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FormRD 3565-3 Position 5 Form Approved This form is the
(Rev. 6:99) UNITED STATES DEPARTMENT OF AGRICULTURE ~ OMB No.0575-0174 signed agreement
RURAL HOUSING SERVICE between Multi—Family

LENDER’S AGREEMENT

Housing and the
(Multifamily Housing)

Lender setting forth
Participating Lender: " Tax Identification Number: (speciﬁcally or by
[Ty — T Telephon Namber reference) the Lender’s
loan responsibilities
when the Loan Note
Guarantee is issued.

L General Provisions
A, Purpose.,
The Lender (“Lender™) is approved to process and request Loan Note Guarantees and to service those loans as authorized
herein and under 7 C.FR. part 3565. The Lender enters into this Agreement as a condition for obtaining the guaranices.

Lenders iust meet and maintain the following requiremnents at a level consistent with the nature and size of their portfolio of
puaranteed loans:

1. Commitment. lender must have a commitment for a guaranteed loan or an agreement to purchase a guaranteed loan.
2. Cenification. Lender must provide certification on an annuat basis that it has maintained its overall financial strength,

including capital, liquidity, and loan loss reserves o maintain an acceptable rating by a lender rating service, or that it has
maintained its status as an approved Fannie Mae, Freddie Mac, or HUD Federal Housing Administration multifamily
tender, or, if a state housing finance agency, to have 4 top tier rating by'a rating agency.

3. Previous participation. Lender may not be delinquent on a federal debt or have an outstanding finding of deficiency ina
federal housing program.

4. Ongoing requirements. I.ender must have:
: (a)  Anadequate overall level of capital w ensure stability of business operations;
(b)  Adequate liguidity to respond 10 continuing demands for cash;

(¢)  Bonding and insurance to cover business related losses, including directors and officers insurance, business income
loss insurance, and bonding to secure cash management operations;

() Adequate Ioan loss reserves to cover the Lender’s projected losses on the guaranteed Joan portfolio;
(€) A minimum of two years experience in originating and servicing multifamily loans;

(f) A positive record of past performance when participating in federal loan programs;

(#)  Adequate staffing and training 1 perform the program obligations;

(h)  Demonstrated overall financial stability over the past five years;

(1) Evidence of rea ble and prudest busi practices for management of the program; and
() Addressed, w the Government's satisfaction, those financial and organizational issues that the Government deems
relevant to the Lender’s ability to properly originate and service guaranieed loans,
The Government agrees to enter into Loan Note Guarantees with the Lender issued pursuant to the regulations for Guaranteed
Rural Rental Housing loans and to participate in a percentage of any loss os any such loans not to exceed the amount established
in the Loan Note Guarantee. The wrims of any Loan Note Guaraniee are controlling.
B.  Full Faith and Credit.
1. Subject to paragraph 2 of this section. the guarantee is supporied by the full faith and credit of the Government and is
incontestable except under the circumstances of fraud or misrepresentation of which the Lender has actval knowledge at
the execution of the guarantee or of which the Lender participates in or condones.

2. The Loan Note Guaranice will bé uncaforceable by the Leader to the extent any loss is occasioned by violation of usury
laws, negligent servicing, or failure to obtain the required security regardiess of the time at which the Government
acquires knowledge of the foregoing. Any losses will be unenforceable by the Lender to the extent that loan funds are
used for purposes other than those specifically approved by the Govemnment in its Conditional Comimitment, Negligent
servicing is defined as the failure 1o perform those services which a reasonably prudent Lender would perform in servicing

According to the Paperwork Reduction Act of 1995, no persons are required 10 respord 1o a callection of information unlexy it displays a vald OMB control number
The vatid OMB control number for this informanon collection is 0575-0174. The time required o complete this information collection is estinued 10 uverage 45

minutes per response, including the time for reviewing instructions, searching existing data sources, gathering and mainidining the data needed, and completing and
reviewing the collection of information.

(see reverse)

PROCEDURE FOR PREPARATION : JLCER part 3565 and HB-1-3563.
PREPARED BY : Lender and Multi-Family Housing Approval Official.
NUMBER OF COPIES : Original and two copies.

