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Project-Based Recovery Opportunity Program (PROP)

PROJECT-BASED RECOVERY OPPORTUNITY PROGRAM (PROP) OVERVIEW

The purpose of the program is to address the critical needs of businesses and residents by
achieving the following goals:

assist neighborhood and local economic development priorities

invest in commercial corridor revitalization

support key local and state industry sectors

spur long-term job creation, economic revitalization and long-term sustainability
employ disaster recovery resources to leverage private resources

arwdE

Awards will be based on CDBG eligibility, business or project readiness, availability of other
sources of funding, and ability to maintain business in the community or implement the project
in a timely manner. Applicants will be required to provide a plan detailing an acceptable use of
funds, including demonstration of how the grant/loan would be used.

The Project-based Recovery Opportunity Program targets mid-size businesses that are
located or intend to locate in an area suffering from the long-term effects of Hurricanes Katrina
and/or Rita. For-profit businesses, community-based non-profit organizations, community
development financial institutions and community-based economic development organizations
headquartered in or with significant operations in Louisiana are eligible to apply for direct low-
cost loans for an eligible project.

Individual businesses (for- profit, community-based non-profit organizations, community
development financial institutions and community-based economic development organizations)
are eligible to apply for funding for a specific major project. Awards will be based on CDBG
eligibility, business or project readiness, availability of other sources of funding, and ability to
maintain business in the community or implement the project in a timely manner. Applicants
will be required to provide a plan detailing an acceptable use of funds, including demonstration
of how the grant/loan would be used.
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Project-Based Recovery Opportunity Program (PROP)

PROP ELIGIBILITY REQUIREMENTS

Project Criteria

Projects must have:
1. A solid business and development plan
2. Current financial information and/or financial pro forma
3. Demonstrated ability to achieve the objectives proposed in the application (ability to
obtain other sources of funding, project readiness, etc.)
4. Supporting documentation
5. Commitment of private funds

Additional consideration will be given for projects that:

Create opportunities for new small and/or historically disadvantaged businesses
Preserve historic structures and/or are contextually appropriate for the neighborhood
Provide a critical or essential service to a recovering neighborhood

Demonstrate community support

Create additional Low to Moderate Income (LMI) jobs above the required minimum
Have a positive repayment and compliance history in previous CDBG programs

ok wbdE

General Eligibility

To be eligible for assistance under PROP, a business must meet the following criteria:

1. Planning to open a new business in an eligible parish or currently open in an eligible
parish with plans to expand.
Expansion is defined as:
a. renovation, expansion, construction or purchase of a new facility or location,
b. expanding capabilities, creating or expanding existing lines of business , or
¢. hiring and training new employees

2. Create a minimum number of jobs per project as determined by industry standards

3. Minimum annual gross revenue of $250,000 for existing businesses

4. Minimum equity investment > 10% of total project costs

5. CDBG funds cannot exceed 75% of total project costs

6. Eligible Parishes: Calcasieu, Cameron, Jefferson, Orleans, Plaguemines, St. Bernard, St.
Tammany, Vermilion, Acadia, Allen, Beauregard, Iberia, Jefferson Davis, Lafourche, St.
Charles, St. John the Baptist, St. Mary, Tangipahoa, Terrebonne, and Washington
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Project-Based Recovery Opportunity Program (PROP)

Miscellaneous Eligibility

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
Bars are eligible to receive awards; package liquor stores are not

Single & multi-family residential projects are not eligible

An owner may participate in a maximum of 2 projects/awards and the total sum of
ownership percentages must be < 100%

Eligibility issues that arise during the course of program implementation will be decided
by OCD-DRU via the Policy Clarification / Change Form process

AR S

o

2a PROP Eligibility Requirements.docx Page 2 of 2
Updated 5/28/2010






Project-Based Recovery Opportunity Program (PROP)

PROP DOCUMENTATION GUIDELINES

Required Documentation for Existing Businesses, Start-ups and Non-Profits:

1.

N

5.

6.

Written proposal outlining project scope and focus including but not limited to:
Business description

Source and use of funds

Project objectives

Area(s), industry(s), and people served by project

Detailed description of how and how many jobs the project will create
Realistic timetable of project start to completion

Personal and/or business competences and capabilities necessary to achieve
project success and completion

h. Supporting documentation (i.e. company history, resumes etc.)

@rooeoTp

A solid business and development plan

All current relevant financial information, such as financial statements, and project pro-
forma

Documentation of commitment of all sources of funding (equity/other sources of
financing)

Signed federal personal tax returns for all owners/principals for most recent three (3)
years

Copy of current government-issued identification for all owners/principals

Additional Required Documentation for Existing Businesses:

1. Tax returns for business including all schedules for prior three (3) years
2. Financial statements for last two (2) quarters
3. Proof of business/ownership structure
2b PROP Documentation Guidelines.docx Page 1 of 1
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Project-Based Recovery Opportunity Program (PROP)

PROP UNDERWRITING GUIDELINES

Loan Terms

=

Total award amounts will range from $500,000 to $5,000,000

2. Minimum loan term of five (5) years; maximum loan term of thirty (30) years
(Term will be determined by project type, size, and proposed use of funds)

3. Minimum annual interest rate of 1% (rate determined by project’s cash flow, ability to
service debt and risk assessment)

4. A portion of the loan may be forgivable based on timely repayment and adherence to
agreed upon project performance goals and plans

5. No pre-payment penalty

Underwriting Standards

All award applicants must meet the following minimum underwriting criteria:
1. Satisfactory credit history for all owners
2. Adequate current and/or projected debt coverage ratio (including all new debt service)
3. Personal guarantee of full loan amount is required for all business owners
4. All award applicants must meet the CDBG Underwriting Criteria of 24 CFR 570.209":

(1) That project costs are reasonable;

(2) That all other sources of project financing are committed;

(3) Documentation of need and that CDBG funds are not substituted for non-
Federal financial funding or support;

(4) That the project is financially feasible;

(5) That to the extent practicable, the return on the applicant’s equity investment
will not be unreasonably high; and

(6) That to the extent practicable, CDBG funds are disbursed on a pro rata basis
with other finances provided to the project.

A template/guide will be provided by OCD-DRU regarding how underwriting should be
conducted for these and any other required CDBG criteria.

! Note: there are no objective or absolute measures of satisfaction of these criteria
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Project-Based Recovery Opportunity Program (PROP)

Use of Funds

Eligible uses of proceeds include:

1.

Acquisition, construction, rehabilitation, installation or reconstruction of commercial real
estate

Purchase of equipment

Purchase of inventory

Ineligible uses of proceeds include:

N AWNE

Refinancing of State Bridge Loans

Refinancing of existing debt

Payment of any tax arrearages, governmental fines or penalties

Political or religious activities

Buying out any stockholder or equity holder in a business

Buying out or reimbursing any family member

Purchase of instruments or investments for the sole purpose of a return on investment
All other activities prohibited in the CDBG regulations in Part 570
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Project-Based Recovery Opportunity Program (PROP)

PROP PROGRAM GUIDELINES

Overview/Backaround

In Louisiana, the ongoing need to recover from the destructive effects of Hurricanes Katrina and
Rita has been compounded by the recent national credit crisis. In order to encourage private
and philanthropic investment, diversify the economy and extend opportunities to start-up and
early-stage innovative businesses, the State of Louisiana Office of Community Development
Disaster Recovery Unit (“OCD-DRU™) has designed Phase Il of the Business Recovery Grant
and Loan Program to focus support on key areas and target sectors.

The Business Recovery Grant and Loan Program (BRGL) was created in November 2006 to
provide financial assistance to small businesses negatively impacted by Hurricanes Katrina and
Rita. The program is funded through a grant from the U.S. Department of Housing and Urban
Development as eligible under Sections 105(a)15, 105(a)17 and 105(a)22(b) of the Housing and
Community Development Act of 1974. The activities must meet one of the following national
objectives: benefiting persons of low to moderate income; urgent need; or elimination of slums
and blight.

Phase | was launched in February 2007 with the goal of sustaining businesses that were
struggling to survive or reopen in the post-Katrina and Rita environment. BRGL Phase |
successfully provided over $85 million in grants and interest-free loans to over 3,600 small
businesses.

Phase Il was designed as a continuation of Phase | with a focus on businesses that had existed
prior to the hurricanes and were able to reopen. The guidelines were adapted to provide
assistance to worthy businesses that did not meet the requirements of Phase | but were
severely impacted by the storms. Applications were accepted during the summer of 2008.
Over 770 loan/grant awards were funded totaling over $62.5 million.

While Phase | and Phase Il provided much needed resources and capital to small businesses in
the affected parishes, the effects of the hurricanes are still evident. Some areas have been
slow to recover due to the slow return of residents as well as the overall economic downturn.
As the five year anniversary of Hurricanes Katrina and Rita approaches, many small businesses
that were located in the storm-affected areas have made the difficult decision not to reopen.

Applicants in Phase 111 will be divided into two program categories: Project Based Recovery
Opportunity Program (PROP) and Louisiana Innovation Program (LIP).

The purpose of both programs is to address the critical needs of businesses and residents by
achieving the following goals:

1. assist neighborhood and local economic development priorities
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Project-Based Recovery Opportunity Program (PROP)

invest in commercial corridor revitalization

support key local and state industry sectors

spur long-term job creation, economic revitalization and long-term sustainability
employ disaster recovery resources to leverage private resources

aprwn

PROP Program Description

The Project-based Recovery Opportunity Program targets mid-size businesses that are
located or intend to locate in an area suffering from the long-term effects of Hurricanes Katrina
and/or Rita. For-profit businesses, community-based non-profit organizations, community
development financial institutions and community-based economic development organizations
headquartered in or with significant operations in Louisiana are eligible to apply for direct low-
cost loans for an eligible project.

Individual businesses (for- profit, community-based non-profit organizations, community
development financial institutions and community-based economic development organizations)
are eligible to apply for funding for a specific major project. Awards will be based on CDBG
eligibility, business or project readiness, availability of other sources of funding, and ability to
maintain business in the community or implement the project in a timely manner. Applicants
will be required to provide a plan detailing an acceptable use of funds, including demonstration
of how the loan will be used.

Project Criteria

Projects must have:
1. A solid business and development plan
2. Current financial information and/or financial pro forma
3. Demonstrated ability to achieve the objectives proposed in the application (ability to
obtain other sources of funding, project readiness, etc.)
4. Supporting documentation
5. Commitment of private funds

Additional consideration will be given for projects that:

Create opportunities for new small and/or historically disadvantaged businesses
Preserve historic structures and/or are contextually appropriate for the neighborhood
Provide a critical or essential service to a recovering neighborhood

Demonstrate community support

Create additional Low to Moderate Income (LMI) jobs above the required minimum
Have a positive repayment and compliance history in previous CDBG programs

o0k wNE

General Eligibility

To be eligible for assistance under PROP, a business must meet the following criteria:
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Project-Based Recovery Opportunity Program (PROP)
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Planning to open a new business in an eligible parish or currently open in an eligible

parish with plans to expand.

Expansion Is defined as:
a. renovation, expansion, construction or purchase of a new facility or location,
b. expanding capabilities, creating or expanding existing lines of business , or
c. hiring and training new employees

Create a minimum number of jobs per project as determined by industry standards
Minimum annual gross revenue of $250,000 for existing businesses

Minimum equity investment > 10% of total project costs

CDBG funds cannot exceed 75% of total project costs

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

Miscellaneous Eligibility

arODE
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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
Bars are eligible to receive awards; package liquor stores are not

Single & multi-family residential projects are not eligible

An owner may participate in a maximum of two awards and the total sum of ownership
percentages must be < 100%

Eligibility issues that arise during the course of program implementation will be decided
by OCD-DRU via the Policy Clarification / Change Form process

Required Documentation for Existing Businesses, Start-ups and Non-Profits:

PROP Application

All projects must have a completed application on the form provided. Information required in
the application includes, but is not limited to:

1.

No oA wN

Business description

Source and use of funds

Project objectives

Area(s), industry(s), and people served by project

Detailed description of how and how many jobs the project will create

Realistic timetable of project start to completion

Personal and/or business competences and capabilities necessary to achieve project
success and completion

Documentation of commitment of all sources of funding (equity/other sources of
financing)
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Project-Based Recovery Opportunity Program (PROP)

Additional Reguired Documentation

1. A solid business and development plan

2. All current relevant financial information, such as financial statements, and project pro-
forma

3. Signed federal personal tax returns for all owners/principals for most recent three (3)
years

4. Copy of current government-issued identification for all owners/principals

Supporting documentation (i.e. company history, resumes etc.)

