Overview

Overview of GroundBreak Coalition September workgroup
meetings

Inspring of 2022, GroundBreak Coalition officially began a year-long process to build a platform to close the racial wealth gap
and achieve carbon neutrality. The effortis split up into three phases — Discover, Design, and Deliver — with an end-of-year
deliverable of "capital pathways" for corporations, financial institutions, government, philanthropy, and individuals to equitably
and efficiently invest. The coalition includes approximately 45 steering committee members with an additional 155 members
split into the following four workgroups:

Homeownership

BIPOC Entrepreneurship
Commercial Development
Rental Housing

In August, Imagine Deliver joined the GroundBreak Coalition as a facilitation, strategy, and project management partner while
Frontline Solutions transitioned away after servingin a similar capacity.

The following reportis a synthesis of each workgroup's September virtual convening, which aimed to align the workgroups,
identify workgroup members’ locus of control/readiness for change and begin ideation on a specific solution expressed during
the Discover phase.

GBC Phases Design
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Overview

Rental Housing

Homeownership

Commercial
Development

BIPOC
Entrepreneurship

What we learned in September

Each workgroup shared a similar but unique agenda that was created in partnership with the workgroup's subject matter expertstaff
team. The table below includes an overview of the key themes shared in each 3-hour workgroup meeting.

Workgroup

Designing forthe end-user
Overcomingbarriersto secure funding
Creating non-capital solutions
Reframing risk

Designingforthe end-user
Creatingspecial purposecredit programs
Improving down payment assistance
Addressing non-capital needs

Designing forthe end-user
Providingflexible funding
Expandingthe role of philanthropy
Creating crowdsourcing opportunities

Designingforthe end-user
Increasing avenues to startup capital
Overcoming barriers to secure capital
Removingbiasinlending practices
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Workgroup members called fora holisticsolution for Black renters to build wealth that addressed the
underlying racist roots of the problem statement. Members wished for solutions to be designed with the
end-users of the rental housing system, Black renters, at top of mind. Ideation focused on ways toincrease
access to capital fordevelopers, particularly Black developers, improvements to policies, and reframing the
narrative around risk.

Workgroup membersimagined ways to increase homeownership among Black wealth-builders. Members
grounded theirideation activity by humanizing theirend-user, Black homebuyers, through creating a
shared avatar. The workgroup focused on ways special purpose credit programs can be used to center Black
homebuyers, how down payment assistance programs can be improved, and how non-capital solutions like
representation of underwriters might transform Black homebuyers' experiences.

Workgroup members grounded their meetingin the lived experience of three local BIPOC

developers. Members learned of the innovation and mission-driven resilience as well as the disparate
challenges BIPOC developers like the three guest speakers face. Inan activity framedto, in part, solve for
the pain points the panelists shared, members dreamed of flexible funding as a stepping-stone to build
wealth, ways philanthropy can eliminate barriers to entry, and how crowdsourcing can help close capital
gaps for Black and brown developers.

Workgroup membersimagined ways to fill the "friends and family" gap in startup capital. The group'stime
togetherwas groundedin the lived experience of three local BIPOC entrepreneurs who have or are
currently overcomingsignificant obstacles to secure $250,000 or less within the current entrepreneurship
ecosystem. One of them had to leave Minnesotaand the othertwo are considering leaving. Members
sharedideas like how working capital guarantees might fillthe friends and family gap, how the philanthropy
due diligence process could be less burdensome, and how racial bias is the undercurrent to insufficient
lending.
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September workgroup meeting highlights

Rental Housing

7\

Homeownership

Commercial
Development

]
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BIPOC
Entrepreneurship

Date: Monday, September 19th

Design Question: How might we
create a capital product that is
widely available and accessible to
BIPOC developers?

Date: Wednesday, September 21st

Design Question: How might we
support access to homeownership
for Black homebuyers at scale?
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Date: Tuesday, September 27th

Design Question: How might we
support access to capital for Black
commercial developers at scale?

Date: Tuesday, September 20th

Design Question: How might

we create a capital product that
is widely available and accessible
to early-stage Black entrepreneurs
at scale?

\\



Overview

GroundBreak Coalition workgroups uniquely crafted problem

Rental Housing

Revised Problem Statement: Black renters, especially those living with

incomes at or below 60% AMI, facethe greatest rental housing

instabilityin the region. The current housing system does not:

. Produce or preserve affordablerental homes sufficientto meet
this need

. Limit extreme rent volatility

. Prohibitlongstanding exclusionary tenant practices

. Enablechoices inracially concentrated areas of affluence

. Serve as the foundation for a household to thrive

Homeownership

Revised problem statement: Blackresidents should beable to attain
and maintain affordable, sustainable homeownership and build
wealth, yet the housingsystem fails to serve their needs, and current
policies, programs, and capital processes servea limited number of
households.
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statements

