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I. AT-A-GLANCE 

This Jump Start Loan Program (Jump Start) Financial Development Corporation (FDC) Policy 
Manual provides instructions, examples, directives and requirements for initiating loans and 
managing defaults in the Jump Start program that is managed by FDCs that are approved by 
IBank to participate in the Jump Start Program (Jump Start FDC).   
 
Jump Start FDCs are to use this manual as procedures for the Jump Start program, and to 
frequently visit IBank’s Small Business Finance Center (SBFC) website at 
http://ibank.ca.gov/smallbusiness.htm for the most current version of the manual, updated 
forms, and latest directives and requirements.  Jump Start FDCs should also ensure IBank is 
kept informed of changes to the Jump Start FDC’s primary Jump Start FDC contact 
information.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Jump Start Loan Program 

Term Loans from $500-$10,000 

Small Businesses in Low-Wealth Communities 

Payable by Borrower: 
Interest Rate: Prime + 5%  

FDC Fee: 3% of Loan Principal Amount 

Small Business Finance Center  
(916) 341-6600 – SBFC@ibank.ca.gov  

http://ibank.ca.gov/smallbusiness.ftm 

Loan Type 

Eligibility 

Interest & Fees 

Reporting 

Contact 

Monthly: 
Jump Start Monthly Report 

Via Email: SBFC@ibank.ca.gov 

 

http://ibank.ca.gov/smallbusiness.htm


 

 IBank Jump Start Program FDC Policy Manual  2 

II. JUMP START PARTICIPATION REQUIREMENTS 

Jump Start is a loan and financial literacy/technical assistance program targeted for small 
businesses in low-wealth communities.  By targeting only low-wealth communities, the goal is 
to enable more small businesses to start, grow, and sustain their businesses, and make mini-
micro-loans (Loans) available to low-wealth entrepreneurs, including low-wealth businesses 
owned by women, minorities, veterans, persons with disabilities, and persons previously 
incarcerated.   

Business Requirements 
 
 

 Must be a small business, or individual(s) becoming a small 
business, licensed in California. 

 Located in a low-wealth community: 

o Jump Start is available only in a community located in 

both: 

o a county within California with a per capita personal 

income equal to or less than 115% of statewide 

average per capita income 

o a city or unincorporated area within such county 

with an unemployment rate equal to or greater than 

the statewide average unemployment rate 

 Low-wealth individual is defined as: businesses owner(s) with 
annual income equal to or less than the statewide average per 
capita income   

 Loan proceeds must be used in the State of California 

Authorized Loan Types 
or Uses 
 
 

 $10,000 maximum loan(s) amount per business 

 $500 minimum loan amount per business 

 Term of up to 5-years, fully amortized  

 Eligible use of loan proceeds may include:  

o    Start-Up and Ongoing Costs 

o Acquisition or leasing of; real property, buildings, 
machinery, equipment and inventory 

o Construction or repair of: buildings, machinery and 
equipment, tenant Improvements 

o     Jump Start Fees 
 Ineligible use of loan proceeds may include: 

o     Working capital, debt refinance 

Interest Rate & Fees 

 Interest Rate: Prime + 5% 
o Prime Rate is determined by the rate listed in the 

Wall Street Journal on the date of the Jump Start 
Loan commitment 

 Jump Start Fee: 3% of Loan Principal Amount 

IBank will not accept an individual as the borrower, unless the proceeds of the Jump 
Start Loan are used to establish a business by that individual.  It is permissible for an 
individual to be a guarantor on a Jump Start Loan.  
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III. MAKING A JUMP START LOAN 

Jump Start FDC’s will contract with IBank and adhere to standardized credit underwriting, 
and provide loan disbursement, servicing, financial literacy training and technical assistance 
to Jump Start Borrowers.  Borrower must score 8+ points based on the point system displayed 
below: 
 

 1 Point 2 Points 3 Points  

Credit 
Challenged or No 

History 

Challenged History 
+ Adequate 
Justification 

Positive History   

Collateral 
None to 49% of 

loan amount 
50%- 99% of loan 

amount 
100%+ of loan 

amount 
  

Cash flow 1.0 + DSCR 1.2 + DSCR 1.3 + DSCR   

Technical 
Assistance 

2 - 4 hours 4.5 - 7 hours 7.5 + hours   

Industry 
Experience 

0 - 2 years over 2 - 4 years over 4 + years   

   

Total Points 
  

 
Credit: No minimum credit score is required.  However, the borrower’s credit report must 
reflect a responsible payment history.  Exceptions can be made with adequate justification. 
Credit that does not reflect responsible payment history and does not have adequate 
justification shall be declined.  

Collateral: UCC -1 filing on all business assets including a first lien position on any purchased 

equipment and inventory funded with the Loan.  Personal property may also be held as 
collateral, if appropriate.  Personal guarantees are required from all individuals with a 20% or 
greater ownership share of the business. 
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Cash Flow:  The borrower must be able to demonstrate the ability to service the proposed 

debt with business and/or personal revenue.  Standardized cash flow and debt service 
calculations are as follows: 

 Revenue 
- Expenses 

 Net Profit 
+ Interest Expense 
+ Depreciation/Amortization 
+ Non-Recurring Expenses 
- Living Expenses 

 Available to Service Debt 
 Existing Debt Service 
 Proposed Debt Service 

 Total Debt Service 
 Debt Service Coverage Ratio 

  
Documents required from borrowers and guarantors:  

 One year of tax returns 

 Signed 4506T IRS 

 Personal financial statement (Self-prepared accepted) 
 
Technical Assistance: The borrower must complete a minimum of 2 hours of technical 
assistance within 6 months of receiving the Jump Start Loan.  Eligible technical assistance 
may be provided by the Jump Start FDC or other entity deemed qualified by the Jump Start 
FDC.  Prior to the loan, borrowers are required to capture, in writing, their business concept 
including descriptions of their management team, a marketing plan, and the business financial 
projections.  These concepts may include: identifying potential customers; strategies to 
engage customers; business goals and objectives; management organization with identified 
key decision makers; resumes of key managers; and planned pricing of product or service. 

Industry Experience: Points are awarded based on the years of experience possessed by 
the borrower in the industry of the business.  
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Completing the Jump Start Program Credit Memo: 

In addition to the information listed in the Sample Credit Memo, the following issues are to be 
clearly identified and fully explained in the narrative portion of the Credit Memo: 

 Business Overview including but not limited to: 

o Borrower contact information 

o Guarantor contact information (if applicable) 

o Loan Terms (amount requested, term in months, interest rate, maturity date) 

o Fees/Payment Schedule (individual and total fees, repayment terms, 
amortization, monthly and annual payments) 

o Employment data (Jobs created and retained as a result of the Loan) 

o Loan purpose (use of requested funds) 

o Management & experience 

 Narrative components of the underwriting matrix 

o Credit   

o Collateral 

o Cash Flow  

o Technical Assistance  

o Industry Experience  

 Recommendation 

 President/CEO approval, signature and date 
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Sample Credit Memo 
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IV. DOCUMENTATION, DISBURSEMENTS, & RETENTION  

A.   Documentation 

Prior to disbursement of Jump Start funds: the Jump Start Loan must be reviewed and 
approved by the FDC’s Board of Directors or by the Jump Start FDC’s loan committee, FDC 
President, Executive Director or Chief Credit Officer approved by the FDC’s Board of 
Directors; and the loan documents must be executed by the Jump Start FDC and the 
borrower(s).  Jump Start FDCs must submit to IBank the following fully completed, signed, 
and dated required Loan documentation with each Jump Start Loan. 

