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Overview

Overview of GroundBreak Coalition October
Workgroup Design Sprints

In the fall of 2022, GroundBreak Coalition entered the Design phase ofthe six-month Discover, Design and Deliver process. GroundBreak Coalitionis a group of corporate, civicand philanthropic | eaders committed to
regional advancements inracial equityand carbon neutrality. Thesecorporate, civic and philanthropic leaders organized themselves into four workgroups that aligned with theirinterest and expertise. The four workgroups
are focused on advancing radal equity through creating capital pathways inthe areas of 1) Rental Housing, 2) Homeownership,3) Entrepreneurship, and 4) Commercial Development.

GroundBreak Coalitionis using a targeted universalism approach, focusing onthe communities that are the most marginalized to build better systems foreveryone. In particular, at thisstage of the coalition, workgroup
members are focusingon Black renters, homebuyers, e ntrepre neurs and commercial developers.

Imagine Deliver, which joined GroundBreak Coalitionin August as a facilitation, strategy and project management partner, | ed the design sprints in partnership with workgroup subject matter experts. The design s prints,
which followed a human-centered design methodology, were fast-paced 4-hour, in-person sessions intentionally crafted to focus workgroup members' creativity and knowledge to produce transformative solutions. Each
sprint followed thisstructure:

. Workgroup members learned the purpose of the day: to design capital solutions that will a dvance racial e quity.

. Workgroup members divided into teams and guided them through problem-solving activities that focus on the experiences of the end users, Black wealth-builders, to design better solutions. Subject matter e xperts
hand selected each team to ensure diverse re presentation of expertise and e xperience.

. Imagine Deliver gave each team an avatar, whose description served as design requirements. GroundBreak Coalition’s end users were re presented by avatars with real-world stories and pain points faced by Black
renters, homebuyers, developers and entrepreneurs.

. Teams engagedina seriesof activities to refine and deepen their capital solution, ultimately building a physical re presentation ofa neworimprovedsolution.

The following reportis a synthesis of each workgroup's October in-person design sprint, which aimed to utilize learnings from the Discover phase and the September design meetingto draft capital solutions that would
inform the final capital pathways. Following the design sprint, subject matters e xperts from each workgroup will draft capitd pathways to deliver to the Steering Committee. The Steering Committeeis a group of over40
leaders whose organizations have agreed to work collectively to close racial gaps in income and wealth through the four majorareas. Steering committee members will be champions ofthe capital pathways intheir
respective spheres to bringthem to fruition.

2023

Draft
Capital
Pathways

Discover Deliver

, Sprint—> Refine — Refine~* Implement
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Overview

October Design Sprint Highlights

Rental Housing

29 Participants
6 Design Teams | 6 Capital Solutions

Homeownership

36 Participants
6 Design Teams | 6 Capital Solutions

BIPOC Entrepreneurship

27 Participants
5 Design Teams | 5 Capital Solutions
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Commercial Development

20 Participants
5 Design Teams | 5 Capital Solutions



Overview

Our North Star

Rental Housing Commercial Development BIPOC Entrepreneurship

Problem Statement: Black renters, especially thoseliving 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

J Prohibitlong-standing exclusionary tenant practices

. Enablechoices inracially concentrated areas of affluence

. Serve as the foundation for a household to thrive

Goal: Closethe racialgapinhousingstability. Create/preserve ~41,000
units of affordablehousing

Homeownership

Problem Statement: Blackresidents should beableto attain

and maintain affordable, sustainable homeownership and build
wealth, yet the housingsystemfails to servetheir needs. Current
policies, programs and capital processes servea limited number
of households.

—Goal: 20,000 new Black homeowners
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Stage
To renovate/update a building

To construct a new building:

c 75-80% costcoverage for construction
. Really goodinterest <5%
c Long amortization period — 15-20 years

Capital Barriers

* The developer does not have enough cash on hand to maximize funds
needed from the bank.

* Inour current system, developers typically havea significantcapital
stackgapto close.

e Current solutionsto the capital stack gap require multipleapplications
and sources over years, with no guarantee to close(e.g. grants, tax
credits, PRI, bonding, capital campaign).

* Investors aremore attracted to high-risk projects/businesses and not
necessarily monetizing community projects or ESG scores.

e The developer cannotguarantee personal property.

Goal: 30 community-led transformative developments

Early Stage: <$250K needed

. Starting up 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-$1M needed
. 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

Goal: 13,500 additional BIPOCbusinesses;20% employing 5+




Overview

Workgroup

Summarized Insights by Workgroups

Highlights

Rental Housing

* Streamlined funding with new funding streams: Working groups proposed solutions that would facilitatetransformational alignment between lenders and
public/privatefunders to reduce costs, time to completion and uncertainty. They also proposed an array of evergreen funding streams to maximize production
from existing resources.

* Focus on Black renter wealth and other, less restrictive supports: Workgroup members dreamed of solutions thatwould allow Black renters to build wealth
whilerenting and havingaccess to a range of needs beyond housing,such as healthcare, childcare, eldercare,andjob training.

* Innovatively addressing deep affordability: Working Groups ideated on innovative ways to raiseand target capital to address deep affordability, from Pay for
Success-like, Guaranteed Rental Income bonds and tax credit programs.

Homeownership

* Programs that support affordable homeownership: Workgroup members across teams wanted to make purchasinga home attainablefor Black homebuyers
through a robustcatalogof programs such as down payment assistance, home repair funds and short-term forgivableloans.

* Collaboration between lenders and funders to fill funding gaps: Workgroup members leveraged different types of funders such as philanthropies, government
and financialinstitutionstofill gaps in existing services and programs or create new program..

* Leverage existing resources for program sustainability: Workgroup members envision a network of systems, both new and existing, that systematize home
purchasingacrosstheboard for prospective homeowners ina transformative way.

BIPOC Entrepreneurship

* Collaboration between lenders and funders to fill funding gaps: Workgroup members imagined designs thatpolled or layered fundingsources from
CDFlIs, government, philanthropists, privateindividualsand large corporationsto bridge fundinggaps on entrepreneurial expenses.

* Flexible termsto prioritize choice and autonomy for entrepreneurs: Workgroup members designed capital solutions with flexible terms and less restrictive
eligibility requirements. This would allow entrepreneurs to choose which financial packageis right for the type of business they own.

* Streamlined processes to accelerate resource deployment: To help with the decision-making process, teams designed solutions with mechanisms thatallowed
for a single, central application thatgranted access to many resources across sectors. This application would make the deployment of resources quickand easy
for entrepreneurs.

Commercial Development

* Collaboration between lenders and funders to unlock more funding: Workgroup members imagined gathering different types of funders such as CDFls, banks,
government entities and foundations to work together to pool their capital.

* Financial solutions that fuel long-term impact: Workgroup members envision ways capital gainscould bereinvested into a developers’ fund to help sustainand
grow the fund. To keep funders interested in contributingto the fund long term, workgroup members offer a guarantee backed by the government. Ifa
developer defaults onthe loan,that money isn'tlost;it's filled in by the government. Providinga guarantee forinvestors was a key component of this theme.

* Reinvest locally through community ownership: Workgroup members designed solutions where equity gained from capital would be partially redirected to fund
non-development related resources for the local community such as healthcare. As a partof this solution, developers who commit to buildinginfrastructure
that supports the local community would be prioritized for funding.
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Equity Considerations

Considerations for infusing equity into
every solution for Black wealth-builders

Inthe process of developingthe solutionsand prototypes outlined in this report, workgroup members discussed the ways in which
systems and system leaders would have to change to infuse equity into every product and service. The following equity considerations
should be integrated or explored whileadvancingthese solutions or prototypes through testing and implementation.

* Creating solutions for those with the lowest income range: When exploringsolutions for increasing wealth, oftentimes those atthe
lowest end of the income range areleft out of beneficial programs. For Black Minnesotans with brilliant potential, butare unhoused,
have a disability, havea criminal record, or livingator below 30% AMI, access to capital for entrepreneurial endeavors may be their
best option for creating a stableand wealth-building future. These groups have likely been pushed out of traditional job markets and
require more creativeresourcingavenues.

* Ensuring loan qualifications are Sharia-compliant: Getting any kind of loan can be a challengefor Black Muslim residents of
Minnesota. Efforts to get anaccurate count of Black Muslim Minnesota residents is difficult, community members cite fear of
surveillanceas a primary concern. Using a combination of state and federal data sources, we've estimated that about 17% of Black
residents of Minnesota arealso Muslim, whichis likely an underestimate. Traditional money lending such as mortgage loans, s tudent
loans, businessloans,and commercial development loans utilizeinterestas a profitgenerator for the lender. Because of Islamicrule,
payinginterest on money borrowed or receivinginterest payments from money lent (referred to as ribaa)is prohibited. Sharia-
compliantloans can becomplex but working with experts such as members of The Assembly of MuslimJurists of America will help
ensure loanaccess and accessto special programs like down payment assistance areinformed by religious rules.

* Fundamentally changing how lenders perceive risk: Offering financial guarantees to mitigate perceived risk for lenders helps with
lender buy-in for these assistance programs butdoes littleto change the way financial institutions perceive Black borrowers without a
planto address the root causes of this false perception. Historically, financial institutions have perceived Black borrowers as
inherently risky when it comes to loanapprovaland establishinginterestrates. Itis apparentthrough the languageand subsequent
actions of financialinstitutions that work with Black borrowers that the perception persists.

* Establishing a community informed feedback loop: These solutions havethe potential to transformthe ways in which Black residents
of Minnesota build wealth, and they should havea viablelineto decision makers to receive updates and provide
feedback when practical.

* Reconciling centuries of harm: There have been major events and developments inthe state that have benefited from the wealth
generated by chattel slavery, barred Black Minnesotans from building wealth with practices such as redlining, or disrupted wealth-
building opportunities through the construction of 1-94 and 35-W interstate highway systems. Products and services that come out of
this effort may be seen as disingenuous without some effort to acknowledge and meaningfully rectify historical damage done to
Black residents of Minnesota.

¥
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Rental Housing

How might we build wealth f& Black renters through rental
housing in a way that will endure?

Meeting Overview and Insights
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Rental Housing | Overview

Overview of our time together

GENERAL

INCOME SUPP
ORT On October 17th, the rental housing workgroup convened for a half-day, in-person design sprintto build transformative capital

solutions in partnership with their ecosystem peers.

Ethrophic Burnett, City of Minneapolis;Dr. Eric Anthony Johnson, Aeon; Aarica Coleman, City of Bloomington; and Shannon Smith
Jones, Hope Community kicked off the sprintbysharingtheir personal stories navigating rental housingand their perspective on
potential solutions. They also challenged their white colleagues to join them in dismantling theinequities baked into the rental
housing system.

As a creative thinking warm-up, workgroup members ideated on ways the State might investits $12 billion surplusto supportBlack
renters. ldeas ranged from investingin Black developers so they canbuildand preserve energy-efficient, dignified units in desirable
neighborhoods to infusinglarge sums of money into rental subsidies. See Appendix A for more ideas.

For the remainder of the day, workgroup members spent time with their design team, preselected with diverse sector
representation, to design a solution that builds wealth for Black renters ina way that will endure.

" Fimneal Instidudons
Eachteam selected a solution category that was informed by the last6 months of workgroup ideation and refined by the
workgroup’s subject matter expert staff team. Teams chose and designed solutions in the following categories:

= Unitsupply:solutionstoincreasethe supply of available housing options for renters through new construction or preservati on

= General income support:solutions thathonor renters’ knowledge of how best to use their income

= Fundingfor supportiveservices: capital provided for existing services thatsupportrenter success

= Comprehensive housingincomeservices:a solution to providedirect and flexiblesupportto renters under
30% of the average median income (AMI)

Teams designed solutions specifically for their end users, represented by avatars.
All solution designs had to meet the followingcriteria:

= Be accessibletotheir avatar
= Not require a shiftof federal policy or dollars
= Includeprivate, local/state government and/or philanthropicdollars

By the end of the day, workgroup members designed 6 unique capital solutions thatcreatea robustsystem of support, put

fewer restrictions on financial support, aresustainablefor long-term impact, and more that will be highlighted in the following /\O
pages. 9 5
778
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Rental Housing | Avatars

Designing for our end user

To design solutions that are grounded in the realities of the rental housing system’s end user, Black Minnesota renters, Imagine Deliver partnered with
each workgroup's subject matter experts to create avatars, or personas.|magine Deliver assigned each team an avatar with different characteristics and
design constraints representing real-world challenges that their solution needed to overcome.

