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as an MDO, the applicant must be at 
least 51 percent controlled by persons 
who are either: 

(i) Citizens of the United States, the 
Republic of Palau, the Federated 
States of Micronesia, the Republic of 
the Marshall Islands, American Samoa, 
or the Commonwealth of Puerto Rico; 
or 

(ii) Legally admitted permanent resi-
dents residing in the U.S. 

(3) Legal authority and responsibility. 
The applicant must have the legal au-
thority necessary to carry out the pur-
pose of the award. 

(4) Other eligibility requirements. For 
potential microlenders only, 

(i) The applicant must also provide 
evidence that it: 

(A) Has demonstrated experience in 
the management of a revolving loan 
fund; or 

(B) Certifies that it, or its employees, 
have received education and training 
from a qualified microenterprise devel-
opment training entity so that the ap-
plicant has the capacity to manage 
such a revolving loan fund; or 

(C) Is actively and successfully par-
ticipating as an intermediary lender in 
good standing under the U.S. Small 
Business Administration (SBA) 
Microloan Program or other similar 
loan programs as determined by the 
Administrator. 

(ii) An attorney’s opinion regarding 
the potential microlender’s legal status 
and its ability to enter into program 
transactions is required at the time of 
initial entry into the program. Subse-
quent to acceptance into the program, 
an attorney’s opinion will not be re-
quired unless the Agency determines 
significant changes to the microlender 
have occurred. 

(b) Minimum score. Once deemed eligi-
ble, an entity will be evaluated based 
on the scoring criteria in § 4280.316 for 
adequate qualification to participate in 
the program. Eligible MDOs must score 
a minimum of seventy points (70 
points) in order to be considered to re-
ceive an award under this subpart. 

(c) Ineligible applicants. An applicant 
will be considered ineligible if it: 

(1) Does not meet the definition of an 
MDO as provided in § 4280.302; 

(2) Is debarred, suspended or other-
wise excluded from, or ineligible for, 

participation in Federal assistance pro-
grams; and 

(3) Has an outstanding judgment 
against it, obtained by the United 
States in a Federal Court (other than 
U.S. Tax Court). 

(d) Delinquencies. No applicant will be 
eligible to receive a loan if it is delin-
quent on a Federal debt. 

(e) Application eligibility and qualifica-
tion. An application will be considered 
eligible for funding if it is submitted 
by an eligible MDO. The applicant will 
qualify for funding based on the results 
of review, scoring, and other proce-
dures as indicated in this subpart, and 
will further: 

(1) Establish an RMRF, or add capital 
to an RMRF originally capitalized 
under this program and establish or 
continue a training and TA program 
for its microborrowers and prospective 
microborrowers; or 

(2) Fund a TA-only grant program to 
provide services to rural microentre-
preneurs and microenterprises. 

(f) Business incubators. Because the 
purpose of a business incubator is to 
provide business-based technical assist-
ance and an environment in which 
micro-level, very small, and small busi-
nesses may thrive, a microlender that 
meets all other eligibility require-
ments and owns and operates a small 
business incubator will be considered 
eligible to apply. In addition, a busi-
ness incubator selected to participate 
as a microlender may use RMAP fund-
ing to lend to an eligible microenter-
prise tenant, without creating a con-
flict of interest under § 4280.323(c). 

§ 4280.311 Loan provisions for Agency 
loans to microlenders. 

(a) Purpose of the loan. Loans will be 
made to eligible and qualified micro-
lenders to capitalize RMRFs that it 
will administer by making and serv-
icing microloans in one or more rural 
areas. 

(b) Eligible activities. Microlenders 
may make microloans for qualified 
business activities and use Agency loan 
funds only as provided in § 4280.322. 

(c) Ineligible activities. Microlenders 
may not use RMRF funds for adminis-
trative costs or expenses and may not 
make microloans under this program 
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for ineligible purposes as specified in 
§ 4280.323. 