Commercial Development BIPOC Entrepreneurship

Capital Barriers

Developer does not have enough cash on hand to maximize funds
needed from the bank

In our current system, developers typically havea significant capital
stackgapto close

Current solutionsto solve for the capital stack gap require multiple
applicationsand sources over years, with no guarantee to close

(e.g.. grants, tax credits, PRI, bonding, capital campaign)

Investors are more attracted to high-risk projects/businesses and not
necessarily monetizing community projects or ESG scores

Developer cannotguarantee personal property

Relationship Barriers

Limited relationships with investors

Developer does not trust the financial sector enough to guarantee
personal property

Developer does not have a business plan or marketablevision to
attractinvestors

Developer does not have an experienced development team/capacity

Pre-development Barriers

Limited pre-development capacity

Limited knowledge of development/underwriting requirements
No funds to pay for pre-development consultant

Does not have a business plan or marketablevisionto attract
investors

Early Stage: <$250K needed

Startup capital (traditionally personal wealth, friends and family)
Small expansion opportunities and working capital <5250k (new
equipment, additionallocation, technology, employees)
Building/land ownership

Growth Stage: $250K-$S1M

Growth stage capital (traditionally personal wealth, friends and
family, banklending)

Equity assets thatallow for leverage with loans

Growth investment of patient capital to sustainably grow their
business

Relationships with power brokers, partners, and capital holders
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Meeting Overview & Key Takeaways



Rental Housing | Overview

Overview of the rental housing workgroup’s time together

On September 19t, the rental housing workgroup convened virtually to begin applying Discover phase
learning to design solutions that allow Black renters to build wealth.

Members began by humanizing the experience of theirend-user, Black renters, and expanding on pain
points, existinginterventions, and opportunitiesin theirjourney to find sustainable, affordable rental
housing.

The workgroup builtashared analysis through anideation activity to address our design question: How
might we create a capital product thatis widely available and accessible to BIPOC developers?
Workgroup members shared their perspectives on the following questions (full results can be foundin

AppendixA):
What interventions have you seen work well for affordable housing developers?

What needs to be different from how things are today for this capitalto benefit Black renters at or
below 60% of AMI?

What do we need to do to make it accessible to developers building for <60% AMI?
How might we ensure this capital supports atscale (atleast 37,000 units built)?

What are three impactful actions, interventions, or changes that need to happen NOW to make low-
cost capital available to developers permanently?

Given everything we have discussed: what does this product look like?

Draft | Business Confidential | Prepared bv Imagine Deliver for GroundBreak Coalition




Rental Housing | Discussion Themes

Workgroup members called for holistic solutions for Black
renters to build wealth

Workgroup members spent three hours in relationship with one another, building on the shared wisdom of the group to identify opportunities to increase affordable housing units built
by Black developers. Throughout the meeting, discussion centered around four key themes: designing for the end-user, overcoming barriers to secure funding, creating non-capital
solutions, and reframing risk. Below is an overview of key takeaways within each theme.

Designing for the end-user

Workgroup members emphasized the
importance of centering the experience of
Black renters when designing solutions to
improve the rental housing ecosystemin the
Minneapolis-St. Paul (MSP) region. More
specifically, they recommended approaching
solution design by segmenting Black renters
intothree categories to holistically plan for
theirunique needs. The three categories
were:

* Householdsatorbelow 30% of AMI

* Householdsatorbelow 50% of AMI

* Households atorbelow 60% of AMI

Additionally, rental assistance mentioned
frequently as a needed intervention.

Overcomingbarriersto

secure funding

Funding challenges were expressed
universally. Members emphasized how
specificfunding needs are unique depending
on scale and identity of developers. For
example, large developers versus small, non-
profitdevelopers versus BIPOC-led
developers.

In an activity focused on what capital solutions

affordable housing developers -- particularly

Black developers -- need, members noted the

following suite of opportunities:

* Accessto predevelopment funding

* Consolidated funding sources

* Increased “accessto equity capital”

* Supportforsite acquisition

* Post-development capital supportto
properly maintain the development

Creating non-capital
solutions

The state of the current rental housing system
isan outcome of decades of racistand
extractive policies and practices. Therefore,
workgroup members encouraged
GroundBreak Coalition to look beyond capital
constraints and address broader systems that
lead to wealth-buildinginequities for Black
renters. Specifically, workgroup members
expressed aninterestinfocusingonthe
following non-capital solutions:
* Policy changestoincrease tenantrights and
protections
* Diverse representation of housing
developers
* Streamlined “development creation”
process
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Reframing risk

The perceptionthat affordable housingisa
risky investment has stymied the affordable
housing ecosystem. Many workgroup
members emphasized the countless studies
that have disproven this harmful myth.
Members shared that rental housing provides
a modestreturnandis infact, is a low-risk
investmentforreasonsincluding:

. Low default rates

. Predictable and steady demand

Reframingthis false narrative, often held by
investors and funding partners, is akey step to
adequately funding affordable housing
projects.