Team 1: The Believers

Name: Brian | Gender Pronouns: He /Him
Cultural Background: Black/ African American
| Age: 26 | Marital Status: Married |
Dependents: 2 | Income: $30,000 | AMI Range:
Under30% | Education: Some High

School Occupation: Retail Worker

Team 4: Mold Breakers

Name: Alex | Gender Pronouns: They/Them
Cultural Background: Black/ African American
Age: 52 | Marital Status: Single

Dependents: 5 |Income: $37,000 |

AMI Range: 30-40% | Education: Some College
Occupation: Restaurant Worker
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Team 2: The Justice League

Name: Sahra | Gender Pronouns: She /Her
Cultural Background: Black/ African American
Age: 24 | Marital Status: Single

Dependents: 1 | Income: $45,000 | AMI Range:

40% - 50% | Education: High School |
Occupation: Teacher
Other Info: Living with a Disability

Team 5: The Wakanda Black Panthers

Name: Shanique | Gender Pronouns: She /Her
Cultural Background: Black/ Afro-Caribbean

Age: 42 | Marital Status: Married
Dependents: 3 | Income: 565,000
AMI Range: 50-60%

Education: College | Occupation: Marketing

Team 3: The Ruminators

Name: Ibrahim | Gender Pronouns: He /Him
Cultural Background: Black/ East African and
Muslim | Age: 45 | Marital Status: Single
Dependents: 0 | Income: None - Applyingfor
Benefits | AMIRange: Under30% | Education:
High School | Occupation: None Currently
Other Info: Living with Substance Abuse

Team 6: The Eagles

Name: Fatuma | Gender Pronouns: She /Her
Cultural Background: Black/ East African and
Muslim | Age: 35 | Marital Status: Single
Dependents: 7 | Income: $72,000

AMII Range: 40-50% | Education: Some High
School | Occupation: Entrepreneur

/\\\



Rental Housing | Themes Across Solutions

Cross-pollination

Yl — Cross-cutting themes shared across rental housing workgroup
By teams

Workgroup members were divided into teams with the task of designing solutions ranging from offering general income supportto
developing or preserving unit supply for Black renters. Each group crafted unique ideas, but many shared similar elements across their
solutions.Overall, rental housing teams coalesced around the need and opportunities to focus on Black renter wealth and other, less

restrictivesupports, streamline funding with new funding streams and innovatively address deep affordability. Common themes
included:

* Focus on Black renter wealth and other, less restrictive supports: Financial assistancethathad too many guidelines for eligibility or
too many restrictions on what the capital could be used for were major pain points thatall teams wanted to solve. Teams designed
solutions thatwould allow Black renters to access capital quickly and leverageitfor a range of needs beyond housingsuchas
healthcare, childcare, eldercare, andjob training. Financial supportwith no strings attached sends a message that systems trust Black
renters to know how to best utilize money to supportthemselves. Teams suggested that this financial supportbe distributed through
universal basicincomeand/or a tax credit similarin formto the federal child tax credit program.

* Streamlined funding with new funding streams: Teams across the workgroup envisioned a highly connected and collaborative
network of funders that spans corporations, philanthropies, angel investors, state/federal governments and financial institutions to
fund solutions thatallow Black renters to thrive. These funders would work together to get capital toBlack rentersina way that best
fits their needs, whether that be inthe form of directfinancial supportthrough universal basicincomeor pooling funds for
grantmaking. They also proposed anarray of evergreen funding streams to maximize production from existing resources.

* Innovatively addressing deep affordability: Creating self-sustainingsolutions was a top priority for all teams. Teams designed
programming that would generate equity for distribution tothe local community or reinvestinginto a collective community
fund. Some teams offered policy solutions to generate more capital for these programs such as the taxation of legalized adult-
use marijuana.They also broughtforth innovative ways to raiseand target capital to address deep affordability, from Pay for Success -
like, Guaranteed Rental Income bonds and tax creditprograms.

Inaddition to the core elements above, multiple workgroup members emphasized the importance of housing optionsin Black
renters' desired neighborhoods, dignified housingand fundinginitiatives thatfirmly don'tallow renters to abruptly lose financial
support, also known as benefits cliffs.

Y /‘\\s
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Rental Housing | Solution Elements

Prominent Solution Elements Across Teams

Team 1: The Believers * Flexible Financial Support: Capital supportthathas generous terms that favor Black renters, particularly those under 30% AMI and that gives Black
Solution Category: General Income Supports renters the power to make their own financial decisions
Solution Name: Universal Basiclncome * Public/Private Partnership Funding: Cross-sector collaboration to generate capital fromfunders such as corporations and philanthropies

* Funding in Phases: Fundingthat is deployedin stages across thelife of a program. This will help corporations, philanthropies and other entities identify
fundinggaps.
* Financial Sustainability: Options for long-term funding(re)generation such as tax revenue from legalized marijuanaforadultuse

Team 2:The Justice League * Public/Private Partnership Funding: Cross-sector collaboration to generate capital fromfunders such as corporations and privateinvestors

Solution Category: Unit Supply (New * Resourcing Stakeholders from Collective Fund: A collectivefund with loans with agreeableterms for developers thatis funded by corporations and
Construction or Rehab) privateentities

Solution Name: A Large Pool of Money * Rigorous Developer Screening — An established criteria for evaluating developers’ proposalsthat prioritizes developers with rigorous plans to create

wealth-building opportunities for the Black community. Additionally, developers would make a good-faith effort to find tenants through working with
social services inthemedium term and designing projects that attracttenants inthe longterm

Team 3: The Ruminators * Direct Support to the Individual: Funds thatare deployed to individuals for non-housingrelated needs

Solution Category: Comprehensive Housing * Flexible Financial Support: Less restrictive capital for Black renters with generous terms to favor renters, particularly thoseinthe AMI range under 30 %.
Services * Grant-funded: Programs and initiatives thataresupported by grants versus low-interestloans or forgivableloans

Solution Name: Direct Flexible Support * Strengthening Existing Resources: Pathway to scaling, financingand filling service gaps of existing programs

Team 4: Mold Breakers * Flexible Financial Support: Less restrictive capital with generous terms to favor Black renters, particularly thosein the 30% to 40% AMI range

General Income Supports: State Tax Credit * Public/Private Partnership Funding: Cross-sector collaboration to generate capital fromfunders such as corporations and philanthropies

* Slow Phase-Out — Graduated benefits offloadingas programeligibility changes to avoid a "benefits cliff"

Team 5: The Wakanda Black Panthers * Long-Term Financial Stability: Programs designed to build Black renters' overall financial resiliency such as a savings match program, particularly for
Solution Category: Unit Supply (New those inthe AMI range of 50-60%

Construction or Rehab) * Public/Private Partnership Funding: Cross-sector collaboration to generate capital fromfunders such as corporationsand philanthropies

Solution Name: Holistic Savings Program * Financial Sustainability: Options for long-term funding (re)generation such as reinvesting equity gained from mixed housing developments

Team 6: The Eagles * Direct Support to the Individual: Funds that are deployed to individuals for non-housingrelated support

Solution Category: Fundingfor Supportive * Public/Private Partnership Funding: Cross-sector collaboration to generate capital fromfunders such as corporations and philanthropies

Services * Housing Subsidy: Programs designed to give Black renters dignified housingand the ability tostayin their preferred community

Solution Name: wraparound Support for * Financial Sustainability: Options for long-term funding (re)generation through privateinvestments

Renting WithoutCliffs

12
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Rental Housing | Team 1 Solution

Physical model of ‘universalbasicincome’

Designing Transformative Solutions

Team 1: The Believers

Solution Category: General income supports | Solution Name: Universal basicincome

The Believers designed a capitals olution focused on generalincome s upport through universal basicincome for Black renters. The
team’s approach considered diverse fundingstreams for programs that will provide direct support to Minnesota

residents, particularly those like Brian who are below 30% of AMI and have familyto provide for. The core premise of the
Believers' solution was to put cash inthe hands of the people who need it the most and thenrelease power by trusting renters
willinvest the moneyintheirhomes, their families and themselves. The universal basicincome model offers flexible funding for
Blackrenters, like Brian, to address their non-housing related needs. The ability to us e this income for expenses such as

healthcare, transportation, childcare and other necessities directly affects their ability to not only remain housed but also address
theirbasicneeds sowealth creationis possible.

To fund theirsolution, the Believers built a ca pital stack withinterdependent phases. Phase one activated publicand private
partnerships througha combination of philanthropic dollars and corporate donations. In phase two, financial i nstitutions would
contribute to theinitial fund spearheaded by philanthropies and corporations. Ultimately, the Believers wanted to ensure that
fundingforthe programs theyenvisioned were s ustainable. Generatingincome from the taxation of legalized marijuanais a
potential solution for creating long-term financial viability for these programs.

Workgroup members offered feedback on the Believers' universal basicincome model for consideration, such as:
*  Wishingthe solution included a philanthropy s pend down approach

*  Wondering howthe funding modelwill be transitioned and deployed by the government
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Rental Housing | Team 2 Solution
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Physical model of"a large pool of money"

Designing Transformative Solutions

Team 2: The Justice League

Solution Category: Unitsupply (new construction orrehab) | Solution Name: A large pool of money

The Justice League's solution focused on unit supply for Black renters like Sahra, whois between 40% and 50% AMI. To increase
rental unit supply, the team underscored the importance of having accessto a large pool of moneythrougha collective fund. This
collective fund would be initiated by publicand private partnerships, with investment from philanthropies, corporations and
private investors. The fund creates opportunities for borrowers to access additional ave nues for below-market loans and grants.
Most of this funding would go to developers to increase unit supply. Developers interested in accessing this fund would need to
meet certain criteria and pass a rigorous screening and verification process. The screening would need to include a proofof
conceptthatensuresthe developers’ goals ultimatelyalign with creating wealth-building opportunitiesfor the Black community.
Forexample, the developer’s goals might be to reduce rental prices as a means for renters to invest more of their disposable
income. Additionally, developers would make a good faith effort to find te nants by workingwith social services inthe

medium term and designing projects that attract tenants inthe long term.

The Justice League’s solution creates more choices for te nants by ensuring long-term affordability of re ntal units as wellas
creating ownership opportunities for Black renters. Forend users like Sahra, whois under 25 years old with a dependent, having
more affordable choicesforhousingallows herto build capital reserves that maynot have been possible had more ofherinco me
been directed toward housing.

Workgroup members offered feedback on The Justice League’s large pool of money model for consideration, such as:
Wishingto hear more about the developer criteria and the return on investment forinvestors.

Wondering howto incentivize | ow-cost ca pitaland private sector participation; wondering about the flexibility of state and
local government to participate in a fund; wondering how to make the source of money perpetual; wondering about previous
and current barriers to preventingthis solution from comingto fruition; wondering what the potential burden of proofon
developers mightlook like; and wondering how the current terms differ from what currently exists.

A consideration forthe associated due diligence process to be as simple as possible.
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Rental Housing | Team 3 Solution

Designing Transformative Solutions

Team 3: The Ruminators

Solution Category: Comprehensive housing income services | Solution Name: Direct flexible support

The Ruminators' solution focused on comprehensive housing income services for Black renters like Ibrahim, whois below 30%
AMI.The team saw housing as an essential component of their solution, but focused first on a multipronged approach to address
barriers to stable housingsuch as chemical dependencyand lack ofaccess to upskilling. They builta 3D representation of what
wraparound support services might look like for future renters like Ibrahim. The Ruminators imagined a ccess to these support
services would be coordinated withthe help of a service navigator. The key components of thissolution were independence,
choice andautonomy. Returning the power of choice to the Black wealth-builders is animportant step in cultivatingan
environment of trust between systems and those who navigate them.

The Ruminators' solution | everaged existing resources by programmatically knitting together an e cosystem of support for their
end user. Fundingwould go toward making existing programming more efficient and new programming to fill service gaps.
Fundingforthis ecosystem of programs, as well as the navigators, would come from a combination of philanthropicand
governmentdollars.

Physical model of ‘Direct Flexible Support’ Workgroup members offered feedback onthe the Ruminators' direct flexible support model for consideration, such as:

Wishingforthe solutionto include ideas about s ervice payment models outside of grants; for more philanthropic support; and o
more information onthe avatar's current livingsituation.

Wondering about how GroundBreak Coalition might show up forend users like Ibrahim; how private capital could factorinto
the equation; if some of the solution could be capitalized as operating reserves.

Considerationforthe solution to increase supportive housing to center services differently.

* *

P
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Rental Housing | Team 4 Solution

Designing Transformative Solutions

Team 4: Mold Breakers

Solution Category: General income supports | Solution Name: State tax credit

The Mold Breakers' solution focused on general income support through state tax credits. This team’s model highlighted, andin
partsolvedfor, the financial volatility that can come with workinga low-wage job. The Mold Breakers i magined Black renters like
Alex, who are living at between 40% and 50% AMI with multiple dependents, would have guaranteedincome issued through a
model like the way that government bonds currently operate. In addition to thisguaranteed income, end users would be able to
access an annualtaxcredit thatis like the current annual child tax credit. This would be immensely i mpactful for renters like Alex,
who have multiple dependents ona $37,000 annual income. A key component of thissolution is that the funding would remain
flexible, with very few restrictions on howthe funds could be used.

