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PART 1: THE CARES ACT DOOR FORWARD REVOLVING LOAN
FUND STRATEGY

POLICY STATEMENTS

e The Door Forward RLF will make loans to businesses to strengthen Door County’s
manufacturing and production base, foster year-round economic activity and promote the
construction trades.

e The Door County Economic Development Corporation (DCEDC) Board of Directors is the sole
authority for approval or denial of loans from the Door Forward RLF and is responsible for all
decisions and actions of the RLF. The RLF will be operated and maintained solely by the
DCEDC.

o To avoid potential conflicts of interest, or the appearance of a conflict of interest, a Door
Forward RLF loan will not be made to any DCEDC Board member, DCEDC Board officer, DCEDC
staff or members of the Loan Review Committee or the immediate family members of the
aforementioned persons or to any DCEDC subsidiary or affiliated organization in which the
DCEDC has afinancial interest.

o All proprietary and financial information regarding Door Forward RLF loan requests will, at all
times, be kept confidential by the members of the DCEDC Board and staff, the Loan Review
Committee, and the RLF Administrator. If necessary, the RLF may seek the advice and counsel
of outside consultants and sources in order to adequately perform due diligence regarding the
project. Confidentiality agreements will be used as needed.

e The DCEDC is an equal opportunity lender and requires borrowers to adhere to all equal
opportunity laws.

A. PROGRAM OVERVIEW

Door County is located in Northeast Wisconsin with a population of
30,066 (2000 Census). Located in the Bay-Lake Region, Door County’s
economic strategy is coordinated with the 2022-2027 Bay-Lake Regional
Plan Commission Comprehensive Economic Development Strategy
(CEDS).

The three largest industries of employment in Door County include
manufacturing, agriculture and tourism and hospitality. Door County’s
tourism and hospitality economy is reliant upon seasonal activity.

The ninety-eight percent (98%) of business establishmentsin Door
County are small with most being less than 50 employees and 63.5% have between 1-4
employees. (County Business Patterns).



Door County’s economy, like that of the Bay-Lake Region, has a history thatis rooted in
manufacturing, production, construction and trades industries. These industries are among the
highest in terms of wages for Door County workers (see chart on page 3 comparing industry
wages to average Door County wages).

Over the next ten years, Door County is projected to lose employment across these industries
and others central to the county’s economy (see chart on page 3).

Focus on these production industries to ensure longevity in high-paying jobs while also ensuring
long-term sustainability in industries critical to life in Door County, including the construction
trades, is also vital to quality of life in our community.
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Door County also has an aging population. Based on American Community Survey from 2019-
2023, 48.7% of Door County’s population is over the age of 55. Aging leadership in our county’s
businesses in these industries is a concern, particularly regarding business ownership. Ensuring
business succession is part of the Door Forward RLF strategy, particularly in the construction
trades.

Fostering industries that make products within our community is essential to building a resilient
and prosperous local economy. When we support businesses that manufacture, produce, and
add value right here at home, we strengthen supply chains, create high-quality jobs, and keep
more dollars circulating in Door County. Local production not only ensures that our economy is
less vulnerable to external disruptions—it also sparks innovation, encourages
entrepreneurship, and builds a skilled workforce that can sustain long-term growth. By nurturing
these industries, we invest directly in the stability, self-reliance, and future competitiveness of
our community.

B. THE BUSINESS DEVELOPMENT STRATEGY

The DCEDC along with the Door County Business Development Center (DCBDC) will be



able to provide a substantial amount of technical and management assistance to RLF loan
recipients through tenant or outreach programs of the DCBDC. In addition, resources of
the University of Wisconsin Small Business Development Center on the Green Bay
Campus and Northeast Wisconsin Technical College Center for Business Developmentin
Green Bay are available to recipients alongwith appropriate assistance from the University
of Wisconsin Extension Service. In support of RLF and Incubator activities, local
commercial lending institutions, local professional and technical support businesses, and
SCORE will also offer assistance.

The DCEDC has an extensive background in loan packaging using grants for economic
development and SBA programs as well as Wisconsin Department of Commerce - CBDG-ED
and private loan packaging requiring public investment and maintains strong relationships
with Local, State, and Federal program officials. This loan packaging and referral service
would be continued aggressively.

CARES Act Door Forward Objectives

The primary objective of the Door Forward RLF program is to strengthen and grow
manufacturing, production, and construction trade enterprises that form the backbone of Door
County’s economy.

The Fund will contribute toward the following DCEDC objectives:

e Small business stability and continuity

e Small business retention

e Small business growth and growth capabilities
e Preservation of jobs

e Preservation of tax base

These objectives of the RLF support and enhance Goal 3 of the Bay Lakes Regional Planning
Commission Comprehensive Economic Development Strategy (CEDS):

Encourage the growth and diversification of new and expanding businesses and create an
environment that provides broad support to start-up and entrepreneurial businesses.

Needs:

The RLF program is designed to, in part, create more resilience in Door County’s economy by
creating and sustaining more businesses not relying upon seasonality of the economy. These
are also businesses who are not as likely to be fully capitalized by traditional financial
institutions. Specific policies and techniques which contribute to that objective are:

e Expeditious and effective financing for businesses
e Attractive terms which fill gaps for businesses
e |ncrease the availability of locally generated business capital



Targeting Criteria will be based on the premise that this will be a balanced fund in order to
minimize risk while still providing funds for new businesses and will be targeted to accomplish
small business economic diversification and specific goals within the economic development
environment in Door County.

Other Programs and Activities:

The Door County Economic Development Corporation will rely on other organizations to
support these activities with programs currently in effect, such asthe Small Business
Development Center at the University of

Wisconsin-Green Bay (SBDC).