(d) Cost share. The Federal share of 
the eligible project cost of a microbor-
rower’s project funded under this sec-
tion shall not exceed 75 percent. The 
cost share requirement shall be met by 
the microlender using either of the op-
tions identified in paragraphs (d)(1) and 
(2) of this section in establishing an 
RMRF. A microlender may establish 
multiple RMRFs utilizing either op-
tion. Whichever option is selected for 
an RMRF, it must apply to the entire 
RMRF and all microloans made with 
funds from that RMRF. 

(1) Microborrower project level option. 
The loan covenants between the Agen-
cy and the microlender and the micro-
lender’s lending policies and proce-
dures shall limit the microlender’s 
loan to the microborrower to no more 
than 75 percent of the eligible project 
cost of the microborrower’s project and 
require that the microborrower obtain 
the remaining 25 percent of the eligible 
project cost from non-Federal sources. 
The non-Federal share of the eligible 
project cost of the microborrower’s 
project may be provided in cash (in-
cluding through fees, grants (including 
community development block grants), 
and gifts) or in the form of in-kind con-
tributions. 

(2) RMRF level option. The micro-
lender shall capitalize the RMRF at no 
more than 75 percent Agency loan 
funds and not less than 25 percent non- 
Federal funds, thereby allowing the 
microlender to finance 100 percent of 
the microborrower’s eligible project 
costs. All contributed funds shall be 
maintained in the RMRF. 

(e) Loan terms and conditions for micro-
lenders. Loans will be made to micro-
lenders under the following terms and 
conditions: 

(1) Funds received from the Agency 
and any non-Federal share will be de-
posited into an interest-bearing ac-
count that will be the RMRF account. 

(2) The RMRF account, including any 
interest earned on the account and the 
microloans made from the account, 
will be used to make fixed-rate 
microloans, to accept repayments from 
microborrowers and reimbursements 
from the LLRF, to repay the Agency 
and, with the advance written approval 

of the Agency, to supplement the 
LLRF with interest earnings (from 
payments received or from account 
earnings) from the RMRF. 

(3) The term of a loan made to a 
microlender will not exceed 20 years. If 
requested by the applicant MDO, a 
shorter term may be agreed upon by 
the microlender and the Agency. 

(4) Each loan made to a microlender 
will automatically receive a 2-year de-
ferral during which time no repayment 
to the Agency will be required. Vol-
untary payments will be accepted. 

(i) Interest will accrue during the de-
ferral period only on funds disbursed by 
the Agency. 

(ii) The deferral period will begin on 
the day the Agency loan to the micro-
lender is closed. 

(iii) Loan repayments will be made in 
equal monthly installments to the 
Agency beginning on the last day of 
the 24th month of the life of the loan. 

(5) Partial or full repayment of debt 
to the Agency under this program may 
be made at any time, including during 
the deferral period, without any pre- 
payment penalties being assessed. 

(6) The microlender is responsible for 
full repayment of its loan to the Agen-
cy regardless of the performance of its 
microloan portfolio. 

(7) The Agency may call the entire 
loan due and payable prior to the end 
of the full term, due to any non-per-
formance, delinquency, or default on 
the loan. 

(8) Loan closing between the micro-
lender and the Agency must take place 
within 90 days of loan approval or 
funds will be forfeited and the loan will 
be deobligated. 

(9) Microlenders will be eligible to re-
ceive a disbursement of up to 25 per-
cent of the total loan amount at the 
time of loan closing. Interest will ac-
crue on all funds disbursed to the 
microlender beginning on the date of 
disbursement. 

(10) A microlender must make one or 
more microloans within 60 days of any 
disbursement it receives from the 
Agency. Failure to make a microloan 
within this time period may result in 
the microlender not receiving any ad-
ditional funds from the Agency and 
may result in the Agency demanding 
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return of any funds already disbursed 
to the microlender. 

