Headwaters Fund Board Meeting Agenda

May 18, 2010
12:30-3:00PM

Prosperity Center – Conference Room

520 E St., Eureka

1.
Opening (12:30 p.m.)
a. Approval of April 20, 2010 minutes

b.   Public comment on non-agenda items
2.
Review of Grant Making Outcomes and new Grant Fund Application(12:35)



Discussion
Break (1:50)

3.
Review of Agenda for Public Forum 5-27-10  (2:00)


Discussion


Action

4.  Revolving Loan Fund Contract Revision (2:15)



Discussion


Action

5.   Closing (2:45)

a.   Staff updates – new contract language relevant to grantee reporting, follow up  with HSU grants to the Office of Economic and Community Development
b.   Confirmation of future meetings:  June 15, July 20
AGENDA DETAIL 

AGENDA ITEM 2

DISCUSSION

Discuss draft versions of the new Grant Making Criteria and the desired economic outcomes the Board will be looking for in evaluating future grant applications and the new Grant Fund application for 2010-11. Below is the summary of economic outcomes defined by the Evaluation Committee:
· Benefits the Targets of Opportunity or base industry clusters:

· Develops strategies for economic development

· Reduces regulatory bottlenecks for business retention or creation

· Provides access to external markets or plugs the economic leaks

· Retains and grows existing businesses

· Provides workforce training

· Creates economic development infrastructure

· Increases the number of new businesses through supporting entrepreneurship and innovation

· Leverages future funding or projects

· Reduces poverty by helping people accumulate assets

AGENDA ITEM 3
DISCUSSION
Review draft agenda for the public forum. Discuss changes or additions.

ACTION

Approve agenda for public forum on May 27, 2010.
AGENDA ITEM 4
DISCUSSION
At the Headwaters Fund Board Meeting in October,  2008 the Board approved a request from AEDC for an increase in their Revolving Loan allocation from $1.5m to $3m. This is the maximum amount allowable and RREDC, the other Revolving Loan Fund contracting agency, is contracted for $3m.
Following that approval, in June of 2008, the 2007-2008 fiscal-year audit by the external auditors to the County was released. In that report, the auditors noted that they were unable to determine if the county received loan repayments promptly, if the correct amounts were being remitted and what cash was on hand at AEDC that belonged to the County.  

Since that time, County staff has worked closely with AEDC and are now receiving reports that account for all Headwaters Funds disbursed to AEDC and their appropriate allocation. Loan payments are being remitted to the County by the 15th of the following month and AEDC has established and is using a separate account for tracking Headwaters Fund cash as required by their agreement. 
However, in the more recent 2008-09 AEDC audit completed by Jackson and Eklund, there were some findings that could be of concern to Headwaters Fund loans. These findings specifically related to the valuation of collateral on loans and internal controls. 
Based on that 2008-09 audit, the external auditor to the County, the County Auditor and Headwaters staff determined that it would be appropriate to hire a third party impartial auditor to conduct a review of Headwaters loan funds at AEDC for the fiscal year 2008-09. In addition, it was recommended that County Counsel review contract language  to make recommendations to clarify and refine reporting requirements. The existing contracts were extended through June 2010 to allow for these steps.
A CPA was hired to determine if substantial progress had been made in correcting the deficiencies noted in the 6/30/08 Humboldt County audit, the relevance of the 6/30/09 findings of Jackson and Eklund’s AEDC audit on Headwaters Loan funds, and if AEDC is in compliance with the terms stipulated in the Revolving Loan Fund Lender Agreement between the County of Humboldt and AEDC. 
That audit has been completed. It has been reviewed by the external auditor to the County, the County Auditor’s office and Headwaters staff. The consensus is that the report does show that AEDC is now following the correct procedures as outlined in the contract.

