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right under the Consumer Credit
Protection Act, with respect to any
aspect of a credit transaction anytime
Agency loan funds are involved.

(2) The regulations contained in
subpart E of part 1901 of this chapter
apply to this program.

(3) The Administrator will assure that
equal opportunity and
nondiscrimination requirements are met
in accordance with Title VI of the Civil
Rights Act of 1964, “Nondiscrimination
in Federally Assisted Programs,” 42
U.S.C. 2000d-4, Section 504 of the
Rehabilitation Act for Federally
Conducted Programs and Activities, and
the Age Discrimination Act of 1975, as
amended.

§1948.118 Loan agreements between the
Agency and the intermediary.

A loan agreement must be executed
by the intermediary and the Agency at
loan closing for each loan. The loan
agreement will be prepared by the
Agency using Form FmHA 1948-4,
“Intermediary Relending Program Loan
Agreement,” and reviewed by OGC and
the intermediary prior to loan closing.
The loan agreement, as a minimum,
must contain the following provisions:

(a) The loan agreement will set out:

(1) The amount of the loan.

(2) The interest rate.

(3) The term and repayment schedule.

(4) The provisions for late charges.
The intermediary shall pay a late charge
of 4 percent of the payment due of
principal and/or interest if payment for
either of these is not received within 15
calendar days following the due date.
The late charge shall be considered
unpaid if not received within 30
calendar days of the missed due date for
which it was imposed. Any unpaid late
charge shall be added to principal and
be due as an extra payment at the end
of the term. Acceptance of a late charge
by the Agency does not constitute a
waiver of default.

(5) Disbursement procedure.
Disbursement of loan funds by the
Agency to the intermediary shall take
place after the loan agreement and
promissory note are executed, and any
other conditions precedent to
disbursement of funds are fully
satisfied. The date of each draw down
shall constitute the date the funds are
advanced under the loan agreement for
purposes of computing interest.

(i) The intermediary may initially
draw up to 25 percent of the loan funds.
If the intermediary does not have loans
to ultimate recipients ready to close
sufficient to use the initial draw, the
funds should be deposited in an interest
bearing account in accordance with
§1948.115 (b)(4) of this subpart until

needed for such loans. The initial draw
must be used for loans to ultimate
recipients before any additional Agency
IRP loan funds may be drawn by the
intermediary. Any funds from the initial
draw that have not been used for loans
to ultimate recipients within 1 year from
the date of the draw must be returned

to the Agency as an extra payment on
the loan. Agency IRP loan funds must
not be used for administrative expenses
of the intermediary.

(ii) After the initial draw of funds, an
intermediary may draw down only such
funds as are necessary to cover a 30-day
period in implementing its approved
work plan. Advances will be requested
by the intermediary in writing. The
intermediary may use Form FmHA 440-
11, “Estimate of Funds Needed for 30-
day Period Commencing ;' to
request the funds.

(6) Provisions regarding default. On
the occurrence of any event of default,
the Agency may declare all or any
portion of the debt and interest to be
immediately due and payable and may
proceed to enforce its rights under the
loan agreement or any other instruments
securing or relating to the loan and in
accordance with the applicable law and
regulations. Any of the following may
be regarded as an “‘event of default” in
the sole discretion of the Agency:

(i) Failure of the intermediary to carry
out or comply with the specific
activities in its loan application as
approved by the Agency, or loan terms
and conditions, or any terms or
conditions of the loan agreement, or any
applicable Federal or State laws, or with
such USDA or Agency regulations as
may become generally applicable at any
time.

(ii) Failure of the intermediary to pay
within 15 calendar days of its due date
any installment of principal or interest
on its promissory note to the Agency.

(iii) The occurrence of:

(A) The intermediary’s becoming
insolvent, or ceasing, being unable, or
admitting in writing its inability to pay
its debts as they mature, or making a
general assignment for the benefit of, or
entering into any composition or
arrangement with creditors; or,

(B) proceedings for the appointment
of a receiver, trustee, or liquidator of the
intermediary, or of a substantial part of
its assets, being authorized or instituted
by or against it.

(iv) Submission or making of any
report, statement, warranty, or
representation by the intermediary or
agent on its behalf to USDA or the
Agency in connection with the financial
assistance awarded hereunder which is
false, incomplete, or incorrect in any
material respect.

(v) Failure of the intermediary to
remedy any material adverse change in
its financial or other condition (such as
the representational character of its
board of directors or policymaking
body) arising since the date of the
Agency’s award of assistance hereunder,
which condition was an inducement to
Agency’s original award.

(7) Insurance requirements.

(i) Hazard insurance with a standard
mortgage clause naming the
intermediary as beneficiary will be
required by the intermediary on every
ultimate recipient’s project funded from
the IRP revolving fund in an amount
that is at least the lesser of the
depreciated replacement value of the
property being insured or the amount of
the loan. Hazard insurance includes fire,
windstorm, lightning, hail, business
interruption, explosion, riot, civil
commotion, aircraft, vehicle, marine,
smoke, builder’s risk, public liability,
property damage, flood or mudslide, or
any other hazard insurance that may be
required to protect the security. The
intermediary’s interest in the insurance
will be assigned to the Agency.

(ii) Ordinarily, life insurance, which
may be decreasing term insurance, is
required for the principals and key
employees of the ultimate recipient
funded from the IRP revolving fund and
will be assigned or pledged to the
intermediary and subsequently to the
Agency. A schedule of life insurance
available for the benefit of the loan will
be included as part of the application.

(iii) Workmen’s compensation
insurance on ultimate recipients is
required in accordance with the State
law.

(iv) The intermediary is responsible
for determining if an ultimate recipient
funded from the IRP revolving fund is
located in a special flood or mudslide
hazard area anytime. If the ultimate
recipient is in a flood or mudslide area,
then flood or mudslide insurance must
be provided in accordance with subpart
B of part 1806 of this chapter (FmHA
Instruction 426.2).

(v) Intermediaries will provide
fidelity bond coverage for all persons
who have access to intermediary funds.
Coverage may be provided either for all
individual positions or persons, or
through “blanket’ coverage providing
protection for all appropriate employees
and/or officials. The Agency may also
require the intermediary to carry other
appropriate insurance, such as public
liability, workers compensation, and/or
property damage.

(A) The amount of fidelity bond
coverage required by the Agency will
normally approximate the total annual



