CITY OF BABBITT

ECONOMIC DEVELOPMENT
AUTHORITY

Loan & Economic Assistance Application

Return Application to:
City of Babbitt Economic Development Authority
71 South Drive
Babbitt, MN 55706
cityadmin@babbittmn.gov



OVERVIEW

The Economic Development Revolving Loan Fund for the City of Babbitt Economic
Development Authority (EDA) provides assistance for business either located in, or relocating to
the City of Babbitt. Eligible uses of the funds include lands and building purchase, building
construction, building renovation/expansion, machinery & equipment, and working capital. The
loan criteria provided details of the general terms of the Economic Development Revolving Loan
Fund.

The purpose of the fund is to provide "gap" financing to supplement conventional bank loans for
new and existing business expansion, to retain and/or create jobs, to expand the local tax base
and to encourage new business investment in the community.

APPLICATION PROCEDURE

The Economic Development Authority will gather all necessary information on the project from
the interested business or individual and verify that the proposed project is eligible for
consideration of a loan from the Economic Development Revolving Loan Fund.

APPROVAL CONSIDERATIONS

The EDA will evaluate all submitted information, specifically looking at the strengths &
weaknesses of the business, its potential for success, its overall credit worthiness, and how well
the project supports the economic development goals of the community.

Generally, the following criteria will be used in reviewing loan applications:

e Job Creation/Retention e Equity or Cash Commitment
e Economic Impact e Credit Worthiness of Applicant
e Collateral Coverage e Leveraging of Other Funds

APPLICATION REQUIREMENTS
The following items must be provided before the EDA can proceed with their review

e Completed Economic Development Loan Application
e Copies of applicant's most recent business plan, along with applicable attachments

LOAN APPROVAL

Upon final approval by the EDA, any required documentation, including a promissory note,
personal guarantees, and/or mortgage will be prepared for loan closing. All fees related to
document preparation, along with any legal and recording fees, are the responsibility of the
borrower.

RIGHT OF REFUSAL
The City of Babbitt EDA may deny any project which it deems inappropriate according to the
guidelines established in this document.



LOAN CRITERIA

ELIGIBLE BUSINESSES
Businesses must be located, or willing to relocate within the corporate boundaries of the City of
Babbitt.

ELIGIBLE USES OF THE FUNDS

e Land and Building Purchase e Machinery & Equipment
e Building Construction e  Working Capital

¢ Building Renovation/Expansion
INELIGIBLE USES OF FUNDS

e Purchase of equity positions in business
e Refinancing of existing debt
e Personal and other General Operating Expenses

LOAN TERMS AVAILABLE

Up to ten-year terms are available. Each loan term will be determined on a case-by-case basis.
Equipment loans will generally not exceed 5-7 years and will not go beyond the depreciated life
of the asset being financed.

INTEREST RATES
Interest rates will range from 2% to Prime Interest Rate +3%. Interest rates will be fixed and
determined on a case-by-case basis as recommended by the EDA.

JOB CREATION & WAGE REQUIREMENTS
Businesses that can demonstrate job creation are preferred. Jobs created must pay minim wages.

FEES
Approved borrowers are responsible for all legal fees, document preparation costs, recording and
filing fees. No origination or application fees apply.

EQUITY REQUIREMENTS
The borrower must provide a minimum of 10% of the total project costs as equity.

PERSONAL GUARENTEES
Personal guarantees are required of all persons having 20% or more ownership of the business.

COLLATERAL REQUIREMENTS
The EDA will review and take into consideration loan collateral coverage. The EDA may take a
subordinate collateral position to other lenders.

MANAGEMENT EXPERIENCE
Project that have capable, skilled management through experience or expertise in the applicant's



industry, either through previous successful business ownership or through appropriate
managerial support services, are preferred.

REPAYMENT ABILITY
Applicants must demonstrate adequate historical and/or pro-forma cash flow for the proposed

new debt.

LATE PENALTIES
The EDA may include late penalties for loan payments made after their due date.

LOAN DISBURSEMENT POLICY
The EDA will place restrictions on the disbursement of loan funds.

CONSDIERATIONS IN SETTING INTEREST RATES

e Size of the loan e Presence/Absence of other funding
e Length of the loan sources

e Use of the loan ¢ Financial strength of ownership

¢ Inflationary expectations ¢ General economic conditions &

¢ Interest rate expectations expectations

e Perceived risk of the project e Type & size of building

e Amount of ownership of equity e Number of jobs created

e Wages paid

** Considering all of these factors, loan interest rates are set at the sole discretion of the City of

Babbitt EDA

ATTACHMENTS
The following items should be enclosed with this application:

1. Business Plan- This should be as recent as possible and include:

a.