(11) Microlenders may request in 
writing, and receive additional dis-
bursements not more than quarterly, 
until the full amount of the loan to the 
microlender is disbursed, or until the 
end of the 36th month of the loan, 
whichever occurs first. Letters of re-
quest for disbursement must be accom-
panied by a description of the micro-
lender’s anticipated need. Such de-
scription will indicate the amount and 
number of microloans anticipated to be 
made with the funding. 

(12) Each loan made to a microlender 
during its first five years of participa-
tion in this program will bear an inter-
est rate of 2 percent. After the fifth 
year of an MDO’s continuous and satis-
factory participation in this program, 
each new loan made to the microlender 
will bear an interest rate of 1 percent. 
Satisfactory participation requires a 
default rate of 5 percent or less and a 
pattern of delinquencies of 10 percent 
or less. Except in the case of liquida-
tion or early repayment, loans to 
microlenders must fully amortize over 
the life of the loan. 

(13) During the initial deferral period, 
each loan to a microlender will accrue 
interest at a rate of 1 or 2 percent 
based on the ultimate interest rate on 
the loan. Interest accrued during the 2- 
year deferral period will be capitalized 
so that, during the 24th month of the 
initial deferral period, the micro-
lender’s debt to the Agency will be cal-
culated and amortized over the remain-
ing life of the loan. The first payment 
will be due to the Agency on the last 
day of the 24th month of the life of the 
loan. 

(14) Funds not disbursed to the 
microlender by the end of the 36th 
month of the loan from the Agency will 
be de-obligated. 

(15) The Agency will hold first lien 
position on the RMRF account, the 
LLRF, and all notes receivable from 
microloans. 

(16) If a microlender makes a with-
drawal from the RMRF for any purpose 
other than to make a microloan, repay 
the Agency, or, with advance written 
approval, transfer an appropriate 
amount of non-Federal funds to the 
LLRF, the Agency may restrict further 

access to withdrawals from the account 
by the microlender. 

(17) In the event a microlender fails 
to meet its obligations to the Agency, 
the Agency may pursue any combina-
tion of the following: 

(i) Take possession of the RMRF and/ 
or any microloans outstanding, and/or 
the LLRF; 

(ii) Call the loan due and payable in 
full; and/or 

(iii) Enter into a workout agreement 
acceptable to the Agency, which may 
or may not include transfer or sale of 
the portfolio to another microlender 
(whether or not funded under this pro-
gram) deemed acceptable to the Agen-
cy. 

(f) Loan funding limitations. 
(1) Minimum and maximum loan 

amounts. The minimum loan amount a 
microlender may borrow under this 
program will be $50,000. The maximum 
any microlender may borrow on a sin-
gle loan under this program, or in any 
given Federal fiscal year, will be 
$500,000. In no case will the aggregate 
outstanding balance owed to the pro-
gram by any single microlender exceed 
$2,500,000. 

(2) Use of funds. Loans must be used 
only to establish or recapitalize an ex-
isting Agency funded RMRF out of 
which microloans will be made, into 
which microloan payments will be de-
posited, and from which repayments to 
the Agency will be made. In some in-
stances, as described in § 4280.311(e)(2), 
interest earned by these funds may be 
used to fund and recapitalize both 
RMRF and the LLRF. 

(g) Loan loss reserve fund (LLRF). 
Each microlender that receives one or 
more loans under this program will be 
required to establish an interest-bear-
ing LLRF. 

(1) Purpose. The purpose of the LLRF 
is to protect the microlender and the 
Agency against losses that may occur 
as the result of the failure of one or 
more microborrowers to repay their 
loans on a timely basis. 

(2) Capitalization and maintenance. 
The LLRF is subject to each of the fol-
lowing conditions: 

(i) The microlender must maintain 
the LLRF at a minimum of 5 percent of 
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the total amount owed by the micro-
lender under this program to the Agen-
cy. If the LLRF falls below the re-
quired amount, the microlender will 
have 30 days to replenish the LLRF. 
The Agency will hold a security inter-
est in the account and all funds therein 
until the MDO has repaid its debt to 
the Agency under this program. 

