§§1980.477-1980.480

her individual loan approval authority in-
cluding:

1. Consent in writing to the release of the
transferor and guarantors from liability.

2. Any changes in loan terms.

NOTE.— The assumption will be reviewed
as if it were a new loan. The Loan Note
Guarantee(s) will be endorsed in the space
provided on the form(s).

B. A copy of the Assumption Agreement
will be retained in the FmHA or its successor
agency under Public Law 103-354 file. The
State Director will notify the Finance Office
of all approved transfer and assumption
cases on Form FmHA or its successor agency
under Public Law 103-354 1980-7, ‘‘Notice of
Transfer and Assumption of a Guaranteed
Loan,” and submit Form FmHA or its suc-
cessor agency under Public Law 103-354 1980-
50 for all new borrowers and Form FmHA or
its successor agency under Public Law 103-
354 1980-51, ‘‘Add, Change, or Delete Guaran-
teed Loan Record,” in order that Finance
records may be adjusted accordingly.

C. Any transfer and assumption of less
than the total indebtedness must be sub-
mitted to the Director, Business and Indus-
try Division, for review and concurrence.

D. If the guaranteed loan debt balance is in
excess of the State Director’s loan approval
authority, the State Director will forward
the file, together with his/her recommenda-
tions, to the National Office for approval,
ATTN: Business and Industry Division.

§8§1980.477-1980.480 [Reserved]

§1980.481 Insured loans.

Applications from private parties for
whom FmHA or its successor agency
under Public Law 103-354 and such bor-
rowers agree that a guarantee lender is
not available and from public bodies
shall be processed as insured loans in
accordance with the applicable provi-
sions of this subpart and Subpart A of
Part 1942 of this chapter, including the
credit elsewhere requirement, except
as provided in §1980.488 of this subpart
which provides for the guarantee of
taxable bond issues of public bodies.
Loans to public bodies will be used
only to finance:

(a) Community facilities as defined
in §1980.402 of this subpart, and

(b) Constructing and equipping indus-
trial plants for lease to private busi-
nesses (not including loans for oper-
ating such businesses) when the re-
questing loan is not available under
Subpart A of Part 1942 of this chapter.
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Administrative

A. Without specific written delegated au-
thority, all insured loans require National
Office concurrence prior to approval.

B. Applications from private parties for in-
sured loans will not be encouraged.

C. Loan closings on insured loans will be in
accordance with this subpart, the Regional
Attorney and applicable provisions of Sub-
part A of Part 1942 of this chapter.

[62 FR 6501, Mar. 4, 1987, as amended at 53 FR
40403, Oct. 17, 1988]

§§1980.482-1980.487 [Reserved]

§1980.488 Guaranteed industrial de-
velopment bond issues.

(a) Loans to public bodies will be
guaranteed only in connection with the
issuance of any class or series of indus-
trial development bonds (as defined in
section 103(c)(2) of the Internal Rev-
enue Code of 1954, as amended (IRC)),
the interest on which is included in
gross income under IRC. No part of the
loan guaranteed by FmHA or its suc-
cessor agency under Public Law 103-354
may extend to any class or series of in-
dustrial development bonds the inter-
est on which is excludable from gross
income under section 103(a)(1) of such
Code. Before the execution of any Loan
Note Guarantee, the lender will furnish
FmHA or its successor agency under
Public Law 103-354 evidence regarding
interest on bonds being taxable for
Federal income tax purposes. Such evi-
dence may be in the form of an un-
qualified opinion of a recognized bond
counsel or a ruling from the Internal
Revenue Service. Guaranteed loans to
public bodies can only be used for con-
structing and equipping industrial
plants for lease to private businesses
engaged in industrial manufacturing
and does not provide funds for debt re-
financing, working capital and other
miscellaneous fees, charges or services.
The lessee will have to provide nec-
essary capital and sufficient financial
strength to provide for a sound project.

