AGENDA ITEM NO.

¢-9

COUNTY OF HUMBOLDT

For the meeting of: April 22, 2014

Date: March 31, 2014 |
To: Board of Supervisors j
From: Phillip Smith-Hanes, County Administrative Officer «PQ',"} I
Subject: Approval of Headwaters Fund Revolving Loan Fund Contracts to Arcata Economic

Development Corporation and Redwood Region Economic Development Commission.

RECOMMENDATION{(S):
That the Board of Supervisors:

1) Review and approve the Headwaters Fund (HWF) Revolving Loan Fund (RLF) lender agreements
with the Arcata Economic Development Corporation (AEDC) and the Redwood Region Economic
Development Commission (RREDC) through June of 2019; and

- 2) Authorize and direct the Chair of the Board to sign the lender agreements between the County and
AEDC and RREDC (Attachments 1 and 2); and ,

3) Authorize that any consent or approval in these agreements required of County, the HWF Board, or
the HWF staff, may be exercised by the County Administrative Officer or, upon the County
Administrative Officer’s written authorization, by the HWF Coordinator.

SOURCE OF FUNDING:

Headwaters Revolving Loan Fund

Prepared by Dawn Elsbree, Headwaters Fund Coordinator CAO Approval W QV/(A/\H
: J /

REVIEW:
Auditor County Counsel ; b '2 Human Resources s Other
TYPE OF ITEM: BOARD OF SUPERVISORS, COUNTY OF HUMBOLDT
X Consent Upon motion of Supervisor Loy, Seconded by Supervisor m
Departmental Giace, 5‘;
Pubiic Hearing AvesSunalberq, Lovelace, Bonn, Fennedl, Bass
r ays
Abstain
PREVIOUS ACTION/REFERRAL: Absent
Board Order Nos.E3; C-6; C-4: C-7. B-6: E-1: C-7 and carried by those members present, the Board hereby approves the
Meetings of:11-05-02: 04-22-03: 09-14-04; 12-11-07; 07-08-03; 12-11.07 recommended action contained in this Board report.

Daod:_Anei\ 22, 20 4+ 4/ . 4
By: v
Kathy Hayes, Clerk of the Board




DISCUSSION:

On November 5, 2002, the Board of Supervisors approved issuing a Request for Proposals (RFP) for loan
services for the Headwaters RLF. On April 22, 2003, the Board allocated $8 million to the RLF from the
original Headwaters funds. The Board approved a lender agreement with Arcata Economic Development |
Corporation (AEDC) on September 14, 2004, extended it on December 11, 2007, and approved a new ;
contract as of July 1, 2010. Your Board approved a three-month extension of this contract to September,
30, 2013, Under the lender agreement, AEDC could access up to §3 million. Similarly, Redwood Region
Economic Development Commission (RREDC) was under contract to be a lender for the RLF and could
access up to $3.5 million. The Board approved a lender agreement with RREDC on July 8, 2003, extended
it on March 30, 2004, and again on December 11, 2007, and approved a new contract as of July 1, 2010, On '
February 7, 2012, your Board also approved an increase in the allowable cap on the loan funds that
RREDC could access from $3 million to $3.5 million. On June 18, 2013, your Board extended the
agreement with RREDC to September 30, 2013. Both of these agreements have now expired.

In order to increase the opportunities for community partners to work with the Headwaters Fund RLF and
in order to increase loan returns to the fund, your Board authorized the issuance of an RFP on November 5,
2013. That RFP closed on January 31, 2014, with two qualified respondents.

The two respondents were AEDC and RREDC. Each organization proposed two basic changes in terms for
the loan program. In the past the loans were underwritten and serviced in exchange for 40% of all of the
interest earned on the Headwaters portion of the loan. The first change was to decrease the amount of
interest each organization earned on the Headwaters portion of loans under $150,000 from 40% to 35%.
The second change was that for loans over $150,000, Headwaters would earn 7% of the annual rate, and the
loan servicer would earn 1%. Staff and the Headwaters Fund Board Toan Committee reviewed these RFP
responses (Attachments 3 & 4) and went back to AEDC and RREDC with two stipulations:

1) That the amount of the loan portfolio that is in loans under $150,000 be capped at 25% of the total
portfolio, based on capital amount. This stipulation could be waived in certain circumstances with
prior Headwaters Fund Loan Committee approval; and

2) With the loans that are less than $150,000, interest and principal payments would be primary over
financing fees. '

AEDC and RREDC agreed to these terms and also agreed that contract language would reflect each
organization’s ability to access up to $3.5 million in total loan funds on an availability basis. AEDC and
RREDC would not be guaranteed $3.5 million in loan funds if other loan opportunities come to Headwaters
in the interim.

The RLF was designed to provide financing to a wide range of businesses to fill the gaps in the market for
available financing. The hope with issuing the RFP was to find additional lending partners to provide
cconomic development financing. Feedback from some local lenders is that they do not currently need
additional capital for loan making. Other lenders do not have the underwriting capacity but may still end up
working with AEDC or RREDC to access Headwaters loan funds as a partner.

FINANCIAL IMPACT:

Approval of these contracts should have a positive financial impact on the Headwaters RLF as it for more
loans to be made at a higher rate of return to the fund. ‘
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The recommended action supports your Board’s Strategic Framework by effectuating the Core Role of
supporting business and workforce development.

OTHER AGENCY INVOLVEMENT:

Arcata Economic Development Corporation
Redwood Region Economic Development Commission

ALTERNATIVES TO STAFF RECOMMENDATIONS:

Your Board could choose not to approve these contracts, This is not recommended as the current contracts
have expired and there is not currently a vehicle for deploying additional loan funds into the community.

ATTACHMENTS:

Attachment 1: RLF Master Participation Agreements — AEDC and RREDC -
Attachment 2: RLF Lender Agreements — AEDC and RREDC

Attachment 3: RFP Response AEDC

Attachment 4: RFP Response RREDC




ATTACHMENT 1

REVOLVING LOAN FUND MASTER PARTICIPATION AGREEMENTS
AEDC AND RREDC




County of Humboldt
Headwaters Revolving Loan Fund
Master Participation Agreement

This Master Loan Participation Agreement (Agreement), dated as of the 8" day of April
2014, by and between the County of Humboldt (Participant) and the Redwood Region Economic
Development Commission (Lender) (collectively, the Parties) with respect to participation in the
County of Humboldt's Headwaters Fund Revolving Loan Fund Program (Loan Fund) as defined
and described in The Headwaters Fund Revolving Loan Fund Lender Manual (Lender Manual),
as amended from time to time, is made subject to the following terms and conditions.

RECITALS

WHEREAS, as the result of a Request for Proposals (RFP), Lender was under contract
as a lender for the Participant’s Loan Fund continuously from 2004 to 2013, when the contract
expired; and

WHEREAS, Participant issued a new RFP for lenders, which closed January 31, 2014:
and

WHEREAS, Headwaters Fund staff has evaluated the proposals received and have
recommended that the Humboldt County Board of Supervisors enter into contracts with both
Lender and Arcata Economic Development Corporation (AEDC) to provide Loan Fund services
to the County: and

WHEREAS, the Board of Supervisors, after receiving all the evidence and testimony
during a duly noticed hearing on April 8, 2014, has decided to enter into two contracts for Loan
Fund services: one with AEDC and one with Lender; and :

WHEREAS, Lender desires to enter into contract with the County to provide Loan Fund
services as set forth in this Agreement and in the Lender Manual, the Lender Agreement, and
the Participation Certificate; and

NOW, THEREFORE, in consideration of the mutual representations, covenants and
agreements contained herein and other good and valuable consideration, receipt and
sufficiency of which is hereby acknowledged, the parties hereto agree as follows:

AGREEMENT
1. Definitions. For purposes of this Agreement, the following terms will have the meaning
indicated.
A. ‘Agreement” means this Master Loan Participation Agreement.
B. “Borrower” means the borrower indicated in the applicable Participation
Certificate.
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C. “Collateral” means the realty, equipment, inventory, chattel paper and/or other
property which secures the payment of the Note.

D. ‘Lender” shall mean the Redwood Region Economic Development Commission;
the Lender that originally entered into a Loan, as such Lender is identified on the
Participation Certificate relating to such Loan.

E. “Lender Agreement” shall mean the agreement between the County of Humboidt,
as Participant, and the Redwood Region Economic Development Commission,
as Lender, dated as indicated above, and amended from time to time.

F. “Loan” shall mean the a loan or series of loans from Lender to Borrower, which
are subject to Participation..

G. “Loan Documents” mean the Note, Security Agreement and any guarantees and
other documents under which Lender has rights and which are executed and
delivered in connection with the Participation Loan.

H. ‘Note” means the Note, Loan Agreement or any other document which evidences
Borrower’s indebtedness to Lender as indicated in the applicable Participation
Certificate.

l. ‘Participant” shall mean the County of Humboldt, which has purchased a
Participation in a Loan as identified on the Participation Certificate relating to

such Loan.
J. “Participation Loan"” means the loan contemplated by a Note.
K. ‘Participating Interest” means the undivided interest held in and to any ofthe

Loans by Participant in a Participation Loan as more fully explained in Paragraph
2 and identified on the Participation Certificate relating to such Loan.

L. “Participation Certificate” means a Participation Certificate executed by the
parties with reference to this Agreement, which describes a Participation Loan,
the related Participating Interest, and various other related matters.

M. “Pro Rata Share” means at any point in time the peréentage of the principal
balance of the Participation Loan represented by Participant’s then-outstanding
investment in the Participation Loan.

N. “Participation Rate of Interest” means the rate of interest specified in the
Participation Certificate as applicable to a Participation Loan and which is
contemplated to be received by Participant or Participant’s outstanding
investment in the Participation Loan from time to time commencing as provided
in paragraph 2. The rate of interest specified in the Participation Certificate may
differ from the rate contemplated under the Note.

O. “Lender Manual” means the Headwaters Fund Revolving Loan Fund Lender
Manual, as amended from time to time.
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P. “Security Agreement” means the mortgage, deed of trust, financing
statements(s), guarantee(s) and/ or other security instrument or security
instruments in the broadest sense possible creating a lien on the Collateral,
executed and delivered to Lender in connection with a Participation Loan, and
includes the Note, to the extent such documents perform that function.

2. Participating Interest Sale and Making of Participations.

Lender agrees to sell, and Participant agrees to purchase, an ownership interest in the
Loan for which a participation certificate (“Participation Certificate”) is issued by the Lender and
accepted by Participant. Upon receipt of any or all payment for the ownership interest from
Participant, the Lender shail apply such funds on its books to the purchase of the ownership
interest, and immediately upon the Lender doing so, Participant shall be deemed to have
purchased the corresponding ownership interest in the amount of the funds so applied. The
Lender shall promptly confirm Participant's purchase by notation thereof upon the Lender’s
records. The sale and purchase is subject to the return to Lender of a fully-executed copy of the
Participation Certificate and will occur, as appropriate, as follows:

A. To the extent the Loan has been previously funded and as indicated in the
Participation Certification, upon payment to Lender of the amount to be paid by
Participant for the Participating Interest; or

B. To the extent the Loan has been partially funded as indicated in the Participation
Certfficate, upon payment to Lender of Participant’s amount of advances made
previously and, as to each further advance, upon the payment to Lender of the
amount to be paid by Participant for all such advances; or

C. To the extent the Loan has not been previously funded, as to each advance upon
the payment to Lender of the amount to be paid by Participant as to that
advance.

The Participating Interest includes the right to receive the applicable portion of all principal and
interest payments and such other payments made in connection with the Participation Loan as
are set forth in the related Participation Certificate.

The Participating Interest also includes an undivided ownership interest equal to the Pro Rata
Share in the Note, Lender's security interest in the related Collateral, Security Agreement, other
related Loan Documents and the Participation Loan. Interest will commence accruing as to
Participant with respect to any portion of the Participation Loan as of Lender’s receipt of the
applicable portion of the Purchase Price for the Participating Interest.

3. Participation Loan Closing and Administration

A. This Participation Loan will have been negotiated by Lender. Participant will not
take part in any negotiations with Borrower which may precede consummation of
any portion of the Participation Loan.

B. Lender will administer loan repayment billing, collection, loan servicing, |
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amortization record and job creation records in accordance with the provisions of
this Agreement and the Lender Manual, as such may be amended from time to
time.

C. Lender shali exercise the same degree of care and discretion in continuing to
service the Loan and in collecting payments thereunder, as the Lender would
ordinarily take in servicing the Loan and in collecting payments thereunder solely
for its own account.

D. Lender will notify Participant in writing and consult with Participant before
undertaking any of the actions listed below in this section. Lender will provide
updates to Participant in writing on a monthly basis once any of the actions below
are taken. If Participant owns more than 50% of a Loan, the Lender may hot,
without the prior written consent and concurrence of the Participant, undertake
any of the actions listed below:

(1) Make or consent to any amendments in the terms and conditions of the
Loan, or in the terms of the note or notes evidencing the Loan, or in any -
security agreement or instrument securing the Loan:

(2) Waive or release any claim against any Borrower and/or against any co-
maker, guarantor or endorser under the Loan;

(3}  Make or consent to any release, substitution or exchange of Collateral;

(4) Accelerate payment under the Loan and/or under any note or notes
evidencing the Loan: '

(5) Commence any type of collection proceeding agéinst the Borrower and/or
against any co-maker, guarantor, or endorser under the Loan; and/or

(6) Seize, sell, transfer, assign, foreclose or attempt to exercise against any
collateral securing the Loan.

E. In no event may Lender restructure a Loan more than three (3) times. If Lender
wishes to restructure a loan more than three (3) times, Lender must obtain
permission from Participant and Participant and Lender must agree upon a plan
to address the troubled loan.

F. In the event of a disagreement as to the appropriate course of action in a given
instance in Section 3(D), the decision of Participant will govern if Participant
owns more than 50% of a Participation Loan.

G. With respect to Section 3(D) above, Participant will consult or grant consent or
denial within 15 working days of receipt of request from Lender. If Participant
does not respond within 15 working days, approval is deemed given by
Participant for the discrete action requested by Lender.

4, Obligation to Fund. As stated in Section 2, by executing this Agreement and a
Participation Certificate, Participant has agreed to purchase the Participation Interest in
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the Loan. To the extent the Participation Loan has been previously funded, Participant
agrees to pay Lender any amount to be paid by Participant for the Participating Interest
in then-available funds at the time Participant returns a fully-executed copy of the
Participation Certificate to Lendet. To the extent the Participation Loan has not been
previously funded, Participant agrees to pay any amount to be paid by Participant for the
Participating Interest as to each advance by check or draft of then- available funds, or as
otherwise directed by Lender at the time of funding of the advance, or at such later time
as Lender directs. In the event Participant fails to fund a required advance in a timely
manner, Lender may terminate its obligation to tender further investments in the
Participation Loan to Participant without notice.

5. Review of Documents. By execution of a Participation Certificate, Participant
acknowledges that Participant has reviewed such documents as Participant has deemed
appropriate in connection with the applicable Participation Loan and has made its
decision to purchase the related Participating Interest based upon such review and
whatever further advice of Participant's own advisors as Participant has deemed
appropriate.

6. Participating Interest Remittances. Not later than the fifteenth (15") day of every month,
Lender will remit to Participant any principal and/or interest payment in connection with
this Participation Loan to which Participant is entitled hereunder. These remittances will
be made in the manner specified in the applicable Participation Certificate.

7. Reports. In addition, Lender will provide standard participation accounting reports, as
those reports may change from time to time, promptly following generation and comply
with all reporting requirements set forth in the Lender Manual, as such may be amended
from time to time. ‘

8. Participation Loan Collections. Subject to any limitations set forth in this Agreement, the
Lender Agreement and the Lender Manual, Lender has the exclusive right to, and will
use reasonable efforts in attempting to, collect any and all items (including interest and
principal payments and direct expense reimbursements) due or collectible in connection
with the Participation Loan.

9. Default. If either Party acquires any knowledge of a default in connection with a
Participation Loan or any matter which, in its judgment, such Party deems may affect the
enforceability or collectability of such Participation Loan, then the Party having such
knowledge will, with reasonable promptness, notify the other Party in writing, and the
Parties will thereafter consult regarding the action to be taken in connection therewith
pursuant to Section 3(D) of this Agreement. Except as limited by this Agreement,
Lender has the responsibility to implement any actions determined to be appropriate,
and in connection therewith, may contract with such agents as Lender deems
appropriate. Participant shall not have any responsibility whatsoever to reimburse
Lender any amounts Lender pays third parties in connection with enforcing a '
Participation Loan.

10. Limitation of Participant’s Duties. Participant has no duties or responsibilities except
those expressly set forth in this Agreement. Participant does not have any obligations to
Lender relative to a Participation Loan, and nothing in this Agreement is intended to or is
to be so construed as to impose upon Participant any obligations in respect to a
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Participation Loan except as expressly set forth herein.

