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SBDCED POLICY & PROCEDURES
1. GENERAL PROVISIONS

1.1 Title

These regulations shall hereinafter be known, cited, and referred to as the “Sturgeon Bay and Door County
Economic Development Loan Fund (SBDCED Loan Fund) Policies and Procedures Manual”

1.2 History & Purpose

The SBDCED Loan Fund was established after the State ended the Federal Revolving Loan Program in 2019.
The City and County worked cooperatively to establish a new countywide program to meet the financing gaps
for businesses. The program was initially funded with dollars from both the City and County.

This manual sets forth criteria that shall govern the Sturgeon Bay Door County Economic Development Loan
Fund (hereinafter referred to as the Program).

1.3 Definitions
Fixed Asset Investment: Expenditures on land, buildings, machinery and equipment.

Leveraging Funds: Owner equity and sources of funds other than the SBDCED Loan Fund.
Matching funds may include loans to be repaid to other state or federal programs,
grants from state or local partners. Match does not include:

* In-kind contributions or services;

» Existing assets;

+ Existing equity;

* Projected operating cash flow;

» Existing bank line of credit amounts (Pre-existing financing); and
* Pledge of equity in assets owned outside the business.

Owner Equity: Owner capital for use in the project. Cannot include equity pledged in outside
collateral. Borrowers would need to get a separate loan against such assets and
inject the loan proceeds into the business.

Working Capital: Generally considered the capital of a business which is used in its day-to-day
operations, calculated as the current assets minus the current liabilities.

1.4 Objectives

The Program shall serve as an economic stimulus in Door County. Economic development activities assisted
with funds made available through the Program are intended to meet defined objectives, including the
following:

1. To encourage the leveraging of new private and public investment into Door County in the form of fixed
asset investment, particularly in land and buildings, this fund is generally not designed to be a sole
source of project financing;

2. Toincrease tax base for communities in Door County;

3. To encourage creation and retention of permanent jobs that provide quality wages and benefits;



4. To perpetuate a positive and proactive business climate which encourages the retention and expansion
of existing businesses and helps to attract desirable new businesses;

5. To implement the economic goals and objectives of Door County communities;
6. To maintain and promote a diverse mix of employment opportunities;
7. To promote agricultural, commercial, and industrial development in Door County;

8. To encourage the development and use of modern technology, and create safe and healthy work
environments; and

9. To encourage an environmentally sensitive and sustainable business community, and to encourage
development within existing countywide infrastructure, as opposed to sprawl, e.g. adjacent to City of
Sturgeon Bay infrastructure.

10. To ensure that a Project within a Sewer Service Area is reviewed for potential service connections.

1.5 Amendments

This manual may be amended at any time. Any amendments made to this manual shall be approved by the
DCEDC Board, Sturgeon Bay Common Council and the County Finance Committee.



2. ADMINISTRATION

2.1 Door County Economic Development Board (DCEDC BOARD)

The DCEDC Board shall:

¢ Manage the Program. It will accept the loan funds, assume the loans and legal responsibilities from both
the City of Sturgeon Bay and County of Door RLF funds, and act as the oversight Board.

¢ Have lending authority for the loan funds and shall delegate authority to the DCEDC Revolving Loan
Fund Committee to approve loans for up to a maximum of $400,000 which comply with the policies and
procedures set forth for each loan program.

¢ Adjust internal policies to meet the needs of the Program.

¢ Review loan performance and activity reports.

e Approve all litigation costs and deficiency judgments. The DCEDC Board shall approve all collection
actions, including collateral foreclosure, repossession, and legal actions.

e Approve all investment policies involving unused funds.

e Ensure a balanced portfolio of loans outstanding.

2.2 DCEDC Revolving Loan Fund Committee

A DCEDC Revolving Loan Fund Committee shall be established to provide the primary oversite to the
Program. It shall consist of 5 members and 2 alternates that have skills in business, finance, credit analysis,
loan packaging and loan servicing and needs to be cognizant of city and county economic needs and priorities.
The committee shall be composed of the following members:

e One member nominated by the City of Sturgeon Bay

o One member nominated by the County of Door

e Three members and 2 alternates nominated by the DCEDC Board
All members and alternates shall be approved by the City, County and DCEDC Board. Alternate(s) shall be
eligible to participate in loan review activities and vote upon loan applications whenever regular member(s) are
unable to participate due to absences or conflict of interest.

