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(a) Remove superseded material: : GERE 8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
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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

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



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 an individual basis.
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A. Assistance may be provided by non-Bureau lenders depending on
their capabilities, desires, and applicant's needs.

B. Assistance may be provided by available Bureau of Indian Affairs
staff, other Government agencies including states, a tribe, or other
sources which the Commissioner considers competent to provide needed
assistance.

C. It is intended that contracting for management and technical
assistance be used only when adequate assistance is not available without
cost. Contracts for providing 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).

2.4 Restrictions.

A, The "packaging" of a loan application by an individual or con-
sulting firm is not considered eligible, as paid assistance under Title V
of Public Law 93-262, Indian Financing Act of 1974, can only be made
"concurrent' with the approval of a loan or grant.

B. Funds shall not be used to pay salaries of officials or
employees of an enterprise as this would go beyond the scope of assistance.

2.5 Assistance Provided by the Bureau of Indian Affairs. The Bureau of
Indian Affairs officer assisting an applicant for a guaranteed or insured loan
shall see that the applicant has been apprised of all possible sources of
assistance for that type of enterprise., The credit staffs at most

Agencies are capable of providing adequate assistance in establishing
bookkeeping systems for small uncomplicated enterprises. However, the
following other branches (with brief outline of related capabilities)

should be called upon to assist in developing a program outline for pro-
viding applicants with available, and needed, management and technical
assistance:

A. Employment Assistance. Provisions are made for courses in
management training, part scholastic and part on-the-job, with local
colleges and businesses; also, assistance in locating and securing the
services of consultants for the loan clients.

' B. Office of Trust Responsibilities.

(1) Land Operations can provide:
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(a)} A plan of conservation operations for agriculturally-
oriented loans, : .

(b} A plan of farm and home management on farm or cattle
loans where this service is not available from extension service personnel.

(c) Flood plain studies for enterprise loans.

(d) Soil testing data to determine suitability for con-
struction of buildings and determining the type of sewage disposal needed.

(2) Real Property Management. Applications for the purchase
of trust or restricted land must be circulated through Real Property Manage-
ment employees before the credit officer makes any recommendations there-
on. This procedure is to make certain that the loans are in con-
formance with established policy for the acquisition of land by Indians.
All mortgages of trust or restricted individually owned land offered as
security for loans pursuant to 25 CFR 121.34 must be cleared through Real
Property Management employees before any recommendations are made by the
credit officer.

(3) Forestry. Counseling and guidance will be provided to
forest related enterprises and will serve as a contact with the United
States Forestry Service which can also provide assistance. Further, log-
ging cost accounting information and bid preparation data will be provided
to individuals.

(4} Appraisals. Where real property is to be purchased a
current appraisal will be obtained.

C. Office of Indian Education Programs. Assistance will be pro-
vided in the arrangement for classes to teach management sciences,

D. Plant Management. Assistance should be obtained on the purchase,
remodeling, and construction of buildings.

2.6 Assistance Provided by Other Federal Agencies.

A. Small Business Administration. The Small Business Administration
has the capability to furnish either direct or indirect guidance for
individual management counseling and information services to present and
prospective owners and managers of small businesses. They advise small
businessmen of all SBA and other Government agency assistance and services,
including workshops for prospective small business owners; management
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counseling including assistance from SCORE (Service Corps of Retired
Executives) and ACE (Active Corps of Executives) and graduate and under-
graduate students of business management schools; management courses,
conferences and clinics; and publications to assist in management of
small businesses, The following are other Small Business Administration
sponsored, or funded, programs with staff which can provide management
and technical assistance in various specialized fields.

(1) Minority Business Development Procurement Assistance., This
program utilizes authority provided to SBA under section 8{a) of the Small
Business Act to enter into procurement contracts with other Federal agencies .
and to subcontract to others the performance of contracts SBA has obtained.

(2) Management and Technical Assistance for Disadvantaged
Businessmen, This program provides management and technical assistance
through public or private organizations to existing or potential business-
men who are economically or socially disadvantaged or who are located in
areas of high concentration of unemployment. Grants may be under this
program.

(3) Minority Vendors Program. This program identifies monthly
businesses capable of supplying goods or services to major corporations
and identifies new business venture opportunities in which the minority
business community can engage.

B, Department of Commerce. Assistance may be obtained from the
Department of Commerce under the following programs:

(1) Office of Minority Business Enterprise (OMBE)}. This agency -
has the staff capability of assisting minority entrepreneurs in (a) local
business development, including outreach, "packaging" of loan and grant
applications, and advice and counseling, (b} provision for general and .
specialized management services and technical assistance (through in-house
volunteer and subcontract capabilities), and (c) business management
education and training.

(2) Fishery Cooperative Services, National.Oceanic and
Atmospheric Administration. This agency provides technical advice and
assistance in organizing and operating fishery cooperatives.

(3) Business Assistance, Services and Information. This agency
of the Department of Commerce provides economic and technical assistance and
advice concerning industries, commodities and trade; guidance on pending
legislation and regulatlons marketing data and assistance concerning
Government procurement.
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C. Department of Agriculture. The Cooperative Extension Service
of the Department of Agriculture makes grants to state land-grant institu-
tions which, through state and county extension service personnel, provides
educational programs based upon local needs which include agricultural
production and marketing and rural development.

D. General Services Administration. The Businesses Services Branch
of GSA provides information and counseling to assist business firms in
developing the Government market potential for their products and services,
to obtain contracting opportunities, and to purchase surplus property.

2.7 Contract for Management and Technical Assistance. Contracting for
management and technical assistance is to be used only when adequate
assistance is not available without cost. It is a last resort action,
and requires justification indicating that all other possible sources have
been explored. Upon determination that services will be required on an
individual case, the loan officer will decide and outline specifically
what services will be needed and who is adequately able to provide them.
The Agency Property Management officer should be contacted to determine
the best method of procuring the service. He may possibly be able to do
this on a purchase order contract with local approval authority. If it
is necessary to proceed through a formal contract, the following regula-
tions would govern:

A. 'Personal or Professional Services. Purchases and contracts for
personal or professional services may be negotiated without resorting to
formal advertising under the provisions of 41 CFR 1-3.204.

B. Services of Educational Institutions. Purchases and contracts
for the services of educational institutions may be negotiated without
formal advertising under the provisions of 41 CFR 1-3.205.

* * * & *

2.8 Catalog of Federal Domestic Assistance. The "Catalog of Federal
Domestic Assistance' provides a comprehensive listing and description of
Federal programs, activities, and funding which relate to management and
technical assistance., For ready reference the following pertinent Agency
program titles.as shown in the catalog are listed:

10,500 ~ Department of Agriculture - Cooperative Extension Service

11.104 - - Department of Commerce - Domestic and International Business
Administration (Business Assistance Services and Information)
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11

11.

11,
39,
59.
59.

59.

59.

72

.303

411

800
101
005
006

007

019

.006

Economic Development Administration, U.S, Department of
Commerce (Technical Assistance) '

National Oceanic and Atmospheric Administration,
Department of Commerce (Fishery Cooperative Services)

OMBE - Office of Minority Business Enterprise

General Services Administration (business services)

SBA - Management Assistance to Small Business
SBA -~ Minority Business Development - Procurement Assistance

SBA - Management and Technical Assistance for Disadvantaged
Businessmen

SBA - Minority Vendors Program

Action (SCORE and ACE)
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3., PROCESSING APPLICATIONS

3.1 Loan Applications. Applicants will deal directly with lenders for
loans to be guaranteed or insured. The application form will therefor

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 contained
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 applicatiom, shall be submitted as attachments to
the application. ’

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

B. Insurance. A statement shall be included to reflect any re-
quirements for hazard, liability or other insurance and endorsements

thereto.

C. Title to Property. The manner in which title to property, to
be purchased with the loan, will be taken shall be shown. Show 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
existing 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, includ-
ing balance sheets and operating statements and cash flow statements for
at least three years succeeding the date the loan is made, shall be
submitted. -

3. 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 lpan funds,
will accompany the application. Charges may be made for legal and
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architectural services, appralsals surveys, compllance 1nspectlons,
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
borrower's points, finder's fees, loan origination fees, bonuses,
commissions or similar charges.

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. Plan of Operation., A plan of operation, covering management,
operations, record-keeping, reporting, etc., and signed by the borrower
shall be submitted with the application when a loan is for a business
enterprise. In cases of applications from tribes or Indian organizations,
a plan of operation shall have been adopted by the borrower and approved
by the lender. and the Commissioner,

K. Compliance with Federal Acts. Where loan funds are to be used
“in any manner involving the disturbance of land on known or- reported
historical 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.S.C. 469), as amended by the Act of May 24,
1974 (P.L. 93-291; 88 Stat. 174), relating to the preservation of his-
torical and archaeological data and the Flood Disaster Protection Act of
1973 (P.L. 93-234; 87 Stat. 975), and provisions of the National
Environmental Policy Act of 1969 (P.L. 91-190; 42 U.S.C. 4321), and
Executive Order 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 indicate
whether, in his opinion, the applicant has the technical and management
ability to reasonably assure success of the business venture. He will
identify any areas in which he feels the applicant is lacking and will
state whether or not assistance needed to-overcome these deficiencies
can be furnished by the lender.

M. Project Feasibility. The lender will state whether or not he
believes the project is feasible and furnish a copy of any feasibility
study which may have been prepared for use in considering the application.
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N. Organizational Documents. Where loans are to be made to coopera-
tive associations and corporations copies of the organizational doctiments
will be submitted. In the case of partnerships, a copy of the partnership
agreement should be furnished.

3.2 Loan Guaranty Agreement. A Loan Guaranty Agreement, Form 5-4753,
JT1lustration 5 of this Supplement, must be executed by an eligible lender
and approved by the Commissioner before loans may be guaranteed for the
lender. Multiple loans may be guaranteed under a single guaranty agree-
ment so long as the Loan Guaranty Certificate, Illustration 6 of this
Supplement, adequately identifies the agreement under which the loan is
guaranteed, Guaranty Certificates must, however, be approved for each
guaranteed loan. ~The puaranty shall become effective only after approval
of Form 5-4755, Request for Loan Guaranty or Insurance and Approval,
Illustration 3 of this Supplement, and Form 5-4756, Loan Guaranty Certificate,
Illustration 6 of this Supplement, have been approved by the Commissioner,
loan funds have been advanced by the lender and the premium has been paid
to the Bureau of Indian Affairs,

3.3 Loan Insurance Agreement. The same Loan Insurance Agreement, Form
5-47547, Illustration 4 of this Supplement, will be used for an "individual"
agreement, as is used for a ''general! agreement. Where the insurance of

a loan is approved as an exception to limitations of 1.8 of this
Supplement, an individual agreement will be executed by the lender and
approved by the Commissioner. The insurance will become effective under

an individual agreement when the Request for Loan Guaranty or Insurance and

- Approval has been approved by the Commissioner, the loan funds have been

advanced by the lender, and the premium has been paid to the Bureau.

Where a lender wishes to have a number of loans in a combined stated amount,
made over a specified time period, insured without obtaining approval on
each individual loan, a general insurance agreement may be executed by an
eligible lender and approved by the Commissioner. Loans may then be pro-
cessed under the terms and conditions of the agreement. Insurance, on

each loan made, is effective at the time the Bureau receives notice from
the lender on Form 5-4757, Loan Made - Premium Due Insured Loans, Illustra-
tion 7 of this Supplement, and the insurance premium is paid. Form 5-4757
shall be furnished by the lender to the Commissioner no later than 20 days
following the date a loan was made.

3.4 Approval. Lenders wishing to participate in either the guaranteed or
jnsured program should contact and process requests through the Agency
Superintendent having jurisdiction over the reservation which will realize
economic benefit from the loan or loans to be guaranteed or insured.
Superintendents will furnish preliminary information as requested by
applicants and lenders.

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



47 BIAM SUPPLEMENT 1 . - 3,4A
CREDIT AND FINANCING .
Processing Applications

A. Superintendent. Without regard for an applicant's tribal
affiliation, Superintendents with jurisdiction over the reservation re-
ceiving economic benefit from an enterprise being funded or upon which a
home is to be purchased or constructed, will accept and process requests
for the guaranty or insurance of loans.

(1} When requested, Agency Superintendents will, after obtain-
ing a certificate of enrollment from the Superintendent of the applicant's
home Agency or from officials of the tribe in which he is enrolled,
furnish the applicant or the lender with the Eligibility Certificate for
Guaranteed or Insured Loan, Illustration 1 of this Supplement.

(2) Superintendents will assure that loan dockets or requests
for approval of guaranty certificate or guaranty or insurance agreements
are complete., Incomplete applications will not be forwarded to the Area
Director but will be returned to the lender for completion., Superintendents
shall add or request additional documents from the lender or applicant
which he considers necessary for complete evaluation of the project. He
will recommend the action to be taken and submit the application to the
Area Director, '

B. Area Director., Area Directors will review and evaluate loan
dockets and requests for guaranty or insurance agreements submitted by
Superintendents. Where he determines that an application is incomplete or
that information or documents furnished are inadequate or lacking sufficient
detail he will return the application to the Superintendent with instruc-
tions for correcting the deficiency and resubmittal of the application.

The Area Director will evaluate applications and requests and submit them,
with his recommendation, to the Commissioner. '

C. Commissioner. All Requests for Loan Guaranty or Insurance, Loan
Guaranty Agreements, Loan Insurance Agreements, and Loan Guarantee Certifi-
cates must be approved by the Commissioner., The documents will be approved
as submitted or returned to the Area Director advising that the documents
cannot be approved as submitted and the reason(s) why. ‘

3.5 Distribution of Copies. Upon approval of the Commissioner, the loan
application with attachments will be returned to the Agency Superintendent
through the Area Director. Copies of other documents will be distributed

as follows:

_ A, Loan Guaranty or Insurance Agreemént. Agencies will prepare
these documents, have them cxecuted in duplicate by the lender, attach a
Superintendent's recommendation and submit the original and one copy,
through the Area Director, to the Commissioner., Upon approval, the copy
will be retained by the Central Office, Division of Financial Assistance,
and the original will be returned to the Superintendent, through the Area
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Director. The Superintendent may reproduce the approved document for his
records and present the original to the lender. .

B. Request for Loan Guaranty or Insurance and Approval. Lenders
will prepare the front side of this form, in duplicate, and present it to
the Agency Superintendent for processing. The request will then be pro-
cessed and copies distributed as set forth in 3.5A, above. The reverse
side of the request will be completed by the Central Office, Division of
Financial Assistance, prior to being approved by the Commissioner. The
request will provide under part (f) that the guaranty or insurance is not
to become effective until the loan funds are advanced and the guarantee or
insurance premium paid to the Bureau of Indian Affairs.

C. Loan Guaranty Certificate. Concurrent with the approval of a
request for loan guaranty, the Commissiomer will issue a Loan Guaranty
Certificate, the original and one copy. The Central Office, Division of
Financial Assistance will retain the copy and the original will be attached
to and be distributed with the Request for Loan Guaranty or Insurance and

Approval form.

3.6 Interest Subsidy Obligation., When notice is received that the lender
has made a guaranteed or 1nsured loan and the premium has been collected,
the Area Director or Agency Superintendent, at the option of the Area
Director will send, to the Division of Financial Assistance, Central Office,
a Request for Allotment for the interest subsidy payments projected for |
the life of the loan. When the allotment has been received, he will es-
tablish the obligation for payment of interest subsidy by processing a
Miscellaneous Obligatiom Record {MOR). The MOR shall show the Loan
Guaranty Certificate number or the Loan Insurance Agreement number and
identify the loan by name of borrower. An amount sufficient to pay the
interest subsidy for the life of the loan and at the terms of the pro-
missory note will be entered into the Bureau's accounting system pursuant
to instructions of 42 BIAM., All payments of interest subsidy will be
posted against this obligation. The obligation shall be adjusted, as
necessary, when a loan is prepaid or modified to increase the amount

or to change the repayment terms. Before increasing established obliga-
tions it is necessary that additional allotments be requested from the
Central Office. The Agency or Area Office shall notify the Central

Office, Division of Financial Assistance of each obligation established

or adjusted, This notice may be furnished by memorandum or by copy of

the MOR and may be submitted at the time of issuance or with the

Cuaranteed and Insured Loans - Monthly Report required by 47 BIAM,
Supplement 4, 1.10A.

3,7 Reserve for Losses. When the Central Office, Division of Financial
Assistance has been informed that a guaranteed or insured loan has been
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made or modified, a reserve for possible losses on loans will be estab-
lished, The account will be adjusted for payments received on loans and
for actual losses on loans,

3.8 Loan Guaranty and Insurance Fund, The Loan Guaranty and Insurance
Fund, appropriation 144410, activity 1320, shall be utilized for all
guaranty and insurance operations.

A. Receipts. Guaranty and insurance premiums collected from lenders
and other receipts from program operations will be receipted on Form DI-
1040, Bill of Collection, for deposit to the fund. Coding for receipts
will be in accordance with 42 BIAM, A copy of each DI-1040, issued during
the month, will be attached to Form 5-4746, Guaranteed and Insured Loans -
Monthly Report to be forwarded through the Area Director to the Central
Office, Division of Financial Assistance.

B.. Disbursements. All disbursements incident to administration of
guaranteed or insured loans shall be made from the fund by Voucher Form
SF-1034, Interest subsidies paid by the Commissioner to lenders for credit
of the borrower shall be paid from the fund and charged against an
"interest subsidy account" as an expense of the fund, Coding for disburse-
ments will be in accordance with 42 BIAM, A copy of each Form SF-1034
drawn during the month will be attached to Form 5-4746, Guaranteed and
Insured Loans - Monthly Report, Illustration 7, Supplement 4 , to be
forwarded through the Area Director to the Central Office, Division of
Financial Assistance.

C. Assets, All cash, claims, notes, mortgages, contracts, and
property acquired by the Bureau through assignments, assumptions or other-
wise shall constitute the assets of the fund. All liabilities and obliga-
tions of such assets shall be liabilities and obligations of the fund.

3.9 Records and Reports.

A, Lenders. Lenders will maintain adequate records, in the
generally accepted manner, to provide essential information for servicing
and reporting on guaranteed and insured loans, The lender's records of
guaranteed or insured loans will be made available, upon request of the
Commissioner, at any reasonable time during regular business days and hours,
for examination.