Technical and Management Assistance:

The DCEDC will be able to provide a substantial amount of technical and management
assistancetothe CARES Act Door Forward loan recipients. Inaddition, resources ofthe
SBDC are available torecipients along with appropriate assistance from the University of
Wisconsin Extension Service and SCORE.

C. THE FINANCING STRATEGY

While localcommercial lenders, city and county government, as well as state and federal
loan programs all have programs available for businesses, many are not designed for
economic stability and recovery.

Other problems exist in applying currently available resources to current job creation
opportunities. Therequirement to leverage additional capital, evidence of other capital
availability, and time delays can all create hardships on potential recipients.

The CARES Act Door Forward RLF will follow appropriate and acceptable lending
guidelines. The CARES Act Door Forward RLF will also employ good planning, close nurturing
relationships, and intense follow-up and monitoring.

D. FINANCING POLICIES

The policies setforthin this Plan are meant to serve as program guidelines, however, the
Loan Review Committee and the DCEDC Board of Directors shall have the discretion to
approve specific projects that may vary from a specific policy when it is determined that the
economic benefits or merits of that project warrant such action, provided that no violation
of EDA RLF Federal regulations result. All loans shall comply with EDA RLF regulations and
policy as specified by the CARES Act and the Specific Award Conditions.

The CARES Act Door Forward RLF shall have as a policy for specific prohibition against lending



of any monies for recovery assistance to businesses not located within Door County
(eligible area). Loans will be made only to businesses physically located within Door
County, Wisconsin.

1. Eligible Applicants

Applications may be submitted by the Chief Executive Officer/Owner of any small
business or nonprofit in Door County, Wisconsin. No office holder at any government
level within the county who exercises policy, decision-makingfunctions or
responsibilitiesin connection with the implementation of this Program is eligible for
financial assistance. More specifically:

e Operate within, or have a significant impact upon the success of, one of the following
industry sectors:
o Manufacturing (NAICS 31)
o Construction Trades (NAICS 23)

e Demonstrate ability to repay the loan

e Havenotbeen involved inanylawsuits inthe last five years or have any lawsuits
pending.

e Have not been involved in any bankruptcy or insolvency proceedings or have any
proceedings pending.

e Havenothad anycivil orcriminal charges in the last five years.

o Donothave anyoutstanding delinquent Federal, State or Local tax liens/liability.

e Havenotbeen convicted of afelony.

2. Eligible Activities
The following are eligible activities under the Door Forward RLF:

e Acquisition of land, buildings, and 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.

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

e |nstallation of fixed equipment providing that installation costs are less than 10% of the
cost of the equipment

e Approved clearance, demolition, removal, rehabilitation or construction of buildings
and improvements

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

e Working Capital, which finances short-term operating expenses



e Micro financing

3. Ineligible Activities

Program loans shall not be available for the following activities:

e Payroll costs except as a portion of an otherwise eligible Working Capital loan
e Refinancingexisting debtorreimbursement for expenditures made priorto loan
approval, unless:

o The RLF Recipient sufficiently demonstrates in the loan documentation a
"sound economic justification" for the refinancing (e.g., the refinancing will
submit additional capital investment intended to increase business activities).
For this purpose, reducing the risk of loss to an existing lender(s) or lowering the
cost of financing to a borrower shall not, without other indicia, constitute a
sound economic justification; or

o RLF Cash Available for Lending will finance the purchase of the rights of a prior
lien holder during a foreclosure action which is necessary to preclude a
significant loss on an RLF loan. RLF funds may be used for this purpose only if
there is a high probability of receiving compensation from the sale of assets
sufficient to cover an RLF's costs plus areasonable potion ofthe outstanding RLF
loan within a reasonable time frame approved by EDA following the date of
refinancing.

e Equipment which has adepreciable life of less than five (5) years, such as office
equipment, furnishings or minor tool

e Relocation of existing jobs. All applicants must submit the EDA form "Employer's
Certificate of Non-relocation", on which the applicant must certify that no jobs will be
relocated

4. Loan Policies

Loan amounts are subject to fund availability and the scope and type of project being
undertaken. Generally, loans shall range in size from $5,000 to $150,000 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 $250,000.

e Theterm oftheloanshall be nolongerthanfive (5)years. Loans mayinclude a
balloon stipulation.
o Flexibility of Terms:
o Principal and interest may be deferred up to from one month to one year if
justified in the loan proposal
o Monthly, Quarterly, or Semi-Annual loan payments
o Interest Only loans forup to twoyears on the condition that the total loantermis



not extended beyond the useful life or Standard Terms.
o ACHtransaction shall be set up for payments.
o Thereshall be no prepayment penalties

5. Interest Rates

The CARES Act RLF shall operate with the following general policy for interest rates to be
charged by the CARES Act Door Forward RLF:

The minimum interest rate that Recipient may charge is four (4) percentage points
below the lesser of the current money center prime rate quoted in the Wall Street
Journal or the maximum interest rate allowed under State law. In no event shall an
interest rate be less than the lower of four (4) percent or 75 percent of the prime interest
rate listed in the Wall Street Journal. However, should the prime interest rate listed in the
Wall Street Journal exceed fourteen (14) percent, the minimum RLF interest rate is not
required to be raised above ten (10) percent if doing so compromises the ability of
Recipient to implement its financing strategy

6. Job / Cost Ratio

One (I) fulltime equivalent permanent position must be created or retained for every
$35,000 of RLF financing.

