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~ BUSINESS AND INDUSTRY (B&I) LOAN GUARANTEE

GOAL of the BUSINESS AND INDUSTRY (B&I) LOAN GUARANTEE PROGRAM: To encourage the commercial
financing of businesses located in rural communities with an emphasis on creating jobs, saving jobs, and improving the
economic and environmental climate of rural communities. The B&I Program, is Lender-driven. RBS guarantees the
loan rather than lending directly. A commercial Lender requests the B&I guarantee, and makes and services the entire
loan.

Loan Guarantee Limits: 80% on $5 million or less, 70% on $5 to $10 million, and 60% on $10 to $25 million. Guarantees
on loans over $10 million require an administrative exception and submittal to our National Office, in the form of a pre-
application, prior to encouraging a complete application.

Lender Benefits:

The guaranteed portion of the loan reduces Lender risk.

The guaranteed portion of the loan can be sold on the secondary market.

The guaranteed portion of the loan does not count against lending limits or loan loss reserves.
B&I guarantees help Lenders satisfy Community Reinvestment Act (CRA) requirements.

The guarantee enables the Lender to be more competitive, offering better interest rates and terms.

Size of Loans:
No minimum (but should be sufficient to justify the loan documentation required)

Interest Rate, Terms, Payment Structure, and Fees:
Interest Rate:  Lenders customary commercial interest rate is negotiated by Lender and the business. Can be fixed or
variable, though it must not vary more frequently than quarterly and it must be tied to a published rate.
Repayment Term: ‘Working Capital — 7 years maximum

Equipment — 15 years maximum

Real Estate — 30 years maximum
Structure: One loan can combine multiple purposes with the repayment schedule proportionately.
Partial deferrals may be allowed the first 3 years, for reduced payments if necessary. Balloon payments at maturity are
not acceptable.
Fees: Lender’s reasonable and customary fees — negotiated by lender and business (may be included in the loan)
Guarantee fee: Generally 2% X the percent of guarantee X the loan amount, paid after loan closing (may be included in
loan) (there is no annual surcharge)

Tangible Net Worth Requirement: The business must have a TANGIBLE BALANCE SHEET NET
WORTH (using GAAP book value; tangible net worth-total assets) pro forma at loan closing, of at least
20%, for new businesses; 35% for bio energy projects; 10% for existing businesses.

Authorized Loan Purposes: (most any legal purposes are eligible for the guarantee) Business asset
Acquisition, Construction, Modernization, Equipment, Real Estate Development, Inventory, Loan Fees,
Feasibility Study, Tenant or Owner Occupied Buildings, Reasonable, Professional Services, Term Working
Capital (but no revolving lines of credit), and Debt Refinancing in qualified cases.

Ineligible uses include: Gaming (10%+ of gross), Golf Courses, Lending investment, and insurance companies. Projects,
involving more than $1 million causing the relocation of 50 or more jobs. Guaranteed loan proceeds to owners or close
relatives when the owners will retain any ownership.
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Program Limitations:

e Loan funds should not be advanced until RBS has given approval.

¢ Buildings for lease projects must have enough committed tenants to evidence positive cash flow.

* Refinancing is limited to viable businesses needing cash flow improvement; employment opportunities are
crucial justification. Same lender debt is limited to 50% of the guaranteed loan and must be current for last 12
months.

* Acquisition of an existing business is eligible if it will keep the business from closing, save or create additional
jobs.

* Loan funds for production agriculture are limited to $1 million and 50% of the loan and are only eligible when
integrated with a business or industry involved in the processing and marketing of value-added products.

¢ Funds can not be disbursed to an individual (or close relative) that will retain any ownership in the Borrower.

Lender Eligibility: (most Lenders are eligible) Must be subject to government credit examinations and in good standing.
Lender’s officers/directors/principal stockholders should have no substantial financial interest in the borrower.

Borrower Eligibility:
Most types of enterprises qualify — manufacturing, wholesale, retail, service, business space for lease...

Sole proprietorships, partnerships, corporations, nonprofits, tribes, or public entities are acceptable.

Project must be in a rural area — outside the immediate urbanizing area of a city with a population of 50,000 or more.
Majority ownership by US citizens or permanent legal residents. Good credit history.

Less than 20 percent ownership by government or military employees or Lender stockholder.

