May 2011

vume 25,805 Small Business Notes

Minnesota Department of
Employment and Economic Development

In this issue:

Banks Slow to
LELCRIGERT)Y
Money for Small
Business
Lending

Minnesota
Department of
Employment and
Economic
Development
(DEED)
Extends
Deadline for
Receipt of
Proposals for
Business
Assistance in
North
Minneapolis.

Banks Slow to Take Treasury Money for Small
Business Lending

In the summer of 2010 there was considerable discussion in banking
trade journals about whether community banks would participate in the
proposed federal Small Business Lending Fund then under
consideration by Congress. Now, eight months after passage of the fund
as part of the administration’s major jobs act of 2010 (P.L. 111-240,
signed September 27, 2010) it appears that few banks are willing to
participate. In a copyrighted story on March 30, the Wall Street Journal
noted that, according to the Treasury Department, only 526 community
banks are participating out of 7,700 eligible. That amounts to $7.6 billion
of the $30 billion available.

Under the funds structure, the Treasury would provide community banks
with equity capital through the purchase of preferred stock paying a 5
percent dividend. As an incentive for participating banks to make small
business loans, the dividend rate would be tied, quarterly, to changes in
a baseline amount of small business lending in the quarter immediately
preceding the date of the capital investment. The rate drops in five
increments to a low of one percent for increases in lending of ten
percent.

It appears that two factors continue to contribute to banks’ reluctance:
the concern with the degree of federal paperwork burdens and
regulatory burdens imposed for what some bankers refer to as “TARP
II;” and the continuing lack of demand for loans as businesses still face
problems with finding customers.




Volume 25, No. 5 Small Business Notes Page 2 of 2
May 2011

Minnesota Department of Employment and
Economic Development (DEED) Extends Deadline
for Receipt of Proposals for Business Assistance

Past issues of

Small Business Notes On May 23, 2011, DEED published in the State register a “Notice of
Grant Opportunity” and request for proposals for delivery of small
business assistance services in North Minneapolis. On May 31 a new
Department of notice will appear in the State Register extending the deadline for
submission of proposals to June 16, 2011. All other requirements,
including requirements for submission, remain the same. DEED still
Economic Development anticipates an award as soon as possible to enable the grantee to
begin work on or about July 1, 2011.

are available on the

Employment and

website at

www.positivelyminnesota.com

Small Business Notes is published to offer timely, accurate, and useful
information on topics of concern to small businesses in Minnesota. It is for
general information purposes only. It is not legal advice and should not be
relied on for resolution or evaluation of legal issues or questions. Readers are
advised to consult with their private legal advisors for specific legal advice on

any legal issues they may have.
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Nt{innesf’ta Department Information in Small Business Notes on tax matters, both federal and state, is
of Employment and not tax advice and cannot be used for the purposes of avoiding federal or
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state tax liabilities or penalties or for the purpose of promoting, marketing or
recommending any entity, investment plan or other transaction. Readers are
advised to consult with their private tax advisors for specific tax advice on any
tax related issues they may have.
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