City of Chokio

Revolving Loan Fund

Gap Financing Program
Annual interest fixed rate of not more than 3 percent for the term of the loan

(No interest adjustments, balloon payments, etc.)

Loan terms of:

· 10 to15 year term - Real estate

· 5 to 10 year term - Machinery, equipment, furniture and fixtures

· 3 to 5 year term - Working capital, inventory, and other uses

· Other Term - as determined by the City, can be applied to any and/or all loans

Eligible borrowers:

· Be a for-profit business doing its primary business within the legal boundaries of the City of Chokio

· A new business start-up

· An existing business seeking to expand

· Purchase an existing business

· Borrower’s eligibility will be determined by the City

The business must:

· Be registered and current with the Minnesota Secretary of State

· Have a Minnesota Department of Revenue tax identification number

· Have a current workers compensation insurance policy

· Be current on all local, state and national tax payments

· Be current on all required local, state and federal licensing requirements

· Have no outstanding judgments, liens, or other legal impediments

Allowable uses of loan proceeds:

· Purchase real estate

· Building (new construction and/or renovation to an existing structure)

· Infrastructure (curb, gutter, parking, site preparation, water & sewage connections, etc.)

· Machinery, equipment, furniture and fixtures

· Inventory

· Working Capital

· Other uses as determined by the City of Chokio

Prohibited Use of Loan Proceeds:

· Purchase real estate

· Building (new construction and/or major renovation to an existing structure)

· Infrastructure (site preparation, water & sewage connections, etc.)

· Machinery, equipment, furniture and fixtures

· Inventory

· Working Capital

· Agriculture production

· Housing

· Gambling

· Non-profits

· Adult businesses

· Tattoo parlors

· Body piercing shops

· Pawnshops

· Check cashing businesses

· Illegal activities

· Other prohibited uses of loan proceeds as determined by the City

City loan can be no more than 25% of Total Project Costs

A minimum of 10% of Total Project Costs as an owner’s equity injection of new capital

(A larger percentage of owner’s equity may be required based on project risk as determined by the City of Chokio)

Personal Guarantees will be required from all owners with greater than 20% ownership positions

Commercial lender or other “gap” lender involvement between 50 and 65% of Total Project Costs

(Percentage of other lender involvement is based on project risk as determined by the City of Chokio)

The City of Chokio must be in at least a second security position 

All loan terms, rates, amount, use of funds, loan conditions and requirements, and covenants are dependent upon the loan risk as determined by the City of Chokio

THE CITY OF CHOKIO IS AN EQUAL OPPORTUNITY PROVIDER













