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CHAPTER 8 – Loan Process

The Cavalier County Job Development Authority has used a variety of loan and incentive
programs to facilitate economic development projects in our community. Most of our
projects have involved a combination of a local bank, North Central Planning Council,
CCJDA/City Sales Tax, our in-house Revolving Loan Fund, and on occasion, local utilities,
PACE and FLEX PACE through the Bank of North Dakota, USDA Business & Industry
grant and Small Business Administration.
CCJDA has access to the Economic Development portion of the Langdon City Sales Tax
which has been the foundation of our loan program for business development, retention
and expansion.

-Carol Goodman, Executive Director CCJDA

Loan Process
Example from Cavalier County JDA
When a business is requesting a loan or interest buy-down the following steps generally begin
the process:







Initial visit with prospective client.
Request permission from client to exchange information with their financial agency.
Set up appointment with Small Business Development Center (in our case, at North
Central Regional Planning Council in Devils Lake) for assistance in writing a business
plan.
Client and CCJDA staff review project with CCJDA Business Development Committee.
A positive recommendation from the Business Development Committee is reviewed at
the next CCJDA Board of Directors meeting.
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Following approval by the board, a written request is sent to the Langdon City
Commission for funds from the City Sales Tax Economic Development fund.
CCJDA staff meets with the City Commission at their next regular meeting to present the
project and request approval.
Upon approval, draw down funds from City.
Prepare loan documents and check
File UCC with County Recorder’s Office

The Economic Development portion of the Langdon One-Cent City Sales Tax became
available for projects January 1, 1995. CCJDA and the Langdon City Commission
wrote the Policy For Use of Funds to make sure we had a streamlined process for
requesting funds for economic development projects. Statute requires that each city in
the county with a population of 500 and above has a position on the CCJDA Board of
Directors and Langdon is the only one in Cavalier County that qualifies. The City
Commission and CCJDA worked together to develop the Policy. All requests for the
funds must originate with CCJDA and must go through the CCJDA approval process.

-Carol Goodman, Executive Director CCJDA

Policy for Use of Funds
Guidelines:
1.

CCJDA invites all new, expansion, retention and re-location projects to the economic
development process and supports a vibrant business environment that is driven by free
market enterprise and healthy competition. CCJDA will assess each project on its own merit,
taking into consideration existing and potential market information, the anticipated growth
of the community and innovative ways to help the business identify its market niche.

2.

CCJDA will consider projects that retain existing jobs and expand the existing workforce.
CCJDA will also consider funding for training that leads to increased skill levels and greater
earning potential, leading to a better quality of life for the employee, employer and the
community.

3.

CCJDA will consider funding for all business and community development that will result in
new revenue, including primary sector, value-added agriculture, tourism, transportation,
retail, service and investment in community infrastructure.

4.

CCJDA assistance is not intended to be the primary source of funding in any given project.
However, CCJDA will take into consideration the value of the project to the community if it
does not qualify for the guidelines of traditional lending institutions. CCJDA will work in
partnership with community financial partners for funding of projects.
Developed for www.DeveloperStationND.org by Cavalier County JDA
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5.

Proposals that encourage recreation and tourism within the county are eligible for
consideration provided an economic benefit can be demonstrated. Uses of funds in this
area which are ineligible for assistance are: Public works projects or improvements for the
general conduct of government or which are predominantly used for municipal purposes.

6.

The refinancing or transfer of existing debt will not be considered under any circumstances.

7.

CCJDA requires an application, promissory note, personal guarantee document, and
sufficient collateral to complete the loan process and secure the CCJDA investment. Grants
from the City of Langdon, CCJDA or other partners in the project will be documented with
signed agreements between the parties involved as determined by the conditions of the
project.

8.

A review of committed funds will be done after 60 days. If the funds have not been drawn,
CCJDA reserves the option to review the status of the project.

9.

CCJDA may consider requiring an adequate life insurance policy on a borrower of CCJDA
loan funds to cover the CCJDA investment.

The terms “county” and “community” are intended to encompass the same area and should be deemed
to be interchangeable terms.