7. Leverage Ratio

Per Economic Development Administrations regulations, loans must leverage
additional non-EDA investment of at least two (2) dollars for every one (I) dollar of RLF
loans. This leveraging requirement applies to the RLF porttfolio as awhole rather thanto
individual loans and is effective for the duration of the RLF's operation. To be classified
as leveraged, additional investment must be made within twelve months of approval of
an RLF loan closing, as part of the same business development project, and may
include:

Capital invested by the borrower or others;

Financing from private entities;

The non-guaranteed portions and ninety (90) percent of the guaranteed portions of any
Federal loan; or

Loans from other State and local lending programs.

Accrued equity in a borrower's assets maynot beincluded inthe calculation of
leveraged additional investment.

8. Demonstration of Need / Credit Not Otherwise Available

The borrower must demonstrate that the project is not feasible without RLF participation



orcertifythatthe borrowerwould not locate the proposed project at the intended location
without RLF assistance.

The RLF loan cannot be used to substitute for available private capital. Potential
borrowers must demonstrate that creditis not otherwise available. DCEDC will accept as
evidence of credit not otherwise available, a letterfrom the bank or equivalent, statingthe
RLFis necessary. Inthe case of direct loans, the borrower will have to provide evidence
such as a letter or equivalent, to demonstrate the bank cannot successfully invest in the
project.

9. Other Terms
CARES Act Door Forward RLF loans are Non-Assumable

e Decisionsofthe Loan Committee will be final and are not subject to appeal

e Materialorsignificant changes in applicant status orloan request will allow re-
consideration

e The Loan Committee mayrequire additional covenants and restrictions asitsees
fit to insure the viability and security of the loan. Such additional covenants and
restrictions may include, but are not limited to, key-man life insurance on vital
principals or employees, prohibitions against owner or stockholder loans and
others types of insurance

10. Federal Requirements

All projects using CARES Act Door Forward RLF funds are subjectto all applicable local, state
and federallaws and regulations, including:

e Applicable provisions of the Public Works and Economic Development Act of
1965, as amended, and the regulations issued pursuant thereto

e FederalLaborStandards Provisions contained inthe documents identified as
HUD-4010

e Equal Opportunity as provided under Title VI of the Civil Rights Act of 1964, as
amended, and the regulations issued pursuant thereto

o Title VITT of the Civil Rights Act of 1968, as amended, and the regulations issued
pursuant thereto

e TheAge Discriminationin Employment Actof 1967, as amended, and the
regulations issued pursuant thereto

e TheAmericans with Disabilities Act, asamended, and the regulations issued
pursuant thereto

e Executive Order 11063, Executive Order 11246 and the regulations issued pursuant
to both



e Wage rates not less than those prevailing on similar construction projectsin the
locality as determined by the United States Secretary of Labor in accordance with the
Davis-Bacon Act, as amended, and the regulations issued pursuant thereto

e Overtime compensationinaccordance with the Contract Work Hours and Safety
Standards Act, as amended, and the regulations issued pursuant thereto

e Other applicable federal laws or regulations pe1taining to labor standards or
procedures

11. Environmental Requirements

DCEDC will ensure compliance with applicable environmental laws and regulations,
including but not limited to 13 CFR Parts 302 and 314, the National Environmental Policy
Actof 1969 and all other Federal environmental mandates.

The CARES Act Door Forward RLF Plan includes the following procedures for environmental
review of loan applications forall construction projects:

e Determination asto whether the project will result in a significant adverse
environmental impact. The application may be asked to submit additional
documentation as necessary to make the dete1mination. No activity shall be financed
which would resultin a significant adverse environmentalimpact unless that impactis to
be mitigated to the point of insignificance. When necessary to ensure compliance, any
required mitigation shall be made part of the loan conditions.

e Determination as to whether the projectinvolves new above-ground development within
afloodplain based on areview of the proposed development against FEMA Flood
Insurance Rate Maps. No activity shall be financed which would result in new above-
ground development ina JOO-year floodplain, per E.O. 11988. This determination will be
made by reviewing the proposed development against FEMA Flood Insurance Rate
Maps.

e Determination asto whether the project will be located within or adjacent to any
wetland area. The applicant may be required to provide wetland delineation information
as necessary. No activity shall be financed which would result in alternation of any
wetland or in any adverse impact on any wetland without consultation with the U.S.
Department of the Interior Fish and Wildlife Service and, ifapplicable, a Section 404
Pe1mitwith the Army Corp of Engineers shall be obtained.

e DCEDC shall notify the State Historic Preservation Officer (SHPO) of each approved
loan that involves significant new construction and expansion and request and receive
comments on the effect of the proposed activity on historic and archaeological
resources prior to closing of the loan. In cases where SHPO has recommended actions
orhas determined an adverse impact, the Recipient and loan applicant must work with
the SHPO and EDA to address any issues identified before the loan is closed.

e Allloan applicants are required to provide information regarding whether or not there
are hazardous materials such as EPA listed hazardous substances (see 40 CFR 300),



leaking underground storage tanks, asbestos, p polychlorinated biphenyls (PCB), or
other hazardous materials present on or adjacent to the affected prope1ty that have
been improperly handled and have the potential of endangering public health, If
deemed necessary, loan applicant may be required to perform or provide evidence of
performance of a Phase | Site Assessment to identify possible sources of
contamination, a Phase |l Site Assessment to test soil and/or groundwater samples, and
aPhase lll Site Remediation involving mitigation of applicable contaminants. No activity
shallbe financed which involve unresolved site contamination issues. Loan applicant
shall be responsible for working with the appropriate state environmental agency office
toresolve any outstanding issues before any loan can be approved for the affected site

E. STANDARDS AND TARGETS FOR THE REVOLVING LOAN FUND

Individual loans will generally conform to these standards but may vary depending on the
economic benefits to be achieved by each.

The CARES Act Door Forward RLF portfolio will be primarily for direct fixed assetfinancing. No
more than 50% of the portfolio will be invested in Working Capital loans.

