City of South Bend Opportunity Fund
FAQs

Are start-ups eligible?

Start-ups are eligible to apply for lending under the Opportunity Fund. These types of
businesses face many challenges, and access to capital can be something that places a
business on the path to success.

However, the underwriting and loan review of these loans should reflect efforts to mitigate
some of the risks of lending to a start-up company. A comprehensive business plan and
supporting documents are expected as part of this process.

How many organizations will be selected?

The City prefers to award a single application—either one organization providing both
lending and coaching or a partnership of two organizations. ldeally, no more than two
organizations under one application will be selected.

Organizations experienced in either category are encouraged to form partnerships with
organizations with complementary experience to provide a robust proposal for small
business support. If an organization is interested in a partnership, but does not have a
partner identified, notify the City by 11:59 PM April 19, 2024, so we may assist in partnering
different interested parties.

Are there target industries that the Opportunity Fund expects to serve through lending and
coaching?

There are no target industries. Any business located and operating within the City of South
Bend is eligible to apply for a loan or business coaching through the Opportunity Fund.
There is a program preference to support businesses from traditionally underserved
backgrounds. To this end, company revenues should generally be below $300,000 annually,
or the company should have less than 10 full-time employees.

Can applicants with an Individual Taxpayer Identification Number (ITIN) apply for the program?

Applicants with an ITIN are welcome to apply under the Opportunity Fund program, but the
underwriting and loan review process should reflect the unique challenges of lending to
those businesses. A strong emphasis should be placed on the company documents being
in order, and start-ups with ITINs may pose unique challenges that will have to be reviewed
on a case-by-case basis.

Are there specific requirements for women-owned and minority-owned businesses?

While the City desires that the Opportunity Fund target underserved businesses for support,
the RFP does not include any specific metrics for women- or minority-owned businesses.



However, this type of information will be tracked as part of the program reporting
requirements with the City.

For organizations submitting a proposal as a partnership, is it necessary to demonstrate a
“proof of partnership” in the proposal?

e Ifaproposalincludes two organizations that are partnering, there should be a written
commitment via an MOU to partner on the Opportunity Fund if selected. The MOU should
be attached to proposal.

e Ifanorganization is seeking a partner, please notify the City by 11:59 PM April 19, 2024, so
we may assist in partnering different interested parties.

Are there any targets for loan terms?

e The Opportunity Fund does not dictate specific loan terms as it is expected that the loan
terms will balance the nature of the financing (working capital, equipment, real estate, or
other), any underlying collateral, and the specific cash flow of the business. While industry
standards should be generally followed, with working capital being shorter and equipment
secured loans being longer, specific loan terms should be tailored to the applicant.

Is there flexibility in the interest rate that can be charged?

e The City desires that the interest rate for loans issued through the Opportunity Fund does
not exceed the target rate of 5%. The City is happy to work with chosen program partner
organization to provide a lower rate. Also, the City encourages an RFP respondent to discuss
in its proposal why an interest rate at a certain level may or may not be attainable. Itisin the
interest of the City that the Program be sustainable, so commentary regarding interest rates
should lend support to this concept.

Are there target percentages regarding program fund usage? For example, how much can be
used for administrative costs, marketing costs, or to assist in lowering loan interest rates.

e The City has not established a target percentage of funding for use in administration and
operations. This allows an RFP respondent the ability to design a program that meets the
City’s objectives and is also appropriate for the respondent organization.

Can the funding provided be used to “pay down” the rate of a lender?

e Regarding the capital provided and lowering the rate, the City does not have a preferred
approach for attaining a lower rate; a loan loss reserve was one mechanism presented that
could be used to lower the interest rate.

In the Overview on page 1 of the RFP: Eligible uses of the funding award include, but are not
limited to, administrative costs for servicing loans, costs associated with business
coaching, and funds to backstop losses for the loan program (i.e., a loan loss reserve). Itis
expected that funds for lending will come from the applicant’s resources, with City funding
used to offset losses, obtain a lower rate for loan recipients, and for administrative costs.



What is the cadence of reporting? (How often would partners report out on coaching activities
and loan funds, etc.)

The City’s partner will provide a quarterly report to the City with updates on program
activities and loan performance during the initial year. The partner will also provide
information to City staff when requested. After the first year or as needed and depending on
partner performance, the reporting frequency may be reassessed (i.e., more or less frequent
reporting).