Security Requirements:

The proposed operation must have realistic repayment ability.

There must be adequate collateral to protect the Lender and USDA

Personal and/or corporate guarantees for principal owners with 20% or more ownership are expected.

Insurance:
Hazard insurance on collateral (Jesser of loan amount or depreciated replacement value)
Life insurance (decreasing term OK) generally on principals/key employees

Other Requirements:
* A Business Plan may be sufficient for an existing business, or a Feasibility Study by an independent consultant is
required on new, start-up businesses or projects resulting in a substantial change of the existing business.
e CPA-prepared, annual financial statements in accordance with GAAP may be adequate; audited statements are
generally required for loans over $3 million and when other circumstances warrant.
* Agency ENVIRONMENTAL REVIEW may be needed on new construction and major site changes.
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Section 9006 Loan & Grant Program:  for Renewable Energy Generation Systems

Loans and grants for renewable energy projects-

wind, solar, biomass, biofuels, geothermal, & anaerobic digesters
The §9006 Program provides grants, loan guarantees and loan/grant combinations to rural small businesses & agricultural
producers for the purchase & installation of renewable energy generation systems in rural areas. Energy efficiency
projects (which are discussed in a separate information sheet) are also eligible for assistance under this program.

Funds available
In Fiscal Year (FY) 2007, over $19.1 million in §9006 grants were awarded. $176.5 million was available for loan
guarantees and was not fully utilized. Appropriation numbers are not yet available for FY 2008. Grant size:

$500,000 maximum ($2,500 minimum) per project— cannot exceed 25% of total project cost. Guaranteed loan
size: $10 million maximum per borrower- rates and terms negotiated with lender with 1% guarantee fee to Agency.

Eligible applicants

Rural small businesses — “small” as defined by SBA — www.sba.gov/size/summary-whatis.html — and not in a Census-
defined Metropolitan Statistical Areas. Note: SBA defines “small” power generators as producing <4 million
megawatt hours/year; biofuel manufacturers with <1,000 employees.

Agricultural producers (including nurseries & dairies) — individuals or business entities receiving at least 50% of gross
income from agriculture. (The SBA-“small business” limitation does not apply to ag producers.)

Preference is given to “very small businesses” — those with <15 employees & <$1 million in annual receipts.

The applicant must have a demonstrable financial need for the grant assistance, but is not applicable for loans.

Majority ownership must be held by US citizens or permanent residents.

Nonprofits & public projects are not eligible. Utilities are typically excluded from eligibility.

Eligible purposes
Purchase and installation in a rural location of a renewable energy generating system, limited to the following:

1. Biomass, bio-energy — producing fuel (e.g., biodiesel, ethanol), thermal energy, or electric power from a biomass
source (crops, trees, wood, plants, & their residues and fats, oils, & greases, but excluding animal waste, paper,
& unsegregated solid waste)

Biomass, anaerobic digesters — producing thermal energy or electric power via anaerobic digestion using animal
waste & other organic substrates

Geothermal, electric generation — electric power from the thermal potential of a geothermal source

Geothermal, direct use — producing thermal energy directly from a geothermal source

Hydrogen — renewable energy systems using hydrogen as an energy transport medium

Solar, small — electric projects with rated power <10 kW; thermal projects with rated storage <240 gallons

Solar, large — electric projects with rated power >10 kW; thermal projects with rated storage >240 gallons

Wind, small — systems with a <100 kW-rated wind turbine & with a generator hub height of <120 feet

Wind., large — systems with a >100 kW-rated wind turbine

Strong preference is given for technology that is “commercially available” — i.e., that has a proven operating history and
has an established design, installation, & service industry. Pre-commercial technologies — i.e., those that have
emerged through the R&D process and have commercial potential — may qualify, but require substantially more
documentation. Experimental or R&D projects are not eligible.

The applicant must own & control the system, though a qualified third-party may be engaged to operate it.
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Authorized uses
e Renewable energy machinery & equipment — purchase & installation (including reimbursement for these costs only
if the costs were incurred gffer submitting your application).
e Renewable energy real estate improvements — materials & construction (including reimbursement for these costs
only if the costs were incurred gffer submitting your application).

Committed to the future of rural communities.
(05/19/2008)
“USDA is an equal opportunity provider, employer and lender.”






