United States Department of the Interior

BUREAU OF INDIAN AFFAIRS -
WASHINGTON, D.C. 20245

IN REPLY REFER TG

47 BIAM Supp. 1, Release 4

MEMORANDUM

NOV 25 1980

To: Holders of 47 BIAM Supp. 1
From: Commissioner of Indian Affairs
Subject: Revision of 47 BIAM Supplement 1, Guaranteed and Insured Loans

This release incorporates into 47 BIAM Supplement 1 a provision that
specific loan servicing requirements will be made conditions of approval
of a request by a lender for a loan guaranty and that the lender accept
the conditions before a guaranty can become effective. Although loan
servicing by lenders is required by the Guaranty Agreement, identifying
gervicing requirements as a condition of approval will inform lenders of
what 13 expected in the area of servicing loans guaranteed by the Bureau.

The release incorporates im the supplement sentences which state that
Area Directors are responsible for verifying the accuracy of guarantee
premiums paid by lenders and the amounts of interest subsidy requested
by lenders and paid by the Bureau.

The release also revises the requirement for plans of operation for busi-
ness enterprises to require a complete business plan for the enterprise
to include specific and pertinent data on the enterprise's operations.

Further, this release provides more detailed procedures on the handling

of loans assigned to the Bureau.

Commissioner of Indian Affa.:.r:s'*“-"w"§

-2 ¢ 1980

Filing Instructidn:

AL b
(a) Remove superseded material: : GERE 8
47 BIAM Supplement 1, dated 9-24~75
1.124 (1) through 1.19C (3 sheats)
3.1 through 3.1I “(1 sheet)

4.2 through 4.2B o’(l sheet)




(b) 1Insert new material submitted:
//,47 BIAM, Supplement 1, dated ll 25-80

1.124(1) through 1.19 (3 sheets)
-7 3.1 through 3.1I (1 sheet)
-~ 4.2 through 4.3 (2 sheets)

(c) Pen—and-ink Changes:

~—8ection 3.6, last line, change 1.10A to 3.3A
»" Section 3.8, line 2, change 144410 to 14X4410
~"Section 3.9A, second paragraph:
line 1, change comma to and
line 2, delete "and 47 BIAM, Supplement 4, 1.10C,"
V/%ection 3.98, second paragraph, line 2, change 1.10 to 3.3

///;ection 4.1A, delete (5) in its entirety



47 BIAM SUPPLEMENT 1 7 1.12A01)
CREDIT AND FINANCING .
Guaranteed and Insured Loans

Insurance and Approval on loans insured under a general insurance agreement.
Interest subsidies paid to lenders by the United States on behalf. of the
borrowers shall continue to be paid over the remaining life of the original
term of a loan even if the lender elects to discontinue the guaranty or
insurance or otherwise causes the termination of the guaranty or insurance
by failure to make guaranty or insurance premium payments as required in
§93.43. Interest subsidy payments by the United States shall be discon-
tinued on such loans when one of the follewing occurs:

(1) The loan is paid in full prior to the expiration of the
original term.

(2) The loan is refinanced by a new loan.

(3) The repayment schedule on the principal balance owing is
extended beyond the original term, unless an exception is approved by the
Commissioner. The interest subsidy shall only be discontinued as to the

balance which has been extended beyond the original term of the loan.

_ (4) The lender on a defaulted loan is reimbursed for a guaranteed
or insured logs. The date of the check shall be the date of reimbursement.

B. The lender shall notify the Commissloner that it has made or
modified an insured loan under the provisions of this insurance agreement
within 20 days of such action and provide the Commissioner with the
following information:

(1) The name and address of the borrower.
(2) Tribal affiliation of the borrower.

(3) Amount of the loan and purpose(s).

(4) The repayment schedule.

(5) The interest rate charged the borrower.
{(6) The date(s) funds were advanced.

C. After receiving notice from the lender, the Commissioner will
astablish the interest subsidy rate and notify the lender of the rate
established. :

At the option of the lender, interest subsidies will be paid on the unpaid
principal bhalance owed by a borrower either annually, semi-annually, quar-

terly, or monthly. Using Form 5-4749, Lenders Report of Premiums and
Interest Subsidies Due, Illustration 11 of this Supplement, lenders shall

Supp. 1, Release 4, 11-25-80



47 BIAM SUPPLEMENT 1 - 1.13
CREDIT AND FINANCING
Guaranteed and Insured Loans

notify the Commissioner of loan payments received from borrowers and shall
request payment of the subsidy. The interest subsidy, computed to the date
payment was made by the borrower, will be paid to the lender. Interest Sub-
sidies may not be prepaid. Lenders shall promptly notify the Commissioner
when borrowers pay interest or principal in advance of the due date(s) pro-—
vided in the loan agreement. The Area Director shall verify accuracy of

the interest subsidy payment requested by lenders.

1.13 Lender's Service Charge (25 CFR 93.44). Lenders may charge borrowers
reasonable fees for appraisals and compliance inspections; for lien searches
and filing and recording; for tax assessments and similar items necessary

to protect the Integrity of the loan; for insurance premiums, survey costs,
title examinations and insurance; and for such other charges as may be
authorized by the Commissioner at the time a loan is made. Service charges,
if any, may be paid from the proceeds of a guaranteed or insured loan when
authorized in the loan agreement if the borrower cannot pay the charges from
his or her own funds. BHowever, if this is done, lenders may not charge
interest on the amount advanced to pay service charges.

A Borrower shall not be required to pay points, finder's fees, loan origi-
nation fees, bonuses, commissions, or similar charges.

1.14 Premium (25 CFR 93.43). A prewium will be charged lenders on the
unpaid principal balance of guaranteed and insured loans at a rate estab-
lished by the Commissioner.

A. Premium charges will not be charged to, collected from, or other-
wise passed on to borrowers. The Commissioner will establish the premium
rate to be charged on guaranteed and insured loans made during a specified
period of time and will notify lenders of the rate which will be charged
during the period established. By advance written notice to lenders making
guaranteed or insured loans, the Commissioner may change or continue the
rate established for the preceding period. The premium rate established
for loans made during a given periocd of time will remain in effect for the
duration of the loan. The Commissioner may require a change in the premium
rate on refinanced guaranteed and insured loans to the rate in effeet at
the time of refinancing.

B. The initial premium on guaranteed and insured loans shall be
remitted, payable to the Bureau of Indian Affairs, to the Superintendent of
the local Agency within 10 days of the advance of loan funds to the borrower.
The premium shall be for the six months or portion of six months in which
the loan i1s made. Thereafter, premiums will be paid as of June 30 and
December 31 on the principal balance outstanding at the end of each semi-
annual period. The guaranty or insurance of a new loan, or of additional
advances on existing loans, will not be effective until the Commissioner
receives the premium due. The Area Director shall verify the accuracy of
premium payments submitted by lenders.

