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§ 1000.414 How is an issuer’s financial 
capacity demonstrated? 

An issuer must demonstrate its fi-
nancial capacity to: 

(a) Meet its obligations; and 
(b) Protect and maintain the viabil-

ity of housing developed or operated 
pursuant to the 1937 Act.

§ 1000.416 What is a repayment con-
tract in a form acceptable to HUD? 

(a) The Secretary’s signature on a 
contract shall signify HUD’s accept-
ance of the form, terms and conditions 
of the contract. 

(b) In loans under title VI of 
NAHASDA, involving a contract be-
tween an issuer and a lender other than 
HUD, HUD’s approval of the loan docu-
ments and guarantee of the loan shall 
be deemed to be HUD’s acceptance of 
the sufficiency of the security fur-
nished. No other security can or will be 
required by HUD at a later date.

§ 1000.418 Can grant funds be used to 
pay costs incurred when issuing 
notes or other obligations? 

Yes. Other costs that can be paid 
using grant funds include but are not 
limited to the costs of servicing and 
trust administration, and other costs 
associated with financing of debt obli-
gations.

§ 1000.420 May grants made by HUD 
under section 603 of NAHASDA be 
used to pay net interest costs in-
curred when issuing notes or other 
obligations? 

Yes. Other costs that can be paid 
using grant funds include but are not 
limited to the costs of servicing and 
trust administration, and other costs 
associated with financing of debt obli-
gations, not to exceed 30 percent of the 
net interest cost.

§ 1000.422 What are the procedures for 
applying for loan guarantees under 
title VI of NAHASDA? 

(a) The borrower applies to the lender 
for a loan using a guarantee applica-
tion form prescribed by HUD. 

(b) The lender provides the loan ap-
plication to HUD to determine if funds 
are available for the guarantee. HUD 
will reserve these funds for a period of 
90 days if the funds are available and 

the applicant is otherwise eligible 
under this subpart. HUD may extend 
this reservation period for an extra 90 
days if additional documentation is 
necessary. 

(c) The borrower and lender negotiate 
the terms and conditions of the loan in 
consultation with HUD. 

(d) The borrower and lender execute 
documents. 

(e) The lender formally applies for 
the guarantee. 

(f) HUD reviews and provides a writ-
ten decision on the guarantee.

§ 1000.424 What are the application re-
quirements for guarantee assist-
ance under title VI of NAHASDA? 

The application for a guarantee must 
include the following: 

(a) An identification of each of the 
activities to be carried out with the 
guaranteed funds and a description of 
how each activity qualifies as an af-
fordable housing activity as defined in 
section 202 of NAHASDA. 

(b) A schedule for the repayment of 
the notes or other obligations to be 
guaranteed that identifies the sources 
of repayment, together with a state-
ment identifying the entity that will 
act as the borrower. 

(c) A copy of the executed loan docu-
ments, if applicable, including, but not 
limited to, any contract or agreement 
between the borrower and the lender. 

(d) Certifications by the borrower 
that: 

(1) The borrower possesses the legal 
authority to pledge and that it will, if 
approved, make the pledge of grants re-
quired by section 602(a)(2) of 
NAHASDA. 

(2) The borrower has made efforts to 
obtain financing for the activities de-
scribed in the application without use 
of the guarantee; the borrower will 
maintain documentation of such ef-
forts for the term of the guarantee; and 
the borrower cannot complete such fi-
nancing consistent with the timely 
execution of the program plans without 
such guarantee. 

(3) It possesses the legal authority to 
borrow or issue obligations and to use 
the guaranteed funds in accordance 
with the requirements of this subpart.
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