1. Borrower Eligibility Requirements

1.1 Small Business
A borrower who wants to start a new small business or who wants to expand an existing business and needs  financing in the amount of $20,000 or less, and has  less than 25 employees is eligible to apply for a Dorchester First! loan.

1.2 Eligible Borrowers 

May include sole proprietorships, partnerships, LLC’s, LLP’s, and other entities with a business located or to be located in Dorchester County.  Loan Committee members and Dorchester First Board members are excluded from participating in the Dorchester First! Revolving Loan Fund.

Eligible Borrowers Shall
· Be a start up, relocating, or expanding business
· Certify they are unable to finance the proposed loan from their own resources or through commercial credit or other Federal, State or local programs at reasonable rates and terms.
· Be making a business loan request

· Complete any recommended business skills trainin
· Be directly involved in the business

· Locate the business in Dorchester First! service area (Dorchester County)

In Case of a Start Up Business Eligible Borrowers should have:

· A complete business plan, personal financial statement and 3 year tax returns

· A completed Dorchester First! Loan Application (See Attachment D) in order to process the loan

· Application/processing fee, which is non-refundable at the time of the request

1.3 Type of Loans
Eligible types of loans include: 

a) Fixed asset loans for the acquisition and/or improvement of land, building, plant and equipment, including new construction or renovation of existing facilities, demolition and site preparation; 

b) Working capital loans for start-up, expansion or relocation of current business

c) Equipment

d) Business loans in combination with other loans

e) Line of Credit
1.4 Eligible Areas
Loans may be used to finance project activities located within Dorchester County, Maryland. 

1.5 Eligible Loan Activities

Loans will finance usual and customary business activities. The following types of activities may be considered as eligible for a Dorchester First! Loan:

· Acquisition, assembly, and improvement of land, excluding land banking

· Renovation of useable empty business space for business use.

· Leasehold improvements and acquisitions involving lessee purchase of buildings from lessors

· Small business/ Start-up Costs (the applicant must demonstrate a knowledgeable working background in that field, a firm market for the product or service, and a marketing plan for capturing or developing a market)

· Acquisition of surplus government property, and acquisition of abandoned properties with redevelopment potential

· Gap financing

· Expansion of business by addition of new product line(s)

· Other investments which will accelerate recycling of land facilities for job-creating activities, such as assistance to firms to locate or expand in such facilities

· Purchase of machinery and equipment

· Working capital loans where employment is generated

· Activities which are consistent with the priorities of the Dorchester First!’s Board of Directors and/or funder requirements, as updated and amended

· Because of limited available funds, priority status will be given to applications for start-up businesses.  However, existing businesses with funding needs for expansion are eligible. Business expansions that create additional jobs will be given priority among expansion applicants.
Dorchester First! is under no obligation to grant a loan, even if the borrower meets all requirements.

1.6 Eligible Loan Costs

Loans may be used to finance the following costs:

· Associated land costs – including reasonable engineering, legal, grading, testing, site mapping, and related costs associated with acquisition and preparation of land

· Associated building costs – including reasonable real estate, engineering, architectural, legal and related costs associated with acquisition, construction and rehabilitation of building

· Machinery and equipment costs – including delivery, installation, engineering, architectural, legal, insurance and related costs associated with acquisition and installation of machinery

· Working and start-up capital – directly used in the business or industry

· Other costs – contributing directly to the value of fixed assets, such as sales and use taxes, and interest on construction financing

· Contingency costs – as appropriate and projected

· Loan Closing costs and other loan fees

1.7 Ineligible Loan Activities

· Speculative Venture Activities – such as land banking and the construction of speculative buildings

· Investment Purpose Loans – solely for investment purposes

· Equity Purchase Loans – which would purchase or finance equity in a private business

· Subsidized Interest Payment – which would subsidize interest payments on existing loans

· Lender Refinancing – refinancing loans made by other lenders

· Conflict-of-Interest – Loan Committee Members and Dorchester First! Board members are excluded from participating in the Dorchester First! Revolving Loan Fund

1.8 Training and Counseling Requirements
· Loan applicants will develop business plans and may receive assistance with this from the Small Business Development Center Counselor

· Applicants ability to operate a business will be judged by the level of competency in completing loan documents and/or exhibited business experience.
· Those whom the committee judges to be deficient in this area will be encouraged, and may be required, to participate in SBDC or SCORE small business training programs or counseling sessions.
2. Financing Policies
2.1 Loan Principal Amounts

Maximum – the maximum small business loan for any firm, organization, individual or group of individuals in any one year is $20,000.