History & Description of Business- Briefly describe the past operation of the
business and/or events leading up to its creation. Include information on the
product lines or services, industry, management, and key employees as well as the
operations growth and affiliates.
Project Summary- Briefly describe the project you are proposing. Indicate the part
of the project the loan would be used for. Include information on any existing
financial or legal situations of the applicant that might affect the credit worthiness
of this application.
Marketing Plan- Detail the marketing strategy and describe how it will support the
planned business expansion or start-up. Include information on the following:

i. Current customers and target markets (provide copies of any contracts,

purchase orders, etc. that relate to the loan request).
ii. Manufacturing process and materials



1ii. Major suppliers
iv. Competition and comparison of products
v. Pricing, distribution, and promotion

d. Business Financial Statements- If available, please include independently
prepared financial statements, prepared according to General Accepted
Accounting Principles (GAAP). Provide balance sheets, income statements, and
statements of cash flow for the past three fiscal years.

e. Projections- Provide pro-forma balance sheets, income statements, and statements
of cash flow (in both monthly & annual basis) for the next three years. Define the
assumption used to derive the projections.

f. Personal Resumes & Financial Statements- Provide resumes of all principals as
well as current, signed and dated personal financial statements on all principals
with a financial interest in the business.

2. Interim Statements- Provide balance sheets, income statements, and statements of cash

flow that are less than 90 days old, if the business plan does not contain information that
is curren.t
3. Commitment Letters- Include any commitments from banks and other participating

lenders stating the terms and conditions of their financing.
4. Oter Required Attachments
a. A letter from the County Auditor verifying that there are no outstanding

judgements or tax liens against the business, property, or owners of the business.
Evidence of payments of last quarter's payroll and sales tax
c. Evidence of Worker's Compensation coverage

SUPPLEMENTAL ATTACHMENTS
The following attachments may be required, if applicable:

e Appraisals/Proposed Lease/Purchase Options or Agreements- an independent appraisal
paid for by the applicant that may be required for any real estate which is subject of the
proposed financing, or which is offered as a major source of collateral to secure the loan.
Also, include copies of existing or proposed lease(s), purchase options or agreements, or
other financial arrangements.

o Affiliates- provide a description of any affiliates or subsidiaries of business or principles
requesting assistance, as well as balance sheets, income statements, and statements of
cash flow for the past three years for those entities.

APPLICANT AGREES TO THE FOLLOWING:

e Immediate repayment of the entire outstanding balance of the loan will be made if the
business relocates outside the corporate limits of the City of Babbitt
e Compliance with any/all deadlines set by the Babbitt EDA



e Company financial documents will be available for inspection by the City of Babbitt
EDA upon request.

I certify that the firm known as:

I/we agree to abide by all the requirements of this application and that all information provided
to the City of Babbitt Economic Development Authority (EDA) for this project is true and
correct. I/we authorize the City of Babbitt EDA to check credit references and verify financial
and other information. I/we agree to provide any additional information as may be requested by
the EDA.

Authorized Signature & Title Date

Printed Name



APPLICANT INFORMATION

CONTACT INFORMATION

Legal Name of Business Federal Tax ID No.

Project Site Address

Current Mailing Address

Contact Person(s)

Business Phone Business Fax
Home/Cell Phone Email
Business Structure: ~ Sole proprietor  Partnership  S-Corporation  C-Corporation

NAME & ADDRESS OF BUSINESS OWNERS

Name Title
Phone Ownership % SSN
Name Title
Phone Ownership % SSN
Name Title
Phone Ownership % SSN

** Add additional sheets if necessary



PRIMARY BANKING INFORMATION

Bank Name: Contact:

Phone:

ACCOUNTANT INFORMATION

Firm Name: Contact:

Phone:

PROJECT SUMMARY

Amount Request: Total Project Cost:
Project Type:

New Construction for Start-Up Business
New Construction for Existing Business
On-Site Expansion

Equipment Purchase

Other:

N O B A O

Please give a brief summary of your business and its products/services:

Please give a brief summary of the project:

Please describe how this loan will impact your project:




PROJECT COST DETAIL

Land & Site Improvements

Buildings

Machinery & Equipment

Working Capital
Other Project Costs
Total Project Cost
Total EDA Funds

** Include a cost breakdown of all cost details on a separate page

FINANCING DETAIL

Use of EDA Funds

Equity

Bank 1

Bank 2

EDA

Other

Funding Source | $

% of Total

%

%

%

%

%

Term of Loan N/A

Yrs.

Yrs.

Yrs.

Yrs.

Interest Rate %

%

%

%

%

Monthly Pymt | §

Lien Position
(1,2,3 etc.)

Approved?

COLLATERAL ASSIGNMENTS

Collateral Provided

Position of EDA

Book Value

ost

Existing Lien

LA A A ||

el el ca il @)

h || |||

Total Collateral (Must agree with EDA Financing




EXISTING BUSINESS FINANCING OBLIGATION

Creditor Name & Contact Info | Original Amt. | Current Balance Monthly Pymt Maturity Date

$ $ $
$ $ $
$ $ $
$ $ $
$ $ $
$ $ $

JOB WAGE GOALS

Current # Employees Total Payroll

Jobs to be created- Please provide the following information on jobs you expect to create within

2 years

Job Title

# of
Jobs

Avg. Hourly
Wage

Annual
Salary

Permanent/Temp

Expected Hiring
Date

Total number of full-time equivalent (2,080 hours/year) jobs:

Will this project retain any jobs?

PROJECT OBJECTIVES

Check all that apply

If so, How Many?

"] The project contributes to the fulfillment of the city's approved and adopted economic

development and/or redevelopment plans
1 The project prevents or eliminates slums and blight

]

The project increases the local tax base

"1 The project brings a structure into compliance with an existing building code violation

10




