Skowhegan Econom 205 Water sree

Skowhega, Maine 0497

Development Cor| 207-474-690

SEDC
Established 1¢3

Micro Loar Guideline:
(MB Progran)

A. Goals and Objectives

1. Retail Skowhega's Conmercia anc Industria Base
Assist ir the financing of project: which will benefi low anc moderat income
people Assist ir the finance of Businesse that are unableto borrow mall
operatin(capita amounts

2. Retailand/o creattjobs

Expancbusiness mploymentanc ownership opportuniticfor the benefi of
Skowhegan residen

B. Strategy
1. Themainfocus will be to keef a small local businessviable.
2. Coordinat with othel are: economiidevelopmer activities including
a. Small Busines Develofmeni Cente counseliniservice
b. EasteriMaine Develofmenti

C.Loan Criteria

1. Type: of Activities

Uses o the Micro Busines: Progran (MB Progiam) financng will include bui not be
limited to the expansio or modernizetion of plan anc equigment a start-up capiti for
new firms. MB Progran moniescar be used t(finance eithel fixed assets, inventori or
other working capital The following types of businesses and evities shall be eligible
for Micro Business Progra financing

a. The retentior or expansio of existin¢ businesse

b. Locally owned an outsid¢ owned businesse
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c. Primarily small businesses wi a gross incme of less tha one hundre
thousan dollars ($100,000.00

D. Administration

The Town of Skowhegan wil

1. Beresponsibl for overal Micro Busines: Progran acministratior througt the
Econmmic & Community Develoymen: Office.

2. Assist MicrcBusiness Progra applicant with packagini of developmen
proposals throu¢ the Econamic & CommunityDeveloment Office.

3. The Boarc of Director: of the Skcwhegal Econamic Develogment Corporation wil
serve as the Loar Review Comrmittee The Loar Review Commitiee will review loans
anc make reconmenddions to the Boarc of Seectmer for the final decisiolto approve
or deny the application

4. Annually monitoi the acministratior of the Micro Business Prograto ensure th:
operation are in accordanc with the managmeni plan

5. The Boarc of Selectme may adop amencments to the Managmmeni Plar when
requesteto do so

6. The MB Progranwill be auditecyearly as pirt of the Town's externe audit

7. The Micro Business Revolvir Loar fund prograr will have a start-up Capitalizeon
of $20,000.00. The will be a caf of $5,000.00 for ar loar from this pragram. Loar
repeyments with interest from this initial fund will be usec for additiong Micro Business
Revolvincloans If any additiona funds ar needed, tr SEDC Boar will neecto seel
approva from the Boarc of Selecmen.

8. The Town will comply with Title 1 (listec under: "THE ACT" in the Blue Book)
requirementsanc 24 CFR 370.200 E AL in the Blue Book unde Outline Gener:
Requirements
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E. Operational Guidelines

1. The maximun loar amoun will be $5,000.00 dependiion the loar fund
balance

a. No business wi be able to borrow ar amountlargel thar $5,000.00. In othe
words, il a business canin for g loar of $3,000.00 ar a yeal latel they wan:
to borrowmore funds, the would only be able to borrow $2,000.00 whic will
bring then to the $5,000.00i mit; they would no be able to borrow an' more
than th($2,000.00 eve thougl they hac paic down on th $3,000.0C

b. If @ business receiv a $5,000.00 loa they would be not be eligible for anothe
loar until the total $5,000.00 has be paic off

2. Therate of interest for eacl loar will be delerminec by the Loar Review Conmmittee,
subject to the confirmation by formal vote or final determination of the Boe
Selectmer

3. Thetermr of eaclloar will be set by the Loar Review Committee The loan
duratior shal not excee: 3 year: unles: there are documentec extenuating
circumstance:

4. Loar fees

a. A 1.5 percer package fee will be chargeito covel the costs of assemblin the
applicatior anc acministeringthe loar.

b. A $1(.00 monthh service chargewill be includecin the billing.
5. Late payments anc delinquencie:

a.Wher aloar is 15 deysin arrears a late payment charge« of 5% of theloar
paymeniwill be addec

b. A loar will be cansiderecdelinquenif paymentis not made within 15 days c
the due date

c. If the borrower itmore thar 30 cays in arrear anc has nc notified the
servicing aget of a plar to bectme curren thai the Town of Skowhega
Municipal Officers hav approvec the borrower wil be censiderecin default. If a
borrower defaults, whett througl non-paxmeni of schedule loar payment or
througl breacl of any loar conditicns, appropriat lega or othe actior will be
taker to assure that sor or all of the amountwill be recovere anc returne(to
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the MB Progrém. The Town of Skowhega will have the responsibility of taking
actior to cure delinquen accounts in the evenithai the mattel is turnec ovel to
the Town Attorne) for collection The Borrower will be responsible for all
reasonble attoiney fees anc collectior costs

6. Securit
a. All loanswill be securec with Rea Estattwhere
possible

F.Loan Application and Review Proces:

1. Loar application will be evaluaed on ¢ first came, first serve basit

Applications have to be sukmitted to the Econcmic & Community Development
office a minimurr of sevel days befor the seconi Tuesda of the montf to be
placecon the agend of regula S.E.D.C.meeting

2. Theapplican must be the owner, partne chiei officer or have power of
attorne) to apply for financing

3. Projects will be selectec for MB Prograr financin¢ accarding to the following
criteria

a. Consistenc with the Func's overal econimic develojmeni objectives strateq'
anc priorities as state in Section A, B anc C of the ManagimeniPlan

b. Demonstrate financia feasbility anc repaymeniability. (Se¢ Sectior G.1 for
details on the financia analsis of loar applications’

c. Proven managmenti ability anc capacity to complete the project

d. Ccmpatibility with the envirorment local ordinance anc othel comrmunity
objectives

4. Initial screenin of all applicant will be done by the Eccnomic & Community
Develoment Office baseron consistencwith MB Progran objective: as stated |
Sectior A. above

5. Wher the Econamic & Community Develoymenti office has finishe reviewing thi
applicationthe applicatior will be sukmittedto the SEDC boar with reconmendatiol
for review If approvedthe applicatior is sen to the Boarc of Selecmer with a
recommendatic for approval
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6. After a loar applicatior has bee approved a formal Loar Agreemeniwill be drawr
up. The Loar Agreemeniwill state clearly all of the terms of the loan, inclding any
specal conditions that may be required The loar agremeniwill be signe by &
representativ of the Town of Skowhega anc the applican aftel all detail: have beetr
resolve(to the mutua satisfactiol of botl parties All loan agrements shal be
contingenon adequa funds fron loar payments being availabl to the Micro Busines
Prcgram.

7. An unsuccesst applican for g loar may reques a review from the Skowhegar
Econmic Develogmeni Corporatioi of the decisior baseion errors of facor procedure
Such ireview may nol be baser on judgnents concerninithe feasibility of the proposec
projec or the creditworthines of the applicant An applican may sukmit a new
applicatior al any time.

8. The Town of Skowlegar may issue reques for proposals when tl Fund reache
$1(,000.00. Thes requests will be pastec in public place: ancin two newspapers -
days befor proposals ai due

G. The Analysis of Loan Applications

The loar review process wi'invaolve financia analysis
1. Financie Analysis
The financia analysi: will have three components
A. CreditAnalysis
Review of the history of the business, tt principals of the new

enteprise, managemen personne financia condition anc bank anc
trade credit standing.

B. Collateral Analysis
Review of ownership an effective value to the creditol of any asse pledge
as colateral for the loan

C. Cash Flow Analys
Review of thefinancia projection describing the projected future conditiol

the business subsequent to the placement of the loan and all factors a
the future condition of the business including market and economic-
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The Skowhegan Econon Develoymeni Corporatiolwill accep the same financi: package
asmos! of the are: banks requirt The financia requirements wil normally include the
following:

1. Cuampletecapplicatior form.

2. Financie statiments coverin¢ the pas year (tax return including a balanct
sheetanc a profitanc loss statmeni of busines:

a. Plus ¢ persone balancishee

3. Amouni of financin¢ requirecanc the purpose for whick the funds will be
used

4. Descriptiol of the produc line(s)
5. An analysi of the marke for the products
6. Nemes anc analysis of the ccmpetition

7. Numbel of employee: al presen ai yeal enc for the lasi three year:anc
projecte(for eacl of the nexi three years

8. History of thcrcompany
9. Backgroun informatior (resumes.

10. Detail: of existin¢ bankloans anc othei financing of the businest including
stock pledges

11. Detail: of the capita of the business, includir ownership an amourts of
invesment

12. A listin¢c of account receivablianc phone numbe of major suppliers
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H. Loan Servicing

1 Callections
The billing of borrower: for amount due the receivin¢and postin of
payments anc the notificatior of borrowers il a timely fashior of past du
account will be the functior of Econmic & Community Develofmeni
staff.

2 Monitoring of Complianc with L oar Conditions:
Collectinc evidencion on-goinicempliance with loar requirements

counseliniof delinquer account and theinitiation of collection procedires
for delincuentaccownts will be the responsibilit of the Econamic &
CommunityDevelofment staff.

3 Monitoring of Financia Perfoimance
Periodicreview of update: financial statments<will be the responsibility of
the Econamic & CommunityDevelofment taff.

4. Techni@l Assistaice:
Provisionsof additioral assstance will be the responsibilit of the
Econimic & CommunityDeveloymeni staff.

|. Source: of Funding to cover Administrative Costs

Funds ticovel acministrative cost: of the Micro Business Progra may be provide:
from the interes earnei from Micro Business Revolvir Loar funds profits from the
sale of Micro Busines Progranloans Micro Busines<Program fee anc othel genere
revenue from State anc Loca goverrments as neede

If you have any question pleas: contac the office at 474-6905 ¢ e-mail us at info@skowhegan.org.

Please mail the application and supporting documents to:
Economic & Community Development
Attn: Jeff Hewett
225 \Water Street
Skowhegan, ME 04976
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