EXAMPLES OF PROJECTS WHICH CAN BE FUNDED (BUT NOT LIMITED TO):














Loans
Interest buy-downs
Grants
Feasibility Studies
Business Plans
Hiring Professional Staff:
o Marketing Consultants
o Architectural and Engineering Fees
Subsidizing rent or utilities for a business (i.e. incubator projects)
Patenting Process
Sponsoring Seminars and specialized training for a business to advance the skills of employees
and increase earning power
Costs associated with the Cavalier County Loan Pool
Buying, leasing or selling buildings, real estate and equipment
Tourism
o Planning
o Marketing campaigns and materials

DEFINITION OF PRIMARY SECTOR
An individual, corporation, partnership, or association which, through the employment of knowledge
and/or labor, adds value to a product, process, or exported service that results in the creation of new
wealth. Primary sector businesses are typically considered to be manufacturing, food processing and
exported services. The term includes tourism but does not include production agriculture.
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Cavalier County Loan Pool
CCJDA established the Cavalier County Loan Pool structure early in our history. It
was modeled after an example used by Otter Tail Power Company in their work
with rural communities. Initially, three banks and Otter Tail comprised the CCLP,
but the policy also allowed the group to invite in other participants that would be a
funding source as well, such as other utilities. The goal of a loan pool program is to
share in the financing of a large project that an individual finance agency or utility
wouldn't do alone. The maximum loan for each partner is $100,000.

