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INTRODUCTION: North Central New Mexico Economic Development District 
Economic Development Administration Revolving Loan Fund History 

 
 North Central New Mexico Economic 
Development District (NCNMEDD) came 
about due to passage of the Public Works and 
Economic Development Act (Public Law 89-
136) by the U.S. Congress in 1965.  This 
legislation created the Economic Development 
Administration (EDA) under the U. S. 
Department of Commerce and authorized 
designated distressed multi-county regions to 
form economic development districts to 
promote the socioeconomic environment of 
its members.  Since then, EDA has provided 
financial and technical assistance to these 
economically distressed areas throughout the nation.  
 
 North Central New Mexico Economic Development District was created in 1967 by 
statutory authority of the Joint Powers Agreement (JPA) Act, Section 4-22-1 to 4-22-7, New 
Mexico Statutes Annotated, to assist local governments to develop and implement a 
regional economic development program under the authority of PL 89-136.  Communities 
participating in the JPA are the seven New Mexico counties of Colfax, Los Alamos, Mora, Rio 
Arriba, San Miguel, Santa Fe, and Taos, and the City of Santa Fe, New Mexico. 
 
 This Revolving Loan Fund Plan was first developed in support of an EDA-funded 
business gap financing program for the region in 1985.  The Revolving Loan Fund was 
initially capitalized with an EDA grant award of $500,000 which was matched with 
$166,667 in local funding raised by NCNMEDD.  During the life of the funds, this initial 
investment has allowed NCNMEDD to lend almost $3.5 million to 49 firms on projects that 
generated $15 million of business development activity and over 1,000 jobs created and 
retained in the region.   
 

 The Plan was modified in 1998 and again in 2009 to meet requirements in 13 CFR, 
Chapter 3, Part 307, Subpart B—Revolving Loan Program pertaining to the operation of a 
United States Department of Commerce Economic Development Administration financed 
revolving loan fund.  This 2017 plan update also fulfills these requirements.   
 
PART 1: REVOLVING LOAN FUND STRATEGY 
 

A. Economic Adjustment Overview  
 

 North Central New Mexico is a regional community of 284,420 people in 2016.  The 
region is anchored by the nation’s highest state capital, the City of Santa Fe.  The Santa 
Metropolitan Statistical Area (MSA) contains roughly half the population and employment 
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activity in the region.  Located at the southernmost end of the beautiful Rocky Mountain 
range, Santa Fe’s thoughtful preservation of successive Pueblo, Spanish, wild west, and 
iconoclast artist influences, has established the city as a world-class tourist destination. 
Named a UNESCO Creative Community, Santa Fe is home to one of the United States largest 
international arts exchanges, more museums per capita than any other city in the nation, 
and a growing constellation of innovative creative economy employers including a thriving 
film industry sector.  Prosperous by New Mexico standards, Santa Fe’s economy mirrors 
national average employment and income levels most of the time.  Santa Fe attracts large 
numbers of workers to it largest employment sectors—government (21%), medical (12%), 
retail (12%), and hospitality (10%)—from neighboring communities where housing is 
more affordable.  
 
 Nearby Los Alamos County, population 18,147 in 2016, is headquarters for a 
10,000+-employee regional economic driver, the Los Alamos National Laboratory, one of 
the largest science and technology research institutions in the world.  Los Alamos County is 
routinely counted among the wealthiest and lowest unemployment rate communities in the 
country.  Commuting data indicate that neighboring Rio Arriba, Santa Fe, and Taos Counties 
serve as bedroom communities for roughly half of the laboratory workforce.  Los Alamos 
County is the only county in the region ineligible for public works grants from the U.S. 
Economic Development Administration.   
 
 The remainder of the region is comprised six large and sparsely populated high 
desert counties—Colfax, Mora, Rio Arriba, San Miguel, the rural non-metro portions of 
Santa Fe County and Taos County.  There were 117,622 people living in these areas in the 
non-Santa Fe County portions of this region in 2016.   As of December 2017, the 
unemployment rate in these areas is 55% higher than the national average. Median 
household incomes are between 60 to 80 percent of the U.S. norm.  The poverty rate 
exceeds 20% across these communities.  Although each of these rural-designated areas has 
a unique history, character, economic makeup, and positive forward outlook, they share 
socio-economic challenges such as shrinking natural resource employment bases; declining 
and aging population; business and private capital flight; decreasing government revenues; 
deteriorating community infrastructure; and the social consequences that attend long-term 
decline that contribute to their continued eligibility for EDA distress-based economic 
assistance.   
 
 Access to capital has been identified as the number one obstacle to business 
formation and expansion in this economically challenged region. Over three years between 
2012 and 2015, the New Mexico State Legislative Jobs Council conducted a series of 
regional forums with community stakeholders to identify the most promising job creations 
potentials in our region and the factor of production gaps in each region of the state.  Lack 
of access to capital for new business formation and existing business expansion was cited 
as the number one obstacle to business activity leading to job creation in the North Central 
region.1   
 

                                                           
1
 Regional Assessment Summaries, COG District 2: North Central Region, pg. 3, New Mexico Jobs Council, 2015 
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 Access to capital was also underlined as a critical factor of production gap 
throughout rural New Mexico a 2016 New Mexico First Town Hall meeting on Economic 
Security and Vitality for New Mexico. ”Economists say the state will not ‘move the needle’ 
unless there is sufficient seed capital to support funding for the best ideas.  In fact, there 
appears to be universal agreement that the biggest gap in our business climate is capital 
and that a structural shortage of debt and equity capital is the major long-term impediment 
to startup development and a self-sustaining small-business climate.”   
 
 The New Mexico First report notes that the entrepreneurs most likely to emerge in 
the rural areas of New Mexico are those which have the hardest time achieving fundability 
thresholds of increasing centralized and regulated lending institutions governed by 
interests outside of the State of New Mexico.  “Low-income entrepreneurs of all 
backgrounds tend to have even greater difficulty when it comes to finding capital to help 
grow or start a company. Their unique challenges were identified in 2015 by the 
Albuquerque Living Cities Initiative, which found that access to capital is especially 
challenging for people who do not speak English as a first language, those with no credit or 
bad credit, and those with insufficient collateral.”2 
  
 The NCNMEDD Revolving Loan Fund addresses this acute access to business 
development capital issue in our rural communities. 
 

B. Business Development and Financing Strategy 
 

1. Our mission is to create living wage jobs for Northern New Mexicans. 
 
 The purpose of the North Central New Mexico Economic Development District 
Revolving Loan Fund is to create or retain living wage jobs by providing gap financing to 
new or expanding businesses consistent with EDA policies and requirements. 
 

2. The Revolving Loan Fund provides participation loans to help Northern New 
Mexico businesses access the capital they need to start and grow.  

 
 NCNMEDD’s mission is to improve the lives of the people we serve.  The District 
adopted a Comprehensive Economic Development Strategy (CEDS) for the seven-county 
region in May of 2015 that documents a program of work our members have directed us to 
carry out to fulfill the mission.  The plan integrates four statewide, two regional, and more 
than a dozen county and local economic development plans covering the North Central 
New Mexico service area.   The CEDS establishes four strategies for improving regional 
economic success: infrastructure development, innovation and sustainability, business 
climate and competitiveness, and workforce development.  North Central is implementing a 
range of programs that are directed at achieving these goals. 
 
 Pursuant to the 2015 CEDS, North Central will “continue to target the District’s EDA 
RLF loans to leverage funds and create/retain jobs in identified target industry sectors and 

                                                           
2“Economic Security and Vitality for New Mexico,” Chapter 3: Small Business Climate New Mexico First, 2016 
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special purpose projects” to address the “access to capital” issue in our region.  The RLF 
resolves capital access issues in the region by “filling financing gaps” for business start-up 
or expansion projects when the amount of conventional financing needed to develop a job-
creating business or business expansion isn’t quite enough to fulfill the business plan 
requirement.  The flexibility of the fund to charge lower interest rates and offer relatively 
more convenient terms than conventional lenders, also enhances financing opportunities 
for businesses interested in starting or expanding in the region.  The history of the RLF 
program nationally and here in North Central New Mexico continues to demonstrate that 
small infusions of loan participation resources are consistently needed and create jobs by 
helping small businesses in the $100,000 to $1,000,000 project capitalization range attain 
the financing they need to achieve their business dreams. 
 