P



Rental Housing | In Their Own Words

Designing forthe
end-user

"We need to separate 60%, 50%, and 30%
because there maybe different private
investment products available that are
applicable.”

nn

| wantto make sure that we're not being

synonymous with under 60% AMI and Black
households. That totally absolves that focus [on

Blackrenters]."

Overcoming barriersto
secure funding

“Enterprise-level capital. That makes a big
difference. When, as a developer, you don't
have to go with everysingle transaction to look
fora new source of funding, that takes a | ot of
time. It slows things down, it costs money.
Enterprise-level financngwould be very helpful
fororganizations that have development
capadty.”

“We had accessto the Fannie Mae healthy
housingrewards program, where we gotan
evergreen source of funding for s ocial services
in the properties we've developed, not all of
them, buton a few that's beenamazing. | wish
we hadmore of that."

“Investors need to invest in Black developers
buildingfor Black people.”
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Creating non-capital
solutions

"Administrative policiesthat could happen at
publicagenciesor, you know, CDFls. Um, | don't
know, to what extent banks may have that. Um,
and then, youknow, uh, publicbudgets, uh,
being anotherthingto, uh, reinforce policy. | do
think the, the kind ofstatutory versus
administrative policy differential is important
because, you know, there have been some
reallyremarkable changes that have happened
with administrative authority.”

"Ourstatelaw is so landlord advantageous,
renterdisadvantageous...| mean, there are
some things that we should be able to get
passed into state lawto just tryto level the
ground a bitthatreflects more ofthe best
practices ofthose of you who are tryingto do
this forthe right reasons in the right way."

Reframingrisk

“Affordable housing is probably the most stable
investment that anyone can make.”

”"Rental housingis the most secure real estate
assetclass.”

“Housing and community development, in fact,
are fairly stable and dependable

investments. Market demandis strong, most
of the projects are government-backed, and the
products are very proven.”




Rental Housing | Preparation for Change

Assessing rental housing workgroup's preparation for change

"Which levers can you influence to bring about systems-level change?”

Systems do not change without individual action and authentic collaboration. 17
To close the wealth gap for Black Minnesotans, GroundBreak Coalition formed to
work in an urgent, coordinated fashion to shift resources, policies, power, and
narratives over the next 10 years, with a focus on resource transformation in the
first year.

To assess readiness for rapid action, Imagine Deliver asked workgroup members
to share honestly about their individual level of preparation to move rapidlyin
affecting largescale change. Workgroup members assessed their own
preparation for change, answering the question “which levers canyou influence

11

to bring about systems-level change?” through Mentimeter and followed with a Relationsins
brief discussion. Convene

collaborators to
address
elements of our
journey map

In the rental housing workgroup, discussion centered around their personal
influence to convene collaborators, redistribute resources, change policies, and
implement products and services (as shown on the graph to the

right). Participants expressed that results were as they anticipated and that they
felt particularly pleased that the group held influence regarding resource
distribution and policy development to address rental housing pain points.
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Resources:
Redistribute
resources to

help produce or
preserve
affordable rental
homes

Policies: Change Products:
explicit policies Implement
to address rental products to
housing pain reduce Black
points renters, living

with incomes at
or below 60%
AMI, from rental
housing
instability

Services:
Implement
services to
reduce Black
renters, living
with incomes at
or below 60%
AMI, from rental
housing
instability



Rental Housing | In Their Own Words

"That's one of the things that makes me nervous when we

5 :
talkaboutall the needs up to 60% of AMI, because if we "Black families need to have developers that

"There are some things that we should be able toget (:En'\tvcr?ulecf/ilvhelzhfivith:dpowirto don\i’\rlmhai]tlihni?/\cljedrtzr represent them building these
passedintostate law tojusttry to level the ground abit < ‘oe,. d o' enendsup app;e gos at We e Products. | think that that's very essential. I think thisis
and reflect more of the best practices of those of you who up doingalittle bitfor people at 60% or 50% of AMI and the firstti e o .
. . . . : ' . . e firsttime whereit'sevident thatit's happeningin
are tryingto do this for the right reasonsin the right way." our effortsdon't get to the folks at 30% of AMI. So, | think

Minnesotaand I'm grateful forthat, but it needs to

that's where | wantto be clear that we're calling out . "
continue to happenalotfasterthan the current rate.

consistentlyin ourgoals that we're going to pay attention
to the needsatall levels."
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Homeownership | Overview

Overview of the homeownership workgroup’s time together

On September 21st, the homeownership workgroup convened virtually to

begin applying Discover phase learning to design solutions that supports Black homebuyers. Members
began by humanizing the experience of their end-user, Black homebuyers; expanding on pain

points; existing interventions; and opportunitiesin theirjourney to increase Black homeownership.

