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Nick Egger-Bovet, Beneficial State Bank & Radicle Impact
Dominik Mjartan, Optus Bank
Ceyl Prinster, Colorado Enterprise Fund
Tom Soto, Aura

Questions
• Landscape of CDFI-friendly fintechs?
• Considerations for CDFIs partnering with fintechs?
• How do CDFIs advocate for responsible lending practices and
ensure algorithms don’t enforce bias?
• How can CDFIs work to address accessibility issues (mobile and
broadband, potential closing of bricks and mortar)
• How should we ensure that services are accessible on mobile
devices and not expanding the digital divide?

Payments

Financing

Investments

FinTech

Big Data

Risk management

Blockchain/
Cryptocurrency
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Partnering with Fintechs
Nick Egger-Bovet
Beneficial State Bank & Radicle Impact

Beneficial State Bank
Our Mission
To change the banking system for good, build prosperity in our communities, and restore the environmental
commons through
beneficial banking.

Mission Driven Lending & Practices
At least

Advocates for Change

Unique Ownership Structure

75% of our loans must go to
changemakers
Do no harm
approach

Fair & Transparent
Products, Practices, and Reporting

Profits flow back to the

communities we serve

Radicle Impact
Our Mission
To change the venture industry for good.

Early stage impact
venture capital fund

22
companies backed

Systems approach
focused on root causes & high leverage
solutions

Key Focus Areas

Partnering with Fintechs – Internal Assessment
• Where are you now? What gaps
in your technology currently
exist?
• What are your strategic
priorities? Where would you like
your organization to be?
• What products/services do your
clients need and what can you
reasonably deliver?
• Prioritize!

Partnering with Fintechs – Identify Opportunities
• What Fintechs are out there that
can help your organization
achieve your goals?
• Which priorities require fintech
solutions?
Behavioral Economics & Consumer Insights

Partnering with Fintechs - Due Diligence & Integration
• Key Considerations

• Corporate history, qualifications, references
• Management Team

• Financial condition

• What stage is the company?
• Who are the investors?
• How much $ have they raised & when?

• Data and Information Security

• Who owns customer data?
• How much sensitive data is being shared?
• Does the fintech have sufficient data security protocols
in place?
• If credit related, what factors are included in the
underwriting algorithm?

• Service delivery capability

• How well does the product/service fit?
• Difficulty/time expectation for integration

• Pricing
• Legal and regulatory compliance
• Disaster recovery/business continuity

• How vital is this partnership to your business?

Contact Information
Please feel free to contact me with any questions:
Nick Egger-Bovet
negger-bovet@beneficialstate.com
(510) 550-8425

Ceyl Prinster, President & CEO
CDFI Institute - Fintech Panel
March, 2019
Helping small business make it BIG

our mission
our

mission

To accelerate
community prosperity
by financing and
supporting

entrepreneurs and
small businesses

Creating big opportunities for small business. www.coloradoenterprisefund.org
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When banks say NO, CEF says YES
our impact

$82
Million

loaned to
small businesses
as of FY2018

53%
Low-income
borrowers

2,500

50%
Women
borrowers

To accelerate
community
Minority
prosperity
borrowersby
financing and
supporting
entrepreneurs
Hours
Of business
coaching
and
small
businesses

26%

13,300 18,000

Loans

Jobs

To new and existing
businesses

Created or retained

CEF borrowers lack adequate access to bank or other mainstream financing
Creating big opportunities for small business. www.coloradoenterprisefund.org
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our credentials


Largest nonprofit small business lender serving Colorado for
42 years



Certified CDFI since 1995



SBA Microloan Intermediary since 1992



Funding from banks, foundations, government entities, and
nonprofit investors



Nationally rated for impact, financial strength and
performance by Aeris



Award winning for service to community

Creating big opportunities for small business. www.coloradoenterprisefund.org
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our organization
23 FTE staff - all based
in Colorado

