REVOLVING LOAN FUND (RLF) PROGRAM
FOR SOUTHWESTERN WISCONSIN

PART |
THE RLF STRATEGY

The Southwestern Wisconsin Regional Planning Cosianiswill capitalize a regional revolving loan
fund under the Economic Development AdministraiiBDA) Special Adjustment Assistance Program,
authorized under EDA's Sudden and Severe Econorslicdation (SSED) program under Title IX of the
Public Works and Economic Development Act of (PWBD 1965, as amended. The area to be
included within the program's service territory #ne counties of Grant, Green, lowa, Lafayette, and
Richland, the area comprising the Southwestern 8dso Economic Development District, designated
by EDA on August 4, 1986.

Assistance has been requested for $330,000 from, EDBe matched by $75,400 (18.6% of fund) from
local sources. The local matching funds are besmiested from lending institutions within the five
participating counties. This manual describespilmpose and justification of the Revolving Loan &un
as well as the standards and policies of the pexapfasid, and how it will be administered.

A waiver of a portion of the local match (normal§% of total project--$101,350 in this case) hasnbe
requested. The total capitalization of the fund & $405,400, which is intended for the purpoke o
making loans to businesses which were directly etgzhby flooding, or indirectly impacted by virtaé
loss of sales as a result of flooding by custoroesippliers. Several directly impacted businesstésn
the region may be candidates for loan funds teegm in recovering from the Great MidwesterroBlo
of 1993.

A re-use plan for the targeting of funds in theotewng stage of this program will be submitted DA
within two years of the date of the grant awardhe Te-use plan will identify more long-term economi
development problems and issues, and broader-lgasdsl to address for the region, which further the
economic adjustment objectives of Title IX of PWEDA

ECONOMIC ADJUSTMENT PROBLEMS TO BE ADDRESSED:

Southwestern Wisconsin is the most agriculturatigrded area of the State of Wisconsin. The region
relies heavily on agriculture for a source of paegancome, tax base and employment. This settiieo
economy, however, exhibits rather fluctuating tefi®dm year to year, since it is so dependent upon
pricing policies, financial markets and weatherditons, over which there is no measure of control.
The economy of southwestern Wisconsin is hit evarddr when natural disasters such as the Great
Flood of 1993 occur. Southwestern Wisconsin conitiesnand the businesses which are a part of them,
are severely impacted by a loss of farm income viloexaling occurs. The area is prone to periodisHi
flooding due to the relatively steep terrain throoigt the region. A portion of the area is affedeé to

the presence of the Mississippi River along theevadoundary of the area.

Farm income has lagged substantially behind thetgron overall wages and salaries. Total farm meo

in the region in 1991 was only twice what it wad#69. Non-farm income, on the other hand, greav at
rate nearly five times as much. Although this gt project does not directly benefit the farntsed
does serve to benefit many businesses with whioheis do business--those that may offer needed cred
to farmers for the purchase of machinery, equipnaent supplies. The proposed project will, it is
expected, provide mostly working capital loans tsibesses in the agri-business and tourism related
sectors. A waiver of the requirement that no nthesn 50 percent of the portfolio can go for working
capital loans is being requested. This waiver dq@értain only until it is determined that therens
longer a need to target flood-impacted firms.



CONFORMANCE TO THE ADJUSTMENT STRATEGY AND O.E.D.P.:

The proposed revolving loan fund has been idedtifre both the _Long-Term Flood Recovery
Strategyfor the Counties of Grant, Green, lowa, Lafayatid Richland, and the Overall Economic
Development Program for Southwestern Wiscoasi@a priority project.

The Long-Term Flood Recovery Strategy for the negi@s a special initiative of the Southwestern

Wisconsin Regional Planning Commission to assist@overing from the Great Flood of 1993 and

to help communities avoid recurring problems faeéidr the periodic flood events of the past,

especially in localized areas of the region. Than ps broad-based in the types of activities it

addresses. This RLF plan is to implement actsia@d problems addressed within the Flood
Recovery Strategy as they relate to the financiegda of flood-impacted businesses, and the
impact of flooding on the agricultural sector ame tsubsequent impacts on the agri-business
community, as well as the impacts on tourism.

Gaps in delivering SBA Economic Injury Loan assisewas apparent within the region, as some
borrowers had difficulty in finding information abbthe program, or did not react in a timely
enough fashion to meet deadlines. Aid distribwitethrmers in the five county area totaled nearly
$7.6 million for crop disaster assistance and tivgs feeding program. These payments were
estimated by the ASCS as covering only about 380tgercent of the loss. Total losses not
covered, therefore, were in the neighborhood ofGst8llion to $21.7 million. Also, many farmers

in low lying areas lost up to one-half their hagps. This amount of loss represents ten percent of
all farm income for the year 1991, the most reciatd available. The effect on other sectors of the
economy which depend on that farm income must bstantial.

The University of Wisconsin Extension Business Mpmaent Education Agent for southwestern
Wisconsin indicated that the economy of the arealdvbe affected in the following ways:

- Businesses that dealt with farmers, such as g dealers or other suppliers, experienced a
period of time when farmers could not pay theilsbilecause of flood-related losses. Lines
of credit were extended to farmers by agricultyredlated businesses were not paid, thus
creating indirect or secondary impacts on thosebsses.

- In the case of the dairy industry, liens werecethon their profits, effectively reducing the
farmer's future cash flow and ability to recovessies.

- Many farmers subsequently developed poor credihgs, and their borrowing power was
reduced substantially, adversely affecting busegtisey would normally deal with.

- In the attempt to deal with loss in cash flowhés been predicted that there will be an
increasing trend toward farm consolidation. Thees also a prediction of an increase in
the number of foreclosures. There was a recograzadhd in the number of farm auctions
in the Spring of 1994.

The Long-Term Flood Recovery Strategy of the Regamntified a number of activities which
were directed toward the City of Darlington in Lydtte County. The regional Revolving Loan
Fund, however, is directed toward any areas onkases within the five-county region which have
been directly or indirectly impacted by flooding sisbstantiated by a loss of sales as a result of
flooding. In southwestern Wisconsin, there areragmately 460 firms employing more than
3,700 workers that are ag-based, and more thah@&3titality-tourism businesses.



