G U I D E L I N E S

Business Recovery Grant and Loan Program

Description

The Small Firm Loan & Grant Program is intended to provide immediate financial relief to restart and sustain small and independent businesses in the most impacted areas of Louisiana, particularly those that are experiencing depressed revenues since the storm.

Program Size

· $143M total size

· Up to $138M total program capital
· $100M available for grants (up to $20K maximum)

· Up to $38M for loans (up to $250K at 0% interest)
· At least $5M administrative cost
Eligibility – General Business Characteristics
1. In business (legally registered) 6 months prior to the storms

2. Reopened or with demonstrated potential to reopen
· Potential to reopen may be demonstrated in ways including pre-storm performance, business plan for reopening (including changes in business model), projected market growth, total financing to support reopening; and, financial projections demonstrating above

3. Up to 50 FTE employees

4. Single-employee businesses eligible only if sell tangible goods (e.g., a shop keeper) of any amount
5. Business experienced a 30% decline in gross revenue Q2 ’06 vs. Q2 ‘05

· If, due to seasonality, Q2 is not a representative quarter, a business may sign a Statement of Explanation and choose a more representative quarter or time period.  Application (signed) with explanation in appropriate area may suffice
· Revenue levels may be evidenced by:  tax returns, bank statements, paid invoices, financial reports and other evidence of transactions
· If all records have been destroyed, a business may sign a Statement of Explanation, or internally generated financials, attesting to 30% revenue loss.  Application (signed) with explanation in appropriate area may suffice 
· In the case that a business was legally established for at least six months before the storm, but was not yet open, it may qualify based on >$10K of tangible loss to property or inventory
6. In the absence of documentation for other criteria, if the eligibility is clear and may be supported by interviews and other available information, a signed statement of explanation or explanation on the application may also suffice (e.g., a fisherman attesting to under 50 employees)

Eligibility – Business Location
Grants

QUALIFYING ZONE A
Businesses located in areas that experienced flooding as result of storm, including:
· ALL OF:  Cameron, Orleans, Plaquemines and St. Bernard 
· Any other Louisiana areas that flooded from hurricanes Katrina or Rita according to FEMA flood maps

QUALIFYING ZONE B
Businesses located in 20 affected parishes, including:

· Calcasieu, Cameron, Jefferson, Orleans, Plaquemines, St. Bernard, St. Tammany, Vermilion, Acadia, Allen, Beauregard, Iberia, Jefferson Davis, Lafourche, St. Charles, St. John the Baptist, St. Mary, Tangipahoa, Terrebonne, and Washington

· In addition to the 30% loss of revenue, businesses must also have experienced $10K tangible loss

· Proof of loss may include:  insurance claims, receipts or estimates for repair/purchase due to loss and photos of damage, income tax deduction
Loans
Businesses located in 20 affected parishes, including:

· Calcasieu, Cameron, Jefferson, Orleans, Plaquemines, St. Bernard, St. Tammany, Vermilion, Acadia, Allen, Beauregard, Iberia, Jefferson Davis, Lafourche, St. Charles, St. John the Baptist, St. Mary, Tangipahoa, Terrebonne, and Washington
Appeals
Businesses denied a grant and/or loan will be referred to an Appeals Review Committee consisting of members of LED and OCD.  Appeals Review Committee will consider:

· Fair application of eligibility guidelines

· Compliance with federal regulations

· Extraordinary circumstances

Note that the appeal process will not necessarily cause any intermediary to underwrite a loan it does not deem appropriate.

Funding Determination
Grants

1. Grants based annual revenue size of business
· Annual Revenues > $40,000


$20,000 grant

· Annual Revenues $20,000 to $39,999
50% of annual revenue

· Annual Revenues < $20,000


$10,000 grant
In addition, businesses that are established but not yet open are eligible for a $10,000 grant, based on qualifying as described above.