 A sample Participation Agreement that has been successfully used to structure  
participation loans with senior lenders in the past is provided in Appendix A. 
 

3. The Fund will market loan participations by building strategic partnerships 
with private and public “lead” lending and grant making organizations. 

 
 At least three factors will shape North Central’s approach to marketing and making 
business loans in the next five years.  First, the NCNMEDD EDA Revolving Loan Fund has a 
low capitalization level.  The $180,000 in remaining funds to be placed is a small amount 
and the earnings on interest generated from loans made to businesses at favorable terms 
on our total capital of about $600,000 justify only limited part-time staffing of the fund.  
Second, EDA requires that each EDA dollar lent be matched with two dollars of non-EDA 
capital.  This means that project borrowers must work with and document financial 
commitments from more than one funder at the time they receive an NCNMEDD loan.  
Third, EDA requires rigorous documentation for each loan made including written 
evidence of the need for NCNMEDD funding to achieve their business goals.   
 
 Since North Central’s loan fund was started over thirty years ago, the organization 
has evolved a highly efficient preferred approach to finding and making business loans to 
efficiently identify and deploy EDA funds using part-time staff while minimizing the burden 
of loan documentation and processing requirements by multiple parties to small business 
borrowers.  North Central will continue to use low-cost informational brochure, website, e-
mail, and word-of-mouth marketing to inform prospective business finance partners about 
the benefits and requirements of working with the Fund.  As a result of past efforts, the RLF 
now has working relationships with a network “lead” lenders, primarily loan officers at 
local commercial banks, whose full-time daily business is to place business loans.  As these 
loan officers and the loan committees they staff come across “financing gaps” in loan 
requests under consideration, they think of North Central as the “go to” gap filler to help 
make those deals work and bring us pre-packaged opportunities, including written 
evidence of need, for consideration.  The loan packages of these institutions and their 
requests for participation consideration initiate the application process for the applicant. 
 
 When prospective borrowers come to North Central before they’ve met with a loan 
bank or public agency, the loan participation program requirements are explained and 
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borrowers are impartially referred to a partner “lead” lender or public funds manager of 
their choice with guidance about how to get their business loan application with North 
Central underway by working with one of the “lead’ lenders or public fund managers. 
 

4. The Fund will support Northern New Mexico’s cluster-oriented economic 
development emphases.   

 
 While loans to any meaningful needy business project are eligible for Loan Fund 
consideration, we’ll encourage our partners to help us identify eligible business borrowers 
that operate in one the region’s emerging economic cluster focus areas which are: 
 

 Healthcare and social services 
 Tourism and Recreation 
 Renewable Energy/Green Industry 
 Technology 
 Agriculture 
 Digital Media/Film 
 Education 
 Exported Services  
 Government 
 Solo-workers 

  
5. The Fund will support business development by making quality referrals to 

business programs and service. 
 
 The District maintains a comprehensive listing and working relationships with a 
wide variety of regional business development resource.  North Central provides 
customized business counseling, with an emphasis on information and referral services to 
specialized technical assistance providers as part of its non-RLF EDA-funded economic 
development mission.  When appropriate, potential Loan Fund clients are connected with 
organizations whose expertise includes business planning, business finance, business 
licensing, government grants, loans. Incentives, and procurement; and technology transfer.  
 

C. Financing Policies and Selection Criteria 
 

 The purpose of EDA RLF grants and NCNMEDD’s RLF Fund is to provide our region 
with a flexible and continuing source of capital, to be used with other economic 
development tools, for creating and retaining jobs and inducing private investment that 
will contribute to long-term economic stability and growth.  Our intent is to be a customer-
serving organization that makes it as easy as possible for small businesses to access federal 
loan funds within the program guidelines.   
 

1. Loan Application  
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 Generally, the NCNMEDD Loan Committee will accept the loan application materials 
required by a senior participation lender accompanied by the “financing not otherwise 
available documentation” described below.  In the event they’re needed, for loans with 
alternate proposed structure to a participation, NCNMEDD provides prospective clients 
with its own loan application and review process documented in Appendix B. 
 

2. Eligible Lending Area 
 
 The service area covered by this Loan Fund is the North Central New Mexico 
Economic Development District planning project area comprised of the seven New Mexico 
counties of Colfax, Los Alamos, Mora, Rio Arriba, San Miguel, Santa Fe, and Taos and all the 
municipal, land grant, and tribal jurisdictions contained within the seven-county service 
area.  
 

3. Allowable Borrowers  
  
 Any legally constituted public, private, or nonprofit organization that proposes to 
finance an eligible business development activity in the economic development planning 
area is eligible for consideration. 
 

4. Allowed and Restricted Activities 
 

 Financing can be used for most business needs including working capital, inventory, 
equipment, machinery and other fixed assets.  
 
 However, by statute, RLF Capital shall not be used to:  
 

a. Acquire an equity position in a private business;  
 

b. Subsidize interest payments on an existing RLF loan;  
 

c. Provide for borrowers’ required equity contributions under other Federal 
Agencies’ loan programs;  

 
d. Enable borrowers to acquire an interest in a business either through the 

purchase of stock or through the acquisition of assets, unless sufficient 
justification is provided in the loan documentation. Sufficient justification 
may include acquiring a business to save it from imminent closure or to 
acquire a business to facilitate a significant expansion or increase in 
investment with a significant increase in jobs. The potential economic 
benefits must be clearly consistent with the strategic objectives of the 
RLF;  

 
e. Provide RLF loans to a borrower for the purpose of investing in interest 

bearing accounts, certificates of deposit or any investment unrelated to 
the RLF; or  
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f. Refinance existing debt, unless:  

 
(i) The RLF Recipient sufficiently demonstrates in the loan 

documentation a ‘‘sound economic justification’’ for the 
refinancing (e.g., the refinancing will support additional capital 
investment intended to increase business activities). For this 
purpose, reducing the risk of loss to an existing lender(s) or 
lowering the cost of  financing to a borrower shall not, without 
other indicia, constitute a sound economic justification; or  
 

(ii) RLF Capital will finance the purchase of the rights of a prior 
lien holder during a foreclosure action which is necessary to 
preclude a significant loss on an RLF loan. RLF Capital may be 
used for this purpose only if there is a high probability of 
receiving compensation from the sale of assets sufficient to 
cover an RLF’s costs plus a reasonable portion of the 
outstanding RLF loan within a reasonable period of time, as 
determined by EDA, following the date of refinancing. 
 

5. Loan Size 
 
 North Central RLF will consider loans requests between $10,000 and $150,000.  
Loan requests of between $100,000 and $150,000 require EDA approval.  On larger 
requests requiring EDA approval, an EDA determination is generally provided within a 
week of the approval request. 
 

6. Interest Rates 
 

 RLF funds are usually participated into a single loan negotiated by a senior lender 
charged at the same rate of interest as the senior lender is charging the borrow.  This 
usually occurs because most NCNMEDD loan participations include a service agreement 
arrangement whereby North Central’s participated portion of the loan is serviced by the 
senior lender for a percentage of the interest rate, usually .25%.  Typically, it is more 
convenient and economical to service the loan for this small fee to have one, not two, 
interest rate charged and amortizations schedules being employed.  However, NCNMEDD 
offers the option for our funds to be blended into a participated loan at lower than market 
rates as a potential benefit of working with us to our lending partners and their customers.  
 
 The minimum interest rate the RLF may charge is four (4) percentage points below 
the lesser of the current money center prime interest rate quoted in the Wall Street Journal, 
or the maximum interest rate allowed under State law. In no event shall the interest rate be 
less than the lower of four (4) percent or 75 percent of the prime interest rate listed in the 
Wall Street Journal. Should the prime interest rate listed in the Wall Street Journal exceed 
fourteen (14) percent, however, the minimum RLF interest rate is not required to be raised 
above ten (10) percent. 
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7. Terms 
 
 The term of a fixed asset loan will not exceed the average useful life of the fixed 
asset in the project. The following ranges are flexible guidelines that illustrate the terms 
typically associated the various types of allowable uses of projects brought to the Fund by 
partner institutions for consideration. 
 

