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CDBG DOWNTOWN COMMERCIAL REHABILITATION
PROGRAM GUIDELINES

The purpose of the program is to help cities improve the quality of their downtown commercial
districts by assisting private property owners in the rehabilitation of blighted structures. It is
hoped that a strategic investment of grant funds in a key building would prevent the spread of
blighted conditions to other nearby structures.

An applicant can only submit one application before July 1. 2023. If there are funds remaining
after that date. the city can submit an additional application.

If the applicant qualifies under the LMI national objective the application must be submitted
under that category.

Eligible Applicants: All incorporated cities or counties in Kansas that do not receive an annual
CDBG entitlement allocation from HUD are eligible to apply to the Kansas CDBG program.
(The following communities receive entitlements and are ineligible to participate in the state
program: Kansas City, Lawrence, Leavenworth, Manhattan, Overland Park, Topeka, Wichita
and all of Johnson County.) The business operation assisted by the CDBG funding must also be
located in a non-entitlement area of the state.

National Objective: All projects must meet a national objective and involve an eligible activity
under the Housing and Community Development Act (HCDA) of 1974. It should also be noted
that the Kansas program will be limited to privately owned buildings.

All CDBG-funded projects must meet one of the three national objectives set forth in HCDA.
This program will utilize two national objectives, 1) the prevention or elimination of slums or
blight; and/or 2) job creation/retention.

Slum or Blight-Spot Basis: The following activities may be undertaken on a spot basis to
eliminate specific conditions of blight, physical decay or environmental contamination that are
not located in a slum or blighted area: acquisition; clearance; relocation; historic preservation;
remediation of environmentally contaminated properties; or rehabilitation of buildings or
improvements. However, rehabilitation must be limited to eliminating those conditions that are
detrimental to public health and safety. If acquisition or relocation is undertaken, it must be a
precursor to another eligible activity (funded with CDBG or other resources) that directly
eliminates the specific conditions of blight or physical decay, or environmental contamination.
24 CFR 570.483(c)(2).

Job Creation/Retention: The beneficiaries of the project are defined as the employees that are
hired or whose jobs are retained as a result of the CDBG grant. At least 51 percent of the
beneficiaries (employees) being hired or retained must meet HUD’s LMI standard. This
standard is based on median family income for each county or metropolitan area. (See Appendix
A for the family income limits for each Kansas county and metropolitan area.)

Job creation refers to the business entity’s (and affiliates) net increase in its permanent labor
force in Kansas on a full-time equivalent basis. A job is converted into FTE status by dividing
40 into the number hours worked during the week. Moving existing jobs from one Kansas
community to another, or from one company to another, does not qualify as job creation.

Job retention refers to those jobs (on a FTE basis) that would be lost if the business fails to
receive assistance from the CDBG program. Prior to the application deadline, the employer
must notify those jobholders whose positions are at risk. The application must include a Job
Certification Form for each retained job.
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Eligible Activities: The most relevant eligible activities are: building rehabilitation for code
violations, historic preservation and building renovation for job creation.

Building Rehabilitation: Privately owned commercial or industrial buildings, that the
rehabilitation of such buildings owned by a private for-profit business is limited to improvement
to the exterior of the building, abatement of asbestos hazards, lead-based paint hazards
evaluation and reduction, and the correction of code violations. 24 CFR 570.202(a)(3).
Building Restrictions: The Kansas Department of Commerce has full authority to limit some
aspects of the project to the space the business will occupy.

Historic Preservation: CDBG funds may be used for the rehabilitation, preservation or
restoration of historic properties that are privately owned. Historic properties are those sites or
structures that are either listed in or eligible to be listed in the National Register of Historic
Places, listed in a State or local inventory of historic places, or designated as a State or local
landmark or historic district by appropriate law or ordinance. Historic preservation, however, is
not authorized for buildings for the general conduct of government. 24 CFR 570.202(d).

Preservation Standards: If the property is listed on the National Register, the renovations must
meet the standards established by the Secretary of the Interior. Historic properties listed on a
state or local list may be subject to other standards.

Building Renovation: Funds, CDBG and local, used to create a business that creates or retains jobs.