IGNATURES REQUIR : Lender and Multi-Family Housing Approval Official.
DISTRIBUTION QF COPIES : Original to State Director; copy to be retained in National Office;

and copy to Lender.
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its own portfolio of loans that are not guaranteed. The term includes not only the concept of a failure o act, but also not aciing
in atimely manner, or acting in a manner contrary to the manner in which a reasonably prudent Lender would act up to the time
of luan maturity or until a final loss is paid.

Loan Origination

A [‘hc Lender a 'lgl’LL\ loan funds will be used for the purposes authorized in 7 C.ER. pan 3565 in accordance with the terms of
,‘Conditional Comnitment.”

B.  The Lender certifies that none of the Lender's officers or directors, stockholders, or other owners (except stockholders in @ Farm
Credit Bank or other Farm Credit Systiem (“FCS™) Institution with direct lending authority that have normal stock or share
requirements for participation) have a financial interest in any berrower receiving a Government Guaranteed Multi-family $oan
(Borrower). The Lender certifics that neither Borrower nor the Borrower's officers or direciors, stockholders or other owners
have a financial interest in the Lender. 1f a Borrower is a member of the board of direciors or an officer of a Farm Credit Bank
or other FCS Institution with direct fending authority, the Lender centifies that an FCS institution on the next highest level will
independently process the loan request and will act as the Lender's agent in servicing the account.

C. The Leader wili certify to the Government, prior o issuance of the Loan Note Guarariee for cach loan, that there has been
neither any material adverse change ina Borrower’s financial condition, nor any other material adverse change in a Borrower,
far any reason, during the period of ime {rom the Government’s issuance of the Conditional Commitment to issuance of the
Loan Note Guarantee regardless of the case or causes of the change and whether the change or causes of the change were within
the Lender’s or a Borrower’s control. The Lender’s certification must address all adverse changes of a Borrower, any parent,
affiliate, or subsidiary of a Borrower, and guarantors,

D, TLender certifies that a Regulatory Agreement or loan instruments concurred in by the Government have been or will be signed
with the Borrower.
E.  Lendercertifies that it has paid the required guarantee fee which was due at conditional commi An annual guarantce fee

of ( percent) of the outstanding principal amount of the foan will be charged cach year that the
puarantee is in effect. Each calendar year, this fee will be cotlected on January first of each calendar year.

138 Construction Loans. When acceptable credit enhancements are provided, the Agency may guarantee construction advances of
up 10 50 percent of the work-in-place, or up 10 90 percent of the amount advanced, whicheveris Jess. The Lender wilt provide
the Finance Office with status reports as the loan is advanced.

The Loan Note Guarantee will not convert 1o a permanent guarantee on the Ioan until the pro-forma underwriting and rent-up
assumptions listed in this A greement have been met for a period of 90 conseculive days, or an escrow has been established in an
amount that will equal pro-forma rental income when combined with actual receipts from Project operations. Rental income
may not be achieved through use of short-term feases or any type of rental concessions.

Project Management.

A, Regulatory Agreement. A recordable Regulatory Agreement, which meets the requirements as contained in 7 CER. part 3565,
subpart H. between a Borrower and $eoder must be execoted at the time of loar: closing.
As acondition of the guaraniee, the Lender is 1o oblain borrower certification annually that the project is in compliance with the
Regulatory Agreement and program requirements with respect to all aspects of project management.

B, Management plan. The Lender must approve a Borrower's management plan and assure that Borrowers are in comgiliance with
Government standards fing propesty including the requirements contained in 7 C.F.R. part 3565, subparts 1
and I

C.

adures. Tenants in properties subject 10 a guaranteed loan are entitled to the gricvance and
appeal u;,hls contained in 7C.F, R part 1944, subpart L. Borrowers must inform tenants in writing of these rights.

. Preservation of afforduble housing. During the period of the guarantee, the Lender must assure that the housing or related

facilities ure not used for any purpose other than an approved program purpose.

. Usg resiriction. The Lender will assure that, for the originat term of the guaranteed loan, the housing remains available for
oceupancy by low and moderate income houscholds. in accordance with 7 C.IER. §3565.352. This requirement will be included
in a deed restriction, The restriction will apply unless the housing is acquired by foreclosuse or an instrument in licu of foreclosure,
or the Government waives the applicability of this requirement for reasons auzhorized in 7 CER. part 3565. subpart H.

Servicing Objectives.

