§3575.25

bonds until tax revenues are available
for payment, but not for more than 2
years unless a longer period is ap-
proved by the Agency’s National Office;
and interest on interim financing.

(iii) Costs of acquiring interest in
land; rights such as water rights,
leases, permits, rights-of-way, and
other evidence of land or water control
necessary for development of the facil-
ity.

(iv) Purchasing or renting equipment
necessary to install, maintain, extend,
protect, operate, or utilize facilities.

(v) Initial operating expenses for a
period ordinarily not exceeding 1 year
when the borrower is unable to pay
such expenses.

(vi) Refinancing debts incurred by, or
on behalf of, a community when all of
the following conditions exist:

(A) The debts being refinanced are
less than 50 percent of the total loan,

(B) The debts were incurred for the
facility or service being financed or
any part thereof (such as interim fi-
nancing, construction expenses, etc.),
and

(C) Arrangements cannot be made
with the creditors to extend or modify
the terms of the debts so that a sound
basis will exist for making a loan.

(4) To pay obligations for construc-
tion incurred prior to filing a
preapplication and application with
the Agency. Construction work must
not be started (and obligations for such
work or materials must not be in-
curred) before the Conditional Commit-
ment for Guarantee is issued. If there
are compelling reasons for proceeding
with construction before the Condi-
tional Commitment for Guarantee is
issued, lenders may request Agency ap-
proval to pay such obligations and not
jeopardize a guarantee from the Agen-
cy. Such request must comply with the
following:

(i) Provide conclusive evidence that
the contract was entered into without
intent to circumvent the Agency regu-
lations. However, the Agency is not re-
quired or obligated to pay a loss unless
a written guarantee is issued,

(ii) Modify the outstanding contract
to conform with the provisions of this
subpart. Where this is not possible,
modifications will be made to the ex-
tent practicable and, as a minimum,
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the contract must comply with all
State and local laws and regulations as
well as statutory requirements and ex-
ecutive orders related to the Agency fi-
nancing. When construction is com-
plete and it is impracticable to modify
the contract, the borrower and lender
must provide the certification required
by paragraph (b)(4)(iii) of this section,

(iii) Provide a certification by an en-
gineer or architect that any construc-
tion performed complies fully with the
plans and specifications, and

(iv) The borrower and the contractor
must have complied with all statutory
and executive order requirements re-
lated to Agency financing for construc-
tion already performed even though
the requirements may not have been
included in the contract documents.

§3575.25 Ineligible loan purposes.

Loan funds may not be used to fi-
nance:

(a) Properties to be used for commer-
cial rental when the borrower has no
control over tenants and services of-
fered except for industrial-site infra-
structure development,

(b) Facilities primarily for the pur-
pose of housing Federal or State agen-
cies,

(c) Community antenna television
services or facilities,

(d) Telephone systems,

(e) Facilities which are not modest in
size, design, and cost,

(f) Finder’s and packager’s fees,

(g9) Projects located within the Coast-
al Barriers Resource System that do
not qualify for an exception as defined
in section 6 of the Coastal Barriers Re-
source Act, 16 U.S.C. 3501 et seq. (avail-
able in any Agency office),

(h) New combined sanitary and storm
water sewer facilities, or

(i) Projects that are located in a spe-
cial flood or mudslide hazard area as
designated by the Federal Emergency
Management Agency in a community
that is not participating in the Na-
tional Flood Insurance Program.

§3575.26 [Reserved]

§3575.27 Eligible lenders.

(a) Eligible lenders. Eligible lenders
(as defined in this section) may partici-
pate in the loan guarantee program.
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