The workgroup builtashared analysis through anideation activity to address our design question: " How
might we supportaccess to homeownership for Black homebuyers at scale ?" Workgroup members shared
theirperspectives on the following questions (full results can be foundin Appendix B):

What are the most consistent ways | have seen Black homebuyers successfully become homeowners?
What needs to be different from how things are today for this capital to reach Black wealth-builders
specifically?

What are 3 impactful actions, interventions, or changes that would need to happen NOW to make
homeownership accessible to Black homebuyers permanently?

Who (all) should be able to deploy this product?

Moving beyond 'pilots,' how is my organization positioned to make this solution possible at scale?

The meeting concluded with a conversation around our shared understanding of the systemicracial
barriers that plague the homeownership space as well as our commitment to use our powerto fightit.
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Homeownership | Discussion Themes

Workgroup members imagined ways to increase homeownership
for Black wealth-builders

Workgroup members spent three hours in relationship with one another, building on the shared wisdom of the group to identify opportunities to increase access to homeownership
for Black homebuyers. The discussion centered four key themes: the importance of designing for the end-user, creating Special Purpose Credit Programs, improving down payment
assistance, and addressing non-capital needs. Below is an overview of key takeaways within each theme.

Designing for the end-user

Acknowledging firstand foremost that

Black homebuyers are nota monolith,

workgroup members created ashared

perspective of who theirend-user might

be. The workgroup's avatar was depicted

as a Black family thatis:

*  Tryingto buya home where
neighbors look like them

. Lookingfora homeina neighborhood
where they can buy fresh food within
walking distance

. Spendingsignificant energy worried
aboutand navigating the region's lack
of inventory

* Livinginaneighborhood with good
schools thatare culturally affirming

Creating special purpose

credit programs

The use of Special Purpose Credit Programs
(SPCPs) was frequently mentioned as an
avenue toreduce the racial equity gapin
homeownership.SPCPs seemed to be a
popularsolution due to theirability to
focus specifically on racial identity and
address the impact of systemicracismand
discriminatory lending on Black families.

Workgroup members shared opportunities
where SPCPs might provide Black
homebuyers with assistance, including:

* First mortgage products

* Down paymentassistance programs

Improving down payment

assistance

Down payment assistance (DPA) programs

were cited as both a successful mechanism

for increasing homeownership for Black

homebuyers as well as an opportunity for

improvement. Below are alist of waysin

which members shared DPAs might be

improved, including:

* Implementingauniform application

* Standardizing underwriting terms

* Universally adopting best practices

* Includinggrantsorforgivable loans

* Creatinga "pool" of DPA programs for
ease of navigation and selection

Additionally, better education on DPAs for
lenders and realtors was also noted as
aneededintervention to ensure Black
homebuyers have access to this benefit.

Addressing non-capital

needs

While fundingis crucial in helping Black

homebuyers achieve homeownership,

workgroup members discussed the need

for non-funding measures as well.

Interventions thatincreaserepresentation

were frequently mentioned as agreat

need. Belowisalist of interventions

suggested toimprove the homebuying

ecosystem:

. Increasing the pipeline of Black real
estate professionals

. Hiring more BIPOC, specifically Black,
underwriters and loan officers

. Utilizing Black navigators to support
people through the homebuying
process
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Homeownership | In Their Own Words

Designing forthe
end-user

"Theyare atwo-parentincome family that
make enough that theycan’t getassistance but
notenoughto afford ahome."

"Looking forward to buildingstable, long-term
relationships."

"Thisis a familythat has multiple jobs and
multiple sources ofincome."

"Theyare skepticalbecause family was a victim
to predatorylending."

Creating special purpose

credit programs

“The solutions have to be

racially explicit, whichcanbe hard because of
fairhousinglaws. Special Purpose Credit
Programs address thisissue.”

"DPAiis reallyimportant, but what would be
reallycoolis to see something come out of the
Twin Cities thatis a Special Purpose Credit
Program that canactuallybe usedina
meaningful wayinour ecosystem.”

"Being able to target capital to benefit
Blackhomebuyers (SPCPs, other) and forthe
majorlenders to develop and leaninto
targeted programs to achieve scalability."
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Improving down payment

assistance

“Uniform DPA requirements

from investors/lenders for the capital that

is provided. Nonprofits aren'tthe oneswho
make DPA hard. The investor/funder
requirements that nonprofits are required to
abidebymakeithard."

"Part of the challenge is down payment
assistance programs around the state are not
uniform, and that makes it difficult for lenders,
realtors, home ownership, advisors, and clients
touse them.”

"Standardize and "pool" DPA programs so
that homebuyers, nonprofits, lenders can
become more familiar, and so that the funds
are still available whenthe homebuyeris
ready."