Reports required by their Loan Guarantee or Insurance Agreement, by
Section 3.3 of this Supplement and 47 BIAM, Supplement 4, 1.10C, are re-
quired of the lender, The Commissioner may from time to time make reason-
able changes to thée types, dates and forms of reports to be furnished by

lenders.
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B. Bureau. Financial accounting for the Guaranty and Insurance
Fund will be done through the Bureau's accounting system as detailed in
42 BIAM. In addition, field credit officers will maintain records on
guaranteed and insured loans adequate to furnish reports to the
Commissioner and for audit and examination purposes. Format for loan
cards and report forms are furnished in 47 BIAM, Supplement4 .

Agency and Area Offices will submit reports required by 47 BIAM,

Supplement 4, 1.10, and other reports as may be requested by the
Commlss10ner.
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4, DEFAULT, ADJUSTMENT AND CANCELLATION OF LOANS -

4.1 Default on Loans. Within 45 days of the date a borrower defaults in
one or more provisions of his loan agreement the lender will notify the
Bureau, using Form 5-4760, Notice of Default/Claim for Loss Guaranteed and
Insured lLoan, Illustration 10 of this Supplement, and proteed“under provi-
sions of the loan guarantee or insurance agreement and conditions of the
loan agreement. ' '

A. Allowable Liquidatiorn Charges. Lenders may charge the following
against the gross amount collected from the sale of security in determin-
ing the amounts to be claimed under a guarantee certificate or insurance
agreement :

- (1) Reasonable and necessary expenses for preservation of the
securlity.

(2) Court and attorney costs in a foreclosure or proper judicial
proceeding involving the security.

(3) Other reasonable expenses necessary for collecting the debt
or for repossession, protection, aund liquidation of the security.

_(4) Other expenscs or fees approved in advance by the
Commissioner. '

(5) Accrued unpaid interest to the date of judgment and decree
of foreclosure of sale, or the date established by the Commissioner that
accrued interest shall cease pursuant to CFR 93.36 and 93.37.

B. Claim for Loss and Assignment to the United States. The lender
vill submit a claim for loss on the Form 5-4760, Notice of Default/Claim
for Loss - Guaranteed and Insured Loans, to the Agency Superintendent.

(1) The Superintendent will verify the amount claimed, He
will submit 4 Request for Allotment to the Central Office, Division of
Financial Assistance, in the amount verified. The Central Office will
furnish an Advice of Allotment and adjust the Reserve for Losses account
by the amount set aside in the account for the loan. On receipt of the
allotment, a voucher will be prepared for payment of the applicable
percentage of the unpaid principal balance and of unpaid accrued interest
to the date of notice. The voucher will direct that the check be made
payable to the lender, in care of the Superintendent, and will be for-
warded to the -Area Credit Officer for processing. The check will be drawn
and delivered through the Area Credit Officer to the Superintendent. Upon
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receipt of the check, the Superintendent will make certain the subrogation
agreement is in order and that appropriate forms are completed. to assign
‘the note and security. Assistance of the field solicitor 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 to which he is entitled; on a guaranteed or
insured loan, he shall complete and execute Form 5-4759, Assignment of
Interests, Illustration 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 loan. Any other documents which the Solicitor may consider necessary
to perfect the assignment of the security and loan to the United States
will also be executed by the lender. At this time, the Agency Superinten-
dent will become responsible for servicing the loan. He will take such
action as the Commissioner deems appropriate to provide maximum 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. Unless interest accrual has been stopped, or the terms of the

note are modified, the interest charged after loan assumption shall be the
rate set forth in the promissory note less the rate of interest subsidy

established when the loan was made.

Loans assigned to the United States shall be picked up on 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. Modification. Where there is sufficient indication that con-
tinued operation of a particular enterprise for which the loan was made
would probably 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 in writing to indicate his willingness to
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execute papers 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 provisions of the Act.

In cases where the terms of a promissory note are to be extended or other-
wise modified the borrower will be required to execute a new promissory
hote at the rate of interest set by the Secretary of the Treasury, for the
month in which the modification is approved, in accordance with Title I,
Section 104, of the Indian Financing Act of 1974 (P.L. 93-262, 83 Stat.
77). TNew 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
another financing source to which the loan may be sold to replenish the
fund. Where such efforts are unsuccessful and fully documented the
Commissioner may approve a second period of time,

B. 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.

C. Liquidation. Loans will be liquidated in accordance with con-
ditions specified in loan agreements, real estate mortgages, deed of
trust and other securing documents and in accordamce with applicable
tribal regulations and state laws. Guidance of the regional or field
solicitor will be obtained to resolve legal questioms. Loans in default
and which cannot be otherwise liquidated shall be referred to the
Solicitor for legal actionm.

The receipt of funds resulting from the sale of assets received under an
Assignment of Interests 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 indebtedmess will be submitted by the Agency Superintendent in
accordance with guidelines contained in 47 BIAM, Supplement 2, Sectionm 6.3.
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ELIGIBILITY CERTIFICATE FOR GUARANTEED OR INSURED LOAN

To:
Lender Applicént
Address Address v
Zip Code " Zip Code

Purguant to the eligibility requirements of the Indian Financing Act of 1974, the above

named applicant is E:L is not E:L eligible for a loan, from an approved lender, to be

guarant

eed or insured by the United States Government for the following reasons:

1. Applicant is [:L is not [:L a member of the
Tribe, recognizéd by the Federal
Government as eligible for services from the Bureau of Indian Affairs, which
is [:l is not [:L presently conducting a program of extending loans to its
members.
1 . g . . . e
2. Isi i is not [], a tribe or organization having a form of organization
satiéfactory to the Commissioner, recognized by the Federal Government as
eligible for services from the Bureau of Indian Affairs.
e T ™ . I . . 9
3. Is_ ! is not : 1, an economic enterprise which is at least 51%Z owned by
eligible Indians.
BUREAU OF INDIAN AFFATRS
Date By
Title
- - Agency. N

Supp. 1, Release 2, 9-24-75
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DEPARTMENT OF THE INTERIOR
BUREAU OF INDIAN AFFAIRS -(BIA)

REQUEST FOR MANAGEMENT AND/OR TECHNICAL ASSISTANCE

The undersigned anticipatés obtaining financing from the Bureau of Indian Affairs
under the provisions of the Indian Financing Aect of 1974, and hereby requests
management and/or technical assistance.

It is understood that said assistance shall be provided to me free of charge and
that I am not obligated to reimburse BlA for any expense incurred by either party.

BIA, for reasonable cause, may terminate the management and/or technical assistance
upon written notice to the undersigned. The undersigned may request termination of
the management and/or technical assistance when, in his opinioen, he is capable of
managing the business being assisted without further assistance.

In consideration of the processing of this request and/or the services specified,

I hereby waive aliclaims arising therefrom against BIA or the individuals providing
those services and agree to hold bharmless BIA and said individuals from all actions
brought against BIA or them for damages or injuries sustained, or alleged to have
been caused by BIA's staff, or subcontractors while in the performance of or as a
-result of the work undertaken on behalf of me or my company.

(Name of Individual or Concern) {Telephone Number)

Address (Include Z'p Code,

Signature & Title of Party Requesting Assistance Date

g Type of Business

Describe briefly nature of problem and reason for requesting Management or Technical Assistance

Supp. 1, Release 2, 9-24-75
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REQUEST FOR LOAN GUARANTY DR INSURANCE AND APPROVAL

To: :

'Superintendcnt : : 7 Name of Borrower

Agéncy-- 7; 7 Address _' . ~ zip Code
Addzess Zip Code  Tribe.

Enterpriée ~ Tame & Address (Incl Zip Code)

, 7 [ ] Guaranteed Loans Application No.
Check appropriate status: : o .

. [:I Insured Loans,
E:] Individual [:} Cooperative -

[j Tribe [:} Partnership Ej Corporation

Purpose of Loan ' ' N ' Amount

ﬁepayment schedule & maturity:

Percentage of Interest Loan Service Date of Approved Guaranty or
Guaranty Requested Rate Charge, if any  Insurance Agreement
Date of Request : . Lender

By

Lender's Telephone: No. : - -

Lender's Address Zip Code

Coples of the following are to be zttached and made a part of this request, if applicable:

1. Loan Application, Promissory Note 5. Lender's Evaluation of Feasibility
and Security f. Management Assessment .

%, Plan of Qperation , 7. Organlzation Tapers

3. Current Financial Statements §. Statement that loan is not available

4, Tro Forma Financial Statements without insurance or guaranty.

Supp. 1, Release 2,-9-24—75
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' Page 2 of 2
The request for BIA to Guarantee or Insure % of a loan in the
ampunt of $§ , with annual interest at the rate of %z to
be made by and between

(Lender)
and
' (Borrower) .

is hereby approved pursuant to the Indian Financing Act of 1974 (25 U.S.C. § 1451, et seq.).
The maturity date of this loan is : . . .

This authorization is subject to:

(a) Provisions of the Guaranty or Insurance Agreement between Lender and BIA
dated .

(b) First disbursement of the loan being made not later than months, and
no disbursement being made later than months from the date of this
Authorization, unless such time is extended pursuant to prior written.comsent

by BIA, , i

(¢) Prior to each disbursement on account of the loan, Lender shall be in recéipt
of evidence satisfactory to it, in its sole discretion, that there 'has been’
no unremedied adverse change since the date of the application, or since any
of the preceding disbursements, in the financial or any other condition of '
the Borrower which would warrant withholding or not making any such disburse-
ment or any further disbursement,

(d) The Lender paying a guaranty or insurance premium at an annual rate of

Z of the unpaid principal to the loan, semi-annually. A first
premium shall be remitted to the Commissiomer on each advance made by the
Lender, based on the amount advanced. The premiwm shall be for 6 months or
portion of the 6 months in which the loan is closed. Thereafter, premiums
will be remitted by the Lender within 30 days after December 31 and
June 30 on the principal balance outstanding at the end of each semi-annual
period. The guaranty or insurance of a loan will not he effective untll the

Commissioner receives the premium.

(¢) The Commissioner of Indian Affairs will pay the Lender an interest subsidy
at the rate of % per annum during the term of this loan. Subsidy
payments will be made by the Commissioner according to scheduled payments
made by the borrower, but not before.

{f) Other conditions:

DATE COMMISSIONER OF INDIAN AFFAIRS
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UNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF INDIAN AFFAIRS

LOAN INSURANCE AGREEMENT BETWEEN

and the

BUREAU OF INDIAN AFFAIRS

This agreement, made this day of _ \
19 , by and between {Lender)
and the United States acting through the Commissioner of Indian Affairs
hereinafter referred to as Commissioner.

WITNESSETH:

WHEREAS, it is the intention of the parties to establish a mutual
arrangement and understanding for the making by lender and the insuring by
the Commissioner of loans to eligible Indian organizations and individual
Indians to finance economic enterprises and housing in furtherance of. develop-
ing the physical and human resources of Indians as provided by the Indian
Financing Act of 1974 (88 .Stat. 77, 25 U.§.G. § 1451 et. seq.).

NOW THEREFORE, in consideration of the mutual promises contained here-
in, the parties represent and agree as follows:

1. Scope of Agreement. This apreement shall relate only to loans
made after the date of this agreement which have been approved by the Lender,
and the Commissioner where required, in accordance with their respective credit
policies and the insuring conditions and limitations set forth in the Indian
Financing Act of 1974 and the Secretarial Regulations issued pursuant thereto
(25 CFR § 93).

2. Term. This agreement shall gxpire on the day of
19
3 Insuring Limitations. Loans insured under this agreement shall

be limited to the following:

A. The aggregate total principal amount of all loans to be insured
during the term of this agreement shall not exceed $

8. The total reimbursable amount payable to the Lender on any one
loan shall not exceed 90 percent of the loss, including accrued interest on
that loan.

C. The total reimbursable amount payable to the Lender under this
agreement shall not exceed fifteen percent (15%) of the aggregate of the total
principal amount of all insured loans made.

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



Form'5—4754 ' 47 BIAM Supplement ‘1
(April 1975) Illustration 4 -
Page 2 of 7

D. Loans in excess of $50,000 may not be insured without the
written approval of the Commissioner of Indian Affairs, Loans for lesser
sums may be approved by the Lender,

E. Loans to individual Indians for less than $2,500 and loans to
Indian tribes or organizations for less than $10,000 will not be insured,
unless an exception is obtained from the Commissioner.

F., Loans that will mature within one year from the date of the
first advance shall not be insured, unless an exception 1s cobtained from the

Commissioner.,

G. The maturity date on insured loans may not exceed 30 years from
date of first advance.

.~ H. The lender shall determine that financing is not otherwise
available on reasonable terms and conditions without the benefit of insurance,

4, Eligibility. "Eligibility Certificate for Guaranteed or Insured
Loans" (Form 5-4752), for Indian tribes or organizations or individual Indians
shall be obtained from the Superintendent of the BIA Agency supervising the
area in which the tribe or organization is located or the tribe in which the

applicant is a member.

5. Request for Approval, With respect to loans that require the
Commissioner's approval, the Lender shall prepare the "Request for Loan Guaranty
or Insurance and Approval' (Form 5-4755), and submit duplicate copies of the
Lender's loan application and attachments to the Commissioner., The Commissioner
will approve the application on the reverse of the form and will return the
ioan docket to the Lender. If the request is disapproved, the Commissioner
shall return one copy of the application to the Lender with an explanation of

the reason for such disapproval.

6. Premium, The Commissioner will charge the Lender a premium on
the unpaid principal amount of all loans insured at a rate to be established
by the Commissioner of Indian Affairs. The Commissioner will notify the
Lender in writing of the premium rate then in effect and the period of time
during which the rate will be applicable to such loans. Notification of sub-
sequent rate changes will be in the same manner. The initial premium pay-
ments shall be remitted to the Commissioner of Indian Affairs on Loan Made -
Premium Due - Insured Loans (Form 5-4757), within 10 days following the first
advance and will be for the six months or portion of the six months in which
the loan is closed, Thereafter, premiums will be remitted by the Lender within
30 days after December 31, and June 30 on the principal balance outstanding
at the end of each semi-annual period on Form 5-4749. The insurance of a loan
will cease to be effective if the premium is not paid within 30 days of the

end of a semi-annual period.

7. Security for Loan. The Lenders shall require borrowers to pro-—
vide sufficient security, if available, to adequately secure the loan, with-
out comnsideration of the loans being insured.

Supp. 1, Release 2, 9-24-75
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' Iitlerﬁo'personal propérty purchased with proceeds of an insured loan shall be
takén in the name of the borrower, unrestricted.

The Lender shall require any property purchased with the proceeds of an
insured loan, extcept land purchased by a tribe, title to which is taken in a
trust or restricted status, to be mortgaged to the Lender as security for
the loan, unless the loan is otherwise adequately secured. :

. 8, Interest.  Each loan shall show the rate of interest being charged
by the Lender. Interest shall be payable at least annually. Once a loan is
closed the interest rate on that loan may not be increased,

' 9, Interest Subsidy. The Commissioner may pay an interest subsidy
to the Lender on .insured loans., Upon being notified on "Loan Made - Premium
Due - Insured Loams," (Form 5-4757), that a ‘loan has been made or modified,
the Commigsiciter will notify the Lender of the established rate of interest
subsidy. The rate of interest subsidy will remain in effect during the
term of the loan, Intérest subsidies will be paid on the unpaid principal
balance -6wed by a borrower either annually, semi-annually, quarterly or
mohthly_depending on the time interest-has been paid.and as near the due
daté . as -feasible, but not before. Requests for interest subsidy payments
shall be at least gemi-annually (December 31 and June 30) on Form 5-4740,
"Lenders Report of Premiums and Interest Subsidies Due." The form can be
adapted to quarterly or monthly if requests for interest subsidy are requested

-_mpre'frequently_than semi-annually,

© 10, Closing and Disbursement of Loans. Lender shall close and dis--
_burse each ‘loan in accordance with this agreement or the terms and conditions
upon. which the insured loan was approved. Lender shall cause to be executed
a note and any additional instruments and take such other actions which
ghall, ‘consistent with prudent closing practices, be required in order to

fully protect or preserve. the interests of Lender and BIA in the loan,

T 1l. Insurance Coverage Effective., Loans made pursuant to this
agreement shall be 1insured upon the loan funds being disbursed and receipt
 of the premium by the Commissioner. However, immmediately after the loan is
closed, the Lender shall advise the BIA of (1) the name and address of the
borrower, (2) tribal affiliatiom, (3) the principal amount of the loan and
purpose, (4) repayment schedule, {(5) the Lender's rate of interest upon such

loan, and (6) the date funds were advanced.

. :12. Records and Reports. Lender agrees to maintain adequate
records of the loan. ' Ihe Commissioner may inspect such records at any reason-
able time during regular business days or hours. The Commissioner may pres-—
cribe the reports and forms to be used in reporting information regarding
insured loans,. o '

13. Loan Servicing. The insurance of a loan by the Commissioner
and the issuance Of an insurance agreement will be based on the requirement

Supp. 1, Release 2, 9-24-75
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that adequate loan servicing will be performed by the Lender. Loan servic-
ing will be without cost to the borrower, unless the Commissioner authorizes
a charge at the time the loan is made. Authorizations 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 servic-
ing similar type loans. In servicing loans, Lenders will make every effort
to prevent and minimize potential 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 excluded in computing the
amount for which the Lender may be reimbursed in the event of a loss on a loan.

14. Modification of Loan Agreements. Lenders making insured loans
which under the provisions of an approved insurance agreement do not require
Commissioner approval shall use prudence in approving requests for modifica-
tions of loan agreements and follow the Lender's customary procedures and
practices which are used in connection with non-insured loans made by it.
Modifications are to be in compliance with the provisions of paragraph 3,
Insuring Limitations. 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 by use of
Form 5-4757.

15. Protective Advances. When provided for in a loan- agreement,
subject to limitations on the amounts and terms, Lenders may advance, for
certain purposes, up to 10 percent of the amount for which an insured lean
was originally approved. If the borrower is unable to provide the funds or
refuses to do so, an advance may be made for purposes necessary and proper
for the preservation, maintenance or repair of the property purchased with or
given to secure the loan; for accrued taxes, special assessments, ground and
water rents, and hazard and liability insurance premiums; and for any other’
purpose necessary for the protectionm of the interest of the Lender or borrower.
The additional advance will be charged against the borrower. Repayment of
the protective advance shall be automatically insured at the same percentage
rate as applied to the original amount of the loan upon the Commissioner's
receiving Lender’'s notice on Form 5-4747 that an additional amount has been
advanced, coupled with a statement as to the necessity and purpose(s) of the
advance. Such documentation shall be furnished along with the payment of
the premium for the additional amount. The amount of any additional advance
shall be scheduled for repayment proportionately over the remaining install-
ments of the unpaid principal balance of the loan. The advance will be in-
cluded as part of the borrower's loan oblipation and may bear interest at
the current rate.

