











income family as defined in the Regulations that will use the
Property as its principal residence for the duration of the ten (10)
year period. Documentation must be provided to the City of
Rochester verifying the prospective buyer's income eligibility. The
price at resale must: 1) ensure that the Property will remain
affordable (as defined in the Regulations) to a reasonable range of
low-income homebuyers, and 2) provide the Grantee a fair return
on investment (including the Grantee's investment and any capital
improvement).

Notwithstanding the aforementioned provisions, the affordability restrictions and
residency requirement shall terminate upon occurrence of any of the following
termination events:

1 Foreclosure;
2 Transfer in lieu of foreclosure; or
& Assignment of an FHA insured mortgage to HUD.

However, the affordability restrictions and residency requirement shall be revived
according to their original terms if, during the original residency period of ten years,
the Grantee before the termination event, or any entity that includes the Grantee or
those with whom the Grantee has or had family or business ties, obtains an
ownership in the project or property.

In the event that the HOME-assisted Grantee wishes to sell the assisted home,
the City of Rochester shall be afforded the right of first refusal to purchase the
subject property.

If the City of Rochester uses the recapture option, then the following language shall
be used in the Note and Mortgage securing the HOME subsidy:

The homeowner shall be required to repay a portion of the HOME funds used to
assist the homeowner with the original purchase of the home on a pro-rated
basis in accordance with the following schedule:

Equal to/ Repayment

More Than Less Than —_Factor
1 day 1 year 1.000
1 year 2 years .90
2 years 3 years .80
3 years 4 years iy i)
4 years 5 years 60
5 years 6 years .50
6 years 7 years 40
7 years 8 years .30
8 years 9 years 20

9 years 10 years .10
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APPENDIX E
SECTION 108 LOAN APPLICATION
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ANNUAL ACTION PLAN
SECTION 108 LOAN APPLICATION

Section 108 is the loan guarantee provision of the Community Development Block Grant
(CDBG) Program. Section 108 provides CDBG entitlement communities with a source of
financing for economic development, housing rehabilitation, public facilities, and large scale
physical development projects. A Section 108 loan is not risk-free. A local government
borrowing funds guaranteed by Section 108 must pledge their current and future CDBG
allocations to cover the loan amount as security for the loan. The maximum repayment period
for a Section 108 loan is twenty years,

Section 108 assisted activities must comply with CDBG rules and requirements. All projects
must either principally benefit low- and moderate- income persons, aid in the elimination or
prevention of slums and blight, or meet urgent needs of the community.

A city may apply for up to five times the latest approved CDBG entitlement amount, minus any
outstanding Section 108 commitments and / or principal balances of Section 108 loans. The
following table provides an indication of our current Section 108 loan capacity.

Table 2.1
Section 108 Loan Capacity
ITEM AMOUNT
2008-2009 Entitlement Grant 49,521,039
Multiplication Factor 5
Maximum Loan Authority £47,605,195
Current Approved Loan Balances $9,238,000
Remaining Section 108 Loan Capacity £38,367,195

It is proposed that we use a Section 108 loan financing in lieu of CDBG funds in order to keep
CDBG funds free for other community and economic development activities.

The City is Rochester is submitting a Section 108 generic loan application to provide additional
funding for the Business Loan Program which was approved last year.

The program provides a pre-approved pool of loan guarantee authority to business customers
to undertaking projects.

The Business Loan Program provides loans for machinery and equipment purchases, working
capital, real estate purchases, construction and / or renovation.
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The Business Loan Program (See Attached) will be available to all business firms located in or
moving to the City of Rochester. Assisted projects must create jobs for low- and moderate-
income persons or provide needed goods and services to residents of low- and moderate-
income residential areas.

Customers applying for an Business Loan Program must discuss the project with an account
representative of the City's Economic Development Department. The customer submits items
which are deemed necessary by the Economic Development Department to perform an
appropriate credit underwriting. The Economic Development Department will then perform a
complete underwriting / credit analysis. All loans must be approved by the Economic
Development Department. Following approval, a commitment letter is executed between the
borrower and the City. Following acceptance of the commitment letter, the City of Rochester
Law Department prepares the appropriate loan documents. A loan closing is scheduled and
disbursement of the loan funds follows the schedule outlined in the commitment letter.

