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Quick Grow Express Loan
(Loans up to $10,000)                  
LOAN POLICY

A. Description of Loan Products
The Quick Grow Loan Program is a collaborative effort between the Rural Enterprise Assistance Project (REAP) a program of the Center for Rural Affairs and GROW Nebraska.  This loan product has been exclusively developed for use by GROW Nebraska clients.  
The Quick Grow Express Loan can be used for startup and existing business purposes and is designed for easy borrower application process and quick turn around.   The loan can be $10,000 or less and requires collateral.  Subsequent larger loans can be obtained through existing microlending organizations in Nebraska.  

GROW Nebraska identifies, provides marketing technical assistance, and starts the loan process.  REAP provides loan technical assistance, closes, and administers the loan.  GROW Nebraska is paid an origination fee for all Quick Grow Loans closed.  

GROW Nebraska refers the potential borrower to REAP and/or to the online loan application.  REAP will contact the potential borrower and plan for technical assistance and follow up.  REAP forwards appropriate loan documents to the potential borrower or refers the potential borrower to the online application located at www.cfra.org/reap.  The borrower will forward the completed loan application to REAP or will complete and submit the online version.  REAP will send a copy of the completed loan application to GROW Nebraska.  REAP will review and initiate the Loan Review Committee (LRC) call.  Loan reviews are done by conference call.  The LRC will consist of two REAP staff and one GROW Nebraska staff.  If approved, REAP will close the loan and have the borrower sign the appropriate loan closing documentation.  Once closed, REAP will send a check to the borrower.  

B. Maximum Loans Levels

1. The maximum Quick Grow Express loan is $10,000 per borrower.  

C.  Collateral

1. All Quick Grow Express loans will be secured by collateral.  Legal security documents will be filed with the State of Nebraska and with the respective county.
D. Term of Loan

1.   The repayment period will be 72 months or less.  

E. Interest Rate

1. The prime interest rate shall be determined monthly through the Wall Street Journal on the first business day of each month.  

2.   The interest rate shall be fixed for the term of the loan.

3. Interest will accrue daily on the balance of the loan.

4. The Quick Grow Express Loan interest rate will be prime + 4% or SBA maximum limit, (Whichever is lower).
5. *Grow Nebraska members will receive reduced rates for their first and second Quick Grow Express Loans, the interest rate is 2% less than the current Quick Grow Express Loan rate.  This rate reduction is only applicable to the Quick Grow Express Loan product.
F. Other Regulations

1. Spouses may have separate loans, at the same time, if each is engaged in a separate business and each pays separate dues.

2. A business may have two loans at one time, with a balance due being no more than their present maximum loan level.  
3. REAP loan capital comes from different sources and some sources have special restrictions on use.  The current restrictions include no lending for:  pyramid sales schemes, sales of religious items, refinancing debt, nor the purchase of real estate (land).

G. Eligibility

1. Any for-profit entity (individual, firm, partnership, or corporation) legally doing business within the State of Nebraska.  Non-profit childcare centers are eligible to borrow under this program.  Outside of non-profit childcare centers, no other non-profit business is eligible.
H. Loan Application

1. A borrower notifies GROW Nebraska of intent to apply for a loan.  GROW Nebraska refers the potential borrower to REAP.  REAP will contact the potential borrower and plan for technical assistance and follow up.  REAP forwards appropriate loan documents to the potential borrower or refers the potential borrower to the online application located at www.cfra.org/reap.  
2.
The borrower will complete the loan application:

a. REAP/GROW:029G for all Quick Grow Express Loan applications. 

3. If completing online, the borrower’s loan documentation will be received via the web and forwarded to the area REAP Loan Specialist.  If completing manually, the borrower will mail or email the completed loan application or Business Plan to the REAP office in Lyons or their area REAP Loan Specialist.  REAP will discuss the content with the borrower prior to presenting the loan to the Loan Review Committee (LRC).  Follow up technical assistance will be established if needed.    

4. REAP will review and initiate the Loan Review Committee (LRC) call.  The LRC will consist of two REAP staff and one GROW Nebraska staff.  If all three vote yes, the loan is approved.

5. If approved by LRC, REAP will close the loan and have the borrower sign the appropriate loan closing documentation.  Once closed, REAP will send a check and amortization schedule to the borrower (Section I.1. below).

I. Loan Disbursement

1. Process for Loan Disbursement

a. Loan Review Committee authorizes the disbursement after approving the loan by signing the loan application and marking the space marked "Approved".  The loan application is then forwarded to REAP’s main office.

b. REAP staff have borrower sign the appropriate documentation.  The 

Documentation and loan application will be delivered to the REAP office in Lyons by the REAP staff.

c. The REAP office in Lyons will review the loan application and issue the loan check.  They will mail the borrower the loan check, amortization schedule, and a copy of the loan application normally within seven days.  They will also mail a copy of the amortization schedule to GROW Nebraska and the REAP Loan Specialist.

J. Repayment Procedure

1. The borrower's first loan payment will be made on the 15th of the 2nd month following receipt of the loan check.  If the 15th of the month falls on a weekend or holiday or other day when the bank is closed, the bank due date becomes the first business day following.  

2. REAP loan payments are made monthly using Automated Check Handling (ACH).  An automatic deduction of the loan payment amount is made to REAP from the borrower’s bank or savings account on a regular monthly basis, (15th of each month) until the loan is paid in full. 

3. REAP will send a loan repayment report to GROW Nebraska and the REAP Loan Specialist.  If a loan payment did not go through and has become delinquent, then the REAP Loan Specialist should discuss and contact the borrower to get the loan situation back on track.
4.   Incentive for Early Payments

a. REAP calculates interest on a daily basis.  If extra payments are made in addition to the regular ACH monthly payment, the borrower will realize interest savings.  The final loan payment will be reduced by all accumulated savings on interest. 

b.  There will be no penalty for early loan pay-off.

