
CHAPTER 5

SECTION 3
RLF Administration

A.
Start Up Requirements For CDAP RLF

An important aspect of RLF start up involves revenue and cost projections. Since the capitalization for a prospective CDAP RLF consists of loan revenues generated by the repayments from one or more original CDAP loans, it is essential to first estimate the point at which the accumulated repayments will be large enough for RLF lending to begin. A related consideration is what size the RLF loans should be. Some RLF administrators will make a few loans in large amounts. Others will make many small loans. The more loans the RLF holds in its portfolio at any given time, the heavier its administrative burden will be due to the increased frequency of loan packaging, credit reviews, loan closings, loan collection efforts, and the occasional need to deal with loan default situations. Initially, a two year projection of revenues and costs to operate the RLF fund will be a helpful guide to staffing and other considerations for start up. A useful basis for a start up budget can be obtained from DCCA’s CDAP Revolving Loan Fund Checklist (Appendix 5-3-A). This checklist outlines the normal workflow in RLF operations, from setting the lending policy through the establishment of adequate financial recordkeeping. 

A second aspect of RLF start up concerns the proposed organizational structure. In Section 2, paragraph I, it was pointed out that a minimum organizational requirement for CDAP RLF lending involved the ability to make a responsible credit decision, followed by a legislative action approving the loan. The use of staff, whether in-house or out-of-house, to deal with loan clients typically will be an operating cost to the RLF. In contrast, the approval of RLF loans typically is made in either of two ways, neither of which will involve RLF fund operating costs. One way is for a standing legislative committee to review a staff recommendation on a loan and then request the full legislative body to approve the loan by resolution. The other way introduces a loan review committee between the staff assessment and the legislative decision. Appointed by the legislative body, loan review committees typically include some private banking representation and their members serve without compensation. The recommendation of a formal loan review committee, based on a review of the staff report, typically will make for a more effective credit decision without an increase in administrative costs.

B.
Practical Considerations in Staffing for RLF Administration  

One requirement of the RLF recapture strategy is that the grantee develop a management plan and address the availability of persons with the requisite knowledge to perform credit analysis, to secure loans, and to maintain the loan collection effort. Many CDAP RLFs with smaller capitalizations will, in fact, be adequately served by existing administrators who are able to take on these additional duties. If a unit of local government does not have the expertise, it will be better served by contracting the RLF operation to an outside agency such as a regional planning commission or a consultant with lending expertise and familiarity with the programmatic and financial reporting requirements of the CDAP RLF.

For an RLF having a larger capitalization, the development of in-house staff capability will  likely become a priority. Improved controls and cost reduction will be factors in such decisions.  Administration of the RLF requires skills in the areas of business, finance, law, marketing, credit analysis, loan packaging, processing and servicing. No staff will have expertise in all the areas. Even the most experienced RLF administrator has at various times been required to hire equipment brokers and professional engineers to evaluate offered loan collateral. Similarly, there are times when the services of an attorney become essential.

C.
Required Elements of the Loan Application

Appendix 5-3-D, Loan Documents, has sample CDAP-RLF Application Guidelines and Application Forms. Appendix 5-3-B lists the items required for credit analysis. Review of the application for RLF assistance is the basis for establishing the HUD-required appropriate determination. The loan application materials should be sufficiently detailed to: establish the need for CDAP RLF assistance; permit a credit analysis to be conducted with due diligence; and show that the project will offer the required 51 percent benefit to persons of low-to-moderate income.

1.
The History of the Company should address one of the three reasons for RLF assistance - gap financing; locational incentive; or necessary rate of return. Memoranda produced in the loan review should reference the need for RLF assistance.

2.
Historical year end statements, interim current year statements, and pro forma financial information on the business are necessary for credit review purposes. Where financial statements are unaudited, a current schedule of existing debt should be given. A detailed sources and uses of funds statement on the new proposed financing should be given, sufficient to match the uses with specific sources of debt and equity financing. The bank lender’s commitment letter should reference all conditions of the lending. This information should be sufficiently detailed 

to establish what the total debt load on the company will be as a result of the new project; whether sufficient income will be available in the future to service that debt; and whether there will be an adequate collateral position available for the RLF lending. Appendix 5-3-B offers a sample format for the development of a RLF loan review memorandum. It includes a template for financial spreadsheet analysis. In practice, readily available and inexpensive computerized spreadsheet applications will be somewhat easier to use. 


Due diligence requires another level of background checks. Not every RLF loan candidate will be forthcoming with respect to their business or personal affairs. Personal credit checks through credit reporting agencies (Transamerica and TRW are two examples) sometimes pick up significant information on an individual, such as court judgments and bankruptcy filings, that will be at variance with their personal financial statements. Knowledge of these may have an impact on the credit decision. For this reason, the loan documentation should contain current, signed and dated personal financial statements with correct address and social security identification. Similarly, situations are known when an offered collateral position did not, in fact, exist. When specific collateral is offered against the RLF lending, application should be made to the Secretary of State’s office for a Uniform Commercial Code (UCC ) search for any prior liens. 

3.
The loan documentation (to be discussed more fully in subsection D) should also include a signed letter from an officer of the company stating that the expected level of job creation or retention will be in place within 12 month’s time of the completion of the project.


These materials required of the loan application often will contain proprietary or otherwise sensitive product information as well as corporate and personal financial information. Loan clients seldom are large companies required by the Securities and Exchange Commission to file regular financial reports accessible to the public. The typical RLF client will demand that the RLF administrator preserve confidentiality respecting both the business and their own personal financial affairs. Confidentiality can be preserved by doing the work of application review in closed meetings and by choosing general rather than specific language for memoranda intended for legislative action and public inspection.


As a final point concerning the loan application process, it is important that the RLF administrator quickly contact the applicant’s bank lender to negotiate a secure collateral position for the CDAP lending. The RLF administrator should always strive for either a separate or a shared pro rata first security interest on specific business assets. A junior lien position is acceptable where the liquidated value of the asset is sufficient to satisfy the bank’s position as well as the RLF's. Alternatively, the loan 

applicant’s personal assets may offer a basis for collateralizing the RLF lending. If there is no reasonable basis for collateral coverage, the loan should not be made. 

D.
The RLF Loan Closing Process and the Standard Loan Documentation
Once the RLF loan commitment has been made, it is good practice to issue a formal commitment letter. This letter outlines the conditions under which the loan is to be made and directs the loan applicant to supply the party who is closing the loan with specific items required for the closing. The items required usually will include corporate resolutions to authorize the borrowing (but not for partnerships) and information necessary for perfecting the collateral position (such as: legal descriptions of real estate; make, model and serial numbers of equipment collateral to be secured through UCC filings). Procedures for perfecting the collateral position are discussed in Appendix 5-3-C. 

In moving toward a loan closing, the RLF administrator should establish a single point of contact for borrower. This procedure will minimize confusion and lead to an orderly closing.

Development of a timely loan closing process is essential for most business and other lending. Two alternative paths to a CDAP RLF loan closing are, first, the preparation of the loan documents and conduct of the closing by an attorney, and second, the preparation of the loan documents and conduct of the loan closing by the RLF administrator. The loan documents contained in this manual, together with an attorney’s explanation of the purpose of each instrument, are sufficient for self-prepared loan closings (Appendix 5-3-D). When the RLF has access to an attorney knowledgeable in the area of commercial law, the expense of an attorney loan closing may, in the long run, prove to be cost-justified in leading to an orderly closing that will avert future problems. RLFs sometimes charge the loan customer a small fee (for example, one percent of the loan amount) to help offset the cost of an attorney loan closing.

For infrastructure projects, where the local government borrows RLF funds, benefiting companies should be required to sign a Participation Agreement whereby the company binds itself to pay the local government the amount of the infrastructure cost if job creation/retention and private investment objectives are not met. A sample Participation Agreement can be found in Appendix 5-3-E.     

E.
Portfolio Management
There are programmatic requirements to be satisfied in CDAP RLF portfolio management in addition to the loan collection effort and maintenance of the collateral position. Typically, the loan customer has one year in which to satisfy the 51 percent low-to-moderate income benefit in their agreed-to job creation or job retention. Regular contact with the loan customer will be necessary to satisfy the job creation/retention. 

Regular collateral maintenance includes frequent checks to ensure that the loan customer keeps current on their business interruption insurance with the RLF operator named as beneficiary, and filing UCC continuances for loans whose terms exceed the five year period after which the original UCC filing will otherwise automatically terminate. Many RLF’s employ a system of tickler files for this purpose.   

As far as loan collection is concerned, a good loan monitoring system should be centralized. An amortization schedule should be prepared for each loan and be presented to the company at the loan closing in a clear written statement that includes: what the regular repayment amount is; where the repayment should be sent; what the policy is on late payments short of a default; and what period of time triggers the default interest rate charge. If payments are not received within seven days of being due, notice should be sent promptly, with any late charges that may have accrued. If the payment still has not been received, staff should immediately call the delinquent company to discuss the source of the delay and when the overdue payment will be made. Chronic problems will result if collection efforts are lax.

For each loan, RLF staff should set up a monitoring file that includes the loan repayment schedule (with a column to check off and date each payment received), a dated log of telephone calls made and items discussed, and copies of all correspondence from and to the borrower.

At the end of each month, the RLF bookkeeper should provide analysts with a status listing of all outstanding loans with the following elements: 

Borrower: Loan Amount, Date Made, Date Due, Percent Interest, Monthly Payment
Payment Status: Current, Late: 30 days, 60 days, 90 days
This summary serves as a reminder to staff on loans requiring collections and as a useful summary of loans for staff to provide to the loan review committee or board on a regular basis. It will also assist the RLF in completing the semi-annual reports to DCCA.

F.
When a Problem Loan Surfaces
Good loans occasionally fall into technically default situations from which they recover. A problem loan, in contrast, is one where no clear answer is given to the question, “When will payments resume?” Alternatively, a problem loan is one where the borrower wants to materially alter the terms of the original loan agreement, to the detriment of securitization. In such situations, borrowers have been known to become evasive or even hostile. The following are suggestions for dealing with problem loan situations:

1.
Never go into a discussion with a problem borrower by yourself; always have a second person present to confirm what was said and take notes.

2.
Always take new collateral before releasing the old.

3.
Photograph your proposed collateral if you have any doubt of the borrower’s trustworthiness.  

 
4.
Never threaten, especially if you are unsure what you can do.

5.
Never be intimidated.

6.
Do not concede anything without gain.

7.
Always follow CDAP rules on any proposed changes.

 
8.
Confirm everything in writing.

9.
Know who you are talking to - are they the decision makers?   
G.
Recourse in the Event of a Default
Some problem loans will not work out successfully. If it is known that the borrower’s position is no longer tenable, or the borrower ceases to conduct business, the RLF administrator may already be racing against the clock before a declaration of bankruptcy. It is possible and legal to reclaim defaulted loan collateral, and the RLF administrator should make every effort to do so. However, governments are required to conduct business somewhat differently than other lenders. The advice of a knowledgeable attorney is essential when seeking recourse.

H.
Closing Out the Paid in Full Loan
Promptly returning the borrower the original promissory note and prepared UCC releases and/or mortgage release deeds is good business courtesy and has been known to secure repeat business from the RLF borrower. Release procedures are discussed in Appendix 5-3-C.   
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APPENDIX 5-3-A

CDAP REVOLVING LOAN FUND CHECKLIST
Date of Review_____________________

Grantee __________________________
Reviewer
________________________

A.
Lending Process

1.
Is the approved recapture strategy on file?
 ___ Yes ___ No


2.
Organization and Staffing



(a)  
Is the loan decision-making process consistent with the approved 

strategy?

___ Yes ___ No


If no, discuss __________________________________________

     ____________________________________________________



(b)
Who provides staff support for the RLF (e.g., analyzes financials, closes loans, etc.) ______________________________________




____________________________________________________




____________________________________________________



(c)
Are loans reviewed by a Loan Review Committee? 




 ___ Yes ___ No




(i) 
If yes, list committee members _______________________





 _______________________________________________




(ii) 
If yes, how are committee members selected? ___________





 _______________________________________________

B.
Loan Evaluation

1.
Is there a standard RLF application package?  ___ Yes ___ No



(a)
Does the application package request sufficient financial information to make the necessary financial analysis (e.g., P & L’s balance sheet, projections, etc.)

___ Yes ___ No



If no, discuss  _____________________________________________



_________________________________________________________



(b)
Does the application package require specific commitments from 

the business for job creation/retention and LMI benefit?  







___ Yes ___ No


2.
Does the application file contain a write-up of the prospective loan, delineating its strengths and weaknesses and offering a recommendation for action?






___ Yes ___ No



If no, discuss________________________________________________



__________________________________________________________



__________________________________________________________

C.
Loan Closing Process

1.
Are there standardized loan documents?



(a)Loan Agreement


___ Yes ___ No



(b)Promissory Note


___ Yes ___ No



(c)Security Agreement


___ Yes ___ No


2.
Is there evidence that the UCC-1/UCC-2 and/or mortgages are being properly executed and filed?


___ Yes ___ No



If no, discuss________________________________________________



__________________________________________________________

                      __________________________________________________________

D.
Loan Servicing and Monitoring

1.
Collection Process



(a)
Is loan repayment schedule for each loan maintained in the files?







___ Yes ___ No



(b)
Is a listing of all overdue loans maintained?
___ Yes ___ No



(c)
Is there a standard process for follow-up for delinquent loans?







___ Yes ___ No



(d)
Describe the process: ___________________________________


      _____________________________________________________

 ____________________________________________________ 


2.
Work-Out Foreclosure



(a)
Does the file indicate that the RLF has exercised all its rights under 
bankruptcy law to recover funds lost?
___ Yes ___ No



(b)
Was legal counsel consulted during foreclosure and liquidation 

proceedings?


___ Yes  ___ No

E.
Job Creation/Retention Monitoring
	
	(a) Company Name
	Jobs Created/Retained

Proposed     Actual
	% LMI Benefit

Proposed     Actual
	LMI Benefit Documentation Methodology

	1
	
	
	
	
	
	

	2
	
	
	
	
	
	

	3
	
	
	
	
	
	

	4
	
	
	
	
	
	

	5
	
	
	
	
	
	

	6
	
	
	
	
	
	

	7
	
	
	
	
	
	

	8
	
	
	
	
	
	

	9
	
	
	
	
	
	

	10
	
	
	
	
	
	




(b)
Does the loan agreement contain provisions allowing the local 

government to impose sanctions for failure to create/retain jobs or 

meet 51 percent LMI benefit?

___ Yes  ___ No

PART II.  FINANCIAL RECORDKEEPING
A.
Internal Controls

1.
Are duties separated so no one individual has complete authority over an entire RLF financial transaction?

 
___ Yes  ___ No


2.
Who has responsibility for:

(a)
Issuance of loan check to borrower

Name _____________________
Title ______________________

(b)
Receipt of loan repayment




Name _____________________
Title ______________________

(c)
Deposits into RLF account

Name _____________________
Title ______________________




(d)
Book Entries





Name _____________________
Title ______________________


(e)
Bank Reconciliations




Name _____________________ Title ______________________

B.
Loan Repayment Receipts


1.

Are loan repayment checks restrictively endorsed?
___ Yes        No


2.

Are deposits made promptly and intact?


___ Yes ___ No


3.
Are repayments deposited into a separate account?
___ Yes ___ No


4.
If funds are commingled, can RLF funds receipts and 



disbursements be tracked?



___ Yes ___ No

C.
Disbursement of CDAP funds (Complete Worksheet #2)


1.
Are repayments made by check?



___ Yes ___ No


2.
Are pre-numbered checks made?



___ Yes ___ No




3.
How many signatures are required on a check? ____________________



4.
Who is authorized to sign checks? ______________________________



5.
May checks be drawn to cash or bearer? 

___ Yes ___ No


6.
Are checks signed or countersigned in advance?
___ Yes ___ No

D.
Bank Reconciliations

1.
Are bank reconciliations prepared monthly?

___ Yes ___ No


2. 
Are they reviewed and approved?


                      ___ Yes ___ No



     By Whom? _________________________________________________

E.
Book of Accounts

Are the following books kept?


1. 
Cash receipts register



___ Yes ___ No


2.
Cash disbursements register



___ Yes ___ No


3.
General ledger



___ Yes ___ No


F.
Administrative Expenses

1.
Does a spot-check reveal any instances where RLF administrative expenditures were not necessary or reasonable for proper and efficient  administration of the RLF?








___ Yes ___ No


2.
Are RLF expenditures for administrative expenses within the 10% limit?








___ Yes ___ No

G.
Worksheets

1.

Complete worksheet #1


2.
If loans have been made from RLF account, complete worksheet #2 and 

worksheet #3.

WORKSHEET #1

CDAP GRANTS

	(Original Loan)

Company Name

Grant Number
	Recapture 

to Date
	Total to be Recaptured
	Current

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	TOTAL  
	$
	$
	$

	COLUMN A
	
	
	



______  

Initial   

WORKSHEET #2

RLF Loans


Company Name

	
	Column

B

Amount of Loan
	Column 

C

Recapture 

to Date
	Total to be Recaptured
	Is Loan

Current

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	TOTAL  
	$
	$
	$
	


_______  

Initial   

WORKSHEET #3


$__________________
	
	


_______  

 Initials    

PART III:
RECOMMENDATIONS
Describe any recommendations for improving the administration of the RLF.

APPENDIX 5-3-B










DATE:





FINANCIAL ASSISTANCE SUMMARY

COMPANY






COMMUNITY CONTACT

Name:
____________________________

Name:
___________________


Address:__________________________

Address: _________________


City: _____________________________

City: ____________________


Contact: __________________________

Telephone: _______________
Telephone: ________________________







Year Organized: ____________________




Date of Financial Statements: _________







PROJECT DESCRIPTION - PURPOSE OF REQUEST - WHY UNDERTAKING PROJECT

HISTORY AND DESCRIPTION OF COMPANY, PRINCIPALS AND MANAGEMENT

JOB CREATION:




FUNDING:


Jobs Created/Retained: ___________
Private

$___________ =____        %


Public: $___________ = $____    /Job
State

$___________ =____        %


Current Employees:______________
Other Public
$___________ =____        %








Total

$___________ =____        %

ANALYST’S FINANCIAL RECOMMENDATIONS:                                   






















                                   






















                                   



















               ________________________________________________          ______        

SOURCE AND USE OF FUNDS
PROJECT COST




USE


SOURCE


Acquisition of Land


$_______________

_________________



Acquisition of Building


$_______________

_________________

New Construction/Renovation
$_______________

_________________



Machinery and Equipment

$_______________

_________________



Working Capital


$_______________

_________________



Infrastructure Improvements

$_______________

_________________



Other:  (i.e., Administration)

$_______________

_________________



Total Cost:



$_______________

_________________


Do Project Costs Appear Reasonable?_____________________________________________









Cost estimates provided by vendors/contractors?____________________/internally?________

SOURCE OF FUNDS



  Source 
Term/Rate 
Amount 
Annual D/S
Lien Position
Bank

_________
_________
________
__________
______________

Federal
_________
_________
________
__________
______________

Other Private
_________
_________
________
__________
______________

State

_________
_________
________
__________
______________

Other Public
_________
_________
________
__________
______________

Equity

_________
_________
________
__________
______________

Total Sources: $___________________
Annual Debt Service: $___________________








Available PAT & Depreciation: $____________








D/S Coverage Ratio:_____________________


PERSONAL NET WORTH OF PRINCIPALS (Net of Applicant Business).

Name_______________________
  $_______________
Liquid




Name_______________________
  $_______________
Liquid



CREDIT CHECK


Current
Original
Maturity


Monthly
  Collateral


Obligations
Amount
Date      Date      Balance
Payment
  Position

_________
______
______  ______ ______
________
  __________


_________
______
______  ______ ______
________
  __________


_________
______
______  ______ ______
________
  __________

_________
______
______  ______ ______
________
  __________

Comments:

















____________________________________________________
_____________________________________________________________________________________






__________________

FINANCIAL ANALYSIS (000 OMITTED)











   IND.  
BALANCE SHEET INDICATORS
19   
19   
19   
20   
20   
  STD  

1)  Current Ratio (CA/CL)

        
        
        
        
        
     
 
2)  Quick Ratio (C+R/CL)

        
        
        
        
        
     N/A

3)  Working Capital (CA - CL)

        
        
        
        
        
     
 
4)  Days Receivable


        
        
        
        
        
             
5)  Days Inventory


        
        
        
        
        
             
6)  Days Payable


        
        
        
        
        
             
7)  Retained Earnings


$       
        
$       
        
$       
     N/A  
8)  Net Worth



$        
         
$       
        
$       
     N/A  
9)  Debt/Equity Ratio


          
         
         
         
         
             
10) Note Rec. - Officer

$        
        
$       
         
$       
     N/A  
11) Note Pay.- Officer


$        
        
$       
         
$       
     N/A  
P & L INDICATORS

1)  Sales



$        
        
$       
         
$       
     N/A   

Sales Growth Rate

          
        
         
          
         
     N/A   
2)  Does Company Control Costs?

COGS/Sales


        
        
        
        
        
            

SGA/Sales


        
        
        
        
        
           

3)  Profits After Taxes


$        
        
$       
         
$       
     N/A   

PAT/Sales


          
        
         
          
         
     (EBT)
4)  Hidden Cash Flow

Depreciation


$        
        
$        
        
$        
    N/A  

Officer Salaries

$        
        
$        
        
$        
     N/A 
5)  Cash Flow Available

PAT & Depr.


$        
        
$        
        
$        
     N/A 
OPERATING RATIOS

1)  EBT/Tang. Net Worth

         
         
         
        
          
               %

2)  EBT/Total Assets


         
         
         
        
          
               %

3)  Sales/Net Fixed Assets

         
         
         
        
          
               %

4)  Sales/Total Assets


         
         
         
        
          
               %

PAT - Profit After Taxes


CA - Current Assets


COGS - Cost of Goods Sold    

SGA - Selling, General Administrative Costs
EBT - Earnings Before Taxes  

DEPR - Depreciation


R - Receivables



CL - Current Liabilities


C - Cash
A.
NEED FOR ASSISTANCE


Financing Gap:_________________










Rate of Return Gap:_____________




1.
Are other sources of funding possibly available to complete the project without



RLF assistance?



Explain:


2.
Is ownership's rate return sufficient to induce participation without RLF



assistance?



Explain:

B.
COMMENTS

1.
CREDIT CHECKS


Prior RLF loan:



Primary Lender comments (include individuals’ name):



Trans Union Credit Report:


2.
COLLATERAL VALUATION

3.
MANAGEMENT BACKGROUND

4.
P & L COMMENTS

5.
BALANCE SHEET COMMENTS

6.
OTHER COMMENTS
C.
POTENTIAL FINANCIAL LOAN APPROVAL PROVISIONS:

1.
Obligations of the ______________ will cease immediately without penalty of further payment being required in any fiscal year the Revolving Loan Fund fails to appropriate or otherwise make available sufficient funds for this Agreement.

2.
Evidence of other leverage financing prior to signing of the closing documents which is as follows:


a.
Term Loan from ________________________
 (Bank) for no less than $________________ at a ____________
 percent annual rate (_____%) of interest for a __________________ (___
) year term.


b.
Working capital line of credit from__________________ (Bank) for no less than $_______________ at a              

 percent annual rate (       ) interest for a ___________________ month/year term.  This line of credit is not included in the public/private funds leverage computation.



c. 
Cash equity injection of $______________ by _______________



(Company/Individuals).



d.
Approval by the Small Business Administration for a loan guarantee to the _______________________ (Bank).


e.
Provision of $__________________ for ___________________  (infrastructure) improvements by ______________ (municipality).


3.
Second lien security interest in favor of the ____________ in all personal property, including, but not limited to accounts receivable, inventory, machinery, equipment, furniture, fixtures, general intangibles and proceeds thereof.


4.
Second lien security interest in favor of the ______________on real estate 


located at ___________________________.           


  




5.
Personal guarantees in the amount of the loan from __________________________________________________________.


6.
Corporate guarantees in the amount of the loan from __________________________________________________________.
7.
Second mortgage in the amount of the loan on the personal residence of  __________________________________________________________.            












8.
Assignment of life insurance on life of _______________ in an amount of  $___________ which shall be a decreasing term unless assignments of equivalent dollar amounts for existing permanent type insurance are substituted.


9.
Second security interest in the listed securities of __________________________________________________________ .


10.  
Subordination of all existing and future officer note payables, capital contributions and withdrawals for term of the RLF’s loan in favor of the       ____________________________.


11.
A preliminary mortgage title commitment (ALTA form 1970 - Amended Oct. 17, 1970) from a title company acceptable to the lender, to be followed by a final mortgage title insurance policy immediately after closing.


12.  
A business interruption insurance policy acceptable to the____________ .


13.  
Documentation of a _______________  (term) _____________ (sq. ft.) building __________________ (lease, lease/purchase) contract in 



              

       (describe).


14.
Documentation and identification of all permits including, but not limited to: building, construction, zoning, subdivision, EPA and IDOT.


15.
Final documentation of all project costs including all construction and equipment costs and serial numbers of new equipment acceptable to the ________________________________.




16.
The borrower shall maintain liability and worker’s compensation insurance for the full term of the RLF’s loan.


17. 
A certificate of insurance and lender’s loss payable letter from your agent stating the evidence of general liability, worker’s compensation and employer’s liability coverage and building/contents on ________________
 with dollar amount of coverage, policy number and expiration date of each type of coverage naming the number and expiration date of each type of coverage naming the _____________________________ as a loss payee.

D.
POTENTIAL PROGRAMMATIC LOAN APPROVAL PROVISIONS:

1.
The borrower shall maintain liability and worker’s compensation insurance for the full term of the RLF loan.


2.
The borrower shall create a minimum of _____ jobs within one year of the date of funding.

E.
POTENTIAL FINANCIAL LOAN DENIAL PROVISIONS:

1.
INADEQUATE COLLATERAL

The value of the collateral offered to the __________________ as security does not adequately cover the amount of liens, including the proposed loan, against the collateral.


2.
LACK OF NEED FOR FUNDS


The ________________requires documentation which justifies the applicant’s need for RLF funds.  Unfortunately, your application did not provide documentation sufficient to justify this need.


3.
INADEQUATE OWNER’S INJECTION OF EQUITY (DEBT/EQUITY RATIO)

The ___________________generally requires the owner to provide equity as part of the project.  We then assess the total debt of the company in comparison to the owner’s total equity.  The injection of equity you propose in your project was inadequate to meet the ______'s guidelines.


4.
INADEQUATE CASH FLOW TO PAY DEBT SERVICE

Based upon our analysis of your application’s projected financial statements, the proposed debt service exceeds your projected cash flow available to pay such debt  service.


5.
INADEQUATE FINANCIAL CONDITION

The ________________ generally requires various financial ratios to be within acceptable industry standards.  The projected financial ratios of your project are inadequate to meet the ____________'s  guidelines.


6.
UNSUBSTANTIATED SALES PROJECTIONS
Your application did not provide sufficient information to justify and substantiate the sales projections.

F.
POTENTIAL PROGRAMMATIC LOAN DENIAL REASONS:



1.
INADEQUATE JOB/DOLLAR RATIO

Your loan request of $_______________ proposed to create _____ jobs is in excess of our ______________'s standard of $______________ per job.


2. 
INELIGIBLE REFINANCING OF EXISTING DEBT


The ______________________ is unable to participate in the refinancing of existing debt.  Your project includes the refinancing of $_________  of debt from _____________________ .


3.
INELIGIBLE LINE OF CREDIT AS LEVERAGE

The __________________ is required to leverage RLF funds against conventional term loan financing.  Your project proposes to utilize a line of credit rather than a bank term loan as leverage.


4.
INADEQUATE LEVERAGE

The ______________________ is required to leverage RLF funds against conventional term loan financing.  Your project does not have a sufficient amount of private funds in order to leverage the Revolving Loan Funds.


5.  
TITLE I REQUIREMENTS APPLY?

_____
 YES
_____
 NO


Remarks  
















































FINANCIAL INTEREST DISCLOSURE

I hereby attest, to the best of my knowledge, that neither I nor any member of my immediate family have or expects to have a direct or indirect financial interest in any Revolving Loan Fund decision made in connection with this Financial Assistance Request.  If, from and after the date of this attestation I obtain information that I or any member of my immediate family was or has become financially interested in the Revolving Loan Fund decision, I will disclose such information.

__________________________________        _______________________________

NAME






DATE

APPENDIX 5-3-C

PERFECTING THE COLLATERAL POSITION; CONTINUANCES; RELEASES

Acceptable loan collateral may be owned either by the business itself or personally by one of the business’s principals.  Third parties may also step forward to offer loan collateral, but this should only be allowed upon the advice of one’s attorney.

Liens establish the collateral position.  Mortgage liens are filed with, and recorded  by,  the local County Recorder of Deeds upon presentation of a signed mortgage note.  Liens on specific pieces of equipment as well as liens on all the assets of a corporation are established using a Uniform Commercial Code form (UCC-1).   UCC liens should be submitted to the local County Recorder of Deeds for local recording, and  with the Secretary of State’s Uniform Commercial Code Division.  UCC liens expire automatically five years after their initial filing.  If the loan term exceeds five years, you need to anticipate its expiration date in order to file a UCC continuation for a second five year term  (UCC-2).  The Secretary of State routinely issues lien holders notice of approaching expiration dates for renewal purposes.  When a personal asset such as a certificate of deposit or a negotiable security is taken as loan collateral,  the RLF administrator will ask the borrower to secure from their bank a certificate assignment form, and from the issuer of the security, a stock assignment form.  These effectively transfer ownership of the certificate of deposit or the security to the RLF lender.  Release of  certificates of deposit or stock assignments is required when a loan has been paid in full.

