§ 4274.320

7 CFR Ch. XLII (1–1–10 Edition)

(k) Lending and investment institutions and insurance companies.
(l) Golf courses, race tracks, or gambling facilities.
(m) For any line of credit.
(n) For any legitimate business activity when more than 10 percent of the
annual gross revenue is derived from
legalized gambling activity.
[63 FR 6053, Feb. 6, 1998, as amended at 73 FR
54307, Sept. 19, 2008]

§ 4274.320 Loan terms.
(a) No loan to an intermediary shall
be extended for a period exceeding 30
years. Interest and principal payments
will be scheduled at least annually.
The initial principal payment may be
deferred (during the period before the
facility becomes income producing) by
the Agency, but not more than 3 years.
(b) Loans made by an intermediary
to an ultimate recipient from the IRP
revolving fund will be scheduled for repayment over a term negotiated by the
intermediary and ultimate recipient.
The term must be reasonable and prudent considering the purpose of the
loan, expected repayment ability of the
ultimate recipient, and the useful life
of collateral, and must be within any
limits
established
by
the
intermediary’s work plan.
§§ 4274.321–4274.324

[Reserved]
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§ 4274.325 Interest rates.
(a) Loans made by the Agency pursuant to this subpart shall bear interest
at a fixed rate of 1 percent per annum
over the term of the loan.
(b) Interest rates charged by intermediaries to ultimate recipients on
loans from the IRP revolving fund shall
be negotiated by the intermediary and
ultimate recipient. The rate must be
within limits established by the
intermediary’s work plan approved by
the Agency. The rate should normally
be the lowest rate sufficient to cover
the loan’s proportional share of the
IRP revolving fund’s debt service costs,
reserve for bad debts, and administrative costs.
§ 4274.326 Security.
(a) Intermediaries. Security for all
loans to intermediaries must be such
that the repayment of the loan is rea-

sonably assured, when considered along
with the intermediary’s financial condition, work plan, and management
ability. It is the responsibility of the
intermediary to make loans to ultimate recipients in such a manner that
will fully protect the interests of the
intermediary and the Government.
(1) Security for such loans may include, but is not limited to:
(i) Any realty, personalty, or intangible capable of being mortgaged,
pledged, or otherwise encumbered by
the intermediary in favor of the Agency; and
(ii) Any realty, personalty, or intangible capable of being mortgaged,
pledged, or otherwise encumbered by
an ultimate recipient in favor of the
Agency.
(2) Initial security will consist of a
pledge by the intermediary of all assets
now in or hereafter placed in the IRP
revolving fund, including cash and investments, notes receivable from ultimate
recipients,
and
the
intermediary’s security interest in collateral pledged by ultimate recipients.
Except for good cause shown, the Agency will not obtain assignments of specific assets at the time a loan is made
to an intermediary or ultimate recipient. The intermediary will covenant
that, in the event the intermediary’s
financial condition deteriorates or the
intermediary takes action detrimental
to prudent fund operation or fails to
take action required of a prudent lender, the intermediary will provide additional security, execute any additional
documents, and undertake any reasonable acts the Agency may request to
protect the Agency’s interest or to perfect a security interest in any asset, including physical delivery of assets and
specific assignments to the Agency. All
debt instruments and collateral documents used by an intermediary in connection with loans to ultimate recipients must be assignable.
(3) In addition to normal security
documents, a first lien interest in the
intermediary’s revolving fund account
will be accomplished by a control
agreement satisfactory to RBS. The
control agreement does not have to require RBS signature for withdrawals.
The depository bank shall waive its offset and recoupment rights against the
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