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by anyone but the guarantor will am-
ortize the original principal balance 
(and interest accruing on it) of the U.S. 
note to the same extent that it amor-
tizes the guaranteed note. The U.S 
note will, among other things, contain 
provisions for adding to its principal 
balance all amounts the Program ad-
vances, or expenses it incurs, to pro-
tect the U.S. or accommodate the 
notemaker. 

(3) Security documents. The Division 
will, at a minimum, require a pledge of 
all project property (or adequate sub-
stitute collateral). The Division will 
require such other security as it deems 
the circumstances of each notemaker 
and project require to protect the U.S. 
All security documents will secure the 
U.S. note. The security documents will, 
among other things, contain provisions 
for adding to the U.S. note all Program 
advances, expenditures, and expenses 
required to protect the U.S. or accom-
modate the notemaker. 

(4) Recourse. Significant Program re-
liance, as a secondary means of repay-
ment, on the net worths of parties 
other than the notemaker will ordi-
narily require secured recourse against 
those net worths. Recourse may be by 
a repayment guarantee or irrevocable 
letter of credit. Ordinarily, the Divi-
sion will require recourse against: All 
major shareholders of a closely-held 
corporate notemaker, the parent cor-
poration of a subsidiary corporate 
notemaker without substantial pledged 
assets other than the project property, 
and all major limited partners. The Di-
vision may also require recourse 
against others it deems necessary to 
protect the U.S. The principal parties 
in interest, who ultimately stand most 
to benefit from the project, should or-
dinarily be held financially account-
able for the project’s performance. 
Where otherwise appropriate recourse 
is unavailable, the conservatively pro-
jected net liquidating value of the 
notemaker’s assets pledged to the Pro-
gram must, in the Division’s credit 
judgment, substantially exceed all pro-
jected Program exposure. 

(c) Dual-use CCF. For a vessel, the Di-
vision may require annually depositing 
some portion of the project property’s 
net income into a dual-use CCF. A 
dual-use CCF provides the normal CCF 

tax-deferral benefits, but also both 
gives the Program control of CCF with-
drawals and recourse against CCF de-
posits and ensures an emergency refur-
bishing reserve (tax-deferred) for 
project property. 

§ 253.13 Ability and experience re-
quirements. 

A notemaker and the majority of its 
principals must generally have the 
ability, experience, resources, char-
acter, reputation, and other qualifica-
tions the Division deems necessary for 
successfully operating the project 
property and protecting the U.S. The 
Program will ordinarily not provide 
guarantees: For venture capital pur-
poses; to a notemaker whose principals 
are all from outside the industry; or for 
a notemaker the majority of whose 
principals cannot document successful 
industry ability and experience of a du-
ration, degree, and nature consistent 
with protecting the U.S. 

§ 253.14 Economic and financial re-
quirements. 

(a) Income and expense projections. The 
Division’s conservative income and ex-
pense projections for the project prop-
erty’s operation must prospectively in-
dicate net earnings that can service all 
debt, properly maintain the project 
property, and protect the U.S. against 
the industry’s cyclical economics and 
other risks of loss. 

(b) Working capital. The Division’s 
conservative assessment of an appli-
cant’s financial condition must indi-
cate initial working capital prospec-
tively sufficient to provide for the 
project property to achieve net earn-
ings projections, fund all foreseeable 
contingencies, and protect the U.S. At 
the Division’s discretion, some portion 
of projected working capital needs may 
be met by something other than cur-
rent assets minus current liabilities 
(i.e., by a line or letter of credit, non-
current assets readily capable of gener-
ating working capital, a guarantor 
with sufficient financial resources, 
etc.). 

(c) Audited financial statements. These 
will ordinarily be required for any 
notemaker with large or financially ex-
tensive operations whose financial con-
dition the Division believes it cannot 
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