The City will file a project summary with the U.S. Department of Housing and Urban
Development - Buffalo Area Office. The summary will contain a description, COBG eligibility
determination, and an evaluation of project cost and financial requirements. Funds will be
released for the project within 15 days.

The City may use Urban Development Action Grant loan and interest repayments and other
miscellaneous revenues to pre-finance a project if necessary.

The proposed loan funds will support the following Consolidated Community Development Plan
economic development goals and objectives.

Table 2.2
Section 108 Loan Fund Goals and Objectives

GOAL OBJECTIVE

Promote Economic Stability Improve Economic Opportunities for Low-

and Moderate- Income Persons

The loan funds will be used for the following eligible activities.

Table 2.4
Loan Fund Eligible Activities

HUD CODE TITLE REGULATION CITATION
Rehab: Publicly or Private Owned 570.703(I)
Commercial / Industrial
ED Direct Financial Assistance to For-Profits 570.703(1)
Special Activities by Community-Based 570.703(I)

Development Organizations: New Housing

Construction
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Projects will meet the following national objectives.

Table 2.5
Loan Fund National Objectives

MATIONAL OBJECTIVES REGULATION CITATION
Low/Mod area benefit: the service area 570.208(a)(1)
identified for activities is primarily low/mod
income
Low/mod job creation/retention: activities 570.208(a)(4)

designed to create or retain permanent
jobs, at least 51% of which will involve the

employment of low/mod persons

Low/mod job creation, location based: 570.208(a)(4)(iv)
activities where a job is held by or made
available to a low/mod person based on the
location of the person’s residence or the
location of the assisted business.

The City of Rochester will use the following standards for evaluating economic development
project costs and financial requirements:

The proposed project costs are reasonable;

That all sources of project financing are committed;

That to the extent practicable, CDBG funds are not substituted for non-Federal
financial support;

That the project is financially feasible;

That to the extent practicable, the return on the owner's equity investment
will not be unreasonably high;

To the extent practicable, CDBG funds are disbursed on a pro rata basis with
other finance provided to the project.

Customers of the Business Loan Program must demonstrate adequate cash flow to service all
existing and proposed new debt required to provide sufficient collateral to secure the loan.
Guidelines for obtaining program financing are:

Minimum of 10% cash equity based on the amount of the project.

Maximum loan-to-value of 90% of the lower cost orappra ised value (by a firm
acceptable to the City) on owner-occupied real estate.

For existing businesses, historical results must show sufficient cash flow to
repay all existing and proposed new debt service coverage ratio of at least
1:25:1.

For new businesses, historical results must show sufficient cash flow to repay
all existing and proposed new debt with a debt service coverage ratio of at
Jeast 1.25:1.

Management experience or appropriate education.

Personal Credit History - always paid on time or reasonable explanation of the
variances.
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@ Collateral - first lien position on all assets of the business or on the assels
being financed with the City loan proceeds, plus any other available collateral
deemed necessary to strengthen the application. The City may consider a
subordinate lien position to loans from financing institutions which are part
of the project on a case-by-case basis.

e Personal guarantees required of owner and / or management, unless loan
fully-secured by a bank letter of credit.

e Corporate guarantees may be required in certain cases (for example, a real
estate project where the Borrower is an LLC and the operating company is the
tenant).

Section 108 assisted industrial and commercial projects must meet CDBG public benefit
standards. All recipients of funding are required to report to the City annually the number of
jobs created and / or retained and the wage level of those jobs during the term of the loan.
The City may inspect the company facility to verify employment numbers, All projects will meet
national objectives.

The proposed activities will generate program income which will be used to make repayment
of the guaranteed loan. The City of Rochester will pledge its current and future CDBG
allocations to cover the loan amount as security for the loan.

