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THE PROGRAM

The Business Development Revolving Loan Fund BDRLF) was established with a
grant from the Economic Development Administration (EDA) of the U.S. Department of
Commerce and is supplemented with grants from the City of Fort Wayne and the Allen
County, Indiana governments. The purpose of the program is to provide an incentive
for business start-up, expansion and growth which will create permanent private sector
jobs. Funds in the BDRLF will be used to make loans, many times in partnership with
conventional financing from private lenders. As the loans are repaid, the money will
revert back to the fund and will be used to make additional loans.

ELIGIBILITY CRITERIA

2.01 Applicant Eligibility

Applicants must be for-profit businesses in any phase of operations that are located in
Allen County, Indiana that are unable to secure conventional financing for project
completion. The types of business entities that are eligible include retail including
hospitality, service and technical (IT), transportation and those involved in a
manufacturing or wholesaling trade. Applicants may be an existing business or a
"start-up" (operational less than two-years).

2.02 Ineligible Applicants

Ineligible Borrowers: Certain industries are excluded from eligibility of CDC
financing, including but not limited to; residential facilities, non-profit companies,
passive businesses such as landlords and developers, businesses in which a
franchisor may take over a franchisee’s operations, publicly held businesses,
businesses that lease land for cell towers, solar panels, wind turbines or billboards,
apartment buildings and mobile home parks, businesses located in a foreign country,
businesses owned by undocumented aliens, pyramid or multi-level sales distribution
plans, businesses engaged in any illegal activity, government agencies, businesses
that derive more than one third of their income from legal gambling activities,
businesses providing prurient sexual material, political parties and speculative
businesses.

2.03 Geographic Eligibility

Projects funded by the BDRLF must be located within Allen County, Indiana, and must
be in a facility zoned appropriately for the proposed use. Funds may not be used to
relocate a business into Allen County from another labor market. If the business
subsequently moves out of the area, the loan will be immediately due and payable.



2.04

Eligible Use of Loan Proceeds

Loan proceeds may be used for the following purposes:

2.05

Building and land Acquisition

Building construction, expansion and renovation (see Section 5)
Equipment and machinery, excluding vehicles and trailers
Working Capital

Closing costs may be financed as part of the total project cost

Ineligible Use of Loan Proceeds

Loan proceeds may not be used for:

Acquisition of an equity position in a business

Subsidize interest payments on an existing RLF loan

To provide the borrowers equity required contribution in other Federal agency
loan programs;

Investing for financial gain in the following, but not limited to - interest-bearing
accounts, certificate of deposit or any other marketable securities;

Purchase of residential real estate for habitation or rehabilitation by non-
business owners;

Acquire an interest in a business entity through purchase of stock or
acquisition of assets unless sufficient justification is provided. (Sufficient
justification may include: acquiring a business to save it from imminent
closure, acquire a business to facilitate a significant expansion, or

increase investment with a significant increase in jobs);

Refinance existing debt unless, recipient sufficiently demonstrates a sound
economic justification that the refinancing will support additional capital
investment intended to increase business activities, (reducing the risk of loss
to an existing lender or lowering the cost of financing to a borrower shall not,
without other indicia, constitute sound economic justification)

LOAN SELECTION CRITERIA

The BDRLF has been designed by the CDC to assist only those companies which
meet the specific criteria for loan selection.

3.01 Financial Need

Because this program is capitalized with public funds, it is designed to assist those
businesses that are unable to finance their projects privately. The business assets and
personal assets of the owners will be taken into consideration when determining
financial need. Businesses that are able to finance their projects privately do not qualify
for this program.

3.02

Credit Worthiness

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

3.03 Environmental Considerations

The CDC will consider the environmental impact arising from each project when
selecting and approving loans. Projects that will have an obvious detrimental effect
upon the environment will not be considered. All projects must comply with
environmental audit requirements of the private lender and/or the CDC.

3.04 Generation of Tax Revenues

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

LOAN TERMS AND CONDITIONS

4.01 Maximum/Minimum Loan

The maximum amount of the CDC's participation in any one project is $300,000 or
45% of the total project cost, whichever is less. The minimum loan is $25,000. The
maximum loan amount available without bank/private sector participation is $75,000.
A minimum equity contribution of 10% may be required.

4.02 Interest Rate

The loan by the private lender will be at their conventional rates and terms. The
interest rate on the BDRLF loan will be determined by the use of proceeds. If the loan
is used for the purchase of fixed or other tangible assets, then the rate is calculated at
the lesser of one percent below the current WSJ prime rate or the maximum rate
allowed under State law. In no event, shall the interest rate be less than four percent. If
the proceeds are used for working capital, then the loan will be priced at the WSJ
prime rate plus 1 percentage points. Loans disbursed to cover short term executed
purchase orders will be priced in two phases. During Phase 1, no payments are
required for 90-days, however interest will accrue at prime plus 3 percentage points. If
the loan is not paid in full at the end of 90-days, the interest rate will increase to
eighteen percent for the remainder of the loan. The interest rate on the CDC loan will
be determined at the time of presentation to the CDC Board. Once the rate is
determined, it will be fixed for the entire term of the loan.

