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nor reissue a duplicate Assignment
Guarantee Agreement unless:

(i) The original was lost, stolen, de-
stroyed, mutilated, or defaced; and

(ii) The reissue is in accordance with
§4279.226.

(5) The Assignment Guarantee Agree-
ment clearly states the percentage and
corresponding amount of the guaran-
teed portion it represents and the
Lender’s servicing fee. A servicing fee
may be charged by the Lender to a
Holder and is calculated as a percent-
age per annum of the unpaid balance of
the guaranteed portion of the loan as-
signed by the Assignment Guarantee
Agreement. The Agency is not and will
not be a party to any contract between
the Lender and another party where
the Lender sells its servicing fee in an
Arm’s Length Transaction. The Agency
will not acknowledge, approve, or have
any liability to any of the parties of
such contract.

(b) Multi-note system. Under this op-
tion, the Lender may provide multiple
Promissory Notes for the unguaranteed
and the guaranteed portions of the
loan. All Promissory Notes must re-
flect the same payment terms. When
the Lender selects this option, the
Holder will receive one of the Bor-
rower’s executed notes and a Loan
Note Guarantee. The Agency will issue
a Loan Note Guarantee for each Prom-
issory Note, including the
unguaranteed Promissory Note(s), to
be attached to the Promissory Note(s).
An Assignment Guarantee Agreement
will not be used when the multi-note
option is utilized.

§4279.224 Minimum retention.

The Lender is required to hold a min-
imum of 7.5 percent of the total loan
amount. The amount required to be
held must be of the unguaranteed por-
tion of the loan and cannot be Partici-
pated to another Person. The Agency
may reduce the minimum retention
below 7.5 percent on a case by case
basis when the Lender establishes to
the Secretary’s satisfaction that reduc-
tion of the minimum retention per-
centage is to meet compliance with the
Lender’s regulatory authority. The
Lender must retain interest in the Col-
lateral, and retain the servicing re-
sponsibilities for the guaranteed loan.
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§4279.225 Repurchase from Holder.

(a) Repurchase by Lender. A Lender
has the option to repurchase the un-
paid guaranteed portion of the loan
from a Holder within 30 days of written
demand by the Holder when the Bor-
rower is in Default not less than 60
days on principal or Interest due on the
loan; or when the Lender has failed to
remit to the Holder its Pro Rata share
of any payment within 30 days of the
Lender’s receipt thereof from the Bor-
rower. The repurchase by the Lender
will be for an amount equal to the un-
paid guaranteed portion of principal
and accrued Interest less the Lender’s
servicing fee. The Holder must concur-
rently send a copy of the demand letter
to the Agency. The Lender must accept
an assignment without recourse from
the Holder upon repurchase. The Lend-
er is encouraged to repurchase the
loan, upon written demand from the
Holder, to facilitate the accounting of
funds, resolve any loan problem, and
resolve the Default, where and when
reasonable. The benefit to the Lender
is that it may re-sell the guaranteed
portion of the loan in order to continue
collection of its servicing fee if the De-
fault is cured. The Lender must notify,
in writing, the Holder and the Agency
of its decision.

(b) Agency repurchase. (1) The Lend-
er’s servicing fee will stop on the date
that Interest was last paid by the Bor-
rower when the Agency purchases the
guaranteed portion of the loan from a
Holder. The Lender cannot charge such
servicing fee to the Agency and must
apply all loan payments and Collateral
proceeds received to the guaranteed
and unguaranteed portions of the loan
on a Pro Rata basis.

(2) If the Agency repurchases 100 per-
cent of the guaranteed portion of the
loan, the Agency will not continue col-
lection of the Annual Renewal Fee
from the Lender.

(3) If the Lender does not repurchase
the unpaid guaranteed portion of the
loan as provided in paragraph (a) of
this section, the Agency will purchase
from the Holder the unpaid principal
balance of the guaranteed portion to-
gether with accrued Interest to date of
repurchase or the Interest Termination
Date, whichever is sooner, less the
Lender’s servicing fee, within 30 days
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after written demand to the Agency
from the Holder.

