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Narrative Supplement to IRP Application


The following information supplements Form RD 4274-1, “Application for Loan.”

I. Community’s Need and Support for Proposed IRP Revolving Fund:
A. Briefly describe any natural disasters that have affected the proposed IRP service area in the last 3 years.

Central County received Presidential Disaster Designation M-7777 in August 2001 due to drought conditions that devastated farm operations in this heavily agriculture dependent county.

B. Briefly describe any economic set-backs (emphasizing specific economic dislocations, loss of major industries, and plant closing) that have affected the proposed IRP service area in the last 3 years.

Central County, has the state's 10`h lowest median household income at $25,507 per the 2000 Census (71% of the state average) and the 12`x' highest annual unemployment rate of 12.3% (1.95 times the state average of 6.3%)-. The IRP loan will serve the rural areas of Central County where the rural MHI is about $20,500.

C. Is a new revolving loan fund specifically mentioned in any local, county, or regional strategic plan or economic development plan?  
Yes      If yes, identify the plan(s) below and attach a copy of the relevant sections. 

Portions of Central County are -a designated Champion Community from the lst Round EZ/EC competition, and Central EDC’s IRP service area will cover all of the rural portions of the Central County Champion Community. The “County of Central Strategic Plan 2000-2010” expressly mentions the strategic goal of “alternative sources of small business financing” and lists Central EDC and USDA as sources for human and fiscal resources.  A copy of the plan is provided with this application as supporting documentation.

D. Evidence of financial commitments to the project from non-USDA sources - attach letters, etc., document this.

Central EDC will provide $167,000 of its unrestricted' funds as match for the $500,000 IRP loan. A Board Resolution is provided with this application as supporting documentation to the commitment of these funds from Central EDC. Central EDC’s 2001 audited financial statements indicate unrestricted funds in excess of $600,000.

E. Other evidence of support that you would like USDA to be aware of-attach letters, etc.

The Regional Economic Adjustment Chief for RDA has provided a letter of commendation for Central EDC’s high leveraging and low cost per job ratio that exceed EDA’s targets. In addition, letters of support from the Small Business Development Center and local government entities are provided with this application as supporting documentation.

II. Collateral for the Proposed IRP Loan:

The collateral of all IRP loans will be the IRP revolving fund -- i.e., the IRP loan proceeds & any additional contributions by the IRP borrower (see C.2 above) -- including all assets deriving therefrom.  Is additional collateral - real estate, etc. proposed?
   No 


B. If “yes,” provide property description, estimated value, and basis for valuation: 

N/A

Attach more detailed description of proposed collatera; if available.

III. Technical Assistance Planned in Conjunction with Operation of Proposed IRP Revolving Fund: 

A. Describe planned technical assistance to ultimate recipients of IRP revolving fund loans.

Businesses that need technical and management assistance will be directly assisted or referred to other organizations with other services. Central' EDC works closely with all city and county agencies and the staff has knowledge of requirements for various permits and licenses. Assistance includes referring clients to proper governmental agencies,. financial institutions, SBA SCORE and others. Depending upon the type of assistance needed, clients may be referred to professional business consultants in the area who are capable of developing business plans and assisting clients not only on financial matters, but also marketing, inventory control production-etc....

B. Identify the parties that will provide the proposed technical assistance and their qualifications.

Primary assistance will be from SBA SCOREmembers - all retired executives that meet the qualifications of SBA's SCORE program. Central EDC will also rely upon the expertise and referral of its Board of Directors. A listing of the Board of Directors along with their resumes is attached to the application as supporting documentation.

C. Sources of funds for technical assistance programs

Individual businesses will be responsible for the cost associated with any technical assistance. Assistance provided directly by Central EDC staff will be free of charge upon the submission of an application and application fee.

IV. Known Demand for Proposed IRP Revolving Fund:

A. Identification of any proposed & known ultimate recipients (to the extent this information is available):

Borrower name
Business type
Loan amount
Use of loan funds

Hardison Controls
Manufacturer
$100,000
Machinery & Equipment

B&B Hotels
Call Center
$100,000
Furniture, Fixtures and Equipment

Haley Development
Renovation of Commercial Property
$165,000
Furniture, Fixtures and Equipment

City of Martin
Industrial Building
$100,000
Building Construction

Little Wonders
Day Care Center
$100,000
Purchase Building

B. Expected time needed to relend all of requested IRP funds: 12 months (should not exceed 1 year)

C. Basis for concluding requested funds can be re-loaned in this time-frame and in. any event not in excess of 3 years from the date of IRP loan closing:

The list does not display the full demand for RLF funds. Downtown revitalization in the City of Custer and the renovation of commercial property by Haley Development will likely generate more business loan requests. Several communities in Central County recently conducted Business Attraction Studies and will implement new marketing strategies to encourage business development. Central EDC will work with these communities to promote the IRP Revolving Loan Fund. Central EDC staff has a history of actively marketing previous Revolving Loan Fund dollars and has been successful in the utilization of all funds and in a timely manner. Year to date, Central EDC has closed 5 loans totaling $250,000 and has 4 additional loans pending which total $650,000. Central EDC is confident that its present pace of loan closure will continue.

V. Expected Financing to Arise from the Proposed IRP Loan:


Financing Source
Amount of Financing Expected

A
Proposed IRP loan
$500,000

B
Proposed applicant contribution to be irrevocably deposited in IRP revolving fund
+ $167,000

C
Size of IRP revolving fund
= $667,000

D
Amount that applicant will loan from sources other than the IRP revolving fund to participate with its IRP revolving fund loans 2
  $0.00

E
Amount of expected leveraging from outside sources (besides the borrowers themselves) - e.g. banks, etc. 3
+ $967,150

F
Total financing arising from proposed IRP loan
=$1,634,150

1a. The funds indicated on line B above must remain in the IRP revolving fund and serve as security for the IRP loan. The deposit of these non-USDA funds into the IRP revolving loan fund will be accomplished under the following schedule:

Central EDC’s $167,000 contribution to the IRP revolving loan fund is expected to be made at the time of loan closing.

1.b. In any event, these funds will be deposited into the IRP revolving fund not later than 3 months after the proposed IRP loan is closed.

2. Explain the basis for the figure indicated on line D above.

Central EDC will not loan any funds from its own resources above and beyond its $167,000 contribution to the IRP revolving loan fund.

3. Explain the basis for the figure indicated on line E above (e.g., based on historical RLF leveraging data, attached commitment letters from banks, etc.)

Central EDC has provided loans from existing, revolving loan funds totaling $6,657,352. These funds have been leveraged with $10,725,734 in private sector funding. This private sector funding includes local banks and owner equity. Owner equity comprises approximately 10% o of the private sector funding or $1,072,573. Local bank financing comprises approximately $9,653,161. Based on this history we expect the $667,000 IRP revolving loan fund to leverage $967,150 in financing from outside sources other than the borrower.

$9,653,161/$6,657,352 = 1.45

$667,000 x 1.45 $967,150
____________________________


___________________

________________

Appplicant Signature




Title



Date

Attachments (as applicable):

Any relevant sections of local, county, or regional strategic plans or economic development plans (see I.C above)

Detailed description of proposed additional collateral (see 11.13 above)

Letters of support and evidence of financial commitments to the IRP revolving fund (see I.D, IE, & III.C above)

As of Jan 28, 2003
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