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Purpose of Report 

The purpose of this report is to inform Committee of the performance of the West oi 
Scotland Loans Fund (WSLF) from April 1996 to November 2008. This followed a 
request at the November Regeneration Committee for additional information on the 
West of Scotland Loan Fund. 

Background 

The West of Scotland Loan Fund Ltd (WSLF) was established in 1996 to provide gap 
funding for new and existing businesses employing less than 250 people. The fund is 
administered by the West of Scotland Loan Fund Ltd. This is a company set up by 
the twelve unitary authorities that succeeded Strathclyde Regional Council. North 
Lanarkshire Council is represented on the board of the West of Scotland Loan Fund 
by the Business Support Co-ordinator from Regeneration Services. 

The fund provides loan finance of up to f50,000 to small to medium size enterprises, 
either start-up or existing, which have good commercial proposals but have difficulty 
raising finance from conventional private sector sources. At least 50% of the funding 
package must be provided by the private sector. The interest rate charged is 2% 
above the bank base rate, fixed for the period of the loan and the repayment period 
can be up to seven years. The funding can be used for working capital, the purchase 
of assets and the purchase of commercial property. 

A Pilot was agreed by the WSLF Board on 8 February 2008 following increased 
levels of demand to allow six larger investments up to f 100,000. North Lanarkshire 
Council has awarded three loans of this value. The Pilot will be reviewed with a view 
to assess the impact of the f 100,000 investments and ongoing demand for finance at 
this level. 

North Lanarkshire Council Investment and Rate of Default 

The WSLF is delivered by Business Support Team officers within Regeneration 
Services who have the appropriate skills and experience essential to appraise loan 
applications and carry out due diligence. Following a rigorous appraisal process, a 
recommendation is made by the officers to either approve or decline the loan. The 
recommendation is then reviewed and subject to final approval under the Council’s 
Scheme of Delegated Authority. Where the value of a loan exceeds f20,000, the 
Council takes security for that loan from the business and guarantees from directors. 
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The due diligence carried out on all WSLF applications takes the form of a range of 
stringent financial checks on the applicant company and the individual directors. In 
addition to those mentioned in 3.1, above, these check include: 

ensuring that there are no outstanding council debts and/or crown debts; 
stringent company and personal financial checks; 
checking for any existing floating charges the applicant may have that will affect the 
ranking of the Council in terms of repayment of the loan. 

In addition, the Council requires that all applicants sign personal guarantees in favour 
of the Council, before any loans are approved. 

In the case of loans of f 100k the Council commissions an external Due Diligence 
Report, in addition to the above measures. 

As at November 2008, the Council has issued 217 loans with a value of f3,481,350. 
This represents 17.4% of the amount invested by WSLF Ltd since its inception. The 
Council is the third highest lender in the fund. In addition to the amounts currently 
issued, a further f340,OOO of loans have been approved awaiting issue and loans 
totalling f 105,000 are currently going through the appraisal process. 

It is a condition of every loan awarded that there will be continuous monitoring of the 
business during the lifetime of the loan and for one year after completion. This allows 
officers to work closely with businesses to identify any issues in relation to their 
business or the repayment of the loan, and to minimise levels of default. 

As at September 2008, the total amount of loans issued by North Lanarkshire Council 
through the WSLF which defaulted was f747,315 which equates to 21.5% of the total 
loans awarded. This is lower than the average default rate for WSLF Ltd which is 
24.2%. Furthermore, within the top 5 authorities in terms of amounts invested, North 
Lanarkshire Council has the lowest level of loan defaults. 

Corporate Considerations 

The programme is consistent with the corporate objective - Stimulating Business and 
the Economy. 

Officers of the Council appraise each loan application to assess the business 
proposal and risk. The Council also takes security for loans over f20K from 
companies and personal guarantees from Directors should the companies 
experience any unforeseen future difficulties. 

The financial implications for the Council are minimal and the Council is not required 
to make any additional financial contributions to the Fund at present. Bad debt is 
offset by the interest charged on loans (2% above bank base rate). In addition, loan 
repayments and interest are invested by WSLF Ltd, increasing the cash reserves of 
the Fund. The WSLF has attracted additional ERDF funding up to 2008, at an 
intervention rate of 40%. A further ERDF application has been submitted to lever 
further funds. 

Conclusions 

It is anticipated that the Council and the West of Scotland Loan Fund will continue to 
receive increased numbers of enquires regarding higher value loans, particularly in 
the current economic climate. 



Y 6. Recommendations 

6.1 It is recommended that Committee notes the contents of this report. 

L 
Mhureen McConachie 
Head of Regeneration Services 

Local Government Access to information Act: For further Information please contact Robert 
Sharp Regeneration Services at TelOl698 30 2198 