The Mold Breakers were particularly concerned about the "benefits cliff" that can happen to familieswhen their program
eligibility changes abruptly. To circumvent thisconcern, their solution would implement a "slow phase-out" of the tax credit as
dependents turn 18 and/or leave the household. This means that the tax creditamount gradually decreases over a predetemined
period, allowing the end user to make the appropriate financial adjustments. In terms of financing, the bonds that fund the
guaranteedincome would be financed through a combination of publicand private dollars.

Physical model of ‘state tax credit’

Workgroup members offered feedback on the Ruminators' direct flexible support model for consideration, such as:
Wishingthatthe solution had less debtinvolved and more grants from philanthropy

Wondering if there were ways to improve the solution like makingit universal by reducing means testing; usinga bond instead
of a taxcredit; how to incentivize tax credits or access government funding
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Rental Housing | Team 5 Solution

Designing Transformative Solutions

Team 5: The Wakanda Black Panthers

Solution Category: Unitsupply (new construction orrehab) | Solution Name: Holistic savings program

The Wakanda Black Panthers'solution focused onincreasingunit supplyand a holistic savings program with the goal of creating
long-term wealth-building for Black renters like Shanique. The Wakanda Black Panthers envisioned a scenario where renters who
aspire to owntheirown homes would attain money through the savings program that could help move thembecome mortgage-
ready, thus increasing the unit supply forthose who preferto rent. The first component of their solution consisted of making rental
housingmore affordable by subsidizingrent to match the end user’s currentincome. Theyalso included an opportunity for tenants
to eventually purchase the property.

The second major component oftheir design wasa matching saving program for the renters. Funds saved through this program
wouldbe flexible, sotheycould be used toward expenses such as preparation forhomeownership, entrepreneurialendeavors and
college tuitionfortheir dependents, like Shanique’s three dependents. These two programs were designed to be funded bya
combination of publicand private entities such as corporate, philanthropic and individual i nvestors.

The third component of theirsolutionis the reinvestment ofthe equity to fund additional housing developments, public
transportation, community gardens and other community resources. To incentivize corporate, philanthropic and private investors,
government would fund the low-income housing portions of the solutionas well as providing return guarantee.

Physical model of ‘holistic savings program’

Workgroup members offered feedback on The Wakanda Black Panthers' holistic savings program model for consideration, such as:
Wishingfor philanthropyto send grants and for the capital stack to include a te nant match.

Wondering howmany people would benefit from each scenarioand the cost; wonderinghow this solution could compete with
outside institutional investors; wondering who would provide the funding to match savings; wonderingwhat policy needs to
change to protect naturally occurring affordable housing (NOAH); wondering if the savings plan couldbe done atscaleandif
philanthropycould be the entity to fund guarantees; wondering how wage fluctuation would affect the solution; and wondering
ifthis model could also be used to subsidize new constructions.

Shanique | see slide 9 for details

H
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Rental Housing | Team 6 Solution

Physical model of "wraparound serviceswithout cliffs"

Designing Transformative Solutions

Team 6: The Eagles

Solution Category: Fundingforsupportive services | Solution Name: wraparound support for funding without cliffs

The Eagles' solutionfocused on wraparound s ervices without benefit cliffs for Black renters like Fatuma, whois between 40% and
50% AMI with seven dependents. The Eagles’ approach to creating wealth-building opportunitiesfor Black renters like Fatuma
was to first addresstheirimmediate needs. Their solution provided support services outside of the realm of housing such as elder
care, childcare, and business certifications with no benefit cliff. The goal of thissolution wasto deeplyinvestin supportive
services to free up cashforrenters that they could use towards housing. Furthermore, their solution offered housings ubsidies for
end users to retain choice and autonomy over the communities they live.

The Eaglesdesigned their solution to be funded through both publicand private contributions. Understandingthat government
funds canbe slow and more restrictive, the Eagles suggested that governmental entities provide the services such as elder care,
housingvouchers, and healthcare. After government begins addressing basic needs forthe renter and their dependents,
philanthropies would step inand provide the capital for additional services that extend past caregiving and healthcare needs. The
last fundingpartnerintheircapitalstack wasprivate investors like financialinstitutions that would provide business sup port to
renters seeking careers in entrepreneurship. Renters and entrepreneurs like Fatuma particularly be nefit from thissolution
because entrepreneurs often don't have the same safety nets offered by employers.

Workgroup members offered feedback on The Eagles' wraparound support for funding without cliffs model for consideration,
such as:

Wondering howa personwith alarge family, such as Fatuma, could find a home that fits their household size; wondering if
there is Muslim-friendly business capital; wondering how the coordination of serviceswould work; wondering if philanthropy
could provide the servicesthat government does not; wonderingif private capital could playa biggerrole; wonderingifthe
services would perpetuate inequities

Draft | Business Confidential | Prepared by Imagine Deliver for GroundBreak Coalition
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Rental Housing | In Their Own Words

In Their Own Words

"The structure we live in was not done by mistake.
The concept of residential segregation is
heartbreaking when you see it and read it.”

- Panelist | highlight from the panel

"I like income supports because of renter agency
and choice.”
-Workgroup member | feedback on income
supports

“Proximity to whiteness means you can get more
for your housing, more funding for school, but
proximity to Blackness means losing that.”

- Panelist | highlight from the panel

"We have to explicitly call out racism and anti-
Blackness. | never got assistance as a child or
adult. I've experienced homelessness and eviction
as a child and in my adulthood. I'm a homeowner

n

now.
- Panelist | highlight from the panel

"Everyone has nice words after the murder of
George Floyd. We're here to put the action and
investment behind it.”

- Panelist | highlight from the panel

“People think homeownership is the goal, but it’s
not for everyone. We all need opportunities.”
- Panelist | highlight from the panel

“The blessing about me moving to Minneapolis is |
had the chance to meet people like Shannon. | got
the chance to see Black men take their children to
the bus stop. | saw Black men engaging with their
children and their teachers at the school.”
- Panelist | highlight from the panel

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




|
Rental Housing | Pictures Of The Day

= ' X
N ,“’, r.
- 'I "
R ,

¥ %




0

Homeownership

How might we increase homeownership for
Black homebuyers to close the equity gap?

Meeting Overview and Insights

Draft Business Confidential | Prepared for GroundBreak Coalition by Imagine Deliver
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Homeownership | Overview

Overview of Our Time Together

On October 19th, the homeownership workgroup convened for a half-day, in-person design sprintto build transformative
capital solutions in partnership with their ecosystem peers.

A% 45 5445
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As a creative thinking warmup activity, workgroup members ideated on ways a $12 billion windfall mightbe used to support
Black homebuyers. Ideas ranged from offering a forgivable grantfor first-generation homebuyers to buyingall available homes
under $400,00 in the city, putting them inan assethold with all proceeds on resales goingtoward closing the equity gap. See
Appendix A for more ideas.

For the remainder of the day, workgroup members spent time with their design team, prearranged with diverse
representation, to create solutions thatincrease homeownership for aspiring Black homebuyers.

Eachteam ideated on solutions thatwould closethe equity gap for Blackhomebuyers. Teams designed a variety of solutions
suchas:

= Special purposecreditprogram: Programs that allow the extension of creditto an economically
disadvantaged group (includinga specific race)
= Down payment assistance: Solutions for homebuyers to overcome the early financial burden of buyinga home

Teams designed solutions specifically for their end user, which were avatars assigned to them that represent the personas of
local Black homebuyers. All solution designs needed to meet the followingcriteria:

= Be accessibletotheir avatar

= Be race-specific(onlyfor Black households)

= Not be apilot

= Be availablelong-term

= Includes underwriting to meet the population we are serving (manual underwriting)

By the end of the day, workgroup members designed 6 unique capital solutions thatgive more options to homebuyers, create
pathways toward ownership and more, as highlighted in the following pages.

)‘ agine Deliver for GroundBreak Coalition ﬂ
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Homeownership | Avatars

Designing for our end user

To design solutions that are grounded in the realities of the homeownership system’s end user, Minnesota Black homebuyers, Imagine Deliver partnered
with each workgroup's subject matter experts to create avatars, or personas. Each team was given an avatar with different characteristics and design

constraints thatrepresent real-world challenges that their solution must help overcome.

Team 1: The Disruptors

Name: Brian | Gender Pronouns: He /Him
Cultural Background: Black/ African American |
Age: 28 | Marital Status: Single | Household
Size: 2 | Household Income: $35,000 | Credit
Score: 620 | Education: High School |
Occupation: Retail Worker | AMI: = 40% |
Mortgage Ready: Near

Team 4: Awesome

Name: Fatuma [ Gender Pronouns: She /Her
Cultural Background: Black/ East African and
Muslim | Age: 35 | Marital Status: Married
Household Size: 7 | Household Income: $50,000
Credit Score: 660 | Education: Some High
School | Occupation: Entrepreneur | AMI: =
30% | Mortgage Ready: Yes

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

Team 2: Taking Care of Business

Name: Shanique | Gender Pronouns: She /Her
Cultural Background: Black/ African American |
Age:45 | Marital Status: Married | Household
Size: 3 Household Income: $85,000 | Credit
Score: 700

Education: College | Occupation: Marketing
AMI: = 80% | Mortgage Ready:Yes

Team 5: Homeowner Haute Dish

Name: Alex | Gender Pronouns: They/Them

Cultural Background: Black/ African American |

Age: 52 | Marital Status: Single

Household Size: 4 | Household Income:
$100,000 / Credit Score: 600 | Education:
Graduate School [ Occupation: Entrepreneur |
AMI:= 80% | Mortgage Ready: Near

Team 3: Closers

Name: |brahim | Gender Pronouns: He /Him
Cultural Background: Black/ East African and
Muslim [ Age: 40 | Marital Status: Married
Household Size: 2 | Income: $55,000

Credit Score: 620 | Education: High School
Occupation: Amazon Warehouse Worker +
Uber/Lyft Driver| AMI:=50% Mortgage Ready:
Near

Team 6: Beyond Borders

Name: Sahra | Gender Pronouns: She /Her
Cultural Background: Black/ African American
Age: 24 | Marital Status: Single

Household Size: 1 | Income: $62,000

Credit Score: 720 | Education: College
Occupation: Teacher

Other Info: Living with a Disability

AMI Range:=80% | Mortgage Ready: Yes

o Bk
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. Homeownership | Themes Across Solutions

i

Cross-pollination

Cross-cutting themes shared across homeownership workgroup
teams

Workgroup members divided into teams and had to worktogether to produce a solution that addressed the overarching design question: How might
we increase homeownership for Black homebuyers to close the equity gap?

Each group crafted unique ideas, but manyshared similar elements regardless of their core solution. Overall, homeownership teams coalesced around
the followingthemes:

*  Programming that supports affordable homeownership: Teams across this workshop wanted to make purchasinga home more affordable for Black
homebuyers through a robust set of programs. These programs included initiatives such as down payment assistance, home re pair funds, below-
marketinterest rates, and short-termforgivable | oans.

* Leverage existing resources for program sustainability: Teams designed solutions that |everaged different types of funders and layered capital to fill
gaps andaccommodate for various processings peeds and funding restrictions across different financing mechanisms. Teams envision reviewing
existingsystems and system responsesfor accessibility, efficiency and effective ness

* Collaboration between lenders and funders to streamline processes: Teams recognized that there are trusted | ocal and state programs meantto
support prospective homeowners, but the rollout ofthese programs tends to be a disjointed experience for borrowers. Teams envision a network of
lenders that support each other to fill the gaps in services experienced by some prospective homeowner to systematize home purchasingacrossthe
board for prospective homeowners.

In addition to the three core elements above, workgroup members also underscored the i mportance of spreading risk more evenly acrossthose involved
inthe home buying process by creatingsafety measuressuch as a shared riskfund for lenders. Additionally, teams explored leve raging community-based
organizations to improve homebuyers' accessto entry.