The DCEDC Revolving Loan Fund Committee shall:

e Review loan applications based on the lending authority as governed by the manual.

e Review and approve or deny loan applications up to a maximum of $100,000 without board approval.

¢ Review and make a recommendation to the DCEDC Board regarding loan applications over $100,000.
Board approval is required for loans over $100,000.

e Approve all amendments to loan terms and conditions after loans are closed based on the outstanding
balance

e Comply with the Wisconsin Open Meetings Law

2.3 DCEDC Program Administrator

The Program Administrator shall be the DCEDC Executive Director and other DCEDC staff as designated. The
Program Administrator shall:
¢ Manage loan portfolios on a daily basis — make recommendations as appropriate, and oversee the
underwriting, closing, and collection on loans in full accordance with the lending policies and procedures
established by the DCEDC Board.
e Provide administrative services for the orderly administration of the Program.
¢ Review all loan application and ensure they are complete before forwarding onto the DCEDC Revolving
Loan Fund Committee.
e Maintain separate accounting records, prepare reports on the use of program funds, and keep the Board
advised on any loan delinquency and default issues.



o Prepare the necessary performance reports for the DCEDC Board, the City and County on a semi-
annual basis.

e Contract for any other services as necessary, including legal counsel, auditing firm, etc. as directed by
and paid for as authorized by the DCEDC Board.

e Be responsible for the investment of loan funds in an FDIC insured interest bearing account.

e Engage in marketing to increase awareness of the program

2.4 Conflict of Interest

A Conflict of Interest includes situations when a DCEDC Board Member or Revolving Loan Fund Committee
member’s personal financial interests or fiduciary duties owed to third parties, such as immediate family, may
compromise, or have the appearance of compromising, the DCEDC Board or Revolving Loan Fund Committee
member’s professional judgment or behavior in carrying out his or her obligation to the Program.

Examples of conflicts of interest include but are not limited to situations in which a Board Member or Loan
Review Committee member:

1. Involved in any activity or holding any outside interests that conflict or suggest a potential conflict with
the Program.

2. Involved in or owning any business investments which are related to or connected with the Program.
3. Is Presently involved in or contemplating any legal action against the Program.

4. |s Applying for, or receiving, any special services, grants, loans or other benefits provided by the
Program, or have pending contracts with the Program.

The DCEDC Board shall maintain a policy to address how issues of actual, potential and perceived conflicts of
interest involving Board members should be identified, disclosed and managed. Board Members and
Revolving Loan Fund Committee members having voting authority will complete a Conflict of Interest form
annually. The forms will be reviewed for conflicts by the Program Administrator and remedial actions identified.
Most concerns about conflicts of interest may be resolved and appropriately addressed through prompt and
complete disclosure.

Board members and Revolving Loan Fund Committee members that have a conflict of interest shall abstain
from participating in, or voting on, any loan applications or issues to which the conflict pertains.

2.5 Confidential Information

While serving as a representative of the Program, members will have access to and become familiar with
various confidential information including: client names, key management, proprietary information, financial
data, etc. Representatives of the Program acknowledge that this confidential information is owned and shall
continue to be owned solely by the Program.

Representatives shall not use this information for any purpose or divulge this information to any persons outside
of the Program unless this information is presented during open meeting sessions where the public is allowed to
be present, has already become common knowledge, or being compelled to disclose it by virtue of
governmental or legal process.



3. ELIGIBILITY

3.1 Eligible Area

The area served by the Program shall lie within Door County Wisconsin.

3.2 Eligible Applicants

Applications may be submitted by the sole proprietor, managing partner or member, or Chief Executive Officer
of any business wishing to establish a new operation or expand an existing operation in Door County Wisconsin.
Applicants shall submit an application using the most current form available from the DCEDC, or the DCEDC
website at www.DoorCountyBusiness.com.

Applicants must demonstrate that the proposed project is viable and that the business will have the economic
ability to repay the funds. Applicants shall comply with all applicable local, state, and federal laws and codes.
Applicants must agree to remain physically located in Door County during the term of the loan.

Business and proposed use of funds must be in Door County. Each Applicant is expected to have good
character, strong commitment to their business idea, signs of feasibility and economic viability, and a credit
history to suggest a reasonable assurance the loan will be repaid. The applicant should have some
management skills or relevant industry experience to support the project’s purpose.