 Working Capital, 1 – 5 years   
 Equipment 5 – 10 years   
 Real estate 10 – 15 years  

 

8. Fees 
 

 Loan origination, closing, and other fees are typically waived to encourage 
participation with the Fund.   North Central reserves the right to negotiate fees into loans if 
labor-intensive above-and-beyond loan services are rare required to complete a difficult 
transaction. 

 
9. Equity  

 
 North Central strongly prefers borrower that provide at least ten (10) percent of the 
deal to be financed as owner’s equity.  Each RLF dollar loaned will be matched by two 
dollars from the participating bank.  These conditions will be the same for both existing 
and start-up businesses.  Requests for exceptions to these criteria may be made to the Loan 
Committee, particularly for saving or creating jobs in the most distressed areas.  Such 
exceptions may be granted on a case by case basis.   
 

10. Collateral 
 

 The standard collateral requirement of the RLF will be a shared first position on 
sufficient collateral to cover the bank and RLF.  In determining collateral requirements, the 
Loan Administration Board may consider the merits and potential economic benefits of 
each request.  The Loan Committee may decide, but is not required, to take a second 
position if the loan will further the RLF in creating private sector jobs.  The lien position of 
the RLF may be subordinate and made inferior to lien(s) securing other loans made in 
connection with the project.  When appropriate and practical, RLF financing will be secured 
by liens or assignments of rights in assets of assisted firms as follows: 
 

 In order to encourage financial participation in a direct fixed asset loan 
project by other lenders, the RLF loan may be repayable after other loans 
made in connection with the project have been repaid in full. 
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 In projects involving direct working capital loans, the RLF will normally 
obtain collateral such as liens on inventories, receivables, fixed assets, 
and/or other available assets of borrowers. 
 

 In addition to the above type of security, the RLF may also require security in the 
form of assignment of patents, licenses, contracts, purchase orders, the 
acquisition of hazard, title, flood and other forms of insurance, and other such 
additional security as the Loan Administration Board determines is necessary to 
support the RLF’s exposure. 
 

 RLF loan requests submitted by closely held corporations, partnerships, or 
proprietorships, dependent for the continuing success on certain individuals, 
will ordinarily be expected to provide an assignment to the RLF of life insurance 
on these key persons.   

 

 Personal guarantees will be required from principal owners, as appropriate. 
 

 Exceptions to the above standard practices may be made by the Loan Committee on 
a case by case basis. 
 

11. Capital Leverage Ratio 
 

 RLF loans must leverage a minimum private investment at least two dollars for 
every dollar RLF loaned to the project.  Therefore, in the case of participation loans, our 
preferred loan structure is for the senior lender to lend a minimum of two dollars to the 
borrower for each dollar lent to the borrower by the RLF.  In all case, NCNMEDD RLF Loan 
Fund policy requires two dollars of project financing from other sources, such as cash 
equity investments, bank loans, or public grant or loan sources, to each dollar of RLF funds 
provided to the borrower.    
  

12. Jobs Per Dollar Borrowed 
 
 Business plans for the proposed loan should demonstrate that at least one job will 
be created for ever $25,000 borrowed from the Fund. 
 

13. Moratoria 
 

 If financial projections indicate that a moratorium on principal payments would 
significantly increase the possibility of success in a new venture, such an agreement could 
be negotiated, subject to a 12-month maximum.  A moratorium for an existing business will 
be held to a 6-month maximum, unless the borrower is actively participating in the 
liquidation of the business’ assets in order to repay the debt, or due to uncontrollable 
circumstances or events producing severe financial hardship.   
 

14. Deviations 
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 Should it become apparent that restructuring RLF loans or modifying the terms of 
loans can significantly increase the possibility of a venture’s success, the RLF will 
coordinate such actions with the commercial lenders involved in the project.  Generally 
speaking, an inter-creditor agreement will provide for communication among creditors is 
such cases. 
 
 The decision to allow a moratorium or the restructuring of debt will be based on 
previous performance of the borrower, the extent to which the borrower demonstrates a 
plan to resume regular and full payment and the likely long- term viability of the business. 
 

15. Financing Not Otherwise Available Documentation 
 

 The RLF cannot be used to substitute for available private capital and potential 
borrowers must demonstrate that credit is not otherwise available. The borrower must 
demonstrate that financing for a project is not otherwise available on terms and conditions 
that would permit completion and/or successful operation or accomplishment of the 
project. RRLF funds will not be disbursed until written evidence to this effect has been 
received. This would typically be in the form of a bank "turn-down" letter or letter 
indicating that the bank can only finance a portion of the money the borrower needs. 
 

16. Credit Analysis 
 

 The NCNMEDD Loan Committee often relies on the due diligence and loan 
recommendations of the Loan Officers and Committees of the senior banks and lending 
agencies we work with to evaluate the creditworthiness and business plan strength of 
prospective borrowers.  Generally speaking, if the loan passes local bank screening criteria, 
it is considered to be a creditworthy loan for the RLF.  Nevertheless, as prospective loans 
work their way through NCNMEDD RLF Loan Fund Committee and Loan Administration 
Board, our procedures allow for up to a month worth of collegial questions and input by 
Loan Committee and Loan Administration Board members for the client and senior lender 
to address any concerns that may arise in RLF project review. 
 
 As with our lending partners, bankers on the NCNMEDD RLF Loan Fund review   
factors such as character (reputation), capital (leverage), capacity (volatility of earnings), 
conditions (purpose of the loan), and collateral to decide whether or not to make a given 
loan.   More specifically, the following non-exclusive list of financial considerations are also 
taken into account. 

 
 Borrower information including type of entity and brief description of the 

business.  
 Loan request (amount, terms, purpose, repayment schedule).  
 Total Project Costs.  
 Sources of funds and uses of funds.  
 Discussion of why borrower is eligible for federal RLF financing and 

reference to supplemental evidence available. If no supplemental evidence is 
available, the reasons will be discussed.  
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 Collateral Analysis (personal guarantees, mortgages, insurance).  
o Appraisal reports (if applicable)  
o Standard equity requirements and how they will be 

documented/confirmed.  
 Operating History.  
 Staffing Plan and Job Creation Plan.  
 Financial statement history and analysis.  
 Pro forma financial statement analysis.  
 Method of documenting loan disbursal of funds based on use of funds.  
 Fixed assets: invoices from vendors  
 Inventory: invoices from vendors  
 Working Capital: invoices for working capital requirements or cash flow 

projections with monthly reporting on use of funds.  
 Guarantor information (financial statements, credit reports and trade checks 

if applicable).  
 Summary of Risk including strengths and weaknesses and availability of 

secondary source of repayment.  
 Staff recommendation including terms and collateral, frequency of financial 

reporting requirements of borrower, and job creation reporting.  
 Credit not otherwise available {bank letter) 

 
D. Portfolio Standards and Targets 

 

1. CAMELS Risk Analysis System 
 

 Investments to capitalize or recapitalize RLFs are governed by the Public Works and 
Economic Development Act of 1965, as amended (PWEDA) (42 U.S.C. 3121 et seq.), the 
regulations outlined at 13 CFR part 307, subpart B, and the EDA RLF Standard Terms and 
Conditions attached to RLF grant awards. As part of November 2017 amendment to the 
regulations implementing PWEDA, EDA revised its RLF regulations to reflect best practices 
within the financial community and to strengthen EDA's efforts to evaluate, monitor, and 
improve RLF performance by moving to a risk-based approach to assess individual RLFs. 
This new approach, known as the Risk Analysis System, is modeled on the Uniform 
Financial Institutions Rating System, commonly known as the Capital, Assets, Management, 
Earnings, Liquidity, and Sensitivity (CAMELS) rating system, which has been used since 
1979 by a number of Federal agencies to assess financial institutions on a uniform basis 
and to identify those in need of additional oversight. The CAMELS system produces a 
composite rating by examining six components: Capital adequacy, asset quality, 
management capability, earnings, liquidity, and sensitivity to market risk. The Risk Analysis 
System uses a set of metrics that generally examine these same components. However, 
because of the unique goal of the RLF Program as a driver of critical economic 
development, particularly within distressed communities, EDA has developed a modified 
approach. In addition to assessing RLF Recipients based on metrics for capital adequacy, 
asset quality, management capability, earnings, and liquidity, EDA will consider metrics 
examining strategic results, rather than sensitivity to market risk. 
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 Following is a summary description of EDA expectations with regard to fund 
management standards which will be evaluated with a point scoring system developed by 
EDA to measure performance in each of these key areas.   
 

