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[Reserved]

§ 4279.161 Filing preapplications and
applications.
Borrowers and lenders are encouraged to file preapplications and obtain
Agency comments before completing
an application. However, if they prefer,
they may file a complete application as
the first contact with the Agency. Neither preapplications nor applications
will be accepted or processed unless a
lender has agreed to finance the proposal. Guaranteed loans of $600,000 and
less may be processed under paragraph
(b) or (c) of this section, but guaranteed loans exceeding $600,000 must be
processed under paragraph (b) of this
section.
(a) Preapplications. Lenders may file
preapplications by submitting the following to the Agency:
(1) A letter signed by the borrower
and lender containing the following:
(i) Borrower’s name, organization
type, address, contact person, and federal tax identification and telephone
numbers.
(ii) Amount of the loan request, percent of guarantee requested, and the
proposed rates and terms.
(iii) Name of the proposed lender, address, telephone number, contact person, and lender’s Internal Revenue
Service (IRS) identification number.
(iv) Brief description of the project,
products, services provided, and availability of raw materials and supplies.
(v) Type and number of jobs created
or saved.
(vi) Amount of borrower’s equity and
a description of collateral, with estimated values, to be offered as security
for the loan.
(vii) If a corporate borrower, the
names and addresses of the borrower’s
parent, affiliates, and subsidiary firms,
if any, and a description of the relationship.
(2) A completed Form 4279–2, ‘‘Certification of Non-Relocation and Market Capacity Information Report,’’ if
the proposed loan is in excess of $1 million and will increase direct employment by more than 50 employees.
(3) For existing businesses, a current
balance sheet and a profit and loss
statement not more than 90 days old
and financial statements for the bor-

rower and any parent, affiliates, and
subsidiaries for at least the 3 most recent years.
(4) For start-up businesses, a preliminary business plan must be provided.
(b) Applications. Except for CLP lenders, applications will be filed with the
Agency by submitting the following information: (CLP applications will be
completed
in
accordance
with
4279.43(g)(1) but CLP lenders must have
the material listed in this paragraph in
their files.)
(1) A completed Form 4279–1, ‘‘Application for Loan Guarantee (Business
and Industry)’’.
(2) The information required for filing a preapplication, as listed above, if
not previously filed or if the information has changed.
(3) Form FmHA 1940–20, ‘‘Request for
Environmental Information,’’ and attachments, unless the project is categorically excluded under Agency environmental regulations.
(4) A personal credit report from an
acceptable credit reporting company
for a proprietor (owner), each partner,
officer, director, key employee, and
stockholder owning 20 percent or more
interest in the applicant, except for
those corporations listed on a major
stock exchange. Credit reports are not
required for elected and appointed officials when the applicant is a public
body.
(5) Intergovernmental consultation
comments in accordance with 7 CFR,
part 3015, subpart V.
(6) Appraisals, accompanied by a
copy of the appropriate environmental
site assessment, if available. (Agency
approval in the form of a Conditional
Commitment may be issued subject to
receipt of adequate appraisals.)
(7) For all businesses, a current (not
more than 90 days old) balance sheet, a
pro forma balance sheet at startup, and
projected balance sheets, income and
expense statements, and cash flow
statements for the next 2 years. Projections should be supported by a list of
assumptions showing the basis for the
projections.
(8) Lender’s complete written analysis, including spreadsheets of the balance sheets and income statements for
the 3 previous years (for existing businesses), pro forma balance sheet at
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startup, and 2 years projected yearend
balance sheets and income statements,
with appropriate ratios and comparisons with industrial standards (such as
Dun & Bradstreet or Robert Morris Associates). All data must be shown in
total dollars and also in common size
form, obtained by expressing all balance sheet items as a percentage of assets and all income and expense items
as a percentage of sales. The lender’s
credit analysis must address the borrower’s management, repayment ability including a cash-flow analysis, history of debt repayment, necessity of
any debt refinancing, and the credit reports of the borrower, its principals,
and any parent, affiliate, or subsidiary.
(9) Commercial credit reports obtained by the lender on the borrower
and any parent, affiliate, and subsidiary firms.
(10) Current personal and corporate
financial statements of any guarantors.
(11) A proposed Loan Agreement or a
sample Loan Agreement with an attached list of the proposed Loan Agreement provisions. The Loan Agreement
must be executed by the lender and
borrower before the Agency issues a
Loan Note Guarantee. The following
requirements must be addressed in the
Loan Agreement:
(i) Prohibition against assuming liabilities or obligations of others.
(ii) Restriction on dividend payments.
(iii) Limitation on the purchase or
sale of equipment and fixed assets.
(iv) Limitation on compensation of
officers and owners.
(v) Minimum working capital or current ratio requirement.
(vi) Maximum debt-to-net worth
ratio.
(vii) Restrictions concerning consolidations,
mergers,
or
other
circumstances.
(viii) Limitations on selling the business without the concurrence of the
lender.
(ix) Repayment and amortization of
the loan.
(x) List of collateral and lien priority
for the loan including a list of persons
and corporations guaranteeing the loan
with a schedule for providing the lender with personal and corporate finan-

