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Purpose of the Program
The Maryland Fresh Food Financing Initiative (FFFI) is an enhancement to the Department’s Neighborhood BusinessWorks program that is aimed at eliminating “Food Deserts,” communities that lack access to supermarkets and other food-related enterprises that can be the source of fresh food.  The FFFI is designed to provide flexible financing for the start-up, rehabilitation or expansion of businesses and nonprofit organizations, with a particular emphasis on those that will source fresh food from Maryland farmers in underserved areas. 
The FFFI seeks to invest in partners who can demonstrate the ability to recruit, capitalize and support the development of a pipeline of food-related enterprises located in underserved communities within designated Food Deserts and Sustainable Communities. Selected community-based lending Intermediaries will originate and administer such loans as well as provide their applicants with technical assistance.  Priority will be given to those applicants focused on jurisdictions that have food desert initiatives underway.
Eligible Intermediaries
Eligible applicants for this initial round will be entities that are currently working in Maryland communities and that are Community Development Financial Institutions (CDFI’s) and local governments or quasi-public agencies. Intermediaries will be required to renew their partnership status with the FFFI every five years or when their FFFI awards have been committed fully to borrowers, whichever comes sooner. The making of loans to Intermediaries will be subject to the availability of funding. Intermediaries must demonstrate:

· Financial stability

· Experience or interest in administering financing to food-related enterprises
· Ability to leverage FFFI proceeds

· Capacity to comply with  FFFI statute, regulations and policies

· Readiness to provide adequate resources & staff to proceed
· Ability to manage capital, assist businesses and repay debt
· A plan for how to support end borrowers with direct technical assistance for both general business and food/retail specific concerns.

Application Process

The first step to participate in this Program is to submit an application to become an Intermediary.  The application is attached as Appendix A of this Request.  Applications for Intermediary status will be reviewed on a rolling basis and will be subject to the availability of funds in the Department’s budget for the NBW program.  Awards will be announced on at least a quarterly basis.
Maryland Food Deserts Initiative Loan Terms and Conditions

FFFI grants and loans will be closed in accordance with terms, conditions and documentation provided by the Maryland Office of the Attorney General (OAG). Funding for this Program is governed by Chapter 228 of the Laws of Maryland of 2014, and regulations to be promulgated thereunder.
Eligible Businesses

· Retail businesses, such as grocery stores of varied sizes
· Manufacturing and aggregating entities (such as regional food hubs)
· Goods and Services related businesses

· Farmer’s Markets (new or expanded)
· Projects must be located in a designated Sustainable Community area OR a designated Food Desert.
Note:  Some restrictions apply.  In the event a grant or loan under this program is made to an ineligible borrower, for an ineligible purpose or in an ineligible area, the Department will require repayment of the loan or grant amount in full.  
Eligible Uses of Funds

· Working capital 
· Real estate acquisition and down payment

· Renovations and leasehold improvements

· Machinery and equipment

· Certain other costs associated with opening or expanding a small business or food-related enterprise.
Ineligible Uses of Funds
The following types of projects and activities will not be considered for food-related enterprise loans under this program:

· Residential or transient living businesses, multifamily or single-family housing developments, nursing homes, assisted living facilities, crisis care centers, group homes, transitional housing, and homeless shelters

· Community facilities such as community halls, fire stations, hospitals, colleges, or universities

· Adult bookstores, adult video shops, other adult entertainment facilities, gambling facilities, gun shops, liquor stores, massage parlors, pawn shops, tanning salons, or tattoo parlors

· Home-based businesses
Loan Terms

· Award amounts will not exceed $500,000 to any one Intermediary
· Rate to end borrowers cannot exceed 10%

· Loan term cannot exceed 15 years

· Collateral is required and may include, but is not limited to personal guarantees, liens on business assets and pledges of accounts
· No prepayment penalties

· Combined Origination Fee & Points Maximum: 1%

· Application Fee Maximum: $100
· Intermediaries are permitted to charge late fees on loans to food-related enterprise borrowers
Intermediary Loan Terms and Conditions 