 Capital: The RLF Capital Base is expected to be maintained, if not increased, 
over time in order to sustain lending activity and to carry out the purposes of 
the RLF Program, to create and/or retain jobs, and stimulate private 
investment in regions of economic distress. In addition, sufficient capital is 
necessary to protect the RLF from potential loan losses. The “capital base 
index” measure is determined by dividing the current RLF Capital Base by 
the original RLF Capital Base at the time that the RLF was established. 

 
 Assets: An RLF Recipient must adhere to prudent lending standards to 

safeguard the quality of the loan portfolio. There are four measures within 
this metric: (1) The “default rate” measure assesses weakness in loan 
payments or loan servicing processes. It is measured as the RLF Principal 
Outstanding for Loans in Default as a percentage of the RLF Principal 
Outstanding for Active Loans. EDA considers a high default rate as 20% or 
greater. (2) EDA will also measure “default rate over time” by looking at how 
long a high default rate has persisted to identify possible weaknesses in 
underwriting, enforcement of loan terms, and/or working with borrowers to 
modify loan payment schedules with the goal of achieving full repayment. (3) 
The “loan write-off ratio” measures the number of written off loans 
compared to the number of inactive loans (the number of inactive loans is 
equal to the number of total outstanding loans minus the number of active 
loans). It will be used to identify weaknesses in loan underwriting and loan 
management. (4) Start Printed Page 56944“Dollars written off” will identify 
the financial impact of loan losses by comparing the amount of loan losses to 
the amount of principal repaid. 
 

 Management: In order to increase the likelihood of a successful RLF, the RLF 
Recipient should have experience managing lending programs to be able to 
satisfy program, audit, RLF Plan, and reporting requirements. There are five 
measures to assess the Management metric: (1) The “financial control” 
measure is scored based on audit results and audit findings. RLF Recipients 
subject to the single audit requirement pursuant to 2 CFR part 200, subpart 
F, must demonstrate through an independent annual audit that financial 
controls are in place to operate the organization and the RLF according to 
Generally Accepted Accounting Principles, account for RLF assets, secure the 
use of funds, and value the RLF correctly in the audit's Schedule of 
Expenditures of Federal Awards. As discussed in Section II, “How EDA's Risk 
Analysis System Works,” RLF Recipients not subject to the single audit 
requirement must submit to EDA an independent audit of the RLF grant in 
the first year of the Risk Analysis System and as directed by EDA thereafter. 
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(2) “Tenure” assesses the RLF Recipient's collective experience with the EDA 
RLF Program. Managing an RLF requires specialized knowledge and 
experience. The roles critical for a successful lending program include: 
Executive Director, Lending Director, Finance Director, and Reporting 
Official. Vacancies or inexperience in any of these positions can lead to 
program neglect, weak loan generation, accounting problems, and late 
reporting. (3) The measure, “RLF Plan,” assesses whether the RLF Recipient 
is operating the RLF pursuant to a current, EDA-approved RLF Plan. (4) The 
“financial report” measure assesses the timeliness and accuracy of RLF 
reporting through the standard RLF Financial Report, Form ED-209. (5) 
“Timely reporting” assesses the RLF Recipient's timeliness in submitting 
audits and filings, plus any additional required reporting, such as that 
provided pursuant to a CAP or Federal Financial Reports (Form SF-425) for 
RLFs in the Disbursement Phase. Similarly, when an RLF is required to 
prepare and implement a CAP, the timeliness to resolve the issue(s) meriting 
corrective action will be assessed in this measure. 
 

 Earnings: An RLF Recipient is expected to manage costs and generate net 
income in order to maintain, if not increase, the RLF Capital Base. The “net 
RLF income” measure determines how well a Recipient is managing costs 
and generating net income by dividing the portion of RLF Income used for 
administrative expenses over the life of the RLF by total RLF Income, to 
determine the cumulative percentage of RLF Income used for administrative 
expenses. 

 
 Liquidity: RLF Recipients are expected to maintain a robust lending pipeline 

and cash available for lending within a range of the ACP. The ACP is a new 
feature of the RLF Program established by the newly revised regulations and 
replaces the fixed capital utilization standard that ranged from 75% to 85%, 
according to the size of the RLF Capital Base. The ACP is a floating rate, 
determined annually for each EDA region. It is the region's average RLF Cash 
Available for Lending as a percentage of the Capital Base calculated from the 
previous year's reports for each EDA regional office portfolio. It specifies that 
RLF Cash Available for Lending excludes loans that have been committed or 
approved but have not yet been funded. Two measures are used to determine 
liquidity in an effort to identify weaknesses in loan generation: (1) “Cash 
percentage” assesses the Recipient's RLF Cash Available for Lending as a 
percentage of its RLF Capital Base compared to the ACP for the Recipient's 
region; and (2) “cash percentage over time,” which assesses the length of 
time during which the Recipient's cash percentage exceeded the Region's 
ACP. For example, where the applicable ACP is 30%, RLFs that report an RLF 
Cash Available for Lending from 27% to 33% of its RLF Capital Base are 
scored as a 2 for the Cash Percentage measure. An RLF with the same ACP 
that holds 22% is scored as a 3, while an RLF with 40% is scored as a 1 for 
this measure. 



NCNMEDD RLF Plan 2018  Page     16 

 

 
 Strategic Results: RLFs must engage in lending designed to fulfill the goals of the 

RLF Program. The Strategic Results component assesses whether RLFs are 
meeting those goals by determining the economic impact the RLF is having in its 
region. It does this by looking at two measures: (1) “cost per job” and (2) 
“leverage ratio”. “Cost per job” compares the RLF total portfolio performance to 
the target identified in its RLF Plan. It is based on the amount of dollars loaned 
divided by the total number of jobs created and saved. The “leverage ratio” 
compares the amount of leveraged capital across the entire RLF portfolio to the 
cumulative amount of RLF dollars loaned. EDA regulations require a minimum 
leverage ratio of two dollars of additional investment for every one dollar of RLF 
funds loaned. EDA regulations define leverage requirements, including 
investment by the borrower and other public loan programs. 

 
2. Ratings and Remedies for Noncompliance: Corrective Action Plan (CAP) 

 
 Following receipt of an RLF Recipient's fiscal-year end RLF financial report, the EDA 
RLF Administrator will notify the RLF Recipient of the performance rating, i.e., Risk 
Analysis rating level (A, B, or C) for each RLF. The assigned level will be based upon the 
data and information provided in the most recent RLF financial report, the Recipient's 
overall numeric score on the Risk Analysis System, and a determination by the Regional 
RLF Administrator in consultation with the Grants Officer. Risk Levels A, B, and C are 
defined below: 
 

 Level A: RLF Recipients in Level A are managing their RLF award soundly and 
are almost always in compliance with EDA policies and regulations. These 
RLF Recipients exhibit the strongest performance and management 
practices. Any issues that arise are addressed in a timely manner. The RLF 
Administrator may determine that a Level A Recipient requires less frequent 
monitoring. These Recipients may be allowed to administer their RLF 
portfolios and resolve issues without significant EDA involvement. Level A 
Recipients will report to EDA on an annual basis within 90 calendar days 
following the end of their fiscal year. 
 

 Level B: RLF Recipients in Level B are fundamentally sound, but some 
deficiencies are present and will take time to resolve. Recipients are 
generally in compliance with EDA regulations and policies. While these RLF 
Recipients exhibit generally satisfactory results, the RLF Administrator will 
provide additional oversight and attention to assist the RLF Recipient with 
improving its performance. Level B Recipients will report to EDA on a semi-
annual basis within 30 calendar days following the end of their fiscal year 
and again within 30 calendar days of the end of the second quarter of their 
fiscal year. 
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 Level C: RLF Recipients in Level C exhibit performance deficiencies requiring 
additional oversight and intervention by the RLF Administrator. In general, 
multiple measures on the Risk Analysis System measures are scored as a “1”. 
Recipients may exhibit material noncompliance with EDA policies and 
regulations, which may result in the RLF Administrator having to propose 
formal enforcement actions, including suspension, corrective actions, 
termination, or transfer of the RLF Award. Level C Recipients will report to 
EDA on a semi-annual basis within 30 calendar days following the end of 
their fiscal year and again 6 months later. 

