VERMONT COMMUNITY DEVELOPMENT PROGRAM

ASSISTANCE FOR ECONOMIC DEVELOPMENT PROJECTS

DIRECT ASSISTANCE TO A BUSINESS: The Costs & Requirements  

I. 
Municipal Involvement Required
Only municipalities may apply to the program.  A business wanting Vermont Community Development (VCDP) funding must be sponsored by a community.

II.
Business Analysis
Since July 2004, the VCDP has contracted with a consultant for the preparation of a business analysis for all applications that involve a business providing a benefit whether the project is structured as a direct loan or not. For those projects with a direct loan, the analysis is necessary in order for VCDP to determine, as required by federal regulations, if the proposed loan(s) meets VCDP underwriting guidelines and provides a public benefit. For those projects that provide an indirect benefit for a business, the analysis will review the project feasibility and the need for public funding. 

All applications that involve a business providing a benefit must include all the information listed online in the Business Analysis Instructions, which can be found in our Program Guide under Thresholds at www.dhca.state.vt.us/VCDP/Application/Program%20Guide.htm#analysis, and a $1000 nonrefundable fee. It is strongly recommended that you contact your CD Specialist regarding this requirement. 

III.
Economic Development Projects are Structured as Loans
Direct assistance to a for-profit entity must be in the form of a loan.  Loan terms will be reviewed and approved by the Agency on a case by case basis.  The objective of the loan terms will be to sufficiently assist the project to achieve the benefits of the program (job creation or retention), to provide the best loan collateral possible to the municipality, and to provide for the repayment of the loan as quickly as possible without jeopardizing the viability of the supported business (borrower).  The negotiating parties are the business, the community, and VCDP. The loan must be adequately secured by the assets of the business (or other acceptable security).  In cases where a non-profit is involved in the project the applicant may request the Agency to approve VCDP funding in the form of a grant.

IV.
Cost Per Job
The maximum amount of the loan to the business divided by the number of full time or full time equivalent permanent jobs created or retained must not exceed $40,000.  For example, a request for $200,000 would need to create or retain a minimum of five jobs.  At $40,000 per job multiplied by 5, the resulting $200,000 request is within the program guidelines.  More jobs at a lower cost per job is more competitive.  

V.
Personnel Hiring Process
If the project is successful in receiving funding by the VCDP the business is required to work with the Vermont Department of Labor (DOL) to recruit potential employees or to use an equivalent personnel hiring process acceptable to the Department.


Every project must benefit at least 51% low and moderate income persons

VI.
Tracking Benefit Requirement
The business will have to track the 51% LMI benefit and make those personnel records available for monitoring by the Department.  ALL jobs created and/or retained during the grant period must be considered in determining the 51% LMI benefit. The U.S. Dept of Housing and Urban Development 

(HUD) defines low and moderate income (LMI) to be 80% or less of the median income for the State

(non-metro) or the county - whichever is higher, with an adjustment for family size. These figures are 
adjusted annually and can be found on the VCDP website at www.dhca.state.vt.us/vcdp in the Demographic Data Tools section.
(OVER)
VII.
Business’s Cash Equity
All businesses must make a cash equity commitment of at least 10% of the overall financial package.  For example, if the total project (a new building) costs $1,000,000 the business will have to provide $100,000 in cash equity.  The amount being requested from VCDP is not the basis for the amount of equity required.  It cannot be borrowed or otherwise encumbered money.  

VIII.
Retained Jobs Considerations
To verify that jobs that are being retained are for LMI persons, the business will have to conduct a family income survey of their employees and submit that documentation at the time the application is submitted.  They must also submit evidence that permanent jobs will be lost without the VCDP assistance.

IX.
Other Federal Requirements  

It is further noted that if an applicant is successful, the business will have to agree to the following federal requirements:

Environmental Review - By law an Environmental Review must be conducted when using federal money.  No costs may be incurred for the project prior to the completion of the review. The review is required for all activities funded and for all related activities whether the federal money was used in those activities or not, ie, if the loan is for machinery and equipment in a new building, the review will be for the entire project.

Davis Bacon - Applies to any project that involves construction.  Wages for construction are set by the U.S. 
Department of Labor.  If your contractor has given you a construction budget that does not account for Davis-Bacon wages, your construction budget will be short.


Procurement - HUD requires that certain goods and services to be purchased must be done according to Agency rules, i.e., competitive sealed bids, negotiated procurement, etc.  You will need to talk to your VCDP Specialist  to see how these rules will apply to your project.


URA - The Uniform Relocation Act requires that a project where federal money is used does not cause a temporary or permanent displacement of persons or other businesses without fair compensation.  The program anticipates that there will be some displacement and VCDP Specialists can advise you on how you can accommodate relocation requirements.

Access to Records - The business will be required to allow access to accounts and other records related to the project for monitoring (auditing) by VCDP staff


Recapture - Vermont State Law allows funds to be re-captured by the State if the business relocates to another state or if jobs are reduced during a 5-year period beyond the end of the grant period.

These are the major rules that you must consider if you wish to apply for VCDP funds.  This is not an inclusive list - there are other requirements - but the aforementioned are the big ones.

As you have discovered, the conditions to access these monies are a list of federal regulations that must be met. This process takes time. The more complete an application is, the sooner a grant contract can be offered. The Vermont Community Development Program conducts two workshops each year to help communities with the application process.
For more information, contact:
Vermont Community Development Program

Department of Housing & Community Affairs
National Life Office Building, 6th Floor
One National Life Drive

Montpelier, VT 05620-0501

Phone:   802-828-3211;
Fax: 802-828-2928

Be sure to check out the website:  www.dhca.state.vt.us/vcdp
NOTE: For incubator projects, be sure to contact VCDP staff directly!
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