To qualify for funding, eligible applicants must complete an application and submit all relevant supporting
documentation. Only when all the necessary documentation has been submitted will the application be
processed and presented to the DCEDC Revolving Loan Fund Committee for formal action.

All Applicants must be current in all tax payments at all levels, including any fees to be assessed by the
municipality, or be current in an approved plan to pay taxes or fees.

No member or any other official, employee, or agent of DCEDC, or anyone who exercises decision-making
functions or responsibilities in connection with the implementation of this program is eligible for financial
assistance under this program. Anyone receiving financial assistance under this program who would be
eligible for a position involving decision-making on behalf of the Program, will require approval by the DCEDC
Board and a written agreement that describes the position and obligation of each party.

3.3 Eligible Activities

The loans shall primarily finance small to medium sized projects with business loans at or below market interest
rates that provide an economic benefit to the County. Projects proposed for funding must address one or more
of these objectives:

1. Acquisition of land, buildings, and fixed equipment. The borrower must occupy at least 51% of the

leasable space in the purchase of real estate with mixed use of residential and commercial space.

Investment properties (all commercial tenants where the borrower occupies a portion of the space) will

be considered on a case-by-case basis.

Approved site preparation, construction, and reconstruction for non-speculative projects;

Installation of fixed equipment providing that installation costs are less than 10% of the cost of the

equipment.

4. Approved clearance, demolition, removal, rehabilitation or construction of buildings and improvements;

5. Payment of assessments for sewer, water, street, and other public utilities, if the provision of the facilities
help business expand;

6. Working Capital, which finances short-term operating expenses.
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7. Micro financing;
8. Financial assistance for recovery expenses incurred from a governor-declared natural disaster.

3.4 Ineligible Activities
The Program shall not be used for any of the following activities:

1. Refinancing or consolidation of existing debt;

2. Specialized equipment that is not essential to the business operation;

3. Residential building construction or reconstruction (unless such reconstruction is intended to convert the
building to a business or industrial operation);

4. Non-business expenses;

5. Routine maintenance;

6. Relocation of a business from one community within the regien County to another community within the
County without extenuating circumstances;

7. Compensation for a fundamental business weakness or a poor credit history; and

8. Other activities the DCEDC or Revolving Loan Fund Committee may identify during administration of the
program;

9. Reimbursement for expenditures made prior to loan approval,

10. Other activities that may be identified during the administration of the program.

3.5 Ineligible Businesses
The Program shall not be used to projects relating to the following businesses or activities:

Speculative investment companies;

Real estate investment companies;

Lending institutions;

Non-public recreation facilities;

Gambling operations and

Other businesses not serving the interests of the community.

ook wWN =

4. LOAN TYPES

4.1 Revolving Loan Fund

Purpose: The purpose of the RLF is to provide financing to strategically targeted businesses unable to obtain
adequate market financing for projects of economic benefit to Door County (e.g., projects that promote
economic growth in Door County through recruitment, expansion, and retention of business and industry). The
RLF shall provide financing to fill gaps in the local markets and to stimulate private sector capital investments.
The RLF shall not be the primary source of financing for projects and will work in partnership with lending
institutions.

RLF Terms and Conditions: Loan terms and conditions shall be based on need and ability to repay. Standards
shall include the following:

1. Loan Size: Loan amounts are subject to fund availability and the scope and type of project being
undertaken. Generally, loans shall range in size from $25,000 to $400,000 and should represent no
more than 50% of a project’s total cost, except under special circumstances at the discretion of the loan
review committee or Board of Directors. The maximum loan per project is $400,000.

2. Owner Equity: A minimum of 10% equity injection of total project cost is required. (See “Definitions” for



further explanation.) For new businesses a minimum of 10% must be cash injection.

Interest Rate & Fees: The interest rate, rate floor, and fees will be established to provide a margin that

will compensate for DCEDC’s administrative costs. The DCEDC may negotiate the interest rate as
appropriate given the risk level, qualitative job creation, community impact, and competitive financing
terms. The application fee of $100 should be submitted with the application and is non-refundable. In
addition, the closing fee is 1.0% of the loan amount. Late fees will be 5.0% of the outstanding amount
will be levied for payments that are more than fifteen (15) days overdue with a minimum of $25 and
maximum of $250. The Revolving Loan Fund Committee will have final review and approval of the rate
when the loan is presented.