Addressing nhon-capital
needs

"My biggest fearright nowwith the feds raising
theseinterestrates, | don't care howmuch
down paymentassistance is out there. There's
noinventory. And the inventorythatwe do
have is upto theirbuying power. If they raise
the rates a point, apparentlytheir buying
powercould godown 11%.”

"Representation Matters. Homeownership
conversations and trust begins with
professionalsthat understand your background
without havingto fill out a questionnaire or
applicationfirst."

"It's a hard sell, to get Black Homebuyers or
prospective homebuyers to go into institutions
where the faces are all white or do not | ook like
the Homebuyers."




Homeownership | Preparation for Change

Assessing homeownership workgroup's preparation for
change

‘| have a deep understanding of how racism
plagues the commercial development space’

18

Systems do not change without individual action and

authentic collaboration. To close the wealth gap for Black

Minnesotans, GroundBreak Coalition formed to work in an urgent, coordinated
fashion to shift resources, policies, power, and narratives over the next

10 years, with a focus on resource transformation in the first year.

4
To assess readiness for rapid action, Imagine Deliver asked workgroup members to
share honestly about their individual level of preparation to move rapidly in
affecting largescale change. Workgroup members assessed their own preparation True False
for change, testing two true or false statements: *11 did not respond
‘| am committed to using my power to
I have a deep understanding of how racism plagues the homeownership space. address the systemic barriers that prevent
I am committed to using my power to address the systemic barriers that prevent black homeownership
Black homeownership. 24

In the Homeownership workgroup, discussion centered around their personal
influence to convene collaborators, redistribute resources, change policies, and
implement products and services (as shown on the group to the right). There was
discussion about the various ways individual organizations need to change in order
to effectively exercise their area of power and influence.

0
True False

*9 did not respond
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Rental Housing | In Their Own Words

"In Black households, talking about banking, home

. o . . "I feel ldo have a deep understanding because I've donea
ownership, building wealth, and earning assetsis nota

; "| feel like our responsibility is making sure we have this lot of work to understand as much as | can. | also think
part ofoureverydayco.nversanon. How dowe get thatas deep understanding and that we're continuing to put it's critical to not assume that the learning ever stops also
a part of the conversations so folks can be aware of what forward the solutions created by the community." to step back and make sure that people of colorare

the opportunities are and the resources that are out

leadingthe solutions, and in this space, that Black people
there?"

are the solution."
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Commercial Development | Overview

Overview of the commercial development workgroup’s time
together

On September27th, the commercial development workgroup convened virtually to begin
applying Discover phase learning to design solutions that support Black developers.

Members began by humanizing the experience of theirend-user, Black developers . The workgroup was
groundedin the lived experiences of BIPOC developers and their commitment to the communities they
serve.
The workgroup proceeded tointerrogateand build ashared analysis through anideation activity to address
our design question: "How might we support access to capital for Black commercial developers at
scale?" Workgroup members shared their perspectives on the following questions (full results can be
foundin AppendixC):
How might we create a unified system that allows developers to consistently secure 80% senior and
20% subordinate financing?
What needs to be different from how things are today for this capital to reach Black developers,
specifically?
What are the 3 mostimpactful changesthat NEED to happen NOW to make 80% LTC seniorloansfrom
the private sectoravailable to Black developers?

The meeting concluded with a conversation around our shared understanding of the systemicracial
barriers that prevent Black developers from succeeding in the commercial development ecosystem as well

as our commitment to use our powerto fightit.
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Commercial Development | Discussion Themes

Workgroup members envisioned pathways to support Black
developers

Workgroup members spent three hours in relationship with one another, building on the shared wisdom of the group to identify capital pathway opportunities for Black
developers to thrive in the commercial development ecosystem. Throughout the meeting, discussion centered four key themes: designing for the end-user, providing
flexible funding, expanding the role of philanthropy, and creating crowdsourcing opportunities. Below is an overview of key takeaways within each theme.

Designing for the end-user

Providing flexible funding

Expanding the role of
philanthropy

Creating crowd sourcing
opportunities

Three local African-American developers share
their story with workgroup members to help
humanize the experience of the end-user. The
guest speakers were:

* Chauncee Hollingsworth of Lowry Hill Capital
* Abe Demmaj of Grass Roots Real Estate

* Johhny Opara of JO Companies

All three developers shared their personal
journey and passion for supporting their
community through commercial development.
The panelist shared how commercial
development is a pathway for individual and
community wealth-building, but the lack of
generational wealth has kept many Black
developers out of this space. The group
emphasized their deep desire for more
representation in the commercial development
ecosystem.

While the premise of the ideation activity
focused on securing 80% senior and 20%
subordinate financing, workgroup members
emphasized the underlying need for flexible
capital.

