THE PRINCE GEORGE’S COUNTY GOVERNMENT
Office of Audits and Investigations

z
-

May 17,2017

TO: Andrea C. Harrison, Chair
Planning, Zoning and Economic Development (PZED) Committee
THRU: David H. Van Dyke, County Auditor + 7V
FROM: Amy Lee, Staff Auditor 1O os
RE: Financial Services Corporation
Fiscal Year 2018 Budget Review (Non-Departmental Grants & Transfer
Payments)

Budget Overview

The Financial Services Corporation (FSC) is funded through an annual County grant in the Non-
Departmental section of the budget. The Corporation’s proposed FY 2018 budget reflects County grant
funding in the amount of $897,000 an increase of $37,000, or 4.3%, over the FY 2017 County approved
funding level.

Approved Fiscal Year 2017 to Proposed Fiscal Year 2018:

FY2016 FY2017 ©FY2017 FY2018 Change Percentage

C
afegoty Actual  Approved Fstimated Proposed Amount Change

Prince George's County Grant $ 739,800 $ 860,000 $ 860,000 $ 897,000 $ 37,000 4.3%

Budget Comparison - Consolidated Budget

FY 2018 proposed revenues for the Financial Services Corporation total $1,442,700, an increase of
$105,500, or 7.9%, above the FY 2017 Approved Budget. This net change is attributed mainly to an
increase in the Prince George’s County Grant, EDI Fund Loan Processing Fees, Gross Grant Revenue,
and Management/Servicing Fees.
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Approved Fiscal Year 2017 to Proposed Fiscal Year 2018
et FY 2016 FY 2017 FY 2017 FY 2018 S Amvas - % Chsage
Actual Budget Estimated Proposed B
REVENUES
Prince George's County Grant $ 739,800 $ 860,000 $ 860,000 $ 897,000 $ 37,000 4.3%
Net Loan Programs 174,828 264,000 264,000 264,000 - 0.0%
EDI Fund Loan Processsing Fees 110,171 90,000 106,600 106,600 16,600 18.4%)
Gross Grant Revenue 10,859 20,000 180,000 70,000 50,000 250.0%|
Management/ Servicing Fees 52,240 90,200 30,200 100,900 10,700 11.9%
Other Income 1,955 13,000 100 - (13,000) -100.0%
Administrative Services 3,175 - 3,000 3,000 3,000 100.0%
Bank & Investment Interest Income 1,136 - 1,000 1,200 1,200 100.0%
Total $ 1,094,164 $ 1,337,200 § 1444900 8 1,442700 § 1 05,500 7.9%
EXPENDITURES
Compensation $ 558,445 § 809,500 % 737,900 § 830,000 § 20,500 2.5%
Fringe Benefits 183,995 242,900 221,400 249,000 6,100 2.5%
|Operating.
Ansounting, Coaplianos & 117,032 29,000 112,750 49,500 20,500 70.7%
Auditing Services
Consulting Fees, Grant Writer & 16,124 ) 40,900 . < N/A
Fund Development
External Marketing Consultant 10,500 10,000 52,000 42,800 32,800 328.0%
IT Maintenance & Service 17,427 18,000 22,500 28,800 10,800 60.0%
Payroll & Administrative Costs 7,610 2,000 4,000 6,100 4,100 205.0%
Board & Committee Meeting Exp. 4,140 1,000 1,750 4,200 3,200 320.0%
Copying & Printing . 2,000 4,250 2,000 . 0.0%
Credit Reports/UCC Searches - 2,600 - - (2,600) -100.0%
Depreciation 15,760 - 18,330 15,800 15,800 100.0%
Subscriptions, Dues, & Misc. 2,792 6,500 5,000 3,000 (3,500) -53.8%
Insurance Premium/Renewal 10,412 16,400 15,468 15,500 (900) -5.5%)
Licenses & Maintenance Fees 13,592 15,000 10,000 13,600 (1,400) -9.3%)
Legal Fees 32,488 10,000 18,700 10,000 - 0.0%|
Loan Loss Reserves 23,600 100,000 100,000 100,000 - 0.0%
Liquidation & Collection Expense - 8,000 - - (8,000) -100.0%
Marketing & Public Relations 16,221 7,000 10,000 7,000 - 0.0%
Memberships (NADCO & NAGGL) i 1,500 i . (1,500)  -100.0%
Office Equipment Lcase 12,106 10,800 11,032 12,500 1,700 15.7%
Office Maintenance & Remodeling - - 5,000 - - N/A
Office Supplies & Expenses 14,079 8,000 12,000 14,100 6,100 76.3%,
Portfolio Services 1,705 - 13,500 15,000 15,000 100.0%
Postage, Delivery & Courier - 2,500 - - (2,500) -100.0%
Referral Fees & Commissions - - - - - N/A
Staff Development and Training 932 17,000 10,000 10,000 (7,000) -41.2%
Telephone & Teleconferences 10,292 14,000 14,400 10,300 (3,700) -26.4%
Travel 2,061 3,500 4,000 3,500 - 0.0%)
Sub-Total $ 328873 % 284800 § 485580 § 363,700 $ 78,900 27.7%|
Total $§ 1,071,313 § 1,337,200 § 1,444,880 $ 1,442,700 % 105,500 7.9%
|lixcess Revenue Over (Under) Expense $ 22,851 § - % 20 - $ -
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Staffing Changes and Compensation

= InFY 2018, compensation is proposed at $830,000 which is an increase of $20,500, or 2.5%,
above the FY 2017 Approved Budget level.