UCC Searches.  When the borrower offers an existing piece of equipment identifiable by serial number and /or make and model number as collateral for a new loan, prudence dictates  the RLF administrator should check to verify that the equipment is not already pledged to another lender. This requires a debtor name search in the local County Recorder’s records as well as application  to the UCC Division of the Secretary of State’s office for a similar search.  Application must be by letter at a cost of $10 per debtor.  (For requirements telephone the UCC Division at: 217-782-7518, TDD Relay 800/526-0844). 
UCC Lien Assignments.   A sample UCC-1 form is attached.  This names the collateral and its location, the debtor and the lien holder.  Where there is a lengthy collateral list, it may be referenced and appended to the UCC-1.  Cost per debtor currently varies by County Recorder. For the Secretary of State’s office,  currently it is $4 per lien assignment.  (Same telephone number as above).
UCC Lien Continuations.   A sample UCC continuation form is attached (UCC-2).  This requires signature by the lien holder only and extends the lien for another five year period.  
UCC Lien Releases.   A specimen lien release form is attached (UCC-3).  When the loan has been paid in full, active UCC-1 assignments or continuations must be released by the RLF.  This requires filing UCC-3’s with the Secretary of State’s office (telephone number above) and with the local County Recorder of Deeds.
Mortgage Releases.   To release collateral secured by a mortgage, one begins at the County Recorder’s office with a search of the grantor-grantee book (or frequently, with its computerized equivalent).   At the entry where the debtor’s name, the RLF’s name, and the date the loan was made all match up,  one takes the listed document number in order to proceed to the next step.  The document number will lead to the actual mortgage document.  This should be scrutinized for conformity with the actual terms of the loan.  The document  will contain a necessary item for the deed release, the legal description of the property.  The mortgage document will carry a book and page number.  When preparing the mortgage release deed,  care should be taken to correctly name the parties to the mortgage, the document number, the book and page number, and the legal description of the property.  A sample release deed is attached.
Release of Certificates of Deposit and Securities.   To release a certificate of deposit or a stock assignment, the best course is to inquire of the bank or the issuer of the security how to terminate the assignment of the security interest.  Practices will vary.
Timeliness.  Just as closing loans promptly is good business, promptness in releasing collateral will be appreciated by the loan client and may in fact lead to other lending opportunities with that client.
EXHIBIT A
to

UCC - 1

Financing Statement

Debtor:
Secured Party:

Krystie Kleer                                                             
       

Supermarkets Incorporated
_________________________________

5401 South Wentworth
(unit of local government)
Chicago, Illinois 60601

All of the following property, or interests in property, of Debtor, whether now owned or existing and hereafter acquired or arising and wheresoever located: accounts, inventory, goods, furniture, machinery, equipment, fixtures, general intangibles (including, without limitation, goodwill, inventions, designs, patents, patent applications, trademarks, trademark application, trade names, licenses, leasehold interests in real and personal property, franchises, tax refund claims, and guarantee claims, security interests or other security held by or granted to Debtor to secure payment of Debtor's accounts), tax refunds, chattel paper, contract rights, instruments, documents, notes, returned and repossessed goods and all other personal property or interests in personal property; together with all accessions to, substitutions for, and all replacements, products and proceeds of the foregoing (including, without limitation, proceeds of insurance policies insuring all of the foregoing), all books and records (including, without limitation, customer lists, credit files, computer programs, printouts and other computer materials and records) pertaining to any of the foregoing, and all insurance policies insuring any of the foregoing

By:






[image: image1.png]UNIFORM COMMERCIAL CODE - FINANCING STATEMENT - FORM UCC-2
INSTRUCTIONS:
1.

——

This STATEMENT is presented to a filing officer for filing pursuaat to the Uniform. Commercial Code

3.

2. Remove Secured Party and Debtor copies and send

Reorder from Stuart-Hooper Company 8757 South Greenwood Avenue Chicago, lllinois 60619 Telephone AC 312/3734 8900

ST ATE OF lLLINOlS

— e ——

PLLEASE TYPE this form. Fold only along perforation for mailin

other 3 copies "with interleaved carbon paper to the filing officer. Enclose filing fee

If the space provided for any item(s) on the form is inadequate the item(s) should be continued on additional sheets, preferably 5" x 8" or 8" x 10"
y one copy of such additional sheets need be presented to the filing officer with a set of three copxes of the financing statement. Long sched:
ules of collateral, mdemures etc., mdy bL on dny size papcr that is Convement for the Secured Part

For F111ng Officer (Date, Tlme,

1.

Debtor(s) (Last Name) and address(es)

Number, and Filing Office)
Secured Party(ies) and address(es)

2. (If collateral is crops) The above described crops are growing or are to be grown on: (Describe Real Estate)

3. (If applicable) The above goods are to become fixtures on [The above timber is standing on
gas) accounts will be financed at the wellhead or minehead of the well or mine located on

and this financing statement is to be filed in the realestate records. (If the debtor does not have an jirterest of record) The name of a record owner is
4.0OProducts of Collateral are also covered.

This financing statement covers the following types (or items) of property

ASSIGNEE OF SECURED PARTY

..] [The above minerals or the like (including oil and
. .] (Strike what is inapplicable) (Describe Real Estate)

Additional sheets presented

Filed with Recorder’s Office of County, Illinois. By:

Signature of (Debtor)
By:
(Secured Party)*
oET ! *Signature of Debtor Required in Most Cases;
FILING OFFICER COPY ALPHAEETICAL Signature of Secured Party in Cases Covered By UCC §9-402 (2).

This form of financing statement is approved by the Secretary of State
~TANDARD FORM-UNIFORM COMMERCIAL CODE- FORM UCC-2- REV. 3.75

H123304




[image: image2.png]STATE OF ILLINOIS
UNIFORM COMMERCIAL CODE — FINANCING STATEMENT — FORM UCC-1

INSTRUCTIONS:
1. PLEASE TYPE this form. Fold only along perforation for mailing.
2. Remove Secured Party and Debtor copies and send other 3 copies with interleaved carbon paper to the filing officer. Enclose filing fee.

3. If the space grovided for any item(s) on the form is inadequate the item(s) should be continued on additional sheets, preferably 5” x 8" or 8” x 10”. Only one
copy of such additional sheets need be presented to the filing officer with a set of three copies of the financing statement. Long schedules of collateral,
indentures, etc., may be on any size paper that is convenient for the secured party.

For Filing Ofﬁcer

This STATEMENT is presented to a filing officer for filing pursuant to the Uniform Commercial Code. (Date, Time, Number, and Filing Office)

Debtor(s) (Last Name First) and address(es) Secured Party(ies) and address(es)

1. This financing statement covers the following types (or items) of property:

ASSIGNEE OF SECURED PARTY

2. D Products of Collateral are also covered.

Additional sheets presented.
Filed with Office of Secretary of State of Illinois. By: S C Db
ignat t "
Debtor is a transmitting utility as defined in UCC §9-105. ignature o (Debtor) (Secured Party)
* Signat f Debtor Required in Most Cases:
(1) FILING OFFICER COPY — ALPHABETICAL Signature of Secured Party in Cases Covered by UCC §9-402(2).

This form of financing statement is approved by the Secretary of State.
STANDARD FORM — UNIFORM COMMERCIAL CODE — FORM UCC-1 — Rev. 1-75





[image: image3.png]STATE OF ILLINOIS
UNIFORM COMMERCIAL CODE
STATEMENTS OF CONTINUATION, PARTIAL RELEASE, ASSIGNMENT, ETC. —FORM UCC-3
INSTRUCTIONS:
1. PLEASE TYPE this form. Fold only along perforation for mailing.
2. Remove Secured Party and Debtor copies and send other 3 copies with interleaved carbon paper to the filing officer.
3. Enclose filing fee.
4. If the space provided for any item(s) on the form is inadequate the item(s) should be continued on additional sheets, preferably 5" x 8" or 8” x 10”. Only one copy of
such additional sheets need be presented to the filing officer with a set of three copies of Form UCC- 3 Long schedules of collateral, etc., may be on any size paper that
is convenient for the Secured P
5. At the time of ﬁhng ﬁlmg officer wﬂl return third copy as an acknowledgement

This STATEMENT is presented to THE FILING OFFICER for filing pursuant to the Uniform Commercial Code: ;unl’mng Officer (Date, Time, Number and
Debtor(s) (Last Name First) and address(es) Secured Party(ies) and address(es) ¢ Of

This Statement refers to original Financing Statement No.

Date filed: .19 Filed with
A [:] CONTINUATION ....... The ofrflgmal financing statement between the foregoing Debtor and Secured Party, bearing the file number shown above, is
still e

B. D PARTIAL RELEASE ... From the collateral described in the financing statement bearing the file number shown above, the Secured Party releases
the property indicated below.

c. [} ASSIGNMENT .......... The Secured Party certifies that the Secured Party has assigned to the Assignee whose name and address is shown below,
Secured Party’s rights under the financing statement bearing the file number shown above in the property indicated below.

D. D TERMINATION .......... -heﬁSecured Partyr/‘ certifies that the Secured Party no longer claims a security interest under the financing statement bearing
the file number shown above ,

E. D AMENDMENT ........... The financing statement beanng the above file number is amended.

D TJo show the Secured Party’s new address as indicated below;
D To show the Debtor's new address as indicated below;
[ As set forth below:

(Secured
{Debtor) Party)
(Signature of Debtor, if required)
Dated: , 19 By: '
FILING OFFICER — ALPHABETICAL (Signature of Secured Party)
This form of Financing Statement is approved by the Secretary of State.

STANDARD FORM-UNIFORM COMMERCIAL CODE-FORM UCC-3 REV. 7-74




Example

RELEASE DEED                                                     Document No. 



===========================================

Know All Men by These Present, That the County of  Champaign , in the State of Illinois, for and in consideration of one dollar, and for other good and valuable consideration, the receipt whereof is hereby confessed, do hereby remise, convey, release and quit-claim unto __________________ and ________________, Individually and as Husband and Wife, and ___________ and __________, Individually and as Husband and Wife, Mortgagers, of the County of Champaign and State of Illinois, all the right, title, interest, claim or demand, whatsoever the County of Champaign may have acquired in, through or by a certain MORTGAGE DEED, bearing date the 17th day of October, 1989, and recorded in the Recorder's Office of Champaign County, in the State of Illinois, as Document No. __________ in Book ____ of MORTGAGES, page ____, to the premises therein described, as follows, to-wit:
Tract 1:

Commencing at the South East Comer of Lot I of a subdivision of the North part of Hooper and Park's addition of outlots to the City of Urbana, being a part of the SW 1/4 of the SE 1/4 of Section 8, Township 19 North, Range 9 East of the third principal meridian: thence North 89 degrees, 45 minutes, 28 seconds East, 82.50 feet; thence south 00 degrees, 49 minutes, 01 seconds west, 100.00 feet to the point of beginning, said point being on the east right of way line of Broadway Avenue: thence north 89 degrees, 45 minutes, 28 seconds east, 150.00 feet; thence north 00 degrees, 49 minutes, 01 seconds east, 85.76 feet to the southerly right of way line of  F A route 11 (University Avenue); thence south 82 degrees, 49 minutes, 31 seconds east, along the southerly right of way line of F A route 11, 219.26 feet; thence south 81 degrees, 33 minutes, 11 seconds east along the southerly right of way line of FA route 11, 132.66 feet; thence south 72 degrees, 13 minutes, 14 seconds east, 69.07 feet; thence south 15 degrees, 15 minutes, 43 seconds east, 38.50 feet; thence south 77 degrees, 44 minutes, 57 seconds west, 215.76 feet; thence south 82 degrees, 33 minutes, 46 seconds west along the north line of the bridge over the Boneyard Creek, 85.29 feet to the northerly right of way line of Cunningham Avenue; thence south 52 degrees, 265 minutes, 31 seconds west along the northerly right of way line of Cunningham Avenue, 91.9 feet; thence south 66 degrees, 51 minutes, 02 seconds west, 84.56 feet; thence south 76 degrees, 20 minutes, 56 seconds west, 77.12 feet; thence south 82 degrees, 00 minutes, 38 seconds west, 57.39 feet to the east right of way line of Broadway Avenue; thence north 00 degrees, 49 minutes, 01 seconds east 38.45 feet along the east right of way line of Broadway Avenue: thence north 82 degrees, 00 minutes, 38 seconds east, 49.62 feet; thence north 76 degrees, 20 minutes, 56 seconds east, 16.75 feet; thence north 89 degrees, 45 minutes, 28 seconds east, 84.73 feet; thence north 00 degrees, 49 minutes, 01 seconds east, 100.00 feet; thence south 89 degrees, 45 minutes, 28 seconds west, 150.00 feet to the east right of way line of Broadway 
Avenue; thence north 00 degrees, 49 minutes, 01 seconds east along the east right of way line of Broadway Avenue, 20.53 feet, more or less to the point of beginning, all situated in Champaign County, Illinois.

Also described as Tract "A," Tract "B," Tract "C," Tract "D" of a resurvey of a part of Belle Barr second survey of a part of the NE 1/4 of the SW 1/4 of the SE 1/4 of Section 8, Township 19, Range 9 East of the Third Principal Meridian in Champaign County Illinois, according to the plat recorded April 6, 1972 in plat Book "X' at page __ as Document _________.

Tract 2:

That part of the following described tract which lies south of the south line of University Avenue; A part of the NE 1/4 of the SW 1/4 of the SE 1/4 of Section 8, Township 19 Range 9 East of the Third Principal Meridian, described as follows:

Commencing at a point 82 and 1/2 feet east of the SE corner of Lot 1 of a subdivision of the north part of outlot I of Hooper and Park's addition of out lots to the City of Urbana, running thence east 150 feet, thence south 100 feet, thence west 150 feet, thence north 100 feet to the point of beginning.  Also, beginning at a point 82 and 1/2 feet east of the SE corner of Lot 1 of a subdivision of the north part of outlot 1 of Hooper and Park's addition of outlots to the City of Urbana, running thence west to the east line of Broadway (formerly Market Street in the City of Urbana, as the same is now laid out), thence south along said east line of Broadway, 100 feet, thence east to a point 100 feet south of the point of beginning, thence north  100 feet to the point of beginning. Together with appurtenances, situated in Champaign County, Illinois situated in the City of Urbana, Illinois, County of Champaign, in the State of Illinois, together with all appurtenances and privileges thereunto belonging or appertaining. All the notes secured by said mortgage have been paid, canceled and surrendered.
Witness their hands and seal, this _____   day of _______ , A.D. ____.
                                                  
BY:           


                     (Seal)

STATE OF ILLINOIS


   ss                    

BY:                                                           (Seal)

Champaign County


I, the undersigned, a Notary Public in and for said County and State aforesaid, DO HEREBY CERTIFY, That

Chairman County Board

County of Champaign Illinois

            AND 

County Clerk

County of Champaign, Illinois

           

are personally known to me to be the same persons whose names are subscribed to the foregoing instrument appeared before me this day in person and acknowledged that they signed, sealed and delivered the said instrument as a free and voluntary act, for the uses and purposes therein set forth.







Given under my hand and Notarial Seal, this


 




_____day of  _______________ A.D. 19____



___________________________________________

Notary Public
APPENDIX 5-3-D
CDAP RLF LOAN DOCUMENTS SUMMARY

I.  INTRODUCTION

Loan documents are a critical component of local CDAP revolving loan fund (RLF) administration.  Loan documents spell out in detail loan terms, rates, and conditions.  In addition, properly prepared and executed loan documents protect the security position of the RLF loan.  This is especially crucial when the unit of local government RLF is in a second lien position for a project.  Finally, loan documents provide an excellent detailed record of the project financed.  

The following sample loan document forms are included in this section:


1.  Loan Application
9.  
Mortgage


2.  Loan Agreement
10.  
Intercreditor Agreement


3.  Promissory Note
11.  
Work-Out Agreement


4.  Secretary's Certificate
12.  
Late Payment Letter


5.  Corporate Guaranty
13.  
Default Letter


6.  Personal Guaranty
14.  
Sample UCCs


7.  Security Agreement 
15.  
Loan Checklists 





8.  Subordination Agreement 
16.  
Participation Agreement




(for infrastructure projects-Appendix 5-3-E)
The forms should be modified as needed by a community.  Explanations of their terms are provided on the following pages.

The following loan document forms should not limit your own loan documents; they are intended to act as models for RLF communities.  You should add whatever terms are needed to adequately protect the lender. Because each borrower is different, be careful to identify what terms are needed to fully protect the lender for each loan.

II.
DOCUMENTING THE LOAN
A.
Loan Applications.  The initial document in the loan process generally is the application.  The application is a detailed and comprehensive request for the information needed from the borrower.  It is important, however, that personal knowledge of the loan applicants and their business and financial circumstances beyond the raw data included on the application, is acquired.  The best way to achieve this personal knowledge is through close contact with the borrower (e.g., visits, telephone calls, meetings, correspondence, etc.). This contact will help verify the loan application information, create better loan documentation, and establish the close relationship needed with the borrower to properly monitor and ensure collection of the loan.  See page 5-3-75 for a sample loan application.
B.
Loan Agreements.  The organizing document for the transaction is the loan agreement. Following are explanations of the more important terms that should be contained in all loan agreements.  See page 5-3-75 for a sample loan agreement.

Conditions, Covenants, Representations and Warranties:  These are statements, promises or obligations which legally bind the party who makes them. They are used to commit borrowers to certain facts and future conduct, without which the loans would not be made.  Some commitments are common for all borrowers (e.g., job creation, valid corporate existence, financial reporting and adequate insurance). Other commitments may be needed for particular borrowers. For example, if an existing business is to receive a loan because it has a material net worth, a representation by the borrower can be included indicating that its net worth will not fall below that amount. Or, if the loan is made on the assumption that a certain type of business will be  conducted (e.g., florist), the borrower should represent that there will be no change in the nature of its business. Close personal contact with the borrower helps ensure that all necessary conditions, covenants, representations and warranties are recognized and included in the loan agreement.  

Defaults:  It is important that the loan agreement contain specific and comprehensive descriptions of the instances that will cause the borrower to default under the loan.  Other than nonpayment, a default under the loan should occur if the borrower fails to observe or breaches any conditions, covenants, representations or warranties in the loan agreement; breaches any other agreement signed as part of the loan documentation; suffers a materially adverse impact on its financial condition; sells its assets; or files bankruptcy.


Cross Defaults:  Where the borrower has other loans, there should be a cross default provision.  These provide that the borrower's default on any other loan triggers a default under your loan even if the borrower is in full compliance with your loan.  This gives the lender the option to exercise protection remedies if it is felt that the cross default jeopardizes the loan.

Integration Clauses:  These clauses provide that the loan and other agreements signed at closing are the complete embodiment of all promises and agreements between the parties.  They state that all agreements, representations and promises are of no effect unless expressed in the signed agreements. An integration clause will help defeat certain defenses, like the assertion of collateral verbal agreements inconsistent with the loan document terms.

Loan Closing Checklist:  As part of the loan agreement, a checklist should be included which identifies all applicable agreements and documents required for closing. A checklist helps ensure that all required agreements and documents are signed and kept in the file.  See pages 5-3-181, 5-3-183 and 5-3-185 for sample loan closing checklists.


Litigation Provision:  This provision contains protections for the lender if a lawsuit to enforce the loan becomes necessary. They typically provide that the borrower agrees to pay attorneys' fees and costs incurred by the lender. They also provide that Illinois law applies.  They also, where necessary, can require the borrower to submit to a particular jurisdiction and venue.  If the lender has a policy for arbitrating disputes, the loan agreement must contain an arbitration clause, which states that arbitration is required and identifies the arbitrator to be used (e.g., the American Arbitration Association). Whether a lender should use an arbitration clause depends on many factors. 


Environmental Provisions:  These provisions help protect the lender from environmental liability. Environmental provisions are critical in loan transactions, especially where a mortgage interest is being obtained in real property of the borrower. Because of the potential liability for the lender, attention must be paid to environmental issues. Ensure there are adequate representations, warranties and other protections, particularly when dealing with an environmentally sensitive business (e.g., chemical manufacturer).


Consistency with Loan Agreement:  The loan agreement will define certain basic terms to the loan. All other agreements such as the promissory notes, guarantees and security, subordination, and other agreements must use these same defined terms.  Absent this consistency, there is room for gaps or ambiguities in the loan terms.  The other agreements should state generally that unless otherwise defined in such agreement, all capitalized terms have the same meaning as in the loan agreement, and such terms must be capitalized in the other agreements.

C. 
Promissory Notes.  Promissory notes are executed by all borrowers. They state the terms of payment of the loan, including interest rates and installment amounts.  See page 5-3-99 for a sample promissory note.  Following are important terms to consider:

Acceleration Rights:  A promissory note must state that the entire principal balance and all accrued interest becomes immediately due and payable upon a default by the borrower.  Less than this may result in having to bring periodic lawsuits to collect partial payments.

Default Interest:  Some promissory notes provide for a higher rate of interest after the borrower defaults.  This gives the lender additional protection and exerts additional pressure on the borrower to avoid a default in its payments.  
D.
Personal Guarantees. Every loan should include the personal guarantees of at least the principals of the borrower and their spouses. Personal guarantees are often the best way to ensure collection of the loan. Because guarantees are strictly construed under the law, care must be used in drafting them.  See pages 5-3-135 through 5-3-140 for sample guarantees.  Considerations include:

Signatures:  Make sure the guarantor is signing as an individual and not as an agent of the corporate borrower.  Also, personal guarantors should sign their guarantees in front of others who can later authenticate the signatures, if necessary.

Corporate Guarantees:  Where the borrower has parent, sister or subsidiary corporations, obtain the guarantees of these corporations as well.

Unconditional:  There are two types of guarantees: payment and collection. Payment guarantees allow enforcement regardless of whether collection efforts have been started against the borrower, whereas collection guarantees can be enforced only after collection efforts against the borrower have been exhausted. Payment guarantees should be used in all instances.

Waiver of Defenses:  A strong guaranty contains language requiring the guarantors to waive all defenses to claims under the guaranty.

Amounts Covered:  Make sure the guarantees accurately refer to the underlying loan.  Because any substantive modification of the underlying loan after execution of the guarantees may relieve the guarantors of liability, the guarantees should state that any changes to the loan will not release the guarantors. Also, efforts should be made to have the guarantors re-sign their guarantees if there are any loan modifications.

Financial Statements:  It is very important to obtain signed financial statements of guarantors before they sign their guarantees. This will disclose the financial condition of the guarantor and help defeat any subsequent fraudulent transfers of assets by the guarantor. It may also help the lender in a bankruptcy proceeding of the guarantor to avoid having its debt discharged.
E.
Security Documents.  For liens on personal property, Article 9 of the Illinois Uniform Commercial Code governs. A security agreement is needed which grants the lender the lien in the collateral. Perfection of the lien is needed and generally is done by filing a signed financing statement, or UCC-1, with the Illinois Secretary of State's Office. A UCC-2 should be filed for certain types of property tied to real estate (e.g., fixtures). A UCC-2 is filed with the county recorder of deeds for the county where the real property is located. Documents may also need to be filed elsewhere or other steps taken to properly perfect the lien. Liens on real estate are documented with a mortgage and perfected by recording the mortgage in the county in which the property is located. Some things to consider follow.  See page 5-3-141 for a sample security agreement and see page 5-3-153 for a sample mortgage.

Verify the Collateral:  It is imperative the collateral to be pledged is verified; a physical inspection and inventory should be made of all assets pledged. Inspecting inventory records, obtaining appraisals or taking other actions may be needed. In all cases, a lien search should be made of the borrower's assets. For personal property, a service such as LEXIS Document Services, located in Chicago and Springfield, can be utilized. For real property, someone will need to search the records of the county recorder of deeds where the property is located.

After-Acquired Property:  The security agreement and financing statement should cover all of the identified collateral in existence at the time of the loan and any property acquired after the loan closes, including any proceeds from the sale of any collateral.

Description of the Collateral:  Ensure the collateral is adequately described in the security agreement and financing statement. The descriptions should be specific and complete.  Also, include all proceeds of sales of the collateral. Where large machinery or equipment is pledged, the UCC-1 should include serial numbers.

Filing and Recording:  It is critical that a file-stamped UCC-1 or mortgage be returned promptly in the file to ensure proper perfection. The date stamped on the form by the Secretary of State or county recorder is the effective date of the lien. Avoid other unknown liens from being filed between the time the borrower submits the loan application and the effective date of your lien.  Note that federal filings are required for liens on airplanes, ships, patents, trademarks and copyrights. The Illinois Vehicle Code requires that the lender's name and address be placed on the title to the vehicle to have a properly perfected lien. Filing may be Insufficient for some intangible assets, like promissory notes, certificates of deposit, stock certificates or life insurance policies. With these types of collateral, the lender should take physical possession of these documents or make other arrangements to ensure a perfected lien position.

Renewal of UCC-1s:  UCC-1s are effective for only five years. They must be renewed every five years with the filing of a continuation statement with the Illinois Secretary of State.  A tickler file should be created for filing deadlines.

Real Estate Mortgages:  Whenever possible, mortgage liens should be obtained on the real property of the business and principals. A second or third mortgage on the business property or personal residence of the principals protects against losses assuming there is adequate equity in the property.

Intercreditor Agreement:  An intercreditor agreement defines and establishes the relative priorities of the security interests of the secured parties in the collateral of the project and establishes limits on the amount of secured party indebtedness.  RLF administrators should consult with their local government attorney as to the applicability of an intercreditor agreement on an RLF funded project.  See page 5-3-167 for a sample intercreditor agreement.

Inspection of Records:  The security agreement or mortgage should contain broad rights to examine the records and inspect the property and assets of the business.  This helps the lender monitor and protect the collateral.

F.
Subordination Agreements.  In many transactions, senior lenders require junior lenders to sign subordination agreements. These agreements require the junior lenders to acknowledge their inferior lien positions and agree to forego recoveries against the borrower until the 
senior lender is paid.  See page 5-3-147 for a sample subordination agreement.  Consider the following when dealing with subordination agreements:

Lien v. Debt Subordination:  There are two types of subordination agreements. Subordination of debt means payments during the life of the loan and upon foreclosure or sale may be restricted to only the senior lender, whereas a subordination of lien only impacts the disposition of the collateral upon a foreclosure or sale. The form attached provides for a subordination of debt.

Description of Senior Debt:  Be sure the description of the senior debt is accurate.  The dollar amount of the senior debt should be specified and subordination rights should be limited to that amount. Also, if the subordination rights only apply to existing loans, the agreement should so state, and exclude future advances under the loan.

Restrictions on Conduct:  Where possible, the junior lender should try to avoid having the subordination agreement restrict it from pursuing collection efforts. While proceeds collected may first go to the senior lender, the junior lender is better protected if it is allowed to move against the borrower if necessary to protect its interests.

G.
Other Documents. Other documents typically found in loan transactions are:

Life Insurance: The lender may want to require life insurance for the key principals of the borrower:  this is called key man insurance.  It is used where the borrower would fail without its principals.  The lender can either be named as the beneficiary or acquire a lien in the proceeds of the policy.  Beneficiary designation should be used whenever possible.

Corporate or Partnership Resolutions:  These are internal records of the corporate or partnership borrower which confirm that the shareholders, directors or partners have approved the loan for the borrower and have the authority to enter into the loan agreements.  See page 5-3-85 for a sample resolution.
III.
POST CLOSING FOLLOW-UP


A.
Keep in Close Contact.  After the loan closes, it is critical that close personal contact is kept with the borrower to properly monitor the loan and ensure its collection. Follow up regularly with the borrower during the life of the loan. This will help discover a problem before it becomes serious.  Frequent telephone calls, regular visits, and a close watch on payments and financial reports are imperative to maintaining healthy loans.
B.
Late Payments. There are many reasons why payments may be late. They range from laziness and disorganization to poor cash flow and intentional withholding of funds. If a payment is more than five days late, telephone the borrower immediately. Any excuses and promises made by the borrower should be documented with memos or, preferably, in letters to the borrower. The degree of leniency shown depends on the legitimacy of the excuse. If the payment is not received within 15 days after its due date, absent a very good excuse, a late payment letter should be sent.
C.
Defaults.  When a payment is 30 days past due, a default letter should be sent immediately.  A default letter is generally a prerequisite to a lawsuit to collect the loan.  If a payment is not received within seven days, the matter should be referred immediately to an attorney for collection.
D.
Trouble Spots. At all times during personal contacts with the borrower or guarantors, be mindful that things said or done could adversely impact the lender. Various actions could give the borrower a defense to the loan or a claim for lender liability. You should create a paper trail of the conduct of you and the borrower. Some further considerations are discussed below.

Promises:  Be careful not to make any promises, even vague or non-committal ones, which may bind the lender to an undesired course of action. For example, a representation that the lender may consider a rescheduling of payments may under certain circumstances bind the lender to a rescheduling. On the other hand, honor any commitments you do make.

Modifications:  If you are inclined to grant some temporary modification of the payment or other terms of the agreements, be sure to clarify the precise modification in writing and state that any such modification does not waive lender's rights to strictly enforce compliance with the terms of the loan agreement, promissory note, guaranty and other loan documents.  If long-term or permanent changes to the contractual terms are desired, they should be documented with amendments to the agreements.

Misrepresentations:  Be accurate when answering questions or making representations to the borrower. Do not misrepresent any facts or intentions, even to get a payment in the door. For example, do not say 

that you will pass on a request for rescheduling of payments to a loan committee if a payment is made immediately, when you have no intention of doing so. Documenting your conversations with confirmation letters to the borrower and file memos will help defeat a future claim of misrepresentation.

Waiver:  The lender may be deemed to have waived certain of its rights due to the course of conduct desired to be followed. To avoid a waiver, avoid conduct that differs from the terms of the loan documents.  For example, where some late payments have been allowed, the lender may not be able to demand strict compliance with the contractual due dates.