 
Jump Start Loan documents must be received at IBank within 7 business days of 

the disbursement of funds to the borrower.  Documents shall be sent to the SBFC’s 
email at the following address: SBFC@IBank.CA.Gov 

 
Jump Start Loan documents are generated through D&H LaserPRO and may include: 
 

1. Promissory Note 
2. Business Loan Agreement 
3. Commercial Security Agreement 
4. UCC Financing Statement 
5. Agreement to Provide Insurance 
6. Notice of Insurance Requirements 
7. Disbursement Request and Authorization 
8. Notice of Final Agreement 
9. Amortization Schedule 

 
 

 B.  Disbursements 

Requests for disbursement must be sent to SBFC@IBank.CA.GOV  and include the following: 

 Borrower Name 

 Disbursement Amount (must be same as loan amount) 

 Instructions for Disbursement as outlined in the Disbursement Authorization 
 
 

C.  Retention Period 

 

Jump Start FDC must retain all financial records and supporting documents for at least four 
years from the date the Jump Start Loan is paid in full or, if the Jump Start Loan is in default 
of payment, for at least seven years after the payment default or last recovery payment 
received. 
 
 
 
 
 
 

mailto:SBFC@IBank.CA.Gov
mailto:SBFC@IBank.CA.GOV
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V. DEFAULT & LIQUIDATION ON A JUMP START LOAN 

A.  Overview 

Jump Start FDC’s are to manage defaults pursuant to IBank’s Jump Start Loan Default 
Procedures as outlined in Section § 5026 and Jump Start Loan Liquidation as displayed in 
Section § 5027 of IBank’s Jump Start Directives and Requirements:  

DEFAULT 

 

 The Jump Start FDC will provide IBank with written notice that a payment 

default has occurred within 14 days.  Jump Start FDC’s are to follow 

default procedures. 

 

 The FDC will arrange a meeting with the Jump Start Borrower upon a 

payment default occurrence to resolve the default.  Actions taken by the 

FDC’s may include with the written approval of IBank, but are not limited 

to, the following:  

o    Deferment of principal payment(s) 
o    Re-amortization of or rescheduling the payment(s) on the loan 
o    Reorganization 
o    Additional collateral 
o    Changes in the interest rate 
 

 

 

 

If the Jump Start FDC is unable to resolve the payment default as approved by IBank 
within 30 days of the default notice received by IBank, then the FDC may begin 

liquidation procedures. 

 

LIQUIDATION 
 

 The Jump Start FDC must create a liquidation plan and submit it to IBank 
for approval. 

 The Jump Start FDC must take the steps specified by the liquidation plan 
for the liquidation of the Jump Start Loan.  Unless the Jump Start FDC 
receives objections from IBank to the liquidation plan within 14 days of 
submitting it to IBank, the plan will be deemed approved by IBank without 
any further action by the Jump Start FDC. 
 

 If the Jump Start FDC receives objection to the plan from IBank within the 
14 days, IBank and the Jump Start FDC will negotiate a liquidation plan 
where there is mutual acceptance.  Liquidation recoveries received for the 
Jump Start Loan will be applied in the following order of priority: 

  
o    Pay liquidation costs approved by IBank 
o    Pay principal 
o    Pay interest 
 

 The Jump Start FDC will not initiate any legal action without the prior 
written approval of IBank 
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VI. REPORTING REQUIREMENTS 

A. Overview  

Jump Start FDCs are contractually required to regularly report to IBank on the status of Jump 
Start Loans made under the Jump Start Program.  Each Jump Start FDC participating in the 
Jump Start Program will be required to provide monthly reports on their activities in the 
program and will be examined annually by IBank for purposes of determining compliance with 
the requirements of the Jump Start Program.  

The reports are required to be submitted as follows: 

Reports 
Reporting Frequency 

Monthly Annual 

Articles of Incorporation & Bylaws from Prior Fiscal Year    

Audited Financial Statements    

Board Approved FDC Budget for Current Fiscal Year    

FDC Strategic Plan or Plan of Operation    

Full FDC Staff Roster    

Projected Fiscal Year Summary of Authorized Program 
Activities 

   

Methodology for Expense Reimbursement    

Monthly Report of Loan Activity    

Monthly Report of Technical Assistance    

Monthly Report of Administrative Expenditures    

Monthly Remittance of Loan Payments    

 

B.  Monthly Remittance of Loan Payments 

Loan payments collected from Jump Start borrowers are to be remitted to the Trustee Bank 
on a monthly basis.  

These payments shall include:  

• 100% of the principal payment made by the borrower in the previous month 

• 60% of the interest payment made by the borrower in the previous month 

A detailed itemization of the payments being remitted shall be sent to the Trustee Bank 
with remittance and a copy sent electronically to IBank. 
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Monthly Remittance of Loan Payments are due to the Trustee Bank with an 
electronic copy to IBank by the 15th of the following month. 

 

Sample Remittance Letter 
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C. Monthly Reporting 

.  

 
 

 

The Jump Start Monthly Report is due electronically to IBank by the 15th of the 
following month. 

 

Field: Information Needed: 

 Loan Number  Unique Jump Start loan number associated with the borrower’s loan 

 Borrower Name  Name of business requesting the loan 

 Loan Date  Date loan is executed  

 Loan Amount  List the full amount of the term loan 

 Scheduled Monthly 
Payment 

 Monthly dollar amount due to IBank based on amortization schedule  

 Interest Payment from 
Borrower 

 Amount applied to interest payment determined by the interest rate on 
the loan 

 Principal Payment from 
Borrower 

 Amount applied to the principal owed on the loan  

 Total Payment from 
Borrower 

  Payment consisting of principal and interest amounts  

 Interest Payment to 
SBFC 

 60% of interest payment paid by the borrower, to be remitted to SBFC 

 Principal Payment to 
SBFC 

 100% of principal payment paid by the borrower, to be remitted to 
SBFC 

 Total Payment to SBFC  Total amount remitted to IBank’s SBFC 

 Outstanding Balance  Amount of unpaid principal balance of the loan 

 Payment is Current  All payments are paid in full for the billing cycle  

 Secured  Loan where the borrower pledges an asset 

 Default   Failure to fulfill the loan obligation  

 Number of days in 
default 

 Days elapsed since last full payment  

 Default Amount (A)  Amount of principal owed at time of default 

Initial Report Monthly Report Initial Report 
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 Default Recovery 
Amount (B) 

 Amount of default recovery  

 Loan Loss (= A – B)   Amount of principal funds outstanding on loan  

 Training Hours Post-
Loan  

 Training hours after loan was established  

 Notes  Space to add pertinent information about the loan that month, if 
applicable.  

 Training Hours Pre-Loan  Training hours before loan was established  

 Interest Rate   Enter the interest rate for the loan 

 Maturity Date  Due date on which the installment loan will be paid in full  

 Use of 
Proceeds/Purpose  

 Use of the dollar amount for the business  

 Full Time Equivalents 
(FTEs) 

 Number of full time equivalent (FTE) employees of the business—
rounded to the nearest whole number.  Must be a minimum of 1 and 
cannot exceed 750. 

 Refer to the FDC Tools & Tips on IBank website for instructions on 

how to report the number of FTEs. 

 Jobs Created  Number of jobs created for the business as a result of the Loan. 

Count each person, full or part time. 

If jobs are not created as a result of the loan, use “0”. 

 Jobs Retained  Number of jobs retained for the business as a result of the Loan. 

Count each person, full or part time. 

If jobs are not retained as a result of the Loan, use “0”. 

If enrolling multiple Loan for a business, only enter information for 

first enrolled loan, unless the jobs retained increases as a result of 
additional Jump Start Loans. 

 NAICS Code  Six digit number used by the North American Industry Classification 
System (NAICS) to categorize business types.  
http://www.census.gov/eos/www/naics/ 

 Ethnicity  Select from drop down menu on report 

 Gender  Select from drop down menu on report 

 Veteran  A person who has served in the United States Armed Services  

 Disabled   Any person who has a physical or mental impairment that 
substantially limits one or more major life activities; has a record of 
such impairment; or is regarded as having such an impairment 

 Previously Incarcerated  Previously incarcerated/jailed  

 Business Age  Age of business (in months) since inception (0 for new business) 

 Business Legal Structure  Sole proprietorship, partnership, corporation  

 Annual Business 
Revenue 

 List the borrower’s annual business revenues for the last fiscal year—
rounded to the nearest whole dollar amount. 