Supp. 1, Release 4, 11-25-80



47 BIAM SUPPLEMENT 1 1.15

CREDIT AND FINANCING
Guaranteed and Insured Loans

The guarantee of a loan shall cease to be effective if the premium is not
remitted within 30 days of the close of the semi-annual period. Semi-annual
premiums on insured loans are to be remitted within 30 days, and the insurance
of the loan shall cease if the premium is not paid within 60 days following
the end of the semi-annual period.

1.15 Loan Servicing (25 CFR 93.46). The guaranty or insurance of a loan by
the Commissioner and the issuance of an insurance agreement will be based on
the requirement that adequate loan servicing will be performed by the lender.
Loan servicing will be without cost to the borrower, unless the Commigsioner
authorizes a charge at the time the loan is made pursuant to § 93.44. Au~
thorizations for such charges shall be in writing and included in the loan
agreement. Lenders are expected to follow accepted standards employed by
prudent lenders in the area in servicing similar-type loans. In servicing
loans, lenders will make every effort to prevent and minimize potential
losses. Lenders will use prudence in disbursing lcan funds to berrowers to
assure, to the extent feasible, that loan funds are used only for the pur-
poses for which the loan 1s made. Unless approved by the Commissioner, any
amounts disbursed for purposes other than those provided ifi the loan agree-
ment shall be excluded in computing the amount for which the lender may

be reimbursed in the event of a loss on a loan.

Specific loan servicing requirements will be made conditions of approval
of the request for guaranty. These trequirements shall document Bureau
expectations regarding periodic financial reports, frequency of lender
visits and reports om the visits, methods for contrelling disbursement
of loan proceeds, etc. Approval conditions must be accepted by the
lender before a guaranty can become effective.

1.16 Modification on Loam Agreements (25 CFR 93.12). Guaranteed and insured
loans may be modified with the approval of the parties of the original loan
agreement. The Commissioner's approval is required to modify guaranteed loans
and insured locans only if the modification {1) changes the repayment schedule,
(2) changes the prime security, (3) changes the interest rate, (4) changes the
use of loan funds, (5) increases the principal amount of a loan, except as
provided in § 93.22, (6) changes the plan of operation, (7) amends or changes
the borrower's organization papers, (8) changes a partnership agreement, or
(9) changes the location of an enterprise. When loans have been made under
provisions of an approved insurance agreement, not requiring the Commissioner's
approval for insurance of individual loans, lenders shall exercige the same
prudence in approving requests for modifications of loan agreements and follow
the same customary procedures and practices as have been established in con-
nection with uninsured loans. Modifications are to be in compllance with the
provisions of §§ 93.14, and 93.24. Lenders making insured loans under the
provisions of such an insurance agreement shall notify the Commissioner not
later than 20 days after approval of a modification of such insured loan.
Modifications of the organization papers of corporations or cooperative
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47 BIAM SUPPLEMENT 1 1.17
CREDIT AND FINANCING '
Guaranteed and Insured Loans

associations and partnership agreements and plans of operation which origi-
nally required Commissioner approval, require approval by the Commissioner.

1.17 Sale or Assignment of Guaranteed Loans. Lenders may sell or assign

a guaranteed loan, including the security and guaranty certificate, to any
other financial imstitution that is subject to examination and supervision
by an agency of the United States, a state or the District of Columbia.

The institution acquiring the loan shall notify the Commissioner in writing
within 30 days after acquisition. The submission of completed Form 5~4758,
Notice of Acquisition of Loan, Illustration 8 of this Supplement, to the
Superintendent of the Agency QOffice servicing the guaranteed loan, shall
constitute written notice to the Commissioner. Fallure of the acquiring
lender to furnish such notice within the 30-day period will void the guar-
anty unless the Commissioner authorizes an exception because of extenuating
clrcumstances.

Lenders shall submit the original and two copies of Form 5-4758 to the Agency
Superintendent who is assigned responsibility for record-keeping and servicing
of the loan. The Superintendent will Immediately acknowledge receipt on the
bottom of the form and return a copy to the acquiring lender. The Superin-
tendent will retain one copy for the records and submit the original, through
the Area Director, to the Central Qffice, Divigion of Financial Assistance.

1.18 Release of Security (25 CFR 93.35). The prime security for a loan will
uot be released unless the property is to be sold and the net proceeds applied
to the loan. When approved by the Commissioner, the prime security may be
released when the proceeds from property sold are to be used to purchase pro-
perty of similar nature and use and of at least equal value and lien priority,
and when the lender, borrower, and Commissioner agree that the sale and such
use of the proceeds are necessary for the success of an economic enterprise.
Lenders may release property which 1s planned to be sold in the regular course
of business when the proceeds are to be used for purposes which the lender
determines are necessary and proper in connection with the type of economic
enterprise involved. Releases of security invelving trust income or trust

or restricted land will require prior approval of the Commissioner.

1.19 Preparation of Applications. It is immaterial whether an applicant
makes arrangements for a loan with the lender first or approaches the
Bureau first. The following sets forth in general the responsibility of
the applicant, lender, and the Bureau.

A. Lean Applicant's Responsibility. The applicant will need to
obtain written proof of eligibility for a guaranteed or insured loan. To
evidence eligibility of an applicant for a guaranteed or insured loan, an
Eligibility Certificate for Guaranteed or Insured Loan, Form 5-4752, Ilus-
tration 1 of this Supplement, will be issued at the request of an applicant,
by the Superintendent of the reservation on which the applicant resides or
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47 BIAM SUPPLEMENT 1 1.19
CREDIT AND FINANCING
Guaranteed and Insured Loans

which will benefit from the business venture. In addition, each applicant
will be responsible for developing data to prepare a loan application.

B Lender's Responsibility. The lender shall make the necessary
eredit evaluation to determine if an applicant is a good credit risk and
if a loan applicant has a reasonable chance to repay a2 loan. If the lender
decides to make a loan, provided the Bureau will guarantee or insutre it,
the lender will prepare the Request for Loan Guaranty or Insurance and
Approval, Form 5-47535, Illustration 3 of this Supplement.

(1) Guaranteed Loans. The lender will attach required
financial gtatements and the loan application to Form 5-4755 and submit
the docket to the local Agency Superintendent requesting a guarantee
certificate.

{(2) Insured Loans. After entering into an agreement to make
insured loans, the lender will process loans in accordance with the agree—
ment. The lender need only notify the Bureau of locans made within its
approval authority. On loans that require the Commissioner's approval, the
lender will prepare the Request for Loan Guaranty or Insurance and Approval,
and transmit it with attachments to the local Agency Office for processing.