7



Homeownership | Solution Elements

Prominent Solution Elements Across Teams

Core Solution Solution Elements

Team 1: The Disruptors * Mortgage Affordability: race-targetedincentives, such as below-market interest rates, to make home buying more affordable to Black prospective homebuyers
Solution Category: Special Purpose Credit Program * Reduce Purchase Price: products and programs, such as portable down payment assistance, to reduce the overall purchase price of homes
Solution Name: Race-Targeted Special Purpose Credit Program e Public/Private Funding Partnership: a combination of investments from financial institutions andindividual donors in service to programs like down payment assistance

Team 2: TakingCare of Business * Mortgage Affordability: incentives, such as a discretionaryincome cap, to make home buying more affordable

Solution Category: Special Purpose Credit Program * Reduce Purchase Price: products and programs, such as portable down payment assistance, to reduce the overall purchase price of homes

Solution Name: Special Purpose Credit Program * Lender and Community Development Financial Institution (CDFI) Collaboration: manual underwriting for prospective homebuyers bylenders and CDFIspartnership

Team 3: Closers * Shared Risk:safety measures, suchas a shared riskfund for lenders, to distribute risk more evenly between lenders and prospective homebuyers

Solution Category: First Mortgage/Down Payment Assistance ¢ Reducing Purchase Price: products and programs, such as portable down payment assistance, to reduce the overall purchase price of homes

Solution Name: Portfolio 1st Mortgage Product * Leverage Community Based Organizations (CBOs): strategyto increase homebuyer programentry points through a network of trusted CBS and religious institution partner
messengers

Team 4: Awesome * Reduce Purchase Price: products and programs, such as portable down payment assistance, to reduce the overall purchase price of homes

Solution Category: No Specific Category * Lender and Investor Accountability: lenderandinvestoractions like establishing a minimumrequiredtime for how|ong an asset s pends ina portfolio before goingto the

Solution Name: Layered Capital Solutions secondary market; provide foundational resources to prospective borrowers

e Community Benefit Mortgage Products: mortgage products that build value outside ofthe home by providing opportunities to increase land value and profit share with CBOs
* Long Term Sustainability: innovative initiatives, such as a transfer of equity from wealthy white households through philanthropic funding to Black prospective homebuyers to
increase homeownership affordability

Team 5: Homeowner Haute Dish * Non-Traditional Practices: consider non-traditional underwriting that is based on rent and utility payment historyinstead of the borrowers' credit score
Solution Category: Special Purpose Credit Program * Flexible Financing: create programs that make capital available for non-housing related needs such as a 401k modeled saving with a flexible match that canbe used to address
Solution Name: Special Purpose Credit Program non-mortgage debt after certainterms are met

* Phased Partnership Financing: create a financing systemwhere banks, philanthropies and the governmentinject capital into programs at different stages
* Pro-equity Policy compliment: |egalize marijuana and use the taxes from proceeds to build, re pairand buy homes for the Black community

Team 6: Beyond Borders * Strengthening Existing Resources: ensure existing systems and system responses are accessible, efficient and effective for prospective homebuyers
Solution Category: General Income Supports e Public/Private Funding Partnership: leverage corporate and nonprofit capitalto fill inthe gaps in existing fundingsystems
Solution Name: N/A * Direct Support to the Individual: deployfunds to prospective homebuyers for non-housing related support

25%
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Homeownership | Team 1 Solution

Designing Transformative Solutions

Team 1: The Disruptors

Solution Category: Special purpose credit program | Solution Name: Race-targeted special purpose credit program

The Disruptors focused on a race-targeted s pecial purpose credit program for Black homebuyers, especially those near mortgage
readywith credit scoresunder 650. They prioritized mortgage affordability and developed two approaches for Black homebuyers
like Brian, whois near mortgage ready. The first approach was to create a first mortgage product spedifically for Black hous eholds.
This special purpose credit program would accept a 600 credit score, require no mortgage insurance and be eligible fora belo w-
marketinterestrate of about 3%.

Theirsecond approach reduces the home purchase price with down payment assistance (DPA) for 20% of the purchase price, a
five-year forgivable loan accessible to Blackhomebuyers anda $15,000 reserve fund to cover mortgage payments or home repair
in case of emergency. Aspecialhighlight of their solutionis that unused portions of the reserve fund are portable, which means
Brian will have the opportunity to build equity over time as he moves from his first home purchase to the next.

To fund these two approaches, the Disruptors leanedin heavily on the instrumental role of financial institutions to propel Black
homebuyers into ownership and designed a capital stack where financial institutions cover 100% of the first mortgage product.
Physical model of ‘s pecialpurpose credit program’ Forthe remainderoftheir solution, theyimagined financial i nstitutions would fund 80% of down payment assistance and the
reserve fund, private investors and foundations would fund about 15% of DPA and reserves, and publicinvestors would fund the
remaining5%.

Workgroup members offered feedback on The Disruptors' race-targeted special purpose credit program for consideration, such
as:

Wishingthat financial institutions covered 100% ofthe cost of the solution
Wondering if the down payment assistance could be portable, inadditionto the reserve fund

Hoping forincentivize banks to participate, andto "adda sharedriskpool (post purchase)to bringdownthe down payment
assistance."

Brian | seeslide 22 fordetails
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Homeownership | Team 2 Solution

Physical model of ‘s pecialpurpose credit program’

Designing Transformative Solutions

Team 2: TakingCare of Business

Solution Category: Special purpose credit program | Solution Name: Special purpose credit program

The Taking Care of Business team focused on a s pecial purpose credit program for Black prospective homeowners. This team
prioritized mortgage affordability and opportunities for Black homebuyers, like Shanique, who is mortgage ready, to investin their
long-term financialgoals. The team defined mortgage affordability as having a housing expense ratio of 20% to 35%.

One of the keycomponents of thissolution wasto help mortgage ready borrowers access programs to make home purchasing
more affordable and predictable. The intention was to ensure homebuyers weren't spendingan unsustainable amount oftheir
income ontheir mortgage loan. Thiswould free up some ofthe borrower’s income to be used for other expenses such as paying
down debtorinvesting in theirretirement fund. The second program would be a combination of reducingthe purchase price with
down payment assistance and a lower interest rate. The solution alsoincluded a more informed underwriting process by having
lenders and the CDFls working closely with the borrowers to assesstheir overall financial health.

Additionally, Taking Care of Business’ solution would be usable as a supplement to federal programs like Fannie Mae HomeReady
orFreddie MacHome Possible mortgages and/or stand-alone products when existing programs aren’t the right fit for the
homebuyer.

Workgroup members offered feedback on Taking Care of Business’ special purpose credit program for consideration, such as:

Wishingformore insightintothe funding sourcesof the DPA and adding secondary market potential,a comment that could
applyto allthe homeownership design team solutions

Wondering how this solution might be retooled to maximize existingloan products
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Homeownership | Team 3 Solution

Physical model of "portfolio-first mortgage"

Designing Transformative Solutions

Team 3: Closers

Solution Category: First mortgage/Down payment assistance | Solution Name: Portfolio 1%t mortgage

The Closers focused on a portfolio-based first mortgage product for Black homebuyers. This team prioritized reducingthe home
purchase price and community connection for their solution. The Closers designed a solution where prospective Black
homebuyers like Ibrahim, who is near mortgage ready, could access a portfolio loan product with | ess stringent approval
requirements and anadjusted (lowerthan market)interest rate. The Closers envision lenders would take on more risk to offer this
lowerinterest rate to the borrower. In addition to the portfolio loan benefits, borrowers would have access to a credit box that
"the community" designed. The solution also requires portfolio lenders to hold the loanfora minimum ofthree years before it
enters the secondary market.

One keyelement of this solution wasthe universe of home affordability programs that the borrower would have access to, such
as 20% purchase price down payment assistance grant and a home repair fund financed by corporations, banks and the state
government.

The other key component of their solution was creating various access points to the down payment assistance grantand home
repairfund. These access points would be embedded in trusted community-based organizations for ease of entry. This would be
particularlyimportant for prospective homebuyers, like Ibrahim, who are Muslim and would benefit from an access point aware
of necessary culturally s pecific considerations.

Workgroup members offered feedback onthe Closers' portfolio-first mortgage solution for consideration, such as:
Wishingthatinterest was addressed as it’s a fundamental religious barrier for many Muslim homebuyers

Wondering howthe perce ption of risk would shift

Draft | Business Confidential | Prepared by Imagine Deliver for GroundBreak Coalition
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e T

Physical model of "layered capitalsolutions"

Designing Transformative Solutions

Team 4: Awesome

Solution Category: No spedific category | Solution Name: Layered capital solutions

The Awesome team's solution focused on layered capital for Blackhomebuyers, down payment assistance (DPA), financdngwith
flexible terms, long-term sustainability, and overall community be nefitin their solution.

The team’s design solved the siloed or lack of coordination between entities involvedinthe home buying process. The Awesome
team's solution included a portable down payment assistance programthat stays with the borrowerinstead ofthe property. This
wouldallowBlackhomebuyers, like Fatuma, to build long-term equity beyond their first home purchase. Team Awesome
imagined the DPA program would be funded by both public and philanthropicinvestments.

In addition to the DPA, the team designed community be nefit mortgage products that would originate from various banks and
mortgage lenders such as an initiative that shares bank fees with local Blackcommunities. Lenders would practice flexible
underwritingandwould be requiredto hold onto assets in their portfolio for a certain period. Gains fromfeesand mortgage
interest onthose assets would go backinto the Black communityto be used toward community benefitinitiatives and Black
nonprofits.

Lastly, the Awesome team designed an acquisition tool to manage housing supply across the Twin Cities. Thistool would use ta x
policyto identify potential home salesto nonprofits and provide them with | ong-term, low-cost capital and grants to buy
properties. The goal ofthe solution is to create a pathway for nonprofits to purchase properties $400,000 and below with
negotiated terms that would allow the nonprofit to sell the homesto community me mbers at an affordable rate. The team
imaginedthe fundingfor this initiative would come from wealthy white homeowners dedicated to racial justice. The teamalso
imagined creating a pathwaythat would allow these white investors to transfer some of theirhome equity to Black households.

Workgroup members offered feedback onthe Awesome team's layered ca pital solutions for consideration, such as:

Consideration for re purposed mortgage deductions, e quity s haring, sharia compliance, a profit-sharingmodel and a property
taxdeferred program for current owners in exchange for theircommitment
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Physical model of"s pecial purpose credit program"

Designing Transformative Solutions

Team 5 Homeowner Haute Dish

Solution Category: Special purpose credit program | Solution Name: Special purpose credit program

Team Homeowner Haute Dish's solution focused on a race-targeted special purpose credit. The team put fortha seriesof
solutions designed to share more risk with the lender and provide borrowers with flexible-term mortgage financing options. The
first major component oftheir solution was a first mortgage product with non-traditional underwritingthat focuseson payment
history, such as rent and utility payments, instead of credit score.

The second element wasa down payment assistance program with flexible terms to meet the immediate and future needs of near
mortgage ready borrowers, like Alex. The loan that would fund thisDPA would be forgivable aftera certainterm, allowing Black
renters to use the moneyforthings like student loan debt, childcare, home expenses and other living expenses. The team
designedthe solutionsothatatthe time of closing, those funds from the loan could be used forthe mortgage’s down payment.

The last major element ofthe flexible-term mortgage finandngoptions wasa savings account that Black homebuyers could
borrow against, like a 401k with 0% interest. These funds would earninterest thanks to leveragingagainst the secondary market,
and financial institutions would match them.

Philanthropies as well as local and state governments would need to be keyfunders of the savings account. One income stream
the teamimagined government could use would be taxes gained fromthe legalization of marijuana. If marijuana | egalization is on
the table, thisteamalso envisions a complimentary program that funnels these taxes intoreleasing and expungingthe records of
thoseincarcerated for marijuana charges and paying them reparations for time served. Ideally, those reparations would go back
to their communities through building their households, buying homes and creating jobs.

Workgroup members offered feedback onthe Homeowner Haute Dish s pecial purpose credit program for consideration, such as:

Wondering howthe options would be communicated, if there would be mortgage purchases, which banks would be willing to
expand their underwriting criteria, where sources for the forgivable loans might come from and who the loan purchaser
wouldbe.

Considerations forhowthe legalization of marijuana could lead to even more opportunities for the Black community; a
portfolio first, then secondary market a pproach; a solidified forgivenessterm; and forced savings for 2-3 years post purchase.
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Physical model of ‘universalbasicincome’

Designing Transformative Solutions

Team 6: Beyond Borders

Solution Category: General income supports Solution Name: N/A

Beyond Borders'solution builds off the premise that, in part, the system response already exists that might help Black
homebuyers like Sahra buya home. The team acknowledged that based on Sahra’s income, credit s core, occupation, etc., on
paper, she appears to be eligible fora mortgage loan. So, the solutionis not about how to get someone like Sahra mortgage
ready, because theyalreadyare. Rather, the solution is about solving for deficiendes inthe system's response.

Beyond Borders'solution wastwofold. One major component was coordinatingand layering capital from private, public, nonprofit
and homebuyers so funds would be accessible to the homebuyer. An example of coordinating this capital would be getting private
and philanthropicsectors to goto the state legislature witha commitmentto contribute $2.25 billionin no-interest |oans and
down payment assistance grants over 10 years if the State matches.