Loans sizes range from
$1,000 -$500,000

Convenient online
application
process

Average loan size:
$58,000

Business advising
available for free
or low cost to all
borrowers

$25M portfolio of
630 loans outstanding
$34M Total Assets

Creating big opportunities for small business. www.coloradoenterprisefund.org
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our clients
Restaurants
Manufacturing
Breweries
Salons
Retail Stores
Tech Firms
Food Producers

Food trucks
Contractors
Service Businesses
Day Care
Outdoor Products
Grocery Stores
Food Products

Creating big opportunities for small business. www.coloradoenterprisefund.org
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our loan programs









Microenterprise - loans up to $50K
Small Business – loans $50K - $500K
Commercial and Business Real Estate
SBA Community Advantage
Healthy Foods Financing (HFF)
Veteran Loan Program (VALOR)
Business coaching, advising and resources

Creating big opportunities for small business. www.coloradoenterprisefund.org
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Loan Production
+26%

# of Loans

+54%

$ Production
(in millions)

217

FY16

235

174

FY17

$9.3

(in thousands)

FY16

FY17

FY18

+10%

# of Active Loans
+14%

$58

$51

FY17

$8.9

FY16

FY18

$ Average Loan Size

$43

$13.7

550

FY18

Creating big opportunities for small business. www.coloradoenterprisefund.org

FY16

611

551

FY17

FY18
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Organizational Capacity

Creating big opportunities for small business. www.coloradoenterprisefund.org
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Technology

Creating big opportunities for small business. www.coloradoenterprisefund.org
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Overview
March 2019
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OUR NEW NAME: AURA
At AURA, we see you.
AURA is a name chosen with great intention. Your AURA, like your
credit score, may seem invisible, but it matters a lot. We have committed to
making the seemingly invisible role of credit approachable, visible, clear,
transparent, easy to understand and fair for all.
Most financial institutions see borrowers as a number, a risk, a reflection of past. This
says nothing about their potential and where they can go.
The difference for us -- we see your AURA, not your credit score. We see you, your
potential, and your dreams -- and we will help you get there. We want to connect
with
our hearts, not our minds.
We know that applying for a loan and taking that first step towards building
credit is difficult, sometimes emotional process. Our borrowers simply want
to be able to make a better life for themselves and their families, see their
hard work pay off, and achieve their dreams. AURA is here to make sure that
borrowers feel less alone, lost, or vulnerable on their financial journey.
This is about justice and fighting for the underdog. Our borrowers
are like my parents. No one believed in them, but they had great potential.
Just because someone doesn’t check the right box or have the right credit
score doesn’t mean they’re not worthy. In my heart, everyone deserves a
chance. That’s fair. That’s justice.
And that’s why at AURA, we will always fight for you.
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AURA Helps Working Families Build Credit and Improve Their
Financial Health
Our Customers
(Click on Testimonials Below)

AURA’s customers are
hardworking and need access to
credit building products
More than 150,000 customers
have already trusted AURA

AURA loans can help with
anything from rebuilding credit to
moving expenses to emergencies

“If I could describe the loan in
one word, I would say amazing.
I’ve seen such a difference in my
life.”
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Problem: 138 Million People in America are Struggling, Living
Paycheck to Paycheck and Lack Access to Capital from Banks

57% of American adults are
struggling financially(1)
47% of Americans say they
either could not cover an
emergency expense
costing $400, or would
cover it by selling
something or borrowing
money(2)

NUMBER OF CREDIT CONSUMERS WITH FICO SCORE BELOW 660
< 1 million

1–2
million

2–3
million

3–5
million

Note: Figures in millions.
(1) CFSI: Understanding and Improving Consumer Financial Health in America.
(2) Federal Reserve: Report on the Economic Well-Being of US Household in
2017.
(3) Federal Reserve Bank of New York.
(4) CFPB: The Consumer Credit Market, December 2015.

