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REVOLVING LOAN FUND PROGRAM POLICY

INTRODUCTION

Thank you for your interest in Byron’s Revolving Loan Fund (RLF). The RLF is a public source of money
from which loans are made for business development projects. The RLF is a deferred payment loan
program that can be used to leverage additional private sources of funding. When interest and
principal payments are made to the RLF from outstanding loans, the money revolves and can be made
available to other borrowers. The City of Byron Economic Development Authority (EDA) maintains the
RLF to assist in retaining and expanding existing businesses, assist new start-up companies, assist with
companies relocating to Byron, and promote job creation and retention.

The RLF may not be used as the primary source of financing for a project (unless there are extenuating
circumstances reviewed and approved by the EDA Board). The RLF is typically used to fill a financing
gap in a business development project if a business owner lacks the funds to meet the equity
requirements of traditional bank financing. By combining public and private financing, the risk for the
primary lender is reduced, which yields an overall lower cost of money for the borrower.

ELIGIBILITY REQUIREMENTS
Businesses must be located, or be willing to relocate, within the corporate boundaries of the City of
Byron to be considered for a loan.

Eligible Uses of RLF

- Land and Building Acquisition

- Land Improvements

- New Building Construction

- Building Renovations

- Machinery, Furniture, Fixtures and Equipment
- Utility or Public Infrastructure

Ineligible Uses of RLF

- Taxes

- Debt Consolidation and Refinancing (Unless included as part of a financing package)
- Residential Real Estate Development

- Construction or Renovation of Residential Units

- Equipment Relocation

- Routine maintenance that does not extend the life of the structure

- Operating Expenses

TERMS AND CONDITIONS
1. Loan Amounts
- The minimum loan amount is $5,000
- The maximum loan amount is based on the project needs and the availability of funds in the
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RLF account, as determined by the City Finance Director at the time of application review
RLF loan shall not exceed 50% of the total project cost.
o Under certain circumstances reviewed by the Byron EDA Board, if the applicant is
ineligible for a bank loan, but is an eligible RLF project, they can apply for a RLF loan.

Interest Rate

- The loan interest rate is fixed at the time of loan approval and shall equal the prime rate
listed in the Wall Street Journal at the time of application submission minus one half (0.5)
percent.

Financing Terms

Financing terms shall not exceed ten (10) years

- The Byron EDA may provide:

o Deferments on principal repayments

o Interest-only payments — not to exceed 6 months

o Seasonally based payment plans

o Subordination of loans to meet the credit needs of borrowers.

- Byron EDA can provide written approval to restructure written loans only if it improves the
borrower’s repayment ability.

- Immediate repayment of the entire outstanding balance of the loan must be made if the
business relocates outside the corporate limits of the City of Byron.

- Aloan recipient may apply for an extension of the RLF Loan at a higher interest rate.
Extensions must include repayment of principal and interest and be reviewed by the RLF
Committee and approved by the City Council.

Collateral and Personal Guarantees

- Loans will be secured to the best extent possible, meaning the City will seek to obtain
collateral that reasonably protects the loan amount, based on the borrower's available
assets and consistent with financial industry standards.

- A minimum personal guarantee of the applicant, their spouse and any principals with more
than 20% interest in the company is required /Applicant must be willing to sign a personal
guaranty.

- A mortgage on real estate owned by the applicant will be required when available and/or
applicable.

o Subordinated mortgages are acceptable.

- Security requirements will be determined by city staff and will be consistent with financial
industry standards.

- Financing equipment — a UCC security filing may also be required.

o Machinery, furniture, equipment and/or fixtures will be valued at 50% of the
purchase price for collateral purposes.

- Life insurance, key man policy, and business interruption policies may be required.

Project Activities

- A project may commence after the Byron EDA has approved the loan. Any costs incurred
prior to loan approval are not eligible unless deemed otherwise by the EDA.

- No building construction may commence until the required City permits have been secured.

- All construction and renovations must comply with City Codes and policies.
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6. Conditions
- The applicant is required to submit a business plan with the application.
- The applicant is required to submit three-year financial projections with the application.
- The applicant will pay a $750 fee to cover legal, recording, and other miscellaneous fees
affiliated with and directly attributable to the processing and closing of the loan.