F. CARES ACT DOOR FORWARD RLF LOAN SELECTION CONSIDERATIONS

The loan selection criteria are specific to the economic objectives of the CARES Act Door
Forward RLF and preferences will be given to:

Businesses that operate within one of the following industry sectors:
o Manufacturing (NAICS 31)
o Construction Trades (NAICS 23)

Businesses that sustain current operations and employment and expand with new
employment

Businesses that substantiate a gap in traditional funding available to them
Applicants that prove repayment capability

G. PERFORMANCE ASSESSMENT PROCESS

On an annual basis the Fund Administrator shall prepare a detailed report describing the
loans made from the RLF and their relationship to the stated goals and targets of the Fund.
This report will be made available to the Loan Committee prior to the first scheduled
meeting of each calendar year and will be reviewed by the Loan Committee atthat meeting.
Any adjustments to the strategies ortargets which may be necessary to achieve the goals of
the Fund may be made at any time by the Loan Committee at their sole discretion, subject
to the approval of the EDA.



PART II: REVOLVING LOAN FUND OPERATIONAL PROCEDURES
A. ORGANIZATIONAL STRUCTURE

Revolving Loan Fund Committee

The DCEDC will establish a five (5) member Loan Committee which will operate as an
autonomous committee ofthe DCEDC and make alldecisions regarding operations of the
funds including loan commitments. Membership of the Loan Committee will consist of two
representatives from any existing commercial lending institution operating in Door County
(current or retired), one Certified Public Accountant, one member of the board of DCEDC,
and one representative of the small business employers within the county. Allmembers will
be selected and approved by the Board of Directors of the DCEDC.

Members should possess skills in business, finance, credit analysis, loan packaging and loan
servicing techniques and need to be cognizant of county economic needs and priorities.

Term of Office

All appointments shall remain in effect until such time as an individual resigns, is unable to
serve, or the Board of Directors takes action to modify such appointments.

Quorum

The RLF Loan Committee may not conduct business without a quorum. A Quorum will
consist of three (3) members of the RLF Loan Committee. At least one member with
financing experience (similar to the type of loans to be made under the RLF program) must be
present for each loan decision.

Rules of Operation

The RLF Loan Committee shall follow this Management Plan and will establish operational by-
laws consistent with Robert's Rules of Order - duly revised.

Administration
The DCEDC Board of Directors and the appointed Loan Review Committee have governance
responsibilities for the RLF and has ultimate accountability for its operations.



The DCEDC Executive Director shall be the Fund Administrator and reports directly to the
DCEDC Board of Directors. The Fund Administrator shall be responsible for overall
operations of the fund. The DCEDC Director of Business Development will be responsible
for the marketing of the CARES Act Door Forward RLF including explaining the program to
prospective applicants, furnishing written information, assisting applicants in completing
applications, and processing all requests for funds.

The Fund Administrator will review all financial statements and loan amortization
schedules, review and approve documentation of program expenditures, record security
instruments, maintain a separate accountingrecord, and prepare reports to the EDA
regarding fund operations.

A Fund Attorney willbe selected by the Loan Committee and shall assistthe Fund
Administrator in the preparation of loan agreements, Promissory Notes, mortgage or lien
instruments, and advise the Fund Administrator and Loan Committee on default matters.

The Fund Administrator will verify the completion of building projects and the installation of
all fixed equipment financed with program funds.

Written records of all Program activities, including loan applications and related or
supporting documents, will be maintained by the Fund Administrator. Allindividual project
files shall be maintained as confidential records.

Interest Income

Interestlncome earned on loans from the RLF will be used foradministration of the RLF.
Earned interest income in excess of administration costs will be returned to the RLF.
Administration costs include legal and accounting fees, clerical support, credit analysis,
consultingfeesto review business plans and provide technical assistance, fees to financial
institutions for service support related to loan processing and the RLF program.

Earnedinterestincome will be returned to the CARES Act Door Forward RLF. Administration
cost shall be covered by the EDA grant for the initial $500,000 fund and shall not exceed
$50,000.

Loan Origination Fees and Other Charges

Underthe Cares Act Door Forward RLF Loan Origination Fees and Other Charges are
waived. During the Revolving Phase when RLF funds are re-lent to new borrowers the
historical regulation will apply to this Award.



RLF Marketing Strategy

The RLF will be advertised directly with commercial lending institutions by
direct contact by the DCEDC Executive Director (Fund Administrator) or
the Director of Business Development and include both written and oral
explanations of the program. Informational brochures will be made
available to allinterested parties. Inaddition, its availability will be made
known through DCEDC, the University of Wisconsin Extension Office and
other state assistance programs which may council potential borrowers.
DCEDC will also use press releases to localnewspapers to emphasize
both the availability and successes of the program.

Conflict of Interest

The CARES Act RLF Loan Review Committee will follow the
prohibitions on direct or indirect financial and personal benefits as
contained in current EDA regulations (13 CFR, §302.17):

1. Definitions.

a. An'"Interested Party" is any officer, employee or member of the
board of directors or other governing board of DCEDC,
including any other patties that advise, approve, recommend
orotherwise participate inthe business decisions of DCEDC,
such as agents, advisors, consultants, attorneys, accountants
orshareholders. An Interested Party also includes the
Interested Party's "Immediate Family" (defined as a person's
spouse or partner in adomestic relationship, parents,
grandparents, siblings, children and grandchildren, but not
distantrelatives, such as cousins, unless the distant relative
lives in the same household as the person) and other persons
directly connected to the Interested Party by law or through a
business arrangement.

b. Aconflictofinterestgenerally exists when an Interested Party
participates in a matter that

has a direct and predictable effected on the Interested Party's
personal or financial interests or there is an appearance that an
Interested Party's objectivity in performing his or her
responsibilities under the Project is impaired.

c. Anappearance ofimpailment of objectivity could result from
anorganizational conflict where, because of other activities or
relationships with other persons or entities, a person is unable
or potentially unable to render impartial assistance, services,
or advice. It also could result from non-financial gain to the
individual, such as benefit to reputation or prestige in a
professional field.



