KANDIYOHI COUNTY AND CITY OF WILLMAR ECONOMIC DEVELOPMENT COMMISSION (EDC)
JOINT OPERATIONS BOARD (OB)

FINANCE COMMITTEE

MINUTES
April 7, 2015
EDC Board Room, Willmar

Present:

Nick Dalton, Les Nelson Justin Schnichels, Jim Vrchota, Russ Weeks and Randy Zinda

Excused:

Gary Gilman and Bruce Peterson

Absent:

Matt Behm

Guest:

Dave Henle, Heritage Bank, N.A.

Staff:

Jean Spaulding, Assistant Director

Secretarial:

Nancy Birkeland, Legal & Administrative Assistants, Inc. (LAA)

Jean Spaulding called the meeting to order at approximately 12:04 p.m. and took the agenda out of order.

UNFINISHED BUSINESS
Elect chair and vice chair. Spaulding informed the committee that Jim Vrchota has agreed to serve as this
committee’s chairperson.
IT WAS MOVED BY Nick Dalton, SECONDED BY Justin Schnichels, to elect Jim Vrchota as
chairperson of the Kandiyohi County and City of Willmar Economic Development
Commission Finance Committee. MOTION CARRIED.

MINUTES
IT WAS MOVED BY Les Nelson, SECONDED BY Nick Dalton, to approve the minutes of the
February 10 and March 10, 2015 meetings as emailed. MOTION CARRIED.

UNFINISHED BUSINESS CONTINUED
Intermediary Relending Program (IRP). Spaulding informed the committee that Dave Henle is attending
today’s meeting at their request to answer the committee’s questions.
The committee had the following questions, which Henle answered:
1.

Does Heritage Bank receive any fees (origination or service) for managing the program?

A:

Yes. Heritage Bank collects $500 on both sides. The current program has a 1% origination
fee. Fees collected are at the discretion of Heritage Bank. Heritage Bank does not receive a
service fee for managing the program.

2.

Is there a service agreement between the Willmar Housing and Redevelopment Authority (HRA)
and Heritage Bank?
A:
The HRA does not pay a servicing fee to Heritage Bank.

3.

Who does the underwriting of the loans?
A:
Heritage Bank’s Loan Committee underwrites its portion of the loan. The Willmar HRA
board essentially “rubber stamped” each loan as Heritage Bank was unable to share private
data. Henle stated there has not yet been a loan that has been delinquent or in default.
The bank controls the foreclosure process as the IRP is in second position. Foreclosure and
any fees related thereto, would be a joint effort. Spaulding noted there is approximately
$34,000 for loan losses. The EDC will be obligated to pay back the USDA and would be in an
unsecured position for some time. All current loans included the purchase of a building.

4.

What loan application form is used?
A:
A sample is provided (see attached). The form includes information as to applicants in
Main Street Willmar’s historic district. Henle mostly used Heritage Bank’s application form.

Henle stated the current program has been used as a zero down program. The program cannot exceed
75% of the financing. The most recent loans approved did not have any equity to contribute. Currently,
the program has been 50/50% participation with a 10-year amortization. Approximately one loan a year
has been approved, but the application area has been very restricted. Henle stated at one point, the HRA
got behind in its payments to the city of Willmar, but after one of the loans refinanced, payments to the
city were caught up. Approximately $20,050 is due to the city of Willmar and $24,678 is due annually to
the USDA. The maximum loan with HRA was $150,000. Heritage Bank changes the lender’s name to the
Willmar HRA on its documents. Spaulding reported the EDC’s attorney has reviewed the template of the
current loan programs. It was the committee’s consensus to have the EDC prepare its loan documents for
the IRP. Heritage Bank receives two separate payments on each loan and keeps track of the payments
(100% participated as a shadow loan). The IRP loans are a half percent less than what Heritage Bank
charges for interest.
The committee reviewed a draft IRP Manual and made the following changes (see attached):
a.
Under Real Estate Loan change the maturity from not more than 15 years to 10 years.
b.
Under Loan Guidelines, delete the first sentence in paragraph 4 and change EDC’s
participation from 25% to 50%.
c.
Under Loan Terms, change the wording in paragraph 2 to read: “Maximum amount of IRP
loans for one borrower with common ownership—$150,000
d.
Under Loan Terms, change the wording in paragraph 2 to read: “The loan term shall be no
less than 1 year and may be up to 10 years based upon the productive life of the assets.
e.
Under Administration, delete paragraph 7.
f.
Under Interest Rate and Repayment Terms, the first sentence will be changed to read:
“The interest rate will be fixed at the SBA quarterly debenture rate at the time of closing.”
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Spaulding asked the committee to consider the following questions:
1.
Should job creation and retention be included in the guidelines?
2.
Limit use of the funds or leave as is?
3.
Put a cap on the amount of loan funds that can be used for operating capital?
4.
Need to follow USDA guidelines for eligibility? The criteria set by the USDA has more to do with
citizenship. They do not eliminate nonprofit entities. Spaulding provided a list of entities that are
ineligible and stated the manual will include a link to this list (see attached).
[Randy Zinda was excused from the meeting.]

