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first to the unsecured principal of the
guaranteed portion of the debt and
then to the unsecured interest of the
guaranteed portion of the debt. In the
event a bankruptcy court attempts to
direct the payments to be applied in a
different manner, the lender will im-
mediately notify the Agency servicing
office.

(5) Overpayments. Upon completion of
the reorganization plan, the lender will
provide the Agency with the docu-
mentation necessary to determine
whether the estimated loss paid equals
the actual loss sustained. If the actual
loss sustained as a result of the reorga-
nization is less than the estimated loss,
the lender will reimburse the Agency
for the overpayment plus interest at
the note rate from the date of payment
of the estimated loss. If the actual loss
is greater than the estimated loss pay-
ment, the lender will submit a revised
estimated loss in order to obtain pay-
ment of the additional amount owed by
the Agency to the lender.

(6) Protective advances. If approved
protective advances were made prior to
the borrower having filed bankruptcy,
these protective advances and accrued
interest will be considered in the loss
calculations.

(c) Legal expenses during bankruptcy
proceedings. (1) When a bankruptcy pro-
ceeding results in a liquidation of the
borrower by a trustee, legal expenses
will be handled as directed by the
court.

(2) Chapter 11 pertains to a reorga-
nization of a business contemplating
an ongoing business rather than a ter-
mination and dissolution of the busi-
ness where legal protection is afforded
to the business as defined under Chap-
ter 11 of the Bankruptcy Code. Con-
sequently, expenses incurred by the
lender in a Chapter 11 reorganization
can never be liquidation expenses un-
less the proceeding becomes a Chapter
11 liquidation. If the proceeding should
become a Liquidating 11, reasonable
and customary liquidation expenses
may be deducted from proceeds of col-
lateral as provided in the Lender’s
Agreement. Chapter 7 pertains to a lig-
uidation of the borrower’s assets. If,
and when, liquidation of the borrower’s
assets under Chapter 7 is conducted by
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the bankruptcy trustee, then the lend-
er cannot claim expenses.

§§4287.171-4287.179 [Reserved]

§4287.180 Termination of guarantee.

A guarantee under this part will ter-
minate automatically:

(a) Upon full payment of the guaran-
teed loan;

(b) Upon full payment of any loss ob-
ligation; or

(c) Upon written notice from the
lender to the Agency that the guar-
antee will terminate 30 days after the
date of notice, provided that the lender
holds all of the guaranteed portion and
the Loan Note Guarantee is returned
to the Agency to be canceled.

§§4287.181-4287.199 [Reserved]

§4287.200 OMB control number.

The information collection require-
ments contained in this regulation
have been approved by OMB and have
been assigned OMB control number
0575-0168. Public reporting burden for
this collection of information is esti-
mated to vary from 15 minutes to 8
hours per response, with an average of
4 hours per response, including time for
reviewing the collection of informa-
tion. Send comments regarding this
burden, estimate or any other aspect of
this collection of information, includ-
ing suggestions for reducing this bur-
den to the Department of Agriculture,
Clearance Officer, OIRM, Stop 7630,
Washington, DC 20250. You are not re-
quired to respond to this collection of
information unless it displays a cur-
rently valid OMB control number.
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4290.50 Definition of terms.
Subpart C—Quadlifications for the RBIC
Program

ORGANIZING A RBIC

4290.100
4290.110
4290.120

Business form.

Qualified management.

Plan to invest in Rural Areas.

4290.130 Identified Rural Areas.

4290.140 Approval of initial Management Ex-
penses.

4290.150 Management and ownership diver-
sity requirement.

4290.160 Special rules for Partnership RBICs
and LLC RBICs.

4290.165 Obligations of Control Persons.

CAPITALIZING A RBIC

4290.200 Adequate capital for RBICs.

4290.210 Minimum capital requirements for
RBICs.

4290.230 Private Capital for RBICs.

4290.240 Limitations on non-cash capital
contributions in Private Capital.

Subpart D—Application and Approval
Process for RBIC Licensing

4290.300 When and how to apply for a RBIC
License.

4290.310 Contents of application.

4290.320 Contents of comprehensive business
plan.

4290.330 Grant issuance fee.

Subpart E—Evaluation and Selection of
RBICs

4290.340 Evaluation and selection—general.

4290.350 Eligibility and completeness.

4290.360 Initial review of Applicant’s man-
agement team’s qualifications.

4290.370 Evaluation criteria.

4290.380 Selection.

4290 390 Licensing as a RBIC.

Subpart F—Changes in Ownership,
Structure, or Control

CHANGES IN CONTROL OR OWNERSHIP OF A
RBIC

4290.400 Changes in ownership of 10 percent
or more of RBIC but no change of Con-
trol.

4290.410 Changes in Control of RBIC
(through change in ownership or other-
wise).

4290.420 Prohibition on exercise of owner-
ship or Control rights in RBIC before ap-
proval.

4290.430 Notification of transactions that
may change ownership or Control.
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4290.440 Standards governing prior approval
for a proposed transfer of Control.

