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§ 1720.9

7 CFR Ch. XVII (1–1–10 Edition)

§ 1720.9 Guarantee Agreement.
(a) The guaranteed lender will be required to sign a guarantee agreement
with the Secretary setting forth the
terms and conditions upon which the
Secretary guarantees the payment of
the guaranteed bonds.
(b) The guaranteed bonds shall refer
to the guarantee agreement as controlling the terms of the guarantee.
(c) The guarantee agreement shall
address the following matters:
(1) Definitions and principles of construction;
(2) The form of guarantee;
(3) Coverage of the guarantee;
(4) Timely demand for payment on
the guarantee;
(5) Any prohibited amendments of
bond documents or limitations on
transfer of the guarantee;
(6) Limitation on acceleration of
guaranteed bonds;
(7) Calculation and manner of paying
the guarantee fee;
(8) Consequences of revocation of
payment on the guaranteed bonds;
(9) Representations and warranties of
the guaranteed lender;
(10) Representations and warranties
for the benefit of the holder of the
guaranteed bonds;
(11) Claim procedures;
(12) What constitutes a failure by the
guaranteed lender to pay;
(13) Demand on RUS;
(14) Assignment to RUS;
(15) Conditions of guarantee which
may include requiring the guaranteed
lender to adopt measures to ensure
adequate capital levels are retained to
absorb losses relative to risk in the
guaranteed lender’s portfolio and requirements on the guaranteed lender to
hold additional capital against the risk
of default;
(16) Payment by RUS;
(17) RUS payment does not discharge
guaranteed lender;
(18) Undertakings for the benefit of
the holders of guaranteed bonds, including: notices, registration, prohibited amendments, prohibited transfers,
indemnification, multiple bond issues;
(19) Governing law;
(20) Notices;
(21) Benefit of agreement;
(22) Entirety of agreement;
(23) Amendments and waivers;

(24) Counterparts;
(25) Severability, and
(26) Such other matters as the Secretary believes to be necessary or appropriate.
§ 1720.10

Fees.

(a) Guarantee fee. An annual fee equal
to 30 basis points (0.3 percent) of the
amount of the unpaid principal of the
guarantee bond will be deposited into
the Rural Economic Development Subaccount maintained under section
313(b)(2)(A) of the RE Act.
(b) Subject to paragraph (c) of this
section, up to one-third of the 30 basis
point guarantee fee may be used to
fund the subsidy amount of providing
guarantees, to the extent not otherwise
funded through appropriation actions
by Congress.
(c) Notwithstanding subsections (c)
and (e)(2) of section 313A of the RE Act,
the Secretary shall, with the consent
of the lender and if otherwise authorized by law, adjust the schedule for
payment of the annual fee, not to exceed an average of 30 basis points per
year for the term of the loan, to ensure
that sufficient funds are available to
pay the subsidy costs for note guarantees.
§ 1720.11

Servicing.

The Secretary, or other agent of the
Secretary on his or her behalf, shall
have the right to service the guaranteed bond, and periodically inspect the
books and accounts of the guaranteed
lender to ascertain compliance with
the provisions of the RE Act and the
bond documents.
§ 1720.12

Reporting requirements.

(a) As long as any guaranteed bonds
remain outstanding, the guaranteed
lender shall provide the Secretary with
the following items each year within 90
days of the guaranteed lender’s fiscal
year end:
(1) Consolidated financial statements
and accompanying footnotes, audited
by independent certified public accountants;
(2) A review and certification of the
security of the government guarantee,
audited by reputable, independent certified public accountants or a federal
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