Economic Development
Administration

Revolving Loan Fund Program

For additiona information about the
EDA Revolving Loan Fund Program
or an application for financing,
contact:

In Cumberland County:

Vin DiCara, Loan Officer

Greater Portland Council of Govts.
68 Marginal Way

Portland, ME 04101

Telephone: 207- 774-9891
Fax: 207- 774-7149
Toll-Free:  1-800-649-1304

e-mail: vdicara@gpcog.org

|
In York County:

Chuck Morgan

Southern Maine Regional Planning
Commission

21 Bradeen Street, Suite 304
Springvale, ME 04083

Telephone: 207-324-2952
Fax: 207-324-2958
e-mail: cmorgan@server.eddmaine.org
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Revolving Loan Fund
Program

Cumberland County Office York County Office

68 Margina Way 21 Bradeen Str., Ste 304
Portland, ME 04101 Springvale, ME 04083
Phone: 207-774-9891 Phone: 207-324-2952

Fax:  207-774-7149 Fax: 207-324-2958



Introduction & Purpose

A grant from the U.S. Department of
Commerce, Economic Development
Administration (EDA) initially funded the
EDA Revolving Loan Fund Program in the
mid-1990’'s. This program was originally
designed to assist businesses and individuals
that were negatively impacted as aresult of
decreases in defense spending. Because of
changing economic conditions, EDA Loan
Program funds are now available to awider
range of businesses. The Revolving Loan
Fund Program now targets and provides direct
loans primarily to manufacturing and
commercial businesses, although service
businesses are also eligible.

Eligibility Requirements

Revolving Loan Fund Program monies are
available to businesses of all sizesthat are
located in Y ork and Cumberland Counties,
with an emphasis on manufacturing and
commercial ventures.

Financial Leveraging

The intent of the Revolving Loan Fund
Programisto fill any gapsthat exist because
of abusiness' lack of accessto other sources
of financing. Asaresult, eligible businesses
must be unable to meet their entire financing
needs from conventional financing sources
and their own resources. In order to qualify
for financing, two-thirds of a project’ stotal
financing needs to be provided by sources
other than SMEDD. All investment that is
used as leverage must occur within 90 days
of loan application.

Equity Requirements

In the case of existing businesses, there may be a
requirement that the business owners provide an
injection of equity that will be part of aproject’s
financing. SMEDD staff and its Revolving Loan
Fund Committee will determine this on a case-by-
case basis. Start-up businesseswill usually be
expected to make amore significant equity contri-
bution, usually in the range of 20% to 33% of
project costs.

Use of Loan Funds

L oan funds can be used for any legitimate business
purpose, including the purchase of land and build-
ings, machinery and equipment, furniture and
fixtures, or leasehold improvements. Working
capital loans are also available for the purchase of
inventory, the financing of receivables or other
business operating needs. Funds can also be used
for business acquisition purposesin certain circum-
stances.

Loan Amounts

The maximum loan amount from program fundsis
$250,000. Thereisno minimum loan amount. In
the case of loans of under $25,000, leveraging
reguirements may be reduced, depending on the
particular project. SMEDD expects that most loans
will bein the range of $50,000-$100,000.

Job Creatlon and Retentlon

existing jobs and/or create new jobs. SM EDD s
goal isto create or retain one full-time job for
each $10,000 of loan funds that are invested.

Loan Terms &

Rates of Interest

The economic useful life of the assets being
financed will determine the term of the loans.
Equipment and working capital loanswill have a
term of 3-7 years, real estate loans aterm of up to
20 years. Balloon payments may be required for
longer term loans. Loan rates are flexible
depending on project need and factors such asrisk,
business cash flow, economic development bene-
fits, and other circumstances.

Security for loans can consist of both business and
personal assets and depends on the overall strength
of the project that is being financed. Since most
loans will require a substantial commitment from a
private lender, in those instances SMEDD will as-
sume a subordinate security interest to that private
lender. Personal guarantees are generally required
from al individuals who own 20% or more of the
business requesting aloan. Outside guarantors
may also be required, if necessary.

Loan Application Review

and Approval

The loan review process consists of the completion
of an application by the business followed by
review by SMEDD staff , which will make arec-
ommendation to the SMEDD Revolving Loan
Fund Committee. The Loan Committee makes the
final determination on loan requests. The Commit-
tee consists of nineindividuals from Y ork and
Cumberland Counties who represent financial
institutions, the business community, and the
public sector.