Ideation of sources for this flexible funding
ranged from private lenders, philanthropy,
grants, and public funds. Ultimately, the
sentiment was for funds that are low- to no-cost,
patient, and forgivable to “gets deals done that
wouldn't be done otherwise” and create wealth.

The members spent a significant amount

of time discussing the role that philanthropy

could play in filling the gaps for Black

developers. With philanthropy dollars, there is
greater opportunity for Black developers to
access equity and debt-free capital. Some
specific ideas included:

* Couple philanthropy grant-making with
program-related investment (PRI) and equity
investment as a singular vehicle

* Create philanthropy support for development
team-building and/or consulting to
strengthen applications and outcomes.

e Provide grant funds in conjunction with loans
or equity investment commitment from the
lender for predevelopment expenses to
reduce front-end risk to the developer.

* Use philanthropy dollars (grants) to support
loan loss reserves (LLR)

e Utilize philanthropy dollars to be a guarantor
for developers.

Workgroup members showed excitement about

having a crowdsource opportunity for Black

developers. There were different ideas for how

to create this pool of money or how it could be

used. But ultimately, there was consensus

around creating a crowdsource effort to support

Black developers.. Some ideas looked like:

* Pooled capital that is “on the ready” to plug
holes in a capital stack

* Crowdsourced individual small investors with
a purpose/focus to invest in Black developers
would bring new capital by lowering the
threshold to entry and connecting the desire
for many to have an impact in a new way.
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Commercial Development | In Their Own Words

Designing for the end-
user

"I think I heard that| wasthe first

Black developerinSt.Paul. Myhopeisthat!I'm
notthe lastandthat we continue to help drive
this conversation onwhywe need more
developers thatlooklike the neighborhoods
thatwe're developingin.”

"Forme, real estateis a bigopportunityfor
us to continue to breakfinandal barriers,
acrossallgroups of people, and give us the
opportunity to obtain wealth that gives us the
freedom to bring more educationand more
access and opportunities to finandal

literacy, wealth development, and all those
different things."

"One of the challenges that aspiring
developers, specifically people of

color, are going to have is that this is a capital-
intensive business. So, if youdon't have
liquidity, you don't have the ability to solve
those gaps financially."

~— ~

Providing flexible
funding

"How do we make access to capital as flexible
as we possiblycan? Whetherthe vehicle is
crowdsourcing or putting in a guarantee, ora
cash flow guarantee pool, or one of the
philanthropic organizations steppinginto
subsidize rent, it all flows to the same thing."

"When | lookat capital, it has to be flexible
enoughto coverthose individual gaps."

"l don'treallycare where the capital is coming
fromas long as | could dothe workto service
the community, right? And sometimes when
you're doing that, you, you need that ability to
navigate through those tough times while
havingthat flexible capital to be able to work
through."
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Expanding the role of
philanthropy

"I'm curious about a wayto make thata

little more streamlined sothat corporations
and philanthropycan see when there's a
project with a gap thatis something we could
step in and work with. Orwhenthere's a need
fora guarantor, if there's opportunity to give
to the pool.Ithinkthatthose would be
interesting options for philanthropy that wants
to support developmentinthisway."

“There’s alot of private capital comingin

and buying single-family homes

and selling them to people who

can affordthem (not people who currently live
in the community) and taking them off

the rental market. We need to

think about how we restrain private capital to
keep it from being extractive.”

Creating crowd sourcing
opportunities

“I'justreallylove that crowdsource investor
pool sinceitfirstcame upatthelastsession.
And the wayfolks were talkingabout that as

a vehicle, notjustonthe seniorfinancingside,
butfolks were talking about thatinterms of a
pre-development funding pool as well.
Crowdsourcing is smallbits from everyactor to
create a bigger pool that's more consistently
accessible. That's veryinteresting to me as a
mechanism thatcanbe deployed to support
different pots of moneyat different stages
through the development.”

"I love the crowdsourcingidea, and I'm
notreallyanexpertinthat, butthe more you
can make a marketplace where you can
rentpeople's cash atareallylownumber, the
better"




Commercial Development | Preparation for Change

Assessing the Commercial Development

workgroup's preparation for change

‘| have a deep understanding of how racism
plagues the commercial development space.’

Systems do not change without individual action and authentic
collaboration. To close the wealth gap for Black Minnesotans,

GroundBreak Coalition formed to work in an urgent, coordinated fashion to
shift resources, policies, power, and narratives over the next 10 years, with
a focus on resource transformation in the first year.

T

To assess readiness for rapid action, Imagine Deliver asked workgroup
members to share honestly about their individual level of preparation to
move rapidly in affecting largescale change. Workgroup members assessed
their own preparation for change, testing two true or false statements:

frug Falsa

*11did not respond
‘I am committed to using my power to address

the systemic barrier that prevent Black
I am committed to using my power to address the systemic barriers that developer success."

prevent Black developer success.