IDENTIFIED FINANCING GAPS:

Financing gaps include, but may not be limitedthe, following. A brief explanation of how the
regional Revolving Loan Fund will assist in alleing these gaps is provided where appropriate.
These gaps are not specific to flooding problemasabe more general in nature.

Limitationsrelating primarily to financial institutions:

(1) A shortage of lending capital among many of dhea's smaller banks due to (a) regulatory
lending limitations, (b) limited experience withhet lending programs, (c) limited
experience with a correspondent bank relationshipd (d) competition with other
investments in which the institutions are engaged.

(2) The high degree of involvement of area lendmsiitutions, many of whom are agricultural
lenders, in providing financing for farmers whicavie run into financial difficulty, leaving
these institutions in a poor position to providepitad for community economic
development, even though they may wish to do more.

(3) The lack of adequate deposits in some ingtitgtiwhich severely limits their ability to
participate in commercial and industrial ventur8®me banks carry relatively high Loan to
Deposit ratios. Regional RLF participation wilhteto free up bank funds which can then
be used to make loans to other potential borrowers.

(4) Conservative lending practices on the part afyriending institutions which are often willing
to provide financing only for businesses with whitttey have a familiarity, and an
unwillingness to lend within industries where thex@o prior experience by the lender, or
within smaller industrial categories where it idfidult to find information on typical
operational characteristics.

(5) The lack of availability of long-term, fixedtealoans for commercial and industrial projects.
Lending institutions tend to provide shorter teoarls with "look-in" provisions to enable
them to change the interest rate if economic cmmditchange, creating uncertainty for
borrowers. The regional RLF will provide fixed edinancing at favorable interest rates.
Terms will generally be linked to the life of thesats being financed to the extent possible,
but may be subject to other financing requirements.

(6) The requirements of area lending institutiasrsbiorrowers to provide high down payments on
loans. Minimum equity requirements may be as hg80% on guaranteed loans for start-
up businesses and 25% for well established firnith, mgher requirements for loans which
are not guaranteed. The regional RLF will seekaduce these requirements by its
participation when this is the sole barrier tolgreding institution making a loan.

(7) The tendency of lending institutions to requegy high amounts of collateral on projects in
which they participate, leaving little security whican be attached in the future when
additional financing is required. Subordinatecfining provided by the regional RLF can
reduce the exposure on a bank loan, thereby reglaoitateral requirements.

Limitationsreating primarily to borrowers:
(8) The simple lack of seed capital, either debtequity, for new business ventures. These

projects are often difficult to show they are feési The regional RLF is an ideal source for
smaller amounts of capital which is often unavaddtom any other source.



(9) The tendency for cash flow problems to arisdiims which provide unsecured credit to
farmers or other agri-businesses. Other businesees key source of short term funds for
many enterprises, and such credit may become dabladuring difficult times.

(10) Frequent requests from potential borrowerddans which represent too high a percentage of
the total cost of a given project, causing the ilegdnstitution to turn away the borrower
because of too little equity. The regional RLF niay able to reduce high equity
requirements through its participation as a subatdig lender.

(11) The lack of adequate collateral to suppoegested loan. Banks sometimes look at the "belly
up" value of a business when determining the fdagibf a loan request, which makes
some projects difficult to finance through striatignventional sources. The regional RLF
will look primarily at a firm's ability to repay éhdebt when evaluating loans.

(12) A poor credit history on the part of the baves. Depending on the nature of the history,
credit problems in and of themselves will not awtioally cause rejection of an application
to the regional RLF.

(13) Poor business planning due to a lack of egpee or education in developing plans, especially
marketing plans and financial analysis. Educatiopaortunities will be provided through
the University of Wisconsin Extension's Area Busgiand Management Education Agent
for southwestern Wisconsin. Opportunities to legtvout how to prepare business plan, as
well as on how to read one will be provided forshnterested.

(14) A lack of profitability or poor cash flow orhé part of the business. This is a difficult
limitation to overcome, and depending on the seneas of the problem, no amount of debt
financing may overcome it. Lower cost financingmbined with lenient terms (such as
deferrals), may be able to effectively assist imsaituations. Here, the inherent nature of
the business in question and management's abildies/ercome problems will be key
factors in screening projects.

REVOLVING LOAN FUND GOALSAND OBJECTIVES:

GOAL: Initial Primary Goal: To provide assistance to individual businessbéistanents
that have been adversely impacted by direct flapadina loss of income due to
flooding. Examples of businesses that have bedirently impacted by flooding
are agriculturally dependant firms that has lof#ssdue to a loss of business with
the farming community, or tourism related businsgbat lost sales as a result of
the perception by the traveling public that theithess was closed due to flooding.

Future Secondary Goalo provide assistance to selected types of estabénts in
the region that are ascertained as having theegtteaterall economic impact on the
area, and thereby improving the economy of soutteredNisconsin by bringing
new income into the region, leveraging private t@drom financial institutions
and the business community, and creating new emmaony opportunities,
especially for the long-term unemployed and undeteyed.




PRIMARY OBJECTIVES:

(1) To leverage private debt financing by reducimgrisk for lending institutions through
RLF participation in selected projects requiringlsassistance, and to leverage equity
from private firms and individuals who might nothetwise be able to finance
activities without regional RLF participation.

(2) To provide gap financing with attractive terms an inducement to private sector
lender participation, and to alleviate cash flowlppems among retail, wholesale and
service businesses which have provided unsecuedd tw flood-impacted farmers.

(3) To reduce the high collateral requirementslenmiding institutions on higher-than-
average risk projects through RLF participationewisuch participation eliminates or
substantially reduces the risks otherwise perceived

(4) To provide long-term, fixed rate financing ladlow market rates of interest for the
types of businesses which are targeted for assestan

(5) To directly create new jobs and save exisjolgs in southwestern Wisconsin by
participating in projects which could not otherwisefunded without such assistance.