Fairness:  It is important to treat borrowers courteously and fairly and to document same. A loan and all of its surrounding documentation will be scrutinized closely if a lawsuit is filed. Memos and correspondence should not be disparaging about the borrower or suggest capricious or unfair actions by the lender. Rather, they should recite the full circumstances surrounding decisions and actions taken on the loan and the reasons requiring same.  Also, avoid sudden actions without giving notice to the borrower, even if permitted under the loan documents.

Lender Control:  Avoid exercising control over the borrower's business. This means avoiding dictating orders to management, advising on business decisions, helping the borrower with business plans, obtaining veto power over business decisions or otherwise becoming too closely involved in the business affairs of the borrower.
IV.
DEALING WITH PROBLEM LOANS


If contact with the borrower indicates financial troubles or other problems with the loan, action must be taken immediately. The quicker the reaction, the more likely it is that the lender will maximize its collection of the loan. Below are alternative actions to consider when confronted with a problem loan.

A.
Work-Out Agreements. If a borrower in default wants to work out a mutually acceptable resolution of its loan, there are a variety of ways of doing so. For example, a rescheduling of the loan, the addition or modification of collateral, converting debt into equity or some other arrangements may be desirable. Whatever the agreement, it should be properly documented to adequately protect the lender.  See page 5-3-173 for a sample work-out agreements and see pages 5-3-175 through 5-3-177 for sample late payment and default letters respectively.  Some suggested provisions for work-out agreements follow:

Representations Regarding Loan: Ensure the work-out agreement acknowledges the validity of the loan and documents, the amount of the loan remaining due, interest and costs, and the validity of the liens.  Also, identify any defaults and reaffirm any guarantees.

Ground Rules for Management:  The work-out agreement should state that agreements or understandings are not binding unless they are in writing, and should also express any financial targets which management must meet to keep the work-out intact.

Acquire Additional Information:  Try to obtain as much detailed current financial information as possible, including projections.

B. 
Self-Help. Generally, if a lender holds perfected UCC liens in personal property, it has the right under the Uniform Commercial Code to exercise self-help and repossess such property itself without filing a lawsuit, unless the security agreement provides otherwise. Generally, the lender may proceed with self-help only if repossession of the collateral can be obtained without a breach of the peace.  Once the property is repossessed, the lender must dispose of it in a commercially reasonable manner (e.g., a fair auction with proper notice). The problem is that a governmental lender is subject to constitutional restrictions that do not apply to a private lender, like the restriction against taking property without due process of law. Accordingly, an attorney should be consulted before having a governmental lender take any self-help action.
C.
Litigation. A collection suit typically begins with the filing of a complaint against the borrower and any personal guarantors. The complaint generally will request a judgment for damages in the amount of the unpaid balance of the loan plus interest, attorneys' fees and costs incurred. Attorneys' fees are not recoverable unless they are expressly provided for in the agreements. The complaint may also seek a foreclosure on a mortgage or on perfected liens on personal property. A judgment may be obtained through the default of the borrower, or by proving the case through a written motion or at trial. While a right of appeal is always available for the losing party, collection on a judgment is permitted during the appeal unless the judgment debtor obtains a court order stopping collection efforts.

After a judgment is obtained, collection efforts should be initiated if it is not paid promptly. These include serving citation proceedings on any judgment debtors which require disclosure of their income, assets and liabilities. Once the assets and income are determined, any wages or bank accounts may be garnished, personal property may be attached and real estate may be foreclosed upon. Refusal by a judgment debtor to abide by these post-judgment collection procedures may be subjected to penalties for contempt of court.

D.
Bankruptcy.  There are four basic types of bankruptcies codified in Chapters 7, 11, 12 and 13 of the U.S. Bankruptcy Code (Code): Chapter 7 provides for liquidations of insolvent debtors; Chapter 11 provides for reorganizations of such debtors; Chapter 12 applies to farmers; and Chapter 13 generally applies to individuals with regular wages. A bankruptcy case is begun by the filing of a petition.  A petition can be filed voluntarily by the debtor or involuntarily by three or more creditors of the debtor holding unsecured claims of at least $5,000 total. Once a debtor files bankruptcy, a number of things happen of which you must be aware:

Automatic Stay: Section 362 of the Code imposes an automatic stay on all collection efforts against the debtor - they must stop immediately. No demand letters, collection calls, lawsuits, set-offs or other actions can be initiated. A lender, however, may file continuations of UCC-1 statements without violating the automatic stay.

Lifting the Stay:   The lender can make a motion to the bankruptcy court asking it to lift the automatic stay. The two major grounds for lifting the stay are: (i) the lender's interests in the collateral are not being adequately protected; and (ii) the debtor has no equity in the collateral and the collateral is not needed for an effective reorganization.

Claims:   There are four basic classes of claims: secured, unsecured, administrative and priority.  Secured claims exist if perfected security interests in collateral were obtained. Unsecured claims are not backed by any collateral. The amount of a secured claim in excess of the value of the collateral is considered unsecured. Administrative claims include the fees of any trustees, accountants and attorneys involved.  Priority claims include wages and IRS claims.

Cash Collateral: A debtor is prohibited from using any cash collateral unless permitted by order of court. Cash collateral is the cash proceeds received from the sale or disposition of secured assets. Typically, the parties negotiate cash collateral orders to allow the debtor to use the cash, but in exchange, creditors obtain concessions, like greater controls over the debtor.

Avoidance Powers: A debtor, or the trustee where one is appointed, has powers to avoid certain pre-petition transactions. These transactions generally fall into the following categories:

Fraudulent Transfers - If within one year of filing its bankruptcy, the debtor transfers assets for less than fair consideration with the intent to defraud creditors, such transfers can be overturned under Section 548 of the Code. If the transfer occurred beyond one year, then look to state law
for the applicable factors.

Preferences - If within 90 days of filing the bankruptcy case, or one year for insiders, the debtor makes a payment or transfers something of value (including giving a lien position) to satisfy a prior debt when the debtor is insolvent, the transaction can be voided as a preference.  Payments made in the ordinary course of business - generally within 45 days of the debt - are not considered preference payments. Thus, to avoid preferences, you must ensure that payments are made on time.

As to the one year preference period for insiders, the DePrizio decision holds that payments to a non-insider creditor may be governed by the one year period if the debt is personally guaranteed by an insider.


The Plan:  At some point in the bankruptcy, a plan of reorganization or liquidation is required. This plan will identify all classes of claims against the bankruptcy estate and propose a method of payment or disposition of the claims. A vote of the interested parties is taken on the plan after a hearing is held on the validity of the plan. The Code prescribes the number of votes required to pass a plan (e.g., generally two-thirds of all claims by class and by number and amount of such claims).
V.
CONCLUSION


Understanding the legal issues surrounding the making, documenting and collecting of loans will help maintain healthy loans. Again, there is no substitute for maintaining close, personal contact with the borrowers and guarantors. Close contact will not only serve as an alert to potential problems but also will better enable you to make decisions to protect the lender and ensure collection of the loan.

(unit of local government)

COMMUNITY DEVELOPMENT ASSISTANCE PROGRAM (CDAP)

REVOLVING LOAN FUND (RLF) GUIDELINES AND APPLICATION FORMS

(SAMPLE)

PART A

REVOLVING LOAN FUND RECAPTURE GUIDELINES FOR 

THE 

 





(unit of government)
Revolving Loan Fund Goals and Objectives

The Revolving Loan Fund was established to provide financial assistance to new or expanding businesses in ______________ and to secure public benefit for the residents of ________________ by developing a stronger economic base and expanded job opportunities.   Use of the funds is governed by a variety of rules and regulations mandated by the State and Federal agencies that provided the original grants to the _____________ as well as policies adopted by the __________________.                                                                          (governing body)



                                           (unit of government)

The missions of the Revolving Loan Fund are as follows:


To assist short-term economic development by supporting projects which create and retain jobs.


To encourage growth and involvement of area financial institutions through joint efforts to make feasible projects which would otherwise not be undertaken (through written agreements with participating institutions).


To assist long term economic development by supporting projects which protect the existing tax base and which seek to expand it.


To insure the financial and political security for the Revolving Loan Fund through appropriate due diligence in the use of funds.

A.
Revolving Loan Fund Guidelines - Generally


The following guidelines describe the way in which the Revolving Loan Fund will achieve its stated goals:


1.
Eligible Borrowers

Any Business and/or Property Owners who are locating or expanding in the ________________ area.  The _______________(unit of government) is also an eligible of borrower, but only for infrastructure (improvements (ie., water, sewer, and roads) which will assist a business to retain or create jobs.


2.
Eligible Uses of Funds.


a.
site development/infrastructure extension costs;



b.
construction of new facility or additions;



c.
renovation of existing facilities;



d.
leasehold improvements;



e.
purchase of new or used machinery and equipment



f.
working capital.


Projects of a speculative nature are ineligible for funding.  Also the transfer of  firms and jobs from a location within the State of Illinois using 


 RLF proceeds is prohibited unless it can be shown that proposed jobs/job opportunities will be lost to another state or country.

3.
Minimum/Maximum Loan Amount.  

The minimum ___________________ RLF Program Loan amount shall be $
           and the maximum                           RLF Program Loan amount shall be $            .                            RLF Program Loans will be made on a matching basis.   The RLF Committee may waive these limits at its sole discretion.  The match may be in the form of owner equity, bank loans or supplier financing.  All matching funds shall be financial contributions (cash).   Funds spent prior to approval of the RLF application will not count as match.  A match of 2:1 will generally be required.  The 2:1 match may be waived by the RLF Committee, but in no case will the match be less than 1:1.  A match of 1:1 will be allowed if the RLF Loan request is under   $             . Therefore, the                         (unit of government) participation will, generally speaking, be limited to 1/3 of the project.


4.
Demonstration of Financial Need.    

The                          , (unit of government) utilizing recaptured Community Development Assistance Program (CDAP) dollars from the State of Illinois, may participate with any lending institution and/or source of equity in making                           RLF Program Loans.   Applicant firms and participating lenders must demonstrate a financial need for local CDAP-RLF funds.   Financial need can be demonstrated by meeting one or more of the following financial need criteria:

a. 
CDAP funds are needed to "fill the gap" between the estimated project cost and what lenders are able and willing to lend.

b.
The estimated return on investment (ROI) exceeds the bank-determined, industry-wide standard.

c.
The banks determine there is insufficient collateral without CDAP revolving loan fund participation.

d.
CDAP-RLF financing is needed to keep the firm in the community (applicant must furnish the bank with detailed incentive letters from other states and detailed cost information/explanations on how CDAP-RLF funds equalize the costs between the community site and the out-of-state site, CDAP-RLF funds cannot be used to relocate firms from one part of the State of Illinois to another part of the state).

This need will be demonstrated by a lender and community CDAP-RLF committee review of applicant firm’s financials (see application at end of document for financial information requirements).


5.
Geographic Area.  



Recaptured funds will be expended  for projects which are located within 1 1/2 miles of the corporate limits of the                           (unit of government) or which are determined to principally benefit residents of   ______________                     (unit of government).

6.
Interest Rates and Terms. 


A minimum fixed-rate (currently 3 percent) shall be charged on a               

                  RLF program loan. The participating lender and the applicant/borrower may negotiate any mutually acceptable loan terms. The term of a                           RLF program loan shall generally be determined by the following classifications:


Purpose







Maximum  Term

Infrastructure (water, sewer, roads) 


    

15  years

Land and/or Building Acquisition 





20  years

New Construction 







20  years

Purchase of Machinery and/or Equipment



10  years

Leasehold Improvements



           

7  years

Building Rehab or Renovation     





7  years

Purchase of Inventory    




            
7  years

Working Capital 







7  years


(NOTE:   In no event shall                           RLF participation exceed the term granted by the participating lender for the same class of asset.)

7.
Collateral Requirements.    


The participating lender shall have the primary responsibility for determining the applicant's credit risk and, if it requires, shall be entitled to the senior lien or security interest on any collateral given as security.   In the case where the local government secures the RLF loan with identical collateral, its lien or security interest shall be subordinated to the participating lender.   In addition, the local government will generally require a PERSONAL GUARANTY on                          RLF  Program Loans.


8.
Loan Disbursements.    



All loan disbursements and payments shall be made by the ___________                         

 (unit of government).       
   

9.
Origination Fee.    


An origination fee of up to one percent of the amount requested may be charged by the                                      (unit of government) RLF administrative entity  and is payable at closing.   In addition, the  _________________ (unit of government) may charge a $100 fee to cover application costs (which include addressing state/federal mandates).

10.
Loan Call Provisions.    


Failure to abide by                           RLF program guidelines or administrative guidelines or administrative procedures can result in calling of the RLF loan at the RLF committee's request.  Also, the local government can call the RLF loan due and payable in the event of: 1) the transfer of substantially all the borrower's assets to any third party; 2) bankruptcy or insolvency of the borrower; 3) cessation of the conduct of active trade or business in the                                             by the borrower for  any  reason,  including,  but  not  limited  to,   fire   and   other _______________ (unit of government) casualty; 4) inability to meet the obligations for job creation/retention as originally stated.  These provisions are contained in a loan agreement between the borrower and the ____________________ (unit of government). 
B. 
Other RLF Program Requirements


1.
Applicants.


a.
An applicant must have the ability to repay the loan and be an acceptable credit risk as determined by the participating lender.



b.
Upon completion of any construction activities, the applicant's property must  comply with all applicable code, permit and license requirements of the                                (unit of government).



c.
Applicant must make adequate progress toward loan closing as determined by the RLF Committee ("Administrative Entity").   Failure to do so can result in a revocation of loan authorization by the RLF Committee.


2.
Limitations.  

                          RLF Program loan proceeds may be used for any of the following:  land and/or building acquisition; new construction; purchase of machinery and/or equipment; leasehold improvement; building rehabilitation or renovation; purchase of inventory.  


Federal Davis-Bacon and Related Acts require that prevailing wage be 


paid for all construction activities.

Loans to start-up businesses will require 20 percent equity.                     ___________ RLF Program loan proceeds cannot be used to refinance existing debt of any kind.


3.
Job Creation/Retention.

For every full-time equivalent (FTE) job to be created/retained, no more than  $10,000 of RLF funds will be allowed.   See page 5-2-3 for other dollar limitations on RLF loan amount.   FTE is defined as 1,950 hours a year (35 hours a week).   At least fifty-one percent of those jobs created/ retained  must benefit low-to-moderate income persons (see income chart).  The applicant must agree to work with the local JTPA service delivery area office, and the regional Illinois Employment and Training Centers to place the economically disadvantaged persons in the new  positions created through the                                                  RLF Program.   This requirement may also be addressed by furnishing completed employee certification forms found in the application. First preference in hiring must be given to the unemployed and  those eligible economically disadvantaged persons as defined by federal guidelines. The low-to-moderate income guidelines and how to meet them are part of this handbook.


4.
Activities Completed Prior to Loan Closing.    


All project activities completed prior to loan closing are ineligible for financing through                           RLF Program.   Also, any lender financing or equity which is disbursed prior to loan closing cannot be counted as match.


5.
State/Federal CDAP Program Requirements. (Title I)     


The RLF Program will be operated according to applicable CDAP Program requirements which include, but are not restricted to, environmental review, prevailing wage rate, equal employment opportunity, minority business enterprise, Section 3 ("Local Hire") Provisions, and Persons with Disabilities/ Developmentally Disabled provisions.


6.
Bad Loans.    


In the event of a bad loan, legal steps will be taken to recover the RLF funds.

 C. 
Required Documentation / RLF Processing


1.
Sign-off Sheet   (page 7)


2.
RLF Application and Related Documents   (Part B)


3.
Lender Commitment Letter


- Statement of loan approval and need for RLF participation by authorized 

              lender officer or committee

 

- Specified dollar amount of loan         

         

- Specified loan term


        
- Specified interest rate

         

- Collateral or security requirements


         
- Other special conditions of the loan


4.
Borrower Commitment Letter


- Description of the project

         

- Total project cost



- # of jobs created/retained and benefit to low/moderate income persons 

        

- Type of jobs to be created/retained and wage scales

         

- Time frame for job creation



- Potential use of JTPA training program

         

- Name of lender making commitment

                      - Amount of equity if start-up business

        

- Statement that borrower can begin project implementation immediately      

  upon                           RLF program approval.

5.
Environmental Review Checklist Requirements 


In some cases, may not be applicable, please see application located toward the back for instructions.  

See Project Log Checklist on following page for overview of  the application process.
CDAP Revolving Loan Fund
Project Log Checklist

(unit of government)




BORROWER ________________________


     DATE

ITEM

1. _______

Applicant contacts the unit of local government

2. _______
Unit of local government refers application to area lending institution


3. _______

Applicant files application with lending institution


4. _______

Lending institution reviews application, makes following





written determination to borrower and RLF committee:





__ a.  
applicant not credit-worthy for loan of any kind





__ b.  
applicant credit-worthy, but does not need RLF funds





__ c. 
applicant credit-worthy with RLF participation which 






would:




___ 
(1) 
fill a gap between estimated project 




costs and available bank/owner equity  




funds




___ 
(2)  
permit a return on investment (ROI) in 




line with lending institution determined 




industry wide standard






___ 
(3) 
remedy or enhance deficient collateral 







for the project






___ 
(4)  
keep the project from leaving the State 







of Illinois


5. _______ 
Applicant files RLF application and environmental review information with unit of local government

6. _______
RLF committee and staff recommend items for consideration.


      
a.
begin review of application



___ 
b.
send request for project clearance letters, if 


applicable, to Illinois Environmental Protection 


Agency, Illinois Historic Preservation Agency, 


Illinois Department of Natural Resources and 


Illinois Department of Agriculture, if applicable

7. _______
RLF Committee receives clearance letters from IEPA, IHPA, IDNR and IDOA  (15 day process)


8. _______

Environmental review record prepared, finding determined 


9. _______

If applicable, environmental notice published  (may take





30 - 40 days)


10. ______

Environmental review cleared by DCCA


11. ______

RLF application review completed


12. ______

RLF Committee staff recommends funding/denial


13. ______

RLF Committee approves applicant RLF request


14. ______

RLF Committee notifies applicant of funding/denial in writing


15. ______

Closing and repayment documentation prepared, closing





date established

16. ______
Promissory note, loan agreement, collateral mortgage documents executed, check(s) issued


17. ______

Project begins


18. ______

Project monitoring takes place


19. ______

Project ends


20. ______

Final check issued


21. ______

First loan repayment check received from borrower


22. ______

All job creation and other required reports received from





borrower


23. ______

Periodic inspection of project and collateral


24. ______

Last loan repayment from borrower received


25. ______

Project file closed-out

_________________(unit of government) - REVOLVING LOAN FUND PROGRAM
PROGRAM GUIDELINES SIGN-OFF SHEET

I, the undersigned,  have  read and  understand  the  Volume  Two   documents      entitled                                        (unit of government) Revolving Loan Fund Applicant Guidelines" and all attachments, enclosures and supplements for the  __________________ (unit of government), and accept the terms and conditions therein.

I further understand that any inspection or investigation made by the local RLF Committee under this program is for purposes of determining the applicant's eligibility under this program and it is not intended to represent or warrant the condition of the business or the premises.

I further understand that completing and submitting the                           RLF application in no way insures approval of my loan or guarantees funding.

I understand that "APPROVAL" means specific, WRITTEN APPROVAL from BOTH the participating lender and the                          (unit of government).

I understand that any work performed or expenses incurred PRIOR TO SPECIFIC WRITTEN APPROVAL from BOTH the participating lender and the                                 (unit of government) will be considered ineligible.   

Payments on the entire                            (unit of government) portion of a                          RLF Program Loan start 30 days from issuance of a                           (unit of government) check to the borrower unless otherwise determined by the Local RLF Committee.

_______________________________

_______________________

Signed                             



 Date

_______________________________

Title

_______________________________

Name of Business  

PART B

APPLICATION FORM/ATTACHMENTS

This Part contains the application form and a listing of attachments which must be completed and submitted to the     
                     



  (unit of government, or its designated administrator). Answers to application questions should be typed or legibly printed in black ink.  Please be sure all attachment items requested are attached to your application.  Failure to provide requested information will cause delays in the review and decision process.  Information provided by your financial institution and/or other financing source may be copied and submitted.

Return completed and signed application form as well as required attachments which are on the following pages to:                                                                      (unit of government).
Applications received will be reviewed for completeness and forwarded to the Loan Committee for processing (see following pages for required financial and program information).
Required RLF Attachments

A.
Attach the personal financial statement of each principal shareholder owning a 20 percent or greater share of the outstanding stock in the company.


B.
Attach one copy of each of the following:



1.
Profit and loss statements, and balance sheets of the company for last three years  (or:  if company has no formal financial statements, submit the last three years tax statements);



2.
Current financial statement of the company covering last 90 days;

3. Pro forma balance sheets and profit/loss statements for next three 

years.
First year's cash flow of the company outlined month to month.         


C.
Attach primary lender commitment letter


D.
Attach company commitment letter


E.
Complete and sign application form on following pages

F. Sign and attach Employer Job Certification Form on hiring employees, at
least 51 percent of whom are low-to-moderate income.


G.
Attach Environmental Review Checklist Documentation (see last page)

(Check with the ______________________________ (unit of government) before completing this checklist).



Failure to submit the documents as outlined in A through G just 


above will mean an automatic rejection of the                           RLF 


Application.

(unit of government)

REVOLVING LOAN FUND

LOAN APPLICATION

A.  
Applicant / Business Information:


Legal Name of Borrower:____________________________________________



Home Address: ________________________  Home Phone:_______________

Contact Person:________________________  Title:______________________

Business Address:______________________  Business Phone: ____________
Type of Business / Products Produced, Services Provided: ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________  


Number of Years in Business: ________________________________________



Number of Years Operating at Present Business Address:__________________

Business Ownership:    ___Sole Proprietorship
___Partnership



                           ___Corporation

___Other (Specify)  
          


Principal Owners (Individuals, Address, and Phone of Those Owning 20% Or 

More)

________________________________________________________________________________________________________________________________________________________________________________________________



Present Number of Employees:













Full Time:________
 Part Time: ________



Anticipated Number of Employees: 






1 Year Full Time:________ Part Time: ________





 
 
2 Year Full Time:________ Part Time: ________






(Provide Listing Of Job Classifications, Salary Ranges, And Number of 

Positions as a  Separate Attachment)

*NOTE:  At least 51 percent of all jobs created and/or retained must be filled by individuals meeting low-to-moderate income guidelines as established by the                    Illinois Department of  Commerce and Community Affairs (Please see attached "Employer Job Certification" Form  at back of this application).


Describe the nature of the project including what is to be financed in part or in 

whole with Revolving Loan Funds (i.e., acquire businesses, acquire real 


property, purchase of new or used equipment, working capital)

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________














B.  
Activity Detail


1.
Property Acquisition


Applicable to project ?
Yes          
No         



If "Yes", complete items below. 



Address (If Different From Business Address): _____________________


Phone Number (If Different From Business Phone): _________________


Applicant:  _____-Owns  ________-Leases Business Property 



If Leased,  Owner's Name: _____________________________________


Owner's Address: ____________________________________________


Terms of Lease: ___________________________(Attach Copy of Lease)



Property Size: ________________________________ (Sq. Ft. / Acreage)



Existing Buildings:   Total Square Footage Occupied: ________________


Approximate Year Constructed: _________________________________




Proposed Buildings / Expansions: _________________________ Sq. Ft.



Assessed Valuation of Property: $________________ (Most Recent Year)



Real Estate Taxes Paid:  $___________________________
19 _______



2.
Description of Machinery / Equipment Acquisition for Project 


Applicable to Project ?
 Yes _________
No _________

     



If "Yes", Complete items below.



Item Description 



 Estimated Cost $                         


Item Description 



 Estimated Cost $ 




Item Description 



 Estimated Cost $ 




Item Description 



 Estimated Cost $ 




Item Description 

                       Estimated Cost $ 






3.
Description of Working Capital Expenditures (inventory, payroll, etc.)


Applicable to Project ?   Yes ________
 No ________     



If "Yes", Complete items below.



Activity Description 
              


 Estimated Cost $ 



Activity Description 




 Estimated Cost $ 



Activity Description 




 Estimated Cost $ 



Activity Description 




 Estimated Cost $ 



Activity Description 




 Estimated Cost $ 



Activity Description 




 Estimated Cost $ 





C.  
Total Estimated Project Costs:


Site Acquisition


$ 




 


Site Improvements


$ 







New Construction


$ 





           

Building Renovations

$ 



                                 
Capital Equipment


$ 







Inventory/Working Capital

$ 







Other Associated Project Costs
$ 



                                 




TOTAL
$






 ========================================


Estimated Target Date To:


Begin Project 












Complete Project 




            




Occupancy/Start Up 












Project Financing:


Approached Lending Institution ? 

Yes 


No 





If Checked "No", Please Explain










If Checked "Yes", Please Complete the Following:



Name of Lending Institution 








Address 











Contact Person 







           

Title 






             




Phone Number 




















Please state the Amount, Interest Rate, and Term of the lender's loan commitment.

Please attach lender commitment letter (must indicate that RLF Funds are needed.)

Selecting one of the following, provide detailed justification on an attached sheet for the need for CDAP funds:

[  ]     FINANCING GAP - This argument will demonstrate that a business can raise 
only a portion of the financing necessary to complete the project. Reference the documentation within the application which supports this argument.

[  ]    RATE OF RETURN - This assumes that full financing is available, but the rate of return is insufficient to induce development.  Provide the rationale and cite supporting documentation.

[  ]    LOCATIONAL - This argument is used when firm is considering multi-state location options.  CDAP funds are needed to equalize cost factor variations between sites.  This requires disclosures for each site under consideration.  This application must contain this supporting documentation.

D. 
Requested Use and Loan Amount Through                  Economic RLF:  


Use:                                 (unit of government)  Amount:  $ 
                                



Listed Other Financing, Use and Amount, Required For Project:


Bank Loan  Use: 



  
Amount
$                              

SBA Loan   Use: 



  
Amount
$ 



Other
        Use: 



  
Amount
$ 






Total Financing

$









=========================

Certification:

AGREEMENT: The undersigned applied for the loan indicated in this application to be used in connection with the project described herein.  All statements made in this application are true and are made for the purpose of obtaining the loan. Verification may be obtained from any source named in this application.  The applicant agrees to abide by all                                      RLF requirements.  The Applicant agrees to furnish any additional information to the                                    (unit of government) as needed to review and consider this loan request.  










                          Signature of Applicant



           Date
EMPLOYER JOB CERTIFICATION FORM

Name of Firm: 









  












I/We hereby certify that we will retain/create jobs, at least 51 percent of which will go to persons of low-to-moderate income.  The number of Full Time Equivalent (FTE) jobs we intend to retain =  

; the number of Full Time Equivalent (FTE) jobs we intend to create = 

. Of the figure(s) previously indicated, at least  51 percent or 

  Full Time Equivalent (FTE) jobs will go to low-to-moderate income persons as documented by completed Employee Certification Forms.  I/We further certify that these jobs will be retained and/or created within two (2) years of the applicant's approved                           Revolving Loan Fund (RLF) Application.

Signed: 






  










Owner


 















Owner


 















Owner


 















Owner
























Date

CDAP REVOLVING LOAN FUND
ENVIRONMENTAL REVIEW CHECK LIST

                            Revolving Loan Fund Projects are generally subject to Environmental Reviews by certain state and federal agencies.  In order for them to clear your project for development, we need for you to submit the following information listed below (please put a check mark to the left of the item that is attached):

1.  ____  
Map showing geographical location of project area-in relation to City boundaries;


2. ____
A U.S. Geological Survey Quad (USGS) Map showing the precise location of the project (i.e., county/township/ range and section);


3. ____  
Site plan map(s) showing specifics of proposed undertaking;


4. ____  
Current photos of all standing structures within the project area;


5. ____  
Project address (es);

  
6. ____  
Total acres to be acquired, if applicable;

  
7. ____  
Current land use of property to be acquired;

  
8. ____  
City/County zoning designation of the site

 
9. ____ 
Steps to be taken to rectify any disturbance of surface and subsurface  drainage  systems which could accelerate erosion problems;

        
10. ____  
Identification of the materials, production processes and products;


11. ____  
Anticipated production rates;


12. ____  
Anticipated water use and wastewater discharge;


13. ____  
Anticipated quality of waste water (characteristics);


14. ____  
Volume of solvents or degreasers used in process;


15. ____  
Air emission sources and control equipment;


16. ____  
Volumes and types of hazardous or solid waste generated;


17. ____ 
Determination of whether sewer or water main extensions will be required;


18. ____ 
Name and telephone number of manufacturer's representative (plant manager or environmental engineer).

COMMUNITY DEVELOPMENT ASSISTANCE PROGRAM
LOAN AGREEMENT

Between

(unit of government)

and





, Inc.

THIS LOAN AGREEMENT ("Agreement") is made as of the_____ day of ________________ by and between the                           ("Lender") and                       .              (date)




                  (unit of government)
Inc., an Illinois corporation (borrower).


WHEREAS, the Lender is interested in expanding its economic base with the primary emphasis on creating and retaining jobs;


WHEREAS, the Lender is under a contractual agreement with the Illinois Department of Commerce and Community Affairs to implement an economic development program that significantly impacts upon its economic base; and;


WHEREAS, the Borrower is interested in maintaining and expanding its employment base;


NOW, THEREFORE, the parties hereto do mutually agree as follows:

A.  
GENERAL DEFINITIONS


1.1.
Affiliate shall mean any person which, directly and/or indirectly, owns or controls at least twenty percent (20%) of the outstanding voting securities of Borrower or any Subsidiary, or which is controlled by or is under common control with Borrower, or any stockholders or partners of Borrower, or any Subsidiary.  For the purpose of this definition, "control" means the possession, directly or indirectly, of the power to direct or cause the direction of management and policies, whether through the ownership of voting securities, by contract or otherwise.


