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improperly completed builder certifi-
cations, use of an outdated credit re-
port, or use of an outdated income 
verification. Minor deficiencies also in-
clude those significant deficiencies 
when the Lender is willing and able to 
correct the problem such as obtaining 
flood insurance for a dwelling located 
in a flood hazard area and assuring the 
escrow amount is sufficient. 

(2) Significant deficiency. A significant 
deficiency is one that creates a signifi-
cant risk of loss to the Government, or 
involves acceptance of a borrower or 
property not permitted by Agency reg-
ulations. Such cases may result in pro-
bation or withdrawal of the Lender’s 
approval for program participation. 
Examples of significant deficiencies in-
clude gross miscalculation of income, 
acceptance of property that is severely 
deficient of the required standards, 
missing builder certifications, and con-
struction changes that materially af-
fect value without proper change or-
ders. 

(3) Fraud or misrepresentation. A defi-
ciency that involves an action by the 
Lender to misrepresent either the fi-
nancial capacity of the borrower or the 
condition of the property being fi-
nanced may, in addition to any crimi-
nal and civil penalties, result in a with-
drawal of RHS approval, or debarment. 
Examples of this type of deficiency in-
clude falsified Verifications of Employ-
ment, false certifications, reporting a 
delinquent loan as being current, and 
omitting conditions relating to the 
health and safety of a property. 

(f) Borrower noncompliance. When the 
borrower receives unauthorized assist-
ance due to an error or oversight, the 
Lender may continue with the guaran-
teed loan. More serious violations will 
be viewed on a case-by-case basis by 
the National office. 

(g) RHS error oversight. When the bor-
rower receives unauthorized assistance 
solely due to an error or oversight by 
RHS, the Lender may continue with 
the guaranteed loan. 

§ 1980.399 Appeals. 
The borrower and the Lender respec-

tively can appeal an RHS administra-
tive decision that directly and ad-
versely impacts them. Decisions made 
by the Lender are not covered by this 

paragraph even if RHS concurrence is 
required before the Lender can proceed. 
Appeals will be conducted in accord-
ance with the rules of the National Ap-
peals Division, USDA. 

(a) Appealable decisions. (1) The bor-
rower and the Lender must jointly exe-
cute the written request for an alleged 
adverse decision made by RHS. The 
Lender need not be an active partici-
pant in the appeal process. 

(2) The Lender only may appeal cases 
where RHS has denied or reduced the 
amount of a loss payment to the Lend-
er. 

(b) Nonappealable decisions. (1) The 
Lender’s decision as to whether to 
make a loan is not subject to appeal. 

(2) The Lender’s decision to deny 
servicing relief is not subject to appeal. 

(3) The Lender’s decision to accel-
erate the account is not subject to ap-
peal. 

§ 1980.400 [Reserved] 

Subpart E—Business and Industrial 
Loan Program 

SOURCE: 52 FR 6501, Mar. 4, 1987, unless oth-
erwise noted. 

§ 1980.401 Introduction. 

(a) Direct Business and Industry 
(B&I) loans are disbursed by the Agen-
cy under this subpart. B&I loan guar-
antees are to be processed and serviced 
under the provisions of subparts A and 
B of part 4279 and subpart B of part 4287 
of this title. Any processing or serv-
icing activity conducted pursuant to 
this subpart involving authorized as-
sistance to relatives, or business or 
close personal associates, is subject to 
the provisions of part 1900 subpart D of 
this chapter. Applicants for this assist-
ance are required to identify any 
known relationship or association with 
any Agency employee. 

(b) The purpose of the B&I program is 
to improve, develop or finance busi-
ness, industry and employment and im-
prove the economic and environmental 
climate in rural communities, includ-
ing pollution abatement and control. 
This purpose is achieved through bol-
stering the existing private credit 
structure through guarantee of quality 
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loans which will provide lasting com-
munity benefits. It is NOT intended 
that the guarantee authority be used 
for marginal or substandard loans or to 
‘‘bail out’’ lenders having such loans. 