6. Proof of business/ownership structure

o1

Additional Required Documentation for Existing Businesses

1. Tax returns for business including all schedules for prior three (3) years
2. Financial statements for last two (2) quarters

Loan Terms

=

Total award amounts will range from $500,000 to $5,000,000

2. Minimum loan term of five (5) years; maximum loan term of thirty (30) years
(term will be determined by project type, size, and proposed use of funds)

3. Minimum annual interest rate of 1% (rate determined by project’s cash flow and ability
to service debt)

4. A portion of loan may be forgivable based on timely repayment and adherence to
agreed upon project performance goals and plans

5. No pre-payment penalty

Underwriting Criteria

All award applicants must meet the following minimum underwriting criteria:

Satisfactory credit history of all owners

Adequate current and/or projected debt coverage ratio (including all new debt service)
Personal guarantee of full loan amount is required for all business owners

All award applicants must meet the CDBG Underwriting Criteria of 24 CFR 570.209":

PR

(1) That project costs are reasonable;

(2) That all other sources of project financing are committed;

! Note: there are no objective or absolute measures of satisfaction of these criteria
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Project-Based Recovery Opportunity Program (PROP)

(3) Documentation of need and that CDBG funds are not substituted for non-
Federal financial funding or support;

(4) That the project is financially feasible;

(5) That to the extent practicable, the return on the applicant’s equity investment
will not be unreasonably high; and

(6) That to the extent practicable, CDBG funds are disbursed on a pro rata basis
with other finances provided to the project.

A template/guide will be provided by OCD-DRU regarding how underwriting should be
conducted for these and any other required CDBG criteria.

Use of Funds

Eligible uses of proceeds include:
1. Acquisition, construction, rehabilitation, installation or reconstruction of commercial real

estate
2. Purchase of equipment
3. Purchase of inventory

Ineligible uses of proceeds include:

Refinancing of State Bridge Loans

Refinancing of existing debt

Payment of any tax arrearages, governmental fines or penalties

Political or religious activities

Buying out any stockholder or equity holder in a business

Buying out or reimbursing any family member

Purchase of instruments or investments for the sole purpose of a return on investment
All other activities prohibited in the CDBG regulations in Part 570

NSO RAWNRE

CDBG Requirements

This program is funded as an eligible activity under the Community Development Block Grant
Program. All requirements of the CDBG program that relate to the economic development
activities are applicable to PROP including:

1. Benefit to Low and Moderate Income persons -- 24 CFR 570.483 (b)(4) as job creation
or retention or 570.483 (b)(1) area wide benefit

2. Activities which aid in the prevention or elimination of slums or blight 24 CFR 570.483
(c) or designed to meet community development needs having a particular urgency 24
CFR 570.483(d)

3. Guidelines for evaluating and selecting economic development projects 24 CFR 570.209

4. Other program requirements -- 24 CFR 570.601 (Sub part K)
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5. Financial Records -- 24 CFR 570.502 and 24CFR 84.21
6. 24 CFR 570.603 Labor standards
7. 24 CFR 570.604 Environmental Standards

Program Documents/Manuals

OCD-DRU shall prepare a comprehensive program manual which shall include program
documentation guidelines, forms, loan applications and other documents necessary to the
implementation of the program.

Program Outreach

Businesses will be able to obtain information about program timing and participation at
http://www.doa.louisiana.gov/cdbg/DRHome.htm. Outreach will be organized and undertaken
by OCD-DRU, as per plans to be developed.

Program Administration

1. A committee comprised of OCD-DRU staff will review and select proposals

2. Funding availability will be announced through a Notice of Funding Availability

3. The application period will be open as long as funds are available

4. Audits of the awards shall be performed by the State for adherence to compliance and
performance requirements as detailed below

5. Program administered and managed by OCD-DRU

Environmental Review

It will be the applicant’s responsibility to obtain and submit a HUD Environmental Review
Record (ERR), completed by an environmental consultant, in accordance with 24 CFR Part 58.
As long as the consultant was properly procured, the expenses for this ERR is reimbursable as a
line item under soft costs.

NOTE: There can be no choice-limiting actions on the part of the developer/owner until
environmental clearance is received, and a Notice to Proceed is issued. The concept of
prohibiting “choice-limiting” actions is to prevent the developer from investing in a project
before all necessary environmental clearances are obtained. Market studies, environmental
studies, plan development, engineering or design costs, inspections and tests are not
considered “choice-limiting” actions.

“Choice-limiting actions” are defined as any activity that would have an adverse environmental
impact or limit the choice of reasonable alternatives, such as acquisition by the
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developer/owner (or any subsidiary of the developer), construction, demolition of buildings, or
rehabilitation or reconstruction of buildings.

Per 24 CFR Part 58.22, failure to comply with the prohibition against committing funds or taking
physical action (using either HUD funds or non-HUD funds) before the completion of the
environmental review process could result in loss of HUD assistance, cancellation of the project,
reimbursement by the developer/owner to HUD for the amount expended, or suspension of the
disbursement of funds for the affected activity.

General Monitoring Plan

Pre-Funding Review -- Eligibility Monitoring

1. Loans will be reviewed by OCD-DRU to ensure they meet PROP guidelines

2. Loans will be reviewed by OCD-DRU for adherence to HUD CDBG underwriting
guidelines:

Are project costs reasonable?

Are all sources of financing committed?

Funds are not substituting for non-Federal support?

Is the project financially feasible?

Is the return on equity reasonable?

Are CDBG funds being disbursed on a pro-rata basis?

~ooooTp

3. Loans will be reviewed by OCD-DRU for applicable CDBG Regulations depending on
funding use:

National Objectives

Civil Rights (incl. Section 3 and Section 504)

Environmental Requirements

Labor Requirements

Procurement Requirements

®ooow

4. On-site review of all businesses prior to funding

During Funding Review -- Performance Monitoring

1. Review of 100% of funded businesses’ records and documentation to:

a. Confirm program compliance
b. Manage program performance
c. Ensure continued compliance
d. Minimize fraud, waste and abuse
e. Assure timely and accurate disbursement of funds
2d PROP Program Guidelines.docx Page 7 of 11
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2. On-site review of all businesses during funding period within 1 year of closing

3. Review a 20% random sample of sub-recipient's contractor's documentation. If the
level of non-compliance is significant, the sample size will be increased by 10%

4. Verify that all files contain all required closing documents and related information

Post-funding Review

1. Verify files contain all required documentation, especially use of funds information
2. Require quarterly financial statements from all businesses due on the 30th of the month

following the previous quarter
Ongoing Loan Monitoring and Servicing of Recipients
1. OCD-DRU compliance staff monitors loans per standard loan protocol, along with CDBG

regulations
2. OCD-DRU is expected to make customary and reasonable efforts to collect on loans

Audit Findings

All audit findings shall be recorded in detail by OCD-DRU, 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, may be required to repay grant or loan funds to the State, as per the Terms and
Conditions agreement.

Companies found to be willfully fraudulent will be prosecuted.

Statement of Understanding. including signed attestation of truth on loan

applications
Once approved, business owners are required to sign an attestation that includes:

SBA Duplication of Benefits: The Small Business Administration will review all award
recipients for “Duplication of Benefit.” If it is found that you received an SBA loan for
your business for the purpose of repairing or replacing physical damage (i.e.,
equipment or inventory) due to Katrina and/or Rita, and that you are now receiving an
award for the same purpose, you may be required to use some or all of your award to
repay your SBA loan. This repayment will be made up-front by the Louisiana Office of
Community Development Disaster Recovery Unit (“OCD-DRU”) and you will then
receive the net proceeds, along with information about your Duplication of Benefit.
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Louisiana Department of Revenue: The undersigned understands that the Project-
Based Recovery Opportunity Program (“PROP”) has the authority to confirm with the
Louisiana Department of Revenue that the award recipient is in good standing with
Louisiana Department of Revenue. Award recipient must be in good standing in order
to receive award funds. If the Louisiana Department of Revenue cannot verify that
the award recipient is in good standing they will notify OCD-DRU, and a letter will be
issued to the award recipient informing them that they should contact the Department
of Revenue to discuss their account

Public Announcements: If the award recipient wishes to issue a public announcement
concerning this award, the text of the proposed announcement must be submitted to
OCD-DRU for review and approval prior to the release date. The Louisiana Office of
Community Development Disaster Recovery Unit (“OCD-DRU”) must be mentioned in
any public announcements. Approval shall not be unreasonably withheld.

No Right of Assignment or Delegation: The award recipient may not assign or
otherwise transfer its rights or delegate any of its obligations under this letter unless
expressly approved by OCD-DRU.

Revocation: OCD-DRU reserves the right to revoke this award if the funds are not
used for the stated purpose. The award recipient understands and agrees that
revocation of this award will require the return of all funds disbursed. The business
will be obligated to repay any funds received under this program in the event (a) its
application including any information provided therewith or thereafter, contains any
material misrepresentations; or (b) the award was made in error and the applicant is
not entitled to assistance under the Program Guidelines.

Monitoring and Records:

1. This award may be used only for the purposes stated herein. Documents providing
evidence of the use of the funds from this award shall be retained by award recipient
for five years from the date of disbursement of the initial installment of the award.

2. OCD-DRU reserves the right to monitor usage of award funds. Such monitoring will
include review that the entire amount of the award was used only for the expenses as
specified above in accordance with your proposal.

3. OCD-DRU may, during regular business hours and on reasonable notice to award
recipient inspect, audit, or copy records pertaining to this award. It is further agreed
that the Louisiana Legislative Auditor of the State of Louisiana, the Office of
Community Development, Division of Administration, and/or the U.S. Department of
Housing and Urban Development auditors or auditors contracted by them shall have
the option of auditing all records and accounts of award recipient that relate to this
grant at any time during normal business hours, as often as deemed reasonably
necessary, to audit, examine, and make excerpts or transcripts of all relevant data.
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4. Awardee’s failure to cooperate in such review will result in forfeiture of the award
Amount and awardee will be responsible for repaying the full amount of funds
disbursed.

Information Access Authorization: For determination of eligibility, the applicant should
submit information requested in the Application Checklist.

In the event that additional information not included with the initial application
checklist is required to obtain an approval on the credit request, the undersigned
agrees to provide that information in a timely manner to the loan officer processing
the request.

The undersigned gives permission to OCD-DRU to use its hame in its Annual Report
and in its marketing materials. No financial details will be released.

The undersigned authorizes OCD-DRU to obtain personal credit reports and business
credit reports, and also acknowledges that all information relative to the loan request,
including the application and related documentation, becomes the property of OCD-
DRU and will not be returned to the applicant.

Affirmation of Information Provided in Application: By the applicant’s signature below,
the applicant represents and warrants that he/she has read this application and
Statement of Understanding and attests that all information and documentation
furnished in connection with the application is true, accurate and complete to the best
of his/her knowledge and that any regulations relative to the PROP will be complied
with.

C. Consolidated entry of 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). Consolidation of all data into a
single database also allows for generation of tabular and graphic reports, which facilitate data
review.

D. Review of applications in database by State program staff

Applications in the Sage CRM database are reviewed by Louisiana 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 OCD-DRU program manager on consolidated
invoices.
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E. Checking of awardees against Secretary of State lists and Department of Revenue tax
records

The Secretary of State website may be 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 their funds
until in compliance (or under an approved Department of Revenue repayment plan) and may be
required to repay funds received.

F. Audit of awards

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. Auditing will be increased if warranted.
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POLICY CHANGE/CLARIFICATION FORM

The following policy clarification and/or change is proposed for the Louisiana Project-Based
Opportunity Program (PROP):

[Summary of proposed changes here]

Date

Name Signature Agree/Disagree Comment

Agree  Disagree

Agree  Disagree

Following completion of this form all participating parties will be formally notified of the agreed
upon policy clarification / change.
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PROP Application Checklist

Category Required Items
§ Applicant’s contact information and Signature
General Description form § Eligible Parish'
§ Funds Breakdown
Project Time Schedule § Completed Prop Program Time Schedule
§ Census Tracts and/or block groups by number
Proiect Mans § Location of proposed improvements
J P § Specified locations of each activity and identification of relevant
adjacent landmarks
§ Specific description of how PROP Funds will be used and the
role they will play in the total project
. o § Contact Information for: Private participant(s), other public
Project Description . . . L
participant(s), Person(s) who prepared financial projections and
financial statements, Person(s) who provided certification or
estimates of project costs
Private Sector Participant § Letter pf comml'tmi(iant or equivalent document signed by
authorized official.
Financing Sources § Documented proof & amounts of all funding sources for project
§ Estimated/Certifications of construction cost (Engineer/Architect
Project Costs estimates)
§ Third Party estimates for purchase of equipment
. . § Existing Businesses: Previous 3 years incomes statements and
Financial Statements .
balance sheets (signed)
§ Completed application forms or other equally detailed
Pro Forma Financial statements
Statements § 2 Years monthly projections
§ 5 Years annual projections
Personal Financial Statements |§ Financial Statements for all > 20% owners
Business Data Sheet § Company: structure, history, and ownership
Management Resume(s) § Resume(s) for principal(s)
Evidence of Feasibility § Back-up documentation (pg.33)
§ LMI Jobs form
National Objective § Non-LMI Jobs form
§ Method of recruiting, hiring , and training form
Disclosure Report § Completed report from application

' 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

" May contain contingency based on inclusion of PROP Funds

3b PROP Application Checklist.docx Page 1 of 1

Updated 5/28/2010






Project-Based Recovery Opportunity Program (PROP)

PROP MONITORING PLAN SUMMARY

Pre-Funding Review -- Eligibility Monitoring

1. Loans will be reviewed by OCD to ensure they meet BRGL PROP guidelines (Using the
BRGL PROP Eligibility and Underwriting Review Checklist)

2. Loans will be reviewed by OCD for adherence to HUD CDBG underwriting guidelines:
Are project costs reasonable?

Are all sources of financing committed?