If the business is a start-up, use the current income or $0. 

http://www.census.gov/eos/www/naics/
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 Personal Income  List the borrower’s income that qualifies them as a low-wealth individual 

 Credit Score  Borrower credit score 

 Business Type  Industry type by name i.e.…hair salon 

 Business Address  Location where business is located and loan funds are used 

 City  City where business is located  

 County  County where business is located  

 Zip Code  Zip Code where business is located  

 Census Tract #  11-digit number (no decimal point) used to identify the specific 
location of a business to provide more reporting consistency and 
uniformity. 

http://www.ffiec.gov/Geocode/default.aspx 

 Senate District  Territorial district of location of business where a senator is elected  

 Assembly District   Territorial district of location of business where the assembly is elected   

 

D.  Annual Reporting 

California Government Code Chapter 6 - Small Business Financial Assistance Act of 2013, 
Article 11 Section 63089.97 specifies reporting requirements for each FDC.  Pursuant to the 
Government Code (GC), FDCs must submit their Articles of Incorporations & Bylaws, 
Audited Financial Statements, Board Approved Budget, Strategic Plan or Plan of 
Operation, and Projected Fiscal Year Summary of Authorized Program Activities to 

IBank on an annual basis.  These reports can be in any format.  IBank does not supply 
templates or have specific substance requirements other than what is listed in the GC.  

Refer to Chapter VIII for the full text of GC 63089.97. 

In addition, FDCs are required to submit a Full Staff Roster to IBank.  The staff roster should 

list names, titles, email address and phone number of all employees, loan committee 
members, and Board of Director members.   

All annual reports must be submitted to IBank by July 31 of each year, except for 
the Audited Financial Statements which are due by October 31 for the prior fiscal 

year. 

 

 

 

 

 

http://www.ffiec.gov/Geocode/default.aspx
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E.  Change in FDC Points of Contact 

To ensure the Jump Start FDC is aware of all current IBank Directives & Requirements as 
well as changes to program policies or practices, FDCs are required to inform IBank within 5 
days about all changes to key FDC contacts by sending a brief memo to IBank with the new 
or updated name, address, phone or email contact information.  Specifically, FDCs should 
inform IBank of changes to: 

Main Contact – FDC’s primary contact. 

Public Contact – FDC contact for public inquiries (name and address will be 

published on IBank’s website). 

Financial Contact – FDC contact authorized to discuss Loan documents, reports, 

default claims, etc. with IBank. 

General Emailing List – on occasion, IBank sends out email announcements for new 

processes, new forms, FDC roundtable meetings, etc.  FDCs should provide the email 
addresses for those wishing to receive such correspondence.  

Updates should be submitted to IBank’s SBFC email at: SBFC@ibank.ca.gov.  

Use “Change in FDC Contact” reference in the email subject line.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

mailto:SBFC@ibank.ca.gov
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VII. LOW-WEALTH CRITERIA   

Jump Start is available in low-wealth communities based on average annual per capital income and 
unemployment rates to low wealth individuals determined by annual per capital income.  Low-wealth 
criteria will be based on date published in this manual.  Data is from Employment Development 
Department and updated from time to time.  

A.  Average Annual Per Capita Income by County (including State 
Average) 
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B.  Unemployment Rate by County (including State Average) 
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C.  Unemployment Rate by City and County  
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VIII. DIRECTIVES AND REQUIREMENTS 

A.  IBank Jump Start Loan Program Directives and Requirements  
 

 CURRENT TEXT OF IBANK SMALL BUSINESS FINANCE CENTER 
 DIRECTIVES and REQUIREMENTS  

RELATED SOLELY TO JUMP START LOAN PROGRAM 
 (Revised August 26, 2020). 

§ 5000 Definitions 

The following Directives and Requirements are adopted as of August 26, 2020 pursuant to the Small 

Business Financial Assistance Act of 2013 (California Government Code 63088, and California 

Corporations Code Sections 14000 and following) (Law) to amend and restate the Directives and 

Requirements adopted by the California Infrastructure and Economic Development Bank (IBank) Board 

of Directors (IBank Board) on October 24, 2017.  These Directives and Requirements may apply to 

future programs or financing products, or new Directives and Requirements that may be recommended 

by the Small Business Finance Center and adopted by the IBank Board.  In the event of any 

inconsistency between these Directives and Requirements and the Law, the provisions of the Law shall 

govern.  To the extent that the Law is changed subsequent to the date of the adoption of these Directives 

and Requirements, these Directives and Requirements shall be deemed amended to bring them into 

conformity with the Law. 

These definitions are subject to the following rules of construction: (i) all references to Sections shall be 

to these Directives and Requirements unless otherwise specified, (ii) the use of examples or the words 

“including” or “includes” are deemed to be followed by “without limitation” whether or not such is in fact 

written, (iii) except where context requires otherwise, the word “or” is used in the inclusive sense and 

(iv) words defined in the singular include the plural versions of such words . The following definitions 

supplement those provided by the Law and shall govern the construction of these Directives and 

Requirements: 

 “Administrative Cost Policy Manual” means IBank’s Small Business Finance Center’s 

Administrative Cost Policy Manual, as it may be amended from time to time. 

“Allocation” has the meaning assigned to such term in Section 5022(c)(1). 

“Allocation Agreement” means a written Allocation, Grant and Servicing Agreement entered into by 

and between IBank and a Jump Start Corporation in connection with the Jump Start Loan Program in 

accordance with Section 5022. 

“Allocation Agreement” means a written Allocation, Grant and Servicing Agreement entered into by 

and between IBank and a Jump Start Corporation in connection with the Jump Start Loan Program in 

accordance with Section 5022. 
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“Application” means all of the information required by a Lender or Surety to determine whether to offer 

a Borrower a Loan, a Disaster Relief Borrower a Loan, or a Principal a Bond. 

“Authorized Farm Costs” means the costs incurred by a Farm, including: 

Operating and production expenses, including the purchase, construction or repair of buildings, 

machinery, equipment and storage and drying facilities, the purchase of animals, seed and fertilizer, the 

purchase of real estate and the costs of improvement or repairs thereto. 

Costs associated with the purchase of real estate, including easements and rights-of-way to establish 

or enlarge a Farm. 

Costs associated with water development, soil conservation, forestation, drainage, pollution abatement 

and related measures. 

Disaster losses including actual losses incurred in connection with disaster damaged or destroyed farm 

property or production enterprises, or both, including annual operating and production expenses, 

construction and improvement of buildings and facilities, and land and water development. 

Refinancing debt including the costs associated with the issuance of such debt and lender fees and 

charges, where the debt to be refinanced was incurred for Authorized Farm Costs. No costs set forth in 

this clause shall be authorized unless the Farm Lender shall certify that, in the Farm Lender's opinion, 

sufficient collateral or cash flow exists to reasonably preclude the chance of loan losses. 

“Authorized Jump Start Costs” means the costs incurred by a Jump Start Borrower, including, but 

not limited to, business start-up costs, specific operating and production expenses, including the 

purchase, leasing, construction or repair of land, buildings, machinery and equipment, tenant 

improvements and the Jump Start Loan fees authorized by Section 5028.  Working capital will not be 

an Authorized Jump Start Cost. 

 

“Bond” means an obligation in writing concerning the construction or service work of Principal, binding 

the Surety to pay certain sums upon the occurrence of specified events connected to the payment of 

sums due by the Principal pursuant to a payment bond, and the obligation to complete the construction 

or service work, pursuant to a performance bond. 

