Rural Utilities Service, USDA

§ 1779.52

(d) Health, safety, and sanitation
standards as well as design and installation standards; and
(e) Protection of the environment
and consumer affairs.
§§ 1779.44–1779.46

[Reserved]
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§ 1779.47 Economic feasibility requirements.
All projects financed under the provisions of this section must be based on
taxes, assessments, revenues, fees, or
other sources of revenues in an amount
sufficient to provide for facility operation and maintenance, a reasonable
reserve, and debt payment. The lender
is responsible for determining the credit quality and economic feasibility of
the proposed loan and must address all
elements of the credit quality in a
written financial feasibility analysis
which includes adequacy of equity,
cash flow, security, history, and management capabilities. Financial feasibility reports must take into consideration any interest rate adjustment
which may be instituted under the
terms of the note. The lender’s financial credit analysis may also serve as
the feasibility analysis when sufficient
evidence is included to determine economic feasibility as well as financial
viability. The borrower’s consulting
engineer may complete the financial
feasibility analysis for WW systems. If
the facility is used by businesses and
the success or failure of the facility is
dependent on individual businesses,
then the economic viability of those
businesses must be assessed.
(a) Exceptions. The Agency loan approval official may exempt the lender
from the requirement for an independent financial feasibility report
(when requested by the borrower and
the lender) provided the approval official determines that the financial feasibility analysis prepared by the borrower fairly represents the financial
feasibility of the facility and the financial feasibility analysis contains an accurate projection of the usage, revenues, and expenses of the facility.
(b) Insufficient information. When the
lender or Agency has insufficient information to determine the borrower’s repayment ability, an independent feasibility analysis is required.

§ 1779.48 Collateral.
(a) Lender responsibility. The lender is
responsible for obtaining and maintaining proper and adequate collateral to
protect the interest of the lender, the
holder, and the Government.
(b) Type of collateral. Collateral must
be of such a nature that repayment of
the loan is reasonably ensured when
considered with the integrity and ability of project management, soundness
of the project, and the borrower’s prospective earnings. The collateral may
include, but is not limited to, the following: General obligation bonds, revenue bonds, pledge of taxes or assessments, assignment of facility revenue,
land, easements, rights-of-way, water
rights, buildings, machinery, equipment, accounts receivable, contracts,
cash, or other accounts or assignments
of leases or leasehold interest.
(c) Separate collateral. All collateral
must secure the entire loan. The lender
will not take separate security to secure only the unguaranteed portion of
the loan. The lender will not require
compensating balances or certificates
of deposit as a means of eliminating
the
lender’s
exposure
on
the
unguaranteed portion of the loan.
§§ 1779.49–1779.51

[Reserved]

§ 1779.52 Processing.
(a)
Preapplications.
(1)
The
preapplication package may be submitted either alone or the necessary
information may be submitted simultaneously with the application. The
preapplication package will contain:
(i) An Application for Federal Assistance on a form provided by the Agency
(available in any Agency office);
(ii) State intergovernmental or other
type review comments and recommendations for the borrower’s
project (clearinghouse comments, if applicable);
(iii) Supporting documentation necessary to make an eligibility determination such as financial statements,
audits, copies of organizational documents, or existing debt instruments;
and
(iv) Documentation of lender eligibility in accordance with § 1779.27.
(2) If the Agency determines that the
project may meet requirements and is
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