11. Lender’s Duty of Care. Participant hereby acknowledges that Lender, in the

performance of its duties and obligations hereunder, shall be obligated to exercise the
degree of ordinary care as to a Participation Loan which Lender exercises in the conduct
and management of loans similar to the Participation Loan.

12. Lender Representations and Warranties.

A, Lender hereby represents and warrants to Participant that at the time Lender
executes the Participation Certificate:

(1

(2)

(3)

(4)

(5)

(6)

(7)

(9)

(10)

The execution, delivery and performance of this Agreement and the
Participation Certificate have been d uly authorized by all requisite
corporate or other actions of Lender;

Lender s, or upon the satisfaction of certain conditions contained in the
loan commitment will be, the owner of the applicable Participation Loan
and has the right to sell to Participant the applicable Participating Interest;

Lender has in its possession {or will have in its possession prior to
funding) fully executed counterparts of the applicable Loan Documents;

Lender has no actual knowledge of any fact which in Lender’s opinion
would materially adversely affect the enforceability or collectability of the
Participation Loan which it has not disclosed in writing to Participant;

Lender has provided Participant with copies of all current credit
information Lender has as to the parties obligated in connection with the
Participation Loan, and any information provided is, to the best of
Lender's knowledge, true, complete and accurate as to the subject matter
thereof, except as otherwise noted by Lender;

Lender will promptly provide the Participant upon request with copies of
all relevant credit and other information in the possession of the Lender
that are used by the Lender as the basis of and for its decision to make
the Loan to the Borrower;

Lender will additionally provide the Participant with copies of the Loan
Documents that are executed by the Borrower as well as by other co-
makers, guarantors and endorsers under the Loan:

The Borrower, together with all co-makers, guarantors and endorsers
under the Loan, has consented to the sale of the Loan;

The Loan satisfies all guidelines and requirements set forth in the Lender
Manual in effect on the date the Loan is funded by Lender: and

Where the Loan is presently in existence:

(i) There are no events of default under the Loan and/or under the
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LLoan documents;

(ii) The Loan has not been classified as delinquent on the books of
the Lender:

iii) The Loan is presently on accrual status; and

(iv) The terms of the Loan have not previously been renegotiated as a
result of a prior loan default or deterioration in the Borrower's
financial condition.

B. The Lender makes no representations or warranties, whether express or implied,
to the Participant, as to the collectability of the Loan, the continued solvency of
the Borrower, or as to the existence, sufficiency or value of the collateral securing
the Loan in the event of a Loan default.

C. The Lender makes no representations or warranties, whether expressed or
implied, to the Participant as to the validity and enforceability of the Loan
documents, other than that:

(1) The Loan documents were validly executed by the Borrower, as well as,
to the degree applicable, by the co-makers, guarantors and/or endorsers
under the Loan:

(2) To the extent required under applicable law, the security agreements
under the Loan were (and/or will be) properly recorded and/or filed in
order to result in the valid perfection of a security interest in the collateral
subject to such agreements; and

(3) To the extent required under applicable law, the Lender has taken, and/or
will take, and/or will continue to take whatever additional actions may be
necessary and proper to validly perfect and maintain a security interest on
the collateral securing the Loan.

13. Additional Obligations of Lender

A, The Lender shall promptly notify the Participant in writing within ten (10) business
days should the Lender learn or have any knowledge of the following:

(1) Any change in the financial condition of the Borrower, or of any co-maker,
guarantor or endorser, under the Loan, which may have a material
adverse effect upon continuation of payments under the Loan or the
Loan’s ultimate collectability;
(2} Any material-change in the value of collateral securing the Loan;
(3) Any change in lien status as affecting the secured collateral,
(4) Any request by the Borrower, or by any co-maker, guarantor or endorser
under the Loan for any change in the terms and conditions of the Loan, or
in the terms of any note or notes evidencing the Loan or in any security
agreement or instrument securing the Loan;
(5) Any request by the Borrower, or by any co-maker guarantor or surety
under the Loan for the release, substitution or exchange of any collateral :
securing the Loan;
(6) Any request of the Borrower, or by any co-maker, guarantor or endorser :
under the Loan for the release of any personal obligations of any such
party under the Loan;
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(7) Any request to the Lender for any change in the terms and conditions of
the Loan, or in the terms of any note or notes evidencing the Loan, or in
any security agreement or instrument securing the Loan:

(8) Any request by the Lender for an increase in and/or substitution or
exchange of coilateral securing the Loan:

(9) Any failure by the Borrower to pay principal and/or interest payments
under the Loan when due: and/or -

(10)  The occurrence of any other event, which with the passage of time and/or
failure to cure, would constitute an event of default under the Loan, or
under any note or notes evidencing the Loan, or under any Loan
Document and/or security agreement instrument securing the Loan.

B. The Lender agrees to regularly provide the Participant, when requested, with
complete and current credit related and other information concerning the
Borrower, the Loan and the collateral securing the Loan, including, without
limitation, copies of;

(1) Current financial statements of the Borrower, as well as of all co-makers,
guarantors and sureties under the Loan;
(2) Any officer's certificates, financial and other statements and information
submitted by the Borrower to the Lender in connection with the Loan;
(3) The records of the Lender reflecting the amounts and dates of receipt of
principal and interest payments under the Loan: _
(4) Any information and/or documents in possession of the Lender applicable !
to the existence, value and lien status of collateral securing the Loan; :
(5) Any additional factual information and/or documents in possession of the
Lender bearing upon the continuing creditworthiness of the Borrower.
(6) All information, documents and reports provided for and required to be
supplied to Participant by Lender pursuant to the Lender Manual, as
amended from time to time. -

14, Participant Warranties. Participant hereby represents and warrants to Lender that at the
time Participant executes a Participation Certificate:

A. The execution, delivery and performance of this Agreement and the Participation
Certificate have been duly authorized by all requisite action of Participant; and

B. Participant has the financial ability and legal authority to fund the Participating
Interest. Participant will have the projected principal of the Participation Loan in
accordance with the terms of this Agreement.

15. Insolvency. In the event Lender becomes insolvent or the subject of a bankruptcy
proceeding, commits an act of bankruptcy, makes an assignment for the benefit of
creditors, is subjected to the appointment by any public authority of any person to take
charge of Lender or Lender's assets, has Lender's interest in a Participation Loan
involuntarily soid, or in the sole opinion of Participant, is in breach of Lender's obligation
hereunder or any provision in the Lender Manual, as amended from time to time,
Participant will have the option on notice to Lender to assume all of the powers granted
to Lender in this Agreement and to designate any person or firm, in its discretion, to
exercise such powers. In such event, the Loan Documents and records relative to each
Participation Loan will be delivered promptly to Participant or its designee, as the case
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may be, together with such other documents as Participant may reasonably request. In
the event there are other participants as to a Participation Loan which have similar rights
to Participant, the participant with the then-iargest Pro Rata Share will have the option
contemplated in this paragraph; provided that if such Participant shall not exercise such
option, the remaining participants will have a right to exercise such option based upon
the failure of each participant with a greater Pro Rata Share to exercise the option after
notice from the subject participant requesting sither an election of the option to assume
Lender’'s powers or a release of the option.

16. Amounts Payable to Lender. As stated in Section 2, Participant's purchase of the
Participating Interest entails the right to receive specified funds paid in connection with
the Participation Loan. Accordingly, Lender will be entitled to retain the following except
as otherwise set forth in the applicable Participation Certificate:

A If the total loan is less than $300,000, thirty-five percent (35%) of interest
coliected on the Participating Interest as a Service Fee. As of the date of this
contract, new loans underwritten in the amount of $300,000 or less cannot
exceed 25% of the total Participant’s portfolio, unless with prior consent of
Participant.

B. If the total ioan is greater than $300,000, one percent (1%) will be collected on
' the unpaid balance as a Service Fee.

C. Non-interest late charges arising in connection with the Participation Loan, but
only after all interest payments are brought current:

D. Origination fees and related charges received by Lender in connection with the
Participation Loan, but only after all interest payments are brought current.

17. Notices. - Any notice or consent required or permitted to be given hereunder must be in
writing and may be served personally or by mai; if served by mail, it shall be registered
or certified mail with evidence of post office mailing and return receipt requested. If
served by mail, it shall be addressed as follows:

If to Lender: Redwood Region Economic Development Commission
Executive Director
520 E Street
Eureka, CA 95501

If to Participant: County of Humboldt
County Administrative Officer
Attn: Headwaters Fund
825 Fifth Street, Room 112
Eureka, CA 95501

Any written notice shall be deemed received at the time of personal delivery, or if given by
mail, then five (5) days after the mailing thereof. Either party may, by written notice to the
other party as provided herein, specify a different address or additional addresses for notice
purposes. Any consent or approval in this Agreement required of County, the HWF Board,
or the HWF staff, may be exercised by the County Administrative Officer or, upon the
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County Administrative Officer’s written authorization, by the HWF Coordinator.

18. No Brokers. Lender and Participant each warrant to the other that they have not had,
and will have no, dealings with any agent or broker in connection with the negotiation or
performance of this Agreement and hereby agree to indemnify and hold the other
harmiess from any cost, expense, or liability for any compensation, commission or
charges claimed by any agent or broker with respect to this Agreement or the sale of a
Participating Interest pursuant to the provisions hereof.

19. Securities Laws. Participant releases Lender to the maximum extent permissible under
law from any liability under state or federal securities laws arising from the failure by
Lender to register a Participating Interest. Participant and Lender acknowledge that it is
their respective analysis that a Participating Interest is either not a security under federal
or state law or, if a security, is exempt from registration or qualification.

20. Term and Continuing Obligations of the Parties. The Parties obligations under this
Agreement shall commence upon the date first written above and shall continue until
June 30, 2019 except that the Parties specifically agree that the Participant has no
obligation to utilize Lender’s services to purchase any participating interests in loans.
The obligations to service, monitor, and report to the Participant pursuant to the terms of
this Agreement, the Lender Agreement, Lender Manual or any Participation Certificate
shall survive the expiration or termination of this Agreement and shall continue until
Participant’s participating interest has been repaid in full.

21. General Provisions.

A. Each party hereto will pay its own attorney fees incurred in connection with the
negotiation and execution of this Agreement.

B. Notwithstanding any other provision of iaw, if any lawsuit or proceeding is
brought by either party hereto to enforce the terms of this Agreement, each party
in such proceeding hereby agrees to pay its own court costs and reasonabie
attorney fees incurred in bringing and defending such action.

C. Venue for any action relating to this Agreement will be in an appropriate Court in
Humboldt County, California.

D. This Agreement and the terms and provisions hereof will be binding upon and
inure to the benefit of the parties hereto and their respective successors and
assigns.

E. This Agreement, the Lender Manual, the Lender Agreement, and the

Participation Certificate, together constitute the entire agreement between the
Parties hereto with respect to its subject matter, supersedes all prior and
contemporaneous agreements between the parties with respect to the subject
matter and may not be modified, amended or otherwise changed in any manner
except by a writing executed by the party to be charged. In the event of any
conflict in the terms of the Lender Manual, Lender Agreement, the Participation
Certificate, and this Agreement, the terms of this Agreement shall control.

F. If any term or provision of this Agreement or the application thereof is held invalid
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or unenforceable as to any party, the balance of the Agreement will not be
affected thereby, and each remaining term and provision of this Agreement will
be valid and enforceable to the fullest extent permitted by law.

G. Itis understood that any and all documents, information, and reports prepared by
and/or submitted by Lender shall become the property of the Participant. Lender
may retain copies for its own records. In the event of termination of this
Agreement, for any reason whatsoever, Lender shall promptly turn over all
information, writings and documents to the Participant without exception or
reservation.

H. The waiver by either Party of any breach or violation of any requirement of this
Agreement shall not be deemed to be a waiver of any such breach in the future,
or of the breach of any other provision of this Agreement.

l. For the purposes of this Agreement, time is of the essence.

J. It is agreed that the laws of the State of California will be applicable to the
interpretation of this Agreement.

K. Paragraph headings in this Agreement are for convenience only and not an aid in
interpretation.

. This Agreement may be assigned by Participant. This Agreement may not be

assigned by the Lender without the written consent of the Participant. In the
event Lender voluntarily assigns its obligations under this Agreement, Lender
hereby agrees that assignee will take over all of Lender's obligations and duties
arising from this Agreement, without exception.

M. Lender shall comply with Title VIl of the Civil Rights Act of 1964 and no person
shall, on the grounds of race, religion or religious creed, color, age (over 40), sex
(including gender identity and expression, pregnancy, childbirth and related
medical conditions), sexual orientation (including heterosexuality, homosexuality
and bisexuality), national origin, ancestry, marital status, medical condition
(including cancer and genetic characteristics), mental or physical disability
(including HIV status and AIDS), military service, or any other classification
protected by federal, state, or local laws and ordinances be excluded from
participation in, be denied the benefits of, or be otherwise subjected to
discrimination under this Agreement.

N. Lender certifies by its signature to this Agreement that Lender or Lender's
agents, representatives, employees, contactors, and subcontractors are not a
Nuclear Weapons Contactor, in that Lender is not knowingly or intentionally
engaged in the research, development, production, or testing of nuclear
warheads, nuclear weapons systems, or nuclear weapons components as
defined by the Nuclear Free Humboldt County Ordinance. Lender agrees to
notify Participant immediately if Lender or Lender's agents, representatives,
employees, contractors, and subcontractors become a nuclear weapons
contractor, as defined above. Participant may immediately terminate this
Agreement if it determines that the foregoing certification is false or if Lender or
Lender's agents, representatives, employees, contractors, and subcontractors
become a nuclear weapons contractor.
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0. This Agreement has been negotiated at arm's length and between persons
sophisticated and knowledgeable in business and real estate matters. In
addition, each party has been represented by experienced and knowledgeable
legal counsel. The provisions of this Agreement shall be interpreted in a
reasonable manner to effectuate the purposes of the Parties and this Agreement.
Hence, the normal rule of construction to the effect that any ambiguities are to be
resolved against the drafting party shall not be employed in the interpretation of
this Agreement or any amendments or exhibits thereto.

P. Nothing contained in this Agreement is intended to confer any benefit or to create
any claim in favor of any person or entity who is not a party to this Agreement

IN WITNESS WHEREQF, the parties have executed this agreement as of the day and
year first herein above written:

(SEAL) COUNTY OF HUMBOLDT

ATTEST:
CLERK OF THE BOARD

| BY: Q‘Cﬁ &é’/é/
_ CHAIR, BOARD OF SUPERVISORS

COUNTY OF HUMBOLDT -
STATE OF CALIFORNIA

APPROVED AS TO FORM:

CONTRACTOR

oy Ay A Nersn

DEPUTY COUNTY COUNSEL TITLE;, CHAp &

(Corporate Officer)

APPROVED FOR INSURANCE REQUIREMENTS:

CONTRACTOR

RISK ANALYST |
BY: /\)\ % Qf\/—\/

TITLE, SZc A7 70

(Corporate Offi€er)
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Issua Dale : ' NON-MEMBER'S CERTIFICATE OF COVERAGE

07/01/2013 102
This is to certify that coverages listed below have been issued to the Member named below for the perled indicated. This certificate is not an insurance “ﬁ"fﬁi@;’
palicy or an agreement of coverage and does not amend, extend or alter the coverage afforded by the agreemants listed hereln. Notwithstanding any -
~uirement, term, or condition of any contract or other document with respect to which this certificate may be issued or may pertain, the coverage SDRW%A
sribed herein is subject o all the terms, exclusions, and conditions of the specific covarage document. =
I his certificate of coverage svidences the limits of liabllity in effect at the inception of the agreements shawn; limits shown may have been reduced by pald
cJaims, This certificate is Issued asa matter qf informalign onlyrancrir confers ncr-rrightrs upon the certlflcate hofder.
Participating Member: Member Number: Entity Affording Coverage:
Redwood Region Economic Development Commission BOF-7110 Special District Risk Management Autherity
520 E Street 1112 'I' Street, Suite 300
Eureka, CA 95501-0314 . Sacramento, California 95814
800.537.7790  www.sdrma.org
Type of Coverage Palicy Number Effective Date  Expiration Date ' Limits
E_]General Liability LCA-SDRMA-201314 07/01/2013 07/01/2014
Per Accident $2,500,000
Per Ocourrence $2,500,000
Recei
ceived
[ [
AL I
Economic De,. oo s
OmJC Eybwwﬁg,,,.. vk ok
Dascription; All listed coverage is in effect only for the time period specified.
The County, its officers, employees and agents, are namead as additional covered parties for liability arising out of the operations performed by or on behalf of the
Contractor under grant number 94-EDBG-328. The coverage shall centain no special limitations an the scope of protection afforded to the County, its officers,
agents, and employees.
Cancellation: Should any of the above-described policies be cancelled before tha expiration dates thereof, the issuing company will endeavor to mait 30 days
wrltten notice to the above-named certificate holder, buf failure to malt such notice shall Impose no obligation or liability of any kind upon the company.
Certiflcate Dates! Effectlve Date Expiration Date Certificate Type: l,__ﬂ Additional Covered Party [j Loss Payee

07/01/2013 07/01/2014 D Evidence of Coverage

CERTIFICATE HOLDER

County of Humboldt, Office of Econemic Development é
520 "E" Street ’ é ; o ,43
Eureka, CA 85501

Gregdry S. HA - Chief Executive Officer
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County of Humboldt
Headwaters Revolving Loan Fund
Lender Agreement

This Lender Agreement (Agreement), made as of this 8! day of April, 2014, by and between
the Redwood Region Economic Development Commission, a joint powers authority(“Lender*), and
the County of Humboldt, (“County"), a political subdivision of the State of California (collectively, the
“‘Parties”), for participation in the Headwaters Fund Revolving Loan Fund Program (“Program”).

