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September 15, 2002


TO BE SENT VIA TELEFAX 

September 15, 2002

Ms. Kim Hancock

Central Economic Development Corporation

120 Main Street

Lincoln, AA  11123

Dear Ms. Hancock:

Subject:
Intermediary Relending Program (IRP) Application



Letter of Conditions

This letter establishes conditions, which must be understood and agreed to by you before further consideration may be given to your application.  Any changes in project cost, source of funds, project scope, or any other significant changes in the project or intermediary must be reported to and approved by USDA by written amendment to this letter.  Any changes not approved by USDA Rural Development shall be cause for discontinuing processing of the application.

This letter is not to be considered as loan approval or as representation to the availability of funds.  The loan docket may be completed on the basis of a loan not to exceed $500,00.

The following paragraphs outline the conditions for the IRP loan:

1.
Governing agreements.  This loan and the use of its proceeds will be subject to all current and future USDA regulations governing the IRP program (which are now RD Instruction 4274-D and 1951-R) and to the following agreements:

a.
Promissory Note.  The term of the loan is to be 30 years.  The interest rate is to be fixed at 1%.  Annual installments will be made of interest-only for the first 3 years based on the funds drawn and, thereafter, amortized over the remaining 27 years -- i.e., $ 21,225 per year.  A draft Form RD 4274-3, “Promissory Note” is attached.

b.
Loan Agreement.  A draft Form RD 4274-4, “Loan Agreement” is attached.

c.
Revolving Loan Fund Agreement.  A draft Revolving Loan Fund Agreement is attached.  Please review this agreement carefully as it sets forth important conditions that will govern the loan.  

d.
Security Agreement.  A draft “Security Agreement” is attached.  Please review this agreement carefully as it sets forth the collateral you must pledge for the loan.

e.
Work Plan.  In addition to the requirements of USDA’s IRP agreements, the loan will be subject to the requirements of the Work Plan you submitted with your application.  The final version of your Work Plan is attached to the Revolving Loan Fund Agreement mentioned in 1.c. above.

Please review each of these documents carefully as they set forth important conditions that will govern the loan.

2.
Contribution of Funds.  The funding priority that USDA has given to your application is in part based on the commitment in your application to contribute $ 167,00 into the IRP loan fund.  As set forth in ¶2 of the Revolving Loan Fund Agreement, these funds must be placed in the IRP loan fund by no later than loan closing.

3.
Security.  This loan is to be secured by a first-priority lien on the IRP revolving fund, including all assets derived from the proceeds of the loan.  This security interest will be accomplished by the execution of the loan instruments listed in item 1 above and the filing of a UCC-1 Financing Statement with the Secretary of State.  

4.
Fidelity Bond.  Prior to loan closing, you will be required to provide evidence of fidelity bond coverage in the amount set forth in ¶5 of the Revolving Loan Fund Agreement -- i.e., $21,225.

5.
Relending.  IRP funds are to be re-loaned only to eligible, rural businesses unable to obtain regular commercial credit.  So long as any portion of this IRP loan is outstanding, all ultimate recipients of loans from the IRP revolving loan fund must meet the eligibility criteria set forth in USDA’s IRP regulations and the approved Work Plan.  USDA must concur on the eligibility of all ultimate recipient loans being funded from the first draw of IRP funds in.  Thereafter, the intermediary need not obtain USDA concurrence.  The intermediary is solely responsible for assuring proper underwriting and credit quality of the IRP revolving loan fund portfolio.

6.
Environmental Reviews.  On every proposed loan to an ultimate recipient that requires USDA concurrence, the intermediary will provide the environmental information needed by USDA to complete the level of environmental assessment mandated by USDA regulations.    

7.
Timing for Use of Loan Funds.  IRP funds should be re-loaned as expeditiously as possible.  In your application, you have indicated that you expect to re-loan 100% of the funds in the first year and the balance in the second year.  Please note that, in accordance with ¶6.4 of Form RD 4274-4, “Loan Agreement”, any IRP loan funds not used after 3 years may be canceled.

7.
Bad Debt Reserve.  The intermediary will establish and maintain a loan loss reserve fund equal to 6% of the outstanding revolving loan funds within three years of the date of loan closing.

8. Relending Forms.  Before loan closing, USDA must approve all of the forms that will be used for re-lending purposes.  Please forward copies of the application forms, loan agreements, promissory notes, and security instruments that will be used with the IRP revolving loan fund.  Note that once USDA has approved these documents, any changes in them must be approved by USDA, as set forth in ¶6 of Form RD 4274-4, “Loan Agreement”.