C. Bureau Responsiblity. Indian applicants may seek advice and
assistance from the Bureau, as to probable lenders, necessary plans,
financial data, feasibility reports, stc., in preparing a loan docket.

Upon request, the Bursau credit staff will, to the extent possible, advise
Indian applicants regarding the feasibility of a propcsal. Care shall be
exercised not to discourage Indian applicants. However, it is a disservice
to burden an applicant with a debt and busipness responsibilities beyond

the applicant's capability. If it is apparent that the venture has a good
possibility of success, the Bureau will assist the borrower in securing the
necessary financing. Such assistance may include a referral to an approved
lender for a guaranteed or insured loan. Bureau employees will not refer
Indian applicants to lenders if it is apparent that the loan could not be
approved.

Supp. 1, Release 4, 11-25-80



47 BIAM SUPPLEMENT 1 3.1
CREDIT AND FINANCING
Processing Applications

3. PROCESSING APPLICATIONS

3.1 Loan Applications. Applicants will deal directly with lenders for
loans to be guaranteed or insured. The application form will therefore
be a form suitable to the lender. Requests for guarantee or insurance
of a loan, requiring approval of the Commissioner, shall be accompanied
by a copy of the loan application. In addition to the information con—
tained on Form 5-4755, Request for Loan Guaranty or Insurance and
Approval, Tllustration 3 of this Supplement, the following information
or documents, if not contained in the application, shall be submitted as
attachments to the application.

A. Security. A schedule of collateral to he taken as security and
the approximate value of the collateral shall be furnished.

B. Insurance. A statement shall be included regarding any require-
ments for hazard, liability, or other insurance and endorsements thereto.

C. Title to Property. Documentation shall include the manner in
which title to property to be purchased with the loan will be taken, the
person(s) or name of business in which title will be taken and whether
title is to be restricted or unrestricted.

D. Repayment Source. The source and adequacy of funds to be used
in repaying the loan shall be identified.

E. Financial Statements. If the applicant is not yet in business,
a personal balance sheet shall be furnished. If the applicant has an
exlsting business, financial statements, including balance sheets and
operating statements for the past two years of operation or applicable
period shall be submitted.

F. Pro Forma Financial Statements. Pro forma statements, including
balance sheets and operating statements and cash flow statements for at
least three years succeeding the date the loan is made, shall be submitted.

G. Personal Investment. Personal investments to be made by the
borrower in a business venture shall be described and the dollar value
shown.

H. Other Charges. An itemized schedule of all charges to the
borrower indicating which, if any, are to be paid from the loan funds,
will accompany the application. Charges may be made for legal and archi-
tectural services, appraisals, surveys, compliance inspections, title
searches, lien searches, recording costs, insurance premiums, taxes, loan
service charges and other charges as the Commissioner may authorize at the
time the loan is made. Lenders may not charge borrowers points, finder's
fees, loan origination fees, bonuses, commissions, or similar charges.

Supp. 1, Release 4, 11-25-80



47 BIAM SUPPLEMENT 1 3.11
CREDIT AND FINANCING
Processing Applications

I. Late Charges. Lenders may assess penalties against borrowers
for payments made more than 30 days after the due date only when provided
for in the loan agreement. The rate charged must also be provided for in
the loan agreement. Late charges may not be guaranteed or insured nor can
interest be charged on such charges.

J. Buginess Plan. When a loan is for a business enterprise, docu—
mentation supporting the request for guaranty shall include a complete
business plan. This plan shall include sections addressing production,
marketing, finance, profitability, and management and organization.

K. Compliance with Federal Acts. Where loan funds are to be used
in any manner involving the disturbance of land on known or reported his—
torical or archaeological sites for construction or purchase of buildings
or improvements, lenders will indicate what is or will be done to assure
compliance with applicable provisions of the Act of June 27, 1960 (74 Stat.
220; 16 U.$.C. 469), as amended by the Act of May 24, 1974 (P.L. 93.291;

88 Stat. 174), relating to the preservation of historical and archaeological
data and the Flood Disaster Protection Act of 1973 (P.L. 93.234; 85 Stat.
975), and provisions of the National Environmental Policy Act of 1969

(P.L. 93-190; 42 U.5.C. 4321), and Executive QOrder 11514. Lenders may
request assistance and guidance from the Agency Superintendent in assuring
compliance with the requirements of these Acts.

L. Technical and Management Ability. The lender will state its
opinion on whether the applicant has the technical and management ability
to reasonably assure success of the business venture. The lender will
identify any areas where the applicant is lacking and state whether or
not assistance mneeded to overcome these deficiencies can be furmished
by the lender.

M. Project Feasibility. The lender will state its opinion of
project feasibility and furnish a copy of any feasibility study which
may have been prepared for use in considering the application.

Supp. 1, Release 4, 11-25-80



47 BIAM SUPPLEMENT 1 4.2
) ) CREDIT AND FINANCING
Guaranteed and Insured Loans

receipt of the check, the Superintendent will make certain the subroga—
tion agreement is in order and that appropriate formg are completed to
assign the note and security. Assistance of the Field Sclicitor may be
needed to assure that proper procedures are followed.

4.2 Assumption of Loan by the United States. At the time a lender is
paid the percentage of loss te which he is entitled on a guaranteed or
insured loan, he shall complete and execute Form 5-4759, Assignment of
Interest, Tllustration 9 of this Supplement, and furnish the Agency
Superintendent the original and one copy, together with the promissory
note and all documents executed and taken by the lender as security for
the locan. Any other documents which the Solicitor may consider necess-
ary to perfect the assignment of the security and lcan to the United
States will also be executed by the lender. At this time, the Agency
Superintendent will become responsible for servieing the loan. He will
take such action as the Commissioner deems appropriate to provide maxi-
mum recovery upon rights subrogated to the United States in the assigned
security. Securities, mortgages and related documents shall be county
recorded where appropriate.

The Commissioner may establish-a date on which interest accrual will
cease. In the case of guaranteed loans, this date may not be later than
the date of judgment and decree of foreclosure or sale if such action
has taken place. The date interest shall cease on all other loans shall
be the date of the claim for loss, except where the borrower works out a
loan repayment plan with the Bureau.

Loans assigned to the United States shall be recorded in the accounting
records as assets of the fund at the full face value of the loan, which
is the unpaid principal owed by the borrower to the lender at the time
the loan was assigned, plus any unpaid accrued interest.