WHEREAS, County contracted with Lender on the 8" day of April, 2014 to become a
lender for the Program administered by the County in order to provide loans to eligible borrowers
in the Lender's region; and

NOW, THEREFORE, in consideration of the mutual representations, covenants and
agreements contained herein and other good and valuable consideration, receipt and sufficiency of
which is hereby acknowledged, the Parties hereto agree as follows:

L. AWARD and DISBURSEMENT

1.1 The County hereby awards to Lender and agrees to make available to Lender from
the Program, during the term of this Agreement, unless sooner terminated in accordance with its
provisions, an amount not to exceed the principal sum of three million five hundred thousand
dollars ($3,500,000). The total sum of these funds may not be available if other requests for loan
funds are approved by the County prior to the full disbursement of the three million five hundred
thousand dollars ($3,500,000).

1.2 Lender agrees to use all monies received from the County and its proceeds solely in
accordance with this Agreement, the Revolving Loan Fund Lender Manual {("Lender Manual”),
the Master Participation Agreement, and the Participation Certificate to be executed in
connection with each Loan made by Lender, as each may be amended from time to time and
copies of which are incorporated herein and attached as Exhibits A, B, and C, respectively.

1.3 Lender shall establish and maintain a separate ledger and segregated account for all
monies received by Lender from the County. Lender agrees Program monies received from
County shall not be commingled with any other monies of Lender nor shall any such monies be
commingled with monies of any other corporation, firm, association, entity, orindividual, except
that, notwithstanding the foregoing, where the County only partially funds a given loan, Lender
may deposit Program monies into an account in the name of Lender for two purposes: (1) to
combine the Program monies with monies from other Loan participants in order to issue a
borrower a single check for the loan and (2) to deposit payments received from the borrower that
must be allocated to various loan participants, including the County. In regards to these two
limited purposes, Program monies may not remain in an account in the name of Lender for more
than 48 hours.

1.4 Lender agrees it will not and may not make a loan commitment to a project or
prospective borrower without first receiving the written concurrence of County as to the
proposed use of Program monies from the County for that specific project or prospective
borrower. All requests from Lender to draw down Program monies must be made in writing
and specify the date by which Lender desires to receive the funds from County, which date
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shall be a minimum of ten (10) business days from the date County actually receives, in its
office, the drawdown request from Lender. Upon receiving written concurrence from the
County to fund a specific project or prospective borrower, Lender may draw down under this
award only such funds as are necessary to cover a thirty (30) day period in implementing the
activities provided for by this Agreement. The date of such draw down shall constitute the
date the funds are advanced by County under this Agreement for purposes of computing the
thirty (30) day period. Any funds drawn down by Lender which have not, within the thirty (30)
day period, been loaned out to a Borrower and/or which are not accruing interest payable by
Borrower, shall be returned immediately to County by Lender along with a written explanation
by Lender as to the cause for the failure by Lender to comply with the lending of monies
within the thirty (30) day time limitation set forth in this Agreement.

1.5 Funds shall only be released by County to Lender on a loan-by-loan basis, up to
the total amount of the award, upon the execution of the Fund Participation Certificate and
satisfaction of any other terms or conditions precedent to disbursement by County of all or
any portion of this award are satisfied. In the event any portion of the award is not drawn
down by Lender prior to the expiration or termination of this Agreement, according to its
terms, then Lender shall no longer, as of the date of expiration or termination of the
Agreement, have any right to request any further drawdown of funds from County.

1.6 Lender shall not be authorized to issue a line of credit to any Borrower without the
express written consent of the County. Neither Section 11.5 of this Agreement nor any
similar provision in the Revolving Loan Fund Manual and the Master Participation Agreement
shall have any applicability to this section.

ln. LENDER'S REPRESENTATIONS AND COVENANTS
2.1 Lender hereby represents and covenants the following:

(a) Lender has been duly incorporated and validly exists as a corporation in good
standing under the laws of the State of California or is a Joint Powers Authority
(JPA); is not in violation of any provision of its Articles of Incorporation or its Bylaws;
has power to own the collateral, to operate and to enter into and perform its
obligations under this Agreement and the Master Participation Agreement; and, by
proper corporate action has duly authorized the execution and delivery of this
Agreement. Lender shall maintain the appropriate licenses or certificates necessary
to fulfill its contractual obligations to the County throughout the life of this Agreement.

(b} This Agreement constitutes a valid and legally binding obligation of the Lender,
enforceable in accordance with its terms.

{c) Lender presently has available the necessary funds to participate in Program loans
(i.e., provide a portion of the loan from non-County sources as defined in Section 7
of the Lender Manual) to leverage this Disbursement, according to Section 7 of the
Lender Manuai. :

(d) Lender will notify County of any change of its Articles of Incorporation or By Laws.
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(e) If Lender dissolves as a corporation or a JPA or if all or substantially all of Lender's
assets are placed in control of a receiver or trustee, all assets held by Lender in trust
for County shall be immediately transferred by Lender to County. In the event
California’s non-profit corporation law shall control the disposition of Lender’s assets,
these assets shall notinclude any funds held, including any interest or principal paid
to Lender pursuant to Fund loans, by Lender pursuant to this Agreement, the Master
Participation Agreement or any applicable Participation Certificate. All such assets
shall be immediately transferred by Lender to County.

(f) Lender warrants that its directors, officers and employees possess the degree of
learning and skill ordinarily possessed by reputable professionals practicing in similar
localities in the same profession and under similar circumstances. Lender agrees
that its directors, officers and employees will perform their duties under this
Agreement with such care, skill and diligence as professionals engaged in the same
profession ordinarily exercise under like circumstances.

(g) There is currently no legal or administrative action, suit or proceeding before any
court or any governmental body or authority pending or threatened against Lender.

(h) Since the date Lender submitted to County its request for County to purchase a
participating interest in the Loan, Lender has acquired no knowledge of any fact
which would materially adversely affect the ability of Lender to render performance of
the obligations under this Agreement.

(i) Lender warrants that neither the corporation or JPA, nor its directors, officers or
employees, presently have an interest and shall not acquire any interest, direct or
indirect, which would conflict in any manner with the performance of services under
this Agreement. Lender further agrees to comply with the Fund conflict of interest
policies as set forth in Section 8 of the Lender Manual.

1. LENDER’S RESPONSIBILITIES IN LENDING

3.1 County Approval of Loan Documents. Lender shall provide the County with written
copies of all forms to be used for lending purposes, including, but not limited to, application
forms, notes, loan agreements and security instruments. The County may disapprove any such
forms used by Lender for any reason upon 10 days written notice. Such disapproved forms shall
not be used for loans involving the County’s funds

3.2 County Approval of Forms and Procedures. Lender must obtain the County's prior
written approval before making any substantive changes to its forms or its lending program.
Lender shall immediately transmit all forms that have changed, whether or not the change is
substantive, to County. Lender further agrees to utilize program funds and to operate in
conformance with the Lender Manual.

3.3 Approval of Proposed Use of Funds. Contractor agrees it will notand may not make

a loan commitment to a project or prospective borrower without first receiving the written
concurrence of County as to the proposed use of monies from the Fund.
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3.4 Geographic Lending Restriction. Lender shall only lend Program monies to eligible
Borrowers within the geographical boundaries of the County of Humboldt.

3.5 Determination of Borrower Eligibility. Lender will be responsible for review of the loan
applications and verification of the information submitted from potential borrowers and shall
determine whether the Borrower and proposed project are eligible pursuant to the loan
guidelines set forth in Section 4 of the Lender Manual. Lender agrees not to make any loans to
an ineligible borrower or for an ineligible project.

3.6 Default Loan Rate. The Lender shall immediately notify the County in writing when
the principal amount of Lender's actual program loans in default exceeds ten percent (10%) of
Lender's aggregate principal amount of loans outstanding. Upon such notice, the County may
declare an event of Agreement Default pursuant to Section 5 herein. For purposes of this
Agreement, an Agreement Default shall be a loan with any scheduled or required payments that
are over ninety (90) days or more past due.

3.7 Loan Guidelines. Lender agrees to make loans to Borrower only in compliance
with the Master Participation Agreement, the Lender Manual, the Participation Certificate,
and the terms of this Agreement, which include the following loan guidelines:

(a) The size of the combined loan from the County and Contractor will be no less
than $25,000, no more than $200,000 (with exceptions) for start-up firms, as
defined in the Lender Manual Section 9, and no more than $800,000 for all
other borrowers;

(b) For loan origination fees to borrowers, Contractor will charge the lesser of 2% of
the loan amount or the lowest fee structure charged under Contractor’s other
loan programs; :

{c) For interest rates to borrowers, Contractor will charge borrowers the same rates
charged under Contractor’s other loan programs, within the range of 5-12%:
interest, unless express written permission from County to exceed this
parameter is granted;

(d) For loan servicing fees, Contractor will charge borrowers the same rates charged
under Contractor's other loan programs;

(e) For collateral discounting, Contractor will use the more conservative (i.e. lower
loan-to-value ratio) of Contractor’s policy or the following loan-to-value ratios —
real estate (90%), equipment (50%), inventory and accounts receivable
(20%), furnitureffixture (10%).

3.8 Delinquent, Default or Charged-off Loans. For delinquent, default or charged-off
loans, Lender agrees to execute all necessary recovery procedures for County funds pursuant to
this Agreement, the Master Participation Agreement and the Lender Manual. Lender agrees to
be responsible for paying for such portion of the recovery efforts as stipulated in the Participation
Certificate. Any recovered funds shall be paid out in proportion to the monies lent, without
exception.
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3.9 Nondiscriminatory Employment: Lender shall comply with Title VIl of the Civil Rights
Act of 1964 and no person shall, on the grounds of race, religion or religious creed, color, age
(over 40), sex (including gender identity and expression, pregnancy, childbirth and related
medical conditions), sexual orientation (including heterosexuality, homosexuality and
bisexuality), national origin, ancestry, marital status, medical condition (including cancer and
genetic characteristics), mental or physical disability (including HIV status and AIDS), military
service, or any other classification protected by federal, state, or local laws and ordinances be
excluded from participation in, be denied the benefits of, or be otherwise subjected to
discrimination under this Agreement.

3.10 Workers Compensation and Employer Liability Insurance. Lender represents and
warrants it is aware of the provisions of the California Labor Code Section 3700, which requires
every employer to be insured against liability for workers’ compensation and employer’s liability
or to undertake self-insurance in accordance with the provisions of that Code, and it will comply
with provisions of that Code before commencing with and during the performance of the work of
this contract.

3.1 Americans With Disabilities Act Compliance: Lender agrees to comply with all local,
state and federal laws and regulations, including but not limited to the Americans With

Disabilities Act. Lender further agrees to comply with any applicable federal, state or local

licensing standards, any applicable accrediting standards, and any other applicable standards or
criteria established locally or by the state or federal governments.

3.12 Prevailing Wage Laws. Lender shall ensure that in the event any borrower whose
project includes work to be performed which is deemed to be a public work as defined in
California Labor Code Section 1720.0 for the purpose of requiring the payment of prevailing
wages and the employment of apprentices as set forth in Sections 1770 and following of the
Labor Code, as may be amended from time to time, the borrower or an agent of borrower shall,
within five (5) days of the award of any construction contract for any portion of the work, file the
award or extract thereof with the Department of Industrial Relations, Division of Apprenticeship
Standards, as required by Section 1773.5 of the Labor Code. Lender shall advise any borrower
or prospective borrower of the potential applicability of the foregoing provisions of the California
Labor Code and shalt require compliance with the Labor Code as a condition to any loan made
under the Program. Lender shall require any borrower whose project involves construction, or
might otherwise be subject to the requirements of this Section, to include in any construction
contracts relating to the project, additional provisions requiring compliance with the California
Labor Code.

3.13 Compliance with Governmental Laws and Regulations. Lender shall comply in all
respects with all laws, regulations, rules and ordinances, whether city, county, federal or state as
are applicable to the obligations of Lender.

3.14 Media Release: Lender will notify County prior to issuing all notices to third parties
and any and all other publicity concerning the transaction contemplated by this Agreement.
County reserves the right to require prominent mention of the Headwaters Fund programys}inall
such notices and publicity.
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Iv. ADMINISTRATIVE FEES AND PAYMENT TRANSFERS

4.1 Lender shall be entitled to receive as payment for services rendered in connection
with this Agreement the sums as set forth in Section 16 of the Master Participation Agreement
attached hereto as Exhibit B and the Participation Agreement, as shown in the form attached as
Exhibit C, to be executed by the County and Lender for each Loan funded under the Program.

4.2 Lender will provide County with a complete written record on a quarterly basis for
each loan transaction including the portion of the borrower loan payment for interest, portion of
the borrower loan payment for principal, Lender fee, and amount returned to the County.

4.3 Lender shall remit principal and interest payments to the County in accordance with
the Lender Manual, the Master Participation Agreement and the Participation Agreement
attached hereto as Exhibits A, B and C.

V. AGREEMENT DEFAULT
5.1 Upon occurrence of an event of Agreement Default, as hereinafter defined, the
- County may:
(a) Take whatever action at law or in equity may appear orbecome necessary or

desirable to collect the amounts due and thereafter to become due or to enforce the
performance or observation of the obligations, agreements and covenants of the l.ender;

(b) Withhold further funding of undisbursed amounts from Lender;

(c) Require immediate repayment of any undisbursed or misapplied loan funds
and loan repayments, including an assignment of all loan documents; and

(d) Immediately terminate Lender's ability to make the loan, collect loan
payments, service its loans, or otherwise continue to participate in the Program.

5.2 An event of Agreement Defauit shall be defined to include:

(a) Failure, inability or unwillingness of Lender, in the sole opinion of County, to
carry out or comply with any of the terms, provisions, covenants, conditions or
obligations of this Agreement, the Lender Manual, the Master Participation Agreement,
or any Participation Certificate;

(b) Failure of Lender to timely pay all amounts due _County;

(c) The occurrence of (1) the Lender's becoming insolvent, or ceasing, being
uniable, or admitting in writing or otherwise its inability to pay its debts as they become
due, or making a general assignment for the benefit of, or entering into any
arrangement with, its creditors; (2) proceedings for the appointment of a receiver,
trustee, or liquidator of Lender, or of a substantial part of its assets, being authorized or
instituted by or against it; (3} institution by Lender of any proceedings under the
Bankruptcy Act, as such now exists or under any amendments, reenactments, or
replacements thereof that may hereinafter be enacted, or under any other act relating to
the subject of insolvency or bankruptcy, whether in such proceeding Lender seeks to be
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adjudicated a bankrupt, or to be discharged of its debts or to effect a plan of liguidation,
composition or reorganization; (4) filing of any involuntary proceeding against Lender
under any such bankruptcy laws; (5) Lender becoming adjudicated a bankrupt in any
court of competent jurisdiction; or (6) attachment, execution or other judicial seizure of
substantially all of Lender's assets, or a writ of attachment is executed on property of
Lender.

(d) Submission or making of any report, statement, warranty or representation by
Lender to County which is faise, incomplete or incorrect in any material respect,

(e) Failure of Lender to remedy any material adverse change in its financial or
other condition arising since the date hereof, which condition was an inducement to the
County to make this Agreement.

5.3 Upon the accurrence of an event of Agreement Default, the County shall notify the
Lender in writing of such default, specifying the corrective actions necessary to cure the default.-
Lender shall have thirty (30) days from the date of service of the default notice to cure the
default or defaults, provided, however, County shall have the right to exercise the suspension
provisions set forth in Section 6 of this Agreement during thirty (30) day period. In the event
Lender fails, in the sole opinion of County, to cure the default within the thirty (30) day period,
County may terminate this Agreement without further notice to Lender.

VL. AGREEMENT EXPIRATION, SUSPENSION OR TERMINATION

6.1 The term of this Agreement shall be from the date first mentioned above and shall
expire on June 30, 2019. The obligations to service, monitor, and report to County pursuant to
the terms of this Agreement, the Master Participation Agreement, Lender Manual or any
Participation Certificate shail survive the expiration or early termination of this Agreement.

6.2 Upon expiration of this Agreement, Lender will, unless otherwise instructed by the
County, continue normal loan servicing of existing Program loans under the terms specified in
this Agreement, the Lender Manual, and any Participation Certificate executed by the County
and Lender.

