Dillwyn Business District Revitalization Project

Town of Dillwyn, Virginia

July 18, 2011
Business Loan Program
Business Loan Program
Program Description 
The Dillwyn Business Loan Program shall be used to provide financial incentives for the expansion of existing local commercial business ventures and for the attraction of new business ventures to the Town of Dillwyn.  The Dillwyn Business Loan Program will be utilized to ensure that a maximum number of jobs will be created and retained, the local business base is broadened, the Town of Dillwyn property tax base is broadened, and the proposed commercial use or expansion is compatible with the local ordinances.

In reviewing the employment impact of the proposed loan, priority will be given to those projects, which create (and in some cases retain) jobs that pay a wage eligible for low and moderate income individuals.  For the purpose of these guidelines, the term “project” means the subject of the loan request financed in part by Dillwyn Business Loan Program funds.

The Town of Dillwyn has budgeted $100,000 in Community Development Block Grant (CDBG) funds to create the Dillwyn Business Loan Program, designed to encourage new businesses to locate in the downtown revitalization area.

Objectives and Eligible Activities
The Town of Dillwyn’s Revitalization Project Management Team will be responsible for the administration of this Dillwyn Business Loan Program according to the Guidelines contained herein.

Dillwyn Loan Pool Board
1.  Ervin Toney, Mayor, Town of Dillwyn
2.  Bill Lewis Moss, Dillwyn Town Council Member
3.  Paul Koedam, Bank of America branch manager 
4.  Cheryl Martin, CPA
5.  Peggy Johnson, Project Manager
6.  David Bersch, BB&T branch manager
Eligible Activities are as follows:

1. Site purchases of commercial land, including site development costs;

2. Relocation costs incurred in construction and occupancy of the commercial facility;

3. New Construction or Rehabilitation of Existing Buildings;

4. Machinery and equipment acquisitions;

5. Start-up operating costs and working capital (capped at 50 percent of total project costs);
6. Job creation, one full time position or two part-time positions.
Eligible Applicants are as follows:

1. Retail or service-oriented enterprises;

2. Wholesale and distribution enterprises;

3. Commercial enterprises that establish new business, expand existing business, create new jobs or save existing jobs;

4. Meet current zoning requirements;

5. Project is within the defined redevelopment area;
6. Business owner seeking to perform leasehold improvements that will result in the support of job creation.

Financing
Funding Limits
Assistance is limited to $10,000 per full-time (or two (2) part-time) equivalent job created and filled by a low-to-moderate income person.  This may include the applicant.  Jobs must be created and filled within 18 months of receiving assistance.  Loans will be limited to 50% of the total cost of the project with the owner providing a dollar-for-dollar match through a financial institution or private funds.  

If a business were to close down or to have significant employment layoffs, without the Dillwyn Business Loan Program loan assistance the jobs, which would be lost in that project, will be treated as if they were new jobs.

In addition, there is an $20,000 or 20% of available funds limit on the amount that can be borrowed by any one business (or debtor), unless the Dillwyn Revitalization Project Management Team approves a higher amount.

Equity Requirement
A minimum investment of ten (10) percent of the total project cost shall be in the form of a cash equity injection by the borrower.

Borrower Limits
At any given time, a single borrower, (individual or corporate) is not permitted to maintain more than two outstanding loans or a maximum principal balance among all loans that exceeds $20,000.  A borrower is defined as owning twenty (20) percent or more of the company, entity, or project financed.

Loan Term
The term of the loan will be structured per loan amount; the interest rate will be 3% Annual Percentage Rate (APR).  Recaptured funds will be used to make additional loans through an approved program income plan.  Loans will be available for equipment, inventory or any other legitimate business purpose.

The loan committee will have the flexibility to structure the loans for interest only payment for the first twenty-four (24) months of the loan.  The amortization of principle and interest will begin at the end of the twenty-four month period, with an amortization period of structured per loan amount.

Further, the committee will have the flexibility to waive principle payments in the amount of tax revenue generated through any or all of the following:

· Additional property tax received based on the upgraded value of the building for tax purposes;

· Business taxes;
· 10% of total state sales tax
Interest Rate
This interest rate will be established at the time of closing the loan (minimum 3% APR).  The rate will generally be fixed for the term of the loan.  The rate will be established being sensitive to the cash flow needs of start-up and emerging companies with an attempt to balance risk vs. benefit.

Loan Security/ Collateral
The Dillwyn Loan Pool Board shall review each loan request for the adequacy of collateral and shall include a report concerning the loan security when the loan request is approved.

Use of Proceeds
Loan funds may only be used to carry out the project as outlined in the Loan Application and supporting data.

Prepayment of Loan
The borrower may prepay the loan at any time without penalty.

Utilization of Repaid Loan Funds and Interest
To insure that program income is used only for eligible activities, repayments of principal and interest on all loans made through the Dillwyn Business Loan Program will be added to funds committed to the program and will be used in accordance with the provisions of this program.

At such time as when the Dillwyn Revitalization Project Management Team determines that the Dillwyn Business Loan Program is no longer desirable or necessary as part of its Business Development Strategy, all remaining principal and interest and future loan payments will revert to the Town of Dillwyn.
Administration and Areas of Responsibility 
A minimum of four (4) members of the committee must vote in the affirmative to approve a loan.
It will be the responsibility of the Council of the Town of Dillwyn (1) to work with potential borrowers in the preparation and submission of a loan application and supporting data, (2) to determine the eligibility of the borrower and the project, (3) to review the financial proposal with the participating lending institution, and (4) to present the loan request to the Dillwyn Loan Pool Board for its review.  The tentative terms and conditions of the loan will be negotiated between the borrower and the Dillwyn Loan Pool Board.  Council shall also “screen” potential applications to determine which projects are not eligible to save unnecessary application and processing costs. 