 
 As this updated Loan Fund Plan is being developed prior to the first year of CAMELS 
implementation by EDA, NCNMEDD anticipates that Fund staff hired since that last Plan 
and institution of the CAMELS rating system has inherited a Level C performance record 
due to previous poor management of the Fund by previous staff members.  Straightforward 
explanations and remedies for previous poor past performance are already in place, 
including this Plan update, and will be written up in a Corrective Action Plan promptly 
pursuant to the program requirements if necessary. 
 
PART TWO: REVOLVING LOAN FUND OPERATIONAL PROCEDURES 
 

A. Organizational Structure 
 

1. Loan Administration Board 
 

 North Central New Mexico Economic Development District (NCNMEDD) is a multi-
county economic development district formed pursuant to the Public Works and Economic 
Development Act (Public Law 89-136) by the U.S. Congress in 1965.  It was created in 1967 
by statutory authority of the Joint Powers Agreement (JPA) Act, Section 4-22-1 to 4-22-7, 
New Mexico Statutes Annotated, to assist local governments to develop and implement a 
regional economic development program under the authority of PL 89-136.  The JPA vests 
the powers of the organization is a 35-person Board of Directors. 
 
 By their adoption of this plan, the North Central Board of Directors reaffirms their 
appointment of the 9-person Executive Committee of the North Central Board as properly 
constituted pursuant to the JPA to serve as the North Central New Mexico Economic 
Development District Revolving Loan Administration Board (LAB).   
 
 The Executive Committee—serving as LAB—is tasked with the following 
responsibilities: 
 

 To provide overall oversight and guidance of the RLF program; 
 To periodically amend the RLF Plan as needed prior to its next required five-

year full Board review and approval date around Month, 2023. 
 To authorize, apply for, and accept capital contributions to the RLF; 
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 To create an RLF Loan Committee and appoint and/or replace members of 
the Committee; 

 To review and approve loans and establish terms, rates and other conditions 
of loans;  

 To approves RLF working arrangements with third parties, specifically 
private and public financing agencies, the fund attorney, and the fund 
auditor; 

 To make final decisions regarding loan collection or administration issues; 
and 

 On an exception basis, and when needed for timely approval actions, and/or 
to protect the interests of the RLF, the chair of the LAC or his/her designee 
may approve minor amendments to previously approved loans as well as 
loan collection actions. 

 To oversee and direct RLF staff with responsibility for effective 
communication and implementation of all policy and actions take by the 
Loan Administration Board. 

 
 A majority vote by a quorum constituted of at least five members of a properly 
notice LAB meeting is required to take formal action on any matter brought before the LAB.  
Three days written notice of meeting time, place, and purpose is required prior to any LAB 
action.  
 

2. RLF Loan Committee 
 
 By their adoption of this plan, the Executive Committee reaffirms their appointment 
of a 3-person Loan Committee of the North Central Board comprised of 
 

 Michael Padilla, Rio Arriba County Board Member, title 
 Ernesto Salazar, Mora County Board Member, title 
 David Woodruff, Los Alamos County Representative, title 

 
Need to include banking credentials on the brief bios of the Committee members. 
 
 The principal but not all-inclusive purposes of the Loan Committee is to meet on an 
as needed basis to:  
 

 Review loan applications, advise prospective borrowers, and makes final 
recommendations to LAB on applications for loans.  

 Makes recommendations to the LAB regarding whether to call delinquent 
loans. •  

 Makes recommendations to BFEDD regarding whether to liquidate assets 
held by fund as collateral.  

 Initiate and approve procedural changes in day-to-day fund operations and 
paperwork. 
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 The LAB may change the structure or membership of the RLF Committee as needed 
during the five-year term covered by the Plan. 

3. RLF Staff 
 
 Following are the roles and responsibilities of Fund staff at the time of Plan 
implementation.  Upon consultation with the Loan Committee, these roles and 
responsibilities are subject to reasonable changes as needed to fulfill the mission of the 
Fund and maintain compliance with all EDA and Fund requirements and workload. 
 

a. Executive Director 
 
 The Executive Director of the North Central New Mexico Economic Development 
District also serves as the Chief Executive Officer of the RLF.   His primary roles with the 
Fund are to hire and oversee day-to-day project Fund staff, if any; arrange meetings of the 
Loan Committee and Loan Administration Board as needed; ensure proper implementation 
of the Fund; and review and execute and ensure proper records are kept of loan 
documents.  
 

b. Community Development Manager 
 
 At the time of this plan, the Executive Director has delegated day-to-day Fund 
management responsibilities to the Community Development Manager.  The Community 
Development Manager is responsible for identification and documentation of business loan 
applications; providing business assistance to prospective and actual borrowers; fulfilling 
Fund environmental compliance requirements; working with prospective borrowers, 
senior lenders, Executive Director, Loan Committee, and Loan Administration Board to 
reach mutually agreeable terms; to write-up prospective loan arrangements and prepare 
materials for Loan Committee and LAB review; to service loans including loan collections, 
handling defaulted loans and foreclosures; and administering the fund by keeping the RLF 
Plan and EDA reporting requirements up to date. 
 

c. Administrative Assistant  
 
 Monthly billing and financial recordkeeping using the mandated GMSS software 
program is the responsibility of the NCNMEDD Administrative Assistant.   
 

4. Conflicts of Interest 
 

a. General 
 

 It is Fund policy to maintain the highest standards of conduct to prevent 
conflicts of interest in connection with the award of Investment Assistance or its use for 
reimbursement or payment of costs (e.g., procurement of goods or services) by or to the 
Recipient. A conflict of interest generally exists when an Interested Party* participates in a 
matter that has a direct and predictable effect on the Interested Party’s personal or 
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financial interests. A conflict may also exist where there is an appearance that an Interested 
Party’s objectivity in    his or her responsibilities under the Project is impaired. For 
example, an appearance of impairment of objectivity may result from an organizational 
conflict where, because of other activities or relationships with other persons or entities, 
an Interested Party is unable to render impartial assistance, services or advice to the 
Recipient, a participant in the Project or to the Federal government. Additionally, a conflict 
of interest may result from non-financial gain to an Interested Party, such as benefit to 
reputation or prestige in a professional field.  
 
 Interested Party means any officer, employee or member of the board of directors 
or other governing board of the Recipient, including any other parties that advise, approve, 
recommend or otherwise participate in the business decisions of the Recipient, such as 
agents, advisors, consultants, attorneys, accountants or shareholders. An Interested Party 
also includes the Interested Party's Immediate Family and other persons directly 
connected to the Interested Party by law or through a business arrangement. 
 

b. Prohibitions on direct or indirect financial or personal benefits  
 

i. An Interested Party shall not receive any direct or indirect 
financial or personal benefits in connection with the award of 
Investment Assistance or its use for payment or 
reimbursement of costs by or to the Recipient.  

 
ii. An Interested Party shall also not, directly or indirectly, solicit 

or accept any gift, gratuity, favor, entertainment or other 
benefit having monetary value, for himself or herself or for 
another person or organization which has obtained or seeks to 
obtain Investment Assistance from EDA.  

 
iii. Costs incurred in violation of any conflicts of interest rules 

contained in this chapter or in violation of any assurances by 
the Recipient may be denied reimbursement.  

 

c. Special rules for Revolving Loan Fund (“RLF”) Grants. In addition to 
the rules set forth in this section  

 
i. An Interested Party of a Recipient of an RLF Grant shall also 

receive, directly or indirectly, any personal or financial benefits 
resulting from the disbursement of RLF loans;  
 

ii. A Recipient of an RLF Grant shall also not lend RLF funds to an 
Interested Party; and  

 

iii. Former board members of a Recipient of an RLF Grant and 
members of his or her Immediate Family shall not receive a 
loan from such RLF for a period of two (2) years from the date 
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that the board member last served on the RLF’s board of 
directors.  

