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United States Department of the Interior

BUREAU OF INDIAN AFFAIRS
WASHINGTON, D.C. 20245

IN REPLY REFER TO:

47 BIAM Supp. 2, Release 4

MEMORANDUM DEC 0 1 1980
To: Holders of 47 BIAM Supplement 2
From; Commissioner of Indian Affairs

Subject: Revision of 47 BIAM Supplement 2, United States Direct
Loans and Loans by Tribes and Relending Organizations

This release revises 47 BIAM S-upplément 2 to (1) require prior Central
Office authorization for accepting loan applications; and (2) eatablish
loan limitations for partnerships and closely held corporations.

This release also revises (1) requirements for applications to include
a submission of a business plan which provides detailed information of
the operation of the enterprise, and (2) loan interest rates to add two
percent to all direect loans except those for relending programs and

tribal enterprises.
C%sioner of ém Affairs

¥iling Instruction: ' v

(2} Remove superseded material: @
47 BIAM Supplement 2, dated 10-15-75
0. through 1.8 B(2) {5 sheets) '
2.1 through 2.5A N (1 sheet) " m
3.1 through 3.3B(3) (1 sheet) (
3.3I(1) through 3.5 (1 sheet) w
Bulletin 1 (Dated 08-04-80) (1 sheet)

(b) Insert new material transmitted:

47 BIAM Supplement 2, dated 12-01-80 é
0. through 1.9¢ (5 sheets) %du
2.1 through 2.35A . (1 sheet) m

3.1 through 3.3B(3) (1 sheet)

3.31(1) through 3.5 (1 sheet) > o(}



(e)

Pen-and—ink change:

Change page number 1.8C(2) to 1,9C(2) and page number 1.8C(8)
to 1.9C(8)

Renumber sections 1,9 through 1.13 to 1,10 through 1.14

Section 3.14H, line 8, place a period after Assistance and
delete the remaining portion of the sentence

Section 4.3F(5), line 3, change "1.7B" to "1,9B"

Section 4.7, Iline 2, change "SF-1084" to '"SF-1034"

Section 4.12, line 3, change "1.8B" to "1.9B" and add "and 4.3F(5)"
Sectiom 5.3, last line, change "1.4 and 1.5" to "2.2"

Section 5.4A, paragraph 3, change "Jume 30" to "September 30" and
parenthetical raference "1.6" to "3.1D"

Section 6.2, last line, change "1,5F" to "2.3"
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47 BIAM SUPPLEMENT 2 - 1.1
CREDIT AND FINANCING '
United States Direct Loans and Loans by Tribes
and Relending Organizations

1. DIRECT LOANS TO TRIBES, INDIAN ORGANIZATIONS AND
INDIVIDUALS AND LOANS BY RELENDING ORGANIZATICNS TO MEMBERS

1.1 Purpose. The purpose of this section is to prescribe terms and
conditions of loans by the United States from the Revolving Fund and by
Indian organizations (regardless of whether Unilted States revolving or
tribal funds are used) to individuals and partnerships, including loans
for education and financing of economic enterprises and organizations.
All financing of enterprises must be in accordance with authority con~
tained in the constitution and bylaws or charter or other organization
papers of the organizatiom. '

1.2  Application. To assure proper fund control, applications for
Revolving Fund loans shall be authorized by the Commissioner. Appli-
cations authorized will be listed in the Revolving Loan Fund status
report issued by the Central Office.

1.3 Eligible Applicants. The following are eligible to borrow funds
from the Revolving Fund:

A. Indian Tribes. The governing bodies of those Indiam tribes
which have been federally recognized as being eligible for services from
the Bureau of Indian Affairs are eligible to borrow from the United States
Revolving Fund. Tribes with funds available, Treasury or other, shall
utilize such funds to the extent possible before receiving a loan from
the United States.

B. Indian Organizations. An Indian organization consisting of three
or more Indians having a form of organization which Is satisfactory to the
Commissioner is an eligible applicant. Indian organizations include any
entity which, for purposes of the Act, has been established or recognized
by the governing body of an Indian Tribe which is Federally recognized as
being eligible for services from the Bureau of Indian Affairs.

C. Individuals and Partnerships. Individual Indians who are members
of tribes which are not making loans to its members and are not members of
or eligible for membership in an organization which is making loans to its
members are eligible for direct loans. Partnerships, organized under
formalized agreements, providing that the enterprise is owned 51 percent
or more by eligible Indians or tribes, are eligible for direct loans.

1.4  Purpose of Loan. With the exception of loans made by a relending
organization under provisions of 3.12B of this Supplement, loans, whether
made directly by the United States or through a tribally recognized
relending organization, may be made only for legal purposes which will
have a direct ecomomic benefit to a tribe or to its members residing omn
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CREDIT AND FINANCING
United States Direct Loans and Loans by Tribes
and Relending Organizations

a reservation or which will promote the economic development of a reserva-
tion and its resources. Such leoans include:

A. Business or Commercial Enterprises. Loans may be made to busi-
ness or commercial enterprises only when the business plan provides that
the enterprise will be operated in accordance with sound business practices
and principles including an adequate accounting system and qualifed manage-
ment .

B. Agriculture. Loans may be made to acquire inventory, livestock,
equipment, and operating capital needed to develop and operate all types
of farming or other agricultural activities which will contribute
directly to the economy of the reservation. '

C. Relending or Investments. Loans may be made to enable Indian
organizations to make loans to its members or to make loans to or invest-
ments in non~-Indian organizations, provided that not more tham 50 percent
of any such locan may be used for this purpose.

D. Purchase of Land. Loans may be made fo purchase land or interest
in land located within or outside the boundaries of an Indian reservation
when the land will be used by the applicant in the direct operation of the
applicants business. The applicant must reside on the reservation.

E. Education. Loans may be made to individual Indians for educa-
tional purposes.

F. Homes. Loans may he made to purchase, comnstruct, remodel, main—
tain, or repair homes on an Indian reservation, including trailer homes, to
be occupied by the borrower. Housing lecans for each relending program and
direct loan program are subject to limitations and restrictions imposed by
the Commissioner through periocdic directives.

1.5 Number of Loans. Not more than one loan agreement may be in effect
with a particular individual (including spouse) at any time, unless an
exception in each specific case is autherized by the Area Director, in
writing, a copy of which shall be attached to or be made a part of the
loan agreement. The Area Director may not, however, authorize more than
two loan agreements to be in effect with a particular individual at any
time. Justification for more than one lean shall be the result of changed
economic counditions, natural disaster, or conditions beyond management's
control. Exceptions may be authorized by the Commissioner. All indebt-
edness of a cooperative or cerporation shall be contained in one loan
agreement, unless otherwise gpecifically ‘authorized by the Commigsioner.
In considering the number of loan agreements in effect with a particular
borrower, educational and short-term loans need not be considered.

Supp. 2, Release 4, 12-01-80



47 BIAM SUPPLEMENT 2 - 1.6
CREDIT AND FINANCING
United States Direct Loans and Loans by Tribes
.and Relending Organizations

1.6 Additional Loans to QOrganizations. Where an organization is indebted
to the United States for a loan and applies for an additional loan from the
Revolving Fund, the existing indebtedness under the old loan may be trans-—
ferred te¢ the new loan. .This procedure requires that the old loan also be
modified to authorize the transfer. Such transfers will provide for the
same repayment terms called for in the original loan.

A sample request for modification to transfer funds from one contract to
another is included in this Supplement as Illustration 3. The illustra—
tion is furnished as a guide only and will require adaptation to meet the -
requirements of particular organizations and specific situations.

1.7 1Loan Modifications. 1In lieu of submitting applications for new loans,
nodifications of loan agreements may be requested for any legitimate purpose,

‘@+g., ilncrease 1n the amount of the loan; change in repayment terms; exten-—

sion of maturity dates; change in an operating plan, etc. An application for
modification should originate with the borrower and should follow the same
procedure and have the same number of copies as in the case of the original
application.

If an organization is indebted under more than one loan agreement and needs
additional funds, it is ordinarily desirable to consolidate the indebtedness
and increase the amount of the loan by modification. However, loans to
encourage industry or loans to permit am organization to invest in a partie-
ular enterprise requiring long-term financing and requiring annwal operating
loans should not be consolidated. Illustration 4 of this Supplement is a
sample request for modification to combine an organization's indebtedness
under more than one loan agreement. Illustration 5 shows how to request an
increase in the amount of a loan and also combine an organization's indebt-
adness into one loan agreement. Either 1illustration will reduire adaptation
to meet the requirements of particular organizations and specific situations
and are provided as guides only.

Where a loan agreement has been in effect for several years, it usually has
been amended several times. Often, considerable research is necessary to
determine the effective provisions. Over the years noncontractual material
may have found its way into the agreement. 1In such instances, the existing
contract should be replaced with a modification document containing only
pertinent contractual material. The modification will contain a provision
that it replaces all previous provisions of the agreement. No form is pre-
scribed for requests for modifications. Requests necessarily must be ddapted
to the particular need inveolved. It is essential to show:

Supp. 2, Release 4, 12-01-80



47 BIAM SUPPLEMENT 2 = o 1.8
CREDIT AND FINANCING
United States Direct Loans and Loans by Tribes
and Relending QOrganizations

Number . CF agreements or contract number.

Payments. Itemized list of payments scheduled on original agreements,
payments made, both principal and interest; date to which interest
has been paid; and accrued but unpaid interest.

Changes. Changes desired in plans and repayment dates and any other
pertinent data.

1.8 Justification of Loan. No loan shall be made until it has been
established to the satisfaction of the approving official that: '

A. The loan will promote the economic development of the applicant.

B. There is a reasonable prospect of repayment of the loan In the
judgment of the approving official.

C. The applicant has satisfactorily established that financing from
other sources on reasonable terms and conditions including loans guaranteed
or insured by the Bureau of Indian Affairs are not obtainable.

If local lending conditions and/or the information in an application for a
loan indicate a probability that an applicant will be able to obtain a loan
from other sources, the Commissicner will require the applicant to furnish
letters from two customary lenders in the area showing they are unable or
unwilling to make a loan to the applicant, on reasonable terms and condi-
tions, for the amount and purposes for which the applicant has applied for
a United States direct loan before a direct loan may be approved for the
applicant.

D. Applicants have or can be provided competent management and
technical assistance needed to successfully operate the enterprise being
funded.

1.9 loan Provisions.

A. Maturity. Maturity dates of loans by the United States will
be determined by the purpose for which funds are to be used, the type of
security, and the repayment capability, except that 30 years shall be the
maximum maturlity term. BSee 4.3F(6) of this Supplement for maturity of
educational loans.

(1) Loang to QOrganizations for Economic Enterprises.

(a) Land, building, and permanent fixtures may be sched-
uled for maturity not exceeding 30 years.

Supp. 2, Release 4, 12-01-80



47 BIAM SUPPLEMENT 2 1.9A(1)(b)
' CREDIT AND FINANCING
United States Direct Lands and Loans by Tribes
and Relending Organizations

(b) Loan funds used for capital items not listed above,
including machinery, equipment, livestock, and motor vehicles, shall be
gcheduled for maturity not teo exceed the lesser of 10 years or the remain-~
ing useful life of the capital item at date of purchase.

