
MADISON COUNTY’S AGRICULTURAL  REVOLVING LOAN FUND
Policy Guidelines and Operating Plan
The purpose of the Agricultural Revolving Loan Fund (ARLF) is to fill a financial gap in grant and credit availability to help create or expand value-added and direct marketing opportunities, by providing up to $10,000 for farm stand infrastructure (construction, design development, market analysis, etc.), value-added agricultural product development, training for cheese-making, meat-cutting or other agricultural processing initiatives, training and equipment to ensure food safety and security, and promotional materials for agri-businesses (such as websites, pamphlets, signage, etc.).  In making small low-interest loans available for the above stated purposes, Madison County hopes to increase direct marketing opportunities for farmers, thereby helping and promoting agriculture.  The loans will be limited to farms and agri-businesses with gross incomes of $1,000,000 or less.

Questions concerning these guidelines should be directed to the Agricultural Economic Development Program at (315) 697-9817.  

I. General



Policy Guidelines and Operating Plan.  The Policy Guidelines and Operating Plan (the “Plan”) was adopted by Madison County’s Agricultural Revolving Loan Fund Committee (the “Committee”) on November 3, 2008 and is intended to serve as the primary administrative document for the Agricultural Revolving Loan Fund (ARLF).  Any substantial changes to the Plan must be adopted by the Committee and must be consistent with the terms and conditions of the United States Department of Agriculture’s Rural Development’s Rural Business Enterprise Grant.

Agricultural Revolving Loan Fund.  Madison County’s Agricultural Economic Development Program in conjunction with the Committee will administer the ARLF in a manner consistent with the plan.

Objectives.  The primary objectives of the ARLF are to assist in the establishment and expansion of value-added and direct marketing agricultural enterprises in Madison County.
Form of Assistance.  The ARLF will provide assistance in the form of loans.
Nondiscrimination.  In accordance with Federal law and U.S. Department of Agriculture policy, Madison County is prohibited from discriminating on the basis or race, color, national origin, sex, age, or disability.  To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S.W., Washington, D.C. 20250-9410, or call (800) 795-3272 (voice) or (202) 720-6382 (TDD).

II. Eligible Loan Activities

1. The principal business activity which will be primarily impacted by the ARLF financing must be located within Madison County.

2. ARLF assistance may be provided for any agricultural business activity which effects the ARLF program objectives.

3. The business activity to be undertaken with assistance from the ARLF must result in the creation or retention of employment opportunities.

4. The following is a partial list of activities that the ARLF will fund:

a. farm stand infrastructure (construction, design development, market analysis, etc.)

b. value-added agricultural product development

c. training for cheese-making, meat-cutting or other agricultural processing initiatives

d. training and equipment to ensure food safety and security

e. promotional materials for agri-businesses (such as websites, pamphlets, signage, etc.)

5. In order to be eligible, borrowers’ businesses must have a gross income not exceeding $1,000,000 annually.

6. Preference will be given to 1st time borrowers of the ARLF.  Borrowers may only have one loan out of the ARLF at a time.  Until the 1st loan is fully amortized, they are not eligible for another loan from the ARLF.

7. Preference will be given to farmers.

Agricultural Revolving Loan Fund Standards:

General.  The existing or proposed agricultural activity must present a reasonable likelihood for long-term viability based on such factors as management, product, marketability, competition and capitalization.  Borrowers must be of generally good character and credit standing and must not be in arrears in the payment of any real property taxes.  As a condition for submitting a formal application for ARLF assistance, a prospective borrower, depending on a demonstrated level of experience or expertise, may be required to participate in a technical assistance program or course and/or utilize selected technical assistance services arranged or offered by the County.

Employment.  The ARLF will result in the creation or retention of employment opportunities.

(a) Jobs of 35 or more hours per week will be considered as one full-time job.  Part-time permanent jobs of less than 35 hours per week will be converted to full-time equivalent jobs by dividing the number of part-time hours by 35.

(b) Seasonal jobs will be considered permanent jobs.
Lending Policies:

Maximum Amount of Assistance.  Loans will not exceed the amount of $10,000.  