The Intermediaries that receive financial assistance from DHCD shall enter into Intermediary loan documents with DHCD, including a Promissory Note, Security Instrument and any other documents required by DHCD and the Office of the Attorney General. Intermediary loan documents shall contain a default provision in the event of default by the Intermediary under the Intermediary loan documents, or violations by the Intermediary of the statute, regulations or policies governing FFFI. Loans to Intermediaries will bear interest at a rate of 2%, and have a loan term of 5 years.  Intermediary loan payments will be interest only payments for 5 years, with a balloon payment due at maturity. The Intermediary has the option to draw down the entire loan amount, or submit draw requests during the draw down period, which shall start on the closing date of the Intermediary loan and expire 60 months from the closing date. 
Grant Conditions:

The Intermediary may request that up to 20 percent of its total award be in the form of a grant which may be utilized by the Intermediary to subsidize food-related projects that could not otherwise proceed. 
Collateral

DHCD will take a security interest in all FFFI loan notes, security instruments, financing statements and other documents entered into by the Intermediaries and the borrowers.  All FFFI loan documentation shall include the following statement:
“This Note (and/or Security Instrument) has been pledged and assigned to the Maryland Department of Housing & Community Development as collateral.  No further assignment shall be made without the prior written consent of the Maryland Department of Housing & Community Development.”

At its discretion, DHCD may take physical possession of the FFFI loan documents at any time. In the event of default of a loan made by an Intermediary, DHCD may exercise its rights under any assignment or pledge of the food-related enterprise loan documents on such security interests. 
Intermediary Responsibilities

· Origination of short‑term (up to 15 years), fixed rate, fixed payment loans to start‑up, newly established, and growing small businesses.  The decision whether to make a food -related enterprise loan or not, rests solely with the Intermediary.
· Underwriting, closing, servicing and asset managing all grants and loans under this Program.

· Provision of Technical Assistance to each of its food related enterprise borrowers funded under this Program.

· The making of lending decisions to potential borrowers on a timely basis and keeping potential borrowers informed throughout the pre-loan process.

· Attendance at DHCD training sessions, peer networking meetings and other events conducted by DHCD.

· Maintenance of up to date information regarding Program policies and guidelines. 

· Notification to DHCD of any changes in the Intermediary’s address. 

· Notification to DHCD of any change in personnel, which will affect the delivery of program services.  

· Submittal of reports and audited financial statements as directed by the Maryland Department of Housing & Community Development.

· The Intermediary shall not discriminate in the origination or administration of loans made under Maryland Food Deserts Initiative on the basis of race, color, religion, sex, disability, familial status, or national origin.
Leverage & Multi-Party Financing

DHCD’s Business Lending Programs are designed to leverage both private and public financing resources. Intermediaries participating in FFFI are required to demonstrate that DHCD funds have been leveraged with the Intermediary funds and/or private lender funds.
Equity Interest

Intermediaries may not act as a participant, or have a security interest or be a stakeholder in any of the food-related enterprises funded under the FFFI.

Separation from the Program

DHCD may elect to terminate the FFFI and terminate agreements with Intermediaries at any time. An Intermediary may choose to terminate its participation in the FFFI at any time, subject to the terms and conditions of the agreements between DHCD and the Intermediary.
Document Retention & Reporting

The Intermediary is required to report the following loan portfolio information to DHCD’s Business Lending Program on a quarterly basis by the last day of the month following the quarter end. The quarterly reports will be cumulative; that is, they will reflect activity from prior reports as well as new activity.
· Applications received and date
· Applicant business names and address
· Status  of the loan applications, including closing dates
· Business Telephone & Email addresses
· Total Project Costs

· Loan Amount applied for by applicant

· Additional funds leveraged with this project & from what source

· Log of inquiries and declined applicants with reasons for decline.
· Copies of loan documents as requested by DHCD

The Intermediary will also be required to submit an Annual Report.

