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Questions

Landscape of CDFI-friendly fintechs?

* Considerations for CDFls partnering with fintechs?

How do CDFls advocate for responsible lending practices and

ensure algorithms don’t enforce bias?

How can CDFIs work to address accessibility issues (mobile and
oroadband, potential closing of bricks and mortar)

How should we ensure that services are accessible on mobile
devices and not expanding the digital divide?



Big Data Risk management

Blockchain/
Cryptocurrency




THE FINTECH ECOSYSTEM
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Unbundling of a Bank
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Base Case: Global Marketplace Lending Can Reach $290 Billion by 2020, With Expect
Compound Annual Growth Rate of 51% From 2014-2020

Global Marketplace Loan Issuance ($billions)
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Global FinTech investments, 2014-2017
(USD, number of deals)

2242
2128 38.9bn

1895

30.0bn
26.8bn

19.9bn

2014 2015 2016 2017

B Less than S100m  mew Over $100m Number of Deals

Source: FinTech Global FINTECH




© Japan Innovation Network

Global investment in fintech (US$ million)

J Ready for take off?
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16 people $757,000 is
invest with loaned by
Betterment Lending Club

3.3 Million
people use
AliPay for a

transaction Every gl Hour

$4.2 Miilion is in FinTech...
processed by
Square
Registers

S60k+ is pledged
to KickStarter
rojects

5000+

9,000+ P2P 637k is loaned 4450 US auto transacnons. are
money transfers ¢ srrel insurance executed using
are executed via quotes are BitCoin

venmo - given online




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 Advocates for Change Unique Ownership Structure

: Founding Shareholders
beneficial state foundation

Certified
Kat Taylor & Tom Steyer
100% of economic interest 1009% of voting stock

At least 75% of our loans must go to
changemakers AT LR

Corporation
@ beneficial state bancorp

globql alliance .
Do no harm for banking 6. T
approaCh on VOlUQS \\‘*-,_ eneficial state ban

Fair & Transparent

Products, Practices, and Reporting

$A Profits flow back to the
Tl communities we serve

COMMUNITY DEVELOPMENT
BANKERS ASSOCIATION



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

3
@ Good Food

Create an equitable and
regenerative food system that
promotes healthy diets,
regenerates soil and ensures

acCess

I
“" Good Money

Build a fair and transparent
financial services system with
fairly priced credit, products

that promote savings and

greater transparency

% Good Energy

Develop a sustainable and just
energy system with a resilient
grid, efficient energy use and
clean generation, supply chains
and transportation

N

Diversity, Equity & Inclusion

Improve gender and racial representation in leadership; share power with marginalized groups and sustain biodiversity

Empowerment

Increase individual and community choices to enable upward mobility, self-determination, and mutualism

ﬂ radicle impact

4=

Resilience

Build resilient communities and protect naturally resilient ecosystems to respond to and recover from adversity




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!

Level of
Potential
Benefits*

H

M

. Digital Player
. Digital Leader

" Acsesced as

Quick Win Medium Term

©
o0
ee

e
e

09| ©®00

12519

percentage of address

L M

Difficulty of Implementation
(technology maturity, operational risk)

each financial technology can target

Source: Accenture Research

able cost base (e.g., % of distribution costs, % of processing
costs) andlier the addressable revenues pool (e.g.. % of net interest income, % of non interest income)

Financial Technologies

Channels:
o Video-based advisor
o Mobile imaging for staff
6 \oice recognition

O Mobile imaging for consumers

Lines of Business:

0 Advanced credit analytics

0 Customer analytics

@ Fintech as a service

0 FFM

Bank Platforms & Processes:

@ Cloud computing

@ Core payments engine renswal

9 Biometrics authentication

0 Chatbets
6 APls

(B mobile wallets

@ Real time low value payments

@ Robo-advisory

m Robotics process automation

@ Blockchain

loans, payments, security,

Strategic Priorities

Mortgages, commercial
lending, PFM, student

operating efficiency

Gaps in Existing
Technology

Opportunities for
Fintech Investment

Key Leaders

C-Suite
Staff




Partnering with Fintechs — Identify Opportunities

e What Fintechs are out there that

can help your organization

achieve your goals?