Minimum – the minimum small business loan amount is $2,000.

Dorchester First! reserves the right to determine exact loan amounts.

2.2 Loan Period

The term is not to exceed 5 years.
All final loan terms are determined by Dorchester First!’s Loan Committee.

2.3 Interest Rate

The interest rate on the loans will be between Prime* and Prime plus a variance of up to 5%, as determined by the Revolving Loan Review Committee and based upon its evaluation of each loan and the individual borrower.  Unless negotiated otherwise the approved loan rate will remain fixed for the life of the loan. 

2.4 Collateral Security

Generally, loan security is required by Dorchester First!.  Dorchester First! determines what security is required. Security may be in the form of liens on the assets financed. Liens upon other non project assets of the borrower or any guarantor may be used as collateral. It is Dorchester First!’s policy to require personal guarantee from the borrower and spouse, if married, and to take a lien against personal assets pledged to the loan, as appropriate and determined by Dorchester First!’s Loan Committee.  Dorchester First! will file liens as required against the borrower’s loan collateral. 
2.5 Loan Application Fee

There is a loan application fee due upon submitting the loan application.

The loan application fee covers the expenses of credit checks and other expenses associated with processing the loan application. 

Checks should be made payable to: Dorchester First! and are due with application. 

2.6 Deferred Payments

Deferred payments are available, but will be determined by Dorchester First!’s Loan Committee. However, interest will accrue at a daily rate for those months. 

* Current Prime Lending Rate as reported in the Wall Street Journal 

3. Loan Re-Payment Criteria

3.1 Loan Cycle

Loan payments are due one (1) month from the date of settlement, and each month thereafter on the same date. Payments shall be made by automatic deduction from an account designated by borrower.  Options will be discussed at closing.

3.2 Late Payments

If payment is not received within 20 days of due date, a late charge will be assessed in an amount as set forth in loan documents.
3.3  Exempting a Borrower from a Loan

In order to ensure that the program may continue to serve many small-businesses, loans cannot be forgiven.   There will be no exemptions.
4. Lending Standards Policy

The goal of the underwriting process is to establish that the borrower has the ability to repay the debt, the borrower has the willingness to repay the debt, and the property or business is sufficient security for collateral.

A. Credit documentation should:

1. Contain sufficient information to enable Dorchester First! to reach an informed decision whether to approve the loan.
2. Contain original signatures (not photocopies).
3. Be no more than 120 days old as of the settlement date.

B. The following documentation is required:
1. Uniform Loan Application.
2. A complete business plan with cash flow projections for up to 3 years
3. Signed Federal Income Tax Returns (both individual and business) for the last three years with all schedules attached.
4. Signed and Completed Personal Financial Statement
5. Loan Processing Fee and verification of deposit
6. Any other documentation that may reasonably be requested by Dorchester First! 
C. Underwriting Borrower Liabilities

1. Liabilities include all installment loans, revolving charge accounts, real estate loans, stock pledges, alimony, child support and all other debts of a continuing nature.
2. The underwriter must assess the unpaid balance, terms, payment amount and repayment history.

D. Underwriting Guidelines:

1. The underwriter must assess the borrower’s overall pattern of making payments.

2. Credit history shall be analyzed, with particular attention paid to the last 24 months.

3. Credit check will be performed on applicant

4. Payments on principal and/or interest may be deferred for up to six months, based on individual situation.

5. During the deferred payments phase for principal, interest shall accrue at the same rate as set forth in the loan documents.

6. Credit deficiencies must be explained in writing by the borrower.

7. The borrower is required to have collateral in an amount deemed adequate by Dorchester First! to support the debt..
· If a personal or business vehicle is used as collateral, Dorchester First!   would be named as ‘Lien Holder’ of the vehicle and Dorchester First!’s name would appear on the title.

· If real property is used as collateral, Dorchester First! would have a mortgage on such property up to the amount of the loan.  Dorchester First!  would file a Deed of Trust with the local County Court House.

· If equipment or  inventory is purchased, or personal property is pledged, an appropriate lien will be filed on those assets.
  8.  At times of insufficient collateral, a co-signer or co-borrower may be  

       needed to co-sign the loan.  The co-signer would be required to 
       submit financial information as required by Dorchester First!
· The co-signer may be present at Loan Settlement and sign the loan documents. 

· The co-signer may be required to put up personal property/assets as collateral.

