especially its flagship 7(a) guar-
anteed loan program,* can be difficult for small
lenders to employ successfully.

a.

SBA can refuse to honor its guarantee if a
lender breaches the agency’s rules regard-
ing loan and borrower eligibility, documenta-
tion, and servicing. Although SBA reports that
recent changes have increased the percent-
age of approved requests to 95 percent, the
program nevertheless involves “claims” risk or
costs that some smaller lenders find unaccept-
able.

To fulfill SBA’s extensive compliance require-
ments, larger lenders typically establish

dedicated SBA lending divisions. However,
because smaller banks can rarely afford such
specialized business units, they are less likely
to make frequent use of SBA guarantees.

. A significant number of lenders use SBA guar-

antees to improve the profitability rather than
the availability of small-business loans. Risk
aversion on the part of the federal government
and lenders appears at least partly responsible.

a. Using SBA guarantees for comparatively safe
loans allows lenders to benefit from the liquid-
ity and capital efficiency of SBA loans while
minimizing the danger that high delinquency,
default, and loss rates will jeopardize their sta-
tus in the Preferred Lenders Program.®

b. SBA can minimize its cost to taxpayers by limit-
ing eligibility for guarantees to lenders, borrow-
ers, and loans that pose limited default risks.
Some past efforts to expand credit to risky
borrowers, such as Community Express, have
resulted in dramatically increased costs.

c. According to many lenders, SBA-guaranteed
subordinate debt would meet an important




market need. However, OMB circular A-129,
“Policies for Federal Credit Programs and
Non-Tax Receivables,” specifically discour-
ages loans in which the federal government
assumes a subordinate position. Agencies do
not, however, always follow OMB’s guidance.
For example, under the SBA’s Certified Devel-
opment Company or 504 Program, the federal
government guarantees subordinate deben-
tures issued to provide fixed-asset financing to
eligible firms.

4. The Treasury Department’s State Small Busi-

ness Credit Initiative gave states $1.4 billion for
innovative credit-support programs. While the
program allows states to finance alternatives to
SBA programs, the slow rate at which SSBCI
funds have been deployed creates the risk that
undisbursed funds will be forfeited.

a. By law, Treasury may withhold any SSBCI funds
not disbursed within two years after the signing
of a state’s allocation agreements.

b. California’s amended allocation agreement,
signed in May 2011, divided the states $168
million in SSBCI funds equally between CalCAP,
the state’s portfolio-insurance program, and the
State Small Business Loan Guarantee Program
(SBLGP).

c. As of June 2012, the state is estimated to have
used $10 million of its allocation. If CalCAP and
the SBLGP are unable to use an additional $37
million in SSBCI funds by the end of May 2013,
California may lose up to $112 million in SSBCI
funds.

5. The underuse of SSBCI funds may be partly

caused by structural features of approved pro-
grams.

a. Capital access programs (CAPs)® are unattract-
ive to many low-volume lenders because accu-
mulated loan-loss reserves may not be sufficient
to cover losses. Larger, high-volume lenders
have not yet become major users of CAPs, in
part because the SBA Express Program offers a
more attractive alternative. For this reason, Cal-
CAP and other CAPs across the country have
used only a small part of their SSBCI alloca-
tions.

b. Loan-guarantee programs, such as SBLGP,

do not offer the same benefits as SBA guar-
antees. For example, unlike SBA guarantees,
state guarantees cannot easily be sold in the
secondary market. Moreover, regulators require
lenders to hold more capital against state-guar-
anteed loans than against SBA loans.

While state programs typically entail less com-
pliance complexity than SBA programs, some
lenders have experienced difficulty in securing
full payment of losses on defaulted loans. Along
with the limited capital backing, this makes
state programs less attractive as a source of
risk mitigation.

