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REPORT BACK: FEASIBILITY OF IMPLEMENTING A ZERO-INTEREST LOAN 
program for local BUSINESSES COMPRISED OF 100 EMPLOYEES OR FEWER 
and EXPERIENCING a 50 PERCENT LOSS IN REVENUE because OF COVID-19, 
and discussion regarding the initiation of a grant program to
SUPPORT small BUSINESSES WITH FIVE EMPLOYEES OR FEWER THAT ARE
currently experiencing difficulties paying their employees due to
lost REVENUE FROM COVID-19

The General Manager of the Economic and Workforce Development Department (EWDD) 
or designee, respectfully requests that the City Council NOTE and FILE the information 
presented in this report on the implementation of the Small Business Emergency Microloan 
Program, other EWDD loan programs, and non-City loan programs, as it is provided for 
information only, and no Council action is necessary.

fiscal impact statement

The Small Business Emergency Microloan Program is currently funded with $10 million in 
the form of a loan from the General Fund Contingency Reserve, $622,000 in unallocated 
funds in the Enterprise Zone Tax Credit Voucher (EZTC) Program, and $420,000 in 
Community Development Block Grant (CDBG) funds allocated to the City’s regular 
Microloan Program.

background

On March 17, 2020, the Los Angeles City Council (City Council) adopted a Motion (Council 
File 20-0147-S23) instructing the City Administrative Officer (CAO) and EWDD to report on 
the feasibility of (1) implementing a zero-interest loan program for local businesses 
comprised of 100 employees or fewer and experiencing a 50 percent loss in revenue 
because of the Coronavirus Disease 2019 (COVID-19), and (2) recommendations for
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initiating a grant program to support small businesses with five employees or fewer that are 
currently expericening difficulties paying their employees due to lost revenue from COVID-
19.

The global COVID-19 outbreak has impacted the life and wellbeing of the residents and 
businesses in the City of Los Angeles, causing profound economic distress. Small 
businesses across the City are feeling the financial crunch from COVID-19 restrictions and 
the Mayor’s Safer at Home Order issued in March. It is anticipated that the disruption to 
businesses from COVID-19 could lead to numerous business closures in 2020, which will 
further result in the loss of hundreds of thousands of jobs from the L.A. economy before the 
summer.

discussion

Implementation of Loan Program
In an effort to stem the sweeping impact the COVID-19 pandemic is having on its small 
business community, the City responded swiftly by establishing the Small Business 
Emergency Microloan (Emergency Microloan) Program, which is already being 
implemented by EWDD. The Emergency Microloan Program provides financing needed to 
strengthen small businesses to help continue or re-establish their business operations and 
retain their employees. The Mayor, with the support of the City Council, approved $11 
million in funding for the program, which offers loans citywide to businesses affected by 
COVID-19. Business owners can apply for loan amounts between $5,000 and $20,000, 
with favorable terms of either 0 percent for 18 months or 3 percent for up to 5 years. 
Repayments can be deferred up to 12 months. Loan proceeds can be used to cover 
working capital, such as but not limited to payroll, lease payments, and utilities. The 
flexible underwriting and streamlined processing help facilitate timely delivery of the much 
needed resources to cash strapped business owners. To date, EWDD has received over 
3,600 submitted applications, which are in various stages of review, approval, and funding 
through the on-line system, with an additional 17,800 applications in-process, but 
incomplete.

The Los Angeles Economic Development Corporation’s research indicates that small 
businesses are facing liquidity issues, especially in service sectors that have been 
mandated to close, including restaurants, gyms and many entertainment venues. Small 
businesses across all industries are struggling as the majority of their customer base is self- 
distancing and self-isolating. The chart on Page 3 provides a sample of the top 10 types of 
businesses seeking assistance through our Emergency Microloan Program. Not 
surprisingly, many of the businesses are in the service sector, and the majority have 
applied for the maximum loan amount of $20,000.
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Number of Businesses

A 322

171118

155

■ Professional Services ■ Retail ■ Restaurant

■ Health & Beauty Service Provider ■ Medical Services

■ Manufacturing

■ Entertainment Industry

■ Wholesale■ Wholesale

■ Production Company

Implementation of Grant Program

CDBG is funding the City receives from the U.S. Department of Housing and Urban 
Development (HUD), and managed by HCIDLA. CDBG allows for activities that will 
expand economic opportunities for low- and moderate-income persons, particularly 
activities that will support and foster microenterprise businesses. A microenterprise is 
defined as a commercial enterprise that has five or fewer employees, including the owners. 
Eligible microenterprise activities include the provision of grants, loans and other forms of 
financial support for the stabilization of microenterprises owned by low-income persons or 
that will retain jobs held by low-income persons.