"The Lender must originate and service guaranteed loans in accordance with applicable regulatory and program requirements throughout
the life of the loan or guarantee, whichever is less. In exceptional circumstances the Government, in its sole discretion, may permit the
transfer of servicing from the originating Lender to a servicer. A lender-servicing plan must be designed and implemented (o achieve
the following objectives.

A, To preserve the value of the loan and the collateral,

B.  Toavoid aloss to the Lender or the Government and to limit exposuie 10 potential loss.
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.. To further program objectives.

C.  To protect the interest of the tenants.

Servicing

A.  The Lender will service the entire loan. The entire loan will be secured by the same security with equal lien priority for the
guaranteed and unguaranieed portions of the loan. The unguaranieed portion of a foan will not be paid first nor given any
preference oi priority over the guaranteed portion of the loan. The Lender must receive written Government concurrence before
transferring mortgage services to another servicing Lender.

B.  Itis the Lender’s responsibility to see that all construction is properly planned before any work proceeds; that any required
permits, licenses or authorizations are obtained from the appropriate regulatory agencies; that Borrowers have obtained contracts
through ptable prc procedures; and that periodic inspections during construction are made.

C.  Lender’s servicing responsibilities include, but are not limited to:

I, Obtaining compli with the o and provisions in the note, loan agreement, security instrurients, and any
supplemental agreements and notifying in writing the Government and Borrowers of any violations. None of the aforcsaid
instruments will be altered without the Government’s prior writlen concurrence, The Lender must service the loan in a
reasonable and prudent manner.

2. Funds manggement. The Lender must have a funds management system to receive and process Borrower payments,
including the following:

(@) Al principal and interest (P&1) funds and guarantee fees collected and deposited into the appropriate custodial
accounts;

(b)  Payments to custodial escrow accounts for taxes and insurance premiums (T&), assessments that might impair the
security (such as ground rent), and reserve accounts for repair and capital improvement of the property;

()  Assetmanasement. The Lender must ensure that the property securing the guaranteed loan remains in good physical
and financial condition, in accordance with project management requirements contained in 7 CER. part 3565,
subpart H;

(@)  Management of delinquencics and defaults. Each moath the Lender mustreport to the Government any delinquencies
and defaults in accordance with 7 C.ER. part 3565, subpart I; and

(e)  Reserve releases. The Lender is responsible for approving all Borrower requests for release of funds from the
reserve and escrow accounts. Security deposit accounts will not be considered a reserve or escrow account.

ssuring that o 2 inshrance is maintained. This includes hazard insurance obtained and maintained with a loss

payable clause in favor of the Lender as the mortgagee or secured party. ’

4. Assuring that taxes, assessment or ground rents against or affecting coliateral are paid; the loan and collateral are protected
in foreclosure, bankrupicy, receivership, insolvency, condemnation, or other litigation, insurance loss payments,
condemnation awards, or similar proceeds are applied on debts in accordance with lien prioritics on which the guarantee
was based; proceeds from the sale or other disposition of collateral are applied in accordance with the lien priorities on
which the guarantee is hascd, ¢xcept that proceeds from the disposition of collateral, such as machinery, equipment,
furniture or fixtures, may be used to acquire property of similar nature and at least equal value for which the Lender will
obtain a lien position equal or superior to the position previously held and obtain the written approval of the Government
when the cumulative value is in excess of 20 percent of the original loan; and that Borrowers comply with all laws and
ordinances applicable to the loan, the collateral and operation of the business.

5. Assuring that if personal or corporate guarantees are part of tie collateral, corrent financial statements from such loan
guarantors will be obtained and copics provided to the Government at such time and frequency as roquired by the loan
agreement or Conditional Commitment. In the case of guaraniees secured by collateral, Lenders must assure that security
is properly maintained.

6. Obtaining the lien coverage and lien priorities specified by the Lender and agreed to by the Government, properly recording
or filing lien or notice instruments to obtain or maintain such lien priorities during the existence of the guarantec by the
Government.

7. Assuring that Borrowers obtain marketable title to the colizieral.

8. Assuring that any party liable is not reicased from liability for all or any part of the loan, except in accordance with
Government regulations.

9. Obtaining from Borrowers periodic financial as required in the loan agreement with Borrowers. At a minimum,
annual financial statements must be forwarded by the Lender, with a credit analysis, to the Government.