16. Prepayments. Borrower shall have the right to prepay all or
any part of the indebtedness at any time without penalty unless otherwise
provided for in 1oan agreement. The Lender shall promptly notify the
Commissioner of any &advance payments,
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17. Late Charges. Lender may assess a late charge on each loan
installment, principal only, received more than 30 days after the due date, if
the loan agreement at the time of aproval contains an authorization to this
effect. The amount of late charges assessed may not be insured. Interest
may not be charged on late charges.

18. Default, Within 45 days after the borrower's default, the Lender
shall notify the Commissioner of such default by certified or registered mail,
Notice shall include the name of the borrower, insurance agreement number,
principal balance, accrued interest to date of notice, delinquent principal
and interest tp date of notice, and any other failure of borrower to comply
with the provisions of the loan insurance agreement. .

Within 60 days after borrower's default on an insured loan, or such additiomnal
time as the Commissiomer may authorize, to remedy the default, Lender shall:

_ (a) Make a written agreement with the borrower to extend the repay-
ment terms or otherwise forbear for the benefit of the borrower. Such agree-
ments shall be approved by the Commissioner.

-{b) Make a written demand for BJA to reimburse the Lender's insured
losses after exhausting all reasonable efforts to collect the loan and to
liguidate the security to the fullest extent feasible. All proceeds realized
from Lender's cellection efforts shall be applied upon the borrower's debt.

In making a written demand for BIA to reimburse its insured losses on any
insured loan, Lender shall thereby certify that the loan has been disbursed
and serviced in compliance with this agreement and that the provisions of
this agreement remain in full force and effect with respect to such loan.
Lender shall alsc furnish such information as is necessary to establish the
amount of the claimed loss. If the Commissioner finds that an insured loss
has been suffered, he shall pay the lender ninety per centum (90%Z) of the loss
for such loan but the payment cannot exceed 15Z of the agpregate amount of
loans insured. Upon being reimbursed for its loss, the United States shall
be subrogated to all rights and interests of the Lender in such loan. The
Leunder shall also assign the loan and all security for the loan or the
‘judgment evidencing the borrower's debt to the United States. The Lender
shall have no further claim against the borrower or the United States

after being reimbursed for its losses as herein provided.

The Commissioner shall not refuse to pay a valid insurance claim on loans
made in good faith

19. Charges upon Liquidation. Lenders may charge the following
against the gross amounts collected from the sale of security in determining
the amounts to be claimed under an insurance agreement:

{a) TReasonable and necessary expenses for preservation of the
security. '

(b) Court and attorney costs in a foreclosure or proper judicial
proceeding involving the security.

Supp. 1, Release 2, 9-24-75
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(¢) Other reasonable expenses necessary for collecting the debt or
for repossession, protection, and liquidation of the security,

(d) Other expenses or fees approved in advance by the Commissiomner,

(e) Accrued unpaid interest to the date of judgment and decree of
foreclosure or sale, or the date established by the Commissioner that accrued

interest shall cease.

20. Fraud or Misrepresentation, ILenders shall use prudence in
checking and verifying information contained in loan applications as well
as supporting papers and documents in order to assure the accuracy and the
validity of signatures,

There shall be no liability on the part of the United States to reimburse a
Lender .on ‘an insured loam for that amount of the insured loss caused by the
Lender's negligence in checking and verifying signatures, informatiom in the
loan application, supporting papers and documents; the Lender's furnishing

[alse information to induce the approval of an insured loan by the Commissioner;
or the Lender's willful or negligent action which permitted a fraud, forgery

or misrepresentation.

, 21. Management and Technical Assistance. Where a loan is made to
finance an economic enteprise, the Lender shall include as part of the request
for approval or separately if no approval is required, its evaluation of the
applicant's need for management and technical assistance. Where such assistance
is thought to be needed, the Lender shall specify the areas of need, and
whether such assistance will be provided.

If subsequent to making a loan, the Lender shall determine that the borrower is
in need of management and technical assistance, the Commissioner shall be
notified in writing of the specific areas of need and whether such assistance

will be provided.

If the Tender is not able to provide the financial or technical assistance
needed, he may assist the applicant to prepare Form 5-4745, "Request for
Management and/or Technical Assistance,” which will be directed to the

local Agency.

92. Preservation of Historical and Archeological Data, Lender will
take appropriate action to assure compliance with Section 106 of the National
Historie Preservation Act of 1966 (80 Stat, 915), relating to the preservation
of historical and archeological data. Upon request the local Agency Superintendent
will provide assistance together with any pertinent information available.

23, TFlood Disaster and Enviromnmental Protection. Applications for loans
to purchase or comstruct buildings or other lmprovements which require compliance
with any provisioms of the Flood Disaster Act of 1973 (87 Stat. 975), and provi-
sions of the National Environmental Policy Act of 1969 ( 83 Stat. 852), will not
be approved until the Lender has received assurance of compliance with any appl.
cable provisions of these Acts., Upon request the local Agency Superintendent will
provide assistance together with any pertinent information available,
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IN WITNESS WHEREQF, Lender has caused this agreement to be executed
on its behalf by its duly authorized officer or officers and its corporate
seal to be hereunto affixed, and Bureau of Indian Affairs has caused this agree-
ment to be executed on its behalf by
, at its . ~ Office
the day and year first above written. :

Lender - 1.D. No.

(SEAL)

ATTEST: ' By

Title

BUREAU OF INDIAN AFFAIRS

By

Supp. 1, Release 2, 9-24-75
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HNITED STATES DEPARTMENT OF THE INTERIOR
BUREAU OF INDIAN AFFAIRS

LOAN GUARANTY AGREEMENT

between

and the

BUREAU OF INDIAN AFFAIRS

This agreement, made this day of s

19 , by and between .
(Lender) and the United States, acting through the Commissioner of Indian

Affairs hereinafter referred to as Commissioner.

WITNESSETH:

WHEREAS, it is the intention of the parties to establish a mutual
arrangement and understanding for the making by the lender and the guaran-—
teeing by the Commissioner of loans made by the Lender to eligible Indian
organizations and individual Indians to finance economic enterprises and

 housing in furtherance of developing the physical and human resources of
Indians as authorized by the Indian Financing Act of 1974 (88 Stat. 77,

25 U.S.C. § 1451, et segq.).

NOW THEREFORE,  in consideration of the mutual promises contained
herein, the parties represent and agree as follows: '

1. Scope of Agreement. This agreement shall relate only to loans
made after the date. of this agreement which have been approved by the Lender
and the Commissioner in accordance with their respective credit policies and
the conditions of guaranty set forth in the Indian Financing Act of 1974
and the regulations issued pursuant thereto (25 CFR § 93.).

2. Borrower's Eligibility. An Eligibility Certificate for Guaranteed
or Insured Loan (Form 5-4752), for Indian tribes or organizations or individ- '
ual Indians shall be obtained from the Superintendent of the BIA Agency super-
vising the Area in which the applicant is located or the tribe in which the

applicant is a member.

3. Request for Loan Guaranty & Approval. Applicant will deal di-
rectly with Lender, and prepare the loan application and securing documents
used by the Lender. Upon the Lender's determination that he could approve
a loan to the applicant, providing the BIA will guarantee the loan, he shall
prepare the Request' for Loan Guaranty or Insurance and Approval (Form 5-4755),
in duplicate, and transmit the loan docket to the BIA Office serving the Area,.
The application or attachment thereto must include or show the following:

Supp. 1, Release 2, 9-24-75
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(2) plan of operation for the economic enterprise; (b) purpose(s) and the
amount of the loan; (c) security to be given; (d) hazard and liability
insurance to be carried; (e) interest rate; (f) repayment schedule; (g) re-
payment source; (h) how title to property purchased with the loan is to be
taken; (i) current financial statements of the applicant; (j) description
and dollar value of the personal investment to be made by the applicant;
(k) service charges; (1) pro forma balance sheets, operating statemeénts and
cash flow statements for at least three succeeding years; (m) if already in
operation, balance sheets and operating statements for the two preceding
years, or applicable period thereof; and (n) the lender's evaluation of the
economic feasibility of the enterprise. Copies of organization papers for
cooperative associations and corporations, and copies of partnership agree-—
ments, must be submitted with applications. Applications for guaranteed loans
will also show the percentage of guaranty requested.

Reasonable assurance of repayment will be considered to exist:

(a) 1In the case of individuals, where past operatioms and future
prospects of the applicant's operations demonstrate abiltity to repay the
loan from production, earnings, or other assets. Full consideration will be
given to the applicant's managerial ability and experience.

(b) In the case of tribes and Indian organizations, where past Op—
eration or future plans of operation imdicate that the economic enterprise for
which financing is requested is economically sound., Full consideration will
be given to arrangements for efficient management of the economic enterprise
for which financing is requested. The Commissioner shall require that a writ-
ten plan of operation for economic enterprises be prepared, adopted by the
borrower and approved by the Lender and the Commissioner.

4., Limits of Guaranty. The percentage of a loan that is guaranteed
may not exceed 90 percent of the unpaid principal and interest.

On loans to individuals the principal amount which is to be guaran-
teed shall not exceed $100,000. No loan for less than $2,500, and a term of
less than one year will be approved unless an exception is obtained from the

Commissioner.

On loans to tribes or Indianm organizations the principal amount
which is to be guaranteed shall not be less than $10,000 and the term of the
loan shall not be for less than one year, unless an exception is obtained from

the Commissioner.

No borrower shall have more than one guaranteed loan in effect at
any time without the prior approval of the Commissioner, ‘

- 5. Maturity. Maturity date of'guaranteed loans may not exceed

30 yearé from date of first advance, Repayment terms on modified loans may
not be extended beyond 30 years from first advance.
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6. Premium, The Commissioner will charge the Lender a premium
on the initial amount of any new loan and on the unpaid principal balance
of all guaranteed loans made under this agreement. The premium rate shall
be stated in Request for Guaranty or Insurance and Approval (Form-4755).
The initial premium shall be remitted to the Commissioner within 10 days
following the first advance.

Subsequent premium payments shall be due gsemi-annually on June 30
and December 31, A Lenders Report of Premiums and Interest Subsidies Due
(Form 5-4749), will be used for the base in determining the total subsequent
premium payments due. The Lender shall remit the premium due within 30
days following the due date to keep the guaranty of loans in effect.

7. Security for Loan. Lenders shall require borrowers to provide
sufficient security, if available, to adequately secure the loan, without
consideration of the loan guaranty.

Title to personal property purchased with proceeds of a guaranteed
loan shall be taken in the name of the borrower, unrestricted,

_ Lenders shall require any property purchased with the proceeds of
a guaranteed loan, except land purchased by a tribe, title to which is taken
in trust or restricted status, to be mortgaged to the Lender as security for
the loan, unless the loan is otherwise adequately secured.

8. Interest. Each loan shall show the rate of interest being
charged by the Lender. Interest shall be payable at least annually. Once
a loan is closed the interest rate om that loan may not be increased during
the term of the loan. The Commissioner will determine if the annual rate of
interest is reasonable prior to issuing a guaranty certificate,

9, 1Interest Subsidy. The Commissioner will pay an interest subsidy
to the Lender on guaranteed loans. The rate of interest subsidy will be es-
tablished by the Commissioner and set forth in Form 5-4755 approving Lender's
request for guaranty. The rate of interest subsidy will remain in effect

during the term of the loan,

Interest subsidies will be paid on the unpaid principal balance
owed by a borrower either annually, semi-annually, quarterly, or monthly,
depending on the time interest has been paid and as near the due date as
feasible, but not before.

) Requests for interest subsidy payment shall be made by the Lender
at least semi-annually on Form 5-4749, Lenders Report of Premiums and Interest
Subsidies Due. The report can be adapted to quarterly or monthly periods if
requests for interest subsidies are requested more frequently than semi-annually.

10. Lender's Loan Service Charges. Lender may charge borrower a
reasonable loan service charge when provided in the loan agreement and is
authorized by the Commissioner at the time a loan is guaranteed. The Lender
may not charge the borrvower interest on funds included in the loan for payment

of loan service fees.

Supp. 1, Release 2, 9-24-75
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1i. Approval. The Commissioner will approve the application by
issuance of Form 5-4755, which will show the percentage amount of the loan
guaranteed, the premium to be paid to the Commissioner, and the rate of
interest subsidy to be paid on the loan by the United States and any other
condition the Commissioner deems necessary. If the application is not approved,
the original will be returned to the Lender with an explanation.

12.. Guaranty Certificate. At the time of approval of the guaranty,
the Commissioner will issue a guarantee certificate. However, the guaranty
of a loan will not become effective until the Commissioner receives the
premium that is due.

13. Closing and Disbursement of Loans. Lender shall close and dis-
burse each loan in accordance with the terms and conditions upon which the
lean and the guaranty were approved. Ilender shall cause to be executed a
note and any additional instruments and take such other actions, consistent
with prudent elosing practices, which may be required in order to fully pro-
tect or preserve the interest of Lender and the United States in the loan.

14. Loan Servicing. The guaranty of a loan by the Commissioner
and the issuance of a guaranty 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. Authorizations for such charges shall be in
writing and in¢luded in the loan agreement, Lenders are expected to follow
accepted standards employed by prudent Lenders in the area in servicing similar
type loans. 1In servicing loans, Lenders will make every effort to prevent and
minimize potential 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 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.

15. Modification. Guaranteed loan agreements may be modified with
the approval of the parties to the original loan agreement and approval of
the Commissioner,

16. Protective Advances. Subject to the limitations on the amounts
and terms of loans, the Lender may advance, for certain purposes, up to 10
percent of the amount for which a puaranteed loan was originally approved.
If the borrower is unable to provide the funds or refuses to do so, an ad-
vance may be made for purposes necessary and proper for the preservation,
maintenance or repair of the property purchased with or given to secure the
loan; for accrued taxes, special assessments, ground and water rents, and hazard
and liability insurance premiums; and for any other purpose necessary for the
protection of the interest of the lender or borrower. The additional advance
will be charged against the borrower. Repayment of the protective advance
shall be automatically guaranteed at the same percentage rate as applied to
the original amount of the loan upon the Commissioner receiving notice from
the Lender that anm additional amount has been advanced coupled with a statement

Supp. 1, Release 2, 9-24-75
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as to the necessity and purpose(s) of the advance. Such documentation shall

be furnished along with the payment of the premium for the additional amount.
The amount of any additional advance shall be scheduled for repayment propor-
tionately over the remaining installments of the unpaid principal balance of

the loan, The advance will be included as a part of the borrower's loan ob-

ligation and may bear interest at the current rate.

17. Prepayments. Borrower shall have the right to prepay all or
any part of the indebtedness at any time without penalty unless otherwise
provided for in the loan agreement, The Lender shall promptly notify the
Commissioner of any advance payments,

18. Sale or Assignment of Guaranteed Loans. Any guaranteed loan
made under the terms of this agreement, including the security and guaranty’
certificates, may be sold, assigned, or transferred by the Lender to any
financial institution 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 Commissionmer in writing, on
Form 5~4758, Notice of Acquisition of Loan, within 30 days after acquiring
the loan.

19, Late Charges. Lender may assess a late chargé on each loan
installment, principal only, received more than 30 days after the due date
if the loan agreement at the time of approval contains an authorization to
this effect. The rate shall be specified in the loan agreement. The amount
of late charges assessed may not be guaranteed. Interest may not be charged

on late charges,

, 20, Default. Within 45 days after the occurrence of a default,
the holder of the guaranty certificate shall notify the Commissiomer of such
default by certified or registered mail. WNotice shall include the name of
the borrower, guaranty certificate number, principal balance, accrued interest
to date of notice, deiinquent principal and interest to date of notice, and
any other failure of borrower te comply with the provisions of the loan

agreement.

Within 60 days after borrower's default on a guaranteed loan or
such additional time as the Commissioner may authorize to remedy the default,
Lender shall take one or more of the following actions:

(a) Make a written agreement with the borrower to extend the re-
payment terms or other forbearance for the benefit of the borrower. Such
agreements shall require approval by the Commissioner.

(b) Advise the Commissiomer in writing that suit or foreclosure
is considered necessary to liquidate the security. On completion of the
liquidation proceedings, Lender may submit a written demand, on Form 5-4760,
Notice of Default/Claim for Loss, Guaranteed and Insured Loans, for reim-
bursement of the guaranteed percentage of the net loss suffered.

Supp. 1, Release 2, 9-24-75
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(¢) Make written demand for payment of the guaranteed percentage
of the net loss suffered.

In making its written demand for reimbursement of the guaranteed
percentage of any loan hereunder, Lender shall thereby certify that the loan
has been disbursed and serviced in compliance with this agreement and that the
provisions of this agreement remain in full force and effect with respect to
such loan(s). Lender will also furnish any additional information necessary
. to establish the amount of the claim, If the Commissioner finds that a loss
has been suffered, he shall pay the holder of the guaranty certificate the
guaranteed percent of such loss. Upon being reimbursed for pro rata portiom
of its loss, the United States shall be subrogated to all rights and interests
of the Lender and holder of the guaranty certificate in the loan. The Lender
shall assign the loan and security for the loan to the United States. Neither
Lender nor a holder of the guaranty certificate shall have any further claim
against the borrower or the United States, The Commissioner shall not. refuse
to pay a valid guaranty claim on loans made in good faith.

21. Charges upon Liquidation, Lenders may charge the following
against the gross amounts collected from the sale of security in determining
the amounts to be c¢laimed under a guaranty agreement.

i (a) Reasonable and necessary expenses for preservation of the
security,

(b) Court and attorney costs in a foreclosure or proper judicial
proceeding involving the security.

(c) Other reasonable expenses necessary for collecting the debt or
for repossession, protection, and liquidation of the security,

(d) Other expenses or fees approved in advance by the Commissioner.

(e) Accrued unpaid interest to the date of judgment and decree of
foreclosure or sale, or the date established by the Commissioner that accrued
interest shall cease pursuant to §§ 93,36 and 93.37.

There shall be no liability on the part of the United States to re—
imburse a Lender on a guaranteed loan for that amount of the guaranteed loss
caused by the Lender's negligence in checking and verifying signatures, in-
formation in the loan applicatiom, supporting papers and documents; the Lender's
furnishing false information to induce the issuance of a guaranty certificate
by the Commissioner; or the Lender's willful or negligent action which permitted
a fraud, forgery or misrepresentation. A reduction will not be made in the
amount of reimbursement on a guaranteed loss to a purchaser, assignee, or trans-—
feree who acquired the loan before maturity for value and did not directly or
by agency participate in or have prior knowledge of a fraud, forgery or mis-
representation.