The City will have additional security for the loan through liens on real and personal property
and a loan loss reserve.

A repayment schedule will be established for each assisted project.
Additional information on this application and proposed activities may be obtained from the

Assistant to the Commissioner of Community Development, City Hall, Room #125-B, 30 Church
Street, Rochester, New York, 14614.
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FAX (585) 428-8042 Economic Development City Hall, Room 0054
TDD/NVoice 428-6054 Department 30 Church Street

.

A. Carlos Carballada, Commissioner
(585) 428-6808

City of Rochester U.S. Department of Housin Urban Development (HUD
$2.0 Million Section 108 Business Loan Program
Program Guidelines

Descripti

This program is a jobs-based program that provides loans to assist private sector job creation for
new or expanding businesses located in the city of Rochester. Loan amounts will be based upon
a minimum formula of $35,000 in loan funds per one new job created over a three year period.
Eligible projects include furniture, fixture and equipment purchases; working capital; real estate
acquisition; and building construction and/or renovation.

. Purpose

Providing loans to commercial businesses located within the city of Rochester for projects
resulting in: (1) the creation and/or retention of private sector jobs; and (2) additional investment
within the city of Rochester.

Jo Reportin

All recipients of funding are required to report to the City annually the number of jobs created
and/or retained and the wage level of those jobs during the term of the assistance provided. The
City will reserve the right to inspect the company facility to verify employment numbers.

IV, Eligibility Requirements

A. Location and Building Use

Businesses must be located within the city of Rochester. The building use must be a
permitted or specially permitted use in the property’s zoning district. Properties, uses, or
individuals which are in violation of Federal, State, County or City codes, ordinances, or laws
are ineligible for the program.

B. Business Ownership and Operations
The applicant may be a corporation, partnership or sole proprietorship. Publicly owned or

not-for-profit organizations are ineligible.

C. Eligible Projects

The following activities are eligible for program assistance:

* Working capital

e Purchase of furniture, fixtures, and equipment

* Acquisition, construction, and/or renovation of real estate

EEC/ADA Employer
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D. Ineligible Activities
The following activities cannot be undertaken with program funds:
» Refinancing of loans
» Funds for investment not related to job retention/creation
 Purchase or financing of equity in private businesses
¢ Land banking

V. Funding Source
All assistance provided is subject to the applicable CDBG Program regulations as set forth by

HUD. Applicable CDBG regulations include: -

s ltis required that one job be created and/or retained for each $35,000 in financial assistance
provided. For CDBG purposes, a retained job is one that would be completely lost (not just
a job which is moved out of the City of Rochester or New York State).

s Atleast 51% of the jobs created and/or retained must be held by, or made available to, low-
or moderate-income individuals as defined by HUD. '

» Davis-Bacon federal wage rates must be utilized for the project if the program funds are
used for construction. The wage rate requirement is also triggered for the project when the
installation costs for equipment exceeds 14.8% of the purchase price for the equipment.

VI. Available Assistance

A. Loans
Generally, loan amounts will be from $50,000 to $500,000. Loans over $500,000 may be

considered on a case-by-case basis.

1. Loan Terms
« Furniture, Fixtures & Equipment - The typical term and amortization for equipment

loans is five years. A seven-year amortization may be considered in cases where the
borrower's cash flow demonstrates a need for more than a five-year amortization. Any
equipment loan amortized over seven years will have a five-year balloon maturity.

« Working Capital - The term and amortization for working capital loans will not exceed five

years.
» Real Estate - The term and amortization for real estate loans will not exceed ten years,

however, terms up to 20 years may be considered on an exception basis. For real estate
construction and/or renovation projects, the program will provide permanent financing

only.

2. Interest Rates ﬁnd Fees
The interest rate will be fixed at 150 basis points over the interest rate charged by HUD

to the City of Rochester, with a floor of 3.0%. Loans secured by an acceptable bank
Letter of Credit will be priced at 50 basis points over the interest rate charged by HUD to
the City of Rochester, with a floor of 3.0%.