For Additional Information

Please contact:

Michael J. Haloskey 

Director, Business Lending Programs

Phone: 410-514-7237      Email: Michael.Haloskey@maryland.gov
Maryland Department of Housing and Community Development

Division of Neighborhood Revitalization 

100 Community Place

Crownsville, Maryland 21032

www.mdhousing.org





APPENDIX A

INTERMEDIARY APPLICATION 

DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT

100 Community Place

Crownsville, MD 21032

410-514-7237
 (Please Print Clearly or Type)
Intermediary Applicant Information
	Organization Name:
	     

	Address:
	     

	Address (continued):
	     

	Office Telephone No. (Home):
	     
	     Primary Contact Tel. No:
	     

	EIN:
	     

	Primary Contact Name:
	     

	Email Address:
	     


	Total Award Requested for Intermediary 
(Maximum $500,000):
	     


	Grant Amount Requested for Intermediary 

(Maximum 20% of Total Award):
	     


	Please list the Maryland counties/cities you serve:

     
Please explain your organization’s capacity & experience in making loans to small businesses and food-related enterprises:


	     

	

	

	

	

	


Please provide an explanation of how the FFFI proceeds will be leveraged with other funding:
     


	     



Please verify and explain that your organization has the financial stability & committed resources to immediately proceed: 

	     

	

	

	

	

	


Please provide an explanation of how your organization will provide technical assistance for borrowers and what training and resources will be provided:

	     



Please describe how your organization will ensure that borrowers develop a plan to utilize Maryland-grown produce and Maryland-manufactured food products:
	     



Does your organization have any outstanding liabilities with the state of Maryland?


(e.g., income taxes, sales taxes, payroll withholding taxes, unemployment taxes, or other 
penalties and fines) If so, please explain.
	     



Additional Required Documentation:

Please attach your organization’s 2013 Annual Report, 2013 Annual Financial Statement, 501c(3) Organizational documents and last 3 years Organization Tax Returns.

The undersigned authorizes the Department of Housing and Community Development (the “Department”) to make such inquiries as necessary, including, but not limited to, credit inquiries in order to verify the accuracy of the statements made by the applicant and to determine the creditworthiness of the applicant.


In accordance with Executive Order 01.01.1983.18, the Department advises you that certain personal information is necessary to determine your eligibility for financial assistance.  Availability of this information for public inspection is governed by Maryland’s Access to Public Records Act, State Government Article, Section 10-611 et seq.  of the Annotated Code of Maryland (the “Act”).  This information will be disclosed to appropriate staff of the Department or to public officials for purposes directly connected with administration of this financial assistance program for which its use is intended.  Such information may be shared with State, federal or local government agencies, which have a financial role in the project.  You have the right to inspect, amend, or correct personal records in accordance with the Act.


The Department intends to make available to the public certain information regarding projects recommended for reservation of funds by the Neighborhood Business Development Program from which the Maryland Food Deserts Initiative proceeds are funded.  The information available to the public will include the borrower’s name; the name, location, and description of the project; and the amount of financial assistance.  This information may be confidential under the Act.  If you consider this information confidential and do not want it made available to the public, please indicate that in writing and attach the same to this application.

The Department desires to disclose information about your project to the Maryland General Assembly or other State officials or their staff, local government officials or their staff, other lenders and funding sources, and small business technical advisors.  Such information may include your name; photo of the project and/or borrower; the name, location, and description of your project; the date and amount of financial assistance awarded by the Department; the terms of your financial assistance, including interest rate, repayment obligation, use of funds, and security interest taken; and the sources, amounts, and terms of other funding used to complete your project, including your capital contribution.  This information may be confidential under the Act.  If you do not want this information made available to the above-referenced parties, you must attach to this application your written objection.  You agree that not attaching an objection constitutes your consent to the information being made available to the above-referenced parties and a waiver of any rights you may have regarding this information under the Act.

	I have read and understand the above paragraph.  Applicant’s Initials:
	     



Anyone who knowingly makes, or causes to be made, any false statement or report relative to this financial assistance application for the purposes of influencing the action of the Department on such application shall be subject to criminal prosecution, a fine of up to $50,000, and/or imprisonment of up to five years.


