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VILLAGE OF SHOREWOOD
TAX INCREMENTAL DISTRICT NO. 1
BUSINESS INCENTIVE FUND
Introduction
In 2007, the Village of Shorewood established the Business Incentive Fund for Tax Incremental District (TID) No. 1. This fund is intended to be used to improve properties and enhance the tax base within the TID. Businesses and property owners are eligible for low-interest loans to finance business expansion or start-up projects. Loan funds that are repaid to the Village will be used to assist other businesses within TID No. 1. The purpose of this plan is to set forth the criteria for the financing that is available from the program.

Purpose 
The Business Incentive Fund has been established to increase the tax base of TID No. 1 through the retention and expansion of existing, and the development of new, small businesses. The Fund is also intended to provide assistance to business owners who wish to purchase property within the TID. Small- and medium-sized businesses often lack the necessary capital to develop or expand their operations, and, as such, this lack of capital has a significant impact on the local tax base.
The loan fund includes funding mechanisms and interest rates that are designed to encourage business development, while providing for the recapitalization and growth of the Fund.  
Eligible Applicants
Eligible applicants for the Business Incentive Fund are business establishments or property owners located in TID No. 1 or those that will locate in the TID as a result of loan fund financing. These applicants must demonstrate that they are unable to access the financing necessary for the business or real estate project through conventional sources.

Administration 
The monies in the Business Incentive Fund shall be the property of the Village of Shorewood Community Development Authority (CDA) and funding decisions relative to loan applications shall be made by the (CDA), except that any member of the CDA, who so desires, may request that a specific funding request under consideration be forwarded to the Village of Shorewood Board of Trustees for a final decision. Village staff, with assistance provided by the Southeastern Wisconsin Regional Planning Commission (SEWRPC), shall be responsible for day-to-day administration of the program. 

Application Procedures
Businesses that are interested in applying for financing should contact Jim Plaisted, c/o Village of Shorewood, 3930 N. Murray Avenue, Shorewood, Wisconsin 53211. A copy of the loan application and a list of the supporting documentation needed for each application are included as Attachment A to this plan. Following the submittal of the application, Village staff will examine the application and supporting documentation for completeness and make a determination within 20 working days on whether or not the proposed project conforms with the standards and policies as set forth in this plan.

Once Village staff has completed its review of the application, the applicant business will be informed of any deficiencies, and requested to amend the application, if necessary. Upon receipt of a completed application, the application will be forwarded to the CDA for consideration together with a staff funding recommendation. 

Standards and Policies
The following standards and policies will be utilized in the Business Incentive Fund:

1. 
Funding Limits: The maximum amount of funding available for each applicant is $25,000. For loan requests of more than $25,000, approval from both the CDA and Village Board are required to waive the funding limit.

2. Type of Financing Available: All monies will be provided in a manner that enhances the viability of the proposed project.  The CDA, at its discretion, may waive the requirement for providing loans on an installment basis. 
3. Project Initiation: All Business Incentive Fund and matching monies must be spent following approval of the loan by the CDA, unless waived by the CDA.
4. Private Sector Leverage Ratio: A minimum of one dollar of private sector investment will be required for each dollar of CDA investment. Private sector investment is defined as financing from a private lending institution and cash equity that is contributed to the project by the applicant. Applicants will be required to utilize a private financial institution to finance all or a portion of the private sector match. In addition, all private sector dollars must be obtained from a non-public source and no public funds of any type may be counted towards leveraged private investment. The CDA, at its discretion, may waive the requirement for private financial institution participation in projects for loans of less than $10,000.
5. Community Benefits: Applicants must demonstrate tax base enhancement to be eligible for funding. In particular, Business Incentive Fund monies contributed to a project must not exceed 30 percent of the existing fair market value of the property as reported by the Village Assessor or an appraiser acceptable to the CDA.

Applicants for funding must also demonstrate that the project will meet a public purpose test, such as providing jobs, enhancing the tax base, or increasing tourism and consumer utilization within TID No. 1.

6. Eligible Activities: Activities eligible for funding through the Business Incentive Fund include:

a) Real property acquisition, building demolition, site preparation, and similar site-related redevelopment activities to stimulate business development.

b) Interior and exterior building rehabilitation and new construction.

c) Leasehold improvements; the acquisition of furniture, fixtures, and equipment; and working capital.