(ii) No Agency loan funds may be 
used to capitalize the LLRF. 

(iii) The LLRF must be held in an in-
terest-bearing, Federally-insured de-
posit account separate and distinct 
from any other fund owned by the 
microlender. 

(iv) The LLRF must remain open, ap-
propriately capitalized, and active 
until such time as: 

(A) All obligations owed to the Agen-
cy by the microlender under this pro-
gram are paid in full; or 

(B) The LLRF is used to assist with 
full repayment or prepayment of the 
microlender’s program debt. 

(v) Earnings on the LLRF account 
must remain a part of the account ex-
cept as stipulated in § 4280.311(e)(2). 

(3) Use of LLRF. The LLRF must be 
used only to: 

(i) Recapitalize the RMRF in the 
event of the loss and write-off of a 
microloan; that is, when a loss has 
been paid to the RMRF, from the 
LLRF, the microlender must, within 30 
days, replenish the LLRF, with non- 
federal funds, to the required level; 

(ii) Accept non-Federal deposits as 
required for maintenance of the fund at 
a level equal to 5 percent or more of 
the amount owed to the Agency by the 
microlender under this program; 

(iii) Accrue interest (interest earn-
ings accrued by the LLRF will become 
part of the LLRF and may be used only 
for eligible purposes); and 

(iv) Prepay or repay the Agency pro-
gram loan. 

(4) LLRF funded at time of closing. The 
LLRF account must be established by 
the microlender prior to the closing of 
the loan from the Agency. At the time 
of initial loan closing, sources of fund-
ing for the LLRF must be identified by 
the microlender so that as microloans 
are made, the amount in the LLRF can 
be built over time to an amount great-
er than or equal to 5 percent of the 
amount owed to the Agency by the 

microlender under this program. After 
the first disbursement is made to a 
microlender, further disbursements 
will only be made if the LLRF is fund-
ed at the appropriate amount. After 
the initial loan is made to a micro-
lender, subsequent loan closings will 
require the LLRF to be funded in an 
amount equal to 5 percent of the an-
ticipated initial drawdown of funds for 
the RMRF. Federal funds, except where 
specifically permitted by other laws, 
may not be used to fund LLRF. 

(5) Additional LLRF funding. In the 
event of exhibited weaknesses, such as 
losses that are greater than 5 percent 
of the microloan portfolio, on the part 
of a microlender, the Agency may re-
quire additional funding be put into 
the LLRF; however, the Agency may 
never require an LLRF of more than 10 
percent of the total amount owed by 
the microlender. 

(h) Recordkeeping, reporting, and over-
sight. Microlenders must maintain all 
records applicable to the program and 
make them available to the Agency 
upon request. Microlenders must sub-
mit quarterly reports as specified in 
paragraphs (h)(1) through (4) of this 
section. Portfolio reporting require-
ments must be met via the electronic 
reporting system. Other reports, such 
as narrative information, may be sub-
mitted as hard copy in the event the 
microlender, grantee, or Agency do not 
have the capability to submit or accept 
same electronically. 

(1) Periodic reports. On a quarterly 
basis, within 30 days of the end of the 
calendar quarter, each microlender 
that has an outstanding loan under 
this section must provide to the Agen-
cy: 

(i) Quarterly reports, using an Agen-
cy-approved form, containing such in-
formation as the Agency may require, 
and in accordance with OMB circulars 
and guidance, to ensure that funds pro-
vided are being used for the purposes 
for which the loan to the microlender 
was made. At a minimum, these re-
ports must identify each microbor-
rower under this program and should 
include a discussion reconciling the 
microlender’s actual results for the pe-
riod against its goals, milestones, and 
objectives as provided in the applica-
tion package; 
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(ii) SF–PPR, ‘‘Performance Progress 
Report’’ cover sheet, performance 
measures (SF–PPR–A), and activity 
based expenditures (SF–PPR–E); and 

(iii) SF–270, ‘‘Request for Advance or 
Reimbursement’’. 

