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cash flow, security, history, and man-
agement capabilities. Financial feasi-
bility reports must take into consider-
ation any interest rate adjustment
which may be instituted under the
terms of the note. The lender’s finan-
cial credit analysis may also serve as
the feasibility analysis when sufficient
evidence is included to determine eco-
nomic feasibility as well as financial
viability. The borrower’s consulting
engineer may complete the financial
feasibility analysis for WW systems. If
the facility is used by businesses and
the success or failure of the facility is
dependent on individual businesses,
then the economic viability of those
businesses must be assessed.

(a) Exceptions. The Agency loan ap-
proval official may exempt the lender
from the requirement for an inde-
pendent financial feasibility report
(when requested by the borrower and
the lender) provided the approval offi-
cial determines that the financial fea-
sibility analysis prepared by the bor-
rower fairly represents the financial
feasibility of the facility and the finan-
cial feasibility analysis contains an ac-
curate projection of the usage, reve-
nues, and expenses of the facility.

(b) Insufficient information. When the
lender or Agency has insufficient infor-
mation to determine the borrower’s re-
payment ability, an independent feasi-
bility analysis is required.

§1779.48 Collateral.

(a) Lender responsibility. The lender is
responsible for obtaining and maintain-
ing proper and adequate collateral to
protect the interest of the lender, the
holder, and the Government.

(b) Type of collateral. Collateral must
be of such a nature that repayment of
the loan is reasonably ensured when
considered with the integrity and abil-
ity of project management, soundness
of the project, and the borrower’s pro-
spective earnings. The collateral may
include, but is not limited to, the fol-
lowing: General obligation bonds, rev-
enue bonds, pledge of taxes or assess-
ments, assignment of facility revenue,
land, easements, rights-of-way, water
rights, buildings, machinery, equip-
ment, accounts receivable, contracts,
cash, or other accounts or assignments
of leases or leasehold interest.

§1779.52

(c) Separate collateral. All collateral
must secure the entire loan. The lender
will not take separate security to se-
cure only the unguaranteed portion of
the loan. The lender will not require
compensating balances or certificates
of deposit as a means of eliminating

the lender’s exposure on the
unguaranteed portion of the loan.
§81779.49-1779.51 [Reserved]
§1779.52 Processing.

(a) Preapplications. 1) The

preapplication package may be sub-
mitted either alone or the necessary
information may be submitted simul-
taneously with the application. The
preapplication package will contain:

(i) An Application for Federal Assist-
ance on a form provided by the Agency
(available in any Agency office);

(ii) State intergovernmental or other
type review comments and rec-
ommendations for the borrower’s
project (clearinghouse comments, if ap-
plicable);

(iii) Supporting documentation nec-
essary to make an eligibility deter-
mination such as financial statements,
audits, copies of organizational docu-
ments, or existing debt instruments;
and

(iv) Documentation of lender eligi-
bility in accordance with §1779.27.

(2) If the Agency determines that the
project may meet requirements and is
likely to be funded, the lender must
submit a complete application if it has
not previously submitted one.

(b) Applications. Contents of applica-
tion package:

(1) Application for Loan and Guar-
antee on a form prescribed by the
Agency (available in any Agency of-
fice);

(2) Proposed loan agreement;

(3) Environmental Report. (See RUS
Bulletin 1794A-602; this document is
available in any Agency State Office or
online at http:/www.usda.gov/rus/
water/ees/index.htm);

(4) Preliminary architectural or engi-
neering report (PER);

(5) Cost estimates;

(6) Appraisal reports (as appropriate);

(7) Credit reports (as appropriate);
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