* Which priorities require fintech

solutions?

Behavioral Economics & Consumer Insights
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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?

* |f 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?

Risks
Strategic .

Compliance .
Reputational -
Interest Rate E

Liquidity :
Cyber

Planning, implementation, scalability
Legal and regulatory requirements

Errors, delays, omissions, fraud, breaches
Errors, inaccurate assumptions

Service disruptions, settlement delays

+ Disruption, malware

/

Monitoring - Assessment

Management NV

Risk

Vendor ]




Contact Information

Please feel free to contact me with any questions:

Nick Egger-Bovet
negger-bovet@beneficialstate.com
(510) 550-8425

E radicle impad G beneficial state bank


mailto:negger-bovet@beneficialstate.com

colorado %

enterprise fund

Creating big opportunities for 11

SINNA

business.

Ceyl Prinster, President & CEO
CDFlI Institute - Fintech Panel
March, 2019

Helping small business make it BIG
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our mission enterprise
fund

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

our impact

S82

Million

loaned o

53%

Low-income
borrowers

50%

Women
borrowers

26%

Minority
borrowers

small businesses
as of FY2018

2,500

To new and existing
businesses

13,300 18,000

Jobs
Created or retained

Hours
Of business coaching

CEF borrowers lack adequate access to bank or other mainstream financing
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our credentials emgépnse

- Largest nonprofit small business lender serving Colorado for
47 years

= Certified CDFI since 1995

» SBA Microloan Intermediary since 1992

= Funding from banks, foundations, government entifies, 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 enterprise

fund

Creating big opportunities for small business. www.coloradoenterprisefund.org
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our clients enterprise

fund

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

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


https://www.coloradoenterprisefund.org/loans/

o
colorado e®

Loan Production

enterprise

# of Loans +26%

217 235
174

FY16 FY17 FY18

S Average Loan Size

(in thousands)

+14%

sq3 951 °%

FY16 FY17 FY18

fund

$ Production +54%
(in millions)
$13.7
$9.3 8.9

FY16 FY17 FY18

# of Active Loans +10%

550 551 611

FY16 mFY17 FY18

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




©
colorado e®

Organizational Capacity enterprise

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



colorado e®

Technology enterprise
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We support big dreams.

We support sm a 1 1

business.

colorado %

enterprise fund
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OUR NEW NAME: AURA

At AURA, we see you.

AURA is a name chosen with great intention. Your AURA, like y .
credit score, may seem invisible, but it matters a lot. We have cofgimitted t
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 p .
says nothing about their potential and where they can go. ‘ ," T BRI

The difference for us -- we see your AURA, not your credit score. We see you, your K,
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 b
credit is difficult, sometimes emotional process. Our borrowers simply
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.

. B
-----
" -e

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.

Aura Proprietary & Confidential — Page 13 aura
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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.
Ive seen such a difference in my
life.”