2. Conflicts of Interest Rules.
DCEDC mustadhere to EDA conflicts of interest rules setforth at 13
CFR 8302.17, including the following rules specific to RLFs:
a. Anlinterested Party of DCEDC shallnotreceive, directly or

indirectly, any personal or
financial benefit resulting from the disbursement of RLF loans. A
financial interest or benefit may include employment, stock
ownership, acreditor or debtor relationship, or prospective
employmentwith the organization selected orto be selected fora
subaward.

b. DCEDC shall not lend RLF funds to an Interested Party.

c. Formerboard members of DCEDC and members of their
Immediate Family shall not receive a loan from the RLF for a
period of two years from the date that the board member last
served on the board of directors.

3. Duty to Disclose.
DCEDC must, in a timely fashion, disclose to EDA in writing any actual or
potential conflict of interest.

4. Written Standard of Conduct.
DCEDC must maintain written standards of conductto establish
safeguardsto prohibit employees from using their positions for a
purpose that constitutes or presents the appearance of a personal or
organizational conflict of interest or personal gain in the
administration of this RLF Award.

DCEDC must maintain written standards of conduct covering conflicts of
interestand governing the performance of its employees engaged in the
selection, award and

B. LOAN PROCESSING PROCEDURES

Before submitting an application, the applicant shalldiscuss the Program
with the Administrator. The Administrator shall provide the applicant with
the appropriate application forms, application checklist, and assist the
applicant, if necessary, in completing the application. Allfinancial
information shall be kept confidential.

The Administrator shall discuss any possible environmental issues to
ensure compliance with applicable environmental laws and regulations,
including but not limited to 13 CFR Parts 302 and 314, the National
Environmental Policy Act of 1969 and all other Federal environmental
mandates. The following procedures for environmental review of loan
applications shall apply for all construction projects:



Determination asto whetherthe projectwill resultin a significant
adverse environmental impact. The application may be asked to
submit additional documentation as necessary to make the
determination. No activity shall be financed which would result in
a significant adverse environmental impact unless thatimpact is
to be mitigated to the point of insignificance. When necessary to
ensure compliance, any required mitigation shall be made pait of
the loan conditions.

Determination as to whether the project involves new above-
ground development within a floodplain based on a review of the
proposed development against FEMA Flood Insurance Rate Maps.
No activity shall be financed which would result in new above-
ground developmentina 100-yearfloodplain, per E.O. 11988. This
deteTmination will be made by reviewing the proposed
development against FEMA Flood Insurance Rate Maps.
Determination as to whether the project will be located within or
adjacent to any wetland area. The applicant may be required to
provide wetland delineation information as necessary. No activity
shall be financed which would result in alternation of any wetland
orin any adverse impact on any wetland without consultation with
the U.S. Department of the Interior Fish and Wildlife Service and, if
applicable, a Section 404 Permit with the Army Corp of Engineers
shall be obtained.

DCEDC shall notify the State Historic Preservation Officer (SHPO)
of each approved loan that involves significant new construction
and expansion and request and receive comments on the effect of
the proposed activity on historic and archaeological resources
prior to closing of the loan. In cases where SHPO has
recommended actions or has determined an adverse impact, the
Recipient and loan applicant must work with the SHPO and EDA
to address any issues identified before the loan is closed.

Allloan applicants are required to provide information regarding
whether or notthere are hazardous materials such as EPA listed
hazardous substances (see 40 CFR 300), leaking underground
storage tanks, asbestos, p polychlorinated biphenyls (PCB), or
other hazardous materials present on or adjacent to the affected
property that have been improperly handled and have the
potential of endangering public health, If deemed necessary, loan
applicant may be required to perform or provide evidence of
performance of a Phase | Site Assessment to identify possible
sources of contamination, a Phase Il Site Assessmentto test soil
and/or groundwater samples, and a Phase mSite Remediation
involving mitigation of applicable contaminants. No activity shall
be financed which involve unresolved site contamination issues.
Loan applicantshallbe responsible for working with the



appropriate state environmental agency office to resolve any
outstanding issues before any loan can be approved for the
affected site.

Applications may be submitted at any time and will be evaluated in the
order received. The approval process, however, willbe based on Fund
objectives and applications maybe approved in priority order.

Application Process

Applicants shall submit a loan package consisting of the following
information:

1. Application - Acompleted application form, as provided by the Fund
Administrator (Attachment A)

2. Business Description - A written description of the business which
will include:

a. Anarrative history ofthe business need, including when it
started oristo start, type of operation, legal structure, markets
and products

b. Key customers and clients

c. Abrief personal resume of each principal associated with the
business, including experience, educational background, and
personalinvolvement in the proposed business

3. Project Description - Explanation of how the company plansto use
therequested
funds.

4. Need - Explain and documentwhy financing is necessaryto
implement the proposed project.
One or more of the following examples may apply:
. Demonstrate the existence of afinancing stress
° Demonstrate thatthe business continuityis not economically
feasible without the assistance
° Demonstrate thatfinancing orinvestmentfrom othersources
inthe project is not available
e  Earnings below those of comparable businesses Inadequate
or marginal debt service ability

5. Financial History- provide three (3) years of financial history which
should consist of at least review quality financial statements
(Balance Sheet, Income Statement, and Cash Flow Analysis)
preparedinaccordance with GAAP by an independent accountant.