(6) To provide employment opportunities for pessomost in need of gainful
employment--the unemployed, the underemployed, aife& economically
disadvantaged--through linkages with employmentteaiding providers and agencies
serving the are.

(7) To increase the business management skilenwépreneurs through linkages with
business management assistance programs servirggibe.

SECONDARY OBJECTIVES (future):

(8) To meet the needs of area entrepreneurs hyciref the cost of starting new
businesses thus increasing their chances for sijaw otherwise providing financing
not available from other sources for the purposstarting new businesses.

(9) To reduce the area's reliance on imported gadl services by encouraging the
substitution of local capacity to produce thesealpots and services.

(10) To facilitate the local processing of raw emmls and intermediate manufactured
products which are currently exported to othersfeaprocessing.

(11) To support economic activities which will pide a high degree of value added by
manufacture.

(12) To expand the economic base of southwestastdfsin by the diversification of
export-related businesses.

(13) To facilitate the expansion of young busiesss their early growth stages when
additional capital is needed, but difficult to find

(14) To help area lending institutions improveirttability to underwrite non-traditional
commercial loans, and to help them create new bssinustomers for servicing now
and in the future.



ELIGIBLE LOAN ACTIVITY:

(1)

(@)

©)

(4)

Working capital loans for the start-up of neusimesses, or for the use of existing businesses in
need of such assistance. It is requested thabgldine initial round of lending, the 50%
limitation on the maximum use of working capitakihs be waived. Subsequently the
limitation on working capital loans would revertckahe 50% rule, but may be adjusted, with
EDA approval, depending on the quality of the RIdftiplio and the financing needs of the
area.

Fixed asset loans for the acquisition, andigorovement of land, buildings, machinery and
equipment, including new construction or renovatibrexisting facilities, demolition and site
preparation.

An eligible debt finance mechanism will be tiee of loan guarantees with any funds available
from sources other than EDA (including any requilechl match). Loan guarantees may,
however, be made with second generation (recyfled}s as a means to reduce the risk of a
private lender, thereby leveraging financing thatlender would otherwise not have provided.
Prior to using loan guarantees, a re-use planbeiBubmitted to EDA for its written approval,
which details the maximum guarantee percentagevalile, maximum percentage of the RLF
portfolio to be used for such purposes, reserveirements, detailed terms to be incorporated
in agreements, responsibilities of the variousiggmend interest income, if any, to accrue to the

RLF.

For the initial round of lending (obligation afl available funds from the grant and the local
match, or until it is determined that there is pager a need for targeting flood impacted
businesses, whichever is later), an eligible fisam@chanism will be the restructuring of debt
with the use of RLF funds. The purpose of suclviggtwill be solely for the purpose of
saving existing jobs. Requests for this type dfistance will be entertained only at the
initiation of private lenders, and must be fullyostantiated by both lenders and borrowers that
there is a need, and that such assistance willlerthb business enterprise continue. If
refinancing is requested, a stringent and detdilehcial analysis will be required which
covers a period of up to five prior years and astiéwo years in the future, as well as recent
monthly statements and other current informati®uch requests will require more careful
scrutiny as to the risk for the RLF fund. (Seel@pw under "Ineligible Loan Activity").

INELIGIBLE LOANACTIVITY:

(1)

()

@)

Speculative activities, such as land bankingcamstruction of "spec” buildings by private
parties will not be eligible.

Loan activities which result in economic betsefocated outside the eligible area (loan service
area) are not eligible for assistance. RLF asgistanust be withdrawn if for any reason the

activity financed is moved from the eligible areAny outstanding debt in these cases will

become due immediately.

Loans which would assist in the relocation @y from one labor market area to another
(reasonable commuting distance of 25 miles) willsbeetly prohibited. Loans which would
assist a borrower in the relocation of jobs frone @emmunity to another within the labor
market area will also not generally be allowed.efBhmay be occasions, however, when there
are overriding economic reasons for such a movehwdie in the best interests of the region.
Provisions will be made for written objections frotine governing body of an affected
community, which when taken into consideration,ldqarevent such assistance from being
provided.



(4) RLF capital cannot be used to enable a borréavacquire an interest in a business, urtless
need for RLF financing is sufficiently justified ddocumented in the loan write-up (such as to
save a business from imminent foreclosure, or quiae it to expand employment).

(5) Also, RLF funds cannot be used to provide theimrum equity contribution required of any
federal loan program.

(6) Loans for the purpose of investing in high iest accounts or other investments not related to
job creation or retention will be prohibited.

(7) RLF capital cannot subsidize interest paymentsxisting loans.

(8) After the initial round of lending (full oblig@n of original grant and local match, or untiins
determined that there is no longer a substantiedi er targeting flood impacted businesses,
whichever is later), RLF capital will not be usedrefinance loans made by other lenders,
unlessthere is sound justification and documentatiort tha RLF is_notreplacing private
capital solely for the purpose of reducing the gKoss to an existing lender(s), or for the
purpose of lowering the cost of financing to a baer. (See number (4) above under
"Eligible Loan Activity").

(9) Loans which would create a conflict of interést any officer or employee of the grantee
(SWWRPC), or any current or former member of trengge's Loan Administration Board or
staff who reviews, approves, or otherwise partigipan decisions on RLF loans will be
prohibited. Loan activities which directly bendfiese individuals or people related to them by
blood, marriage, or law are not allowed.

THE RLF PORTFOLIO: STANDARDSAND POLICIES:

Size of Revolving L oan Fund: The fund is intended to be $405,400. Of the t&230,000 will

be provided from EDA funds. The remainder of $©08,4vill come from lending institutions. A
partial waiver of the typically required local skaof 25 percent of the total fund has been
requested. The $75,400 represents approximatedyptBcent of the total fund.

Number of Loans and Average Loan Size: The initial round of loans is expected to
accommodate between 10 and 14 projects, with tleeage size loan to be about $30,000 to
$40,000. There is no absolute minimum or maximoanlamount, as the greatest degree of
flexibility possible is needed to ensure that tmegpam is not "number driven” more than is
necessary to achieve the desired results. Otlogrgmn requirements will effectively limit the
amounts and percentages that will be borrowed &@mngle business.