Aura Proprietary & Confidential — Page 14 aura


https://www.dropbox.com/sh/hlzqt0is6edgaa9/AAABW9VeBRVxP7FkvNB0cIeta/01 - Miriam?dl=0&preview=Miriam_2+min_Lendify.mp4&subfolder_nav_tracking=1
https://www.dropbox.com/sh/hlzqt0is6edgaa9/AAABW9VeBRVxP7FkvNB0cIeta/01 - Miriam?dl=0&preview=Miriam_2+min_Lendify.mp4&subfolder_nav_tracking=1
https://www.dropbox.com/sh/hlzqt0is6edgaa9/AABVMdhAXr0_eyoH5NAJk1pqa/02 - Xavier?dl=0&preview=Xavier_60+Sec_Lendify.mp4&subfolder_nav_tracking=1
https://www.dropbox.com/sh/hlzqt0is6edgaa9/AABVMdhAXr0_eyoH5NAJk1pqa/02 - Xavier?dl=0&preview=Xavier_60+Sec_Lendify.mp4&subfolder_nav_tracking=1
https://www.dropbox.com/sh/hlzqt0is6edgaa9/AAA1JFdScRgfuhWwzCE4Gp7La/05 - Phyllis?dl=0&preview=Phyllis_60sec_NEW.mp4&subfolder_nav_tracking=1
https://www.dropbox.com/sh/hlzqt0is6edgaa9/AAA1JFdScRgfuhWwzCE4Gp7La/05 - Phyllis?dl=0&preview=Phyllis_60sec_NEW.mp4&subfolder_nav_tracking=1
https://www.dropbox.com/sh/hlzqt0is6edgaa9/AAAxgDuVe7PsUfs2AdeXCWJ-a/04 - Phillipe?dl=0&preview=Phillipe_60+secs_Lendify.mp4&subfolder_nav_tracking=1
https://www.dropbox.com/sh/hlzqt0is6edgaa9/AAAxgDuVe7PsUfs2AdeXCWJ-a/04 - Phillipe?dl=0&preview=Phillipe_60+secs_Lendify.mp4&subfolder_nav_tracking=1
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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®

47% of Americans say they
either could not cover an
emergency expense
costing $400, or would
cover it by selling
something or borrowing
money®)

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

NUMBER OF CREDIT CONSUMERS WITH FICO SCORE BELOW 660
underserved

million million million

94MM Americans, or 33%,

are non- prime, limiting
Note: Figures in millions. +(3
(1) CFSL Understanding and Improving Consumer Financial Health in America. access to affo rda ble Cred It( )
(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. AnOther 45M M are cre

Aura Proprietary & Confidential — Page 15 invisible or unscorable(aura
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Problem: The Options Available to Non-prime Borrowers are
Expensive and Predatory

Annualized Cost to Borrow

i - . 200-800%
P':'me Non-Prime Options
Options

65-430%

60-200%
=- --------- : 30-100% =----8-8:/----= .
| _30-59% | - | —o0h :
8-30% 10:36% i 1 ! i |
Installment Loan  Credit Card | aurd ISubPrime Credit | Bank ST Loan | Secured Card Online PayDay Loan
LendinaClub : : Card : TSbank : Installment Loan
=iendingblld CHASEQ 1 opitrrun ! ' ank. 1 -
- EOH _ 2 -
; - | OPRRTUN = | E/evate o
PROSPER! CItl — DISCOVER
SoFl Bankoi:merica Cr?(!'i';qne Bankof:merica, AC&”‘ ACE Casn Bwsess’
7 Merrick Bank’ % - Netcr (?dlt ﬂash‘mﬁ:ﬂ’

ran®
citl e
’.’, “ AAAAAAAAAAA
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Aura Proprietary & Confidential — Page 16 aura
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Problem: Payday is Ubiquitous with 23,000 Storefronts, but
Flawed: the Loans are Structured for Customers to Fail, Rather
$3,000

than Succeed

$2,000

N IIIIIII
$0

18 20 22 24 26 28 30 32 34 36 38 40 42 44 46 48 50 52

Weeks

Harmful
Average customer uses

| Total Cost: up to $4,000 with need for — - —-previousloans. — -

Payday Debt Over Time
$5,000
'''''''''''''''''''''' I ©~AccruedInterest from™ 1
: k?:a; Qon;%unt $1.000 : : additional loans :
$4,000 | Loan Term: 2 weeks : : required to pay off :
|
|

I addltlonal loans to “roll-over” prior loans

EVY /. YOY®RY R

Check Used as High Fees Rapid Due Date Unaffordable

Collection
False threats,
intimidation and
harassing calls

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

Collateral
Lenders are “first in
line” to be paid

Typically one lump Only 14% of payday
sum payment with 2 customers can afford
week due date to repay their loans

8 payday loans and is

Aura Proprietary & Confidential — Page 17
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Our Solution: An Installment Loan that is Fair, Simple and