A. Liquidation by Lender. Where the lender has either partially
or totally liquidated the borrower's assets, the assumption documents
shall be referred to the Field Solicitor for a determination of the pos—
sibility of further collection. If the Solicitor rules no further col-
lection action is possible, the loan shall be recommended for cancel-
lation in accordance with Section 3.4 of Supplement 4. If the Solicitor
determines the loan is collectible, it should be referred to the U. S.
Attorney for further action.

B. No Ligquidation by Lender. When the lender elects to submit a
claim for loss the Superintendent shall, upon receipt of the claim, make
an inspection of the borrower's business site to determine if there is any
possibility of working with the present borrower, leasing the business to
another individual, or if the Bureau should proceed with liquidation. A
closure order should be obtained as necessary and the business clogsed and
gecured.

Supp. 1, Release 4, 11-25-80



47 BIAM SUPPLEMENT 1 . 4.2B(1)
CREDIT AND FINANCING
» Guaranteed and Insured Loans

(1) 1If it is determined that leasing the business or liquida-
tion is the preferred method, the loan shall be recorded in our records
at the full face value at the time of the c¢laim for loss.

(2) Where there 18 sufficient indication that continued oper-
ation of a particular enterprise for which the loan was made would pro-
bably permit a borrower to repay his obligation and where the continued
operation will not increase the risk or amount of probable loss to the
United States, the Commissioner may, upon written request of the borrower,
delay foreclosure for a specified period of time to provide the borrower
an opportunity to correct the problem(s) for which the loan was defaulted.
Borrowers must clearly understand that this arrangement will be temporary
and that every effort will be made to sell the loan to another lender if
existing problems can be resolved. The borrower will be required to in-
dicate in writing his willingness to execute documents with a new lender
at such time as requested and to pay the new rate of interest less the
amount of interest subsidy for which a new loan would qualify under pro—
visions of the Act.

If it is determined that the loan will be temporarily serviced as a loan

of the guaranty program while a new lender is located, the terms of the
loan may be rewritten to assure repayment. The terms shall include accrued
interest from the date of the borrower's last payment to the lender to the
day the new agreement is signed. This rate of interest will be the rate
set forth in the promissory note less the rate of Iinterest subsidy estab-
lished when the loan was made. This amount may be paid immediately, set

up as a non—interest bearing note with payments applied to this note first,
or paid through monthly payments simultaneously with the payment on the
new note.

The principal balance remaining at the time of default will be set up on a
new promissory note at either the rate of interest established by Treasury
in the month the loan i1s modified, or the borrower's rate on the subsidized
loan, whichever is lower. New securing documents will be recorded as
appropriate.

If the condition of the loan has improved sufficiently during the time
granted by the Commissioner, the Superintendent will aggressively seek
a lender to purchase the loan. Where such efforts are unsuccessful and
fully documented, the Commissioner may approve a second period of time.

C. Loan Servicing. Loans assigned to the United States will be
serviced until they are sold, paid in full, liquidated or cancelled,
under provisions of 47 BIAM Supplement 2.

D. Liquidation. Loans will be liquidated in accordance with con~-
ditions specified in loan agreements, real estate mortgages, deed of trust

Supp. 1, Release 4, 11-25-80



47 BIAM SUPPLEMENT 1 4.3

"CREDIT AND FINANCING -
Guaranteed and Insured Loans

and other securing documents and in accordance with applicable tribal
regulations and state laws. Guidance of the Regional or Field Selicitor
will be obtained to resolve legal questions. Loans in default and which
cannot be otherwise liquidated shall be referred to the Solicitor for
legal action. '

Proceeds from the sale of assets received under an Assigmment of Interest
shall be receipted for on a Bill of Collection, by an authorized Agency
collector and deposited to the fund. Adjustments to reflect the sale of
assets will be made to the asset accounts.

4.3 Adjustments and Cancellations. Recommendations for cancellation of
loan indebtedness will be submitted by the Agency Superintendent in
accordance with guidelines contained in 47 BIAM Supplement 2, Section 6.3.

Supp. 1, Release 4, 11-25-80
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OFFICE SERVICES 47 BIAM Supp. 1 Release 3
Memorandum
To: Holders of 47 BIAM Supplement 1
From: Acting Deputy Camnissioner

Subject: Loan Guaranty Limitations
This release changes paragraph 1.8A to document our policy regarding
limitations on loans guaranteed for partnerships and closely held

corporations.

Filing Instructions:

(a) Remove superseded material:
47 BIAM Supplement 1,1.7H - 1,9C (1 sheet)
(Dated 9-24-75) ~

(b) Insert new material transmitted:

47 BIAM Sufplanent 1,1.70 - 1.9C {1 sheet)
(Dated 4-9-79)

(c) Pen-and-ink changes:
None




47 BIAM SUPPLEMENT 1 1.7H
‘ CREDIT AND FINANCING
Guaranteed and Insured Ioans

H. Term Restrictions. Ioans with repayment tervs exceeding 30
years may not be quaranteed or insured.

I. Educational ILoans. Ioahs for educatlonal purposes are not
eligible under the Guarantee and Insurance Program. If no other source
is available, applicants may apply through their tribal relending pro-
grams; or, if eligible, for a direct loan fram the United States (see
47 BIAM, Supplement 2, 4.3F).

1.8 Amount of Guaranty (25 CFR 93.13). The percentage of a loan to be
guaranteed shall be the minimum necessary to obtain financing for an
applicant, but may not exceed 90% of the unpaid principal and interest.

A. The liability under the guaranty shall increase or decrease
with any increase or decrease in the unpaid principal of the obligation.
Ioans to individual Indians, partnerships, and closely held corporations
may not be guaranteed where the principal amount exceeds $100,000. Closely
held corporations are corporations having 10 or fewer stockholders and
corporations having total paid-in capital of less than $20,000. In addi-
tion, loans to individuals may not be guaranteed where the principal
amount. is less than $2,500 or where payment terms are less than one year.

B. BApplications of minors as determlned by applicable state and
Federal laws, may not be approved unless the natural parents or legal
guardians, with reputations of belng responsible individuals, co-sign
the promissory note(s) and securing documents.

C. DNot more than one guaranteed loan may be in effect with the
same borrower at any time without prior approval of the Commissioner.

1.9  2Amount of Insurance (25 CFR 93.14). The insurance provisions
apply to loans made by a lender under the terms of an insurance
agreement entered into between the Commissicner and the lender.

A. The insurance procedure will be used prlmarlly for loans to
finance small economic enterprises. A lender may be reimbursed for a
loss on a particular loan in an amount not to exceed 902 of the loss
on principal and unpaid accrued interest on the loan. However, the
total reimbursement to a lender for losses may not exceed 15% of the
aggregate of insured loans made by it under a particular agreement.