Maximum/Minimum Interest Rates:. The minimum interest rate shall be four pointwethe
prime rate as quoted by money centers in the WiadkSJournal, except that it may not be less than
4.0 percent. The maximum rate will not exceed %0).@ven if the prime rate should exceed
14.0%. Interest rates will float with the primeeréo keep in tune with other capital markets, tand
meet EDA standards. The policy will tend to mestesal objectives, including the need to meet
certain standards contained in this section, whidéntaining the maximum flexibility possible in
operating the program.

Interest rates to be in effect are shown on a age phart at the end of Part I. The chart showss th
interest rate for any given project. The interas policy is intended to assist in conserving RLF
capital by invoking a somewhat higher interest tht the minimum allowed when a borrower
requests relatively high amounts of RLF funds apeecentage of the project. Higher than



minimum interest rates will occur only when RLFuegts exceed 35% of the proposed project at a
prime rate of 8.0 or above, and when the RLF rdggesbove 35-50% of the project when the
prime rate is below 8.0.

Most borrowers, due to the fund's overall requinetsi®n private leveraging, will receive RLF

interest rates that are at the minimum allowed.lo&@ins which carry an interest rate higher than th
minimum will still achieve bank/RLF "blended rates" which are closéhé prime rate, except

when the prime rate is very low, in which case"tilended rate" will be between prime and prime
plus two points.

Loan Terms. Any loan term which truly meets the needs of Ieerower, and which returns
capital to the RLF for re-lending at the earliessgble time may be provided. Loan terms may be
subject to other financing in the project, and &g/ fbe recommended by private lenders. Terms
will generally not exceed twenty (20) years foll estate, however a shorter term is more desirable.
Terms for machinery and equipment will be tiedhe expected life of the assets being financed.
Working capital loans may have terms of up to s¢vewyears.

Flexibility in Establishing Initial Terms and Conditions; L oan Restructuring: Flexibility as

to the terms and conditions of the repayment ofdoaill be provided for. Examples of such

include: delaying the first payment for up to 9ysl granting a deferral on the repayment of
principal for a period of up to six months, theisgtof quarterly instead of monthly payments, and
other actions which may meet the needs of the ivamo These considerations will be given when
necessary and shall not constitute normal poli§pecial consideration will be given to action

taken by the primary lender, or the lender's recendations as to terms of the RLF loan.

When there is a demonstrated need, the Loan Admaitie Board may temporarily modify the
terms of the loan agreement in order to ensureyne@at, subject to compatibility with other RLF
guidelines.

L everage Ratio: At least $2.00 of private funds for every $1.0QRaF funds will be maintained
by the RLF portfolio_as a whalelt is desired that this minimum standard be eged, as the RLF
will strive to fund only that portion of the idefitid financial need which represents the minimum
amount required, or the "gap" in the financing @aek It is necessary, during the initial stages of
the project, to maintain the maximum flexibilitygsible with respect to this issue, given the goals
of the program. This policy will be reviewed aase¢ annually, and will be adjusted to invoke a
higher leverage of private dollars if such a changleenhance the program in the revolving stage.
Also, if the 2:1 ratio proves to be too restrictfee the fund, approval may be requested of EDA to
allow a change in this standard.

Prohibition Against Substituting RLF Capital for Available Private Financing: There is a
prohibition against replacing private financing atiis available for a project with RLF funds.
This capital substitution will be avoided by (1)r@munication with local lenders so that the best
solutions can be determined, and (2) requirementddcumenting within the application why the
RLF funds are needed for the project. Such writenumentation will be requested of both
borrowers and patrticipating lenders. The fund bdlallowed to participate at levels higher than
one-third of the project cost onlyhen there is a demonstrated need for such assssita order to
make a viable proposed project to go forward, am@n the fund's rule on leveraging private
dollars is not broken.

Cost per Job Ratio: The fund will have an overall goal of one jobatesl or saved for every
$20,000 of RLF funds. The Loan Administration Bbavill annually review this policy and may
adjust this amount downward (i.e., require a greatember of jobs created or saved than this
policy requires). The job/cost ratio will not beegter than $20,000 per job calculated on a fulktim
equivalency (FTE), and applies to the RLF portfalsoa whole.




Equity Requirements: The minimum equity requirement to satisfy the RiLiF normally be 10
percent of the total cost of the project, and wypically be cash. Participating lenders will
normally require greater amounts of equity on ptsjehat they finance. The RLF may seek to
reduce these normal requirements through its gaation with the lending institution when this is
a barrier to proceeding with an otherwise viablejgut. The RLF may also require equity
participation that is more than or less than 1@qm to be determined by the L.A.B.'s "comfort
level" on the project. Required borrower contridws to a project that are in a form other than
cash will be considered, especially for workingitadpoans.

Collateral Requirements: The RLF will seek adequate security for all loa@enerally, collateral
must be more than sufficient to cover the loan amo#or fixed asset loans, the weighted average
of the useful life of the assets being financedikhequal the term of the loan. The RLF will take
subordinate position to existing liens of record avhen necessary, the loans of private lenders
who are participating in financing the project. eTRLF will normally obtain collateral on the assets
being financed, as well as other assets of the aoysuch as liens on inventories and receivables,
and security in the form of assignments of patantslicenses, personal guarantees, etc.

Business Plan Requirement: All businesses which seek loans from the RLF rhast a current
business plan in place which addresses issues \ahéchertinent to the project to be undertaken.
The plans do not have to be complex, but shouldegddsuch basic issues as the nature of the
business and a brief history, goals that have lseénits customer base, competition, marketing
plan, evaluation of past performance, forecasts, et

Benefit to Long-Term Unemployed and Job Training Partnership Act Eligible Persons. To

the extent possible, the jobs which will be createdl be directed toward the long-term
unemployed, and JTPA eligible persons. Based enetigible population as a percent of UC
covered employment in the Service Delivery Areasithe goal that 25 percent of the jobs be
created for persons that are JTPA eligible basetharme. The goal will be accomplished by
establishing a working relationship with area Jant€rs operated by Wisconsin Job Service, the
S.W. Wisconsin Private Industry Council, and TechhColleges, and refer borrowers to the Job
Centers for any assistance needed. Data to stiattaihe extent to which JTPA eligible persons
benefit will be sought from the Job Centers aseiwises they are providing to loan recipients.
Employers will be contacted for job impact informatas part of a semi-annual written monitoring
report.