Application Procedures
Applicants can obtain a loan application form the Town Office.

The Town of Dillwyn will accept applications on a first-come, first-served basis.  The first step will be to complete a pre-application identifying the owner, type of business, location of operation, and sources of additional funding.

Upon preliminary approval, the applicant must submit a business plan. The Town will provide technical assistance with business plan preparation upon request through the services of the Longwood Small Business Development Center (Phone: 434-395-2086).  The applicant must also provide proof that he/she has the financial resources to meet the approved match amount. Such proof will consist of bank statement, letter of commitment from a bank or a letter of credit. 

Loan Closing Procedures 
After approval by the Dillwyn Town Council, the staff of the Dillwyn Loan Pool Board will prepare and mail to the borrower a Letter of Commitment that outlines all of the terms and conditions of the Dillwyn Business Loan Program, as approved.  The borrowers will be required to approve the terms and conditions and sign the Letter of Commitment.
After the signed Letter of Commitment is received, the loan closing shall generally take place within 60 days, unless other arrangements have been made.  A copy of the signed Letter of Commitment shall be forwarded to the Dillwyn Loan Pool Board’s Legal Counsel, who will prepare the necessary loan documentation.  This will normally include the following:

a. Promissory Note

b. Security Agreement and financing statement

c. Recording(s) under the Uniform Commercial Code

d. Personal guaranty of the principals (secured or unsecured)

e. Mortgage deed

f. Other documents as deemed necessary (by legal counsel or staff)

 Other items which are normally required to close a loan might include:

a. Certificate of hazard insurance

b. Collateral assignment of life insurance (on the principals)

c. A borrowing resolution (if a corporation)

d. Property appraisal reports

e. Job creation loan agreement

The loan closing documents shall include all provisions deemed necessary to adequately protect the assets of the Dillwyn Business Loan Program.  This will include a provision that declares the loan in default if the borrower relocates outside the Town of Dillwyn, at which time the outstanding principal balance and all accrued interest are immediately due and payable. The loan will also be declared in default if the Town of Dillwyn real estate, machinery and tool, or personal property tax is late by more than 90 days.  Also, a late payment charge is to be assessed if a payment is more than fifteen (15) days late.  The late charge shall be five percent (5%) of the payment due.   Also, if the job projections within the agreed schedule are not reasonably met, the loan may be renegotiated or declared in default at the option of the Dillwyn Loan Pool Board.  The job projections will be considered as being “reasonably met” if at least 80% of the jobs are actually provided.  The Letter of Commitment and/or the Loan Closing Document shall require the borrower to furnish periodic financial statements, and a periodic report on employment shall also be provided by the borrower.
The borrower must agree to comply with the procedures and conditions of all established and applicable Town of Dillwyn ordinances in the construction, rehabilitation, and or maintenance of the property.  Work or conditions not meeting minimum standards established by all codes, ordinances, and regulations is unacceptable and may be reason to cause the loan to be declared in default at the sole discretion of the Dillwyn Loan Pool Board.

Loan Servicing
The Dillwyn Loan Pool Board, through the Town of Dillwyn staff, shall service the loan for its term.  This shall include providing the borrower with a loan amortization schedule; receiving the payments from the borrower and turning those payments over for depositing and recording; obtaining year-end and other required financial statements, including personal financial statements from the principals; obtaining current insurance certificates; making a periodic visit to the borrower at the business location; obtaining employment statistics; and contacting borrowers regarding overdue payments or other problems with the loan.  The Dillwyn Loan Pool Board staff shall also attempt to assist the borrowers with other services available from the Dillwyn Loan Pool Board and to assist with other future expansions of the business, when possible.  Regular payment is the responsibility of the borrower.  The Dillwyn Loan Pool Board will not provide monthly billing.

Amendment of the Program Design 
During the implementation of the revolving loan program, the Town may find it necessary to make minor changes and refinements to improve its effectiveness.  If a major alteration to this design is deemed necessary to better achieve the intent of the program, it will be submitted to the Department of Housing and Community Development for review and approval prior to the adoption by the Dillwyn Town Council.  The Dillwyn Business Loan Program will be implemented in a manner consistent with equitable treatment to all program applicants and participants.

Complaints and Appeals Procedure

Oral complaints of any nature and by any party shall be documented and resolved by the Dillwyn Town Council as informally and quickly as possible.  Written complaints received by the Town of Dillwyn will be resolved and documented in consultation with the Business Loan Pool Board.  The person making the complaint will be notified in writing of the decision.  All written complaints will be addressed within fifteen (15) days of receipt and resolved within thirty (30) days and documentation retained for review.  Barring a resolution of the complaint by the Board, the complaint may be taken to the Town Council where a non-legal resolution is final.  The final appeal will be addressed in writing to DHCD.  Beyond this step, the complainant may seek a legal remedy in the local court of jurisdiction at complainant’s own cost
Recordkeeping

The Business Loan Pool Board Secretary will be responsible for keeping the minutes of its monthly or bi-monthly meetings. The minutes will be archived in the Town of Dillwyn office.  The Board will also be responsible for tracking the number of businesses assisted by, and participating in job creations, start-up financing, etc.  Documentation of private investments made by property owners within the project area either through source documentation (such as invoices, payroll reports, etc.) or through affidavit will be made by the Board and submitted to the Town. 
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