“Bond Guarantee” means a Guarantee which promises the payment of all or a portion of a Claim. 

“Bond Line” means a specified amount and term of Bond Guarantee authority which Principal is 

authorized to apply against any Bond with a specified Surety during the term of the Bond Line. 

“Borrower” means an eligible business which has received a commitment for a Loan, or has prepared 

an Application. To be an “eligible business, the business must be either: 

A “Small Business” as defined in part 121 of chapter 1 of title 13 of the Code of Federal Regulations as 

amended; 



 

 IBank Jump Start Program FDC Policy Manual  44 

A Farm Enterprise; or 

 A non-profit public benefit organization or social welfare organization that has received and maintains 

tax exempt status under the IRS code 501(c)3 or 501(c)4. 

“Claim” means a request for payment by a Surety made to a Corporation because of Surety's Loss 

under a Bond or ILOC secured by a Guarantee, pursuant to Section 5009 or 5012. 

“Collateral” means those personal and business assets of the Borrower, Disaster Relief Borrower or 

Principal and guarantor subject to a lien under the Loan or Bond. 

“Collection Guarantee” means a guarantee of a specified percentage of the outstanding Loan 

principal and ninety (90) days of interest, reduced by any proceeds of the Lender’s Liquidation of 

Collateral as required under Section 5004.  A Collection Guarantee will be paid to the Lender only after 

the Lender has liquidated or made all reasonable efforts in good faith to liquidate all Collateral as 

required under Section 5004.  The total payment made to a Lender under a Collection Guarantee will 

be the difference between the specified percentage of Loan principal outstanding and ninety (90) days 

accrued and unpaid interest on the same percentage of the Loan as the Guarantee, and all cash 

proceeds generated by the Lender in connection with its Liquidation activities required under Section 

5004. 

“Corporation” means any nonprofit California small business financial development corporation 

created pursuant to this chapter, or pursuant to Chapter 1 (commencing with Section 32000) of Division 

15.5 of the Financial Code. 

“Corporate Contract” means a contract executed exclusively between IBank and any individual 

Corporation. 

“Default” means either a Delinquency which has not been cured within ninety (90) days, or that the 

Borrower or Disaster Relief Borrower is in bankruptcy. 

“Delinquency” means the failure of the Borrower or Disaster Relief Borrower to make any payment 

when due, pursuant to the terms of the Loan, except for any principal payment due at the maturity of 

the Loan. 

“Demand” means a request for payment by a Lender to a Corporation pursuant to Section 5003 or by 

a Surety to a Corporation pursuant to Section 5012. 

“Executive Director” means the executive director of the California Infrastructure and Economic 

Development Bank. 

“Encumbrance” means a Corporation's outstanding Guarantee balance. The effective date is the date 

of the executed Guarantee agreement or the date of the promissory note, whichever is last, provided 

that the guarantee is approved by IBank before both the date of the guarantee and the promissory note.   

The Guarantee balance is calculated as follows: 
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For a Term Loan, the Guarantee balance initially is calculated as the original loan amount times the 

Guarantee percentage, until fully disbursed, then the calculation is the outstanding loan balance times 

the Guarantee percentage as the outstanding loan balance reduces. 

For a Line of Credit Loan or Revolver Loan, the Guarantee balance is calculated as the full amount of 

the line times the Guarantee percentage. 

“Farm” means a business which is primarily engaged in producing crops, livestock products or aquatic 

organisms through the utilization and management of land, water, labor, capital and basic materials 

including seed, feed, fertilizer and fuel. 

“Farm Borrower” means a Farm which has applied for, or which has entered into, a Farm Borrower 

Agreement. 

“Farm Borrower Agreement” means a written loan agreement whereby the Farm Lender agrees to 

lend funds to the Farm Borrower to finance Authorized Farm Costs, and which includes at a minimum: 

a note, security agreement and loan agreement each consistent with commercial practices and 

containing the following: 

A list of Farm Borrower security for the Farm Borrower Loan and plans for at least an annual accounting 

for security. 

The Authorized Farm Costs for which loan funds shall be used. 

The interest rate, which shall not exceed five percent (5%) above the prime rate listed in the western 

edition of the Wall Street Journal on the date of the loan commitment. 

The term, which shall not exceed seven years, except for a Guaranteed Farm Borrower Loan. The term 

of a Guaranteed Farm Borrower Loan shall not exceed that authorized by USDA. The aggregate 

outstanding balance of loans with a remaining term to maturity in excess of eighty-four (84) months 

shall not comprise more than twenty-five percent (25%) of the Farm Lender's trust fund account assets. 

The loan amount, which shall not exceed the maximum amount allowed by the USDA Farm Service 

Agency Guaranteed Farm Loan Program. 

Default and Liquidation provisions which shall comply with Sections 5016 and 5017, respectively. 

Fees pursuant to Section 5020. 

“Farm Borrower Loan” means a Term Loan or Line of Credit Loan from a Farm Lender to a Farm 

Borrower pursuant to a Farm Borrower Agreement. At least ninety percent (90%) of Farm Borrower 

Loans funded from the trust fund account, calculated by dollar amount, must be guaranteed by the 

USDA. In determining the percentage, the numerator is the loan amount for outstanding Guaranteed 

Farm Borrower Loans, and the denominator is the loan amount of all outstanding Farm Borrower Loans. 
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“Farm Enterprise” means the business of producing crops, livestock products and aquatic organisms 

through the utilization and management of land, water, labor, capital, and basic raw materials including 

seed, feed, fertilizer, and fuel. 

“Farm Lender” means a Corporation that has been approved by the USDA as a lender. 

“Farm Lender Credit Agreement” means a written agreement whereby IBank agrees to lend funds 

to Farm Lender, for the purpose of funding Farm Borrower Loan(s). The Farm Lender Credit Agreement 

may be a Master Agreement, and will include provisions that require the Farm Lender to request 

disbursement of loan proceeds from IBank only after the Farm Borrower Loan(s) and respective Farm 

Borrower Agreement(s) have been approved and are in effect. The Farm Lender Credit Agreement will 

also include provisions covering the following: 

Security. No funds shall be disbursed except to fund a previously approved Farm Borrower Agreement 

assigned as security to the Farm Lender Credit Agreement. As used in this subsection “assigned as 

security” means: 

For a Guaranteed Farm Borrower Loan, that IBank is the Holder, or the guaranteed portion has been 

sold at par value and the proceeds have been deposited in the trust fund account from which the funds 

originated. 

For a Nonguaranteed Farm Borrower Loan, the Farm Lender Credit Agreement is secured by 

assignment of all notes, security agreements and similar instruments contained in the Farm Borrower 

Agreement. 

The loan amount, which shall not exceed the total amount of Farm Borrower Loans authorized for the 

Farm Lender by the Director. 

The interest rate, which shall be two percent (2%) below the prime rate listed in the western edition of 

Wall Street Journal for each respective day for which funds are owed to IBank. 

Repayment terms, which shall be based upon the repayment terms in the Farm Borrower Agreement(s) 

funded with proceeds from the Farm Lender Credit Agreement. 

“Farm Lender Disbursement Request” means a signed request for disbursement of trust funds under 

an existing Farm Lender Credit Agreement made in writing to IBank by a Farm Lender in compliance 

with Section 5013. 

“Farm Loan Guarantee” means a signed commitment, issued by the USDA, to guarantee payment 

of all or part of a Farm Borrower Loan. 

“FDC Policy Manual” means IBank’s Small Business Finance Center’s Financial Development 

Corporation Policy Manual for the Small Business Loan Guarantee Program and the Jump Start Loan 

Program, as it may be amended from time to time. 
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“Full Time Equivalent” (FTE) means the number of full time, part time or other basis employees of a 

business and its affiliates, in which the employee wages are paid directly from the business, as 

determined by IRS Federal hourly calculation criteria. 