-Carol Goodman, Executive Director CCJDA

Cavalier County Loan Pool Agreement
Agreement made this _____ day of _____, 20__, by and between OTTER TAIL POWER
COMPANY, whose address is 215 South Cascade Street, Fergus Falls, MN, Farmers and
Merchants State Bank, a duly authorized chartered state bank whose address is 817 3 rd Street,
Langdon, ND 58249, Choice Financial Group of Langdon, a duly authorized chartered state bank
whose address is 210 8th Avenue, Langdon, ND 58249 and First State Bank Munich, a duly
authorized chartered state bank whose address is Post Office Box 9, Munich, ND 58352.
RECITAL
The foregoing parties, in order to reduce risk to each individual party hereto, hereby
execute the following Agreement for the purpose of facilitation, promotion and encouragement
of new and existing business development and increase employment by providing loans to new
and expanding industries and businesses in the community through the formation of a loan
pool, and therefore, in consideration of the mutual covenant contained herein, the
aforementioned parties agree as follows:
SECTION I.
AMOUNT OF POOL
Each party hereto shall commit the sum of One Hundred Thousand Dollars ($100,000.00) for
a three-year period, for a total pool of Four Hundred Thousand Dollars ($400,000.00). Each
party hereto shall participate equally in any loan made pursuant to this Agreement.
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SECTION II.
ADMINISTRATION
The management and control of the aforementioned pool shall be controlled by a
committee consisting of one person nominated by each of the parties hereto. A majority of the
members of this committee shall be necessary to approve any loans, disburse any funds, or
otherwise to take any affirmative action pursuant to the terms of this Agreement, unless a
greater number is otherwise specified herein.
SECTION III.
GENERAL GUIDELINES
The general guidelines and supporting documentation for the making and servicing of loans
and disbursement of funds under the Agreement shall include, but not be limited to the
following:
A. Business plans will be required before funding will be considered.
B. Loans for existing businesses shall require at least three years of financial statements to
be provided by the prospective borrower;
C. For either new or existing businesses, two years of projections shall be provided by the
prospective borrower with the basis for the projections provided;
D. For new businesses, background principles must be provided by the prospective
borrower;
E. For either new or existing businesses when said business is a closely held corporation,
personal financial statements of each stockholder shall be provided by the prospective
borrower;
F. After any loan is approved, for either new or existing businesses, interim financial
statements are to be provided by the borrower in the following manner;
1. New businesses are to provide monthly statements for at least the first year and, if
the committee so require it, for any years thereafter;
2. Annual financial statements are to be provided by the borrower, said financial
statements to include reconciliation of net worth and a Sources and Uses schedule;
3. All annual statements are to be prepared by a Certified Public Accountant, if
required by the Loan Pool Committee;
4. Guarantors are to provide an annual financial statement;
5. Other requirements or security, including life insurance, at the discretion of a
majority of the committee;
6. Personal guarantees will be required unless waived by a majority of the Loan Pool
Committee;
G. All notes shall be payable at a specified date and may be called in event of default,
change of ownership, or other reasonable cause.
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Prior to issuance of the loan committee, the committee shall have the authority to modify,
change, vary or negate any of the terms, provisions or condition of this Section when, in the
opinion of a majority of the member thereof, such modification, variance or negation shall best
meet the purpose of this Agreement.
SECTION IV.
GUIDELINES FOR REAL ESTATE LOANS, EQUIPMENT LOANS
AND OPERATING LINE LOANS
Minimum guidelines for real estate, equipment and operating lines shall be as follows:
A. Real Estate:
1. The maximum loan shall be limited to 75 percent of appraised value;
2. The rate of said loan shall be prime plus, adjusted annually;
3. The terms of said loan cannot exceed fifteen (15) years;
4. All real estate appraisals are to be done by a fee appraiser acceptable to the
majority of the Committee;
5. Borrower shall be responsible for all “hard” costs, said costs including, but not
limited to, attorney’s fees, filing fees, appraisal fees and other costs and fees
incurred;
6. There shall be a one percent (1%) origination fee to be paid by borrower.
B. Equipment Financing:
1. The maximum loan shall be 50 percent (50%) of net book value or of appraised
value;
2. The rate shall be prime plus, adjusted annually;
3. The maximum term for any said equipment financing loan shall be seven (7)
years;
4. The borrower will be responsible for all “hard” costs, said costs including, but not
limited to, attorney’s fees, filing fees, processing fees, appraisal fees, and other
costs and fees incurred.
C. Operating Lines:
1. There shall be an annual review to determine possible renewal;
2. The rate shall be prime plus, adjusted monthly, interest payable monthly;
3. Borrowing base certificate shall be provided monthly based on the following
formula: 75 percent of accounts receivable less than 90 days past due and 60
percent inventory;
4. Borrowing shall be responsible for all “hard” costs, said costs including, but
not limited to attorney’s fees, filing fees, processing fees, appraisal fees and
other costs and fees incurred.
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A majority of the members of the Committee shall have the authority to modify, vary, negate or
change any of the terms, provision or conditions of this section, when in the opinion of said
majority, such modification, variance, change or negation shall best meet the purpose of this
Agreement.
SECTION V.
LEAD LENDERS
Prior to issuance of the loan commitment, the Committee shall designate one of the parties
hereto as the lead lender for any loan made pursuant to the Agreement. On any loan,
adequate security shall be provided to said lead lender, said security to be either as mortgagee
or lien holder. The lead lender, on any loan made pursuant to this Agreement, shall assume a
first security position for the parties hereto. Any origination fee under Section IV (A) (6) shall be
property of the lead lender. All hard costs, as defined in Section IV (A) (5), (B) (4), and (C) (4)
shall be paid by the borrower to the lead lender.
SECTION VI.
MISCELLANEOUS PROVISIONS
A. Additional members to the Agreement may be joined to this Agreement by the
affirmative vote of the majority of the Committee and the commitment by said
prospective member to the payment of One Hundred Thousand Dollars ($100,000.00) or
such other amount as the parties hereto have contributed, for a three year period or
other period as the parties hereto have determined.
B. The parties hereto may increase the amounts to be added to the pool or extend the
term of the Agreement upon the affirmative vote of all members of the Committee,
provided, however, that all parties hereto shall pay the same additional amount.
C. The parties hereto may modify, vary, extend, change or negate any of the terms,
conditions, or provisions of the Agreement upon unanimous consent of all Committee
members, unless a lesser number is otherwise provided for in this Agreement.
D. This agreement shall be reviewed at any time but in no case shall it be reviewed less
than three years from the date hereof. Unless otherwise extended as provided herein,
this Agreement shall terminate three years from the date hereof.
E. The parties hereto agree that the Cavalier County Loan Pool may serve as the local
match for securing grant funds from appropriate state and federal funding sources that
will be used exclusively for economic and community development in Cavalier County.
The parties agree to support such applications to the appropriate agencies.
F. The parties hereto specifically acknowledge that this agreement will bind the parties’
respective heirs, successors and assigns.
Date this ______ day of ___________, 20__
(Signatures)
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USDA/Rural Development Revolving Loan Fund
In 2004, CCJDA was awarded a $98,000 Rural Business Enterprise Grant (RBEG)
for the purpose of establishing a Revolving Loan Fund. The local match of
$102,000 was provided by the Cavalier County Loan Pool. (On many of our grant
applications we have attempted to get the local match to 51%.) The procedure for
the first round of lending was as follows:

-Carol Goodman


Review of project and preparation of business plan with SBDC as with all projects.



