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aquatic animals or plants by private 
industry for commercial purposes in-
cluding the culture and growing of fish 
by private industry for the purpose of 
granting or augmenting publicly-owned 
or regulated stock of fish. 

(xi) Debt refinancing if the following 
conditions are met. 

(A) Intermediary is responsible for 
determining whether debt restruc-
turing is in the best interest of the re-
volving loan fund. 

(B) Refinancing debts will be allowed 
only when it is determined by the 
intermediary that the project is viable 
and refinancing is necessary to create 
new or save existing jobs or create or 
continue a needed service; and 

(C) On any request for refinancing of 
a secured loan, the intermediary must 
obtain the previously held collateral as 
security and must not pay off a cred-
itor in excess of the value of the collat-
eral. Additional collateral will be re-
quired when the refinancing of an unse-
cured loan is unavoidable to accom-
plish the necessary strengthening of 
the ultimate recipient’s position. 

[53 FR 30656, Aug. 15, 1988, as amended at 63 
FR 6053, Feb. 6, 1998; 73 FR 54306, Sept. 19, 
2008] 

§ 1951.854 Ineligible assistance pur-
poses. 

(a) Intermediaries. Intermediary loans 
may not be used by the intermediary 
for any of the following purposes: 

(1) For payment of the 
intermediary’s own administrative 
costs or expenses. 

(2) For assistance in excess of what is 
needed to accomplish the purpose of 
the ultimate recipient project. 

(3) For distribution or payment to 
the owner, partners, shareholders, or 
beneficiaries of the ultimate recipient 
or members of their families when such 
persons will retain any portion of their 
equity in the ultimate recipient. 

(4) For charitable institutions, that 
would not have revenue from sales, 
fees, or stable revenue to support the 
operation and repay the loan, and fra-
ternal organizations. 

(5) For assistance to Federal govern-
ment employees, active duty military 
personnel, employees of the inter-
mediary, or any organization for which 

such persons are directors or officers or 
have 20 percent or more ownership. 

(6) For relending in a non-rural area. 
(7) For a loan to an ultimate recipi-

ent which has an application pending 
with, or a loan outstanding from, an-
other intermediary involving an IRP 
revolving fund if the total IRP loans 
would exceed the limits established in 
§ 4274.331(b). 

(8) For any line of credit. 
(9) For lending and investment insti-

tutions and insurance companies. 
(10) For golf courses, race tracks, or 

gambling facilities. 
(11) To finance more than 75 percent 

or more than $250,000 of an ultimate re-
cipient’s total project cost, as de-
scribed in § 4274.331(b). The total 
amount of RDLF funds requested by 
the ultimate recipient plus the out-
standing balance of any existing RDLF 
loan(s) will not exceed $150,000. This 
limit does not apply to revolved funds. 
Other loans, grants, or intermediary or 
ultimate recipient contributions or 
funds from other sources must be used 
to make up the difference between the 
total cost and the assistance provided 
with RDLF funds. 

(12) For any investments in securities 
or certificates of deposit of over 30-day 
duration without the concurrence of 
Rural Development. If the IRP funds 
have been unused to make loans to ul-
timate recipients for 6 months or more, 
those funds will be returned to Rural 
Development unless Rural Develop-
ment provides an exception to the 
intermediary. Any exception would be 
based on evidence satisfactory to Rural 
Development that every effort is being 
made by the intermediary to utilize 
the IRP funding in conformance with 
program objectives. 

(b) Ultimate recipients. Ultimate re-
cipients may not use assistance re-
ceived from RDLF intermediaries in-
volving RDLF funds: 

(1) For agricultural production, 
which means the cultivation, produc-
tion (growing), harvesting, either di-
rectly or through integrated oper-
ations, of agricultural products (crops, 
animals, birds and marine life, either 
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for fiber or food for human consump-
tion, and disposal or marketing there-
of, the raising, housing, feeding, breed-
ing, hatching, control and/or manage-
ment of farm and domestic animals). 
Exceptions to this definition are: 

(i) Aquaculture as identified under 
eligible purposes. 

(ii) Commercial nurseries primarily 
engaged in the production of orna-
mental plants and trees and other 
nursery products such as bulbs, flo-
rists’ greens, flowers, shrubbery, flower 
and vegetable seeds, sod, the growing 
of vegetables from seed to the trans-
plant stage. 

(iii) Forestry, which includes estab-
lishments primarily engaged in the op-
eration of timber tracts, tree farms, 
forest nurseries, and related activities 
such as reforestation. 

(iv) Financial assistance for live-
stock and poultry processing as identi-
fied under eligible purposes. 

(v) The growing of mushrooms or hy-
droponics. 

(2) For the transfer of ownership un-
less the loan will keep the business 
from closing, or prevent the loss of em-
ployment opportunities in the area, or 
provide expanded job opportunities. 

(3) For community antenna tele-
vision services or facilities. 

(4) For any legitimate business activ-
ity when more than 10 percent of the 
annual gross revenue is derived from 
legalized gambling activity. 

(5) For any illegal activity. 
(6) For any otherwise eligible project 

that is in violation of either a Federal, 
State or local environmental protec-
tion law or regulation or an enforce-
able land use restriction unless the fi-
nancial assistance required will result 
in curing or removing the violation. 

[53 FR 30656, Aug. 15, 1988, as amended at 73 
FR 54306, Sept. 19, 2008] 

§§ 1951.855–1951.858 [Reserved] 

§ 1951.859 Term of loans. 

(a) No loans shall be extended for a 
period exceeding 30 years. Principal 
payments on loans will be made at 
least annually. The initial principal 
payment may be deferred not more 
than 3 years. 

(b) The terms of loan repayment will 
be those stipulated in the loan agree-
ment and/or promissory note. 

§ 1951.860 Interest on loans. 

(a) RDLF intermediaries: When the 
RDLF loan portfolio was transferred 
from HHS to USDA as required under 
Pub. L. 99–198, section 1323 of the Food 
Security Act of 1985, there were provi-
sions that affected the interest rates 
on those loans. 

(1) Those loans made in 1980 and 1981 
carried an original note rate of 1 per-
cent interest when they were first 
issued. The legislation provides for 
those loans made in 1980 and 1981 to 
have a permanent interest rate reduc-
tion to 1 percent effective December 23, 
1985, to maturity. However, the inter-
est rates on the loans made in 1983 and 
1984 may remain the same as the origi-
nal note rate. 

(2) Loans made in 1983 and 1984 do not 
automatically qualify for a lower rate 
than the level of interest rates when 
the notes were first issued. Section 407 
of Pub. L. 99–425 provides for a weight-
ed average requirement that would af-
fect those loans made in 1983 and 1984 
to intermediary borrowers. 

(3) In those cases where loans were 
made in RDLF intermediaries and the 
weighted average of all loans made by 
the RDLF intermediary after Decem-
ber 31, 1982, does not exceed the sum of 
6 percent plus the interest rate to the 
intermediary (7 percent), the interest 
rate to be charged the RDLF inter-
mediary will be the rate charged on 
such loans made in 1980, or 1 percent. 
Should the weighted average exceed 7 
percent, the note rate will control. 

(i) In order for FmHA or its successor 
agency under Public Law 103–354 to de-
termine the weighted average of the 
loan portfolio, the RDLF intermediary 
will be required to complete a weighted 
loan average rate on its outstanding 
portfolio. The schedule prepared for 
FmHA or its successor agency under 
Public Law 103–354’s review should in-
clude: 

(A) Calculations of the interest 
amount scheduled to accrue on each 
loan outstanding over a 1-year period 
based on the current interest rate of 
each ultimate recipient’s loan. 
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