APPLICATION PROCEDURE

1

v Applicant meets with City Staff to v Applicant submits completed Staff reviews application
discuss project and obtain application application, all required
forms documentation and fee

Staff informs applicant of next EDA
Meeting

ep 2

P

v/ Staff presents recommendation to Staff preps documentation v/ Loan recipient commences with
Byron EDA Once reviewed, loan is closed, and monthly payments according to
v/ Staff informs applicant in writing of documentation is recorded repayment schedule
decision

Applicant should allow approximately 30 days once the completed application and all required
documentation is submitted. The City Administrator is available to assist with all stages of the
application process.

While reviewing the application, staff will evaluate the following criteria to determine eligibility and
alignment with the goals of the RLF:
- Alignment of the project with the goals of the Business Subsidy Policy
- Anticipated benefits of the project to the community
- Compliance with all applicable city codes, ordinances, and policies
— Availability and relevance of other governmental grant and/or loan programs
— Ratio of private investment to requested loan funds
- Financial feasibility, including availability of funds, private sector involvement, financial
packaging, and cost-effectiveness
-~ Project design quality and overall feasibility
-~ Applicant’s ability to repay the loan, including sufficient cash flow to support proposed debt
service
-~ Financial strength, as demonstrated through balance sheet and ratio analysis
- Commitment letter from a regulated financial institution outlining terms and conditions of
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participation, or letters of denial if applicable
-~ Demonstrated management experience and capacity
— Adequate collateral and appropriate lien position

The EDA Committee will review the loan request using financial industry standards, including but not
limited to the following:

— The applicant is creditworthy

— The applicant can demonstrate lender commitments

— The applicant is willing to sign a personal guaranty

— The applicant can pledge adequate collateral

— The applicant can inject sufficient equity

— The applicant may be required to provide proof of current payments to creditors, utilities, and

tax authorities (if necessary)
— The applicant is located in an area zoned for commercial or industrial use

LOAN SERVICING
Loan funds will not be disbursed in lump sums; disbursements will occur upon submission of
receipts/invoices to the City Administrator and City Finance Director.

Loan closing will be handled by city staff and the city attorney.

Monthly payments may be made by automatic ACH from the applicant’s bank account, per the terms
of the loan.

Any modifications of the loan terms and conditions must be requested in writing by the applicant and
approved by the EDA.

Loan funds will be distributed for each project based on the submittal of project invoices or reimbursed
to the borrower after proof of payment is provided.

LOAN MONITORING

The City Finance Director will prepare a monthly management report which describes loans as either
current, past due or in default and any actions taken to date. This information will be made available to
the City Administrator who will report this information in writing to the EDA on a quarterly basis.

Borrower company financial documents will be made available for inspection upon request during the
active term of the loan.

DELINQUENCY AND DEFAULT
Past Due Balances:
A loan payment is considered past due fifteen (15) days after the payment due date.

The loan will be considered in default thirty (30) days after failure to make a scheduled payment.

Process:
After fifteen (15) days - The borrower will receive written notification that their loan payment is past
due, that a late payment fee has been assessed and the amount due to
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return the loan to a current status.

After thirty (30) days—  The borrower will receive 2" notice of default including: late fees that have
been assessed, the amount due to return the loan to a current status and
notification that collection procedures will commence in thirty (30) days if no
action is taken to resolve this matter.

After sixty (60) days — The borrower will receive a final notice of default stating that all other
attempts to collect on this debt have been unsuccessful, therefore, if the
borrower does not contact the City within ten (10) business days to resolve
this matter collections procedures will commence.

Remedies in the event of default:

If a borrower knows that they will be late making a scheduled loan payment or have fallen behind on --
regular monthly payments they are encouraged to contact the City Finance Director to schedule a
payment plan.

Fees and Penalties:
Insufficient Funds Fee — $35.00 for insufficient funds in.

Collections:
Collections are the last source of repayment and will begin seventy (70) days after the payment due
date if no actions are taken by the borrower to resolve the default. The City will make every reasonable
effort to resolve this issue with the borrower prior to commencing with collections actions. If, after
seventy (70) days, the City is unable to negotiate an alternative with the borrower, collections will be
pursued in accordance with approved policy guidelines and applicable laws. All costs associated
with collection proceedings will be the responsibility of the borrower.
— The City Administrator will work with the proper legal authority to recover collateral from the
borrower that was used to secure the loan and arrange for its sale.
— Judgments are filed against the borrower for any remaining balance on the loan owed after the
sale of collateral.
— The borrower will be ineligible for future revolving loans with the City.
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