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INTRODUCTION

The North Central Economic Development Association, Inc. (NCEDA), was set up as a
non-profit corporation by the Region Five Development Commission to run a regional
revolving loan fund for business development and to provide related services. NCEDA's
fund includes federal and local dollars, and is designed to offer fixed-asset and/or
working capital financing primarily to private manufacturing projects on a long-term
basis. Projects must be located within Cass, Crow Wing, Morrison, Todd, and Wadena
counties.

The NCEDA Corporation members include three representatives from each county.
These representatives include, one city representative, one county representative, and one
economic development representative residing in the county. The NCEDA Loan
Committee makes the decisions on all applications.

PURPOSE OF NCEDA FINANCING

The four main purposes of NCEDA financial assistance are:

1. To create or retain permanent, private sector, full-time
jobs in the region, preferably for the underemployed and unemployed.

v/ To provide capital for business development and expansion within the region,
especially for businesses unable to obtain adequate, affordable capital from the
private capital market;

3. To leverage other public and private investment in order to achieve the maximum
number of jobs per NCEDA dollar,

4. To bolster the tax bases of local units of government.

Furthermore, stated goals of the NCEDA Fund include:

- Increase ownership/entrepreneurship opportunities for small-business persons in
the region, especially women and minority persons.

- Increase manufacturing activity in the region through capital formation,
- Support innovative products and processes, especially in agriculture.
- Creale or retain one job for every $10,000 of NCEDA funds lent.
A clear objective of the Fund is to participate in projects which attract "new" private

capital. It is not the intent of the Fund to reduce existing private exposure in a
borrower's liability structure, i.e., NCEDA will not merely re-finance debt.
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ELIGIBLE COSTS

Project costs that NCEDA may finance include:

acquisition and/or improvement of land, buildings, plant and equipment;

new construction (Federal Davis Bacon Regulations apply) or renovation of
existing facilities:

demolition and site preparation;
machinery purchase;

working capital: inventory and accounts receivable.

INELIGIBLE COSTS

professional fees;

acquisition/improvement of real property for subsequent lease.

NCEDA PARTICIPATION CRITERIA

NCEDA retains some flexibility in the types of projects it may participate in; in general,
projects must meet the following criteria:

The community must be willing to put up the local match funds. (One-fourth of
the NCEDA total);

One job should be created or saved for every $10,000 in NCEDA funds;

The project should leverage new investment by the local bank (can be waived by
NCEDA);

The project should include a borrower's equity contribution of a minimum 10% of
the total project cost.

NCEDA PARTICIPATION CEILINGS

NCEDA may finance no more than 50% of a borrower's working capital needs;

NCEDA may finance no more than 33% of the cost of the project that does not
include bank financing;

NCEDA may finance no more than one-hall the cost of a project that does include
local bank participation.

MNCEDA Revolving Loan Fund Page3 4/18/2007
Phone 218 894 3233 Fax 218 894 1328



LOAN FEES

Loan Origination Fees - A loan origination fee shall be charged at the time the loan
committee authorizes the submittal of a formal loan application. A minimum fee of $350
is nonrefundable. In addition, fifty (50) percent of any fee above the minimum fee is
nonrefundable. Fees will be charged according to the following lormula:

Loan Amount
Loan Fee = 90 + $300

All origination fees will be used only for the administration of the fund.

If the bank is unable to provide NCEDA a participation agreement, the applicant will be
responsible for other closing costs associated with the NCEDA financial portion of the
project.  Attorney related closing costs normally are $350 - $400 depending on the
responsibilities.

INTEREST RATES

NCEDA views interest rates charged on its loan as one means of providing financing to
businesses that can not otherwise obtain adequate, affordable capital. Interest rates,
however, are not the only mechanism at NCEDA's disposal. NCEDA may extend term,
defer principal and/or interest payment, or take a subordinate security position.

NCEDA will view a successful application as one that takes all the components of the
loan package into account, and not merely a single variable, Within Federal limits, these
components are negotiated by the borrower and NCEDA.

The minimum interest rate NCEDA can charge is Tour (4) percentage points below the
current U.S. Treasury rate for issues of similar maturity, or the maximum rate allowed

under Minnesota law, whichever 1s lower.

NCEDA will include in the loan agreement the relevant newspaper quotation on current
Treasury rates as of the Board's loan approval date,

NCEDA may evaluate and re-set the interest rate on a loan periodically. Such
evaluations may take place annually.

TERM OF LOAN

The term will match the useful life of the assets except for working capital, which shall
have a maximum term of three (3) years. Fixed assets shall have a maximum term of
fifteen (15) years, using a weighted average of total useful life and present value for land
and buildings.
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COLLATERAL REQUIREMENTS

The Loan Committee shall make no unsecured loans. Working capital shall be
collateralized by any assets and any possible security positions deemed appropriate by the
Loan Committee. For example, it may accept unconventional forms of security such as
personal guarantees, assignments of contracts for deed, or other creditor's interest in
property, and subordinate positions to other private financing.

CONFIDENTIALITY

The members of NCEDA, Inc. and its support staff are pot authorized to discuss loan
applications or other business contacts related to the RLF with any persons other than
loan officers of involved financial institutions and representatives of public business
finance programs. Files belonging to NCEDA are not open for public inspection; nor
may the Region Five Development Commission inspect files on an individual firm
without the consent of the firm.

NCEDA is, however, required to inform any local unit of government of projects being
considered in its jurisdiction. Such information will net include financial statements of
the firm.

NCEDA considers it proper lor NCEDA to check the credit history of the applicant.

NEED CRITERION

It is the policy and purpose of NCEDA to provide gap financing to business projects that
offer job creation and private investment gains to the regional economy.

This means that NCEDA will make up the difference in a loan package between public
and private financing available to a firm and the total needed for its project.

To determine whether the [irm needs NCEDA participation, NCEDA will assess the
commitment of other sources of financing. NCEDA is required to participate only in
projects that include a local bank. Documentation will be required, such as bank
rejection letters or other appropriate documentation to verify that the Revolving
Loan Fund will not be substituting for private financing.

It may occur that firms with a low debt-to-asset ratio are unable to obtain adequate
financing from the local bank. In any case NCEDA will compare when possible the
applicant's debt ratios to industry averages. The possibility 1s not ruled out that NCEDA
might judge a firm to have such financing capacity as not to require NCEDA assistance.

In general NCEDA will not participate in loans where the applicant is a large corporation
(assets over $10 million) based outside the region.
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