Funds are not substituting for non-Federal support?

Is the project financially feasible?

Is the return on equity reasonable?

Are CDBG funds being disbursed on a pro-rata basis?

~o a0 T

3. Loans will be reviewed by OCD for applicable CDBG Regulations depending on funding

use:
a. National Objectives
b. Civil Rights (incl. Section 3 and Section 504)
c. Environmental Requirements
d. Labor Requirements
e. Procurement Requirements

4. On-site review of all businesses prior to funding

During Funding Review -- Performance Monitoring

1. Review of 100% of funded businesses’ records and documentation to:
Confirm program compliance

Manage program performance

Ensure continued compliance

Minimize fraud, waste and abuse

Assure timely and accurate disbursement of funds

Tao o

2. On-site review of all businesses during funding period within 1 year of closing

3. Review a 20% random sample of sub-recipient's contractor's documentation. If the
level of non-compliance is significant, the sample size will be increased by 10%

4. Verify that all files contain all required closing documents and related information

4a PROP Monitoring Plan Summary.docx Page 1 of 2
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Post-funding Review

1. Verify files contain all required documentation, especially use of funds information

2. Require quarterly financial statements from all businesses due on the 30th of the month
following the previous quarter

4a PROP Monitoring Plan Summary.docx Page 2 of 2
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Project-Based Recovery Opportunity Program (PROP)

PROP FREQUENTLY ASKED QUESTIONS

Q — Where can | find the program application and related information?

A — There are several ways to get an application. The application will be posted on the OCD-
DRU website (http://www.doa.louisiana.gov/CDBG/dr/drhome.htm). Business owners may
also call 504-556-9793 to request that a copy of the application be mailed or e-mailed to
them.

Q — What documentation will 1 need to apply for PROP?
A — A complete documentation checklist will be available online the OCD-DRU website
(http://www.doa.louisiana.gov/CDBG/dr/drhome.htm) or mailed/e-mailed upon request.

Q — Can | access the application online?

A — Yes, application may be downloaded from the OCD-DRU website
(http://www.doa.louisiana.gov/CDBG/dr/drhome.htm). Applications will not be accepted
online.

Q — Is this program for start up businesses?
A — Start-ups are eligible to apply.

Q — What are the guidelines?
A — 1) The OCD-DRU website (http://www.doa.louisiana.gov/CDBG/dr/drhome.htm) will have a
comprehensive list when available.

Q — Once | apply, how will I be able to obtain the status of my application?

A — Your application will be assigned to a project manager upon receipt. The project manager
should contact you within five days of receiving your application. If you are not contacted,
you may call Constituent Services at (504) 556-9793 to obtain the contact information for
the project manager.

Q — When will I receive funds once approved?
A — Once approved, the project must undergo compliance and environmental review. The
process typically takes about six months to complete.

Q — What is the interest rate on the loan and for how long?
A — The minimum interest rate on the loan is 1% but may be higher depending on the project.

Q — Are there specific requirements in order to have a portion of the loan forgiven?

A — A pre-determined portion of the loan may be forgivable in order to reward projects for
timely repayment of principal and interest as well as for meeting defined performance
benchmarks. Benchmarks will include, but are not limited to: the creation/retention of jobs;
completion of construction of the building; purchasing and installation of equipment. Each
loan will be considered and underwritten for options on a case-by-case basis, but in all
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cases, forgivability will be used as an incentive to complete established benchmarks and not
as a method to make a weak project feasible.

Q — My company is a non-profit and therefore does not have owners. Are there any

other requirements in lieu of the personal guarantee?

A — Members of the Board of Directors may be required to sign a personal guarantee. The non-

profit may also be required to pledge additional assets not currently obligated.

Q — How is earned income portion of non-profit income calculated?
A — In order to determine a non-profit’'s ability to service debt, we will take the earned income

and subtract the associated expenses and other debt service from that income to determine
the non-profit's cash flow available for debt service. The earned income of a hon-profit is
defined and measured as income received from services provided or products sold. The
associated expenses with that earned income can either be determined through the non-
profit's accounts (if expenses are clearly separated), or if necessary on a pro-rata basis, as
compared to the non-profit's other sources of income and activities. Expenses related to
activities other than those that generate earned income are excluded from this calculation.
Revenue generated from grants, contributions, member fees/dues and donations are
excluded from earned income. Unrestricted and recurring grants might be considered on a
case-by-case basis as earned income. It will be the responsibility of the applicant to be able
to accurately account for a separation of earned income and associated expenses from
other revenue and expenses and to show how they are going to be able to repay the loan
amount requested. In all cases, the non-profits and the businesses should be able to
propose loan terms for consideration and the ED staff will determine whether or not the
proposed terms are reasonable or acceptable.
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Project-Based Recovery Opportunity Program (PROP)

PROP GLOSSARY OF TERMS

Disadvantaged Business Enterprise: A small business that 1) is at least 51% owned by one
or more socially and economically disadvantaged individuals or, in the case of any public-owned
business, at least 51% of the stock is owned by one or more socially and economically
disadvantaged individuals and 2) whose management and daily business operations are
controlled by one or more socially and economically disadvantaged individuals. An economically
and socially disadvantaged individual is a person who is a citizen or lawful permanent resident
of the United States and who is: 1) female, which includes any person of the female gender
including persons having origins of any of the ethnic groups described below and any person of
the Caucasian groups; 2) African-American, which includes persons having origins in any of the
black ethnic groups of Africa; 3) Hispanic-American, which includes persons of Mexican, Puerto
Rican, Cuban, Central or South American, or other Spanish or Portuguese culture or origin,
regardless of race; 4) Native-American, which includes persons who are American Indians,
Eskimos, Aleuts or native Hawaiians; 5.) Asian-Pacific American, which includes persons whose
origins are from Japan, China, Taiwan, Korea, Vietnam, Laos, Cambodia, the Philippines,
Samoa, Guam, the U. S. Trust Territories of the Pacific, and the Northern Marianas; 6) Asian-
American Indians, which includes persons whose origins are from India, Pakistan, and
Bangladesh; and 7) other individuals may be found to be socially or economically
disadvantaged on a case-by-case basis. Such individual cases may include, but are not limited
to a disabled Vietnam veteran, an Appalachian white male, or another person can lay claim to
being socially or economically disadvantaged. These owners must demonstrate that their
disadvantaged status arose from individual circumstances, rather than by virtue of membership
in a group.

Critical or essential service: Any service(s) or industry(s) that a specific community or group
of communities is lacking that would impact quality of life and/or health and well-being.
Examples include but are not limited to: supermarkets, pharmacies, continuing education, child
care, and health care. The burden of proof for demonstrating that a business meets these
criteria falls on the applicant. The PROP review committee will make the final determination as
to whether or not a project receives extra consideration for meeting these criteria.

Demonstrated community support: To include but not limited to letters from groups in the
community pledging tangible support to the project.

Equity Investment: Equity is defined as capital that has no guaranteed or mandatory
repayment or has no definite timetable for repayment of the capital investment, and cannot be
withdrawn at the contributor’s option without the permission of the superior debt holders.
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Equity includes: cash from principal(s); cash from investor(s) (not to be repaid with loan
proceeds); land and/or buildings already owned and less existing debt on said building/land that
are contributed to the project (to be valued at the lesser value of either the purchase price or
an appraisal in the last 12 months); purchase options to be deducted from sale price upon
exercising; and other project/development costs already paid that do not constitute a choice

limiting activity. Exclusions include, but are not limited to: any private financing and unsold tax
credits.

Other current relevant financial information. If applicable, the business may be asked to
provide the following and other additional financial documentation: aging of receivables;
manufacturing or purchasing contracts; and government contracts.
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Project-Based Recovery Opportunity Program (PROP)

Application Routing Slip (In-house)

Applicant Name:

Application #:

Action Completed by (Initials) Date

Application Received & Number Assigned

Applicant Notified of Complete/Incomplete
application

Completed Application Resubmitted
(If applicable)

Application distributed to PROP Committee Members

Request for more information sent to applicant
(If applicable) (attach request)

PROP Review Committee meeting scheduled
(Date: )

QNN ey 8 O

Applicant notified of Approved, Declined, or Tabled
(Circle One)

For Approved Applications:

@ Compliance Informational Meeting Scheduled
@ (Date: )

@ Final approval & Project Start Date set

@ Funds disbursed

For Tabled Applications:

@ Request for more information sent to applicant
@ (Attach Request)

@ Follow-Up Committee meeting scheduled
@ (Date: )

Notes: (Please included Dates):
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Project-Based Recovery Opportunity Program (PROP)

PROP Application Checklist

Category

Required Items

§ Applicant’s contact information and Signature
§ Eligible Parish (Calcasieu, Cameron, Jefferson, Orleans, Plaguemines, St. Bernard,
. St. Tammany, Vermilion, Acadia, Allen, Beauregard, lberia, Jefferson Dauvis,
General Description form Lafourche, St. Charles, St. John the Baptist, St. Mary, Tangipahoa, Terrebonne, and
Washington
§ Funds Breakdown
Project Time Schedule § Completed Prop Program Time Schedule
§ Census Tracts and/or block groups by number
Proiect Mans § Location of proposed improvements
J P § Specified locations of each activity and identification of relevant adjacent
landmarks
§ Specific description of how PROP Funds will be used and the role they will
play in the total project
Project Description § Contact Information for: Private participant(s), other public participant(s),
Person(s) who prepared financial projections and financial statements,
Person(s) who provided certification or estimates of project costs
Private Sector Participant § Letter of commitment or equivalent document signed by authorized official.
Financing Sources § Documented proof & amounts of all funding sources for project
Proiect Cost § Estimated/Certifications of construction cost (Engineer/Architect estimates)
roject Losts § Third Party estimates for purchase of equipment
. . § Existing Businesses: Previous 3 years incomes statements and balance
Financial Statements .
sheets (signed)
§ Completed application forms or other equally detailed statements
Pro Forma Financial Statements |§ 2 Years monthly projections
§ 5 Years annual projections
Personal Financial Statements § Financial Statements for all > 20% owners
Business Data Sheet § Company: structure, history, and ownership
Management Resume(s) § Resume(s) for principal(s)
Evidence of Feasibility § Back-up documentation (pg.33)
§ LMI Jobs form
National Objective § Non-LMI Jobs form
§ Method of recruiting, hiring, and training form
Disclosure Report § Completed report from application
National Objective (Circle One) |§& LMI, Urgent Need, Elimination/Prevention of Slum & Blight
Eligible Activity(s) (Circle One) § Section 105A: 8, 14, 15, 17, 19, or 22

Reviewer’s Initials

|:| Application is complete - all required documentation has been submitted

Date

7b PROP Application Checklist (internal).docx
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Application received by OCD & assigned to project manager

iy

[ Step 1: PM reviews application for completeness (2 days) ]
Incomplete: Lacking minimum required Questions: PM notifies applicant of additional
documentation & application thrown out. documents/ clarifications needed. (5 days for

applicant to respond)

\/ < 4

[ Complete Incomplete: If applicant does not
respond satisfactorily, application is
u deemed incomplete and thrown out.