4290.450 Notification of pledge of RBIC’s
shares.

RESTRICTIONS ON COMMON CONTROL OR
OWNERSHIP OF TwO OR MORE RBICs

4290.460 Restrictions on Common Control or
ownership of two (or more) RBICs.

Change in Structure of RBIC

4290.470 Prior approval of merger, consolida-
tion, or reorganization of RBIC.

4290.480 Prior approval of changes to RBIC’s
business plan.

Subpart G—Managing the Operations of a
RBIC

GENERAL REQUIREMENTS

4290.500 Lawful operations under the Act.

4290.502 Representations to the public.

4290.503 RBIC’s adoption of an approved
valuation policy.

4290.504 Equipment and office requirements.

4290.506 Safeguarding the RBIC’s assets/In-
ternal controls.

4290.507 Violations based on false filings and
nonperformance of agreements with the
Secretary or SBA.

4290.508 Compliance with non-discrimina-
tion laws and regulations applicable to
federally-assisted programs.

4290.509 Employment of USDA or SBA offi-
cials.

MANAGEMENT AND COMPENSATION

4290.510 Approval of RBIC’s Investment Ad-
viser/Manager.
4290.520 Management Expenses of a RBIC.

CASH MANAGEMENT BY A RBIC

4290.530 Restrictions on investments of idle
funds by RBICs.

SECURED BORROWING BY RBICs

4290.550 Prior approval of secured third-

party debt of RBICs.

VOLUNTARY DECREASE IN REGULATORY
CAPITAL

4290.585 Voluntary decrease in RBIC’s Regu-
latory Capital.

Subpart H—Recordkeeping, Reporting,
and Examination Requirements for RBICs

RECORDKEEPING REQUIREMENTS FOR RBICs

4290.600 General requirement for RBIC to
maintain and preserve records.

4290.610 Required certifications for Loans
and Investments.

4290.620 Requirement to obtain information
from Portfolio Concerns.
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REPORTING REQUIREMENTS FOR RBICs

4290.630 Requirements for RBICs to file fi-
nancial statements and supplementary
information with the Secretary (SBA
Form 468).

4290.640 Requirement to file portfolio fi-
nancing reports with the Secretary (SBA
Form 1031).

4290.650 Requirement to report portfolio
valuations to the Secretary.

4290.660 Other items required to be filed by
RBIC with the Secretary.

4290.680 Reporting changes in RBIC not sub-
ject to prior approval.

EXAMINATIONS OF RBICS BY THE SECRETARY
FOR REGULATORY COMPLIANCE

4290.690 Examinations.

4290.691 Responsibilities of RBIC during ex-
amination.

4290.692 Examination fees.

Subpart I—Financing of Enterprises by
RBICs

DETERMINING ELIGIBILITY OF AN ENTERPRISE
FOR RBIC FINANCING

4290.700 Requirements concerning types of
Enterprises to receive Financing.

4290.720 Enterprises that may be ineligible
for Financing.

4290.730 Financings which constitute con-
flicts of interest.

4290.740 Portfolio
(“‘overline” limitation).

4290.760 How a change in size or activity of
a Portfolio Concern affects the RBIC and
the Portfolio Concern.

diversification

STRUCTURING RBIC FINANCING OF ELIGIBLE
ENTERPRISES—TYPES OF FINANCINGS

4290.800 Financings in the form of Equity
Securities.

4290.810 Financings in the form of Loans.

4290.815 Financings in the form of Debt Se-

curities.
4290.820 Financings in the form of guaran-
tees.

4290.825 Purchasing securities from an un-
derwriter or other third party.

4290.830 Minimum term of Financing.

4290.835 Exception to minimum term of Fi-
nancing.

4290.840 Maximum term of Financing.

4290.845 Maximum rate of amortization on
Loans and Debt Securities.

4290.850 Restrictions on redemption of Eg-
uity Securities.

4290.860 Financing fees and expense reim-
bursements a RBIC may receive from an
Enterprise.

4290.880 Assets acquired in
Portfolio securities.

liquidation of
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LIMITATIONS ON DISPOSITION OF ASSETS

4290.885 Disposition of assets to RBIC’s As-
sociates or to competitors of Portfolio
Concerns.

4290.900 Management fees for services pro-
vided to an Enterprise by RBIC or its As-
sociate.

Subpart J—Financial Assistance for RBICs
(Leverage)

GENERAL INFORMATION ABOUT OBTAINING
LEVERAGE

4290.1100 Type of Leverage and application
procedures.
4290.1120 General

for Leverage.
4290.1130 Leverage fees payable by RBIC.
4290.1140 RBIC’s acceptance of remedies
under §4290.1810.

