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(1) Assignment Guarantee Agreement. If 
the lender assigns the guaranteed por-
tion of the loan to a holder, the lender, 
holder, and the Agency must execute 
the Assignment Guarantee Agreement; 

(2) Certificate of Incumbency. If re-
quested by the lender, the Agency will 
provide the lender with a copy of Form 
RD 4279–7, ‘‘Certificate of Incumbency 
and Signature,’’ with the signature and 
title of the Agency official responsible 
for signing the Loan Note Guarantee, 
Lender’s Agreement, and Assignment 
Guarantee Agreement; 

(3) Copies of legal loan documents; 
and 

(4) Disbursement plan, if working 
capital is a purpose of the project. 

§ 4280.148 Refusal to execute Loan 
Note Guarantee. 

If the Agency determines that it can-
not execute the Loan Note Guarantee, 
§ 4279.187 of this chapter will apply. 

§ 4280.149 Requirements after project 
construction. 

Once the project has been con-
structed, the lender must provide the 
Agency periodic reports from the bor-
rower. The borrower’s reports will in-
clude the information specified in para-
graphs (a) and (b) of this section, as ap-
plicable. 

(a) Renewable energy projects. For re-
newable energy projects, commencing 
the first full calendar year following 
the year in which project construction 
was completed and continuing for 3 full 
years, provide a report detailing the in-
formation specified in paragraphs (a)(1) 
through (7) of this section. 

(1) The actual amount of energy pro-
duced in BTUs, kilowatt-hours, or 
similar energy equivalents. 

(2) If applicable, documentation that 
any identified health and/or sanitation 
problem has been solved. 

(3) The annual income and/or energy 
savings of the renewable energy sys-
tem. 

(4) A summary of the cost of oper-
ating and maintaining the facility. 

(5) A description of any maintenance 
or operational problems associated 
with the facility. 

(6) Recommendations for develop-
ment of future similar projects. 

(7) Actual jobs created or saved. 

(b) Energy efficiency improvement 
projects. For energy efficiency improve-
ment projects, commencing the first 
full calendar year following the year in 
which project construction was com-
pleted and continuing for 2 full years, 
provide a report detailing the actual 
amount of energy saved due to the en-
ergy efficiency improvements. 

§ 4280.150 Insurance requirements. 
Each borrower must obtain the insur-

ance required in § 4280.113. The coverage 
required by this section must be main-
tained for the life of the loan unless 
this requirement is waived or modified 
by the Agency in writing. 

§ 4280.151 Laws that contain other 
compliance requirements. 

Each lender and borrower must com-
ply with the requirements specified in 
§ 4280.114(d), §§ 4279.58, and 4279.156(c) 
and (d) of this chapter. 

§ 4280.152 Servicing guaranteed loans. 
The lender must service the entire 

loan and must remain mortgagee and 
secured party of record notwith-
standing the fact that another party 
may hold a portion of the loan. The en-
tire loan must be secured by the same 
security with equal lien priority for 
the guaranteed and unguaranteed por-
tions of the loan. The unguaranteed 
portion of a loan will neither be paid 
first nor given any preference or pri-
ority over the guaranteed portion of 
the loan. 

(a) Routine servicing. Comply with 
§ 4287.107 of this chapter, except that all 
notifications from the lender to the 
Agency shall be in writing and all ac-
tions by the lender in servicing the en-
tire loan must be consistent with the 
servicing actions that a reasonable, 
prudent lender would perform in serv-
icing its own portfolio. 

(b) Interest rate adjustments. Comply 
with § 4287.112 of this chapter, except 
that under § 4287.112(a)(3) of this chap-
ter the interest rates, after adjust-
ments, must comply with the require-
ments for interest rates on new loans 
as established by § 4280.124. 

(c) Release of collateral. (1) Collateral 
may only be released in accordance 
with § 4287.113(a) and (b) of this chapter 
and paragraph (c)(2) of this section. 