The undersigned hereby certifies that the development proposed in this application can be accomplished in accordance with the development budget set forth herein and further certifies that the information set herein and in any attachments in support hereof is true, correct, and complete to the best of his/her knowledge and belief.

	
	
	     
	
	     

	Authorized Signature
	
	Type Name and Title
	
	Date


APPENDIX B

Chapter 228 of the Laws of Maryland of 2014 
Article - Housing and Community Development
§6–301.  

 (a) In this subtitle the following words have the meanings indicated. 

 (b) (1) “Development costs” means the costs incurred to construct or rehabilitate a neighborhood business development project. 

  (2) “Development costs” includes the costs of: 

   (i) necessary studies, surveys, plans, and specifications; 

   (ii) architectural, engineering, or other special services, including flood plain studies, environmental audits, and critical area or wetland assessments; 

   (iii) land and improvements; 

   (iv) site preparation; 

   (v) construction, reconstruction, and rehabilitation; 

   (vi) machinery, equipment, and furnishings; 

   (vii) essential start–up operating costs, including working capital and initial occupancy expenses; 

   (viii) indemnity and surety bonds and premiums on insurance; 

   (ix) temporary relocation expenses; and 

   (x) other necessary fees. 

 (C) “FOOD DESERT” MEANS THE PART OF A PRIORITY FUNDING AREA DESIGNATED BY THE SECRETARY UNDER § 6–308(C) OF THIS SUBTITLE. 

 [(c)] (D) “Fund” means the Neighborhood Business Development Fund. 

 [(d)] (E) “Microenterprise” means a business with not more than five employees that: 

  (1) requires not more than $35,000 in total start–up capital or financial assistance; and 

  (2) does not have access to the traditional commercial banking sector. 

 [(e)] (F) “Program” means the Neighborhood Business Development Program. 

 [(f)] (G) (1) “Project” means a neighborhood business development project that receives financial assistance from the Fund. 

  (2) “Project” includes a microenterprise project that receives financial assistance from the Fund. 

 [(g)] (H) “Small business” means a business that qualifies as a small business under § 6–302 of this subtitle. 

 [(h)] (I) “Sustainable community” means the part of a priority funding area that: 

  (1) as determined by the Smart Growth Subcabinet, satisfies the requirements of § 6–205 of this title; 

  (2) has been designated as a BRAC Revitalization and Incentive Zone under Title 5, Subtitle 13 of the Economic Development Article; or 

  (3) has been designated a transit–oriented development under § 7–101 of the Transportation Article. 

6–303. 

 (a) There is a Neighborhood Business Development Program. 

 (b) The purposes of the Program [are,] ARE:  

  (1) in sustainable communities, to: 

  [(1)] (I) help develop, redevelop, or expand small businesses and microenterprises; 

  [(2)] (II) stimulate investment by the private sector; 

  [(3)] (III) invest in revitalization projects for small businesses and microenterprises; and 

  [(4)] (IV) stimulate political subdivisions to participate in developing and expanding small businesses and microenterprises; AND 

  (2) IN FOOD DESERTS, TO HELP CREATE SMALL BUSINESSES AND OTHER FOOD–RELATED ENTERPRISES THAT PROVIDE FRESH FRUITS, VEGETABLES, AND OTHER HEALTHY FOODS TO RESIDENTS IN THE FOOD DESERT. 

 (c) The Program includes: 

  (1) the Business Development Program; and 

  (2) the Capital Access Program. 

6–304. 

 (a) There is a Business Development Program in the Neighborhood Business Development Program. 

 (b) The Business Development Program shall provide financial assistance to projects in sustainable communities AND FOOD DESERTS. 

6–305. 

 (a) (1) A small business, nonprofit organization, or microenterprise may apply for financial assistance under the Business Development Program. 

  (2) The Department shall review each application. 

