GA B&I

Information need for full application

BPLP Guide #5


APPLICATION CHECKLIST

 Applications will be filed with the Agency by submitting the following information to: 

USDA, Rural Development 

355 East Hancock Avenue

Mail Stop 305
Athens, GA 30601

Procedure reference: RD Instruction 4279-B (pages 23-25)

 (1) A completed Form 4279-1, “Application for Loan 
Guarantee (Business and Industry)”.

We suggest that all lenders and applicants download and use the B&I Loanpack 2000 program when submitting a loan guarantee application.  This can be downloaded from the following site:




 




         http://www.rurdev.usda.gov/rbs/pub/softw/biloanpack.htm
  (2) The information required for filing a 
Preapplication, if not previously 
filed 



A letter signed by the borrower and lender containing the following:

1. Borrower's name, organization type, address, contact person and federal tax identification and telephone numbers.

2. Amount of the loan request, percent of guarantee requested, and the proposed rates and terms.

3. Name of the proposed lender, address, telephone number, contact person, and lender's Internal Revenue Service (IRS) identification number.

4. Brief description of the project, products, services provided, and availability of raw materials and supplies.

5. Type and number of jobs created or saved.

6. Amount of borrower's equity and a description of collateral, with estimated values, to be offered as security for the loan.

7. If a corporate borrower, the names and addresses of the borrower's parent, affiliates, and subsidiary firms, if any, and a description of the relationship.

(3) Form RD 1940-20, “Request for Environmental 
Information” and attachments. 

 NOTES:
 

(4) Appraisals

Appraisals report accompanied by a copy of the appropriate environmental site assessment, if available. Under no circumstances should you accept an appraisal from the borrower.  Only those appraisals delivered by the appraiser directly to the lender should be accepted.  Lenders should consult RD AN No. 3798 dated October 22, 2002, for guidance relative to lender responsibilities for acceptable real property and chattel appraisals.  Our Unnumbered Letter entitled, “B&I Guaranteed Loan Program Appraisals and Appraisal Review Checklist,” dated November 14, 2002, is intended to help ensure that appraisals meet Standards I and II of the Uniform Standards of Professional Appraisal Practices (USPAP) and provides the lender with a mechanism for completing administrative reviews of all real property appraisals for the B&I guaranteed loan program.

 Notes:

(5) Financial Information:

For all businesses, a current (not more than 90 days old) balance sheet, a pro forma balance sheet at startup, and projected balance sheets, income and expense statements, and cash flow statements for the next 2 years. Projections should be supported by a list of assumptions showing the basis for the projections.

Notes:

(6) Lender’s complete written analysis: 

Lenders should consult RD AN No. 3757 dated May 1, 2002, relative to specific lender financial analysis requirements related to loan processing and servicing.
Analysis is required for  
Spreadsheets of the balance sheets and income 
statements for the previous 3 years (for existing 
Businesses), pro forma balance sheet at startup, and 2 
years projected year-end balance sheets and income 
statements with appropriate ratios and comparisons 
with industrial standards (such as Dun & Bradstreet or 
Robert Morris Associates) . All data must be shown in 
total dollars and also in common size form, obtained by e
xpressing all balance sheet items as a percentage of 
assets and all income and expense items as a percentage 
of sales.

The lender’s credit analysis must address the 
borrower’s management, repayment ability including a 
cash-flow analysis, history of debt repayment, 
necessity of any debt refinancing, and the credit 
reports of the borrower, its principals, and any 
parent, affiliate, or subsidiary.


Although RD Instruction 4279-B, section 4279.131, states that the lender is primarily 
responsible for determining credit quality, the Agency must adequately review the 
lender’s analysis.  Additionally, the Agency has the responsibility for determining if 
the lender’s underwriting of the loan is consistent with sound practices. 

Notes:

(7) Commercial credit reports obtained by the lender on the borrower and any parent, affiliate, and subsidiary firms.      

(8) Current personal and corporate financial statements of any guarantors.  

Lenders should consult RD AN No. 3801, dated November 14, 2002, for guidance and 
clarification concerning the Administrator’s directives relative to obtaining unconditional 
personal and/or corporate guarantees.  All future loan guarantee agreements are to require 
an  
“unconditional” personal and/or corporate guarantee.  A guarantee of payment is not 
equivalent to a full, unconditional personal or corporate guarantee, because it is restricted in 
coverage to limited situations.  

(9) Loan Agreement

Proposed Loan Agreement or a sample Loan 
Agreement with an attached list of the proposed Loan 
Agreement issues a 
Loan Note Guarantee. The following requirements must be 
addressed in the Loan Agreement:

(i)
Prohibition against assuming liabilities or obligations of others.

(ii)
Restriction on dividend payments

(iii)
 Limitation on the purchase or sale of equipment and fixed assets

(iv) Limitation on compensation of officers and owners

(v)
Minimum working capital or current ratio requirement

(vi) Maximum debt-to-net worth ratio

(vii)Restrictions concerning consolidations, mergers, or other circumstances

(viii)Limitations on selling the business without the concurrence of the lender

(ix)
Repayment and amortization of the loan

(x)
List of collateral and lien priority for 
the loan, including a list of persons and 
corporations guaranteeing the loan with a 
schedule for providing the lender with 
personal and corporate financial statements. 
Financial statements on the corporate and 
personal guarantors must be updated at least 
annually.

(xi)
Type and frequency of financial 
statements to be required for the duration of 
the loan

(xii)
The final Loan Agreement between the lender and borrower will contain any additional 
requirements imposed by the Agency in its Conditional Commitment.

(xiii)A section within the Loan Agreement will be established at this time for the later 
insertion of any necessary measures by the borrower to avoid or reduce adverse environmental impacts from this proposal’s construction or operation. Such measures, 
if  necessary, will be determined by the Agency through the completion of the environmental review process.

(10)A Business Plan

The plan which includes, at a minimum, a description of the business and project, management experience, products and services, proposed use of funds, availability of labor, raw materials and supplies, and the names of any corporate parent, affiliates, and subsidiaries with a description of the relationship. Any or all of these requirements may be omitted if the information is included in a feasibility study.

Business plans is required for all borrowers unless content is covered in a feasibility study RD Instruction 4279-B, 4279.150 Appendix A.   

The following topics must be covered

Economic   Market      Technical      Financial         Management 
    (11) Independent feasibility study, if required.

     See RD AN AN 3825 (4279-B) Business and Industry Guaranteed Loan Program Feasibility Studies
(12)
For companies listed on a major stock exchange or subject to the Securities and Exchange Commission regulations, a copy of SEC Form 10-K, “Annual Report Pursuant to sections 1315 D of the Act of 1934.”

(13)
For health care facilities, a certificate of need, if required by statute.

(14)
A certification by the lender that it has completed a comprehensive analysis of the proposal, the applicant is eligible, the loan is for authorized purposes, and there is reasonable assurance of repayment ability based on the borrower’s history, projections and equity, and the collateral to be obtained.

“The lender must ensure that all project facilities must be designed utilizing accepted architectural and engineering practices and must conform to applicable Federal, state, and local codes and requirements.  The lender will also ensure that the project will be completed with available funds and, once completed, will be used for its intended purpose and produce products in the quality and quantity proposed in the completed application approved by the Agency.” 
  

(15) Any additional information required by the Agency.

The above information was discussed with the undersigned during an application processing work shop with Eddie M Douglas on the date.

Date________________   For the Lender______________________________

                                                 For the Borrower____________________________

BY EMD

3/9/2003