6.3 This Agreement may be terminated as specified in this Section. If this Agreement is
terminated before its stated expiration, Lender will, unless otherwise instructed by the County,
continue loan servicing of existing loans under the terms of this Agreement, the Lender Manual,
and any Participation Certificate executed by the County and Lender.

(a) Immediate Termination; Notwithstanding and in addition to any other
remedies provided by this Agreement, the County may terminate this
Agreement immediately upon 24 hours written notice in the event any of the
conditions of Section 5.2(c) come to pass.

(b) Termination for Cause: County may terminate this Agreement with
Contractor for cause with or without prior suspension of Contractor as
provided in this Section. Termination for Cause shall mean the continued
failure by Contractor for more than thirty (30) days after receiving the notice
provided for in Section 5.3, in the sole discretion of County, to cure the default
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specified in the notice and fully perform each and every term, provision,
covenant, condition and obligation contained in this Agreement, the Lender
Manual, the Master Participation Agreement, and any Participation Certificate
executed by the County and Contractor.

(i) In such event, County may require the Contractor to continue loan
servicing of existing loans under the terms of this Agreement, the
Lender Manual, the Master Participation Agreement, and any
Participation Certificate, and this Agreement.

(ii) In such event, County wili have the right and option, but not the
obligation to purchase from Lender the Lender Investment in all loans with
Program funds as set forth in the Participation Certificate for Lender's
then-outstanding investment in the applicable Participation Loan, plus
then acerued interest thereon at the participation Rate of Interest to the
date of repurchase.

{(c) Termination for Convenience: Contractor or County has the right to
request termination of this Agreement for convenience at any time upon thirty
(30) days notice. in such event, County may require the Contractor to
continue loan servicing of existing loans under the terms of this Agreement,
the Lender Manual, the Master Participation Agreement, and any Participation
Certificate.

6.3 Suspension: County may, but shall not be obligated, after notifying the Lender of a
default but throughout the thirty (30) day period set forth in Section 5.3, to immediately suspend
ability of Lender to draw down funds under the Program pursuant to Section 1.4 of this
Agreement, when County determines, in its sole discretion, Lender has failed to comply with any
term, covenant or provision of this Agreement, the Master Participation Agreement, the Lender
Manual, or any applicable Participation Certificate. County may require Lender during the period
of any suspension to continue loan servicing of existing loans under the terms of this
Agreement, the L.ender Manual, and any Participation Certificate. In the event Lender fails, in the
sole opinion of County, to cure the default within the thirty (30) day period, County may terminate
this Agreement without further notice to Lender.

VIL. RELATIONSHIP OF PARTIES

7.1 Lender shall perform all work and services as described herein as an independent
Lender. No person performing any of the work or services described herein shail be considered
an officer, agent, servant or employee of the County nor shall any such person be entitled to any
benefits available or granted to employees of the County. Lender shall be solely responsible for
the acts or omissions of its officers, agents, employees, and subcontractors. Nothing herein
shall be construed as creating a partnership or joint venture between the County and Lender.

VI INSURANCES

8.1 This Agreement shall not be executed by the County, and the Lender is not entitled to
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any rights, unless certificates of insurance or other sufficient proof that the following provisions
have been complied with, are filed with the Clerk of the Humboldt County Board of Supervisors.

8.2 Without limiting Lender’s indemnification provided herein, Lender shall, and shall
require any of its subcontractors to, take out and maintain, throughout the period of this
Agreement, the following policies of insurance placed with insurers with a current A.M. Bests
rating of no less than A:VII or its equivalent against injury/death to persons or damage to
property which may arise from or in connection with the activities hereunder of Lender, its
agents, employees or subcontactors:

(a) Comprehensive or Commercial General Liability Insurance at least as broad as
Insurance Services Office Commercial General Liability coverage (occurrence form CG
0001), in an amount of $1,000,000 per occurrence. If work involves explosive, underground
or collapse risks, XCU must be included. If a general aggregate limit is used, either the
general aggregate limit shall apply separately to this project or the general aggregate shall
be twice the required occurrence limit. Said policy shall contain, or be endorsed with, the
following provisions:

(1) The County, its officers, employees and agents, are covered as additional
insured for liability arising out of the operations performed by or on behalf of Lender.
The coverage shall contain no special limitations on the scope of protection afforded
to the County, its officers, agents, and employees.

(2) The policy shall not be canceled or materially reduced in coverage without
thirty (30) days prior written notice to the County by certified mail.

(3) The inclusion of more than one insured shall not operate to impair the rights
of one insured against another insured, and the coverage afforded shall apply as
though separate policies had been issued to each insured, but the inclusion of more
than one insured shall not operate to increase the limits of the insurer’s liability.

(4) For claims related to this Program, the Lender's insurance is primary
coverage to the County, and any insurance or self-insurance programs maintained
by the County are excess to Lender's insurance and will not be called upon to
contribute with it.

(8) Any failure to comply with reporting or other provisions of the parties,
including breach of warranties, shall not affect coverage provided to the County, its
officers, employees, and agents.

(b) Professional liability insurance/errors and omission coverage in an amount no less
than $1,000,000 combined single limit (CSL). If insurance is written on a claims-made basis,
Lender agrees to maintain such insurance in effect for at least three (3) years following
completion of performance under this Agreement.

8.3 Lender shall furnish the County with certificates and original endorsements affecting
the required coverage prior to execution of this Agreement by the County. The endorsements
shall be on forms as approved by the Humboldt County’s Risk Manager or County Counsel. Any
deductible or self-insured retention over $100,000 shall be disclosed to and approved by the
County. If Lender does not keep all required policies in full force and effect, the County may, in
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addition to other remedies under this Agreement, take out the necessary insurance, and Lender
agrees to pay the cost of said insurance. Allinsurance coverage shall be with insurance carriers
licensed and admitted to do business in California. All insurance coverage shall be with
insurance carriers acceptable to the County.

IX. CONFIDENTIALITY

9.1 Lender agrees that neither it nor any of its agents or employees will knowingly divulge
or disclose any confidential financial information or business plan submitted to, or developed by,
Lender on behalf of Borrower, except to the extent that the disclosure is deemed by the Lender
to be necessary for evaluation of any application submitted to the Lender or is required by
applicable law. Lender agrees to comply with all laws regarding confidentiality and shall advise
and require all subcontractors to comply with the laws of confidentiality.

X. HOLD HARMLESS AND INDEMNIFICATION

101 Lender shali indemnify and hold County harmiess against and from any and all
claims arising from the conduct, management, or performance of the Lenders obligations,
- including, without limitations, any and all claims arising from any condition, or arising from:

(a) Any breach or default on the part of Lender in performance of any covenant or agreement on
its part to be performed pursuant to the terms of this Agreement and the Exhibits attached
hereto;

(b) Any act of negligence of Lender, including professional negligence, or any of its agents,
servants, employees, subcontractors, or licensees; or

(c) Any accident, injury, or damage howsoever caused to any person, firm, or corporation.

Such indemnity shall include any and all costs, reasonable counsel fees, expenses and liabilities
incurred in or about any such claim, action, or proceeding brought thereon, and if any action or
proceeding be brought against County, its employees, agents, or directors by reason of any
such claim, Lender, on notice from County, shall defend against such action or proceeding by
counsel satisfactory to County, unless such action or proceeding is defended by counsel for any
carrier of public liability insurance provided herein. This indemnification shall not be affected by
a claim the County, its employees, agents, or directors contributed in part to the loss of damage
indemnified against.

10.2 Acceptance of insurance required by this Agreement does not relieve Lender from

liability under this indemnification clause. This indemnification clause shali apply to al' damages
or claims for damages suffered by Lender regardless if any insurance is applicable or not,
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Xl. MISCELLANEOUS

11.1 Except for report preparation, auditing, legal review, and accounting, Lender shall not
subcontract any portion of the work required by the Agreement without prior written approval of
the County.

11.2 Each party hereto will pay its own attorney fees incurred in connection with the
negotiation and execution of this Agreement.

11.3 Notwithstanding any other provision of law, if any lawsuit or proceeding is brought by
either party hereto to enforce the terms of this Agreement, each party in such proceeding hereby
agrees to pay its own court costs and reasonable attomey fees incurred in bringing and
defending such action.

11.4 Venue for any action relating to this Agreement will be in an appropriate Court in
Humboldt County, California and this Agreement and any interpretation thereto shall be
governed by the laws of the State of California '

11.5 Uniess stated otherwise in this Agreement, when the consent or approval of either
party is sought, such consent or approval will be deemed given unless notice of written
disapproval is given no later than fifteen (15) business days after receipt of written request
therefore, unless the parties agree to an extension of this deadline.

11.6 This Agreement and the terms and provisions hereof will be binding upon and inure
to the benefit of the parties hereto and their respective successors and assigns.

11.7 This Agreement, the Master Participation Agreement, the Lender Manual, and the
Participation Certificate, when executed by all parties, together constitute the entire agreement
between the parties hereto with respect to its subject matier, supercedes all prior and
contemporaneous agreements between the parties with respect to the subject matter and may
not be modified, amended or otherwise changed in any manner except by a writing executed by
the party to be charged. In the event of any conflict in the terms of the Master Participation
Agreement, the Lender Manual, Lender Agreement, and the Participation Certificate, the terms
of the Master Participation Agreement shall control.

11.9 It is understood that any and all documents, information, and reports prepared by
and/or submitted by Lender shall become the property of the County. Lender may retain copies
for its own records. In the event of termination of this Agreement, for any reason whatsoever,
Lender shall promptly tum over all information, writings and documents to the County without
exception or reservation.

11.10 Except as otherwise provided in this Agreement, any notice or consent required or
permitted to be given hereunder must be in writing and may be served personally or by mail; if
served by mail, it shall be registered or certified mail with evidence of post office mailing and
return receipt requested. If served by mail, it shall be addressed as follows:

If to Lender Redwood Region Economic Development Commission
Attn: Executive Director
520 E Street
Eureka, CA 95501
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If to Participant: County of Humboldt
County Administrative Officer
Attn: Headwaters Fund
825 5" St
Eureka, CA 95501

Any written notice shall be deemed received at the time of personal delivery, or if given by mail,
then five (5) days after the mailing thereof. Either party may, by written notice to the other party
as provided herein, specify a different address or additional addresses for notice purposes.

11.1 The waiver 'by either party of any breach or violation of any requirement of this
Agreement shall not be deemed to be a waiver of any such breach in the future, or of the breach
of any other provision of this Agreement.

11.12 This Agreement has been negotiated at arm’s length and between persons
sophisticated and knowledgeable in business and real estate matters. In addition, each party
has been represented by experienced and knowledgeable legal counsel. The provisions of this
Agreement shall be interpreted in a reasonable manner to affect the purposes of the parties and
this Agreement. Hence, the normal rule of construction to the effect that any ambiguities are to
be resolved against the drafting party shall not be employed in the interpretation of this
Agreement or any amendments or exhibits thereto.

11.13 Nothing contained in this Agreement is intended to confer any benefit or to create any
claim in favor of any person or entity who is not a party to this Agreement.

11.14 Lender certifies by their signatures below that Lender or Lender's agents,
representatives, employees, contractors and subcontractors are not a Nuclear Weapons
Contractor, in that Lender is not Knowingly or intentionally engaged in the research,
development, production, or testing of nuclear warheads, nuclear weapons systems, or nuclear
weapons components as defined by the Nuclear Free Humboldt County Ordinance. Lender
agrees to notify County immediately if it or Lender's agents, representatives, employees,
contractors and subcontractors become a nuclear weapons Lender, as defined above. County
may immediately terminate this agreement if it determines that the foregoing certification is false
or if Lender or Lender's agents, representatives, employees, contractors and subcontractors
become a nuclear weapons Lender. ' '
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IN WITNESS WHEREOF, the parties have executed this agreement as of the day and

year first herein above written:
(SEAL)

ATTEST:
CLERK OF THE BOARD

LA

APPROVED AS TO FORM:
COUNTY COUNSEL

DAVIN SMITH, DEPUTY N

COUNTY OF HUMBOLDT

IR 5150 oF SUPERVISORS
COUNTY OF HUMBOLDT
STATE OF CALIFORNIA

LENDER

BY: ér“\“f {;/L[Weak

TITLE: OHAYR

{Corporate Officer)

APPROVED FOR INSURANCFE REQUIREMENTS
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KELLY ViZGEUDIB, BISK ANALYST

LENDER

BY: 4 (él vé/l/-\

T, SEcRs 7N

(Corporate Officef)




issue Date . JON. e n . -
0710‘;"2;13 ] . NON MEMBER'S CERTIFICATE OF CQVERAGE

This is lo certify thal coverages listed balow have been lssued to the Member named below for the period indicated. This certificate is not an insurance
policy or an agreernent of coverage and does not amend, extend or alter the coverage afforded by the agreements listed herein, Notwithstanding any
~yirement, term, or condltion of any contract or ather document with respect to which this certificate may be issued or may pertain, the coverage
sribed hersin is subject to all the terms, exclusions, and condltions of the specific coverage document.

| ni certlficate of coverage evidences the imits of lizbility in affect at the inception of the agresments shown, limits shown may have beer reduced by paid
claims. This certificate s issued as a matter of information only and confers no rights upon tha cerlificate holder.

Participating Member: _ Member Number: Entity Affording Coverage:

Redwood Region Economic Develapment Commission BOP-7110 Special District Risk Management Authority

520 E Street 1112 I Street, Suite 300

Eureka, CA 95501-0314 : Sacramento, California 95814

800.537.7780  www.sdrma.org
Type of Goverage Policy Number - Effective Date  Expiration Date . Limits
[X]Genaral Liability . 1.CA-SDRMA-201314 07012013 07/01/2014

Per Accldent $2,500,000 |-
Per Ocourrence $2,500,000

Received

Economic ey oo

Deseription; All listed coverage Is in effect only for the time period specified.

The County, its officers, employeas and agents, are namead as additional covered parties for llability arlsing out of the aperations performed by or on behalf of the
Contractor under grant number 84-EDBG-326. The coverage shall contain no spectal limitations on the scope of protection afforded to the County, its offlcers,
agents, and employees.

Cancellation: Should any of the above-described policies be cancelled before the expiration dates thereof, the issuing company wlll endeavor to mail 30 days
wrltten notlce to the above-named certificate holder, but failure to mail such notice shall impose no obligation or llabllity of any kind upen the company.

Certlficate Cates: Effective Date Expiration Date Certificate Type: Additional Covered Parly I:] Loss Payee
07/01/2013 07/01/2014 [j Evidence of Coverage

CERTIFICATE HOLDER
County of Humboldt, Office of Economic Development /
520 "E" Street A N

Eureka, CA 85501 : :
GregBry S. HAll - Chief Executive Officer

o . .
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The Headvvaters Fund

INVESTING IN OUR COMMUNITY
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1. Introduction and Summary

a)
b)

This Manual guides Lenders in administering the Headwaters Fund Revolving Loan

Fund.

As part of the Loan Fund, the “Lender” (a qualified, Headwaters approved financial

lending institution) markets, underwrites, and services loans for the purpose of job

creation and economic development in Humboldt County. Loan Fund loans are designed

to provide gap financing in conjunction with commercial lenders or alone. Lenders apply
for and are assigned a Loan Pool (the maximum total disbursement for loans) from which
they draw to make loans. Funds from the Loan Pool are disbursed on a loan-by-loan basis
as needed, and borrower payments arc returned promptly to the Headwaters Fund.

Lenders must approve and structure loans according to the criteria outlined in this

document, the Master Participation Agreement (see Section 1c), and the Participation

Certificate (see Section 1¢). The Lenders must match 1:1 the amount the Headwaters

Fund provides for the loan; additional portions of the total loan may or may not come

from commercial lenders. If the Lender is unable to provide matching funds for the loan,

it may be required to seck final approval for the loan from the Headwaters Fund. The

Headwaters Fund will compensate Lenders for costs related to lending as specified in the

Lender Agreement, Master Participation Agreement, and Participation Certificate (see

Section 1¢ for description of these documents). The initial term of the relationship

between the Loan Fund and the Lender is expected to be about 1-3 years (subject to

negotiation) with renewal terms possible.

This Manual (or “Lender Manual”) along with the Lender Agreement, Master

Participation Agreement, and Participation Certificate are the legal documents governing

the Lender’s relationship, duties, compensation, and rights as part of the Headwaters

Revolving Loan Fund Program.

i) The Lender Agreement outlines disbursements to Lenders from the County, the
Lender’s lending responsibilities, terms and consequences for an Agreement
Default, suspension and termination of the Lender Agreement, and other legal
provisions.

ii) The Master Participation Agreement chiefly outlines the mechanism (i.e. sale of

an interest of a Lender loan to the County) for the Lender to match County funds
to make loans as well as loan administration requirements, especially for
troubled loans.

iii) The Participation Certificate must be completed by Lender and County for each
Headwaters Toan. The Certificate primarily specifies loan terms, compensation
to Lender to cover underwriting and administration costs, and collateral recovery
arrangements,

-

2. Definitions

a)

b)
c)
d)
€)
f)

“Lender” means a qualified lender approved by the Headwaters Fund to administer
Headwaters Fund money. '

“HWF” means the Headwaters Fund program of the County of Humbeldt.

