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General


• The B&I Guaranteed Loan Program 


   guarantees loans made by eligible lenders 


   to rural businesses.


• The primary purpose of this program 


   is to create and maintain employment and 


   improve the economic and environmental 


   climate in rural communities.


• Expands the existing private credit structure 


   to make and service quality loans that 


   provide lasting community benefits.








    Benefits to Businesses


• Higher loan amounts, lower interest rates, 


   and longer repayment terms.


• Assists a business in providing stability, 


   growth, expansion, and rural employment.





Benefits to Lenders


• Provides another tool to expand a private


   lender’s loan portfolio in rural areas.


• Enables lenders to increase earnings


   through participation in the secondary


   market.


• Allows lenders to make loans above their legal


   lending limits.





     Eligible Loan Purposes


• Business and industrial acquisitions, 


   construction, conversion, expansion, repair, 


   modernization, or development costs.


• Purchase of equipment, machinery, 


   or supplies.


• Start-up costs and working capital.


• Processing and marketing facilities.


• Pollution control and abatement.


• Refinancing for viable projects, under


   certain conditions.





    Ineligible Loan Purposes


• Line of credit.


• Agricultural production which is not part 


   of an integrated business.


• Any project likely to result in the transfer 


   of employment from one area to another.


• Payment to owners, partners, shareholders, 


   or others who retain any ownership 


   in the business.


• Corporations and businesses not 


   at least 51 percent owned and controlled


   by US Citizens.


• Charitable institutions, religious 


   organizations, their affiliated entities 


   and fraternal organizations.


• Loans for golf courses, gambling 


   establishments, and race tracks.





           Eligible Areas


• Rural areas and cities or towns with


   populations less than 50,000.





   Maximum Loan Amount 


• Generally limited to a maximum of 


   $10 million per borrower.


• Some circumstances allow up to 


   $25 million.





        Eligible Borrowers


• Individuals, corporations, cooperatives,


   partnerships, and other legal entities


   public and private, organized and operated 


   on a profit or nonprofit basis.


• Federally recognized Indian tribal groups.





    Loan Guarantee Limits


• Maximum percentage applies to the 


   entire loan.


• 80% for loans of $5 million or less.


• 70% for loans over $5 million and 


   up to and including $10 million.


• 60% for loans exceeding $10 million 


   and up to and including $25 million.
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Rural Development invested more than $15 million in Business & Industry (B&I) 


Loan guarantees in FY-2007. B&I loans provide loan guarantees up to 80% for 


businesses to use for working capital, equipment, buildings and real estate.





www.rurdev.usda.gov/tn/busdevel.htm





Collateral - Appraisals


• All collateral must secure the entire loan.


• Repayment must be reasonably assured.


• Personal and corporate guarantees are 


   required.


• Appraisal reports prepared by qualified


   individuals are required on property 


   that will serve as collateral.








Borrower Equity Requirements


• Minimum of 10 percent tangible balance


   sheet equity required for an existing


   businesses.


• Twenty percent tangible balance sheet 


   equity is required for start-up businesses.


• Equity is calculated from financial


   statements prepared in accordance 


   with GAAP.


• Feasibility studies may be required.











Maximum Repayment Terms


• Working capital - 7 years.


• Machinery and equipment - 15 years 


   (or useful life).


• Real estate - 30 years.





  Loan-to-Appraised Market Value


• Lenders will discount collateral consistent 


   with sound loan-to-value policy.


• Discounted collateral value must be equal 


   to loan amount.





Interest Rate


• Interest rates may be fixed or variable.


• The rate is negotiated between the lender


   and borrower and can be fixed or variable.


• Variable rates cannot be adjusted more 


   than quarterly.





          Fees and Costs


• One-time guarantee fee of 2 percent 


   of the guaranteed principal amount paid


   by lender.


• May be passed on to the borrower


• Other typical lender costs may also 


   be incurred.


• Annual renewal fee determined each 


   Fiscal Year.








Contacts


Area Offices in Tennessee


Greeneville	423-638-4771 ext 4





Knoxville		865-523-3338 ext 4





Chattanooga	423-756-2239 ext 0





Cookeville	931-528-6539 ext 2





Nashville		615-783-1359





Lawrenceburg	931-762-6913 ext 4





Jackson		731-668-2091 ext 2





Covington	901-475-3350 ext 4





Union City	731-885-6480 ext 4





State Office	615-783-1300


(Nashville)





Toll Free Number	1-800-342-3149





Servicing/Liquidation


• Annual financial statements prepared 


   in accordance with GAAP are required.


• Lenders will service and, if necessary, 


   liquidate the loans (with USDA Rural 


   Development concurrence).





Credit Quality


• Lender addresses the business’


   adequacy of equity, cash flow, collateral, 


   history, management, and ability to repay


   in a written credit analysis.





.








.








USDA Rural Development is an equal opportunity


Lender, Provider, and Employer.


Complaints of discrimination should be sent to


USDA, Director, OCR, Washington, D.C. 20250-9410
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