RBS and RUS, USDA

§ 4279.126

§ 4279.120 Fees and charges.
(a) Routine lender fees. The lender
may establish charges and fees for the
loan provided they are similar to those
normally charged other applicants for
the same type of loan in the ordinary
course of business.
(b) Professional services. Professional
services are those rendered by entities
generally licensed or certified by
States or accreditation associations,
such as architects, engineers, packagers, accountants, attorneys, or appraisers. The borrower may pay fees for
professional services needed for planning and developing a project provided
that the amounts are reasonable and
customary in the area. Professional
fees may be included as an eligible use
of loan proceeds.
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[Reserved]

§ 4279.125 Interest rates.
The interest rate for the guaranteed
loan will be negotiated between the
lender and the applicant and may be either fixed or variable as long as it is a
legal rate. Interest rates will not be
more than those rates customarily
charged borrowers in similar circumstances in the ordinary course of
business and are subject to Agency review and approval. Lenders are encouraged to utilize the secondary market
and pass interest-rate savings on to the
borrower.
(a) A variable interest rate agreed to
by the lender and borrower must be a
rate that is tied to a base rate agreed
to by the lender and the Agency. The
variable interest rate may be adjusted
at different intervals during the term
of the loan, but the adjustments may
not be more often than quarterly and
must be specified in the Loan Agreement. The lender must incorporate,
within the variable rate Promissory
Note at loan closing, the provision for
adjustment of payment installments
coincident with an interest-rate adjustment. The lender will ensure that the
outstanding principal balance is properly amortized within the prescribed
loan maturity to eliminate the possibility of a balloon payment at the end
of the loan.
(b) Any change in the interest rate
between the date of issuance of the

Conditional Commitment and before
the issuance of the Loan Note Guarantee must be approved in writing by
the Agency approval official. Approval
of such a change will be shown as an
amendment to the Conditional Commitment.
(c) It is permissible to have one interest rate on the guaranteed portion of
the loan and another rate on the
unguaranteed portion of the loan provided that the rate on the guaranteed
portion does not exceed the rate on the
unguaranteed portion.
(d) A combination of fixed and variable rates will be allowed.
§ 4279.126

Loan terms.

(a) The maximum repayment for
loans on real estate will not exceed 30
years; machinery and equipment repayment will not exceed the useful life of
the machinery and equipment purchased with loan funds or 15 years,
whichever is less; and working capital
repayment will not exceed 7 years. The
term for a loan that is being refinanced
may be based on the collateral the
lender will take to secure the loan.
(b) The first installment of principal
and interest will, if possible, be scheduled for payment after the project is
operational and has begun to generate
income. However, the first full installment must be due and payable within 3
years from the date of the Promissory
Note and be paid at least annually
thereafter. Interest-only payments will
be paid at least annually from the date
of the note.
(c) Only loans which require a periodic payment schedule which will retire the debt over the term of the loan
without a balloon payment will be
guaranteed.
(d) A loan’s maturity will take into
consideration the use of proceeds, the
useful life of assets being financed, and
the borrower’s ability to repay the
loan. The lender may apply the maximum guidelines specified above only
when the loan cannot be repaid over a
shorter term.
(e) All loans guaranteed through the
B&I program must be sound, with reasonably assured repayment.
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