Each loan will have a 1% closing fee due and payable at the loan closing. The borrower
will be responsible for any out-of-pocket expenses incurred by the City at the loan closing
(i.e., recording and filing fees).
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VIl. Financial Ability

Applicants will demonstrate adequate cash flow to service all existing and proposed new debt and
will be required to provide sufficient collateral to secure the loan. Guidelines for obtaining program
funding are:

Minimum of 10% cash equity based on the amount of the project.

For existing businesses, historical results must show sufficient cash flow to repay all existing and
proposed new debt with a debt service coverage ratio of at least 1.25:1.

For new businesses (in operation for less than two years) and when applicable for existing
businesses, three-year projections will be required and must show sufficient cash flow to repay
all existing and proposed new debt with a debt service coverage ratio of at least 1.25:1.
Management experience or appropriate education.

Personal Credit History - Always paid on time or reasonable explanation of the variances
Collateral - (1) First lien position on all assets of the business or on the assets being financed
with the loan proceeds, plus any other available collateral deemed necessary to strengthen the
application; or (2) A letter of credit issued by a bank acceptable to the City. The City may
consider a subordinate lien position to loans from financing institutions which are part of the
project on a case-by-case exception basis. For assistance being secured by real estate,
maximum loan-to-value of 90% of the lower of cost or appraised value (by a firm acceptable to
the City).

Personal Guarantees - Will be required of owners and/or management, unless the loan is fully-
secured by an acceptable bank letter of credit.

Corporate Guarantees - May be required in certain cases (for example, a real estate project
where the borrower is an LLC and the operating company is the tenant).

VIIl. Procedures

The applicant discusses the project with Economic Development Department (EDD) staff,
The applicant submits items which are deemed necessary to perform an appropriate credit
underwriting. EDD staff will then perform a complete underwriting/credit analysis.

~ All assistance must be approved by the Commissioner of EDD.

A commitment letter is issued by the City of Rochester Law Department.

Following acceptance of the commitment letter and satisfaction of all Conditions Precedent listed
in the commitment letter, the City's attorney prepares the appropriate closing documents.

A closing is scheduled and disbursement of the program funding follows the schedule outlined
in the commitment letter.

NOTE: The Commissioner of Economic Development reserves the right to modify the preceding
Program guidelines on a case-by-case basis for high public benefit projects.

EEQ/ADA Employer
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City of Rochester U.S. Depa of Housing and Urba elopment (HUD

$2.0 Million Section 108 Business Loan Program
Submission Checklist

Applicants must submit all of the following items to initiate the approval process.

For New Businesses and Businesses in Operation Less Than Two Years:

A business plan which includes the following:

Detailed description of the business and its products, markets and operations.
Three-year financial projections which include balance sheets, income statements, and
cash flow statements for each year, as well as all assumptions used in preparing the
projections.

Monthly cash flow statements for the first twelve months of operation.

Market strategy of the business including analysis of the local competition
Management and key personnel resumes

If an existing business, historical financial statements (including balance sheets, income
statements and cash flow statements) and interim financial statements as available.

For Businesses in Operation for More Than Two Years:

Historical financial statements for the past three years, (including balance sheets, income
statements and cash flow statements for each year), and interim financial statements as
available.

Interim financial statements, including a balance sheet, income statement and cash flow
statement. -

If historical performance does not show sufficient cash flow to repay all existing and proposed
new debt, three-year projections, including balance sheets, income statements and cash flow
statements for each year, will be required.

For ALL Applicants:

|

Sources and uses of funds for the project, including the terms and conditions of all other project
financing.

Current number of employees and number of employees who are City residents.

Projected employment increases over the next three years and the estimated amount of jobs to
be filled by City residents.

For real estate projects, complete cost budget including all soft costs.

For machinery and equipment projects, complete listing of all machinery and equipment to be
acquired plus cost detail.

For working capital projects, complete schedules of projected uses of funds.

GAGENERAL\Mew Programs - 200MHUD Business Loan Program.wpd  3-28-07
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