Junction Texas Economic Development Corporation
Loan Guarantee Program

Methodology:

The JTEDC Board of Directors has the complete jurisdiction, discretion and authority to
either APPROVE or DENY any formal request submitted for a LIMITED LOAN
GUARANTEE based upon the written proposal, financial records and any other
documentation prepared and presented for JTEDC consideration. All such information will
be permanently retained by the JTEDC and treated in a strictly confidential manner at all
times.

The LIMITED LOAN GUARANTEE commitment decision rendered by the JTEDC Board
of Directors shall be issued in writing to the subject financial institution (Iender) that
submitted the request and the decision will be final in all cases.

Although the borrower’s cash flow resources are expected to provide the primary source of
repayment and will be analyzed accordingly for their reliability, all JTEDC Guaranteed
Loans should also normally be supported by the pledge of tangible assets as collateral with
reasonably adequate marketability and value. Any exceptions require unanimous Board
approval.

A JTEDC LIMITED LOAN GUARANTEE commitment may be issued only to guarantee a
certain percentage of each qualified loan. For example, either 20%, 40%, 60% or up to 80%.
But in no case will a commitment be issued to guarantee repayment of more than 80% of any
future deficiency balance in the event of a loan repayment default that escalates into a loss.

The appropriate percentage of each individual loan guarantee commitment shall be
determined and set by the JTEDC Board of Directors, at the time the commitment is issued to
a lender, based upon the assessed level of potential risk involved.

The JTEDC Board of Directors may seek out and contract for the specialized expertise,
experience and independent objectivity of a qualified professional consultant to assist in the
credit analysis and risk evaluation process. Selection of a professional consultant to serve in
such an advisory capacity on an ongoing basis is within the sole discretion of the JTEDC
Board of Directors.

In the event of an approved borrower’s eventual default in repayment of a JTEDC
Guaranteed Loan whereby the financial institution’s orderly seizure and liquidation of
collateral results in a deficiency balance that must be satisfied with a claim filed by the
financial institution for reimbursement under provisions of the LIMITED LOAN
GUARANTEE, the JTEDC Board of Directors should always require the financial institution
(lender) to assign ownership of the loan papers “Payable to JTEDC” to provide JTEDC with
the options to pursue future legal action against the borrower(s) if warranted.

The JTEDC Board of Directors will limit guarantees so that they do not exceed total amount
of assets.