eligibility requirements

MAXIMUM AMOUNT OF LEVERAGE FOR WHICH A
RBIC IS ELIGIBLE

4290.1150 Maximum amount of Leverage for
a RBIC.

Conditional Commitments To Reserve Leverage
for a RBIC

4290.1200 Leverage commitment to a RBIC—
application procedure, amount, and
term.

4290.1220 Requirement for RBIC to file fi-
nancial statements at the time of re-
quest for a draw.

4290.1230 Draw-downs by RBIC under Lever-
age commitment.

4290.1240 Funding of RBIC’s draw request
through sale to third party.

DISTRIBUTIONS BY RBICs WITH OUTSTANDING
LEVERAGE

4290.1500 Restrictions on distributions to
RBIC investors while RBIC has out-
standing Leverage.

FUNDING LEVERAGE BY USE OF TRUST
CERTIFICATES (““TCs”)

4290.1600 Secretary’s authority to issue and
guarantee Trust Certificates.

4290.1610 Effect of prepayment or early re-
demption of Leverage on a Trust Certifi-
cate.

4290.1620 Functions of agents,
Central Registration Agent,
Agent and Fiscal Agent.

4290.1630 Regulation of Brokers and Dealers
and disclosure to purchasers of Leverage
or Trust Certificates.

4290.1640 Secretary’s access to records of
the CRA, Brokers, Dealers and Pool or
Trust assemblers.

including
Selling

MISCELLANEOUS

4290.1700 Secretary’s transfer of interest in
a RBIC’s Leverage security.
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4290.1710 Secretary’s authority to collect or
compromise claims.

4290.1720 Characteristics  of
guarantee.

Secretary’s

Subpart K—RBIC’s Noncompliance With
Terms of Leverage

4290.1810 Events of default and the Sec-
retary’s remedies for RBIC’s noncompli-
ance with terms of Debentures.

COMPUTATION OF RBIC’s CAPITAL IMPAIRMENT

4290.1830 RBIC’s Capital Impairment defini-
tion and general requirements.

4290.1840 Computation of RBIC’s Capital Im-
pairment Percentage.

Subpart L—Ending Operations as a RBIC

4290.1900 Termination of participation as a
RBIC.

Subpart M—Miscellaneous

4290.1910 Non-waiver of rights or terms of
Leverage security.

4290.1920 RBIC’s application for exemption
from a regulation in this part 4290.

4290.1930 Effect of changes in this part 4290

on transactions previously con-
summated.
4290.1940 Integration of this part with other

regulations applicable to USDA’s pro-
grams.

Subpart N—Requirements for Operational
Assistance Grants to RBICs

4290.2000 Operational Assistance grants to
RBICs.

AUTHORITY: 7 U.S.C. 1989 and 2009cc et seq.

SOURCE: 69 FR 32202, June 8, 2004, unless
otherwise noted.

Subpart A—Introduction to Part

§4290.10 Description of the Rural
Business Investment Company Pro-
gram.

The Rural Business Investment Com-
pany (““RBIC’’) Program is a Develop-
mental Venture Capital program for
the purpose of promoting economic de-
velopment and the creation of wealth
and job opportunities in Rural Areas
and among individuals living in such
Areas. To this end, the Secretary will
select and license RBIC Applicants
that will agree to address the unmet
Equity Capital needs of Smaller Enter-
prises primarily located in Rural
Areas.
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§4290.20 Legal basis and applicability
of this part 4290.

The regulations in this part imple-
ment Subtitle H of the Consolidated
Farm and Rural Development Act, as
amended (7 U.S.C. 2009cc et seq.)
(““Act’’). All RBICs must comply with
all applicable regulations, accounting
guidelines and valuation guidelines for
RBICs.

§4290.30 Amendments to Act and regu-
lations.

A RBIC is subject to all existing and
future provisions of the Act and part
4290 of title 7 of the Code of Federal
Regulations.

§4290.40 How to read this part 4290.

(a) Center Headings. Center headings
are descriptive and are used for conven-
ience only. They have no regulatory ef-
fect.

(b) Capitalizing defined terms. Terms
defined in §4290.50 have initial capital-
ization in this part 4290.

(c) “You.” The pronoun ‘‘you’” as
used in this part 4290 means a RBIC un-
less otherwise noted.

(d) Forms. All references in this part
to forms, and instructions for their
preparation, are to the current issue of
such forms.

§4290.45 Responsibility for
menting this part 4290.

imple-

The Secretary has delegated to the
U.S. Small Business Administration
(SBA), pursuant to an agreement under
the Economy Act (31 U.S.C. 1535), the
authority to implement the RBIC pro-
gram, including implementing and en-
forcing the regulations in this part
4290. Therefore, unless specifically stat-
ed otherwise, SBA will exercise on be-
half of the Secretary all responsibil-
ities and authorities assigned to the
Secretary in this part 4290.

Subpart B—Definition of Terms
Used in Part 4290

§4290.50 Definition of terms.

Act means Subtitle H of the Consoli-
dated Farm and Rural Development
Act, as amended (7 U.S.C. 2009cc et

seq.).
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