9.
Reports.  The reporting requirements of the IRP program are set forth in ¶5 of Form RD 4274-4, “Loan Agreement”.  For this loan, the specific due dates will be:

	Report
	For period ending:
	Report due to USDA by:

	Annual audited financial statements
	June 30 

(your fiscal year-end)
	90 days after your fiscal year-end

	Quarterly reports
	March 31, 

June 30, 

September 30, December 31
	30 days after quarter-end date 

	Annual budget
	June 30
	30 days after your fiscal year-end, with scheduled quarterly report


10.
Loan Closing Certification.  You must certify at loan closing that since the Agency’s issuance of this letter of conditions there has been no material change in the intermediary.  To accomplish this, you will be required to execute a certification at loan closing.  A draft Loan Closing Certification is attached.
11.
Legal Review.  USDA’s Office of General Counsel (OGC) will review the Intermediary’s organizational documents to determine that the Intermediary has the authority to borrow the funds and administer the relending program as proposed.  OGC must review and approve the IRP governing documents (mentioned in item 1 above) and the Intermediary’s loan documents to be used in relending (mentioned in item 8 above).  OGC will provide IRP loan closing instructions.  No draws on the IRP loan may occur after loan closing until OGC has issued an opinion that all legal requirements have been met.  As part of this review, the intermediary’s attorney may be required to provide an opinion satisfactory to RBS that RBS has a first lien position on the borrower’s IRP depository bank account.  

12. Civil rights requirements.  In order comply with the terms of the Assurance Agreement you executed as part of your application, you must agree to the following:

a. Demographic data collection.  In accordance with your nondiscrimination assurance agreement, you must maintain data on the sex (Male or Female), ethnicity (Hispanic/Latino or Not Hispanic/Latino), and racial composition (American Indian or Alaska Native, Asian, Black or African American, Native Hawaiian or Other Pacific Island, or White) of:  (a) the beneficiaries of your USDA-financed project, (b) of your staff, and (c) if applicable, of any non-elected governing board of directors.
b. Construction projects.  When the RBS loan or grant funds are used to finance construction, the borrower/grantee must execute Form RD 400-1, “Equal Opportunity Agreement”.  With this agreement, the borrower/grantee agrees that all contractors with contracts in excess of $10,000 will comply with nondiscrimination and equal employment rules with respect to their employment practices.  All such contractors, in turn, must sign Form RD 400-6, “Compliance Statement” to certify their compliance.  

c. Posters. The following posters and public notices are required across all RBS programs except for guaranteed loan programs. 

i. “AND JUSTICE FOR ALL” Poster.  RD Instruction 1901-E, §1901.202(f) mandates that this poster be displayed at the USDA-financed facility of every group borrower and grantee.  (This requirement does not apply to B&I guaranteed loan borrowers.)  The poster is displayed online at:

http://www.usda.gov/da/cr/just.htm
A supply of current posters should be carried when completing the compliance review visit.  If posters are worn or outdated, they can be replaced at that time.  

ii. “Equal Opportunity Provider” statement.  Departmental Regulation 4300-3, ¶7.b(2) requires that all USDA financed borrowers and grantees include a statement in their public information materials that says, “This institution is an equal opportunity provider.”   Alternatively, the organization may wish to insert their name – for example, “Ruraltown Development Corporation is an equal opportunity provider.”

d. Compliance Reviews.  USDA staff will visit your offices periodically to verify compliance with USDA’s nondiscrimination and civil rights requirements. 

If these conditions are acceptable to you:

a.
Please complete and return the attached Form RD 1942-46, “Letter of Intent to Meet Conditions,” if you desire that further consideration be given your application.

b.
Please execute and return the attached Financing Statement, along with a blank check payable to the “Secretary of State” for its filing fee and a lien search.  Please make a notation in the memo portion of the check “NOT TO EXCEED $60.00.”  This should assure sufficient funds for the purpose. 

c.
Please execute and return the attached Form RD 1940-1, “Request for Obligation of Funds”.

d.
Please provide us with your proposed relending documents (as mentioned in item 8 above).

Upon receiving these items, USDA will proceed to a final approval decision on your application.  The loan will be considered approved on the date a USDA-signed copy of Form RD 1940-1, “Request for Obligation of Funds,” is mailed to you.

If the conditions set forth in this letter are not met within 120 days from the date hereof, the Agency reserves the right to discontinue the processing of the application.  You will be notified, in writing, by the Agency of any such discontinuance.  

If you have any questions, please contact Greg Vigorous at (777) 668-2070.  

Sincerely,

Carla Piper 

CARLA F. PIPER

Business & Cooperative Program Director

Attachments:

Draft Form RD 4274-3 

Draft Form RD 4274-4

Draft Revolving Loan Fund Agreement

Draft Security Agreement

Draft Loan Closing Certification

Form RD 1942-46 (execute & return)

UCC-1 Financing Statement (execute & return)

Form RD 1940-1 (execute & return)




USDA Rural Development is an equal opportunity Lender, Provider and Employer.

Complaints of discrimination should be sent to:

USDA Director, Office of Civil Rights, Washington, D.C.  20250
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