2. Business must prove on-going viability (e.g., adequate total financing) to receive grant
3. Grant to be paid out 50% up front, and then 50% upon business’s demonstration of acceptable use of first tranche of funds (from financial statements, bank statements, receipts, etc.), and submission of the Disbursement Request Form
Loans
1. Amount up to $250,000, dependent on demonstrated need and ability to repay
2. Need and ability to repay to be demonstrated based on financial projections, market research and comparison to other businesses
3. Interest rate is 0%
4. No principal repayment for first six months
5. Term fully amortized over three to seven years, as determined appropriate by intermediary to ensure viability of repayment
6. All principals of companies with more than 10% ownership must sign personal guarantees
7. Loans are assets on the books of the intermediaries, themselves
8. A Revolving Loan Fund will be established for the on-going use of repaid loan funds by intermediaries in their communities, pursuant to a separate legal agreement
General Eligibility Issues
· Businesses may receive a grant plus a loan (i.e., maximum funding = $270,000)
· Businesses qualify based on their pre-storm location of doing business and other conditions, including employment
· 1099 contractors count as employees
· An owner is considered an employee if he/she works actively in the business
· Start-up businesses are not eligible
· Non-profits are eligible based on the earned-income portion of their operation

· Religious organizations are eligible based on the secular component of their business (e.g., a church that runs a restaurant)

· At the discretion of LED, and based on benefit to the community, a business with more than 50 employees may receive a loan if it is used for a single location or set of locations with less than 50 employees
· Businesses must currently be, or plan to be, in one of the 20 affected parishes in order to be eligible

· Only one grant and/or loan may be received by a majority (>50%) owner.  Owners with a ≥50% share in two or more businesses may only qualify for one grant and loan (a husband/wife team with 50%/50% ownership in two legally distinct companies may qualify for one business each)

· Owners who have received a grant or loan, and own a minority share in another business, do not disqualify that business by their ownership
Use of Funds

Grants

· Grant proceeds may be used for operating expenses (rent, insurance, utilities, etc.), inventory and equipment
Loans

· Loan proceeds may be used for operating expenses (rent, insurance, utilities, etc.), inventory and equipment, as well as rehabilitation
General

· Grant and loan proceeds may be used to refinance more expensive business-related debt up to $100,000

· Ineligible uses of proceeds include:
· Acquisition of buildings
· New construction

· Use by landlords, generally
· Refinancing of State Bridge Loans
· Payment of any tax arrearages, governmental fines or penalties

· Purchase of real property

· Political or religious activities

· Buying out any stockholder or equity holder in a business

· Buying out or reimbursing any family member
Program Outreach

· Businesses able to sign up for information about program timing and participating intermediaries at www.louisianaforward.com
· Outreach to be undertaken by both State and intermediaries, as per plans to be developed
· Templated outreach materials to be provided by LED

Program Administration
· Program administered by multiple intermediaries, as managed by LED
· Intermediaries will have specific focus geographies and/or sectors and/or demographics upon which to focus, based on proposals and need, as determined by LED

· Intermediaries will host one or more intake centers throughout their service area to ensure business owners have convenient access to information, assistance and applications

· Intermediaries will conduct orientation and application workshops for small businesses 

· Businesses may also receive assistance and may apply on a drop-in basis
· Intermediaries will be encouraged to visit business owners on-site if those owners cannot come to an intake center

· Loans and grants combined with other recovery programs, including Technical Assistance, to ensure comprehensive attention to small business needs

· LED will provide templates and checklists for processing

· Final grant awards are determined by LED

Disbursement Process
1. Intermediary meets with applicants via:  one-on-one counseling, workshop or site visit

2. Applicant submits information and documentation per Application Checklist

3. Intermediary counselor reviews materials for completeness, asks applicant to remediate if necessary

4. Intermediary loan/grant committee reviews application; makes decision

5. For loans, applicant must sign personal guarantee; does not need to necessarily encumber specific assets for collateral

6. Data entered into Sage CRM database

7. Information in Sage reviewed by LED and OCD for accuracy and completeness; errors remediated

8. Invoices generated in Sage following State review, to include grant/loan capital and fees
9. Invoices reviewed and signed by intermediaries, sent back to LED

10. LED wires funding to Intermediary

11. Intermediary disburses funds to applicant

a. Loans 100% up-front (subject to environmental review if needed)
b. Grants 50% up-front; 50% upon business’s demonstration of use of first tranche of funds (from financial statements, bank statements, receipts, etc.) and submission of Disbursement Request Form
12. Intermediary monitors loans and grants

a. Loans – per standard loan protocol, along with CDBG regulations
b. Grants – business must show evidence of use of funds to receive second tranche, and upon use of first tranche