5. The loan payoff figure will be calculated by REAP.  The amount may be larger or smaller than the last payment on the amortization schedule depending on when loan payments are made since interest is accrued daily.

K. Delinquency and Default Procedures

1. The loan is considered delinquent (late) if the loan payment was not made on its due date.  A late fee will be charged to the borrower for each late payment.

a. Month #1 - Borrower does not make payment on the due date (account has insufficient funds to cover the loan payment on the 15th).

i. REAP's Role – REAP will send a letter to the borrower to inform them of payments made and due.  A copy of the letter will be sent to GROW Nebraska.  This will accompany the monthly loan report.  The REAP Loan Specialist will visit with the borrower either by phone or in person to determine why payment was not made and encourage them to make their payment.  If they can’t be reached by phone or in person, a letter will be sent to the borrower.  (Is there a need to reschedule the payments?  Are they too large?  Has there been a crisis in the business or personal life of the borrower?)

b. Month #2 - Borrower has not made the previous month's loan payment, nor this month's loan payment on its due date.

i. REAP's Role - A certified letter will be sent to the borrower as part of the monthly loan report.  This letter will state that if the missed payment(s) is not made up before the next month, GROW Nebraska will be notified of a draw down of the Loan Loss Reserve account.  REAP will make contact directly (by phone or in person) with the borrower.  If they can’t be reached by phone or in person, a letter will be sent to the borrower.  

2. The loan is considered to be in default if no payments have been made for 3 months (90 days).

a. Month #3 - Borrower has not made the previous two months' payment, or this month's payment on its due date, nor is willing or able to work with REAP in rescheduling the loan.  The loan is now considered to be in default at this point.

i. REAP's Role - Loan will be considered to be in default, and REAP will declare a loan loss.  The borrower will be notified by certified mail and GROW Nebraska will be notified in the monthly loan report that REAP will draw down the Loan Loss Reserve account in 30 days for the defaulted amount (includes the unpaid loan plus all interest and late fees).  REAP will send the borrower a certified letter stating that REAP will turn the loan over to a collection agency 30 days from the date of the letter for full repayment if REAP does not hear from the borrower by that date.  The loan will be turned over to the collection agency the day following the date specified in the letter to the borrower.

b. Month #4 - Loan Loss Reserve drawn down

i. GROW Nebraska’s Role – GROW Nebraska will need to replenish the Loan Loss Reserve.  

ii. REAP's Role - REAP will draw down the Loan Loss Reserve account for the amount of the balance due after 30 days have passed from the date that GROW Nebraska was informed of the defaulted loan.  Balance due includes the unpaid loan plus all interest and late fees.

3. Delinquency Solutions

a. In the case of partial payments, the borrower is required to contact REAP to discuss future loan payments.

b. REAP may choose to reschedule a delinquent note.

c. The amount of a rescheduled note shall include all accumulated late fees as part of the principle, in addition to all unpaid principal and interest.  The interest rate will be the same as the original note.

d. A fee will be charged for the first rescheduling.  Any subsequent rescheduling on this loan or following loans will also have a rescheduling fee. 

4. Default 

a. If the Collection Agency is successful in collecting the defaulted loan:

i. The collection agency will retain 33-50% of the collected money for their fee.  

ii. The balance of the collected money will be used to pay REAP for the balance due on the loan that the Loan Loss Reserve did not cover previously.

iii. Any remaining collected money will go to replenish GROW Nebraska’s Loan Loss Reserve.  

iv. If the balance in the Loan Loss Reserve following the default is insufficient to meet the loan demand of the next 6 months, GROW Nebraska will confer with REAP to negotiate a solution to the problem.  GROW Nebraska will be given an opportunity to rebuild the Loan Loss Reserve to serve the near-term borrowing needs of the GROW Nebraska members.

5. Collections

a. Collections are the last source of repayment and will begin immediately when a loan is in default.  Every reasonable effort will be taken to recover the money owed by the borrower for the Quick Grow Express Loan note.  Collections are pursued in accordance with the following guidelines.
i. The Program Director/Loan Specialist will recover collateral from the borrower that was used to secure the loan and arrange for its sale.

ii. Judgments are filed against the borrower for the balance of the loan owed after the sale of collateral.

iii. The Program Director/Loan Specialist tracks defaulted loans and seeks opportunity for repayment.  An example would be rescheduling a loan.

iv. The balance of collected money will be used to pay REAP for the balance due on the loan that the Loan Loss Reserve did not cover previously and any fees involved in collecting the loan.  Any remaining collected money will go to replenish GROW Nebraska’s Loan Loss Reserve.

M. Insufficient Funds Procedures

1. With the first occurrence of non-sufficient funds (NSF) or a returned check, the REAP office will contact the borrower.  The REAP Loan Specialist will also be contacted.  

2. With the second occurrence of a non-sufficient funds (NSF) or a returned check, the REAP office will again contact the borrower, and will also notify the REAP Program Director and Loan Specialist.

3. There will be a fee charged for each occurrence of a non-sufficient fund account or returned check.  

N. Fees Charged

1. Late Payments

a. Borrower's payment is late - $10.00

b. Insufficient funds or bounced check - $10.00 per occurrence.

2. Rescheduled Loans

a. First time rescheduling - $10.00

b. Second time subsequent rescheduling - $20.00

   3.   Loan Processing

a. Quick Grow Express loan fee - $35.00

4. Other Fees

a. Borrower is responsible for all fees in cases where real estate is used as security for the loan.  Borrower is responsible for fees relating to title and lien searches.  The amount required can be made part of the loan or paid directly to REAP from the borrower.
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