1.2
Application shall mean all materials submitted by Borrower to Lender in connection with its request for financial assistance.


1.3
Budget shall mean the budget set forth on Exhibit B-1 (page 5-3-103) attached hereto and made a part hereof, which budget reflects the manner in which Loan proceeds will be expended on the Project.


1.4

Collateral shall mean all property of Borrower in which Lender has been granted a lien or security interest pursuant to the Security Documents.


1.5
Default shall mean the occurrence or existence of any one or more of the events described in Section 6.1 of this Agreement.


1.6 
Default Rate shall mean an Interest Rate of twelve percent (12%) per annum.


1.7  
Environmental Laws shall mean all federal, state, and local laws, rules, regulations, ordinances and codes relating to environmental quality, health, safety, contamination and cleanup, including, without limitation, the Comprehensive Environmental Response, Compensation and Liability Act  of 1980, 42 U.S.C. 9601 et. seq. and the Resources Conservation and Recovery Act of 1976, 42 U.S.C. 6901 et. seq. and state environmental lien or superlien and environmental cleanup statutes



1.8

Hazardous Substances shall mean all hazardous and toxic substances, wastes or materials, any pollutant or contaminant, including, without limitation, petroleum products, polychlorinated biphenyls, asbestos, asbestos-containing materials, and raw materials that include hazardous constituents or any other similar substances or materials that are included under or regulated by any environmental law or that could pose a health, safety or environmental hazard.


1.9

Interest Rate shall mean the rate of interest specified in the Note as the rate of interest payable with respect to the outstanding principal amount of the Loan.


1.10
   
Loan shall mean the loan or loans made, or to be made, by Lender to Borrower under this Agreement.


1.11

Note shall mean the promissory note of even date herewith evidencing the Loan executed by Borrower payable to the order of Lender, the form of which is attached hereto as Exhibit A and made a part hereof.


1.12

Person shall mean any individual, sole proprietorship, partnership, joint venture, trust, unincorporated organization, association, corporation, institution, entity, party, or government (whether national, federal, state, county, city, municipal or otherwise, including, without limitation, any  instrumentality, division, agency, body or department thereof).


1.13

Premises shall mean any and all real property owned, leased or operated by Borrower or any of its subsidiaries.  


1.14

Project shall mean the project described on Exhibit B (page 5-3-101) attached hereto and made a part hereof, which project is to be financed in whole or part by Loan proceeds.


1.15
Security Agreement shall mean the Security Agreement dated of even date herewith pursuant to which Borrower has granted Lender a security interest in the Collateral.


1.16 
Security Documents shall mean the Security Agreement and all agreements, instruments, documents, financing statements, warehouse receipts, bills of lading, notices of assignment of accounts, schedules of accounts assigned, mortgages, guarantees and other written matter necessary or requested by Lender to perfect and maintain perfected Lender's security interest in the Collateral or to secure repayment of the Loan.


1.17
Subsidiary shall mean any corporation of which more than fifty percent (50%) of the outstanding capital stock having ordinary voting power to elect a majority of the board of directors of such corporation is at the time, directly or indirectly, owned by Borrower and/or one or more Subsidiaries of Borrower.

Any accounting terms used in this Agreement which are not specifically defined shall have the meanings customarily given them in accordance with Generally Accepted Accounting Principles.

B.
THE LOAN


2.1

Agreement to Lend.  Lender agrees, on the terms and conditions set forth in this Agreement, to lend to Borrower the sum of $          ,        .  The Loan shall be evidenced by the Note and shall be repayable in accordance with the terms thereof.  


2.2
Term of Loan.  The Loan shall be repaid in accordance with the terms of the Note, Exhibit A of this Loan Agreement.

C.
 CONDITIONS TO LOANS


The obligation of Lender to make advances with respect to the Loan is subject to 

the satisfaction of the following conditions:


3.1
Representations and Warranties.  On and as of the date each advance by Lender with respect to the Loan is made, the representations and 
                               warranties set forth in Article IV shall be true.


3.2
No Default.  On and as of the date each advance by Lender with respect to the Loan is made, no Default shall exist and be continuing.


3.3
Evidence of Other Financing.  On or prior to the date of the initial advance with respect to the Loan, the debt and equity financing of borrower, as set forth on Exhibit C (page 5-3-105) attached hereto and made a part hereof, shall be in amount, form and substance acceptable to Lender and Lender shall have received evidence satisfactory to it that Exhibit C (page 5-3-105) is true and accurate.


3.4
Note.  On or prior to the date of the initial advance with respect to the Loan, the Note shall have been executed and delivered to Lender.


3.5  
Collateral.  On or prior to the date of the initial advance with respect to the Loan, the Security Documents shall have been executed and delivered to Lender and Lender shall be satisfied that its liens and security interests in the Collateral are perfected and subject only to those prior liens or security interests set forth on Exhibit D (page 5-3-75) attached hereto and made a part hereof.


3.6 
Corporate or Partnership Documents.  On or prior to the date of the initial advance with respect to the Loan, Lender shall have received a certified copy of the Borrower's Articles of Incorporation and By-Laws or Partnership Certificate and Partnership Agreement, as the case may be, evidence of Borrower's good standing and resolutions of the Board of Directors of the Borrower or the general partner, as the case may be, authorizing the borrowing under this Agreement and such additional supporting documents as lender may request.


3.7
Legal Matters. On or prior to the date of the initial advance with respect to the Loan, all legal matters incident to this Agreement and the transactions contemplated hereby shall be satisfactory to Lender.

D.
REPRESENTATIONS AND WARRANTIES


Borrower represents and warrants that *:


4.1
Corporate or Partnership Existence and Power.  Borrower is a corporation or partnership, as the case may be, duly formed, validly existing and in good standing under the laws of Illinois, is duly licensed and duly qualified as a foreign corporation or partnership, as the case may be, in good standing in all the jurisdictions in which the character of the property owned or leased or the nature of the business conducted by it requires such licensing or qualification and has all corporate or partnership powers, as the case may be, and all material governmental licenses, authorizations, consents and approvals required to carry on its business as now conducted.


4.2
Corporate or Partnership Authorization; Governmental Authorization.  The execution, delivery and performance by Borrower of this Agreement, the Note and the Security Documents are within Borrower's corporate or partnership powers, have been duly authorized by all necessary corporate or partnership action, require no action by or in respect of, or filing with, any governmental body, agency or official and do not contravene any provision of applicable law or regulation or of the Articles of Incorporation or By-Laws or Partnership Agreement of Borrower, as the case may be.


4.3

Binding Effect.  This Agreement, the Note and the Security Documents constitute valid and binding agreements of Borrower.




*  If Borrower is not a corporation or partnership, certain of the provisions  of Articles C, D and E are inapplicable, all as described in Section 7.9, Borrower Not a Corporation or a Partnership.



4.4

Accuracy of Application.  The Application is in all respects true and accurate except as modified by Exhibit B (page 5-3-101) or Exhibit B-1 (page 5-3-103) and there are no omissions or other facts or circumstances which may be material to the Project except as disclosed on the Application or on Exhibit B (page 5-3-101) or Exhibit B-1 (page 5-3-103).


4.5

Collateral.  Borrower has good title to and ownership of the Collateral, free and clear of all liens, claims, security interests and encumbrances except those of Lender and those, if any, described on Exhibit D.


4.6

Financials.  The financial statements delivered to Lender pursuant to the Application and Section 5.3 fully and accurately present the financial condition of Borrower.  No material adverse change in the condition, financial or otherwise, of Borrower has occurred since the date of the financial statements most recently delivered to Lender.


4.7

No Default.  Borrower is not, and will not be, as a result of the execution, delivery and performance of this Agreement, in default in the performance, observation or fulfillment of any covenant or obligation contained in any material agreement or other instrument to which Borrower is a party.


4.8
Litigation.  There are no actions or proceedings which are pending or, to the best of Borrower's knowledge, threatened against Borrower or any other Person which might result in any material adverse change in Borrower's status. 


4.9
ERISA.  Borrower has received no notice to the effect that it is not in full compliance with any of the requirements of the Employee Retirement Income Security Act of 1974, as amended, (ERISA) and the regulations promulgated thereunder and, to the best of its knowledge there exists no event described in Section 4043 of ERISA, excluding subsections 4043(b)(2) and 4043(b)(3) thereof.


4.10
Taxes.  Borrower has filed all federal, state and local tax returns and other reports, or has been included in consolidated returns or reports filed by an Affiliate, which Borrower is required by law to file and all charges that are due and payable have been paid.


4.11  
Intellectual Property.  Borrower has appropriate licenses, patents, patent applications, copyrights, trademarks and trade names to conduct its business, to undertake and complete the Project and to protect its proprietary information.


4.12  
Bribery.  Neither Borrower nor, to the best of Borrower's knowledge, any of Borrower's employees have been convicted of bribing or attempting to bribe an officer or employee of the                          , nor has the Borrower made an 

            (unit of government) admission of guilt of such conduct which is a matter of record.  


4.13      Environmental Matters.  Borrower and its subsidiaries are in compliance with all Environmental Laws and all federal, state and local laws, rules, regulations, ordinances and codes related to Hazardous Substances and have obtained and are in compliance with all requirements of all permits and licenses required in connection therewith.  No Hazardous Substance or storage tank is or has been located at or under any Premises.  The Borrower has not at any time released, transported or disposed of any Hazardous Substance.  The Borrower, none of its subsidiaries or any Premises (a) is subject to any liens, proceedings, orders or judgments or (b) has received notice of a claim or an alleged violation from any governmental or private party related to any Environmental Law, to the environmental condition of any Premises or the release, of threatened release, of any Hazardous Material and, to the best of Borrower's knowledge, none is threatened.

E.
COVENANTS AND CONTINUING AGREEMENTS


Borrower agrees that so long as any amount of the Loan remains unpaid:


5.1
Project.  Borrower shall at all times perform the Project in accordance with the description on Exhibit B (page 5-3-101) and will use all proceeds of the Loan to finance the Project in accordance with the Budget set forth on Exhibit B-1 (page 5-3-103).

5.2
Audit.  Borrower shall keep detailed records of the Project and the use of Loan proceeds.


5.3
Financial Statements.  Borrower shall furnish to Lender:  (a) if the amount specified in Section 2.1 is less than $100,000, as soon as available, but not later than 120 days after the end of each fiscal year of Borrower, a true and correct copy of Borrower's federal income tax return for such year just ended; (b) if the amount specified in Section 2.1 is equal to or greater than $100,000 but less than $250,000, as soon as available, but not later than 120 days after the end of each fiscal year of Borrower, financial statements of Borrower as at the end of such year reviewed by public accountants certified by the State of Illinois and satisfactory to Lender containing a certificate of the aforesaid public accountants certifying to Lender that they are not aware of the occurrence or existence of any condition or event which constitutes a Default; or (c) if the amount specified in Section 2.1 is equal to or greater than $250,000, as soon as available, but not later than 120 days after the end of each fiscal year of Borrower, financial statements of Borrower as at the end of such year, examined by public accountants, certified by the State of Illinois and satisfactory to Lender containing the unqualified opinion of such public accountants with respect to the financial statements and a certificate of the aforesaid public accountants certifying to Lender that they are not aware of the occurrence or existence of any condition or event which constitutes a Default.  Furthermore, Borrower shall provide, as often as requested by Lender, an unaudited financial statement of Borrower as at the end of the quarter of Borrower's fiscal year then elapsed, certified by Borrower's principal financial officer and prepared in accordance with Generally Accepted Accounting Principles and fairly presenting the financial position and results of all operations of Borrower for such quarter.


5.4
Corporate or Partnership Existence.  Borrower shall do all things necessary to preserve and keep in full force and effect its corporate or partnership existence, as the case may be.


5.5
Taxes, Etc.  Borrower shall pay and discharge all taxes and governmental charges imposed upon it and shall maintain such workmen's compensation insurance, unemployment insurance, retirement benefits and health benefits as may be required by law.


5.6  
Insurance.  Borrower shall keep and maintain its property insured for its full insurable value against loss or damage by fire, theft, explosion, sprinklers and all other hazards and risks ordinarily insured against by other owners or users of such properties in similar businesses.  If Borrower's property is located in an area designated as a flood hazard area, Borrower shall maintain federal flood insurance if such coverage is available.  All insurance policies shall be in form, substance and amount satisfactory to Lender, and shall contain an endorsement showing loss payable to Lender, as its interest shall appear.  Such endorsement shall provide that the insurance companies shall give Lender at least 30 days' prior written notice before any such policy shall be altered or canceled and that no act or default of Borrower or any other person shall affect the right of Lender to recover under such policy in case of loss or damage.  Borrower hereby directs all insurers under such policies to pay all proceeds payable thereunder directly to Lender.  From and after a default, Borrower irrevocably makes, constitutes and appoints Lender as Borrower's attorney (and agent-in-fact) for the purpose of making, settling and adjusting claims under such policies (provided that Lender shall consult with Borrower prior to finally making, settling or adjusting claims under such policies), endorsing the name of Borrower on any check, draft, instrument or other item of payment for the proceeds of such policies and for making all determinations and decisions with respect to such policies.  If Borrower shall fail to obtain or maintain any of the policies required by this Section 5.6 or to pay any premium relating thereto, then Lender, without waiving or releasing any obligation or default by Borrower hereunder, may (but shall be under no obligation to do so) obtain and maintain such policies of insurance and pay such premium and take any other action with respect thereto which Lender deems advisable.


5.7 
Maintenance of Assets.  Borrower shall at all times maintain its assets and shall not assign, sell, encumber, pledge or grant any lien or security interest in the Collateral except for sales in the ordinary course of business and as otherwise expressly provided for in this Agreement.

5.8  
Corporate Reorganization.  Borrower shall not, without Lender's prior written notice, merge or consolidate with any Person, sell or distribute a substantial portion of its assets or acquire capital stock or assets of any Person.


5.9  
Capital Stock.  Borrower shall not, without Lender's prior written notice, declare or pay any dividend or distribution on its capital stock or distribution on account of its partnership interest, as the case may be, or foregoing, it is recognized that for so long as the Borrower remains an "S" Corporation or partnership, the Borrower shall be entitled to, upon prior written notice to Lender, distribute cash to its shareholders or partners equal to the personal income tax liability of its shareholders or partners attributable to the activities of the Borrower.


5.10
Interested Transactions.  Borrower shall not enter into any transaction with any Affiliate, officer, director, stockholder or partner of Borrower, as applicable, except in the ordinary course of and pursuant to the reasonable requirements of Borrower's business and upon fair and reasonable terms which are fully disclosed to Lender and are no less favorable to Borrower than it would obtain in a comparable arm's length transaction with a Person not an Affiliate, officer, director, stockholder or partner of Borrower, as applicable.


5.11  
Loans to Certain Persons.  Borrower has not made and Borrower shall not make any loans or other advances of money (other than salary) to officers, directors, stockholders, partners or Affiliates of Borrower.  Borrower does not owe any officer or individual any sums in the nature of "officer notes payable" and no such loans or notes are anticipated.

5.12  
Compliance with Law.  Borrower shall comply with all applicable state and federal law and regulations promulgated thereunder.  Borrower shall comply with all applicable laws and regulations prohibiting discrimination on the basis of race, sex, religion, national origin, age or disability, including but not limited to the Illinois Human Rights Act, as now or hereafter amended, and the Equal Employment Opportunity Clause promulgated pursuant thereto.  Borrower shall also comply with all provisions identified in Exhibit E.


5.13  
Environmental Compliance.  Borrower will cause all representations made in the first three sentences of Section 4.13 of this Agreement to be true and correct on an ongoing basis at all times throughout the term of this Agreement.  Borrower shall promptly advise Lender in writing of any actual or threatened action of the types described in the fourth sentence of Section 4.13.


5.14

Worker Adjustment/Retraining Notices.  Borrower acknowledges receipt from Lender pursuant to this Agreement of economic development incentives as described in the Illinois Business Economic Support Act.  If Borrower becomes required to provide notice under the federal Worker Adjustment and Retraining Notification Act, it shall also provide at the same time a copy of the federal notice to Lender, the Governor of Illinois, the Speaker and Minority Leader of the Illinois House of Representatives, the President and Minority Leader of the Illinois Senate, the Illinois Department of Commerce and Community Affairs, and the Mayor of each municipality where Borrower has locations in Illinois.

F.  DEFAULTS


6.1

Defaults.  If one or more of the following events (Defaults) shall have occurred and be continuing:




(a)
Borrower shall fail to pay, within 5 days of when due, any amount due under the Note or other amount payable to Lender under this Agreement;




(b)  
Borrower shall fail to observe or perform any covenant or agreement contained in this Agreement, including the Exhibits hereto, for 10 days after written notice thereof has been given to Borrower by Lender;




(c)
Any representation, warranty, certificate or statement made by Borrower  in this Agreement, including the Exhibits hereto, or in any certificate, report, financial statement or other document delivered pursuant to this Agreement shall prove to have been incorrect when made in any material respect;




(d) 
A default shall occur with respect to any indebtedness of Borrower for borrowed money or with respect to any material agreement or instrument to which Borrower is a party;




(e) 
Borrower shall fail to observe or perform any covenant or agreement contained in any Security Document or a default shall occur under any Security Document;




(f)   
Borrower shall commence a voluntary case or other proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a general assignment for the benefit of creditors, or shall fail generally to pay its debts as they become due, or shall take any corporate action to authorize any of the foregoing;




(g)
An involuntary case or other proceeding shall be commenced against Borrower seeking liquidation, reorganization or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary case or other proceedings shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against Borrower under the federal bankruptcy laws as now or hereafter in effect;





(h)
There shall be entered against Borrower one or more judgments or decrees in excess of $10,000 in the aggregate at any time outstanding, excluding judgments or decrees which have been vacated, discharged, stayed or bonded pending appeal within 30 days from entry thereof and judgments to the extent covered by insurance;





(i)
                                                        and                                   
shall cease to own at least          .0 percent each of the issued and outstanding voting stock or of any of the outstanding partnership interests, as the case may be, of Borrower; 




(j)
Borrower ceases the conduct of active trade or business in the Lender's community for any reason, including, but not limited to, fire or other casualty;




(k) 
Borrower fails to create/retain jobs as identified in Exhibit B (page 5-3-101); 


Then, Lender may declare the Loan to be immediately due and payable without 

presentment, demand, protest or other notice of any kind, all of which are hereby 

waived by Borrower.


6.2  

Remedies with Respect to Collateral.  If a Default shall have occurred, Lender shall have such rights with respect to the Collateral as are specified in the Security Documents.


6.3  

Interest Upon Default. During such period as a Default shall have occurred and be continuing, interest on the Loan shall accrue and be payable at Default Rate.


6.4  

Environmental Inspections.  Upon the occurrence of any Default or any event which, with notice or the passage of time, or both, would constitute a Default, Lender, its agents and independent professional consultants retained by Lender shall have the right at Borrower's cost and expense to enter any Premises for the purpose of investigating compliance with Environmental Laws and the presence of Hazardous Substances and to take remedial action  with respect to the same.  

G. MISCELLANEOUS


7.1  

Notices.  Notice required hereunder shall be in writing and shall be deemed to have been validly served, given or delivered upon deposit in the United States mails, by registered mail, return receipt requested, at the address set forth on the signature page hereof or to such other address as each party may specify for itself by like notice.


7.2  

General Indemnification.  Borrower shall fully and completely indemnify, defend and hold harmless Lender, its officers, directors, employees and agents against any liability, judgment, loss, cost, claim, damage (including consequential damage) or expense (including attorneys' fees and disbursements, settlement costs, consultant fees, investigation and laboratory fees) to which any of them may become subject insofar as they may arise out of or are based upon (a) this Agreement, any agreement or document executed by Borrower or Lender as part of the transaction described herein or Borrower's use of the proceeds of the loan, (b) any violation or claim of violation of any Environmental Laws with respect to any Premises, injury to any person or property as a result of the violation or claim of violation of any Environmental Law, or any governmental or judicial claim, ordinance or judgment with respect to the cleanup of Hazardous Substances or with respect to any Premises, (c) the presence of Hazardous Substances on or under any Premises (including the improvements) or (d) any cost, claim, liability or damage arising in connection with any remediation of  Premises required by governmental authority regarding the presence of Hazardous Substances on the Premises or the subsurface thereof or the release, threatened release, escape, seepage, leakage, discharge or migration of any Hazardous Substances.  


7.3  

Right of Inspection; Reporting.  Lender shall have the right of access, at all reasonable hours, to Borrower's premises and books and records for purposes of inspection of the Collateral and determining compliance with this Agreement.  In addition to the reporting specifically required here under, Borrower shall furnish to Lender such information as Lender may reasonably request with respect to this Agreement or the Project.


7.4  

Expenses. Borrower shall pay on demand all out-of-pocket expenses incurred by Lender in connection with the perfection of Lender's rights in the Collateral (including recording and filing fees, UCC lien searches, mortgage taxes, title insurance and survey costs and documentary stamp and other taxes) and the enforcement of the rights of Lender in connection with this Agreement or with the borrowings hereunder.


7.5  

Survivals. All covenants, agreements, representations and warranties made herein and in the certificates delivered pursuant hereto shall survive the making of the Loan herein contemplated and shall continue in full force and effect so long as any portion of the Loan shall be outstanding and unpaid.


7.6  

No Waivers.  No failure or delay by Lender in exercising any right, power or privilege hereunder or under any Security Document shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or privilege. The rights and remedies herein provided shall be cumulative and not exclusive of any rights or remedies provided by law.


7.7 

Severability.  Wherever possible each provision of this Agreement shall be interpreted in such manner as to be effective and valid under applicable law, but if any provision shall be invalid under applicable law, such provision shall be ineffective to the extent of such invalidity without invalidating the remaining provisions of this Agreement.


7.8  

Integration.  This Agreement represents the full and complete agreement between the parties with respect to the matters addressed herein and there are no oral agreements or understandings between the parties.


7.9  

Borrower Not a Corporation or a Partnership.  In the event that Borrower is not organized as a corporation or a partnership, Sections 3.6, 4.1, 4.2 and 5.4 shall not apply to Borrower, provided that Borrower represents and warrants that it possesses all material governmental licenses, authorizations, consents and approvals required to carry on its business as now conducted.


7.10  
Illinois Law.  This Agreement shall be construed in accordance with and governed by the law of the State of Illinois.


7.11  
Counterparts; Effectiveness.  This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and hereto were upon the same instrument.


7.12  
Amendments. No modification of or waiver of any provision of this Agreement, the Note or any of the Security Documents shall be effective unless the same shall be in writing and signed by the parties hereto.


7.13  
Bid Rigging or Bid Rotating.  The Borrower certifies that it has not been barred from bidding on or receiving State contracts as a result of a violation of Section 33E-3 or 33E-4 of the Criminal Code of 1961 (bid rigging or bid rotating, respectively).


7.14  
Bribery Clause. The Borrower certifies that it is not barred from being awarded contract or subcontract under Section 50.5 of the Illinois Procurement Code (30 ILCS 500).  


7.15 
Borrower Federal Taxpayer Identification Number and Legal Status Disclosure.  Under penalties of perjury, the undersigned certifies that _________________________is its correct federal Taxpayer Identification Number (TIN). The organization does business as a (please check one):

	
	Individual 
	
	Real Estate Agent

	
	Sole Proprietorship
	
	Government Entity

	
	Partnership
	
	Tax Exempt Organization 

	
	Corporation
	
	(IRC 501 (a) only)

	
	Not-for-Profit Corporation
	
	 Trust or Estate

	
	Medical and Health Care
	
	

	
	Service Provider Corporation
	
	



7.16  
Federal Compliance. Borrower shall comply with the provisions of Exhibit E (page 5-3-109).  Provided, however, that if the funds advanced to Borrower pursuant to this Loan are used for purposes other than construction, renovation or remodeling or equipment installation then the provisions of Exhibit E (page 5-3-115), Section 8, "Federal Labor Standards Provision," shall not apply to Borrower.

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed as of the day and year first above written.
	 ATTEST:
	
	
	
	
	 (Company)

	
	
	
	
	
	
	
	

	
	
	
	
	 By:
	

	(Name)
	
	
	
	
	(Name)

	Secretary
	
	
	
	
	 Its:
	 President

	
	
	
	
	
	
	
	

	
	
	
	
	
	 Address:

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


	 ATTEST:
	
	
	
	
	 (Lender)

	
	
	
	
	
	
	
	

	
	
	
	
	By:
	

	(Name)
	
	
	
	
	(Name)

	City (County) Clerk
	
	
	
	
	 Its:
	 Chief Elected Official

	
	
	
	
	
	
	
	

	
	
	
	
	
	 Address:

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Exhibit A

to

Loan Agreement

between

(unit of government)

and






, Inc.
Form of Promissory Note

             


                                                                                        (date)


  FOR VALUE RECEIVED, the undersigned,                          , Inc. (the "Borrower"), hereby unconditionally promises to pay to the order of the_____________________ (unit of government) (the "Lender") the principal sum of ______________________  ($      ,      .00) or such lesser amount as may have been advanced by Lender under the Loan Agreement dated of even date herewith between Borrower and Lender, together with the interest on the unpaid principal balance thereof at an interest rate per annum equal at all times to            percent (     %).  In the event of a Default as defined in the Loan Agreement, Borrower shall pay interest from the date of Default until payment in full of all principal and interest due on the loan or cure satisfactory to Lender at a per annum rate of twelve percent (12%).  Interest shall be computed on the basis of a year of 360 days and actual days elapsed and shall be payable on the first day of each calendar month for the immediately preceding month.


The principal indebtedness evidenced hereby shall be payable in __________________(________) consecutive installments according to the following schedule:  commencing on              1,             and on the first day of each month until            1,         , Borrower shall pay Lender $      ,       .      and on           1,          , Borrower shall pay Lender a final installment in the amount necessary to repay the unpaid principal amount of the loans made under the Loan Agreement in full.

This Promissory Note may be prepaid in whole or in part at any time or from time to time without fee or penalty.  Both principal and interest are payable and prepayable in lawful money of the United States of America to Lender at ___________, in immediately available funds.  All advances made by Lender to Borrower under the Loan Agreement and all payments made on account of principal and interest hereof shall be recorded by Lender on the books and records of Lender.


The Promissory Note is issued pursuant to the Loan Agreement and is subject to the terms thereof.  Upon the happening of certain events described in the Loan Agreement, this Promissory Note may be declared by Lender to be immediately due and payable.


Should the indebtedness represented by this Promissory Note or any part thereof be collected at law or in equity or in bankruptcy, receivership or other court proceedings or this Promissory Note is placed in the hands of attorneys for collection after Default, Borrower agrees to pay, in addition to the principal and interest due and payable hereon, reasonable attorneys' fees and costs of collection.


Borrower and any endorser hereof hereby waive presentment for payment, notice of dishonor, protest and notice of protest and other notices of every kind, and, to the fullest extent permitted by law, all rights to plead any statute of limitations as a defense to any action hereunder.  No delay on the part of the holder hereof in exercising any rights hereunder shall operate as a waiver of such rights.


This Promissory Note shall be governed by, and for all purposes construed in accordance with, the laws of the State of Illinois.

	
	
	
	 (Company)

	
	
	
	
	
	

	
	
	
	 By:
	
	

	
	
	
	
	(Name)

	
	
	
	
	 Its:
	 President


Exhibit B

to

Loan Agreement

between

(unit of government)

and






, Inc.
Description of Project

  I. Description 


  The                           (unit of government) will receive $       ,         from the Community Development Assistance Program (CDAP).  The unit of government will use the funds to 
                    

           

II. OUTCOME  


  The company currently employs            at the                           location.  As the result of the project,                               , Inc. shall hire a minimum of            additional full-time employees before                     ,           and shall retain all employees for the term of the loan.  The benefit to low-to-moderate income persons will be 51 percent.  This will be documented through the use of either the Employee Income Certification Form and/or the hiring of JTPA eligible individuals. CDAP funds will be loaned at            percent (     %) interest for a _________ year term.

III.  PROJECT ACTIVITIES (BY BUDGET/COST CATEGORY)
 
Activity
Amount
Source

0900 - ECONOMIC DEVELOPMENT

(FOR PROFIT)                                $       ,          ,        
Corporate Cash Equity

                              

Exhibit B-1

to

Loan Agreement

between

(unit of government)

and







, Inc.
	             Project Activity:          
	
	  Budget:

	�                                                            
	
	 $          ,           

	
	
	

	
	
	

	
	
	


Exhibit C

to

Loan Agreement

between

(unit of government)

and






, Inc.
Other Financing of Borrower

	     Amount 
	
	Description       
	
	Creditor or Investor

	     ,       ,   
	
	Corporate Cash Equity
	
	                     ,Inc.

	     ,       ,     
	
	       years/     %
	
	                      Bank

	     ,       ,     
	
	       years/     % 
	
	                       

	     ,       ,     
	
	 Land Donation 
	
	                       

	     ,       ,     
	
	       years/     % 
	
	                       

	     ,       ,     
	
	       years/     %        
	
	                       


Exhibit D

to

Loan Agreement

between

(unit of government)

and






, Inc.
Other Liens, Claims or Encumbrances

Against the Collateral

First lien security interest in favor of                           Bank of                           in all personal property including accounts receivable, inventory, machinery, equipment, furniture, fixtures and general intangibles.  Principal  balance as of  ____/____/____is   $      ,          ,        .

First position Real Estate Mortgage in favor of                          Bank of                        on real estate located at the ______________________________________________                     Principal balance as of ___/___/____is $      ,        ,         .

Second position Real Estate Mortgage in favor of ______________________________
 on real estate located at the ______________________________________________.  Principal balance as of ___/___/___ is $        ,        ,        .