PM forwards completed application to
underwriter (within 2 days of receipt of complete
applications)

Step 2: Underwriter spreads financials, pulls credit reports, makes a recommendation based
on review of all documents. Application and underwriting report forwarded to all
committee memhers (5 davs to comnlete)

Vi

Step 3: Application and underwriting report are reviewed by PROP committee members.
Committee members forward questions to PM. (5 days to submit questions to PM)

Step 4: Upon receipt, PM compiles questions from PROP
committee & submits questions to applicant (2 days to submit to

annlicant)
Applicant has 5 days to respond ) u
iL Incomplete: If applicant does not
Step 5: Prop committee meets to review the proposed underwritten respond satisfactorily application is
project. Committee makes a recommendation (Meeting scheduled deemed incomplete and thrown out.

w/in 5 days)

Committee may elect to schedule meeting with applicant
and/or conduct a site visit

d

7c PROP Application Flow Chart.docx Page 1 of 2
Updated 5/28/2010






[ Step 6: PROP committee makes final funding recommendation (1 day) }

3 possible funding recommendations: %

Application Recommendation- Application Recommendation — Tablgd Appllcatlgn: PM \_NIH cqntact
Approved applicant to obtain additional info or
Denied PP clarification to submit to PROP
(either as requested or modified) committee. Applicant has 10 working
days to respond.

u When information received application \
Step 7: Recommendations forwarded to Robin Keegan for final returns to step 3 /
approval. (3 days)

Funds not necessarily held for applicant WM
Ijl tabled /
[Ste[:_) 8: Project Manager notifies applicant of final decision & if

applicant is approved requests written acceptance from applicant

(w/in 7 days)

U

Step 9: PM schedules meeting between approved applicant and
compliance team to discuss CDBG Compliance Requirements.
(W/in 7 days of receipt of acceptance letter)

-

Step 10: PM will coordinate w/ OCD Legal to arrange for the loan documents to be developed. Legal office
will arrange & conduct closing in coordination w/ PM. (ASAP)

U

Step 11: Process to Receive Payment- CDBG costs will be paid on cost reimbursement basis for either
actual costs paid or incurred costs. Costs may not be paid or incurred prior to an award and completion
of the environmental review.

*All days are business days
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Louisiana Office of Community Development
Disaster Recovery Unit
State Administered CDBG Hurricanes Katrina and Rita

Notice of Funding Availability (NOFA) for the
Project-Based Opportunity Program (PROP)
For Economic Development

1) Summary

The Louisiana Office of Community Development Disaster Recovery Unit (“OCD-DRU”)
announces this Notice of Funding Availability (“NOFA”) from the Community Development Block
Grant (“CDBG”) Disaster Recovery Fund (the “Funds”) to be used within designated parishes
impacted by Hurricanes Katrina and Rita. The availability and use of these funds is subject to the
U. S. Department of Housing and Urban Development’s (“HUD”) approval of the State of Louisiana
Action Plan, submitted to HUD by the Office of Community Development pursuant to the
Hurricane’s Katrina and Rita CDBG State of Louisiana Plan for Disaster Recovery (“Action Plan”),
Subpart I of the regulations at Title 24 Part 570 of the Code of Federal Regulations. OCD-DRU has
been designated by the Governor of the State of Louisiana as the primary agency to administer the
Action Plan.

The purpose of the program is to address the critical needs of businesses and residents by
achieving the following goals:

1) assist neighborhood and local economic development priorities

2) invest in commercial corridor revitalization

3) support key local and state industry sectors

4) spur long-term job creation, economic revitalization and long-term sustainability
5) employ disaster recovery resources to leverage private resources

The Project-based Recovery Opportunity Program(PROP) targets mid-size
businesses that are located or intend to locate in an area suffering from the long-term effects of
Hurricanes Katrina and/or Rita. For-profit businesses, community-based non-profit
organizations, community development financial institutions and community-based economic
development organizations headquartered in or with significant operations in Louisiana are eligible
to apply for direct low-cost loans for an eligible project.

These funds are proposed to be made available in the form of loans to new or existing
businesses located in any of the twenty designated Hurricane Katrina or Rita “Impacted Parishes”
(Calcasieu, Cameron, Jefferson, Orleans, Plaguemines, St. Bernard, St. Tammany, Vermilion,
Acadia, Allen, Beauregard, Iberia, Jefferson Davis, Lafourche, St. Charles, St. John the Baptist, St.
Mary, Tangipahoa, Terrebonne, and Washington).

The NOFA complies with the requirements as stated in the Action Plan. This NOFA
establishes the award process, the application acceptance period and threshold criteria.
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2) Allocation of CDBG Funds
a) These funds are made available through the State of Louisiana’s allocation of CDBG Disaster

Recovery funds from the U.S. Department of Housing and Urban Development (HUD).
These CDBG Disaster Recovery funds have been set-aside solely for economic
development activities in the impacted parishes by Hurricanes Katrina or Rita.

The CDBG funds will be made available to individual businesses located in or willing to
locate in one of the Impacted Parishes. The applications will be processed through a first
come, first serve application process. All applications submitted will be evaluated for
eligibility and threshold criteria. Applications that successfully satisfy eligibility and
threshold criteria will then be reviewed for financial feasibility and environmental review.
Recommendations for funding will be made only for applications that have met all
evaluation criteria to the satisfaction of the program.

b) Maximum award amount is $5,000,000. Minimum award amount is $500,000.

¢) The application acceptance period for this NOFA will begin on May 26, 2010. Based on the

availability of funds, OCD-DRU wiill accept applications from the date this NOFA is published
on an ongoing basis until all funds are expended.

d) Awards will be made as loans with a portion that may be forgiven, except in instances where

an applicant receiving an award requires and/or requests an alternate loan structure in
order to make the award conform to the requirements of other financing for the same
development. (i.e., CDBG funds provided as a grant would reduce tax credit eligible basis)

3) Eligible Activities and Applicants
General Eligibility

To be eligible for assistance under the Project-Based Opportunity Program (PROP), a business
must meet the following criteria:

1.

ok w

Planning to open a new business in an eligible parish or currently open in an eligible parish
with plans to expand; expansion is defined as:
a. renovation, expansion, construction or purchase of a new facility or location
(and/or)
b. expanding capabilities, creating or expanding existing lines of business
(and/or)
c. hiring and training new employees

Create a minimum number of jobs per project, to be determined by OCD-DRU based on
industry type

Minimum annual gross revenue of $250,000

Minimum equity investment > 10% of total project costs

CDBG funds cannot exceed 75% of total project costs





6.

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

Miscellaneous Eligibility

arLOdE

o

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
Bars are eligible to receive awards; package liquor stores are not

Single & multi-family residential projects are not eligible

An owner may participate in a maximum of 2 projects/awards and the total sum of
ownership percentages must be < 100%

Eligibility issues that arise during the course of program implementation will be decided by
OCD-DRU via the Policy Clarification / Change Form process

Eligible Use of Funds

Eligible uses of proceeds include:

1.

2.
3.

Acquisition, construction, rehabilitation, installation or reconstruction of commercial real
estate

Purchase of equipment

Purchase of inventory

Underwriting Criteria

All award applicants must meet the following minimum underwriting criteria:

1.
2.
3.
4.

Satisfactory credit history for all owners
Adequate current and/or projected debt coverage ratio (including all new debt service)
Personal guarantee of full loan amount is required for all business owners
All award applicants must meet the CDBG Underwriting Criteria of 24 CFR 570.209":
(1) That project costs are reasonable;
(2) That all other sources of project financing are committed;

(3) Documentation of need and that CDBG funds are not substituted for
non-Federal financial funding or support;

(4) That the project is financially feasible;

(5) That to the extent practicable, the return on the applicant’s equity investment
will not be unreasonably high; and

(6) That to the extent practicable, CDBG funds are disbursed on a pro rata basis
with other finances provided to the project.

A template/guide will be provided by OCD-DRU regarding how underwriting should be conducted

! Note: there are no objective or absolute measures of satisfaction of these criteria
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for these and any other required CDBG criteria.

4) Documentation Requirements and Additional Consideration

PROP Application

All projects must have a completed application on the form provided. Information required in the
application includes, but is not limited to:

1.

No ok WN

Business description

Source and use of funds

Project objectives

Area(s), industry(s), and people served by project

Detailed description of how and how many jobs the project will create

Realistic timetable of project start to completion

Personal and/or business competences and capabilities necessary to achieve project
success and completion

Documentation of commitment of all sources of funding (equity/other sources of financing)

Additional Required Documentation

1.

N

o0k W

A solid business and development plan

All current relevant financial information, such as financial statements, and project
pro-forma

Signed federal personal tax returns for all owners/principals for most recent three (3) years
Copy of current government-issued identification for all owners/principals

Supporting documentation (i.e. company history, resumes etc.)

Proof of business/ownership structure

Additional Required Documentation for Existing Businesses

1.
2.

Tax returns for business including all schedules for prior three (3) years
Financial statements for last two (2) quarters

Additional consideration will be given for projects that

ok wNE

Create opportunities for new small and/or historically disadvantaged businesses
Preserve historic structures and/or are contextually appropriate for the neighborhood
Provide a critical or essential service to a recovering neighborhood

Demonstrate community support

Create additional Low to Moderate Income (LMI) jobs above the required minimum
Have a positive repayment and compliance history in previous LED/OCD-DRU CDBG
programs





5) Ineligible Use of Proceeds
4. Ineligible uses of proceeds include:

a.) Refinancing of State Bridge Loans
b.) Refinancing of existing debt
c.) Payment of any tax arrearages, governmental fines or penalties
d.) Political or religious activities
e.) Buying out any stockholder or equity holder in a business
f.) Buying out or reimbursing any family member

g.) Purchase of instruments or investments for the sole purpose of a return on
investment

h.) All other activities prohibited in the CDBG regulations in Part 570

6) Site Restrictions

Applicant properties must be located within the 20 impacted parishes directly affected by
Hurricanes Katrina and/or Rita.

7) Application Review Process

Review and Assessment of Applications. Applications submitted for consideration
for CDBG Disaster Recovery funding under this NOFA will be reviewed according to the process
outlined in this subsection. An Application, during any of these stages of review, may be
determined to be ineligible as described in Items 3 through 5 of this NOFA. Applicants will be
promptly notified in these instances.

Eligibility Criteria Review. All Applications will first be reviewed as described above.
Applications will be confirmed for eligibility for funding.

Documentation Submission Review. Applications will be reviewed for documentation.
Applications not meeting documentation requirements will be notified of any administrative
deficiencies; in each event the applicant will be given an opportunity to correct such deficiencies.
Applications not meeting documentation requirements after receipt and review of the
administrative deficiency response will be considered incomplete and the applicant will be
provided a written notice to that effect.

Administrative Deficiencies. If an application contains administrative deficiencies which,
in the determination of OCD-DRU staff, require clarification or correction of information submitted
at the time of the application, OCD-DRU staff may request clarification or correction of such
administrative deficiencies. OCD-DRU staff will request clarification or correction in a deficiency
notice in the form of an email, or if an e-mail address is not provided in the application, by
facsimile, and a telephone call (only if there has not been confirmation of the receipt within 24
hours) to the applicant and one other party identified by the applicant in the application advising
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that such a request has been transmitted. If administrative deficiencies are not clarified or
corrected to the satisfaction of OCD-DRU by 5:00 p.m. on the fifth business day following the date
of the deficiency notice, then the Application will move behind and be processed after all
Applications received to that date. The time period for responding to a deficiency notice begins at
the start of the business day following the deficiency notice.

OCD-DRU maintains the discretion to allow exceptions in these requirements. All
exceptions must be approved by senior management staff.

Financial Evaluation. OCD-DRU shall underwrite an Application to determine the
financial feasibility and amount of requested funds needed for the project to arrive at an
appropriate level of CDBG Disaster Recovery Funds. In determining an appropriate level of CDBG
Disaster Recovery Funds, OCD-DRU shall, at a minimum, evaluate the estimated cost of the
project needed based on verifiable estimates from reputable contractors. OCD-DRU shall
evaluate acceptable cost parameters as evidenced in the third-party verified scope of work or
property condition assessment. Underwriting will include a determination by OCD-DRU, that the
amount of CDBG Disaster Recovery Funds recommended for commitment is necessary for the
financial feasibility of the project.

Compliance Evaluation. After OCD-DRU has determined that a project is financially
feasible, it will be reviewed for evaluation of the compliance status by the OCD-DRU’s Compliance
Division.

Site Evaluation. Site conditions shall be evaluated through a physical site inspection by
OCD-DRU or a third party designated by OCD-DRU. Such inspection will evaluate the project site
based upon the criteria to be determined and the inspector shall provide a written report of such
site evaluation. “Unacceptable” sites include, without limitation, those containing an immitigable
environmental factor that may adversely affect the health and safety of the residents.

Environmental Review. It will be the applicant’s responsibility to obtain and submit a
HUD Environmental Review Record (ERR), completed by an environmental consultant, in
accordance with 24 CFR Part 58. As long as the consultant was properly procured, the expenses for
this ERR is reimbursable as a line item under soft costs.