“HFB” means the Headwaters Fund Board.

“County” means the County of Humboldt.

“Board of Supervisors” means the Board of Supervisors of the County of Humboldt.
“RLF” means the Headwaters Fund Revolving Loan Fund Program.
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g)

h)

)
k)

1)

“HWZF/Lender Portion™ refers to the amount of a loan provided by either HWF or Lender
funds. Commercial bank, borrower injection, and other sources of funds are not included
in this amount,

“Lender participation” refers to loan funds not from HWF provided by Lender as part of
an HWT loan. For example, if there is 40% Lender participation in a loan with an
HWF/Lender Portion of $100,000, the Lender provides $40,000 for the loan from non-
HWF sources; HWF provides $60,000 for the loan.

“Delinquent loan” is a loan where scheduled or required payments are up to 90 days past |
the original due date. _ ‘
“Default loan” is a loan where scheduled or required payments are over 90 days past the |
original due date. :
“Loan loss rate” or “loss rate” for the Lender’s Headwaters Fund Loan portfolio means
the total unrecoverable amount of Lender’s outstanding Headwaters loans as a !
percentage of Lender’s total Headwaters loan portfolio’s outstanding principal amount.

A loan “write-off” means the amount of an outstanding loan expected to be

unrecoverable,

“Lender Agreement” is the separate document between the Lender and the County of

Humboldt outlining disbursements to Lenders from the County, the Lender’s lending

responsibilities, terms and consequences for an Agreement Default, suspension and

termination of the Lender Agreement, and other legal provisions.

“Master Participation Agreement” is the separate document chiefty outlining the

mechanism (i.c. sale of an interest of a Lender loan to the County) for the Lender to

match County funds to make loans as well as loan administration requirements,

especially for troubled loans.

“Participation Certificate” is the separate document specifying loan terms, compensation

to Lender to cover underwriting and administration costs, and collateral recovery

arrangements. The Participation Certificate must be completed by Lender and County for

each Headwaters Loan.

3. Loan Screening and Administration Process

a)

b)

Marketing of Loan Products: The Lender will effectively market HWF loan products to
qualified organizations by targeting appropriate customer segments, advertising,
distributing marketing and application materials, and responding to potential applicant
inquiries. At its discretion, HWF staff will work with Lenders to design and implement
marketing programs.

Loan Application: Applicants apply to the Lender directly for loans. The Lender will

assist loan applicants in completing the necessary application materials. The Lender can

use its own application forms and procedures, as long as it collects the information
required for reports to HWF staff (outlined in Section 14 ‘Reporting & Monitoring’).

Loan Evaluation

i) The Lender will perform a sufficiently detailed and comprehensive analysis of
each application fo make a reasonable, informed, and responsible loan evaluation
decision consistent with industry standards.

i) The Lender will have its Loan Committee review and recommend for approval
all HWF loans. Loan Committee members must have sufficient knowledge and
experience in finance, banking, accounting and law to evaluate HWF loans.

iif) The Lender will prepare all necessary loan documents and supporting
information including Loan Committec recommendations on the appropriateness
of each loan.
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iv) Other interviews, screening, financjal evaluation and analysis are conducted per
Lender’s usual policies.

V) Loan eligibility and uses must fit Section 4 ‘Loan Guidelines’ below.
d) HWF Input & Approval
i) HWF representative on Lender loan committee: HWF staff and/or HFB have the

option to send one representative to sit on the Lender’s Loan Committee, subject
to that representative signing and complying with any conflict of interest policies
of Lender. This representative would have all the duties and authority of normal
Lender Loan Committee members,

i) Exceptions to loan guidelines (specifically outlined in Section 4 ‘Loan
Guidelines’) must be submitted to and approved by HWF staff and/or HFB in
writing.

iii) Under the RLF, Lender cannot be required to approve a particular loan, but
HWTY staff and/or HFB may decline to fund/participate in an approved loan
under conditions outlined in Section 7 ‘Lender Participation’.

iv) IFHWF approval is required for a loan, Lender must provide HWF staff with
appropriate documents (see Section 7g).

v) HWF staff will review all loans to ensure that proposed uses are consistent with
HWT policies.
e) Loan Closing & Disbursement
i) The Lender must execute all necessary loan documents.
ii) The Lender must adhere to its customary policies and any agreements of HWF.
)] Appeals Process
i) The Lender must have an HWF staff approved appeals process.
2 Loan Servicing & Monitoring
i) The Lender must monitor project for compliance with loan documents and
requirements.
ii) Notice of Payment due dates must be sent to borrowers at least 15 days prior to
duc date.
iii) The Lender must monitor loans according to its policies and as needed to fulfill

HWF reporting & monitoring requirements (outlined in Section 14 ‘Reporting &
Monitoring’ and Section 6 “Troubled Loan Guidelines’ sections).

iv) Payments from borrowers must be transferred to HWF according to policies in
Section 10 “Financial Management and Payment”.
V) Troubled loan guidelines are outlined in Section 6.
4. Loan Guidelines

a) The Lender must abide by these guidelines. As long as RLF guidelines are met, the
Lender may set loan parameters according to Lender’s established policies and
judgment. Exceptions to guidelines are specifically noted below and require final
approval in writing from HWF staff and/or HFB. In considering exceptional cases, HWF
staff may request from the Lender the ‘loan report’ documents/information outlined in
Section 7g.

b) Eligible Organizations
i) Businesses (including start-ups) and non-profit organizations located in

Humboldt County. Organization may be located outside of the County if the
Extraordinary Project criteria in section 17 are met.

c) Ineligible Organizations
1) Speculative organizations (firms deriving profit from fluctuations in price rather

than through the normal course of trade), lending organizations (e.g. banks),
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political lobbying organizations, pyramid sales organizations, and organizations
involved in illegal activities.

ii) Lender ,
d) All projects must not be commercially bankable on their own.
i) Lender must verify reasonable documentation of need or gap (e.g. bank rejection

letter). To provide useful information for Lender and HWTF, a bank rejection
letter should also include an explanation for the gap (i.e. reason for denial).
e) Eligible Project Uses of Loan Proceeds:

i) Real estate: purchase (land and building), construction, and rehabilitation
i) Working capital

1ii) Equipment and machinery

iv) Inventory

v) Leases

vi) Business buy-outs and startup costs

vii)  Product development
viii)  Debt refinancing, but only on an excepiions basis; typically refinancing must
fulfill all of the following conditions:

a) The existing debt must not presently be on reasonable terms. The main
test for reasonableness is whether existing cash flow is adequate to cover
existing debt;

b) The refinancing must provide a substantial benefit to the organization;

c) There must be at least a 20% improvement to the firm’s cash flow
compared to the previous debt structure. The comparison does not have
to be based on similar methods of amortization:

d) The refinancing must not be made to provide additional funds to
distribute to owners/investors. Debt due a principal of the applicant
business cannot be refinanced regardless of the principal’s ownership
percentage; and

e) HWF funds may not be used to put Lender or other investor funds in a
more attractive/safer position.

H Documentation to be provided:

(1) Lender certification in writing and transcript of borrower’s
account showing that debt to be refinanced is and has been
reasonably current for at least the last 36 months. Reasonably
current means that borrower has made loan payments on time or
with three or fewer late payments; and

2) When a major part of the loan proceeds is for debt payment, the
Lender must fully explain how and why the debt accumulated
and justify the need for refinancing.

ix) Other uses for loan proceeds (e.g. intellectual property, letters of credit, loan
guarantees) are eligible on an exceptions basis only
f) Social Criteria for Loan Proceeds '
i) Job creation/retention: proceeds must lead to job creation or retention. Projects

must meet or exceed the job-to-loan ratio of 1 full-time job created/retained per
every $35,000 loaned (i.e. the total HWF/Lender Portion). Subject to HWT staff
and/or HFB approval on an exceptions basis only, the Lender can make
exceptions to this job creation/retention requirement if Lender deems the
organization will generate a sufficiently high total economic value to the County
(see “Total Economic Value” Appendix 2); and
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if) Fit with the broad vision outlined in the County’s Comprehensive Economic
Development Strategy (currently named Prosperity!), namely: creation/retention
of jobs, contribution to the economic vitality of the region, and enhancement of
industry clusters or supporting industries.
2) Ineligible Uses of Loan Proceeds

) Payments for debt or to investors (except as specified in Section 4.e.viii);

ii) Tax payments;

ili)  Exclusively private residential projects (mixed commercial/residential projects

: may be considered); and

iv) Activities and economic benefits located outside of Humboldt County.
Assistance may be withdrawn if the activity is later moved outside of Humboldt
County.

h) Allowed Financing Instruments
i) Loans;

ii) A line of credit (LOC) except that an L.OC may only be made with the written
consent of the HWF Board; and
iii) Loans with Royalty Participation
a) Lender negotiates with Borrower to receive a percentage of sales for a
future period or above a specified threshold (typically used to
compensate for higher risk deals); typically requires audited sales

figures.

b) Lender may not conduct Royalty Participation deals until expressively
approved in writing to do so by HWF staff.

c) IfHWF staff deems that a Lender does not have the needed expertise in

executing loans with royalty participation, staff may require appropriate
Lender personnel to undergo suitable training before being able to
execute loans with royalty participation.
i) Loan Terms and Conditions: Refer to Figure 1 below and Lender Agreement for loan
guidelines:
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Figure 1: Terms & Conditions Guidelines for Loan Products

from Borrower

comparably valued equity

Term/Condition Guidelines Notes
Required * At least 10% of project cost, * Valuation and use of non-
Investment with exceptions, in cash or cash equity should occur

according to Lender’s
policies

Payment
Schedule

* Lender discretion

¢ Options include interest-
only payment period,
deferred payment period,
variable payment schedule,
& balloon payments

Private Sector

s Portfolic-wide ratio: At least

# This ratio is computed over

Portion Size

* Maximum (established firms):
$800,000 (with exceptions as
allowed by the Extraordinary
Project criteria in section 17.)

* Maximum (start-up firms'):
$200,000 (with exceptions)

Lender $1 from private lender(s) a 12-month period starting

Participation and/or the borrower for every after the Lender makes its

(Leverage) $1 of HWF/Lender Portion. first HWF loan.
HWF/Lender * Minimum: $25,000 * Total loan size =

HWF/Lender Portion +
Private lender portion

¢ Min/max contribution of
HWT depends on Lender
participation percentage

L

Lender policies), junior
position to other debt possible;
exceptions also possible

Interest Rate ¢ See Lender Agreement Section
3.7
Term Length ¢ Lender discretion
Loan Fee * Sct by Lender (see Lender
Agreement Section 3.7)
Prepayment * None
Penalty
Collateral ¢ Fully secured (collateral ® Possible exception: Debt
Requirement discounted according to with Royalty Participation

5. Loan Servicing

a) Lender shall maintain a loan file that includes: Note, Participation Certificate, T.oan
Agreement/Contract, Loan Application Package, Insurance (if applicable), Loan
Committee Report, Disbursements, Guaranties (if applicable), and other needed

documents,

b) Lender should maintain a “Tickler” system organized by month (when payments are due)
and track borrower due dates for insurance payments, taxes, financial statement updates,

! See Section 9a for start-up firm definition
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guarantor financial statements (if applicable), and Uniform Commercial Code renewal

. dates (if applicable).

Lender should maintain a delinquent and lost loans file - A list of all loans deemed un-
collectable or delinquent. Delinguent loan information will include recommendations for
action,

6. Troubled Loan Guidelines
Workouts, extensions, collections, write-offs, delinquency, and foreclosures will be determined
according to Lender discretion and policies, but should at a minimum include the following
procedures:

a)

b)

g

h)

As stated in the Master Participation Agreement Section 3, Lender will confer with HWF
staff prior to initiation of loan acceleration or collections proceedings. If Lender
participation is less than 50%, Lender must obtain written consent of HWF staff before
initiating such proceedings;
As stated in the Master Participation Agreement Section 13, Lender must promptly
notify HWTF staff if there are material changes in the value of the collateral securing the
loan;
Lender may restructure a loan no more than 3 times. If Lender wishes to restructure a
loan more than 3 times, Lender must obtain permission from HWF staff and/or HFB, and
HWF staff and Lender must agree upon a plan to address the troubled loan;
Lender must notify HWTF staff of delinquent and default loans within 10 business days
following Lender knowledge of delinquency and default (see Section 14 for further
reporting requirements); ‘
In the event that loan payments are more the 20 days late, Servicer will call the Borrower
and ascertain why the payment is late and get a commitment for payment. The Servicer
will maintain a log of all verbal and written communication about the past due payments.
Penalty fees can be assessed in compliance with loan documents and state laws;
If payment has not been received 30 days after the due date, Lender will follow up with a
letter stating the amounts past due and explaining that the borrower is in default. If
appropriate, Lender will make a site visit;
All payments past due 30 days or more will be reported by Lender to HWF staff in a
monthly report (see Appendix for reporting requirements);
By the 60th day of a late payment, Lender shall:
i) Develop an agreed upon payment plan to get the borrower current.
i) Double check that all collateral documentation is in place and in order and that
- all insurances required are in place.
iii) Report to HWF staff detailing the nature of the problem and make
recommendations; and
iv) Develop a strategy for further action, including:
a) Loan re-structuring;
b) Strategy to liquidate the collateral;
c) Notice of default and the intention o foreclose;
d) Further forbearance of action based upon certainty of repayment and
confidence of operations; and
e) Sending the loan to the collection agency.
Foreclosure Policies
i) In most instances a straight foreclosure will be viewed as the last option. There
are, however, instances when foreclosure is the best option and the only remedy
to a deteriorating situation. Lender will consult with HWF staff before initiating
foreclosure proceedings;
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ii) All foreclosure proceedings and actions should be done in such a way as to
provide maximum protection for HWT funds (see Master Participation
Agreement Section 3D); and

di)  Collateral liquidations must attempt to cover the cost of the outstanding loan
principal, any accrued interest owed to the lenders, and the transaction costs of
liquidation (i.e. legal, marketing, Staff time). See Participation Certificate for
further details,

7. Lender Loan Participation & HWF Approval

In all cases, HWF staff will review and approve a loan recommended for HWE funding by

Lender to determine if the loan is for an appropriate use as defined in this Lender Manual.

Further HWF staff review and approval may be required as defined in this section.

a) Case 1: 50% Lender participation

i) The Lender must provide 50% of the HWF/Lender Portion from its own, non-

HWEF sources. This participation is designed to increase leverage of HWT funds
and provide risk sharing between HWF and Lender. There are two exceptions to
this 50% requirement;

a) Lender’s other fund sources explicitly prohibit using funds for a purpose
cligible for HWT funds.
b) Lender lacks sufficient cash to contribute 50% of HWF/Lender Portion,
ii) Responsibility and authority for loan underwriting/approval rests with the

Lender (subject to terms in this Manual).
b) Case 2: 30 to 49% Lender participation for loans with HWE/Lender Portion under
$100,000

i) If Lender cannot provide 50% participation for the two exceptions/reasons stated -
in Case 1, can provide 30-49% of the HWF/Lender Portion from non-HWF
sources, and the HWT/Lender Portion is less than $100,000, the Lender has the
responsibility and authority for loan underwriting/approval (subject to terms in
this Manual), '

1) Lender must provide HWF staff with reasons (and brief documentation) for less
than 50% participation.

c) Case 3: 30 to 49% Lender participation for loans with HWF/Lender Potion of $100,000

or 1more., ‘ ,

i) If Lender cannot provide 50% participation for the two exceptions/reasons stated
in Case 1, can provide 30-49% of the HWF/Lender Portion from non-HWF
sources, and the HWF/Lender Portion is more than $100,000, the Lender may
still make the deal but requires approval from HWF.

i) Using its normal processes, the Lender will underwrite and recommend approval
(if appropriate) to HWF staff, HWF staff and/or HFB will have final authority to
approve or decline loans.

iii) Lender must provide HWF staff with reasons (and brief documentation) for less
than 50% participation. :

d) Case 4: Less than 30% Lender participation

1) If Lender can only provide less than 30% participation for HWT/Lender Portion
for the two exceptions/reasons stated in Case 1, the Lender may still make the
deal but requires approval from HWF staff and/or HFB.

if) Using iis normal processes, the Lender will underwrite and recommend approval
(if appropriate) to HWF staff. HWF staff and/or HFB will have final authority to
approve or decline loans.
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iii) Lender must provide HWF staff with reasons (and brief documentation) for less
than 30% participation.

e) HWF staff and HFB may not require Lender to approve a particular loan, but may
decline to fund/participate in an approved loan under Cases 3 and 4 above, and in all
cases if loan is not for an approved use.

f) When Lender requires final approval for a loan from ITWF staff and/or HFB (i.e. Cases 3
and 4 above and exceptions to loan guidelines), Lender will submit loan request to HWF
staff. HWF staff will respond to Lender request within 10 working days of receipt of
request, unless prior arrangement on turnaround time is agreed upon between Lender and

HWE staff.