13. Intermediaries are expected to make customary and reasonable efforts to collect on loans
14. Audits on loans and grants will be performed by the State, as detailed in below
15.  Additional anti-fraud measures are also detailed below

Audits

Grants

· 10% of awarded grants, or approximately 350, will be audited

· Additional or other audits may also be performed from time to time at the discretion of either Louisiana Economic Development, the Office of the Governor, the Division of Administration or the Legislative Auditor

· Audits will be regionally selected on a pro-rata basis by number of grants per parish (e.g., Orleans, which will receive 43% of grants, will get 43% of audits)

· Within parish, audits will be randomly selected

· There will be two levels of grant audits:

1. Audit of Application and Data Entry (applied to all 10%, or ~350 companies)

· Application documentation and back-up materials will be verified

· Applications will be checked for completeness

· Applications will be checked for accuracy

· Data entry of application into Sage CRM database will be checked for accuracy and completeness

2. Audit of Appropriate Use of Funds (applied to 5%, or ~175 companies)

· Grant recipients will be visited on-site

· Evidence of use of funds will be verified via:

· Visual inspection of business assets (e.g., equipment)

· Review of supporting documentation (e.g., receipts for payment)

· Review of overall company data, including financial records

· If prevalent issues of non-compliance are found, the audit will be extended to other grant awardees

Loans

· 20% of awarded loans, or approximately 40, will be audited

· Additional or other audits may also be performed from time to time at the discretion of either Louisiana Economic Development, the Office of the Governor, the Division of Administration or the Legislative Auditor

· Audits will be regionally selected on a pro-rata basis by number of loans per parish

· Within parish, audits will be randomly selected

· There will be two levels of loan audits:

2. Audit of Application and Data Entry (applied to all 10%, or ~40 companies)

· Applications will be checked for completeness

· Applications will be checked for accuracy

· Application back-up materials will be verified

· Data entry of application into Sage CRM database will be checked for accuracy and completeness

· Adherence to intermediaries’’ standard underwriting procedures will be verified

3. Audit of Appropriate Use of Funds (applied to 10%, or ~20 companies)

· Grant recipients will be visited on-site

· Evidence of use of funds will be verified via:

· Visual inspection of business assets (e.g., equipment)

· Review of supporting documentation (e.g., receipts for payment)

· Review of overall company data, including financial records

· Review of compliance with environmental clearance, if required

· Review of compliance with labor standards, if required

· If prevalent issues of non-compliance are found, the audit will be extended to other grant awardees

Anti-Fraud

1. Multiple verification of business eligibility

As part of their grant and/or application to the BRGL, businesses are required to submit the following in order to establish eligibility:

	Item
	Examples



	· Proof of business organization or incorporation
	· Articles of Incorporation/Organization 

· Business license

· Federal tax form (incl. 1040 Schd. C)

	· Proof of address
	· Utility bill

· Lease agreement

· Tax returns

	· Proof of number of employees
	· Payroll statement

· State unemployment tax statement

· Federal form 941

	· Proof of physical loss (if required -  Zone B businesses only)
	· Estimates for repair

· Photos

· Insurance claims

	· Financial records


	· Federal tax statements/returns

· Company financial statements

· Bank statements

· Sales receipts

	· Owner information
	· Government-issued ID


2. Signed attestation of truth on grant and loan applications

In order for an application to be complete, business owners are required to sign an attestation that states:

“I hereby attest that all of the above information is complete and accurate to the best of my knowledge, and that if awarded a grant I will use the funds for legitimate business operating expenses only.  I understand that if awarded a grant I will receive 50% of the amount up-front, and then 50% of the amount after three months upon presentation of evidence of acceptable use of the first disbursement.”

3. Signature of detailed Terms and Conditions Letter required to be signed to receive first check

In the Terms and Conditions Letter, awardees must sign understanding of:

- Penalty for fraud

- Purpose of grant 

- Amount of grant

- Disbursement process

- SBA Duplication of Benefits

- Monitoring and Record Keeping

- Provision of Employment Data

- Provision of Tax Information 

- Regulations on Public Announcements

- Information on No Right of Assignment or Delegation

- Information on Revocation

- Affirmation of Information Provided in Application

4. Disbursement of 50% of grant funds up-front, with second 50% disbursed only with presentation of proof of legitimate use of first half of funds

In order to receive the second half of their funding, business owners are required to submit proof (e.g., receipts) of legitimate use of the first half of their funding.  This submission will be processed via a Disbursement Request Form, available on the web (or in paper version, if needed), and will be followed-up by the intermediary if insufficient proof is presented.