{c) Operating expense loans should be repald at the end
of the operating year, but not to exceed two years.

(2) Relending. Preferably, loans should be scheduled to
mature over not more than 30 years. When justified, approving officials
may defer principal payments not to exceed the first three years of the
scheduled maturity.

(3) Loans to Individuals. {See Section 4.3.)

B. 1Interest. Pursuant to Section 104 of the Indian Financing Act
of 1974 (P.L. 93-262. 88 Stat. 77), the Secretary of the Treasury will
determine an interest rate for United States direct loans. The interest
rate will be determined monthly and shall be effective for all advances
made on loans during that particular month. This rate shall apply to all
direct loans for funding relending programs and tribal enterprises. For
all other direct loans, two percent shall be added to the monthly iiiterest
rate that i1s determined by the Secretary of the Treasury. The intetest
rate shall be stated in the promissory note(s) executed by the borrower(s)
evidencing the advance(s). Organizations that borrow funds for relending
shall charge borrowers at least the rate the organization pays the United
States. Organizatioms shall increase borrowers' interest rates by an
amount adequate to cover costs of operating the program, such as losses
and administrative expenses.

(1) Educational loans may provide for waiver of interest accruals
while the borrower 1s in school or in the armed gofces of the United States.
For special instructions for waiving interest accruals and reinstating
interest on educational loans, see 4.3F(5) of this Supplement. If a relend-
ing organization adopts these same procedures, and is indebted for a loan
from the United States, interest will not be charged by the United States
on the amount the organization has outstanding in educational loans during
the period the organization is not charging its borrowers interest.

(2) Amounts for payment of interest on old loans may be included

- in new loans. However, a borrower ordinarily should be required to pay,

from his/her own funds, interest accrued on all principal indebtedness to
be included in a new loan. Unless borrowers cam at least pay interest on
their old loans, refinancing may not be feasible.

{3) Loans to be used in obtaining exXpert assistance for prep-
aration and trial of Indian claims may be made at an interest rate of

Supp. 2, Release 4, 12-01-30



47 BIAM SUPPLEMENT 2 : o 1.9C
CREDIT AND FINANCING
United States Direct Loans and Loans by Tribes
and Relending Organizations

5-1/2 percent to Indian tribes, bands and other identifiable groups of
Indians from funds authorized and appropriated under the provisions of
Section 1 of the Act of November 4, 1963 (P.L. 88-168, 77 Stat. 301; 25
U.S.C. 70n-1), as amended by the Act of September 19, 1966 (P.L. 89-592,
80 Stat. 814), and Section 2 of the Act of May 24, 1973 (P.L. 93-37, 87
Stat. 73).

C. Security. United States direct loans shall be secured by such
security as the Commissioner may require. A lack of security will not pre-
clude the making of a loan if the proposed use of the funds is sound and
the information in the application and supporting papers correctly show that
expected income will be adequate to pay all expenses and the loan principal
and interest payments, indicating reasonable assurance .that the loan will
be repaid. Loans made by relending organizations conducting a relending
program using revolving loan funds will require borrowers to give security
for loans, if available, but the absence of security will not preclude the
making of a loan if the proposed use of the funds is sound and the informa-
tion in the application and supporting papers correctly show that expected
income will be adequate to pay all expenses and the loan principal and
interest payments, indicating reasonable assurance that the loan will be
repaid. The declaration of policy and plan of operation of relending
organizations conducting relending programs will include provisions cover-
ing the type and amount of security to be taken to secure loans made.

(1) Land purchased by an individual Indian with the proceeds of
a loan and land already held in trust or restricted status by the indi-
vidual Indian may be mortgaged as security for a loan in accordance with
25 CFR 121.34 and the Act of March 29, 1956 (70 Stat. 62; 25 U.S.C. 483a).
Mortgages of individually held trust or restricted land will include only
an acreage of the borrower's land which the Commissioner determines is
necessary to protect the loan in case of default. Land purchased by a
tribe with the proceeds of a loan from the Revolving Loan. Fund with title
taken in a trust or restricted status, and land already held in a trust or
restricted status by a tribe, may not be mortgaged as security for a loan.

Supp. 2, Release 4, 12-01-80
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CREDIT AND FINANCING
United States Direct Loans and Loans by Tribes
and Relending Organizations

2. MANAGEMENT AND TECHNICAL ASSISTANCE

2.1 General. Concurrent with the approval of a United States direct loan
to finance an economic enterprise, the Commissioner will assure that compe-
tent management and technical assigtance is available to the applicant con-—
sistent with the applicant's knowledge and experience and the nature and
complexity of the economic enterprise being financed. Assistance may be
provided by available Bureau of Indian Affairs staff, other government
agencies including states, tribes, or other sources which the Commissioner
considers competent te provide needed assistance. Fund limitations require
that contracting for management and technical assistance be used only when.
adequate assistance is not available without additiomal 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 shall be in 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 Policy and Scope. Concurrent with the making of a loan to fund the
development of an econoiiic enterprise, the Commissioner shall insure that
the loan applicant is provided competent management and technical assistance
¢consistent with the nature of the enterprise being funded and the needs of
the applicant. The purpose is to assist all applicants to the extent
mutually agreed to assure success in any business venture and to assure
orderly repayment of loan obligations.

2.3  Applicability. In each instance where an applicant is to receive a
United States direct loan pursuant to 25 CFR 91, a determination must be
made of the applicant's need for management and technical assistance.

2.4 Determination of Need. When funds are requested to finance an
economic enterprise, the application will include an evaluation by the
Agency Superintendent of the applicant's need for management and technical
agsistance as well as an indication as to who will provide such assistance. .
The Agency Superintendent will develop a program with the applicant to see
that the applicant is provided such needed assistance. Requests for Bureau
assistance will be made on Form 5-4745, Request for Management and/or
Technical Assistance (see Illustration No. 1).

2.5 Types and Sources 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 buslness assessment, an
accounting firm establishing a set of books or providing cost information to
the borrower, or 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 comes under the Bureau's vocatliomal training program.

Supp. 2, Release 4, 12-01-80
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CREDIT AND FINANCING
United States Direct Loans and Loans by Tribes
and Relending Organizations

The foregoing are examples and should not restrict the assistance which may
be needed on an individual basis.

A. Assistance may be provided by non-Bureau lenders depending on the
applicant’s capabilities, desires, and needs.

B. Assistance may be provided by available Bureau of Indian Affairs
staff, other government agencies including states, tribes, 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 the required 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, shall be in 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).

2.6 Restrictions.

A. Funds shall not be used to pay a fee charged for the "packaging"
of a loan application. Paid assistance under Title V of Public Law 93-262,
Indian Financing Act of 1974, can only be concurrent with or subsequent to
the approval of a loan. '

B. Funds shall not be used to pay salaries of officials or employees
of an enterprise as such payment is heyond the scope of assistance.

2.7 Assistance Provided by the Bureau of Indian Affairs. The Bureau of
Indian Affairs officer assisting an applicant for a United States direct
loan shall see that the applicant has been apprised of all possible sources
of assistance for the type of enterprise being funded. The credit staffs
at most agencies are capable of providing adequate assistance in estab-
lishing 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
asgsistance:

Supp. 2, Release 4, 12-01-80
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CREDIT AND FINANCE
United States Direct Loans and Loans by Tribes
and Relending Organizations

3. RECEIVING AND PROCESSING, U.S. DIRECT LOANS TO TRIBES
AND ORGANIZATIONS AND LOANS BY QRGANIZATIONS TO MEMBERS

3.1 Purpose. The following provisions apply to receiving, processing of
applications, and approval or disapproval of loans by the United States to
tribes and Indian organizations and to loans made by relending organizations
to members. '

3.2 Form of Application. Tribes and Indian organizations applyiug for
loans from the Revolving Fund shall submit their application om Form 5-4737,
Application of Indian Tribe, Credit Association, Cooperative Associatiomn
or Other Organization for Loan of Revolving Funds from the United States.

Requests for modification of existing loan agreements will vary depending
on the purpose of the request. They wust, however, be in writing and
contain adequate justification. TIllustrations 3 and 4 of this Supplement
are examples to be used as guidelines in the preparation of specific types
of requests. Requests to modify loans made to tribes, tribal enterprises,
and to relending organizations must also be supported by a resolution
adopted by the authorized governing body of such tribe, enterprise or
relending organization requesting such modification. Illustration 2 is a
sample resolution authorizing a request for modification of an enterprise
application.

3.3 Preparation of Application and Exhibits. The application form must

be fully completed including the proper preparation of exhibits establishing
the applicant's eligibility and the intended use of the fund. The justifi-
cation for making the loan and the amount thereof together with other justi-
fying factors must also be established. ALl loan applications must as a
minimum provide the following:

A. WName of Applicant. The correct name of the applicant must be given.
Applications of Indian organizations must set forth the name of the organiza-
tion as it is set forth in its charter or other organizational papers or
ag recognized by the Commissioner.

B. Exhibit A. Amount, Purpose and Term of Loan.

(1) Operation of Project. The application shall contain a busi-
ness plan covering all aspects of the enterprise being funded. Sections in
the plan must provide detailed information on production, marketing, finance,
profitability, management, and organization. '

(2) Development Cost. These costs include, but are not limited
to those for acquisition, construction, repair or enlargement of the proposed
facility; purchase of buildings, machinery, equipment, land, easements, rights-
of-ways; payments of appraisal, engineering, and legal fees; administrative
costs; and payment of start-up operating costs.
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CREDIT AND FINANCING '
United States Direct Loans and Loans by Tribes
and Relending Organizations

(3) Relending. Applications for loans to establish a relending
program will be supported by a Declaration of Policy and Plan of Operation
adopted by the organization and approved by the Commissioner. Where a tribe
is conducting a relending program, either with borrowed funds or tribal
funds, the current Declaration of Policy and Plan of QOperation may need to
be amended to comply with the Act. The Plan of Operation shall require
that all loans are for economic development purposes; that the applicant
can demonstrate, based upon credit evaluation, that the loan can be repaid;
and that the loan is unobtainable from the normal sources as evidenced by
letters of rejection, if deemed necessary.

The Plan of Operation shall include the following: (a) Method of admin-
istering the program and authority to approve loans-—-Council, Loan Com-
mittee or Credit Manager; (b) Eligibility requirement and types of loans

to be made as provided in 1.4 of this Supplement; (c) Terms and interest
rates (however, the interest rate shall not be less than the rate the orga-
nization pays on its loan(s) from the United States); (d) Loan servicing
and collection procedures including handling of defaults which shall be
covered in a special section of the plan; and (e) Any special conditions

in making loans. See Illustration 6, which should be used only as a

guide in developing a Plan of Operation.