Shared third position Real Estate Mortgage in favor of the _______________________
 on real estate located at the ______________________________________________.  Principal balance as of ___/___/___ is $        ,        ,        .

All of the above priority positions are more particularly set forth in that certain Intercreditor Agreement dated_____________________among                                     .

Exhibit E

to

Loan Agreement

between

(unit of government)

and






, Inc.
1.
Equal Employment Opportunity.  During the performance of this Agreement the Borrower agrees as follows:

a.
The Borrower will not discriminate against any employee or applicant for employment because of race, religion, sex, color or national origin.  The Borrower will take affirmative action to ensure that applicants are employed, and that employees are treated during employment, without regard to their race, religion, sex, color or national origin.  Such action shall include, but not be limited to, the following:  Employment, upgrading, demotion, discipline or transfer; recruitment or recruitment advertising; layoff or termination; rates of pay or other forms of compensation; and selection for training, including apprenticeship.  The Borrower agrees to post in conspicuous places, available to employees and applicants for employment, notices to be provided by the Lender setting forth the provisions of this nondiscrimination clause.

b.
The Borrower will, in all solicitations or advertisements for employees placed by or on behalf of the Borrower, state that all qualified applicants will receive consideration for employment without regard to race, religion, color, sex or national origin.

c.
The Borrower will cause the foregoing provisions to be inserted in all contracts or subcontracts for any work covered by this Loan Agreement so that such provisions will be binding upon each contractor or subcontractor, provided that the foregoing provisions shall not apply to contracts or subcontracts for standard commercial supplies or raw materials.

2.
Civil Rights Act of 1964.  Under Title VI of the Civil Rights Act of 1964, no person shall, on the grounds of race, color, or national origin, be excluded from participation in, be denied the benefits of, or be subjected to discrimination under any program or activity receiving federal financial assistance.

3.
Section 109 of the Housing and Community Development Act of 1974, as Amended
 No person in the United States shall on the ground of race, color, national origin, or sex be excluded from participation in, be denied the benefits of, or be subjected to discrimination under any program or activity funded in whole or in part with funds made available under this title.

4.
Section 3 Compliance in the Provision of Training, Employment and Business Opportunities.


(a)
The work to be performed under this Agreement is subject to the requirements of Section 3 of the Housing and Urban Development Act of 1968, as amended, 12 U.S. C. 1701 u (Section 3).  The purpose of Section 3 is to ensure that employment and other economic opportunities generated by HUD assistance or HUD-assisted projects covered by Section 3, shall, to the greatest extent feasible, be directed to low -and -moderate income persons, particularly persons who are recipients of HUD assistance for housing.


(b)
The parties to this Agreement agree to comply with HUD's regulations in 24 CFR part 135, which implement Section 3. The parties to this Agreement will certify that they are under no contractual or other impediment that would prevent them from complying with the part 135 regulations.

(c)
The Borrower agrees to send to each labor organization or representative of workers with which the Borrower has a collective bargaining agreement or other understanding, if any, a notice advising the labor organization or workers' representative of the Borrower's commitments under this Section 3 clause, and will post copies of the notice in conspicuous places at the work site where both employees and applicants for training and employment can see the notice.




The notice shall describe the Section 3 preference, shall set forth minimum number and job titles subject to hire, availability of apprenticeship and training positions, the qualifications for each- and the name and location of the person(s) taking applications for each of the positions- and the anticipated date the work shall begin.


(d)
The Borrower agrees to include this Section 3 clause in every contract and subcontract subject to compliance with regulations in 24 CFR part 135, and agrees to take appropriate action, as provided in an applicable provision of the contract or subcontract or in this Section 3 clause, upon a finding that the contractor or subcontractor is in violation of the regulations in 24 CFR part 135.  The Borrower will not contract or subcontract with any contractor or subcontractor where the Borrower has notice or knowledge that the contractor or subcontractor has been found in violation of the regulations in 24 CFR part 135.


(e)
The Borrower will certify that any vacant employment positions, including training positions, that are filled (1) after the Borrower is selected but before the Loan Agreement is executed, and (2) with persons other than those of whom the regulations of 24 CFR part 135 require employment opportunities to be directed, were not filled to circumvent the Borrower's obligations under 24 CFR part 135.


(f)
Noncompliance with HUD's regulations in 24 CFR part 135 may result in termination of this Loan Agreement for default or suspension from future HUD assisted contracts.


(g)
With respect to work performed in connection with Section 3 covered Indian housing assistance, Section 7(b) of the Indian Self-Determination and Education Assistance Act (25 U.S.C. 450e) also applies to the work to be performed under this Agreement.  Section 7(b) requires that to the greatest extent feasible (i) preference and opportunities for training and employment shall be given to Indians, and (ii) preference in the award of contracts and subcontracts shall be given to Indian organizations and Indian-owned Economic Enterprises.  Parties to this Agreement that are subject to the provisions of Section 3 and Section 7(b) agree to comply with Section 3 to the maximum extent feasible, but not in derogation of compliance with Section 7(b).

5.
Section 504 of the Rehabilitation Act of 1973

(a)
The Borrower will not discriminate against any employee or applicant for employment because of physical or mental disability in regard to any position for which the employee or applicant for employment is qualified. The Borrower agrees to take affirmative action to employ, advance in employment and otherwise treat qualified individuals with disabilities without discrimination based upon their physical or mental disability in all employment practices such as the following: Employment, upgrading, demotion or transfer, recruitment, advertising, layoff or termination, rates of pay or other forms of compensation, and selection for training, including apprenticeship.

(b) In the event of the Borrowers noncompliance with the requirements of this



clause, actions for noncompliance may be taken in accordance with the 



rules, regulations and relevant orders of the Secretary of Labor issued



pursuant to the Act.


(c)
The Borrower agrees to post in conspicuous places, available to employees and applicants for employment, notices in a form to be prescribed by the Director, provided by or though the contractor officer. Such notices shall state the Borrower's obligation under the law to take affirmative action to employ and advance in employment qualified employees with disabilities and applicants for employment, and the rights of applicants and employees.


(d)
The Borrower will notify each labor union or representative of workers with which it has a collective bargaining agreement or other contract understanding, that the Borrower is bound by the terms of Section 504 of the Rehabilitation Act of 1973, and is committed to take affirmative action to employ and advance in employment individuals with disabilities.


(e)
The Borrower will include the provisions of this clause in every contract, subcontract or purchase order of $2,500 or more unless exempted by rules, regulations or orders of the Secretary issued pursuant to Section 504 of the Act, so that such provisions will be binding upon each contractor, subcontractor or vendor.  The Borrower will take such action with respect to any contract, subcontract or purchase order as the Director of the Office of Federal Contract Compliance Programs may direct to enforce such provisions, including action for non-compliance.

6.
Section 402 Veterans of the  Vietnam Era (lf $10,000 or Over)

Affirmative Action for Disabled Veterans and Veterans of the Vietnam Era


(a)      
The Borrower will not discriminate against any employee or applicant for employment because he or she is a disabled veteran or veteran of the Vietnam era in regard to any position for which the employee or applicant for employment  is qualified.  The Borrower agrees to take affirmative action to employ, advance in employment and otherwise treat qualified disabled veterans and veterans of the Vietnam era without discrimination based upon their disability or veteran status in all employment practices such as the following: employment upgrading, demotion or transfer, recruitment, advertising, layoff or termination, rates of pay or other forms of compensation, and selection for training, including apprenticeship.


(b) 
The Borrower agrees that all suitable employment openings of the Borrower which exist at the time of the execution of this agreement and those which occur during the performance of this Agreement, including those not generated by this Agreement and including those occurring at an establishment of the Agreement other than the one wherein the Agreement is being performed but excluding those of independently operated corporate affiliates, shall be listed at an appropriate local office of the State employment service system wherein the opening occurs.  The Borrower further agrees to provide such reports to such local office regarding employment openings and hires as may be required.



State and local government agencies holding Federal contracts of $10,000 or more shall also list all their suitable openings with the appropriate office of the State employment service, but are not required to provide those reports set forth in paragraphs (4) and (5).


(c) 
Listing of employment openings with the employment service system pursuant to this clause shall be made at least concurrently with the use of any other recruitment source or effort and shall involve the normal obligations which attach to the placing of a bona fide job order, including the acceptance or referrals of veterans and non-veterans.  The listing of employment openings does not require the hiring of any particular job applicant or from any particular group of job applicants, and nothing herein is intended to relieve the Borrower from any requirements in Executive Orders or regulations regarding nondiscrimination in employment.                


(d) 
The reports required by paragraph (2) of this clause shall include, but not be limited to, periodic reports which, shall be filed at least quarterly with the appropriate local office or, where the Borrower has more than one hiring location in a State, with the central office of that State employment service.  Such reports shall indicate for each hiring location (1) the number of individuals hired during the reporting period, (2) the number of non-disabled veterans of the Vietnam era hired, (3) the number of disabled veterans of the Vietnam era hired, and (4) the total number of disabled veterans hired.  The reports should include covered veterans hired for on-the-job training under 38 U.S.C. 1787.  The Borrower shall submit a report  within 30 days after the end of each reporting period wherein any performance is  made on this Agreement identifying data for each hiring location.  The  Borrower shall maintain at each hiring location copies of the reports submitted until the expiration of one year after final payment under the Agreement during which time these reports and related documentation shall be made available, upon request, for examination by any authorized representatives of the contracting officer or of the Secretary of Labor. Documentation would include personnel records respecting job openings, recruitment, and placement.


(e) 
Whenever the Borrower becomes contractually bound to the listing provisions of this clause, it shall advise the employment service system in each State where it has establishments of the name and location of each hiring location in the State.  As Iong as the Borrower is contractually bound to these provisions and has so advised the State system there is no need to advise the State system of subsequent contracts.  The Borrower  may advise the State system when it is no longer bound by this Agreement clause.


(f)
This clause does not apply to the listing of employment openings which occur and are filled outside of the 50 States, the District of Columbia, Puerto Rico, Guam, and the Virgin Islands.


(g) 
The Borrower agrees to comply with the rules, regulations, and relevant orders of the Secretary of Labor issued pursuant to the Act.


(h) 
In the event of the Borrower’s noncompliance with the requirements of this clause, actions for noncompliance may be taken in accordance with the rules, regulations, and relevant orders of the Secretary of Labor issued pursuant to the Act.


(i)
The Borrower agrees to post in conspicuous places, available to employees and applicants for employment, notices in a form to be prescribed by the Director provided by or through the contracting officer. Such notice shall state the Borrower’s obligation under the law to take affirmative action to employ and advance in employment qualified disabled veterans and veterans of the Vietnam era for employment, and the rights of applicants and employees.


(j)
The Borrower will notify each labor union or representative of workers with which it has a collective bargaining agreement or other contract understanding that the Borrower is bound by the terms of the Vietnam Era Veterans Readjustment Assistance Act, and is committed to take affirmative action to employ and advance in employment qualified disabled veterans and veterans of the Vietnam Era.


(k) 
The Borrower will include the provisions of this clause in every contract, subcontract or purchase order of $10,000 or more unless exempted by rules, regulation, or orders of the Secretary issued pursuant to the Act, so that such provisions will be binding upon each contractor, subcontractor or vendor. The Borrower will take such action with respect to any contract, subcontract or purchase order as the Director of the Office of Federal Contract Compliance Programs may direct to enforce such provisions, including action for noncompliance.

7.
Age Discrimination Act of 1975, as amended.

The Borrower will not discriminate against any employee or applicant on the        basis of age.

8.
Federal Labor Standards Provisions.

The project to which the work covered by this Agreement pertains is being           assisted by the United States of America and the following Federal Labor             standards Provisions shall be included in any contract or subcontract pursuant to this Loan Agreement.

(a)

Minimum Wage Rates for Laborers and Mechanics

All laborers and mechanics employed upon the work covered by this Contract shall be paid unconditionally and not less often than once each week, and without subsequent deduction or rebate on any account (except such payroll deductions as are made mandatory by law and such other payroll deductions as are permitted by the applicable regulations issued by the Secretary of Labor, United States Department of Labor, pursuant to the Anti-Kickback Act hereinafter identified), the full amount due at time of payment computed at wage rates not less than those contained in the wage determination decision of said Secretary of Labor (a copy of which is attached and herein incorporated by reference), regardless of any contractual relationship which may be alleged to exist between the Contractor or any subcontractor and such laborers and mechanics employed upon such work shall be paid in cash, except that payment may be by check if the employer provides or secures satisfactory facilities approved by the Local Public Agency or Public Body for the cashing of the same without cost or expense to the employee.  For the purpose of this clause, contributions made or costs reasonably anticipated under Section 1(b)(2) of the Davis-Bacon Act on behalf of laborers or mechanics are considered wages paid to such laborers or mechanics, subject to the provisions of Section 5.5(a)(1)(iv) of Title 29, Code of Federal Regulations.  Also for the purpose of this clause, regular contributions made or costs incurred for more than a weekly period under plans, funds or programs, but covering the particular weekly period, are deemed to be constructively made or incurred during such weekly period.

(b)

Underpayments of Wages or Salaries

In case of underpayment of wages by the Contractor or by any subcontractor to laborers or mechanics employed by the Contractor or subcontractor upon the work covered by this Contract, the Local Public Agency or Public Body in addition to such other rights as may be afforded it under this contract shall withhold from the Contractor, out of any payments due the Contractor, so much thereof as the Local Public Agency or Public Body may consider necessary to pay such laborers or mechanics the full amount of wages required by this Contract.  The amount so withheld may be disbursed by the Local Public Agency or Public Body, for and on account of the Contractor or the subcontractor (as may be appropriate), to the respective laborers or mechanics to whom the same is due or on their behalf to funds/or programs for any type of fringe benefit prescribed in the applicable wage determination.


(c)

Anticipated Costs of Fringe Benefits

If the Contractor does not make payments to a trustee or other third person, he may consider as part of the wages of any laborer or mechanic the amount of any costs reasonably anticipated in providing fringe benefits under a plan or program of a type expressly listed in the wage determination decision of the Secretary of Labor which is a part of this Contract:  Provided, however, the Secretary of Labor has found, upon the written request of the Contractor, that the applicable standards of the Davis-Bacon Act have been met.  The Secretary of Labor may require the Contractor to set aside in a separate account assets for the meeting of obligations under the plan or program.  A copy of any findings made by the Secretary of Labor in respect to fringe benefits being provided by the Contractor must be submitted to the Local Public Agency or Public Body with the first payroll filed by the Contractor subsequent to receipt of the findings.


(d)

Overtime Compensation Required by Contract Work Hours and Safety Standards Act (76 Stat. 357-360:  Title 40 U.S.C., Sections 327-332).

(i)  Overtime requirements.  No Contractor or subcontractor contracting for any part of the contract work which may require or involve the employment of laborers or mechanics, including watchmen and guards, shall require or permit any laborer or mechanic in any work week in which he is employed on such work to work in excess of 40 hours in such work week unless such laborer or mechanic receives compensation at a rate not less than one and one-half times his basic rate of pay for all hours worked in excess of 40 hours in such work week, as the case may be.

(ii)  Violation:  Liability for unpaid wages liquidated damages.  In the event of any violation of the clause set forth in paragraph (a), the Contractor and any subcontractor responsible therefore shall be liable to any affected employee for his unpaid wages. In addition, such Contractor and subcontractor shall be liable to the United States for liquidated damages.  Such liquidated damages shall be computed with respect to each individual laborer or mechanic employed in violation of the clause set forth in paragraph (a), in the sum of $10 for each calendar day on which such employee was required or permitted to work in excess of the standard work week of 40 hours without payment of the overtime wages required by the clause set forth in paragraph (a).

(iii) Withholding for liquidated damages.  The Local Public Agency or Public Body provided in the clause set forth in paragraph (b), shall withhold or cause to be withheld, from any moneys payable on account of work performed by the Contractor or subcontractor, such sums as may administratively be determined to be necessary to satisfy any liabilities of such Contractor or subcontractor for liquidated damages as provided  in the clause set forth in paragraph (b).

(iv) Subcontracts.  The Contractor shall insert in any subcontracts the clauses set forth in paragraphs(a),(b), and (c) of this Section and also a clause requiring the subcontractors to include these clauses in any lower tier subcontracts which they may enter into, together with a clause requiring this insertion in any further subcontracts that may in turn be made.

 
e.

Apprentices and Trainees

(i)  Apprentices.  Apprentices will be permitted to work at less than the predetermined rate for the work they performed when they are employed and individually registered in a bona fide apprenticeship program registered with the U.S. Department of Labor, Manpower Administration, Bureau of Apprenticeship and Training, or with a State Apprenticeship Agency recognized by the Bureau, or if a person is employed in his first 90 days of probationary employment as an apprentice in such an apprenticeship program, who is not individually registered in the program, but who has been certified by the Bureau of Apprenticeship and Training or a State Apprenticeship Agency (where appropriate) to be eligible for probationary employment as an apprentice.  The allowable ratio of apprentices of journeymen in any craft classification shall not be greater than the ratio permitted to the contractor as to his entire force under the registered program.  Any employee listed on a payroll at an apprentice wage rate, who is not a trainee as defined in paragraph ii, below, or is not registered or otherwise employed as stated above, shall be paid the wage rate determined by the Secretary of Labor for the classification of work he actually performed.   

(ii) Trainees.  Except as provided in 29 CFR 5.15, trainees will not be permitted to work at less than the predetermined rate for the work performed unless they are employed pursuant to and individually registered in a program which has received prior approval, evidenced by formal certification, by the U.S. Department of Labor, Manpower Administration, Bureau of Apprenticeship and Training.  The ratio of trainees to journeymen shall not be greater than permitted under the plan approved by the Bureau of Apprenticeship and Training.  Every trainee must be paid at not less than the rate specified in the approved program for his level of progress.  Any employee listed on the payroll at a trainee rate who is not registered and participating in a training plan approved by the Bureau of Apprenticeship and Training shall be paid not less than the wage rate determined by the Secretary of Labor for the classification of work he actually performed. The contractor or subcontractor will be required to furnish the contracting officer or a representative of the Wage-Hour Division of the U.S. Department of Labor written evidence of the certification of his program, the registration of the trainees, and the ratios and wage rates prescribed in that program. In the event the Bureau of Apprenticeship and Training withdraws approval of a training program, the contractor will no longer be permitted to utilize trainees at less than the applicable predetermined rate for the work performed until an acceptable program is approved.

(iii) Equal Employment Opportunity.  The utilization of apprentices, trainees and journeymen under this part shall be in conformity with the equal employment opportunity requirements of Executive Order 11246, as amended, and 29 CFR Part 30.


f.
Employment of Certain Persons Prohibited

No person under the age of sixteen years and no person who, at the time, is serving sentence in a penal or correctional institution shall be employed on the work covered by this Contract.

g.
Regulations Pursuant to So-Called  Copeland Anti-Kickback Act

The Contractor shall comply with the applicable regulations of the Secretary of Labor, made pursuant to the Copeland Anti-Kickback Act Title 40 U.S.C., Section 276c), and any amendment or modifications thereof, shall cause appropriate provisions to be inserted in subcontracts to insure compliance therewith by all subcontractors subject thereto, and shall be responsible for the submission of affidavits required by subcontractor thereunder, except as said Secretary of Labor may specifically provide for reasonable limitations, variations, tolerance, and exemptions from the requirements thereof.

h.
Employment of Laborers or Mechanics Not Listed in Aforesaid Wage Determination Decision

Any class of laborers or mechanics which is not listed in the wage determination and which is to be employed under the Contract will be classified or reclassified conformably to the wage determination by the Local Public Agency or Public Body and a report of the action taken shall be submitted by the Local Public Agency or Public Body, through the Department of Commerce and Community Affairs, to the Secretary of Labor, United States Department of Labor.  In the event the interested parties cannot agree on the proper classification or reclassification of a particular class of laborers and mechanics to be used, the question accompanied by the recommendation of the Local Public Agency or Public Body shall be referred, through the Department of Commerce and Community Affairs to the Secretary of Labor for final determination.

i.
Fringe Benefits Not Expressed as Hourly Wage Rates

The local Public Agency or Public Body shall require, whenever the minimum wage rate prescribed in the Contract for a class of laborers or mechanics includes a fringe benefit which is not expressed as an hourly wage rate and the Contractor is obligated to pay cash equivalent of such a fringe benefit, an hourly cash equivalent thereof to be established.  In the event the interested parties cannot agree upon a cash equivalent of the fringe benefit, the question, accompanied by the recommendation of the Local Public Agency or Public Body, shall be referred, through the Department of Commerce and Community Affairs, to the Secretary of Labor for determination.

j.
Posting Wage Determination Decisions and Authorizing Wage Deductions

The applicable wage poster of the Secretary of Labor, United States Department of Labor, and the applicable wage determination decisions of said Secretary of Labor with respect to the various classifications of laborers and mechanics employed and to be employed upon the work covered by this Contract, and a statement showing all deductions, if any, in accordance with the provisions of this Contract, to be made from wages actually earned by persons so employed or to be employed in such classifications, shall be posted at appropriate conspicuous points at the site of the work.

k.
Complaints, Proceedings or Testimony by Employees

No laborer or mechanic to whom the wage, salary, or other labor standards provisions of this Contract are applicable shall be discharged or in any other manner discriminated against by the Contractor or any subcontractor because such employee has filed any complaint or instituted or caused to be instituted any proceeding or has testified or is about to testify in any proceeding under or relating to the labor standards applicable under this Contract to his employer.

l.
Claims and Disputes Pertaining to Wage Rates

Claims and disputes pertaining to wage rates or to classifications of laborers and mechanics employed upon the work covered by this Contract shall be promptly reported by the Contractor in writing to the Local Public Agency or Public Body for referral by the latter through the Secretary of Housing and Urban Development to the Secretary of Labor, United States Department of Labor, whose decision shall be final with respect thereto.

m.
Questions Concerning Certain Federal Statutes and Regulations

All questions arising under this Contract which relate to the application or interpretation of (a) the aforesaid Copeland Anti-Kickback Act, (b) the Contract Work Hours and Safety Standards Act, (c) the aforesaid Davis-Bacon Act, (d) the regulations issued by the Secretary of Labor, United States Department of Labor, pursuant to said Acts, or (e) the labor standards provisions of any other pertinent Federal statute, shall be referred, through the Local Public Agency or Public Body and the Department of Commerce and Community Affairs to the Secretary of Labor, United States Department of Labor, for said Secretary's appropriate ruling or interpretation which shall be authoritative and may be relied upon for the purposes of this Contract.

n.
Payrolls and Basic Payroll Records of Contractor and Subcontractors

The Contractor and each subcontractor shall prepare his payrolls on forms satisfactory to and in accordance with instructions to be furnished by the Local Public Agency or Public Body.  The Contractor shall submit weekly to the Local Public Agency or Public Body two certified copies of payrolls of all subcontractors.  Each such payroll shall contain the "Weekly Statement of Compliance" set forth in Section 3.3 of Title 29, Code of Federal Regulations.  The payrolls and basic payroll records of the Contractor and each subcontractor covering all laborers and mechanics employed upon the work covered by this Contract shall be maintained during the course of the work and preserved for a period of 3 years thereafter.  Such payrolls and basic payroll records shall contain the name and address of each such employee, his correct classification, rate of pay (including rates of contributions or costs anticipated of the types described in Section 1(b)(2) of the Davis-Bacon Act), daily and weekly number of hours worked, deductions made, and actual wages paid.  In addition, whenever the Secretary of Labor has found under Section 5.5(a)(1)(iv) of Title 29, Code of Federal Regulations that the wages of any laborer or mechanic include the amount of any costs reasonably anticipated in providing benefits under a plan or program described in Section 1(b)(2)(B) of the Davis-Bacon Act, the Contractor or subcontractor shall maintain records which show that the commitment to provide such benefits is enforceable, that the plan or program is financially responsible, and that the plan or program has been communicated in writing to the laborers or mechanics affected, and records which show the costs anticipated or the actual costs incurred in providing such benefits.  The Contractor and each subcontractor shall make his employment records with respect to persons employed by him upon the work covered by this Contract available for inspection by authorized representatives of the Department of Commerce and Community Affairs, the Local Public Agency or Public Body, and the United States Department of Labor. Such representatives shall be permitted to interview employees of the Contractor or of any subcontractor during working hours on the job.

o.
Specific Coverage of Certain Types of Work by Employees

The transporting of materials and supplies to or from the site of the Project or Program to which this Contract pertains by the employees of the Contractor or any subcontractor, and the manufacturing or furnishing of materials, articles, supplies, or equipment on the site of the Project or Program to which this Contract pertains by persons employed by the Contractor or by any subcontractor, shall for the purposes of this Contract, and without limiting the generality of the foregoing provisions of this Contract, be deemed to be work to which these Federal Labor Standards Provisions are applicable.


p.
Ineligible Subcontractors

The Contractor shall not subcontract any part of the work covered by this Contract or permit subcontracted work to be further subcontracted without the Local Public Agency's or Public Body's prior written approval of the subcontractor.  The Local Public Agency or Public Body will not approve any subcontractor for work covered by this Contract who is at the time ineligible under the provisions of any applicable regulations issued by the Secretary of Labor, United States Department of Labor or the Secretary of Housing and Urban Development, to receive an award of such subcontract.


q.
Provisions to be Included in Certain Subcontracts

The Contractor shall include or cause to be included in each subcontract covering any of the work covered by this Contract, provisions which are consistent with these Federal Labor Standards Provisions and also a clause requiring the subcontractors to include such provisions in any lower tier subcontracts which they may enter into, together with a clause requiring such insertion in any further subcontracts that may, in turn, be made.

r.
Breach of Foregoing Federal Labor Standards Provisions

In addition to the causes for termination of this Contract as herein elsewhere set forth, the Local Public Agency or Public Body reserves the right to terminate this Contract if the Contractor or any subcontractor whose subcontract covers any of the work covered by this Contract shall breach any of these Federal Labor Standards Provisions.  A breach of these Federal Labor Standards may also be grounds for debarment as provided by the applicable regulations issued by the Secretary of Labor, United States Department of Labor.

SECRETARY'S CERTIFICATE

OF

BOARD OF DIRECTORS RESOLUTIONS

AND

CONSENT OF SHAREHOLDERS


I, ________________, do hereby certify that I am the Secretary of                        , Inc. ("Corporation"), a corporation duly organized and existing under and by virtue of the laws of the State of Illinois and am keeper of the records and seal thereof; that the following is a true, correct and compared copy of the resolutions duly adopted by the unanimous consent of all of the members of the Board of Directors of said Corporation on________________,           , and that said resolutions are still in full force and effect.


RESOLVED, that                           be and hereby is authorized and empowered (either alone or in conjunction with any one or more of the other officers of the Corporation) to take, from time to time, all or any part of the following action on or in behalf of the Corporation:  (1) to execute and deliver to the                                        (unit of government) (i) a Loan Agreement ("Loan Agreement") providing for Borrowings by the Corporation from the                          ; (unit of government) (ii) a Promissory Note ("Note") evidencing the Corporation's indebtedness under the Loan Agreement, in the original principal amount of $        ,         .     ; and (iii) all other agreements, documents and instruments, including, but not limited to, security agreements, mortgages and financing statements, executed in connection with the Loan Agreement (collectively, the "Other Agreements"); said Loan Agreement, Note and Other Agreements to be substantially in the form of those presented to the Board of Directors of the Corporation, with such additional, modified or revised terms as may be acceptable to                          , as conclusively evidenced by his execution thereof; and (2) to carry out, modify, amend or terminate any arrangements or agreements at any time existing between the Corporation and the Lender.


FURTHER RESOLVED, that any arrangements, agreement, security agreement, or other instrument or document executed pursuant to these resolutions, by____________________________ or any other officer of the Corporation, or by an employee of the Corporation acting pursuant to delegation of authority, may be attested by such person under the corporate seal of the Corporation and may contain such terms and provisions as such person shall, in his sole discretion, determine.


FURTHER RESOLVED, that all acts and deeds heretofore done by any director, officer or officers of the Corporation for and on behalf of the Corporation in entering into, executing, acknowledging or attesting any arrangements, security agreements, agreements, instruments or documents, or in carrying out the terms and intentions of these resolutions, are hereby ratified, approved and confirmed.

I DO FURTHER CERTIFY, that the following named persons are the ________________, _____________________ and _____________________ of the Corporation, duly elected, qualified and acting as such; that the signatures appearing opposite the names of such officers are authentic and genuine and are, in fact, the signatures of such officers:

         Title:                          

Name:                                          Signature:     
_______________________   ___________________________   ____________________________

_______________________   ___________________________   ____________________________

_______________________   ___________________________   ____________________________


I DO FURTHER CERTIFY, that the Corporation's By-Laws, attached hereto as Exhibit A and incorporated herein by this reference thereto, are true, accurate and complete as of the date hereof.


I DO FURTHER CERTIFY, that the transactions contemplated by these resolutions have been authorized by the unanimous consent of the stockholders of the Corporation, which authorization is still in full force and effect.


IN WITNESS WHEREOF, I have hereunto set my hand and affixed the Seal of the Corporation at                           , Illinois this ________ day of                 ,          .

	
	
	
	

	
	
	
	(Name)

	
	
	
	 Its:
	 Secretary
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and
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Attached.
SECRETARY'S CERTIFICATE

OF

BOARD OF DIRECTORS RESOLUTIONS

AND

CONSENT OF SHAREHOLDERS

(Corporate Guaranty)


I, ______________________, do hereby certify that I am the Secretary of ________________________________ ("Corporation"), a corporation duly organized and existing under and by virtue of the laws of the State of                           and am keeper of the records and seal thereof; that the following is a true, correct and compared copy of the resolutions duly adopted by the unanimous consent of all of the members of the Board of Directors of said Corporation on _______________,           , and that said resolutions are still in full force and effect.