NOTE: There can be no choice-limiting actions on the part of the developer/owner until
environmental clearance is received, and a Notice to Proceed is issued. The concept of prohibiting
“choice-limiting” actions is to prevent the developer from investing in a project before all necessary
environmental clearances are obtained. Market studies, environmental studies, plan development,
engineering or design costs, inspections and tests are not considered “choice-limiting” actions.

“Choice-limiting actions” are defined as any activity that would have an adverse
environmental impact or limit the choice of reasonable alternatives, such as acquisition by the
developer/owner (or any subsidiary of the developer), construction, demolition of buildings, or
rehabilitation or reconstruction of buildings.





Per 24 CFR Part 58.22, failure to comply with the prohibition against committing funds or
taking physical action (using either HUD funds or non-HUD funds) before the completion of the
environmental review process could result in loss of HUD assistance, cancellation of the project,
reimbursement by the developer/owner to HUD for the amount expended, or suspension of the
disbursement of funds for the affected activity.

8) Submission and Review Process

The application acceptance period for this NOFA will begin on May 26, 2010.  For
guestions regarding this NOFA please contact Debra Willis at (504) 556-9793 or via e-mail at
debra.willis@la.gov.

All applications must be submitted with all required supporting documentation as described
in this NOFA and associated application materials. Application material must be submitted
on a Compact Disc (CD) with one signed original paper/hard copy.

All Application materials including NOFA, program guidelines, and all applicable CDBG
rules, will be available on OCD-DRU'’s website at
http://www.doa.louisiana.gov/CDBG/dr/drhome.htm.

Applications will be required to adhere to the CDBG Rule and threshold requirements in
effect at the time of the Application submission.  Applications must be on forms provided by
OCD-DRU, and cannot be altered or modified and must be in final form before submitting them to
OCD-DRU.

9) Contract Administration

Any activity funded under this NOFA will be governed by a written Contract that identifies the
terms and conditions related to the awarded funds. The Contract will not be effective until
executed by all parties to the Contract. Any amendments must be in writing. The Contract
will include provisions to ensure compliance with 24 CFR Part 570.

Applications must be submitted via overnight delivery or the U.S. Postal
Service to:

Louisiana Office of Community Development
Disaster Recovery Unit
Attn: Debra Willis
1515 Poydras Street, Suite 1100
New Orleans, LA 70112






Project-Based Recovery Opportunity Program (PROP)

PROP Review Committee Procedures

Objective

The Prop Review Committee is established to review all aspects of PROP Applications, including but not
limited to: project benefits, project costs, private financing sources, CDBG National Objective, CDBG
Eligible Activity, Comprehensive Underwriting, Loan structure(s), and all additional considerations. The
goal of the committee’s review is to make one of the following recommendations: Deny the application,
approve the application, or table/rework the application.

Members

The PROP Review committee will consist of 6 members who will attend all meetings after conducting a
preliminary review of all applications on the docket:

Tom Brennan

Rich Gray
Adrienne Celestine
Brian Roberts
Robert Stuart
William Hall

w W W W W W

Approval Process & Areas of Focus:

@ All PROP Committee members will have, at a minimum, reviewed each project application and
associated financial information prior to the committee meeting.

@ Project Manager will give brief presentation on each project outlining project benefits, project
drawbacks, and fulfillment of all eligibility criteria.

@ Lead underwriter (Brian Roberts) will give a brief presentation of the project/principal(s) relevant
financial information.

@ After the project and underwriting presentation, the committee will discuss the application, until a
majority consensus is reached, focusing specifically on the following areas/questions:

1) CDBG Components:
§ What National Objective does the project meet?
§ What eligible activities are associated with the project?
§ Is there a public benefit component to the project?
§ Does the project meet CDBG Underwriting standards?
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Project-Based Recovery Opportunity Program (PROP)

2) Project Specific Components:
8 What specific areas/communities does the project benefit & what characteristics of these
areas make it an attractive project?
§ How many jobs will be created/retained per $ CDBG contributed to the project? How many
and what percentage of those jobs will be LMI?
Does the project have a sound business plan?
What is the total project cost?
What % of the project will be funded by CDBG Dollars? (Extra consideration if <75%)
How much equity and in what form will be contributed to the project?
Are there other sources of private financing? Are they committed to the project?
What is the timeline of the project and is it feasible?
Does the underwriting show the project will have adequate cash flow to service all debt?
Is there cash available for working capital?
Are pro formas & other projections reasonable and comparable to industry standards?
Does the project meet all eligibility criteria? Have we already asked specific questions about
eligibility criteria in other questions? If so, remove this one
Does the project provide an essential service to the community? (extra consideration)
8 Does the project have demonstrated community support? (extra consideration)
§ Does the project benefit a community that was especially hard or slow to recover? (extra
consideration)

w W W W W W W W W W

wn

3) Principal/Company specific components:
8 Have the principal(s)/company submitted all relevant personal financial information?
8 Is the credit history of the principal(s)/company acceptable?
§ Do the principal(s)/company have adequate financial resources to guarantee the project?
§ Do the principal(s)/company have experience and/or capabilities to complete this type of
project?

@ At this point the committee may elect to deny the application or table the application and
schedule a site visit/meeting with the applicant.

@ If the committee consensus is to recommend approval of the project, the discussion will continue
in the following areas:

4) Loan Structure:
§ Is the requested amount reasonable? Should we approve at that amount?
§ What loan terms/structure was requested by the applicant?
8 Does the committee feel this is the best structure?
§ If not, what structure does the committee recommend?

79 PROP Review Committee Procedures.docx Page 2 of 3
Updated 5/28/2010





Project-Based Recovery Opportunity Program (PROP)

5) Compliance Considerations:

§
§
§
§

Has the applicant obtained an adequate environmental review?

If not, what is the estimated time to completion of the environmental review?
Are there any compliance issues specific to this project?

What is the timeline to closing?

The committee will then make one of the following recommendations: Deny the application, approve
the application, or table/rework the application. All recommendations will be forwarded to Robin
Keegan, Executive Director of OCD, for final decision.

79 PROP Review Committee Procedures.docx

Page 3 of 3
Updated 5/28/2010






L OUISIANA
PROJECT-BASED
RECOVERY
OPPORTUNITY
PROGRAM
(PROP)

COMPREHENSIVE
MANUAL






State of Louisiana
Office of Community Development
Disaster Recovery Unit
(“OCD-DRU™)

PROJECT-BASED RECOVERY
OPPORTUNITY PROGRAM
APPLICATION






CHECKLIST FOR ECONOMIC DEVELOPMENT APPLICATIONS

This checklist should not be included in the submitted application. This checklist is only
provided for your information and use during the preparation of your application. All forms
listed on this page are required for economic development applications.

FORM Page No. Completed
General Description 3
PROP Program Time Schedule 4
Map 5
Project Description 6
Project Feasibility 7-8
National Objective Form 9-11
Project Costs/Loan 12
Projected Financial Statements 13-18
Business Data Sheet 19-20
Engineer’s Cost Estimate 21-22
Disclosure Report 23-27
Signature Page 28
Instructions 29-38
Appendix A 39-41
Sample Documents 42-45






PROJECT-BASED RECOVERY OPPORTUNITY PROGRAM (PROP) APPLICATION

GENERAL DESCRIPTION

1. Applicant Name

2. Physical Domicile Address

3. Mailing Address (if different)

4. Applicant’s Email Address

5. Applicant’s Fax Number

6. Applicant’s Parish/Project Location

7. Total Amount of PROP Funds Requested
$

8. Signature of Applicant

9. Date

10. Typed Name/Title

11. Telephone Number






PROP PROGRAM TIME SCHEDULE

Private External Financing: (L.oan)
Land Acquistion

Building Acquistion

Building Construction/ Renovation
Machinery & Equipment

Net Inventory

Accounts Receivable

Operating Expenses

Private Internal Financing: (Equity)
Land Acquistion

Building Acquistion

Building Construction/ Renovation
Machinery & Equipment

Net Inventory

Accounts Receivable

Operating Expenses

PROP Funding
Land Acquistion

Building Acquistion

Building Construction/ Renovation
Machinery & Equipment

Net Inventory

Accounts Receivable

Q1

Q2

1st Year
Q3

Q4

Q5 Q6

2nd Year

Q7

Q8

Q9

3rd Year
Q10

Q11 Q12

Q1

Q2

1st Year
Q3

Q4

Q5 Q6

2nd Year

Q7

Q8

Q9

3rd Year
Q10

Q11 Q12






Provide Map(s) Here





PROP PROGRAM
ECONOMIC DEVELOPMENT APPLICANT NAME:

PROJECT DESCRIPTION






PROJECT FEASIBILITY
(Answer each question)

A Type of Project
Will the project expand a business presently in the community?

Yes No

If yes, please describe the existing business and how the project will expand the existing
business.

Will the project bring a new business to the community?

Yes No

Is the project a start-up company?

Yes No

If no, how long has the business been in operation?

Does the business provide an essential and/or important service to a recovery area?
Yes No

If yes, please provide an explanation:

What is the Northern American Industry Classification System code?
*

B. Required Attachments
The following items have been attached for each project:
(1) Letter of private investment and jobs commitment participant

Yes No N/A

* U.S. Department of Commerce





PROJECT FEASIBILITY
(Continued)

(2) Letter of commitment from lender(s) for remaining financing.

Yes No N/A

3) Letter(s) of commitment from other funding sources

Yes No N/A

4) Certifications or estimates of project costs from a 3rd party professional

Yes No

(5) Projected financial statements for five years, including balance sheet and income
statement

Yes No

(6) Financial statements (income statement for preceding three years and balance sheet for
the preceding four years)

Yes No N/A

(7) Business data sheet using required format
Yes No

(8) Market Feasibility Documentation

Yes No

9) Management Resumé

Yes No
(10)  Personal Financial Statements (For on all principal owners with 20% or more stock
ownership)
NOTE: For a start-up company and project all business and personal financial information

normally needed for a loan application will be required. Personal credit checks on the
principal owners will be made.
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NATIONAL OBJECTIVE FORM
LOW TO MODERATE INCOME BENEFIT = JOBS

A Low-Moderate Income Positions

(enter for each position; hours per week, hourly wage and number of

new weeks position will be paid annually - payroll will be calculated)

Annual

Occupation Classification Hours per Week | Hourly Wage Weeks Paid Payroll
1 0 0.00 0 -
2 0 0.00 0 -
3 0 0.00 0 -
4 0 0.00 0 =
5 0 0.00 0 =
6 0 0.00 0 -
7 0 0.00 0 -
8 0 0.00 0 -
9 0 0.00 0 =
10 0 0.00 0 =
11 0 0.00 0 -
12 0 0.00 0 -
13 0 0.00 0 =
14 0 0.00 0 =
15 0 0.00 0 =

B Non- Low-Moderate Income Positions

new

Annual

Occupation Classification Hours per Week | Hourly Wage Weeks Paid Payroll
1 0 - 0 -
2 0 - 0 -
3 0 - 0 -
4 0 - 0 :
5 0 - 0 -
6 0 - 0 -
7 0 - 0 -

8 0

9 0 - 0 -
10 0 - 0 -
11 0 - 0 -
12 0 - 0 -
13 0 - 0 -
14 0 - 0 -
15 0 - 0 -






NATIONAL OBJECTIVE
(Continued)

C. Percent low to moderate income benefit

Total Number of Low to Moderate Income Jobs
Total Number of Low to Moderate Income Jobs + Total Number of Non-Low to Moderate Income Jobs =

D. Method of recruiting, hiring and training low to moderate income persons by position

10





E. Attach a current payroll. Include each position by job title.
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PROJECT COSTS/LOAN

Project Costs by Activity:
AMOUNT & SOURCE OF FUNDS

Sources of Funds

Non-

Commercial . Other Disaster
Private Financial Commercial Public/Non Recover
Uses of Funds Equity/Investors Institution Flngnc!al profit CDBG TOTAL
Institution
Lender(s) Sources Funds
Lender(s)

1. Land Acquisition

From Appraisal

URA Compliance

2. Building Acquisition

From Appraisal

URA Compliance

3. Building

Construction
From Cost estimate

Labor Compliance

4. Building Renovation

From Cost estimate

Labor Compliance

5. Construction Soft
Costs

From Cost estimate

6. Capital Equipment

From Vendor Quotations

7. Net Inventory

From Projections: Inventory Balance
minus Accounts Payable Balance

8. Accounts Receivable

From Projected Balance Sheet

9. Operating Expenses

Projected Cashflow difference between
Revenues and Cash Expenses

10. Total

12






Projected Financial Statements

PROJECTED OPERATING STATEMENT

YEAR1 | YEAR?2

YEAR 3

YEAR 4

YEAR 5

SALES

- Cost of Goods Sold

= GROSS PROFIT

OPERATING EXPENSES

Officer Salaries

SGA Employee Wages

Other Employee Compensation

Professional Services

Sanitation/Water Utilities

Communications Utilities

Other Services

Rent Expense

Depreciation Expense

Business Taxes/Licenses

Other Expenses

OPERATING INCOME

NON OPERATING EXPENSES

Interest Expenses

Income Taxes

INCOME AFTER TAX

13






Projected Financial Statements
(Continued)