The second component was a bridge between direct capital and non-capital needs so Black homebuyers'journey to
homeownership is unimpeded. For example, solving for things like the impact medical bills might have on their abilityto own a
home; finding wheelchair-accessible homes or financingaccessibility for home modification. Additionally, Beyond Borders'
solution included building ca pacity for public policy to support the needs of Blackhomebuyers and nonprofits supporting
homebuyers like Sahra.

Workgroup members offered feedback on Beyond Borders' generalincome approach for consideration, such as:

Wishingfora capitalsource foraccessibilityimprove ments inthe home, financial education as early as high school to s how
thathomeownershipis possible, training for realtors in Americans with Disabilities Act (ADA) compliance, and more monetary
incentives outside ofexistingmechanisms.

Wondering about a cooperative model in the case that the homeowneris single and doesn’t want to own a home on their own
and what would happenifthere are closingsavings costs.

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

Sahra | seeslide 22 fordetails

X

SN



In Their Own Words

“l was able to qualify fora program that gave

me down payment assistance +no PMI. They “I like thatany bank can offerthis mortgage” A beautif_ul s.afe_hOL’J'singincommunities
did not care about my credit score. Just that | — Workgroup member | feedback on I P, /v
paid my rentand bills on time for the last year.” portfoliofirst mortgage solution LS80 RN SR

— Workgroup member | aspirational messaging IR I

“Buy all available homes under S400k in the city.
Putthemintoan assethold with all proceedson
resales goingtoclose the gap”

- Workgroup member | $12 billion surplus
spendideation

“They identified solutions that meet me where |
am, and didn't saddle me with debt, gave me
choice” — Workgroup member | aspirational
messaging

“Why do we restrict the forgivableloans? It
makes it harderto move and profitfrom
equity.”—Workgroup member | ideation
activity

“Thereisa programto help me getand stayin
my own house that | own”
— Workgroup member | aspirational messaging
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BIPOC Entrepreneurship

How might we unlock capital for Black entrepreneurs at
scale?

Meeting Overview and Insights
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Overview of Our Time Together

On October 26th, the BIPOCEntrepreneurship workgroup convened for a half-day, in-person design sprint to build
transformative capital solutions in partnership with their ecosystem peers.

To warm up their creative thinking, workgroup members ideated on ways the State might invest its $12 billion surplus to
support Blackentrepreneurs. Ideas ranged from creatinganinvestment committee of BIPOCinvestors who are the decision
makers to creating a leveraged matchingprogram. See Appendix A for more ideas.

Forthe remainderofthe day, workgroup members spent time with their design team, prearranged with diverse sectors and
lived experiences, to design a solution that unlocks capital for Black e ntrepreneurs at scale.

Each team selected a solution category that was informed by workgroup ideation done overthe last 6 months and refined by
the workgroup’s subject matter expert staff team. Teams chose and designed solutions in the following categories:

=  EquityProductfor BIPOC Growth Companies: solutions for entrepreneurs lookingto achieve scale for businesses
between $250Kand $1 million

= GrantorForgivable Loan:solutions for entrepreneurs who don’t want to give up ownershipintheirbusiness

= DebtProductforStart-up and Early-Stage Companies: solutions for early-stage entrepreneurs trying to find ca pital to
start businesses thatfills the "friends and family" gap

Teams worked to design solutions specifically for their end user, which were avatars assigned to them that represent the
personas of actual local Black entre preneurs. Each team also had s pecific constraints based on the solution theychose. The
constraints for each solution were as follows:

=  EquityProductfor BIPOC Growth Companies: needs to be available for working capital, accessible to the avatar,
minimize hurdles forapproval and based on believable profitabilityand not historical operating performance or wealth
of the owner

=  GrantorForgivable Loan: needs to be accessible to youravatar, s peedyin decision making (approval in7 days orless),
minimize requirements to applyandnot require collateral

= DebtProductforStart-up and Early-Stage Companies: needs to be patient, be affordable debt, not re quire personal
collateral, minimize hurdles to apply, minimize underwriting hurdlesfor approval, accessible to avatar

By the end of the day, workgroup members designed 5 unique capital solutions that bridge the financing gap for
entrepreneurs, provide choice and autonomy, accelerate resource development, and more, as highlighted inthe following
pages.
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Designing for Our End User

To design solutions that are grounded in the realities of the entrepreneurship system’s end user, Minnesota Black entrepreneurs, Imagine Deliver

partnered with each workgroup's subject matter experts to create avatars, or personas, that represents an end user. Each team got an avatar with different
characteristics and design constraints that represent real-world challenges that their solution must help overcome.

pr_t= 53

Team 1: Money

Name: Fatuma | Gender Pronouns: She /Her
Cultural Background: Black/ East African and
Muslim | Age: 40 | Marital Status: Single
Dependents: 5 | Income: $70,000 [Credit
Score: 600

Education: Some High School

Occupation: Entrepreneur

Experience in Entrepreneurship: 8 years
Goal: She hasrun arestaurant for8years but
experienced hard times due to COVID-19. She
spent hersavings keeping the restaurant open
forthe pastfewyears. Acouple stores and
restaurants in her community closed due to
lack of capital, and she seesan opportunity to
expand heroperations. Now, with people
eatingoutagain, she has seen more people
coming back to eat. She is seeking $85,000 to
hire restaurant staffand implement a digital
marketing strategy (social media and Google
ads, Yelpreviews, etc.).
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Team 2: The Changemakers

Name: |brahim | Gender Pronouns: He /Him
Cultural Background: Black/ East African and
Muslim | Age: 40 | Marital Status: Married
Dependents: 2

Income: $30,000 | Credit Score: 620
Education: High School | Occupation: Chef
Experience in Entrepreneurship: 0 years

Other info: Living with Substance Abuse Issues
Goal: Ibrahimhas been working as a chef all his
life.He has a few recipes that have caused the
restaurant he works at to become well
renownedin hiscity. But, the ownerand
restaurant have gottenthe credit for hisability.
He has decideditis timeto branch out, so he
did some researchandfounda food truckfor
sale for $80k. He met with a friend from high
school whois a businessmanager, and they
have calculated that $220k will be enough to
buythe truck and get the operations running
forthe nextyear.Heis looking for some
fundingto getthe foodtruck businessstarted.

Team 3: Unstoppable Kickass Women

Name: Shanique | Gender Pronouns: She /Her
Cultural Background: Black/ Afro-Caribbean

Age: 45 | Marital Status: Married

Dependents: 3

Income: $120,000 | Credit Score: 700

Education: College Graduate (Business Major)
Occupation: Entrepreneur

Experience in Entrepreneurship: 1 year

Goal: She has worked successfullyincorporate and
has anidea fora fintech start-up. She completed a
business capacity building programata local
universityand created a business plan showing the
need for $100k to get the company off the
ground. She does not have friends or family willing to
invest.She recently purchased a home andhas
insufficient equityto useitas collateral fora bank
loan.
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BIPOC Entrepreneurship | Avatars

Designing for Our End User

To design solutions that are grounded in the realities of the entrepreneurship system’s end user, Minnesota Black entrepreneurs, Imagine Deliver
partnered with each workgroup's subject matter experts to create avatars, or personas, that represent an end user. Each team got an avatar with different
characteristics and design constraints that represent real-world challenges that their solution must help overcome.
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Team 4: Energizers

Name: Bryn | Gender Pronouns: They/Them
Cultural Background: Black/ African American
Age: 52 [ Marital Status: Divorced

Dependents: 3 | Income: $110,000

Credit Score: 680 | Education: Graduate School
Occupation: Dentist

Experience in Entrepreneurship: 0

Goal: Bryn has beena dentist forthe past 20 years.
A good friend and mentor of theirs is retiring and
selling their dental practice. The friend has offered
Bryn the opportunityto buyit. Itisagood
opportunity with solid cash flow. Bryn is interested,
buttheydon't have the $950K to buyit. Bryn has
some savings available (about $85K) and believes
theycan borrow $650K from a bankbut requires
$200K from othersources to complete the
purchase. Bryn calculates thattheycan payoff the
investmentin6-8 years.

Team 5: Walleye Tank

Name: Brian | Gender Pronouns: He /Him

Cultural Background: Black/ African American
Age: 28 | Marital Status: Single

Dependents: 0 | Income: $40,000

Credit Score: 620 | Education: Some High School
Occupation: Entrepreneur

Experience in Entrepreneurship: 1 year

Goal: He started a lawn care companyon the side
when he saw that seniorcitizens in his community
neededlandscapingservices. He hashadreally
good traction and wants to expand. He wants to get
S50K in funding to leave hisjob, hire 2-3 part-time
employeesandserve more customers. He also
needs to buy $20K of commercialmowing
equipmentto scale up hisoperation.

»



BIPOC Entrepreneurship | Themes Across Solutions

Cross-pollination

Cross-cutting themes shared across BIPOC entrepreneurship
workgroup teams

Workgroup members divided into teams to design a debt product for start-up and early-stage companies, a grant or forgivable loan, and an e quity
productfor BIPOC growth companies. Each group crafted unique ideas, but many shared similar elements acrosstheir solutions.Overall, BIPOC
entrepreneurship teams coalesced around opportunities to bridge fundinggaps acrosss ectors, access funding with flexible te ms that prioritize
autonomyand streamline processesto accelerate resource deployment. Common themesincluded:

* Collaborative funding across sectors to bridge the financing gap for entrepreneurs: Teams created solutions where funders across sectors could
unlockdifferent types of capital. Teams pooled or layered funding sourcesfrom CDFls, government, philanthropies, private individuals and large
corporationsin service of entrepreneurial expenses. These funds would be especiallyi mpactful for start-ups and early-stage businesses. The ca pital
raised across sectors could be used for newinitiatives such as grants to re place a more traditional friends and familyinvestment round.

* Funding with flexible terms prioritizes choice and autonomy for entrepreneurs: Teams designed solutions with flexible funding and | ess restrictive
eligibility requirements, whichwould allow e ntrepreneurs to choose which financial package is right for the type ofbusiness they own. Teams
identified key components of the fundingterms such as making the loans forgivable aftera certainterm, no personal collateral requirement and
revenue-based financing. These flexible terms could also allow entrepreneurs to cover livingexpenses while they're inthe start-up or early stagesof
business development.

* Streamline processes to accelerate resource deployment: Manyteams designed solutions with an expedited, seven-dayapproval process for their
end users. To help with the decision-making process, teams designed solutions with me chanisms that allowed fora common application across
resources andsectors. This application would make the deployment of resources quick and easy for entrepreneurs to access. For some teams, the
administrative responsibilities should sit with the local community. For others it wasa third -party servicer.

In addition to the core elements above, multiple teams emphasized the importance of creating and preserving sustainable fundingsources for
entrepreneurs.
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BIPOC Entrepreneurship | Solution Elements

Prominent Solution Elements Across Teams

Core Solution

Solution Elements

Team 1: Money
Solution Category: Grant or Forgivable Loan
Solution Name: Layered Capital

* Layered Capital Sources: capitalthatis layered by cross-sector investors like banks, foundationsand corporations to cover any gaps each funder
may have and provide more options to underfunded entrepreneurs who do not have access to a wealthy network

* Cross-Sector Involvement: coordination of sectors such as corporations, foundations and CDFls to fund grants and renewable loans for
entrepreneurs

* Mitigate Risk for Funders: fundingfor Black owned businesses will beled by corporations, foundations and CDFIs and havetheir contributions
matched with the creation of a $3 billion matching programin partnership with the State of Minnesota to lower the risk of fundi ng new
businesses

Team 2: The Changemakers

Solution Category: Debt Product for Start-up
and Early-Stage Companies

Solution Name: Credit Enhanced Religiously
Competent Lending Program

* Religious and Cultural Competency: programs such as a lease programor a fee and equity-based lending programthat aresharia compliantand
informed by borrowers' cultural practices

* Phased Approach to Lending: lendingapproach where banks, philanthropies and CDFI partner to lend capital atdifferentbusiness development
stages

* Personal Wealth Factors: consideration of entrepreneurs' monetary and non-monetary assets in fundingeligibility

Team 3: Unstoppable Kickass Women

Solution Category: Grant or Forgivable Loan
Solution Name: Convertible Debt With A Living
Stipend

* Support for Holistic Financial Needs: financial supportfor non-business expenses such as a three-year, $75,000 annual living stipend

* Flexible Funding Options: fundingoptions for entrepreneurs without robust familial wealth such as convertiblefinancing with a three-year lockup
and 5% interest accrual thatwould convert to equity at the end of that term