B. Regardless of amounts, loans made by tribes frar their own

funds to other tribes or Indian organizations will not be insured
without prior approval of the Commissioner. Insured loans to finance
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47 BIAM Supplement 1 1.9C
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an economic enterprise in an amount in excess of $50,000 will require
prior approval of the Commissioner. Ioans to individual Indians may
not be insured where the total unpaid principal would exceed $100,000.
Any insured loan to an individual Indian in ekcess of $50,000 will
require prior approval of the Camnissioner. Icans to individuals in
amounts less than $2,500 or for terms of less than one year may not
be insured. Loans to tribes or Indian organizations in amounts less
than $10,000 or where repayment terms are less than one year may not
be insured.

C. Applications of minors may not be approved unless the natural
parents or legal guardians, with reputations as being responsible
individuals, co-sign the promissory note(s) and securing documents.

D. DNot more than one insured loan may be in effect with the same
borrower at any time without the prior approval of the Commissioner.

1.10 Management and Technical Assistance (25 CFR 93.4). Concurrent
with the insuring or guaranteeing of any loan under these instructions,
the Camnissioner shall insure that the applicant shall be provided
campetent management and technical assistance (see Section 2 of this
Supplement for detailed instructions).

1.11 Interest (25 CFR 93.41). Interest rates charged by lenders on
guaranteed and insured loans, exclusive of locan service charges, if

any, shall not exceed such percent per annum on the principal obligation
outstanding as the Commissioner determines to be reasonable and legal

at the time a loan is guaranteed or insured, taking into account the
rates prevailing in the private market for similar loans and the risks
assumed by the United States. Each loan shall show the rate of interest
to be charged. Interest shall be payable at least ahnually. Once a
loan is closed, the interest rate may nhot be increased, even -though the
lender increases the rate on new loans. Lenders may not charge interest
on lcocan funds used for payment of loan service charges.

1.12 Interest Subsidy (25 CFR 93.42). The Camnissicner will pay an
interest subsidy to lenders on loans which are guaranteed or insured
under 25 CFR 93 at rates which are necessary to reduce the interest
rate payable by the borrowers to a rate determined in accordance with
Title 1, Section 104, of the Indian Financing Act of 1974 (P.L. 93-262,
88 stat. 77).

A. The rate of interest subsidy will be established by the
Camissioner at the time of issuance of a guaranty certificate or
insurance agreement on loans requiring approval by the Cammissioner, or
at the time of approval of Form 5-4755, Request for Loan Guaranty or
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CREDIT AND FINANCING
" Guaranteed and Insured Loans

1. GENERAL INFORMATION

1.1 Purpose. This supplement sets forth the types of loans eligible

for guarantee or insurance pursuant to Title II of the Indian Financing
Act of April 12, 1974 (88 Stat. 77, 25 U.S5.C. 1461 et. seq.), and the
Federal Regulations applicable thereto, 25 CFR 93, and the procedures for
processing, approving and servicing such loans. The Act provides for
guaranteeing up to 90% of a loan made by eligible lenders to Indians and
Indian organizations, or an agreement may be entered into whereby 15% of
the aggregate of loans made by a lender may be insured but not to exceed
90% of any one loan. In addition the Act provides for paying an interest
subsidy on such loans guaranteed or insured to reduce the rate of interest
paid by the borrower to the cost of borrowing from the United States. The
guaranty or insurance is subject to payment of a premium by the lender to
the Bureau of Indian Affairs.

1.2 Responsibility., The full faith and credit of the United States
Govermment, acting through the Commissioner of Indian Affairs, is res-
ponsible for all obligations entered into herein. Accordingly, Bureau
employees have a responsibility to carefully review and analyze applica-
tions and supporting documents to assure compliance with the regulations
and recommend or approve loans that indicate applicants have a reason-
able prospect. for repayment, based upon sound customary lending criteria.
The Indian applicant has a responsibility and obligation to repay the
amount borrowed, and the lender assumes the responsibility of servicing
the loan adequately and effectively, exerting every reasonable means in
default cases to assist the borrower against loss of his home, farm, or
business. The Bureau of Indian Affairs, on behalf of the United States,
must require that all parties fully discharge these responsibilities.

1.3 Eligible Lender (25 CFR 93.9). Those financial institutions sub-
ject to examination and supervision by an Agency of the United States,

a state or the District of Columbia, having the capacity to evaluate,
process, disburse and service loans and Indian tribes making loans from
their own funds to other tribes or organizations of Indians are eligible
to have loans insured under these regulations. Loans may be guaranteed
for any lender regularly engaged in making loans, having the capacity

to accept and process applications and service loans, and who is
satisfactory to the Commissioner.

1.4 Eligible Organizations (25 CFR 93,7). Loans to tribes and Indian
organizations having a form of organization satisfactory to the
Commissioner and recognized by the Federal Government as eligible for
services from the Bureau of Indian Affairs are eligible to be guaranteed
or insured when there is recasonable assurance of repayment of the loan.

Supp., 1, Release 2, 9-24-75



47 BIAM SUPPLEMENT 1 _ 1.5
CREDIT AND FINANCING
Guaranteed and Insured Loans

Cooperative associations, corporations and partnerships shall be organized
pursuant to state, Federal or tribal law. Cooperative associations, cor-
porations and partnerships applying for a guaranteed or insured loan to
purchase, establish or operate an economic enterprise on a reservation
must comply with the requirements of applicable rules, resolutions or
ordinances enacted by the governing body of the tribe.

1.5 Eligible Individuals (25 CFR 93,8). Only Indians who are members
of tribes recognized by the Federal Government as eligible for services
from the Bureau of Indian Affairs, whose tribes are not making loans to
members, and who are not members of or eligible for membership in an
organization which is making loans to its members are eligible for
guaranteed or insured loans. Individuals applying for a guaranteed or
insured loan to purchase, establish or operate an economic enterprise on
a reservation must comply with the requirements of applicable rules,
resolutions or ordinances enacted by the governing body of the trlbe

and state and Federal laws, if applicable,

Only those individual Indians who are members of tribes not conducting a
relending program are eligible. Most major tribes do conduct relending
programs. Care must, therefore, be exercised, as their members are pre-
cluded from participating in the program, regardless of the fact that
the Indian applicant may be far removed from his reservation. An
Hligibility Certificate for Guaranteed or Insured Loan, Form 5-4752,
Illustration 1 of this Supplement may be obtained from the Agency having
jurisdiction over the area in which the applicant resides.

1.6 Eligible Loans (25 CFR 93.3). Loans to eligible organizations and
individuals for financing economic enterprises which will contribute to
the economy of a reservation and loans for housing on a reservation to
be occupied by the borrower may be guaranteed or insured. The following
loans, when meeting the critéria of the preceding sentence, may be
guaranteed or insured.