Of 284MM in the U.S.
credit economy, 138MM
Americans are financially
underserved

5+ million
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94MM Americans, or 33%,
are nonprime, limiting
access to
affordable credit(3)
Another 45MM are credit
invisible or unscorable(4)

Problem: The Options Available to Non-prime Borrowers are
Expensive and Predatory
Annualized Cost to Borrow
Prime
Options

200-800%

Non-Prime Options

Max
APR

65-430%

60-200%
30-100%
8-30%

10-36%

Installment Loan

Credit Card

30-59%

INSIKT

88%

SubPrime Credit Bank ST Loan
Card
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Secured Card

Online
PayDay Loan
Installment Loan

Problem: Payday is Ubiquitous with 23,000 Storefronts, but
Flawed; the Loans are Structured for Customers to Fail, Rather
than Succeed
Payday Debt Over Time
$5,000

$4,000

Accrued Interest from
additional loans
required to pay off
previous loans

Loan Amount: $1,000
APR: 403%
Loan Term: 2 weeks
Total Cost: up to $4,000 with need for
additional loans to “roll-over” prior loans

$3,000

$2,000

$1,000

$0

0

2

4

6

8

10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

48

50

52

Weeks

Check Used as
Collateral

Lenders are “first in
line” to be paid

High Fees

400%+ APR for the
12MM U.S. consumers
who take out payday
loans annually

Rapid Due Date

Typically one lump
sum payment with 2
week due date

Unaffordable

Only 14% of payday
customers can afford
to repay their loans
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Abusive
Collection

False threats,
intimidation and
harassing calls

Harmful

Average customer uses
8 payday loans and is
indebted for 5 months

Our Solution: An Installment Loan that is Fair, Simple and
Transparent, with Fixed Payments Tied to the Borrower’s Pay
Cycle
Payment

$1,000
Loan amount

Term

Bi-weekly payment

Origination fee
Total cost of the loan
Borrower pays back

Interest rate / APR

12

$54
$70
$281.50
$1,281.50

36% / 46%

$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$54
$39
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Our Solution: Using Technology, AURA Powers Lending at 1,200
Locations Across 100 Businesses
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Each Loan Includes Personalized Financial Education
 Many customers don’t know where they stand; AURA provides their
credit score and educates them on what’s in their credit report
 AURA also provides a personalized budget and educates customers on
their DTI and how much they should save
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Impact: AURA Helps Customers Build and Repair their Credit
Scores, and Creates a Path to the Financial Mainstream
After 3 successful loans, a customer can build to a FICO score of

67%
points

660+

of customers with 2 loans increase their score by

312 points

78% of customers with 3 loans increase their score by 410
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Since 2014, We’ve Saved Our Customers Over $277 Million in
Potential Fees from High Cost Alternatives
Average Savings per Loan:

Saved in Interest & Fees:

Total Loans Made:

$1,259 - $378 = $881

$277MM+

315,000+

Total Cost of $1,350 Loan

Alternatives to AURA’s $1,350 Avg. Loan by Provider Type
3,000
6.7x

2,500

6.5x

Loan Alternatives Cost up to

6.7x More Than AURA

2,000
4.0x

1,500
$ 2,536

3.3x

$ 2,466

2.8x

1,000
$ 1,509
500
-

1.0x
$ 378
INSIKT

Interest
Rate

1.8x

1.7x

1.7x

$ 678

$ 660

$ 649

Auto Title

Storefront
Installment

Pawn

Wtd. Avg Cost
of Alternatives

59%

58%

57%

103%

$ 1,066

35%

Online Payday

186%

Storefront
Payday
181%

Online
Installment
120%

Rent to Own

89%

Notes: Inputs reverse engineered based on 2017 CFSI Oportun Total Cost of Loan Whitepaper and adjusted for AURA state mix and loan size.
Provider mix: Payday 17%, Pawn / Auto 38% and Installment / Rent to own 45%. Loan count as of October 9th, 2018; assume an average loan size
of $1,350.
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$ 1,259

AURA has Earned High Customer Satisfaction and Loyalty
Company

NPS Score

90

73% Repeat Customer Rate

88
82
78
77
47
11

8
3
2
-24
Source: Customer Guru and NPS Benchmarks.
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Here’s What Our Customers Are
Saying…

“The more money I can invest in my
business, the more shoes I can sell. The
more shoes I am able to sell, the more
money I make which is good for me and
my family.”
-

Maria, Los Angeles

“If it wasn’t for the loan, I would not be
enrolled in City College daycare courses. I
was not able to afford the tuition fees.
Hopefully soon I can finally start a business
from my home.”