5. Consolidated entry of grant and loan applications into a universal electronic database

Entry of all applications into a single database, Sage CRM, will allow for screening for and elimination of duplicate applications, as all awardees will be cross referenced by business name, owner name and Federal Employee Identification Number (EIN).  Only one grant or loan is allowed for each majority owner or distinct business.  Consolidation of all data into a single database also allows for generation of tabular and graphic reports, which facilitate data review.

6. Review of applications in database by State program staff

Applications in the Sage CRM database are reviewed by Louisiana Economic Development and Office of Community Development staff to check for accuracy and compliance.  Any issues are immediately addressed in consultation with the responsible intermediary.  Final disbursement of funds will occur only after written authorization by the LED program manager on consolidated invoices.

7. Checking of awardees against Secretary of State lists and Department of Revenue tax records

The Secretary of State website is being used to provide an additional verification of the incorporation information supplied in applications, and the Department of Revenue will be checking for tax compliance.  Corporations not legally registered will not receive their funds.  Businesses not in compliance with State taxes, following April filings, will not receive the second half of their funds until in compliance (or under an approved Department of Revenue repayment plan) and may be required to repay funds received.

8. If applicable, review for environmental impact

Loan awardees who use desire to use their funds for construction will first have to pass a CDBG environmental review, conducted by LED and OCD, before they receive their funding

9. Audit of awards

10% of all grant and 20% of all loan awards will be subject to detailed audit by the state, including verification of official documents against state records, review of all application materials, and physical site visits to verify appropriate use of funds.  See “BRGL Audit Guidelines” for detail

10. On-going monitoring of awardees and intermediaries

Beyond the audit period, two levels of monitoring will occur:

· Awardees

· Grants:  grant awardees will be tracked longitudinal by LED in order to determine survival rate and growth rate (jobs and revenue).  This will be conducted via phone survey

· Loans:  loan awardees will also be tracked longitudinally for the same purposes.  Further, loan awardees, if funds were used for construction, will be monitored for compliance with Davis-Bacon labor regulations

· Intermediaries

· The seven intermediaries will be monitored on a monthly basis to ensure they are properly tracking grant disbursements and loan repayments, as well as keeping CDBG-required documentation (e.g., labor rates for construction loans)

Resources

In total, 350-400 companies from the first round of the Business Recovery Grant and Loan program will be audited.  This will require three additional staff to augment the one Director and one Program Manager currently dedicated full-time to program management.

Timing

All audits shall be completed within six months of initial disbursement, and will commence no sooner than 30 days after disbursement.

Audit Findings

All audit findings shall be recorded in detail by LED, and shall detail both compliance of application and use of funds.  Issues of non-compliance shall be categorized as either material or administrative.  Companies found to be in material non-compliance, or which received funds in error, will be required to repay grant or loan funds to the State, as per the Terms and Conditions agreement.

Intermediaries found to be negligent in their responsibilities will have action taken against them, including termination of contract, as per the Cooperative Endeavor Agreement.

Companies found to be willfully fraudulent will be prosecuted.

Funding Allocation

· Intermediaries will receive funds on a variable reimbursement basis to cover underwriting and monitoring, as calculated by:

· $7,000 for each loan closed
· $700 for each grant closed

· $300 for each loan processed but rejected

· $100 for each grant processed but rejected

Reimbursements will be made to intermediaries when loans/grants are first disbursed or rejected.

· Intermediaries will receive a flat fee of $50 for each grant and $500 for each loan closed to cover technical assistance related to grant and loan package preparation
· Intermediaries will receive up to $75,000 as an allocation to defray start-up expenses.  Note that this amount will not be recouped from future reimbursements
· The $38M 1st funding round of loans will consist of an allocation of $4,750,000 in loans per intermediary
Program Reporting

· All intermediaries to record applicant information and status on the Sage CRM system, to be provided and trained for by LED

· Reports, based on a template provided by LED, to be provided to LED on a monthly basis

· Lenders will comply with all federal regulations including but not limited to Community Development Block Grant regulations as per 24 CFR 570.482
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