Loan Terms.
1 |Working Capital and Inventory Not to exceed 5 year term
2 [Machinery, Equipment, and Typically 5-7 years, not to exceed 10 years or the life of
Furniture & Fixtures pledged assets, the lesser thereof
3 |Real Estate Not to exceed 10 year term but may be amortized up to 25

years

Balloon payments may be utilized for all loan types.

Collateral. The DCEDC Revolving Loan Fund Committee shall seek the best collateral position possible,
including personal assets and personal guarantee. Real estate and equipment are common assets
pledged.

Where ideal conditions allow loans to be fully collateralized the following table is a general guide for
advance ratios on collateral:

1 [Real Estate (except fallow, recreational, [80% of the lowest of the appraised value, the assessed value, and
or restricted land) the purchase price. Case-by-case consideration if advance ratio is
over 80% for home buyer loans and over 90% for business loans.
Fallow, recreational, or restricted land  [00% of the lower of face or market value if it is fallow, recreational, or
restricted land
2 |[Equipment (medium to large size) 75% of market value
3 |Hand held tools and small Equipment  [50% of market value, special consideration up to 75% if newly
purchased
4 [Furniture, Fixtures and Office Up to 50% of market value
Equipment
5 |Inventory and Raw Materials Up to 50%
6 [Vehicles (cars & trucks) 75% of blue book value
7 |Recreational vehicles Considered on case-by-case basis, typically no more than 50%
8 |Depository accounts 100% if held in reserve for SBDCED as the lender otherwise
considered unsecured
9 |Agreements to deliver Considered unsecured
10 |Renewal commissions Considered unsecured

Guarantees. Unlimited personal guarantees are required from any person with a 20% or greater
ownership interest in the business. Corporate guarantees are required, if applicable.




7.

8.

9.

Repayment. Monthly payments required. ACH transaction shall be set up for all payment. Under special
circumstances, payment of interest and/or principal may be deferred for a period of time not to exceed
twelve (12) months.

Prepayment. There shall not be any prepayment penalties.

Business Location. Loans shall be approved by the DCEDC Revolving Loan Fund Committee or
DCEDC Board with knowledge and consideration of the location of the business. It is expected that
businesses will remain at the location identified in the loan request. Businesses must remain in Door
County for the term of the loan; businesses owning (not leasing) their location of operation must obtain
DCEDC Revolving Loan Fund Committee approval for relocation plans.

4.2 Micro-Loan Fund

Purpose: The Micro Loan Fund is designed to provide small loans to start-up, newly established or growing
small businesses. A key objective of the program is to assist business owners who have traditionally had
difficulty accessing debt financing.

Use of Funds: Funds may be used for working capital, inventory purchases, machinery and equipment,
furniture, fixtures, supplies, leasehold improvements, minor building renovation/rehabilitation, or natural disaster
recovery.

Terms and Conditions: Loan terms and conditions shall be based on need and ability to repay. It is the intent

of the Micro loan to be as flexible as possible while operating in accordance with prudent lending policies.
Standards shall include the following:

1.

2.

Loan Size: $5,000 to $25,000

Matching Funds: Matching funds shall be a minimum of 20% of the project costs.

Interest Rate. The interest rate shall be determined by the DCEDC loan committee.
Loan Terms. Not to exceed 5 years. Consideration shall be given to the type of assets pledged.

Collateral. Collateral is required and will usually take the form of a security interest in all of the
applicant’s assets. Real estate and equipment are common assets pledged.

Personal Guarantees. Unlimited personal guarantees are required from any person with a 20% or
greater ownership interest in the business.

Repayment. Monthly payments are required. Under special circumstances, payment of interest and/or
principal may be deferred with Board approval for a period of time not to exceed twelve (12) months.
Requests for consideration to extend deferred payments may be considered by the Board on an annual
basis. Interest only loans should be reviewed a minimum of every six (6) months. Loans that defer
principal and interest should be monitored every month until payments resume whereby the next review
should be scheduled within six (6) months. ACH transaction shall be set up for payments.

Prepayment. There shall not be any prepayment penalties.

Business Location. Loans shall be approved by the DCEDC Revolving Loan Fund Committee with
knowledge and consideration of the location of the business. It is expected that businesses will remain
at the location identified in the loan request. Businesses must remain in Door County for the term of the
loan; businesses owning (not leasing) their location of operation must obtain DCEDC Revolving Loan




Committee approval for relocation plans.