I have a deep understanding of how racism plagues the commercial
development space.

9

In the commercial development workgroup, discussion centered around
gaining deeper understanding of systemic racism in the commercial
development ecosystem and using one's power, resources, and social
capital to support Black developers. Workgroup members with varying self-
assessed levels of preparation shared a commitment to leverage their
power, privilege, and resources to support Black developers.

: P
True False *15 did not respond = //\ N
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Rental Housing | In Their Own Words

”l have an understanding of the racism that, plagues
the community development space. Butl don'tknow ifit's
a deepunderstanding. | need to spend more
time listeningand having open dialogue on that.”
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"I'm white. | think that | can developan
intellectualunderstanding. | think that | can develop
relationships with Black and Brown friends who can help
share theirstories. But | will neveractually viscerally
experience racisminthis space because if | were
navigating this space, I'd be navigating systems that were
created forme."

"I want to work more with Black and Brown developersin
the real estate space, whateverthat means. Whether
it'slending, investing, using all my social capital that I've
built up overthe last 20-some years in this space. | guess
I'm kind of putting my career out there to try, and that's
where I'm trying to commit my powerforgood, and if it
works where I'm at, at Bell Bank, fantastic. If it doesn't, I'll
find something else. Butthisisaspace I'mvery
committedto."




£
BIPOC

Entrepreneurship
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BIPOC Entrepreneurship | Overview

Overview of the BIPOC entrepreneurship workgroup’s time
together

On September 20t, the BIPOC entrepreneurship workgroup convened virtually to begin

applying Discover phase learning to design solutions that support Black entrepreneurs. Members began
by humanizing the experience of theirend-user, Black entrepreneurs. The workgroup was grounded in
the lived experiences of BIPOC entrepreneurs, their vision for their businesses, and the hardships they
experienced while starting theirventures in the Minnesota startup ecosystem.

The workgroup proceeded tointerrogateand build ashared analysis through an ideation activity to
address ourdesign question: "How might we create a capital product that is widely available and
accessible to early-stage Black Entrepreneurs at scale?" Workgroup members shared their
perspectives on the following questions (full results can be foundin AppendixD):

What are the most consistent ways outside of “friends & family” that entrepreneurs successfully
access capital to start new business ventures?

What needs to be different from how things are today for this capital to reach Black entrepreneurs,
specifically?

What are 3 impactful actions, interventions, or changes that need to happen NOW to make low-
cost capital availableto Black entrepreneurs permanently?

Given everything we have discussed: What does this product actually look like?
Who (all) should be able to deploy this product?
Moving beyond 'pilots," how is my organization positioned to make this product possible at scale?

The meeting concluded with a conversation around our shared understanding of the systemicracial

barriers that plague the entrepreneurial ecosystem as well as our commitment to use our powerto
fightit.

26 %\\\\\
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BIPOC Entrepreneurship | Discussion Themes

Workgroup members created solutions to the bridge the gap
of "friends and family" funding

Throughout the meeting, discussion centered four key themes: the stories of BIPOC entrepreneurs, increasing avenues to startup capital, overcoming barriers to
secure capital, and removing bias in lending practices. Below is an overview of key takeaways within each theme.

Designing for the end-user

Three local BIPOC entrepreneurs shared their

personal journeys toinnovate solutions to the

"friends and family" capital gap. Guest

speakersincluded:

. Eri O’Diah: Founderand CEO of SIID
Technologies

*  ClarenceBethea: Founderand CEO of
Upsie

. Bella Lam: Founderand CEO of Coconut
Whisk

Panelists shared their unfiltered

experiences as BIPOCentrepreneursin

Minnesotaandtheirshared sense of feeling

out of place or unwelcomed. Theyalso

impressed the unrealisticand unequal

standards they have had to navigate to access

capital comparedto their white counterparts.

Asa result, they shared how theirtime s

focused away from running theirbusinesses

and instead on pitch competitions and

completing technical and cumbersome due

diligence paperwork forfunders.

Increasing avenuesto
startup capital

Workgroup members discussed the need for
debt-free and low-cost capital to provide Black
entrepreneurs with an opportunity to build
equity that has been systemically denied for
generations. Community development
financial institutions (CDFI) and Special
Purpose Credit Programs were both named as
potential pathways to deploy this type of
capital. Specifically, workgroup members
shared the following suggestions for debt-free
or low-cost capital:

. Working capital guarantee programs
from governments, philanthropy, large
institutionalinvestors

*  Forgivableloans of $50-$100k to all Black
graduates from accelerators

. Early-stage grants from philanthropy that
are connected to banks forthe next stage
of a business’ capital needs

Overcomingbarriersto
secure capital

Workgroup members expressed the heavy
burden placed on BIPOC entrepreneurs to
secure capital. Many mentioned the extreme
due diligence they are putthrough tosecure
capital. Others mentioned not having the
collateral needed to access certain forms of
capital.