(4) When Lender has accelerated the
account, and subject to the expiration
of any forbearance or workout agree-
ment, the Lender, or the Agency at its
sole discretion, must issue a letter to
the Holder(s) establishing the Interest
Termination Date. Accrued Interest to
be paid to the Holder(s) will be cal-
culated from the date Interest was last
paid on the loan with a termination
date not to exceed the Interest Termi-
nation Date.

(56) When the Lender has accelerated
the account and the Lender holds all or
a portion of the guaranteed loan, an es-
timated loss claim (loan in the liquida-
tion process) must be filed by the Lend-
er with the Agency within 60 days. Ac-
crued Interest paid to the Lender will
be calculated from the date Interest
was last paid on the loan to the Inter-
est Termination Date.

(6) The Holder’s demand to the Agen-
cy must include a copy of the written
demand made upon the Lender. The
Holder must also include evidence of
its right to require payment from the
Agency. Such evidence must consist of
either the original of the Loan Note
Guarantee properly endorsed to the
Agency or the original of the Assign-
ment Guarantee Agreement properly
assigned to the Agency without re-
course including all rights, title, and
interest in the loan. When the single-
note system is utilized and the initial
Holder has sold its interest, the cur-
rent Holder must present the original
Assignment Guarantee Agreement and
an original of each Agency approved re-
assignment document in the chain of
ownership, with the latest reassign-
ment being assigned to the Agency
without recourse, including all rights,
title, and interest in the guarantee.
The Holder must include in its demand
the amount due including unpaid prin-
cipal, unpaid Interest to date of de-
mand, and Interest subsequently accru-
ing from date of demand to proposed
payment date. The Agency will be sub-
rogated to all rights of the Holder.

(7) Upon request by the Agency, the
Lender must furnish within 30 days of
such request a current statement cer-
tified by an appropriate authorized of-
ficer of the Lender of the unpaid prin-

§4279.226

cipal and Interest then owed by the
Borrower on the loan and the amount
then owed to any Holder, along with
the information necessary for the
Agency to determine the appropriate
amount due the Holder. Any discrep-
ancy between the amount claimed by
the Holder and the information sub-
mitted by the Lender must be resolved
between the Lender and the Holder be-
fore payment will be approved. Such
conflict will suspend the running of the
30 day payment requirement.

(8) Purchase by the Agency neither
changes, alters, nor modifies any of the
Lender’s obligations to the Agency
arising from the loan or guarantee nor
does it waive any of Agency’s rights
against the Lender. The Agency will
have the right to set-off against the
Lender all rights inuring to the Agency
as the Holder of the instrument against
the Agency’s obligation to the Lender
under the guarantee.

(c) Repurchase for servicing. If the
Lender, Borrower, and Holder are un-
able to agree to restructuring of loan
repayment, Interest rate, or loan terms
to resolve any loan problem or resolve
the Default and repurchase of the guar-
anteed portion of the loan is necessary
to adequately service the loan, the
Holder must sell the guaranteed por-
tion of the loan to the Lender for an
amount equal to the unpaid principal
and Interest on such portion less the
Lender’s servicing fee. The Lender
must not repurchase from the Holder
for arbitrage or other purposes to fur-
ther its own financial gain. Any repur-
chase must only be made after the
Lender obtains the Agency’s written
approval. If the Lender does not repur-
chase the guaranteed portion from the
Holder, the Agency may, at its option,
purchase such guaranteed portion for
servicing purposes.

§4279.226 Replacement of document.

(a) The Agency may issue a replace-
ment Loan Note Guarantee or Assign-
ment Guarantee Agreement which was
lost, stolen, destroyed, mutilated, or
defaced to the Lender or Holder upon
receipt of an acceptable certificate of
loss and an indemnity bond.

(b) When a Loan Note Guarantee or
Assignment Guarantee Agreement is
lost, stolen, destroyed, mutilated, or
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