Term of Loans.  Loan term may not exceed seven years.
Interest Rate.  The interest rate will be set at 1% below the established prime rate at the time of closing.  The ARLF rate shall remain fixed throughout the term of the loan unless a default rate is applied pursuant to the Note and loan documents.
Repayment Terms.  The Committee will determine the schedule of loan repayments on a case-by-case basis based on the applicant’s projected ability to repay the loan (debt ratio for farmers less than 80% of gross income), the projected value of the collateral and other security and the overall risk assumed by the ARLF.  Repayment terms will involve standard forms of loan amortization.  

Security.  The Committee will determine the required security for each loan on a case-by-case basis.  The ARLF will attempt to secure each loan with sufficient collateral to repay the loan if a default occurs.  The collateral for each loan will be analyzed for its appropriateness to the purpose of the loan request.  All loans will require a personal guarantee.

III. Application Procedure

Loan Applications.  Applications for ARLF financing must include all of the information required by the ARLF Application Form, and any additional information as may be reasonably requested by the County acting through the Agricultural Economic Development Program in conjunction with the Committee.  A prospective borrower will be required to have developed a feasible business plan with financial projections clearly demonstrating sufficient cash flow to meet the borrower’s objectives and to repay the ARLF to the County.

Application Fee.  No application fee shall apply to the submission of applications for ARLF financing.

Guidelines for Application Processing
1. Individuals seeking to borrow funds from the ARLF will submit the application form (attached hereto as Appendix A) to the Agricultural Economic Development Program, indicating the activities for which financing is being requested as well as the amount of funds being sought from the fund;


2. The Agricultural Economic Development Specialist with review the application to assure that proposed activities meet local eligible activity requirements and that monies are available to fund the loan;
3. If the borrowers’ application meets the guidelines, the Agricultural Economic Development Specialist will give the application to the County’s Economic Development Consultant to perform a loan analysis. 


4. The County’s Economic Development Consultant in conjunction with the Agricultural Economic Development Specialist will then prepare a presentation of the borrowers proposed project as well as the loan analysis to present to the Committee.  The borrower may be asked to prepare a presentation for the Committee.

Loan Committee.  The Committee will review applications within 14 days of receipt and will make recommendations to the Board of Supervisors.  No loan application may be presented to the Board of Supervisors for action without a review and recommendation(s) by the Committee.  The Committee will also be responsible for reviewing and making recommendations to the Board of Supervisors as appropriate regarding loan portfolio management issues (see section on Loan Management).

The Loan Committee will consist of Madison County’s Agricultural Economic Development Specialist, Madison County’s Economic Development Consultant, Executive Director of Madison County’s Industrial Development Agency and two representatives from the County’s Agricultural Community to be named by the Chairman of the Board of Supervisors. The two representatives from the County’s Agricultural Community will serve three-year terms.

Loan Approval.  The Board of Supervisors shall have sole authority to approve ARLF loans.  Such authority shall include the commitment to lend ARLF funds, the repayment terms, and the requisite security for the loan.  The application of other appropriate conditions of lending and covenants of the borrower shall be the responsibility of the County’s attorney with input from the Agricultural Economic Development Specialist and the Committee.

Loan Disapproval.  

(a) Loan applications may be disapproved by the Committee, Planning Committee or the Board of Supervisors based on a lack of application completeness, a failure to meet the eligibility criteria pursuant to the Plan, or for any reason or reasons which represent a reasonable determination that the approval of the ARLF application would not meet the objectives of the ARLF program and/or would not represent an appropriate or prudent use of ARLF funds.  In such instances, the applicant will be notified in writing for the reason(s) for disapproval.

Post Approval Process

Borrower Requirements.  Borrowers may be required to agree to utilize selected technical assistance programs arranged or provided by the County, allow the County to access information necessary to perform periodic evaluations of the business and provide reports and information as required.

Commitment Letter.  Within ten calendar days from the date of the Board of Supervisor’s approval of an ARLF, a commitment letter shall be sent to the applicant, which includes the following information:

(a) The amount of the loan approved, the applicable interest rate, the term of the loan, the terms of repayment and the expiration date of the commitment.