PROJECTED BALANCE SHEET

START

YEAR 1

YEAR 2

YEAR 3

YEAR 4

YEAR 5

Cash

Accounts Receivable

Inventory

Prepaid Expenses

Other Current

TOTAL CURRENT

Land

Building

Machinery and Equipment

Other Tangible Fixed

Accum Depreciation

Intangible Assets

TOTAL ASSETS

Accounts Payable Trade

Notes Payable

Accruals

PROP WC Loan

Other Current

Total Current

Long Term Debt (Private)

Long Term Debt (PROP)

Other Long Term

Capital Stock

Paid in Capital

Retained Earnings

Total Equity

Total Liability and Net Worth
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Projected Financial Statements

(Continued)

MONTHLY OPERATING PROJECTIONS

Month 1

Month 2

Month 3

Month 4

Month 5

Month 6

SALES

- Cost of Goods Sold

= GROSS PROFIT

OPERATING EXPENSES

Officer Salaries

Administrative Salaries

Marketing Salaries

Other Marketing Expenses

Legal, Accounting, Insurance

Rent

Transportation

Utilities

Other/Miscellaneous

Depreciation

OPERATING PROFIT

NON OPERATING EXPENSES

Interest Expenses

Income Taxes
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Projected Financial Statements

(Continued)

MONTHLY OPERATING PROJECTIONS

Month 7

Month 8

Month 9

Month 10

Month 11

Month 12

SALES

- Cost of Goods Sold

= GROSS PROFIT

OPERATING EXPENSES

Officer Salaries

Administrative Salaries

Marketing Salaries

Other Marketing Expenses

Legal, Accounting, Insurance

Rent

Transportation

Utilities

Other/Miscellaneous

Depreciation

OPERATING PROFIT

NON OPERATING EXPENSES

Interest Expenses

Income Taxes
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Projected Financial Statements

(Continued)

MONTHLY OPERATING PROJECTIONS

Month 13

Month 14

Month 15

Month 16

Month 17

Month 18

SALES

- Cost of Goods Sold

= GROSS PROFIT

OPERATING EXPENSES

Officer Salaries

Administrative Salaries

Marketing Salaries

Other Marketing Expenses

Legal, Accounting, Insurance

Rent

Transportation

Utilities

Other/Miscellaneous

Depreciation

OPERATING PROFIT

NON OPERATING EXPENSES

Interest Expenses

Income Taxes
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Projected Financial Statements

(Continued)

MONTHLY OPERATING PROJECTIONS

Month 19

Month 20

Month 21

Month 22

Month 23

Month 24

SALES

- Cost of Goods Sold

= GROSS PROFIT

OPERATING EXPENSES

Officer Salaries

Administrative Salaries

Marketing Salaries

Other Marketing Expenses

Legal, Accounting, Insurance

Rent

Transportation

Utilities

Other/Miscellaneous

Depreciation

OPERATING PROFIT

NON OPERATING EXPENSES

Interest Expenses

Income Taxes

18






BUSINESS DATA SHEET

DATE PREPARED

NAME OF BUSINESS:

ADDRESS:

TELEPHONE:

DATE STARTED: DATE INCORPORATED:

STATE AND PARISH (COUNTY) OF INCORPORATION:

FILE OR RECORD NUMBER OF INCORPORATION:

IS THIS COMPANY A SUBSIDIARY OR AFFILIATE OF ANOTHER?

NAME AND ADDRESS OF PARENT OR AFFILIATE:

FEDERAL INCOME TAX STATUS AND FILING OF BUSINESS:

Sole Proprietorship  (IRS Form 1040 Schedule C)
Partnership (IRS Form 1065 w/Schedule K-1)
S Corporation (IRS Form 1120S)

C Corporation (IRS Form 1120)

NAME UNDER WHICH COMPANY FILES:

PRIMARY PRODUCTS OR SERVICES OF COMPANY:

NORTH AMERICAN INDUSTRIAL CLASSIFICATION SYSTEM:

COMPANY OFFICERS AND MANAGEMENT PERSONNEL.:
NAME POSITION (ORGANIZATION)

COMPANY SHAREHOLDERS (20% or more):
NAME ADDRESS % OWNERSHIP

19
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BUSINESS DATA SHEET
(Continued)

COMPANY OFFICERS AND MANAGEMENT PERSONNEL: FUNCTIONAL AREA

NAME RESPONSIBILITY Resume Attached
Management Yes No
Sales and Marketing Yes No

Finance and Accounting Yes No

Research or Development  Yes No

NAME AND ADDRESS OF ACCOUNTING FIRM:

TYPE OF ANNUAL STATEMENTS PREPARED

Compilation Reviewed Audited

NAME UNDER WHICH ANNUAL STATEMENT IS PREPARED:

COMPANY'S FISCAL YEAR ENDING DATE:

DATE OF ISSUE FOR LAST ANNUAL STATEMENT:

20





ENGINEER OR ARCHITECT’S COST ESTIMATE
(Refer to the instructions for the specific information that must be included herein. Attach additional
sheets if necessary.)

Estimated number of weeks of construction:

Estimated number of parcels to be acquired:

Signature of Date
Licensed Architect/Engineer

21






Example of Cost Estimate

ENGINEER OR ARCHITECT’S COST ESTIMATE

additional sheets if necessary.)

(Refer to the instructions for the specific information that must be included herein. Attach

CONSTRUCTION:

Licensed Architect/Engineer

UNIT OF UNIT
DESCRIPTION QUANTITY | MEASURE PRICE AMOUNT
Mobilization Lump Lump Sum $ $
10” In-Place Cement Stabilized Sg. Yd. $ $
Base Course
10” PCC Pavement Sq. Yd. $ $
Aggregate Surface Course Cu. Yd. $
24" Corrugated Metal Pipe Lin. Ft. $ $
6” PVC Water Main Lin. Ft. $ $
8” x 6” Taping Sleeve & Valve Each $
Fire Hydrants Each $ $
Subtotal: $
Contingencies: $
Total Estimated Construction Cost: $
ENGINEERING:
Engineering Services
Basic Services 0.00% -
Resident Project Representation 0.00% -
Topographic Surveying 0| hours@ - -
Property Surveying
Acquisition - hours @ - -
Construction Layout -
Construction Staking 0 0 -
Geotechnical Engineering -
Testing -
other engr exp -
other engr exp -
other engr exp -
other engr exp -
other engr exp 0 0 -
Total Engineering Requested -
TOTAL PROJECT COST: $
Estimated number of weeks of construction:
Estimated number of parcels to be acquired:
Signature of Date
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DISCLOSURE REPORT

PART | - APPLICANT/GRANTEE INFORMATION

1.  Applicant/grantee name and address:

Phone # Federal Employer ID #

2. Thisisan: Initial Report X Updated Report

3.
a. Brief Description of Project Assisted/to be Assisted

PART Il - THRESHOLD DETERMINATIONS

1. Isthe amount listed at 3.e. (above) more than $200,000?  Yes No

2. Have you received or applied for other HUD assistance (through programs listed in Appendix A
of the Instructions) which when added to 3.e. (above) amounts to more than $200,000?

Yes No -

If the answer to either 1. or 2. of this Part is "yes", then you must complete the remainder of this report.

If the answer to both 1. or 2. of this Part is "no", then you are not required to complete the remainder
of this report, but you must sign the following certification.

I hereby certify that this information is true.

(Applicant Signature) (Date)
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PART Il - OTHER GOVERNMENT ASSISTANCE PROVIDED/APPLIED FOR

Provide the requested information for any other Federal, State and/or local governmental assistance, on
hand or applied for, that will be used in conjunction with the PROP program. (See Appendix A of the
Instructions for a listing of the HUD programs subject to disclosure.)

Name and Address of Agency
Providing or to Provide Assistance

Name of
Program

Type of
Assistance
(loan, grant, etc.)

Amount Requested
or Provided

24






PART IV — INTERESTED PARTIES

Alphabetical Listing of All | Social Security # Financial
Persons With a Reportable or Employer Type of Interest In
Financial Interest in the Identification # | Participation in E%%@Hﬁ%tn Project

Project (Optional) Project Date $and %

25






PART V - EXPECTED SOURCES AND USES OF FUNDS

This Part requires you to identify the sources and uses of all assistance, including PROP, which have
been or may be used in the project.

Source Use

PART VI - CERTIFICATION

I hereby certify that the information provided in this disclosure is true and correct and | am aware that
making any materially false, fictitious, or fraudulent statement or representation may subject me to
criminal penalties under Section 1001 of Title 18 of the United States Code. In addition, | am aware
that if | materially violate any required disclosure of information, including concealing a material fact,
I am subject to being fined under this title or imprisoned not more than five years, or both.

(Applicant Signature) (Date)
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SIGNATURE OF APPLICANT

TYPED/NAME AND TITLE OF APPLICANT

DATE
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INSTRUCTIONS

General Description Form (page 3)

Item |:

Item 2:

Item 3:

Item 4:

Item 5:

Item 6:

Item 7:

Item 8:

Item 9:

Item 10:

Item 11:

Enter applicant name (name of business and name of individual(s) submitting application).
Enter physical address of applicant (Street address, name of city and zip code)

Enter mailing address of applicant (P.O. box or street address, name of city, and zip code plus
four digits). (Note: For the four digit number, please contact your local post office).

Enter an Email address for the applicant. If the applicant does not have an Email address,
enter “Not Applicable”.

Enter applicant’s FAX number. If the applicant does not have a FAX number, enter “Not
Applicable”.

Enter the Parish in which the applicant is located and the parish in which the project will be
located.

Enter the total amount of funds being requested

The individual(s) submitting the application must sign on line 8.

Enter the date the application was signed.

Type or print the name(s) and title(s) of the individual(s) signing the application.

Enter the applicant’s telephone number.

Time Schedule/Program Activities (page 4)

A PROP award may have a duration of three years (twelve quarters). In this section, for each major activity,
indicate the projected expenditures by quarter. The expenditures should reflect all funds (PROP and other)
being projected for each category. These projections should correspond with the financial projection forms.

Projected employment should be entered each quarter for the additional employees hired each

quarter.

Maps (page 5)

A map(s) that delineates the following items for the target area must be included in the application

package:
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1. census tracts and/or block groups by number;
2. location of proposed improvements;
3. identify related and adjacent landmarks and facilities; and

4. specific location of each activity.

Project Description Form (page 6)

You must describe the business’s operation:
~sales history of business and overall market
~product development
~growth and expansion potential
~sources and uses of financing including debt repayment

You must provide a brief description of the specific uses of the PROP funds and the role they will play
in the total project. Quantitative information is required.

Any acquisition of real property with PROP Program funds may be subject to the dictates of the
Uniform Relocation Assistance and Real Property Acquisitions Policies Act of 1970, commonly
referred to as the “Uniform Act”. The acquisition of real property with PROP Program funds or other
funds in conjunction with the project must be explained in detail whether the acquisition occurs prior to
or after the receipt of PROP funds. If the real property has already been acquired, document in detail
how the fair market value of the property acquired was determined.

It is vital to recognize that PROP Economic Development funds are intended to generate long term
employment accessible to low and moderate income persons by stimulating new private investment in
the community. To the extent practicable, no PROP funds should substitute for available private funds
or for other non-federal funds for infrastructure projects (24 CFR 570.209(a)(3) ).

At the end of the project description, you must provide names, addresses and telephone numbers for the
following:

1. Private participant contact person

2. Other public participants.

3. Persons who prepared the financial projections and previous financial statements
4. Persons who provided certifications or estimate of project costs.