Time Framefor Closing of L oans During Initial Round of L ending: All of the funds provided
from the initial capitalization shall be obligatedthin two years of the grant award. The L.A.B.
may, however, set goals which exceed these progrgurements for a faster disbursement if that
is possible.

Capital Utilization Standard: During the revolving phase, it is necessary tmaga repayment
and lending schedules to maximize the amount afatdpaned out or committed at all times. An
amount equal to at least 75 percent of the RLFp#atashould be in use. (RLF income earned
during the current period is not considered as Bagital.) EDA may make exceptions when there
are RLF plans that call for loans that are lardgtike to the capital base. This "excess fundi&' ru
will require careful monitoring and reporting to ED




INTEREST RATE CHART HERE
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PART Il
OPERATIONAL PROCEDURES

RLF Management: The Southwestern Wisconsin Regional Planning Cission will assign a
staff member which will be responsible for workingth the Loan Administration Board. The
Economic Development Planner on the staff has wvedeicertification from the National
Development Council (NDC) as a Certified EconomievBlopment Finance Professional
(CEDFP). As needed, staff will seek to attend 4oestification courses that are advantageous to
the program.

The Commission will undertake activities to market Revolving Loan Fund and educate the
public as to its purposes. It will also issue repto the public on its use and the benefits eelriv
The staffing shall be provided by the Regional Rilagp Commission. Progress and financial
reports will be submitted to the Economic Developmadministration as so directed by the
agency, meeting all monitoring requirements idedifin Section XI of the Title IX Revolving
Loan Fund Administrative Manuahd the Standard Terms and Conditjatsted March 15, 1993.

Administrative Expenses. Administrative expenses include such things asl léggs, credit
analysis, fees to financial institutions for seeaaendered, insurance, loan closing costs, derica
and professional support for program implementatioanitoring and reporting including salaries
and fringe benefits, RLF-related training, travepenses, portfolio management, and general
administration including materials and suppliesit,raudits, etc. based on a prorated usage. The
Commission separates its administrative costsdirext and indirect costs. Direct costs can be
identified directly with the RLF program. Indirembsts are incurred jointly with all other programs
and accounts of the Commission and are not readsignable. All costs charged against RLF
income will be supported by formal accounting resoland source documentation, and are
supported by a cost allocation plan approved byitise Department of Commerce.

Administrative expenses will be provided from Rld€ome, and will be used for such purposes
during the 12 month period in which it is earneghy income not used for administration will be
returned to the RLF capital base for re-lendirighak been necessary to request of EDA that up to
100 percent of program income in the form of irdeearned be made available for administrative
expenses during the first two yeanshen such revenue is low. Thereafter, up to&@gnt of the
interest income will be used for such expensed) #ie remainder returned to the fund for re-
lending.

It is the desire that administrative processing feet be invoked upon borrowers, other than direct
costs passed on that have been charged the Commissiservices rendered. The Commission
reserves the right to charge a small processingMaeh covers part of the costs incurred in
processing applications and in monitoring actigitiddanks will be requested to provide assistance
in packaging loan applications when they can sasésdor the RLF.

Loan Administration Board: There will be at least seven persons on the lAgministration
Board. One person representing each of the fatigwinterests will be sought: lending,
accounting, legal, employment and training, ecowomevelopment, general purpose local
government, and the regional planning commissitime accounting or legal representation may be
filled by the lending profession. One member @& Board will be one of the fifteen members of
the Regional Planning Commission. Broad geogragpcesentation of the region will be sought,
with each of the five counties having at least ceresentative on the Board. There will be no
more than ten persons on the L.A.B. A quorum wglhstitute the following: A seven or eight
member Board shall require a quorum of five, anuiree or ten member Board shall require a
quorum of six. In either case, four affirmativeta® will be required to approve an application,
except that at least 51% of members present mpsbegpan application.
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The L.A.B. will be appointed by the Chairman of t8&/RPC, with concurrence of the fifteen
members. A selection process will be used thablesainterested persons to come forward.
Recommendations will also be sought from the seatdnich are to be represented. An application
form requesting a statement of qualifications, &l &s the reasons for being interested in the
appointment will be provided. Appointments will beade for one year with a possible
reappointment for an additional year. It is dekileat appointments be made in such a way that
there is not a 100 percent turnover in a given.ydars also desired, however, that a variety of
persons be given an opportunity to serve on theB..Athey are interested and qualified in doing
so. All appointments will be voluntary and unpaiBeimbursement for travel expenses rbay
made as provided for in the Bylaws of the SWRPC taedCommission's policies, but subject to
the express approval of the Commission.

Coordination with Other Activities and the Mobilization of other Resources: There are a
number of financing programs which the RLF can doate its activities with. These include: the
Small Business Administration (SBA), Wisconsin Biesis Development (SBA "504" Certified
Development Company), Wisconsin Housing and Ecoaddavelopment Authority (WHEDA),
and the Wisconsin Department of Development's Conityjwnevelopment Block Grant Program,
and other local RLF's.

The Job Training Partnership Act (JTPA) administeby the Southwestern Wisconsin Private
Industry Council, Inc., can assist with job tramiscreening, recruitment and placement activities
in cooperation with Job Service, and area Techni@alleges who are participants in the

Southwestern Wisconsin Job Center (one-stop shgppivhich directs assistance to dislocated
workers and the economically disadvantaged.

The Area Business Management Education Agent of ERfénsion, County Resource
Development Agents, and the Small Business Devedop@enters of the University of Wisconsin
Extension will provide business counseling and wbdps for small businesses. Southwest
Technical College and Blackhawk Technical Collega @rovide Self-Employment Training
classes, etc. and the University of Wisconsin-&Ndté and the UW Center-Richland may provide
educational roles.

