Value Added Agribusiness Relending Program

*Direct Loan *Low Interest
South Dakota Value Added Finance Authority
523 East Capitol Avenue, Pierre, SD 57501
605-773-5436

¢ General Purpose:

The purpose of the Value Added Agribusiness Relending Program is to assist in community
development projects, the establishment of new businesses, expansion of existing businesses,
creation of employment opportunities or saving existing jobs, and adding value to South Dakota
agricultural commodities through further processing or marketing.

¢ State Requirements:

The Value Added Agribusiness Relending Program is established pursuant to Administrative Rules of
South Dakota. The Value Added Finance Authority has the ability to administer this direct loan
program for the purpose of financing the cost of processing or marketing agricultural products in
communities in South Dakota with populations of 50,000 or less.

¢ Eligible Uses:

Eligible uses of the loan proceeds include, but are not limited to: business and industrial acquisitions
when the loan will keep the business from closing, prevent the loss of employment opportunities, or
provide expanded job opportunities; business construction, conversion, enlargement, repair,
modernization, or development; purchase and development of land, easements, rights-of-way,
buildings, facilities, leases, or materials; purchase of equipment, leasehold improvements, machinery,
or supplies; pollution control abatement; transportation services; start-up operating costs and
working capital; interest during the period before the facility becomes income producing, but not to
exceed three years; feasibility studies; debt refinancing; and revolving lines of credit under certain
circumstances. If construction is involved, Environmental reports may be required prior to any work
being done.

¢ Ineligible Uses:

The borrower may not use the loan proceeds for any of the following purposes: assistance in excess
of what is needed to accomplish the purpose of the borrower's project; distribution or payment to the
owner, partners, shareholders, or beneficiaries of the borrower or members of their families when
such persons will retain any portion of their equity in the borrower; charitable institutions that would
not have revenue from sales or fees to support the operation and repayment of the loan; a loan to an
applicant which has an application pending with or loan outstanding from another intermediary
involving an Intermediary Relending Program (IRP) revolving fund if the IRP revolving fund loans
would exceed the limits established in SDCL 12:22:02:04; agricultural production; the transfer of
ownership unless the loan will keep the business from closing, or prevent the loss of employment
opportunities in the area, or provide expanded job opportunities; any illegal activity; and any project
that is in violation of either a Federal, State, or local environmental protection law or regulation or an
enforceable land use restriction unless the assistance given will result in curing or removing the
violation.

¢ Loan Amounts:
Loans to an applicant may not exceed $150,000 or seventy-five percent of the total cost of the
applicant's project for which the loan is being made.




¢ Interest Rates and Terms:

The interest rate shall be a fixed rate and shall not exceed the Prime Rate and shall not be less than
the Federal Discount Rate as published on the date of approval. The term of the loan shall not
exceed ten years with regular payments amortized over not more than twenty years.

¢ Security:

The requirements to secure the loan shall be included in the loan agreement. Loans may be secured
or unsecured. Secured loans may be secured by liens on the interest of the borrower in all real and
personal property, tangible or intangible, easements, rights-of-way, water rights, leasehold interest
used in connection with the project, and any other assets of the borrower considered necessary by
the VAFA to adequately collateralize the loan.

¢ Application Process:

The VAARP application and other required information as stated in the application must be completed
and submitted to the VAFA for review. There is a $200.00 service fee for this program that must be
included with the application. The applicant is required to provide an equity contribution of a
minimum of 10 percent of the total project cost as determined by the VAFA. All applications must be
reviewed and approved by the VAFA's Board of Directors. The VAFA meets the last Thursday of each
month and applications need to be submitted at least 30 days prior to the meeting.

Following approval by the VAFA, the application will be forwarded to the United States Department of
Agriculture for concurrence. At loan closing, there is a 1% origination fee to be paid by borrower.
This fee may be waived by the board upon request. All fees incurred to secure this loan will be paid
by the borrower; i.e. title work, filing fees, etc.

Upon approval, concurrence of USDA, and completion of the project, loan recipients must provide
documentation of actual project costs incurred, evidence collateral is secured, project is in
operational order, and executed VAARP loan documents. After satisfactory review of such
documents, VAFA will issue funds to the loan recipient.

¢ Continuing Requirements:

The borrower shall annually submit to the VAFA a report containing the following information: an
employment report; the amount of agricultural products used in the business and the amount of that
product that is exported from the state; the number of jobs for low-income persons and displaced
farm families; financial statements in a form acceptable to the VAFA as specified in the loan
authorization document; and other information as requested by the VAFA. For example, the VAFA
may require the financial statements be compiled, reviewed, or audited by an independent
accountant at the expense of the borrower.

This institution is an equal opportunity provider and employer. If you wish to file a Civil Rights program complaint of
discrimination, complete the USDA Program Discrimination Compliant Form, found online at
http.//www.ascr.usda.gov/complaint filing cust.html or at any USDA office, or call (866) 632-9992 to request the form.
You may also write a letter containing all of the information requested in the form. Send your completed complaint form
or letter to us by mail at U.S. Department of Agriculture, Director, Office of Adjudication, 1400 Independence Avenue,
S.W., Washington, D.C. 20250-9410, by fax (202) 690-7442 or email at program.intake@usda.gov.
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