Applicant: The applicant must be a unit of local general government and act as a HUD non-
entitlement community in Kansas. The project itself must be located in the jurisdiction of the
applicant. To maintain eligibility for the 2023 program, communities that have received grants
in the past must have demonstrated to the state the capacity to administer their CDBG projects in
an effective and timely manner. For the 2023 program, a community will be deemed ineligible
if it has an open Economic Development grant awarded prior to Jan. 1, 2021 or other CDBG
projects awarded prior to Jan.1, 2022. For the purpose of this section, a grant is considered no
longer open when all monitoring deficiencies have been resolved and a bona fide Certificate of
Completion has been submitted to the Department. The Department will consider a waiver only
for those projects that are in court litigation or Economic Development projects where a close-
out would force the liquidation of a company.

Communities that have never received a CDBG award from the state will be presumed to have
administrative capacity, until they demonstrate otherwise.

Grant Amount: The maximum amount of CDBG funds that can be applied for is $250,000. All
CDBG funds must be used for an eligible activity and meet the “slum and blight” or “low-
moderate” national objective under HCDA. The Department is setting aside $1,000,000 for this
program year. If the city/county has local revolving loan fund money, they will be required
to use these funds first. The full commercial rehabilitation application is still required;
however, the application will initially be sent to the city/county. The city/county will send a
summary of the project to the Department for final approval.

Matching Funds: The minimum match requirement is 25 percent of project cost. The match
requirement must be met by a cash match from private sources.

Resolution: The governing body of the municipality must pass a resolution declaring that the
building is blighted and indicate the specific conditions that pose a threat to public health and safety.

The Building: The application is limited to one building. A building with a common wall or
walls would be acceptable as long as it meets the national objective and eligibility requirement.

Ownership: The intention of the program is to upgrade private buildings and return them to
productive business uses. Accordingly, at the time the application is submitted the private entity
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or person that is going to undertake the rehabilitation of the structure must own the property or
have an option to purchase the property. In the case of an option, the earnest money must be
nominal, and the contract must be conditioned on the approval of CDBG funding and the
environmental clearance.

Building Reuse Plan: In order to qualify, there must be a specific private for-profit business
operation or operations that will locate in the building. A business plan will be required for these
new or expanding ventures.

Commitment Letter(s): The application must include a letter from the property owner outlining
the building improvements that will be undertaken, the cost of these improvements, amount of
matching funds that will be provided, and the source of these funds. If the operator of the new
business is different than the building owner, the business operator must provide information on
the cost of starting the new business, source of these funds, timeline, information on goods or
services being offered, and how many employees will be hired. If the building owner and
business operator are the same party, these elements can be combined into one letter. If some of
these funds are coming from a lending organization, a letter from the lender will also be required.

Recapture Provision: If the property owner sells the building within three years of project
closeout, the CDBG funds must be repaid to the Kansas Department of Commerce.

The building owner must make concrete plans for all renovations planned for the building. In
the event the building owner plans to undertake work that is above and beyond the activities
allowed under the Commercial Rehabilitation program, the building owner must make concrete
plans and show how he or she will implement all additional work. The building owner may
address this in one of two ways. First, the building owner may undertake all renovations allowed
under the Commercial Rehabilitation program and any additional building renovations as part of
one large project. All work will be bid out at one time and will fall under one or more prime
contracts. Second, the building owner may choose to undertake additional renovation work, not
allowed under the Commercial Rehabilitation program, separately after the close of the
Commercial Rehabilitation grant. In this case the building owner must provide plans as well as
proof of financial resources to take on the additional renovations. The building owner will be
required to commence business operations in the building within 12 months of the close of the
grant. Failure on the part of the building owner to commence business operations in the
renovated building within 12 months of the close of the grant will result in the building owner
paying back the Commercial Rehabilitation grant funds.

Cost Estimate: The application must include a signed cost estimate from a licensed architect.

Davis-Bacon Rates: If CDBG funds are utilized in site preparation, construction or renovation of
a building, the construction workers and mechanics must be paid the prevailing (Davis-Bacon)
wage rates, as determined by the U.S. Department of Labor. If the application is funded, the
grantee will have to consult with the Department to obtain wage rate determinations as applicable.
Commerce must be contacted concerning the applicability of Davis-Bacon wage rates.