» Evergreen/Sustainable Funding Sources: funding sources such as corporategrants, high-net worth individuals and crowdsourcingto create an
investment pool with the interest coming backinto the fund for future investments

* BIPOC Investment Committee: decision-making committee of BIPOCindividuals tasked with selecting entrepreneurs to invest funds insourced
from corporations, foundations and crowdsourcing

Team 4: Energizers

Solution Category: Debt Product for Start-up
and Early-Stage Companies

Solution Name: Revenue-Based Loan

* Relaxed Terms: borrower-friendly financing terms such as revenue-based financingand no personal collateral

* Flexible Funding Options: non-traditional fundingsuch as an alternative fund entrepreneurs canaccess inlieu of a friends and family investment
round

* Evergreen/Sustainable Funding Sources: funding sources such as philanthropic and government dollars to help fund BIPOC entrepreneurs
and create aninvestment pool that invests in businesses with the proceeds coming backinto the fund for future investments

Team 5: Walleye Tank
Solution Category: Grant or Forgivable Loan
Solution Name: Collaborative Grant Fund

* Collaborative Funding Effort: a central fundin which various groups such asfoundationsand corporations investcapital to be distributed to
entrepreneurs

* Streamlined Distribution of Funding: a funding distribution approach wherean administrator deploys thefunds as a straightforward grantrather
than low-interestloans or forgivableloans

* Layered Capital Sources: layered capital fromcross-sector investors like crowdfunding, foundations and corporations to cover any gaps each
funder may have and provide more options to underfunded entrepreneurs who do not have access to a wealthy network

* Discriminatory Review: a government entity that investigates and addresses instances of discriminationin theloan process to combat inequitable
practices 39
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BIPOC Entrepreneurship | Team 1 Solution

Designing Transformative Solutions

Workgroup members created a physical model of layered capital so Black
entrepreneurs can have access to compounding sources of funding

Team 1: Money

Solution Category: Grantorforgivable loan | Solution Name: Layered ca pital

The Moneyteam's solution focused on grants or forgivable | oans for BIPOCentrepreneurs like Fatuma, who is seekinglessthan
$100,000. A keycomponent of their solution was a match program with aninitial $3 billion investment funded bya combination
of corporate grants, guarantees fromfoundations and forgivable loans from CDFls. To scale thisfunding, the Moneyteam
designedtwo approaches. The first would include financing from banks to champion the effort; the second wouldinclude the
State to match theinitial $3 billioninvestment to mitigate riskfor the seed funders. Money’s solutionteam would alsoactivate a
portfolio of “miscellaneous white investors” to provide funding to bridge any gaps in financingthat mayoccur.

Theirsolutionis based on the idea that all the capital sources are layered and interdependent. Corporate grants unlock every
additional level of funding, and every additionallevel of funding | eads to more capital. For example, a $100,000 corporate grant
unlocks a $200,000 grant from a foundation, which unlocks $1 million of CDFllending and so on.

Ultimately, the Moneyteam's goal is to provide entrepreneurs like Fatuma, who has five dependents, with a "ladder" to individual
and generational wealth through financialbenefits such as less risky and minimally re strictive capital sources.

Physical model of "layered ca pital"

Workgroup members offered feedback on Money’s layered capital approach for consideration, such as:

Wondering if there could be scalable access to marketing; wondering if there is a current appetite for matching; and
wonderingifitwould be possible to meet a large-scale match.

Considerations foraninclusion of individual donors; corporate incentives; and a more significant role for bankinginstitutions.

Fatuma | seeslide 35 for details O
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BIPOC Entrepreneurship | Team 2 Solution

Physical model of "credit-enhanced, religiously
competentlending program"

Designing Transformative Solutions

Team 2: The Changemakers

Solution Category: Debt product for start-up and early-stage companies | Solution Name: Credit-enhanced religiously competent
lendingprogram

The Changemakers'solution focuses ona debt product for start-up and early-stage companies. The team understands that
entrepreneurs like Ibrahim are likely to have various pain points that are | ess related to their s pecific financing needs and more
closelytiedto cultural factors that dictate how he navigates the businesslandscape. Inthiscase, Ilbrahim is Muslim and has some
religious limitations that prohibit himfrom takinga loan with interest payments. The Changemakers envisioned implementing a
program thatincludes a religious competency component with a lease programor a fee and e quity-based lending program versus
a more typical interest rate-based funding program.

This credit-enhanced, religiously literate |ending program would encourage CDFlsto build relationships with local Black
entrepreneurs to mitigate concerns over risk and cut down administrative barriers that could lead to application fatigue. The
program wouldalsoleverage a phased approachto lendingby dispensing capital to administratorsina staged fashionto cover
anygapsonesingle fundermaynotbe able to finance. Thisapproach utilizes philanthropic credit enhancements that allowth e
CDFls to develop those relationships and partner with banks that can serve as a significant funding mechanismonce the initial
loans are distributed.

Workgroup members offered feedback on The Changemakers' credit-enhanced, religiously competent lending program for
consideration, such as:

Wondering if it would be possible to require a simple businessplan that shows the pathway to profitability for potential
businesses

Considerations like building upon existing sharia-compliant lending infrastructure (from the African Development Center,
Neighborhood Development Center and Metropolitan Consortium of Community Developers); factoring in guarantees;
creating a pool of food trucks available on 3-year lease and a facility that included all BIPOCfood entrepreneurs.
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Ibrahim | seeslide 35 for details
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BIPOC Entrepreneurship | Team 3 Solution

Physical model of "convertible debt with a living
stipend"

Designing Transformative Solutions

Team 3: Unstoppable Kickass Women

Solution Category: Equity product for BIPOC growth companies | Solution Name: Convertible debt with a livingstipend

The Unstoppable KickassWomen's solution focuses on convertible debt with a living stipend administered to BIPOC
entrepreneurs byan investment company. The lack of cash flow inthe beginningstages ofa businesswas a prominent barrier for
entrepreneurs like Shanique, who recently purchaseda home andis low onreadilyavailable capital. Entrepreneurs who find
themselvesina similarsituation often donot have accessto networks that allow for a successful "friends and family" equity
investment round. This initial capital investment would be paired with wraparound consulting services for the businessowner's
needs andoverall professional development. The main elements of their solution would be both holisticand flexible andindude a
$75,000 annual stipendforthree years, similar to a Bush fellowship, a convertible note investment with a three-year lockup and
5% interestaccrualthat would convert to equityatthe end of that term.

Anothermajor element of their solution would be the responsibility of distributing the funds, which would goto a BIPOCthird-
partycommittee modeled like a traditional investment committee. The capital pooled by this investment committee would be
sustained by manytypes of investors, witha smaller proportion coming from government funds and a larger portion coming from
corporate funds and foundations. Individual donors can also contribute to thispool through capital-raising campaigns,
crowdfunding and direct donation as a high-net worth individual.

Workgroup members offered fe edback on Unstoppable KickassWomen’s convertible debt with a livingstipend for consideration,
such as:

Considerations like the inclusion of legal and finandal advising, a funding match feature, renewal of the livingstipend,
partnerships with alocalbank and potential foraninvestment product

Wishes formore details around safe notes, the salaryrequirement for the stipendandthe need for crowdfunding as a tool for
building ca pital
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Shanique | see slide 35 for details
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BIPOC Entrepreneurship | Team 4 Solution

Designing Transformative Solutions

Team 4: Energizers

Solution Category: Debt product forstart-up and early-stage companies | Solution Name: Revenue-based loan

The Energizers' solutionfocused ona debt product for start-ups and early-stage companies. This team designed two approaches
to address the needs of BIPOCentrepreneurs. The first approach would be an affordable, reve nue-based new debt product.
Relaxed financing terms were a key component of thisapproach. Entrepreneurs like Bryn would benefit greatly from this

fund because they have about $85,000in savings and a clear planto pay off theinitial investment in eight years orless. In the
Energizers' solution, the borrower would not have to put up any personal collateral. The second approach would grant
entrepreneurs access to an equityinvestor, which would either be a private individual or funding froma community impact fund
with relaxed terms like the first approach.

The Energizers' designincentivizes potential investors with an opportunity to magnify their social impact as well as the potential
forhighergrowth returns on theirinvestments. In terms of capital, the designed solution funds the community impact fund with
governmentdollarsand could be used as an alternative to a more traditional "family and friends" investment round. Ca pital for
the entrepreneur would be distributedinthe form onloans from banks and credit unions. To make e ntrepre neur funding more
sustainable, the solution leveraged ca pital from philanthropies, CDFls and private i nvestors.

Physical model of ‘revenue-basedloan’

Workgroup members offered feedback onthe Energizers' revenue-based |oan for consideration, such as:

Wondering if high growth would come frominvestment; wondering how it would connect with the BlackLGBTQ community;
wonderingwhatthe impact might be on Bryn’s dental practice with a three-year term; and wonderinghow tax breaks could
impact this type of acquisition.

Considerations for a generationalinvestment pool for retiring practitioners; a partnership with banks that work with high net-
worth individuals; and the potential case for revenue-based financing

Bryn | see slide 36 for details
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BIPOC Entrepreneurship | Team 5 Solution

Designing Transformative Solutions

Team 5: Walleye Tank

Solution Category: Grantorforgivable loan | Solution Name: Collaborative grant fund

The Walleye Tank's solution focused on grants and forgivable | oans for BIPOC entrepreneurs. Theyleaned more on the grant side
of the solution ratherthan pulling on forgivable |loans. The Walleye Tank team designed a collaborative grant fund to give
entrepreneurs access to capital with no need for personal collateral. Thisfundingsource would rely on various groups s uch

as crowdfunders, foundations and corporations to pool capital to be distributed bya central body.

The biggest contributions to this collaborative grant would be foundations such as the MacKenzie Scott Foundation, followed by
individual donors. Because their solution uses a grant structure as opposed to a forgivable |oan, the fund would feature a ve ry
streamlined a pplication process with minimal requirements to apply. Agrant would be the ideal funding option forentrepreneurs
like Brian, whois only seeking $20,000 to help scale his lawn service business. In addition to capitalfor entrepreneurs, the grant
wouldincrease accessto additional resources like a cohort-based support system for grantees and opportunities for cross-
marketing ofservices.

The Walleye Tankalso considered some of the more systemic barriers that make businessfinancing inaccessible for BIPOC
entrepreneurs such as discriminationin the loan process. Governmental entities would be tasked with investigating business
violations or points ofdiscrimination in the loan process. As a part ofthis solution, government entitieswould use anyfinesor
fees collected through theirinvestigation as another source of capital that funnels directlyinto the collaborative grant fund.

Physical model of "collaborative grant fund"

Workgroup members offered feedback on Walleye Tank’s collaborative grant fund for consideration, such as:

Wishingforinclusions like Small Business Association (SBA) or bank loans, attachment to CDFls, guarantees in addition to
grants anda pool of unsecured grants at 50% with another loan at 50%

Wondering if thiswould scale with a forgivable loan and the inclusion of a s pecial purpose credit

Brian | seeslide 36for

details » /‘\\
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BIPOC Entrepreneurship | In Their Own Words

In Their Own Words

“Create and capitalize a Black financial business
districtthat targets and advances black
entrepreneurs.”

— Workgroup member | $12 billion surplus
spendideation

“How can we convince corporationsto give
more?”

—Workgroup member | feedback on grant or
forgivable loan solution

“Create an investment committee of BIPOC
board membersthatselect[s] entrepreneurs to
investin, keepingthe investment benefitand
returns.”

- Workgroup member | $12 billion surplus
spendideation

“Create a business resource campus for black
entrepreneurstoacquire all of the necessary
knowledgerequiredto starta business.”

— Workgroup member | $12 billion surplus
spendideation

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

“They will use the money to make business
stronger and more profitable.”
—Workgroup member | solution worksheet

“I'like the layer of religious relevance for Muslim
customers.”

— Workgroup member | feedback on debt
product

“This exists, but notfor 1,000+ people like Brian
who need(s) money now.”
— Workgroup member | solution worksheet
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Commercial Development

How might we increase the flow of capital to Black developers
at scale?

Meeting Overview and Insights
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Commercial Development | Overview

Overview of Time Together

On October27th, the commercial development workgroup convened for a half-day, in-person design s print to build transformative capital
solutions in partnership with their ecosystem peers. To warm up their creative thinking, workgroup members ideated on ways the State
mightinvestits $12 billion s urplus to support Black re nters. |deas ranged from paying re parations to Black people to opening a minority-
owned real estate investment academic institution. See Appendix A for more ideas.

Workgroup members spent the remainder of the day with their designteam, prearranged with diverse sector re presentation, to d esign a
solution to increase the flow of capital to Black developers at scale. Eachteamselected a solution category: third-party e quity or junior de bt
program. The narrowingto these two categories was informed by workgroup ideation done overthe last sixmonths and refined bythe
workgroup’s subject matter expert staff team.