B. LOAN PROCESSING PROCEDURES 
 

1. Standard Loan Application Requirements 
 

 Generally, the NCNMEDD Loan Committee will accept the loan application materials 
required by a senior participation lender accompanied by the “financing not otherwise 
available documentation.”  When those materials don’t include required loan file 
requirements cited elsewhere in the Plan, those elements must be submitted to complete 
the application process.  In the event they’re needed for loans with alternate proposed 
structure to a participation loan, NCNMEDD provides prospective clients with the loan 
application requirements and review process documented in Appendix A. 
 

2. Credit Reports 
 
 Standard commercial and personal credit reports on all principals owning 10% or 
more of a business under consideration for a loan and the business are expected to be 
provided with loan application materials. Adverse credit deficiencies that would cause any 
typical underwriter to question the ability and or willingness of the potential borrower to 
repay the loan will be deemed a valid reason for declining the request. A summary review 
of the results of the credit reports shall be a part of the loan write-up.   
 

3. Uniform Commercial Code (UCC) Lien Search 
 
 A UCC search shall be completed to determine any existing liens, where personal 
property is being taken as security (i.e. equipment, or business assets).  A real estate title 
report will be required in those instances where real property is being taken as collateral. 
 

4. Appraisals 
 

 Appraisal reports or other valuation determinations will normally be obtained, 
where existing fixed assets and/or real properties are being used as primary collateral. 
Appraisals will utilize qualified appraisers having expertise appropriate to the assets being 
pledged. The cost of these appraisal(s) shall be for the account of the borrower, whether 
or not the loan is approved. 
 

5. Environmental Review 
 
 The Community Development Manager will ensure that compliance is met per EDA 
regulations in accord with the following procedures.  

 
 A determination needs to be made whether the project will result in a 

significant adverse environmental impact. The applicant may be asked to 
submit additional documentation as necessary to make the determination. 
No activity shall be financed which would result in a significant adverse 
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environmental impact unless that impact is to be mitigated to the point of 
Insignificance. When necessary to ensure compliance, any required 
mitigation shall be made part of the loan conditions.  

 
 A determination of whether the project involves new above-ground 

development within a floodplain based on a review of the proposed 
development against FEMA Flood Insurance Rate Maps. No activity shall be 
financed which would result in new above-ground development in a 100-
year floodplain, per E.O.11988. This determination will be made by 
reviewing the proposed development against FEMA Flood Insurance Rate 
Maps.  

 

 A determination of whether the project will be located within or adjacent to 
any wetland area. The applicant may be required to provide wetland 
delineation information as necessary. No activity shall be financed which 
would result in alternation of any wetland or in any adverse impact on any 
wetland without consultation with the U.S. Department of the Interior Fish 
and Wildlife Service and, if applicable, a Section 404 Permit with the Army 
Corp of Engineers shall be obtained.  

 

 An applicant shall notify the State Historic Preservation Officer {SHPO) of 
each approved loan that involves significant new construction and expansion 
and request and receive comments on the effect of the proposed activity on 
historic and archaeological resources prior to closing of the loan. In cases 
where SHPO has recommended actions or has determined an adverse impact, 
the Recipient and loan applicant must work with the SHPO and EDA to 
address any issues identified before the loan is closed.  

 

 All loan applicants are required to provide information regarding whether or 
not there are hazardous materials such as EPA listed hazardous substances 
(see 40 CFR 300), leaking underground storage tanks, asbestos, p 
polychlorinated biphenyls (PCB), or other hazardous materials present on or 
adjacent to the affected property that have been improperly handled and 
have the potential of endangering public health, If deemed necessary, loan 
applicant may be required to perform or provide evidence of performance of 
a Phase I Site Assessment to identify possible sources of contamination, a 
Phase II Site Assessment to test soil and/or groundwater samples, and a 
Phase Ill Site Remediation involving mitigation of applicable contaminants. 
No activity shall be financed which involve unresolved site contamination 
issues. Loan applicant shall be responsible for working with the appropriate 
state environmental agency office to resolve any outstanding issues before 
any loan can be approved for the affected site. 

 

6. Loan Write Up 
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 The following outline provides general non-exclusive guidance for elements that can 
be included in loan presentations to the Loan Administration Board. 
 

 Evidence that the Borrower is in the Target Area approved by EDA. 
 Recommendation: Support funding recommendation based on analysis of the 
 business' industry, its place in that industry, financial analysis, and ability to 

repay. 
 Findings: Indicate if borrower is eligible, under criteria established in the RLF 

Plan and EDA Grant Agreement.  
 Description of Business  
 Background and History of Business Operation: Describe the history and 

background of the business, including a brief industry analysis.  
 Detailed description of the borrower; i.e., is it a corporation, partnership, sole 

proprietorship, list owners and their percentage of the business.  
 List of names and relationships of the guarantors to the owners of the business 

as appropriate.  Provide loan details: (a) Loan Request: State the amount of the 
request State the recommended monthly amortization and term. (b) Interest: 
Indicate the rate, specifying a fix rate. (c) Use of Funds by category. (d) Loan 
Fees: The maximum fee charged will be 1% of the total loan amount. Applicants 
shall be responsible for any outside costs incurred for processing, such as 
appraisals, environmental reports, credit reports, etc.  

 Purpose: Describe in detail the purpose of the loan by category, i.e., fixed asset 
financing, tenant improvements, etc. Be specific about sources and uses of 
proceeds to complete the project. Any proposed exceptions to loan policies need 
to be explained.  

 Credit Report: Indicate the results of the credit reports obtained on the 
principals, guarantors, and company.  

 Financial Analysis: Indicate the source of information for the analysis. Describe 
the company's financial performance as reflected by its financial statements, 
with special emphasis on revenues and operating income, leverage, cash flow, 
and debt capacity. Projection should be consistent with historical performance 
unless there is an extraordinary event such as a new contract. Any significant 
changes in financial positions or performance of the company will be explained. 
Personal Financial Analysis: Write an analysis of the principal's and guarantor(s) 
personal financial statements. Any significant changes in financial position or 
performance will be explained.  

 Collateral: Describe the collateral pledged for this loan, and indicate the secured 
position of the RLF. If property is being pledged, show the present market value 
and the net equity available for all properties pledged. Date of appraisal, name of 
appraiser and loan to value must also be included.  

 Job/Cost Ratio: Divide the total loan amount by the number of jobs saved and/or 
created as a result of the loan.  

 Public Benefit: Describe the benefit of this loan in terms of jobs retained and/or 
created. Indicate the value of this borrower to the community. Jobs saved are 
defined as jobs that would be imminently lost without RLF assistance.  
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 Environmental Problems: Discuss any environmental review in connection with 
the loan, including, any City environmental review and the results of any 
required Phase I or Phase II environmental study. Attach an environmental 
checklist or other review that is relevant to consideration of the loan. Indicate 
what actions the borrower must take to comply with any environmental findings 
or requirements. 

 
7. Procedures for Loan Approval 

 
 Once the Community Development Manager has a loan presentation prepared for 
LAB review, it is first vetted by the RLF Loan Committee.  The Loan Committee, which 
meets on an ad hoc, as needed, basis is provided with the Loan presentation.  The 
committee reviews the loan and addresses the merits of the case.  Any concerns raised are 
reported to the applicant who is assisted to address the concerns in an iterative fashion 
with communication occurring between the Client and RLF Loan Committee as often as 
necessary and as quickly as possible. 
 
 Once concerns are addressed and the RLF Loan Committee can recommend a loan, it 
is placed on the agenda of the North Central Executive Committee, acting as Loan 
Administration Board, said group chaired by the President of the Board or his designee.  All 
members of the Board have signed conflict-of-interest and confidentiality statements.  The 
LAB meets monthly.  The LAB has adopted a two-meeting loan review and approval 
process.  At the first meeting, the loan is presented for information purposes only.  This is 
an introductory meeting at which Members review the loan package and make inquiries 
and suggestions about issues the project that may need to be addressed prior to approval.  
Additional due diligence may be conducted between the two meetings.  The loan is 
presented a second time once all issues raised at the first meeting have been addressed.  
Unless the matter is deferred, the Board will approve, disapprove or tables a request 
through a formal motion.  If approval is given, the motion includes all terms and conditions 
the Board imposes on the borrower in question.  Standard loan language and terms are 
included by default in the loan documents presented which become a part of the Executive 
Committee meeting record.  Minutes of the Loan Administration Board are corporate and 
public records and constitute legal documentation of formal action on the loan.  A summary 
of loans made is presented to the full Board at every Board meeting. 
 