RESOLVED, that                                be and hereby is authorized and empowered (either alone or in conjunction with any one or more of the other officers of the Corporation) to take, from time to time, all or any part of the following action on or in behalf of the Corporation:  (1) to execute and deliver to the                            (unit of government) a Guaranty providing for Borrowings by                            from                      ; (unit of government) in the original principal amount of $        ,        . Said Guaranty to be substantially in the form of those presented to the Board of Directors of the Corporation,  with such  additional,  modified or revised terms  as may be acceptable to     


         
, as conclusively evidenced by his execution thereof; and (2) to carry out, modify, amend or terminate any arrangements or agreements at any time existing between the Corporation and the Lender.


FURTHER RESOLVED, that any Guaranty executed pursuant to these resolutions, by 





or any other officer of the Corporation, or by an employee of the Corporation acting pursuant to delegation of authority, may be attested by such person under the corporate seal of the Corporation and may contain such terms and provisions as such person shall, in his sole discretion, determine.


FURTHER RESOLVED, that all acts and deeds heretofore done by any director, officer or officers of the Corporation for and on behalf of the Corporation in entering into, executing, acknowledging or attesting any Guaranty or in carrying out the terms and intentions of these resolutions, are hereby ratified, approved and confirmed.

I DO FURTHER CERTIFY, that the following named persons are the ________________, __________ and ___________ of the Corporation, duly elected, qualified and acting as such; that the signatures appearing opposite the names of such officers are authentic and genuine and are, in fact, the signatures of such officers:

          Title:                       

          Name:                                       Signature:     
____________________                                                               ____________________________

____________________                                                               ____________________________

____________________                                                               ____________________________


I DO FURTHER CERTIFY, that the Corporation's By-Laws, attached hereto as Exhibit A and incorporated herein by this reference thereto, are true, accurate and complete as of the date hereof.


I DO FURTHER CERTIFY, that the transactions contemplated by these resolutions have been authorized by the unanimous consent of the stockholders of the Corporation, which authorization is still in full force and effect.


IN WITNESS WHEREOF, I have hereunto set my hand and affixed the Seal of the Corporation at _____________________________________________, Illinois this            day of                ,         .

	
	
	
	

	
	
	
	(Name)

	
	
	
	 Its:
	 Secretary


AFFIX CORPORATE SEAL
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Secretary's Certificate
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Board of Directors' Resolutions

and
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By-Laws



Attached.
CONTINUING GUARANTY
(Corporate)

To:                                                  
               (unit of government)


(1)  For valuable consideration, the undersigned intending to be legally bound (hereinafter called Guarantor) unconditionally guarantees and promises to pay to the _________________________ (unit of government) ("Lender"), on order, or demand, in lawful money of the United States, any and all indebtedness of                          , Inc. ("Borrower") to Lender under a Loan Agreement dated as of               ,      between Borrower and Lender.  The word "indebtedness" as used herein means all principal, interest, fees, expenses, costs or indemnities which Borrower owes Lender pursuant to the Loan Agreement, whether recovery upon such indebtedness may be, or hereafter become, otherwise unenforceable.

(2)  This is a continuing guaranty relating to any indebtedness, including that arising under successive transactions which shall either continue the indebtedness or from time to time renew it after it has been satisfied.


(3)  Guarantor authorizes Lender, without notice or demand and without affecting its liability hereunder, from time to time to (a) renew, compromise, extend, accelerate or otherwise change the time for payment of, or otherwise change the terms of the indebtedness or any part thereof, including increase or decrease of the rate of interest thereon; (b) take and hold security for the payment of this guaranty or the indebtedness guaranteed, and exchange, enforce, waive and release any such security; (c) apply such security and direct the order or manner of sale thereof as Lender in its discretion may determine; (d) settle, release, compromise, collect or otherwise liquidate the indebtedness; and (e) release or substitute any one or more endorsers or guarantors.  Lender may without notice assign this guaranty in whole or in part.


(4)  Guarantor waives any right to require Lender to (a) proceed against Borrower; (b) proceed against or exhaust any security held from Borrower; or (c) pursue any other remedy in Lender's power whatsoever.  Guarantor waives any defense arising by reason of any disability or other defense of Borrower or by reason of the cessation from any cause whatsoever of the liability of Borrower.  Until all indebtedness of Borrower to Lender shall have been paid in full, Guarantor shall have no right of subrogation, and waives any right to enforce any remedy which Lender now has or may hereafter have against Borrower, and waives any benefit of, and any right to participate in any security now or hereafter held by Lender.  Guarantor waives all presentments, demands for performance, notices of nonperformance, protests, notices of protest, notices of dishonor, and notices of acceptance of this guaranty and of the existence, creation, or incurring of new or additional indebtedness.


(5)  This guaranty shall be continuing and shall not be discharged, impaired or affected by (a) the power or authority or lack thereof of Borrower to incur the indebtedness; (b) the validity or invalidity of the documents evidencing the indebtedness or securing the same; (c) any defenses whatsoever that Borrower may or might have to the payment of the indebtedness or to the performance of the other obligations described in the documents evidencing the indebtedness; or (d) any right of offset, counterclaim or defense (other than payment in full of the indebtedness and the performance of all the obligations in accordance with the terms of the documents evidencing the indebtedness) that Guarantor may or might have to its undertakings, liabilities and obligations hereunder, each and every such defense being hereby waived by Guarantor.


(6)  Any indebtedness of Borrower now or hereafter held by Guarantor is hereby subordinated to the indebtedness of Borrower to Lender; and such indebtedness of Borrower to Guarantor if Lender so requests shall be collected, enforced and received by Guarantor as trustees for Lender and be paid over to Lender on account of the indebtedness of Borrower to Lender but without reducing or affecting in any manner the liability of Guarantor under the other provisions of this guaranty.


(7)  Guarantor agrees to pay all reasonable attorney's fees and all other costs and expenses which may be incurred by Lender in the enforcement of this guaranty.


(8)  No delay on the part of Lender in the exercise of any right or remedy shall operate as a waiver thereof and no single exercise of any right of Lender's as provided herein shall be deemed to exhaust the right.  Failure by Lender to declare a default shall not constitute waiver thereof or of any subsequent default.


(9)  This guaranty shall be construed in accordance with and governed by the law of the State of Illinois.  Guarantor agrees that the state or federal courts in Illinois shall have jurisdiction to hear and determine any claims or disputes pertaining to this guaranty or to any matter arising therefrom.


Executed this _____ day of                 ,         .

Witnessed:

	
	
	
	
	 Company

	(Name)
	
	
	
	
	
	

	
	
	
	
	
	 By:
	

	
	
	
	
	
	
	(Name)

	
	
	
	
	
	
	 Its:
	 President

	
	
	
	
	
	
	
	

	
	
	
	
	
	 Address of Guarantor:

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


CONTINUING GUARANTY
(Personal)

To:  
               




              (unit of government)


(1)  For valuable consideration, the undersigned intending to be legally bound (hereinafter called Guarantor) unconditionally guarantees and promises to pay to the __________________________(unit of government) ("Lender"), on order, or demand, in lawful money of the United States, any and all indebtedness of                          , Inc. ("Borrower") to Lender under a Loan Agreement dated as of           ,       between Borrower and Lender.  The word "indebtedness" as used herein means all principal, interest, fees, expenses, costs or indemnities which Borrower owes Lender pursuant to the Loan Agreement, whether recovery upon such indebtedness may be, or hereafter become, otherwise unenforceable.

(2)  This is a continuing guaranty relating to any indebtedness, including that arising under successive transactions which shall either continue the indebtedness or from time to time renew it after it has been satisfied.


(3)  Guarantor authorizes Lender, without notice or demand and without affecting its liability hereunder, from time to time to (a) renew, compromise, extend, accelerate or otherwise change the time for payment of, or otherwise change the terms of the indebtedness or any part thereof, including increase or decrease of the rate of interest thereon; (b) take and hold security for the payment of this guaranty or the indebtedness guaranteed, and exchange, enforce, waive and release any such security; (c) apply such security and direct the order or manner of sale thereof as Lender in its discretion may determine; (d) settle, release, compromise, collect or otherwise liquidate the indebtedness; and (e) release or substitute any one or more endorsers or guarantors.  Lender may without notice assign this guaranty in whole or in part.


(4)  Guarantor waives any right to require Lender to (a) proceed against Borrower; (b) proceed against or exhaust any security held from Borrower; or (c) pursue any other remedy in Lender's power whatsoever.  Guarantor waives any defense arising by reason of any disability or other defense of Borrower or by reason of the cessation from any cause whatsoever of the liability of Borrower.  Until all indebtedness of Borrower to Lender shall have been paid in full, Guarantor shall have no right of subrogation, and waives any right to enforce any remedy which Lender now has or may hereafter have against Borrower, and waives any benefit of, and any right to participate in any security now or hereafter held by Lender.  Guarantor waives all presentments, demands for performance, notices of nonperformance, protests, notices of protest, notices of dishonor, and notices of acceptance of this guaranty and of the existence, creation, or incurring of new or additional indebtedness.


(5)  This guaranty shall be continuing and shall not be discharged, impaired or affected by (a) the power or authority or lack thereof of Borrower to incur the indebtedness; (b) the validity or invalidity of the documents evidencing the indebtedness or securing the same; (c) any defenses whatsoever that Borrower may or might have to the payment of the indebtedness or to the performance of the other obligations described in the documents evidencing the indebtedness; or (d) any right of offset, counterclaim or defense (other than payment in full of the indebtedness and the performance of all the obligations in accordance with the terms of the documents evidencing the indebtedness) that Guarantor may or might have to its undertakings, liabilities and obligations hereunder, each and every such defense being hereby waived by Guarantor.


(6)  Any indebtedness of Borrower now or hereafter held by Guarantor is hereby subordinated to the indebtedness of Borrower to Lender; and such indebtedness of Borrower to Guarantor if Lender so requests shall be collected, enforced and received by Guarantor as trustees for Lender and be paid over to Lender on account of the indebtedness of Borrower to Lender but without reducing or affecting in any manner the liability of Guarantor under the other provisions of this guaranty.


(7)  Guarantor agrees to pay all reasonable attorney's fees and all other costs and expenses which may be incurred by Lender in the enforcement of this guaranty.


(8)  No delay on the part of Lender in the exercise of any right or remedy shall operate as a waiver thereof and no single exercise of any right of Lender's as provided herein shall be deemed to exhaust the right.  Failure by Lender to declare a default shall not constitute waiver thereof or of any subsequent default.


(9)  This guaranty shall be construed in accordance with and governed by the law of the State of Illinois.  Guarantor agrees that the state or federal courts in Illinois shall have jurisdiction to hear and determine any claims or disputes pertaining to this guaranty or to any matter arising therefrom.


Executed this _____ day of                ,         .

Witnessed:

	
	
	
	
	By:
	

	(Name)
	
	
	
	
	(Name)

	
	
	
	
	
	
	
	

	
	
	
	
	
	 Address of Guarantor:

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


CONTINUING GUARANTY
(Plural Guarantees)

To: 
           
 

                 (unit of government)                               


(1)  For valuable consideration, the undersigned (hereinafter called Guarantors) intending to be legally bound  unconditionally guarantee and promise to pay to the ___________________________________ (unit of government) ("Lender"), on order, or demand, in lawful money of the United States, any and all indebtedness of                       , Inc. ("Borrower") to Lender under a Loan Agreement dated as of              ,     between Borrower and Lender.  The word "indebtedness" as used herein means all principal, interest, fees, expenses, costs or indemnities which Borrower owes Lender pursuant to the Loan Agreement, whether recovery upon such indebtedness may be, or hereafter become, otherwise unenforceable.


(2)  This is a continuing guaranty relating to any indebtedness, including that arising under successive transactions which shall either continue the indebtedness or from time to time renew it after it has been satisfied.


(3)  Guarantors authorize Lender, without notice or demand and without affecting its liability hereunder, from time to time to (a) renew, compromise, extend, accelerate or otherwise change the time for payment of, or otherwise change the terms of the indebtedness or any part thereof, including increase or decrease of the rate of interest thereon; (b) take and hold security for the payment of this guaranty or the indebtedness guaranteed, and exchange, enforce, waive and release any such security; (c) apply such security and direct the order or manner of sale thereof as Lender in its discretion may determine; (d) settle, release, compromise, collect or otherwise liquidate the indebtedness; and (e) release or substitute any one or more endorsers or guarantors.  Lender may without notice assign this guaranty in whole or in part.


(4)  Guarantors waive any right to require Lender to (a) proceed against Borrower; (b) proceed against or exhaust any security held from Borrower; or (c) pursue any other remedy in Lender's power whatsoever.  Guarantors waive any defense arising by reason of any disability or other defense of Borrower or by reason of the cessation from any cause whatsoever of the liability of Borrower.  Until all indebtedness of Borrower to Lender shall have been paid in full, Guarantors shall have no right of subrogation, and waive any right to enforce any remedy which Lender now has or may hereafter have against Borrower, and waive any benefit of, and any right to participate in any security now or hereafter held by Lender.  Guarantors waive all presentments, demands for performance, notices of nonperformance, protests, notices of protest, notices of dishonor, and notices of acceptance of this guaranty and of the existence, creation, or incurring of new or additional indebtedness.


(5)  This guaranty shall be continuing and shall not be discharged, impaired or affected by (a) the power or authority or lack thereof of Borrower to incur the indebtedness; (b) the validity or invalidity of the documents evidencing the indebtedness or securing the same; (c) any defenses whatsoever that Borrower may or might have to the payment of the indebtedness or to the performance of the other obligations described in the documents evidencing the indebtedness; or (d) any right of offset, counterclaim or defense (other than payment in full of the indebtedness and the performance of all the obligations in accordance with the terms of the documents evidencing the indebtedness) that Guarantors may or might have to its undertakings, liabilities and obligations hereunder, each and every such defense being hereby waived by Guarantors.



(6)  Any indebtedness of Borrower now or hereafter held by Guarantors are hereby subordinated to the indebtedness of Borrower to Lender; and such indebtedness of Borrower to Guarantors if Lender so requests shall be collected, enforced and received by Guarantors as trustees for Lender and be paid over to Lender on account of the indebtedness of Borrower to Lender but without reducing or affecting in any manner the liability of Guarantors under the other provisions of this guaranty.


(7)  Guarantors agree to pay all reasonable attorney's fees and all other costs and expenses which may be incurred by Lender in the enforcement of this guaranty.


(8)  No delay on the part of Lender in the exercise of any right or remedy shall operate as a waiver thereof and no single exercise of any right of Lender's as provided herein shall be deemed to exhaust the right.  Failure by Lender to declare a default shall not constitute waiver thereof or of any subsequent default.


(9)  This guaranty shall be construed in accordance with and governed by the law of the State of Illinois.  Guarantors agree that the state or federal courts in Illinois shall have jurisdiction to hear and determine any claims or disputes pertaining to this guaranty or to any matter arising therefrom.


Executed this           day of                ,          .

Witnessed:

	
	
	
	
	By:
	

	(Name)
	
	
	
	
	(Name)

	
	
	
	
	
	
	
	

	
	
	
	
	By:
	

	(Name)
	
	
	
	
	(Name)

	
	
	
	
	
	
	
	

	
	
	
	
	
	 Address of Guarantors:

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


SECURITY AGREEMENT


This Security Agreement between the                                                 ("Lender")  and                     , Inc. an Illinois corporation ("Borrower") is dated as of         ,            .

Lender and Borrower have entered into a Loan Agreement dated as of        ,        .

("Loan Agreement").  Each capitalized term used herein shall have the meaning assigned in the Loan Agreement unless otherwise defined herein.


(1)  To secure the Loan (as defined in the Loan Agreement) and all of the Borrower's other payment and performance obligations under the Loan Agreement, Borrower hereby grants to Lender a continuing security interest in and to all of the property and interests in property of Borrower identified below by a marking in the space applicable thereto, whether such property is now owned or existing or hereafter acquired or arising and wheresoever located (hereinafter termed the "Collateral"):


        
(i)
All accounts, contract rights, chattel paper, instruments and 


documents;

   
(ii)
All equipment and fixtures, including without limitations, furniture, machinery, vehicles and trade fixtures, together with any and all accessories, parts and appurtenances thereto, substitutions therefor and replacements thereof.


(iii) 
All causes in action, causes of action and all other intangible personal property of every kind and nature including, without limitation, corporate or other business records, deposit accounts, inventions, designs, patents, patent applications, trademarks, trade names, trade secrets, goodwill, copyrights, registrations, licenses, franchises, tax refund claims and any letters of credit, guarantee claims, security interests or other security held by or granted to Borrower;


(iv)
All inventory, goods, merchandise and other personal property, including without limitation, goods in transit, wheresoever located, which are or may at any time be held for sale or lease, furnished under any contract of service or held as raw materials, work in process, supplies or materials used or consumed in Borrower's business;
  X 

(v)
All insurance proceeds relating to any of the foregoing;
  X 

(vi)
All books and records relating to any of the foregoing; and
  X 

(vii)
All accessions and additions to, substitutions for, and replacements, products and proceeds of any of the foregoing.

(2)  Borrower shall make appropriate entries on its financial statements and books and records disclosing Lender's security interest in the Collateral.


(3)  At Lender's request, Borrower shall execute and/or deliver to Lender, at any time or times hereafter, all Security Documents that Lender may reasonably request, in form and substance acceptable to Lender, and pay the costs of any recording or filing of the same.  Upon the occurrence of a Default, Borrower hereby irrevocably makes, constitutes and appoints Lender (and all Persons designated by Lender for that purpose) as Borrower's true and lawful attorney (and agent-in-fact) to sign the name of Borrower on any of the Security Documents and to deliver any of the Security Documents to such Persons as Lender, in its sole discretion, may elect.  Borrower agrees that a carbon, photographic, photostatic, or other reproduction of this Security Agreement or of a financing statement is sufficient as a financing statement.


(4)  Lender (by any of its officers, employees and/or agents) shall have the right, at any time or times during Borrower's usual business hours, without prior notice, to inspect the Collateral, all records related thereto (and to make extracts from such records) and the premises upon which any of the Collateral is located, to discuss Borrower's affairs and finances with any Person and to verify the amount, quality, quantity, value and condition of, or any other matter relating to, the Collateral.


(5)  Borrower's chief executive office, principal place of business and all other offices and locations of the Collateral and books and records related thereto (including, without limitation, computer programs, printouts and other computer materials and records concerning the Collateral) are set forth on Exhibit A attached hereto and made a part hereof.  Borrower shall not remove its books and records or the Collateral from any such locations (except for removal of Inventory upon its sale) and shall not open any new offices or relocate any of its books and records or the Collateral except within the continental United States of America with at least thirty (30) days prior written notice thereof to Lender.


(6)  Borrower shall at all times keep the Collateral in good repair.


(7)  Borrower shall not sell or dispose of any Collateral except for sales of inventory in the ordinary course of its business.


(8)  Borrower has not, during the preceding five years, been known as or used any other corporate or fictitious name.  Borrower will not in the future change its name or use any other corporate or fictitious name without providing at least thirty (30) days prior written notice thereof to Lender.


(9)  Upon and after the occurrence of a Default, Lender shall have the following rights and remedies:


(i)  All of the rights and remedies of a secured party under the Uniform Commercial Code or other applicable law, all of which rights and remedies shall be cumulative, and none exclusive, to the extent permitted by law, in addition to any other rights and remedies contained in the Loan Agreement or in this Security Agreement;


(ii)  The right to (a) enter upon the premises of Borrower or any other place or places where the Collateral is located and kept, without any obligations to pay rent to Borrower, through self-help and without judicial process or first obtaining a final judgment or giving Borrower notice and opportunity for a hearing on the validity of Lender's claim, and remove the Collateral from such premises and places to the premises of Lender or any agent of Lender, for such time as Lender may require to collect or liquidate the Collateral, and/or (b) require Borrower to deliver the Collateral to Lender at a place to be designated by Lender;

(iii)  The right to (a) notify account debtors that accounts receivable have been assigned to Lender and that Lender has a security interest therein and b) direct such account debtors to make all payments due from them to Borrower upon the accounts receivable directly to Lender or to a lock box designated by Lender. Lender shall promptly furnish Borrower with a copy of any such notice, in Lender's sole discretion, may be sent on Borrower's stationery, in which event, Borrower shall cosign such notice with Lender.


(iv)  The right to sell or to otherwise dispose of all or any Collateral in its
then condition, or after any further manufacturing or processing thereof, at public or private sale or sales, with such notice as provided in Section (10) below, in lots or in bulk, for cash or any credit, all as Lender, in its sole discretion, may deem advisable.  At any such sale or sales of the Collateral, the Collateral need not be in view of those present and attending the sale,  nor at the same location at which the sale is being conducted.  Lender shall 
have the right to conduct such sales on Borrower's premises or elsewhere and shall have the right to use Borrower's premises without charge for such sales for such time or times as Lender may see fit.  Lender is hereby granted a license or other right to use, without charge, Borrower's labels, patents, copyrights, rights of use of any name, trade secrets, trade names, trademarks and advertising matter, or any property of a similar advertising matter, or any property of a similar nature, as it pertains to the Collateral, in advertising for sale and selling any Collateral and Borrower's rights under all licenses and all franchise agreements shall inure to Lender's benefit. Lender may purchase all or any part of the Collateral at public or, if permitted by law, private sale and, in lieu of actual payment of such purchase price, may setoff  the amount of such price against the Loan.


(10)  Any notice required to be given by Lender of a sale, lease, other disposition of the Collateral or any other intended action by Lender, which is deposited in the United States mail, registered mail, return receipt requested, duly addressed to Borrower, at the address set forth in the Loan Agreement, ten (10) days prior to such proposed action, shall constitute commercially reasonable and fair notice thereof to Borrower.


IN WITNESS WHEREOF,  Borrower and Lender have caused this Security Agreement to be executed as of the day and year first above written.
Attested to:
                             

	 (Lender)                             
	
	
	 (Company)                                    

	
	
	
	
	
	
	
	

	By:
	
	
	
	 By:
	

	
	(Name)
	
	
	
	(Name)

	
	 Its:
	 Chief Elected Official
	
	
	
	 Its:
	 President


Exhibit A

to

Security Agreement

between

(unit of government)

and

     


              Inc.

Locations of Collateral:
SUBORDINATION AGREEMENT

    This Subordination Agreement ("Agreement") entered into by and between the undersigned, ______________ (each officer holding a note against the company), and _________________________ ("Lender").
         (unit of government)
W I T N E S S E T H:


WHEREAS, the undersigned is financially interested in                         , an Illinois Corporation ("Borrower"), in that Borrower is now or may in the future be indebted to the undersigned; and

WHEREAS, Borrower is or will be indebted to Lender pursuant to that certain Loan Agreement dated as of                ,           .  ("Loan Agreement") between Borrower and Lender; and


WHEREAS, the undersigned acknowledges that the loan to the Borrower by Lender is of value to the undersigned;


NOW, THEREFORE, for good and valuable consideration, receipt of which is hereby acknowledged by the undersigned, and in order to induce Lender to make a loan and to better secure Lender in respect of the foregoing, the undersigned hereby agrees with Lender as hereinafter set forth.


1.  Standby; Subordination; Subrogation.  The "Subordinated Debt" (as defined below) is hereby subordinated to the "Senior Debt" (as defined below) and, except as set forth in Section 2 below, the undersigned will not ask, demand, sue for, take or receive from the Borrower, buy setoff or in any other manner, the whole or any part of any monies which may now or hereafter be owing by the Borrower to the undersigned (all such indebtedness, obligations and liabilities being hereinafter referred to as the "Subordinated Debt"), nor any security for any of the foregoing, unless and until all obligations, liabilities, and indebtedness of the Borrower to Lender under the Loan Agreement shall have been fully paid and satisfied with interest (all such obligations, indebtedness and liabilities of the Borrower to Lender are hereinafter referred to as the "Senior Debt") and all financing arrangements between the Borrower and Lender have been terminated.  All liens and security interests of the undersigned, including, without limitation, all mortgages and deeds of trust executed by Borrower in favor of the undersigned, whether now or hereafter arising and howsoever existing, in any assets of the Borrower or any assets securing the Senior Debt shall be and hereby are subordinated to the rights and interest of Lender in those assets; the undersigned shall have no right to possession of any such assets or to foreclose upon any such assets, whether by judicial action or otherwise, unless and until all of the Senior Debt shall have been fully paid and satisfied and all financing arrangements between the Borrower and Lender have been terminated.


2.  Permitted Payments.  Notwithstanding the provisions of Section 1 of this Agreement, until Lender gives the undersigned notice of the occurrence of a "Default" (as defined in the Loan Agreement), Borrower may reimburse actual business expenses advanced on behalf of Borrower and Borrower may pay to the undersigned, and the undersigned may accept from Borrower, payments as provided in Section 5.9 of the Loan Agreement and payments of principal and interest, when due, on an unaccelerated basis without prepayment, pursuant to the Agreement ("Permitted Payments"), it being understood and agreed by the undersigned that the Agreement may not be modified or amended without Lender's prior written consent.  The undersigned, prior to the payment in full of the Senior Debt and the termination of all financing arrangements between Borrower and Lender, shall have no right to enforce payment of any Permitted Payment, or to otherwise take any action against Borrower or Borrower's property without Lender's prior written consent.


3.  Subordinated Debt Owed Only to the Undersigned.  The undersigned warrants and represents that the undersigned has not assigned and will not assign any interest in the Subordinated Debt or any security interest in connection therewith.


4.  Lender's Priority; Grant of Authority to Lender.  In the event of any distribution, division, or application, partial or complete, voluntary or involuntary, by operation of law or otherwise, of all or any part of the assets of the Borrower or the proceeds thereof to the creditors of Borrower, Lender shall be entitled to receive payment in full of any and all of the Senior Debt prior to the payment of all or any part of the Subordinated Debt.  Any payment or distribution of any kind or character, whether in cash, securities or other property, which shall be payable or deliverable upon or with respect to any or all of the Subordinated Debt shall be paid or delivered directly to Lender for application to or on any of the Senior Debt.


5.  Instrument Legend.  Any instrument evidencing any of the Subordinated Debt (including, without limitation, any promissory note), or any portion thereof, will, on the date hereof or thereof or promptly hereafter or thereafter, as applicable,  be inscribed with a legend conspicuously indicating that payment thereof is subordinated to the claims of Lender pursuant to the terms of this Agreement.


6.  Reimbursement for Expenses and Borrowings from Borrower; Assignment of Claims.  Except as permitted in Section 2 hereof, the undersigned agrees that until the Senior Debt has been paid in full and satisfied and all financing agreements between Borrower and Lender have been terminated, the undersigned will not, directly or indirectly, accept or receive the benefit of any remuneration or reimbursement for expenses from or on behalf of the Borrower (other than reasonable compensation for services as an employee of Borrower and reimbursement for reasonable expenses incurred by the undersigned on behalf of Borrower in the ordinary course of duty as an employee of Borrower) and will not assign or transfer to others any claim the undersigned has or may have against the Borrower, unless such assignment or transfer is made expressly subject to this Agreement.


7.  Continuing Nature of Subordination.  This Agreement shall be effective and may not be terminated or otherwise revoked by the undersigned until the Senior Debt shall have been fully discharged and all financing arrangements between the Borrower and Lender have been terminated.


8.  Additional Agreements Between Lender and Borrower.  Lender, at any time and from time to time, may enter into such agreement or agreements with the Borrower as Lender may deem proper, extending the time of payment of or renewing  or otherwise altering the terms of all or any of the Senior Debt or affecting the security underlying any or all of the Senior Debt, and may exchange, sell, release, surrender or otherwise deal with any such security, without in any way thereby impairing or affecting this Agreement.


9.  Undersigned's Waivers.  All of the Senior Debt shall be deemed to have been made or incurred in reliance upon this Agreement.  The undersigned expressly waives all notices of the acceptance by Lender of the subordination and other provisions of this Agreement and all other notices not specifically required pursuant to the terms of this Agreement whatsoever, and the undersigned expressly waives reliance by Lender upon the subordination and other agreements as herein provided.  Lender shall be entitled to manage and supervise its loans to the Borrower in accordance with applicable law and its usual practices, modified from time to time as it deems appropriate under the circumstances, without regard to the existence of any rights that the undersigned may now or hereafter have in or to any of the assets of the Borrower.


10.  Governing Law.  This Agreement shall be construed in accordance with and governed by   the law of the State of Illinois.


IN WITNESS WHEREOF, this instrument has been signed and sealed this          day of               ,          .

	By:
	
	
	

	
	(Name)
	
	

	
	
	
	
	

	By:
	
	
	

	
	(Name)
	
	

	
	
	
	
	

	By:
	
	
	

	
	(Name)
	
	

	
	
	
	
	

	
	
	
	
	

	 Acknowledged and Accepted:
	
	

	
	
	
	
	

	 (Lender)
	
	

	
	
	
	
	

	By:
	
	
	

	
	(Name)
	
	

	
	 Its:
	 Chief Elected Official
	
	


BORROWER'S ACKNOWLEDGMENT
(Company) hereby accepts, and acknowledges receipt of a copy of, the foregoing Subordination Agreement and agrees that it will not pay any of the Subordinated Debt (as defined in the foregoing Agreement) or grant any security therefor, except as the foregoing Agreement provides.  In the event of a breach by the undersigned of any of the provisions herein or of the foregoing Agreement, all of the Senior Debt (as defined in the foregoing Agreement) shall, without presentment, demand, protest or notice of any kind, become immediately due and payable, unless Lender shall otherwise elect in writing.