= There are 10 positions funded in the Proposed FY 2018 Budget, which is consistent with FY 2017
staffing level. Please refer to the organization chart in the First Round responses attachment #7
Jor specifics for these funded positions. The Corporation has made several staffing changes in FY
2017. These changes are expected to remain in FY 2018. The staffing changes that were made
include the following:

o The reclassification of a Bookkeeper to a contracted Controller;

o The reclassification of the Accounting Manager/Chief Financial Officer position to a
Senior Accountant;

o The conversion/elimination of the vacant Office Manager position to a newly created
Administrative Assistant/Receptionist position that is currently vacant.

® In an effort to enhance employee retention and morale, compensation adjustments for two
employees (Executive Assistant and Senior Accountant) were completed in FY 2017. The FY
2018 compensation costs include proposed adjustments for all funded positions in accordance
with comparative salaries in the industry and region.

Fringe Benefits

= Fringe benefit expenditures are proposed at $249,000 in FY 2018, an increase of $6,100, or 2.5%,
above the FY 2017 Approved Budget.

Operating Expenses

= FY 2018 operating expenses are proposed at $363,700, an increase of $78,900, or 27.7%, above
the FY 2017 Approved Budget. Operating expenditures comprises the following major items:

@ Loan Loss Reserves $ 100,000
= Accounting, Compliance & Auditing Services 49,500
= External Marketing Consultant 42,800
® T Maintenance & Service 28,800
®  Depreciation 15,800
®  Insurance Premium/Renewal 15,500

= The proposed FY 2018 budget includes increases in the following categories:

®  Accounting, Compliance & Auditing Services $20,500
= External Marketing Consultant $32,800
= Depreciation $15,800
® [T Maintenance & Service $10,800

® The largest operating expense decreases included in the FY 2018 Proposed Budget are for
Liquidation & Collection Expense and Staff Development and Training in the amounts of $8,000,
and $7,000, respectively.
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= A schedule of contractual costs included in the proposed FY 2018 budget are listed below:

Contractual Costs FY 2018 Proposed
Accounting, Compliance & Auditin $49,500
IT Maintenance & Service $28,800
External Marketing Consultant $42.800
Payroll & Administrative Cost $6,100
Total Contractual Cost $127,200

Highlights

= Asof February 28, 2017, FSC has attended 37 events and outreach activities with approximately
2,178 attendees to promote the Corporation’s services for FY 2017.

® FSC First obtained additional sources of funding to attain financial viability
o Capital One Grant - $20,000
o VLT Fund Stand-up Grant - $160,000 (reimbursable expenses)

® InFY 2018, FSC plans to achieve the following funding targets:

o $3.1 million in new Small Business Administration (SBA) 504 Real Estate, Small Business
Growth Fund (SBA Community Advantage), VLT Flex Fund and Microenterprise loans;

o $7.0 million in new Economic Development Incentive (EDI) Fund loans for business that
retain or add jobs in the County;

= FSC’s strategies to enhance prospects for success include:

o Increase business development and marketing efforts focusing on programs which result in
increased revenue;

o Continuing to address financial literacy challenges of loan applicants by providing a technical
assistance program,

o Collaboration with the members of the Business Resource Coalition (Economic Development
Corporation, Office of Central Services’ Supplier Development and Diversity Division,
Minority Business Enterprise (MBE) Compliance Manager for Prince George’s County,
Maryland’s Women Business Center, Bowie Business Innovation Center, Meridian
Management Group), the Entreprencurial Development Center at Prince George’s County
Community College, local chambers of commerce, and other business organizations to
increase awareness of FSC First’s programs and services;

o Maintain a diverse and quality loan portfolio by proactively monitoring client files for
compliance through the automated L.oan Management System and conducting quarterly site
visits to existing clients.
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Economic Development Incentive (EDI) Fund

FSC assumed the role of underwriter with the launch of the $50 million Economic Development
Incentive Fund in FY 2013. The program has afforded FSC the opportunity to collaborate with
other funds and combine resources to fund larger projects.

Since its inception, the EDI Fund has had a total of 28 loans close, totaling $21,166,000 in EDI
funding. As of February 28, 2017, three conditional loans, in the amount of $1,640,000, have
been totally forgiven.

The current EDI fund portfolio is composed of 22 loans (10 conditional and 12 non-conditional),
totaling $14,091,832. Please refer to Attachment 1 of this report for a detailed portfolio of all EDI
loans as of February 28, 2017. The attachment provides information such as the recipient
organization name, funding date, and current balance and status.

Below is the calculation for the Corporation’s EDI Fund ending available, uncommitted balance
for FY 2017 as of February 28, 2017:

EDI Fund Balance and Activity as of 2/28/17:

Starting balance $50,000,000

Less Loans Committed - (32,076,000)
Sub total 17,924,000

Plus repaid Principal 4,656,915

Plus Interest Earned 715,846

Ending Balance* $23,296,761

* Does not allow for any unknown withdrawals unrelated to EDIF loans
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