Supp. 1, Release 2, 9-24-75
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22. Fraud or Misrepresentation. Lenders shall use prudence 'in
checking and verifying iInformation contained in loan applications as well as
supporting papers and documents in order to assure the accuracy and’ the '
validity of signatures.

23. Records and Reports. Lender agrees to maintain adequate records
of the loan. The Commissioner may inspect such records at any reasonable time
during regular business days or hours. The Commissioner may prescribe the
reports and forms to be used in reporting information regarding guaranteed
loans.

24, Management and Technical Assistance. Where a loan is made to
finance an economic enterprise, the Lender shall include as part of the re-
quest for approval and guaranty certificate, or separately, its evaluation of
the applicant's need for management and technical assistance. Where such
assistance is thought to be needed, the Lender shall specify the areas of need,
and whether such assistance will be provided by it.

1f, subsequent to making a loan, the Lender shall determine that
the borrower is in need of management and technical assistance, the Commissioner
" ghall be notified in writing of the specific areas of need and whether such
assistance will be provided by the Lender. If the Lender is mot able to
pravide the financial or technical assistance needed, he may assist the appli-
cant to prepare Form 5-4745, Request for Management and/or Technical Assistance,
which will be directed to the local Agency.

25. Preservation of Historical and Archeological Data. Lender will
take appropriate action to assure complliance with applicable provisions of
Section 106, National Historic Preservation Act of 1966 (80 Stat. 915), relating
to the preservation of historical and archeological data. Upon request, the
local Agency Superintendent will provide assistance together with any pertinent
information available.

- 26. Flood Disaster and Environmental Protection. Application for
loans to purchase or construct bulldings or other Improvements which require
compliance with any provision of the Flood Disaster Act of 1973 (87 Stat. 975),
and provisions of the National Environmental Policy Act of 1969 (83 Stat. 852),
will not be approved until the Lender has received assurance of compliance with
the applicable provisions of these acts. Upon request, the local Agency
Superintendent will provide assistance together with any pertinent information
available. '

27. Termination. Either party hereto, by giving not less than
ten (10) days prior written notice by certified mail to the other party, may
terminate the provisions of this apreement; such termination shall not apply
to any laon previously authorized by BIA hereunder.

Supp. 1, Release 2, 9-24-75
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IN WITNESS WHEREOF Lender has caused this agreement to be executed
on its behalf by its duly authorized officer or officers and its corporate
seal to be hereunto affixed, and Bureau of Indian Affairs has caused th1s
agreement to be executed on its behalf by ~ - """t i T

at its oo oY o Offlce, the day and year first above
written.. ' .
(SEAL} -------- . .
LENDER '
ATTEST: : _ BY """t o
' o TITLE

Supp. 1, Release 2, 9-24-75
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UNITED STATES DEPARTMENT OF THE INTERIOR

 Certificate No.

Borrower (Last Name First)

Froperty Address

City, State & Zip Code

Lender -~ Name & Address

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

BUREAU OF INDIAN AFFAIRS

LOAN GUARANTY CERTIFICATE

Date

Loan Amount ' )

Percent of Loan Guaranteed

Interest Subsidy Rate

%

o

Premium Rate

This certificate is evidence of the loan .
described herein being guaranteed under
the Indian Financing Act of 1974 (25
U.S.C. 8§ 1451 et seq.) and the regula-
tions of the Department of the Interior
(25 CFR § 93 et seq.). If assigned,
endorse on reverse and notify Commissioner
as required in the Guarantee Agreement.

BUREAU OF INDIAN AFFAIRS

Commissioner of Indian Affairs
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URITED STATES DEPARTMERT OF THE INTFRIOR CHEPT LS =
BURFEAU OF INDIAN AFFAIRS

LOAN MADE - PREMI(M DUE INSURED. LOANS | .

N -

Ta:

Superinteﬁdent Borrower

Ageney Address‘

Address - “Zép doéé

2ip Code  Tribe

Enterprise - Rams and Address (Incl. Zio Code)

Insurancerﬁgrcement Ho. and Date

T Amounf

Purnose of Lean . s
$
The princinal will mature on s ., and is repavable at-"- © % interest
sccording to the following repayment schedule. -
Date Funds
Tyne_of ILocn Lavenced Prezium Rate . Amount Premium Due
Kew
Additional
Advance
Lender I. D. HNo.
By
Date Yo Title
g T e . T e
Supp. 1, Release 2, 9-24-75 \
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"NOTICE OF ACQUISITION OF LOAN

UnITED STATES DEPARTMENT OF THE INVERIOR
BUREAU GF INDIAN AFFAIRS

LT BIAM Supplement 1

Illustration 8

To:
. Superintendent Borrowver
Agency Address
Address Zip Code
Zip Code
Seller: Purchaser:
Name Name
Address Address
Zip Code Zip Code
Guaranty Certificate No. & Date I.D. No. Date of Purchase 1.D, Yo.
. Original Accrued Guaranty Interest
Amount of Balance Due Unpald Prem.Rate Subsidy Rate
Loan : Date fAmount Interest ' 7

"Becurity Acquired:

The undersigned has read and sgrees to comply with the applicable provisions of
P.L. 93-262 and 25 CFR 93, and further certifies that it is subject to examination
and supervision by an agency of the United States, a State or Distriet of Columbia.

Purchaser

By

Title

ACKNOWLEDGEMENT

Receipt, Notice of Acquisition of Loan is hereby Acknowledged.

Date

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

BUREAU OF INDIAN AFFAIRS

By

Title
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-
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. UNITED STATES DETARTMENT OF THE INTERTOR
L N BUREAU OF INDIAN ATFAIRS |

Illustration 9 .

-

-

ASSIGNMENT QF INTEREST

lLender ' I. D. No. Borrower -
fddress - Address

Zip Code R Zip Code
Guaranty Certificate Number and Date Insurance Agreement Number and Date
1. In consideration of § ' received from the United States Government,
- representing % of the net loss claimed by the Lender, as provided in the

oo—. Guaranty Certificate or Loan Insurance Agreement execguted by the Commissioner
of Indian Affairs, in the amount of § ,.the undersigned hereby grants,

' conveys, transfers, and sets over unto the United States Government all its right,

title and interest, now and in the future to come, in the following .promissory
note and collateral securing documents.

2. Promlssory note executed by . P ' .
dated , in the amount of $ , bearing interest
at the rate of 7 per annum, having & balance this date, of $
unpaid principal and $__- unpaid accrued interest,

3. The following documents are hereby assigned to the United States Government:

8) Promissory note dated , in the amount of § .
b}
c)
d)
e)
£
. . Leader .
Date . : By
Title

Supp. 1, Release 2, 9-24-75
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B _ITED STATES DEPARTMENT OF THE ... ERIOR : )

T BUREAU OF ITDIAN AFFAIRS

N¥OTICE OF DEFAULT/CLAIM FOR LOSS GUARANTEED AND INSURED LOANS

To: ,

_Superintendent a ' Borrower

Agency ' ' Address

Address - ' '7' o — Zip Code
2ip Code Business :

Chgck one: D Guaranteed Loan Digzzred Address

Guaranty: Percent Guaranty %  Insurance Agreement

_ Aggregate Total Insured Loans 3
Certificate No. & Date . _

1. Default -~ Notice sent to borrower as of

Date
Original : Accrued " Delinsuent ]
Amount of . Balance Unpaid - Amount ess Than|lore. than
{ Loan ) Due , Interest Delinquent L5 Days €0 Tars
Other Reasons for Daclaration of Pefault:
2, Claim for Loss
Unpaid Principal &s of ' $
. Date _
Unpaid Interest Computed to 8 3
Total Amount Delinquent $
Proceeds from Liquidation of Assets 5

Other Income Devived from Assets
Less: Allowable Charges Upon L1qu1dat10n
(Itemize on reverse side)
Net Deduction _
Net Delinquent Balance

|

Less: Guarantees: __ % of Net Delinquent Balance
Insurance: 90% of Net Del, Bal. or 15% of Aggregate
Met Loss To Lender

LIS U L]

Lender

 Date _ _ By
S Title

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

47 BIAM Supplement 'l
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INSTRUCTIONS FOR PREPARATION OF FORM 5-4749

Use a separate line to reflect each loan transaction (advance

on loan or payment received) during this reporting periad.

At the discretion of the leander, reports may be submitted monthly,
quarterly or semi—~annually. Reports should be prepared as of the last
day of the reporting period and submitted to reach the Superintendent or
the Area Director, under which the guarantee or insurance agreement was
issued, by the tenth day of the month following the reporting peried.

(1)
(2)

(3)
(%)
(5)

(6) =
" Column (5) has been applied.
" Enter the amount of ‘interest paid by the borrower. Enter the

(7)
(8
(9)

ao

Enter names of borrowers, _ )
Enter guarantee certificate number if lcan is guaranteed. Show

"NAY if loan is insured,

Enter date of transaction effecting the loan.
Enter the previous balance on old loans. On new loans show "0."
Enter changes to principal amount during the reporting peried

(i.e., new advances on loans and payments received}.

Enter the outstanding principal balance after any entry in

rate of interest charged to the borrower.
Enter the dollar amount of interest subsidy due from the United

States,

Enter the date the premium has been paid to for each loan and/or

advance.

- Enter the dollar amount of any premium due. If payment due is

ho§ submitted with this report explain by footnote or attach-
mefit why premium has not been paid.

Supp. 1, Release 2, 9-24-75
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UNITED STATES
DEPARTMENT OF THE INTERIOR
OFFICE OF THE SECRETARY
Washington, D, C, 20242

47 BIAM Supp. 1 Release 1
August 1, 1973

Memorandum
To: Holders of 47 BIAM Supplement No, 1
From: Asgistant Secretary of the Interior

Subject: 47 BIAM Supplement No. 1, Loans and Advances by the
United States to Indian Organizations

The material transmitted herewith replaces in its entirety material

in 47 IAM 7, Loans and Advances by the United States to Indian

Organizatio;:'s and 47 ITAM 12, Regulations,

Deputy A4 ssistant Secretary of the Interior

Filing Instructions:

(a) Remove superseded materials

47 IAM 7 (36 sheets)
47 IAM 12 (7 sheets)

(b) Insert new material transmitted:

47 BIAM Supplement No. 1 (46 sheets)

(c) Pen-and-ink changes:

None
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47 BIAM SUPPLEMENT NO, 1 1.1

CREDIT AND FINANCING
Loang and Advances by the United States to Indian Organizations

1.1

1.2

Purpose. The purpose of this supplement is to prescribe terms and
conditions of loans to Indiasn organizations and advances of tribal
funds to tribes for credit and financing operations., ILoans from the
revolving fund (see L7 BIAM 1.3) and advances of tribal funds are
made to promote the econcmic development of such organizations and
their members (see 25 CFR 91.1 and 2.1A below). All loans and
advances will be for the purposes set forth in 1.4 below.

Eligibilifty. Loans of revolwving funds are governed by the general
eligibility requirements of 25 CFR 91.2, and loans to encourage industry
are governed by 25 CFR 91.19 (see 2.1B and S below). Eligibility for
advances of tribal funds l1g governed by 1.13 and 2.11 below. All loans
and advances will be in accordance with authority conbained in approved
organization papers, except in the case of tribes which do not have
such documents., ;/ Charter authority will be utilized in the case of
incorporated tribes unless the Commissioner specifically suthorizes the
congtitutional group to be the borrower. Many tharters limit the pur-
poses for which funds may be borrowed to use of funds "directly for
productive tribal enterprises, or to losn money thus borrowed to
individual members or associations of members of the tribe." Limita-

. tions as to purpose are thus on the applicant or borrower, and not on
the United States as the lender. A tribe that has tribal funds availa-
ble in the Treasury or elsewhere, or that has income acecruing to it
which ame not budgeted or programmed for other purposes, will be
required to use its own funds to the extent available, before receiving
a loan from the United States. A cooperative associatlon is eligible
for a loan from the United States under the provisions of this supple-
ment if it is unable to borrow from a tribe or if its members are
unable to borrow from a tribe or a credit association, provided the
association is organized pursuant to the Act of June 26, 1936

The procedure to be followed by unincorporated tribes that do not have approved constitutions and bylaws
in applying for loans, is the same as that traditionally followed in taking other tribal action. This

usually requires that the Superintendent give notice to all members of the tribe that a general council
meeting of all members of the tribe is to be held, at which the question of whether a loan application
will be made and tribal assets pledged as security is to be considered. The meeting is then held, and

the proposition put to vote. If it recelves the assent of a majority of the gualified voters attending the
meeting, it is deetmed to have camied, The tribe, through its officers or other authorized spokemen,

will furnish a certificate setting forth the calling of the general council meeting, and the result of the
vote taken, The certificate will be attested by the Superintendent, In case of doubt as to the eligibility
of a particular organization for a loan from the United States, check will be made with the Central Office.
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1.3

(25 U.S.C. 504), or in accordance with the laws of the State in which
it operates g/ and provided its organization papers have been approved
by the Commissioner. Organizations already indebted for loans are
eligible for additiocnal loans from the United States provided they
have need for additional funds that can be used on a sound basis. g/

Agplication.

A. 8tabus Reports. Quarterly reports are issued by the Central
Office showing the status of the revolving fund. These reports
msey be issued at such other intervals deemed necessary. and will
summarize Indian credit needs as reporfed to the Central Office,
and approved unallotted commitments and applications authorized.
The reports govern the submittal of applications.

The report ig divided into four parts: (1) Approved Unallotted
Commitments; (2) Applications Authorized; (3) Estimated Financing
‘Needg; and (1) Estimated Financing Needs for Tribal Land Purchases.
Advances of funds under (1) and (2) are divided into three

.
Loans to cooperative associations by iribes are governed by 47 BIAM 8.

The regulations in 25 CFR 91 . (see 2,1 below) and the instructions in 47 BIAl\{ﬂ govern loaus of
revolving funds and advances of tribal funds from the Treasury for credit and financing purposes,
including financing of enterprises, The regulations and instructions have been amended and revised
at various times. The specific regulations and instructions governing each loan contract are included
as part of the contract. Section 2.1 below includes the regulations as originally approved, and amend-
ments, Each loan contract must be examined to determine the regulations and instructions by which
the borrower is bound. Some contracts include an agreement to abide by amendments or revisions of
the regulations and instructions as they may be issued from time to time, The instructions in this
supplement will apply to such contracts. In such instances, copy of this supplement will either be
sent to the organization by registered or certified mail with return receipt requested, or handed to the
anthorized officer of the organization by the Area Director or Superintendent or their anthorized
representatives, and a receipt taken therefor. The Area Director will determine which procedure
will be followed. This notification is necessary because in the event of dispute as to the regulations
and instructions by which an organization is bound, in the absence of evidence that the organization
had received copy of the chapter and supplement, a court might determine that the organization was
not bound by the instructions herein. Where the contracts do not contain provisions that organizations
will be bound by amendments to and revisions of the regulations and instructions, they are bound only
by the provisions to which they agreed and which are included in their loan agreement contracts.
However, in such cases steps will be taken by Area Offices to bring such contracts under the regu-
lations and instructions in 47 BIAM by appropriate contract madifications, Such modifications should
include an agreement to abide by further revisions of and amendments to the regulations and
instructions as they may be issued from time to time,
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priorities. Rach report will be examined by Area and Agency
Credit Officers upon receipt and any needs for loans not
ligted thereon will be reported promptly to the Central

Office for dnelusion on the next report. Deletions 1ikewisge
will be reported. The Central Office will, when Justified,
and when Twunds are availsble, authorize submittal of
applications. Action pursuant to 1.5 below will not be taken
until submittal is authorized on status reports or otherwise
by the Commissioner. After submittal is authorized, appli-
cations will be dropped from reports as "Estimated Financing’
Needs" and ineluded under "Applications Authorized," Upon
approval, they will be dropped under this heading and included
under "Approved Unallotted Commitments." It is very important
that status reports be complete, and that applicatbions
graduate from those "Under Consideration" to "Authorized" to
"Approved Unallotted Commitments."” Iikewise, advances
contemplated will be advanced as funds become available, from
third to second priority, and from second to first priority.

B. Form. Applications of organizations will be submitted on
Form 5-4737 or in the form of a request for modification to
increase the amount of an existing loan. E/ The total
indebtedness of an organization to the United States will be
congelidated into one loan agreement, unless obherwise
specifically authorized by the Commissioner, or unless the
additional loan is:

(1) To encourage industry and the epplication is submitted
pursuant to 25 CFR 91.19 (see 1.20 and 2,15 below), or

(2) Where an organization has received a loan to make a
capital investment in a particular enterprise requiring
long-term financing and also requires annual operating
loans. 1In such instances it ordinarily is preferable
to keep the loans separate.

C. Type of Credit System. Applications for loans, or requests for
advances of tribal funds from the Treasury (see 1.13 below),
will not be approved if the organization is conducting a
credit system with funds not governed by the regulations in

4/ Tentative drafts of proposed applications or requests for modifications may be submitted to the.

- Area Director for advance review prioy to final action by the govering body of the applicant
if desired. In some instances, this procedure may be desirable because of the necessity for
submittal of applications and requests in proper form, and time limits contained in some tribal
organization papers for consideration of resolutions adopted by organizations,

Supp. 1, Release 1, 8/1/73



l7 BIAM SUPPLEMENT NO, 1 1.3D
CREDIT AND FINANCING
Toans and Advances by the United States to Indian Organizations

25 CFR 91 unlesg the system is governed by State or other Federal
law, or unless the Commissioner authorized an exception. Ordinarily,
exceptions will be confined to small emergency or obher short-term
type loans. Operation of dual competing-type credit systems by

the game lender ig inadvisable,

D. Additional Loan. Where an crganization ig indebted to the United
States for a loan and applies for an additional loan on Form 5-4737,
the existing indebtedness under the old loan may be Transferred to
the new loan. 5/ This procedure requires that the old loan also be
modified to authorize the transfer. 6/ Such transfers will provide
for the same repayment schedule and interest rates called for in
the original loan. 7/

K, Modification. §/ In lieu of submittal of an application for an
additional loan on Form 5~h737, a request for modification may be
submitted to increase the amount of an existing loan. 1f an
organization is indebted under more than one loan agreement and
heeds additional funds, consolidation of indebtedness and an
inerease in the amount of the loan alse may be accomplished by
modification (see exceptions, 1.3B above).

