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Objectives
The objective of the Revolving Loan Fund (RLF) is to promote and facilitate business development in the community by providing financing for entrepreneurial endeavors.  The RLF’s financing activities are intended to: 
1. Facilitate employment growth with preference being given to full-time year-round jobs.
2. Provide a source of additional or alternative capital to traditional financing sources, with preference being given to business ventures that would not be able to obtain all of their necessary financing needs through a traditional lender.
3. Promote diversity within the local economy and growth in the tax base of the City of Kelliher.
4. Increase the potential employment opportunities for the residents of our community.
5. Increase potential employment retention within existing businesses.



Statement of Non-Discrimination 
In accordance with Federal Law and U.S. Department of Agriculture policy, this institution is prohibited from discriminating on the basis of race, color, national origin, age, disability, religion, sex, familial status, sexual orientation, and reprisal. (Not all prohibited bases apply to all programs.)

To file a complaint of discrimination, write to:
	USDA, Assistant Secretary for civil Rights
Office of the Assistant Secretary for Civil rights
1400 Independence Ave. S.W., Stop 9410
Washington, DC 20250-9410
Or call toll-free at:  
(866) 632-9992 (English) or (800) 877-8339 (TDD) or (866) 377-8642 (English-Federal-relay) or (800) 845-6136 (Spanish Federal-relay)
It is the declared policy of the City of Kelliher that no person shall be discriminated against in the capacity or privilege of obtaining credit on the basis of sex, marital status, race, color, religion, age or national origin.  The City of Kelliher will not deny, increase the charge for, restrict the use of, amount of, or use different application procedures or evaluation criteria with respect to credit based on an applicant’s sex, marital status, race, color, religion, age, or national origin.  
The City of Kelliher is an equal opportunity, lender, service provider, and employer.

Geographic Service Area
The geographic service area is defined as: the boundaries of the City of Kelliher.  Projects must be located within the geographic service area in order to apply and receive consideration for RLF funding.  Projects located outside the geographic service area, but that are considered close enough to potentially have a significant economic/employment impact on the geographic service area, can be granted consideration provided that the City Council ratifies and documents such in coordination with accepting the application.  If the business relocates outside the geographic service area after receiving RLF funding and prior to repaying that funding in full, the City may require an immediate pay-off of the RLF loan.



General Requirements
If any of these general requirements conflict with information contained in any other section of this document, the information in those sections will prevail as they specifically apply to that section of this document and RLF program.  The following general requirements are applicable to all applicants and/or loan requests:
1. Applicants must be United States citizens or reside in the United States after being legally admitted for permanent residence.
2. Applicants of the RLF will be required to meet their financing needs from their own resources and other lenders whenever possible.
3. Each applicant must present evidence that indicates the RLF loan is necessary to make the proposed project feasible.
4. The job creation or retention goal for each project is at least one full time job equivalent for every $25,000 borrowed from the RLF.
5. Written feasibility studies, business plans, market studies, etc. may be required in consideration of the project’s complexity or reasonability.


Eligible Purposes
The RLF can be used to finance to most commercial endeavors/projects that are not specifically stated as ineligible in this document, but preference will be given to projects that have the highest potential to provide economic/employment growth in the geographical service area.  Funds can be used, but are not limited to, the following:
1. Acquisition of physical assets (i.e. equipment, machinery, inventory, software, etc.)
2. Acquisition and/or development of land
3. Construction, conversion, enlargement, repairs or modernization of buildings, plants, machinery, and/or equipment
4. Funding initial start-up operating costs and initial working capital
5. Technical assistance for private business enterprises



Eligible Businesses
Applicants must reasonably expect to meet the Rural Business Enterprise Grant (RBEG) definition of a “small and emerging private business enterprise”, which is defined as: “any private business that will employ 50 or fewer new employees and has less than $1 million in projected gross revenues.” All private businesses, individuals and projects that are not specifically ineligible may apply for RLF financing, with preference being given to the following:
1. Projects that will have the greatest potential for increased employment opportunities or the greatest potential for retaining existing employment opportunities.
2. Projects that will create or retain full-time, year-round employment.
3. Projects that have potential for future growth and expansion.



Specific Ineligibilities
Although the RLF is desired to be available to the largest audience possible within the geographic service area, the following are specifically ineligible for funding:
1. RLF funds cannot be used to produce agricultural products through growing, cultivation, and harvesting except for commercial nurseries, timber operations, or limited agricultural production related to technical assistance.
2. RLF funds cannot be used to finance comprehensive area-wide type planning.  This does not preclude the use of funds for planning of a given project.
3. RLF funds cannot be used to fund a part of a project which is dependent on other funding unless there is a firm commitment of the other funding to ensure completion of the project. 
4. RLF funds cannot be granted if the applicant is not a United States citizen or if less than 51% of the outstanding interest in the applicant is owned by US citizens.
5. RLF funds cannot be used to pay-off or refinance existing loans/financing (unless doing so is a conducive and necessary part of a significant expansion or renovation).
6. RLF funds cannot be used for projects located outside the geographic service area as it is defined within this summary document (unless otherwise approved by the City Council).
7. RLF funds cannot be used to fund projects in which the applicant, or owner of the applicant, are involved in any decision making capacity of the RLF approval process (i.e. council members, etc.)  This includes members of immediate family, defined as follows: individuals related by blood or marriage that occupy the same physical residence.
8. RLF funds will not be used to fund projects if the applicant has filed bankruptcy within the last five years.