10. Fees. Fees will be established to provide a margin that will compensate for DCEDC’s administrative
costs. The DCEDC may negotiate the interest rate as appropriate given the risk level, qualitative job
creation, community impact, and competitive financing terms. The application fee of $100 should be
submitted with the application and is non-refundable. In addition, the closing fee is 1.0% of the loan
amount. Late fees will be 5.0% of the outstanding amount will be levied for payments that are more than
fifteen (15) days overdue with a minimum of $25 and maximum of $250. The Revolving Loan Fund
Committee will have final review and approval of the rate when the loan is presented.

5. APPLICATION PROCEDURES

5.1 Requirements

Prior to applying, the applicant shall discuss the project with the Program Administrator. An application form
shall be provided to the applicant. The Program Administrator or assigned staff shall assist the applicant, as is
reasonably necessary, in completing the application. All financial information shall be kept confidential, except
as authorized or required by law.

5.2 Timing
Applications may be submitted at any time during the calendar year.

5.3 Priority

Applications shall be reviewed in the order received. Priorities for loans shall be established by the Program
Administrator or assigned staff based on the amount of funds available.

5.4 Economic Development Loan Package
Applicants shall submit a loan package consisting of the following information:
1. Application. A completed application form as provided by the Program Administrator.

2. Business Description. A written description of the business, including the following:

a) A brief history of the existing or proposed business, including when it started or is to start, type of
operation, legal structure, markets, and products.

b) Key customers and clients (confidential except as authorized or required by law).

c) A brief personal resume of each principal and officer associated with the business, including:
number of years of experience; educational background, and personal involvement in the proposed
or existing business.

d) Three years of financial history (if applicable), preferably reviewed or audited in accordance with
generally accepted accounting principles by an independent accountant, including balance sheets,
profit/loss statements, and accountant notes (confidential except as authorized or required by law).

e) Personal financial statement, tax returns.

3. Project Description: Explain how the business plans to use the requested funds.

4. Commitments from Private and Other Public Lenders: Include documentation of commitments from all
private and other public lenders making loans in the project. Lender commitment letters should include:
a) Description of the type of loan being made by the lender (first mortgage, permanent financing,
construction financing, etc.) (confidential except as authorized or required by law);
b) The amount, interest rate, terms, and security of the loan (confidential except as authorized or




required by law); and
c) Statement that the loan is contingent only on the receipt of Program financing, if applicable.

Projections: Provide balance sheets, income statements, and cash flow statements to clearly show the
requested loan is necessary to make the project work (confidential except as authorized or required by
law). These should cover a three-year period (or to the projected break-even point) and should assume
that the business will receive the requested loan. Financial projections shall be prepared preferably by
an independent accountant.

Additional Information: Additional information as may be required by the Program Administrator or
assigned staff. Certain information provided in the application materials may be deemed confidential by
the Program Administrator.

5.5 Application Fee.

All submitted applications shall include the required fee which his non-refundable.

5.6 Review Process

1.

Staff Review/Meeting Establishment. The Program Administrator shall compile the application and
supporting documents required to underwrite the loan and verify the loan request meets program

criteria and follows prescribed standards. The applicant shall be notified as to the date and time of
DCEDC Revolving Loan Fund Committee meeting. The applicant is required to attend the meeting.

RLF Committee Review: The DCEDC Revolving Loan Fund Committee shall meet in person,
teleconference, or video conference to formally review the loan package, the business’s historic cash
flow and principals’ credit score(s). In reviewing the application, the Committee shall ensure that:

a) The recipient can repay the proposed assistance

b) Project costs are reasonable

c) All sources of project financing are committed

d) Private capital is invested

e) The project is financially feasible

f) To the extent practicable, the return on the owner’s equity investment will not be unreasonably high

g) The project does not enable a business to compete unfairly with existing businesses in the community
offering similar goods or services.

RLF Committee Action. The DCEDC Revolving Loan Committee may approve, reject, or request
additional information about the application. Loan approval requires a minimum of at least 3 votes to be
approved or forwarded on to the DCEDC Board. For loans exceeding $100,000 the Committee shall
make a recommendation to the DCEDC Board, with approval or denial of the application being made by
the DCEDC Board.