6. Financial Projections - Three (3) year financial projections must be
compiled in accordance with GAAP by an independent accountant and
include a discussion of all significant assumptions.




Furthermore:
e There mustbe monthly cash flow statements forthefirst year.
° Officers' compensation must be separately identified
e Aseparate schedule of debt service showing principaland
interest payments for all debts to be carried must be provided

7. Aging of Accounts Receivable and Payable corresponding with the
latest statement.

8. Competitive Bids, Plans and Specifications for Construction Work -
Applicant must submit plans and specifications for proposed work.
In addition, the applicant will be required to submit the lowest and
mostresponsible of two bids secured for the proposed work.

9. Listofequipment to be purchased and pricing.

10. Sources and uses of funds.

Application Review

Specific stepsinthereview process shallinclude the following:

1. Preliminary Review - The Administrator will review the application for
completeness and verify that the proposed project meets the minimum
requirements provided in this Plan. Ifthe application is not complete,
the Administrator will contactthe applicant, state the deficiencies and, if
necessary, assist the applicant in the completion of the application.

2. A loan write-up is intended to summarize the key components of the
proposed loan including: firm history, management, product, productions
capability, market conditions, financing, collateral, repayment ability,
consistency with the RLF's Financing Policy and whether any environmental
issues exist. This shall include a loan action recommendation.

3. Negotiation of Tenns - Once the project is determined to be eligible and
the application complete, the Loan Review Committee will negotiate with
the business to establish the terms of the proposed loan. The Loan Review
Committee shall then accept the application for final review and action.

4. Formal Review and Action - The Loan Review Committee will consider
each loan separately in relation to the fund objectives and targets and
may also consider other pending loans or applications in their review of
each loan. ltis the responsibility of the Loan Review Committee to not
only maximize the results of Fund loans, but also to consider the total
goals and objectives of the Fund. The Loan Review Committee may
request additional information and/or a direct presentation of the
proposed project as part of the review process. Each proposed loan will
be formally approved or rejected by the Loan Review Committee.

5. Notice of Award - If the application is approved, a meeting will be
arranged to review and execute the necessary loan closingdocuments. If
the application is not approved, the Administrator will send a letter to the
applicant stating in detail the reasons for the rejection.



C.LOAN CLOSING AND DISBURSEMENT PROCEDURES

Prior to releasing funds, the following terms and conditions must first be
met:

1. Notice of Award - The Loan Review Committee must have reviewed and
approved acomplete applicationforaneligible project submitted by an
eligible applicant.

2. Evidence of Program Expenditures - Documentation must be provided by
the business to evidence program expenditures prior to release of the
funds. Documentation shall include invoices, receipts for materials,
approved requests for payment, final bills of sale or cancelled checks. All
documentation shall be reviewed and approved by the Administrator.

3. Fixed Equipment - Fixed equipment financed with Cares Act Door
Forward RLF funds musthave been purchased, delivered and installed.
The Administrator shall verify installation of fixed equipment.

4. Loan Agreement-The Fund Attorney shall prepare aloan agreement
which shall be executed by the DCEDC or the Loan Review Committee
Chairman, Administrator, and Chief Executive Officer of the business.

5. Promissory Note - A promissory note shall be prepared by the Fund
Attorney. The promissory note must be signed by the Chief Executive
Officer of the business at the time of the loan closing. The note must be
dated; it must reference the agreement between the Fund and the
business; and it must specify the amount and terms of the loan funds
delivered.

6. Repayment Schedule - Aloan repayment schedule shall be prepared by
the Administrator. Atthe closing, the repayment schedule should be dated
and initialed by both the Administrator and the Chief Executive Officer of
the business. Atthattime, the repayment schedule should be attached to
both parties' copies of the agreement.

7. Security - Mortgage or lien instruments provided as security and required
by the Loan Review Committee must be prepared by the business and
executed at the time of loan closing. The Administrator shall record the
instrument and place a copy in the project file.

8. Loan Payments - All loan payments shall be made payable to unless an
ACH process is used:

DOOR COUNTY ECONOMIC DEVELOPMENT CORPORATION
185 E. Walnut Street

Sturgeon Bay, Wl 54235



D. LOAN SERVICING PROCEDURES

Introduction

The purpose of this loan servicing manual is to establish policies and
procedures for the monitoring and review of loans made by the Door County
Economic Development Revolving Loan Fund (Fund). This manual should be
used in combination with the Door County Economic Development Revolving
Loan Program Policies, Procedures and Operating Manual. Together, these
two documents constitute the Management Plan of the Fund.

Through the loan servicing activity, the Fund will obtain information on the
continuing operations of the borrowers to ensure compliance withthete1ms
and conditions of the loan and to adequately protect the Fund's security
interest in all loans granted. The servicing will also ensure that all
requirements are metonthe ongoing filingand recording of documents
needed to perpetuate the secured position of the Fund.

Administration of the Fund Portfolio

The Loan Committee shall designate some qualified film or person as Fund
Administrator and a Fund Attorney as described in the Fund Policies,
Procedures and Operating Manual. The Fund Loan Administrator shall be
responsible for day-to-day administration of the Fund portfolio, including
establishment and maintenance of record keeping and tickler file systems,
preparing and submitting progress reports, collecting and analyzing financial
statements, conducting field visits, monitoring repayments on Fund loans, and
working with problem loans.

Record Keeping System

The following files will be established and maintained for each loan recipient:

1. Loan Package: All credit and loan information as submitted to the Fund
includingall applicablecorrespondence, willbe placed in a permanent file with
limited access by authorized personnel only.