(2) Minimum retention. Microlenders 
must provide evidence in their quar-
terly reports that the sum of the unex-
pended amount in the RMRF, plus the 
amount in the LLRF, plus debt owed 
by the microborrowers is equal to a 
minimum of 105 percent of the amount 
owed by the microlender to the Agency 
unless the Agency has established a 
higher LLRF reserve requirement for a 
specific microlender. 

(3) Combining accounts and reports. If a 
microlender has more than one loan 
from the Agency, a separate report 
must be made for each except when 
RMRF accounts have been combined. A 
microlender may combine RMRF ac-
counts only when: 

(i) The underlying loans have the 
same rates, terms and conditions; 

(ii) The combined report allows the 
Agency to effectively administer the 
program, including providing the same 
level of transparency and information 
for each loan as if separate RMRF re-
ports had been prepared; and 

(iii) The accompanying LLRF fund 
reports also provide the same level of 
transparency and information for each 
loan as if separate LLRF reports had 
been prepared. 

(iv) The Agency must approve the 
combining of accounts and reports in 
writing before such accounts are com-
bined and reports are submitted. 

(4) Delinquency. In the event that a 
microlender has delinquent loans in its 
RMAP portfolio, quarterly reports will 
include narrative explanation of the 
steps being taken to cure the delin-
quencies. 

(5) Other reports. Other reports may 
be required by the Agency from time to 
time in the event of poor performance, 
one or more work out agreements or 
other such occurrences that require 
more than the usual set of reporting 
information. 

(6) Site visits. The Agency may, at any 
time, choose to visit the microlender 
and inspect its files to ensure that pro-
gram requirements are being met. 

(7) Access to microlender’s records. 
Upon request by the Agency, the 
microlender will permit representa-
tives of the Agency (or other agencies 
of the U.S. Department of Agriculture 
authorized by that Department or the 
U.S. Government) to inspect and make 
copies of any records pertaining to op-
eration and administration of this pro-
gram. Such inspection and copying 
may be made during regular office 
hours of the microlender or at any 
other time agreed upon between the 
microlender and the Agency. 

(8) Changes in key personnel. Before 
any additions are made to key per-
sonnel, the microlender must notify 
and the Agency must approve such 
changes. 

§ 4280.312 Loan approval and closing. 

(a) Loan approval and obligating funds. 
The loan will be considered approved 
on the date the signed copy of Form 
RD 1940–1, ‘‘Request for Obligation of 
Funds,’’ is signed by the Agency. Form 
RD 1940–1 authorizes funds to be obli-
gated and may be executed by the 
Agency provided the microlender has 
the legal authority to contract for a 
loan, and to enter into required agree-
ments, including an Agency-approved 
loan agreement, and meets all program 
loan requirements and has signed Form 
RD 1940–1. 

(b) Letter of conditions. Upon review-
ing the conditions and requirements in 
the letter of conditions, the applicant 
must complete, sign, and return Form 
RD 1942–46, ‘‘Letter of Intent to Meet 
Conditions,’’ to the Agency; or if cer-
tain conditions cannot be met, the ap-
plicant may propose alternate condi-
tions. The Agency will review any re-
quests for changes to the letter of con-
ditions. The Agency may approve only 
minor changes that do not materially 
affect the microlender. Changes in 
legal entities prior to loan closing will 
not be approved. 

(c) Loan closing. 
(1) Prior to loan closing, micro-

lenders must provide evidence that the 
RMRF and LLRF bank accounts have 
been set up and the LLRF has been, or 
will be, funded as described in 
§ 4280.311(g)(4). Such evidence shall con-
sist of: 
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