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Subpart A—General Provisions

§3565.1 Purpose.

The purpose of the Guaranteed Rural
Rental Housing Program (GRRHP) is
to increase the supply of affordable
rural rental housing, through the use
of loan guarantees that encourage
partnerships between the Rural Hous-
ing Service, private lenders and public
agencies.

§3565.2 Applicability and authority.

The regulation prescribes the poli-
cies, authorizations, and procedures for
the guarantee of multifamily loans
under section 538 of the Housing Act of
1949.

§3565.3 Definitions.

Administrator. The Administrator of
the Rural Housing Service, or his or
her designee.

Agency. The Rural Housing Service,
Or a successor agency.

Allowable claim amount. The total
losses incurred by the lender, as cal-
culated pursuant to subpart J of this
part.

Applicable Federal Rate (AFR). The in-
terest rate set by the federal govern-
ment for federal financing programs
pursuant to section 42 of the Internal
Revenue Code.

Approved lender. An eligible lender
who has been authorized by the Agency
to originate and service guaranteed
multifamily loans under the program.

Assignment. The delivery by a lender
to the Agency of the note and any
other security instruments securing
the guaranteed loan; and any and all
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liens, interest, or claims the lender
may have against the borrower.

Assistance. Financial assistance in
the form of a loan guarantee or inter-
est credit received from the Agency.

Borrower. The individuals or entities
responsible for repaying the loans.

Claim. The presentation to the Agen-
cy of a demand for payment for losses
incurred on a loan guaranteed under
the program.

Combination construction and perma-
nent loan. The Agency may guarantee a
construction contract which has credit
enhancements to protect the Govern-
ment’s interest. The construction guar-
antee will be converted to a permanent
guarantee when construction is com-
pleted and the requirements contained
in the conditional commitment are
met.

Conditional commitment. The written
commitment by the Agency to guar-
antee a loan subject to the stated
terms and conditions.

Correspondent relationship. A contrac-
tual relationship between an approved
lender and a non-approved lender or
mortgage broker in which the cor-
respondent performs certain origina-
tion, underwriting or servicing func-
tions for the approved lender.

Default. Failure by a borrower to
meet any obligation or term of a loan,
grant, or regulatory agreement, or any
program requirement.

Delinquency. Failure to make a time-
ly payment under the terms of the
promissory note or regulatory agree-
ment.

Department of Housing and Urban De-
velopment (HUD). A federal agency
which may be a partner in some of the
Agency guarantees.

Due diligence. The process of evalu-
ating real estate in the context of a
real estate transaction for the presence
of contamination from release of haz-
ardous substances, petroleum products,
or other environmental hazards and de-
termining what effect, if any, the con-
tamination has on the regulatory sta-
tus or security value of the property.

Eligible borrower. A borrower who
meets the requirements of subpart D of
this part.

Eligible lender. A lender who meets
the requirements of subpart C of this
part or any successor regulation.
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