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NONPROFIT LOAN FUND
FACT SHEET 

Purpose of Fund:
The Nonprofit Loan Fund supports small and midsized nonprofit organizations in the 23-county metro Atlanta area, by providing short-term loan financing to cover timing delays in the receipt of funds from grants, government contracts or other highly predictable funding sources.

The Nonprofit Loan Fund supports the Foundation’s goal to strengthen our region’s nonprofits. This is accomplished by (a) improving financial literacy of nonprofits; (b) educating them on the prudent use of loan capital; (c) offering a “user friendly” loan approval process to encourage use of the Nonprofit Loan Fund; (d) establishing an active Advisory Committee made up of experienced nonprofit and finance professionals who are involved in reviewing and approving loans; and (e) preparing nonprofits to achieve greater access to conventional bank capital as they expand.

The Nonprofit Loan Fund builds on and incorporates the successes of the Arts Loan Fund by creating innovative products to support metro Atlanta nonprofits. This is achieved by (a) establishing strong loan program guidelines to diversify risk and limit defaults; (b) prudently using the Foundation’s endowment and donated funds; and (c) involving the banking community as sponsors and partners in the Nonprofit Loan Fund.
Fund Size:
Target $500,000-$600,000; start with $320,000 minimum.
Source of Funds:
Funding is provided by the Foundation’s endowment funds.
Guarantor:
$80,000 covers potential defaults in the Nonprofit Loan Fund and protects the Foundation’s endowment funds. Total reserve funds (guarantor and foundation) are a minimum of 25% of the total fund size.

Sponsors:
Banks provide a minimum total of $50,000 per year to cover operating expenses of the Nonprofit Loan Fund. 

Advisory Board:
A group of seven individuals, at least five of which will be involved with each loan application, has the authority to approve or decline loans. The advisory committee includes representatives from the Foundation, banks, and seasoned nonprofit leaders. In addition to reviewing loan applications, the advisory committee actively publicizes the Nonprofit Loan Fund throughout the metro Atlanta nonprofit community. 

Fund Administrator:
A part-time consultant processes applications, performs underwriting and submits recommendations to the advisory board. The Nonprofit Loan Fund administrator  manages procedures and communications, provides financial training to applicants and borrowers, administers relationships with sponsor banks, assists in marketing the Nonprofit Loan Fund, coordinates with the Foundation’s finance department to ensure proper billing and collection and provides periodic reports to the Nonprofit Loan Fund advisory committee.  The administrator is a seasoned banker with lending experience.
NONPROFIT LOAN FUND
SUMMARY OF LOAN TERMS
Borrower:
A qualified 501(c) (3) corporation incorporated in Georgia and located within the 23-county metro Atlanta area served by the Foundation.  
Borrower Requirements:
1.
At least 3-year operating history as a 501(c) (3) 
2. Operating budget of at least $250,000 but no more than $3,000,000

3. Audited financial statements for two years and an ability to produce interim financial statements

4. At least three independent board members

5. No prior loan defaults from the Foundation’s programs, including Nonprofit Loan Fund
6. Must have been turned down for loan financing from a conventional bank institution

Loan Type:
Bridge loans with repayment supported by contract, grant letter or other highly predictable funding source.

Loan Tenor:
Generally, not to exceed six months; however, term may be up to one year if supported by a contractual source of repayment.  Repayment of the loan is required within 30 days of receipt of the identified source of repayment.
Loan Size:
The minimum loan size is $10,000 and the maximum loan size is $50,000, subject to the following caps:

a) No loan may exceed the lower of $50,000 or 15% of the total Fund Size (note the maximum % may decrease to 10% as the Fund Size increases).

b) No loan may exceed the lower of $50,000 or 2% of the Borrower’s annual operating budget.
Use of Proceeds:
Loans are available for mission-related programming and reasonable overhead expenses, where the cash flow problem is of a timing nature only.

Interest Rate:
Prime + 3% fixed, subject to a floor of 6%.  Interest is paid monthly in arrears.
Loan to Value:
Not to exceed 80% of the identified source of repayment

Collateral:
To be determined, but to include provisions to protect the underlying contractual proceeds supporting the loan.  This may include a 1st lien on certain assets of the borrower, UCC filings, an agreement to assign the contract reimbursements, signed by the funding agency and the borrower, or such other provisions as deemed appropriate. 

SUMMARY OF LOAN TERMS 
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Application Fee:
$50 to be paid when the loan application is submitted.

Origination Fee:
1% of Loan ($200 minimum), deducted from loan proceeds at closing.
Loan Covenants:
Usual and Customary, but to include the following:

1. Negative Pledge - Borrower may not pledge assets, contracts, receivables, etc. to other debt as long as the bridge loan is outstanding

2. Assignment and pledge of the Borrower’s right to payment under the government contract, foundation grant or other contractual arrangement supporting the bridge financing provided by Nonprofit Loan Fund.
3. Provide annual audited financial statements and quarterly unaudited financial statements.

4. Use of proceeds for working capital needs in furtherance of the Borrower’s community mission.

5. Maintenance of 501(c) (3) status.
6. No merger or consolidation with other entities unless the Borrower is the surviving entity.  

7. No material sale, lease or transfer of assets outside the ordinary course of business unless (a) approved by Nonprofit Loan Fund and (b) proceeds are used to immediately repay amounts due under the loan.
8. Recapture provisions and/or springing lien in case of default, whereby Nonprofit Loan Fund could secure repayment of the loan with a % of revenue or operating cash flow and/or UCC filings on all assets of the Borrower.  This covenant will be coordinated with the collateral provisions noted above.
9. If deemed appropriate, a financial covenant based on the minimum operating cash flow of the Borrower on a rolling quarterly basis.

Defaults:
Usual and customary, but to include the following:

1. Failure of borrower to pay any principal, interest or other amounts when due under the loan agreement.

2. False representations and warranties

3. Failure to comply with loan covenants

4. Cross default to other debt agreements, instruments, or contracts that are material to the financial condition of the borrower.

5. Judgment against the borrower, voluntary or involuntary bankruptcy of the borrower. 

Default Interest Rate:
Current interest rate in effect + 2%.

Governing Law:
Georgia

7/22/2011