(4) Investment in Other Organizations. Tribes may receive
loans from the Revolving Fund for investment in or lending to other
organizations regardless of whether they are organizations of Indians.
However, not more than 50 percent of the loan made to an Indian organi-
zation may be used for the purpose of making a loan to or investing in
other organizations. Applications for loans to provide funds for lending
to or investing in other organizations already in operation shall be
accompanied by (1) audited balance sheets and operating statements of the
other organization for the immediate three preceding years; (2) anmual
pro forma operating statements reflecting the results of operations for
a three~year period after imjection of the additional funds and showing
repayment ability if the funds are advanced as a locan or a conditional or
temporary investment; (3) names of owners, or if a corporation and stock
has been issued, names of major stockholders; (4) a copy of the articles
of incorporation and bylaws, if incorporated; (5) names of members of the
board of directors and officers with resume of education and experience,
and the number of shares of stock owned by each in the corporation; (6)
purpose for which loan or investment will be used; and (7) if for manufac-
turing, selling, or providing services, a market and capacity report will
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47 BIAM SUPPLEMENT 2 3.3I(1)
‘ CREDIT AND FINANCING ' '
United States Direct Loans and Loans by Tribes
and Relending Organizations

(1) Business Enterprise. Ordinarily such assets of the
enterprise available for security shall be pledged as security for the loan.
Care shall be taken to make sure the enterprise has the authority to pledge
the security, that the tribe hag transferred its interest in the assets
over to the enterprise, and said assets are not pledged as collateral to
some other lender. In cases where it is necessary to pledge the building
or land as security, the enterprise shall obtain a business or agricultural
lease on the land. The lease shall be of a term sufficient to amortize the
loan and contain authority to mortgage and assign the leasehold interests
to the lender as security for the loan. The applicant shall list the
collateral to be offered as security showing the type, age, and original
acquisition priece. Credit staff shall inspect the security offered and
assign a reasonable value. 1If in doubt as to the value of the security,
the Bureau may require the security to be appraised.

Securing documents shall be filed or recorded in accordance with applicable
state or Federal laws including compliance with the requirements of the
Uniform Commercial Code except those customarily filed in Bureau of Indian
Affairs offices. If the enterprise operation does not appear to have
enough security to properly protect the loan, the Bureau may require the
tribe to pledge additional security in the manner of a specific assignment.

(2) Relending. Loans for relending shall contain a provision
that all loans made by the tribe shall be assigned to the United States as
security. Here again, it may be advisable to obtain additional securlty
in the manner of a specific assignment of income.

J. Exhibit I. Exceptions.

K. Exhibit J. Compliance with Qther Federal Laws and Regulations.

L. Exhibit K. Other. Include here other exhibits which may be
necessary to accurately evaluate the application, e.g., a management con-
tract for a tribal owned enterprise requesting a loan from the Revelving
Fund. Illustration 10 of this Supplement is a sample to be considered in
developing a contract for management and operation of an enterprise.

3.4 Preparation and Execution. The original and three copies of all
applications shall be prepared, executed by the applicant, and submitted

to the Agency Superintendent. The Superintendent shall make certain that
the application of an Indian organization has been properly executed in
accordance with a written resolution (see Illustration 2 through 4), enacted
by the authorized governing body which authorizes. the applicant to obtain
the requested loan. Copies of the minutes of the meeting at which the
governing body enacted the resolution shall not be a part of the applica—-
tion but will be available for Bureau inspection.
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3.5 Approval or Disapproval of Loan Applications. Applications for loans
from the United States will be approved by the issuance of a Commitment
Order, Form 5-4707. On applications for loans from relending organizations,
loans may be approved or disapproved by clearly stating the action on the
appropriate part of the application. Regardless of who the lender is,

the approving officer must list any conditions of approval and cite the
authority to act on the application. All loans must be approved subject

to availability of funds. When a Superintendent and/or Area Director does
not have authority to act on the application, specific recommendation for
approval or disapproval action will be made on the application before
forwarding to the next higher authority. The following officials, subject
to limitations, have been authorized to approve or disapprove applications
for loans and modifications of loans. -However, such authorities may not be
exercised when acting on loans made by relending organizations if they are
in conflict with provisions of the Declaration of Policy and Plan of Oper—
ation of the particular lender. For specific authority refer to 10 BIAM.

Loans, or modifications to loans, made to individuals, partnerships, or
closely held corporations may not be approved where the borrower's total
indebtedness to the lender will exceed $100,000. For purposes of this
limitation, "closely held corporations” shall mean corporations with ten
or fewer stockholders and corporations with total paid-in capital of less
than $20,000. Limitations in this section apply to loans made by the
United States and to loans made by relending organizations using funds
borrowed from the United States.

A. Superintendent. The Agency Superintendent may approve or dis-
approve loans and modifications of loans in amounts authorized in atea
redelegation orders.

B. Area Director. The Area Director may approve or disapprove
Jodns and modifications of loans in.accordance with limitations author-
ized in redelegation orders from the Commissioner.

C. Commissioner. The Commissioner may approve or disapprove all
loans and modifications above those redelegated to Area Directors. The
Commissioner may also act on any application within the limitations of
authority redelegated to Area Directors.

3.6 Preparation of Commitment QOrder, Ferm 5-4707. Funds will not be com~-
mitted to cover long term future needs for financing relending organiza-
tions, tribal enterprises, or other tribal projects. Commitments to advance
funds from the Revolving Fund, at a future time, will be restricted
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47 BIAM SUPPLEMENT 2 1.1
CREDIT AND FINANCING
United States Direct Loans and Loans by Tribes
and Relending Organizations

1. DIRECT LOANS TO TRIBES, INDIAN ORGANIZATIONS AND
INDIVIDUALS AND LOANS BY RELENDING ORGANIZATTONS TO MEMBERS

1.1 Purpose. The purpose of this section is to prescribe terms and con-—
ditions of loams by the United States from the Revolving Fund and by Indian
organizations (regardless of whether U.S. revolving or tribal funds are
used) to individuals and partnerships, including loans for education, and
financing of economic enterprises and organizations. All financing of
enterprises must be in accordance with authority contained in the consti-
tution and bylaws, or charter, or other organization papers of the organi-
zation.

1.2 Eligible Applicants,. The following are eligible to borrew funds from
the Indian revolving loan fund:

A. Indian Tribes. The governing body of those Indian tribes which
have been Federally recognized as being eligible for services from the
Bureau of Indian Affairs is eligible to borrow from the United States
revolving loan fund. Tribes with funds available, Treasury or other, shall
utilize such funds to the extent possible before receiving a loan from the
United States,

B. Indian Organizations. An Indian organization consisting of three
or more Indians having a form of organization which is satisfactory to the
Commissioner is an eligible applicant. Indian organizations include any
entity which, for purposes of the Act, has been established or recognized
by the governing body of an Indian Tribe which is Federally recognized as
being. eligible for services from the Bureau of Indian Affairs,

C. Individuals and Partnerships. Individual Indians who are members
of tribes which are not making loans to its members and are not members
of or eligible for membership in an organization which is making loans to
its members are eligible for direct loans. Partnerships, organized under
formalized agreements, providing that the enterprise is owned 51 percent
or more by eligible Indians or tribes, are eligible for direct loans.,

1.3 Purpose of Loan. With the exception of loans made by a relending
organization under provisions of 3.12B of this Supplement, loans, whether
made directly by the United States or through a tribally recognized re-
lending organization, may be made only for legal purposes which will

have a direct economic benefit to a tribe or to its members residing on

a reservation or for economic development of a reservation and its re-
sources. Such loans include:
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A. Education. Loans may be made to individual Indians for
educational purposes.

B. Homes. Loans may be made to purchase, comstruct, remodel,
maintain, or repair homes on an Indian reservation, including trailer
homes, to be occupied by the borrower.

C. Agriculture. Loans may be made to acquire inventory, livestock,
equipment and operating capital needed to develop and operate all types
of farming or other agricultural activities, which will contribute directly
to the economy of the reservation.

D, Business or Commercial Enterprises. Loans may be made to business
or commercial enterprises omnly when the plan of operation provides that the
enterprise will be conducted on a cash basis or, where the nature of
the business requires the use of credit, receivable and payable accounts
will be controlled in accordance with sound business principles.

E. Relending or Investments. Loans may be made to enable Indian
organizations to make loans to its members or to make loans to or invest-
ments in non-Indian organizations, provided, that not more than 50% of
any such loan may be used for this purpose.

F. Purchase of Land. Loans may be made to purchase land or interest
in land located within or outside the boundaries of an Indian reservation,
when to be used directly by an applicant, residing on a reservation, in the
direct operation of his economic operation. Loans may not be made to acquire
land exclusively or substantially for holding, investment or speculative
purposes.

1.4 Number of Loans. Not more than one loan agreement may be in effect
with a particular individual (including spouse) at any time, unless an
exception in each specific case is authorized by the Area Director, in
writing, copy of which shall be attached to or be made a part of the
loan agreement. The Area Director may not, however, authorize more than
two loan agreements to be in effect with a particular individual at any
time. Justification for more than one loan shall be the result of
changed economic conditions, natural disaster, or conditions beyond
management's control. Exceptions may be authorized by the Commissioner.
All indebtedness of a cooperative or corporation shall be contained in
one loan agreement, unless otherwise specifically authorized by the
Commissioner. In considering the number of loan agreements in effect
with a particular borrower, educational loans and short-term loans need
not be considered.
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1,5 Additional Loans to Organizations. Where an organization is in-
debted 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 trans-
ferred to the new loan. This procedure requires that the old loan also

be modified to authorize the transfer. Such transfers will provide for
the same repayment rates called for in the original loan.

A sample request for modification to permit transfer of funds from one
contract to another is included in this Supplement as Illustratiom 3.
This will require adaption to meet the requirements of particular organi-
zations and specific situations, and is furnished as a guide only.

1.6 Loan Modifications, In lieu of submitting applicatioms for new
loans, modifications of loan agreement contracts may be requested for
any legitimate purpose, i.e,, increase in the amount of the loan;
change in repayment terms; extension of maturity datesg; change in an
operating plan, ete. An application for modification should originate
with the borrower, and the same procedure should be followed as in the
case of the original application, The same number of copies is re-
quired as of the original agreement.

If an organization is indebted under more than one loan agreement and
needs additional funds it is ordinarily desirable to consolidate the
indebtedness and increase the amount of the loan by modification. Loans
to encourage industry or loans to permit an organization to invest in
a particular enterprise requiring long term financing and requiring
annual operating loans should not be consolidated, however. TIllustra-
tion 4 of this Supplement is a sample request for modification te com-—
bine an organization's indebtedness under more than omne loan contract.
Illustration 5 shows how to request an increase in the amount of a
loan and also combine an organization's indebtedness into one loan
agreement contract, Either illustration will require adaption to meet
the requirements of particular organizations and specific situations
and are provided as -guides only.

Where a loan agreement contract has been in effect for several years, it
usually has been amended several times. Often considerable research

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 contract should be replaced with a modification
document containing only pertinent contractual material., The modification
will comtain a provision that it replaces all previous provisions of the
agreement.,
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No form is prescribed for requests for modifications, Requests necessarily
must be adapted to the particular need involved. It is essential to show:

Number. CF agreements or contract number,

SHmier

Payments. Itemized list of payments scheduled on original agree-
ments, payments made, both principal and interest; date to which

interest has been paid; and accrued but unpaid interest,.