Each solution had specific constraints that teams needed to consider when designingtheir chosen solution. These were the solution
constraints:

Solution Design Constraints

Junior Debt Design solution contains the following attributes:

(Bank, CDFI) eBelow-marketinterest (5% - 8%)

10% - 25% LTC *Abilityto integrate existing resources: TIF, PACE, etc. e.g. Twin Cities LISC6% Junior Loan
Third-Party Equity Design solution contains the following attributes:

(Foundation, CDFI, Bank) * Below-marketinterest (1% - 6%)

5% -35% LTC * Patientterms (10-40year)

e Forgivable/Repayable

® Subordinated position

 Ability to integrate existingresources: PRIs, land bank, land trust, angel investors, tax credits,
etc. e.g. Cityof MinneapolisCommercial Property Development Fund e.g. Social Impact Fund

Additionally, teams each had a unique avatar that represents the experiencesof local Black developers (see slides50and 51 for more
details). All teams were then asked to make the following assumptions about their avatar:

= Theyhave gone through a technical assistance (TA) program

=  Theyhave site control

= Theyhave finished predesign, schematics, floor plans, financials, proforms, S&U's and all the necessary project pre-work

= Theyhave aTA providerand development team assembled with annual investment allowancestendered andletters ofintent for full
leasing

=  The combination of third-party equityand junior debt make up 45% of their project funding

=  Theyhave full pre-development (covered by TA program), senior debt (50% pre -approved), additional grant funding (of5% - 15% LTC)
and personal funds (of 5%)that would round out the remaining 55% of project funding

By the end of the day, workgroup members designed 5 unique capital solutions that unlocked more funding for developers,
createdtheoretical pathways to self-sustaining funding, reinvested in the local community and more, as highlighted in the following pages.

Imagine Deliver for GroundBreak Coalition



Commercial Development | Themes Across
Solutions
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Cross-pollination

Cross-cutting themes shared across commercial
developmentworkgroup teams

Workgroup members divided into teams, and Imagine Deliver assigned each team one of two solution categories, either Junior Debt or Third-Party
Equity. Each group crafted unique ideas, but many s hared similar elements across their solutions. Overall, commercial deve lopment teams coalesced
aroundthe following themes:

* Collaboration across sectors unlocks more funding: Teams imagine leveraging different types of funders to unlock a range of fundingtypesin
varying amounts. CDFls, banks, governmental entities, philanthropies, corporations and individualangel investors can work together to pool or layer
their capital for developers.

* Create pathways to self-sustaining funding: Teams designed solutions where once funders pooled their resources for developers, teams looked for
ways to leverage the capital against the secondary market to build equity. Theywould thenreinvest this equityinto the developers'fund to help
sustainand grow the fund. Providing a guarantee forinvestors wasa key component of thistheme to incentivize funders to participate long-term.

* Reinvest locally through community ownership: Teams emphasized the importance to not only create wealth-building opportunities for Black
developers, butalso enrichthe local BIPOC community. Teams designed solutions that gave priorityto projects headed by BIPOCdevelopers or that
fulfilla BIPOCcommunity need because those were opportunities to give directly to BIPOC communities. A third-party administrator would
determine priority. These solutions would split e quity gained from capital between sustaining the original fund and finandngadditional non-
development related resources for the local community.

In addition to the core elements above, teams emphasized the importance of building generational wealth for BIPOC developers and members of the
communities they're building in as well as incentivizing developers to meet specific commitments to the community with ge nerous and flexible financing
terms.



Commercial Development | Solution Elements

Prominent Solution Elements Across Teams

Core Solution Solution Elements

Team 1: Capital Stacks * Flexible Terms: terms that aremore agreeable to developers, such as fundingata lower interest rate whilestill allowing ownership of the projectfor
Solution Category: Third-Party Equity the developer

Solution Name: Foundation Guaranteed * Cross-Sector Collaboration: collaboration wherefoundations would provide a guarantee to local community banks to supportthe developers' project
Equity Loans » Sustainable/Evergreen Funding: fundingthatincludes a variety of sources, which are financed by foundations and banks, to fund commercial

developments
* Risk Mitigation: a foundation guarantee for developers to minimizethe level of risk for funders

Team 2: Regulators *  Workload Optionality: short-, medium-, and long-term investment vehicles that allow developers atdifferent stages to have options of how much work
Solution Category: Junior Debt they take on, likea commercial development trust fund to that canfinancefuture affordable devel opments
Solution Name: Patient Capital e Multi-Stage Capital: capital thathas multiplestages of deployment to allow developers to handleany level of debt-servicing needs

e Commercial Development Trust Fund: a fund that generates a loanlossreserve where a portion of the fees from commercial development go into
future trust funds

* Community Ownership: a model that allows local assets to be owned by community members through share purchasing. Community members will be
allowed to purchaseatsmaller sharelevels toincreaseaffordability. There would be a guarantee to backthe community share level.

Team 3: We CanDo It * Cross-Sector Collaboration: collaborativeinitiatives funded by entities such as high-net worth individuals, endowments and foundations that buy 10-
Solution Category: Junior Debt year bonds and help banks underwrite quickly
Solution Name: Evergreen Fund * Community Ownership: a fund governance structure where local BIPOC developers fromthe community oversee the fund

* Risk Mitigation: a cashloanlossreserveor guarantee thatis funded by entities such as philanthropies
» Sustainable/Evergreen Funding: fundingwith gains in equity generated from cross-sector investments that would be reinvested backinto the fund

Team 4: Southern Charm » Sustainable/Evergreen Funding: fundingfrom philanthropies and angel investors heldin a collective fund for developers in the form of 10-year bonds
Solution Category: Third-Party Equity * Flexible Terms: more agreeablefinancingterms to developers such as deferred interest and an opportunity for interest to be forgivenif certain
Solution Name: Equity Tool community-centered criteria are met for their development

* Generational Wealth Building: equity-buildingbenefits such as the opportunity to have interest forgiven if development ownershipis transferred
within the family
* Community Development Focus: special consideration given to projects that enrich underdeveloped communities

Team 5: The Dream Team * Cross-Sector Collaboration: collaborative development initiatives funded by entities such as banks, corporations, individuals and green banks
Solution Name: Junior Debt * Ease of Application: an application thatgrants developers access to the funding from their city, CDFls, and the State of Minnesota
Solution Category: Bridge Fund » Sustainable/Evergreen Funding: renewable fundingfor developers thatis allocated specifically for climate-resilientinfrastructure

P
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Commercial Development | Avatars

Designing for Our End User

To design solutions that are grounded in the realities of the commercial development system’s end user, Black Minnesota developers, Imagine Deliver
partnered with each workgroup's subject matter experts to create avatars, or personas, that represent an end user. Each team had an avatar with different

characteristics and design constraints that represent real-world challenges that their solution must help overcome.

Team 1: Capital Stacks

Personal Context: Oluwadami (he/him)isa West
African manin hismid 50s. He owns a building
where he runs a successful warehouse and event
space. He aspires to become a full-time
commercial developer. He wants to develop
small, resilient, sustainable, affordable,
neighborhood-scale, commercial buildings for
small business owners readyto transition from
theirliving room and cafes to commercial leases.

Business Vision: To develop a new construction,
3,000 SF, $0.9M, 2-story building with 4
commercial spaces. The building will be passively
designed, renewably powered and transit-
oriented.
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Team 2: Regulators

Personal Context: Brian (he/him)is aBlackman
inhismid30s.He isanactiverealtorin hisday
job who aspires to become a full-time
commercial developer. He wants to support
strong commercial nodesand corridors with
highly efficient, affordable and attractive
community-scale developments for East Siders
to sustainablylive, work and play on the East
Side.

Business Vision: To redevelop anexisting
20,000 SF, 3-story building with a s mall
restaurant, bakery, office incubator s paces and
a mix of efficiency, 1BR and 2BRworkforce-
affordable housing for “~S8M. The building will
be Passive House certified, renewably powered,
transit-oriented and use greywater reuse

Team 3: We Can Do it

Personal Context: Alem (she/her) is an East
African woman in herearly50s.She runs a
successful smallcommercial buildingas her day
job andhasworkedinthe foodandservice
industryfor 25+ years. She aspires to become a
full-time commercial developer. She wants to
developsmall, resilient, sustainable and
affordable neighborhood food and retail
buildings for otherimmigrant groups to own
and operate.

Business Vision: To developa new
construction, 8,000 SF, $2M, 1-story building
with a restaurant, a bakery, 5 small retail spaces
and a lounge area. The building would be
Passive House certified, renewably powered,
transit-oriented and use greywater reuse.
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Commercial Development | Avatars

Commercial Development Avatars

To design solutions that are grounded in the realities of the commercial development system’s end user, Black Minnesota developers, Imagine Deliver
partnered with each workgroup's subject matter experts to create avatars, or personas, that represent an end user. Each team had an avatar with different

characteristics and design constraints that represent real-world challenges that their solution must help overcome.

Team 4: Southern Charm

Personal Context: Miah (she/they) is a Black
womanintheirearly40s. Theyrun a successful
home daycare centeras a dayjob and previously
worked as a nurse practitioner for 12 years. They
aspire to become a full-time commercial
developer. Theywantto develop strong,
sustainable, and affordable community health
and wellness hubs as anchor institutions within
Blackand Brown communitiesas a better
alternative to the healthcare system.

Business Vision: To developa newly
constructed 75,000 SF, $25M, 5-story building
with anearlychildcare center,a community
health center, pharmacy, neighborhood grocery,
small tea shop and small officesfor various
healthcare modality providers (bodywork,
physical therapy, chiropractic care, etc.). The
buildingwill be Passive House certified,
renewably powered, transit-oriented and use
greywaterreuse.
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Team 5: The Dream Team

Personal Context: Malik (he/him)is a Black
man inhis mid30s. He manages multiple
apartmentand condominium buildings as his
dayjob and has workedinthe property
managementindustry for 10+ years. He aspires
to become a full-time developer. He wants to
develop mixed-use, resilient, sustainable and
affordable condominium buildings for families.

Business Vision: To developa new construction,
50,000 SF, $15M, 2-story residential building
with 40 condominium units made of 2BRand
3BR units. The building willbe Passive House
certified, renewably powered, transit-oriented
and use greywaterreuse.
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Designing Transformative Solutions

Team 1: Capital Stacks

Solution Category: Third-party equity | Solution Name: Foundation guaranteed equity | oans

Capital Stacks'solution focused on third-party e quity for commercial developers, providing a guarantee for banks and other
funders. The team's solution provided a guarantee to | ocal, community and regional banks like Bremer and Sunrise Bank to help
them buydown some of the potential risks associated with this third-partyloan. The moneyfrom these loans would stayinthe
foundation’s investment fund. Foundation investors would include entities such as Gerald and Henrietta Rauenhorst (GHR)
foundation, McKnight Foundation, Bush Foundation and the Target Foundation. Because thisinvestment would appearintheir
portfolios, theywould have the potential to growand leverage it to finance a third -party equityloanatalowerinterest rate. The
Capital Stacks imagined the leverage could potentiallybe one and a half to two times more thanthe guarantee, dependingon the
transaction. That developer would get more money for their project because of thisguarantee fromthe foundation, which lowers
risk for funders andincentivizes themto put more moneyin, leadingto more equity creation.

A keycomponent ofthis solutionis that foundations hold the guarantees without deploying them to banks until they need it. This
wouldallowthe guarantee to be self-sustainingover time and would allow developers to access lower-cost and longer-term
equityto fundtheir projects. Capital Stacks assumes a $50 millionto $100 million fund will generate a 6-8% return, which will be
reinvested intothe fund. The team imagined this component would be especially be neficial for developers like Oluwadami, whoiis
looking to develop multiple sustainable, neighborhood-level warehousesforsmall businesses because he could spread his

loans" financial closing costs or gain access to reduced legal feesand fixed-cost financial closing fees. Oluwadami would have access to
fundingoptions such as a foundation passive i nvestment fund used to guarantee |low-interest, 10-15 year third-party e quity | oans,
allhousedas a CDCpackage.