Various programs administered by the Wisconsin Bepnt of Development and other agencies
will be recommended when appropriate in the coofsevents. Special attention will be paid to
such potential funding sources as the SBA "504'tifizer Development Company (Wisconsin

Business Development), other SBA programs, and Wisconsin Housing and Economic

Development Authority (WHEDA), which may provid@dincing or guarantees in conjunction with
local private lenders.

OTHER REQUIREMENTS:

Refer to the APPENDIX for copies of the applicationm and other relevant forms required to
process an RLF loan.

Loan Servicing: Loan servicing includes the collection of loapagments, the maintenance of
accurate accounting records of loan transactiodgtadisposition of delinquent accounts. These
functions will be handled by the primary lendingtitution participating in the loan transactioreas
single loan package for the borrower. The banktrahsmit collected RLF loan repayments to the
RLF. If the participating banks require compersatior these activities, a service fee may be
provided to cover such costs.

If the borrower should become delinquent in making/her payments, the RLF Loan
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Administration Board may upon demonstrated neexdiueture or modify the terms of the loan in
order to insure repayment. In the event of a beerts default on an RLF loan agreement, the
Board may determine it necessary or desirableki® aations to protect or further the interests of
the RLF, including taking actions to sell, colldjuidate or otherwise recover on the loan.

Responsibility for monitoring special provisionstbé RLF relating to program objectives such as
job creation, civil rights, environment, etc., wile conducted by the Southwestern Wisconsin
Regional Planning Commission (SWRPC) staff. Tiusvay will be carried out semiannually
through a written reporting process with the boenwMonitoring reports will be provided to the
RLF Loan Administration Board to review. Borrowease required to provide access to
information to ascertain compliance and permit @ sompliance reviews. In addition, other
overall program monitoring and reporting tasks emted with the RLF program will be performed
by the SWRPC staff.

Failure of a borrower to comply with the terms aodditions of an RLF agreement can be grounds
for recalling the loan, and if necessary, to selllect, liquidate or otherwise recover on the loan

Sour ces of Funding to Cover Administrative Costs: RLF program administrative expenses will
be financed using: up to 100% of the interestivecefrom RLF loan repayments for the first two
yearsand on any unobligated loan funds on hand; inte@sings from the account holding the
initial unobligated local matching funds; and oiflynecessary, service fees and SWRPC funds.
After the first two years of operation, the Comnaaswill limit to 50 percent the amount of
program income from interest earnings that willbed for administrative expenses.

Recapitalization Strateqy: The RLF may be recapitalized through severalcgsyrincluding the
following: 1) repayment of principal on loans, r2payment of interest on loans and interest on
unobligated loan funds not used to pay for adnmetise costs; and 3) contributions received from
local units of government (including contributioftem local revolving loan funds capitalized
through the Community Development Block Grant Paogrif approved by the Wisconsin
Department of Development), lending institutionsblgc utilities, foundations, local development
organizations, businesses and individuals, andr aghents or loans if there is compatibility
concerning policies and guidelines.

Other Requirements: The following requirements will also be implemehtas part of the RLF
program:

- Civil Rights: It will be an RLF program policy to assure that person shall be excluded
from participation in, be denied the benefits ofber subjected to discrimination under any
program or activity receiving financial assistarrethe basis of race, color, national origin,
religion, age, handicap or sex. The RLF Loan Adstiation Board will ensure that RLF
loans are made available on a non-discriminatorgisband that borrowers will not
discriminate against employees or applicants foplepment. Borrowers will be required to
sign non-discrimination assurances (Form ED-5038) muovide information on employment
and employment practices (Form ED-612). If the RbBn Administration Board finds that a
borrower is in violation of this policy, the RLFdD is subject to recall.

An outreach program designed to assure fair adoessl potential applicants to information
concerning the RLF program will be implementedwilt include publicity through all regular
media, and information directed to commercial lagdinstitutions, communities, local
development organizations and other relevant chsnne

- Environment: It is a policy of the RLF program to assure tpabper environmental



assessment of loan fund projects takes placeathvarse environmental impacts are mitigated
or avoided to the extent possible, and that ther@ proper balance between environmental
enhancement and the goals of economic developmispdin applicants will be required to
provide environmental impact information on progbpeojects during the application process.
As a general rule, RLF loans will not be approf@dprojects which will adversely impact
without mitigation the following: floodplains, wahds, significant historical or archeological
properties, drinking water resources or non-renévaditural resources.

The RLF Loan Administration Board will not approyeojects which would result in
construction other than underground utilities e tt00-year floodplain as defined by the
Federal Emergency Management Agency unless alcitgpamoved from such floodplain is
to be restored by excavation or other appropriadans. Also, no project will be approved
which would result in alteration of any wetland iorany adverse impact on any wetland,
without prior consultation with, and consent ok tH.S. Department of the Interior Fish and
Wildlife Service.

SWRPC staff will assist applicants in providinge tmecessary environmental review

information and analyze impacts from proposed pteje The State Historic Preservation

Office (SHPO) will be notified as a part of the gomwmental review process and asked to
submit comments on the impact on historic or ariduggcal properties when the activity to be

financed involves construction activities. Wheexessary, assistance from the Wisconsin
Department of Natural Resources will be requestadcbmplex environmental analyses.

Borrowers will be required to comply with all apgable local, state and federal environmental
laws. Failure to do so can serve as a basis ¢ail ref an RLF loan.

Relocation: All RLF eligible projects must be located witHime five-county target area of
Grant, Green, lowa, Lafayette and Richland countiethe borrower moves the business from
the area, the loan will be recalled (immediatelg @mnd owing). Businesses relocating jobs
from another labor market area (more than twenty-files) are not eligible for RLF loans.
Loan applicants will be required to sign an Empitsy€ertification of Non-relocation form to
assure that the RLF does not assist an employapwing jobs from one labor market area to
another.

Flood Hazard Insurance: When the environmental review record shows thbbraower's
project is located in a flood plain, flood hazargurance will be required. This will be
accomplished through a stipulation in the RLF lagreement.