A. Business. Loans to purchase land, buildings, supplies, equip-
ment, machinery, tools, inventory and for working capital to be used in
a business enterprise or in pursuing a gainful occupation may be insured
or guaranteed,

B. Agriculture. Loans to acquire lands, buildings, livestock,
equipment, machinery, supplies and operating capital necessary to develop
and operate all types of farming, ranching or other agricultural enter-
prises are eligible.

Supp. 1, Release 2, 9-24-75
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C. Land. Loans to purchase and develop land, within or adjacent
to a reservation, to be used by an economic enterprise owned by the .
borrower may be guaranteed or insured if there is economic benefit to
the reservation.

D. Home. Loans to purchase, construct, alter or repair a dwell-
ing on a reservation to be owned and occupied by the borrower are eligi-
ble only where the Commissioner has determined that loans from other
sources on reasonable terms are not available.

E. Refinance. Funds loaned to refinance unsecured debts may be
guaranteed or insured only when it is clearly justified by the financial
condition of the borrower and is clearly in his benefit.

F. Non-Recoverable Items. Funds included in loans for non-recover-
able items may be guaranteed or insured only if the items are required in
the direct operation of an economic enterprise,

1.7 Ineligible Loans (25 CFR 93.3 and 93.10). The following loans may
not be guaranteed or insured: ’

A, Pagyment of Personal Bills. Amounts included in loans to pay
personal bills or obligations may not be guaranteed or insured,

B. Non-Recoverable Items., Amounts included in loans for purchase
of furniture, passenger-carrying automobiles, trucks or pickups, house-
hold appliances, and similar items may not be guaranteed or insured.

C. Refinance. Funds included to refinance debts to reduce the
debt exposure of the lender may not be guaranteed or insured.

D. Financing a Relending Program. Loans for financing a relending
program may not be guaranteed or insured,

E. Loans by Other Federal Agencies. Loans made by any agency or instru-
mentality of the Federal Govermment may not be guaranteed or insured.

¥. Funds Borrowed from the United States. Loans made by an organ-
ization of Indians making loans from funds borrowed from the United States
may not be guaranteed or insured,

. G. Non-Taxable Interest Income. Loans may not be guaranteed or
insured where the interest income from the loans is not taxable income
under Chapter 1 of the Internal Revenue Code of 1954, as amended.

Supp. 1, Release 2, 9-24-75
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H. Term Restrictions. Loans with repayment terms exceeding 30
years may not be guaranteed or insured.

I, Educational Loans. Loans for educational purposes are not .
eligible under the Guarantee and Insurance Program. If no other source
is available, applicants may apply through their tribal relending pro-
grams; or, if eligible, for a direct loan from the United States (see
47 BIAM, Supplement 2, 4.3F),

1.8 Amount of Guaranty (25 CFR 93.13). The percentage of a loan to be
guaranteed shall be the minimum necessary to obtain financing for an
applicant, but may not exceed 90% of the unpaid principal and interest.

A, The liability under the guarantee shall increase or decrease
with any increase or decrease in the unpaid principal of the obligation.
Loans to individual Indians may not be guaranteed where the principal
amount exceeds $100,000. Loans to individuals may not be guaranteed
where the principal amount is less than $2,500 or where repayment terms

-are less than one year, An exception to these limits on time and amounts

may be approved by the Commissioner.

B. Applications of minors as determined by applicable state and
Federal laws, may not be approved unless the natural parents or legal
guardians, with reputations of being responsible individuals, co-sign
the promissory note(s) and securing documents.

C. Not more than one guaranteed loan may be in effect with the
same borrower at any time without prior approval of the Commissioner.

1.9 Amount of Insurance (25 CFR 93.14). The insurance provibions will
apply to loans made by a particular lender under the terms of an insurance
agreement entered into between the Commissioner and the lender,

A. The insurance procedure will be used primarily for loans to
finance small economic enterprises, A lender may be reimbursed for a
loss on a particular loan in an amount not to exceed 90% of the loss on
principal and unpaid accrued interest on the loan. However, the total
reimbursement to a lender for losses may not exceed 15% of the aggregate
of insured loans made by it under a particular agreement,

B. Regardless of amounts, loans made by tribes from their own funds

to other tribes or Indian organizations will not be insured without prior
apnroval of the Commissioner. Insured loans to finance an economic enterprise

Supp. 1, Release 2, 9-24-75
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in an amount in excess of $50,000 will require prior approval of the
Commissioner. Loans to individual Indians may not be insured where the

total unpaid principal would exceed $100,000. Any insured loan to an
individual Indian in excess of $50,000 will require prior approval of

the Commissioner. Loans to individuals in amounts less than $2,500 or

for terms of less than one year may not be insured.  Loans to tribes or

Indian organizations in amounts less than $10,000 or where repayment

"terms are less than one year may not be insured. An exception may be

made to these limitations of amounts and time, if approved by the Conmissioner.

C. Applications of minors may not be approved unless the natural
parents or legal guardians, with reputations as being responsible
individuals, co-sign the promissory note(s) and securing documents.

D. Not more than one insured loan may be in effect with the same
borrower at any time without the prior approval of the Commissioner.

1.10 Management and Technical Assistance (25 CFR 93.4). Concurrent with
-the insuring or guaranteeing of any loan under these instructions, the
Commissioner shall insure that the applicant shall be provided competent
- management and technical assistance (see Section 2 of this Supplement for
detailed instructions).

1.11 Interest (25 CFR 93.41). Interest rates charged by lenders on
guaranteed and insured loans, exclusive of loan service charges, if any,
shall not exceed such percent per annum on the principal obligation out-
standing as the Commissioner determines to be reasonable and legal at
the time a loan is guaranteed or insured, taking into account the rates
prevailing in the private market for similar loans and the risks assumed
by the United States. Each loan shall show the rate of interest to be
charged. Interest shall be payable at least annually. Once a loan is
closed, the interest rate may not be increased even though the lender
increases the rate on new loans. Lenders may not charge interest on loan
funds used for payment of loan service charges.

1.12 Interest Subsidy (25 CFR 93.42}. The Commissioner will pay an
interest subsidy to lenders on loans which are guaranteed or insured under
25 CFR 93 at rates which are necessary to reduce the interest rate pay-
able by the borrowers to a rate determined in accordance with Title 1,
Section 104, of the Indian Financing Act of 1974 (P.L. 93-262, 88 Stat. 77).