Use of public or private matching funds in the project over $2,000 triggers Davis-Bacon.

Environmental Review: CDBG-funded projects require an environmental review process under
the National Environment Policy Act of 1969 and HUD’s implementing regulations, 24 CFR
Part 58. This process is the responsibility of the local governmental unit. (The whole project is
subject to environmental review.) The project consists of all activities, not just the activities or
budget line items funded with CDBG money. In most cases, the environmental review process
includes notification of various regulatory agencies, publication of findings, a seven-day or 15-
day local comment period and a 15-day state comment period. Construction or other activities
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that would have an adverse environmental impact, or limit the choice of reasonable alternatives,
whether funded by private or public sources, cannot begin until the Governor’s Award Letter is
signed, and the Request for Release of Funds is approved.

Cities or counties applying for Commercial Rehabilitation funding must complete an
environmental review of the project, and submit the Request for Release of Funds certificate, and
the supporting documentation to Commerce within 30 days after the application submittal date.
Failure to submit this material within 30 days may result in the application being awarded later
than scheduled.

Real Property Acquisition: If the project involves the purchase of real property, the property
transactions must follow the provisions of the Uniform Relocation Assistance and Real Property
Acquisition Policy Act. This is true even if private funds are used for the purchase.

Grant Administration: These projects must be administered by a grant administrator. The
Department of Commerce maintains a list of persons that are interested in administering Small
Cities CDBG projects in Kansas. Grant administration is an eligible cost under the program. The
maximum amount of CDBG funds that can be used for administration is 10 percent of total
CDBG funds or $17,000, whichever is the lesser amount.

Citizen Participation/Public Hearing: Notices must be published in a local newspaper having
general circulation in the community. The notice must be published at least five full days before
(starting one day after publication date and not counting the date of the hearing, i.e., a total of seven
days) but no more than 20 days before the hearing. The public hearing must be conducted by the
applicant’s governing body. (See pages 9 and 10 for information on public hearing notice.)

Application Deadlines: The Department of Commerce will accept grant applications on a year
round basis.

Application Rating System: The applications will be rated by staff members of the Business
and Community Development Division of the Kansas Department of Commerce. The following
point system will be used:

Efforts of Community to Revitalize Downtown Commercial District............. (20 points)
Scope of Work and Impact of Building on Commercial District ..................... (25 points)
Financial Capacity and Business Experience of Owner/Operator.................... (20 points)
Business Plan for Reuse of Building ..........c.cocceviiiiiiiiiiiniiiicieceeeee, (25 points)
Readiness to Proceed with Project..........ccccvveviiieiiiieiiieeieeceeeeeeee e (10 points)
1] 21 USSR 100 points

In order to be awarded funding, the application must receive at least an average score of 70
points from the rating team.

Site Visit: Applicants will receive a mandatory site visit in order for staff to make a final
determination of grant award.

Historical Society, Asbestos Inspections and Flood Plain: Prior to submitting an application,
applicants must contact the Kansas Historical Society and conduct an asbestos inspection.
Documentation in the application is necessary to show the Historical Society has had a chance to
comment on the project. The applicant must also provide documentation showing the results of the
asbestos inspection. The flood plain map is required to show the building is not in the flood plain.
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APPLICATION INSTRUCTIONS

2023 Application Submittal and Deadline:

Open window January 2 — December 1, 2023
Applications will be reviewed within a 45-day period.

Applications are accepted on a year-round basis. Apply at www.kansascommerce.gov/CDBG.

Application Summary Form Instructions

1.

2.

NownkEwWw

8.
9.
10.
11.

Applicant - The name and complete address of applicant, including name of chief elected
official.

Sub-recipient - Include all the requested information on the property owner undertaking
the project.

Application Preparer - The name, street address, city, telephone and fax number.

Project Type - Only one of the two possible activities should be marked.

Citizen Participation - See Commercial Rehabilitation Program Guidelines.

Project Description - The project should be described in as much detail as space allows.
Proposed Funding - Include the funds related to the renovation project, not the operating
businesses.