Physical model of "foundation guaranteed equity

Workgroup members offered feedback on Ca pital Stacks’ foundation guaranteed e quity loans for consideration, such as:

Wondering if CDFIswould be included; wonderinghowthe portfolio element would work; wondering about the effects of
bank involvement oninvestment capital; and wonderingabout the percentage guarantee needed bythe bank

A considerationaround existingexamplesthat could make the solution more "real" to possible guarantors
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Oluwadami | seeslide 50 for details
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Designing Transformative Solutions

Workgroup members created a physical model of patient capital so Black developers
can be successful on their first project regardless of the scope

Team 2: Regulators

Solution Category: Juniordebt | Solution Name: Patient ca pital

The Regulators' solution focuseson junior debt. Theyimagined an ecosystem of funding opportunities and support systems to
helpa first-time developer like Brian be successful. Their solution would create workload optionality for developers depending on
whatstage of their project theyarein. Forexample, developers like Brian could choose capital based on the speed at which they
wantto seereturns oninvestment. Ratherthan a one-size fits all model, the Regulators'solution re presents “a perfect blend” that
considers the size of the development project and the length of inve stment.

The second component of the Regulators' solution wascapitalthat aligns with a developer’s a ppetite for debt. The team designed
a capital deployment method that distributesfunds in multiple stages to allow developers to handle anylevel of debt servicing. A
partofthe fundis a loanloss reserve fora census track where development needs to happen. Acommercialdevelopment trust
fund would partiallyfund the loan lossreserve. The commercial development trust fund was a s pecial element oftheirsolution. It
wouldtake a fee fromeverynew commercialdevelopment, which would then be used toward future commercial development.

Additionally, the Regulators embedded community ownership in theirsolution. They envisioned a processduring the construction

Physical model of "patient capital" development phase where community members could purchase shares of the asset being built at small share levels. Community
shareswould enable community members to co-own the local asset. This community share level would also be backedbya
guarantee.

Workgroup members offered feedback onthe Regulators' patient ca pital a pproach for consideration, such as:
Wondering howmoneywould be built fromthe sales of community s hares

Considering alternatives in case the community was against some aspects ofthe solution, like zoning
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Designing Transformative Solutions

Team 3: We Can Do It

Solution Category: Juniordebt | Solution Name: Evergreen fund

Team We CanDo It's solution focused on the creation of an evergreen fund for Black commercial developers. Theyimagined this
fund would be financed through a combination of public and private entitiesthat purchase 10-year bonds to pool their capital.
These entities would include i nvestments from high net-worth individuals, corporations, endowments and foundations.
Additionally, credit enhancement opportunitieswould allow for a cash loanloss reserve or guarantee that could be funded by
philanthropy.

One of the main goals of this evergreen fund would be to get capital directlyto developers as well as help banks underwrite
quickly. Inthis funding model, risk is limited because a philanthropy-funded guarantee accompanies the 10-year bonds. To aid in
the sustainability of the fund, gains from the initial investments would be split evenly between non-development related
communityinvestmentand a reinvestment backinto the fund. This regenerative model for financing aligns with many Black
developers like Alem who want to support their local community by having their developments in it.

The team prioritized agile and systematic deployment of funds to developers by having clear eligibility guidelines and quick
Physical model of "evergreen fund" underwriting. 100% of the capital would be available for deployment right away through the government of a BIPOC
development committee composed oflocal community members. Theyimagine the governance and administration of the
evergreen funds being inthe hands of community members as opposed to politicians or large institutions to foster trust, cut down
on processingtime andbe lessstructured than more traditionalavenues of deployment.

Workgroup members offered feedback on We Can Do It’s evergreen fund for consideration, such as:

Wondering what role CDFIs might play; wondering how many developers could accessthe fund; wondering about the length
and management of the underwriting process; and wondering about i ncentives for large investors.

A considerationforthe importance of incentives for large investors

Alem | seeslide 50 for details
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Designing Transformative Solutions

Team 4: Southern Charm

Solution Category: Third-party equity | Solution Name: Equitytool

Southern Charm's solution focused on an equity tool orinvestment fund for Black developers like Miah. Southern Charm's avatar,
Miah, wants to develop strong, sustainable and affordable community health and wellness hubs within Black and Brown
communities as a better alternative to the healthcare system. The first step of their solution was to create a fund with capital from
philanthropies and angel investors. A s elf-sustaining system would reinvest earnings from the initial investment into the fund.
People like Miah whoare servingthe needs of BIPOCcommunities would get priority funding.

A keycomponent ofthis solution was the flexible lending terms. Southern Charm's solution design allowed developers to have
theirchoice of 30- or 40-year terms with below-marketinterest rates and the option to deferinterest overtime. Theyimagined
theseterms would be most beneficial for developers who are looking to produce large-scale projects like Miah's 5-story, 75,000
SF, $25 million building. An interesting benefit the team outlined for developers wasthe ability to have the interest forgiven if
theysawtheir project throughto the end ofthe initialterm. Thiswould create an opportunity to build generationalwealth if the
original developer transfers ownership of that project to the next generation. That transfer would also count toward the
forgiveness ofthatinterest, and it would not trigger repayment for the recipient of the development.

Physical model of "equity tool"

Workgroup members offered feedback on Southern Charm’s equity tool for consideration, such as:
Wondering howthis solution could be capitalized at scale

A considerationto include investors outside of angels like i nstitutional i nvestors

Miah | seeslide 51 for
details
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Designing Transformative Solutions

Team 5: The Dream Team

Solution Category: Juniordebt | Solution Name: Bridge fund

The Dream Team's solution focused on creating a bridge fund for Black commercial developers. A key component of their solution was
the ease with whichthe developer canapplyto access funding. This means developers would complete one common application across
CDFI, localandstate funding sources. As piring developers, like Malik, would be able to save time and money seeking funding, which
wouldallowthem to focus on other dimensions of their development like Passive House certification. The Dream Team's solution also
encouraged cross-sector collaboration through public and private funding partnerships. CDFls, banks, philanthropies, corporations and
individualswould pool their funds for aspiring full-time developers. The Dream Team's avatar, Malik, wasable to tap into additional
fundingthrougha green bank infrastructure. Thisinfrastructure makesadditional funds available for developments that meet criteria
fordomesticlow-carbon, climate resiliency (LCR).

Overall,the Dream Teamimagined the following funding breakdown to fully finance Malikin this scenario: bridge fundloan with 3.5%
interest, green bankinfrastructure and fundingfrom local programs through the single applicationto bringin $6.75 million. Malik can
utilize the Livable Communities Demonstration Account (LCDA) and Transit Oriented Development (TOD)accounts for $1.5 million. Tax
increment financing (TIF) and American Rescue Plan Act (ARPA) funding would cover $1 million. Property Assessed Clean Energy
Programs (PACE) and Passive House certification would provide another $1.2 millionin funding. Finally, Local Initiatives Support

Physical model of "bridge fund"

Corporation (LISC) funds would cover the last $2.75 million of funding for the development at 6% interest. Thissolution is designed to
enable the quickest, hassle-free deployment offunds for developers who need a comprehensive financing structure and prioritize
climateresilience.

Workgroup members offered feedback on The Dream Team’s bridge fund for consideration, such as:

Wondering howtaxcredits and TIF (taxincrement financing) would interact with the bridge loan; wondering how the green bank

initiative would be integrated; wondering what the capita terms would need to be; wondering about the sustainability of the e
fundingsources; and wondering about the infrastructure needed to hold the service. et

Malik | seeslide 51 for details
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In Their Own Words

“This will systematize the power of personal “| like that you prop up the developer with “I like the focus on the need forbridge funding
relationships at biginstitutions, without needing differentoptionsand support.” and fundingelasticity.” N/

those relationships.” —Workgroup member | feedback on junior —Workgroup member | feedback on juniordebt
— Workgroup member | solution worksheet debtsolution solution

“We thought about generational wealth. If a
developertransfers ownership within that
project, the next generation can also get
forgiveness.”

—Workgroup member | solution share out

“Give reparations to communities for economic
prosperity.”

- Workgroup member | $12 billion surplus
spendideation

“We know that pre-developmentfunds are
really needed forthese entrepreneurs and
developers.”

—Workgroup member | solution share out

“This developer will actually get more moneyfor
theirproject because of this guarantee fromthe
foundation orentity we created.”

— Workgroup member | solution share out

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



i =
Commercial Development | Pictures Of The Day

ints







Next Steps

[ [1ko,

/——_—— P — e ——
: 2 ‘ ‘e\l?.p;\(l E-
I l § | \ o
' ' .r?:\( -

; .ﬂbad

i WL s
aly &
wrih s S
- r"';‘.'..\ l“il‘,‘
Y4 oA

December Workgroup Meeting

Objective: To refine the draft capital prototypes
to deliver to the Steering Committee in January

Commercial
Development

BIPOC
Entrepreneurship

Rental Housing

Homeownership

December 12 | 9:30a.m.—12:30 p.m.
Virtual Workgroup Meeting

December 12 | 1:30 p.m.—-4:30
p.m. Virtual Workgroup Meeting

December 13 | 12:30 p.m.—-3:30
p.m. Virtual Workgroup Meeting

December 14 | 12:00 p.m.-3:00
p.m. Virtual Workgroup Meeting
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Appendix A

Workgroup warm-up synthesis responses
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Rental Housing

Design Prompt Shared Responses

If you had a $12 billion surplus, how
would you spend the money to build
wealth for Black renters through rental
housingin a way that will endure?

Developorallocate high-quality living space for families at 30-50% AMI

Fund nonprofits dedicated to this mission

Buy up single-familyhomes andlots in denser neighborhoods inorder to maximize number of units onthose sites.

Make stronginvestments in transitand public safety and other neighborhood amenities (beyond just housing).

Make a majorinfusioninto rentsubsidies (Beacon’s Bring It Home campaignidea)

Fund public housing repairand creation as well as PHA rental subsidies

Fund operatingsubsidies for deeply affordable and/or supportive housing

Fund guaranteed basicincome for Black renters

Build units in high renter neighborhoods and pair it with broader community development efforts. Units would b energy-
efficient (solar, weatherization, etc.) to reduce costs and built by Black developers. The solution would also include anti-
gentrification language and other neighborhood investments.

Use State bonding dollars for affordable housing development (adding units).

Create arental assistance fund to help renters buy down the price ofrentsotheywere able to a) afford a place to live and b)
have additional income for general wealth buildingorfood, school, etc.

Fund minimumincome/or housing subsidies

Create fundto provide moneyto Black renters who want to purchase a home

Match renter’s savings that can be used in case of housingemergency or to save forhome ownership

Reparations to Black folk
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Homeownership

Design Prompt Shared Responses

If you had a $12 billion windfall, how
would you spend the money to increase
homeownership for Black homebuyers to
close the equity gap?

Create arace-based special purpose credit, down payment assistance program that's forgivable for $50,000-$150,000
Buydown theinterestrate

On the supplyside, build alot more homes. On the demand side, focus on stabilization.

Do an equitable down payment assistance programthat considers income level with more money going toward those with
lowerincomes.

Offera forgivable grant for first-generation home buyers

Buyallavailable homes under $400,000inthe city. Put them into anasset hold with all proceeds on resales goingto close the
gap

Buydown interest rate to 2% for first-generation Black homebuyers and offer down paymentassistance for up to 20% of their
mortgage

Create affordable financing with flexible funding options

Take itto legislature fora $500 million peryear match for 12 years.
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BIPOC Entrepreneurship

Design Prompt Shared Responses

How would you spend the State’s $12
billion surplus to increase access to
capital for Black entrepreneurs?

Create an investment committee of BIPOCinvestors who are the decision makers and distributers of funds.
Investinemployee sponsorship programs.

Create a matching programthat can be leveraged.

Create a $500 million fund thatis a permanent community asset.

Investinsmall business-owned real estate.

Create State SBA-type entitythat matches capitalization and guarantees from banks, lines of credit, equity ventures, etc.
Investinsome existing CFls. Invest in Black-owned banks. Leverage existing entities, MIAS, neighborhood developments as
startingpoints

Consolidate unique talents in CDFIs to leverage impact and ensure cross-connection. This willallowthem to reap the benefits
of working with other groups. Connections and impact can be amplified through existing coworking spaces and incubators.
Putthe moneytoward capital needs like start-up grants and forgivable loans.
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Commercial Development

Design Prompt Shared Responses

* Reparations to Black folk: $1 million in grant moneyfor Black developers
e 10-yearenterprise-based lending to diverse businesses based onthose mostimpacted bythe pandemic. Lendingwill be

How would you spend the State’s $12 forgivable after 10years.

¢ Loan equityfund matchedbya third partythatis accessible to developers. Interest would go backto the communityand be
bi"ion Surplus to unIOCk ca pital for BIaCk administered by those closest to community (i.e.. BIPOC developers)

¢ Fundsto start or create a community-owned financial institution. Community owns bank or s enior lender; community board
deVEIoperS? makes rules and dividends go back to the community

*  Fund the Commercial Property Development Fund (CPDF) of Minneapolisat $500 million. Replicate and fund thisprogram in
top 10cities orsuburbs in the metro area at the level of $100 million each.
* Opena minority-owned real estate investment academic institution.
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Capital Prototypes

Forthcoming
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