(1) Modernization of Contracts. Where a loan agreement
contract has been in effect for several years, it
usually has been amended several times. Often
congiderable regearch is necessary to determine the
effective provisions. Over the years, non-
contractual material may have found its way into
the agreement. In such instances, the existing

5/  Exhibit A of Form 5-4737 may provide: "Transferred from Contract No. 5
$ N u -

6/ A sample request for modification to permit transfer of funds from one contract to another is included
in this supplement as Illustration 1. This will require adaptation to meet the requirements of
particular organizations and specific situations, and is furnished as a gnide only,

7/ Exhibit A of Form 5-4737 will provide: "Refinancing of indebtedness under Contract ,
$ - 1n

8/ A sample request for medification to combine an organization's indebtedness under more than one loan
contract is included in this Supplement as I1lustration 2, Illustration 3 shows how to increase the
amount of a loan and also combine an organization's indebtedness into one loan agreement contract.
These illustrations will require adaptation to meet the requirements of particular organizations and
specific situations, and are provided as guides only.
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contract should be replaced with a modification document
conbaining only pertinent contractual material. The
modification will contain a provigion that it replaces
all previous provisions of the agreement.

F. Tribal Funds. Requests for advances of tribal funds will be
handled in accordance with 1.13 below (see 25 CFR 91.12 and
2.1L below).

&. Considerations. Applications for loans and advances will
contain sufficient information to show that the applicant is
in a position to operate on a sound and businesslike basis,
and is capable of operating economically. The organizational
structure of the applicant and the managerial ability of the
parties Lo be entrusted with day-to-day operations will be
considered. Climatic and other hazards, general market and
economic conditions, security, industry of prospective horrowers
(where an organization proposes to relend money), and any other
factors which may have a bearing on the succesas of proposed
operations will be considered.

Applications involving finsncing of enterprises or industries
located on potential flood plains, including construction of
new facilities thereon, shall be accompanied by a statement on
the Tindings of competent evaluators and consideration of flood
damage potential in the area.

H. Limitationg of Use. Applications for loans for promotional
purposes or for merchandising will not be considered except
in connection with the financing of enterprises in accordance
with 47 BIAM 9, or for the encouragement of industry {see
1..20 and 2.1L below).

I. Regulations and Instructions. Area Directors will not act
upon, nor forward applications or requests for modifications
to the Commissioner for action, which do not conform to the
regulations in 25 CFR 91 (gee 2.1 below), and the instructions
in 47 BIAM. Non-conforming applications and requests will be
returned to the applicants with full explanations and outlines
of the revisions and changes necegsary. Applications which
reqguest exceptions to the instructions may be forwarded for
action, accompanied by justificetions and recommendations of
the Buperintendent and Area Director. Exceptions to the
regulations of the Secretary may not be approved. Tribes
algo are required to agree not to establish & credit system
not governed by the Secretary's regulations and instructions
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of the Commissioner in this chapter, unless operated in
accordance with State or Federal law, or unless specifically
authorized by the Commissioner. (See 1.3C above and 1.3N
below. )

(1) wruth in Lending - Consumer Credit Cost Disclosure -
Federal Reserve Regulation 7. Reguiation Z (12 CFR 226)
issued by the Board of Governors of the Pederal Reserve
System will affect some operations of organizations. ,
Credit transactions to which the regulation applies must
be conducted in accordance therewith. Penalties are
provided for non-compliance. The regulation will apply
to applicable tribal credit transactions, even though they
may not be governed by the regulations in 25 CFR 9l.

The purpose of Regulation Z is to let borrowers and
customers know the cost of credit so that they can
compare the costs with those of other credit sources
and avoid the uninformed use of credit. Regulation 7
does not fix maximum, minimum, or any charges for credit.
It divides all consumer credit transactions into two broad
categories; (1) open-end credit and (2) credit other than
open-end. The finance charge and the annual percentage
rate are the two most important disclosures required
by the regulabtion. They tell the borrower or customer
at a glance, how much he is paying for credit and its
relative cost in percentage terms. The finance charge
generally is the sum of all charges payable directly or
indirectly by the customer or borrower, and imposed
directly or indirectly by the creditor or seller as
a condition of the extension of credit, whether paid

© ¥ payable by the customer, the seller, or-any other
person on behalf of the customer to the credltor -or

.to a: thlrd party :

'“Ka)'i_pen—end Credlt The prov131ons of*
! ‘i;regardlng open-end credit may be appllcable_to
.- -.open accounts of some stores or Sther businesses
% operated by tribes {tribal enterpr1ses), corpora-
- tions, cooperatives, or 1nd1v1duals, it credit
is extended and finance charges are made on unpaid
accounts each month.

(b) Credit other than Open-end. Credit extended for
personal, family or agricultural uses, not exceeding
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$25,000, and all real estate trapsactions
regardless of amount, are covered by
Regulation Z. The regulation specifies
the information that must be given in
writing to the borrower. Agriculbural
purpose 1s defined by the regulations as:

"% % % a purpose related to the production,
harvest, exhibition, marketing, transportation,
processing, or manufacture of agricultural
products by a natural person who cultivates,
plants, propagates, or nurtures those
agricultural products. ‘Agricultural products!'
includes agricultural, horticultural, viticultural,
and dairy products, livestoek, wildlife, poultry,
bees, forest products, fish and shellfish and any
products thereof, including processed and
manufactured products, and any and all products
raised or produced on farms and any processed or
manufactured products thereof."

Loans Tor business or commercial purposes are:

not covered by the Regulation. All disclosures
must be made hefore the transaction is consummatbed,
Loans refinanced, consolidated, or inecreasged, shall
be handled pursuant to 12 CFR 226.8 (J).

{2) TFair Credit Reporting Act. This Aet (Public Law 91-508,
Title VI of the Consumer Credit Protection Act, 84 Stat.
1127) is designed to insure fair and accurate reporting
of information regarding consumers. It will affect some
credit operations of the Bureau and Tribal organizations.
Procurement of a report on a borrower and the handling
and utilization of the information must be in accordance
with the Act.

{a) Disclosure must be made to the borrower when
financing is denied on the basis of information
obtained from a third party.

(b) Written notice must be given to the borrower
that an investigative report is being requested
and that he may make a written request for nature
and scope of the investigation,
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J. Procedure. Five copies of all applicaltions and requests for
modifications will be prepared and submitted To the Superintendent.
The Superintendent will make certain that the application or
request was acted upon properly by the authorized governing
body of the organization and that he has copies of the minutes
of the meeting of the governing body at which the authorizing
resolution wasg adopted available in his files. He will atiach
his recommendations in duplicate, and forward all copies to the
Area Director. The Area Director will take action in accordance
with 1.5C below, or attach his recommendations, and forward the
original and cne copy to the Commissioner. The Area Direchor
will satisfy himself that the application was properly authorized
by the governing body of the applicant before making any
recommendations thereon, and may require that minutes of the
meeting at which the application or request was acted upon be
furnished him, before taking any action thereon (see 1.3K(6)
below). The remaining three copies will be retained temporarily
in the Area Office.

K. Preparation of Form 5—&737, Application of Organizations. This
form is largely self-explanatory. Through proper preparation
of the exhibits, the justificatiocn for the loan can be fitted
to the particular activity involved, the amount regquested,
purpeses of the loan, and other pertinent factors. A more
detailed Jjustification is required to support a large loan for
complicated or large operations, or involving a number of
activities, than for a small loan involving one relatively
simple activity. All applications will be kept as brief and
simple as possible and be confined to pertinent material.

(1) oOfficial Name. Submit each application in the official
name of the organization as set forth in its charter or
other organization papers, or as recognized by the
Commissioner.

(2) Purpose. Outline the purpose for which the loan is
requested in Exhibit A (see 1.4 below). If only
relending operations are contemplated, the purpose can
be stated very simply, i.e., "For loans to individual
members and cooperatives pursuant to 25 CFR 91, 47 BIAM 8,
and the procedures in Exhibit G." Include the justifi-
cation in Exhibit ¥. If operation of a tribal enterprise
also is contemplated, funds therefor will be shown
separately.
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(3) Organization Papers. Bxhibit B will be a statement
regarding the approved organization papers of the
applicant, showing type of document, date of approval
and any amendments to or modifications thereof, including
those which may be pending. Copy of the organization
papers should not be included as part of the application.

(4) Officers. Show the names, titles, addresses, and dates
and manner of election of the applicant's officers, and
their terms of office as Exhibit C.

(5) Resolution. 9/ Include the regolution of the governing
body of the applicant authorizing the filing of the
application as Exhibit D. The governing body of the
applicant will word the resolution carefully and adept
it to its needs and the activities contemplated. The
Area Director or Commissioner may require that copy
of the minutes at which the anthorizing resolution
was adopted be furnished before taking action on the
application. The minutes will not be included as an
exhibit.

(6) Balance Sheet. Submit a balancé sheet at the olose of
the organization's last Tiscal year as Exhibit E, or at
such later date as the balance sheet may be available.
If there are any special factors which might alter the
present or future valuation of the assets shown thereon
make notation thereof. Use audited statements if available.
If the organization hag been operating prior to the date
of the application, a profit and loss statement at the
close of the organization's lagt figesal year also is
required.,

(7) Justification. Submit a justification for the Joan as
kxhibit F. This exhibit, and the procedures for handling
the loan as set forth in Exhibit G (see 1.3K(8) below),
are the most important parts of the application. No szet
Justification outline can be provided. The Justification
necessarily must be adapted to the particular program

9/ A sample resolution is included in this Supplement as [Nustration 4, This resolution will require changes
to meet the requirements of particular organizations and specific situations, and is provided as a guide
only.
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involved. Unless information has been included in a
previous loan agreement and Lo which reference is made,
general information will be included on the location and
surroundings of the organizatlion; population (estimated
number of familieg and individuals); the land resources
including elassification by ownership and type (timber,
mineral, oil, grazing, dry farming, irrigated, ete.);
land use (screage leased to and by Indians and amount
used by Indians); productive assets (livestock, machinery,
equipment, ovmership pattern, ete.); liabilities and
uthmaﬂefmmms;hmmw(mmnmemddmtdmmkmh
gocial factors, markets; management experience and
capability; industrial development; and any other
pertinent factors which might have a bearing on
successful operations of the applicant, This back-
ground information need not be detailed, and may be in
synopsis form. It should be sufficient, however, to give
approving officers a basis for action on the application.
If the application ig for relending to individuals,

there will be estimates of individual credit needs which
cannot be supplied by customary lenders, l.e.;

Items needed and total estimated cost,
Credit Classification:
Number of Class "A" applicants (good
character, good security).
Number of Class "B" applicants (good
character, fair security),
Number of Class "C" applicants (fair to
good reputation, poor security).
Anticipated use of funds requested.
Number, amount, and purpose of loans the first year.

(8) Procedures for Handling the Ioan. If the purpose of the
loan is .for relending %o individuals, set forth the
pProcedures the organization will rollow in making loans
in Exhibit G (see 1.3K(7) above), or preferably in a
"Declaration of Policies and Plan of Operation" spproved
by the Area Director., Either Exhibit G or the Declaration
must contain an agreement that as repayments on loans made
by the organization become due, they will either be
collected, or the loans will be extended, or the loans
will be liquidated pursuant to 25 CFR 91.10 and 91.12(a)
within 60 days of the due dates, unless otherwise
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specifically authorized in writing by the Commissioner
(see 2.1J and L below). Do not duplicate in the
application matters covered by a "Declaration."”
"Declarations™ shali not be included as part of

Exhibit G but will be incorporated therein by

reference with provision that the "Declaration” may

be modified from time to time subject to the approval

of the Area Director without modifying the loan agree-

ment, and that all such modifications will apply to

the loan agreement to the same extent as if set forth
in Tfull therein.

() Declarabion of Policies and Plasn of Operation. A
Declaration provides a means for development of
policies and procedures adapted to the needs of
a particular organization, directed to requiring
a mirimun of reference to the manual or to the
loan agreement in the organization's actual day-
to-day operations. Information is required on: ;9/

Use of Commifttees or subordinabe bodies. ll/
Policies to be followed in making loans. ;g/
Interest. This should be worded flexibly to
vermit rates to be adjusted in accordance
with changing economic conditions.
Depository. lﬁ/ See section 13 of sample
Declaration.

Disbursements. See gection 15 of sample
Declaration,

10/

12/

13/

1.3K(8) (a)

A sample Declaration is included in this Supplement as I1lustration 6. The sample is for guidance only
and will require changes and adaptation to meet the requirements of the particular organization applying
for a loan. The sample may be simplified comsiderably and shortened in the case of some organizations

with relatively small volume.

If a credit committee, credit board, or other special body is authorized to act for the applicant on

credit matters, information should be included on how it was selected or elected; the names, addresses,
dates, and manner of selection or election, and terms of office. If the council of a tribe as a whole handles
credit matters, similar information will be shown on all council members, * Ordinarily, a committee or
board authorized to act on credit matters for the organization in its behalf should be composed of individuals
who are not members of the governing body of the organization, in order to separate the lending function
from the governmental activities of the organization. See section 7 of sample declaration, Authority

given to a credit committee will be in accordance with authority contained in the applicant's organization

papers,

The sample declaration will provide a guide regarding the matters which should be covered.

Ordinarily, the depository of the organization should be a National or State bank which is 2 member of
FDIC. The provisions of organization papers of applicants regarding depositories will be observed, See

section 13 of the sample declaration as [Ilustration 6.
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Collections. See section 16 of sample
Declaration.

Accounting and Audits. BSee section 17 of
sample Declaration, 25 CFR 91,7 and 2.1C
below.

Bonding of Officers. See secltions 14 and
15 of sample Declaration.

Records and Reports. See sections 6(e)

and 17 of sample Declaration, 25 CFR QL.7
and 2.1G below.

Fees to be charged borrowers. __/ See
section 27 of sample Declaration.

Filing and Recording. See section 30 of
sample Declaration.

Other pertinent information and agreements,
including congumer credit cost disclosure
and the Fair Credit Reportlng Act (see 1.31
above).

(b) Relending to Cooperative. If the applica-
tion of the organization is for relending
to a cooperative association, include general
information on the needs and type of loan (see

W7 BIAM 8).

{¢) TFinancing of an Enterprise. If the applica-
tlon is from a tribe for the financing of an
enterprise, include a general statement.
Detailed plans of operations of enterprises are
required in accordance with 47 BIAM 9, but will
not be included in the application of a tribe
for a loan, except in the case of tribes whose
sole credit activily is the operation of a single
enterprise, or unless otherwise specifically
authorized by the Commissioner. When such
specific authorization is desired, request
therefor will be made and approval obtained,
prior to preparation of the application.

14/ Include provision to omit fees on extensions or refinancing of individual loans with one-year maturities.
" Fees should, of course, be charged on any additional amounts loaned,
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(d) Loans to Encourage Industry. If the
application is for a loan to encourage
industry, include general background daba
and information showing how the funds
requested will be handled and repaid, and
a statement of how the loan will assist
in improvement of the economic condition
of the organization and its memberg. The
information will vary with the particular
applications involved.

(9) Securing Documents. 15/ Include the securing
documents as BExhibit H. Security will vary from
loan to loan, according to the assets available
which may be offered as security and the purposes
for which the loan is requested. Assgignments of
income should be for specific amounts and from
specific sources (see 1.9 and 2,1T below). Where
there is more than one securing document, they
will be numbered H-1, H-2, H-3, ete. Include
title provision of property to be purchased with
loans. When, because of the shortage of funds
and the impossibility of determining provisions
which may be in effect at the time funds become
avallable for advance, applications may provide
that the security required will be determined
by the Commissioner at the time advances are made.

(10) Exceptions. Show any exceptions to the statements
in sections 5 and 7 of Form 5-4737 in Exhibit I.
Otherwise this exhibit may be omitted.

(11) Additional Exhibits. Additional exhibits may be
inserted and identified in Form 5-U4737.

L. Gignatures and Corporate Seal. The application, note or notes,
and securing documents will be properly signed by the officers
of the organization authorized to do so. If the organization

15/ A sample assignment form is included in this Supplement as Illustration 5. The sample form will require

T changes to meet the requirements of particular organizations and specific situations, and is provided as a
guide only, Executed assignments must be in accordance with authority contained in the applicant's
organization papers. The officer of the organization executing the assignment for and on behalf of the
organization must have been authorized to do so by appropriate resolution of the governing body of the
organization.
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has a corporate seal, it should be attached to the application
and to all securing instruments. Charters grant incorporated
tribes the power to adopt and use a corporate seal, and to
change the same at its pleasure. The corporate seal serves as
the official thumb print of the corporation. The type of seal
to be chosen is a matter for the governing body of the organi-
zation to decide. It may be very simple, such as a circle

containing the words: '"Corporate seal of the
Tribe, an Indian chartered corporation, incorporated
. 19 "; it may be a colored sticker

with the same words written thereon; or it may conbain an
artistic design or motto. A metallic impression seal,
gimilar to those in use by a notary public, or a rubber stamp
may be used if the corporaticn desires.

M. Numbering and Binding. Pages of each application must be
numbered consecutively and listed on a table of contents
placed at the beginning of the application. A separate page
numbering system for exhibits will not be used. The applica-
tion will be bound at the top, and each copy will be complete
in itself. The latest printed forms will be used.
Superintendents will not submit applications to the Ares
Offices and Area Offices will not gubmit applications to the
Commji ssioner which do not comply with these instructions.
(See 1.3T above.) Non-compliance with instruction will result
in return of the application without action.

1.4 Purpose of Loans. All loans must be for the purpose of promoting
the economic development of the borrower. Organizations eligible
for loans pursuant to 25 CFR 91.2 and 91.19 (see 2.1B and &
below) may receive loans for the purposes set forth herein.

A. Tribes. Generally, tribes may receive loans from the
United States for the purpose of making loans to members
and associations of members in accordance with 47 BIAM 8;
to finance enterprises in accordance with 47 BIAM 9; and
to encourage industries to operate in localities where
such use will promote the economic development. of Indians
pursuant to 25 CFR 91.19 (see 2.18 below). Some charters
Place limitations upon the purposes for which borrowed
funds may be used. Tribal funds may be advanced to
tribes from moneys on deposit in the Treasury of the
United States for the same purposes as funds borrowed
from the United States. Other tribal funds also may be
uged by tribes for the same purposes.
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B. Credit Associations. Credit associabtions may receive loans
from the United States to make loans to memberg in accordance
with 47 BIAM 8,

C. Cocperative Associations. ié/ Cooperative associations may
receive loans from the United States for any purpose which
will promote the economic development of the association and
its members.