A, The rate of interest subsidy will be established by the
Commissioner at the time of issuance of a guaranty certificate or
insurance agreement on loans requiring approval by the Commissioner, or
at the time of approval of Form 5-4755, Request for Loan Guaranty or
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CREDIT AND FINANCING
Guaranteed and Insured Loans

Insurance and Approval on Loans insured under a general insurance
agreement. Interest subsidies paid to lenders by the United States on
behalf of borrowers shall continue to be paid over the remaining life of
the original term of a loan even if the lender elects to discontinue the
guaranty or insurance or otherwise causes the termination of the guaranty
or insurance by failure to make guaranty or insurance premium payments

as required in § 93.43. Interest subsidy payments by the United States
shall be discontinued on such loans when one of the following occurs:

(1) The loan is paid in full prior to the expiration of the
original term.

(2} The lcan is refinanced by a new loan.

(3} The repayment schedule on the principal balance owing is
extended beyond the original term, unless an exception is approved by
the Commissioner. The interest subsidy shall only be discontinued as to
the balance which has been extended beyond the original term of the loan.

(4} The lender on a defaulted loan is reimbursed for a -
guaranteed or insured loss, The date of the check shall be the date of
reimbursement.

B. The lender shall notify the Commissioner that he has made or
modified an insured loan under the provisions of this insurance agree-
ment within 20 days of such action and provide the Commissioner with the
following information:

(1) The name and address of the borrower.
{2y Tribal affiliation of the borrower.

(3} Amount of the loan and purpose(s).

(4) The repayment schedule.

f5) The interest rate charged the borrower.

(6) The date(s) funds were advanced.

C. After receiving notice from the lender, the Commissioner will
establish the interest subsidy rate and notify the lender of the rate
established.
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At the option of the lender, interest subsidies will be paid on the unpaid
principal balance owed by a borrower either annually, semi-annually,
quarterly or monthly. Using Form 5-4749, Lenders Report of Premiums and
Interest Subsidies Due, Illustration 11 of this Supplement, lenders should
notify the Commissioner of loan payments received from borrowers and request
payment of the subsidy. The interest subsidy, computed to the date payment
was made by the borrower, will be paid to the lender. Interest subsidies
may not be prepaid. Lenders shall promptly notify the Commissioner when
borrowers pay interest or principal in advance of the due date(s) provided
in the loan agreement.

1.13 Lender's Service Charge (25 CFR 93.44). Lenders may charge borrowers
reasonable fees for appraisals and compliance inspections; for lien

searches and filing and recording; for tax assessments and similar items
necessary to protect the integrity of the loan; for insurance premiums, sur-
vey costs, title examinations and insurance; and for such other charges

as may he authorized by the Commissioner at the time a Ioan is madé.

Service charges, if any, may be paid from the proceeds of a guaranteed or
insured loan when authorized in the loan agreement if the borrower cannot
pay the charges from his own funds. However, if this is done, lenders

may not charge interest on the amount advanced to pay service charges.

Borrowers shall not be required to pay points, finder's fees, loan
origination fees, bonuses, commissions or similar charges.,

1.14 Premium (25 CFR 93.43). A premium will be charged lenders on the
unpaid principal balance of guaranteed and insured loans at a rate es-
tablished by the Commissioner. :

A, Premium charges will not be charged to, collected from, or
otherwise passed on to borrowers. The Commissioner will establish the
premium rate to be charged on guaranteed and insured loans made during
a specified period of time and will notify lenders of the rate which
will be charged during the period established. By advance written notice
to lenders making guaranteed or insured loans, the Commissioner may change
or continue the rate established for the preceding period. The premium
rate established for loans made during a given period of time will re-
main in effect for the duration of the loan. The Commissioner may re-
quire a change in the premium rate on refinanced guaranteed and insured
loans to the rate in effect at the time of refinancing.

- B, The initial premium on guaranteed and insured loans shall be
remitted, payable to the Bureau of Indian Affairs, to the Superintendent
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of the local Agency within 10 days of the advance of loan funds to the
borrower. The premium shall be for the six months or portion of six
months in whiech the loan is made. Thereafter, premiums will be paid as
of June 30 and December 31 on the principal balance outstanding at the
end of each semi-annual period. The guaranty or insurance of a new loan,
or of additional advances on existing loans, will not be effective until
the Commissioner receives the premium due.

The guarantee of a loan shall cease to be effective if the premium is
not remitted within 30 days of the close of the semi-annual period,
Semi-annual premiums on insured loans are to be remitted within 30 days
and the insurance of the loan shall cease if the premium is not paid
within 60 days following the end of the semi-annual period.

1.15 Loan Servicing (25 CFR 93.46). The guaranty or insurance of a loan
by the Commissioner and the issuance of an insurance agreement will be
based on the requirement that adequate loan servicing will be performed
by the lender. Loan servicing will be without cost to the borrower,
unless the Commissioner authorizes a charge at the time the loan is made
pursuant to § 93.44. Authorizations for such charges shall be in writ-
ing and included in the loan agreement. Lenders are expected to follow
accepted standards employed by prudent lenders in the area in servicing
similar type loans. In servicing loans, lenders will make every effort
to prevent and minimize petential losses. Lenders will use prudence in
disbursing loan funds to borrowers to assure, to the extent feasible,
that loan funds are used only for the purposes for which the loan is
made. Unless approved by the Commissioner, any amounts disbursed for
purposes other than those provided in the loan agreement shall be ex-
cluded in computing the amount for which the lender may be reimbursed in
the event of a loss on a loan.

1.16 Modification of Loan Agreements (25 CFR 93.21). Guaranteed and insured
loans may be modified with the approval of the parties of the original

loan agreement. The Commissioner's approval is required to modify
guaranteed loans and insured loans which required the Commissioner's
approval only if the modification (1) changes the repayment schedule,

(2) changes the prime security, (3) changes the interest rate, (4) changes
the use of loans funds, (5) increases the principal amount of a loan, ex-
cept as provided on §93.22, (6) changes to the plan of operationm, (7) amend~
ment or changes in the organization papers of the borrower, (8) changes in
partnership agreements, or (9) changes the location of an enterprise.

When loans have been made under provisions of an approved insurance agree-
ment, not requiring the Commissioner's approval for insurance of individual
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loans, lenders shall exercise the same prudence in approving requests for
modifications of loan agreements and follow the same customary-procedures
and practices as have been established in connection with uninsured loans.
Modifications are to be in compliance with the provisions of §§ 93.14,

and 93.24. Lenders making insured loans under the provisions of such an
insurance agreement shall notify the Commissioner not later than 20 days
after approval of a modification of such insured loam. Modifications of
‘the organization papers of corporations or cooperative associations and
partnership agreements and plans of operationm which originally required
Commissioner approval, require approval by the Commissioner.