“Guarantee” means a written agreement to warrant the repayment of a portion of a Loan or payment 

of all or a portion of a guarantee payment request. Every Guarantee of a Loan shall be either a Collection 

Guarantee or Loan Guarantee. 

“Guaranteed Farm Borrower Loan” means a Farm Borrower Loan which is in whole or part subject 

to the Guarantee. 

“Holder” means the person or entity purchasing or assigned a percentage of a loan, other than the 

Lender who purchases all or part of the Loan. 

“IBank” means the California Infrastructure and Economic Development Bank. 

“ILOC” means an irrevocable letter of credit issued by a Corporation as Collateral for a Bond and which 

complies with the requirements set forth in Section 5011. 

“Jump Start Borrower” means a Borrower located in a Low-Wealth Community or a Disaster Area 

which has applied to a Jump Start Corporation for a Jump Start Loan, or which has entered into a Jump 

Start Borrower Agreement. 

“Jump Start Borrower Agreement” means written loan documentation whereby funds allocated to a 

Jump Start Corporation pursuant to an Allocation Agreement shall be loaned to the Jump Start Borrower 

to finance Authorized Jump Start Costs, and which includes at a minimum: a note, loan agreement and 

security instrument, each consistent with commercial practices and containing the following: 

The Jump Start Loan amount, which shall not exceed Ten Thousand Dollars ($10,000.00) or be less 

than Five Hundred Dollars ($500.00). 

A description of the Authorized Jump Start Costs for which loan funds shall be used. 

The interest rate, which shall not exceed five percent (5%) above the prime rate listed in the western 

edition of the Wall Street Journal on the date of the Jump Start Loan commitment. 

The term, which shall not exceed five (5) years. 

The amortization schedule; no balloon payments will be permissible. 

Default and Liquidation provisions which shall comply with Sections 5026 and 5027, respectively. 

Fees pursuant to Section 5028. 

“Jump Start Corporation” means any Corporation that (a) is licensed by and in good standing with 

the California Department of Business Oversight as an industrial development corporation or is a 

community development financial institution or community development entity certified by and in good 
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standing with the Community Development Financial Institutions Fund of the United States Department 

of the Treasury and (b) has entered into an Allocation Agreement with IBank that is in full force and 

affect.    

“Jump Start Grant” has the meaning assigned to such term in Section 5023. 

“Jump Start Loan” means a Term Loan to a Jump Start Borrower pursuant to a Jump Start Borrower 

Agreement.  

“Jump Start Program” has the meaning assigned to such term in Section 5022(a). 

“Law” means the Small Business Financial Assistance Act of 2013 (California Government Code 

Section 63088 and following and California Corporations Code Sections 14000 and following) or other 

applicable law. 

“Lender” means a banking organization, including national banks and trust companies and state 

chartered commercial banks, savings and loan associations, credit unions, state insurance companies, 

mutual insurance companies, certified community development financial institutions, microbusiness 

lender and other banking, lending, retirement, and insurance organizations, authorized to conduct 

business in California. 

“Leverage” means the calculation where the numerator is the Encumbrance and the denominator is 

the trust fund account balance. 

“Line of Credit Loan” means a Loan, usually structured as interest only, for a term not to exceed 

seven years, except for a Farm Enterprise Loan which shall have a term not to exceed the term of the 

current Farm Borrower Agreement, where the minimum repayment is usually structured as interest only 

during the term of the loan. 

“Liquidation” means the exercise of rights provided for in the event of any Default under the 

Guarantee, a Farm Borrower Agreement or the related Farm Lender Credit Agreement, or a Jump Start 

Borrower Agreement, including the right to foreclose in accordance with the terms of any financing 

statement, security interest or similar instrument obtained or entered into in relation to such Guarantee, 

Farm Borrower Agreement, Farm Lender Credit Agreement or Jump Start Borrower Agreement. 

“Loan” means a loan extended by a Lender to a Borrower or a Disaster Relief Borrower, which is 

guaranteed pursuant to Section 5002, and which is a Term Loan, a Micro Loan, a Line of Credit Loan, 

or a Revolver Loan.  

“Loan Guarantee” means a Guarantee of a specified percentage of Loan principal and up to ninety 

(90) days earned and unpaid interest at the same percentage. 

“Loss” means any net monetary damages incurred by a Surety arising out of a Claim, or in pursuing 

the Surety's rights under the indemnity agreement. As used in this subsection, “net monetary damages” 

means loss payments, completion costs, reasonable attorney’s fees, and reasonable out of pocket 

consultant fees, costs, and expenses, minus amounts recovered by the Surety from any source, 

including Collateral. The determination of such loss will take into account amounts recovered, but 



 

 IBank Jump Start Program FDC Policy Manual  49 

exclude reinsurance. As used herein, “indemnity agreement” means the written agreement whereby 

Principal agrees to reimburse Surety for any Loss. 

“Low-Wealth Community"  means a community located in both (a) a county within California with a  

per capita personal income equal to or less than 115% of   the statewide average per capita income as 

determined by the State of California’s Employment Development Department (EDD) from time to time 

and (b) a city or unincorporated area  within such county with an unemployment rate equal to or greater 

than the statewide average unemployment rate as determined by the EDD; provided that any 

community that does not have a designated unemployment rate from the EDD will satisfy this 

requirement if the county in which the community is located has an unemployment rate equal to or 

greater than the statewide average unemployment rate as determined by the EDD. 

“Master Agreement” means a contract executed between IBank and one or more Corporations to 

implement the operating provisions of any of the programs established under the Law. 

“Micro Loan” means a Loan in which the principal amount does not exceed One Hundred Thousand 

dollars ($100,000). 

“Nonguaranteed Farm Borrower Loan” means a Farm Borrower Loan not subject to a Guarantee. 

“Nursery Enterprise” means the business of producing root stock, seedlings, or juvenile or immature 

non-animal agricultural, horticultural, and landscaping products for the purposes of sale to a third party 

for use in the production of crops, including both feed crops and table crops, environmental horticulture, 

ornamental horticulture, or landscaping. 

“Principal” means an eligible business which has received a commitment for a Bond. To be an eligible 

business, the business must be a “Small Business” as defined in Part 121 of Chapter 1 of Title 13 of 

the Code of Federal Regulations, as amended from time to time. 

“Program Manager” means the manager of the California Small Business Finance Center as 

designated to this title by the Executive Director. 

“Revolver Loan” means a Line of Credit Loan which converts to a Term Loan after a specified time 

indicated in the loan agreement. 

 “Surety” means an insurance company licensed by the California Department of Insurance, and 

authorized to conduct business in California. 

“Suspension” means that a Corporation is no longer registered with the Secretary of State as a small 

business development corporation and shall not enjoy any of the benefits of a small business 

development corporation. 

“Term Loan” means a Loan that usually has regularly scheduled reductions in principal balance. 

“USDA” means the United States Department of Agriculture. 
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§ 5022 JUMP START LOAN PROGRAM  

(a) The purpose of the Jump Start Loan Program (Jump Start Program) is to provide loans from five hundred 
dollars ($500) to ten thousand dollars ($10,000) and financial literacy and technical assistance to start-ups and 
established small businesses in Low-Wealth Communities and in Disaster Areas. 

 
(b) IBank may enter into an Allocation Agreement with a Jump Start Corporation that is in furtherance of the 
purposes of the Jump Start Program pursuant to Section 5022(a). 

 
(c) The Allocation Agreement shall include, without limitation, all of the following provisions: 

 
(1) an allocation of funds by IBank to the Jump Start Corporation in an aggregate amount not to exceed One 

Hundred Thousand Dollars ($100,000) (Allocation) to be used to make Jump Start Loans to Jump Start 

Borrowers pursuant to the terms and requirements of the Allocation Agreement; 

(2) IBank’s agreement to provide the Jump Start Grant pursuant to Section 5023;  

(3) standard credit underwriting criteria; 

(4) standard loan disbursement processes; 

(5) standard servicing policies and procedures; and  

(6) the financial literacy training and technical assistance the Jump Start Corporation will provide to the Jump 

Start Borrowers. 

