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1.
THE PROGRAM

The Rural Development Revolving Loan Fund was established with funding from the United States Department of Agriculture’s Rural Business Enterprise Grant (USDA).  The purpose of the program is to provide an incentive for business expansion, job creation, and private investment in rural areas in Allen, DeKalb, Huntington, Lagrange, Noble, Steuben, Wells, and Whitley Counties.  As the loans are repaid, the money will revert to the same fund and be used to make additional loans.

2.
ELIGIBILITY CRITERIA

2.01  Applicant Eligibility

Applicant must be a for-profit business located in an area with a population 50,000 or less within the designated counties (target area).  See attached map.  Eligible business will generally employ less than 50 or fewer and have less than $1 million in projected gross revenues.  At least 51% of the outstanding ownership of the benefiting business must be either citizens of the United States or reside in the United States after being legally admitted for permanent residence.  Agricultural production entities are ineligible for the Rural Development Revolving Loan Fund.  The program is designed both to assist in the expansion of existing businesses and in the creation of new businesses, provided the applicant meets the credit criteria of the program.  

2.02  Geographic Eligibility

Projects funded by the Rural Development Revolving Loan Fund must be located within the program boundaries.  If the business later moves from the area, the loan will be immediately due and payable.

2.03  Eligible Use of Loan Proceeds

Loan proceeds may be used for the following purposes:

Machinery and Equipment

Working Capital

Inventory Purchase

Building and Land Acquisition

Building Renovation

Loan proceeds may not be used to refinance existing debts.  Closing costs may be financed as part of the total project cost.
3.
LOAN SELECTION CRITERIA

3.01  Credit Worthiness
The CDC will review the business plan and financial statements of each applicant.  Past credit history will be taken into consideration.  Personal assets will be considered when determining credit-worthiness and financial need.

3.02  Job Creation

The main objectives of this program are to create and/or retain jobs.  Job creation / retained requirements are flexible; however, a general guideline is one job created / retained for every $20,000 loaned.  Jobs created must be filled within 2 years of CDC loan closing.  

3.03  Environmental Considerations
The CDC will take into account the environmental impact arising from each project when selecting and approving loans.  Those projects which will have an obvious detrimental effect upon the environment will not be considered.

3.04  Generation of Tax Revenue
The effect upon the generation of tax revenues, such as real estate and personal property taxes, will be considered when selecting and approving loans.

4.
LOANS TERMS AND CONDITIONS

4.01  Maximum/Minimum Loan

The maximum amount of the CDC loan will be $20,000 or 45% of the total project cost, whichever is less.  The minimum loan is $1,000.  A direct loan of up to $15,000 may be approved to businesses that are unable to secure the private match.  A minimum equity contribution of 10% will be required.

4.02  Leverage Ratio with Private Funds

Up to 45% of the total project can be loaned by the CDC.  The other 55% of the project must be funded privately by a bank and/or the borrower.  Exception:  In certain cases, up to $15,000 may be approved without a private match.  Borrower may still be required to make an equity contribution.

4.03  Interest Rate

The loan by the private lender will be at their conventional interest rates and terms.  The interest rate on the CDC loan will be determined at time of approval.  The interest rate will be 4% below the National Prime Lending Rate on the day of approval, however, will not be established at anytime below 3% per annum.  Once the rate is determined, it will be fixed for the entire term of the loan.

4.04  Term
The term of the loan will be based upon the economic life of the assets acquired with the loan proceeds.  Working capital loans will usually have a term of 3-5 years.  The maximum term for fixed asset loans is usually 15 years.  Generally, the term on the CDC loan will be the same as the term on the private sector loan.  

4.05  Collateral Requirements

Collateral is required to secure the loan.  The CDC Board will decide what is acceptable collateral on a case by case basis.   Generally, the CDC will subordinate its lien position to the private sector loan.  Personal guarantees of the business owners will always be required.