D. Other Organizations. Other Indian organizations, whose form
of organization is acceptable to the Commissioner, may receive
loans from the United States to encourage industries to
operate in localities where such use will promote the economic
development of Indians.

1.5 Approval. Applications will be approved by issuvance of a commitment
order on Form 5-U4707 (formerly Form 5-807), or by approval of a
request for modification. AIl approvals must be made subject to
the availabllity of funds. Approvals may be conditional or uncon-
ditional. Advances of tribal funds will be approved in accordance
with the procedure in 1.13 below. In order to receive approval,
applications must have been authorized and shown on status reports
{see 1.3A above).

A, Loahs to Encourage Industry. ILoans and extensions of the
repayment terms of loans to attract industries to operate
in localities where such use will promote the economic
deveiopment of Indians and which are made pursuant to
25 CFR 91,19 (see 2.1S below) require the same approval
as other applicetions.

B, Commissioner. Approval is required where the indebtedness
of the borrower to the lender exceeds $100,000 and on all
modifications extending repayment terms. (Authority:
Section 11(k) of Secretarial Order 2508 (10 BIAM 2.1) and
10 BiAM 3.1 and 3.3F(2)).

C. Area Director. The Area Director may approve applications
of organizations for loans, including those made to encourage
industry pursuant to 25 CFR 91.19 (see 2.18 below), subject
to the availability of funds, which have been shown under
the heading "Applications Authorized" on status reports
showing the status of the revolving fund (see 1.3A above)

16/ The instructions in this supplement are confined to loans direct by the United Siates to cooperative
associations. Instructions for loans to cooperatives by tribes are included in 47 BIAM 8.
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where the indebtedness to the lender will not exceed $100,000.
Modifications extending the repayment terms of loans may not
be approved by the Area Director.

(1) Modifications, The Area Director may approve modi-
fications of loan agreements where the indebtedness
to the United States will not exceed $100,000,
except modifications extending the repayment terms.
{Authority: W7 BIAM 3.1 and 3.3F(2).)

(a) Restrictions. Area Directors will not
approve modifications diverting funds to
purposes other than the broad general pur-
poses for which the loans originally were
made even though the amount involved is
less than $100,000. As an example, a modi-
fication of a loan made to an organization
to enable it to make loans to members, to
permit the funds to be used for the opera-
tion of an enterprise may not be approved.
The interest rates differ. A modification
of a loan made for operating expenses of
an enterprise to permit the organization
to invest funds in capital items requiring
long-term financing should not be approved
unless specifically authorized by the
Commissioner.

D. Commitment Order and Action of Approving Officer. An
original and four copies of commibment orders will be
issued by the approving officer. Commitment orders will
not be issued on modifications. An "Aetion of Commissioner”
or "Action of Ares Director" will be igsued.

E. Conditional Approval. Commitment orders and actions issued
conditionally, require acceptance by the applicant. The
organization's officlal accepting the conditions on behalf
of the applicant must have been authorized to do so by
appropriate resolution of the organization's governing
body.

F. Unconditional Approval. Commitment orders and actions
igsued without conditions, and requests for modifications
approved unccenditionally, do not require acceptance by
the applicant.
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G.

(1)

(2)

(3)

()

Procedure.

Action by the Commissioner. The original and
three coples of all commitment orders and setions
will be returned to the Area Director with the
original application. The Commissioner will
retain one copy of the application or request
for modification and insert copy of the commit-
ment order or action therein (see 1.3J above for
number of copies submitted to the Commissioner).

Approval Action of Area Director. Upon issuance
of a commitment order or action, copy will be
inserted in one copy of the application or
request for modification and forwarded to the
Commissioner. This procedure will be followed
regardless of whether the Area Director's

action ig conditional or unconditional.

Other fction of Area Director. The Area Director
will insert the executed commitment order ox
action in each copy of the application or request
for modification retained. He will also insert
Lhe commitment order approved by the Commisgioner
or the action of the Commissioner on copies of
requests for modification retained by him. At
this point, the Area Director will be in
posgesgion of the original and three copies of
all applications, commitment orders, requests

for modification, and action thereon.

Action of Area Director, Unconditional Approval.

If the commitment order was issued unconditionally,

the Area Director will forward the original appli-
cation and commitment order to the Bureau's
Accounting Office, and retain one copy of each for
the Area Credit Office. The remaining two copies
will be forwarded to the Superintendent. If a
request for modification was approved uncondition-
ally, the Area Director will forward the original
modification to the Bureau's Accounting Office

for insertion in the original loan agreement.

One copy will be retained for insertion in the
copy of the loan agreement in the Area's credit -
office, and the remaining two copies will be
forwarded to the Superintendent.
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(5)

(6)

(1)

C 3

Action of Superintendent, Unconditional Approval.
The Superintendent will retain one copy of each
application containing a commltment order issued
unconditionally, and deliver one copy to an
authorized officer of the applicant.

The Buperintendent will insert one copy of each
modification approved unconditionally in his
copy of the loan agreement contract, and deliver
one copy to the authorized officer of the appli-
cant, with ingtructions to place it in the
organization's copy of Hhe loan agreement
eontract. .

Action of Ares Director, Conditional Approval.
If the commitment order or reguest for modifi-
cation was issued conditionally, the Area
Director will forward the original and three
copies of the epplication containing the
executed commitment order or the request Tor
modification with action thereon to the
Superintendent.

Action of Superintendent, Conditional Approval.
‘The Superintendent will explain any conditional
approvals to the authorized officers or govern-
ing body of the applicant. He will advise that
the approval action will not become effective
until after accepbtance by the organization. No
changes may be made either in applications or
requests for modifications except as authorized
in the commitment order or approval action.

The organization will then act, either to accept
or reject the conditions of approval. In the
case of rejection, the Buperintendent will
notify the Area Director. In the case of
acceptance, copy of the accepbance action will
be attached to all copies of the application
containing the commitment order, or to the
conditionally approved request for modifieation.

The organization will retain one copy of the
application containing the commitment order and
its acceptance of conditions, or of the executed
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request for modification and acceptance of the
approval conditiong, and refturn the original and
two copies to the Buperintendent. The Superin-
tendent will retain one copy and forward the
original and one copy to the Area Director.

The Superintendent will check to see that copies
of requests for meodifications have been properly
filed in the loan agreement copies in the agency's
fileg and the files of the organization.

(8) Action of Area Director, Accepited Conditions of
Approval. The Area Director will forward the
original application contelining the commitment
order and accepted conditions of approval to the
Bureau's Accounting Office, and retain one copy
for the Area Credit Office, The original request
for modification with approval action thereon
and evidence of acceptance by the organization
will be forwarded for insertion in the original
of the loan agreement by the Bureau's Accounting
Offiice. A copy will be inserted in the copy of
the loan agreement retained by the Area's Credit
Office.

(9) Advice to Commissioner. The Area Office will
make coples of acceptances of conditions of
approval both of commitment orders and requests
for modification, and forward them to the
Commissiocner for attachment to his copy of the
loan agreement contract. If an organization
rejects conditions of approval, the Commissioner
wiil be advised. The Commissioner also will be
adviged of numbers asgigned to loan agreements
and modifications.

Numbers. A contract number will be assigned to each loan
agreement. Bach modification of a loan agreement contract
will be identified by the contract number. Each loan
agreement between the United States and an organization
also will be numbered consecutively, 1, 2, 3, ete. Each
modification of a particular contract likewise will be
numbered consecutively, 1, 2, 3, ete. The Area Credit
Office is responsible to see that contracts and modifi-
cations thereof are properly numbered. Where loan
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agreement contracts are modified pursuant to 1.3E(1) above
it is advisable to identify the modification by a letter,
i.e., "Modification A" and to identify subsequent
modifications A-1, A-2, ete.

I. BSignatures. Oignatures will, wherever possible, be in
handwriting. Typewritten and mechanically reproduced
signatures are not acceptable. Thuwb mark signatures
are required where signatures are not made in handwriting.
Thumb mark signatures will be witnessed by at least two
persons. The witnesses will actually sign their names
and addresses in the presence of the person signing by
thumb mark, and show that they actually were witnesses
to the making of the mark. Where nontrust property is
involved, and wheve any instruments are recorded or filed
in the county office, State laws governing signatures by
thumb marks also will be cobserved,

J. Advance of Tunds. Al the time the Commissioner's copy of
the loan agreement 17/, modification, or commitment order
is submitted to him, the Area Director will make request
for allotment of funds in accordance with the loan agree-
ment. Advances must have been listed on the status
repoyts (see 1.3A above) for advance under "First
Priority" in order for them to be made. Advances on
loans, or of tribal funds for credit and financing
purposes, will be made to the bonded officer of the
organization in accordance with the provisions of the
organization papers of the applicant and of the loan

"agreement contract. No advances will be made until the
- Commissioner's copy of the loan agreement or modificatbion
" "is complete and numbered. Requests for advances on a
Jloan agreement will be made through execution of voucher
Form 103% by the organization's authorized officials. A
' promigsory note, Form 5-47L42 will be executed as evidence
-for each advance made pursusnt to the loan agreement
. unless vtherwise provided therein and dated the day the
funds are received by the borrower (see 1.6 below).
Advances. of funde should be kept as low as possible
eonsidering the organization's needs, in order to save
© it interest.

17/ "Loan agreement® means an approved application, supporting papers, securing documents, commitment
order, and promissory note or notes.
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K.

Bonding. Each officer or employee of an organizabtion

authorized to receive or disgburse funds of the organization,
mist be bonded to the organization in a manner and amount
satisfactory to the Area Director unless otherwise provided
in the loan agreement or specifically authorized otherwise

by the Commissioner.

Farnings.

earnings may be used only as follows:

(1)

Tribes. Such portions of the earnings as may
be necessary will be usged to esgtabligh an
"Allowance for Uncollectible Loans." The
amount of the "Allowance" will be based on
anticipated losseg, Judged on the basis of
operating experience and analysis of existing
accounts, and be in an amount satisfactory to
the Tribe and the Buperintendent. Tribes will
maintain adequate allowances, even though, as
a result, the organization's balance sheet may
show a deficit. The Tribe will also maintain
An allowance for potential losses on enterprises.
Loans which are uncollectible will be charged
off against the regpective allowances.

If a tribe has earnings 1n excess of the amount
necessary for the establishment of adeqguate
allowances, any excegs will be used to reduce
or eliminate any deficit which the tribe may
have incurred. If the tribe does not have a
deficit, any remaihing earnings will be ftranse
ferred to the organization's "Surplus Account.”
If the amount in the Surplus Account is in
excess of future needs of the credit program,
the excess may be transferred to the organiza-
tion's local funds for such use as it may desire,
in accordance with an approved tribal budget.

Associations. Earnings will be applied as pro-
vided by the organization's bylaws. ILoans which
are uncollectible will be charged off before any
earnings are distributed.
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1.6 Interest. Organizations are required to pay interest annually on
loans from the United States at the rate specified in their loan
agreement contracts with the United States, on the basis of 360
days per annum. Interest will start on and the promissory note
shall bear the date the funds are received by the borrower.
Exceptions to this requirement may be permitted when clesred in
advance with the Commissioner. In this latter event, any
difference between the date shown on the promissory note and
the date funds are received by the borrower will be adequately
explained by footnote on Form 5-L742, On loans made subsequent
to the date of issuance of this supplement the rates on loans by
the United States to organizations are as shown below.

A. ZEducational Loans. Except as otherwise provided herein,
the rate on loans by the United States +o organizations
for the purpose of relending to individual members,
cooperative associations, and subordinate bandsg shall
apply. Organizations which charge three percent per
annum on educational loans will be charged three percent
per annum on the amount outstanding in educational loans
and will not be charged interest on their loans from the
United States on the amount the organization hag out-
gtanding in educational loans, during the authorized
period the organization is not charging its borrowers
interest. (See 25 CFR 91,16 and 2.1P below Tor periods
during which interest charges may be waived.)

B, Relending. The rate on loans to organizations for the
purpose of relending to individual members, cooperative
associations and subordinabe banks shall be Five percent
per anmum.

C. Cooperatives, The rate on loans to cooperative associa-
tions will be five and one-half percent per annum.

b. All other. The interest rate on all other loans %o
organizations, i.e., land purchases, enterprises and
loans to encourage industry, will be five and one-half
percent per annum.

1.7 Records and Reports. Organizations operating credit systems are
required to maintain accounting records in a manner, and in
accordance with an accounting system satisfactory to the Area
Director. All accounting systems prescribed by the Area Director
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will be in writing, and copies shall be furnished the organization,
the Superintendent, and the Commissioner, BSeparate accounting
records will be maintained for "relending operations" and for each
cooperative or enterprise {see 47 BIAM 8 and 9). Such records
will not be commingled with general accounts, except for an asset
item "Invested in Tribal Loan Progrem' in the general accounts in
the case of tribes, unless an exception is specifically authorized
by the Area Director. Accounting records for each enterprise will
be "tied" into the organization's credit accounting records.
Reports of credit operations will be submitted in accordance with’
W7 BIAM 11.

A. Audits. Audits are required annually at the expense of
the arganization, unless an excepbion is specifically
authorized by the Commissioner, Advance approval of a
certified or licensed public accountant employed to
conduct an audit is not required. The scope of the
examinationr will be made in accordance with the generally
accepted auditing standards. Advance approval of the
Area Director is regquired before a noncertified or
unlicensed accountant is employed. Unless otherwise
authorized by the Superintendent, audit reports will be
furnished within 45 days after completion of the
examination of the accounting records of the organization.

(1) Checklists. Area Offices will maintain checklists
50 make certain that amnual audits are conducted.

(2) Action on Audits. Any action on audits which may
be necessary will be taken by the Area Offices.
Copies of all audits will be furnished the
Central Office, together with the information on
the action taken by the Area Offices (see
25 CFR 91.7 and 2.1G below).

1.8 Maturity., Maturity dates of loans by the United States will be
determined by the purpose for which the funds are to be used,
except that 40 years will be the maximum (see 25 CFR 91.8 and
2.1H below). Loans will be scheduled for repayment at the earliest

possible date consistent with the purpoges for which the loan is
made,
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1.9

1.10

1.11

Security. If an organization hag security it can offer for a
loan, it is required to offer it up to an amount adequate to
protect the loan. If it has more than adequate security, it need
only offer adequate security. If an organization does not have
adequate security, approval action will depend upon the purposes
Tor which the loan is requested, information showing that opera-
tions can be conducted on a sound basis, and information showing
whether the organization is willing and hag authority to assign
future income to the United States as security. Even though an
organization does nol have adequate security, the loan may receive
approval il the program the organization proposes to undertake
shows that its operations, under normal conditions, will be
successful, and that the locan will be repaid. Ordinarily, an
assignment of income for a specific amount and from specific
gsources will be reguired as security (see sample assignment form,
Tllugtration 5). In some instances it may be advisable, where
the maturity of the loan extends beyond the time the tribe has
authority in its organization papers to assign income, to provide
for re-execution of assignments at the beginning of each fiscal
year (see 25 CFR 91.9 and 2.1T below).

A, Tribal Lend. Tribal land or mortgages or liens thereon may
not be given as security for loans. Income from tribal land
may be assigned as security unless prohibited by the tribels
organization papers,

Evidence of Ioan Indebtedness. All loang to organizations shall
be evidenced by promissory notes on Form 5-7he except loans made
for expert assistance pursuant to 1.21 below. Promissory notes
ordinarily should not be signed until funds are advanced to the
orgenization. Separate promissory notes may be taken for each
advance. Several promissory notes may later be consolidated
into one note. In some instances, a single Promissory note may
be taken and advances entered on the reverge side thereof,

Only the original of each note will be signed, and it will be
retained by the Superintendent in a place of safckeeping. Upon

repayment, it will be receipted and returned to the organization.
Copies of notes will be made for all coples of the loan agree-
ment, and show clearly that the original has been signed, i.e.,

r

"S/

Penalties on Default. Organizations are reguired to conform to

the terms of their agreements. Both the Avea and Agency Offices
will check at periodic intervals to make certain of compliance.
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Non-compliance may subject an organization to the default penalties
in 25 CFR 91.10 and 91.12(d). (See 2.1J and L(d) below.) Loan
agreements between the United States and organizations may not be
vermitted to remain in a delinguent status, unless an exception is
specifically authorized by the Commissioner. In the event payments
of prinecipal or interest are not made to the United States in
accordance with the terms of its agreements, or in the event an
organization violates the terms of its agreements in any other
manner, the Superintendent will report the delinquency or violation
promptly to the Area Director, with appropriate recommendations.’
The Avea Director will then take appropriate action pursuant to

25 CFR 91.10 (see 2.1J below). Section 11(o) of Secretarial

Order 2508 (see 10 BIAM 2.1) and 25 CFR 91.10 suthorize the
Commissioner to take any of the steps pursuvant to the regulation.
10 BIAM 3.1 redelegates the authority to the Area Directors.
Superintendents may take such action when authorized in Ares
Redelegation Orders.

1.12 Assignment. Organizations may not assign agreements with the
United States, or any interest herein, to a third party without
the consent of the Area Director (see 25 CFR 91.11 and 2.1K
below).

1.13 Tribal Funds,

A. Treasury Funds. In order for a tribe to receive an
advance of tribal funds from the Treasury under authority
of 25 CFR 91.12 (see 2.1L below), its governing body
should pass a resolution reguesting the advance. Five
copies of the resolution ghould be submitted to the
Superintendent after which it should be handled the
same as an application for a loan from the revolving
fund. If the tribe requesting the advance has a loan
from the revolving fund, it need only vefer to its loan
agreement contract by number, and agree to use the tribal
funds requested to supplement the borrowed funds, and
under the same regulations and procedureg. If the
revolving loan contract is not current, however, it will
be brought current at the time the advance of tribal
funds is requested. If the tribe requesting the advance
does not have a loan of revolving funds, the reguest for
advance should be accompanied by a plan of operation
showing information similar to that in 1.3XK(8) above.
However, a repayment plan is not required. Where an
organization is usihg both revolving and tribal funds

Supp. 1, Release 1, 8/1/73



47 BIAM SUPPLEMENT NO. l 1.13B

CREDIT AND FINANCING
Loans and Advances by the United States to Indian Organizations

in its credit operations, no distinction is made between
the funds in the tribe's relending activities, except that
individvual Indians receiving loans from the tribe are not
required to present evidence that they are unable to
receive financing elsewhere, unless ‘the tribe has adopted
a policy to this effect, and loans may be approved to
applicants of less than one-guarter degree of Indian
biood, The revolving and tribal funds will be mixed
together, and the tribal funds will serve much in the
same capacity as where a business which is using its own
funds in conjunction with money borrowed from a bsnk or
gome other lender. Advances of tribal funds will be made
in accordance with the provisions of section 1.5J above.