VerDate Aug<31>2005 12:58 Mar 03, 2008 Jkt 214026 PO 00000 Frm 00783 Fmt 8010 Sfmt 8010 Y:\SGML\214026.XXX 214026eb
en

th
al

l o
n 

P
R

O
D

P
C

74
 w

ith
 C

F
R



774 

7 CFR Ch. XLII (1–1–08 Edition) § 4280.153 

(2) Within the parameters of para-
graph (c)(1) of this section, lenders 
may, over the life of the loan, release 
collateral (other than personal and cor-
porate guarantees) with a cumulative 
value of up to 20 percent of the original 
loan amount without Agency concur-
rence, if the proceeds generated are 
used to reduce the guaranteed loan or 
to buy replacement collateral or real 
estate equal to or greater than the col-
lateral being replaced. 

(d) Subordination of lien position. All 
subordinations of the lender’s lien posi-
tion must comply with § 4287.123 of this 
chapter. 

(e) Alterations of loan instruments. All 
alterations of loan instruments must 
comply with § 4287.124 of this chapter. 

(f) Loan transfer and assumption. All 
loan transfers and assumptions must 
comply with § 4287.134(c), (d), (f), (g), 
and (i) through (k) of this chapter in 
addition to the following: 

(1) Documentation of request. All 
transfers and assumptions must be ap-
proved in writing by the Agency and 
must be to eligible applicants in ac-
cordance with § 4280.121. An individual 
credit report must be provided for 
transferee proprietors, partners, of-
fices, directors, and stockholders with 
20 percent or more interest in the busi-
ness, along with such other documenta-
tion as the Agency may request to de-
termine eligibility. 

(2) Terms. Loan terms must not be 
changed unless the change is approved 
in writing by the Agency with the con-
currence of any holder and the trans-
feror (including guarantors), if they 
have not been or will not be released 
from liability. Any new loan terms 
must be within the terms authorized 
by § 4280.125. The lender’s request for 
approval of new loan terms will be sup-
ported by an explanation of the reasons 
for the proposed change in loan terms. 

(3) Additional loans. Loans to provide 
additional funds in connection with a 
transfer and assumption must be con-
sidered as a new loan application under 
§ 4280.128. 

(4) Loss resulting from transfer. If a 
loss should occur upon consummation 
of a complete transfer and assumption 
for less than the full amount of the 
debt and the transferor (including per-
sonal guarantors) is released from li-

ability, the lender, if it holds the guar-
anteed portion, may file Form RD 449– 
30, ‘‘Loan Note Guaranteed Loss of Re-
port,’’ to recover its pro rata share of 
the actual loss. If a holder owns any of 
the guaranteed portion, such portion 
must be repurchased by the lender or 
the Agency in accordance with 
§ 4279.78(c) of this chapter. In com-
pleting the report of loss, the amount 
of the debt assumed will be entered as 
net collateral (recovery). Approved 
protective advances and accrued inter-
est thereon made during the arrange-
ment of a transfer and assumption will 
be included in the calculations. 

§ 4280.153 Substitution of lender. 
(a) All substitutions of lenders must 

comply with § 4287.135(a)(2) and (b) of 
this chapter and paragraph (b) of this 
section. 

(b) The Agency may approve the sub-
stitution of a new lender if the pro-
posed substitute lender: 

(1) Is an eligible lender in accordance 
with § 4280.130; 

(2) Is able to service the loan in ac-
cordance with the original loan docu-
ments; and 

(3) Acquires title to the 
unguaranteed portion of the loan held 
by the original lender and assumes all 
original loan requirements, including 
liabilities and servicing responsibil-
ities. 

§ 4280.154 Default by borrower. 
If the loan goes into default, the 

lender must comply with § 4287.145 of 
this chapter. 

§ 4280.155 Protective advances. 
All protective advances made by the 

lender must comply with § 4287.156 of 
this chapter. 

§ 4280.156 Liquidation. 
All liquidations must comply with 

§ 4287.157 of this chapter, except as fol-
lows: 

(a) Under § 4287.157(d)(13) of this chap-
ter, whenever $200,000 is used substitute 
$100,000; and 

(b) Under § 4287.157(d)(13) of this chap-
ter, replace the sentence ‘‘The ap-
praisal shall consider this aspect’’ with 
‘‘Both the estimate and the appraisal 
shall consider this aspect.’’ 
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