Transparent, with Fixed Payments Tied to the Borrower’s Pay
Curla

Payment Schedule Payment Application Loan Balance

Payment Number Payment Date Payment = Paid Principal + Paid Interest Balance After Payment

01/29/2018 $1,070.00
1 02/16/2018 $54 $35.01 + $18.99 $1,034.99
$ 1 OOO 2 03/01/2018 $54 $40.73 = $13.27 $994.26
4 3 03/16/2018 $54 $39.29 + $14.71 $954.97
Loan amount
4 04/01/2018 $54 $38.93 . $15.07 $916.04
5 04/16/2018 $54 $40.45 + $13.55 $875.59
Term 12 6 05/01/2018 $54 $41.05 = $12.95 $834.54
7 05/16/2018 $54 $41.65 + $12.35 $792.89
8 06/01/2018 $54 $41.49 = $12.51 $751.40
Bi-weekly payment 9 06/16/2018 $54 $42.88  + $11.12 $708.52
10 07/01/2018 $54 $43.52 + $10.48 $665.00
11 07/16/2018 $54 $44.16 + $9.84 $620.84
Origination fee $70 12 08/01/2018 $54 $44.20 + $9.80 $576.64
13 08/16/2018 $54 $45.47 + $8.53 $531.17
14 09/01/2018 $54 $45.62 + $8.38 $485.55
Total cost of the loan $281.50 15 09/16/2018 $54 $46.82  + $7.18 $438.73
Borrower pays back $1,281.50 16 10/01/2018 $54 $47.51 + $6.49 $391.22
17 10/16/2018 $54 $48.21 + $5.79 $343.01
18 11/01/2018 $54 $48.59 = $5.41 $294.42
Interest rate / APR 36% / 46% 19 11/16/2018 $54 $49.64 +  $4.36 $244.78
20 12/01/2018 $54 $50.38 + $3.62 $194.40
21 12/16/2018 $54 $51.12 + $2.88 $143.28
22 01/01/2019 $54 $51.74 + $2.26 $91.54
23 01/16/2019 $54 $52.65 + $1.35 $38.89
24 02/01/2019 $39 $38.89 i $0.61 $0.00

Aura Proprietary & Confidential — Page 18 aura
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Our Solution: Using Technology, AURA Powers Lending at 1,200
Locations Across 100 Businesses
| | |

* pROSPERA |

Cardenas

Aura Proprietary & Confidential — Page 19 aura



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

Hey Miguel, did you know that having a 'Lendify
good credit score can help you buy a car?

Your credit score is 538 is a poor score.
Don't worry, you can improve it!
Poar air Good Excellent
.
300 580 &70 40 850

Here’s why having a better

What is a credit score?

credit score matters. @ Is a number between 300 and

Maria and Michael both take out a 5 year 850. Itis one of the factors used

auto loan for §5,000. s by lenders to determine hew
=, likely you are to make payments

Maria - Credit score: 781 on time.
Maria actively monitors her credit report and takes actions

to improve the score. As a result, she qualified for a low

interest loan

Can | improve my score?
Yes, you can!

. Check your credit report
and make sure they are no
mistakes

Interest rate: 4% a
Menthly payment: $92

Total interest paid: $526 a

-

P

. Reduce the amount of debt
you owe

Michzel - Credit score: 500

Michael doesn't qualify for low interest loan. He did not

monitor his credit report, and wasn't aware of problems

negatively impacting his score.

. Pay your bills an time

s

. Pay your missed payments
and stay current

Interest rate: 20%
oY payiatis L Learn more by reading our online guide
aTml interest paid: $2,914 to building and understanding credit.

057  http:jbit.ly/lendifycreditedu

Y Remember this

Ahigher credit score can
save you a lot of money!

We're here to help.
Please don't hesitate to call us.

% (888) 211-4207

You have $510 in total missed payments.

You have missed payments on 6 account(s).
Accounts are reported by creditors and lenders when you take out credit (e.g. loans and
credit cards). Here are the top 4 that need your attention.