 (b) An applicant may qualify for financial assistance for a project in a sustainable community OR FOOD DESERT if the application demonstrates that: 

  (1) except for a microenterprise project, the project has significant commitments for financing from other private and nonstate public sources that are sufficient to complete the project with the money from the Fund; 

  (2) the financial assistance from the Fund is the minimum amount necessary to make the project financially feasible; 

  (3) the project is ready to proceed when it receives financial assistance from the Business Development Program; [and] 

  (4) the political subdivision has adopted a resolution, or its authorized designee has delivered a letter to the Business Development Program, that expresses support for the project; AND 

  (5) ANY FOOD DESERT PROJECT INCLUDES A PLAN TO SEEK OUT SOURCES OF MARYLAND–GROWN PRODUCE AND MARYLAND PRODUCED FOODS. 

 (c) Financial assistance under the Business Development Program may be provided to a small business, nonprofit organization, or microenterprise as: 

  (1) a grant; 

  (2) a loan; 

  (3) a reduction in the principal obligation of or interest rate on a loan or portion of a loan; 

  (4) a prepayment of interest on a subordinate or superior loan or portion of a loan; 

  (5) an assurance; 

  (6) a guarantee; or 

  (7) any other form of credit enhancement. 

6–308. 

 (a) The Department shall: 

  (1) administer the Business Development Program; 

  (2) adopt regulations to carry out the Business Development Program, INCLUDING A PROCESS TO DESIGNATE AN AREA AS A FOOD DESERT UNDER SUBSECTION (C) OF THIS SECTION; 

  (3) establish, for each category of financing described in § 6–306(c) of this subtitle, minimum percentages or amounts of private and nonstate public financing that an applicant for the Business Development Program must secure; and 

  (4) make a reasonable, good faith effort to make 25% of the Business Development Program loans and grants to microenterprises. 

 (b) The Department may: 

  (1) sell, assign, or otherwise dispose of a Program loan or revenue from a loan on terms and conditions acceptable to the Department, including selling loans at a discount, if the maximum sale proceeds in any fiscal year do not exceed $4,000,000; and 

  (2) apply the proceeds received from a sale, assignment, or other disposition under item (1) of this subsection to the Fund. 

 (C) THE SECRETARY, ON THE RECOMMENDATION OF THE  INTERAGENCY FOOD DESERT ADVISORY COMMITTEE ESTABLISHED UNDER § 6–308.2 OF THIS SUBTITLE, MAY DESIGNATE AN AREA AS A FOOD DESERT AFTER CONSIDERING THE FOLLOWING FACTORS: 

  (1) AVAILABILITY OF FRESH FRUIT, VEGETABLES, AND OTHER HEALTHY FOODS IN THE AREA; 

  (2) INCOME LEVELS OF LOCAL RESIDENTS; 

  (3) TRANSPORTATION NEEDS OF LOCAL RESIDENTS AND THE AVAILABILITY OF PUBLIC TRANSPORTATION; 

  (4) COMMENTS FROM LOCAL GOVERNMENTS; AND 

  (5) ANY OTHER FACTORS THAT THE DEPARTMENT CONSIDERS RELEVANT. 

6–308.2. 

 (A) THERE IS AN INTERAGENCY FOOD DESERT ADVISORY COMMITTEE. 

 (B) THE COMMITTEE CONSISTS OF THE FOLLOWING SEVEN MEMBERS: 

  (1) THE SECRETARY, OR THE SECRETARY’S DESIGNEE; 

  (2) THE SECRETARY OF AGRICULTURE, OR THE SECRETARY’S DESIGNEE; 

  (3) THE SECRETARY OF PLANNING, OR THE SECRETARY’S DESIGNEE; 

  (4) THE SECRETARY OF HEALTH AND MENTAL HYGIENE, OR THE SECRETARY’S DESIGNEE; 

  (5) THE SECRETARY OF HUMAN RESOURCES, OR THE SECRETARY’S DESIGNEE; 

  (6) THE SECRETARY OF BUSINESS AND ECONOMIC DEVELOPMENT, OR THE SECRETARY’S DESIGNEE; AND 

  (7) THE SECRETARY OF EDUCATION, OR THE SECRETARY’S DESIGNEE. 