Access for the Handicapped: If an RLF loan is used to help finance a buildomgpstruction
project to which the public will have access, thartwer will be required to ensure
accessibility to the handicapped. The borrowel aldo have to comply with any ADA
requirements pertaining to access of disabled grapk

Davis-Bacon: Construction financed in whole or in part by Rloan funds must meet the
requirements of the Davis-Bacon Act, as amended)(80C. 276a - 276a-5).

Provison for Changes. The RLF Loan Administration Board may amend tlevdtving Loan

Fund Administrative Plan to accommodate changingditions and future needs, subject to the
Economic Development Administration's (EDA) appilova

RLF LOAN PROCESS:
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The steps below provide a description of the fumstj responsible parties and schedule for the
RLF loan review and approval process

Publicity, advertising and explanation of RL F program

By staff & lending institutions

Preapplication conference - initial discussion of loan request proposal, compare RLF
standards/palicies with _proposal (i.e., job cost ratio, leveraging, interest ratesn-
relocation, environmental, etc.)

By staff, lending institution, borrower

Prepare & submit application, including business plan

By borrower. T/A may be provided by staff, fntgal institution

Review of application to ensur e completeness

By staff and lending institution

Review application & formulate comments

Lending institution performs credit analysis luting spread sheets with comparative
ratios, comments on balance sheet & operatingnsete comments on proforma &
earnings, debt service capacity, comments on adgqufacollateral, management and
Dunn & Bradstreet or other credit report

Staff reviews for completeness, consistency VRILF requirements, program impact,
environmental review, non-relocation, civil rigl&scredit analysis review, may do own
financial spreadsheet analysis

RLF Loan Administration Board reviews above mats from lending institution & staff
and makes a decision which:

a) approves application,

b) rejects the proposal, or

C) requests additional information. Another nmegto review the application is set.

L oan closing (standard terms & conditions, security agreem&rdsbursement)

By lending institution, staff & borrower

Monitor implementation of the project

By staff and lending institution



LOAN APPLICATION
SOUTHWESTERN WISCONSIN REGIONAL PLANNING COMMISSION
REVOLVING LOAN FUND

Part | - |dentification of Applicant

Name of Person Making Application:

Home Mailing Address:

Telephone: (home)

Check one: Corporation Partnership Sole Proprietorship
Name:

Mailing Address:

Telephone: (work)

Names, Addresses and Positions of All Company OsYRartners/Corporate Officers:

a bk wnhPRE

Part |1 - Project Description

Describe the Proposed Project: (Attach additipagles, drawings, maps, as necessary.)

A business plan must be submitted with the apiina



Part 111 - Financing

Proposed Financing Structure of the Project:

A.

Projected Total Cost of the Project:
(Include property purchase, costs of buildingesnodeling, costs
of equipment, starting inventory and any othestg9

Cash to be Contributed by the Owner, the Compary Investors:

Name(s) of Source(s):

Funds to be Borrowed From Commercial Lendech st Banks:
Name of Lender:

Describe Completely and Specifically all Secutitype Given to
the Lender for Their Loan:

Funds From Any Other Financing Sources:
Source:
Security:

Requested Amount of RLF Funds:

$

Proposed Security to the RLF (Be Specific akédNature and Location of the Collateral and

the Priority Which the RLF Will Have in Each Iterh©ollateral):

Repayment Provisions. RLF Staff will provide assistance in filling otitis section:

moowp

Do you understand the RLF interest rate poticy? The rate will be:

Payment Amount(s):

/annum.

Due Dates of Payments:

Date of Final Payment or Balloon Payment:

Any Other Provisions Regarding Repayment:




Part IV - Employment Factors. Job Retention/Creation Related to the Proposeg&tr
A. Existing Jobs Retained: # of New Jobs to be Created:

B. Describe Each Job in Terms of the General atfithe Job, the Projected Wage/Salary, Full-
Time or Part-Time, Number of Hours per Week, angeiyer Paid Benefits:
Examples:
Production Worker - $9.00 per hr. - full timeQ Ars/week - 1 week paid vacation
4 Counter persons - $7.25 per hr. - part time0@r2/week - no benefits
Jobs to be Retained (Attach additional sheets as needed)

Job Title Wage/Salary Full/P{.  Hours/Wk. Benefits

Schedule for the Job Creation (Attach additional sheets as needed)

Job Title Wage/Salary Full/P{.  Hours/WKk. Benefits




Identify How Many and Which Jobs Will be Filled the Borrower, Borrower's Spouse or Other
Family Members:

AGREEMENTS, COVENANTSAND CERTIFICATIONS OF APPLICANT

Applicant shall not discriminate against angspe on the basis of sex, race, creed, color, class
national origin or ancestry in any employment anstauction contract or activity related to the ofe
funds received from the Southwestern Wisconsin &ediPlanning Commission (SWRPC)
Revolving Loan Fund.

Applicant shall use the proceeds of any SWREB@Ring Loan Fund monies to pay the cost of goods
and services related to and necessary to compieteroject described in the application for whilcé t
revolving loan funds were awarded. Any use of doaln proceeds for any purpose other than the
completion of such project shall constitute a défaund the entire loan may, at the option of the
SWRPC, be declared immediately due and payable.

Applicant shall permit inspection by personthatized by the SWRPC Revolving Loan Fund Loan
Administration Board (L.A.B.) of all projects andgperties purchased and/or improved with SWRPC
Revolving Loan Fund monies. Included in this rightnspection are related project materials,
including by way of illustration contracts, billiagreceipts, materials, equipment, payroll recarus
conditions of employment. Any such request fopewion shall be in writing. Access should be
granted within three working days and during regblasiness hours.

Applicant shall keep such records concerniegotfoject as may be requested by the SWRPC
Revolving Loan Fund L.A.B., and such records shalkept and maintained for at least three (3) years
after the project for which loan funds were awartiad been completed and until the loan funds are
fully repaid.

Applicant shall maintain fire and extended nagice coverage on the project property, includihg a
real estate and personal property purchased ooiwagdrin whole or in part with SWRPC Revolving
Loan Fund monies, until the full loan amount hasrbeepaid.