1.17 8ale ot Assignment of Guarantéed Loans. Lenders may sell or assign
a guaranteed loan, including the security and guaranty certificate, to any
other financial institution that is subject to examination and supervi-
sion by an agency of the United States, a state or the District of
Columbia, The institution acquiring the loan shall notify the Commissioner
in writing within 30 days after acquisition. Form 5-4758, Notice of
Acquisition of ‘Loan, Illustration 8 of this Supplement, furnishes the
required information and when furnished to the Superintendent of the Agency
Office servicing the guaranteed loan shall constitute written notice to the
Commissioner. Failure of the acquiring lender to furnish such notice within
the 30 day period will void the guaranty unless the Commissioner authorizes
an exception because of extenuating circumstances.

Lenders should submit the original and two copies of Form 5-4758 to the
Agency Superintendent who is assigned respomsibility for record-keeping

and servicing of the loan. The Superintendent will immediately acknow-—
ledge receipt on the bottom of the form and return a copy to the acquiring
lender. The Superintendent will retain one copy for his records and submit
the original, through the Area Director, to the Central Qffice, Division

of Financial Assistance,

1.18 Release of Security (25 CFR 93.35). The prime security for a loan
will not be released unless the property is to be sold and the net proceeds
will be applied to the loan. When approved by the Commissiomer, the prime
security may be released when the proceeds from property sold are to be
used to purchase property of similar nature and use and of at least equal
value and lien priority, and when the lender, borrower and Commissioner
agree that the sale and such use of the proceeds are necessary for the
success of an economic enterprise. Lenders may release property which is
planned to be sold in the regular course of business when the proceeds

are to be used for purposes which the lender determines are necessary

and proper in connection with the type of economic enterprise involved.
Releases of secur1ty involving trust income or trust or restricted land
will require prior- approval of the Commisgsioner.
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1.19 Preparation of Applications. It is immaterial whether an applicant
makes arrangements for a loan with the lender first or approaches the
Bureau. The following sets forth in general the responsibility of the
applicant, lender and the Bureau of Indian Affairs (BIA).

A. Loan Applicant. The applicant will need to obtain written
proof that he is eligible to obtain a guaranteed or insured loan. To
evidence eligibility of an applicant for a guaranteed or insured loan,
an Eligibility Certificate for Guaranteed or Insured Loan, Form 5-4752,
Illustration 1 of this Supplement, will be issued at the request of an
applicant, by the Superintendent of the reservation on which the applicant
resides or which will benefit from the business venture. In addition,
each applicant will be responsible to develop data to prepare a loan
application. Many Indians have dealt with commercial lenders for some
time either as an individual or in business, and they should continue
to do so.

B. Lender's Responsibility. The lender shall make the necessary
credit evaluation to determine if an applicant is a good credit risk
and if a loan applicant has a reasonable chance to repay a loan. If the
lender feels he could make a loan, providing that the Bureau will
guarantee or insure it, he will prepare the Request for Loan Guaranty
or Insurance and Approval, Form 5-4755, Illustration 3 of this Supplement.

(1} Guaranteed Loans. The lender will attach required financial
statements and the loan application to Form 5-4755 and submit the docket
to the local Agency Superintendent requesting a guarantee certificate.

(2) Insured Loans., After entering into an agreement to make
insured loans, the lender will process loans in accordance with the
agreement. The lender need only notify the Bureau of loans made within
his approval authority. On loans that require Commissioner's approval, he
will prepare the Request for Loan Guaranty or Insurance and Approval, and
transmit it with attachments toc the local Agency Office for processing.

C. Bureau Responsibility. Indian applicants may seek advice and
assistance from the Bureau, as to probable lenders, necessary plans,
financial data, feasibility reports, etc., in preparing a loan docket.
Upon request, the Bureau credit staff will, to the extent possible, ad-
vise Indian applicants regarding the feasibility of a proposal, Care
shall be exercised not to discourage Indian applicants. However, it is
a disservice to burden a person with a debt and business responsibilities
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beyond the capability of the applicant. If it is apparent that the
venture has a good pessibility of success, the Bureau will assist the
borrower in securing the necessary financing. Such assistance will in-
clude a referral to an approved lender for a guaranteed or insured loan.
Bureau employees will not refer Indian applicants to approved lenders if
it is apparent that the loan could not be approved, or if the Indian is
ineligible due to the fact that he is a member of a tribe conducting a
relending program.
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2. MANAGEMENT AND TECHNICAL ASSISTANCE

2.1 General. Concurrent with the guaranteeing or insuring of a loan, to
fund the development- of an economic enterprise, the Commissioner shall insure
that the loan applicant shall be provided competent management and tech-
nical assistance consistent with the nature of the enterprise being

funded and the needs of the applicant. Assistance may be provided by
available Bureau of Indian Affairs staff, other Government agencies in-
cluding states, a tribe, or other sources which the Commissioner considers
competent to provide the needed assistance. Fund limitations require that
contracting for management and technical assistance be used only when
adequate assistance is not available without additional cost. Contracts
for providing borrowers with competent management and technical assistance
shall be in accordance with applicable sections of the Federal Procurement
Regulations and where applicable compliance with the Act of April 30,
1908, chapter 153 (35 Stat. 71), as amended June 25, 1910, chapter 431,
section 25 (36 Stat. 861),.

2.2 Determination of Need. When requesting the guarantee or insurance

of a loan to finance an economic enterprise, the lender will inform the
Agency Superintendent of his evaluation of the applicant's need for
management and technical assistance and will indicate whethéer he will
provide such assistance to the borrower. When loans are made under
authority of a general insurance agreement the lender will make the
determination of an applicant's needs for management and technical assis-
tance. He will notify the Agency Superintendent in writing of the specific
areas of need and whether the assistance will be provided by the lender.
Where the lender is unable to furnish the assistance determined to be
needed to assure success of the business venture, and where a loan is to

be guaranteed or insured, the Superintendent will develop a program with
the applicant to assure that the applicant will be provided such assistance.
Requests for Bureau assistance will be made on Form 5-4745, Request for
Management and/or Technical Assistance, Illustration 2 of this Supplement.

2.3 Types and Source of Assistance. Assistance shall be of a professional
nature, such as, expert individual specialists giving advice or guidance

to the borrower, a management consultant firm providing a business assess-
ment, an accounting firm establishing a set of books or providing cost
information to the borrower, a marketing specialist giving advice or
preparing a market study for an enterprise. The assistance could consist
of short intensive courses for the Indian manager or other technicians.
However, extensive educational training will come under the Bureau's voca-
tional training program. The foregoing are examples and should not restrict
the assistance which may be needed on