(b) The required use of loan funds.

(c) The ARLF’s requirements for collateral and additional security – including guarantees, pledges of assets, etc., if applicable.

(d) Summary information regarding employment requirements if applicable.

(e) Requirements regarding the acceptance or procurement of technical assistance.

(f) Any other conditions of lending.

(g) A listing and explanation of any fees to be charged and other closing costs if applicable.

(h) A listing of those conditions and requirements of the borrower which must be fulfilled precedent to a loan closing if applicable.

(i) Any other information which could reasonably be expected to influence the borrower’s decision to accept the terms of the loan commitment.

Loan Closings.  The Agricultural Economic Development Specialist shall have the responsibility to prepare and/or require the preparation of all appropriate closing documents.  The County will bear responsibility for all associated closing costs (up to $300 per loan).  In conjunction with the County Attorney, the Committee shall determine the appropriate closing documents to be executed based upon the terms and conditions of the loan approval and standard commercial lending policies.  Such documents shall generally include the following:

(a) A loan agreement which includes a description of the loan terms and security, appropriate representations and warranties, the conditions of lending, affirmative and negative covenants – including compliance with applicable federal laws and regulations, requirements regarding employment creation and reporting, requirements for the utilization and/or procurement of technical assistance, default provisions and any other provisions which may be appropriate.

(b) A note or notes to evidence the indebtedness and the terms of repayment.

(c) The appropriate documents to evidence and record mortgages, liens, personal guarantees, and such other security as may be required by the terms of the loan.

(d) Other appropriate documents as determined by the County’s attorney.

Security.  The County’s attorney will be responsible for perfecting all of the ARLF’s security interests, including, where appropriate, the execution of security agreements, the filing of financing statements, the execution of guarantees, and any other appropriate actions to adequately protect the ARLF’s interests.

Loan Disbursements.  The disbursement of loan proceeds shall be the responsibility of the Agricultural Economic Development Specialist.  For such disbursement, the following guidelines shall generally apply:

(a) Subject to the borrower’s compliances with the terms and conditions of the loan agreement, all documents evidencing and securing the loan, and other guidelines for disbursement as described in this Plan.  The Agricultural Economic Development Specialist may disburse loan proceeds upon the borrower’s presentation of vouchers and other such evidence satisfactory to the Committee, which represent paid or accrued expenses of the borrower and which are eligible costs as determined by the Committee.

IV. Loan Management
Delinquencies.  Madison County’s Treasury or its designee will contact the borrower within 30 days of any delinquency and determine if there is a need to procure additional information or to provide technical assistance.  Delinquencies which continue for 90 days will be referred to the Committee for further action.

Adjustment of Terms and Conditions.  Requests by the borrower for adjustment of any of the terms and conditions of the loan will be reviewed by the Agricultural Economic Development Specialist and/or the Economic Development Consultant and/or the Committee to determine whether the adjustment is in the best interest of the ARLF program.  

Annual Financial Review.  The Agricultural Economic Development Specialist will be responsible for conducting an annual financial review for all borrowers based primarily on the annual financial statements submitted by the borrower.  Additional information may be procured as appropriate.  The reviews will be presented to the Loan Committee and/or Board of Supervisors for further action or recommendations as appropriate.

Compliance Monitoring.  The Agricultural Economic Development Program will be responsible for monitoring the borrower’s compliance with all of the conditions and covenants of the Loan Agreement.  Such responsibility shall include taking appropriate actions in the event of non-compliance, informing the Loan Committee, Board of Supervisors and County’s attorney of any incidence of default under the terms and conditions of the loan agreement, and providing file documentation as appropriate.

Default – Condition of Financial Hardship.  In asserting its remedies upon a default of the borrower, the County may elect not to pursue and/or liquidate personal assets of the borrower if such action will clearly present an extraordinary financial hardship to the borrower, the borrower’s family, or any loan guarantor.  Extraordinary financial hardship is generally defined as the creation of a condition of bankruptcy or loss of personal assets which are necessary to enjoy a minimum level of living comfort.
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