Loan Terms and Conditions
The terms and conditions of each RLF loan shall be customized to the specific needs of each respective applicant in an effort to ensure the long-term success and viability of each project.  The City and the applicant, in coordination with any other lender involved in the project, shall develop the most appropriate structure for the RLF loan in coordination with the following guidelines:

Loan Amounts:  RLF loan funding is contingent upon the current funds available in the RLF, taking into consideration previous loan request granted, but not yet funded (please check with the City Clerk for current availability).  RLF loan amounts are generally based on the applicant’s request, but are subject to the following limitations:
1. The minimum RLF loan amount is $10,000 (unless otherwise approved by the City Council). 
2. The RLF may be used to fund up to 25% of the total project cost.


Equity Contribution:  The applicant must contribute equity equivalent to 10% of the total project cost.  
1. Generally, this equity will be cash that will be used to pay for a portion of the project.  
2. Alternatively, business assets previously acquired that will be used in the material operations of the business, and that will also be pledged as collateral, can be counted towards the equity contribution requirement. 
3. Lastly, and only upon approval from the City Council, non-business personal assets may be contributed as collateral, as a substitute for a cash or asset equity contribution.


Collateral:  RLF loans may be in a junior collateral position to other sources of project financing, but the security for each RLF loan shall consist of the best lien available on real estate, machinery, equipment, inventory, etc., with preference being the use of real estate as security (no loans shall be unsecured).  All assets purchased with RLF funds will be required to be offered as collateral for RLF loans, although the City reserves the right to determine what collateral is acceptable, useful, and sufficient.  Additional collateral in the form of personal guarantees and/or liens on non-business assets may be required depending on the value, quality, sufficiency and lien position of initial available collateral. 


Interest Rate:	The interest rate on RLF loans will typically be 1% below the interest rate provided by other lenders financing the same project, with a bottom of 4%. 


Loan Maturity: The RLF financing will be structured on similar terms to other lender financing, with consideration given to ensuring that repayment terms are affordable and conducive to the long-term success of each project funded, as well as the reasonably expected useful life of the underlying collateral.


Fees and Costs: All costs associated with processing the application, preparing the necessary documents, recording and perfecting the appropriate liens, etc., shall be the responsibility of the applicant and shall be deducted from the RLF loan proceeds.  


















Application Process / Requirements
In coordination with requesting funding from the RLF, interested parties will be required to submit the following documentation, as well as any additional documentation requested, and will authorize the City and/or its agents to perform routine credit checks:
1. City of Kelliher Revolving Loan Fund Application
2. Business Plan
3. Personal Financial Statements (For all borrowers, entities, and guarantors as applicable)
4. Resume of borrower and business manager (if different)
5. 3 Years of projected Income Statements and Balance Sheets
6. 2 Years of owner and/or guarantor tax returns
7. 2 Years of business tax returns and Financial Statements (For existing businesses)
8. Copies of Purchase Agreements and quotes/estimates for asset acquisitions
9. Detailed list of all assets that will be used as collateral (Included year, make, model, ID#’s)
10. Copies of leases, franchise agreements, or other contracts affecting the business.
11. Copies of Articles of Incorporation, Bylaws, and minutes showing authorization for RLF loan and denoting the authorized signatories for the corporation. (If applicable)
12. Letter of Commitment from participating lender, noting the terms, conditions, covenants and/or requirements of their portion of the financing, as well as any other stipulations that may pertain to the RLF financing. (If applicable)
13. Copies of appraisals obtained on assets being acquired or used as collateral, or confirmation that the City may have access to and use of such appraisals if acquired at a later date by another lender as part of their financing package.


Technical Assistance / Additional Funding Sources
The City of Kelliher encourages all RLF applicants to seek technical assistance as necessary or as required by a lead lender.  


Processing, Administration, and Servicing
All applications shall be submitted to the City Clerk, who shall check the application for eligibility and completeness.  The Clerk shall also verify the RLF funds available to meet the application request and if available funds are not sufficient to meet the request, the Clerk shall notify the applicant of such so that the applicant will be afforded the opportunity to take actions necessary to adjust/modify their funding request and/or make other arrangements for the composite financing package.  If funds are available, the request is eligible for RLF funding, and the application is complete, the application package will be sent to the RLF Loan Committee for underwriting.

The City of Kelliher may utilize an Advisor or Loan Committee composed of independent third parties for the underwriting of RLF applications to ensure that there are no potential conflicts of interest and that experienced individuals make a qualified recommendation to the City Council for a final decision.  Upon receipt of an application package, the RLF Advisor/Committee shall perform the necessary due diligence to underwrite the potential financing of the loan request.  The RLF Advisor/Loan Committee will make a recommendation to the City Council regarding the loan application and may offer guidance on additional requirements, contingencies, or covenants for approval.

All information of a personal or financial nature contained in RLF applications shall be handled as securely and discretely as possible, with only the basic essential data of the loan request, as well as the recommendation from the RLF Advisor/Loan Committee being provided to the City Council in an open forum.  

Upon receiving a recommendation from the RLF Loan Committee, the City Council shall render a decision on the application request.  Any decision by the City Council that is contradictory to the RLF Advisor’s/Committee’s recommendation shall be made by a unanimous vote of the full Council and shall be supported by a resolution documenting the reasons for the decision.    The City Council will endeavor to facilitate a timely decision and may, at its discretion and convenience, call for a Special Meeting to make its decision.

Administration and servicing of RLF loans may be performed by the City Clerk, a contracted third party, or combination of such, taking into consideration of currently available services or as the City deems necessary.  In all cases, payments made on RLF loans are to be made at City Hall, unless otherwise notified differently.  


2