6. Customization may help states create hybrid

credit-enhancement platforms that offer lend-
ers the best features of SBA and state pro-
grams. However, such programs will probably
need the approval of the OMB, SBA, and Trea-
sury Department.

a. OMB Circular 129 stresses the importance of

contracts that protect the government’s interest.
Any expansion of the risks assumed by federal
credit programs may require OMB review.

b. SBA often tests innovative uses of its guaran-

tees through pilot programs. State custom-
ization of those guarantees may require SBA
approval.

c. The SSBCI statute and policy guidance are si-

lent on the use of SSBCI funds to finance costs
associated with using federal guarantees to
enhance state programs. Explicit Treasury ap-
proval for such a use may therefore be required

7. Some states may find customization unattract-

ive if it imposes additional costs on state agen-
cies or undermines existing efforts.

a. Developing a customization program may
strain state budgets. For example, securing
federal approval to use SSBCI funds to pay
federal credit-subsidy costs may place an ad-
ditional burden on limited SSBCI administrative
funds.

b. Customization may divert resources from
established state credit enhancement, thus
risking limited state resources on an unproven
strategy.



1. Customization can increase the capacity and
appeal of state credit-enhancement programs.
In addition, using SSBCI money to fund cus-
tomization programs may help reduce the risk
of losing undisbursed funds.

a. As of December 2011, CalCAP and SBLGP
had used about $5.6 million in SSBCI funds
to support about $57 million in loans to small
businesses. Given current reserving policies
and practices, lending under the two pro-
grams will have to reach over $1 billion by
May 2013 in order to avoid the potential loss of
California’s remaining allocation.

b. In many other states and localities, significant

a. Direct financing would involve the use of state

or private funds to deposit money in the appro-
priate account of the federal credit agency.
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Indirect financing entails the use of public or
private assets to collateralize federal guaran-
tees. For example, loan-loss reserves estab-
lished under state-sponsored capital access
programs might be used to collateralize SBA
loan guarantees.

alterations to SSBCI-financed programs may 4. Policymakers should consider a variety of op-
be needed to avoid the risk of adverse action tions for financing direct payments and collat-
by Treasury. Customization is among the op- eral accounts.
tions that states should consider.
a. Risk-based interest rates and fees. Cash flows
2. Federal agencies may be able to use their au- from loans can be used to make credit-subsidy
thority to conduct pilot programs to organize payments or deposited in collateral accounts.

efforts to customize loan guarantees.
b. Unused SSBCI funds. With Treasury approval,

a. Pilot programs typically permit the testing of states may draw down unused SSBCI funds to
innovative or novel forms of small-business fi- collateralize private financing if the proceeds
nancing that are statutorily permissible but not are employed for an approved CAP or other
allowable under current policy and regulations. credit-support programs. For example, SSBCI

funds might be used as security for a private

b. SBA has used this authority to test programs,
including Community Advantage and Express
Loan Programs.

3. The credit-subsidy costs associated with cus-
tomization can be covered through direct or in-
direct financing.

loan to a loan-loss account that, in turn, would
use the proceeds to collateralize a federal loan
guarantee for a small business. To illustrate, a
state might transfer $10 million in SSBCI funds
to a loan-guarantee program’s reserve fund.
The state could then borrow an additional $10
million in private funds, bringing the total as-



sets of the reserve fund to $20 million. The $10
million in private borrowing would be secured
by the $20 million in reserve fund assets. As-
suming that each $1 of reserve fund capital
could back $20 in federal guarantees, (about
30% of SBA’s leverage) the entire $20 million
would then be used to back small-business
loan guarantees totaling $400 million.

illion $10 million
I Funds &Y private loan g\ AULE
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i $20 million pledge
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c. Program-related and impact investments.

Instead of SSBCI funds, financing from founda-
tions and institutional investors may be em-
ployed to collateralize federal guarantees or to
make credit-subsidy payments. Under certain
conditions, foundations may be able to use
their endowment funds to buy market-rate debt
issued to finance collateral accounts or to make
credit-subsidy payments to federal agencies.
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Private debt. Special-purpose companies
(SPCs) could be established to collateralize fed-
eral guarantees or to make credit-subsidy pay-
ments. These SPCs might be financed through
the issuance of a collateralized loan obligation

(CLO) backed by the cash flows from federally
guaranteed or insured loans. In most cases,

a small interest surcharge on the guaranteed
loans should be sufficient to make required
interest and principal payments on the CLO.

e. Foreign investment. Policymakers should con-
sider use of EB-5 (Employment-Based Immi-
gration) investments to finance federal subsidy
costs or to provide collateral for federal guar-
antees. The EB-5 program provides temporary
visas for immigrants who invest a minimum of
$500,000 in a business that directly or indirect-
ly creates 10 U.S. jobs.

f.  Tax credits. California’s 20 percent tax credit
through Treasury’s Community Development
Financial Institutions program is a potential
source of financing for credit-subsidy pay-
ments or accounts that collateralize federal
guarantees.