Members shared ideas to alleviate this burden

such as:

* Relyinglessoncreditscore

* Havingeasierunderwriting practices

* Providinginvestment products that don’t
require collateral or capital

* Maintainingtransparency in standards

¢ Ensuringcreditinvisibility (e.g. rents,
utilities not factored into scoring)

* Givingquickerresponsetimes onwhether
funding has been approved

Removing biasin funding

practices

Biasin funding, fromlenders and philanthropy
alike, continuesto be abarrier for Black
entrepreneurs toaccess capital. Specifically,
one workgroup membershared... “[it’s] the
racism, sexism, bias, and culture here that are
impeding and causing many of these
problems.”

Workgroup members shared specificideas to

systemically eliminate bias, such as:

. Requiring underwriters to complete
implicit bias training

. Amendingrisk assessments to reduce
racial bias

. Removing funding questions that are
rootedin bias
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BIPOC Entrepreneurship | In Their Own Words

Designing forthe
end-user

"We're, stillinthe middle of raising capital right
now. It's beenincredibly hardin Minnesota to
dothat.”

”| feltlike | was an outcast. | always tell the
storyof going to a startupeventin 2015 when |
firststarted, and I remember walkinginand
nobodytalkedto me. | didn't feellike |
belonged in the community.”

“The difference between programs that are out
of state and programs thatareinstate, is that
manyof the programs in state don't offerany
funding. They give you access to knowledge
sharing, whichis great. The knowledge sharing
pieceisawesome and very helpful, but | feel
like I'm expected to learnand become an
expertatsomethingthat someone else went to
college to learnforfouryears andspent five to
ten years building, but I’'m expected to become
anexpertinl2 weeks."

Increasingavenuesto
startup capital

“$20,000,000 of grant moneyto matchany
crowdfunding or friends and family money
raised by BIPOCentrepreneurs."

"Challenge foundations to just give moneyor
make PRIs to Black entrepreneurs."
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Overcoming barriers to
secure capital

"Don’trequire personal and or private capital
(i.e.personalhome) as collateral."

"You need 2 years of experience to get capital,
butyou need the capital to get the experience.”

Removing biasin
lending

“If you would've seenthe number of questions
and thetwo days worth of preparation.. Yet, it's
nota grant.It's justacrazydue diligence
hurdle. That's just part of the process. So,
amending the due diligence process, is what |
wouldsayneedsto be done."

"l gotthissaying, it's called MWG, mediocre
white guys. | said, 'l know I've madeitwhen|
can be mediocre andstill get money.' And |
believe thatis a verytelltale sign of our
communityinMinnesota. BIPOCis trying to
raise $600K, and | cantell you of mediocre
white guysin Minnesota whoraised thaton a
napkinwithno revenue, withnonothing."




BIPOC Entrepreneurship | Preparation for Change

Assessing the BIPOC entrepreneurship workgroup's
preparation for change

‘I have a deep understanding of how racism plagues the
entrepreneurship space.”
Systems do not change withoutindividual action and authentic collaboration. To close Il
the wealth gap for Black Minnesotans, GroundBreak Coalition formed to workinan
urgent, coordinated fashion to shift resources, policies, power, and narratives overthe
next 10 years, with a focus on resource transformationin the first year.

To assess readiness forrapid action, Imagine Deliver asked workgroup members to
share honestly about theirindividual level of preparation to move rapidly in affecting
largescale change. Workgroup members assessed their own preparation for change,
testingtwo true or false statements:

0

True False
*16 did not respond
I have a deep understanding of how racism plagues the entrepreneurship space. ‘I am committed to using my power to address the
I am committed to using my power to address the systemic barriers that prevent systemic barriers that prevent Black entrepreneur
Black entrepreneur success. success.
8

In the BIPOC entrepreneurship workgroup, discussion centered around what it meant
to have a deep understanding of systemicracismin the entrepreneurship ecosystem
and the importance of backing words with action. Workgroup members with varying
self-assessed levels of preparation shared acommitment to leveragetheir power,
privilege, and resourcesto support Black entrepreneurs.

0

True False *19 did not respond ) //\\\\\
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Rental Housing | In Their Own Words

“l answered true, but | can say that with humility that not
havinglivedit, | don'tknow how deep my understanding
is. So, | appreciate the panel at the top of the call that
really shared what theirlived experienceis. | feellike
know the facts, but | don't know the experience, if that
makes sense.”
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"I would argue that many people don't understand,
because if we did understand, we would have the right
guestionstoask. | don'tthink we're asking the right
guestionstogettothe underlyingissue.”

“I would love to know who has already been doingit. Not
that I'm committedtodoit, butrather, who has already
done this'user power'because it's one thing to say you're
goingtodo it, but we need some receipts."




