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hundred percent of the principal
amount of each Bond must be used to
make Bond Loans. As a Bond Loan is
repaid, such repaid Bond Loan proceeds
in excess of those required for debt
service payments on the Bond must be
used to repay the Bond or held in the
Relending Account and used for addi-
tional Secondary Loans, to the extent
authorized under §1808.308.

§1808.302 Bond terms and conditions.

(a) Maturity date. As required by 12
U.S.C. 4713a(e)(1)(D), the maturity date
of a Bond shall not be later than 30
years after the Bond Issue Date. The
maturity date for any advance of funds
under a Bond shall not be later than
the maturity date of the Bond.

(b) Nonrecourse obligation. Each Bond
shall be a nonrecourse obligation of the
Qualified Issuer, payable solely from
amounts available pursuant to the
Bond Documents.

(c) Terms. The Bonds may contain
only terms that are consistent with the
lending policies and terms of the Bond
Purchaser.

(d) No subordination. The Bonds or
Bond Loans may not be subordinated
to any new or existing liability and ef-
fective subordination of the Bonds or
Bond Loans to tax-exempt obligations
will render the Guarantee void, in ac-
cordance with OMB Circular No. A-129
(Policies for Federal Credit Programs
and Non-Tax Receivables) and applica-
ble provisions of the Internal Revenue
Code.

(e) Other limitations. The CDFI Fund
may impose other limitations as appro-
priate to administer the CDFI Bond
Guarantee Program including, but not
limited to, requiring Qualified Issuers
to obtain Credit Enhancement to safe-
guard against the risk of default.

(f) Terms for Bond issuance and dis-
bursement of Bond Proceeds. (1) The
Qualified Issuer must execute Bond
Loan documents for 100 percent of the
principal amount of each Bond on the
Bond Issue Date. There will be an an-
nual assessment to determine whether
the Qualified Issuer is subject to the
repayment provision established in 12
U.S.C. 4713a(c)(4). Terms and conditions
for the annual assessment will be set
forth in the applicable Notice of Guar-
antee Availability.
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(2) Disbursements of Bond Proceeds
to the Qualified Issuer shall be made
pursuant to an advance request process
established by the Bond Purchaser and
the CDFI Fund under which the Quali-
fied Issuer shall request an advance of
funds under a Bond.

(g) Amortization of Bond. The prin-
cipal amount of each advance of funds
under a Bond shall amortize in level
debt service payments of principal and
interest, which payments shall be due
either quarterly or semi-annually, as
determined by the Qualified Issuer and
the Bond Purchaser, and which shall
begin on the first principal payment
date specified in the Bond, as deter-
mined by the Qualified Issuer and the
Bond Purchaser. Prior to the first prin-
cipal payment date, interest accrued
shall be due on the payment dates spec-
ified in the Bond, as determined by the
Qualified Issuer and the Bond Pur-
chaser.

(h) Optional prepayment of Bonds. All
or a portion of any advance of funds
under a Bond, or the Bond in its en-
tirety, may be prepaid by the Qualified
Issuer at any time. Any partial prepay-
ment of an advance shall be in an
amount equal to at least $100,000 of
principal. Each partial prepayment of
an advance of funds under a Bond shall
be applied in the manner set forth in
the Bond. Any partial or full prepay-
ment of an advance of funds under a
Bond shall be subject to the payment
of a prepayment price, as provided in
the Bond Documents.

(1) Mandatory prepayment of Bonds. (1)
Any Bond shall be subject to manda-
tory prepayment if Bond Loans or Sec-
ondary Loans are not made in a timely
manner, as follows:

(i) On the Calculation Date (as de-
fined in subsection 1808.308(e)) of each
year, any amount retained in the Re-
lending Subaccount that exceeds the
Relending Subaccount Maximum (as
defined in subsection 1808.308(d)) by
$100,000 or more shall be applied to pre-
pay Bonds on the next succeeding pay-
ment date.