1 [ 5
. Lendify - :;;OGUT:}:;I 123456789
Amount Owed: 540 E Status: 30 days late

Account #: 123123123
Type: Credit card

H Bank of America

Amount Owed: 5200 Status: 60 doys late
B Medica i :c;:urcn : Ttsgrsarsg
' ype: Lollections
Amount Owed: $60 i Status: Sent to DebtCollect
. ) .
n Sprint i :‘;':"E‘ : gtsvs:ml
' ype: Collections
Amount Owed: 540 ! Status: Sentto CollectCo

O

¢+ Did you know that paying your account(s)
on time can improve your credit score?

What should I do now? —
/' Check that this information is accurate.
v Contact your creditor and settle your debt.

+/ Make your payments on time. to call us.

+/ Read our online guide to better understand
and build your credit.

Visit: http://bit.ly/lendifycreditedu

Yendify

We're here to help!
Please don’t hesitate

Qo (888) 211-4207

Save for a rewarding future. Lendify

Read the sections below to see how you can save manthly.

How much can | save?

Step @ Step @
Based on the information you have provided us,

N Mow take your remaining money and subtract
here is a breakdown of your manthly expenses:

it by your personal expenses to calculate the
amount you can save this month.

Monthly income +52,000
Remaining money +51,300
Estimated tax credits +5300
Personal expenses - 4§
Deli axyerisag gt W Food/groceries -4
& Car payments -50 & Transportationfgas - . §
Y Lendify loan payments -475 2 Clothing o
Other loan payments - 5200
n P B Other expenses =%
B Credit card payments -$28 (Tavel, medical, entartainmant]
(Estimarad)
Living expenses - $700 Amount | can save:
% Telephone bill - §50
& Rent - 5600
o How well did | save?
9 Utilities -§50
A healthy habitis to Others with your income
"""""""""""""""""" save $200 amonth.  typically spend $1,m
.. {10%% of pour i | .
Remaining money $1,300 [T Lo, (it b
Do | have too much debt? Your DTI

Debt-to-income ratia (DTI) tells you how much debt you
owe each manth versus how much income you earn. 0/0
Why is DTl important? Lenders use this when they are

deciding onwhether to approve you for a loan.

How to lower your DTI

¥ 10% 0% 100%
Pay off exisiting  Aveid taking UseFEpdit
¥ i
debt early on more loans ‘amn:g::he" (The lower your DT, the better]

Have questions? Give us a call. (888) 211-4207
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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 660+
67% of customers with 2 loans increase their score by 312 points
78% of customers with 3 loans increase their score by 410

660+
600

Before 1st loan After 1st loan After 2nd loan After 3rd loan
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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: Total Loans Made: Saved in Interest & Fees:

$1,259 - $378 = $881 315,000+ $277MM +

Alternatives to AURA's $1,350 Avg. Loan by Provider Type

3,000
c
S 6.7
AX .
§ 2,500 6.5x Loan Alternatives Cost up to
o 6.7X% More Than AURA
- 2,000
o
k7
(@)
Y 1,500
S
o
|—
1,000
500
TNICTKT Online Payday Storefront Online Rent to Own  Auto Title Storefront Pawn Witd. Avg Cost
Payday Installment Installment of Alternatives
g‘atte; est 35% 186% 181% 120% 89% 59% 58% 57% 103%

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 9%, 2018 assume an average loan size

of $1,350.
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AURA has Earned High Customer Satisfaction and Loyalty

Company

NPS Score

[ 1 @)
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SoFI

90

a ra

88

affm

82

i LendingClub
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&

77

’

47

Google

11

Capital(Ol;

[Ebhank

fa*OneMain
Financial

Bankof America

=

Source: Customer Guru and NPS Benchmarks.
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713% Repeat Customer Rate

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

aura
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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.”

——

C,ERTIFIBO

“[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 / /*
(-Mn

i

“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

S
70
wln ent

of e

—— T
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ura] 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

Aura Proprietary & Confidential — Page 25 aura



A NIA { edber=w, [ [ /7] NN TR/ NCUE R ENEINS IV N A N

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 aura
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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.qg. 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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