 
(d) The Allocation shall not be used by the Jump Start Corporation for any administrative, training or technical 

assistance costs or expenses. 

 
(e) Investment income earned on the Allocation shall be used only to make Jump Start Loans pursuant to the 

Allocation Agreement. 

 
(f) Interest earned on Jump Start Loans may be used to pay the administrative costs of IBank and the Jump Start 

Corporation in accordance with the Allocation Agreement, the FDC Policy Manual and the Administrative Cost 

Policy Manual.  

 
§ 5023 JUMP START  GRANT 

 
IBank shall provide each Jump Start Corporation with a Jump Start grant in an aggregate amount not 
to exceed One Hundred Thousand Dollars ($100,000) (Jump Start Grant) to be used to compensate 
the Jump Start Corporation for its allowable administrative, financial literacy training and technical 
assistance costs and expenses in accordance with the terms and requirements of the Administrative 
Cost Policy Manual. 

§ 5024 APPROVAL OF JUMP START LOAN 

(a) No Jump Start Borrower Agreement shall be executed by a Jump Start Corporation nor any 
Allocation disbursed to a proposed Jump Start Borrower until the proposed Jump Start Loan has been 
reviewed and approved by the Jump Start Corporation's Board of Directors, unless the Jump Start 
Corporation's board of directors has delegated the authority to approve a proposed Jump Start Loan to 
the Corporation's loan committee, executive director and/or chief credit officer and such loan committee, 
executive director and/or chief credit officer has approved the proposed Jump Start Loan.   

(b) In any case where a Jump Start Corporation has failed to comply with Section 5024(a), IBank may 
immediately exercise all available legal remedies to recover from the Jump Start Corporation the funds 
disbursed. 

§ 5025 RELEASE OF JUMP START FUNDS 
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(a) A Jump Start Corporation shall not approve the disbursement of any Allocation funds to a Jump 
Start Borrower until the proposed Jump Start Borrower has executed and delivered to the Jump Start 
Corporation the following documents: 

(i) a Jump Start Borrower Agreement, 

(ii) a note payable to the order of IBank in a principal amount not to exceed Ten Thousand Dollars 
($10,000.00) or be in an amount less than Five Hundred Dollars ($500.00), and 

(iii) a security or collateral agreement or similar instrument, if any, required by the Jump Start Borrower 
Agreement. 

(b) The Jump Start Corporation shall provide pursuant to the FDC Policy Manual evidence of 
compliance with subsection (a) to IBank within seven (7) days of disbursement of Allocation funds to a 
Jump Start Borrower. 

§ 5026 JUMP START LOAN DEFAULTS 
 

(a) The Jump Start Corporation shall provide IBank with written notice that a Default under the Jump 
Start Loan Agreement has occurred within fourteen (14) days after the occurrence of any such Default. 

(b) The Default procedures to be followed by a Jump Start Corporation shall be set forth in the Jump 
Start Borrower Agreement and the Allocation Agreement and shall include the following: 

(i)  A meeting shall be arranged by the Jump Start Corporation with the Jump Start Borrower upon 
occurrence of a Default to resolve the problem. Actions taken by the Jump Start Corporation may 
include, but are not limited to, with the written approval of IBank, the following: 

Deferment of principal payments, 

Re-amortization of or rescheduling the payments on the loan, 

Reorganization, 

Additional collateral, 

Changes in the interest rate, 

(2) The Jump Start Corporation shall negotiate in good faith in an attempt to resolve any problem to 
permit the Jump Start Borrower to cure a Default; provided that, in the opinion of the Jump Start 
Corporation, the proposed resolution is economically feasible. 

(3) If, within thirty (30) days following receipt by IBank of the notice provided for in subsection (a), the 
Jump Start Corporation is unable to resolve to IBank’s satisfaction any Default, then the Jump Start 
Corporation shall institute Liquidation proceedings as set forth in Section 5027 and the FDC Policy 
Manual. 

§ 5027 JUMP START LOAN LIQUIDATION 
 

(a) A Liquidation plan shall be prepared by the Jump Start Corporation and delivered to IBank. The 
Liquidation plan shall specify the steps the Jump Start Corporation intends to take for Liquidation of the 
Jump Start Loan, including proposed costs. Unless the Jump Start Corporation receives written 
objections to the Liquidation plan from IBank within fourteen (14) days of submitting the plan to IBank, 
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the plan shall be deemed approved by IBank.  In the event the Jump Start Corporation receives a written 
objection to the plan from IBank within the fourteen (14) days, IBank and the Jump Start Corporation 
shall negotiate a mutually acceptable Liquidation plan. 

(b) Liquidation recoveries made in connection with the Jump Start Loans shall be applied in the following 
order of priority: 

(1) To pay Liquidation costs approved by IBank 

(2) To pay principal 

(3) To pay accrued interest 

 (c) With respect to Liquidation in connection with Jump Start Loans, the Jump Start Corporation shall 
not initiate any judicial remedy without the prior written approval of IBank. 

§ 5028 JUMP START LOAN FEES 
 

The Jump Start Corporation shall be authorized to charge the Jump Start Borrower a fee of three 
percent (3%) of the principal amount of the Jump Start Loan. The fee shall not exceed that specified in 
Government Code Section 63089.67. 
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B.  Corporations Code 

TITLE 1. CORPORATIONS DIVISION 3. CORPORATIONS FOR SPECIFIC PURPOSES 
PART 5. SMALL BUSINESSES CHAPTER 1. CALIFORNIA SMALL BUSIENSS 

FINANCIAL DEVELOPMENT CORPORATIONS 

 
14000.  This chapter shall be known and may be cited as the California Small Business Financial 
Development Corporation Law. 
 
14001.  (a) It is the intent of the Legislature in enacting this chapter to promote the economic 
development of small businesses through the California Small Business Finance Center by 
making available capital, general management assistance, and other resources, including 
financial services, personnel, and business education to small business entrepreneurs, including 
women, veteran, and minority-owned businesses, for the purpose of promoting the health, safety, 
and social welfare of the citizens of California, to eliminate unemployment of the economically 
disadvantaged of the state, and to stimulate economic development and entrepreneurship. 
   (b) It is the further intent of the Legislature to provide a flexible means to mobilize and commit 
all available and potential resources in the various regions of the state to fulfill these objectives, 
including federal, state, and local public resources, and private debt and equity investment. 
   (c) It is the further intent of the Legislature that corporations operating pursuant to this law shall, 
to the maximum extent feasible, coordinate with other job and business development efforts within 
their region directed toward implementing the purpose of this chapter. 
   (d) It is the further intent of the Legislature to provide expanded resources allowing participation 
by small and emerging contractors in state public works contracts. Increased access to surety 
bonding resources will assist in supporting participation by those firms in public works contracts, 
and by stimulating increased participation by small firms, the state will benefit from increased 
competition and lower bid costs. 
 
14002.  If any provision of this chapter or the application thereof to any person or circumstances 
is held invalid, this invalidity shall not affect other provisions or applications of the chapter which 
can be given effect without the invalid provision or application, and to this end the provisions of 
this chapter are severable. 
 