7. Ineligible Activities: Activities not eligible for funding through the Business Incentive Fund include:

a) Purchasing equity in private businesses.

b) Subsidizing interest payments on existing loans and other working capital expenses.

c) Refinancing loans made by other lenders or investors.

d) Contributing equity required of borrowers participating in other loan programs.

e) Financing deposits in interest-bearing accounts, certificates of deposit, and other cash investments.

8. Standard Loan  Terms: Standard terms for installment loans are as follows:

a) Real property acquisition, site-related redevelopment, building rehabilitation—maximum of 10 years.

b) Furniture, fixtures, and equipment; leasehold improvements; and working capital—maximum of 7 years.

The specific term for an individual borrower will be based on the useful life of the asset, as well as the terms offered by the private sector financial institution participating in the project. However, the CDA retains the right to adjust individual loan terms in order to facilitate a successful loan fund project. 

9. Need Determination: Each applicant must demonstrate that Business Incentive Fund financing is necessary to make the project feasible.

10. Interest Rate: Loans may be provided at below-market interest rates when necessary to make a project feasible. The maximum interest reduction will be 50 percent of the current Wall Street prime rate of interest or 4.0 percent, whichever is less.
11. Deferral of Principal and Interest: The Business Incentive Fund has the option of deferring principal and interest payments upon demonstration by the recipient business that a deferral is required to make the project feasible. The period of time for which a deferral can be provided will be negotiated with the CDA on a case-by-case basis. Interest will accrue during the deferral period or be cancelled at the discretion of the CDA. 

12. Equity Requirements: The CDA may require an equity injection for Business Incentive Fund projects, when appropriate. Consideration will be given for individuals who have made substantial equity commitments to the applicant business, as well as to individuals who do not have sufficient financial resources to contribute to the project.
13. Collateral Requirements: Each Business Incentive Fund project will include a financing agreement between the CDA and recipient business that details the terms and conditions of the loan fund financing, along with supporting collateral documents. In addition, performance bonding may be required when deemed necessary to protect the CDA’s interest in the project.

Collateral requirements will be determined on an individual basis by the CDA and may include mortgages on land and buildings; liens on furniture, fixtures, and equipment; and liens on accounts receivable and inventory. This collateral may be subordinated to private sector financial institutions participating in the project, if required. Personal guarantees from the principals of the business will be required. In addition, junior liens on all business assets may be used where appropriate.

Finally, loan recipients will be required to obtain property-casualty insurance for the appraised value of the property being financed, and have the CDA listed as an additional insured on the policy.

14. General Policies for Restructuring Loans: Business Incentive Fund loans may be restructured when restructuring will improve the borrower's ability to repay the loan, as long as the business is financially viable as evidenced through a business credit analysis. The Village staff will work with the owner(s) of the business to determine the need for restructuring, and, if appropriate, the CDA may restructure the loan to improve cash flow within the business. Restructuring can include deferring principal and interest payments, adjusting the rate of interest, or providing additional working capital.

15. Loan Application Fee: The CDA will require a loan application fee of $300 to be paid at the time of loan application. If the requested financing is approved, the fee may be added to the principal amount of the loan and paid with program monies. The CDA reserves the right to waive or reduce this application fee.

16. Financing Origination Fees: The CDA will require a loan origination fee equal to 1.0 percent of the loan amount, plus payment of all legal fees incurred by the CDA for the loan closing. The fees may be added to the principal amount of the loan and paid with program monies. The CDA reserves the right to waive or reduce these financing origination fees. 

17. Availability of Funds: Available funding for the loan fund program will be established by the Village Board and the CDA on an annual basis. In those instances where the number of requests exceeds available funding, Business Incentive Fund applications will be prioritized based upon the use of the funds, the date of receipt of all requested application materials, the community benefit, and the amount of private sector leverage that is included in the project. When feasible, the amount of CDA monies contributed to each project will be reduced in order to facilitate as many requests as possible.

18. Project Completion Date: All projects must be initiated within 12 months following approval of the financing application and completed within two years of the issuance of a building permit, if required. The CDA may provide extensions beyond the time limit, if warranted, upon the request of the applicant.