Changes. Changes desired in plans and repayment dates and any
other pertinent data.

1.7 Justification of Loan, No loan shall be made until it has been es-
tablished to the satisfaction of the approving official that:

A. The loan will promote the economic development of the applicant.

B. There is a reasonable prospect of repayment of the loan in the
judgment of the approving official.

C. The applicant has satisfactorily established that financing from
other sources on reasonable terms and conditions including loans guaranteed
or insured by the Bureau of Indian Affairs are not obtainable.

If local lending conditions and/or the information in an appli-
cation for a loan indicates a probability that an applicant will be able
to obtain a loan from other sources, the Commissioner will require the
applicant to furnish letters from two customary lenders in the area show-
ing they are unable or unwilling to make a lcan to the applicant, on reason-
able terms and conditions, for the amount and purposes for which the appli-
cant has applied for a United States direct loan before a direct loan may
be approved for the applicant.

D. Applicants have or can be provided competent management and tech-
nical assistance needed to successfully operate the enterprise being funded.

1.8 Loan Provisions.

A. Maturity. Maturity dates of loans by the United States will be
determined by the purpose for which funds are to be used, security, and
repayment capability, except that 30 years shall be the maximum. See

4,3F(6) of this Supplement for maturity of educational loans.

(1) Loans to Organizations for Economic Enterprises.
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(a) Land, buildings, and permanent fixtures may be scheduled
for maturity not exceeding 30 years,

(b} Loan funds used for capital items not listed above,
including machinery, equipment, livestock, and motor vehicles, -shall be
gcheduled for maturity, not to exceed the lesser of, 10 years or the re-
maining useful life of the capital item at date of purchase,

(c) Operating expense loans should be repaid at the end
of the operating year, but not to exceed two years.

(2) Relending. Preferably loans should be scheduled to mature
over not more than 30 vears. When justified, approving officials may
defer principal payments not to exceed the first three years of the
scheduled maturity,

(3) Loans to Individuals, (See section 4,3,)

B, Interest, Interest charged on advances made prior to April 12,
1974, shall be at the rate shown on the promissory note and shall remain
in effect until the loan is paid in full, refinanced, or modified to
extend the repayment terms, The current interest rate shall be used
when loans are refinanced or modified to extend the repayment terms,
Unless specifically authorized by a loan contract approved prior to
April 12, 1974, all advances on loans made thereafter, by the United
States, shall be at a rate determined by the Secretary of the Treasury
in accordance with Section 104, Title I of the Indian Financing Act of
1974 ( P.L, 93-262, 88 Stat, 77). The interest rate shall be determined
monthly and shall be effective on advances made on loans during the
current calendar month, The interest rate shall be stated in the
promissory note(s) executed by the borrower(s) evidencing the advance(s),
Organizations that borrow funds for relending should not charge its
borrowers less than the rate the organization pays the United States,
The rate thus established should be increased by a percentage adequate
to cover losses on loans and administrative expenses of the program,

(1) Educational loans may provide for waiver of interest
accruals while the borrower is in school or in the armed forces of the
United States, For special instructions for waiving interest accruals
and reinstating interest on educational loans see 4,3F(5) of this
Supplement, If a relending organization adopts these same procedures,
and is indebted for a loan from the United States, interest will not be
charged by the United States on the amount the organization has outstand-.
ing in educational loans during the period the organization is not
charging its borrowers interest,
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(2) Amounts for payment of interest on old loans may be in-
cluded in new loans. However, a borrower ordinarily should be required,
to pay, from his own funds, interest accrued on all principal indebtedness
to be included in a new loan. Unless borrowers can at least pay interest
on their old loans, refinancing may not be feasible.

(3) Loans to be used in obtaining expert assistance for prepara-
tion and trial of Indian claims may be made at an interest rate of 5-1/2
percent to Indian tribes, bands and other identifiable groups of Indians
from funds authorized and appropriated under the provisions of Section 1
of the Act of November 4, 1963 (P.L. 88-168, 77 Stat. 301; 25 U,S.C, 70m-1),
as amended by the Act of September 19, 1966 (P.L. 89~592, 80 Stat. 814),
and Section 2 of the Act of May 24, 1973 (P.L. 93-37, 87 Stat. 73).

C. Security, United States direct loans shall be secured by such
gsecurity as the Commissioner may require. A lack of security will not
preclude the making of a2 loan if the proposed use of the funds is sound

"and the information in the application and supporting papers correctly
gshow that expected income will be adequate to pay all expenses and the
loan principal and interest payments, indicating reasonable assurance
that the loan will be repaid. Loans made by relending organizations
conducting a relending program using revolving loan funds will require
borrowers to give security for loans, if available, but the absence of
security will not preclude the making of a loaen if the proposed use of
the funds is sound and the information in the application and supporting
papers correctly show that expected income will be adequate to pay all
expenses and the loan principal and interest payments, indicating
reasonable assurance that the loan will be repaid. The declaration of
policy and plan of operation of relending organizations conducting
relending programs will include provisions covering the type and amount
of security to be taken to secure loans made,

(1) Land purchased by an individual Indian with the proceeds
of a loan and land already held in trust or restricted status by the
individual Indian may be mortgaged as security for a loan in accordance
with 25 CFR 121.34 and the Act of March 29, 1956 (70 Stat. 62; 25 U,S.C.
483a), Mortgages of individually held trust or restricted land will
include only an acreage of the borrower's land which the Commissioner
determines is necessary to protect the loan in case of default. Land
purchased by a tribe with the proceeds of a loan from the revolving loan
fund with title taken in a trust or restricted status, and land already
held in a trust or restricted status by a tribe may not be mortgaged as
security for a loan,
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(2) Mortgages of leasehold interests in land held in trust or
restricted status by an individual Indian, may be taken for the purpose
of borrowing capital for the development and improvement of the leased
premises when permitted in the lease or lease modification agreement,
Such mortgages must be approved by the lessor and Commissioner,

(70 stat. 62 (25 U,S8.C., 483a)).

{3} Individuals may give assignments of income from trust
property as security for loans, Tribes may give assignments of trust
income as security for loans provided that the assignment shall be
specific as to the source(s) -0f income being assipgned. All assignments
of trust income require approval by the Commissioner before becoming
effective,

(4) Chattels may be given as security for a loan., A mortgage
on chattels, the title to which is known to be in trust, reguires
Commissioner approval. Non-trust chattels may be mortgaged without
approval of any Federal official.

(5) Crops grown on lands held in trust or restricted status for
the benefit of an individual Indian may be given as security for a loan
when approved by the Commissioner. Crops grown on leased, trust or
restricted land may be given as security tor a loan when permitted by
the provisions of a lease or when the owner gives written consent.
Approval of the lien document by the Commissioner is required. Crops
grown on trust or restricted land held by a tribe which has been
assigned to an individual for use may be given as security for a loan,
provided the terms of the assignment permit the assignée to give the
crops as security for a loan or the tribe's governing body specifically
gives consent., The lien document requires Commissioner approval.

Crops grown on non-trust or non-restricted land may be mortgaged with-
out the approval of any Federal official.

(6) Title to any personal property purchased with a loan shall
be taken in the name of the purchaser and mortgaged to secure the loan
unless -the loan is otherwise adequately secured. Tribes must adhere
to the provisions of their constitutions and bylaws, corporate charters,
or other organizational documents when mortgaging tribal property and
assigning trust income as security for loanms. '

(7) Relending organizations receiving a loan from the United
States for relending shall be required to assign to the United States
as security for the loan all securities acquired in connection with
loans made to its members, sub-organizations, or associations from such
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funds, unless the Commissioner determines that repayment of the loan to
the United States is otherwise reasonably assured. Funds advanced to
finance a tribal economic enterprise shall be secured by an assignment
of net income and net assets of the economic enterprise, unless the
Commissioner determines that it is not feasible to require an assign-
ment or that repayment of the loan to the United States is otherwise
reasonably assured. The approving official may require additional
security from the tribe in the form of a specific assignment of income.

(8) Securing documents or financing statements shall be filed
or recorded in accordance with applicable state or Federal laws except
for those customarily filed in Bureau of Indian Affairs offices.
Mortgages on documented vessels will be filed at the customs house
designated as the home port of the vessel as shown on the marine documents.

1.9 Manner of Acquiring Title with Revolving Loan Funds. The title to
any land purchased by a tribe or by an individual Indian with revolving
loan funds may be taken in trust or restricted status unless the land

is located outside the boundaries of a reservation or a tribal consolida-
tion area approved by the Secretary. Title to any land purchased by

a tribe or an individual Indian which is outside the boundaries of a
reservation or approved consclidation area may be taken in trust if the
purchaser was the owner of trust or restricted interests in the land
before the purchase. Otherwise, title shall be taken in the name of the
purchaser without any restrictions on alienation, control or use. Title
to all personal property purchased with revolving loan funds shall be
taken in the name of the borrowers.

1.10 Cancellation, Adjustment, Compromise or Reduction of Loan. In
accordance with the procedures prescribed by the Act of July 1, 1932 (47
Stat. 564, 25 U.5.C. § 386(a)), the Secretary may cancel, adjust, com-
promise, or reduce the amount of any loan heretofore or hereafter made
from the revolving loan fund established by the Indian Financing Act of
1874, or any of its predecessor constituent funds, if the Secretary
determines that:

A, .The loan is uncollectible in whole or in part; or,

B. The loan is collectible only at an unreasonable cost; or,

C. 8uch action would be in the best interest of the United States.
The Secretary may also adjust, compromise, subordinate or modify the terms

of any mortgage, lease, assignment, contract, agreement, or other document
taken to secure such loans.

Supp. 2, Release 3, 10/15/75



47 BIAM SUPPLEMENT 2 i.11
CREDIT AND FINANCING
United States Direct Loans and Loans by Tribes
and Relending Organizations

1.11 Compliance with Other Federal Laws and Regulations. Approving
officials will be responsible for compliance with other Federal laws and
regulations affecting loans and modifications made pursuant to this Supple-
ment. Compliance with the following listed laws and regulations is
required, where applicable:

A. Truth-in-Lending - Consumer Cost Disclosute - Federal Reserve
Regulation Z (12 CFR 226). Regulation Z (12 CFR 226) issued by the
Board of Governors of the Federal Reserve System will affect loans to
individual Indians and Indian-owned economic enterprises. Credit trans-
actions to which the regulation applies must be conducted in accordance
with the regulations. Penalties are provided for nom-compliance.

B. Fair Credit Reporting Act. Title VI of the Consumer Credit
Protection Act (P.L. 91-508, 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. The Act provides
that:

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

(2) 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.