EWDD has confirmed with HCIDLA that implementing a grant program funded with CDBG 
that supports businesses with five employees or fewer may be feasible, subject to CDBG 
regulations and funding availability. Accordingly, HCIDLA, who manages CDBG funding, 
will need to be instructed to work with EWDD to further explore the feasibility of meeting 
HUD requirements, including possible Consolidated Plan and/or Annual Action Plan 
amendments, development of project eligibility, identification of the amount of CDBG 
funding available, and submission and approval of environmental clearance. Once these 
items have been developed, submitted and approved by HCIDLA and HUD, if necessary, 
EWDD wll report to Council on the grant program design.

Other City of Los Angeles Business Loan Programs

In addition to the City’s Emergency Microloans, EWDD will continue to offer the following 
programs:

Section 108 Loan Payment Relief - Businesses impacted by COVID-19 may struggle to
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meet their Section 108 loan payments. EWDD offers payment forbearance for six months 
on existing federally insured Section 108 Business Loans. The forbearance will allow 
businesses the flexibility they need to make loan payments without incurring additional 
fees, or negative incidents reflected in their payment history with the City.

EDA Revolving Loan Fund - The revolving loan fund helps address areas of economic 
distress by providing alternative financing options to the City’s business community. These 
loans, which range from $50,000 to $750,000 are currently offered at low competitive rates 
and can be used for working capital, inventory, equipment, tenant improvement, real estate 
and refinancing of high interest debt.

Small Business Loans - This program provides loans to small businesses that private 
lenders cannot finance. Loan amounts range from $50,000 up to $500,000, which can be 
used for working capital, equipment, leasehold improvements, and inventory.

Other Government Loan Programs

EWDD is committed to assisting businesses by facilitating information on other non-City 
resources that may be available. To that end, EWDD prepared a resource guide that 
included various programs that target businesses that have been impacted by COVID-19. 
The resource guide, dated 3-20-20 from the EWDD General Manager, was sent to EWDD 
contractors and service partners, including BusinessSource contractors as "EWDD 
Information Bulletin No. 20-02 Regarding COVID-19”. The resource guide included 
information such as:

The Small Business Administration (SBA) Economic Injury Disaster Loans offer low-interest 
loans for working capital to small businesses suffering substantial economic injury as a 
result of the COVID-19. With loan amounts of up to $2 million, they provide assistance to 
small businesses to help overcome the temporary loss of revenue they are experiencing. 
The interest rate is 3.75 percent for small businesses, and 2.75 percent for non-profits. 
Terms are determined on a case-by-case basis, based upon each borrower’s ability to 
repay.

The SBA Paycheck Protection Program provides forgivable loans for small businesses to 
keep their workers on the payroll. The loans will have a maturity of 2 years and an interest 
rate of 1 percent. Funds can be used for payroll, rent, mortgage interest, or utilities. The 
program will be available between April 3, 2020 through June 30, 2020. Forgiveness will 
be based on the employer maintaining or quickly rehiring employees and maintaining salary 
levels.

The California Infrastructure and Economic Development Bank (Ibank) offers loan 
programs for businesses affected by disasters in California. IBank, a unit within California 
Governor’s Office of Business and Economic Development (GO-Biz), offers the following 
loan programs for businesses from one to 750 employees (small businesses):

• Disaster Relief Loan Guarantee Program (DRLGP) - IBank will issue loan 
guarantees up to 95 percent of the loan through its partner Financial Development 
Corporations to help small business borrowers who were impacted by disasters or 
public safety power shutoffs and who need term loans or lines of credit for working 
capital. Small businesses, including small farms, nurseries, agriculture-related



Business Loan Program Report Back Page 5 of 5 April 28, 2020

enterprises and nonprofits that have suffered an economic loss and/or physical 
damage may apply. This disaster program will help lenders and small businesses by 
providing loan guarantees of up to $1 million for small business borrowers in 
declared disaster areas.

• Jump Start Loan Program - IBank is offering loans from $500 to $10,000 to low- 
wealth entrepreneurs in the declared disaster and emergency areas through its 
Jump Start Loan Program. IBank established the Jump Start Loan Program in 2016 
as a small loan and financial literacy/technical assistance program designed for low- 
income small businesses in low-wealth communities, including businesses owned 
by women, minorities, veterans, people with disabilities and those previously 
incarcerated. Access to IBank’s Disaster Relief Loan Guarantee Program and Jump 
Start Loan Program can be made through its partner Financial Development 
Corporations (FDCs).

conclusion

EWDD is currently implementing a zero interest, no fee loan program for local small 
businesses comprised of 100 employees or fewer impacted by COVID-19. Futhermore, 
EWDD will continue to work with the City Council, Mayor and HCIDLA to assess the option 
of utilizing CDBG funds to provide grants to small businesses with five employees or fewer 
that are currently experiencing difficulties paying their employees due to lost revenue from 
COVID-19

CAROLYN HULL 
General Manager

CH:SH:DH

CC: Deputy Mayor William Chun, Mayor’s Office of Economic Development


