
The Basics of Revolving Loan Funds



= A self-replenishing pool of money 
utilizing interest and principal 
payments from old loans to issue 
new loans … 



A simple example of a revolving loan 
fund for an individual small business 
owner is a line of credit they may 
receive from a bank - it is 
replenished as the borrower pays 
back any money drawn down.

A line of credit from a bank is 
intended to pay for short term 
working capital needs for a business 
subject to seasonal sales. 
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Funds for Admin
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How does a Revolving Loan Fund (RLF) Work?



How self-replenishing the fund will 
be, depends on how much the seed 
funds “cost” the RLF. 

Funds can be provided via:
• Grants
• Low interest loans (like program 

related investments or impact 
investments)

• Lines of credit
• Other sources



What does a Revolving Loan Fund Need?

• FUNDS to lend out

• A REASON to lend the funds

• Someone (one or more) to 
market the program, manage 
applications, prepare credit 
write-ups, facilitate approvals, 
coordinate fundings, receive 
payments, do servicing actions, 
and, most likely, liquidate loans

• A credit policy / servicing policy 
/ liquidation policy to guide the 
RLF



How much should you lend out 
your revolving loan funds for?
(According to the FDIC quarterly report issued 09/05/19, 
the net interest margin for banks remains steady at 3.39%)

• How much did the funds cost?
• How much does it cost you to 

operate and administer the fund?
• How much do you anticipate 

losing from the fund each year?



Why does your Revolving Loan Fund Exist?

What is your mission?
What is your vision?
What are your values?
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