 The Executive Director notifies the borrower and the participating bank of the 
Board’s decision in writing within one week of the meeting.  A commitment letter is sent if 
the Board has approved the loan.  A standard decline letter is used when the loan is not 
approved. 
 

C. LOAN CLOSING AND DISBURSEMENT PROCEDURES 
 

1. Loan Closing Documentation Guidance 
 
 Loan closing documents generally include the following and any other documents 
deemed necessary: 



NCNMEDD RLF Plan 2018  Page     25 

 

 
 Loan Application Materials including credit not otherwise available letter 
 Loan Write Up 
 Minutes of LAB approval 
 Loan agreement 
 Promissory note 
 Deed of trust or mortgage 
 Appraisals 
 Title insurance 
 General security agreement 
 UCC filing 
 Intercreditor agreement 
 Opinion of counsel 
 Corporate guarantees 
 Personal guarantees 
 Life insurance policy and assignment 
 Hazard insurance policy and assignment 
 General corporate resolution to borrow 
 Certification by corporate secretary 
 Survey of property 

 
2. Closing Procedure Guidelines 

 
 Following a favorable decision of the Loan Administration Board, the Executive 
Director sends a commitment letter to the borrower and the participating bank.  The 
commitment letter may contain pre-closing conditions and always contains an expiration 
date based on the conditions of the proposed deal.  The commitment letter should specify 
the amount, rate and term or the loan.  It should clearly indicate collateral, special terms 
and conditions, special disbursement procedures, uses of the proceeds and anything else 
the board specified in its action on the loan.  Return of the signed commitment begins the 
closing process.   
 
 For participated loans, closings are usually led by the senior lender in collaboration 
with RFL Loan Fund staff.  The senior lender is responsible for preparing the loan closing 
documents, scheduling the closing, and conducts the loan closing. Most of these loans are 
partially or totally funded at the loan closing.  RLF staff are responsible to review the 
loan closing documents, prepare and execute a participation agreement with the bank, and 
provide funds to purchase the pro-rata share of the participation at closing or such time as 
called for in closing documents. The RLF collects copies of all executed loan closing 
documents in addition to the participating agreement for the loan files at this time. The 
bank and the RLF then are are obligated to carry out the responsibilities contained in a 
“Participation Agreement” executed by the two parties. 
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 In some cases, the RLF will make a direct loan. Normally, this is done only to save 
the company or provide additional funds to projects which are already funded by the RLF 
and where funds are otherwise unavailable. The loan closing and funding is done entirely 
RLF staff with or without legal counsel. The RLF staff prepares the note and loan closing 
documents which are placed in the loan file and maintained in the same manner as a 
participating RLF loan. In this type of loan, RLF is solely responsible for servicing, whereas 
with bank participation loans, the bank provides the servicing function with the RLF 
verifying annually that the UCC’s are renewed, insurance is current and annual financial 
statements have been provided. Prior to closing and disbursement of funds, the Loan 
Program Staff and Executive Director will review the loan application for completeness and 
review the closing instructions for consistency with the loan application and board 
approval.  The Loan Fund Staff will also sign off on the loan application and closing 
checklists to determine completeness and will certify that this review has been conducted 
prior to closing.     
 

3. Loan Disbursement Requirements 
 
 On participated loans, the RLF will release funds to the senior lender as stipulated in 
the Participation Agreement.   The senior lender will release funds according to time 
schedule in their loan agreement with the Borrower. 
 
 On other than participated loans, all closing requirements must be met and all fees 
paid before funds are disbursed.   
 

 Working capital loans may be disbursed prior to any supporting documentation, 
but the borrower must provide sufficient evidence that the funds were used 
according to the loan agreement.  The borrower must abide by conditions in the 
commitment to provide financial statements, payables and receivables, and 
other documents. 

 
 Generally, the District will issue checks directly to vendors for purchase of 

machinery and equipment to guarantee the use of funds and to secure the 
equipment as collateral. 

 
 For projects involving construction, the RLF staff will distribute funds based on a 

schedule of completion.  The borrower, architect or contractor will certify the 
percent of completion and submit a draw request to the RLF staff.  Five percent 
shall be retained until all lien waivers have been reviewed and approved, and a 
certification of completion has been submitted to NCNMEDD.  No funds will be 
disbursed until a Davis-Bacon Wage Determination has been received for the 
proposed project and the borrower and/or contractor certifies compliance. 

 
D. LOAN SERVICING PROCEDURES 
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1. Loan Payment and Collections Procedures 
 On participated loans, a lead bank will receive all payments and remit to NCNMEDD 
its share of interest and principal as negotiated in the participation agreement.   District 
administrative staff receive and post payments, most of which are made electronically or 
by mail.   No NCNMEDD receipt is provided to the borrower.  RLF staff enter payments into 
a proprietary GMSS loan management software program.  RLF financial and loan servicing 
records are reconciled monthly. 
 
 On non-participated loans, RLF staff is responsible for the administration, 
monitoring and the servicing of the loan from loan disbursement through full payment.  
North Central provides borrowers with amortization schedule showing amounts and dates 
due and invoices the borrower by mail for payments according to this schedule on a 
monthly basis.  Using GMSS software, RLF staff is able to prepare reports of disbursements, 
receipts of interest and principal and any past due accounts at any time.  Timely 
notification of any payment due and not paid will be provided. Late fees (which will be 
incorporated in the body of the Promissory note) shall be 5% of the payment outstanding 
and begin accruing on the next calendar day after the payment is due. If the loan is past due 
more than 15 business days, late fees commence being charged. 
 

2. Loan Monitoring Procedures 
 
 Staff of the participating bank and the District are responsible for maintaining the 
system to insure items such as annual UCC filings, financial statements, insurance updates, 
and other compliance requirements are maintained.   Letters are used to remind Borrowers 
of their obligations and need to submit documentation that said obligations have been 
fulfilled.  Letters or telephone call may be as frequent as needed to ensure compliance with 
the terms of the loan agreement. 
 
 RLF staff will monitor the loan reports monthly for defaults in covenants and loan 
payments.  The loan payment schedule will be kept up-to-date with payments posted as to 
principal and interest. Delinquencies in payments will be addressed by mail, telephone, or 
personal visits from the staff as described below. Delinquencies can be resolved by 
payment, loan restructuring, moratorium on payments or other techniques upon approval 
of the LAB.  Unresolved delinquencies will be declared loan default and foreclosure 
procedures will be initiated according to policy.  
 

3. Loan File 
 
 Loan documents are kept in a multi-part file which separates applications, security 
agreements, notes, correspondence.  At a minimum, loan files include: 
 

 Application, and all documents required for applications; 
 Loan commitment letter 
 Loan agreement 
 Promissory note; 



NCNMEDD RLF Plan 2018  Page     28 

 

 Security agreements; 
 Regular required submissions, i.e., financial statements, IRS, etc.; 
 Annual site visit reports; 
 Annual insurance certifications; 
 Job reports; 
 Correspondence; 
 Documents required for participations; 
 Other documents, as necessary. 

 
 A fireproof, locking file cabinet has been purchased for maintenance of loan 
documents.  Current loans are kept in that file.   
 
 Loan servicing is managed through GMSS software purchased in 1997.  All 
information required for EDA reporting is managed via GMSS.  A local backup of the data is 
maintained in a fireproof box.  An offsite backup is sent monthly to GMSS as part of the 
software maintenance agreement. 
 

4. Late Payment Follow up Procedures 
 
 In accordance with most anticipated participation agreements with service fee 
terms, the primary responsibility for late payment follow-up will be the participating bank. 
In the case of chronic late payments or extended delinquency, the loan will be referred back 
to the Loan Administration Board for review.  It will be considered at the next meeting for a 
Board decision on resolution of the issue. 
 