Project Feasibility (pages 7-8)

The applicant must provide documentation assuring that the project is viable, costs have been accurately
projected, and any loans can be repaid. The State must be able to determine the project is financially
feasible, that the private sector participant has the financial resources to carry out the project, and is
economically feasible; in other words, that the private sector resources can produce the employment and
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output projected (24 CFR 570.209 (a)). These assurances require documentation, e.g. letter of financial
commitment, estimates of construction costs signed by a State registered engineer or architect, prior
history financial statements, etc. The private sector participant must accurately identify the North
American Industry Classification System code. Applicants can obtain this information from the
following website http://www.naics.com/search.htm. In completing this part of the application, you must
answer the six questions under A. Type of Project, and provide the requested information listed under B.
Required Attachments, and answer yes or no as to whether that information is attached. In preparing or
requesting the attachments, applicant should review the following requirements:

1. Private Sector Participant B.(1)

The private sector participant's commitment letter must be a firm commitment to undertake the
project. The commitment letter must:

e Be on a letterhead of the firm;

Be signed by an official authorized to commit the organization;
e Clearly indicate that the signatory has the authority to commit the organization;

e State a willingness of the signatory to sign a legally binding commitment upon award of
an PROP loan;

e State the total amount of private funds to be committed to the project;

e Must provide a clear statement of the developer's concept of the project; i.e., the location,
scope, and cost of the project and the developer's role in the project.

e Must state the present financial condition of the business to include acknowledging that all
debts and contingent liabilities have been disclosed; and

The developer must also state the specific reason(s) for the PROP assistance and describe the
appropriateness in quantitative terms. The State must be able to verify that the firm's need for funds
is appropriate to the project.

2. Financing Sources B.(2) and (3)

Financial sources must be disclosed in this section. Evidence of commitments from private sources is
required. The State must be able to determine that the source of funds is committed, that the terms
and conditions of the funds are known, and the source has the capacity to deliver (24 CFR 570.209
(@)(2)). This is accomplished by attaching a copy of a letter from the lender which must specify the
following:

e Amount of Loan and or Equity Capital: The financial source states the amount of the loan
being provided.
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e Type of Loan and or Equity Capital: Statement of the type of financing which is being
provided: Construction financing, interim financing, or permanent financing.

e Terms and Conditions: The financial source sets forth the terms and conditions of the
financing activity, such as:

» the purpose of the loan and the description of activities or improvements to be
financed with the loan;

» the interest rate; (specific percentage rate)

> the term; and

» security and collateral requirements.

e Contingency: The commitment may be made contingent upon approval of the PROP
award. If the lending sources have any questions concerning the PROP participation prior
to their commitment, they are strongly encouraged to contact the State.

The lender's letter may be a contingent letter rather than a commitment letter at the time the
application is filed. The letter must be on the letterhead of the financial institution and it must be
signed by a responsible official authorized to commit the institution. However, the lender involved
must have completed the credit analysis and other loan approval steps necessary to make a decision
on the loan approval and be willing to state that the project meets all the bank's credit criteria.

Other funding sources must also be noted in this section. Such funding sources could include other
state and local financial instruments, contribution from other sources or private loans. Loans from
non-lending institutions must substantiate their capacity to finance the indicated activities.

3. Project Costs B.(4)

Documentation of total project costs by major element (e.g., construction cost, machinery, land
acquisition, etc.) is required (24 CFR 570.209 (a)(1) ). The applicant must attach estimates or
certifications of construction costs (e.g., architects or engineers) and estimates for the purchase of
equipment. Third party estimates are required. Activities that are not adequately documented may be
considered ineligible for funding.

4.Pro Forma Financial Statements B.(5)

The applicant should use the included Projected Financial Statements, which will be used to
document the long and short range economic and financial feasibility of the project (24CFR 570.209
(@)(4). The applicant may use his own pro forma statements if they are equally detailed. The
information in the format requested not only facilitates a conventional financial analysis of the
project, but also the economic analysis in regards to employment and output growth.

5. Financial Statements B.(6)

For existing businesses, the previous three years income statements and balance sheets must be
included. These statements should be prepared in accordance with Generally Accepted Accounting
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Principles and signed by the preparer. An audited financial statement is preferred when it is
available. If audited statements are not available, then tax returns may be requested.

If applicant provides a reviewed and/or compiled set of financial statements that do not contain an
explanation of existing financial obligations, please attach a separate explanation and the necessary
support documentation for any financial obligations.

6. Business Data Sheet B.(7)

The applicant must provide basic information on the company’s structure, history and ownership as
outlined in the included Business Data Sheet.

7. Evidence of Feasibility B.(8)

The applicant must document the long and short range economic feasibility of the project by
submitting information to substantiate the sales projections (24 CFR Part 570 Appendix A (4)). For
existing manufacturing businesses, letters from potential customers indicating the possible sales
volume can be used. For businesses that do not have identifiable or established customers, a general
feasibility study can be used. The study should cover at least the following topics: trends in product
demand and industry growth, local-regional-national competition, market share, advertising and
pricing policies, and the location’s input advantages such as labor, transportation and national
resources.

8. Management Resume B.(9)

The applicant must submit a short resume on each of the principals of the business summarizing their
previous business experience including quantitative data such as sales volume, number of employees
supervised, and years of experience (24 CFR Part 570 Appendix A (4)(ii). Education and other
formal training should also be included. The resumes should be annotated to identify who is
responsible for the areas of sales, finance and accounting, and production. The State must be assured
that adequate expertise is available to make the project successful.

9. Personal Financial Statements B.(10)

The applicant must provide personal financial statements for all principal owners (20% or more stock
ownership) in a format as detailed as the Small Business Administration Form 413.

National Objective (pages 9-11)

Section A: Low To Moderate Income Positions

32





In this section, specify the projected number of low- and moderate income jobs that will be created
by the project. The purpose of this part of the form is to demonstrate that the project benefits low-
and moderate income persons (24 CFR 570.208(a)(4). Enter the number of positions by job title of
the permanent jobs to be created indicating which jobs require special skills or education, and which
jobs are part time if any, that will be filled by persons meeting the definition of low/moderate income
(24 CFR 570. 506 (b) (5)(i)(2)).

Low-Moderate income position: In order to qualify as a person from a low-moderate income family,
the total annual family income cannot exceed the low-moderate income limits of the area in which he
resides. Jobs can be considered available to low and moderate income persons if special skills that
can only be acquired with substantial training or work experience or education beyond high school
are not a pre-requisite to fill such jobs, or the business nevertheless agrees to hire unqualified persons
and provide them training; and the award recipient takes actions that would ensure that low and
moderate income persons receive first consideration for filling such jobs (24 CFR 570.483 (4) (iii)
(A)). To meet this requirement, a specific hiring plan or methodology may be used/proposed by the
employing business or firm. Examples include: i) specific hiring plan that uses referrals from the
Louisiana Job Service Office; ii) use of long-term unemployment as a hiring criteria by the company;
and/or, iii) implementation of a specific training program to guarantee employment to unskilled and
semi-skilled job applicants.

Section B: Non Low To Moderate Income Positions

In this section, specify the number of jobs that will be filled by non-low and moderate income
persons.

You must provide the following information for each occupational classification identified in
Sections A and B.

Occupational Classification - Identify each job by its occupational classification according to the
U.S. Department of Labor Standard Occupational Classification
System. This information can be found at the Bureau of Labor
Statistics home page http://www.bls.gov/soc.

Find the appropriate occupation under the major category and continue
to search. For example, if the business is going to hire someone to
assemble electrical equipment, such as an electric motor, you would
search the broad category: Production Occupations (51) on the
Standard Occupational Classification page and continue to Assemblers
and Fabricators (51-2), then select Electrical, Electronics, and
Electromechanical Assemblers (51-202) and finally search Electrical
and Electronic Equipment Assemblers (51-2022).

Hours Per Week — Enter total number of hours that each individual job classification is expected to
work each week.
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Hourly Wage or Salary - Enter the hourly wage or annual salary for managerial personnel to be paid
each classification.

Section C: Percent Low To Moderate Income Benefit

To obtain the percent of low-moderate income benefit, divide the total number of low-moderate
income persons hired or retained (Section A) by total number of full-time equivalent jobs from
Sections A & B.

Section D: Method of Recruiting, Hiring and Training Persons in Target Income Group

Indicate how the applicant will ensure that the commitment to the percent of low moderate income
persons entered in Section A for new or retained jobs will be held by the low/moderate income
group(24 CFR 570.506(5). If this information is contained in an executed employment or training
plan, please indicate that and attach a copy of the plan. This plan should include minimum
qualifications for each position, expected duration of training, source of training, etc.

Section E: Additional Information for Existing Businesses

In order to assist the office in documenting the benefit to low moderate income persons based on the
creation of jobs (24 CFR 570.506(5), the following will be required from existing businesses:

Each applicant that is an existing business will have to provide a current (at the time of application)
payroll identifying each position by job title.

Project Costs (page 12)

To the extent practicable, PROP funds used to finance economic development activities should be
disbursed on a pro rata basis with other funding sources (24 CFR Part 570 Appendix A (6)). These forms
will help the PROP staff determine the timing sequence of the different cost components of the project.

You should exercise extreme caution in completing this form and call PROP staff before making any
changes such as combining two line-items.

In completing Project Costs by Activity, you must break down the costs by use of funds (lines 1 through
9) and by the source of these funds. Then, all costs should be totaled (line 10 and last column). For
example, on line 1, land acquisition, if the developer is acquiring the land with his own funds, you would
put the cost under private equity column. If he is borrowing funds to pay for part of the land, you would
then put his portion under private equity and the borrowed portion under the lender column. All PROP
funds should be placed in the disaster funds column in the appropriate use of funds.

Projected Financial Statements (pages 13-18)

Five Year Annual Projections:

34






Five Year projections of operations and balance sheets are required of all applicants. The
formats are recommendations and the applicant may substitute their own projections.
However, operating statements must provide all the detail regarding employment costs
(wages and salaries and indirect employment costs) so OCD-DRU may review them for
consistency with employment projections elsewhere in the application. The first year
projection can be an entire year or the completion of the business’s current fiscal year.

Two Year Monthly Projections:

Two year operating projections are required for all loan applicants. The formats are
recommendations and the applicant may substitute their own projections.

Business Data Sheet (pages 19-20)

The Developer must provide some basic information on its history, legal status, and ownership in
order to help OCD-DRU develop a Written Agreement.

Engineer or Architect’s Cost Estimate (page 21)

All proposed construction activities must be accompanied by a detailed cost estimate prepared and
signed by a Professional Engineer or Architect licensed in the State of Louisiana. The cost
estimate shall contain the cost of construction, engineering fees, and related costs. The
construction estimate shall be a listing of construction items (as a bid proposal), estimated quantity,
unit of measure, unit price, and amount. A maximum of 10 percent is allowed for construction
contingencies.

Engineering and/or Architect fees shall be identified by type in a line item format. Typical items
include basic services, resident project representative, surveying (topographic), surveying
(property acquisition), construction staking, geotechnical investigation, and testing.

If any other funds (federal, local, etc.) will be used to complete the project, then the cost
estimate must identify the amount of those funds as well as the specific use of those funds.

The cost estimate must identify the estimated number of weeks of construction and the estimated
number of parcels to be acquired.

An example can be found on page 22.

Disclosure Report (pages 23-27)
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All applicants for or recipients of PROP Funds must complete and submit Parts | and 1l of the Disclosure
Report. At the completion of Part Il of the report, some applicants/recipients will find that they must also
complete Parts 111, 1V, V and VI of the Report.

Part | requires the applicant's name, address, phone and federal employer identification number; provide a
brief description of the project and the amount of PROP funds being requested . The requirements for
update reports are discussed on the following page.

Part Il requires information on any other Federal, State and/or local assistance that is to be used in
conjunction with the PROP program. "Other government assistance" is defined as including any loan, grant,
guarantee, insurance, payment, rebate, subsidy, credit, tax benefit or any other form of direct or indirect
assistance from the Federal government, the State (other than the PROP assistance requested/received the
application/grant award), or a unit of general local government, or any agency or instrumentality thereof, that
is available, or is expected to be made available with respect to the PROP project or activities. For purposes
of this definition, other government assistance is expected to be made available if, based on an assessment of
all the circumstances involved, there is reasonable grounds to anticipate that the assistance will be
forthcoming or if other funds were identified in the application. If the applicant has no other government
assistance to disclose, then state "No other government assistance has been applied for or will be provided"
on this form.

Part I11 requires the identification of interested parties. Interested parties are persons and entities with a
reportable financial interest in the project. Person and “entity” means an individual (including a consultant,
lobbyist, or lawyer), corporation, company, association, authority, firm, partnership, society, state, unit of
general local government, governmental entity or agency, Indian tribe, and any other organization or group
of people. If an entity is being disclosed, the disclosure in Part IV must include an identification of each
officer, director, principal stockholder or other official of the entity. All consultants, developers or
contractors involved in the application for PROP assistance, or in the planning, development or
implementation of the project, must be identified as an interested party. Also, any other person or entity that
has a pecuniary interest in the project that exceeds $50,000 or ten percent of the PROP assistance, whichever
is lower, must be listed as an interested party. Pecuniary interest means any financial involvement in the
project, including (but not limited to) situations in which an individual or entity has an equity interest in the
project, shares in any profit or resale or any distribution of surplus cash or other assets of the project or
receives compensation for any goods or services provided in connection with the project. (The following are
not considered interested parties: local PROP administrative staff, recipients of housing rehab assistance,
and rehab contractors as long as the rehab agreement is between the property owner and the contractor.) The
financial interest in the project must be identified both as a dollar amount and as a percentage of the total
amount of the PROP funds.