B. Local Funds. Tribes having "local" tribal funds over
which its governing body has control that desire to use
guch funds for credit purposes, will be encouraged to
use them under the regulations in 25 CFR 91 (see 2.1 below),
and the instruections of the Commissioner contained in
hy BIAM 7. If a tribe has received a previous advance of
tribal funds from the Treasury, or a loan from the revolving
fund, or both, it may be permitted to deposit local tribal
funds in its credit fund, after adoption of an appropriate
resolution. If the tribe does not already have an advance
of tribal funds from the Treasury, or a loan of revolving
funds, it should be encouraged to adopt an appropriate
"Declaration” (see Illustration 6) under which the funds
will be used.

1.14 Relending. Instructions on relending of revolving funds borrowed
from the United States to individuals and cooperative associations
by organizations, and of tribal funds under the regulations in
25 CFR 91, are given in 47 BIAM 8. Instructions on financing of
tribal enterprises are given in 47 BIAM 9. Instructions on loans |
of revolving funds by the United States direct to individual
Indians are also given in 47 BIAM 8, in order that all instructions
regarding loans to individuals, regardless of the lender, may be
available in one chapter (see 25 CFR 91.13 and 2.1M below).

1.15 Repayment to United States. Repayments of principal, and payments
of interest, on loans by the United States, shall be accepted at
any reasonable time., If the organization's funds are deposited
in a bank, the authorized officer shall draw a check payable to
the "Bureau of Indian Affairs" which shall be delivered to the
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Bureay of Indian Affairs designated collection officer. If the
organization's funds are deposited in an Indian Money Account,
the authorized officer shall execute Form 5-4709, (formerly
Form 5-811), authorizing the Bureeau's designated officer to
issue a check payable to the "Bureau of Indian Affairs" (see

25 CFR 91.14 and 2.1N below).

A. Officiagl Receipt. An official recelpt will be issued to
the remitter for all payments, and the amount shall be
taken up as a collection in aecordance with.existing
fiscal regulations. The official receipt will show the
amount of principal on which interest has been computed,
the rate of interest, the inclusive dates for which
interest is paid, and the application of the payment on
principal and on interest, and the balance of the
principal unpaid. The receipt will show computation of
interest on the outslanding loan balance offset by the
amount of interest suspended on educational loans. The
receipt will also show the number of the contract on
which payment is being made.

"B. Report to Central Office. Copies of receipts and vouchers
will be accumulated by the Area Office, and the amounts of
advgnces and collections thereof will be reported on
Form 5-470L, Summary of Advences and Collections, (formerly
Form 5-800). This form, together with copies of the
receipts and vouchers, will be gubmitted to the Central
Office to reach there not later than the 10th of the month
following the month reported marked "Attention: Division
of Credit and Financing." Area Office credit personnel
will check to see that the detail on the summary agrees
with the appropriate general ledger accounts maintained
by the Divisgion of Financial Management, An explanation of
any differences should accompany the summary. A negative
report will be submitted if the Area has no advances or
collections to report.

1.16 Charters. Credit and other cooperative agssociations in Oklahoma ,
except those operating in Osage County, may receive charters of
incorporation from the Commissioner. Cooperative associations in
other States wllli be organized in accordance with the laws of the
State in which they are to operate in order to receive loans
direct from the United States. The Commigsioner's approval of
articles of association and bylaws where cooperative associations
arge indebted to or are applying for loans from the United States,
corporations, tribes, or bands is required.
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1.17 ZFducational Toans. Instructions on loans by the United States and
by Indian organizations for educational purposes are given in
47 BIAM 10 (see 25 CFR 91.16 and 2.1P helow).

1.18 Amendments of Articles of Asgsociation and Bylaws. Amendments to
and revocation of articles of association and bylaws of credit and
cocperative associations require approval of the Commissioner.

1.19 Loans to Navajo and Hopi Indians. ILoans to the Navajo and Hopi
Tribes, or any member or association of members thereof, will be
subject to the regulations in 25 CFR 91.18 (see 2.1R below). Toans
to these Tribes and associations of members of these Tribes will be
subject to the instruetions in 47 BIAM 7. Loans to members of
these Tribes by the United States or by the Tribes, will be pursuant
to the instructions in 47 BIAM 8. Financing of enterprises will be
pursuant to 47 BIAM 9,

1.20 TIoans to Encourage Industry. Applications of organizations for
loans to encourage industry require approval pursuant to 1.5 above.

In general, the same procedures will be followed as on applications
‘for Toansg for other purposes as set forth in this supplement, Appli-~
cations will include the same exhibits ag other applications.

Because the types of industries for which financing may be requested
mgy be so varied, it is not possible to provide an outline of the
information which should be included. It must contain sufficient
information to justify the loan and show that it will be in the
public interest and conducive to the accomplishment of the purposes
for which it is requested.

Loans pursuant to 25 CFR 91.19 (see 2.18 below), may be made to any
of the types of organizations authorized by 25 CFR 91.2 (see 2.1B
below) and to groups of Indians having a form of organization
acceptable toc the Commissioner. . ITn the event of any question
regarding whether a certain type of organization is or is not
acceptable to the Commissioner, or concerning matters of policy

and loan funds, queries ghould be addressed to the .Central Office
through the Ares Office prior to submittal of an application.

A. Prompt Action. Prompt action is imperative in preparation
of industrial applications. Priority should be given
thereto, and particular care used in compilation of
information contained therein, in order that action can
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be taken without correspondence between the Ares
and Central Offices which would only delay &
decigsion. An industry which may be interested
in localing on or near a particular reservation
may lose interest uniess it can obtain a prompt
decision on the financial assistance it may
expect to receive from the Indian organization
involved.

B. Purposes. Applications for loans for any purpoge
which will assist in attracting industries to
operate in localities where their operations will
promote the economic development of the Indiansg
will receive consideration. Creation of = payroll,
for example, is a very important purpose. The
charters of most incorporated tribes restrict the
purposes for which money may be borrowed from the
United States, i.e., for relending to individual
members and associations of members and to the
financing of tribal enterprises. The restriction,
in such instances, is on the purposes for which
some organizations may borrow money and not upon
the purposes for which the United States may make
loang from the revolving fund. The constitutions
of uvnincorporated tribes generally do not contain
restrictions. It is essential that the organiza-
tion papers of applicants be examined carefully to
determine whether authority exists to borrow
money for the purposes desired. Loans may be
made to an organization pursuant to 25 CFR 91.19,
to enable it to make an investment in a company
operating an industry where the organization
papers of the group do not contain specifiec
provigions which would prevent it from doing so.
Loans may not be made to an organization to
enable it %o relend money to a non-Indian company
operating an industry. All applications mugt
contain sufficient information to indicate that
the loan can be made on a sound basis and that it
will promote the economic development of the
Indiang. (See 1.3G above,)
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1.21 Loans for Expert Assistance. Applications of organizations for

loans for the purposes authorized by the Act of November L, 1963

(77 Stat. 301, 25 U.S.C, 70N-1), as amended, may be submitted

pursuant to this section. 18/

A, Eligibility. An organization must have one or more
pending claims of & nature and in a stage of prosecution
requiring the services of expert witnesses. It mugt not
have funds on deposit in the Treasury or elsewhere in an
amount adequate to obtain the services it needs.

B. Form. Applications shall be submitted on Form 5-4706
(formerly Form 5-806A). The procedure in 1.3J above shall
be followed. The form shall be accompanied by a resolution
of the governing body of the applicant as Exhibit A (see
1.3K(5) above), and a justification for the loan, as
Exhibit B.

18/ The Act, as amended, provides:

"That there is hereby authorized to be appropriated the sum of 42,700,000 for the establishment ofa
révolving fund from which the Secretary of the Interior may make loans to Indian tribes and bands
and to other identifiable groups of American Indians residing within the territorial limits of the
United States for use by them in obtzining expert assistance, other than the assistance of counsel,
for the preparation and trial of claims pending before the Indian Claims Commission.

"Sec. 2, No loan shall be made under this Act to a tribe, band, or group if it has funds available
on deposit in the Federal Treasury or elsewhere in an amount adequate to obtain the expert
assistance it needs or if, in the opinion of the Secretary, the fees to be paid the experts are
unreasonable in light of the services to be performed by them,

"Sec. 3. Every loan made under this Act shall be reported to the Committee on Interior and Insular
Adffairs of the Senate and House of Representatives within fifteen days of the time it is made.

"Sec. 4. Any loan made under this Act shall bear interest and shall, together with such interest, be
repayable out of the proceeds of any judgment recovered by the tribe, band, or group on its claim
against the United States, If no judgment is recovered or if the amount of the judgment recovered
is inadequate to vepay the loan and interest thereon, the unpaid amount may be declared non-
repayable by the Secrétary,

"Sec. 5. Repayments of loans made under this Act and of interest thereon shall be credited to the
revolving fund established under the first section of this Act,

1
"Sec, 6. No liability shall attach to the United States because of a failure to make 2 Ioan in the
amount requested.

"Sec. 7. After the date of approval of this Act, the Secretary of the Interior shall approve no
contract which makes the compensaton payable to a witness before the Indian Claims Commission
contingent upon the recovery of a judgment against the United States, "
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The justification shall include statements from the
organization's attorney regarding the need for the loan.

C. Approval. Applications will receive approval, in whole or
in part, by issuance of a commitment order on Form 5-4707
(formerly Form 5-807) by the Commissioner. Area Directors
may not approve loans for expert assistance. The procedures
in 1.5G and H above ghall then be followed.

D. Advance of Funds. Funds will be advanced to meet obligations
incurred by organizations under contracts for expert agsist-
ance approved by the Commissioner. Requests for allotments
will be made in the usual manner (see 1.5J above). At the
time each request is submitted it shall be accompanied by &
certification by an authorized official of the organization
that the applicant does not have other applicable funds in
an amount adequate for the purposes for which the advance
is requested. The Superintendent and Ares Director shall
attest to the correctness of the certification or point out
any inaccuracies. The suthorized official shall execute
voucher Form 1034, and the funds shall be deposited in a
special IM account of the organization upon receipt.
Promigsory notes are not required as evidence of indebted-
negs for loans for expert assistance.

&, Disbursements. Disbursements may be made from the IM account
to meet obligations under contracte for expert assistance
approved by the Commissioner, under authority of Section b,
Form 5-4706 (formerly .Form 5-806A). In the case of an
organization with a bonded officer, authorization from such
officer shall be obtained. In the case of an organization
without a bonded officer, the disbursement may be made
without further authorization from the organization.

F. Contracts for Expert Assistance. All contracts for expert
assistance involving payments from funds authorized by the Act
of November 4, 1963, require approval of the Commissioner,

G. Records and Reports. Accounting records shall be maintained
by each organization to which a loan is approved, in a manner
satisfactory to the Area Director. Organizations maintaining
credit accounting records may establish subsidiary accounts
for loans for expert assistance. Reports on loans will be
submitted in accordance-with 47 BIAM 11.
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H. Procedure, Central Office. Each application will be
charged to the Division of Credit and Financing for
processing. It will be checked for adherence to regula-
tiong and instructions, and be referred by memorandum to
the Division of Tribal Operations. The latter will pre-
Pare a memorandum report to Credit and Financing with
recommendations for approval or disapproval in whole or
in part. Final processing will then be the responsibility
of Credit and Financing, including reports to the
Committees on Interior and Insular Affairs of the Senate
and House of Representatives pursuant to Section 3 of the
Act of November L, 1963, as amended.

The Divigion of Credit and TFinancing will include a
separate section in its status reports pursuant

to 1.3A above on the revolving fund for loans for expert
assistance showing the status of the fund, copy of which
will be furnished Tribal Operations. FRach request for
allotment will go to the Division of Credit and Financing
for approval prior to processing.

All contracts of organizations for expert assistance

{see subsection F above) will go to the Division of
Tribal Operations for processing. Tribal Operations
will check with Credit regarding the availability of
funds, and then proceed with processing of the contracts.
Copies of all approved contracts will be furnished the
Divigion of Credit and Financing.

The Division of Tribal Operations will advise the Division
of Credit and Financing of all awards, or where no judgment
is recovered, by the organization. The latter will then
take whatever action may be required to effect repayment

of loans and interest or to declare any amount of a loan

to be nonpayable, pursuant to Sections 2 and 5, Form 5-h706
(formerly Form 5-8064).

2.1  Regulations. The regulations in this section were contained in
25 CFR 21 "General Credit to Indians" prior to December 2k, 1957,
After that date they appear in 25 CFR 91, Unless otherwise
indicated, the wording is as promulgated in 25 CFR 21 December 18,
1945, and in 25 CFR 91 December 24, 1957. For convenience, the
CFR numbers are shown in parentheses. Different loan agreement
contracts are sometimes governed by different regulations, all of
which are quoted in full herein with all amendments. '
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A. Purpose. (25 CFR 91.1) The purpose of this part is to
prescribe the terms and conditions of loans to Indian
chartered corporations, unincorporated tribes and bands,
credit and cooperative assocliations, and individual
Indians from the United States, in order to promote the
economic development of the borrower. (See 47 BIAM 7 for
instructions on "Loans and Advances by the United States to
Indian Organizations'"; 47 BIAM 8 for "Loans to Individual
Indians and to Cooperative Associations by Tribes"; and
b7 BIAM 9 for "Financing of Enterprises.")

B. FEligible Borrowers. (25 CFR 91.2) 19/ Loans may be made
from revolving credit funds to Indian chartered corpora-
tions; gg/ recognized tribes and bands; credit associations
organized pursuant to the Oklahoma Indian Welfare Act or
whose form of organization has been approved by the
Commissioner of Indian Affairs; other cooperative associa-
tions wheose members are not eligible to borrow from
incorporated or unincorporated tribes or bands; and mem-
bers of Indian tribes or their descendants of at least
one-quarter degree of Indian blood. Unless otherwise
authorized by the Commissioner of Indian Affairs, individual
Indians shall not be eligible for loans if they are members
of & corporation, tribe, or band which isg conducting credit
operations, or if they are eligible for loans from a credit
association. 21/

18/ ~ Promulgated as 25 CFR 21, 2 December 8, 1950, This section as originally approved December 18, 1945,
read:

"Eligible Bowrowers. Loans may be made from revolving credit funds to Indian chartered corporations;
recognized tribes and bands; credit associations organized pumsuant to the Oklzhoma Indian Welfare Act
or whose form of organization has been approved by the Secretary; cooperative associations whose
members are not eligible to borrow from incerporated or unincorporated tribes or bands; members of
Indian tribes or their descendants of at least 1/4 degree of Indian blood, who are not members of a
corporation, tribe, or band, which is conducting credit operations, and who are not eligible for loans
from a eredit association, "

20/ This includes the organization of groups in Alaska having a common bond of occupation, association,
or residence within a well-defined neighborhood,

2l/ See 25 CFR 91.19 for additional eligibility of other borrowesrs for loans to encourage industry,
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C. Application. (25 CFR 91.3) An applicant for a loan
will gubmit an application on a form approved by the
Secretary or his authorized representative. Such
application will indicate the purposes for which the
loan is to be used, the period of the loan, the
interest to be paid, the security to be offered, and
the procedures to be followed in handling and repaying
the Iloan.

D. Purpose of Loans. (25 CFR 91.4) 22/ Borrowers from
the United States, except individual Indians, may use
funds borrowed to make loans to individual members,
coovperative associations, and subordinate bands, for
any purpose which will promote the economic development
of the group or individual, and to finance corporate or
tribal enterprises. Eligible individual Indiang may
receive loans from the United States to promote their
economic development. 23/

22/ Promulgated as 25 CFR 2L 4 Febmuary 17, 1954, This section as originally approved December 18, 1945,
read:

¢
"Borrowers from the United States may use funds to make loans to individual members, cooperative
associations, subordinate bands, and enterprises of their members for any purpose which will promote
the economic development of the group or individual, or to finance corporate or tribat enterprises. "

This section was amended December 8, 1950, to read:

"Borrowers from the United States may use funds to make loans to individual members, cooperative
agsociations, subordinate bands, and enterprises of their members for any purpose which will promote
the economic development of the group or individual, or to finance corporate or tribal enterprises,
Indian chartered corporations and recognized tribes and bands may borrow money for the purchase of
cattle by relending to members under the regulations in Part 23, Title 25 CFR."

23/ See 25 CFR 91,19 on loans to encourage industry.
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E. Approval of Loans. (25 CFR 91.5) Loan agreements
must be executed on a form approved by the Secretary or
his authorized representative. The borrower will furnish
security, if available, up to an amount adequate to pro-
tect the loan. The Secretary or his authorized repre-
sentative will approve the loan by issuing & commitment
order covering the terms and conditions for making the
loan. Any modification of the terms of the contract must
be agreed to in writing by the borrower and the Secretary
or his authorized representative.

F. Interest. (25 CFR 91.6) 24/ On loans by the United
States for other than educatiocnal purposes, borrowers
shall pay interest at the rate specified in the loan
agreement, which shall be not less than two nor more
than five and one-half percent per annum.

24/ 25 CFR 9L. 6 as amended June 26, 1963 (28 F, R. 129, 6832, 6833}, This section originally approved
as 25 CFR ZL. 6 December 18, 1945, read:

"Interest. Corporations, unincorporated tribes and bands, and credit associations shall pay one percent
interest annually on loans from the date made until paid, on the basis of 360 days per apmum.
Individual borrowers and cooperative associations shall be charged interest at a rate of three percent
anmually, Borrowers from Indian organizations shall pay the rate of interest specified in the governing
loan agreement but not less than one percent.

On November 17, 1950, this section was amended to vead:

"Interest, Corporations, unincorporated tribes and bands and credit associations shall pay two per-
cent interest anmually on loans from the date made until paid, on the basis of 360 days per annum.
Cooperative associations and individual borrowers shall be charged interest at the rate of four

percent anmmally, except loans made to individuals for educational purposes, which shail be

governed by the provisions of 21,16 of the regulatious in this Part, Borrowems from Indian organizations
shall pay the rate of interest specified in the governing loan agreement, but not less than two percent,"

On Aprit 13, 1953, this section was amended to read:
“Interest.