2) Loan Report

i) When Lender requires final approval for a loan from HWTF staff and/or HFB (i.e.
Cases 3 and 4 above and exceptions to loan guidelines), Lender should review,
underwrite, and recommend approval to HWT staff. Lender should provide at
least the following information to HWF staff for review:

a) Borrower’s name and contact information;

b) Principal/owner’s name and contact information;

c) Summary of organization;

d) Summary of the project (e.g. use of funds, budget);

e) Eligibility for HWF funds (c.g. legal structure, job
creation/retention/economic impact);

f) Loan terms (amount, interest, term length, equity investment, conditions,
etc.);

o Proposed collateral (descriptions, valuation formula, appraisal (if
applicable), final value);

h) Cash flow analysis and coverage (adjusted existing cash flow, projected
cash flow). Lender should provide detailed information needed to
analyze and adjust cash flow (e.g. depreciation, principal payments,
coverage ratio);

i) Guarantors (name, income, net worth);

i) Outline and analysis of financial condition of the organization (spread of
historical financial statements, capabilities of management, personal
financial statements (if applicable), credit reports (business and personal,
if applicable));

k) Participation structure (amount of private lender, HWF , and Lender
participation); ‘

) Explanation for Lender’s inability to fully participate in loan (if Lender
participation is less than 50%); and '

m) Lender recommendation for making the loan listing reasons and any
concerns.

8. Conflict of Interest Policy

a) HWF staff must approve the Lender’s Conflict of Interest policy. This policy must
preclude the involvement of any individual, with interests (personal or financial) in a
loan, from exercising influence in any aspect of the loan process. If the Lender does not
have a suitable policy, HWF staff will work with the Lender to create one. The Lender’s
Conflict of Interest Policy must include the following:

i) Lender will, for each proposed loan, inform HWF staff in writing and furnish
such additional information as HWF staff may require, as to whether and to what
extent Lender or its principal officers or employees, including immediate family,
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hold any legal or financial interest or influence in the Borrower, or the Borrower
or any of its principal officers or employees, including immediate family, holds
any legal or financial interest or influence in Lender. In the event that HWF
staff determines that a conflict of interest exists, the loan may not be made
without HWF staff approval.

ii) Officers or employees of Lender or members of any credit committees of Lender
shall be barred from participation in any way on any decision regarding projects
which that officer, employee or member has a direct or indirect personal
financial interest. ‘

9. Portfolio Management Guidelines

a)

b)

The goal of portfolio management is to have a diverse portfolio to minimize overall risk
and ensure broad impact. Diversification categories and the diversification of the
portfolio will be considered at least annually by HWF staff (see reporting requirement
section). Effort should be made to achieve a diversity in investments in the following
areas:

i) Mix of loan and investment products: senior loans, subordinated loans, and
royalty participation (if approved by HWF staff);
ii) Mix of development stage of businesses invested in. The following definitions
outline development stages:
a) Seed/Start-up Stage: firm is in business less than one year but products
or services have not been sold commercially. _
b) First Stage: sales initiated for a short time (less than six months);
company is not showing a profit yet.
c) Second Stage: company has been producing goods and services for more

than two years and has growing accounts receivables and inventory.
Firm is clearly making progress and may or may not yet be showing a

profit,

d) Growth Stage: established company with increasing sales volume over
several years with profits at break-even or positive. Firm is continuing to
expand.

e)  Mature Stage: well established company with stable sales and
intermittent to consistent profits. Firm is anticipating little growth
opportunity, .

D Declining stage: established company with declining sales and profits,

' serving shrinking markets.

1) Mix of borrowers; non-profits, businesses, real estate, agricultural businesses,
etc.,

iv) Mix of loan terms: loans with short, medium, and longer term maturities to
encourage fund liquidity; :

V) Mix of loan uses: business (working capital, equipment, cte.), real estate, etc.;
and

vi) Mix of risk ratings; Joans with varying degrees of risk ranked by a Lender’s risk

rating system approved by HWF staff.
Loans maximum per borrower group: a particular borrower group may not hold more
than $800,000 in total loans from RLF, with exceptions as allowed by the Bxtraordinary
Project criteria in section 17. A borrower group i a group financially related to each
other such as subsidiaries, joint ventures, partnerships, jointly owned corporations, or
individual(s) with ownership interest in another borrower.
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c) Loan payment default and loss rate: The Lender should maintain a reasonable loan
payment default and loss rate (which will vary according to lending conditions,
economic factors, etc.). An excessively high default rate may be grounds for review,
greater HWF staff oversight of the Lender, and/or contract termination (see “Lender
Agreement” Sections 5 and 6).

10. Financial Management and Payment
a) Through an RFP process, financial institutions will apply to become HWF Lenders.
b) Loan Pool '

i) A Lender Loan Pool will be established for each Lender, This Lender Loan Pool
will be the maximum amount of funds available (less Loan and Liquidity
Reserves as described below) to a Lender for making loans. The Lender Loan
Pool is expected to be a self-sustaining revolving loan fund, providing ongoing
capital for loans and revenue to cover costs of loan operations.

i) Board of Supervisors will determine the size of the Loan Pool based on their
discretion and the financial institution’s request. The Loan Pool will be held and
managed by County of Humboldt. The maximum Loan Pool size is $3,500,000.

1i1) Subject to the terms of the Lender Agreement, Master Participation Agreement
and Participation Certificate, loan payments from borrowers, foreclosure
proceeds, and other income generated from loans to borrowers will be returned
to their original Lender Loan Pool.

iv) Capital/Liquidity Reserve
a) A Capital Reserve Account of the Revolving Loan Fund will be

established in order to retain sufficient earnings from the Revolving
Loan Fund to absorb any losses incurred on loans made out of the Fund.
Funds will be retained from interest earnings totaling 8% of the
outstanding balance of loans from the Revolving Loan Fund Pool and set
aside in this account. Loan losses will be charged to the Capital Reserve
Account. The Capital Reserve Account is separate from funds allocated
to the Revolving Loan Fund. Losses charged to the Capital Reserve
account will be reimbursed to the account from future interest earnings
on loans outstanding. HWF staff and/or HFB will review the history of
losses at least annually and have the right to adjust the anticipated loan
loss percentage, currently set at the industry average of 8% of
outstanding loan balances.

v) Funds will be disbursed in periodic instailments as the applicant commits to
make loans to eligible borrowers, up to the original amount of the Lender Loan
Pool. :
vi) In setting the Lender Loan Pool size, the following criteria will be considered:
a) The relative demand for funds from other eligible applicants;
b) Whether the applicant serves a geographic area or segment of potential
borrowers not served by others; and
c) The number of types of eligible projects under RLF guidelines in the
applicant’s area.

c) Remuneration to Lender
1) The “Master Participation Agreement” and “Participation Certificate™
outline payment structure for Lender in administering HWF loans,
d) Collateral collection for lost loans
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i) As described in the Participation Certificate, if an HWF/Lender loan is
accelerated and charged-off, net proceeds of collateral received by the Tender
will be shared pro rata based on the Lender and County’s original percentage of
a HWF/Lender loan. For example, on a loan with 50% Lender participation, 50%
of the proceeds from collateral recovery will be given to County by Lender.

e) Accounting records
i) Lenders must adhere to standard accounting principles and procedures and
utilize adequate internal controls.
ii) Lenders must maintain adequate accounting records and source documentation

to substantiate the reporting requirements and guidelines of the HWF, Lenders
must retain all records pertinent to expenditures, transactions, and loans for the
RLF for a period of 5 years after the termination of the loans funded by HWF. In
the event of litigation, claims, audits, negotiations or other actions that involve
any of the Lender’s records, Lender must retain such records until final action
resolving all issues occurs, or the expiration of the five-year period, whichever
occurs later.

11. Terms and Conditions of HWF/Lender Relationship
a) Lender Applicant Eligibility: In order to approve an application to become a Lender,
HWF staff’ must determine that the applicant, either independently or with the assistance
of an advisory board or committee or by contract with appropriate agencies,
organizations or individuals:

iy is capable of providing financial assistance to businesses in order to create and
protect jobs;

ii) is able to prudently and effectively administer a direct loan fund;

iii) is able to coordinate with other business assistance, employment training and
social assistance programs;

iv) has a strategy for the creation and retention of jobs;

v) has an effective business marketing plan;

vi) has enough expert assistance available to it to underwrite, document, service and

collect loans and assist its clients; and
vii) can provide funds from other sources to satisfy Lender participation
requirements in HWF loans.
b) Sce Lender Agreement, Master Participation Agreement, and Participation Certificate for
further terms of the Lender’s contract with HWF,

12, Technical Assistance
a) Process
i) Initial contact & screening
a) At the outset of the loan application process, Lender first determines if a

loan applicant has a project with a realistic chance for loan approval. If
the Lender believes that technical assistance (TA) is warranted for these
eligible applicants, Lender can refer applicants to the TA Provider
mutually agreed upon by HWF staff and Iender.

b) TA Provider (e.g. the North Coast Small Business Development Center)
should have experience in business plan development, general business
counseling, collaborating with local economic development lenders,
assisting applicants with applying for and receiving economic
development loans, and accessing business assistance specialists,
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c) Due to lender liability and other issues, the TA Provider should not be

part of the Lender’s organization.
if) Technical assistance assessment

a) TA Provider will assess the technical assistance needs of the applicant
and collaborate with the applicant to develop a TA plan. The Lender
may also give input into the plan. The plan should consider the needs of
the borrower and Lender, the capacity of TA Provider, and the funds
available for payment of TA.

iii) Pre-loan approval counseling
a) TA Provider will provide necessary counseling according to its
assessment.
iv) Encouraging and enforcing the use of technical assistance
a) The Lender, in consultation with TA Provider, may contractually require

the borrower to utilize technical assistance for some period during the
life of the loan. If assistance is required, the technical assistance plan
should be refined to specify frequency, duration, and general content of
consultations. Borrowers reneging on technical assistance agreements
during the loan period may face higher interest rates, fees, or even
foreclosure, at the Lender’s discretion.

b} The Lender may also choose other methods of encouraging and
financing TA usage including discounts on loan fees and interest rates,
higher interest rates to fund TA, cash deposits from borrowers
(refundable after TA), and rebates on loan fees after TA.

V) Post-loan approval counseling
a) Borrower will meet with TA Provider staff or specialists as needed or
required by technical assistance plan.
vi) Evaluation of technical assistance
a) Lender and/or HWF staff will regularly evaluate the TA process.
b) Eligible forms of technical assistance
i) Pre-loan approval
a) Business plan preparation;
b) Loan application advice; and
c) General business consulting - accounting, marketing, planning, human
resources, operations, finance, legal, etc.
i) Post-loan approval
a) General business consulting; and

b) Troubleshooting & status checks.
13. Other Requirements
a) All programs and projects funded by the Headwaters Fund will carry the HWF logo or

statement in their marketing materials where deemed appropriate by HWF stafT,

14. Reporting & Monitoring

a) Loan delinquency and default
i) Lender must notify HWF staff of delinquent and default loans within 10 business
days following Lender knowledge of delinquency/default.
i) As stated in the Master Participation Agreement Section 13, Lender must
promptly notify HWF staff if any of the following occur:
a) Any change in the financial condition of the Borrower, or of any co-

maker, guarantor or endorser, under the Loan, which may have a
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b)

d)

material adverse affect upon continuation of payments under the Loan or
the Loan’s ultimate collectability,

b) Any material change in the value of collateral securing the Loan;
c) Any change in lien status as affecting the secured collateral;
d) Any request by the Borrower, or by any co-maker, guarantor or endorser

under the Loan for any change in the terms and conditions of the Loan,
or in the terms of any note or notes evidencing the Loan or in any
security agreement or instrument securing the Loan;

e) Any request by the Borrower, or by any co-maker guarantor or surety
under the Loan for the release, substitution or exchange of any collateral
securing the Loan; :

f) Any request of the Borrower, or by any co-maker, guarantor or endorser |
under the Loan for the release of any personal obligations of any such
party under the Loan; ;

2) Any request to the Lender for any change in the terms and conditions of i
the Loan, or in the terms of any note or notes evidencing the Loan, or in
any security agreement or instrument securing the Loan;

h) Any request by the Lender for an increase in and/or substitution or
exchange of collateral securing the Loan; and
i) The occurrence of any other event, which with the passage of time

and/or failure to cure, would constitute an event of default under the
Loan, or under any note or notes evidencing the Loan, or under any Loan
Document and/or security agreement instrument securing the Loan,
Periodic Reports
i) Refer to Appendix 1 for 6-month and monthly reporting requirements.
ii) HWF staifl and HFB may change or streamline reporting requirements at their
discretion, based on performance of Lender.
Ad hoc discussions between HWE staff and Lender regarding Lender performance, loan
status, and other issues will also take place as needed.
Site Visits
i) HWT staff and/or HFB will periodically schedule site visits to review the
Lender’s operating procedures, monitor progress and evaluate the effectiveness
of the RLF in supporting the area's economic adjustment process and strategic
objectives. Site visits may include review of individual loan files to evaluate loan
decision-making as well as visits/interviews with borrowers (coordinated with

Lender).
Audit of Lender
i) Lenders shall cause to be performed an annual audit related to HWF funds for

the duration of the RLF. Such audits will be conducted by an independent
auditor who meets the general standards specified in generally accepted
government auditing standards. At HWF stafT discretion, part or all of a Lender’s
audit for other funders/purposes may substitute for part or all of HWF audit
requirements provided the Lender’s audit includes an accounting of the HWF
funds and HWF loan participation accounts under the control of Lender.

ii) HWF staff and HFB may audit, inspect, or investigate an RLF Lender and any
HWF loan related materials at any time. An audit should take place no more than
12 months after the start of relationship with HWE.

RLF Monitoring and Annual Report

i) HWF Staff and HFB will issue an annual public report detailing fund activities

' and performance and status,
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ii) RLF will undergo an annual audit.
iii) HWF Staff will regularly develop financial reports and program reviews to
monitor RLF operations and allow for HFB and Board of Supervisor review.

15. Evaluation of Lenders

a)
b)

Lenders will be evaluated in absolute performance terms and relative to their own
evaluation plan outlined in an organization’s application to become an HWF Lender.
HWF staff and HFB will evaluate Lenders based on loan fund performance, compliance
with HWF guidelines, effectiveness in disbursing financing to the community, overall
management competency, ability to work effectively with HWF staff and HFB, and other
factors.

16. Changes to Policies and Procedures

a)
b)

HWF reserves the right to make changes to this Manual and policies governing Lender
use of HWF funds as needed.

Typographical, editorial, and other non-material changes in this Manual will be made by
HWT Staff.

17. Extraordinary Project Criteria

a)

b)

¢)
d)

¢)

Although ineligible according to Headwaters CIF, Grant Fund, and Revolving Loan Fund
criteria, an extraordinary project providing extraordinary economic benefit to Humboldt
County may still be eligible for Headwaters Funding. This Extraordinary Project must
pass the following levels of approval:

i) Staff and HEB recommendation; and

ii) BOS super-majority vote approval (i.e. approval by at least four out of the five
Board of Supervisors). '

Selection criteria;

i) The project must demonstrate a total economic benefit that significantly exceeds
the economic benefit from using twice the amount of funds for the Revolving
Loan Fund, CIF, or Grant Fund; whichever of the three Funds that would be
appropriate and/or most impacted would be the standard against which to judge
the Extraordinary Project. In other words, if the Extraordinary Project requests
$1 million, its total economic benefit must exceed using $2 million for
Revolving Loan Fund, CIF, or Grant Fund investments :

i) The calculation of total economic benefit should include measures such as
County-wide direct and indirect job creation/retention, wealth generation,
workforce development, and business development; and

iit) No alternative sources of funding should be readily available.

Businesses and non-profit organizations are eligible to apply.

Individuals, and political lobbying groups are ineligible for funding.

