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guaranteed loans in excess of $25 mil-
lion, at the Secretary’s discretion, for 
rural cooperative organizations that 
process value-added agricultural com-
modities in accordance with 
§ 4279.108(d)(1) of this subpart. 

(b) Percent of guarantee. The percent-
age of guarantee, up to the maximum 
allowed by this section, is a matter of 
negotiation between the lender and the 
Agency. The maximum percentage of 
guarantee is 80 percent for loans of $5 
million or less, 70 percent for loans be-
tween $5 and $10 million, and 60 percent 
for loans exceeding $10 million. Not-
withstanding the preceding, the Ad-
ministrator may, at the Administra-
tor’s discretion, grant an exception al-
lowing guarantees of up to 90 percent 
on loans of $10 million or less under the 
following circumstances: 

(1) The project to be financed is a 
high-priority project. Priority will be 
determined in accordance with the cri-
teria contained in 4279.155 of this sub-
part; 

(2) The lender must document to the 
satisfaction of the Agency that the 
loan will not be made and the project 
will not be completed if the higher 
guarantee percentage is not approved; 
and 

(3) The State Director may grant an 
exception for loans of up to 90 percent 
on loans of $2 million or less subject to 
the State Director’s delegated loan au-
thority and meeting all of the condi-
tions as set forth in this section. In 
cases where the State Director does 
not have the loan approval authority 
to approve a loan of $2 million or less 
or the proposed percentage, the case 
must be submitted to the National Of-
fice for review. 

(4) Each fiscal year, the Agency will 
establish a limit on the maximum por-
tion of guarantee authority available 
for that fiscal year that may be used to 
guarantee loans with a guarantee per-
centage exceeding 80 percent. The limit 
will be announced by publishing a no-
tice in the FEDERAL REGISTER. Once 
the limit has been reached, the guar-
antee percentage for all additional 
loans guaranteed during the remainder 
of that fiscal year will not exceed 80 
percent. 

[61 FR 67633, Dec. 23, 1996, as amended at 69 
FR 64831, Nov. 9, 2004] 

§ 4279.120 Fees and charges. 
(a) Routine lender fees. The lender 

may establish charges and fees for the 
loan provided they are similar to those 
normally charged other applicants for 
the same type of loan in the ordinary 
course of business. 

(b) Professional services. Professional 
services are those rendered by entities 
generally licensed or certified by 
States or accreditation associations, 
such as architects, engineers, pack-
agers, accountants, attorneys, or ap-
praisers. The borrower may pay fees for 
professional services needed for plan-
ning and developing a project provided 
that the amounts are reasonable and 
customary in the area. Professional 
fees may be included as an eligible use 
of loan proceeds. 

§§ 4279.121–4279.124 [Reserved] 

§ 4279.125 Interest rates. 
The interest rate for the guaranteed 

loan will be negotiated between the 
lender and the applicant and may be ei-
ther fixed or variable as long as it is a 
legal rate. Interest rates will not be 
more than those rates customarily 
charged borrowers in similar cir-
cumstances in the ordinary course of 
business and are subject to Agency re-
view and approval. Lenders are encour-
aged to utilize the secondary market 
and pass interest-rate savings on to the 
borrower. 

(a) A variable interest rate agreed to 
by the lender and borrower must be a 
rate that is tied to a base rate agreed 
to by the lender and the Agency. The 
variable interest rate may be adjusted 
at different intervals during the term 
of the loan, but the adjustments may 
not be more often than quarterly and 
must be specified in the Loan Agree-
ment. The lender must incorporate, 
within the variable rate Promissory 
Note at loan closing, the provision for 
adjustment of payment installments 
coincident with an interest-rate adjust-
ment. The lender will ensure that the 
outstanding principal balance is prop-
erly amortized within the prescribed 
loan maturity to eliminate the possi-
bility of a balloon payment at the end 
of the loan. 

(b) Any change in the interest rate 
between the date of issuance of the 
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