10.  Providing Finance Office with quarterly loan status reports op Form RD 1980-41; "Guaranteed Loan Status Report,” or
its replacement form. Status reports to the Finance Office will be required on a monthly basis when a loan is in default.
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11.  Ensuring that Borrowers comply with the measures identified in the Government's environmental impact analysis for
* this facility for the purpose of avoiding or reducing the adverse environmental impacis of the facility’s construction or
operation. The Lender will monitar the use of loan funds 10 assure they will not be used for any purpose that will
contribute to excessive erosion of highly erodible land or to the conversion of wetlands to produce an agricutural commedity
(see 7C.ER. part 1940).
12, Protect the interest of the tenants. The actions of the servicing Lender must not unduly harm the property’s tenants
through unnecessary displacement.
VL Special servicing.

A.  The Lender will notify the Government when a Borrower is thirty (30) days past due on a payment or if a Borrower is otherwise
in default, Lender will notify the Government of the status of a Borrower’s default on Form RD L44 “Guaranteed L.oan
Borrower Default Status.” Actions taken by Lender with written concurrence of the Government will include, but are not
limited 1o, the following or any combination thereof:

1. Deferment of principal payments;

2 An additional iemporary loan by the Lender 10 bring the account current;

3 Reamortization of or rescheduling the payments on the toan;

4 Transfer and assumption of the loar: in accordance with the applicable subpart of 7 C.ER. part 3565;
5. Reorganization;

6 Liguidation; or

7 Subsequent foan guarantees.

B.  Responsibility of Lender. Itis the Lender's respansibility 1o ensure that mainienance of the property meets Government
requirements and the tenants” rights are protected, urtil such time that the property is liquidated by the Lender or the loan is
assigned to the Government. The Lender must update the Governiment mouthly uniil the default is cured or a claim is filed. The
Lender must maintain adequate records of any and all efforts to cure the default or to foreclose,

C.  Initiating special serviging. When special servicing is initiated, the Lender must submit for Goverament review a special
servicing plan thatincludes proposed actions t cure the deficiencies and a imeframe for completion. The Lender must obtain
Government approvat of the terms of any workout agreement with a Borrower.

D.  Due diligence by Lender. For all toan servicing actions where a market, net recovery ar tiquidation value determination s
required, Lenders shal! perform due diligence in conjunction with the appraisal and submit it to the Government for review. The

Phase I Environmental Site A published by the American Society of Testing and Materials (ASTM) is considered an
acceptable format for due diligence.
E.  Environmenial review. The Government is required to complete an environmental review under the National Environmental

Pelicy Act, in accordance with 7 C.AR. part 1940, subpart G, prior to disposition of inventory property and prior to any
authorization 1o the Lender o foreclose and dispose of property, and for any other servicing action requiring Government
approval or consent.

VII. Liquidation

If the Lendes concludes pursuant 1o Government regulations that liquidation of a guaranteed loan account is necessary because of one

or more defaults or third parly actions that a Borrower cannot or will not cure or eliminate within a reasonable period of time.

liguidation may be considercd. If the Lender concludes that liquidation is necessary, it must request the Government’s concurrence.

When the Government concurs with the Lender’s conclusion, or at any time concludes independently that liquidation is necessary, it

will notify the Lender and the Lender will liquidate the Joan unless Government , at its option, decides to carry out Jiquidation.

A.  Lender's proposed method of liquistation. Within 30 days afier the decision to liquidate. the Iender will advise the Governmes
in writing of its proposed detziled method of liquidation (“liquidation plan”) and wili provide the Government with:
1. Such proofas the Government requires to establish the Lender’s ownership of the guaranteed loan promissory notes and

related security instruments; .

s concerning the property’s assets including real and personal property, tixtures, claims, contracts. inventory,
accounts reeeivable, personal and corporate guarantees, und other existing and contingent assets, and advice as to whether
or not each item is serving as collateral for the guaranteed loan;

3. Aproposed method of making the maximum collection possible on she indebiedness; and

4. I the outstanding principal loan balance including acerued interest is less than $200.000, the Lender will obtain an
estimate of the market and potential lignidated value of the collateral. On loan balances in excess of $200,000, :he Lender
will obtain an independent appraisal report on all collateral securing the loan, which will reflect the current market value
and potential liquidation value. All real property appraisals with Government guaranteed loanmizking and servicing
transactions will meet the requirements set forth by the Financial Institutions Reform, Recovery and Enforcement Act of
1989 and appropriate guidelines set forth in Standards 1 and 2 of the Uniform Standards of Professional Appraisal

2. Information lis
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Practices. Chattels will be evaluated in accordance with normal banking practices and generally accepted methods of
determining value, The appraisal report is for the purpose of permitting the Lender and the Government to determine the
appropriate liguidation actions.

