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Maryland’s Linked Deposit Program

Program Purpose

« Provide below market rate financing for water quality non-
point source capitalimprovements.

« Make the SRF loan program more accessible to private entities
by utilizing the existing commerciallending com munity.

Types of Projects Funded
Agriculturalbest management practices
Correction of failing septic systems
Repairs/enhancements to existing stormwater management
facilities
Nonstructuralshoreline erosion controland structuralshoreline
erosion controlwhere nonstructuraltechniques will not
provide adequate protection
Wetland creation/enhancement/restoration
Stream restoration to controlerosion and stabilize stream
banks (nonstructuraltechniques are preferred to
structural solutions)



LILAC Program - Background

* Low Interest Loans for Agricultural Conservation (LILAC) are available to
help farmersinstallbest management practices on their farms,purchase
conservation equipment and adopt new technologies that help protect
naturalresources and safeguard water quality in stream s, rivers and the
Chesapeake Bay.

« Although federaland state cost-share programs are available to farmers
who want to install protective BMPs on their farms, most do not cover 100%
ofthe installation costs. Moreover,equipment purchases,new technologies
and start-up costs for major projects are not usually covered. That’s where
LILAC can help.LILAC loans provide farmers with up-front funds needed to
bridge the cost-share gap and geta projectup and running



LILAC Background — continued

Many farmers use LILAC loans to supplement cost-share payments for high
dollar BMPs such asanimalwaste management systems or stream
protection practices.

LILAC loans may also be used to purchase certain types ofequipmentto
controlsoilerosion,inject manure into the soilor manage crop nutrients.

In addition,farmers may use LILAC loansto adoptnew technologies such
as integrated opticalsensing equipment,nutrient application equipment,
and globalpositioning systems that manage agriculturalnutrient
applications.

Guaranteed by the Maryland
Water Quality Revolving Loan
Fund, LILAC loans are offered at
below market rates and are
available at lending institutions
statewide.



LILAC - What’s Covered?

Allofthe BMPs cost-shared by the Maryland Agricultural Water Quality

Cost-Share (MACS) Program are eligible for LILAC loans. In addition, certain
types of conservation equipment used to store,handle,transport orapply
animalmanure maybe eligible. Following are examples of BMPs and
equipmentcommonly financed through LILAC:

Animalwaste storage or management systems

Heavy use areas

Manure spreaders,loaders,pumps,agitators and related hardware
Equipment needed to inject orincorporate manure into the soil

Conservation tillage equipment such as deep no tillrippersand no-till
planters or drills

Technicalequipment used for the
precision application of nutrients

Erosion controlstructures

Sediment controlponds

Com posting facilities

Stream protection practices

Grazing land management
Wetland creation and enhancement



LILAC - Eligibility Requirements

Qualifying projects must be located on a farm and designed to address
nonpoint source pollution related to agriculturalsources.

Individuals,partnerships,corporations,trusts or other business enterprises
may qualify for a LILAC loan ifan owner,landlord or tenant participates in
the operation ofa farm.

Applicants must have an existing or potentially criticalcondition on
agriculturalland with a high potential for movement of nutrients,
sediment,wastes oragriculturalchem icals into State waters.

The proposed BMP(s) must comply with
standards and specifications established
by the USDA Natural Resources
Conservation Service (NRCS) or the
Maryland Department of Agriculture’s
Conservation Grants Program



New Eligibility - CAFOs

e LILAC loans previously could not be used
to finance BMPs or other capital
Improvementson farms defined as
Concentrated AnimalFeeding Operations

(CAFOs).

« This prohibition has been recently
removed and the LILAC program can now
finance BMPs and capital
Improvements on CAFOs.



LILAC - How To Apply

e Contactthe localsoilconservation district (SCD) for free technical
assistance in designing or verifying eligible BMPs orequipment needed to
address water quality issues.

« The SCD can help apply for cost-share grants and obtain a certification
from the Maryland Departments of Agriculture and Environment
confirming that the BMPs orequipment meetalltechnicalcriteria for
LILAC.

« This certificate must be presented
to a participating bank when applying
fora LILAC-supported loan.