5. Technical assistance can help to reduce bor-
rower defaults. As such, the funding of technical
assistance should be considered a legitimate
strategy for reducing credit-subsidy costs.

a. Consideration should be given to financing
“post-closing” technical assistance through
transaction fees. These fees could be included
in loan proceeds and repaid by the borrower
over time.

b. Borrowers who agree to post-closing techni-
cal assistance should have part of the cost
rebated or offset in the form of reduced interest
rates or easier repayment terms. Loans that al-
low borrowers to defer the repayment of princi-
pal are an example.

6. Best-of-breed technology is important to the
success of customization.

a. Using electronic technology to collect, store,
and analyze loan and lender data will permit ac-
curate analysis and pricing of risk. This will en-
sure that credit-subsidy and collateral require-
ments are established at appropriate levels.

b. Technology will also lower costs and facilitate
the standardized underwriting, servicing, and
documentation that will permit lenders to meet
the requirements of regulators and investors
for securitization programs.



1.

Organize a pilot program in three to five states,
including California, to test the customization
of SBA and other federal guarantees.

a. The pilot programs should be designed to pro-

vide forms of financing not generally available
or affordable to small businesses and produce
at least $100 million in financing for under-
served borrowers over five years.

Sponsoring states should be required to
demonstrate the capacity to provide the credit-
subsidy payments or collateral required for five
years of guaranteed lending.

Within sponsoring states, the program should
initially be limited to a relatively small group of
CDFls and banks with a history of successful

small-business lending.

Guaranteed lending under the program should
be restricted to borrowers and loans meeting
eligibility criteria proposed by each lender and
approved by SBA.

2. Require lenders in pilot programs to employ a
common technology-based platform for origi-
nating and administering loans.

a.

b.

A common platform will also allow lending
costs to be distributed among lenders, fa-
cilitate compliance with SBA rules, and allow
program modifications and enhancements to
be made quickly and uniformly.

A common platform will also ensure the stan-
dardization required for accurate pricing of
loans and credit subsidies as well as for secu-
ritization.

3. Establish a special-purpose company (SPC) as
the financing vehicle for the customization pro-
gram.

a.

The SPC could take a number of forms but
would have the authority to issue notes and
bonds and to serve as the repository for cash

C.

and other assets required to collateralize SBA
guarantees or to make credit-subsidy pay-
ments.

SPC assets, whether collateralizing SBA guar-
antees or deposited in an SBA account, would
be used to buy all defaulted loans under the
pilot program. Only after the depletion of SPC
assets would SBA funds be used to purchase
defaulted guarantees.

A firm selected by participating lenders and
approved by the sponsoring state agency
should manage the SPC. ldeally, the manage-
ment firm should have a financial interest in the
SPC.

If permitted by Treasury, employ unused SSBCI
funds to finance the SPC.

a.

Nationally, about $1 billion of the $1.4 billion

in SSBCI funds allocated to states remains un-
used. The use of some of these funds to sup-
port the pilot program appears to be consistent
with the SSBCI statute and Treasury policy
guidance.

Use the “qualifying loan or swap funding facil-
ity” provision of the SSBCI statute to leverage
private financing. Under current rules, states
can draw down SSBCI funds to collateralize
private financing if the proceeds of the trans-
action are used to support an approved pro-
gram.



ENDNOTES

' The Federal Credit Reform Act of 1990 (FCRA)
was enacted as part of the Omnibus Budget
Reconciliation Act of 1990 and was intended

fo improve the measurement of the budgetary
costs of federal credit programs.