Receive approval from the Loan Pool Partners.



Submit project description, business plan, letters of commitment and letter requesting
RBEG funds to ND USDA/Rural Development Office.



Following USDA approval, draw down 48% of the project funds from USDA.



CCJDA borrows the 51% of the project from the Loan Pool Partners in equal amounts
(Yes, separate loans means separate sets of loan papers.)



As the business repays the loan, usually on a quarterly basis to reduce the paperwork,
51% of the payment goes back to the Loan Pool Partners with four separate checks to
make CCJDA payments on our loans.



48% of the payment (the USDA/RD money) stays with CCJDA to create the Revolving
Loan Fund.



The first round ($200,000) was loaned out to five projects, and we have made several
loans from the new RLF since then.
(Yes, it really worked, but it has driven our auditors crazy!)

The checklist on the following page was created for the RBEG lending process so we
wouldn’t forget anything! We add it to the front of each project file.

-Carol Goodman, Executive Director CCJDA
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RBEG-RLF PROJECT CHECKLIST
INSERT PROJECT NAME

When
complete

Date
Completed

Documents & Forms to Complete
Phase I
1. Preliminary discussion of project
2. Preliminary discussion with potential financial partners
3. Referral to SBDC for business plan, financials, and projections
4. Loan pool RLF agreement and project checklist in file
Phase II
1. Distribution of business plan to loan pool partners and other funding partners
(if necessary)
2. Application packet to USDA Rural Development in Bismarck, consisting of:
1) business plan, financials and projections
2) documentation of 3rd party/ultimate recipients
3) consistent with County Strategic Plan, letter from County Commissioner
4) SF270 - Request for Advance Form
5) UCC11_Request for Information
6) cover letter for application package
Phase III
1. Letter from USDA concurring on application and notification of electronic
funds transfer
2. Verification of Funds Deposited letter from USDA (Bank Statement)
3. Notice to loan pool partners of USDA approval, estimated closing date for
loan, and amount needed from each partner
4. Preparation of documents
1) Execute loan, commercial security agreements, and guarantee for loan
pool partners
5. Receive cashiers check from each loan pool partner
1) Make Xerox copy for CCJDA file
Phase IV
1. Prepare CCJDA RLF loan and supporting documents as follows:
Developed for www.DeveloperStationND.org by Cavalier County JDA
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1) Loan Guarantee and Security Agreement
2) Rural Development Promissory Note and Agreement
3) Prepare and sign RLF Monitoring Plan
4) Prepare, sign, and notarize Assignment of Payments (use copy of original)
5) Get copy of Certification of Liability Insurance from debtor proving coverage
6) Get copy of business incorporation papers (if necessary)
7) Prepare customer identification verification
8) Prepare Amortization Schedule
9) Prepare UUC1
10) Prepare RLF check
2. Execute documents with business owners and receive check for admin fee
Phase V
1. Follow-up documents to loan pool partners
- Shared Position Agreement
*Shared Position Agreement Originally signed 10-1-05. This signed
agreement will suffice for all projects until the loan pool partners are no
longer involved.
2) Assignment of payment
3) Monitoring Plan
4) Insurance and Incorporation documents
5) UCC filing with County Recorder
6) Customer Identification
7) Rural Development Promissory Note
*Attach Monitoring Plan Schedule to inside of cover of project file
Phase VI
1. CCJDA Administrative Assistant sends out the following:
1)Notice of Payment Due
2) Admin Asst deposits payments and disperses loan pool repayments
3) Admin Asst updates the Monitoring Plan on a quarterly basis
4) CCJDA Grant writer completes project Evaluation Quarterly Report and SF 269
and submits it to the USDA
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