Self-explanatory

Self-explanatory

Disclosure Report

Self-explanatory

Application Narratives

Every application will be rated on a 100 point scale. Applicants are urged to provide the best
possible narratives without exaggerating the profit potential of the business entities.

A.

O w

Community Needs - Discuss community needs and how these needs were determined.
Also, discuss what actions the community has undertaken to address these needs. This
narrative should include such items as water, sewer, streets, parks, recreation and
community buildings. Discussion of housing is required.

Project Budget Form

Efforts of the Community to Revitalize Downtown Commercial District (20 points) -
Discuss past and present actions of local government, private organizations, and
individual property owners to revitalize the commercial district.

Scope of Work on Building and its Impact on Commercial District (25 points) - Provide
detailed information on the scope of work on the building and how it relates to conditions
that are detrimental to public health and safety. Also, indicate how improvements relate
to correction of code violations. Discuss how this building will positively impact nearby
structures and the rest of the commercial district.

Financial Capacity and Business Experience of Owner/Operator (20 points) - Discuss the
business and professional experience of the property owner, and the business operator if
it is a different party. Provide information on how the property owner is financing the
matching funds to rehabilitate the building. Also, how will the working capital and
equipment needs of the business venture be funded?

Business Plan for Reuse of Buildings (25 points) - Applicant must provide a business
plan for how the building will be used once all repairs have been made. The building
reuse plan must be realistic.
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G. Readiness to Proceed with Project (10 points) - Provide information on the City’s and the
private parties’ readiness to proceed. This could include such things as pre-selection of
grant administrator, preliminary architect report, ownership or option on building, and
status of the environmental review. Provide a detailed timeline for the rehabilitation
project and the operation of the new business.

Failure to include required forms, signatures, seals, etc., will result in a 10 point deduction.
Other Attachments

H. Business Plan(s) - A separate business plan for each business that will occupy the
renovated building. (See Appendix E)

I. Commitment Letter(s) - The property owner and the business operators should submit
separate letters indicating their commitment to the project and how they will obtain the
funds needed to implement their commitment. If funds are coming from an external
source, a letter from the lender should also be included.

J. Signed Cost Estimate - An estimate from a licensed architect should be included with the
application.

K. Photo Documentation - Exterior and interior photographs of the building should be
provided.

L. Map - A map of the commercial district with the location of the building marked on it
should be provided.

M. Purchase Option (if applicable) - If the party that will undertake the renovations and then
own the property has not yet acquired it, a purchase option is required.

N. Historic Preservation documentation (if applicable) - If this is an historic preservation
project, documentation of its historic status must be provided.

O. Asbestos Inspection.

P. Flood Plain Map

Q. Any other environmental concerns that could delay the project.

R. Project Low- and Moderate-Income Benefit Form - Separate Low- and Moderate-Income
Benefit forms will have to be submitted for the group of “Jobs Created” and for the group
of “Jobs Retained.” The words “Not Applicable” should be written across either of these
forms that are inappropriate.

Instructions:

1. Job Title/Classification: The Applicant should provide a brief job title or classification for
the jobs that will be created or retained during the course of this project, e.g., welders,
assemblers, maintenance supervisors and shipping clerks.

2. Number of Jobs Created/Retained: For each job title/classification, indicate the number of jobs
that will be created or retained on a full-time equivalent basis. Based on a 40-hour work-week,
jobs are converted into FTE status by dividing the number of hours worked by 40: For
example, a job that provided 30 hours of work would be listed as .75 FTE (30/40 = 0.75).

3. Number of Jobs Counted as LMI: Provide the number of jobs included in Column 3 which
are to be counted as jobs for low- and moderate-income individuals.

4. Salary Level: Indicate the entry level hourly wage or salary for each job classification listed
in the first column. This can be expressed as an annual salary or an hourly wage as
appropriate.
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NOTE: All applicants retaining jobs must provide Employee Certification Forms verifying
that LMI requirements are met for the retained jobs (a sample form is included in this
application). Such applicants must also clearly and objectively demonstrate that without
CDBG assistance, the jobs would be lost. Examples of acceptable evidence are: (a) the
issuance of a public notice that a given number of jobs will be eliminated or that the business
will close if a grant is not received or (b) the notification of employees who would be affected
in the event the grant is not awarded.