2 The California Small Business Loan Guarantee
Program resembles the Small Business Admin-
istration’s Guaranteed Loan Program. It provides
a partial guarantee of small-business loans
made by banks and other eligible lenders.

8 The State Small Business Credit Initiative
(SSBCI) was part of the Small Business Jobs
Act of 2010. It provides states with $1.5 billion
to strengthen programs that support lending

fo small businesses and small manufacturers.
SSBCI was designed to spur up to $15 billion in
lending to small businesses. Participating states
use SSBCI funds for programs that leverage
private lending to help finance small businesses
and manufacturers that are creditworthy, but are
not getting the loans they need to expand and
create jobs.

4 Under the 7(a) program, SBA typically guar-
antees 50 percent to 85 percent of loans to
eligible small businesses. Upon loan default,
SBA will buy the guaranteed portion of the loan
from the lender.

° Under the Preferred Lenders Program (PLP),
SBA delegates the final credit decision, liquida-
tion authority, and most responsibility for servic-
ing to carefully selected lenders.

6 A CAP is a loan portfolio insurance program.
Under CAPs, when a lender originates a loan,
the lender and borrower contribute a portion of
the loan or line of credit, from 2 percent to 7 per-
cent, to a reserve fund in the lender’s name. The
state matches the combined lender/borrower
contribution, and sends the state contribution to
the lender-held reserve fund. Each lender’s total
CAP reserve fund is available as cash collateral
to cover losses on all loans in the lender’'s CAP
portfolio. Loans are originated and serviced by
the lender, and the lender may make claims to
withdraw from the reserve for losses incurred
through default.
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SUPPORTERS

Southern California Business Development Corporation - a for profit community development corporation
with a mission to establish and build an investment fund to foster and stimulate community development and
job creation in Southern California, and particularly in the City of Los Angeles, by making debt and/or equity
investments in small businesses which have growth opportunities and do not qualify for conventional financing.

Main Street Capital BIDCO - a for profit corporation, in formation, with a mission to promote community de-
velopment in distressed and underserved communities throughout the state of California by making, either di-
rectly or through local development corporations, debt and/or equity investments in small businesses that have
growth opportunities but may not qualify for conventional financing.

Community Reinvestment Fund USA - a national non-profit organization that helps to improve the lives of
disadvantaged people and strengthen distressed communities through innovative finance.

CONVENERS

Federal Reserve Bank of San Francisco — The Federal Reserve System
conducts monetary policy in the pursuit of maximum employment, stable
prices, and moderate long term interest rates. The twelve Reserve Banks
supervise and regulate banks and the financial system, protecting con-
sumer credit rights, maintaining stability in the financial markets, manag-
ing payments systems, and providing financial services to banks, govern-
ment, and foreign financial institutions. Locally, the “Fed” convenes on
community economic development issues; reporting on research analysis
that explains policy implications.

MILKEN INSTITUTE

[

The Milken Institute - is an independent economic think tank whose mis-
sion is to improve the lives and economic conditions of diverse popula-
tions in the United States and around the world by helping business and < Wigp
public policy leaders identify and implement innovative ideas for creating < %
broad-based prosperity. We put research to work with the goal of revitalizing &
regions and finding new ways to generate capital for people with original e = E -
ideas. n D ALL ¢

Wall Street Without Walls - connects capital market institutions and finan- 7
cial products with organizations engaged in community economic devel- M S
opment in low and moderate-income communities, both urban and rural.

Capital Access Group, LLC is a minority-owned consulting and financial “‘;\ CAG
advisory firm specializing in financial innovation for the community devel- ‘,&"
opment and economic development finance industries. It has particular

expertise in the creative use of public policy and structured finance to

reduce the risk and costs of loans to emerging domestic market firms.

Los Angeles LDC, Inc. — is an independent non-profit community devel-
opment financial institution with a mission to provide capital and advisory
services to foster positive community development impacts in distressed
neighborhoods by aligning the needs of our borrowers and investors. \ Community Development Financial Institution
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SCBDC Manager

Michael Banner

Los Angeles LDC, Inc.

1200 Wilshire Boulevard, Suite 404
Los Angeles, CA 90017

Phone: 213-362-9111