cial statements. Financial statements
on the corporate and personal guarantors must be updated at least annually.
(xi) Type and frequency of financial
statements to be required for the duration of the loan.
(xii) The final Loan Agreement between the lender and borrower will
contain any additional requirements
imposed by the Agency in its Conditional Commitment.
(xiii) A section for the later insertion
of any necessary measures by the borrower to avoid or reduce adverse environmental impacts from this proposal’s
construction or operation. Such measures, if necessary, will be determined
by the Agency through the completion
of the environmental review process.
(12) A business plan, which includes,
at a minimum, a description of the
business and project, management experience, products and services, proposed use of funds, availability of
labor, raw materials and supplies, and
the names of any corporate parent, affiliates, and subsidiaries with a description of the relationship. Any or all
of these requirements may be omitted
if the information is included in a feasibility study.
(13) Independent feasibility study, if
required.
(14) For companies listed on a major
stock exchange or subject to the Securities and Exchange Commission (SEC)
regulations, a copy of SEC Form 10–K,
‘‘Annual Report Pursuant to Section 13
or 15D of the Act of 1934.’’
(15) For health care facilities, a certificate of need, if required by statute.
(16) A certification by the lender that
it has completed a comprehensive analysis of the proposal, the applicant is eligible, the loan is for authorized purposes, and there is reasonable assurance of repayment ability based on the
borrower’s history, projections and equity, and the collateral to be obtained.
(17) Any additional information required by the Agency.
(c) Applications of $600,000 and less.
Guaranteed loan applications may be
processed under this paragraph if the
request does not exceed $400,000. Beginning in fiscal year 2004, this limit may
be increased on a case-by-case basis to
$600,000 provided that the Agency determines that there is not a significant
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increased risk of a default on the loan.
Applications may be resubmitted under
paragraph (b) of this section when the
application under this paragraph contains insufficient information for the
Agency to guarantee the loan. Applications submitted under this paragraph
must use the Agency’s short application form and include the information
contained in paragraphs (b)(3), (5), (7),
(8), and (11) of this section. The lender
must have the documentation identified in paragraph (b) of this section,
with the exception of paragraphs (b)(1),
(2), (14), and (15), available in its file for
review.
[61 FR 67633, Dec. 23, 1996, as amended at 69
FR 64831, Nov. 9, 2004]

§§ 4279.162–4279.164

[Reserved]

§ 4279.165 Evaluation of application.
(a) General review. The Agency will
evaluate the application and make a
determination whether the borrower is
eligible, the proposed loan is for an eligible purpose, there is reasonable assurance of repayment ability, there is
sufficient collateral and equity, and
the proposed loan complies with all applicable statutes and regulations. If the
Agency determines it is unable to guarantee the loan, the lender will be informed in writing. Such notification
will include the reasons for denial of
the guarantee.
(b) Environmental requirements. The
environmental review process must be
completed, in accordance with subpart
G of part 1940 of this title, prior to the
issuance of the Conditional Commitment, loan approval, or obligation of
funds, whichever occurs first.
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§§ 4279.166–4279.172

[Reserved]

§ 4279.173 Loan approval and obligating funds.
(a) Upon approval of a loan guarantee, the Agency will issue a Conditional Commitment to the lender containing conditions under which a Loan
Note Guarantee will be issued.
(b) If certain conditions of the Conditional Commitment cannot be met, the
lender and applicant may propose alternate conditions. Within the requirements of the applicable regulations and
instructions and prudent lending prac-

tices, the Agency may negotiate with
the lender and the applicant regarding
any proposed changes to the Conditional Commitment.
§ 4279.174

Transfer of lenders.

(a) The loan approval official may approve the substitution of a new eligible
lender in place of a former lender who
holds an outstanding Conditional Commitment when the Loan Note Guarantee has not yet been issued provided,
that there are no changes in the borrower’s ownership or control, loan purposes, or scope of project and loan conditions in the Conditional Commitment and the Loan Agreement remain
the same.
(b) The new lender’s servicing capability, eligibility, and experience will
be analyzed by the Agency prior to approval of the substitution. The original
lender will provide the Agency with a
letter stating the reasons it no longer
desires to be a lender for the project.
The substituted lender must execute a
new part B of Form 4279–1.
§ 4279.175 Domestic lamb industry adjustment assistance program set
aside.
A 3-year set aside of B&I Guaranteed
Loan Program funds has been established in the National Office to fund
loans to lamb processors for real estate
purchases and improvements; working
capital; debt refinancing; and upgrading, replacing, and installing new processing and packaging equipment for domestic lamb packing and processing
plants. The set aside is $15 million for
FY 2001, $5 million for FY 2002, and $5
million for FY 2003. These funds will be
available through the third quarter of
each respective year and, if not used,
will revert for use in the general program.
[65 FR 64597, Oct. 30, 2000]

§§ 4279.176–4279.179
§ 4279.180

[Reserved]

Changes in borrower.

Any changes in borrower ownership
or organization prior to the issuance of
the Loan Note Guarantee must meet
the eligibility requirements of the program and be approved by the Agency
loan approval official.
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