HUD INCOME LIMITS

The latest HUD income limits can be found at the Kansas Department of Commerce website:
KansasCommerce.gov/CDBG.
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Local Citizen Participation

Local government applicants are required to meet citizen participation requirements each year
prior to submission of an application to Commerce.

The applicant must hold one (1) legal public hearing for each application submitted during the
program year. If an application is re-submitted within the same program year, it is not necessary
to hold another public hearing, unless there are material changes in the application. Material
changes would include such things as: amount of funds requested, job targets, location or
activities. The purpose of the public hearing is to allow citizens to express their opinions of the
proposed project. The local governing body should consider these comments before final
submission of the application.

Applicants must provide adequate notice of the public hearing in a timely manner, accessible and
understandable to all citizens. Notices shall be published in a local newspaper having general
circulation in the community.

Each notice shall be published at least five full days before (starting one day after publication
date and not counting the date of the hearing, i.e., a total of seven days) but no more than 20
days before the date of the hearing. Public hearings must be conducted by the applicant
governing body.

The hearing must be held at a time and location convenient to potential or actual beneficiaries,
with accommodations for persons with disabilities. Public hearings shall be conducted in a
manner to meet the needs of non-English speaking residents where a significant number of non-
English speaking residents can reasonably be expected to participate.

A hearing must be held to address the specific project application that will be submitted. The
notice must contain a description of the proposed project, proposed project location, job
target, activities to be carried out and total estimated cost of activities. The notice must
include the grant amount requested and the total project cost. The application grant amount may
not exceed the amount shown in the notice.

The local government should consider any comments or views on the proposed application
before submission to the state.

The following public hearing notice is a sample that may be used by the applicant. Notices
failing to include the information specifically required in the instructions above may not meet
the threshold requirements of public participation.

NOTE: If funded, a second public hearing must be held prior to close-out to allow public
comment on grant performance.
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Sample Public Hearing Notice
Downtown Commercial Rehabilitation Applications

The City of will hold a public hearing on (day), (date), at (time) in the (location) for
the purpose of considering an application to be submitted to the Kansas Department of
Commerce for Small Cities Community Development Block Grant funds under the Downtown
Commercial Rehabilitation category. A specific project application to be discussed is
(description) located at (location) that will consist of (specific activities). The estimated project
costis $ with the grant request for $ of the project cost. Other
project proposals introduced at the hearing will be considered. Oral and written comments will
be recorded and become a part of (City) CDBG Citizen Participation Plan.

Reasonable accommodations will be made available to persons with disabilities. Requests
should be submitted to by (date).

A second hearing must be held at the conclusion of the project to inform the citizens of the
project’s successful or unsuccessful completion and to outline the benefit to the community.
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Suggested Median Fees For Professional Engineering Services as a Percentage
of Net Construction Cost

Schedule for Basic Engineering Services:

Net Construction Cost % Fee Net Construction Cost % Fee
30,000 14.00 400,000 8.80
40,000 13.00 450,000 8.65
50,000 12.50 500,000 8.55
60,000 12.25 550,000 8.35
70,000 11.85 600,000 8.15
80,000 11.55 650,000 8.05
90,000 11.35 700,000 7.90

100,000 11.20 750,000 7.80
110,000 11.00 800,000 7.70
120,000 10.85 850,000 7.60
140,000 10.55 900,000 7.55
160,000 10.30 1,000,000 7.40
180,000 10.15 1,500,000 7.00
200,000 9.95 2,000,000 6.70
250,000 9.55 2,500,000 6.55
300,000 9.25 3,000,000 6.45
350,000 9.00 4,000,000 6.30

The schedule for basic engineering services includes preliminary services, collection of field data,
design services and services during construction, including periodic inspections. An additional
compensation of two percent (2%) shall be made for the design of water treatment plants, sewage
treatment plants, sewage collection systems and dams and impounding reservoirs, based on the
actual cost thereof. An additional compensation of one percent (1%) may be allowed for the
design on existing projects for rehabilitation purposes, based on the actual cost thereof.