Loan Policy for Non-citizens
I. Policy

Regulation B prohibits a lender from ascertaining or considering an applicant’s national origin in extending credit. However, a lender is permitted to consider whether an applicant is a permanent resident of the United States, the applicant’s immigration status, and any additional information that may be necessary to ascertain the bank’s rights and remedies regarding repayment. The applicant’s immigration status and ties to the community, such as employment and continued residence in the area, could have a bearing on Dorchester First!’s ability to obtain repayment. For example, Dorchester First! is permitted to differentiate, in extending credit, between a non-citizen who is a long-time resident with permanent resident status, and a non-citizen who is temporarily in this county on a student visa.

II. Guidelines

Dorchester First!’s policy is to make loans to non-citizens consistent with its credit standards, with particular attention to be paid to stability of employment, ties to the community, and the probability of continued residence in the U.S. Any indication that the applicant will not remain in the U.S. for the term of the loan should be viewed as a negative factor, unless the loan is secured by satisfactory liquid collateral in Dorchester First!’s possession. It may otherwise be difficult or impossible to collect or enforce the contractual agreement in a foreign country.

If the decision is made to decline a loan to a non-citizen, the reason stated may not be national origin (Regulation B prohibits this) or non-citizenship (Dorchester First! policy prohibits this). The reason stated must be the factual reason (s) why the applicant’s ability to repay the loan, or Dorchester First!’s ability to enforce the contractual agreement, is in doubt. For example, if an applicant’s work permit is scheduled to expire at such a time as would bring into question the borrower’s ability to repay the loan, the reason for the decline on the form would be “temporary employment.” If the applicant’s residence visa will expire at such a time as would bring into question the borrower’s ability to repay the loan, the reason stated would be “temporary residence.” The reason stated must be consistent with Regulation B and with Dorchester First!’s credit standards.

Loan Policies – Fair Lending

Equal Credit Opportunity Act – Regulation B

I. General

The Purpose of the Equal Credit Opportunity Act and Regulation B is to require that financial institutions and other firms engaged in the extension of credit make that credit equally available to all creditworthy applicants without regard to the following factors, each referred to in the Act as a “prohibited basis”:

A. Sex

B. Marital Status

C. Age (With some exceptions)

D. Race

E. Color

F. Religion

G. National Origin

H. Cases where all or part of applicant’s income is derived from any public assistance program (with some exceptions).

I. Good faith exercise of any right under the Consumer Credit Protection Act or any applicable state law.

The general rule contained in Regulation B prohibiting discrimination states, “A creditor shall not discriminate against an applicant on a prohibited basis regarding any aspect of a credit transaction.”

The following guidelines are not inclusive of the Act and are offered for your information in conforming with Regulation B, as it applies to credit applications.  All loan officers should be familiar with the Equal Credit Opportunity Act in its entirety, and should be aware that they must avoid not only the practices that are specifically prohibited under Regulation B, but also those practices that, while not actually prohibited, will have the practical effect of discriminating on the basis of the factors listed above.  Good intentions are not a defense to a charge of credit discrimination.

This is an Equal Opportunity Program.  Discrimination is prohibited by federal laws.  Complaints of discrimination may be filed with the USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building, 14th and Independence Avenue, S.W., Washington, D.C.  20250-9410, or call (202) 720-5946 (Voice and TDD).  Complaints may also be registered with the Federal Trade Commission, Equal Credit Opportunity, Washington, D.C. 20580.
II. Maryland’s Equal Credit Opportunity Act

Loan Officers of the Maryland member banks should become familiar with Maryland’s Equal Opportunity Act as well.

Under the Maryland Equal Credit Opportunity Act, the following are specified as prohibited discriminatory practices:

A. Refusal to consider both applicants’ income when both parties of a marriage apply for a joint account;

B. Refusal to consider alimony or child support awarded by a court and received by the applicant as a valid source of income, where that source can be verified as to amount, length of time received and regularity of receipt;

C. Refusal to extend credit to any person solely because of marital status or change in marital status;

D. Refusal to issue separate accounts to married persons where each would be creditworthy if unmarried;

E. Request for or consideration of the credit rating of an applicant’s spouse where the applicant is otherwise creditworthy and is not applying for a joint account unless the applicant lists credit references in the name of spouse or former spouse or has no individual prior credit history or the creditor permits the applicant to designate the applicant’s spouse as an authorized user of the account;

F. Refusal to recognize the legal name of any married person; and

G. Requests for or consideration of information about birth control practices in evaluating any credit application
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