4.03 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, with the
exception of the 90-day purchase order loan. The maximum term for fixed asset loans
is generally 15 years for real estate and 7-10 years for equipment. The term on the
CDC loan, is typically the same as the term on the private sector loan. In no event will
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the term of the CDC loan exceed the term of the private sector loan or 15 years.

4.04 Collateral Requirements

Collateral required to secure the loan will be determined by the CDC on a case by case
basis. Many times, the CDC will subordinate its lien position to the private sector loan.
At a minimum, a personal guarantee of the business owners will be required.

4.05 Prepayment

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

4.06 Loan Cancellation Provisions

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.

4.07 Recall Provision

The purpose of the BDRLF is to support business activities for which credit is not
otherwise available on terms and conditions which would permit completion and/or the
successful operation or accomplishment of the project within Allen County. The CDC
reserves the right to recall the loan if these requirements are not met.

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 construction or renovation, loan funds will not be disbursed
until all construction is complete, all bills paid, and final lien waivers have been
obtained from all contractors, subcontractors and materialmen. Thus, it may be
necessary for the borrower to obtain a short-term construction loan to pay for the
construction costs. Borrower must submit proof that construction is complete and all
bills have been paid prior to the CDC loan closing. At the loan closing, the CDC funds
will be disbursed to reimburse borrower or directly to the interim lender to pay off
construction 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.
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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 or leasehold interest of assets purchased or improved with BDRLF
financing may be transferred only with the prior written approval of the CDC.

4.10 Follow-Up Visits

The CDC staff may conduct periodic on-site visits to the business to observe how loan
funds have been spent, how many people are employed, and to obtain financial
information.

FEDERAL REGULATIONS

5.01 Civil Rights

The CDC ensures that loans 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 Federal Labor Standards Provisions

Where federal funds are used to fund a project involving construction or building
renovation, the contractors performing the work must comply with the Federal Labor
Standards Provisions of the U.S. Department of Housing and Urban Development.
These regulations include a provision that all laborers on the project be paid a wage at
a rate not less than the prevailing wage specified in the current wage determination
specified by the U.S. Department of Labor. The current minimum wage rates for each
class of workers is available from the City of Fort Wayne compliance department. In
addition, contractors are required to pay wages not less often than once a week.

5.03 Pre-construction Conference

In order to ensure compliance with the Federal Labor Standards Provisions, all
contractors hired to perform work on the project shall be required to obtain a current
wage determination from the City of Fort Wayne's Compliance Office before submitting
a bid. The contractor will also attend a meeting with the staff of the CDC before any
construction begins. The CDC staff will explain the regulations and distribute the
reporting forms to the contractors. Contractors will be required to submit periodic
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payroll reports throughout the project.

5.04 Non- Relocation

Federal funds may not be used to relocate a business from one labor area to another.
Therefore, program funds may not be used to move a business to Allen County from
another labor area. All borrowers will be required to sign a certificate of non-relocation
which certifies that the project to be undertaken will not adversely affect jobs in other
labor areas.

Additionally, if a business borrowing funds under the program subsequently relocates
to a site outside the geographic boundaries of the program, the loan will be
immediately due and payable.

5.05 Access for the Handicapped

All new construction and rehabilitation projects must meet local building codes for
handicap access.

OTHER REQUIRMENTS

6.01 Flood Insurance

Projects located within the 100-year flood plain will be reviewed carefully by CDC staff
to ensure that 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
flood plain.

6.02 Historic Preservation

If applicable, the CDC staff shall consult with the City’s Historic Preservation Planner
and/or the State Historic Preservation Officer to identify properties listed in or eligible
for inclusion in the National Register of Historic Places and shall require the applicant
to comply with all requirements established by HUD to avoid or mitigate adverse
effects upon such properties.

6.03 Access to Books and Records

All duly-authorized representatives of the CDC, the Department of Commerce,
Economic Development Administration 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 which are directly pertinent to the project for a period of
time of three years after final payment is made and all matters closed.

FINANCIAL REPORTING REQUIREMENTS

All loan recipients will be required to submit periodic financial statements (balance
sheets and income statements) as specified in the loan commitment. Statements must
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be in proper accounting form.

FEES AND COSTS

A one-time non-refundable application fee of $100.00 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, which is also non-
refundable 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 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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