Any property interest given as security for tapayment of all SWRPC Revolving Loan Fund monies
as agreed, or made as a condition of the granfitit;edoan shall be provided and maintained
unimpaired until the entire loan amount has beed Ipack. All documents necessary to establish and
protect such security interest(s) shall be execatetidelivered to the Revolving Loan Fund prior to
release of any loan funds.

Every loan of SWRPC Revolving Loan Fund shalkbbject to any applicable provisions of the
Federal Truth in Lending Act and the Wisconsin Gonsr Act.

Certain information such as personal finansialements may be required to evaluate a loan
application. Omission of an item from any finahaatement shall be grounds for denial of an
application or for non-consideration thereof. Mitlemisrepresentation of any fact in such finahcia
statements shall be grounds for the SWRPC to detiiaroutstanding balance of the loan immediately
due and payable in full.



9.

10.

11.

12.

13.

14.

15.

16.

Applicant hereby authorizes disclosure of arigrmation submitted in support of this applicatton
any financial institution which has agreed or whigls been requested by applicant to participate in
the project as a co-financier. Applicant furtherégby authorizes disclosure by any financial
institution or other person or entity of any infation disclosed on any balance sheet or income and
expense statement submitted in support of thisegifn to the Revolving Loan Fund L.A.B. or its
authorized agents for purposes of verificatiorhef accuracy of such information.

Failure by an applicant to comply with the teramd conditions of the loan agreement may be
reviewed on a case-by-case basis by the SWRPC Wwegdloan Fund L.A.B.. Such failure, if
substantiated, may result in the imposition of onenore penalties. The imposition of any such
penalty or sanction may be appealed by the appltocathe SWRPC. Sanctions and penalties may
include but are not limited to: an increase inrdae of interest, acceleration of the due datéef t
scheduled repayment, foreclosure on assets arahaain guarantees.

Applicant agrees to abide by all applicabledand codes of the United States, the State ofdissa
and the County and municipality in which the fundetivities are located in carrying out the project
for which the loan funds are awarded.

As consideration for any management and/omieahassistance that might be provided, applicant
waives all claims against the Southwestern WiseoR&gional Planning Commission, the SWRPC
Revolving Loan Fund L.A.B. and its consultants gemts, whether such claim is based upon
negligence, contract or strict liability.

Applicant certifies that it has not paid, shedt pay and need not pay any sum of money nosfiean
anything of value to anyone connected with the Beastern Wisconsin Regional Planning
Commission, Revolving Loan Fund L.A.B. for any heisecuring the applied-for financial
assistance.

Applicant agreesto pay for or to reimbursethe SWRPC Revolving Loan Fund for any services,
including attorneysfeesfor the preparation of closing documents, that are performed by per sons
who are not an employee of the SWRPC or the SWRPC Revolving Loan Fund. The applicant also
agrees to pay any administrative processing feangfis in effect) at the time of the submittattoeé
application or the disbursement of loan funds, ag bre required. Such fees, if any, may be added to
the loan amount and amortized over the life ofitlae, but deducted from the loan proceeds at the
time of loan closing to cover a portion of admirasive costs.NOTE: A processing feeisnot in

effect for initial flood-recovery projects.

All information contained in this applicationdaall exhibits hereto and other documents subdhitte
support of this application are true to the besngfour knowledge. It is understood and agreed tha
in the event a material error is discovered in sugh information, the applicant shall transmit
corrected information to the SWRPC Revolving LoamdrL.A.B. as soon as possible.

The foregoing agreements, terms and condisba#l bind the applicant, its heirs, successosgas,
personal representatives, and any other persorsutteeds to the applicant's interest.

| UNDERSTAND THAT THE SOUTHWESTERN WISCONSIN REGNAL PLANNING COMMISSION L.A.B. MAY
APPROVE A LOAN, BUT MAY MAKE ITS APPROVAL SUBJECT ©® TERMS DIFFERENT THAN THOSE PROPOSED IN
THIS APPLICATION. SUCH A DIFFERENCE MAY BE IN THRMOUNT LOANED, THE INTEREST RATE, DUE DATES
OF PAYMENTS, CHANGES IN THE PAYMENT SCHEDULE PERTHING TO DEFERRALS, IF ANY, OR THE



SECURITY FOR THE LOAN. | MAY THEN ACCEPT OR REJECIHE TERMS OF THE LOAN OFFERED. IF | CHOOSE
TO ACCEPT THE TERMS OF THE LOAN OFFERED, AND THOSERMS ARE DIFFERENT FROM THOSE PROPOSED
BY ME IN THIS APPLICATION, THE TERMS OF THE SWRPCHVOLVING LOAN FUND LOAN APPROVAL SHALL BE

CONTROLLING.

Typed/Printed Name of Owner/CEO Name of Business

Title

List of Exhibits for Attachment to RLF
Application (Some may not be applicable)

Application, including an employment
schedule

Statement of Assurances

A Business Plan

Maps and Plans

List of assets to be purchased

Feasibility Study

Management Qualifications

Financial Statements, historical and current

Forecast of Sales, with assumptions

Cash Flow Statement

Prior Years Tax Returns

Aging of Accounts Receivable and Payable

Schedule of Notes and Mortgages Payable

Appraisal Reports

Offer to Purchase, Purchase Agreement, copy

Articles of Incorporation

Resolution Authorizing Corporation to Borrow

Civil Rights Assurance

Employer's Certificate of Non-Relocation

Other materials as may be requested

Signature of Owner/CEO

Date:

Materials to be provided in loan file:

Loan Write-up to include justification and
consistency with RLF policies
Environmental information
Documentation of Loan Board Decisions
Notification to borrowers

Miscellaneous correspondence

Notes on site visits, telephone calls
Copies of Insurance Certificates

Copies of security instruments, as required (signed

documents placed in fire-proof safe)

- RLF Agreement

- Chattel Security Agreement

- Business Note

- General Business Security Agreement

- Personal Guarantee

- Mortgage

a8heasal Consent Agreement
UCC Filings with Secretary of State and
Register of Deeds