C. Environmental and Flood Disaster Acts. The funds on an approved
United States direct loan and requests for modification thereof and
loans made by an organization through a relending program, will not be
advanced until there is assurance of compliance with the applicable
provisions of the Flood Disaster Protection Act of 1973 (P.L. 92-234,
87 Stat. 975), and the National Environmental Policy Act of 1969
(P.L. 91-190), 42 U.S.C. 4321 and Executive Order 11514. The body
authorized to act on loans for an organization conducting a relending
program using revolving loan funds will when considering loan applica-
tions and modifications of loans make necessary inquiries and/or
investigations to determine the applicability of any of the provisions
of these Acts to applications and modifications of loans under considera-
tion for action and take or require appropriate action to assure the re-
quired compliance. In the event of insufficient assurance of compliance
on United States direct loans or loans made by an organization conducting
a relending program, including modifications, the Commissioner may refuse
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to authorize the advance of the loan funds until assurance of compliance
has been determined. Applicants for loans from the revolving fund, whether
United States direct or from a relending program, will be informed of

the requirements of these Acts when making applications for a loan or
requesting modification of a loan which might require compliance,

D, Preservation of Historical and Archaeclogical Data., On United
States direct loans from the revolving loan fund and modifications there-
of which provide funds for financing which will involve excavations,
road or street comstruction, land development or the disturbance of land
on known or reported historical or archaeological sites, the Commissioner
will take or require appropriate action to assure compliance with the
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).
On loans made by an organization conducting a relending program the body
authorized to act on loan applications and modifications of loans will
at time of taking action or acceptance of an application or request for
modification, inform the applicant of the applicability of any provisions
of this Act to the loan and advise the Commissioner of compliance
required, if any, and who will make the necessary arrangements to assure
compliance.

1.12 Assignment. Borrowers from organizations may not assign their loan
agreements, or any interest therein, to third parties without the consent
of the governing bodies of the organizations and the Area Director.
Borrowers from the United States likewise may not make such assignments
without the consent of the Area Director.

1.13 Charters and Amendments Thereto. Credit and other cooperative
associations 1in Oklahoma, except those operating in Osage County, may
receive charters of incorporation from the Commissioner as prescribed in
the Act of June 26, 1936 (25 U,8.C., 504). Cooperative associations in
other states will be organized in acordance with the laws of the state
in which they are to operate in order to receive loans direct from the
United States, The Commissioner‘s approval of articles of association
and bylaws, and any amendments thereto, is required where cooperative
associations are indebted to or are applying for loans from the United
States, corporations, tribes or bands.
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2. MANAGEMENT AND TECHNICAL ASSISTANCE

2.1 General. Concurrent with the approval of a U. 5. direct loan to
finance an economic enterprise, the Commissioner will assure that competent
management and technical assistance is available to the applicant consis-
tent with the applicant's knowledge and experience and the nature and
complexity of the economic enterprise being financed. 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. Fund limitations require
that contracting for management and technical assistance be used only

when adequate assistance is not available without additional cost. Con-—
tracts 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 Policy and Scope. Concurrent with the making 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 technical
assistance consistent with the nature of the enterprise being funded and
the needs of the applicant. The purpose is to assist all applicants to
the extent mutually agreed to assure success in any business venture and
to assure orderly repayment of locan obligations.

2.3 Applicability. 1In each instance where an applicant is to receive
a U. S. direct loan pursuant to 25 CFR 91, a determination must be made
of the applicant's need for management and technical assistance.

2.4 Determination of Need. When funds are requested to finance an
economic enterprise the application will include an evaluation of the
applicant's need for management and technical assistance, and will show
who will provide such assistance. The Agency Superintendent will develop

a program with the applicant to see that the applicant is provided such
needed assistance. Requests for Bureau assistance will be made on Form
5-4745, Request For Management and/or Technical Assistance (See Illustration
No. 1).

2.5 Types and Source of Assistance., Assistance shall be of a profession-

al nature, such as, expert individual specialists giving advice or guidance
to the horrower, a management consultant firm providing a business assess-

ment, an accounting firm establishing a set of bocks or providing cost
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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
vocational training program. The foregoing are examples and should not
restrict the assistance which may be needed on an individual basis.,

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 Junme 25, 1910, Chapter 431,
section 25, (36 Stat. 861),.

2.6 Restrictions.

A. Funds shall not be used to pay a fee charged for the "packaging"
of a loan application. Paid assistance under Title V of Public Law 93—
262, Indian Financing Act of 1974, can only be concurrent with or sub~
sequent to the approval of a loan.

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,

2.7 Assistance Provided by the Bureau of Indian Affairs. The Bureau of
Indian Affairs officer assisting an applicant for a U.S, Direct Loan
gshall 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 adequdte 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
providing applicants with available, and needed, management and

technical assistance:
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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 will provide:

(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) TFlood plain studies for enterprise loans.

(d) Soil Testing data to determine suitability for
construction of buildings and determining the type of sewage disposal
needed.

(2) Real Property Management. Applications for the purchase of
trust or restricted land will circulate through Real Property Management
employees before the Credit Officer makes any recommendations thereon.

This procedure is devised to make certain that the loans are in conformance
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 will clear 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,
logging 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 provided
in the arrangement for classes to teach management sciences.

D. Plant Management. Assistance should be obtained on purchase,
remodeling, and construction of buildings.
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2.8 Assistance Provided by Other Federal Agencies.

A. BSmall 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 apency assistance and
services, including workshops for prospective small business oWners;
management counseling including assistance from SCORE (Service Corps of
Retired Executives) and ACE (Active Corps of Executives) and graduate
and undergraduate students of business management schools; management
courses, conferences and clinics; and publications to assist in manage-
ment of small businesses. The following are other Small Business Admin-
istration 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
businessmen who are economically or socially disadvantaged or who are
located in areas of high concentration of unemployment. Grants may be
made under this program.

(3) Minority Vendors Program. This program identifies minority
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) 0Office 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 (¢) business management educa-
tion and training.
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(2) Fishery Coopérative 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 pend-
ing legislation and regulations, marketing data and assistance concerning
Government procurement.

C. Department of Agriculture, The Cooperative Extension Service
of the Department of Agriculture makes grants to State land-grant insti-
tutions which, through State and County extension service personnel,
provide educational programs based upon local needs which include agri-
cultural 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 obtaln contracting opportunities, and to purchase surplus property.

2.9 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 specifi-
cally 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
regulations would govern. '

A. Personal or Professional Services. Purchases and contracts for
personal or professional services may.be negotlated 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.

* -k - * *
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2.10 Catalog of Federal Domestic Assistance. The "Gatalog 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)

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

11.411 - National Oceanic and Atmospheric Administration, Department
of Commerce (Fishery Gooperative Services)

11.800 - OMBE ~ Office of Minority Business Enterprise

39.001 - General Services Administration (business services)

59.005 - SBA - Management Assistance to Small Business
59.006 — SBA —~ Minority Business Development - Procurement Assistance

59.007 - SBA - Management and Technical Assistance for Disadvantaged
Businessmen

59.019 - SBA - Minority Vendors Program

72.006 — Action (Score and ACE) - Effective July 15, 1975, both Score
and ACE were transferred back to the SBA from ACTION by
Executive Order 11871, as published in the Federal Register
on July 24, 1975, However, the catalog still shows these
programs under 72,006,
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3. RECEIVING AND PROCESSING, U. S. DIRECT LOANS TO TRIBES
AND ORGANIZATIONS AND LOANS BY ORGANIZATIONS TO MEMBERS

3.1 Purpose. The following provisions apply to receiving, processing

of applications, and approval or disapproval or loans by the United States
to tribes and Indian organizations and to loans made by relending oxganiza-
tions to members,

3.2 TForm of Application. Tribes and Indian organizations applying for
loans from the Indian revolving loan fund shall submit their application
on Form 5-4737, Application of Indian Tribe, Credit Associatien, or Other
Organization for Loan of Revolving Funds from the United States.

Requests for modification of existing loan agreements will vary depending
on the purpose of the request, They must, however, be in writing and
contain adequate justification. Illustrations 3 through 4 of this Sup-
plement are examples to be used as guidelines in the preparation of
specific types of requests. Requests to modify loans made to tribes,
tribal enterprises, and to relending organizations must also be supported
by a resolution adopted by the authorized governing body of such tribe,
enterprise or relending organization requesting such modification.
Illustration 2 is a sample resolution authorizing a request for modifica-
tion of an enterprise application. ’

3.3 Preparation of Application and Exhibit. The application form must

be fully completed including the proper preparation of exhibits establish-
ing the applicant's eligibility and the intended use of the fund. The
justification for making the loan and the amount thereof together with
other justifying factors must also be established. All loan applications
must as a minimum provide the following:

A. Name of Applicant. The correct name of the applicant must be
given. Applications of Indian organizations must set forth the name of
the organization as it is set forth in its charter or other organizational
papers or as recognized by the Commissioner. '

B, Exhibit A. Amount, Purpose and Term of Loan.

(1) Operation of Project. The project will be supported by a
narrative describing the project, the nature of the business of service
(industrial or commercial), economic data showing feasibility of the
project method of operating and management and development cost.

(2) Development Cost. These costs include, but are not
limited to those for acquisition, construction, repair or emlargement
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of the proposed facility; purchase of buildings, machinery, equipment,
land, easements, rights-of-ways; payments of appraisal, engineering, and
legal fees; administrative costs; and payment of start-up operating
costs.

(3) Relending. Applications for loans to establish a relend-
ing program will be supported by a Declaration of Policy and Plan of
Operation adopted by the organization and approved by the Commissioner.
Where a tribe is conducting a relending program, either with borrowed
funds or tribal funds, the current Declaration of Policy and Plan of
Operation may need to be amended to comply with the Act. The Plan of
Operation shall require that all loans are for economic development
purposes; that the applicant can demonstrate, based upon credit evalua-
tion, that he can repay the loan; and that he is unable to obtain the
loan from the normal sources as evidenced by letters of rejection, if
deemed necessary.

The Plan of Operation shall include the following: (a) Method of admin-
istering program and authority to approve loans--Council, Loan Committee
or Credit Manager; (b) Eligibility requirement and types of loans to

be made. This must comply with list of eligible loans as provided im
1.3 of this Supplement; (c) Terms and interest rates; however, the
interest rate shall not be less than the rate the organization pays on
its loan(s) from the United States; (d) Loan servicing and collection
procedures including handling of defaults which shall be covered in a
special section of the plan; (e) Any special conditions in making loans.
See Illustration 6, which should be used only as a guide in developing

a Plan of Operation.