19. Additional Requirements: All CDA-financed activities must: 

a) Conform with the TID No. 1 Project Plan and the Village of Shorewood Master Plan and design guidelines.
b) Have the applicant retain ownership for sufficient time to complete the project, stabilize its occupancy, and establish project management.
c) Not damage designated Village landmarks. 

d) Comply with all applicable policies, rules, codes, regulations, and statutes of the Village and State.

*   *   *

Attachment A

VILLAGE OF SHOREWOOD
BUSINESS INCENTIVE FUND APPLICATION

Name:   
_________________________________________________________

Address:
_________________________________________________________


_________________________________________________________

Business Name: _____________________________________________

Telephone No.:  _____________________

Brief Project Description:

________________________________________________________________________________
________________________________________________________________________________
________________________________________________________________________________
________________________________________________________________________________
Sources and Uses of Funds

	
	Business Incentive Fund 

Loan
	Bank
Financing
	Equity

Financing
	Total

	a) Land Purchase
	
	
	
	

	b) Building Purchase
	
	
	
	

	c) Building Construction
	
	
	
	

	d) Building Renovation
	
	
	
	

	e) Capital Equipment
	
	
	
	

	f) Working Capital
	
	
	
	

	g) Closing Costs
	
	
	
	

	TOTAL COSTS
	
	
	
	


Business Incentive Fund Assistance Requested

	a) Loan Amount
	

	b) Interest Rate (percent)
	

	c) Loan Term (years)
	

	d) Deferral Period (months)
	


Source of Bank Financing:

Name:
_______________________________________________
Address: ______________________________________________

         
  ______________________________________________

Contact Person: ____________________________________

Telephone No.:  ____________________

Loan Amount:   $______________

Source of Equity Financing:

Name: 
_______________________________________________
Address: ______________________________________________

         
  ______________________________________________

Telephone No.:  ____________________

Amount:   $______________

Date Project Will Begin: ___________________________

I hereby certify that the information provided above and in the attached supporting documentation is to the best of my knowledge true and correct. I also agree to pay the loan application fee and any legal expenses, as defined in the Village of Shorewood Business Incentive Fund plan, should a loan be approved by the Village of Shorewood Community Development Authority.

____________________________________________
____________________

Applicant Signature
Date

For additional information about the Village of Shorewood Business Incentive Fund, please contact Jim Plaisted at (414) 272-5823.

Please submit the Business Incentive Fund application and supporting documentation to:

Jim Plaisted

c/o Village of Shorewood

3930 N. Murray Avenue

Shorewood, WI  53211
*   *   * 

VILLAGE OF SHOREWOOD
BUSINESS INCENTIVE FUND: PROJECT DOCUMENTATION

The following supporting documentation should be submitted along with each Business Incentive Fund application.

1. A business plan that provides the information identified in Note 1.

2. Three years of the applicant's most recent financial statements or three years of the applicant's most recent Federal Income Tax Returns.

3. Financial projections including, at a minimum, a balance sheet at project initiation and income statements for the first three years of the project.

4. Personal financial statements for the applicant.

5. A statement of the anticipated community benefits to be derived from the proposed loan fund project and the reasons why the project will not take place without financing from the Business Incentive Fund.

6. A letter of commitment from the financial institution or other source of debt financing that is a part of the project.
7. Cost estimates for all fixed assets to be purchased or real estate improvements to be made with Business Incentive Fund monies.

8. A lease or pre-lease agreement for rental property, an offer to purchase for the acquisition of commercial real estate, or a warranty deed for existing commercial real estate.

9. Other documentation that may be required by the CDA or Village Board that is deemed important relative to a determination regarding the loan fund project.

________________________________________________________________________________
Note 1: The business plan should present a description of the business that includes the following level of detail:

1. A description of the business and its legal organization.

2. A detailed description of the proposed business or real estate project.

3. A discussion of the management team and all experience relevant to the development of the proposed project.

4. A discussion of the marketplace that identifies the applicant's current customer base; its major competitors; and a marketing strategy.

5. A discussion of projected sales growth and the financing and capital requirements necessary to achieve the projected growth.
*   *   *