B.  The Government will inform the Lender in writing whether it concurs in the Lender’s liquidation plan. Should the Government
and the Lender not agree on the Lender's liguidation plan, negotiations will take place between the Government and the Lender
to resolve the disagreement. The Lender will ordinarily conduct the liquidation; however, should the Government determine
that it will conduct the liquidation. the parties will proceed as follows:

l

i, The Lender will iransfer 10 the Government all rights and inlerest necessary to allow the Government to liquidate the
loan, In this event, the Lender will not be paid for any loss until after the collateral is liguidated and the final loss is
determined by the Government,

2. The Government will atternat o obtain the maximum amount of proceeds from liguidation.
3. Options available to the Government include any one o combination of the usual commerciat methods of liquidation.

C. Acceleration. The Lender or the Government, if it liquidates, wilt proceed as expeditiously as possible when acceleration of the
indebtedness is necessary including giving any notices and taking any other legal actions required by the security instruments.
A copy of the acceleration notice or other acceleration document will be sent 1o the Government or the 1ender, as the case may

be.
D.  Liquidgtion: Accounting and Reports. When the Eender conducts the liquidation, it will account for funds during 1he period of

liquidation and will provide the Government with periodic reports on the progress of liquidation, disposition of collateral,

resulting costs and additional procedures necessary for successful completion of liquidation.

E.  Determination of 1oss and Payment. In all liquidation cases, final settlement will be made with the Lender after the collaterat
is liquidated. The Government will have the right to recover losses paid under the guarantee fram any party lable.

L. Maximum guaraniee payiment. The maximum guarantee payment will not exceed the product of 90%, or such lesser
guarantee percentage as set forth in the guarantee agreement, times the allowable loss amount.

2. Dateofloss. The datc of toss is the carliest of the date on which the property is foreclosed or acquired or the proposed date
of foreclosure or acquisition in the liguidation plan, unless an altermative date is approved by the Government. Where the
Government chooses 10 accept an assignnient of the loan or conveyance of title, the date of Joss will be the date on which
the Government accepts assignment of the loan or conveyance of title.

3. Allowable claim amount. The allowable loss amount must be calculated by adding to the unpaid principal and interest on
the date of Joss, an amount approved by the Government for payments made by the Lender for amounts due and owing on
the property.

4. LmBR449:30, “Loan Note Guarantee Report of 1.oss,” witl be used for calculations of alf estimated and finat loss

determinations. Estimated Joss payments nuay be approved by the Government after the Lender has submitted a liquidation
plan approved by the Government. Payments wili be made in accordance with applicable Government regelations.

5. When the Lender is conducting the liguidation, and owns any of the guarantecd portion of the loan, it miy request a
tentative loss estimate by submitting to the Government an estimate of loss., that wiil occur in connection with hqguidaton
of the loan. The Government will agree to pay an estimated loss settlement 10 the Lender provided the Lender applics
such amaount due 1o the outstanding principal balance owed on the guaraniced debt. Such estimate will be prepared and
submitted by the Lender onorm R 440230, *1.oan Note Guarantee Reportof 1Loss," using the basic formula as provided
on the report except that the appraisal value will be used in licu of the amount received from the sale of collateral. The
Lender will discontinue interest accrual on the defaulted loan and the loss claim wilt be promptly processed in accordance
with the applicable Governiment regutations.

Alfler the Report of Loss estimate has been approved by the Govemment, and within 30 days thereafier, the Government
will institute procedures to cause the isssance of payment of the estimated amount due the Lender,

Afer liguidation has been completed, a final loss report will be submited on Form RD. A4930, "1.0an Note Guarantee
Report of L.oss." by the Lender to the Government.

