Sample Project Summary.doc (Form RD 4274-2)

	1.  NAME:

Central Economic Development Corporation
	2.  ADDRESS:

120 Main Street

Lincoln, AA  11123

	3.  TYPE OF ENTITY (corporation, public agency, etc.)  nonprofit corporation
	4.  DATE ENTITY ESTABLISHED:

1977

	5.  SERVICE AREA: Central County
	6.  AMOUNT OF LOAN: $500,000
	7.  TERM:

30 years (with three years @ interest-only)

	USE OF FUNDS (Summarize intermediary’s plans for relending)

	8.  TYPE OF APPLICANTS:

Eligible IRP ultimate recipients (small businesses unable to qualify for commercial credit)

	9.  TERMS:

Five years max for working capital; 20 years or useful life for fixed asset loans

	10.  INTEREST RATES:

Prime (fixed at closing)

	11.  FEES:

One percent loan origination fee; $100 plus closing costs & filing fees

	12.  LOAN PURPOSES:

Authorized IRP ultimate recipient purposes

	13.  POTENTIAL ULTIMATE RECIPIENTS IDENTIFIED:

Number:  Five

Dollar: $500,000

	14.  JUSTIFICATION FOR THE AMOUNT OF LOAN REQUESTED:  Central EDC has identified five specific projects in their application which are candidates to receive IRP funds, with a combined potential loan amount of $625,000 (one $165,000 loan -- 25% of portfolio -- & four $100,000 loans).  These projects include a minority-owned manufacturing company, a call center, a downtown redevelopment project, a business incubator, and a child care center.  Several of the small towns in Central County have just completed business attraction studies and/or business infrastructure projects.  The availability of IRP loan funds will complement their economic development efforts by providing financing for new and expanding businesses.

	15.  OTHER COMMENTS:  It is anticipated that a minimum of 30% of all jobs will be given to the longterm under-employed/unemployed.  This will be accomplished with first-source hiring agreements between the borrowers and the Central County Job Training Office whenever possible.  Central EDC’s record in RLF business lending to minority & women-owned businesses is 22-27%.

	16.  SECURITY (Summarize the proposal for securing the loan)
A.  Will the intermediary pledge the assets of the IRP revolving fund as security?  Yes
B.  Will the intermediary contribute cash to the IRP revolving fund?  Yes
If so, enter the amount $167,000
C.  Will the intermediary give lines on real or personal property other than the IRP revolving fund?  No
(1) Property description:  N/A
(2) Value:  $N/A
D.  What priority of lien will the intermediary normally obtain from the ultimate recipient?

Best lien obtainable
Comments:  As is typical with IRP loans, the collateral will be the portfolio of loans generated from the IRP fund.  Based on the lender’s background and history, the quality of this portfolio is expected to be adequate to secure the loan.

	17.  BACKGROUND (Summarize intermediary’s experience in assisting rural business, including lending experience and delinquency or collection record.)
Central EDC, founded in 1977, is an established economic development organization.  Its mission is to support economic development and job creation in Central County.  Central EDC operates four separate revolving loan funds, its oldest dating back to 1982.  All of its RLF funds are fully committed with 88 loans made, 542 jobs supported, and $10,725,734 leveraged.  The Economic Development Administration has commended Central EDC on its high leveraging and low cost per job ratio, both of which exceed EDA’s targets.  Central EDC is the key economic development organization in Central County.  The 15 members of Central EDC’s board of directors are all chosen from local public bodies and private business.

	18.  OTHER FUNDS (Summarize the  intermediary’s plans for obtaining grant funds and/or loan funds from sources other than RD, to supplement the loans to ultimate recipients.)
Central EDC will commit $167,000 of its unrestricted funds to the proposed $500,000 IRP loan, creating a $667,000 IRP fund.  Central EDC’s historical leveraging of non-borrower, non-federal funds with its RLF program has been 1.45:1.  Thus, it is reasonable to expect that the proposed loan will generate $1,634,150 in total projects -- IRP’s $500,000 + Central’s $167,000 + non-federal leverage of $967,150 (Equals 1.45 times the $667,000 IRP fund).

To what extent are the other funds assured or the plans supported by past performance?  Other funds are reasonably assured.