"A. Onloans by the United States, borrowers shall pay interest at the rate specified in the loan

. agreement which 'shall be as follows: two percent per ammm on loans made to Indian charcered
corporations and wnincorporated tribes and bands, where the Ioan is for the purpose of enabling the
borrower to make loans to individual membems, cooperative associationé, and subordinate bands;
two percent per annum on loans made to credit associations; not less than four percent per annum
nor more than five percent per anmum on loans made to finance corporate or tiibal enterprises,
except that two percent per amnum shall be charged on loans to enterprises financed from the loan
fund authorized by the Act of April 19, 1950 (64 Stat, 45); and not less than four percent per annum
nor more than six percent per annum on loans made to individuals for other than educational
purposes, and on loans made to cooperative associations, other than credit associations.
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G. Records and Reports. {25 CFR 91.7) Borrowers shall keep
separate records and accounts of their credit activities
and make signed reports as directed by the Commissioner. 25/

H. Maturity. (25 CFR 91.8) 26/ The period of maturity of the
loan should be determined acecording to the circumstances,
except that 40 years shall be the moximum.

24/

25/
26/

Cont,

"B. On loans by Indian organizations, borrowers shall Pay interest at the rates specified in their
loan agreements with such organizations, but the rates shall be not less than those charged the
organization by the United States.

"C. Onm all of the foregoing loans, interest shall be caleulated on the basis of 360 days per annum.

"D, Nothing contained in this Section shall be deemed to affect the rate of interest on loan
agreements in effect on the date of promulgation of this Section, "

On February 17, 1954, subsaction ID was amended to read:

""D. Nothing contained in this section shall be deemed to affect the rate of interest on loan

agreements in effect April 13, 1953, or on the unpaid balance of such loan agreements which is
made payable under another loan agreement entered into or modified after April 13, 1953, The
date of matwrity of any indebtedness under any lodn agreement entered into prior to April 13, 1953,
shall not be extended. "

On August 2, 1961 (26 F, R, 151, 7093, 7094), this section was amended to read:

"On loans by the United States, borrowers shall pay interest at the rate specified in the loan
agreement, which shall be two percent per annum, except that the rate on loans to finance
corporate or tribal enterprises and cooperatives shall be not less than two nor move than five
percent per annum, dnd the rate on loans made to individuals for other than edicational purposes
shall be not Yess than four nor more than five percent per anmim, "

This section refers to borrowess other than individual borrowers from the United States, -

25 CFR 9_1.;8 -as amended June 26, 1963 (28 F. R, 129, 6832, 6833), This section as approved
Decemben8, 1945, and December 24, 1957 (see 2.1 above), provided a ‘mazximum maturity
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I. Security. (25 CFR 91.9) 27/ Loans shall be secured by
such securities as the Secretary or his authorized repre-
sentative may require. Unless obtherwise provided in the
loan agreement, title to all property purchased by a
borrower with a loan from the United States shall he
taken in the name oi the borrower. All securing docu-
ments shall be filed or recorded in accordance with State
or Territorial law.

J. Penalties on Default. (25 CFR 91.10) 28/ Unless otherwise
provided in the loan agreement, failure on the part of a
borrower o conform to the terms of the loan agreement
will be deemed grounds for any one or all of the following
steps to be taken by the Commissioner:

27/

28/

Promulgated as 25 CFR 21. 9 February 17, 1954, This section as originally approved December 18, 1945,
read:

"Security, A mortgage, chattel mortgage, lien, or conditional sales contract on property acquired
with the proceeds of the loan may be required as security for the loan. Where the loan is made for
the purpose of financing the advance of credit, it may be secured through the assignment of notes,
mortgages, chattel mortgages, or liens, and such other securities as the Secretary or his authorized
representative may approve. Unless otherwise provided in the loan agreement, title to all property
purchased with loans shall be taken in the name of the United States in trust for the borrower. "

Promulgated as 25 CFR 21,10 December 8, 1950. This section as originally approved December 18, 1945,
read;

"Penalties on Defaulf. Failure on the part of any borrower to conform to the terms of the loan agree-
ment will be deemed grounds for any one or all of the following steps to be taken, at the option of
the Secretary, or his authorized representative, if the loan agreement so provides:

(2) Discontinue any further advances of funds contemplated by the loan agreement.

{b) Take possession of any or all collateral given as security, and in the case of individuals and
cooperative associations, the property purchased with borrowed funds,

(c) Prosecute legal action against the bomrower, or against officers of corporations, unincorporated
tribes and bands, and credit and cooperative associations.

(d) Declare the entire amount advanced immediately due and payable,
(e) Prevent further disbursement of credit funds under the control of the borrower,
(f) Withdraw any unobligated funds from the borrower.

(g) In the case of corporations, unincorporated tribes and bands, and credit associations, require
that all repayments on loans made be applied to liquidate the indebtedness to the United States.

{h) In the case of credit associations, take possession of the assets of the borrower and exercise or
arrange for the exercise of its powers until the indebtedness to the United States is liquidated or
until the Secretary has received acceptable assurance of its repayment and of compliance with
the loan agreement,
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2.1J(a)

(a)

(b)

(e)

(e)

(£)

(g)

(h)

Discontinue any further advances of funds
contemplated by the loan agreement,

Take possession of any or all collateral given
as security, and in the case of individuals and
cooperative associations, the property purchased
with borrowed funds.

Prosecute legal action against the borrower, or
against officers of corporations, unincorporated
tribes or bands, and credit and other cooperative
associations.

Declare the entire amount advanced immediately due
and payable.

Prevent further disbursement of credit funds
under the control of +the borrower.

Withdraw any unobligated funds from the borrower.
(Note: This refers to borrowers other than
individual borrowers from the United States.)

In the case of corporations, unincorporated
tribes and bands, and credit associations,
require that all repayments on loans be applied
to liquidate the indebtedness to the United
States.

In the case of credit associations, take
possession of the assets of the borrower and
exercise or arrange for Tthe exercise of its
powers until the Commissioner has received
acceptable assurance of its repayment and of
compliance with the loan agreement.

28/ Cont.

(i) In the case of corporate and tribal enterprises and cooperative associations, where the loan

agreement so provides, to li

uidate or operate, or arrange for the operation of the enterprise

or association, uatil its inde%tedness is paid, or until the Secretary has received acceptable
agsurance of its repayment and of compliance with the loan agreement. "
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(i) TIn the case of corporate and tribal enterprises
and cooperative assoclations, to liquidate or
operate, or arrange for the operation of the
enterprise or associabtion, until its indebtedness
ig paid or until the Commisgioner has received
acceptable assurance of its repayment and of
compliance with the loan agreement.

K. Assignment. (25 CFR 91.11) A borrower msy not assign
his loan agreement or any interest therein to a third
party without the consent of the Secretary or his
authorized representative. '

L. Tribal Funds. (25 CFR 91.12) 29/

(a) Tribal funds may be advenced to corporations
and unincorporated tribes and bands, when
authorized by Congress, upon request of the
governing body and approval by the Commis-
sioner, for the establishment of enterprises
and for relending in accordance with sub-
sections (b) and (c) of this section and
gection 91.13, TNo interest shall be paid to the
United States on such funds.

29/ Promulgated as 25 CFR 21,12 Angust 9, 1954, Sections 21,12 A through E approved December 18, 1945,
read as follows:

A. Tribal industrial assistance funds may be transferred to corporations and unincorporated
tribes and bands, when authorized by Congress and agreed to by the corporation, tribe,
or band, and may be used for the same purposes as revolving credit funds, No interest
shall be paid to the United States on such funds.

B. Loans of. tribal indusirial assistance funds may be made to individuals and cooperative
associations under the same conditions as loans of revolving credit funds,

C. Support loans‘ may be made to old, indigent, or disabled allottees, and loans may be
made for burial expenses where the deceased Indian was an allottee, from tribal
industrial assistance funds. Interest may he waived on such loans,

D, Individua1§ need not be of at least one-fourth degree of Indian blood in order to receive
loans of tribal industrial assistance funds, but must be members of the corporation,
tribe, or band to which the funds belong,

E. Loans to Menominee Indians from Menominee tribal funds shall bear interest at 2
percent per anmnmn.
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(b) Support loans may be made to old, indigent, or
disabled members, and loans may be made for
burial expenses of members, when there ig
reasonable assurance that the loans will be
repaid. TInterest may be waived on such loans.

(¢) Individuals need not be of at least one-quarter
degree of Indian blood in order %o receive loans
of tribal funds, but must be members of the
corporation, tribe, or band to which .the funds
belong.

29/ Cont,
Subsection E was amended on December 8, 1950, to read:

"Loans to Menominee Indians from Menominee tribal funds shall bear interest at 4 rate specified
by the tiibe and approved by the Commissioner of Indian Affaiys, ®

Subsections F and G were approved December 8, 1950, to read:

F. Failure of a corporation or unincorporated tribe or band to use tribal industrial assistance
funds advanced under authority of subsection A of this section of the regulations in this
part in accordance with the purposes for which requested, shali be grounds for any one or
all of the following steps to be taken by the Commissioner:

(1) Discontinue any further advances of funds requested by the corporation, tribe,
or band,

(2) Require that the entire amount advanced to the corporation, tribe, or band be
returned to the Treasury,

(3) Prevent further disbursement of tribal industrial assistance funds under the control
of the corporation, tribe, or band,

(4) Withdraw any unobligated funds from the corporation, tribe, or band, and deposit
the same in the Treasury.

{3) Require that all repayments on loans made by the corporation, tribe, or band, be
used to replace funds advanced to the corporation, tribe, or band from the
Treasury,

{6) In the case of corporate and tribal enterprises operated with tribal industrial
assistance funds, to liquidate or operate, or arrange for the operation of the
enterprise, until all tribal industrial assistance funds advanced to the corporation,
tribe, or band have been replaced in the Treasury, or until the Commissioner
has received acceptable assarance that the funds will be replaced, or that the
enterprise will be operated in a manner satigfactory to him,

G, Tribal industrial assistance funds may be advanced to corporations and tribes for the purchase
of cattle for relending to members under the regulations in Part 23, Title 25, C,F, R.
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(d) Failure of a corporation or unincorporated
tribe or band to use tribal funds advanced .
under authority of paragraph (a) of this
section in accordance with the regulations
and the purpose for which requested, shall
be grounds for any one or all of the follow-
ing steps to be taken by the Commissioner:

(1)
(2)

(3)

()

(5)

(6)

Discontinue further advance of funds requested.

Require that the entire amount advanced be
returned to the Treasury.

Prevent further disbursement of tribal funds
under the control of the corporation, tribe,
or hand,

Withdraw any unobligated funds from the
corporation, tribe, or band and deposit the
same in the Treagury.

Require that all repayments on loans made by
the corporation, tribe, or band, be used to
replace funds advanced to the corporation,
bribe, or band from the Treasury.

In the case of enterprises operated with
tribal funds, to liquidate or operate or
arrange for the operation of the enterprise,
until all tribal funds advanced to the
corporation, tribe, or band have been
replaced in the Treasury, or until the Com-
missioper has received acceptable assurance
that the funds will be replaced, or that
the enterprise will be operated in a manner
satisfactory to him.

M. Relending by Borrowers. (25 CFR 91.13) 30/

(a) Funds loaned by the United States to a corporation,
tribe, band, or credit association may be reloaned

30/ Promulgated as 25 CFR 21,13 February 17, 1945, This section as approved December 18, 1945, read:
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by it, with the approval of the Commissioner or
his authorized representative, but the Commis-
sioner may authorize such lenders to approve
applications for particular types of loans up
to a gpecified amount.

(b) Such loans shall be secured by such securities
as the lender and the approving officer may
require. Individually owned trust or restricted
land may be mortgaged for such loans in accordance
with 25 CFR 121.61 of this chapter. All securing
documents shall be filed or recorded in accordance
with Btate or Territorial law.

(¢) Unless otherwise authorized by the Commissioner
in the case of particular loans, title to
property purchased with such loans received
from such relending organizations shall be
taken in the name of the borrower.

N. Repayments. (25 CFR 91.1k) Repayments on loans by
the United States shall be made to the Bureau of Indian
Affairs designated collection officer who shall issue
an gfficial receipt therefor.

O. Charters. (25 CFR 91.15) 31/ The Commissioner of
Indian Affairs may issue charters to credit and other
cooperative associations of ten or more members in
Oklahoma whose articles of association and bylaws have
been approved by him. (Note: Charters may be issued
only to credit associations and cooperatives in Oklahoma,. )

30/  Cont,

"Relending by Borrower. Funds loaned by the United States to a corporation, unincorporated tribe or
band, or credit association, may be reloaned by it, with the approval of a representative of the
Commissioner, unless the Commissioner authorizes the corporation, tribe, band, or association to
approve applications for particular loans up to a specified ameount, "

31/ Promulgated as 25 CFR 21,15 December 8, 1950, This section as originally approved December 18, 1945,
read:

"Cooperative Associations. The Secretary may issue charters to cooperative associations of ten or more
members in Oklahoma whose articles of association and bylaws have been approved by him, "
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CREDIT AND FINANCING
Loans and Advances by the United States to Indian Organizations

'P. Educational Toans. (25 CFR 91.16) 32/

(a) Loans for educational purposes may be made
under the regulations in this part. The
interest rate on loans by the United States
shall be three percent per annum, Interest
shall start on the first day of the month
following one year from the date of completion
of the educational course for which the locan
was made, or, in the event of non-completion
of’ the course, on the first day of the month
following the date the borrower drops out of
gschool. Interest calculations shall be sus-
pended during periods when borrowers are
enrolled in schools of higher learning, and
during periods of service in the armed forces
of the United States.

(b) 33/ The rate on loans by Indian organizations
shall be not less than three percent per annum,

32/ 25 CFR 91,16 as amended August 2, 1961 (26 F, R, 151, 7093, 7094), This section originally
T approved as 25 CFR 21,16 August 21, 1947, provided:

v
NEducational Loans, Loaus for educational purposes may be made under the regulations in this
Part. Notwithstanding the provisions of 21.6, the interest rate on such loans shall be one percent
per annom, " '

This section was amended June 25, 1948, to read:

"Educational Loans. Loans for educational purposes may be made under the regutations in this
Part, The lnterest rate on loans by the United States shall be three percent per anmum, The rate
on loans by Indian organizations shall be not less than one percent per annum, and may not exceed
the rate charged borrowers on loans for other purposes. "

This section was further amended November 17, 1850, to read:

"Educational Loans, Loans for educational purposes may be made under the regulations in this
Part. The interest rate on loans by the United States shall be three percent per annum. The
rate on loans by Indian organizations shall be not less than two percent per annum, and may not
exceed the rate charged borrowers on loans for other purposes."

33/ 91.16B as amended June 26, 1963 (28 F. R, 129, 6832, 6833). As approved August 2, 196, this
subsection read:

"The rate on loans by Indian organizations shall be not less than two percent per aniuin, and may
not exceed the rate charged borroweis on loans for other purposes. Organizations which adopt

the same rate and follow the same procedure in calculating interest as is followed on loans made
by the United States will not be charged interest on loans from the United States on the amount
outstanding in educational loans during the period the organization is not charging its borrowers
interest. "
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and may not exceed the rate charged borrowers
on loans for other purposes. Organizations
which adopt the same rate and follow the game
procedure in calculating interest as is
followed on loans made by the United States
will not be charged interest on loans from the
United States on the amount outstanding in
educational loans during the period the
organizatlion is not charging its borrowers
interest.

Amendments to Articles of Association and Bylaws.

(25 CFR 91.17) 34/ The Commissioner of Indian Affairs
may approve amendments ‘to articles of assoeiation and
bylaws of credit and cooperative associations originally
approved by the Secretary.

Loans to Navajo and Hopi Indians. (25 CFR 91.18) 35/
Loans to the Navajo and Hopli Tribes, or any member or
aggocliation of members thereof, from the loan fund
authorized by the act of April 19, 1950 (64 Stat. 45),
shall be subject to the regulations of this part,
except that the interest rate on any loans made to
refinance loans received from the revolving fund
authorized by the acts of June 18, 1934 (48 Stat. 986),
and June 26, 1936 (49 Stat. 1967), as amended and
supplemented, shall be at the rate of interest specified
in the original loan agreement.

Loans to Encourage Industry. (25 CFR 91.19) §§/ Toans
may be made to any organization of Indians for use in
attracting industries to operate in localities where
such use will promote the economic development of
Indians. Such loans mey be made only to groups of
Indians having a form of orgenization acceptable to the
Secretary and at interest rates and under terms and
conditions found by the Secretary in the parfiicular case
to be in the public interest and conducive to the
accomplishment of the purpose intended. No such loans
shall be effective until approved by the Secretary.

EYY
35/
36/

Promulgated as 25 CFR 21.17 Augpst 21, 1547,
Promulgated as 25 CFR 21.1§ Jamuary 10, 1952,

Promulgated as 25 CFR 21,19 Febmary 18, 1957,
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T. Loans for Expert Assistance. (25 CFR 91.21) QZ/
Nothwithstanding any provisions of the regulations in
this Part 91 to the contrary, loans may be made o
Indian tribes and bands and to other identifiable
groups of Indlians for use by them in obtaining expert
assistance, other than the assistance of counsel, for
the preparation and trial of claims pending before the
Indian Claims Commission. Loans will be approved by
igsuance of a commitment order by the Secretary or
his authorized repregentative. All loans shall bear
interest at the rate of 5 1/2 percent per annum from
the date the funds are advanced until repaid.,

37/ Promulgated as 25 CFR 51, 21 June 23, 1964.
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REQUEST FOR MODIFICATION
OF LOAN AGREEMENT
Contract No. between the Tribe and
the United States.
The Tribe, as evidenced by a resolution of its
Council adopted at a meeting held 19 » certified

copy of which is atbtached hereto, requests that the unpaid balance of
5 on said contract be transferred to the loan
agreement resulting from its application of , 19 ,
for an additional loan of $ . The indebtedness of
the Tribe is presently evidenced by promissory notes identified as
follows, bearing interest at the rates indicated:

Interest Amount
Date of Note Payable on or before Rate Unpaid

This modifieation will not be effective until after a loan contract
resulting from said application for an additional loan becomes
effective, nor until a new promissory note (or notes) evidencing the
transfer of the above indebtedness to the new loan agreement contract,
bearing interest and with identical repayment schedules, has (have)
been executed as evidence of the amount transferred. Upon execution
of the new promissory note or notes, and payment of interest on the
0ld notes in full, the old notes will be returned to the Tribe.

Date Tribe

Attest: By
(Secretary) (Authorized Officer)

Title
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