Under no circumstances can the Extraordinary Project include using Headwaters Fund

money for general County government funding.
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Appendix 1

Lender Reporting Requirements

Loans and Payments Summary (breakout for HWF & Lender

loan portions as needed)
Total Loans (§ and #)
Fully repaid ($ and #)
Current loans ($ and #)
Delinquent (<90 days) ($ and #)
Int default (>90 days) ($ and #)
Total Written Off (§ and #)
Total Loss ($ and #)

Loan Use
Real estate, working capital, etc.
Leverage ratio of portfolio

Social Impacts
Jobs Created
Jobs Retained

Borrower Demographics
Firm Phase (§ loaned to)
Startup
Expansion
Retention
Firm Industry

Administration
Any staff turnover last 12 months (position)?
Loan board members (occupation, race, gender)
Date of most recent independent audit
Attach audit (if different from last 6 month report’s audit)

Narrative Questions
Any program/activity plans & changes for future?
Discuss problems/complaints with loan program?
How have they been resolved?
Any problems in fulfilling plan/obligations to HWF?
Discuss marketing activities

Status of Lean Pool

Total Loan Pool

Less losses (actual and expected)

Less loan committed, but not disbursed
= Current Loan Pool balance available

Individual Lozn Information
Recipient
Name
Location
SIC/Industry
Loan Type & Description
Direct/Guarantee
Loan use (by category)
Startup/expansion/retention
Financing by Source
HWF RLF $
Other public (for lender match) §
Private $
New Equity §
Total §
Closing Date & Loan Terms
Date closed
Term (yrs)
Interest rate
Total fees
Loan Status
Fully repaid (date)
Current as of (date)
Delinquent (date)
Default (date)
Write-off (date)
Repayment status
Principle repaid
Interest paid
Amount delinquent
Amount defanlt
Amount written off
Job impact
Pre loan jobs
Jobs created
Jobs saved
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New Loan Activity

< Number of applications received

4 Number of loans closed

% Individual loan information:
» Use of loan (c.g. real estate construction, working capital)
»  Amount of loan:

= Total loan size

* Portion of loan from Lender (non-HWF funds)

* Portion of loan from HWF

* Portion of loan from commercial lender

Changes to existing loans

Risk rating

Firm indusiry

Firm size

Firm growth phase (e.g. startup)

VVVVY

% Borrower name

“ Days delinquent/default (see

% Principle balance

*+ Past due interest

* Total interest and principal past due/lost
% Recoveries from defaulted loans
Notes/explanation

A
L
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Appendix 2

Total Economic Value Calculation

Total Economic Value Rating

Rating
Direct Job Creation/Retention <1 FTE per $35k loaned
Sales Outside of Humboldt $X (or % of total sales)
Indirect Job Creation/Retention X
Purchases from Local Suppliers $X
Potential Firm Size Small/Medium/Large
Expected Growth Rate Low/Medium/High
Workforce Skills Development Potential Low/Medium/High
Collaboration Potential with Other Firms Low/Medium/High
Service to an Underserved Area Low/Medium/High

Use of Total Economic Value Rating

The goal of the RLF is to assist organizations that will contribute to the overall economic
condition of Humboldt County. While job creation/retention is an important measure for economic
impact, the success of an organization engenders other beneficial impacts to the economy. Thus, if a
potential borrower cannot meet the job creation/retention requirement, the borrower may still be eligible
for RLF financing if the borrower is likely to create sufficient Total Economic Value in the County.
Approvals for loans to these potentials borrowers must occur on an exceptions basis (i.e. Lender must
obtain HWF staff and/or HFB approval for loan and submit justification for waiving the job
creation/retention requirement).

The Lender will use this Rating scheme to determine if a potential borrower, otherwise ineligible
due to insufficient job creation/retention, should still receive funds due to a sufficient Total Economic
Impact. Many of the metrics (e.g. collaboration potential with other firms) are necessarily qualitative.

If the Lender determines that the overall Rating is high enough to merit a job creation/retention
requirement waiver, the Lender must submit its Rating (with reasons) to HWF staff as part of the loan
documentation,
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EXHIBIT B
MASTER PARTICIPATION AGREEMENT




County of Humboldt
Headwaters Revolving Loan Fund
Master Participation Agreement

' This Master Loan Participation Agreement {Agreement), dated as of the 8" day of April
2014, by and between the County of Humboldt (Participant) and the Redwood Region Economic
Development Commission (Lender) (collectively, the Parties) with respect to participation in the
County of Humboldt's Headwaters Fund Revolving Loan Fund Program (Loan Fund) as defined
and described in The Headwaters Fund Revolving Loan Fund Lender Manual {Lender Manual),
as amended from time to time, is made subject to the following terms and conditions.

RECITALS

WHEREAS, as the result of a Request for Proposals (RFP), Lender was under contract
as a lender for the Participant's Loan Fund continuousty from 2004 to 2013, when the contract
expired; and

WHEREAS, Participant issued a new RFP for lenders, which closed January 31, 2014;
and

WHEREAS, Headwaters Fund staff has evaluated the proposals received and have
recommended that the Humboldt County Board of Supervisors enter into contracts with both
Lender and Arcata Economic Development Corporation (AEDC) to provide Loan Fund services
to the County; and

WHEREAS, the Board of Supervisors, after receiving all the evidence and testimony
during a duly noticed hearing on April 8, 2014, has decided to enter into two contracts for Loan
Fund services: one with AEDC and one with Lender: and

WHEREAS, Lender desires to enter into contract with the County to provide Loan Fund
services as set forth in this Agreement and in the Lender Manual, the Lender Agreement, and
the Participation Certificate; and

NOW, THEREFORE, in consideration of the mutual representations, covenants and
agreements contained herein and other good and valuable consideration, receipt and
sufficiency of which is hereby acknowledged, the parties hereto agree as follows:

AGREEMENT
1. Definitions. For purposes of this Agreement, the following terms will have the meaning
indicated.
A. ‘Agreement” means this Master Loan Participation Agreement.
B. ‘Borrower” means the borrower indicated in the applicable Participation
Certificate.

RLF Master Participation Agreement: 3.30.14
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C. “Collateral” means the realty, equipment, inventory, chattel paper and/or other
property which secures the payment of the Note.

D. ‘Lender” shall mean the Redwood Region Economic Development Commission;
the Lender that originally entered into a Loan, as such Lender is identified on the
Participation Certificate relating to such Loan.

E. ‘Lender Agreement” shall mean the agreement between the County of Humboldt,
as Participant, and the Redwood Region Economic Development Commission,
as Lender, dated as indicated above, and amended from time to time.

F. ‘Loan” shall mean the a loan or series of loans from Lender to Borrower, which
are subject to Participation..

G. “‘Loan Documents” mean the Note, Security Agreement and any guarantees and
other documents under which Lender has rights and which are executed and
delivered in connection with the Participation Loan.

H. “Note” means the Note, Loan Agreement or any other document which evidences
Borrower’s indebtedness to Lender as indicated in the applicable Participation
Certificate.

“Participant” shall mean the County of Humboldt, which has purchased a
Participation in a Loan as identified on the Participation Certificate relating to

such Loan.
J. “Participation Loan” means the loan contemplated by a Note.
K. “‘Participating Interest” means the undivided interest held in and to any of the

Loans by Participant in a Participation Loan as more fully explained in Paragraph
2 and identified on the Participation Certificate relating to such Loan.

L. “Participation Certificate” means a Participation Certificate executed by the
parties with reference to this Agreement, which describes a Participation Loan,
the related Participating Interest, and various other related matters.

M. “Pro Rata Share” means at any point in time the percentage of the principal
balance of the Participation Loan represented by Participant's then-outstanding
investment in the Participation Loan.

N. “Participation Rate of Interest” means the rate of interest specified in the
Participation Certificate as applicable to a Participation Loan and which is
contemplated to be received by Participant or Participant's outstanding
investment in the Participation Loan from time to time commencing as provided
in paragraph 2. The rate of interest specified in the Participation Certificate may
differ from the rate contemplated under the Note.

0. “Lender Manual” means the Headwaters Fund Revolving Loan Fund Lender
Manual, as amended from time to time.
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P. “Security Agreement” means the mortgage, deed of trust, financing
statements(s), guarantee(s) and/ or other security instrument or security
instruments in the broadest sense possible creating a lien on the Collateral,
executed and delivered to Lender in connection with a Participation Loan, and
includes the Note, to the extent such documents perform that function.

2. Participating Interest Sale and Making of Participations.

Lender agrees to sell, and Participant agrees to purchase, an ownership interest in the
Loan for which a participation certificate (“Participation Certificate”) is issued by the Lender and
accepted by Participant. Upon receipt of any or all payment for the ownership interest from
Participant, the Lender shall apply such funds on its books to the purchase of the ownership
interest, and immediately upon the Lender doing so, Participant shall be deemed to have
purchased the corresponding ownership interest in the amount of the funds so applied. The
Lender shali promptly confirm Participant’s purchase by notation thereof upon the Lender's
records. The sale and purchase is subject to the return to Lender of a fully-executed copy of the
Participation Certificate and will occur, as appropriate, as follows:

A, To the extent the Loan has been previously funded and as indicated in the
Participation Certification, upon payment to Lender of the amount to be paid by
Participant for the Participating Interest; or

B. To the extent the Loan has been partially funded as indicated in the Participation
Certificate, upon payment to Lender of Participant's amount of advances made
previously and, as to each further advance, upon the payment to Lender of the
amount to be paid by Participant for all such advances; or

C. To the extent the Loan has not been previously funded, as to each advance upon
the payment to Lender of the amount to be paid by Participant as to that
advance.

The Participating Interest includes the right to receive the applicable portion of all principal and
interest payments and such other payments made in connection with the Participation Loan as
are set forth in the related Participation Certificate.

The Participating Interest also includes an undivided ownership interest equal to the Pro Rata
Share in the Note, Lender's security interest in the related Collateral, Security Agreement, other
related Loan Documents and the Participation Loan. Interest will commence accruing as to
Participant with respect to any portion of the Participation Loan as of Lender’s receipt of the
applicable portion of the Purchase Price for the Participating Interest.

3. Participation Loan Closing and Administration

A. This Participation Loan will have been negotiated by Lender. Participant will not
take part in any negotiations with Borrower which may precede consummation of
any portion of the Participation Loan.

B. Lender will administer loan repaymeni billing, collection, loan servicing,
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amortization record and job creation records in accordance with the provisions of
this Agreement and the Lender Manuai, as such may be amended from time to
time.

C. Lender shall exercise the same degree of care and discretion in continuing to
service the Loan and in collecting payments thereunder, as the Lender would
ordinarily take in servicing the Loan and in collecting payments thereunder solely
for its own account.

D. Lender will notify Participant in writing and consult with Participant before
undertaking any of the actions listed below in this section. Lender will provide
updates to Participant in writing on a monthly basis once any of the actions below
are taken. If Participant owns more than 50% of a l.oan, the Lender may not,
without the prior written consent and concurrence of the Participant, undertake
any of the actions listed below: -

(1) Make or consent to any amendments in the terms and conditions of the
Loan, or in the terms of the note or notes evidencing the Loan, or in any
security agreement or instrument securing the Loan;

(2) Waive or release any claim against any Borrower and/or against any co-
maker, guarantor or endorser under the Loan;

(3) Make or consent to any release, substitution or exchange of Collateral;

(4) Accelerate payment under the Loan and/or under any note or notes
evidencing the Loan;

(5) Commence any type of collection proceeding against the Borrower and/or
against any co-maker, guarantor, or endorser under the Loan; and/or

(6) Seize, sell, transfer, assign, foreclose or attempt to exercise against any
collateral securing the Loan.

E. In no event may Lender restructure a Loan more than three (3) times. If Lender
wishes to restructure a loan more than three (3) times, Lender must obtain
permission from Participant and Participant and Lender must agree upon a plan
to address the troubled foan.

F. In the event of a disagreement as to the appropriate course of action in a given
instance in Section 3(D), the decision of Participant will govern if Participant
owns more than 50% of a Participation Loan.

G. With respect to Section 3(D) above, Participant will consult or grant consent or
denial within 15 working days of receipt of request from Lender. If Participant
does not respond within 15 working days, approval is deemed given by
Participant for the discrete action requested by Lender.

4. Obligation to Fund. As stated in Section 2, by executing this Agreement and a
Participation Certificate, Participant has agreed to purchase the Participation Interest in
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the Loan. To the extent the Participation Loan has been previously funded, Participant
agrees to pay Lender any amount to be paid by Participant for the Participating Interest
in then-available funds at the time Participant returns a fuliy-executed copy of the
Participation Certificate to Lender. To the extent the Participation Loan has not been
previously funded, Participant agrees to pay any amount to be paid by Participant for the
Participating Interest as to each advance by check or draft of then- available funds, or as
otherwise directed by Lender at the time of funding of the advance, or at such later time
as Lender directs. In the event Participant fails to fund a required advance in a timely
manner, Lender may terminate its obligation to tender further investments in the
Participation Loan to Participant without notice.

5. Review of Documents. By execution of a Participation Certificate, Participant
acknowledges that Participant has reviewed such documents as Participant has deemed 5
appropriate in connection with the applicable Participation Loan and has made its i
decision to purchase the related Participating Interest based upon such review and '
whatever further advice of Participant’s own advisors as Participant has deemed
appropriate.

8. Participating interest Remittances. Not later than the fifteenth (15™) day of every month,
Lender will remit to Participant any principal and/or interest payment in connection with
this Participation Loan to which Participant is entitied hereunder. These remittances wiil
be made in the manner specified in the applicable Participation Certificate.

7. Reports. In addition, Lender will provide standard participation accounting reports, as
those reports may change from time to time, promptly following generation and comply
with all reporting requirements set forth in the Lender Manual, as such may be amended
from time to time.

8. Participation Loan Collections. Subject to any limitations set forth in this Agreement, the
Lender Agreement and the Lender Manual, Lender has the exciusive right fo, and will
use reasonable efforts in attempting to, collect any and all items {(including interest and
principal payments and direct expense reimbursements) due or collectible in connection
with the Participation Loan.

9. Default. If either Party acquires any knowledge of a defauit in connection with a
Participation Loan or any matter which, in its judgment, such Party deems may affect the
enforceability or collectability of such Participation Loan, then the Party having such
knowledge will, with reasonable promptness, notify the other Party in writing, and the
Parties will thereafter consult regarding the action to be taken in connection therewith
pursuant to Section 3(D) of this Agreement. Except as limited by this Agreement,
Lender has the responsibility to implement any actions determined to be appropriate,
and in connection therewith, may contract with such agents as Lender deems
appropriate. Participant shall not have any responsibility whatsoever to reimburse
Lender any amounts Lender pays third parties in connection with enforcing a
Participation Loan.

10. Limitation of Participant’s Duties. Participant has no duties or responsibilities except
those expressly set forth in this Agreement. Participant does not have any obligations to
Lender relative to a Participation Loan, and nothing in this Agreement is intended to or is
to be so construed as to impose upon Participant any obligations in respect to a
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Participation Loan except as expressly set forth herein.

11, Lender’s Duty of Care. Participant hereby acknowledges that Lender, in the

performance of its duties and obligations hereunder, shall be obligated to exercise the
degree of ordinary care as to a Participation Loan which Lender exercises in the conduct
and management of loans similar to the Participation Loan.

12. ° Lender Representations and Warranties.

A. Lender hereby represents and warrants to Participant that at the time Lender
executes the Participation Certificate:

(1)

(2)

(3)

(5)

(6)

The execution, delivery and performance of this Agreement and the
Participation Certificate have been duly authorized by all requisite
corporate or other actions of Lender;

Lender is, or upon the satisfaction of certain conditions contained in the
loan commitment will be, the owner of the applicabie Participation Loan
and has the right to sel! to Participant the applicable Participating Interest;

Lender has in its possession (or will have in its possession prior to
funding) fully executed counterparts of the applicable Loan Documents;

Lender has no actual knowledge of any fact which in Lender’s opinion
would materially adversely affect the enforceability or collectability of the
Participation Loan which it has not disclosed in writing to Participant;

Lender has provided Participant with copies of all current credit
information Lender has as to the parties obligated in connection with the
Participation Loan, and any information provided is, to the best of
Lender’s knowledge, true, complete and accurate as to the subject matter
thereof, except as otherwise noted by Lender;

Lender will promptly provide the Participant upon request with copies of
all relevant credit and other information in the possession of the Lender
that are used by the Lender as the basis of and for its decision to make
the Loan to the Borrower;

Lender will additionally provide the Participant with copies of the Loan
Documents that are executed by the Borrower as well as by other co-
makers, guarantors and endorsers under the Loan; '

The Borrower, together with all co-makers, guarantors and endorsers
under the Loan, has consented to the sale of the Loan;

The Loan satisfies all guidelines and requirements set forth in the Lender
Manual in effect on the date the Loan is funded by Lender; and

Where the Loan is presently in existence:

(i) There are no events of default under the Loan and/or under the
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Loan documents;

(if) The Loan has not been classified as delinquent on the books of
the Lender:

(i} The Loan is presently on accrual status; and

(iv)  The terms of the Loan have not previcusly been renegotiated as a ;
result of a prior loan default or deterioration in the Borrower's i
financial condition.

B. The Lender makes no representations or warranties, whether express or implied,
to the Participant, as to the collectability of the Loan, the continued solvency of !
the Borrower, or as to the existence, sufficiency or value of the collateral securing
the Loan in the event of a Loan default. ‘

C. The Lender makes no representations or warranties, whether expressed or
implied, to the Participant as to the validity and enforceability of the Loan
documents, other than that:

(1) The Loan documents were validly executed by the Borrower, as weli as,
to the degree applicable, by the co-makers, guarantors and/or endorsers
under the Loan;

(2) To the extent required under applicable law, the security agreesments
under the Loan were (and/or will be) properly recorded and/or filed in
order to result in the valid perfection of a security interest in the collateral
subject to such agreements; and

(3) To the extent required under applicable law, the Lender has taken, and/or
will take, and/or will continue to take whatever additional actions may be
necessary and proper to validly perfect and maintain a security interest on
the collateral securing the Loan.