 (C) THE SECRETARY OR THE SECRETARY’S DESIGNEE IS THE CHAIR OF THE COMMITTEE. 

 (D) THE DEPARTMENT SHALL PROVIDE STAFF FOR THE COMMITTEE. 

 (E) THE COMMITTEE SHALL: 

  (1) ADVISE AND MAKE RECOMMENDATIONS TO THE DEPARTMENT ON THE DEVELOPMENT AND ADOPTION OF REGULATIONS RELATED TO FOOD DESERTS PROJECTS; 

  (2) MAKE RECOMMENDATIONS TO THE SECRETARY ON APPLICATIONS FOR DESIGNATING AN AREA AS A FOOD DESERT; AND  

  (3) MAKE RECOMMENDATIONS FOR INTERAGENCY COORDINATION TO REDUCE THE NUMBER OF FOOD DESERTS AND PROMOTE HEALTHY FOOD ACCESS FOR MARYLAND NEIGHBORHOODS. 

6–308.3. 

 (A) IF THE DEPARTMENT DETERMINES THAT AN ENTITY IS CAPABLE OF ADMINISTERING A FOOD DESERT PROJECT, THE ENTITY MAY ORIGINATE AND ADMINISTER FINANCIAL ASSISTANCE TO A FOOD DESERT PROJECT IN ACCORDANCE WITH STANDARDS THE DEPARTMENT ADOPTS BY REGULATION. 

 (B) THE DEPARTMENT MAY: 

  (1) PAY AN APPROVED ENTITY A REASONABLE ORIGINATION, APPLICATION, AND PROCESSING FEE FOR EACH FOOD DESERT PROJECT THAT IS ORIGINATED BY THE APPROVED ENTITY; 

  (2) DIRECTLY FUND THE FINANCIAL ASSISTANCE FOR A FOOD DESERT PROJECT THAT IS ORIGINATED BY AN APPROVED ENTITY; AND 

  (3) PROVIDE FINANCIAL ASSISTANCE TO AN APPROVED ENTITY FOR THE PURPOSE OF THE APPROVED ENTITY PROVIDING FINANCIAL ASSISTANCE FOR A FOOD DESERT PROJECT IN ACCORDANCE WITH THIS SUBTITLE.  

6–308.4. 

 (A) ON OR BEFORE DECEMBER 1 OF EACH YEAR, THE DEPARTMENT SHALL SUBMIT A REPORT ON THE PROGRAM, IN ACCORDANCE WITH § 2–1246 

OF THE STATE GOVERNMENT ARTICLE, TO THE SENATE BUDGET AND TAXATION COMMITTEE, THE SENATE EDUCATION, HEALTH, AND ENVIRONMENTAL AFFAIRS COMMITTEE, THE HOUSE APPROPRIATIONS COMMITTEE, AND THE HOUSE ENVIRONMENTAL MATTERS COMMITTEE. 

 (B) THE REPORT UNDER SUBSECTION (A) OF THIS SECTION SHALL INCLUDE: 

  (1) THE NAMES OF APPROVED ENTITIES AWARDED FINANCIAL ASSISTANCE FOR FOOD DESERT PROJECTS; 

  (2) THE TYPE OF ACTIVITIES IN WHICH THE APPROVED ENTITIES ARE ENGAGED; 

  (3) THE LOCATION OF THE APPROVED ENTITY’S OPERATION; 

  (4) THE AMOUNT OF EACH GRANT AWARD; 

  (5) THE NUMBER OF EMPLOYEES EMPLOYED BY THE APPROVED ENTITY; 

  (6) THE BASIS FOR APPROVING THE GRANT; 

  (7) AN EXPLANATION OF HOW THE APPROVED ENTITY’S OPERATION ADVANCES THE POLICY GOAL OF REDUCING FOOD DESERTS; AND 

  (8) IF AVAILABLE, HOW LONG THE GRANTEE’S OPERATION STAYED IN BUSINESS FOLLOWING THE AWARDING OF THE GRANT.
15