(b) If FmHA or its successor agency
under Public Law 103-354 and the appli-
cant agree that a guaranteed lender is
not available, the application may be
considered for an insured loan under
the provisions of §1980.481 of this sub-
part.
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Administrative

The lender is responsible for notifying the
FmHA or its successor agency under Public
Law 103-354 of the taxability of the proposed
bond issue.

§1980.489 [Reserved]

§1980.490 Business
buydown loans.

(a) Introduction. This section contains
regulations for the Business and Indus-
try Buydown (BIB) loan program. The
purpose of this program is to provide
loan guarantees with reduced interest
rates to the borrowers, under the au-
thority of Public Law 103-50 (107 Stat.
241). All provisions of Subparts A and E
of this part apply to BIB loans except
as provided in this section. All forms
used in connection with a BIB loan will
be those used with other B&I loans, ex-
cept as provided in this section.

(b) Location of applicants. Businesses
eligible for BIB loans shall be located
within the area covered by the Presi-
dential disaster declaration related to
Hurricanes Andrew or Iniki or T'yphoon
Omar.

(c) Interest rate. (1) If the interest rate
charged by the lender (note rate) on a
BIB loan is a variable rate in accord-
ance with §1980.423 of this subpart, the
base rate must be the prime rate as
published in the Wall Street Journal
and the note rate must not exceed the
prime rate as published in the Wall
Street Journal by more than 100 basis
points. If the note rate is fixed, it must
not exceed by more than 100 basis
points the prime rate as published in
the Wall Street Journal on the day the
Loan Note Guarantee is issued.

(2) The note rate for a BIB loan must
be the same for the entire loan, includ-
ing both the guaranteed and
unguaranteed portion.

(d) Interest rate buydown. (1) To be eli-
gible for a BIB loan, the business must
provide evidence and the lender and
FmHA or its successor agency under
Public Law 103-354 must determine
that, at least for the first year of the
loan, the business will not have ade-
quate cash flow to meet all of its finan-
cial obligations including the required
payments on the proposed loan at the
note rate, but that it can meet all obli-
gations if the interest rate is reduced
by 100 basis points.

and industry
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(2) During the first year after a Loan
Note Guarantee is issued for a BIB
loan, FmHA or its successor agency
under Public Law 103-354 will pay one
percentage point of interest on the
loan directly to the lender, thereby re-
ducing the interest due from the bor-
rower by this amount. This interest
payment shall be applied to both the
guaranteed and unguaranteed portion
of the loan pro ratably according to
FmHA or its successor agency under
Public Law 103-354 regulations.

(3) Interest payments by FmHA or its
successor agency under Public Law 103—
354 may continue in subsequent years if
the borrower’s cash flow is insufficient
to pay all obligations including the re-
quired payments on the proposed loan
at the note rate. On or about each
yearly anniversary of the promissory
note the lender may submit a request
to FmHA or its successor agency under
Public Law 103-354 for continued inter-
est payments, along with current profit
and loss and cash flow statements and
cash flow projections to show that the
continued payments are needed for an-
other year. FmHA or its successor
agency under Public Law 103-354 will
promptly review the material sub-
mitted, determine whether the contin-
ued interest payments by FmHA or its
successor agency under Public Law 103-
354 are needed to provide for sufficient
cash flow in the coming year, and no-
tify the lender in writing of the deter-
mination. Once interest payments by
FmHA or its successor agency under
Public Law 103-354 are terminated be-
cause the borrower’s cash flow is deter-
mined to be sufficient to pay the note
rate, such payments will not be made
in subsequent years even if the cash
flow decreases.

(4) This section does not authorize in-
terest payments by FmHA or its suc-
cessor agency under Public Law 103-354
on B&I loans other than those ap-
proved under this section. To be eligi-
ble for interest payments by FmHA or
its successor agency under Public Law
103-354, the loan must be designated as
a BIB loan when approved and funded
from funds authorized by Public Law
103-50.

(e) Duration of BIB loan program. No
BIB loan will be obligated after Sep-
tember 30, 1994.
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