- Irela, Oakland
“Taking out the loans have helped me
rebuild my credit. I felt like the interest rate
was excellent. It was very easy for me to
pay back. I would say the loan has been a
blessing for myself and for my family.”
- Phyllis, Union City

Result: A Lending Model that Regulators and Community
Leaders have Embraced

An entity is to be certified as a CDFI once it meets all
seven requirements for eligibility, including
promoting community development and serving
target populations. Institutions like [Aura] that seek
to provide low cost capital to economically
developing communities can qualify.”

“[Aura] serves a crucial need for low-income families
that are frequently denied by banks for basic credit
to access capital responsible.”
- Grace Napolitano, Member of Congress

- Charlie Crist, Member of Congress

“There are 18 stores throughout my district, where
they currently serve some of the most disadvantaged
communities in Los Angeles.”
- Jimmy Gomez, Member of Congress

[Aura] seeks to raise the bar on lending standards
and economic opportunity in low income
communities by providing responsible, affordable,
credit-building loans to help families establish and
build basic credit.”
- J. Luis Correa, Member of Congress
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Policy Ideas
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Scale Requires Capital: How To Encourage Private Sector Capital
to Fund Loans to Working Families
Tax Exemptions / Credits for Investors (banks, high net worth) to Help Fund
Loans, Enabling Scaling Up
 State: Provide a credit or exemption on interest on investments in bonds or
debt instruments from CA taxpayers to CDFIs and Pilot Program Lenders
 Federal: Advocate for the same policy at the federal level for US taxpayers
 Impact: Unlock billions in debt capital to help fund the loans needed to serve
the underserved
 Efficiency: $1B in private sector investment at 5% coupon at 10% CA tax rate
would generate $5 million in taxable income which equals 200:1 ratio; Every
$1 of tax incentive, generates $200 of private sector investment
At Federal Level, Enable CDFIs to be Opportunity Zone (OZ) Certified
Businesses
 This would unlock billions in private sector equity capital to fund new lenders
so they can scale up their operations

Access Matters: Payday lending has 23,000 storefronts. Too easy to find a
payday loan. How do we encourage innovating that expands access and
access points?
 Encourage bank partnerships so banks can lend their branch networks to
compete
Aura Proprietary & Confidential – Page 26

What is happening locally and nationally?
 5% Risk retention rule from Dodd-Frank becomes the new
standard in securitization; now requires banks to have “skin in the
game” on mortgages and other financial assets
 LA County Board of Supervisors commissioned a study by their
office of financial empowerment to research and promote
alternatives to payday
 CRA Reform
 OCC Bulletin 14; US Bank’s new product
 FDIC publishes RFI to address how banks can offer small dollar
loan alternatives to payday loans
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CA’s Pilot Program is a Model Program with Strong Consumer
Protections including Ability-To-Repay (ATR) Underwriting
The Pilot Program is working to reduce reliance on payday lending; in 2017,
total $ of payday lending in CA declined 29%
 Pilot Program has 36% rate cap on small loans, 35% rate cap on large loans,
and 10+ consumer protections including ATR
 Idea: Make the Pilot Program permanent to solve the problem of high rate big
loans (e.g. title lenders, online, etc.); this change would extend the 10+
consumer protections built into the pilot program into all loans $2500-$7500
Nationally and in other states, the Pilot Program should be the model for
others to follow
 Under Trump, the CFPB gutted the payday rule’s key provision: ability to repay
underwriting; the pilot program has a higher standard on ATR than the CFPB
would have required
 Idea: Encourage other states to adopt the Pilot Program
Access Matters. Innovation and Technology is Needed to Make Good Loans
more Accessible so they can disrupt payday lending’s 23,000 store footprint
across America
 Encourage new models and innovation via: 1) Partnerships with Banks and 2)
Sandbox Idea (from AZ)
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