Suggested Median Fees for Construction Inspection: 75 percent of Basic Engineering
Services.

Architectural Services

The CDBG dollars for architectural design services will be seven percent of the construction
cost. Varying degrees of project complexity may result in a higher negotiated fee. The
maximum increase for complexity of an architectural service is four percent.

Inspection costs: 75 percent of Basic Architectural Design Services.
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Application Checklist for Downtown Commercial Rehabilitation

Applications must be submitted in the following order:

Application Summary

Affidavit of Publications

Community Needs (Form A)

Project Budget Form (Form B)

Opinion of Probable Cost

Civil Rights Information (Form C)

Narratives:
Community Efforts to Revitalize Downtown Commercial District
Scope of Rehabilitation Work on Building and its Impact on Commercial District
Financial Capacity and Business Experience of Owner/Operator
Readiness to Proceed with Project

Pre-Selection of Professional Services (Form D)

Resolution Certifying Legal Authority

Resolution for Slum and Blight Declaration

Statement of Assurances

Residential Anti-Displacement and Relocation Assistance Plan

Disclosure Report

Determination of Level of Review

Business Plans

Photos

Maps

Purchase Option, if applicable

Historic Preservation documentation, if applicable

Asbestos Inspection, if applicable

Flood Plain Map

Job Creation/Retention Forms, if applicable

Preliminary Architectural/Engineering Report
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STATE OF KANSAS
DEPARTMENT OF COMMERCE
EMPLOYEE CERTIFICATION FORM

Name of Company: Project #:

Date Employed:

Family Income-Total income from all family members during the prior year from all sources. This includes but is
not limited to wages, salary, interest, dividends, royalties, and farm income.

In the left column below, check off the box that indicates your family size. Using the income limits on the line
corresponding to your family size, check off the appropriate income box on the right side.

FAMILY
SIZE Section 1:INCOME LIMITS
A B C

(30%) (50%) (80%)
1 [] 10,100 TO 16.800 TO 26.950 [] Income below Column A
2 [ 11,550 TO 19.200 TO 30.800
3] 13.000 TO 21,600 TO 34.650 [] Income between Column A & B
4[] 14,450 TO 24,050 TO 38.500
5 [ 15,600 TO 25,950 TO 41,550 ] Income between Column B & C
6 [] 16,750 TO 27.850 TO 44,650
7 [ 17,900 TO 29.800 TO 47,700 ] Income Above Column C
8+ ] 19,050 TO 21,700 TO 50,800

RACE/ETHNICITY & DISABILITY STATUS

Do you have a handicap or disability? [lYes [INo

Are you Hispanic? [lYes [INo

Are you a female head of household? [ IYes [ INo

RACE

[ ] White [ ] American Indian/Alaskan Native & White

[ ] Black/African American [] Asian & White

[] Asian [ ] Black/African American & White

[ ] American Indian/Alaskan Native [ ] American Indian/Alaskan Native & Black/African American
[] Native Hawaiian/Other Pacific Islander [] Other

Does your employer offer a health care plan for this job? [lYes [INo
Were you unemployed before taking this job? [lYes [INo

To the best of my knowledge, the above information is true and can be verified if requested by proper officials of the
city/county or the State of Kansas. I also certify that [ am authorized to work in the United States and can produce
evidence of work authorization.

Job Title Date

Print Name Signature Required
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BUSINESS PLAN GUIDELINES

kansas small business development center

Growing Kansas Entrepreneurs

1-877-625-7232
BUSINESS PLAN OUTLINE

Every business can benefit from the preparation of a carefully written business plan. A business
plan allows you to develop goals and strategies for your business. Business owners who do all or
most of the work themselves are the ones who benefit most from the planning process. Planning
helps not only to identify all costs associated with the future operations, expansion, or special
projects, but also helps to keep a company looking toward the future.

This outline is intended to serve as a guide for an operational business plan. It explores all
aspects of a business operation. It will

1. Help you think through any project and ensure that you have considered all of your options
and anticipated any potential difficulties;

2. Convince potential lenders and investors that you are in control of the project and that their
money will be safe with you;

3. Serve as a road map for the success of your business.

The following outline lists key topics that should be included in narrative (story) form and
standard financial statement format. Start with Section IV. Sections I-III will be written last.
The final product should be tailored to fit your business circumstances and personality. Keep
your copy in a three-ring binder so you can make revisions easily. If you provide copies of your
plan to persons outside the company, give your plan a professional appearance by printing it on
high quality paper and presenting it in a binder.

