§307.19

§307.19 RLF loan portfolio Sales and
Securitizations.

EDA may take such actions as appro-
priate to enable an RLF Recipient to
sell or securitize RLF loans, except
that EDA may not issue a Federal
guaranty covering any issued Security.
With prior approval from EDA, an RLF
Recipient may enter into a Sale or a
Securitization of all or a portion of its
RLF loan portfolio, provided:

(a) An RLF Recipient must use all
proceeds from any Sale or
Securitization (net of reasonable trans-
action costs) to make additional RLF
loans;

(b) An RLF Recipient must request
EDA to subordinate its interest in all
or a portion of any RLF loan portfolio
sold or securitized;

(c) No Security collateralized by RLF
loans and other RLF property and of-
fered in a secondary market trans-
action pursuant to a Securitization
shall be treated as an Exempt Security
for purposes of the Securities Act of
1933, as amended (15 U.S.C. T7a et seq.),
or the Securities Exchange Act of 1934,
as amended (156 U.S.C. 78a et seq.) (the
“Exchange Act’’), unless exempted by a
rule or regulation issued by the Com-
mission; and

(d) Except as provided in paragraph
(c), no provision of this section super-
sedes or otherwise affects the applica-
tion of the ‘‘securities laws’ (as such
term is defined in section 3(a)(47) of the
Exchange Act) or the rules, regulations
or orders issued by the Commission or
a self-regulatory organization under
the Commission.

§307.20 Partial liquidation and lig-
uidation upon termination.

(a) Partial liquidation. EDA may re-
quire an RLF Recipient to transfer any
RLF loans that are more than one hun-
dred and twenty (120) days delinquent
to an RLF Third Party for liquidation.

(b) Liquidation upon termination.
When EDA approves the termination of
an RLF Grant, EDA may assign or
transfer assets of the RLF to an RLF
Third Party for liquidation.

(c) Terms. The following terms will
govern any liquidation:

(1) EDA shall have sole discretion in
choosing the RLF Third Party;
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(2) The RLF Third Party may be an
Eligible Applicant or a for-profit orga-
nization not otherwise eligible for In-
vestment Assistance;

(3) EDA may enter into an agreement
with the RLF Third Party to liquidate
the assets of one (1) or more RLFs or
RLF Recipients;

(4) EDA may allow the RLF Third
Party to retain a portion of the RLF
assets, consistent with the agreement
referenced in paragraph (c)(3) of this
section, as reasonable compensation
for services rendered in the liquidation;
and

(56) EDA may require additional rea-
sonable terms and conditions.

(d) Distribution of proceeds. The pro-
ceeds resulting from any liquidation
upon termination shall be distributed
in the following order of priority:

(1) First, for any third party liquida-
tion costs;

(2) Second, for the payment of EDA’s
Federal Share (as defined in §314.5 of
this chapter); and

(3) Third, if any proceeds remain, to
the RLF Recipient.

§307.21 Termination of
Loan Funds.

Revolving

(a) EDA may suspend or terminate an
RLF Grant for cause, including but not
limited to the following reasons:

(1) Failure to operate the RLF in ac-
cordance with the Plan, the RLF Grant
or this part;

(2) Failure to obtain prior EDA ap-
proval for material changes to the
Plan, including provisions for admin-
istering the RLF;

(3) Failure to submit timely progress,
financial and audit reports as required
by the RLF Grant and §307.14; and

(4) Failure to comply with the con-
flicts of interest provisions set forth in
§302.17.

(b) EDA may approve a request from
an RLF Recipient to terminate an RLF
Grant. The RLF Recipient must com-
pensate the Federal government for the
Federal Share of the RLF property, in-
cluding the current value of all out-
standing RLF loans. However, with
EDA’s prior approval, upon a showing
of compelling circumstances, the RLF
Recipient may use for other economic
development activities a portion of
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