NEW BUSINESS
Quarterly report of outstanding loans. The committee received the outstanding loan reports.

ADJOURNMENT—There being no other business, the meeting was adjourned at approximately 1:09 p.m.

NEXT MEETING—The next committee meeting is 12 noon, Tuesday, May 12, 2015 at the EDC office.
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Intermediary Relending Program

MANUAL

Adopted by the EDC Joint Operations Board ___/___/2015
Ratified by the EDC Joint Powers Board ___/___/2015

Introduction
The Kandiyohi County and City of Willmar Economic Development Commission (EDC) has established
an Intermediary Relending Program (IRP) through the United States Department of Agriculture (USDA)
Rural Development, which is administered by the EDC’s Finance Committee (Committee). The IRP is
intended to be a permanent loan fund where money is available for new loans on a continuing basis as
loans are repaid.
The purpose of the IRP is to provide alternative (gap) financing to qualified businesses to promote job
retention, job creation and the stimulation of private investment in an effort to strengthen and
diversify the economy and the tax base of Kandiyohi County. Loans will serve as matching funds to
create up to 100% leverage project financing with other borrowing sources to assist existing or new
businesses meeting program eligibility. Loan money is intended to complement, not replace, existing
local development and private financing efforts.
Definitions
BORROWERS may be individuals, public or private organizations or other legal entities, given that:
• majority ownership is held by U.S. citizens or permanent residents per federal guidelines
• the applicant owes no delinquent debt to the federal government
• the applicant is unable to obtain affordable commercial financing for the project elsewhere
• the business will be located in Kandiyohi County
• the applicant has no legal or financial interest or influence in the EDC
COMPLETE APPLICATION shall include: form completed as provided by the EDC and all items described in
Application Content.
LENDING INSTITUTION is any financial institution in Kandiyohi County or located outside Kandiyohi County
doing business with a company located or expanding in Kandiyohi County.
NON REAL ESTATE LOAN is any secured loan, except real estate, with a maturity greater than 1 year but
not more than 10 years, which is on an amortizing schedule and repays from cash flow. The need
and economic reasonableness of the loan must be firmly established. The term of the loan must
not exceed its economic purpose.
REAL ESTATE LOAN is any loan secured by real estate with a maturity greater than 5 years but not more
than 1510 years. The extension of funds for real estate related projects will be considered on
projects that will increase the property tax of the area while supplying a satisfactory security level
on the IRP’s capital. This type of loan should clearly best satisfy the borrowing needs relative to
the purpose of the loan and the ability to repay. It is necessary to provide security within the total
project financing package.
INTERMEDIARY RELENDING PROGRAM LOAN is a loan used for the primary purposes of purchasing equipment,
purchasing or expanding an existing facility or constructing a new facility in Kandiyohi County.
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Loan Guidelines
1. Applicants must be located in Kandiyohi County, meet IRP eligibility guidelines and be in an eligible
industry category under the Small Business Administration (SBA) guidelines.
2. Applicants must have adequate collateral and cash flow to service the debt and show additional
lending to meet up to the 100% leverage guidelines.
3. The Committee shall recognize that adequate collateral is not a primary consideration in approving
loans.
4. Applicants must provide a minimum of 10% owner equity as part of the 100% leverage guidelines.
EDC participation will not exceed 2550% of the total project.
5. Applicants must provide with their application a personal credit report for principal owner(s) with
20% or more ownership.
Loan Terms
1. Minimum amount of loans—$5,000
2. Maximum amount of IRP loans for one borrower with common ownership—$250,000150,000 (no
more than 25% of an IRP loan may be used for loans to recipients that exceed $150,000)
3. The loan term shall be no less than 1 year and may be negotiated up to 1510 years based upon the
productive life of the assets.
4. EDC will take a security interest position in any equipment or real estate financed.
5. EDC will require personal guaranties of the applicant(s).
6. EDC will accept subordinate position loans.
7. The IRP’s collateral must be adequately insured.
8. Recipients will be charged a 1% loan origination fee plus all costs associated with the loan.
Administration
1. The administration and operation of the IRP will be the responsibility of the Committee. The
Committee will present all loan applications for final approval to the EDC Joint Operations Board of
Directors.
2. The Committee will operate within the guidelines stated in this document.
3. Loan applications should be submitted to the EDC office, 222 20th Street SE, P.O. Box 1783,
Willmar, MN 56201.
4. The Committee will advise the EDC Joint Operations Board of Directors of its activities quarterly.
5. The Committee may contract with the financial institution that originates the loan to service the
loan.
6. The Committee will invest all available funds in short-term investment financial instruments.
These funds will be deposited in a local financial institution in an effort to provide funds for
commercial bank loans.
7. If a financial institution services the loan, it will receive the 2% interest above Wall Street Journal
prime as its fee.
8. Because of the nature of the information that will be considered in the administration of the IRP,
the meetings of the EDC Finance Committee will be open to Committee members, the involved
lending institution and affected business parties only.
9. Because of the potential for conflicts of interest in the loan decision process, any Committee
member who has a potential conflict of interest in a loan request is required to reveal their
position to the full Committee. The Committee member with the conflict will be allowed to assist
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in the application process and participate in the discussion of the loan request, but will abstain
from the motion and voting on the motion to approve or reject the loan.
10. The Committee will not participate in the application process.
11. The Committee will not approve incomplete applications.
12. The Committee will recognize the increased risk associated with lower equity levels and will not
recommend for approval loans that it believes do not provide sufficient cash flow opportunities to
support repayment of the obligation.
13. Applications that have the potential to create up to 100% leverage project financing must be based
on the appraised market value of the property.
14. The participating bank shall provide to the EDC quarterly reports.
15. The Committee will review annually the information from the participating banks about the IRP
loans.
16. It may be necessary for the Committee to review periodically and modify its policy for loans in
response to changing money market conditions, portfolio structure and local market conditions.
Interest Rate and Repayment Terms
The interest rate will be fixed at Wall Street Journal prime rate plus 2% the SBA quarterly debenture
rate at the time of closing. The interest rate will be computed as simple interest and will be fixed for a
period not to exceed five years and adjusted for a similar period using the same index and margin. All
loans will be structured to fully amortize over the term of the loan. Borrowers will be required to set
up automatic payments from their checking account for the monthly loan payments under this
program.
Application Content
Borrower shall provide a completed Application form as provided by the EDC, which shall include the
following items:
1. A business plan, including:
a. History of the business
b. Market analysis and strategy
c. Products
d. Manufacturing process; and
e. Financials (including those designated below)
2. Business organization documents, including Articles of Incorporation, Bylaws and Certificate of
Incorporation.
3. Certificate of Good Standing (obtained for corporations from Secretary of State) or Certificate of
Assumed Name, if applicable.
4. Federal tax returns filed by the business for the past 3 years (unless in business less than 3 years).
5. Income statements and balance sheets from the past 3 years plus current within 90 days (unless in
business less than 3 years).
6. Current debt schedule as outlined in the Application form.
7. Current detailed accounts receivable and accounts payable listing including an aging.
8. Income and cash flow projections for the next 2 years. [The projection must show a positive cash
flow after one year.]
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9. A detailed expense budget for the project showing how the requested funds would be spent and
during what time periods. The budget should make clear how the major elements of expense
were estimated. Applicant(s) should specify when the loan is desired and in what amount.
10. Personal credit report for each principal owner.
11. Statement of source of equity for the project, and how it will be obtained and appraised.
12. Commitment letter regarding any financing the applicant’s lending institution will provide for the
project.
13. Signed personal financial statements dated as of the date of application for principal owner(s) with
20% ownership or more.