4.06  Prepayment
A Borrower may prepay any or all outstanding principal to the CDC at any time and without penalty.  

4.07  Loan Cancellation Provision
The CDC reserves the right to cancel an approved loan if the borrower fails to commence the project within the period of time specified in the loan commitment or if the borrower fails to submit the paperwork required for the loan closing within the time period specified in the commitment.

4.08  Disbursement
For all projects, private match funds must be expended before any CDC funds are disbursed to borrower.  Borrower must submit proof that private funds have been spent (i.e. copies of invoices and canceled checks) prior to loan closing.

For all projects involving renovation, loan funds will not be disbursed until all renovation is complete, all bills paid, and final lien waivers have been obtained from all contractors, subcontractors and materialmen.  Thus, it may be necessary for borrower to obtain a short-term renovation loan to pay for the renovation costs.  Prior to CDC loan closing, borrower must submit proof that renovation is complete and all bills have been paid as well as evidence that contractor has complied with all Federal Labor Standards Provisions.  At the loan closing, the CDC funds will be disbursed to reimburse borrower or directly to the interim lender to pay off renovation loan.

For projects involving the purchase of specific assets such as equipment, funds may be disbursed under one of the following two options:

A.
Borrower pays entire cost of equipment using an interim loan or his/her own funds.  Borrower submits proof of payment to CDC prior to loan closing.  At loan closing, the CDC funds will be disbursed to reimburse borrower or will be disbursed directly to interim lender to pay off interim loan.

B.
Borrower submits supplier's invoice and CDC loan funds are disbursed directly to supplier along with borrower's funds.

For all other purposes, CDC loan funds shall be disbursed as follows:  Borrower submits proof that private funds have been spent in accordance with loan commitment.  CDC funds shall be disbursed to the borrower at closing.  Borrower shall provide documentation satisfactory to the CDC as to how the funds were expended within 90 days after disbursement.  .

4.09  Transfer of Assets Financed

Ownership of leasehold interest of assets purchased or improved with CDC financing may be transferred only with the prior written approval of the CDC.  

4.10  Follow-up Visits
The CDC and USDA staff or its assigns will conduct annual on-site visits to the business to observe how loan funds have been spent, the number of people employed, and to obtain company and personal financial information.

5.
FEDERAL REGULATIONS
5.01  Civil Rights

The CDC ensures that loan will be made available on a non-discriminatory basis. No applicant will be denied a loan on the basis of race, color, national origin, religion, age, handicap, or sex.

5.02  Flood Insurance
Projects located within the 100-year flood plain will be reviewed carefully by the CDC staff to insure all aspects of the project are allowable within the flood plain. The purchase of flood insurance shall be required for properties located within the 100-year plain.

5.03  Access for the Handicapped

All renovation projects must meet local building codes for handicapped access.

5.04  Access to Books and Records

All duly-authorized representatives of the City of Fort Wayne, the United States Department of Agriculture, and the Comptroller General of the United States shall, at all reasonable times, have access to any books, documents, papers, and records of the contracts that are directly pertinent to the project for a period of time of three (3) years after final payment is made and all matters closed.

6.
FINANCIAL REPORTING REQUIREMENTS
All loan recipients will be required, at a minimum, to submit annual financial statements (balance sheets and income statements) and personal financial statements as specified in the loan commitment.  Statements must be in proper accounting form. 

7.
FEES AND COSTS
A one-time non-refundable application fee of $50.00 will be charged to the borrower at the time of application.  In addition, a commitment fee of 1% of the loan amount is payable to the CDC upon borrower's acceptance of commitment.  The commitment fee is not refunded even if the Borrower later decides not to accept the loan or is unable to close for any reason.  The fees are used to offset administrative costs associated with the program.  Any incidental costs incurred by either the applicant or the CDC with regard to the CDC loan will be the responsibility of the applicant.  Such costs may include but are not limited to recording fees, legal fees, and closing costs.
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