(4) 1Investment in other Organizations. Tribes may receive loans
from the revolving loan fund for investment in or lending to other organiza-
tions regardless of whether they are organizations of Indians. However,
not more than 50 percent of the loan made to an Indian organization may
be used for the purpose of making a loan to or investing in other organi-
zations. Applications for loans to provide funds for lending to or in-
vesting in other organizations already in operation will be accompanied
by (1) audited balance sheets and operating statements of the other
organization for the immediate three preceding years; (2) annual pro
forma operating statements reflecting the results of operations for a
three-year period after injection of the additional funds and showing
repayment ability if the funds are advanced as a loan or a conditional
or temporary investment; (3) names of owners or if a corporation and stock
has been issued, names of major stockholders; (4) a copy of the articles
of incorporation and bylaws, if incorporated; (5) names of members of the
the board of directors and officers with resume of education and experience,
and the number of shares of stock owned by each in the corporation; (6)
purpose for which loan or investment will be used; and (7) if for manufac-—
turing, selling or providing services, a market and capacity report will
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be prepared. If a proposed operation is to be established, the information
in (2) through (7) will be furnished. The Commissioner may require
additional informatiom on the other organization, if needed, to adequately
evaluate the benefits which the Indian organization will receive and the.
economic benefits which will accrue to a reservation., If the loan is for
relending to other organizations, the application must show what security
is being offered. If the loan is for investment in other organizations,
the equity to be obtained must be shown. Copies of all agreements,
contracts or other documents to be executed by the Indian organization

and the other organization in connection with a loan or investment are

to be submitted with the application for a loan and will require Commissioner
approval prior to disbursement of loan funds to the Indian organization
unless an exception is approved by the Commissioner.

(5) Terms, The organization officials will include in this
exhibit a suggested repayment schedule for the loan requested.

C. Exhibit B. Organizational Papers. A statement containing the
following information shall be included: (1) Nature and form of appli-
cant's organization; (2) type of document under which applicant was
organized; (3) date upon which Commissioner formally approved the appli-
cant's organization; and (4) any amendments or modifications of the
organization, including those which may be pending. A copy of such
organizational papers need not be included as a part of the application
unless the organizational documents have not been approved previously
by the Commissioner.

D. Exhibit C, Officers. In this exhibit set forth the names;
titles and addresses of the applicant's officers; the date and mamner
of their election; and the term of office for each officer.

E. Exhibit D. Authorization. Authority to borrow and limitations
of amount and purposes for which a governing body may obligate the Tribe
are usually contained in the constitution and bylaws or in the charter
in the case of incorporated tribes. If authority given to the governing
body is insufficient or non—existent a general council meeting of eligible
voters should be held and the authority obtained or the appropriate decu-
ment should be modified before an application may be submitted.

Include in exhibit D a written resolution enacted by the applicant's
governing body authorizing the applicant to obtain the requested loan.
The resolution must be carefully worded to clearly evidence the Indian
organization's authority to borrow the requested funds for the stated
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purpose. The resolution shall authorize designated officers to execute

the application and all other documents necessary to evidence the loan

and the applicant's obligation to repay such loan. The resolution shall
authorize such officer to pledge specified property belonging to the
applicant and to execute the necessary documents on behalf of the applicant
to provide the lender with a valid lien or security interest in such
property. Illustrations 7 and 8 provide guidelines for writing a resolu-
tion to authorize filing an application for loan. Illustration 8 provides
guidelines for developing a resolution to accompany a request to modify

an existing loan.

F. Exhibit E., Financial Statements. A current budget, balance
sheet and profit and loss statement will be included and shall consist
of the applicant's balance sheet at the close of the organization's last
fiscal year or at such later date as a balance sheet may be available.
If there are any special factors which may alter the present or future
valuation of any asset shown on the application, these factors shall be
carefully noted on the attached statement, An audit statement may be
used if available. 1If prior to the date of the application, the applicant
has been operating an economic enterprise for which loan funds are being
requested, operating budgets, profit and loss statement and balance sheets
covering the last two fiscal years of operation shall be submitted with
the application. Pro forma budgets, balance sheets and operating statements
including cash flow statements shall be included showing the projected
results of two years operation after lcan funds would be advanced.

G. Exhibit F, Loagn Justification. A detailed statement justifying
the making of the particular request will be included as Exhibit F. The
justification must establish the need for the requested loan, the amount
of the loan, the manner in which the loan will promote the economic develop~
ment of individual Indians or Indian organizations; that there is a reason-
able prospect that the loan will be repaid; and that the applicant has
been unable to obtain financing from other sources on reasonable terms
and conditions. A resume of the applicant's management experience will
be included in this exhibit.

H. Exhibit G, Procedures for Handling the ﬁoan. In this exhibit
include specific conditions on how the loan funds will be handled including
the use of Deposit Agreements, Form 5-4712 or Form 5-4713.

I. Exhibit H. Security. The purpose of the loan and the related
documents will dictate the type of security required. For examples of
various types of securing assignments see Illustration 9 of this -
Supplement.
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(1) Business Enterprises. Ordinarily such assets of the enter-
prise available for security shall be pledged as security for the loan.
Care shall be taken to make sure the enterprise has the authority to pledge
the security, that the tribe has transferred its interest in the assets
over to the enterprise, and said assets are not pledged as collateral
to zome other lender. In cases where it is necessary to pledge the
building or land as security, the enterprise should obtain a business
or agricultural lease on the land. -The lease should be of a term long
enough and contain authority to mortgage and assign the leasehold interests
to the lender as security for the lecan. The applicant will list the
collateral to he offered as security showing the type, age, and original
acquisition price. Credit staff shall inspect the security offered and
assign a reasonable value, If in doubt as to the value of the security,
the Bureau may require the security to be appraised.

Securing documents shall be filed or recorded in accordance with applicable
state or Federal laws including compliance with the requirements of the
Uniform Commercial Code except those customarily filed in Bureau of Indian
Affairs offices, If the enterprise operation does not appear to have
enough security to properly protect the loan, the Bureau may require the
tribe to pledge additional security in the manner of a specific assignment.

(2) Relending. Loans for relending shall contain a provision
that all loans made by the tribe will be assigned to the United States
as security. Here again, it may be advisable to obtaim additional security
in the manner of a specific assignment of income.

J. Exhibit I. Exceptions.

K. Exhibit J. Compliance with Other Federal Laws-and Regulatidns.

L. Exhibit X. Other. Include here other exhibits which may be
necessary to accurately evaluate the application, i.e., a management
contract for a tribal owned enterprise requesting a loan from the revolving
fund. Illustration 10 of this Supplement is a sample to be considered
in developing a contract for management and operation of an enterprise.

3.4 Preparation and Execution. The original and three copies of all
applications shall be prepared, executed by the applicant, and submitted
to the Agency Superintendent. The Superintendent shall make certain that
the application of an Indian organization has been properly executed in
accordance with a written resolution (See Illustrations 2 through 4},
enacted by the authorized governing body, which authorizes the applicant
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to obtain the requested loan. Coples of the minutes of the meeting at
which the governing body enacted the resolution shall not be a part of
the application but will be available for Bureau inspection.

3.5 Approval or Disapproval of Loan Applications. Applications for loans
from the United States will be approved by the issuance of a commitment
order Form 5-4707, Commitment Order. On applications for loans from re—
lending organizations, loans may be approved or disapproved by clearly
atating the action on the appropriate part of the application. Regardless
of who is the lender the approving officer must 1list, abave his signature,
any conditions of approval and cite his authority to act on the applica-
tion. All loans must be approved subject to avallability of funds. When
a Superintendent and/or Area Director does not have authority to act on
the application he will specifically recommend, on the application,
approval or disapproval action before forwarding it to the next higher
authority. The following officials, subject to limitations, have been
authorized to approve or disapprove applications for loans and modifica-
tions of loans. However, such authorities may not be exercised, when
acting on loans made by relending organizations, if they are in conflict
with provisions of the Declaration of Policy and Plan of Operation of the
particular lender. TFor specific authority refer to 10 BIAM.

Loans, or modifications of loans, made to individuals by the United States
or by relending organizationg using funds horrowed from the United States
may not be approved where the borrower's total indebtedness to the lender
will exceed $100,000. '

A, Superintendent. The Agency Superintendent may approve or dis—
approve loans and modifications of loans in amounts authorized in area
redelegation orders.

B. Area Director. The Area Director may approve or disapprove
loans and modifications in accordance with limitations authorized in re-~
delegation orders from the Commissioner.

C. Commissioner. The Commissioner may approve or disapprove all
loans and modifications above those redelegated to Area Directors. The
Commissioner may also act on any application within the limitations of
authority redelegated to Area Directors.

3.6 Preparation of Commitment Order, Form 5-4707. Funds will not be
comnitted to cover long term future needs for financing relending organi-
zations, tribal enterprises, or other tribal projects, Commitments to
advance funds from the revolving fund, at a future time, will be restricted
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to cases where the future advance will be essential to the beneficial use
of the first advance. Section 2 of Form 5-4737, Application of Indian
Tribe, Credit Association, Cooperative Assoclation or Other Organization
for Loan of Revolving Funds from the United States, limits the term of a
commitment to two years. Only under extenuating circumstances, beyond

the control of the borrower, may an extension of the two year limit be
justified and approved. A commitment may be extended only once and only
for a one year period. Any remaining unobligated balance of the commitment
will be automatically cancelled at the end of the year.

Commitment orders will not be used to modify a loan. An “Action of
Commissioner" or “Action of Area Director™ will be issued. Commitment
orders will be issued subject to availability of funds and will state the
action taken, authority under which action is taken and amount of the
approval. It will also clearly set forth all conditions of approval and
special loan closing instructions not otherwise a part of the application,
including:

A, Mammer of handling funds, if different from application.

B. Execution of promissory note, repayment schedule, interest rate
and instructions on dating.

C. Execution of security document, including a schedule of collateral
to be taken, insurance requirements, assignment of leases, real estate
mortgages, assipgnment of specific income, etc,

D. Reporting requirements, etc.

E. The approving official when applicable, shall authorize land to
be taken in trust as an exception to Item 4 of the application (Form 5-4737).

3.7 Acceptance of Conditions. Applicants will have 60 days to accept the
conditions of approval., If the conditions are not accepted within this
time the commitment will be automatically cancelled.

3.8 Loan Closing. Upon approval of the loan, all documents will be re-
turned to the loan servicing Agency for a formal loan closing session with
the borrower. All parties authorized to act for the borrower, plus the
manager, board of directors, or committeemen who have responsibility for
administration of the loan, shall attend. The Agency Superintendent or
Agency Credit Officer shall explain the conditions of approving the loan

to the borrowers. He shall also explain all securing documents, account-
ability for security, manner of handling the loan and repayment of the loan.
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3.9 Contract and CF (Credit Fund) Numbers., Contract numbers will be
assigned only to loans made by the United States. CF numbers will be
assigned both to loans made by the United States and loans made by
organizations. Contract and CF numbers will be assigned when commit-
ment orders become effective., CF numbers will run consecutively.