County Counsel has also finished his review of the contracts and made recommendations. He has clarified the language around payments being made by the following month, the timing of payments being made back to the Headwaters Fund and appropriate procedures for line of credits.
In June Headwaters staff will return to the Board of Supervisors for a three year contract approval with RREDC and AEDC for the Revolving Loan Fund.  AEDC is still requesting in increase in their allocation to $3m.
County Auditors and staff have found ways in which AEDC was not upholding their contractual obligations, and AEDC has made adjustments and corrected the errors. They were not intentional mistakes on AEDC’s part, but rather procedures they had always followed. Once the Auditors pointed out the problems, AEDC responded to County staff’s requests to make changes.
AEDC currently has $1.2 million in Headwaters Funds loaned out. In fiscal year 08-09, they underwrote $1.1m in Headwaters loans compared to RREDC’s $50,000. To date in 09-10, AEDC has underwritten an additional $321k. It is unlikely that RREDC will be underwriting any new Headwaters Fund loans this year. AEDC has been highly successful in getting Headwaters funds out into the community. They have never had a loan loss with Headwaters funds. Since the beginning of their contract in 2004, they have underwritten over $2.3m in loans which have created an estimated 100 jobs and retained 138.  
ACTION
Vote on whether or not to proceed with a recommendation to the Board of Supervisors to increase the AEDC Headwaters Revolving Loan Fund allocation from $1.5 million to $3 million and to renew the contracts with AEDC and RREDC for another three years.
QUARTERLY FINANCIAL REPORT
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 Loan Programs

Revolving Loan Fund Community Investment Fund

AEDC RREDC Total Community Industry Total

Number of Active Loans 13               7                     20                2                  -    2                

Current Loan Balance* 1,258,035 $  1,847,908 $     3,105,944 $  805,346 $     - $            805,346 $   

Received This Quarter

Principal 186,885 $     19,841 $          206,725 $     - $          

Interest 19,406 $      25,987 $          45,393 $       3,438 $        3,438 $       

*  Headwaters Fund portion (only) at end of quarter CIF loans: Airport Runway, Terminal

 Grant Programs

Numbers Dollar Amounts  

Grant activity summaryAwarded* Open Awarded* Open

Mini Grants 1 4 1,000 $        7,000 $       

CIF 1 3 195,833 $     425,000 $    

GF 5 16 87,711 $       703,844 $    

*Awarded grants, without contracts

 Fund Balances*

3843 Revolving Loan Fund $6,093,410 FY 09/10 Operating Budget

3844 Loan Loss Reserve 360,000 $       

Budget:  188,450 $     % Expended

3846 Community Investment Fund

2,820,317 $       YTD Expenses: 111,189 $     59.00%

3847 Liquidity Fund 5,979,968 $    

3848 Grant Fund 577,712 $       

3848 Initiative Fund 638,405 $       

Total $16,469,812 *Interest posted through 1/10
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		Quarter:						January - March 2010

		Loan Programs

								Revolving Loan Fund								Community Investment Fund

								AEDC		RREDC		Total				Community		Industry		Total

				Number of Active Loans				13		7		20				2		-		2

				Current Loan Balance*				$   1,258,035		$   1,847,908		$   3,105,944				$   805,346		$   - 0		$   805,346

				Received This Quarter

						Principal		$   186,885		$   19,841		$   206,725								$   - 0

						Interest		$   19,406		$   25,987		$   45,393				$   3,438				$   3,438

				*  Headwaters Fund portion (only) at end of quarter												CIF loans: Airport Runway, Terminal

		Grant Programs

								Numbers								Dollar Amounts

				Grant activity summary				Awarded*		Open						Awarded*		Open

						Mini Grants		1		4						$   1,000		$   7,000

						CIF		1		3						$   195,833		$   425,000

						GF		5		16						$   87,711		$   703,844

												*Awarded grants, without contracts

		Fund Balances*

		3843				Revolving Loan Fund				$6,093,410				FY 09/10 Operating Budget

		3844				Loan Loss Reserve				$   360,000				Budget:				$   188,450		% Expended

		3846				Community Investment Fund				$   2,820,317				YTD Expenses:				$   111,189		59.00%

		3847				Liquidity Fund				$   5,979,968

		3848				Grant Fund				$   577,712

		3848				Initiative Fund				$   638,405

		Total								$16,469,812						*Interest posted through 1/10

						Asset Balances 3/31/10

						RLF				$   9,199,353

						Loan Loss				$   360,000

						CIF				$   3,625,664		(see below)

						Liquidity Fund				$   5,979,968

						Grant Fund				$   577,712		(grants payable)

						Initiative Fund				$   638,405

								Balance including receivable:		$   19,742,697

						CIF balance				$   3,625,664

						less St. Jo's				300000

						less Panamnik				50000

						less MLPA				200000

						less broadband				75000

								Balance after Obligations:		$   3,000,664
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