It is realized that at the time of application, applicants may not be aware of all interested parties since
contracts and agreements for goods and services are not generally awarded until after notice of grant award.
Subsequent to grant award, as projects are being implemented, funds will be committed to interested parties
which will necessitate the submission of an updated Disclosure Report. However, if other governmental
assistance is identified under Part 11 of the Disclosure Report to be used in conjunction with the PROP funds
and, if these other funds have been committed to interested parties, then those interested parties must be
identified in Part IV of the initial report.

Entry of the social security number or federal employer identification number is optional.
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Part IV requires applicants/recipients to identify the sources and uses of all funds to be used in conjunction
with the PROP funded project. The sources and uses must include all the other assistance identified in Part
111 as well as the PROP funds identified in Part I, items 3c. and 3d.

Part V requires a signed certification by the applicant.

Updated Reports

All applicants/grantees who have submitted initial disclosure reports are required to submit updated
disclosure reports whenever any of the following instances occur:

1.

The applicant/grantee discovers that information was omitted from its initial report or any updated
reports.

Additional persons or entities can be identified as interested parties. These are persons or entities that
did not have a pecuniary interest when the initial or last updated report was submitted.

There is a change in other government assistance that exceeds the amount of assistance that was
previously disclosed.

There is a change in the pecuniary interest of any person or entity that exceeds the amount of all
previously disclosed interests by the lesser of $50,000 or ten percent of such interest.

For all projects receiving a tax credit under federal, state, or local law, there has been a change in the
expected sources or uses of funds that were previously disclosed.

There is a change in the expected source of funds from a single source that exceeds the lesser of the
amount previously disclosed for that source of funds by $250,000 or ten percent of the funds
previously disclosed for that source.

There is a change in the expected sources of funds from all sources previously disclosed that exceeds
the lesser of $250,000 or ten percent of the amounts previously disclosed from all sources of funds.

There is a change in a single expected use of funds that exceeds the lesser of $250,000 or ten percent
of the previously disclosed uses for all funds.

There is a change in the use of all funds that exceeds the lesser of $250,000 or ten percent of the
previously disclosed uses for all funds.
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APPENDIX A

This Appendix contains a list of all the HUD Programs that are subject to the disclosure requirements
of the Housing and Urban Development Reform Act of 1989. All applicants for or recipients of PROP
assistance must review this list to determine if they are receiving, or expect to receive, assistance from other
covered HUD programs besides the PROP Program. HUD funds that are received either directly from HUD or
through the State must also be considered. The State administered PROP Program is listed as item 3(v).

It is the total amount of funds received from all of the below sources that the applicant/recipient uses to
answer the second question of Part Il of the Disclosure Report.

(1) Section 312 Rehabilitation Loans under 24 CFR part 510, except loans for single family properties.

(2) Applications for grant amounts for a specific project or activity under the Rental Rehabilitation
Grant program under 24 CFR part 511 made to:

(i) A State grantee under Subpart F;

(i) A unit of general local government or a consortium of units of general local government
receiving funds from a State or directly from HUD (whether or not by formula) under
Subparts D, F, and G; and

(iii) HUD, for technical assistance under S511.3.

(Excludes formula distributions to States, units of general local government, or consortia of units of general
local government under Subparts D and G, within-year reallocations under Subpart D, and the HUD-
administered Small Cities program under Subpart F.)

(3) Applications for grant amounts for a specific project or activity under Title | of the Housing and
Community Development Act of 1974 made to:

(1) HUD, for a Special Purpose Grant under Section 105 of the Department of Housing and
Urban Development Reform Act of 1989 for technical assistance, the Work Study program or
Historically Black colleges,

(i) HUD, for a loan guarantee under 24 CFR part 470, Subpart M;

(iii) HUD, for a grant to an Indian tribe under Title I of the Housing and Community
Development Act of 1974; and

(iv) HUD, for a grant under the HUD-administered Small Cities program under CFR part 570,
Subpart F; and
(v) A State or unit of general local government under 24 CFR part 570.

(4) Applications for grant amounts for a specific project or activity under the Emergency Shelter
Grants program under 24 CFR part 576 made to a State or to a unit of general local government,
including a Territory.

(Excludes formula distributions to States and units of general local government [including
Territories]; reallocations to States, units of general local government [including Territories] and
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non-profit organizations; and applications to an entity other than HUD or a State or unit of general
local government.)

(5) Transitional Housing under 24 CFR part 577.

(6) Permanent Housing for Handicapped Homeless Persons under 24 CFR part 578.

(7) Section 8 Housing Assistance Payments (only project-based housing under the Existing Housing
and Moderate Rehabilitation programs under 24 CFR part 882, including the Moderate

Rehabilitation Program for Single Room Occupancy Dwellings for the Homeless under Subpart H).

(8) Section 8 Housing Assistance Payments for Housing for the Elderly or Handicapped under 24 CFR
part 885.

(9) Loans for Housing for the Elderly or Handicapped under Section 202 of the Housing Act of 1959
(including operating assistance for Housing for the Handicapped under Section 162 of the Housing
and Community Development Act of 1987 and Seed Money Loans under Section 106(b) of the
Housing and Urban Development Act of 1968).

(10) Section 8 Housing Assistance Payments - Special Allocations - under 24 CFR part 886.

(11) Flexible Subsidy under 24 CFR part 219 - both Operating Assistance under Subpart B and Capital
Improvement Loans under Subpart C.

(12) Low-Rent Housing Opportunities under 24 CFR part 904.

(13) Indian Housing under 24 CFR part 905.

(14) Public Housing Development under 24 CFR part 941.

(15) Comprehensive Improvement Assistance under 24 CFR part 968.
(16) Resident Management under 24 CFR part 964, Subpart C.

(17) Neighborhood Development Demonstration under Section 123 of the Housing and Urban-Rural
Recovery Act of 1983.

(18) Nehemiah Grants under 24 CFR part 280.

(19) Research and Technology Grants under Title V of the Housing and Urban Development Act of
1970.

(20) Congregate Services under the Congregate Housing Services Act of 1978.

(21) Counseling under Section 106 of the Housing and Urban Development Act of 1968.

(22) Fair Housing Initiatives under 24 CFR part 125.

(23) Public Housing Drug Elimination Grants under Section 5129 of the Anti-Drug Abuse Act of 1988.

(24) Fair Housing Assistance under 24 CFR part 111.
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(25) Public Housing Early Childhood Development Grants under Section 222 of the Housing and
Urban-Rural Recovery Act of 1983.

(26) Mortgage Insurance under 24 CFR Subtitle B, Chapter Il (only multifamily and non-residential).
(27) Supplemental Assistance for Facilities to Assist the Homeless under 24 CFR part 579.

(28) Shelter Plus Care Assistance under Section 837 of the Cranston-Gonzalez National Affordable
Housing Act.

(29) Planning and Implementation Grants for HOPE for Public and Indian Housing Homeownership
under Title IV, Subtitle A, of the Cranston-Gonzalez National Affordable Housing Act.

(30) Planning and Implementation Grants for HOPE for Homeownership of Multifamily Units under
Title IV, Subtitle B, of the Cranston-Gonzalez National Affordable Housing Act.

(31) HOPE for Elderly Independence Demonstration under Section 803 of the Cranston-Gonzalez National
Affordable Housing Act
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SAMPLE DOCUMENTS
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Exhibit V.1

(CORPORATE LETTERHEAD)
SAMPLE PRIVATE COMMITMENT LETTER
LOAN

Louisiana Office of Community Development
150 Third Street

Suite 200

Baton Rouge, Louisiana 70801

To Whom It May Concern:

International Manufacturing has experienced steady growth in the last several years due to the growth in our
major market, foreign military sales. We recently have had the opportunity to make a competitive bid on a
very large contract with potential sales of up to $4,000,000 a year. This would require an increase of 50%
above our present production capacity. To assure a long range commitment to this contract, International
Manufacturing must expand its present facility.

The proposed increase production needs by cost are as follows:

Additional Building Construction $500,000
Machinery and Equipment 550,000
Initial Net Inventory 200,000
Accounts Receivable 120,000
Initial Operating Expenses/Losses 30,000

If this project is undertaken, we will create the following additional jobs at these annual salaries per employee:

1 shift supervisor $ 28,000
2 foreman 20,000
20 assembly workers 12,500
8 machine operators 14,000
5 clerks/typists 11,000
2 janitors 12,000

Our company has been a successful employer in other communities. Our previous three years operations have
yielded the following results:

91 92 93
Sales 2,000,00 4,500,000 5,750,000 Our sales for the first
Net Income 160,000 220,000 380,000  six months of this year-$3,400,000
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SAMPLE PRIVATE COMMITMENT LETTER
PAGE 2

In addition, our company is an equal opportunity employer. We have included within our hiring plan the
practice of notifying the local Louisiana State Employment Security Office to obtain referrals of unemployed
applicants. Except for the shift supervisor and two (2) foreman positions, all the jobs listed above will be
targeted to low and moderate income persons. International Manufacturing agrees to provide all the training
necessary to hire low and moderate income persons from the community.

As indicated in the attached letter from the Last Hope National Bank, they would be willing to finance up to
55% of the project. We intend to request a loan of $750,000 from the bank for machines and building
construction from the bank.

International Manufacturing will commit $350,000 in corporate equity for working capital investment. The
source of these funds are $200,000 in cash and short term investments as evidenced by our most recent
financial statement. The other $150,000 will be injected by an outside investor whose personal financial
statement is also attached. The company is unable to invest additional equity in the project without abrogating
its legal covenants with other lenders to maintain a current ratio of at least 2.0:1.

This leaves an equity gap of $300,000 for the project. We are requesting PROP funds for $300,000 for
purchase of the remaining machinery. We believe the necessity of this financing can be verified through an
examination of our company's current financial statements as well as the personal financial statements of our
stockholders. The company will not be able to raise the remaining $300,000 through its present operations in
sufficient time to bid on this contract.

We believe the PROP funds will be a good investment for the community and will be adequately protected by
the financial soundness of the company. The cash flow generated from this project will be sufficient to reduce
the initially higher debt to equity ratio to at least the industry standard within two years. We think that
$300,000 is an appropriate amount for the community to invest in the project for the benefits it will receive.

The International Manufacturing Corporation is committing the above stated equity to the project and is
willing to sign a legal binding commitment and to be personally endorsed by all the stockholders of our
company upon award of PROP funds. Our financial statements have been prepared in accordance with
Generally Accepted Accounting Principles and all the company's debts and contingent liabilities have been
properly disclosed. Our company has had positive sales growth and presently has a positive net worth. Our
previous federal tax filings are available upon request.

Sincerely,

Leonard Smith
President
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Exhibit V.2

SAMPLE LETTER OF INTENT
Financial Institution Letterhead
LOAN

Mr. Smith, President
International Manufacturing
333 Westside Lane
Swampland, Louisiana 70700

Dear Mr. Smith:

We have completed our normal credit review process of your proposal, and have determined that your
proposal does meet all the bank's lending criteria; consequently, the Last Hope National Bank would like to
express contingent approval in providing permanent financing of your project. Our contingent commitment is
based on the long established relationship between our bank and International Manufacturing and the credit-
worthiness of your firm.

While terms and conditions will depend on bank policy at the time of loan approval, we are currently looking
at the following terms:

Purpose: Purchase of land and construction of 30,000 square foot building

Amount: Up to $750,000 or 55% of the project cost

Rate: Prime plus 12 (Based on New York Prime), which would be 103 as of
the date of this letter

Term: Up to 10 years.

Security: First mortgage on plant and in solido guaranty of the owners

shareholders

It is the understanding of this bank that the remaining $600,000 in project costs will be derived from business
equity and Disaster Recovery Community Development Block Grant funds if the project is approved by the
Division of Administration. Our approval is contingent upon the award of PROP economic development
funds.

All terms and conditions will be subject to the bank’s general lending policies at the time of the loan. Further,
it will be subject to mutually satisfactory terms, conditions, and documentation. If State or City officials wish
to discuss our commitment further they may contract J. Smith in our commercial loan department. His number
is 318/001-0001.

We look forward to the possibility of assisting you in this financial arrangement.

Sincerely,

B. Jones
President
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