Where more than one organization is making loans under the same Agency,
each shall have a separate series of CF numbers. The same numbers

will not be used twice, except that cancelled CF numbers assigned to
particular loans may be used for subsequent loans. An organization
should be able to tell from its last CF number how many loans it has
made, Likewise, the Superintendent should be able to tell from the
last CF number used on loans by the United States, how many direct loans
have been made. The same series of CF numbers shall be used for educa-
tional loans and loans to enterprises, as on loans for other purposes,

A contract number will be assigned to each loan made by the United States.
Each modification of a loan agreement contract entered into by the United
States 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, etc. Each modification of a particular con-
tract likewise will be numbered consecutively, 1, 2. 3, etc. The

Area Credit Office is responsible to see that contracts and modifica—
tions thereof are properly numbered, Where loan agreement contracts

are modified pursuant to part 1.6 6f this Supplement, it is advisable

to identify the modification by a letter, i.e., "Modification A" and

to identify subsequent modifications A-1, A-2, ete,

3.10 Request for Funds. Upon acceptance of all conditions of approval
of a loan from the United States, Form SF-1034, Public Voucher for
Purchases Other than Personal, shall be submitted to the Area Finance
Office through Area Credit and Financing. The check shall be made
payable to the borrower and mailed, in care of the Agency Superintendent,
When the Superintendent receives the loan check, he shall have the
authorized representatives sign the promissory note and securing
document. The check shall be held pending filing of securing documents,
except when items to be taken as security are to be purchased with

loan funds, and then turned over to the borrower for use or deposited
.in a2 controlled bank or IIM account.

3.11 Distribution of Application and Related Documents. After the
loan has been closed, the application and related documents shall be
distributed as follows:

A. Loans by Relen&ing Organizations.
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(1) Loan Application. (Form 5-4738, with attachments).
(a) Original shall be retained by the lender.

(b) Copies shall be furnished to the borrower and Agency
Superintendent. Area Credit and Financing shall receive copies of applica-
tions acted on or recommended by the Area Director. Area Directors will
have the option to require that copies of all other applications be
furnished to him. Copies of applications approved by the Commissioner
will be furnished to the Central Office, Division of Financial Assistance.

(2) Promissory Note. (Form 5-4743). Promissory notes, both
originals and copies, shall be distributed in the same manner as the loan
application. See above paragraph.

B. Loans by the United States.

(1) Loan Application. (Form 5~4737 with attachments).

(a) Original shall be retained by the Superintendent.

(b) Copies shall be furnished to the borrower, Area Credit
and Financing, the appropriate Bureau Finance Office, and to the Central
Office, Division of Financial Assistance.

(2) Promissory Note. (Form 5-4742). Promissory notes, both
originals and copies, shall be distributed in the same manner as the
loan application except that a copy of promissory note need not be
furnished to the Bureau Finance Office.

(3) Commitment Order. (Form 5-4707). Commitment Orders,
both originals and copies, shall be distributed in the same manner as
loan applications. See B(1l), (a) and (b) of this section.

(4) Modifications. Copies of approved modifications to
existing loans shall be distributed in the same manner as the loan
application. See B(1l), (a) and (b) of this section.

After furnishing the borrower a copy, the Agency shall forward copies
to Area Credit and Financing for distribution in the manner prescribed
in this section.

Agency Superinténdents are designated to be official custodians of loan
records and shall be responsible for seeing that they are filed separately
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and retained in a place of safekeeping. Care should be exercised, to the
extent possible, to provide safeguards against loss by fire, theft or
mishap. '

3.12 Tribal Funds.

A. Tribal trust funds may be advanced to tribes when authorized
by Congress, requested by the governing body, and approved by the
Commissioner for the establishment, operation or expansion of economic
enterprises and for relending in accordance with this section and
section 3.13. No interest shall be paid to the United States on such
funds. The Commissioner may require the tribe to prepare a plan of
operation for the enterprise and a plan establishing the policies and
procedures for making loans to members from tribal funds.

B. Bupport loans may be made to old, indigent or disabled members
and loans may be made for burial expenses of members when there is reason-
able assurance that the loans will be repaid, However, the total of such
loans may not exceed the total of tribal funds to the lending program.
Interest may be waived on such loans. These loans, unless otherwise
authorized by the Commissioner, shall be accounted for separately by the
tribe and administered under a separate plan of operation from the plans
governing housing, business, education and agricultural loans.

C. 1In order for individuals to be eligible for loans of tribal
funds, they must be members of the tribe to which the funds belong,

D, Failure of a tribe to use tribal funds advanced under paragraph
A of this section in accordance with the regulations and purposes for
which requested shall be grounds for any or all of the following steps
to be taken by the Commissioner.

(1) Discontinue further advance of funds requested.

(2) Require that the entire amount advanced be returned to
the Treasury,

(3) Prevent further disbursement of tribal funds in the account
of an economic enterprise or tribal relending program under the control

of the tribe,

(4) Withdraw any unobligated funds from the tribe and deposit
the same in the Treasury.
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(5) Require that all repayments on loans made by the tribe be
used to replace funds advanced to the tribe from the Treasury.

(6} In the case of tribal economic enterprises operated with
tribal funds, liquidate or operate or arrange for the operation of the
enterprise until all tribal trust funds advanced to the tribe have been
replaced in the tribe's treasury account, or until the Commissioner has
received acceptable assurance that the funds will be replaced or that
the enterprise will be operated in a manner satisfactory to him.

3.13 Relending by Borrower.

A, A tribe or credit association may reloan funds lent to it by
the United States with the approval of the Commissioner. The Commissioner
may authorize such lenders to approve applicatioms for particular types
of loans up to a specified amount. '

B. 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 as security for such loans in accordance with 25
CFR 121.34 and the Act of March 29, 1956 (70 Stat. 62; 25 U.S.C. 483a),
Securing documents shall be filed or recorded in accordance with state
law, except those customarily filed at a Bureau of Indian Affairs office.

C. Title to personal property purchased with loans received from re-
lending organizations using revolving loan funds in its relending
program shall be taken in the name of the borrower.

D. The term of a loan made by an organization conducting a relend-
ing program shall not extend beyond the maturity date of its loan
from the United States, unless the organization has funds available from
which to make scheduled repayment on its loan from the United States,

E. When an organization making loans to its membership from moneys
borrowed from the United States rejects a loan application from an elig-
ible member, the Commissioner may, in his discretion, make a direct loan
from the revolving fund to the applicant if he determines that the rejec-
tion is unwarranted. 1In making this determination, the Commissioner will
review in detail the reasons why the organization rejected the applica-
tion; the soundness and feasibility of the applicant's proposal; and the
applicant’'s repayment ability, industry and work habits.

3.14 Loans for Expert Assistance. Applications of organizations for
loans for the purposes authorized by the Act of November 4, 1963 (77 Stat.
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301, 25 U.S.C. 70n-1), as amended, may be submitted pursuant to this
section. :

A, Eligibility. An organization must have one or more pending
claims of a nature and in a stage of prosecution requiring the services
of expert witnesses to be eligible for a loan for expert assistance. It
must 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, Applica-
tion of Indian Organization for a Loan from the United States to Procure
Expert Assistance. The form shall be acompanied by a resolution of the
governing body of the applicant as Exhibit A, and a justification for the
loan as Exhibit B. :

The justification shall include statements from the organization's attorney
regarding the need for the loan. The application shall be accompanied by

a statement signed by an authorized officer of the applicant certifying
that the applicant.does not have adequate funds available to obtain and

pay for the expert assistance needed. The Superintendent and the Area
Director will attest to the accuracy of the statement or point out any
inaccuracies.

C. Approval. Applications will receive approval, in whole or in
part, by issuance of a commitment ordsr on Form 5-4707 by the Commissioner.
Area Directors may not approve loans for exzpert assistance.

D. Advance of Funds. Funds will be advanced to meet obligations
incurred by organizations under contracts for expert assistance approved
by the Commissioner. Requests for allotments will be made in the usual
manner. At the time each request is submitted it shall be accompanied
by a 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 the Area Director shall attest to the accuracy of the certification
or point out any inaccuracies. The authorized official shall execute
voucher Form 1034. A copy of the claim, submitted by the expert, shall
accompany the request. Funds shall be deposited in a special IIM account
of the organization upon receipt. Promissory notes are not required as
evidence of indebtedness for loans for expert assistance.

E. Disbursements. Disbursements may be made from the IIM account
to meet obligations under contracts for expert assistance approved by the
Commissioner, under authority of section 4, Form 5-4706. 1In the case of
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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 Commissiomner.

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 Supplement &.

H. Procedure, Central Office. Applications will be submitted to
the Division of Financial Assistance for processing. They will be
checked for adherence to regulations and instructions and be referred
by memorandum to the Division of Tribal Government Services. The latter
will prepare a memorandum to the Division of Financial Assistance with
recommendations for approval or disapproval in whole or in part. Final
processing will then be the responsibility of the Division of Financial
Assistance, including reports to the Committee on Interior and Insular
Affairs of the Senate and House of Representatives pursuant to Sectiom 3
of the Act of November 4, 1963, as amended.

The Division of Finmancial Assistance will include a separate section in

its status reports on the revolving fund for loans for expert assistance
showing the status of the fund, copy of which will be furnished to the
Division of Tribal Government Services. Each request for allotment will

go to the Division of Financial Assistance for approval prior to processing.

All contracts of organizations for expert assistance (see subsection F
above) will go to the Division of Tribal Government Services for process-—
ing. Tribal Government Services will check with the Division of Financial
Assistance regarding the availgbility of funds, and then proceed with
processing of the contracts. Copies of all approved contracts will be
furnished the Division of Financial Assistance.

The Division of Tribal Government Services will advise the Division of
Financial Assistance 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 5-4706,
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4.1 Purpose, The following provislons apply to receiving, processing
applications, and approval or disapproval of loans from the United States
to individual Indians and partnerships.

4,2 Eligibility. Individual Indian means any person who is a member of
any Indian Tribe, band, group, pueblo, or community which is recognized
by the Federal Government as eligible for services from the Bureau of
Indian Affairs and any "Native" as defined in the Alaska Native Claims
Settlement Act (85 Stat, 683),

Loans may be made to individual Indians directly from the revolving fund
only under a direct relending program which has been approved by the
Commissioner. Approval of a direct program may be requested by Agency
Superintendents only where a relending program is not being conducted by
a tribe or credit association and where existing sources of financing are
shown te be inadequate for development of the economy and resources of a
treservation and 1ts people,

Requests for approval of a direct revolving program will be accompanied by
information reflecting: (1) total estimated financing needed by the
reservation and its people, itemized by type and amount; (2) the sources

of financing presently available, such as, banks, Farmers Home Administtra-
tion, Small Business Administration, Production Credit Association, Federal
Land Banks and others, and identify the extent to which the needs for the
various types of financing are being met by these sources; and (3) an
estimate of the amounts and types of financing to be furnished through the
direct program. Unless an exception is specifically authorized by the
Commissioner, requests will be accompanied by a plan of operation showing
the purposes for which direct loans may be made and establishing procedures
for processing applications and servicing loans.

A, General Requirements. Indian applicants are eligible for loans
if they are members of tribes or Indian organizations, eligible for ser-
vices from the Bureau of Indian Affairs, not conducting a relending
program and are not members of, or eligible for membership in, a credit
assoclation. Loans may be made only when, in the judgment of the Secretary,
there is reasonable prospect of repayment, and only to applicants who, in
the opinion of the Commissioner, are unable to obtain financing from other
sources on reasonable terms and conditions.

B. Individual Indians., Individual Indians who are members of
tribes which are not making loans to its members and are not members of or
eligible for membership in an organization which is making loans to its
members are eligible for direct loans., Where the Commissioner determines
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a rejection of a loan application from a member of an organization making
loans to its membership from moneys borrowed from the fund is unwarranted,
he may make a loan to such individual from the fund.

