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willing to extend the requested financ-
ing without a BIA guaranty or insur-
ance coverage.

§103.5 What size loan will BIA guar-
antee or insure?

BIA can guarantee or insure a loan or
combination of loans of up to $500,000
for an individual Indian, or more for an
acceptable Indian business entity,
Tribe, or tribal enterprise involving
two or more persons. No individual In-
dian may have an outstanding prin-
cipal balance of more than $500,000 in
guaranteed or insured loans at any
time. BIA can limit the size of loans it
will guarantee or insure, depending on
the resources BIA has available.

§103.6 To what extent will BIA guar-
antee or insure a loan?

(a) BIA can guarantee up to 90 per-
cent of the unpaid principal and ac-
crued interest due on a loan.

(b) BIA can insure up to the lesser of:

(1) 90 percent of the unpaid principal
and accrued interest due on a loan; or

(2) 15 percent of the aggregate out-
standing principal amount of all loans
the lender has insured under the Pro-
gram as of the date the lender makes a
claim under its insurance coverage.

(c) BIA’s guaranty certificate or loan
insurance agreement should reflect the
lowest guaranty or insurance percent-
age rate that satisfies the lender’s risk
management requirements.

(@) Absent exceptional cir-
cumstances, BIA will allow no more
than:

(1) Two simultaneous guarantees
under the Program covering out-
standing loans from the same lender to
the same borrower; or

(2) One loan guaranty under the Pro-
gram when the lender simultaneously
has one or more outstanding loans in-
sured under the Program to the same
borrower.

§103.7 Must the borrower have equity
in the business being financed?

The borrower must be projected to
have at least 20 percent equity in the
business being financed, immediately
after the loan is funded. If a substan-
tial portion of the loan is for construc-
tion or renovation, the borrower’s eq-
uity may be calculated based upon the
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reasonable estimated value of the bor-
rower’s assets after completion of the
construction or renovation.

§103.8 Is there any cost for a BIA
guaranty or insurance coverage?

BIA charges the lender a premium for
a guaranty or insurance coverage.

(a) The premium is:

(1) Two percent of the portion of the
original loan principal amount that
BIA guarantees; or

(2) One percent of the portion of the
original loan principal amount that
BIA insures, without considering the 15
percent aggregate outstanding prin-
cipal limitation on the lender’s insured
loans.

(b) Lenders may pass the cost of the
premium on to the borrower, either by
charging a one-time fee or by adding
the cost to the principal amount of the
borrower’s loan. Adding the premium
to the principal amount of the loan
will not make any further premium
due. BIA will guarantee or insure the
additional principal to the same extent
as the original approved principal
amount.

Subpart B—How a Lender Obtains
a Loan Guaranty or Insurance
Coverage

§103.9 Who applies to BIA under the
Program?

The lender is responsible for deter-
mining whether it will require a BIA
guaranty or insurance coverage, based
upon the loan application it receives
from an eligible borrower. If the lender
requires a BIA guaranty or insurance
coverage, the lender is responsible for
completing and submitting a guaranty
application or complying with a loan
insurance agreement under the Pro-
gram.

§103.10 What lenders
under the Program?

are eligible
(a) Except as specified in paragraph
(b) of this section, a lender is eligible
under the Program, and may be consid-
ered for BIA approval, if the lender is:
(1) Regularly engaged in the business
of making loans;
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(2) Capable of evaluating and serv-
icing loans in accordance with reason-
able and prudent industry standards;
and

(3) Otherwise reasonably acceptable
to BIA.

(b) The following Ilenders are not
qualified to issue loans under the Pro-
gram:

(1) An agency or instrumentality of
the Federal Government;

(2) A lender that borrows money from
any Federal Government source, other
than the Federal Reserve Bank Sys-
tem, for purposes of relending;

(3) A lender that does not include the
interest on loans it makes in gross in-
come, for purposes of chapter 1, title 26
of the United States Code; and

(4) A lender that does not keep any
ownership interest in loans it origi-
nates.

§103.11 How does BIA approve lenders
for the Program?

(a) BIA approves each lender by en-
tering into a loan guaranty agreement
and/or a loan insurance agreement with
it. BIA may provide up to three dif-
ferent levels of approval for a lender
making guaranteed loans, depending on
factors such as:

(1) The number of loans the lender
makes under the Program;

(2) The total principal balance of the
lender’s Program loans;

(3) The number of years the lender
has been involved with the Program;

(4) The relative benefits and opportu-
nities the lender has given to Indian
business efforts through the Program;
and

(5) The lender’s historical compliance
with Program requirements.

(b) BIA will consider a lender’s loan
guaranty agreement and/or loan insur-
ance agreement suspended as of:

(1) The effective date of a change in
the lender’s corporate structure;

(2) The effective date of a merger be-
tween the lender and any other entity,
when the lender is not the surviving
entity; or

(3) The start of any legal proceeding
in which substantially all of the lend-
er’s assets may be subject to disposi-
tion through laws governing bank-
ruptcy, insolvency, or receivership.
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(c) A change in a lender’s name, with-
out any other change specified under
paragraph (b) of this section, will not
cause a suspension of the lender’s loan
guaranty agreement and/or loan insur-
ance agreement. The lender should no-
tify BIA of its name change as soon as
possible.

(d) If a lender’s loan guaranty agree-
ment and/or loan insurance agreement
is suspended under paragraph (b) of
this section, the lender, or its suc-
cessor in interest, must enter into a
new loan guaranty agreement and/or
loan insurance agreement with BIA in
order to secure any new BIA loan guar-
antees or insurance coverage.

(e) The suspension of a loan guaranty
agreement and/or loan insurance agree-
ment does not affect the validity of
any guaranty certificate or insurance
coverage in effect before the date of
the suspension. Any such certificate or
insurance coverage will remain gov-
erned by applicable terms of the sus-
pended loan guaranty agreement and/or
loan insurance agreement.

§103.12 How does a lender apply for a
loan guaranty?

To apply for a loan guaranty, a BIA-
approved lender must submit to BIA a
loan guaranty application request
form, together with each of the fol-
lowing:

(a) A written explanation from the
lender indicating why it needs a BIA
guaranty for the loan, and the min-
imum loan guarantee percentage it
will accept;

(b) A copy of the borrower’s complete
loan application;

(c) A description of the borrower’s eq-
uity in the business being financed;

(d) A copy of the lender’s independent
credit analysis of the borrower’s busi-
ness, repayment ability, and loan col-
lateral (including insurance);

(e) An original report from a nation-
ally-recognized credit bureau, dated
within 90 days of the date of the lend-
er’s loan guaranty application package,
outlining the credit history of the bor-
rower, and to the extent permitted by
law, each co-maker or guarantor of the
loan (if any);

(f) A copy of the lender’s loan com-
mitment letter to the borrower, show-
ing at a minimum the proposed loan
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