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other fees for services rendered by pro-
fessionals. Professionals are generally
persons licensed by States or accredita-
tion associations, such as engineers,
architects, lawyers, accountants, and
appraisers. The maximum amount of
fee will be what is reasonable and cus-
tomary in the community or region
where the project is located. Any such
fees are to be fully documented and
justified.

(12) Hotels, motels, tourist homes,
bed and breakfast establishments, con-
vention centers, and other tourist and
recreational facilities except as prohib-
ited by §4274.319.

(13) Educational institutions.

(14) Revolving lines of credit: Pro-
vided,

(i) The portion of the intermediary’s
total IRP revolving fund that is com-
mitted to or in use for revolving lines
of credit will not exceed 25 percent at
any time;

(ii) All ultimate recipients receiving
revolving lines of credit will be re-
quired to reduce the outstanding bal-
ance of the revolving line of credit to
zero at least one time each year;

(iii) All revolving lines of credit will
be approved by the intermediary for a
specific maximum amount and for a
specific maximum time period, not to
exceed two years;

(iv) The intermediary will provide a
detailed description, which will be in-
corporated into the intermediary’s
work plan and be subject to Agency ap-
proval, of how the revolving lines of
credit will be operated and managed.
The description will include evidence
that the intermediary has an adequate
system for:

(A) Interest calculations on varying
balances, and

(B) Monitoring and control of the ul-
timate recipients’ cash, inventory, and
accounts receivable; and

(v) If, at any time, the Agency deter-
mines that an intermediary’s operation
of revolving lines of credit is causing
excessive risk of loss for the inter-
mediary or the Government, the Agen-
cy may terminate the intermediary’s
authority to use the IRP revolving
fund for revolving lines of credit. Such
termination will be by written notice
and will prevent the intermediary from
approving any new lines of credit or ex-

§4274.319

tending any existing revolving lines of
credit beyond the effective date of ter-
mination contained in the notice.

§§4274.315-4274.318 [Reserved]

§4274.319 Ineligible loan purposes.

Agency IRP loan funds may not be
used for payment of the intermediary’s
administrative costs or expenses. The
IRP revolving fund may not be used
for:

(a) Assistance in excess of what is
needed to accomplish the purpose of
the ultimate recipient’s project .

(b) Distribution or payment to the
owner, partners, shareholders, or bene-
ficiaries of the ultimate recipient or
members of their families when such
persons will retain any portion of their
equity in the ultimate recipient.

(¢c) Charitable institutions that would
not have revenue from sales or fees to
support the operation and repay the
loan, churches, organizations affiliated
with or sponsored by churches, and fra-
ternal organizations.

(d) Assistance to government em-
ployees, military personnel, or prin-
cipals or employees of the inter-
mediary or organizations for which
such persons are directors or officers or
in which they have ownership of 20 per-
cent or more.

(e) A loan to an ultimate recipient
which has an application pending with
or a loan outstanding from another
intermediary involving an IRP revolv-
ing fund if the total IRP loans would
exceed the limits established in
§4274.331(b).

(f) Agricultural production.

(g) The transfer of ownership unless
the loan will keep the business from
closing, or prevent the loss of employ-
ment opportunities in the area, or pro-
vide expanded job opportunities.

(h) Community antenna television
services or facilities.

(i) Any illegal activity.

(j) Any project that is in violation of
either a Federal, State, or local envi-
ronmental protection law or regulation
or an enforceable land use restriction
unless the assistance given will result
in curing or removing the violation.

(k) Lending and investment institu-
tions and insurance companies.
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§4274.320

(1) Golf courses, race tracks, or gam-
bling facilities.

§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 re-
payment over a term negotiated by the
intermediary and ultimate recipient.
The term must be reasonable and pru-
dent 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]

§4274.325 Interest rates.

(a) Loans made by the Agency pursu-
ant 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 inter-
mediaries 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 administra-
tive costs.

§4274.326

(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 con-
dition, work plan, and management
ability. It is the responsibility of the
intermediary to make loans to ulti-
mate recipients in such a manner that
will fully protect the interests of the
intermediary and the Government.

Security.

7 CFR Ch. XLII (1-1-01 Edition)

(1) Security for such loans may in-
clude, but is not limited to:

(i) Any realty, personalty, or intan-
gible capable of being mortgaged,
pledged, or otherwise encumbered by
the intermediary in favor of the Agen-
cy; and

(ii) Any realty, personalty, or intan-
gible 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 in-
vestments, notes receivable from ulti-
mate recipients, and the
intermediary’s security interest in col-
lateral pledged by ultimate recipients.
Except for good cause shown, the Agen-
cy will not obtain assignments of spe-
cific assets at the time a loan is made
to an intermediary or ultimate recipi-
ent. 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 lend-
er, the intermediary will provide addi-
tional security, execute any additional
documents, and undertake any reason-
able acts the Agency may request to
protect the Agency’s interest or to per-
fect a security interest in any asset, in-
cluding physical delivery of assets and
specific assignments to the Agency. All
debt instruments and collateral docu-
ments used by an intermediary in con-
nection with loans to ultimate recipi-
ents must be assignable.

(b) Ultimate recipients. Security for a
loan from an intermediary’s IRP re-
volving fund to an ultimate recipient
will be negotiated between the inter-
mediary and ultimate recipient, within
the general security policies estab-
lished by the intermediary and ap-
proved by the Agency.

§8§4274.327-4274.330 [Reserved]

§4274.331 Loan limits.

(a) Intermediary. (1) No loan to an
intermediary will exceed the maximum
amount the intermediary can reason-
ably be expected to lend to eligible ul-
timate recipients, in an effective and
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