How will the Program Funds be disbursed?

The initial $500,000 will likely be disbursed at or around the time an agreement is
formalized. This may go into a loan loss reserve account (if this is the mechanism used by
the selected organization) for anticipated loans and into an account for administration and
program expenses.

It should be highlighted that flexibility was built into the RFP to allow a range of proposals,
so there may be other allowable arrangements. The following language is pulled from page 4
of the RFP (“Section V. Program Funding”):

The City anticipates the total three-year funding for the Opportunity Fund program to be
$1,000,000, with a maximum of $500,000 provided for the first year of the program. The City
reserves the right to award more or less than the full amount of funding requested by the
applicant. Eligible uses of program funding include:

Facilitating small business lending through risk mitigation;
Providing business coaching;

Marketing and business recruitment; and

Financing administrative expenses and overhead.

O O O O

Applicants are expected to use their own funding for all or a portion of the loans, with City
funding used to offset losses and cover administrative costs. Loan interest income should
be reinvested to offset potential losses unless the applicant can describe a more
appropriate use for the income. Applicants are required to submit a detailed budget in their
proposals, including the proposed plan to apply the loan interest income.

What is the cadence for Program Fund disbursements?

Up to $500,000 will be disbursed in the first year for Program operations and eligible uses.
The remaining Program Funds may be disbursed over the following 2 years of the 3-year
agreement period. The precise process for individual draws will be determined while an
agreement is negotiated.

Will a slide deck be posted?

The slide deck may be located at *LINK*



Are the expectations that these loans will be unsecured (e.g., no collateral requirements)?

e Loans may be unsecured, butin the interest of sustainability, efforts should be made to
obtain collateral where appropriate. For example, if a vehicle is financed, then a lien should
be placed on the title of that vehicle. If the loan is for working capital, collateral should still
be pursued, butitis not required under the program.

In the interest of a sustainable program, collateral should be pursued to help mitigate
potential losses. However, lacking collateral is a barrier for many small businesses. When a
loan is issued without collateral, written justification should be included in the applicant
file.

Is it correct that you would like to review a loan before final approval?

e The City should be informed on the number and nature of the businesses enrolling in the
program to better shape potential future program improvements. This includes the specific
details of individual loans. This information can be relayed in a number of different ways,
such as a memo, a credit review, or a short biography. The City understands that each
lender may have their own review process already in place with corresponding
documentation, and there is flexibility with how this information is relayed.

Are loans for a single purpose or a mix of purposes? For example, a loan can have a mixture of
equipment, working capital, etc.

e Loans may encompass a mixture of purposes, such as including working capital with
equipment. Loan terms should reflect the nature of the individual loans, the underlying
business, and should be reviewed on a case-by-case basis.

Are these exclusively loan terms or can they be a line of credit?

e Theintent of the program is to provide term loans; however, the program may also include
lines of credit for loan applicants. If the RFP respondent seeks to provide lines of credit to
applicants, the proposal should speak to how specific lines will be managed. However, the
foundational element of the Opportunity Fund program will be term loans.

Are there any minimum credit requirements and credit score?

e Thereis no minimum credit requirement. However, pulling credit profiles with the intent to
assist the loan applicant in improving their respective profile will be part of the program.

Are sole-proprietors eligible?

¢ Yes. The business applying for a loan must be a legal business entity such as a sole
proprietorship, partnership, corporation, or limited liability company.

Will the City assist with bilingual marketing?



e Yes. The City has resources to assist with bilingual marketing.

Are the Opportunity Fund loans eligible for admin cost? (such as overseeing a potential
partnership)

e Yes. Eligible uses of Opportunity Fund program funding include:
o Facilitating small business lending through risk mitigation;
o Providing business coaching;
o Marketing and business recruitment; and
o Financing administrative expenses and overhead

Can business coaching be virtual?

e Coaching may be virtual, but the City prefers there be an in-person coaching option as well.
Business coaching should designed to meet the needs of each business. For example,
online meetings may be appropriate for some businesses, but in-person meetings may be
appropriate for others.

Can funds be used to enhance an existing program, or do they have to be applied towards a
new program?

e The City does not have a preference on using funds to enhance an existing program or to
create a new program, so long as the program meets the goals and target metrics outlined
in the RFP.