I. Cover Sheet

Your cover sheet should include the name of the business, owner’s name, address, phone and
fax numbers, and e-mail addresses for the business. Show the date of issue of the plan and
“Copy Number ” if you need to control the copies.

II. Executive Summary

The Executive Summary, while presented at the beginning of the plan, is the last section
written. It is a condensed version of the entire business plan that must be able to stand on its
own. It is not simply an introduction to the rest of the business plan. Bankers or investors
who review many business plans may read only the Executive Summary. If the Executive
Summary is not successful in gaining the banker’s or investor’s confidence, the plan may be
rejected and may never be read in its entirety. The Executive Summary should include:
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the purpose of the plan (operating guide, loan request, prospectus for investors),

the type of business you own or propose to own and the current state of development,

the unique aspects of your product or service,

the business structure you have chosen (sole proprietorship, partnership, corporation, LLC),
the names of the principals,

the amount of money you need to implement your plan and how it will be used,

the amount of money you are investing,

if you are requesting a loan, how you will repay the funds and the collateral that will be
used to secure the loan,

e asummary of the financial projections.

ITI.Table of Contents
List major topics and page references.
IV.The Company

A. Company Mission and Philosophy
1. What is the mission of the company?
2. What is the company philosophy regarding relationships between the company and its
customers, suppliers, owners, regulators, employees and other stakeholders?
3. What are the short and long term goals for the company?
B. Company Description and History
1. What is the legal structure of the business (sole proprietorship, partnership,
corporation [C or S], LLC)? Who are the principals and what is their proportion of
ownership?
2. What is the company’s history?
3. What are the company’s strengths and weaknesses, opportunities and threats?
4. Describe the physical plant, equipment, etc., the advantages/disadvantages of your
location.
5. Describe the product or service.
6. Explain the company’s position in the market today.

V. The Project

A. Project Description
1. What will you be doing? Start up? Purchase? Expansion? Sale?
Where will it happen?
How will it be accomplished?
Who will be involved?
When will it happen? Include a timeline for construction, equipment installation,
employee training, financing, etc.
B. Sources and Uses of Funds
1. Sources
a. Loan amount
b. Your investment
c. Investment of others

el

2. Uses
a. Real Estate (separate land and buildings)
b. Equipment
c. Prepaid Expenses
d. Working Capital (Cash)
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IV.Marketing

A. Market Research and Analysis

1. Target market (customers) and demographics

a. Who are potential customers? Define the characteristics of the customer by sex,
age, income, education, occupation, household size, geography, lifestyle, or other
relevant characteristics.

b. How many different market segments (customer groups) are included in the
customer base? Describe each market segment. What is the basis of purchase
decisions by each segment: price? Quality? Service? Personal contacts?
Political pressures? Other factors?

2. Market size and trends
a. How much money is spent on the product or service within the target market each year?
b. Describe the potential annual growth of the target market for the product or

service for each market segment.

c. Describe the major factors affecting market growth including industry trends,
socio-economic trends, government policy, population shifts, etc.

3. Competition (direct and indirect)

a. Present a profile for each main competitor by defining the current advantages and
disadvantages of its products and services, suppliers, and place in the market
(quality leader, lowest price, etc.)

. Assess their strengths, weaknesses, opportunities, and threats.

c. Compare competing products/services listed based on price, performance,
warranties, and other pertinent features.

d. Discuss each competitor’s share of the market, sales, distribution, and production
capabilities.

e. Discuss why any companies have entered or dropped out of the market in recent
years. Indicate any knowledge of competitors’ actions that could lead the
company to new or improved products/services and an advantageous position.

f. Discuss the possible opportunities a competitor might have in the market place.
How easy is it to enter the market? How easy or difficult will it be to compete?