DCEDC Board Action. For loans exceeding $100,000 the DCEDC Board shall review the
recommendation of the DCEDC Revolving Loan Fund Committee and shall approve or deny the loan
application by majority vote.

Commitment Letter: Upon approval by the DCEDC Revolving Loan Fund Committee or DCEDC Board,
the Program Administrator shall issue a commitment letter to the loan applicant setting forth the terms
and conditions of the loan. A loan closing shall be arranged to execute the necessary loan documents.

Rejection Letter: If the application is not approved, the Program Administrator shall send a letter to the
applicant stating the reasons for rejection and offer to meet with the applicant to explore ways to
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strengthen the loan request or to identify alternative funding sources.

5.7 Review Triggers

Changes prior to loan closing the loan request will be brought back to the Committee for reconsideration of the
approval. Any of the following changes with approved loans up to the time of closing will trigger a re-review:

Change in cash flow (+ or -)

Change in lender or lender’s terms

Change in location for borrowers purchasing real estate for the project

A material event (including circumstances that cause the Program Administrator to be uncomfortable).

BN =
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6.

LOAN CLOSING PROCEDURES

Prior to releasing funds, the following documentation must be in place or provided at the appropriate time
during the term of the loan:

1.

10.

11.

Acceptance of Loan Terms: Receipt of an executed acceptance of loan terms as provided for in the
notice of award.

Evidence of Permits, etc.. Documentation must be provided by the applicant that all necessary permits,
licenses, and any other registrations have been obtained prior to the release of Program funds. The
applicant and the project shall be in compliance with municipal and/or County zoning ordinances.

Loan Agreement: The Program Administrator, staff or assigned contractor shall prepare a loan
agreement, which shall be executed by a DCEDC Revolving Loan Fund Committee officer, Program
Administrator, and the Chief Executive Officer of the business.

Promissory Note: A promissory note shall be prepared by the Program Administrator, staff or assigned
contractor. The promissory note must be signed by the Chief Executive Officer of the business at the
time of loan closing. The note must be dated; it must reference the agreement between the Program
and the business, and it must specify the amount and terms of the loan funds delivered.

Security: Mortgage or lien instruments provided as security for all loans must be prepared by the
Program Administrator and executed at the time of the loan closing. The Program Administrator shall
record the instrument and place a copy in the project file.

Repayment Schedule: A loan repayment schedule shall be prepared by the Program Administrator and
be attached to both parties’ copies of the loan agreement.

Evidence of Program Expenditures: Documentation must be provided by the business to evidence
Program expenditures. Documentation shall include invoices, receipts for materials, approved requests
for payment, final bills of sale, or canceled checks. All documentation shall be reviewed and approved
by the Program Administrator.

Fixed Equipment: The Program Administrator shall verify the installation of fixed equipment.

Other documentation: As appropriate or necessary, the borrower may be asked to provide the following:
The Articles of Incorporation and Bylaws

A certificate of status from the Department of Financial Institutions;

Debarment Form

A resolution or agreement to borrow funds;

Current financial statements;

Evidence of having secured other funds necessary for the project; and

Other documentation as required by the Program Administrator.

@*0ooTw

Closing. With the above documentation in place, the Program Administrator or staff will schedule a loan
closing. All documents will be executed before funds are disbursed, and mortgages and UCC
Statements shall be recorded with the County Register of Deeds, Wisconsin Department of Financial
Institutions or the proper corresponding equivalent state agency in the business' state of incorporation.

Disbursement. Funds will typically be disbursed in proportion with other project funding. Project
Expenses incurred and paid by the client prior to loan closing may be counted as part of owner equity or
may be reimbursed to the client as a disbursement for eligible expenses, provided the expense incurred
was paid not more than nine months prior to the date of the loan closing. If it is requested, the SBDCED
loan portion of the project can be funded prior to the senior lender.
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7. POST LOAN APPROVAL REQUIREMENTS

7.1 Obligation of Loan Recipient

All applicants shall agree to comply with the following where applicable:

1.

9.

The applicant shall create or retain the prescribed number of jobs, iif job creation or retention is required
under the terms of the loan.

The applicant shall not discriminate on the basis of age, race, religion, color, handicap, sex, physical
condition, developmental disability as defined in s. 51.01(5).

