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(4) May be used to pay for the costs 
of any appraisal conducted in accord-
ance with this part. 

§ 769.106 Limitations. 
(a) Loan funds may not be used for 

any land improvement or development 
purposes, acquisition or repair of build-
ings or personal property, payment of 
operating costs, payment of finders’ 
fees, or similar costs, or for any pur-
pose that will contribute to excessive 
erosion of highly erodible land or to 
the conversion of wetlands to produce 
an agricultural commodity as specified 
in 7 CFR part 12. 

(b) The amount of loan funds used to 
acquire land may not exceed the cur-
rent market value of the land as deter-
mined by a current appraisal that 
meets the requirements as specified in 
7 CFR 761.7(b)(1). 

(c) Agency HFIL loan funds may not 
be used for payment of the 
intermediary’s administrative costs or 
expenses. The amount removed from 
the HFIL revolving fund for adminis-
trative costs in any year must be rea-
sonable, must not exceed the actual 
cost of operating the HFIL revolving 
fund and must not exceed the amount 
approved by the Agency in the inter-
mediary lender’s annual loan moni-
toring report. 

(d) No loan to an intermediary lender 
may exceed the maximum amount the 
intermediary can reasonably expect to 
lend to eligible ultimate recipients, 
based on anticipated demand for loans 
to consolidate fractioned interests and 
capacity of the intermediary to effec-
tively carry out the terms of the loan. 

§ 769.107 Rates and terms. 
(a) Loans made by the Agency to the 

intermediary lender will bear interest 
at a fixed rate as determined by the 
Administrator, but not less than 1 per-
cent per year over the term of the loan. 

(1) Interest rates charged by inter-
mediary lender to ultimate recipients 
on loans from the HFIL revolving fund 
will be negotiated between the inter-
mediary lender and ultimate recipient, 
but the rate must be within limits es-
tablished by the Intermediary Re-
lending Agreement. 

(2) The rate should normally be the 
lowest rate sufficient to cover the 

loan’s proportional share of the revolv-
ing fund’s debt service costs and ad-
ministrative costs. 

(b) No loan to an intermediary lender 
will be extended for a period exceeding 
30 years. Interest will be due annually 
but principal payments may be de-
ferred by the Agency. 

(1) Loans made by an intermediary 
lender to an ultimate recipient from 
the HFIL revolving fund will be sched-
uled for repayment over a term nego-
tiated by the intermediary lender and 
ultimate recipient but will not exceed 
30 years or the date of the end of the 
term of the HFIL loan, whichever is 
sooner. 

(2) The term of an HFIL loan must be 
reasonable and prudent considering the 
purpose of the loan, expected repay-
ment ability of the ultimate recipient, 
and the useful life of collateral, and 
must be within any limits established 
by the intermediary lender’s Inter-
mediary Relending Agreement. 

§ 769.108 Security requirements for 
HFIL loans and the ultimate recipi-
ents. 

(a) HFIL loans. Security for all loans 
to intermediaries must be such that 
the repayment of the loan is reason-
ably assured, taking into consideration 
the intermediary’s financial condition, 
Intermediary Relending Agreement, 
and management ability. The inter-
mediary is responsible to make loans 
to ultimate recipients in such a man-
ner that will fully protect the interest 
of the intermediary and the Govern-
ment. The Agency will require ade-
quate security, as determined by the 
Agency, to fully secure the loan, in-
cluding but not limited to the fol-
lowing: 

(1) Assignments of assessments, 
taxes, levies, or other sources of rev-
enue as authorized by law; 

(2) Investments and deposits of the 
intermediary; and 

(3) Capital assets or other property of 
the intermediary and its members. 

(b) Liens. In addition to normal secu-
rity documents, a first lien interest in 
the intermediary’s revolving fund ac-
count will be accomplished by a con-
trol agreement satisfactory to the 
Agency. The control agreement does 
not require the Agency’s signature for 
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withdrawals. The depository bank 
must waive its offset and recoupment 
rights against the depository account 
to the Agency and subordinate any 
liens it may have against the HFIL de-
pository bank account. 

(c) Ultimate recipient. Security for a 
loan from an intermediary lender’s 
HFIL revolving fund to an ultimate re-
cipient will be adequate to fully secure 
the loan as specified in the relending 
agreement. 

(1) The Agency will only require con-
currence in the intermediary lender’s 
security requirement for a specific loan 
when security for the loan from the 
intermediary lender to the ultimate re-
cipient will also serve as security for 
an Agency loan. 

(2) The ultimate recipient will take 
appropriate action to obtain and pro-
vide security for the loan. 

§ 769.109 Intermediary lender’s appli-
cation. 

(a) The application will consist of: 
(1) An application form provided by 

the Agency; 
(2) A draft Intermediary Relending 

Agreement and other evidence the 
Agency requires to show the feasibility 
of the intermediary lender’s program 
to meet the objectives of the HFIL 
Loan Program; and 

(3) Applications from intermediary 
lenders that already have an active 
HFIL loan may be streamlined by fil-
ing a new application and a statement 
that the new loan would be operated in 
accordance with the Intermediary Re-
lending Agreement on file for the pre-
vious loan. This statement may be sub-
mitted at the time of application in 
lieu of a new Intermediary Relending 
Agreement. 

(4) Documentation of the inter-
mediary lender’s ability to administer 
HFIL in accordance with this part; 

(5) Submission of a completed Agen-
cy application form; 

(6) Prior to approval of a loan or ad-
vance of funds, certification of whether 
or not the intermediary lender is delin-
quent on any Federal debt, including, 
but not limited to, Federal income tax 
obligations or a loan or loan guarantee 
or from another Federal agency. If de-
linquent, the intermediate lender must 
explain the reasons for the delin-

quency, and the Agency will take such 
written explanation into consideration 
in deciding whether to approve the 
loan or advance of funds; 

(7) Prior to approval of a loan or ad-
vance of funds, certification as to 
whether the intermediary lender has 
been convicted of a felony criminal vio-
lation under Federal law in the 24 
months preceding the date of applica-
tion. 

(8) Certification of compliance with 
the restrictions and requirements in 31 
U.S.C. 1352, and 2 CFR 200.450 and part 
418. 

(9) Certification to having been in-
formed of the collection options the 
Federal government may use to collect 
delinquent debt. 

(b) An intermediary lender that has 
received one or more HFIL loans may 
apply for and be considered for subse-
quent HFIL loans provided: 

(1) The intermediary lender is re-
lending all collections from loans made 
from its revolving fund in excess of 
what is needed for required debt serv-
ice, approved administration costs, and 
a reserve for debt service; 

(2) The outstanding loans of the 
intermediary lender’s HFIL revolving 
fund are performing; and 

(3) The intermediary lender is in 
compliance with all regulations and its 
loan agreements with the Agency. 

§ 769.110 Letter of conditions. 

(a) The Agency will provide the inter-
mediary lender a letter listing all re-
quirements for the loan. After review-
ing the conditions and requirements in 
the letter of conditions, the inter-
mediary lender must complete, sign, 
and return the form provided by the 
Agency indicating the intermediary 
lender’s intent to meet the conditions. 
If certain conditions cannot be met, 
the intermediary lender may propose 
alternate conditions in writing to the 
Agency. The Agency loan approval offi-
cial must concur with any changes 
made to the initially issued or pro-
posed letter of conditions prior to ac-
ceptance. The loan request will be 
withdrawn if the intermediary lender 
does not respond within 15 days. 

(b) At loan closing, the intermediary 
lender must certify that: 
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