2. Loan Closing: The Fund Attorney will be responsible for all loan closings. The
Fund Attorney will assist the Fund Administrator in preparing documents for
the closings and will review all documents ptior to the closings. The Fund
Administrator will record all loan closing documents. All legal documents
from the loan closing, including all applicable cO1Tespondence, will be placed
in a locked, fireproof safe with limited access by authorized personnel only.

3. All loan recipients will be required to enter into a loan agreement with the
Fund. The collateral requirements will be determined on an individual basis by
the Loan Committee and may include: mortgages on land and buildings, liens



on machinery and equipment, and liens on accounts receivable and inventory
This collateral may be subordinated to private sector financial institutions
participating in the project, if required. Personal guarantees from the
principals of the business will be required. In addition, key-person life
insurance coverage naming the Fund as a beneficiary, with a declining balance
equal to the outstanding loan balance, and junior liens on all business assets
may be used where appropriate. Finally, businesses receiving loans for fixed
assets will be required to obtain property-casualty insurance for the appraised
value of the property being financed, and have the Fund listed as an additional
insured on the insurance policy.

4. Copies of the loan closing documents will be provided to the loan recipient,
along with an invoice for loan closing and servicing fees and an amortization
schedule at the end of the disbursement period.

5. Servicing Files: The following journals will be established and maintained
for the Fund portfolio:

e Fund Retained Cumulative Program Income Journal (Attachment A);
e Revolving Loan Fund Obligations Journal (Attachment B); and
e Revolving Loan Fund Escrow Journal (Attachment C).

6. In addition, a loan servicing file will be established and maintained for each
loan recipient that includes:

e aloan Servicing information Sheet (Attachment D);

e aloan Repayment Register (Attachment E);

e Field Visit Reports (Attachment F);

e an Amortization Schedule;

e allwritten correspondence;

e records of important telephone conversations;

e semi-annual Financial Statements, including Fund Loan
Administrator's analysis of each statement;

e listofapplicable loan covenants;

e certificates ofinsurance forbuilder's risk, property-casualty,and life
insurance, as applicable; and

e documentation forjob creation and retention

Tickler File System

A tickler file system will be established and maintained to ensure that
financial information, loan agreement and collateral review requirements
and UCC continuations are tracked and obtained as required. The system
will include the following monthly-coded index files:



e expiration dates for prope1ty-casualty and life insurance policies, if
applicable;

e duedates forsemi-annual financial statements;

e expiration dates for UCC financing statements, with a check three
months before expiration;

e dates of annual loan performance and covenant reviews;

e annual dates of field visits;

e duedatesforpropeltytax payments and notification from borrower for
documentation of property tax payments, if applicable;

e review dates for job monitoring; and

e dates onwhich loan recipients will be notified of changes in
repayment amounts.

Financial Statements

All loan recipients will be required to submit semi-annual financial
statements to the Fund Administrator, and the Fund Administrator will
perform afinancial analysis and compare the statement with historical
trends. Thefiscal year-end financial statement must be reviewed or audited
by an independent accountant.

The financial analysis will include: 1) available cash on hand; 2) income and
expenses compared with projections; 3) changes in assets to reflect Fund
loan; 4) substantial changes in assets or liabilities; 5) disposition of collateral
securing Fund loan; 6) profitability and available working capital; 7) review of
applicable loan covenants; and 8) contact with the participating lender to
review the status of all outstanding loans.

Progress Reports

Loanrecipients willbe required to submit semi-annual progress reports during
the outstanding term of the loan (see Attachment G). The Fund will also make
annual on-site inspections as described below. The Fund Administrator will
submit semi-annual progress reports to the Fund Loan Committee and semi-
annual progress reports to the EDA.

Field Visits

Field visits will be conducted annually for each loan recipient following
receipt of the fiscal year-end financial statements and an analysis of the
financial statements as described above. The field visits will include
completing the Field Visit Report (Attachment F), discussing the results of the
financial analysis with the loan recipient, and assisting the business with
problems that have been identified, if any.



Repayment Monitoring

Allloans must be paid within 30 days ofthe due date. Late payment penalties
inthe amountof three percent (3%) of the outstanding amount will be levied
for payments that are more than fifteen (15) days overdue. Atthetimea
payment is ten (10) days late, the Fund will notify the loan recipient in writing
of the deficiency and the action thatwill be taken should the payment notbe
made. Should alate payment penalty be levied, the Fund Administrator will
contact the loanrecipientbytelephone to determine the reason forthe
delayed payment. Contactwillthen be made with the participating lender to
determine if the first mortgage loan is current and to alert the lender of a
potential problem. All payments shall be applied first to accrued late
payment penalties, then to interest accrued, and then to principal.

Loan Assessments

All loans will be assessed on an annual basis, and at such other times as
may be deemed necessary by the Fund. The annual assessment will follow
receipt of the fiscal year-end financial statements, the year-end progress
report, and the annual field visit. The following criteriawillbe used to
determine the status of allloans: 1)timeliness of monthly payments; 2)
maintenance of collateral seemingthe Fund loan;3) overall financial condition
ofthebusiness; 4) presence of material liens or lawsuits; and 5) violations of
loan covenants. Ifthebusiness is experiencing problems with any of the
above criteria, the Fund will work with the loan recipient to determine the
actions that are needed to c01Tect the identified deficiencies, and possible
restmctuling of the loan. If appropriate, the Fund will arrange for counseling
assistance either through the University of Wisconsin-Extension, Small
Business Development Center (SBDC) or the Service Corp of Retired
Executives (SCORE), or other resources of the Door County Economic
Development Corporation or the Incubator Program.