(c) This subpart and its appendices 
(especially appendix I and appendix K) 
also contain regulations for Drought 
and Disaster (D&D) and Disaster As-
sistance for Rural Business Enterprises 
(DARBE) guaranteed loans authorized 
by section 331 of the Disaster Assist-
ance Act of 1988 (Pub. L. 100–387) and 
section 401 of the Disaster Assistance 
Act of 1989 (Pub. L. 101–82). D&D loans 
must be to alleviate distress caused to 
rural business entities, directly or indi-
rectly, by drought, hail, excessive 
moisture, or related conditions occur-
ring in 1988, or to provide for the guar-
antee of loans to such rural business 
entities that refinance or restructure 
debt as a result of losses incurred, di-
rectly or indirectly, because of such 
natural disasters and are limited to a 
guarantee of principal only. DARBE 
loans must be to alleviate distress 
caused to rural business entities, di-
rectly or indirectly, by drought, freeze, 
storm, excessive moisture, earthquake, 
or related conditions occurring in 1988 
or 1989, or to provide for the guarantee 
of loans to such rural business entities 
that refinance or restructure debt as a 
result of losses incurred, directly or in-
directly, because of such natural disas-
ters and within certain parameters 
guarantee both principal and interest. 

(d) The B&I loan program is adminis-
tered by the Administrator through a 
State Director serving each State. The 
State Director is the focal point for the 
program and the local contact person 
for processing and servicing activities, 
although this subpart refers in various 
places to the duties and responsibilities 
of other FmHA or its successor agency 
under Public Law 103–354 employees. 

(e) Throughout this subpart there ap-
pear Administrative provisions for the 
State Director, District Director, and 
County Supervisor. These provisions 
establish the internal duties, respon-
sibilities and procedures to carry out 
the requirements of the program. 
These provisions are identified as ‘‘Ad-
ministrative’’ and follow appropriate 
sections of this subpart. 

(f) This subpart and its appendices 
also contains regulations for Business 
and Industry Disaster (BID) loans 
under the authority of the Dire Emer-
gency Supplemental Appropriations 
Act, 1992, Public Law 102–368. This pro-
gram provides B&I guarantees for loans 
needed as a result of natural disasters. 
Some of the requirements of this sub-
part are waived or altered for BID 
loans. The waivers and alterations are 
provided in § 1980.498 of this subpart. 

[52 FR 6501, Mar. 4, 1987, as amended at 54 FR 
4, Jan. 3, 1989; 54 FR 42483, Oct. 17, 1989; 55 FR 
19245, May 8, 1990; 57 FR 45969, Oct. 5, 1992; 58 
FR 229, Jan. 5, 1993; 61 FR 67633, Dec. 23, 1996] 

§ 1980.402 Definitions. 
(a) The following general definitions 

are applicable to the terms used in this 
subpart. Adjusted tangible net worth. 
Tangible balance sheet equity plus al-
lowed tangible asset appreciation and 
subordinated owner debt. 

Allowed tangible asset appreciation. 
The difference between the current net 
book value recorded on the financial 
statements (original cost less cumu-
lative depreciation) of real property as-
sets and the lesser of their current 
market value or original cost, where 
current market value is determined 
using an appraisal satisfactory to the 
Agency. 

Area of high unemployment. An area in 
which a B&I loan guarantee can be 
issued, consisting of a county or group 
of contiguous counties or equivalent 
subdivisions of a State which, on the 
basis of the most recent 12-month aver-
age or the most recent annual average 
data, has a rate of unemployment 150 
percent or more of the national rate. 
Data used must be those published by 
the Bureau of Labor Statistics, U.S. 
Department of Labor. 

Biogas. Biomass converted to gaseous 
fuel. 

Biomass. Any organic material that is 
available on a renewable or recurring 
basis including agricultural crops, 
trees grown for energy production, 
wood waste and wood residues, plants, 
including aquatic plants and grasses, 
fibers, animal waste and other waste 
materials, fats, oils, greases, including 
recycled fats, oils and greases. It does 
not include paper that is commonly re-
cycled or unsegregated solid waste. 
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