Certification of Qualification - Project Eligibility Determination




Terms and Conditions

e Loan application ismade directlyto an eligible lending institution,which determines
the credit worthiness ofthe applicant,and sets loan terms and conditions.

e Upondetermination that a projectis qualified and the loan isapproved, MDE enters
into an investment contract with the lending institution who provides a below market
rate ofinterest loan to the borrower.

e The interest rate isdiscounted below the lender’s normalcost of funds.

e These loans are guaranteed by the Maryland Water Quality Revolving Loan Fund and
administered by MDE in coordination with the MDA and the
state’s 24 soil conservation districts.

« WAOQFAiInvestment made with lenderin an interest bearing account.
* Investment interest reduction used to lower borrower’ loan rate.
e Currently WQFA o only takes 0.01%
e Example:Banklending rate is 8% and CD
rate 4%, WQFA will take a 0.01% rate on
investment and borrowers rate willbe
reduced by 3.99% while borrowers
subsidized rate willbe 4.01%
» The lenderreceives the same return
without laying out their funds.

e Loanrepayments are made bythe borrower
directlyout to the lending institution.



Participating Agricultural Lending Institutions

Any financial institution that meets the following lender qualifications is eligible to
participate in the program:

e Iseligible to make commercial loans

s a State Treasurer's Office approved depository of state funds

« Agreestoreceive linked deposits

e Isinsured bythe Federal Deposit Insurance Corporation

Participating lending institutions:
« Eastern Shore &Central Maryland — Mid Atlantic Farm Credit

e Southern Maryland —Colonial Farm Credit

e Western Maryland —Farm Credit ofthe Virginias

« AdditionallLenders—numerous private banks -- 1800 Bank;Bank of America; BB&T;

CapitalOne;Citibank; The Columbia Bank;Community Bank ofthe Chesapeake;

Eagle Bank; First United Bank and Trust; Frederick County Bank;Maryland Partners

Bank;Old Line Bank;PNC Bank;Provident State Bank;Sandy Spring Bank;
Shore United Bank; TD Bank;Wells Fargo Bank

« Farmersmayapplytoanybranch office ofa participating lenderand are
encouraged to shop forthe best rate/terms. Certain bank branches maybe
unaware of program details. Work with your soil conservation district to
identify lenders fam iliar with LILAC.



Example Project 1:
Manure Handling Equipment

e Project:Manure Handling Equipment —Tractor
with frontend loader for poultry manure

e Location:Queen Anne’s County
e Lender:Mid-Atlantic Farm Credit

« TotalFinanced:$36,812.98 out 0f$46,500 total
cost; LILAC is primary source of financing

e Loan Term:7 years

e« Savings:Marketrate =4.0%
Borrower’s Interest rate =2.0%



Example Project 2:
Agricultural Waste Storage & BMPs

* Project:Dairy farm - Ag waste structures (liquid and dry),heavy use
areas,watering facilities,roofrunoffsystem ,access road,animal
trails and walkways, fencing,underground outlets



Example Project 2:
Agricultural Waste Storage & BMPs - continued

Location:Harford County

Lender: Mid-Atlantic Farm Credit

Total Financed:$100,000 out of$515,000 total cost;federaland
state cost share programs were primarysource offunding; LILAC
provided bridge and gap funding

Loan Term :5 years

Savings: Market Rate =4.54%
Borrower’s Interest Rate=2.53%



Contact Info

Jeff Fretwell
Water Infrastructure Financing Adm inistration
Maryland Department ofthe Environment
Jeffrey.Fretwell@maryland.gov

Linked Deposit Website:
https//mde.maryland.gov/programs/water/wqfa/
pages/linked deposit.aspx

LILAC brochure:
https//mda.maryland.gov/resource_conservation

[counties/LILAC.pdf



mailto:Jeffrey.Fretwell@maryland.gov
https://mde.maryland.gov/programs/water/wqfa/pages/linked_deposit.aspx
https://mda.maryland.gov/resource_conservation/counties/LILAC.pdf

	Slide Number 1
	Maryland’s Linked Deposit Program 
	LILAC Program - Background
	LILAC Background – continued 
	LILAC - What’s Covered?
	LILAC - Eligibility Requirements
	New Eligibility - CAFOs
	LILAC - How To Apply 
	Certification of Qualification - Project Eligibility Determination 
	Terms and Conditions 
	Participating Agricultural Lending Institutions	
	Example Project 1: �Manure Handling Equipment
	Example Project 2: �Agricultural Waste Storage & BMPs  
	Example Project 2: �Agricultural Waste Storage & BMPs - continued
	Contact Info 