	 (Company)
	
	

	
	
	
	
	

	By:
	
	
	

	
	(Name)
	
	

	
	 Its:
	 President
	
	


MORTGAGE


THIS MORTGAGE ("Mortgage") made as of the           day of                  ,          by ___________________________________, an Illinois corporation (hereinafter called "Mortgagor") to                                  (hereinafter called the "Mortgagee"):
W I T N E S S E T H:


WHEREAS, Mortgagor has executed and delivered to Mortgagee that certain Promissory Note, of even date herewith, in an aggregate original principal amount of _____________________ and no/100 dollars ($        ,        .     ) ("Note");

WHEREAS, as a condition to the extension of credit evidenced by the Note and the Loan Agreement, Mortgagee has required that Mortgagor enter into this Mortgage and grant to Mortgagee the liens and security interests referred to herein to secure the payment of the principal amount evidenced by the Note together with interest thereon and other payment and performance obligations related to this Mortgage  (the aforesaid            $    ,     .      of principal indebtedness, plus interest and other payment and performance obligations being hereinafter referred to collectively as the "Liabilities");


WHEREAS, the Liabilities secured hereby shall not exceed $      ,        .     in addition to all accrued interests and advances properly chargeable to Mortgagor;


NOW, THEREFORE, TO SECURE PAYMENT OF THE Liabilities and in consideration of One Dollar ($1.00) in hand paid, receipt whereof is hereby acknowledged, Mortgagor does hereby grant, remise, release, alien, convey, mortgage and warrant to Mortgagee, its successors and assigns, the following described real estate in                            County, Illinois:

See Exhibit A attached hereto and by this reference made a part 

hereof which real estate, together with the property described 

in the next succeeding paragraph is herein called the "premises",


TOGETHER WITH all right, title and interest, including the right of use or occupancy, which Mortgagor may now have or hereafter acquire in and to (a) any lands occupied by streets, alleys, or public places adjoining said premises or in such streets, alleys or public places; (b) all improvements, tenements, hereditaments, gas, oil, minerals, easements, fixtures and appurtenances, and all other rights and privileges thereunto belonging or appertaining; (c) all apparatus, machinery, equipment and appliances of Mortgagor used or useful for or in connection with the maintenance and operation of said real estate or intended for the use or convenience of tenants, other occupants, or patrons thereof; (d) all items of furniture, furnishings, equipment, and personal property used or useful in the operation of said real estate; and (e) all replacements and substitutions for the foregoing whether or not any of the foregoing is or shall be on or attached to said real estate.  It is mutually agreed, intended, and declared, that all of the aforesaid property owned by Mortgagor shall, so far as permitted by law, be deemed to form a part and parcel of said real estate and for the purpose of this Mortgage to be real estate and covered by this Mortgage.  It is also agreed that if any of the property herein mortgaged is of a nature so that a security interest therein can be perfected under the Uniform Commercial Code, this instrument shall constitute a Security Agreement and Mortgagor agrees to execute, deliver and file or refile any financing statement, continuation statement, or other instruments Mortgagee may require from time to time to perfect or renew such security interest under the Uniform Commercial Code.


As additional security for the Liabilities secured hereby, Mortgagor does hereby pledge and assign to Mortgagee from and after the date hereof (including any period of redemption), primarily and on a parity with said real estate, and not secondarily, all the rents, issues and profits of the premises, and all rents, issues, profits, revenues, royalties, bonuses, rights and benefits due, payable or accruing under any and all present and future leases, contracts or other agreements relative to the ownership or occupancy of all or any portion of the premises and does hereby transfer and assign to Mortgagee all such leases and agreements.  Mortgagor agrees to execute and deliver such assignments of leases or assignments of land purchase contracts as Mortgagee may from time to time request.  In the event of a default under the Loan Agreement, Mortgagor hereby appoints Mortgagee as its true and lawful attorney in fact to manage said property and collect the rents and other income, with full power to bring suit for collection of said rents and possession of said property, giving and granting unto said Mortgagee and unto its agent or attorney full power and authority to do and perform all and every act and thing whatsoever requisite and necessary to be done in the protection of the security hereby conveyed; provided, however, that this power of attorney and assignment of rents shall not be construed as an obligation upon said Mortgagee to make or cause to be made any repairs that may be needful or necessary.


Nothing herein contained shall be construed as constituting the Mortgagee a mortgagee-in-possession in the absence of the taking of actual possession of the premises by the Mortgagee.  In the exercise of the powers herein granted to the Mortgagee, no liability shall be asserted or enforced against the Mortgagee, all such liability being expressly waived and released by Mortgagor.


TO HAVE AND TO HOLD the premises, properties, rights and privileges hereby conveyed or assigned, or intended so to be, unto Mortgagee, its successors and assigns, forever for the uses and purposes herein set forth.  Mortgagor hereby releases and waives all rights under and by virtue of the Homestead Exemption Laws of the State of Illinois and Mortgagor hereby covenants that, at the time of the ensealing and delivery of these presents, Mortgagor is well seized of said real estate and premises in fee simple, and with full legal and equitable title to the mortgaged property, with good right, full power and lawful authority to sell, assign, convey and mortgage the same, and that it is free and clear of encumbrances, except as described on Exhibit B attached hereto and made a part hereof, and that Mortgagor will forever defend the same against all lawful claims.


1.  
Mortgagor agrees (a) not to abandon the premises; (b) to keep the premises in good, safe and insurable condition and repair and not to commit or suffer waste; (c) to refrain from impairing or diminishing the value of this Mortgage; and (d) neither to make nor to permit structural or other substantial alterations in the buildings or any substantial construction on the premises without the written consent of Mortgagee.


2.  
Mortgagor agrees to pay, not later than the due date and before any penalty or interest attaches, all general taxes and all special taxes, special assessments, water, drainage and sewer charges and all other charges, of any kind whatsoever, ordinary or extraordinary, which may be levied, assessed or imposed on or against the premises.


3.  
Mortgagor agrees that, if the United States or the State of Illinois or any of their subdivisions having jurisdiction shall levy, assess, or charge any tax, assessment or imposition upon this Mortgage or the credit or indebtedness secured hereby or the interest of Mortgagee in the premises or upon Mortgagee by reason of or as holder of any of the foregoing then, Mortgagor shall pay (or reimburse Mortgagee for) such taxes, assessments or impositions.


4.  
Mortgagor agrees to maintain in force at all times insurance coverage on the premises as required by the Loan Agreement.


5.  
Mortgagor agrees that it will comply with all restrictions affecting the premises and with all laws, ordinances, acts, rules, regulations and orders of any legislative, executive, administrative or judicial body, commission or officer (whether federal, state or local) exercising any power of regulations or supervision over Mortgagor, or any part of the premises, whether the same be directed to the repair thereof, manner of use thereof, structural alteration of buildings located thereon, or otherwise.


6.  
Mortgagor agrees that, if the United States Government or any department, agency or bureau thereof or the State of Illinois or any of its subdivisions shall at any time require documentary stamps to be affixed to the Mortgage, Mortgagor will, upon request, pay for such stamps in the required amount and deliver them to Mortgagee, and Mortgagor agrees to indemnify Mortgagee against liability on account of such documentary stamps, whether such liability arises before or after payment of the Liabilities and regardless whether this Mortgage shall have been released.


7.  
In the event Mortgagor fails to pay any real estate tax or required insurance premium related to the premises when due, Mortgagor agrees to thereafter, at Mortgagee's request, make monthly deposits in an interest-bearing account, which account shall be pledged to Mortgagee, at a bank or similar financial institution acceptable to Mortgagee, of an amount equal to the sum of 1/12th of the annual general real estate taxes levied on the premises and 1/12th of the annual premium required to maintain insurance in force on the premises in accordance with the provisions of this Mortgage.


8.  
If any building or other improvement now or hereafter erected on the premises shall be destroyed or damaged by fire or any other cause, whether insured or uninsured, Mortgagee shall have the right either to apply any insurance proceeds or other recovery related to said loss to a reduction of the Liabilities or to require Mortgagor to restore or rebuild such building or other improvement with materials and workmanship of as good quality as existed before such damage and destruction to substantially their former state, commencing the work of restoration or rebuilding as soon as possible and proceeding diligently with it until completion.  Plans and specifications for the restoration as herein required shall be submitted to Mortgagee prior to commencement of work and shall be subject to reasonable approval of Mortgagee.


9.  
Mortgagor agrees to indemnify Mortgagee from all loss, damage and expense, including reasonable attorneys' and paralegals' fees and expenses and the costs of any settlement or judgment, incurred in connection with any suit or proceeding in or to which Mortgagee may be made a party for the purpose of protecting the lien of this Mortgage and all such fees, expenses and costs shall be additional Liabilities secured hereby.


10. 
Mortgagor hereby assigns to Mortgagee, as additional security, all awards of damage resulting from condemnation proceedings or the taking of or injury to the premises for public use, and Mortgagor agrees that the proceeds of all such awards shall be paid to Mortgagee and may be applied by Mortgagee, at its option, after the payment of all its expenses in connection with such proceedings, including reasonable attorney's fees and expenses, to the reduction of the Liabilities hereby secured, and Mortgagee is hereby authorized, on behalf of and in the name of Mortgagor, to execute and deliver valid acquittance for and to appeal from any such award.


11. 
Mortgagor agrees that, from and after the occurrence of a default under this Mortgage, Mortgagee may, but need not, make any payment or perform any act herein before required of Mortgagor, in any form and manner deemed expedient after reasonable inquiry into the validity thereof.  All money paid for any of the purposes herein authorized and all other moneys advanced by Mortgagee to protect the premises and the lien hereof shall be additional Liabilities secured hereby and shall become immediately due and payable without notice and shall bear interest thereon at the interest rate described in the Note ("Interest Rate") until paid to Mortgagee in full.


12.
Mortgagee, or any person designated by Mortgagee in writing, shall have the right, from time to time hereafter, to call at the premises (or at any other place where information relating thereto is kept or located) during reasonable business hours and, without hindrance or delay, to make such inspection and verification of the premises, and the affairs, finances and business of Mortgagor in connection with the premises, as Mortgagee may consider reasonable under the circumstances, and to discuss the same with any agents or employees of Mortgagor.


13.    A default ("default") shall be deemed to have occurred under this Mortgage upon the occurrence of a "Default" under the Loan Agreement or upon Mortgagor's failure to observe or perform any covenant or agreement contained in this Mortgage.  If any such default shall have occurred, then, to the extent permitted by applicable law, the following provisions shall apply:



(a)    All sums secured hereby shall, at the option of Mortgagee, become immediately due and payable without presentment, demand or further notice.



(b)    It shall be lawful for Mortgagee to (i) immediately sell the premises either in whole or in separate parcels, as prescribed by Illinois law, under power of sale, which power is hereby granted to Mortgagee to the full extent permitted by Illinois law, and thereupon, to make and execute to any purchaser(s) thereof deeds of conveyance pursuant to applicable law or (ii) immediately foreclose this Mortgage by action.  The court in which any proceeding is pending for the purpose of foreclosure of this Mortgage may, at once or at any time thereafter, either before or after sale, without notice and without requiring bond, and without regard to the solvency or insolvency of any person liable for payment of the Liabilities secured hereby, and without regard to the then value of the premises or the occupancy thereof as a homestead, appoint a receiver (the provisions for the appointment of a receiver and assignment of rents being an express condition upon which the loan hereby secured is made) for the benefit of Mortgagee, with power to collect the rents, issues and profits of the premises, due and to become due, during such foreclosure suit and the full statutory period of redemption notwithstanding any redemption.  The receiver, out of such rents, issues and profits when collected, may pay all or any part of the Liabilities or other sums secured hereby or any deficiency decree entered in such foreclosure proceedings.



(c) 
Mortgagee shall, at its option, have the right, acting through its agents or attorneys, to enter upon and take possession of the premises, to collect or receive all the rents, issues and profits thereof and to manage and control the same, and to lease the same or any part thereof, from time to time, and, after deducting all reasonable attorneys' fees and expenses, and all reasonable expenses incurred in the protection, care, maintenance, management and operation of the premises, apply the remaining net income upon the Liabilities or other sums secured hereby or upon any deficiency decree entered in any foreclosure proceedings.


14.
In any foreclosure of this Mortgage by action, or any sale of the premises by advertisement, there shall be allowed (and included in the decree for sale in the event of a foreclosure by action), to be paid out of the rents or the proceeds of such foreclosure proceeding or sale:



(a)
all of the Liabilities and other sums secured hereby which then remain unpaid;



(b)
all other items advanced or paid by Mortgagee pursuant to this Mortgage with interest thereon at the Interest Rate from the date of 
advancement; and



(c)
all court costs, attorneys’ and paralegals' fees and expenses, appraisers' fees, advertising costs, notice expenses, expenditures for documentary and expert evidence, and costs of title insurance policies and similar data with respect to title which procuring all abstracts of title, title searches and examinations, title guarantees, Mortgagee may deem necessary.  All such expenses shall become additional Liabilities secured hereby and immediately due and payable, with interest thereon at the Interest Rate, when paid or incurred by Mortgagee in connection with any proceedings, to which Mortgagee shall be a party, by reason of this Mortgage or any indebtedness hereby secured or in connection with the preparations for the commencement of any suit for the foreclosure, whether or not actually commenced, or sale by advertisement.


15.  In the event of a foreclosure of this Mortgage the Liability then due the Mortgagee shall not be merged into any decree of foreclosure entered by the court, and Mortgagee may concurrently or subsequently seek to foreclose one or more mortgages which also secure said Liabilities.


16. Mortgagor agrees that, upon request of Mortgagee from time to time, it will execute, acknowledge and deliver all such additional instruments and further assurances of title and will do or cause to be done all such further acts and things as may reasonably be necessary to fully effectuate the intent of this Mortgage.


17.  All notices, demands, consents, requests, approvals, undertakings or other instruments required or permitted to be given in connection with this Mortgage shall be in writing and shall be sent by United States registered or certified mail addressed as follows:


         if to Mortgagor:


         if to Mortgagee:



     (unit of government)

Mortgagor or Mortgagee shall, from time to time, have the right to specify as the proper addressee and/or address for the purposes of this Mortgage any other address in the United States upon giving ten (10) days' written notice thereof.


18.  Mortgagor agrees that this Mortgage is to be construed and governed by the laws of the State of Illinois.  Wherever possible, each provision of this Mortgage shall be interpreted in such manner as to be effective and valid under applicable law, but if any provision of this Mortgage shall be prohibited by or invalid under applicable law, such provision shall be ineffective to the extent of such prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions of this Mortgage.


19.  Upon full payment of all sums secured hereby or upon application on the Liabilities of the proceeds of any sale of the premises in accordance with the provisions of this Mortgage, at the time and in the manner provided, this conveyance shall be null and void and, upon demand therefore following such payment, a satisfaction of Mortgage shall, in due course, be provided by Mortgagee to Mortgagor.


20. 
This Mortgage shall be binding upon the Mortgagor and upon the successors, assigns and  vendees of the Mortgagor and shall inure to the benefit of the Mortgagee's successors and assigns.


21.  Mortgagor represents that it has been authorized to, and Mortgagor does hereby, waive (to the full extent permitted under Illinois law) any and all statutory or equitable rights of redemption from sale by advertisement or sale under any order or decree of foreclosure of this Mortgage on behalf of Mortgagor and each and every person, except decree or judgment creditors of Mortgagor, acquiring any interest in or title to the premises subsequent to the date hereof.


22.  Mortgagor shall not permit any liens or security interests (including any mechanics' or materialmens' liens), other than those described on Exhibit B attached hereto and those in favor of Mortgagee or an affiliate of Mortgagee, to remain filed or attached to the premises for a period in excess of thirty (30) days without the written consent of Mortgagee, and Mortgagor shall not sell,  convey, refinance or otherwise dispose of all or any part of the premises without the prior written consent of Mortgagee.  If Mortgagor does sell, convey, refinance or otherwise dispose of all or any part of the premises without the prior written consent of Mortgagee, Mortgagee may elect, by notice in writing to Mortgagor, to declare all of the Liabilities, or any part thereof, and all other sums secured hereby to be and to become due and payable immediately upon the giving of such notice.


23.  This Mortgage is junior to the prior lien and security of Bank of  ________________securing indebtedness in the original principal amount not to exceed $     ,        ,         as evidenced by a mortgage dated                      ,                .


IN WITNESS WHEREOF, this instrument is executed as of the day and year first above written by                           on behalf of Mortgagor (and said person hereby represents that he possessed full power and authority to execute this instrument).

THE MORTGAGOR HEREBY DECLARES AND ACKNOWLEDGES THAT THE MORTGAGOR HAS RECEIVED, WITHOUT CHARGE, A TRUE COPY OF THIS MORTGAGE.

	 ATTEST:
	
	
	
	
	 (Name of Mortgagor)

	
	
	
	
	
	
	
	
	
	
	
	

	By:
	
	
	
	 By:
	

	
	(Name)
	
	
	
	(Name)

	
	 Its:
	 Secretary
	
	
	
	 Its:
	 President

	
	
	
	
	
	
	
	
	
	
	
	

	 AFFIX CORPORATE SEAL
	
	
	 WITNESSES:

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	(Name)

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	(Name)


STATE OF ILLINOIS     )                    

                                           SS.  

COUNTY OF                             )


On this          day of                ,         , before me appeared                           to me personally known, who, being by me duly sworn, did say that he is the President of _________________________________, a corporation of the State of Illinois, and that the seal affixed to the foregoing instrument is the corporate seal of said corporation, and that said instrument was signed and sealed in behalf of said corporation, by authority of its Board of Directors; and said                           acknowledged said instrument to be the free act and deed of said corporation.



IN TESTIMONY WHEREOF, I have hereunto set my hand and affixed my official seal in the County and State aforesaid, the day and year first above written.

                                                                                                       










____________________









Notary Public








My term expires:______________

EXHIBIT A
TO

MORTGAGE DATED                     ,           
Legal Description of the Premises:

EXHIBIT B

TO

MORTGAGE DATED                     ,           
Liens, claims and encumbrances:

None except:

INTERCREDITOR AGREEMENT


THIS INTERCREDITOR AGREEMENT (the "Agreement") is made as of the __th day of                ,         by and between                           , an Illinois corporation, (the "Company"), the                          , (unit of government) Illinois, (the "Unit of Local Government"), and the                           , Illinois, (the “Bank”).


W I T N E S S E T H:

WHEREAS, the (Bank) and (Company), an Illinois corporation (the "Borrower") have executed or may execute certain documents (the "Bank Documents") pursuant to which the Bank has made or may make certain financing accommodations to the Borrower (the "Bank Indebtedness"); and


WHEREAS, the (Unit of Local Government) and (Company), an Illinois corporation (the "Borrower") have executed or may execute certain documents (the "Unit of Local Government Documents") pursuant to which the Unit of Local Government has made or may make certain financing accommodations to the Borrower (the "Unit of Local Government Indebtedness"); and


WHEREAS, the Borrower has pursuant to the (Bank) Documents and the (Unit of Local Government ) Documents (collectively, the "Indebtedness Documents") granted to the Bank and the Unit of Local Government (collectively, the "Secured Parties") certain security interests, liens or collateral assignments ("Security Interests") in certain assets, (the "Personal Property") of the Borrower (the "Collateral") as security for the Bank Indebtedness and the Unit of Local Government Indebtedness (collectively, the "Indebtedness"); and


WHEREAS, the Borrower has pursuant to the Bank Documents, the Seller Documents, and the Unit of Local Government Documents (collectively, the "Indebtedness Documents") granted to the Bank, the Seller and the Unit of Local Government (collectively, the "Secured Parties") certain security interests, liens or collateral assignments ("Security Interests") in Real Property, (the "Real Property") of the Borrower (the "Collateral") located at (                             ) as security for the Bank Indebtedness, the Seller Indebtedness, and the Unit of Local Government Indebtedness (collectively, the "Indebtedness"); and


WHEREAS, the Borrower has pursuant to the Bank Documents and the Unit of Local Government Documents (collectively, the "Indebtedness Documents") granted to the Bank and Unit of Local Government (collectively, the "Secured Parties") certain security interests, liens or collateral assignments ("Security Interests") in certain assets of the Borrower (the "Collateral") as security for the Bank Indebtedness and the Unit of Local Government Indebtedness (collectively, the "Indebtedness"); and

WHEREAS, the Secured Parties desire to establish the relative priority of their Security Interests in the Collateral;


NOW, THEREFORE, in consideration of the respective covenants and agreements herein, and for other good and valuable consideration receipt of which is hereby acknowledged, the Secured Parties do hereby covenant and agree as follows:


1.  Priority of Security Interests.  As between the Secured Parties, the relative priorities of the Security Interests of the Secured Parties in the Collateral shall be, irrespective of the time or order of creation or perfections, applicable law or legal decision or possession, as follows:


(a)
as to the Bank, the Security Interest of Unit of Local Government shall be 


subordinate to the Security Interests of Bank; and


(b)
as to the Unit of Local Government , the Security Interests of Unit of Local 


Government shall be subordinate to the Security Interests of Bank; and


(c)
as to all other Collateral, the Security Interest of Bank and Unit of Local 


Government shall be of equal priority.

Notwithstanding anything to the contrary contained herein, the amount of Bank Indebtedness secured by Collateral entitled to the priority described in (a) may not exceed (amount of bank loan) and the amount of Unit of Local Government Indebtedness secured by Collateral entitled to the priority described in (b) may not exceed (amount of  RLF loan).     


2.  Notices and Accountings.  Each Secured Party shall promptly notify the other upon receipt of notice or knowledge of (a) the filing by or against the Borrower of a petition in a bankruptcy; (b) the general assignment of assets by the Borrower to its creditors: (c) the entry of any order of court enjoining, restraining or preventing the Borrower from conducting all or any material part of its business affairs; (d) the appointment of a receiver, trustee or custodian for the Borrower's assets or business; (e) the filing by such Secured Party of a suit to foreclose under its Indebtedness Documents; or (f) the occurrence of any other event under any Indebtedness Document which, with notice or passage of time or both, would constitute an event of default thereunder.  Each Secured Party agrees to render accountings to the other upon request, giving effect to the application of proceeds of Collateral, if any.


3.  Standby.  Upon the occurrence of an event of default by the Borrower under any Indebtedness Document, the Secured Party whose Financing Document is in default shall notify the other of such occurrence and neither accelerate, demand or accept payment of the Indebtedness secured thereby, nor commence suit thereon, nor demand or accept turnover of any of the collateral therefore, nor commence foreclosure proceedings or any other action whatsoever with respect to the Collateral therefore without the prior written consent of the other for thirty (30) days following receipt of the notice.


4.  Cross Default.  Any event of default under the terms and conditions of any Indebtedness by the Borrower shall be considered an event of default under all Indebtedness, and, upon such even of default, either Secured Party, at its sole option, may declare its entire Indebtedness at the time of notice of said event of default due and payable, and, subject to the terms of this Agreement, demand payment and proceed with the collection thereof by whatever means necessary.  Failure to exercise said option in any instance shall not be deemed a waiver thereof for the future exercise of said option.


5.  Distribution of Proceeds.  If at any time or times (a) after the declaration of an event of default under any Indebtedness Document either Secured Party receives proceeds from (i) a voluntary payment by the Borrower or any guarantor, or (ii) the enforcement of its security interest in all or any part of the Collateral by sale, collection or other disposition; or (b) before or after the declaration of an event of default either Secured Party receives proceeds from any bond or other insurance covering the Borrower or any of the Collateral or from any award in any eminent domain proceeding; such proceeds, after deducting all attorneys' fees and other expenses incurred in connection with obtaining such proceeds, shall be distributed, promptly upon their receipt by such Secured Party, (aa) as to payments related to or proceeds of Collateral as to which the interests of one Secured Party are under Section 1 subordinated to the other, first to the Secured Party with a senior interest and then, when all Indebtedness entitled to such seniority has been satisfied, to the Secured Party with a subordinate interest and (bb) as to payments related to or proceeds of collateral as to which the interests of the Secured Parties are described as equal under Section 1, between the Secured Parties in proportion to their respective outstanding Indebtedness which is entitled to such equal interest determined as of the date of distribution.  Until the occurrence of any of the events described in (a) or (b) of the previous sentence, the Borrower may pay to the Secured Parties, and the Secured Parties may accept from the Borrower, payments of principal and interest, when due, on an unaccelerated basis without prepayment pursuant to the Indebtedness Documents. 


6.  Setoff.  If either Secured Party at any time or times hereafter makes an offset (by common law setoff, banker's lien enforcement or otherwise) against the Indebtedness owing by the Borrower to such Secured party of any funds or other property of the Borrower on deposit with it or in its possession, such Secured Party shall remit promptly to the other Secured Party its share of such offset, determined as of the date of such offset.


7.  Financing Notices.  In the event that either Secured Party shall be required by the Uniform Commercial Code or any other applicable law to give notice to the other of an intended disposition of Collateral, such notice shall be given in accordance with Section 12 and ten (10) days' notice shall be deemed to be commercially reasonable.  Each of the Secured Parties shall use its best efforts to notify the other of any change in the location of any of the Collateral or the business operations of the Borrower or of any change in law which would make it necessary or advisable for such Secured Party to file additional financing statements in another location against the Borrower, but the failure to do so shall not create a cause of action against the Secured Party failing to give such notice or create any claim or right on behalf of any third party.


8.  Agreement Controlling.  The Secured Parties agree that in the event of any conflict between the provisions of this Agreement and the provisions of the Indebtedness Documents, the provisions of this Agreement shall control.


9.  Continuing Agreement.  This Agreement and the obligations of the Secured Parties hereunder shall continue absolute and undiminished and remain in full force and effect notwithstanding, and each of the Secured parties in its sole discretion and without notice to the other may take any or all of the following actions:  (a) extend, substitute or renew for one or more periods (whether or not longer than the original period) any of the Indebtedness; (b) release any lien, encumbrance or security interest on or in, surrender, release or permit any substitution or exchange of, or extend, renew, release, compromise, alter or exchange all or any part of the Collateral or any other property which may from time to time secure any Indebtedness; and (c) make additional loans, advances or other financing accommodations to the Borrower; provided, however, that the amount of such additional financial accommodations entitled to the seniority described in Section 1 shall be limited as described in Section 1.  This Agreement shall be effective and may not be terminated or otherwise revoked by the Secured Parties or the Borrower until the Indebtedness of at least one of the Secured Parties shall have been fully discharged and all financing arrangements between the Borrower and such Secured Party have been terminated.


10.  Liability to Other Party.  Other than for failure to pay any amount due hereunder and except for gross negligence or willful misconduct, neither Secured Party shall have any liability to the other pursuant to this Agreement.


11.  Assignments.  Neither Secured Party shall assign its rights in any Collateral or in any obligations of the Borrower secured by the Collateral to any other person or entity without the prior written consent of the other Secured Party.


12.  Notices.  All notices given or required to be given hereunder shall be in writing and shall be delivered (a) by certified or registered United States mail, (b) by overnight  Service, such as Express Mail or Federal Express or, (c) in person, addressed as follows:

	   If to the Unit of Local Government:
	

	   
	

	
	

	
	


	 If to the Bank:
	

	
	

	
	

	
	

	
	


or to such other address as either Secured Party may designate to the other.  Notices shall be deemed to have been duly delivered (i) three (3) days after being sent by United States mail, (ii) one (1) day after being sent by overnight service or (iii) at the time of personal delivery.


13.  Governing Law.  This Agreement shall be governed and construed in accordance with the laws and decisions of the courts of the State of Illinois without regard for conflict of law principles and shall be binding upon and inure to the benefit of the successors and assigns of the Secured Parties and the Borrower.


14.  Amendments.  All amendments to this Agreement must be in writing and be duly executed by the Secured Parties.  Amendments may but need not be executed by the Borrower.

IN WITNESS WHEREOF, the Secured Parties by their duly authorized signatories have set their respective hands as of the day and year first above written.

 (Bank)                                                            
	
	

	
	By:
	
	

	
	
	(Name)

	
	
	 Its:   
	                                                          

	
	
	
	

	
	 (Unit of Local Government )                                                                                                  

	
	By:
	
	

	
	
	(Name)

	
	
	 Its:    
	                                                        



The undersigned hereby acknowledges and agrees to be bound by all of the terms and provisions of the foregoing Agreement, including without limitation the terms and provisions of Sections 2, 4 and 8, and agrees that it will not pay any of the Indebtedness (as defined in the foregoing Agreement) or grant any security therefor except as the foregoing Agreement provides.  In the event of a breach by the undersigned of any of the provisions herein or of the foregoing Agreement, all of the Indebtedness shall, without presentment, demand, protest or notice of any kind, become immediately due and payable, unless the Secured Parties otherwise elect in writing. 

	
	
	 (Company)

	
	
	 By:
	

	
	
	
	

	
	
	
	 Its:
	 President


WORK OUT AGREEMENT

     This WORK OUT AGREEMENT  ("Agreement") is dated 
     /        /
 between 

                                  , Inc., an Illinois corporation ("Borrower"), and the _______________________________ (unit of government) ("Lender").
W I T N E S S E T H

A.  On      /       /
 Lender and Borrower entered into a Loan Agreement, which agreement was modified pursuant to a Modification Agreement        /         /       on (the "Loan Agreement").

B.  Borrower has been experiencing financial difficulties and is substantially in arrears on  payments owed to Lender under the Loan Agreement.

C.  On       /      /         Lender filed suit (the "Suit") in the Circuit Court of
            
 County (Case No.                          ) to enforce its rights under the Loan Agreement.

D.  To avoid the expense of a lawsuit and resolve the disputes between them, the parties have decided to enter into this Agreement.

     NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

1.  Borrower affirms the validity of the Loan Agreement and acknowledges that $
         
remains due and owing to Lender.

2.  Borrower agrees to waive all defenses to the Loan Agreement existing now or at any time in the future in exchange for the agreements set forth below.

3.  Commencing 
/
/
, and no later than the __________________ day of each  succeeding month thereafter, Borrower shall pay Lender an amount equal to            percent of the payments due to Lender under the Loan Agreement.

4.  Borrower shall for the term of this Agreement make no further payments to its equity holders.

5.  Commencing 
/
/
, and no later than the ____________________ day of each succeeding month thereafter, Borrower shall provide Lender with financial statements as of the end of the preceding month.