	19.  CAPITALIZATION

	
	DATE

(Last Statement):

6/30/98
	DATE

(Pro forma IRP Fund):

at closing
	DATE

(Pro forma Consolidated):

at closing

	Net Worth
	$2,656,850
	$167,000
	$2,823,850

	Total Assets
	$3,615,303
	$500,000
	$4,115,303

	Worth to Assets
	73.5%
	33.4%
	68.6%

	Debt to Worth
	26.5%
	66.6%
	31.4%

	20.  PAST PERFORMANCE (Last 3 years):

	Fiscal Year Ending
	6/30/96
	6/30/97
	6/30/98

	Total Income
	$16,318
	$411,791
	$428,417

	Net Income
	$429,351
	$105,382
	$159,701

	21.  PROJECTIONS, IRP FUND:

	Year
	Year 1
	Year 2
	Year 3+

	Total Income
	$31,054
	$104,941
	$193,032

	Net Income
	$15,779
	$82,792
	$161,141

	Principal Repayments
                                -
	$0
	$0
	$25,873

	Balance                                                       =
	$15,779
	$82,792
	$135,268

	*Debt Coverage Ratio
	1.7
	9
	3.1

	22.  PROJECTIONS, CONSOLIDATED FUNDS:

	Year
	Year 1
	Year 2
	Year 3+

	Total Income
	$460,000
	$530,000
	$620,000

	Net Income
	$175,000
	$240,000
	$320,000

	Capital Improvements                                   -
	$-
	$-
	$-

	Principal Repayments                                   -
	$-
	$-
	$26,000

	Balance                                                         =
	$175,000
	$ 240,000
	$594,000

	Depreciation
	$-
	$-
	$-

	*Debt Coverage Ratio
	19
	26
	9

	*Debt Coverage Ratio = Net Income + Depreciation / Principal + Interest

Repayment ability is reasonably assured.  The applicant’s existing operations generate sufficient funds to service the debt.  As the IRP fund becomes established, it will become increasing self-supporting.  During the first three years, only interest payments will be required on the IRP loan to further assure this.

	COMMENTS:
A service area with no other IRP coverage.  Central EDC is an existing USDA lender, having received a $900,000 RBEG for relending on 4/22/93.  All of these IRP funds have been re-loaned to ultimate recipients.  No other IRP lender covers Central County.
A service area with severe economic problems.  Central EDC’s service area is Central County.  Central County is one of the poorest counties in the state and remains heavily dependent on agriculture.  Its 2000 median household income of $25,507 ties it with several other counties as the 10th lowest in the State, 71% of the state average.  Central County’s latest annual unemployment rate is 12.3%, 1.95 times the state average 6.3%, which ranks it as the 12th-worst in the state.  The picture is actually much bleaker, since the majority of economic activity in the Central County occurs in the City of Metroville, the county seat, which has a population of more than 25,000 and therefore will not be served by the proposed loan.  Census figures indicate MHI figures for rural Central County are as much a $5,000 lower than the county average, i.e., about $20,500.  Central County’s general economic problems were exacerbated by the drought of 2001, which devastated farm operations in this heavily agriculture-dependent county.  Central County is one of the six Presidentially-designated disaster counties in the state as a result the drought.

A work plan that is in accord with a strategic plan, particularly a plan prepared as part of a request for an Empowerment Zone/Enterprise Community designation.  Portions of Central County are a designated Champion Community from the 1st 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 source for human and fiscal resources, respectively, to accomplish this.

Excellent utilization of a previous IRP loan.  Central EDC is in full compliance under its agreements with USDA.  It received a $900,000 RBEG initial loan on 4/22/93.  Just over a third of the funds were re-loaned during the first year, and nearly all of the uncommitted funds were re-loaned within 12 months thereafter.  Central EDC’s RBEG loan fund is functioning well and Central EDC is in good standing with USDA.  The applicant is eligible; the proposed loan is for authorized purposes; the collateral will be adequate; repayment ability is reasonably assured; and the project will support USDA Rural Development’s mission.  Approval is recommended.

	SIGNATURE: (signed by)

Greg Vigorous
	TITLE:

Business & Cooperative Specialist
	DATE:

Month date, year