B. The Marketing Plan
1. Promotion and advertising
a. What methods will be used for each market segment previously identified — TV,
radio, journals, magazines, direct mail, trade shows, etc.? Are there co-op
opportunities with suppliers?
Describe any advertising materials proposed or developed.
What type of promotions will you use?
What results do you expect from advertising and promotion efforts?
. Include a schedule of activity by month, including costs.
2. Pricing

a. What is the pricing strategy? Why was it chosen?

b. Compare pricing strategy to competitors, and explain its advantage for the
company.

3. Place

a. Discuss the strengths and weaknesses of the location.

b. What are the sales and distribution tactics that you will use to market the product
or service? Internal sales force? Outside sales persons? Distributors? Discuss
any selling salaries, contracts, commissions, or other costs in the distribution
channel such as margin requirements.

°opo o
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4. Persuasion — personal selling

a. Will you sell direct to the end customer? If not, discuss the distribution
methods that will be used.

b. Discuss the customer service philosophy.

c. What are the service and warranty policies?

VII. Management and Operations

A. Management Team

1.

2.

Describe the organizational structure including a brief job description for each
position. Include an organization chart if appropriate.

What personal business experience do you have? What industry experience do
you have that lends itself to the success of this new venture?

Who is on the management team? Include resumes in the appendix.

What, if any, training will be required to address weaknesses? Describe ongoing
professional development.

Have you selected a Board of Directors/Advisors/Management Resource Team?
Identify them and their areas of expertise.

B. Personnel

1.

2.

4.

Describe the labor market in terms of unemployment rates, education,
background, and experience as it relates to the business.

Do you anticipate difficulty in finding and recruiting employees? If so, please
discuss how you will overcome them.

What, if any, initial training will be required? Describe ongoing training
programs.

Briefly describe the personnel policies and include a copy of the personnel
manual in the appendix.

C. Operations

1.

2.

Government regulations

a. What licenses and permits are needed to operate in your city and state?

b. Is the business affected by zoning regulations?

Asset protection

a. Have you protected your concept with patents, trademark registration, and/or
copyrights? If so, discuss and include supporting documents in the appendix.

b. Describe the insurance coverage needed to protect both the company and
yourself.

c. Will you/your employees need to be bonded?

d. If the company will have credit sales, briefly describe the credit and
collections policy and include a copy of the written policy in the appendix.

e. Ifthe company will have inventory, describe the inventory control system.

Financial management

a. Describe the record keeping system.

b. Include the name of the company's bank, accountant, and other finance
professionals who will provide assistance.

Describe day-to-day operations. Do operations need to be altered to achieve

company goals as stated in part I of the business plan? What changes will be

required?
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VIII.

VI

Financial Data

This section of the business plan will be closely scrutinized by bankers and/or potential
investors. Include a minimum of a twelve month cash flow for the first year of your
project, income statements, and balance sheets for the first three years of the project.
State all underlying assumptions.

A. Project Financial Requirements
1. Initial costs - A complete list of all items required to begin the business, undertake
the expansion, buy or sell the business, and their costs.

2. Monthly operating costs - Include a written explanation of all operating costs, by
line item that appear on the projected cash flow.

3. Owner’s financial requirements including taxes.

B. Financial Statements

1. Projected Cash Flow by month for first 12 months.

2. Projected Income Statement for 3 years.

3. Projected Balance Sheet for 3 years.
a. Number of Shares/Memberships, par or stated value, amount contributed per

share

b. Subordinated debt (owner carry back, stand by loans)

Appendix

The appendix should support the body of the business plan. You may choose to include
marketing reports, brochures, an organizational chart, resumes, plant layout drawings,
photos of the product, copy of purchase agreements, vendor cost estimates for equipment

to be purchased, contractor estimates for renovation or construction, letters of support
from customers, technical reports explaining your product, etc.

The following items should be included in the appendix for a loan proposal:

e Company financial statements and tax returns for the past three years.

e Ownership information including names of owners or stockholders (when
appropriate).

A list of corporate officers.

Date and domicile of incorporation, date partnership agreement was signed.
Personal income tax returns of all owners.

Personal financial statement.

Insurance coverage including carrier, amount, and beneficiary, if applicable.
Quotes for equipment, construction, etc.

Store or production layout.
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