6.  So long as Borrower is in compliance with the provisions of this Agreement, Lender shall not take further action against Borrower under the Suit, and shall dismiss the Suit without prejudice to its future reinstatement if Borrower defaults under this Agreement. If Borrower defaults on any obligations under this Agreement, Lender shall be entitled to all amounts provided for in the  Loan Agreement.

7.  Borrower shall not during the term of this Agreement grant liens or security interests in any of its property to any person. The total amount actually owed by Borrower to Lender under the Loan Agreement shall not be affected by this Agreement, and shall be due and owing and paid in accordance with the payment schedule set forth in this Agreement, except as specifically modified herein. The Loan Agreement shall otherwise remain in full force and effect except as specifically modified hereby.

8.  This Agreement shall terminate at the end of two years, at which time full payments under the Loan Agreement shall be resumed.

9.  The personal guarantors hereby reaffirm the validity of their personal guarantees.

     IN WITNESS WHEREOF , the parties have caused this Agreement to be executed as of the day and year first written above.







                                   , INC.

                     




By:











Its: President








                       (unit of local government)







By:











Its: Director







(Personal Guarantor)

SAMPLE

LATE PAYMENT LETTER

[LETTERHEAD]

[DATE]

CERTIFIED MAIL

RETURN RECEIPT REQUESTED

Sharon Sonkin

S & S, Inc.

6200 North Smith Road

Chicago, IL 60660

RE:  Loan No. 90-89414 between the (Name of Local Government) (City, County, Village) and S & S, Inc. (the "Company") dated as of December 28, 1989 (the "Loan Agreement")
Dear Ms. Sonkin:

This letter is to advise you that the Company is late in paying its monthly payment due under the Loan Agreement. As you know, the monthly payment of $6,962.00 was due 15 days ago on the first of the month.

If we do not receive payment immediately, we will have no choice but to place your loan in default, which will accelerate the loan and cause the entire balance of principal plus accrued interest to become immediately due and owing. In addition, a default will result in a higher default interest rate of 12 percent coming into effect pursuant to Section 6.3 of the Loan Agreement. Please forward payment immediately in order to avoid having your loan placed in default.

Very truly yours,

G. Smith

Loan Officer

GS:lb

SAMPLE 

DEFAULT LETTER

[LETTERHEAD]

[DATE]

CERTIFIED MAIL RETURN RECEIPT REQUESTED

Sharon Sonkin

S & S, Inc.

6200 North Smith Road

Chicago, IL 60660

RE:  Loan No. 90-89414 between the (Name of Local Government) (City, County 
Village)  and S & S, Inc. (the "Company") dated as of December 28, 1989 (the "Loan Agreement")
Dear Ms. Sonkin:

This letter is to advise you that the Company is in default of its obligations under the Loan Agreement. Specifically, the Company is over 30 days past due on its monthly payment which constitutes a default pursuant to Section 6.1 (a) of the Loan Agreement. Accordingly, pursuant to Section 6.1 of the Loan Agreement, the (City, County, Village) hereby declares the full amount owed under the Agreement immediately due and payable.

The (City, County, Village) hereby demands payment in full to the (City, County, Village) to satisfy the Company's obligations under the Loan Agreement. The $16,915.19 now payable includes $16,168.50 in outstanding principal and $746.69 in accrued interest as of November 22, 1991. Interest on the loan shall accrue after this date at the rate of $5.39 per day, which represents a 12 percent default rate, pursuant to Section 6.3 of the Loan Agreement. Accrued interest to the date on which the (City, County, Village) receives payment must be paid for the loan to be paid in full.

If payment is not received within five days of the date of this letter, this matter will be pursued by our legal counsel. A copy of this letter is being forwarded to our legal counsel for his prompt attention.

Please contact the undersigned if you have any questions or wish to discuss this matter.

Very truly yours,

G. Smith

Loan Officer

GS:lb

cc:John Jones, Esquire

EXHIBIT A

to

UCC - 1

Financing Statement

Debtor:
                                                        Secured Party:

Krystie Kleer                                                              

       

Supermarkets Incorporated



        






5401 South Wentworth




               (unit of local government)

Chicago, Illinois 60601

All of the following property, or interests in property, of Debtor, whether now owned or existing and hereafter acquired or arising and wheresoever located: accounts, inventory, goods, furniture, machinery, equipment, fixtures, general intangibles (including, without limitation, goodwill, inventions, designs, patents, patent applications, trademarks, trademark application, trade names, licenses, leasehold interests in real and personal property, franchises, tax refund claims, and guarantee claims, security interests or other security held by or granted to Debtor to secure payment of Debtor's accounts), tax refunds, chattel paper, contract rights, instruments, documents, notes, returned and repossessed goods and all other personal property or interests in personal property; together with all accessions to, substitutions for, and all replacements, products and proceeds of the foregoing (including, without limitation, proceeds of insurance policies insuring all of the foregoing), all books and records (including, without limitation, customer lists, credit files, computer programs, printouts and other computer materials and records) pertaining to any of the foregoing, and all insurance policies insuring any of the foregoing.

By:






                          [image: image4.png]STATE OF ILLINOIS
UNIFORM COMMERCIAL CODE — FINANCING STATEMENT — FORM UCC-1

INSTRUCTIONS:

1. PLEASE TYPE this form. Fold only along perforation for mailing.

2. Remove Secured Party and Debtor copies and send other 3 copies with interleaved carbon paper to the filing officer. Enclose filing fee.
3. If the space grovided for any item(s) on the form is inadequate the item(s) should be continued on additional sheets, preferably 5” x 8” or 8” x 10”. Only one

copy ol suc

additional sheets need be presented to the filing officer with a set of three copies of the financing statement. Long schedules of collateral,

indentures, etc., may be on any size paper that is convenient for the secured party.

This STATEMENT is presented to a filing officer for filing pursuant to the Uniform Commercial Code.

For Filing Ofﬁcer

Debtor(s) (Last Name First) and address(es)

(Date, Time, Number, and Filing Office)
Secured Party(ies) and address(es)

1. This financing statement covers the following types (or items) of property:

2. D Products of Collateral are also covered.

ASSIGNEE OF SECURED PARTY

Additional sheets presented.
Filed with Office of Secretary of State of Illinois.

Debtor is a transmitting utility as defined in UCC §9-105.

(1) FILING OFF!ICER COPY — ALPHABETICAL

By:

Signature of (Debtor) (Secured Party)*

* Signature of Debtor Required in Most Cases:
Signature of Secured Party in Cases Covered by UCC §9-402(2).

This form of financing statement is approved by the Secretary of State.
STANDARD FORM — UNIFORM COMMERCIAL CODE — FORM UCC-1 — Rev. 1-75






[image: image5.png]UNIFORM COMMERCIAL CODE - FINANCING STATEMENT - FORM UCC-2
INSTRUCTIONS:
1.

——

This STATEMENT is presented to a filing officer for filing pursuaat to the Uniform. Commercial Code

3.

2. Remove Secured Party and Debtor copies and send

Reorder from Stuart-Hooper Company 8757 South Greenwood Avenue Chicago, lllinois 60619 Telephone AC 312/3734 8900

ST ATE OF lLLINOlS

— e ——

PLLEASE TYPE this form. Fold only along perforation for mailin

other 3 copies "with interleaved carbon paper to the filing officer. Enclose filing fee

If the space provided for any item(s) on the form is inadequate the item(s) should be continued on additional sheets, preferably 5" x 8" or 8" x 10"
y one copy of such additional sheets need be presented to the filing officer with a set of three copxes of the financing statement. Long sched:
ules of collateral, mdemures etc., mdy bL on dny size papcr that is Convement for the Secured Part

For F111ng Officer (Date, Tlme,

1.

Debtor(s) (Last Name) and address(es)

Number, and Filing Office)
Secured Party(ies) and address(es)

2. (If collateral is crops) The above described crops are growing or are to be grown on: (Describe Real Estate)

3. (If applicable) The above goods are to become fixtures on [The above timber is standing on
gas) accounts will be financed at the wellhead or minehead of the well or mine located on

and this financing statement is to be filed in the realestate records. (If the debtor does not have an jirterest of record) The name of a record owner is
4.0OProducts of Collateral are also covered.

This financing statement covers the following types (or items) of property

ASSIGNEE OF SECURED PARTY

..] [The above minerals or the like (including oil and
. .] (Strike what is inapplicable) (Describe Real Estate)

Additional sheets presented

Filed with Recorder’s Office of County, Illinois. By:

Signature of (Debtor)
By:
(Secured Party)*
oET ! *Signature of Debtor Required in Most Cases;
FILING OFFICER COPY ALPHAEETICAL Signature of Secured Party in Cases Covered By UCC §9-402 (2).

This form of financing statement is approved by the Secretary of State
~TANDARD FORM-UNIFORM COMMERCIAL CODE- FORM UCC-2- REV. 3.75

H123304





[image: image6.png]STATE OF ILLINOIS
UNIFORM COMMERCIAL CODE
STATEMENTS OF CONTINUATION, PARTIAL RELEASE, ASSIGNMENT, ETC. —FORM UCC-3
INSTRUCTIONS:
1. PLEASE TYPE this form. Fold only along perforation for mailing.
2. Remove Secured Party and Debtor copies and send other 3 copies with interleaved carbon paper to the filing officer.
3. Enclose filing fee.
4. If the space provided for any item(s) on the form is inadequate the item(s) should be continued on additional sheets, preferably 5" x 8" or 8” x 10”. Only one copy of
such additional sheets need be presented to the filing officer with a set of three copies of Form UCC- 3 Long schedules of collateral, etc., may be on any size paper that
is convenient for the Secured P
5. At the time of ﬁhng ﬁlmg officer wﬂl return third copy as an acknowledgement

This STATEMENT is presented to THE FILING OFFICER for filing pursuant to the Uniform Commercial Code: ;unl’mng Officer (Date, Time, Number and
Debtor(s) (Last Name First) and address(es) Secured Party(ies) and address(es) ¢ Of

This Statement refers to original Financing Statement No.

Date filed: .19 Filed with
A [:] CONTINUATION ....... The ofrflgmal financing statement between the foregoing Debtor and Secured Party, bearing the file number shown above, is
still e

B. D PARTIAL RELEASE ... From the collateral described in the financing statement bearing the file number shown above, the Secured Party releases
the property indicated below.

c. [} ASSIGNMENT .......... The Secured Party certifies that the Secured Party has assigned to the Assignee whose name and address is shown below,
Secured Party’s rights under the financing statement bearing the file number shown above in the property indicated below.

D. D TERMINATION .......... -heﬁSecured Partyr/‘ certifies that the Secured Party no longer claims a security interest under the financing statement bearing
the file number shown above ,

E. D AMENDMENT ........... The financing statement beanng the above file number is amended.

D TJo show the Secured Party’s new address as indicated below;
D To show the Debtor's new address as indicated below;
[ As set forth below:

(Secured
{Debtor) Party)
(Signature of Debtor, if required)
Dated: , 19 By: '
FILING OFFICER — ALPHABETICAL (Signature of Secured Party)
This form of Financing Statement is approved by the Secretary of State.

STANDARD FORM-UNIFORM COMMERCIAL CODE-FORM UCC-3 REV. 7-74




CORPORATE LOAN CLOSING CHECKLIST

DATE DOCUMENTS RECEIVED





YES

N/A


  Secretary's Certificate of Board of Director's Resolutions

 

 

 
  Articles and Certificate of Incorporation



 


  Copy of Corporate By-Laws





 



  Written Evidence of Finalization of all other Financing

 



  Written Evidence of Cash Equity Injection



 



  Preliminary Title Commitment (Business/Personal)






  FEIN#








 


  UIN#








 



  Filing Fees (Recording & Lien Search)







  Certificate of Insurance





 




  General Liability





 




  Workers' Compensation/Employer's Liability

 




  Real Property with Location Listing Lender as Mortgagee
 




  Personal Residence Listing Lender as Mortgagee

 




  Lenders Loss Payable Clause



 



  Written Evidence of Business Interruption Insurance

 



  Assignment of Life Insurance




 

 

  Employee List






 


DATE DOCUMENTS SIGNED/RECEIVED


  Loan Agreement #






 



  Exhibit A to Loan Agreement (Promisory Note)






  Exhibit B to Loan Agreement (Scope of Work and Budget)
 



  Exhibit C to Loan Agreement (Other Financing)






  Exhibit D to Loan Agreement (Other Liens,)






  Exhibit E to Loan Agreement (Federal Requirements)





  Continuing Guaranty






 



  Security Agreement (Include Ex. A/Location of Collateral)

 



  Borrower Subordination





 



  UCC

 State (UCC-1)

 County (UCC-2)
 



  Mortgage (Business/Personal)








  Letter of Borrower's Counsel (Include Exhibit A)






  Subord/Intercreditor

City

Bank


 



  Certificate of Borrower (Ref. Section 3.6 of Loan Agreement)
 



  Final Title Policy






 



  Automatic Clearing House Form (ACH)







  Certificate of Good Standing




 



Loan Officer                                                 
 Manager

Date                                                     
Date

PARTNERSHIP LOAN CLOSING CHECKLIST

DATE DOCUMENTS RECEIVED





YES

N/A


Certificate of General Partner Authorizing Loan


 



Certificate of Partnership





 



Copy of Partnership Agreement




 



Written Evidence of Finalization of all other Financing

 



Written Evidence of Cash Equity Injection



 



Preliminary Title Commitment




 



FEIN#








 



UIN#








 



Filing Fees (Recording & Lien Search)







Certificate of Insurance





 




General Liability






 

 


Workers' Compensation/Employer's Liability


 




Real Property with Location Listing Lender as Mortgagee

 




Personal Residence Listing Lender as Mortgagee

 




Lenders Loss Payable Clause




 



Written Evidence of Business Interruption Insurance

 



Assignment of Life Insurance





 



Employee List







 


DATE DOCUMENTS SIGNED/RECEIVED


Loan Agreement #






 



Exhibit A to Loan Agreement (Promisory Note)






Exhibit B to Loan Agreement (Scope of Work and Budget)

 



Exhibit C to Loan Agreement (Other Financing)






Exhibit D to Loan Agreement (Other Liens,)







Exhibit E to Loan Agreement (Federal Requirements)





Continuing Guaranty






 



Security Agreement (Include Ex. A/Location of Collateral)

 



UCC

State (UCC-1)

County (UCC-2)

 



Mortgage (Business/Personal)








Letter of Borrower's Counsel (Include Exhibit A)






Subord/Intercreditor  City

Bank



 



Certificate of Borrower (Ref. Section 3.6 of Loan Agreement)
 



Final Title Policy






 



Automatic Clearing House Form (ACH)







Certificate of Good Standing





 


            Loan Officer                          
  

Manager

Date       


                        
Date

SOLE PROPRIETORSHIP LOAN CLOSING CHECKLIST

THE FOLLOWING DOCUMENTS ARE REQUIRED AND ARE TO BE SUBMITTED TO THE LOCAL GOVERNMENT PRIOR TO THE EXECUTION OF THE LOAN AGREEMENT.

DATE DOCUMENTS RECEIVED





YES

N/A


Operating Licenses (As Required)








Written Evidence of Finalization of all other Financing

 



Written Evidence of Cash Equity Injection



 



Preliminary Title Commitment (Business/Personal)






FEIN#








 



UIN#








 



Filing Fees (Recording & Lien Search)







Certificate of Insurance





 




General Liability





 




Workers' Compensation/Employer's Liability


 




Real Property with Location Listing Lender as Mortgagee
 




Personal Residence Listing Lender as Mortgagee

 




Lenders Loss Payable Clause



 



Written Evidence of Business Interruption Insurance

 



Assignment of Life Insurance





 



Employee List







 


DATE DOCUMENTS SIGNED/RECEIVED


Loan Agreement #






 



Exhibit A to Loan Agreement (Promisory Note)






Exhibit B to Loan Agreement (Scope of Work and Budget)

 



Exhibit C to Loan Agreement (Other Financing)






Exhibit D to Loan Agreement (Other Liens,)







Exhibit E to Loan Agreement (Federal Requirements)





Continuing Guaranty






 



Security Agreement (Include Ex. A/Location of Collateral)

 



UCC

State (UCC-1)

County (UCC-2)

 



Mortgage (Business/Personal)








Letter of Borrower's Counsel (Include Exhibit A)






Certificate of Borrower (Ref. Section 3.6 of Loan Agreement)
 



Final Title Policy






 



Automatic Clearing House Form (ACH)







Certificate of Good Standing





 



Loan Officer                                                  Manager


Date                                                                Date

LAND TRUST DOCUMENT CHECKLIST

WHEN PROPERTY TO BE USED AS COLLATERAL IS HELD IN A LAND TRUST, THE FOLLOWING ADDITIONAL ITEMS MUST BE RECEIVED PRIOR TO THE EXECUTION OF THE LOAN AGREEMENT.

DATE DOCUMENTS RECEIVED





YES

N/A


Copy of Trust Agreement





 



Letter of Direction to Trustee Authorizing Execution/

Acknowledgment of Loan Documents



 


THE FOLLOWING DOCUMENTS ARE FORWARDED FOR YOUR REVIEW. THESE DOCUMENTS ARE REQUIRED TO BE EXECUTED IN CONJUNCTION WITH THE REMAINDER OF THE LOAN AGREEMENT.

DATE DOCUMENTS SIGNED/RECEIVED


Exhibit B to Loan Agreement (Promissory Note for Land Trust)
 



Security Agreement for Land Trust




 



UCC

State (UCC-1)

County (UCC-2)

 



Mortgage for Land Trust





 



County/City Real Estate Transfer Tax Exemption

Declaration for Assignment of Beneficial Interest


 



Assignment of Beneficial Interest (ABI) in Land Trust

 



Certified Copy Trust Agreement Following Placement of ABI
 



Disbursement Direction Letter from Trustee



 


          
Loan Officer                                             
Manager

          
Date  

                                           
Date

APPENDIX 5-3-E

Sample CDAP - RLF Participation Agreement

PARTICIPATION AGREEMENT


THIS AGREEMENT is made as of the ____ day of _________,         by and between the                                ("Unit of Local Government") and __________________, Inc, a _______________________ corporation ("Company").


WHEREAS, the Unit of Local Government is interested in expanding its economic base with the primary emphasis on creating and retaining jobs primarily for low and moderate-income persons; and


WHEREAS, the Unit of Local Government has a local revolving loan fund capitalized through an Illinois Department of Commerce and Community Affairs' Community Development Assistance Program (CDAP) state grant to implement an economic development program that significantly impacts upon the Unit of Local Government's economic base; and


WHEREAS, the Company is interested in maintaining and/or expanding its employment base; and


WHEREAS, the Company is unable to maintain and/or expand its employment base unless and until certain public improvements are constructed by the Unit of Local Government;


NOW, THEREFORE, in consideration of the mutual covenants contained herein, the parties agree as follows:

  I.
GENERAL DEFINITIONS


1.1
Application shall mean all materials submitted by the Company to the Unit of Local Government or the State of Illinois in connection with this Agreement.

1.2
Company Contribution shall mean the contribution that the Company shall make in connection with the Agreement, as fully described in Exhibit C, attached hereto, and made a part hereof.


1.3
Project shall mean the public improvements to be constructed by the Unit of Local Government as fully described in Exhibit A, attached hereto and made a part thereof.


1.4  
Required Economic Results shall mean those economic benefits and/or goals which the Company agrees to achieve as fully described in Exhibit B, attached hereto and made a part thereof.


1.5
Revolving Loan Fund shall mean the fund operated by the Unit of Local Government for the purpose of creating and retaining jobs, primarily for low and moderate income persons and providing grant or loan financing while necessary and appropriate to for-profit or not-for-profit entities.

 II.
PERFORMANCE


2.1
The Unit of Local Government agrees, subject to the terms and conditions of this Agreement, to construct the Project.

2.2
The project cost shall be paid with:



(a)
Revolving Loan funds (RLF),



(b)
other Unit of Local Government funds, if necessary,



(c)
the Company Contribution, if so agreed in Exhibit C,


all as described in the Budget contained in Exhibit D, attached hereto and made a 
part thereof.


2.3
The Company agrees to provide the Company Contribution as provided in Exhibit C.

2.4
The Company agrees to achieve the required economic results as provided in Exhibit B.

III.
COVENANTS, REPRESENTATIONS AND WARRANTIES OF THE COMPANY


3.1
On or prior to the date of this Agreement, the Unit of Local Government shall have received a certified copy of the Company's Articles of Incorporation and By-Laws or Partnership Certificate and Partnership Agreement, as the case may 
be, evidence of Company's good standing and resolutions of the Board of Directors or the general partner of the Company, as the case may be, authorizing this Agreement and such additional supporting documents as the Unit of Local Government may request.

3.2
On or prior to the date of this Agreement, all legal matters incident to this Agreement and the transactions contemplated hereby shall be satisfactory to the Unit of Local Government.


3.3
Company represents and warrants that:

(a)
Company is a corporation or partnership, as the case may be, duly formed, validly existing and in good standing under the laws of Illinois, is duly licensed and duly qualified as a foreign corporation or partnership, as the case may be, in good standing in all the jurisdictions in which the character of the property owned or leased or the nature of the business conducted by it requires such licensing or qualification and has all corporate or partnership powers, as the case may be, and all material governmental licenses, authorizations, consents and approvals required to carry on its business as now conducted.

(b)
The execution, delivery and performance by Company of this Agreement, are within Company's corporate or partnership powers, have been duly authorized by all necessary corporate or partnership action, require no action by or in respect of, or filing with, any governmental body, agency or official and do not contravene any provision of applicable law or regulation or of the Articles of Incorporation or By-Laws or Partnership Agreement of Company, as the case may be.

(c)
This Agreement constitutes a valid and binding agreement of Company.

(d)
The Application is in all respects true and accurate and there are no omissions or other facts or circumstances which may be material to this Agreement or the Project.

(e)
The financial statements delivered to Unit of Local Government pursuant to the Application fully and accurately present the financial condition of the Company.  No material adverse change in the condition, financial or otherwise, of Company has occurred since the date of the financial statements most recently delivered to the Unit of Local Government.

(f)
Neither Company nor, to the best of Company's knowledge, any of Company's employees have been convicted of bribing or attempting to bribe an officer or employee of the Unit of Local Government, nor has the Company made an admission of guilt of such conduct which is a matter of record.

3.4
The company shall keep detailed records of all matters related to this Agreement (including the Exhibits hereto).


3.5
The company shall comply with all applicable state and federal law and regulations promulgated thereunder.  Company shall comply with all applicable laws and regulations prohibiting discrimination on the basis of race, sex, religion, national origin, age or handicap, including but not limited to the Illinois Human Rights Act, as now or hereafter amended, and the Equal Employment Opportunity Clause promulgated pursuant thereto.


3.6
Company shall fully and completely indemnify, defend and hold harmless the Unit of Local Government and the State of Illinois and their officers, directors, employees and agents against any liability, judgment, cost, claim, damage (including consequential damage) or expense (including attorney's fees and disbursements, settlement costs, consultant fees, investigation and laboratory fees) to which any of them may become subject insofar as they may arise out of or are based upon this Agreement or any agreement or document executed by Company and Unit of Local Government as part of the transaction described herein.


3.7
The Unit of Local Government shall have the right of access, at all reasonable hours, to Company's premises and books and records for purpose of determining compliance with this Agreement.  In addition to the reporting specifically required hereunder, Company shall furnish to the Unit of Local government such information as the Unit of Local Government may reasonably request with respect to this Agreement.

 IV.
DEFAULT AND REMEDIES


4.1
If one or more of the following events ("Defaults") shall have occurred and 

be continuing:


(a)
Company shall fail to observe or perform any covenant or agreement contained in this Agreement, including the Exhibits hereto, for 10 days after written notice to cure thereof has been given to Company by the Unit of Local Government;



(b)
Any representation, warranty, certificate or statement made by Company in this Agreement, including the Exhibits hereto, or in any certificate, report, financial statement or other document delivered pursuant to this Agreement shall prove to have been incorrect when made in any material respect;



(c)
Company shall commence a voluntary case or other proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, or shall consent to any such relief or to the appointment of or taking possession by any such official in an involuntary case or other proceeding commenced against it, or shall make a general assignment for the benefit of creditors, or shall fail generally to pay its debts as they become due, or shall take any corporate action to authorize any of the foregoing;



(d)   An involuntary case or other proceeding shall be commenced against Company seeking liquidation, reorganization or other relief with respect to it or its debts under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any substantial part of its property, and such involuntary case or other proceedings shall remain undismissed and unstayed for a period of 60 days; or an order for relief shall be entered against Company under the federal bankruptcy laws as now or hereafter in effect;



(e)
Company ceases the conduct of active trade or business in the Unit of Local Government's community for any reason, including, but not limited to, fire or other casualty;


(f)
Company fails to achieve the required economic results identified in Exhibit B;



(g)
Company fails to provide the Company Contribution as identified in Exhibit C;


then, the Unit of Local Government may declare Company in default under this Agreement.

4.2
If a Default shall have occurred, then the Company shall reimburse the Unit of Local government for all funds (including Revolving Loan funds) expended by the Unit of Local Government on, or related to, the construction of the Project, including, but not limited to architectural engineering, construction, administrative, real estate and incidental costs related thereto.

4.3
Reimbursement shall be made to the Unit of Local Government within 30 days after the Unit of Local Government notifies the Company of the determination of the Default.  If the Company fails to reimburse within 30 days after the date of the notice, the Unit of Local Government shall have the right to collect interest on the unpaid balance beginning on the 30th day after notice at a rate equal to 12 percent per annum.

4.4
If the Unit of Local Government is successful in any proceeding to enforce the terms of this Agreement, then the Unit of Local Government shall have the right to obtain from the Company, as an additional remedy, attorney fees, costs and expenses, related to the proceeding.

V.
TERMINATION

5.1
This Agreement may be terminated at any time by written, mutual agreement of the parties.

5.2
This agreement may be terminated by the Unit of Local Government pursuant to paragraph 4.1 herein.


5.3
This Agreement may be terminated by the Unit of Local Government whenever it issues a notice of Default to the Company pursuant to paragraph 4.3 herein.


5.4
This Agreement will terminate when the Project has been completed and when all of the terms and conditions of this Agreement (including the Exhibits thereto) creating duties upon the Company, have been satisfied by the Company.

 VI.
GENERAL PROVISIONS


6.1
Notice required hereunder shall be in writing and shall be deemed to have been validly served, given or delivered upon deposit in the United States mail, by registered mail, return receipt requested, at the address set forth on the signature page hereof or to such other address as each party may specify for itself by like notice.

6.2
All covenants, agreements, representations and warranties made herein and in the certificates delivered pursuant hereto shall survive the execution of the Agreement and shall continue in full force and effect so long as the Agreement shall be in force.


6.3
No failure or delay by the Unit of Local Government in exercising any right, 
power or privilege hereunder shall operate as a waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or privilege.  The rights and remedies herein provided shall be cumulative and not exclusive of any rights or remedies provided by law.


6.4
Wherever possible each provision of this Agreement shall be interpreted in 
such manner as to be effective and valid under applicable law, but if any provision shall be invalid under applicable law, such provision shall be ineffective to the extent of such invalidity without invalidating the remaining provisions of this Agreement.


6.5
This Agreement represents the full and complete agreement between the parties with respect to the matters addressed herein and there are no oral agreements or understandings between the parties.


6.6
This Agreement shall be construed in accordance with and governed by the law of the State of Illinois.


6.7
This Agreement may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto and hereto were upon the same instrument.


6.8
No modification of or waiver of any provision of this Agreement shall be effective unless the same shall be in writing and signed by the parties hereto.


6.9
The Company certifies that it has not been barred from bidding on or receiving State contracts as a result of a violation of Section 33E-3 or 33E-4 of the Criminal Code of 1961 (bid rigging or bid rotating, respectively).


6.10
The Company certifies that it has not been barred from being awarded a contract or subcontract under Section 50.5 of the Illinois Procurement Code (30 ILCS 500).


6.11
The Company acknowledges that receipt of benefits under this agreement require compliance with the Davis-Bacon Act and their related labor laws.


6.12  The Unit of Local Government acknowledges that if the project as proposed by this Agreement is completed in accordance with this Agreement then the provisions cited above in 6.9, 6.10, and 6.11 do not apply to the Company but do apply to the activities to be completed by the Unit of Local Government.

IN WITNESS WHEREOF, the parties executed this Agreement the day and year first above written.
	
	
	
	

	
	
	
	
	



	

	By: (Name of Officer)

      Its: President
	
	
	
	By: Chief Elected Official

      Its: 

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	  Address:
	
	
	
	
	
	  Address:
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


EXHIBIT A

Scope of Work

I.
DESCRIPTION

The                                (unit of government) will use $        ,          of Revolving Loan Funds extend a nine mile water main to                           (name of company) existing facility in                                        , Illinois. 


The payment of federal prevailing wages for all public construction activities will be required pursuant to the Davis-Bacon Act.

II.
LEVERAGE 


Financing from source(s) other than RLF funds are as follows:


Source


                     Amount
Term/Rate

Company of                          
       $          ,                         Corporate Cash Equity



EXHIBIT B

Project Results

The company currently employs            at the                                location.  As the result of the project,                               , Inc. shall hire a minimum of            additional full-time employees before         /        /         and shall retain all employees for the term of the grant.
                                  (date)


The benefit to low-to-moderate income persons will be 51 percent.  This will be documented through the use of either the Employee Income Certification Form and/or the hiring of JTPA eligible individuals.

EXHIBIT C

Company Contribution


Source
Amount
Term/Rate

                                                $          ,          
Corporate Cash Equity

EXHIBIT D

Budget


Activity

Amount
Source





TOTAL PROJECT COSTS:
$          ,          

5-3-205