14003.  Unless the context otherwise requires, the definitions in this section shall govern the 
construction of this chapter. 
   (a) "Bank" means the California Infrastructure and Economic Development Bank. 
   (b) "Bank board" means the board of directors of the California Infrastructure and Economic 
Development Bank. 
   (c) "Board of directors" means the board of directors of the corporation. 
   (d) "California Small Business Board" means the advisory board established pursuant to Section 
14004.1 for the purpose of advising on issues and programs affecting small business. 
   (e) "California Small Business Finance Center" means the governmental unit within the bank, 
which is located within the Governor's Office of Business and Economic Development, with the 
administrative responsibility for the programs and activities authorized pursuant to Section 8684.2 
of the Government Code, the Small Business Financial Assistance Act of 2013 (Chapter 6 
(commencing with Section 63088) of Division 1 of Title 6.7 of the Government Code), and this 
chapter. 
   (f) "Corporation" means any nonprofit California small business financial development 
corporation created pursuant to this chapter, or pursuant to Chapter 1 (commencing with Section 
32000) of Division 15.5 of the Financial Code. 
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   (g) "Directives and requirements" means a document adopted by the bank board setting forth 
policy direction as well as key rules governing a particular subject area. 
   (h) "Executive director" means the executive director of the California Infrastructure and 
Economic Development Bank. 
   (i) "Expansion fund" means the California Small Business Expansion Fund authorized pursuant 
to Section 63089.5 of the Government Code. 
   (j) "Financial company" means banking organizations, including national banks and trust 
companies, savings and loan associations, certified community development financial institutions, 
microbusiness lenders, state insurance companies, mutual insurance companies, and other 
public and private banking, lending, retirement, and insurance organizations. 
   (k) "Financial institution" means regulated banking organizations, including national banks and 
trust companies authorized to conduct business in the state and state-chartered commercial 
banks, trust companies, credit unions, and savings and loan associations. 
   (l) "Financial product" means the type of financial assistance described in Section 63088.5 of 
the Government Code or that the California Small Business Finance Center or a small business 
financial development corporation is otherwise authorized to provide. 
   (m) "Loan committee" means a committee appointed by the board of directors of a corporation 
to determine the course of action on a loan application pursuant to Chapter 6 (commencing with 
Section 63088) of Division 1 of Title 6.7 of the Government Code. 
   (n) "Microbusiness lender" means a microbusiness lender as defined in Section 13997.2 of the 
Government Code. 
   (o) "Program manager" means the manager of the California Small Business Finance Center 
as designated to this title by the executive director of the bank. 
   (p) "Trust fund" means the money from the expansion fund that is held in trust by a financial 
institution or financial company. A trust fund is not a deposit of state funds and is not subject to 
the requirements of Section 16506 of the Government Code. 
   (q) "Trust fund account" means an account within the trust fund that is either allocated to a 
particular corporation or shared by multiple corporations for the purpose of paying loan defaults 
and claims on bond guarantees or other financial products and program uses provided in this 
chapter. 
 
14004.  (a) The program manager shall do all of the following: 
   (1) Administer this chapter. 
   (2) Make recommendations to the executive director and the bank board on the approval or 
disapproval of the articles of incorporation. This determination shall be based upon the following: 
   (A) Review of the articles of incorporation and bylaws of the corporation to determine whether 
they contain the provisions required by this chapter and conform with the directives and 
requirements adopted by the bank board pursuant to this chapter. 
   (B) A determination as to whether the legislative intent expressed in Section 14001 shall be 
served by the proposed corporation. 
   (C) A determination as to whether the responsibility, character, and general fitness of the 
individuals who will manage the corporation are such as to command the confidence of the state 
and to warrant the belief that the business of the proposed corporation will be honestly and 
efficiently conducted in accordance with the intent and purpose of this chapter and that they 
include representatives of the financial and business community, as well as the economically 
disadvantaged. 
   (D) A determination by the program manager that there is significant need for a new corporation. 
   (3) Have the accounts of each corporation formed under this chapter examined and audited as 
of the close of business on June 30 of each year. Material examination exceptions that are not 
corrected by the corporation within a reasonable period of time may result in the suspension or 
termination of the corporation pursuant to Section 



 

 IBank Jump Start Program FDC Policy Manual  55 

63089.3 of the Government Code. 
   (4) Have the portfolio of each corporation examined a minimum of once a year. Material 
examination exceptions that are not corrected by the corporation within a reasonable period of 
time may result in the suspension or termination of the corporation pursuant to Section 63089.3 
of the Government Code. 
   (5) Review reports from the Department of Business Oversight and inform corporations as to 
what corrective action is required. 
   (6) Examine, or cause to be examined, at any reasonable time, all books, records, and 
documents of every kind, and the physical properties of a corporation. The inspection shall include 
the right to make copies, extracts, and search records. 
   (b) The program manager may attend and participate at corporation meetings. The program 
manager, or his or her designee, shall be an ex officio, nonvoting representative on the board of 
directors and loan committees of each corporation. The program manager shall meet through 
telecommunication or in person with the board of directors of each corporation at least once each 
fiscal year, commencing January 1, 2014. 
 
14004.1. (a) The California Small Business Board is hereby continued and created as an advisory 
board to the California Infrastructure and Economic Development Bank Board, the executive 
director, and the program manager. The California Small Business 
Board may also advise the Governor and the Small Business Advocate regarding issues and 
programs affecting California's small business community, including, but not limited to, business 
innovation and expansion, export finance, state procurement, management and technical 
assistance, venture capital, and financial assistance. 
   (b) The California Small Business Board consists of the following membership: 
   (1) The Director of Finance or his or her designee. 
   (2) The Director of the Office of the Small Business Advocate or his or her designee. 
   (3) The Treasurer or his or her designee. 
   (4) A representative from two different corporations selected by the corporations. 
   (5) Four members appointed by the Governor, one of whom will serve as chair of the California 
Small Business Board, who are actively involved in the California small business community. 
   (6) Two persons actively involved in the business or agricultural communities, one appointed 
by the Speaker of the Assembly and one appointed by the Senate Committee on Rules. 
   (7) Two Members of the Legislature, or their designees, one appointed by the Speaker of the 
Assembly and one appointed by the Senate Committee on Rules, so long as it does not conflict 
with their duties as legislators. 
   (c) The California Small Business Board shall advise the program manager on matters 
regarding this chapter and Chapter 6 (commencing with Section 63088) of Division 1 of Title 6.7 
of the Government Code. 
   (d) The public members of the California Small Business Board, at the discretion of the bank 
board, may be reimbursed per diem and travel expenses pursuant to state law. 
 
14004.2. The bank board shall approve new corporations recommended by the program 
manager, based on an examination of each of the following: 
   (a) Review of the articles of incorporation and bylaws of the corporation to determine whether 
they contain the provisions required by this chapter and conform with the directives and 
requirements adopted by the bank board pursuant to this chapter. 
   (b) Determination as to whether the legislative intent expressed in Section 14001 will be served 
by the proposed corporation. 
   (c) Determination as to whether the responsibility, character, and general fitness of the 
individuals who will manage the corporation are able to command the confidence of the state and 
to warrant the belief that the business of the proposed corporation will be honestly and efficiently 
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conducted in accordance with the intent and purpose of this chapter and that they include 
representatives of the financial and business community, as well as the economically 
disadvantaged. 
   (d) Determination of the program manager that there is significant need for a new corporation. 
 
14005.  Upon approval by the bank board to become a corporation, an entity shall adopt or amend 
its articles of incorporation to comply with the following: 
   (a) The name of the corporation shall include the words "small business financial development 
corporation," except for those corporations formed pursuant to this chapter prior to 2002, which 
may also be called "small business development corporations," or those formed prior to 1985, 
which may also be called "rural or urban development corporations." 
   (b) The purposes for which the corporation is formed, which shall be those specified in Section 
14001. This requirement shall not be deemed to preclude a statement of powers. 
   (c) A geographical description of the corporation's primary service area. 
   (d) The name and addresses of seven or more persons who are to act in the capacity of directors 
until the selection of their successors. 
   (e) That the corporation is organized pursuant to the California Small Business Financial 
Development Corporation Law. 
 