6. Before approval by the Gavernment of any finat loss report. the Lender must account for all funds during the period of
tiquidation, disposition of collateral, all costs incurred and any other information necessary for the successful completion
of liguidation. Upon receipt of the final accounting and report of loss, the Government may audit the account and will
determine the final loss. The Lender will make its records available to and otherwise assist the Government in making

any audit. The documentation accompanying the report of Joss must support the figures shown on Lo RD.442:30,
“"Loan Note Guarantee Report of Loss.”

7. When the Lender has conducted liquidation and after the final report of loss has been tentatively approved:

@ Ifthelossis greater than the estimated loss payment, the Government will pay the additional amount owed by the
Government Lo the Lender,
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G.

) U the loss is Jess than the estimated loss. the Tender will reimburse the Government for the overpayment plus
interest at the note rate from date of payment.

8 [fthe Government has conducted liquidation, it will provide an accounting and report of loss to the Lender and will pay
the Lender in accordance with the 1.oan Note Guaraniee.

9. Inthose instances where the Lender hus made authorized protective advances, it may claim recovery f01 the éuammu.d
portion of any loss af monics advanced as protective advances and interest resutting from such y v ances as
provided above, and such payment will be made by the Government when the final report of ]nss is approved.

Maximum amount of inierest logs payinent. Notwithstanding any other provisions of this agreement, the amount payable by

the Government to the Lender cannot exceed she Jimits set forth in the Loan Note Guaraniee. 1 the Government conducts the

tiquidation, any loss occasioned by accruing interest will be covered 1o the extent of the guarantee to the date the Government
accepts this responsibility. Loss occasioned by accruing interest will be covered o the extent of the guaraniee to the date of loss
as defined in paragraph VIIL. E.of this Agreement when the liquidation is conducted by the Lender.

Application of Government loss payment. The estimated loss payment shall be applied as of the date of such payment, The total

. amount of the 10ss payment remitted by the Government will be applied by the Lender on the guaranteed portion of the foan

debt. However, such application does not release Borrowers from liability. At tiee of final loss settlement the Lender will notify
the delinquent Bormowers that the loss payment has been so applied. In all cases a final Foum R12449:30, *1 oan Note Guarantee
Report of Loss,” prepared and submitted by the Lender must be processed by the Government.

Ingome from cotlateral. Any net rental or other incomw that has been received by the Lender from she collateral will be applied
on the guaranieed loan debt.

Liquidation costs. Certain reasonable iquidation costs will be aflowed during the liguidation process. A schedule of the liguidation
costs will be submitted as a part of the liquidation plan. Such costs will be deducted from gross proceeds from the disposition
of collateral unless the costs have been previously determined by the Lender (with the Government's writien concurrence) 10 be
protective advances. If chunged circumstances afier submission of the liguidation plan require a revision of liquidaton costs,
the Lender will obtain the Government's written concurrence prior 10 proceeding with the propesed changes.

Yorgclosure. The Lender is responsible for determining who the necessary parties are to any foreclosure action or who should
be named on a deed of conveyance taken in lieu of foreclosure. When the conveyance is received and the property is liquidated,
the net proceeds will be upplied 10 the guaranteed loan debt.

Bayment. Such foss will be paid by the Government within 60 days afier the review of the accounting of the collateral.
Protective Advanges. Protective advances must constitute an indebtedness of a Borrower 1o the Lender and be secured by the
security instruments. The Government’s written authorization is required for all protective advances in excess of $5,000. Protective
advances include, but are not limited 10, advances made for property taxes, annual sments, prouad rent, hazard or flood
insurance premiums affecting the collateral, and other expenses necessary 10 preserve or protect the security, Attorney fees are
not a protective advance.

Future Recovery. Upon payment. in whole or in part, 1o the holder, the note or judgment evidencing the debl shal be assigned
10 the Government and the holder shall have no further claim against the delinguent Barrowers or the Government. The
Government shall then take such action to coliect as the Government determines appropriate.

Refinancing. Any loan guarantecd under this section may be refinanced and extended in accordance with the terms and conditions
that the Government may prescribe, but in no evens for an additional amount or term that exceeds the limitations under 7 C.ER
part 3565.