(ii) Any amounts derived from the
liquidation of collateral from the Bond
Loan and/or Secondary Loan in connec-
tion with the exercise by the Guar-
antor, the Qualified Issuer or the Bond-
holder of remedies upon default of the
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Bond Loan shall be applied, imme-
diately upon liquidation, in the fol-
lowing order (inclusive of reasonable
fees and expenses associated there-
with):

(A) To the repayment of any amounts
drawn under the Guarantee;

(B) To the prepayment of Bonds, in a
like amount;

(C) To the replenishment of any
funds drawn from the Risk-Share Pool
Fund; and

(D) To the Eligible CDFI for applica-
tion in accordance with the Secondary
Loan documents.

(2) When an amount is required to be
applied as a mandatory prepayment of
Bonds, the Qualified Issuer may select
which advances of funds under a Bond
are to be prepaid. Any amount applied
as a partial prepayment of an advance
under a Bond shall be applied as pro-
vided in the Bond. Any partial or full
prepayment of an advance of funds
under a Bond shall be subject to the
payment of a prepayment price, as pro-
vided in the Bond Documents.

§1808.303 Risk-Share Pool.

The Master Servicer/Trustee, on be-
half of the Qualified Issuer and for the
benefit of the Bondholder, shall estab-
lish a Risk-Share Pool that is funded
at each disbursement of the Bond Loan
proceeds by payment from each Eligi-
ble CDFI in accordance with 12 U.S.C.
4713a(d). The Risk-Share Pool must re-
main in place throughout the term of
the Guarantee. Amounts in the Risk
Share Pool Fund will not be returned
to Eligible CDFIs until maturity of all
of the Bonds, and termination of all of
the Bond Loans, within a Bond Issue.

(a) At each disbursement of the Bond
Loan proceeds, each Eligible CDFI
shall deposit an amount that is equal
to three percent of the disbursement,
for a total of three percent of the guar-
anteed amount outstanding of the
Bond, from monies other than Bond
Loan proceeds, into the applicable sub-
account of the Risk-Share Pool Fund.
Such monies shall remain in said ac-
count throughout the term of the
Bond.

(b) Any interest on a Bond Loan in
excess of the Bond Loan Rate derived
by the Qualified Issuer during any pe-
riod during which the Bond Loan Pay-
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ment Default Rate applies shall also be
deposited in the Risk-Share Pool Fund.

(c) The Risk-Share Pool Fund shall
be applied by the Master Servicer/
Trustee to payments of debt service on
the Bond Issue in the event that the
Eligible CDFI defaults in the cor-
responding payment of debt service on
the Bond Loan. The defaulted Eligible
CDFI’s deposit shall be applied first to
any such payment of debt service.
After depletion of the defaulted Eligi-
ble CDFTI’s deposit, each remaining Eli-
gible CDFI's deposit shall be applied
prorata to any such payment of debt
service. Monies on deposit in the Risk-
Share Pool Fund shall be applied to
such payments and shall be depleted in
full prior to any draw on the Guar-
antee.

(d) Eligible CDFIs (excluding the Eli-
gible CDFI in default and responsible
for a draw) shall not be required to re-
plenish the Risk-Share Pool Fund in
the event of a draw.

(e) The Risk Share Pool deposit shall
be sufficient collateral to secure any
draw on Bond Loan proceeds related to
the costs of issuance pursuant to
1808.304(b).

(f) In the event of a payment default
on the Bond Loan by an Eligible CDF1I,
the Qualified Issuer shall notify the
CDFI Fund and request permission to
draw from the Risk-Share Pool to
cover any default of principal and in-
terest payments due to the Bond Pur-
chaser.

(g) Amounts in the Risk Share Pool
Fund will not be returned to Eligible
CDFIs until maturity of all of the
Bonds, and termination of all of the
Bond Loans, within a Bond Issue. Upon
maturity of all of the Bonds, and ter-
mination of the Bond Loans, within a
Bond Issue, the pro rata amount of
each Eligible CDFI’'s payments in the
Risk-Share Pool shall be returned to
each Eligible CDFI; provided however,
that such Eligible CDFI has properly
replenished any draws on the Risk-
Share Pool attributed to nonpayment
of its Bond Loan and the corresponding
Bond.
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