14006.  If the bank board concurs with the findings of the program manager pursuant to Section 
14004, the bank board shall direct the program manager to approve the articles of incorporation 
and endorse the approval thereon and forward the same to the Secretary of State for his or her 
approval and filing. Likewise, the program manager shall review all amendments to the articles of 
incorporation to ensure consistency with the purposes of this chapter. 
 
14007.  (a) The corporation's existence as a small business financial development corporation 
begins upon the filing of the articles with the Secretary of State and continues perpetually, unless 
otherwise expressly provided for by law. 
   (b) If a corporation is terminated from participation in all programs, in order to continue its 
existence as a nonprofit corporation pursuant to the Nonprofit Public Benefit Corporation Law 
(Part 2 (commencing with Section 5110) of Division 2 of Title 1 of the Corporations Code), the 
corporation shall amend its articles of incorporation in accordance with Chapter 8 (commencing 
with Section 5180) of Part 2 of Division 2 of Title 1 to remove the provisions required by Section 
14005, including an amendment to remove the words "small business financial development 
corporation," "small business development corporation," or "rural or urban development 
corporation," as applicable, from the corporate name, and shall no longer be registered with the 
Secretary of State as a small business financial development corporation. A corporation shall not 
enjoy any of the benefits of a small business financial development corporation following 
termination. 
 
14009.  (a) Each corporation shall have provisions establishing a grievance procedure for 
employees, clients, or potential clients, to appeal a decision or obtain redress of an action done 
by the staff or loan committee of the corporation. The procedures shall be established in writing 
during the probationary period of a new corporation. 
   (b) The bylaws of the corporation shall authorize the removal of officers only by a two-thirds 
vote of the directors of the corporation. 
 
14011.  The Nonprofit Public Benefit Corporation Law (Part 2 (commencing with Section 5110) of 
Division 2 of this title) applies to corporations formed under this chapter, except as to matters 
otherwise provided for in this chapter. 
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14012.  For six months following the establishment of a corporation, commencing upon filing of 
the articles of incorporation with the Secretary of State, a corporation shall be on probation. While 
on probation, a corporation may be suspended if suspension is recommended by the program 
manager and affirmed by the executive director. This suspension is nonappealable and not 
subject to the procedures for suspension applicable to a corporation not on probation. 
 
14013.  The corporate powers of a corporation shall be exercised by its board of directors. 
 
14014.  The bank shall enter into a contract with each corporation that shall require that: 
   (a) A person may not serve on a corporation's board of directors who is not a resident of, or 
person conducting business in, the primary service area described in the articles of incorporation. 
   (b) A corporation's board of directors shall include representatives from all of the following: 
   (1) The financial community. 
   (2) The business community. 
   (3) The economically disadvantaged. 
   (c) The chief executive officer of a corporation, or his or her designee, is the only employee of 
the corporation who may serve on its board of directors. 
   (d) A person who has a financial interest related to a matter over which the board of directors 
has authority may not make, participate in making, or in any way attempt to influence that matter. 
 
14015.  If any director ceases to meet the qualifications established in Section 14014, he or she 
shall immediately vacate his or her position as a director and the position shall be deemed vacant. 
 
14016.  If any vacancy occurs in the elective membership of the board of directors through death, 
resignation, or otherwise, the remaining directors shall elect a person representing the appropriate 
category to fill the vacancy for the unexpired term. 
 
14017.  The bank board shall direct the program manager to establish new small business 
financial development corporations pursuant to the directives and requirements. The directives 
and requirements shall include steps to achieve a goal of ensuring that small businesses in all 
areas of the state would have reasonable access to the financial products authorized by Chapter 
6 (commencing with Section 63088) of Division 1 of Title 6.7 of the Government Code for which 
they are eligible. 
 
14018.  Every corporation shall provide for, and maintain a central staff to perform, all 
administrative requirements of the corporation, including all those functions required of a 
corporation by the contract and this chapter. 
 
14019.  Reasonable costs incurred by a corporation in the creation and maintenance of a central 
staff shall be paid to the corporation from state funds, including a portion of the interest earned 
on the expansion fund and the corporation's trust fund account, if the corporation has a trust fund 
account, otherwise, on the expansion fund. 
 
14020.  A corporation shall report to the program manager, or his or her designated 
representative, all statistical and other reports required by this chapter and Chapter 6 
(commencing with Section 63088) of Division 1 of Title 6.7 of the Government Code, including 
responses to audit reports, budget requirements, and other information relating to the 
establishment, monitoring, and suspension or termination of a corporation. 
 
14021.  A corporation shall make a report to the program manager, as required by Chapter 6 
(commencing with Section 63088) of Division 1 of Title 6.7 of the Government Code. 
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14022.  It shall be unlawful for a member of the bank board or for the executive director, program 
manager, or any person who is an officer, director, contractor, or employee of a corporation, or 
who is a member of a loan committee, or who is an employee of the California Infrastructure and 
Economic Development Bank to do any of the following: 
   (a) Ask for, consent, or agree to receive, any commission, emolument, gratuity, money, 
property, or thing of value for his or her own use, benefit, or personal advantage, for procuring or 
endeavoring to procure for any person, partnership, joint venture, association, or corporation, any 
loan, guarantee, financial, or other assistance from any corporation. 
   (b) Borrow money, property, or to benefit knowingly, directly or indirectly, from the use of the 
money, credit, or property of any corporation. 
   (c) Make, maintain, or attempt to make or maintain, a deposit of the funds of a corporation with 
any other corporation or association on condition, or with the understanding, expressed or implied, 
that the corporation or association receiving the deposit shall pay any money or make a loan or 
advance, directly or indirectly, to any person, partnership, joint venture, association, or 
corporation, other than to a corporation formed under this chapter. 
 
14023.  It shall be unlawful for a member of the bank board or for the executive director, program 
manager, or any person who is an officer or director of a corporation, or who is an employee of 
the California Infrastructure and Economic Development Bank to purchase or receive, or to be 
otherwise interested in the purchase or receipt, directly or indirectly, of any asset of a corporation, 
without paying to the corporation the fair market value of the asset at the time of the transaction. 
 
14024.  Violation of any provision of this article shall constitute a felony. 
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C.  California Small Business Financial Assistance Act of 2013 

CALIFORNIA GOVERNMENT CODE CHAPTER 6 – SMALL BUSINESS FINANCIAL 
ASSISTANCE ACT OF 2013.  ARTICLE 11. REPORTING  

 
63089.97.   

Each corporation shall provide to the program manager, in a format prescribed by him or her, the 
following data and reports: 
(a) A summary of all outstanding loans, bonds, and other credit enhancements to which a corporation 
guarantee, as authorized by this chapter, is attached, on a schedule determined by the program 
manager.  
(b) A summary of all outstanding direct loans and other debt instruments made by a corporation, as 
authorized by this chapter, on a schedule determined by the program manager.  
(c) A summary of all outstanding other financial project obligations made by a corporation, as 
authorized by this chapter, on a schedule determined by the program manager.  
(d) Statement of economic interests from each designated person pursuant to Section 87302.  
(e) No later than July 31 of each fiscal year, commencing January 1, 2014, each of the following 
documents:  

(1) A copy of the corporation board approved budget for the current fiscal year. 
(2) Projected fiscal year summary of authorized program activities including direct loans, loan 
guarantees, bond guarantees, and other financial product activity supported by the expansion fund. 
(3) A copy of the written plan of operation or strategic plan for the current fiscal year as approved 
by the corporations board of directors. 
(4) A copy of the current and valid articles of incorporation and bylaws of the corporation with noted 
amendments from the prior fiscal year. 

(f) No later than October 31 of each year commencing January 1, 2014, a copy of the corporation’s 
prior fiscal year audit, auditor findings, if any, and finding responses. 
(g) Any other statistical and other data, reports, or other information required by the directives and 
requirements or the program manager. 

 
 
 
 