Nonassumption. A Borrower under a oan that is guaranteed under 7 C.ER. part 3565 and under which any portion of the
principal obligation or interest remaing unpaid may not be relicved of liability with respect o the loan, notwithstanding the
wansfer of property for which the loan was made.

. Bankruptcy
Al

The Lender is responsible for protecting the guaranieed loan and al} collateral securing the loan in bankruptcy proceedings.
When the loan is involved in reorganization bankrupiey proceedings, payment of Joss claims may be made as provided in this
section. For a liquidation proceeding only paragraphs 3 and 5 of this section are applicable.

Loss Payments.

1 istinated Loss P enLs.

()  If a Borrower has filed for protection under title 11 of the United States Code and the debt has been reduced, the
Lender will request a tentative estimated loss payment ol accrued interest and principal discharged by 1he order of
the court. This request can only be made after the bankruptey plan is confirmed. Ouly one estimated loss payment
is allowed dusing the bankraptey process. All subsequent claims during reorganization will be considered revisions
to the initial estimated loss. A revised estimated loss payment may be processed by the Government, at its option,
in accordance with any court approved changes in the reorganization plan. At the time the performance under the
confirmed reorganization plan has been completed, the Lender s responsible for providing the Government with
the documentation neeessary io review and adjust the estimated loss claim to (a) reflect the actual principal and
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interest reduction on any part of the guaranied debt determined to be unsecured and (b) to reimburse the Lender
for any court ordered interest rate reduction during the term of the reorganization.

(b)  The Lender will use Fopm RI2440-30. “Toan Note Guarantee Repon of Loss.” to request an estimated loss payment
and to review estimated loss payments during the course of the reorganization plan. The esti d loss claim as
well as any revisions to this claim will be accompanied by applicable legal documentation to support the claim.

2. Inwerest).oss Payments.

(@)  Imerest loss payments sustained during the period of the reorganization plan will be processed in accordance with
section VIILB. 1.

() Interest loss payments ined after the reorganization plan is confirmed will be processed annually when the
Lender sustains a 1oss as a result of a permanent interest raw reduction,

©  LoumRi2449.30, .oan Note Guarantee Report of Loss.' will be completed 10 compensate the Lender for the
difference ininferest rates specified on the Lean Note Guarantee and the rate of interest ordered by and in accordance
with final order of a court of competent jurisdiction,

3. Linal Loss Payments. Payments will be processed when the loan is liguidated.

4. Payment Application. The Lender must apply estimated Joss payments fisst (o the unsecured principal of the guaranteed
portion of the debt and then to the unsecured mterest of the guaranteed portion of the debt. In the event the court attempts
to direct the payments to be applied in a different manner. the Lender will immediately notify the Government.

5. Qverpayments. Upon completion of the reorganization plan. the Lender will provide the Government with the
documentation necessary to determine whether the estimated loss paid equals the actual loss sustained. If the actual loss
sustained, as a result of the reorganization, is greater than the estimated oss paymenn, the Lender will submit a revised
estimated loss in order to obtain payment of the additional amount owed by the Government to the Lender. If the actual
loss payment is less than the estimated loss, the Lender will reimburse the Government for the overpayment plus interest
at the note rate from the date of the payment of the estimated loss.

6. Protective Advancgs. If approved protective advances were made prior to a Borrower having tiled bankrupicy as a result
of prior liquidation action, these protective advances and accrued interest will be entered on Form RD 449-30, "Loan
Noie Guaranice Report of Loss."

1X. Duration and Moedification

I Duration of Agreement. This A preement applies 1o all Guaranteed Rural Renta) Housing loans made by the Lender from
the date of this Agreement until terminated or superseded by another Agreement.

2. Modification of Agreement. This Agreement may only be modified in writing,

3. Other Requiremems. This Agreement is subject 10 all requi of the applicable subpact of 7 C.F.R. part 3565 in
effect on the date of this Agreement.

4. Al forms required by this Ag may be obtained from any Rural Development state or locat office.

X. Endorsement

Lender: Compiete this block of Section X,

LENDER
(Name)
By:
(Signature)
(Name Typed or Printed)
Title:
Date: Auest:

(07-16-99) SPECIAL PN
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This block of Section X will be completed by USDA.

UNITED STATES OF AMERICA
Department of Agriculture

By: Title:

(Signuture)

Date:

{Name Typed or Printed)