The applicant shall use the loan money only to pay the cost of services and materials necessary to
complete the economic development activities for which the loan funds were awarded and shall permit
the Program Administrator the right of audit/inspection to verify compliance.

Project must be completed within twenty-four months from the date the funding is awarded.

The applicant shall permit inspections by the Program Administrator of all projects and properties
assisted with loan funds. Related project materials shall also be open to inspections that include, but
may not be limited to, equipment, payrolls, and conditions of employment. The applicant shall comply
with requests for inspection within four (4) working days of the request.

The applicant shall maintain records on the project as may be requested by the Program Administrator
or staff. These files shall be maintained as long as the loan is active.

. The applicant shall submit progress reports to the Program Administrator or staff in accordance with the

schedule in the loan agreement.

The applicant shall maintain fire and extended coverage insurance on the project property during the
term of the business loan. Sturgeon Bay Door County Revolving Loan Fund shall be listed as a "loss
payee" or "mortgagee" insured on the policy. Term life insurance may be required of the applicant to
cover the loan balance through the life of the loan.

The applicant must abide by all applicable local, state, and federal laws.

7.2 Approval of Loan Modifications

On occasion circumstances arise that prompt the borrower to request a modification to the loan terms,
collateral or security. It is understood that time is of the essence with loan modification requests; however, all
requests should have at least 2 weeks lead time for preparation and presentation to the appropriate level of
authority. Loan maodifications will be approved or denied by the same DCEDC authority based on the balance
of the loan at the time of the Modification Request.

1.
2.
3.

Collateral Substitutions can be approved by the DCEDC Board Chair.
Subordinations and Collateral Releases can be approved by DCEDC’s Executive Committee.
Payment and Terms modifications will be approved by DCEDC Board.

7.3 Private & Other Public Leverage Commitments

The Program Administrator shall monitor the use of the funds and expenditure of private leverage
commitments. Documentation may include invoices or receipts for materials and supplies, letters from lenders,
final bills of sale, and cancelled checks.
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7.4 Hiring of New Employees

The Program Administrator shall monitor the recipient's progress in meeting job creation or retention goals, if
required. Job creation/retention will be documented through the job status summary report, payroll reports, and
UCT 101 on an annual basis.

7.5 Default

1. In addition to any other grounds specified in the loan agreement, the following shall also be considered
grounds for default;

a. Failure of the business to make any payment of principal or interest within 30 days after the payment
is due and payable

Defaulting on other loans with private or other public lenders;

Cessation of operations or movement of the business or industry from Door County

Sale of the business

Death of an owner

Failure to comply materially with the obligations of loan recipient under section 7.1.

~0oo0UT

2. In the event of default, all sums due and owing the SBDCED Loan Fund shall become immediately due
and payable. To exercise this option, the Program Administrator shall send a written notice to the
business. The notice shall specify the following:

a. The default;

b. The action required to cure the default;

c. A date by which the default must be cured to avoid foreclosure or other collective action; and
d. Any penalties incurred as a result of the default, jobs, etc.
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8. ADMINISTRATION AND LOAN SERVICING

8.1 Program Funds

1. Repaid Funds: Repaid funds shall be deposited into the SBDCED Loan Fund Loan account and used in
a manner consistent with the current Program Policies and Procedures. A separate accounting record
for each loan shall be kept to account for all funds loaned.

2. Administrative Fee: A flat fee of $20,000 plus a 3% fee for managed loans shall be charged for the
program administration. Managed loans are calculated on the average principal balance for all loans
on a quarterly basis (Jan 1, April 1, July 1, Oct 1). The current year Administrative Fee and the rate for
the next fiscal year shall be reviewed and approved by the City and County in October for budgeting
purposes. Administrative Fees are charge directly against loan SBDCED Loan Fund.

8.2 Loan Serving

The Program Administrator shall be responsible for day-to-day administration of the Program’s portfolio,
including establishment and maintenance of recordkeeping and tickler file systems, preparing and submitting
progress reports, collecting and analyzing financial statements, conducting field visits, monitoring repayments
on loans and working with problem loans. The Program may engage outside professionals to assist the
Program Administrator.

8.3 Monitoring

The Program Administrator shall monitor each loan to ensure compliance with the loan terms and conditions
and to monitor the financial health of the business to evaluate the ability of the borrower to continue repayment
of the loan. The monitoring will also ensure that all recordkeeping requirements are met, particularly in regard
to job creation and expenditures of matching funds.