Shouldthe loan recipient default on the Fund loan, the account will be turned
overto the Fund Attorneyforlegal action in order to recover loan proceeds
through the liquidation of collateral and the exercising of personal
guarantees. Once the Fund Attorney confirms to the Loan Committee that all
appropriate legal action and remedies have been exhausted and recommends
closing the loan, the Loan Committee may authorize the w1ite-off of the
balance of the loan.

PART Ill: DEFAULT PROCEDURES

The Fund Administrator is charged with the management of loan collections and

related workouts, collection of charged-off loans, management and disposal of
other real estate owned and any other activities related to delinquent accounts.



When a default situation arises (loans that are in arrears up to 90 days), the
Administrator will advise the Loan Review Committee and the Attorney as to
what caused it. The Administrator will notify the DCEDC Board when a default
moves to foreclosure.

1. Inthe event the borrower is in default on any of the terms and conditions of the
loan agreement, all sums due and owing, including penalties, shall, at RLF Loan
Review Committee's option, become immediately due and payable. To exercise
this option, the Fund Administrator shall prepare a written Notice to Cure to the
business. The notice will be sent to the borrower via certified, first-class mail
with a return receipt requested. The notice shall specify the following:

o Thedefault.

e Theactionrequired to cure thedefault.

e Adate, notlessthanfive (5) days fromthe date of the delively, by
which the default must be cured to avoid foreclosure or other
collective action.

e Anycostsincurred as aresult of thedefault.

e A$250 penalty.

2. The following situations will cause a default and have specific cures:
e An ACH payment is missed.

o TheRLFAdministrator will contact the borrower to obtain
proof that they did not te1minate the ACH.

o Ifthe ACH wasterminated, the RLF Administrator will start
default collection actions with the assistance of an
attorney.

o Ifthe ACH wasnotterminated, the RLF Administrator will
issue a written Notice to Cure the default by re-instating the
ACH payment within five (5) business days upon receipt of
Notice and paying delinquent loan payments as agreed to
in loan terms and agreement documentation.

o Ifthe Noticeto Cureisnotresponded to, the RLF
Administrator will start default collection actions with the
assistance of an attorney.

e Non-payment.

o The RLF Administrator will issue a written Notice to Cure
the default by making any delinquent payments within five
(5) business days upon receipt of Notice and remain
current with the nextthree (3) payments orimmediate
default collection action will begin.

o Ifthe Notice to Cureis notresponded to, the RLF
Administrator will start default collection actions with the
assistance of an attorney.

e Misuse offunds/illegal use of funds notincluded within the loan



agreement.
o The RLF Administrator will begin immediate default
collection action by reversing any outstanding funds within
30 calendardays and collecting all remaining loan
balances including penalties as noted above.

e Saleofcollateral that securesthe loan asidentified in security
agreement and loan agreement.
o TheRLFAdministrator willissue awritten Notice to Cure the
default within 30 calendar days upon receipt of Notice.
o Ifthe Noticeto Cureisnotresponded to,the RLF
Administrator will start default collection actions with the
assistance of an attorney.

As aprudent lender and atthe Loan Review Committee's recommendation,
the DCEDC Board may approve a one-time corrective action/workout of a
delinquent account. As part of the workout, loan terms may be modified by
deferral, reamortization and/or balloon payments.

Priority of Payments on Defaulted RLF Loans. (13 CFR § 307.12(c))
a. When Recipient receives proceeds on a defaulted or written off RLF
loan, Recipient must apply such proceeds in the following order of
priority:
(i) First, towards any costs of collection;
(ii) Second, towards outstanding penalties and fees;
(iii) Third, towards any accrued interest to the extent due and
payable; and
(iv) Fourth, towards any outstanding principal balance.

Administrative Procedures

1. New RLF's: All CARES Act Door Forward funds shall be maintained in
separate bank accounts in order to properly account for and manage the
funds. Allfunds will be distributed and managed in accordance with EDA
regulations and agreements.

2. Accounting: A separate bank account should be established forthe
CARES Act Door Forward RLF so that repayments and interest income are
clearly identifiable and auditable. The EDA RLF portfolio and cash will be
clearly distinguishable from any other DCEDC loan programs. DCEDC will
ensure that the RLF is operating in accordance with Generally Accepted
Accounting Principles (GAAP). See 13 CFR 307.15(a).

3. Administrative Costs: Administrative costs will use revenues from the RLF
income to cover administrative costs. Ant cost exceeding the allowable levels
by EDA shall be the responsibility of DCEDC. DCEDC shall maintain a record
of all administrative costs including personnel expenses. DCEDC will



maintain adequate accounting and source documentto substantiate the
amount and percent of RLFincome expended tothe RLF. See in 13 CFR
307.13(b).

4. Allowable Cash Percentage: Effective Jan. 2,2018, EDAreplaced the
Capital Utilization Rate of 25 percent with region-specific Allowable Cash
Percentage (ACP) thatis updated annually. The ACP isthe average cash
available for RLFs inthe Chicago EDAregion and is used for risk rating RLFs
according to the Risk Analysis System. Lending activity will be managed so
thatthe cash available for lending is less than the current ACP in effect for the
Chicago Region. However, if the Cash Available for Lending is greater than
50% of the RLF Capital Base for 24 consecutive months, EDA may take
action to disallow the persistent excess cash.

5. DCEDC shall maintain a system to assess capital, assets, management,
earnings, liquidity, strategic results, and financial controls which shall be
reviewed annually by the RLF Loan Review Committee and the DCEDC Board
of Directors.

6. EDAReporting: DCEDC will comply with all EDA reporting requirements.
Audits: DCEDC is required to obtain an annual audit of its RLF program in
accordance with 2 CFR Subpart F and the Compliance Supplement, which is
appendix XlIto 2 CFR part 200, as applicable.
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