 In cases where RLF staff are directly involved in servicing loans, upon noting that a 
payment due was not made, RLF staff will contact the borrower promptly to determine the 
problem, if any exists. 
 
 Staff will send a written notice of delinquent payment 10 working days after due 
date with notification of late penalty, and will notify the RLF staff in writing. 
 
 RLF staff will send a second written notice 30 days after the due date. During the 
first 30 days of delinquency, written and oral communication, as well as site visits by RLF 
staff will be utilized to resolve the delinquency 
 
 RLF staff will send a third written notice 60 days after the due date. 
 
 RLF staff will send a fourth written notice 90 days after the due date. If, after 90 
days a delinquency still exists and the loan has not been renegotiated or brought current, 
the loan will generally be determined to be in default and recovery of the security will 
commence. 
 
 Any renegotiation of loan terms to remedy a default must be approved the LAB. 
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If at any time during this 90-day period, the Community Development Manager believes 
that the borrower cannot or will not bring the loan current, with Loan Administrative 
Board approval, RLF staff can declare the loan in default and begin recovery against 
collateral, if deemed appropriate. 
 
 Interest and penalties will be assessed according to the terms of the loan agreement 
during this time. 
 
 A borrower may request a restructuring of the debt or a moratorium on principal 
payments.  The Executive Director may approve a moratorium for up to three months.  A 
longer moratorium or a full restructuring requires board approval and is based on current 
financial information from the borrower. 
 
 In accordance with the promissory note, the borrower agrees to pay all expenses 
and costs of collection, including reasonable attorney’s fees, if suit be brought upon the 
Note or if attorneys are employed to collect it.  The Note and any past due installment or 
payment of principal or interest shall bear interest from maturity, by acceleration or 
otherwise, at a rate of twelve (12) percent per annum until paid. 
 
 In the event of any of the following situations, NCNMEDD may accelerate maturity of 
a delinquent note, and the unpaid balance and interest shall immediately become due and 
payable, to-wit: (a) failure to cure default in any payment required to be made hereunder 
within a period of thirty (30) days after the date of mailing of written notice of such default 
addressed to the borrower; or (b) breach of any statutory or other condition or obligation 
of any security interest securing the payment of the Note; or (c) insolvency of borrower or 
a general assignment by the borrower for the benefit of creditors, or, to the extent allowed 
by law, in the event that the Federal Bankruptcy Code, as amended, or any state insolvency 
status is invoked by or against the borrower, or a receiver appointed of any of the assets of 
the borrower.   
 

5. Procedure for Handling Delinquent Loans 
 
 Delinquent RLF accounts will be addressed on an individual basis by the 
participating bank and the RLF Board.  Staff will report late accounts monthly to the Board, 
with a report on the participating bank’s progress toward collection under the remedies 
described above.  When an account is declared delinquent, the participating bank, the 
Board and RLF staff will examine the program objectives of the RLF, the performance of the 
loan, the financial position of the borrower, the impact on the community, and the 
condition of the collateral.  The Loan Administration will then direct the staff to work with 
the participating bank to modify or restructure the loan, to provide additional technical 
assistance to the borrower or to seek immediate collection through the normal foreclosure 
process as prescribed by New Mexico State law.  
 
 NCNMEDD may engage legal assistance in pursuing foreclosure or other legal 
remedies against delinquent loans. 
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6. Write Off Procedure  
 

 After 180 days of continuous delinquency, if the LAB determines that all reasonable 
restructuring or collection avenues have been exhausted loans, the LAB will authorize the 
loan to be written off.   

 
E. ADMINISTRATIVE PROCEDURES 

 
1. Accounting 

 
 The RLF will operate in accordance with generally accepted accounting principles 
(‘‘GAAP’’) as in effect from time to time in the United States and the provisions outlined in 
OMB Circular A–133 and the Compliance Supplement, as applicable. 
 
 RLF loan payments are accounted for by a computerized system purchased from 
and supported by GMSS.  All data required from EDA compliance is entered into the system, 
which provides both individual loan profiles and aggregate reports.  Monthly payments are 
entered into the system.  Monthly reports of loan activity are made to the Loan 
Administration Board and Executive Director. 
 
 At the same time, receipts and expenditures are monitored through the District’s 
automated accounting system, MIP.  A separate checking account is maintained for the EDA 
RLF.  Checks, which require two signatures, are written from that account for loan 
disbursements.  Receipts from loan payments are posted to that account when received.  
Fees are posted to that account when received.  Deposits of such checks are made within 24 
hours.  The account is reconciled monthly. 
 
 Transfers are made from that account to the general fund for operating expenses.  
An administrative budget is approved annually by the board of Directors and 
administrative expenditures are monitored monthly against that target.  Approval for 
administrative expenses in excess of 50% of interest payment and account interest income 
is requested of EDA in September, if required.  Usually, a request is made to use up to 80%, 
because of the size of the District and difficulty in monitoring and marketing loans.   
 
 GMSS and MIP reports are reconciled quarterly, serving as an internal audit 
mechanism.   Semi-annual reports are made to EDA in April and October, as required. 
 

2. Administrative Costs 
 
 North Central will use RLF income to pay for reasonable administrative costs 
associated with the RLF’s operations in accordance with the standards for this practice. 
RLF Income will fund administrative costs, provided:  
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 Such RLF Income and the administrative costs are incurred in the same six-month 
Reporting Period; 

 RLF Income that is not used for administrative costs during the six month Reporting 
Period is made available for lending activities;  

 RLF Income shall not be withdrawn from the RLF Capital base in a subsequent 
Reporting Period for any purpose other than lending without the prior written 
consent of EDA; and  

 The RLF Recipient completes an RLF Income and Expense Statement (the ‘‘Income 
and Expense Statement’’) as required;  

 The RFL will adhere to federal cost principles and audit requirements as found in: 
(1) 2 CFR part 225 (OMB Circular A–87 for State, local, and Indian tribal 
governments), 2 CFR part 230 (OMB Circular A–122 for non-profit organizations 
other than institutions of higher education, hospitals or organizations named in 
OMB Circular A–122 as not subject to such Circular), and 2 CFR part 220 (OMB 
Circular A–21 for educational institutions); and (2) OMB Circular A–133 for Single 
Audit Act requirements for States, local governments, and non-profit organizations 
and the Compliance Supplement, as appropriate. 

 
3. Capitalization Utilization and Sequestration 

 
a.   Capital utilization standard.  

 
 The RLF strives to manage their repayment and lending schedules to meet EDA’s 
requirement that at all times at least 75 percent of the RLF Capital is loaned or committed.  
 

b. Sequestration Requirement of excess funds 
 
 Pursuant to RLF regulations, if the percentage of loaned RLF Capital falls below the 
75% capital utilization standard for two consecutive Reporting Periods, EDA may require 
the RLF Recipient to deposit excess funds in an interest-bearing account. The portion of 
interest earned on the account holding excess funds attributable to the Federal Share of the 
RLF Grant shall be remitted to the U.S. Treasury. The RLF Recipient must obtain EDA’s 
written authorization to withdraw any sequestered funds. 
 

4. EDA Reporting 
 
 North Central EDA RLF Staff will complete and submit a semi-annual report 
documenting activities during the reporting period and certifying that the RLF continues to 
operate in accordance with the applicable RLF Plan.  If needed, the RLF staff will describe 
any modifications to the RLF Plan to ensure effective use of the RLF as a strategic financing 
tool.  At this time, the RLF will submit Form ED–209I or any successor form for the 
appropriate required Reporting Period in electronic format, unless EDA approves a paper 
submission.  
 

5. Audits 
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 A financial audit will be conducted on the RLF program annually. The chosen 
external auditing firm will audit the program in compliance with guidelines published in 
the federal office of Management and Budged (OMB) Circular A133 in accordance with 
generally accepted auditing standards, and the standards for financial and compliance 
audits contained in the U.S. General Accounting Office “Standards for Audit of 
Governmental Organizations, Programs, Activities, and Functions”. LAB members shall 
receive copies of the written audit and any other reviews that may be performed. 
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APPENDIX A: SAMPLE PARTICIPATION AGREEMENT 
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APPENDIX B: NCNMEDD RLF LOAN FUND APPLICATION 
 
 
 
 
 