A loan servicing file shall be established and maintained for each loan recipient that includes all written
correspondence; a record of important telephone conversations; a list of applicable loan covenants; certificates
of insurance for builder's risk, property-casualty, and life insurance, as applicable; and documentation for job
creation and retention.

8.4 Record Keeping

The Program’s financial management records must be comprehensive and designed to provide the following
information:

1. A SBDCED Loan Fund Register that records all deposits and disbursements to and from the Program,
including funds used for the Program’s administration.

2. SBDCED Loan Fund Repayment Register that records repayments made by each business which has
received a loan from the Program. It also tracks the balance of repayments from all loans from the
Program.

3. A Collection Register for every loan made. Each register contains the business name, loan date, loan
amount, terms, and date repayment begins. Payments are divided into principal and interest payments
with a declining principal balance.

4. Records retention shall follow Addendum B.
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9. ADDENDUM B: RECORDS & RETENTION

Written records of all program activities, including program meetings, loan applications, and related documents,
shall be maintained in appropriate files by the DCEDC. Authorized personnel shall maintain all project files in a
secure place with limited access.

A documentation file should be established and maintained by the DCEDC for each loan recipient and contain
the following:

1. Loan Application. All applications, business financial statements, personal financial statements, credit
reports, resumes, business plan documents, and other supporting loan information submitted to
DCEDOC, including all applicable correspondence, shall be placed in a permanent file.

2. Loan Approval. This file must contain action taken on the loan and will include recommendations and
evidence of loan approval.

3. Loan Closing. All legal documents, including, but not limited to debt, and security instruments, loan
agreements, and other applicable documents made in accordance with loan disbursement procedures.
On a case-by-case basis, Counsel shall be retained to ensure file compliance and proper
documentation.

4. Tickler System. Notices shall be generated systematically to serve as a reminder on time-sensitive
items. Tracking such information is vital in protecting security interests, ensuring lien perfection, and
monitoring loan performance.

5. General Information. Standard loan recipient reporting and contact should be made to properly assess
credit risk and any deficiencies that may exist. In all cases, one or more of the following should occur on
an annual basis:

a) Financial statements prepared by a qualified accountant and submitted in a form acceptable to
the Committee;

b) Letters and progress reports;

c) Site visits and/or management conference calls. A summary of any visits or calls shall be
logged for future reference;

d) Amortization, reconciliation, and repayment monitoring to target unwanted credit
behaviors and to assist in uncovering larger issues;

e) Loan reviews shall be performed through a culmination of collecting and analyzing the above
mentioned.

RECORDS RETENTION & DESTRUCTION POLICY

This policy contains a guide for the initial maintenance, retention and disposal schedule for physical records
of DCEDC and the retention and disposal schedule of electronic documents. DCEDC is in charge of the
administration of this Policy and the implementation of processes and procedures to ensure that the Records
Retention Schedule is followed.

1) Suspension of Record Disposal In Event of Litigation or Claims
In the event DCEDC is served with any subpoena or request for records or any member becomes aware of
governmental investigation or audit concerning the Program such member shall inform the DCEDC Chair or

Program Administrator. The DCEDC Chair and Program Administrator shall take such steps as necessary to
promptly inform all members of any suspension in the further disposal of records.
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2) Applicability

This policy applies to all records generated in the course of SBDCED Revolving Loan Fund operation,
including both original documents and reproductions. This policy does not apply to independent contractor
records as we depend on vendors to set appropriate retention policies.

3) Destruction Policy

The DCEDC Program Administrator is in charge of determining obsolete SBDCED Revolving Loan Fund
records that can be destroyed.

RECORDS RETENTION SCHEDULE

1. ACCOUNTING AND FINANCE: 7 Years
2. LOAN DOCUMENTATION: 7 Years
3. CONTRACTS: 7 Years
4. CORPORATE RECORDS: 7 Years

5. CORRESPONDENCE AND INTERNAL MEMORANDA
Most correspondence and internal memoranda should be retained for the same period as the document
they pertain to or support.

6. ELECTRONIC DOCUMENTS: 7 Years
7. LEGAL FILES AND PAPERS: 10 Years
8. MISCELLANEOUS: 7 Years
9. PERSONNEL RECORDS: 7 Years
10. PROPERTY RECORDS: 7 Years
11. TAX RECORDS 7 Years
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