Z:\Finance\USDA Intermediary Relending Program\IRP Manual draft 4.2015.wpd
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§4274.319 Ineligible loan purposes.
Agency IRP loan funds may not be used for payment of the intermediary's administrative costs or expenses. The
IRP revolving fund may not be used for:
(a) Assistance in excess of what is needed to accomplish the purpose of the ultimate recipient's project.
(b) Distribution or payment to the owner, partners, shareholders, or beneficiaries of the ultimate recipient or
members of their families when such persons will retain any portion of their equity in the ultimate
recipient.
© Charitable institutions, that would not have revenue from sales, fees, or stable revenue to support the
operation and repay the loan, and fraternal organizations.
(d) Assistance to Federal government employees, active duty military personnel, employees of the
intermediary, or any organization for which such persons are directors or officers or have 20 percent or
more ownership.
(e) A loan to an ultimate recipient which has an application pending with or a loan outstanding from another
intermediary involving an IRP revolving fund if the total IRP loans would exceed the limits established in
§4274.331(b).
(f) Agricultural production.
(g) The transfer of ownership unless the loan will keep the business from closing, or prevent the loss of
employment opportunities in the area, or provide expanded job opportunities.
(h) Community antenna television services or facilities.
(i) Any illegal activity.
(j) Any project that is in violation of either a Federal, State, or local environmental protection law or regulation
or an enforceable land use restriction unless the assistance given will result in curing or removing the
violation.
(k) Lending and investment institutions and insurance companies.
(l) Golf courses, race tracks, or gambling facilities.
(m) For any line of credit.
(n) For any legitimate business activity when more than 10 percent of the annual gross revenue is derived from
legalized gambling activity.
[63 FR 6053, Feb. 6, 1998, as amended at 73 FR 54307, Sept. 19, 2008]