13. Additional Obligations of Lender

A. The Lender shall promptly notify the Participant in writing within ten (10) business
days should the Lender learn or have any knowledge of the following:

(1) Any change in the financial condition of the Borrower, or of any co-maker,
guarantor or endorser, under the Loan, which may have a material
adverse effect upon continuation of payments under the Loan or the
Loan's ultimate collectability;

(2) Any material change in the value of collateral securing the Loan;

(3) Any change in lien status as affecting the secured collateral;

(4) Any request by the Borrower, or by any co-maker, guarantor or endorser
under the Loan for any change in the terms and conditions of the Loan, or
in the terms of any note or notes evidencing the Loan or in any security
agreement or instrument securing the Loan:;

(5) Any request by the Borrower, or by any co-maker guarantor or surety
under the Loan for the release, substitution or exchange of any collateral
securing the Loan;

(6) Any request of the Borrower, or by any co-maker, guarantor or endorser
under the Loan for the release of any personal obligations of any such
party under the Loan;
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14.

15.

(7) Any request to the Lender for any change in the terms and conditions of
the Loan, or in the terms of any note or notes evidencing the Loan, or in
any security agreement or instrument securing the Loan:

(8) Any request by the Lender for an increase in and/or substitution or
exchange of collateral securing the Loan:

(9) Any failure by the Borrower to pay principal and/or interest payments
under the Loan when due; and/or

(10)  The occurrence of any other event, which with the passage of time and/or
failure to cure, would constitute an event of default under the Loan, or
under any note or notes evidencing the Loan, or under any Loan
Document and/or security agreement instrument securing the Loan.

B. The Lender agrees to regularly provide the Participant, when requested, with
complete and current credit related and other information concerning the
Borrower, the Loan and the collateral securing the Loan, including, without
limitation, copies of:

(1) Current financial statements of the Borrower, as well as of all co-makers,
guarantors and sureties under the Loan;

(2} Any officer’s certificates, financial and other statements and information
submitted by the Borrower to the Lender in connection with the Loan;

(3) The records of the Lender reflecting the amounts and dates of receipt of
principal and interest payments under the Loan;

(4} Any information and/or documents in possession of the Lender applicable
to the existence, value and lien status of collateral securing the Loan:

(5) Any additional factual information and/or documents in possession of the
Lender bearing upon the continuing creditworthiness of the Borrower.

(6) All information, documents and reports provided for and required to be
supplied to Participant by Lender pursuant to the Lender Manual, as
amended from time to time.

Participant Warranties. Participant hereby represents and warrants to Lender that at the
time Participant executes a Participation Certificate:

A. The execution, delivery and performance of this Agreement and the Participation
Certificate have been duly authorized by all requisite action of Participant; and

B. Participant has the financial abiiity and legal authority to fund the Participating
Interest. Participant will have the projected principal of the Participation Loan in
accordance with the terms of this Agreement.

Insolvency. In the event Lender becomes insolvent or the subject of a bankruptcy
proceeding, commits an act of bankruptoy, makes an assignment for the benefit of
creditors, is subjected to the appointment by any public authority of any person to take
charge of Lender or Lender’s assets, has Lender’s interest in a Participation Loan
involuntarily sold, or in the sole opinion of Participant, is in breach of Lender’s obligation
hereunder or any provision in the Lender Manual, as amended from time to time,
Participant will have the option on notice to Lender to assume all of the powers granted
to Lender in this Agreement and to designate any person or firm, in its discretion, to
exercise such powers. In such event, the Loan Documents and records relative to each
Participation Loan will be delivered promptly to Participant or its designee, as the case
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may be, together with such other documents as Participant may reasonably request. In
the event there are other participants as to a Participation Loan which have similar rights
to Participant, the participant with the then-largest Pro Rata Share will have the option
contemplated in this paragraph; provided that if such Participant shall not exercise such
option, the remaining participants will have a right to exercise such option based upon
the failure of each participant with a greater Pro Rata Share to exercise the option after
notice from the subject participant requesting either an election of the option to assume
Lender's powers or a release of the option.

16.  Amounts Payable to Lender. As stated in Section 2, Participant’s purchase of the
Participating Interest entails the right to receive specified funds paid in connection with
the Participation Loan. Accordingly, Lender will be entitled to retain the following except
as otherwise set forth in the applicable Participation Certificate:

A If the total loan is less than $300,000, thirty-five percent (35%) of interest
collected on the Participating Interest as a Service Fee. As of the date of this
contract, new loans underwritten in the amount of $300,000 or less cannot
exceed 25% of the total Participant's portfolio, unless with prior consent of
Participant.

B. If the total loan is greater than $300,000, one percent {1%) will be collected on
the unpaid balance as a Service Fee.

C. Non-interest late charges arising in connection with the Participation Loan, but
only after all interest payments are brought current:

D. Origination fees and related charges received by Lender in connection with the
Participation Loan, but only after all interest payments are brought current.

17. Notices. Any notice or consent required or permitted to be given hereunder must be in
writing and may be served personally or by mail; if served by mail, it shall be registered
or certified mail with evidence of post office mailing and return receipt requested. If
served by mail, it shall be addressed as follows: '

If to Lender: Redwood Region Economic Development Commission
Executive Director
520 E Street
Eureka, CA 95501

If to Participant: County of Humboldt
County Administrative Officer
Atin: Headwaters Fund
825 Fifth Street, Room 112
Eureka, CA 95501

Any written notice shall be deemed received at the time of personal delivery, or if given by
mail, then five (5} days after the mailing thereof. Either party may, by written notice to the
other party as provided herein, specify a different address or additional addresses for notice
purposes. Any consent or approval in this Agreement required of County, the HWF Board,
or the HWF staff, may be exercised by the County Administrative Officer or, upon the
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18.

19.

20.

21.

County Administrative Officer's written authorization, by the HWF Coordinator.

No Brokers. Lender and Participant each warrant to the other that they have not had,
and will have no, dealings with any agent or broker in connection with the negotiation or
performance of this Agreement and hereby agree to indemnify and hold the other
harmless from any cost, expense, or liability for any compensation, commission or
charges claimed by any agent or broker with respect to this Agreement or the sale of a
Participating Interest pursuant to the provisions hereof.

Securities Laws. Participant releases Lender to the maximum extent permissible under
law from any liability under state or federal securities laws arising from the failure by
Lender to register a Participating Interest. Participant and Lender acknowledge that it is
their respective analysis that a Participating Interest is either not a security under federal
or state law or, if a security, is exempt from registration or qualification.

Term and Continuing Obligations of the Parties. The Parties obligations under this
Agreement shall commence upon the date first written above and shall continue until
June 30, 2019 except that the Parties specifically agree that the Participant has no
obligation to utilize Lender’s services to purchase any participating interests in loans.
The obligations to service, monitor, and report to the Participant pursuant to the terms of
this Agreement, the Lender Agreement, Lender Manual or any Participation Certificate
shall survive the expiration or termination of this Agreement and shall continue until
Participant's participating interest has been repaid in fuil.

General Provisions.

A. Each party hereto will pay its own attorney fees incurred in connection with the
negotiation and execution of this Agreement.

B. Notwithstanding any other provision of law, if any lawsuit or proceeding is
brought by either party hereto to enforce the terms of this Agreement, each party
in such proceeding hereby agrees to pay its own court costs and reasonable
attorney fees incurred in bringing and defending such action.

C. Venue for any action relating to this Agreerﬁent will be in an appropriate Court in
Humboldt County, California.

D. This Agreement and the terms and provisions hereof will be binding upon and
inure to the benefit of the parties hereto and their respective successors and
assigns.

E. This Agreement, the Lender Manual, the Lender Agreement, and the

Participation Certificate, together constitute the entire agreement between the
Parties hereto with respect to its subject matter, supersedes all prior and
contemporaneous agreements between the parties with respect to the subject
matter and may not be modified, amended or otherwise changed in any manner
except by a writing executed by the party to be charged. In the event of any
conflict in the terms of the Lender Manual, Lender Agreement, the Participation
Certificate, and this Agreement, the terms of this Agreement shall control.

F. If any term or provision of this Agreement or the application thereof is held invalid
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or unenforceable as to any party, the balance of the Agreement will not be
affected thereby, and each remaining term and provision of this Agreement will
be valid and enforceable to the fullest extent permitted by law.

G. ltis understood that any and all documents, information, and reports prepared by
and/or submitted by Lender shall become the property of the Participant. Lender
may retain copies for its own records. In the event of termination of this
Agreement, for any reason whatsoever, Lender shall promptly turn over ali
information, writings and documents to the Participant without exception or
reservation.

H. The waiver by either Party of any breach or violation of any requirement of this
Agreement shall not be deemed to be a waiver of any such breach in the future,
or of the breach of any other provision of this Agreement.

l. For the purposes of this Agreement, time is of the essence.

J. It is agreed that the laws of the State of California will be applicable to the
interpretation of this Agreement.

K. Paragraph headings in this Agreement are for convenience only and not an aid in
interpretation. :

L. This Agreement may be assigned by Participant. This Agreement may not be
- assigned by the Lender without the written consent of the Participant. In the
event Lender voluntarily assigns its obligations under this Agreement, Lender
hereby agrees that assignee will take over all of Lender's obligations and duties
arising from this Agreement, without exception.

M. Lender shall comply with Title VI of the Civil Rights Act of 1964 and no person
shall, on the grounds of race, religion or religious creed, color, age (over 40), sex
(including gender identity and expression, pregnancy, childbirth and related
medical conditions), sexual orientation (including heterosexuality, homosexuality
and bisexuality}, national origin, ancestry, marital status, medical condition
(including cancer and genetic characteristics), mental or physical disability
(including HIV status and AIDS), military service, or any other classification
protected by federal, state, or local laws and ordinances be excluded from
participation in, be denied the benefits of, or be otherwise subjected to
discrimination under this Agreement.

N. Lender certifies by its signature to this Agreement that Lender or Lender's
agents, representatives, employees, contactors, and subcontractors are not a
Nuclear Weapons Contactor, in that Lender is not knowingly or intentionally
engaged in the research, development, production, or testing of nuclear
warheads, nuclear weapons systems, or nuclear weapons components as
defined by the Nuclear Free Humboldt County Ordinance. Lender agrees to
notify Participant immediately if Lender or Lender’s agents, representatives,
employees, contractors, and subcontractors become a nuciear weapons
contractor, as defined above. Participant may immediately terminate this
Agreement if it determines that the foregoing certification is false or if Lender or
Lender’s agents, representatives, employees, contractors, and subcontractors
become a nuclear weapons contractor.
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0. This Agreement has been negotiated at arm's length and between persons
sophisticated and knowledgeable in business and real estate matters. In
addition, each party has been represented by experienced and knowledgeable
legal counsel. The provisions of this Agreement shall be interpreted in a
reasonable manner to effectuate the purposes of the Parties and this Agreement.
Hence, the normal rule of construction to the effect that any ambiguities are to be
resolved against the drafting party shall not be employed in the interpretation of
this Agreement or any amendments or exhibits thereto.

P. Nothing contained in this Agreement is intended to confer any benefit or to create
any claim in favor of any person or entity who is not a party to this Agreement

IN WITNESS WHEREOF, the parties have executed this agreement as of the day and
year first herein above written:
(SEAL) COUNTY OF HUMBOLDT

ATTEST:
CLERK OF THE BOARD

BY:
CHAIR, BOARD OF SUPERVISORS
COUNTY OF HUMBOLDT
STATE OF CALIFORNIA
APPROVED AS TO FORM:
COUNTY COUNSEL CONTRACTOR
BY: BY:
Davina Smith
DEPUTY COUNTY COUNSEL TITLE:

(Corporate Officer)

APPROVED FOR INSURANCE REQUIREMENTS:

CONTRACTOR
BY:
Kelly Vizgaudis,
RISK ANALYST
BY:
TITLE:
(Corporate Officer)
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EXHIBIT C
PARTICIPATION CERTIFICATE




Lender

County of Humboldt

Headwaters Revolving Loan Fund

Participation Certificate

Redwood Region Economic Development Commission

520 E Street

Eureka, CA 95501

Participant

Countx of Humboldt

825 5 Street

Eureka, CA 95501

Borrower

Proposed Use Of Loan

Note Date Note Number Principal Amt. Lender Investment Participant
QOutstanding Investment
Note Pue Date Lender Interest Participant Date of First Monthly Payment
Rate Interest Borrower Payment from Borrower
Rate

Lender has agreed to sell and assign, and Participant has agreed to purchase, for the
amount of Participant’s Investment shown above, which shall be paid by Participant upon
written notification of loan closing from the Lender, an undivided interest in the principal amount
outstanding of that certain promissory note or notes (the “Note”) of Borrower to Lender
described above equal in amount to that percentage of the Principal Amount Outstanding which
Participant’s Investment is of the Principal Amount Outstanding; and Lender certifies that upon
the date of such payment by Participant, Participant will be the owner of such an interest in the
Note and will be entitled, under the circumstances and to the extent provided herein, to enforce
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and collect the Note. For purposes of this Agreement, the loan will be considered closed when
all loan and security instruments have been duly executed, filed and recorded all of which is
evidenced by executed security agreements, guarantees, assignments, mortgages and/or
financing statements in favor of Lender.

1. Collections and Expenses

Lender shall receive all Collections, as defined in Section 3C, and apply them on the day
of receipt as follows: Coliections shall be applied first to interest which is due on the Note at the
Lender Interest Rate and Lender shall remit to Participant, from the Interest Collected, an
amount of interest computed at Participant’s Interest Rate on the unpaid balance of Participant's
Investment less an agreed service fee as indicated in Section 1C. Such service fee shall be
retained by Lender from each Collection. Collections in excess of Interest Collected are
“Principal Collected” and Lender shall remit to Participant Participant's Percentage of Principal
Collected, less Participant’s Percentage of Expenses, as indicated below, not previously paid by
Participant. Participant's Percentage of Principal Collected is:

A Participant’s share of collections.
Prorata.  50% of Principal Collected.

None Reimbursed Expenses. Participant's Percentage of expenses
paid by Participant to Lender and recovered by Lender.

B. Participant’s percentage of expenses.
None Shared Expenses. None % of Expenses.
C. Participant’'s payment to Lender for Servicing.

If the total loan is less than $300,000, thirty-five percent (35%) of interest collected on
the Participating Interest as a Service Fee.

I the total loan is greater than $300,000, one percent (1%} will be collected on the
unpaid balance as a Service Fee.

Lender shall retain __nfa__ % of the unpaid balance of the Participant’s Investment, or
Lender shall retain $ - none per transaction.

2. Administration and Servicing

Lender will service and manage the loan in accordance with its usual practices and will
exercise the same degree of care to protect Participant’s interest as it does its own. So long as
Lender exercises such care in the servicing and management of the loan, it shall not be under
any liability to Participant with respect to anything it may do or refrain from doing in the exercise
of its judgment or which may seem to Lender to be necessary or desirable in the servicing and
management of the loan, except for its willful misconduct. Subject to the limitations set forth in
the Master Participation Agreement, the Lender Agreement, and the Lender Manual, Lender
may take any action determined by it in its sole discretion to be appropriate to enforce payment.
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of Borrower, Participant shall return such Collections to Lender, but only if Lender
has requested them in writing within sixty (60) days of the Collections being
remitted to Participant.

D. Other Loans.  Any amounts advanced or additional loans made to the Borrower
which are in excess of the original amount of the ioan as herein described will not
be covered by the Agreement; provided, however, that “protective advances”
made by either party hereto, for the mutual protection of both parties, shall
receive first priority in the apportionment of funds as herein described.

“Protective Advances” by any party shall only be made after written consent by
Participant. For the purpose of this Agreement, the parties agree that “protective
advances” are payments made by one of the parties hereto for the purpose of
protection of the financial interests of the parties, which are added to the principal
amount due from the Borrower.

E. Term. This agreement shall commence on the Note Date indicated above and
shall terminate upon full repayment of Participant’s interest in the Note.

F. Miscellaneous.

1. Lender will not transfer its interest in the Note without the prior. written
consent of the Participant.

2. Any notice or consent required or permitted to be given hereunder must
be in writing and may be served personally or by mail; if served by mail, it shall
be registered or certified mail with evidence of post office mailing and return
receipt requested. if served by mail, it shall be addressed as follows:

Lender

Redwood Region Economic Development Commission
Executive Director

520 E Street

Eureka, CA 95501

Participant

County of Humboldt

County Administrative Officer
Attn: Headwaters Fund

525 5" Street

Eureka, CA 95501

3. This Agreement binds and insures to the benefit of the successors and
assigns of the parties hereto and is governed by the laws of the State of
California. This Agreement shall remain in full force and effect until such time
as the loan herein described has been satisfied of record or this Agreement is
otherwise terminated in accordance with the provisions of the Master
Participation Agreement.
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IN WITNESS WHEREOQF, the parties have caused this Agreement to be executed as of
the following date.

DATED:

Lender

Slgnature

Name and Title

Participant

Signature

Name and Titie
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