C. Partnerships. Applications of partnerships shall be prepared
in the same manner as applications for individuals. However, copies of
the partnership agreements will be included as a part of the application.

D. Signature. Only eligible Indians may sign applications. In-
eligible spouses, however, will be required to sign the promissory notes
and securing documents, Applications of partnerships require the signa-
tures of all partners.

E, Form of Application. Forms 5-4738, 5-4739, 5-4740 and 5-4741
are largely self-explanatory and are to be used for applications by
individuals and partnerships.

4.3+ Purpose and Maturity of Loans. All individual applications for
agricultural, business, housing and land will be submitted on

Form 5-4738 (Application for Loan), and supported by information state-
ments relative to the particular loan involved.

A. Agricultural Loans. Loans shall be available for the purchase
of livestock, poultry, farm equipment, land purchase and major improve-
ments to the farm, and operating expenses. Loan applications will be
accompanied by Informational Statement by Applicant, Form 5-4741, and if
the request exceeds $5,000, a Farm and Home Plan developed with the help
of technical assistance available.

(1) Maturity. Consideration shall be given to the security
offered and the repayment ability reflected by projected operating state-
ments. Loans should be scheduled to mature at the earliest practical
date but not to exceed 10 years.

(a) Operating Loans, Operating loans shall normally be
scheduled for repayment at the end of the operating year but not to
exceed two years,

(b) Equipment and Machinery. Loans for purchase of equipment
and machinery shall be scheduled for maturity, not to exceed the lesser of
10 years or the remaining useful life of the item at the date of purchase.

(¢) Livestock. Loans for purchase of livestock shall be
scheduled for maturity within 10 years.
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(2) Security. Financing statements and security agreements
shall be executed on erops, livestock and farm equipment, Bills of sale
shall be filed in the borrower's loan folder. The approving official may
require a real estate mortgage or mortgage of leasehold interest on any
loan,

{3) Accounting for Security., The Credit Officer shall be
responsible to see that all collateral offered as security shall be properly
maintained and accounted for. Proceeds from the sale of basic security
shall be applied on the loan or expended for security of equal value,

Sale of calves, crops, ete., normally sold for income, may be sold subject
to the money (check) received being made payable to the seller and the
gecured party (United States).

(4) Applicants for agricultural loans shall when possible, be
required to show proof of tenure for farm and grazing land for the time
of the loan. Limiting provisions of 25 CFR 131.8 and 25 CFR 151.14
restrict the duration of farming and grazing leases limiting the borrowers
ability to show proof of long term tenure. Tribal governing bodies may
also restrict the duration of leases, Credit Officers should contact Agency
l.and Operations and Realty personnel for applicable provisions of land
tenure.

Detailed farm and home management plans shall be required on application
for agricultural loans exceeding $5,000.

B, Business and Commercial Loans. Loans will be available for
all types of business which are legal, Loan applications will be accom-
panied by Form 5-~4740, Informational Statement by Applicant, together
with any economic data the approving official deems necessary to evaluate
the proposal.

If prior to the date of application, the applicant has been operating an
economic enterprise for which lcan funds are being requested, operating
budgets, profit and loss statements and balance sheets covering the last
two fiscal years of operation shall be submitted with the application.
Pro forma budgets, balance sheets and operating statements including cash
flow statements ghall be included showing the projected results of two
years operation after loan funds would be advanced. Such applications
must also be accompanied by a plan of operation, for the enterprise,
satisfactory to the approving officer and a resume of the applicant's
management and experience.
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(1) Maturity. Consideration shall be given to the security
offered and to the repayment capacity reflected by the projected operating
statements. Business and commercial loans should be scheduled to mature
at the earliest practical date but not to exceed 10 years.

(a) Operating Loans. Funds advanced for operating expenses
shall normally be scheduled for repayment at the end of the operating vear
but not to exceed two years.

(b) Equipment and Machinery. Loans for purchase of equip-
ment and machinery shall be scheduled for maturity, not to exceed the
lesser of 10 years or the remaining useful life of the item at the date
of purchase.

(2) Security. A security agreement and financing statement
should be executed on goods and inventory of the business and on equip-
ment and machinery if purchased with loan funds. A real estate mortgage
on available real estate may be required.

(3) Accounting for Security. The Credit officer shall be res-
ponsible to see that all collateral offered as security is properly main-
tained and accounted for. Proceeds from the gale of basic security shall
be applied on the loan or expended for security of equal wvalue,

(4) Management and Technical Assistance. Loan approval officials
must have evidence that the applicant has the ability to successfully
manage and operate the business, If the applicants need management or
technical assistance, arrangements must be made to provide such assistance.

C. Housing Loans. Housing loans shall include new home construction,
remodel or repairs of existing homes and purchase of existing homes to
be occupied by the borrowers. Applications for loans will be accompanied
by Form 5-473%9 (Informational Statement by Applicant, Non-Business).
Assistance of the Branch of Plant Management is to be acquired to assure
that plans and specifications meet the required minimum. To ensure
compliance, buildings will be inspected during construction.

(1) Plans and Specifications. Plans and specifications shall
meet minimum FHA specifications. The loan application shall be accompanied
by at least three sets of each.

(2) Certificate Relative to Roads and Utilities. Homes shall
be serviced by adequate roads to meet the needs of the family. Adequate
utilities shall be available. For rural areas, water in sufficient quantity
and quality shall be available prior to start of home construction.
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(3) All work shall be under written contract with adequate
reference to plans and specifications, stating terms of payment, inspec-
tions, restrictions as to changes in plans or specifications and
guarantee on work and any equipment furnished, The approving official
will determine whether or not the contractor must furnish a payment and
performance bond.

(4) Applications for the purchase or construction of homes,
and major repairs, those in excess of $5,000, to homes on trust lands
shall be accompanied by:

{a) A land status report showing the borrower as sole
owner shall accompany the loan application.

(b) A long term homesite lease may be required where
the borrower is not sole owner or plans to build on leased land.

(5) A commitment for policy of title insurance shall accompany
applications for the purchase or construction of homes, and major repair,
those exceeding $5,000, to homes on non-trust land.

(6) Applications will be accompanied by a current appraisal
on homes to be purchased and for homes on which major improvements, those
exceeding $5,000, are to be made.

(7) Loans for the purchase of homes on non—trust lands shall
be closed through escrow.

(8) The amount of the loan should not exceed, substantially,
the value of other homes in the same area. This is to provide a likeli-
hood that a loss would not be taken if liquidation of the loan through
sale of the property becomes necessary.

(9) Loans shall be scheduled for repayment over the shortest
period possible consistent with the borrower's capability, but not to
exceed 30 years.

(10) As security, a mortgage (real estate or leasehold) shall
be required on all housing loans. A certificate of title or origin is
required on mobile homes. Where permitted by law, liens will be recorded
on the title and recorded in the appropriate county or state office.
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(11) Fire insurance in an amount adequate to protect the lender
shall be obtained and maintained by the applicant, and such policies shall
contain a loss payable clause to the Bureau of Tndian Affairs and be de-
posited with the Agency Credit Officer,

(12) Application for minor repair ($5,000 or less) need not re-
quire all the provisions above, but the approving official must be assured
that the applicant will get beneficial use from the loan and that the
loan is adequately secured.

D. Land Purchase and Improvement Loans. Where lands are to be
utilized directly by the applicant, loans may be made for the purchase
of land located within and adjacent to the reservation boundary and for
the financing of major improvements to the land. Loan applications will
be accompanied by Form 5-4741, Informational Statement by Applicant if
the land is to be used for agricultural purposes or Form 5-4740, Informa—
tional Statement by Applicant if the land is to be used for a commercial
business.

(1) Loans for the purchase of land or interest therein shall
have a maturity not exceeding 30 years,

(2) Loanc for major improvements, amounts exceeding $5,000,
shall be scheduled for repayment within 15 years, sooner when possible.

(3) A real estate mortgage or mortgage of leasehold interests
shall be taken on property purchased with loan funds. Additional security
may be required by the approving officer.

(4) An appraisal will accompany all applications for purchase
of land.

(5) Title insurance in an amount satisfactory to cover the
amount of the mortgage, will be required on land purchased in unrestricted
status.

(6) A land status report shall accompany all applications for
the purchase of land held in trust or restricted status.

E. Commercial Building Loans. Applications for loans for construc=-
tion or purchase of commercial buildings (business or farm) will be accom-
panied by applicable information contained in Section 4.3 (c) of this
supplement. Depending on the type of business, consideration must be
given to adequate insurance coverage on buildings, essential equipment,
vehicles and liability.
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F. Educational Loans. Loans may be made to individuals for attend-
ing institutions of higher learning or recognized special trade schools
which will provide the student employment opportumities, -

(1) Eligibility. Individuals who are not members of or eligible
for membership in a tribe, corporation or band that is making loans and
who are unable to obtain financing from other sources are eligible.

(2) Application. Applicants shall complete Form 5-4729,
Application for Educational Loan, in consultation with a representative
of the Office of Education, Employment Assistance, and Credit and Financing.

(a) Unless justified in writing and an exception made
by the approving officer, applicants who are minors must have co-signers
on the loan agreement. Cowsigners must have the ability to repay the
obligation in case of default of the borrower.

(3) Approval. Representatives of the Office of Education and
Credit and Financing should recommend approval before an application is
approved. Approval will be made on Form 5-4730, Educational Loan Agreenent.

(4) Advance of Funds. Applicants must present a letter of
acceptance in the institution or trade school before advance of funds.
Funds shall be advanced on a quarter or semester basis, evidenced by a
satisfactory academic standing for the preceding period.

(5) Interest. The interest rate shall be determined on the
date of each advance of funds and shall be in accordance with the provi-
sions of 1.7 B of this Supplement. Interest charges shall begin on the
first day of the month following one vear from the date of completion
of the course for which the loan was made. In the event of noncompletion
of the course, interest shall start on the first day of the month following
the date the borrower dropped out of school. Interest will not accrue
while borrowers are in schools of higher learning. Interest will also
not accrue during an initial enlistment in the military service or for
four years of such enlistment, whichever is less. Interest charges will
resume on the first day of the month after leaving the school of higher
learning, or following completion of an initial enlistment or discharge
from the service, or after the four years have expired.
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(6) Terms. Repayment of loans shall be scheduled at not less
than 320 per month per $1,000 of indebtedness calculated to the nearest
even dollar. {Example: $1,500 would require monthly payments of $30;
$1,550 would also require $30; and $1,55]1 would require minimum payments
of $32). Repayments shall start on the first day of the month following
one year from the date of completion of the course for which the loan
was made, In the event of non-completion, the entire loan will be -due.
and payable on the first day of the month following the date the borrower
drops out of school. If, upon completion of the course for which the
loan is made, the borrower enrolls in a school of higher learning or enters
the armed forces monthly payments shall not be required. Unless specifi-
cally authorized by the Commissioner, such suspension may not exceed the
lesser of the time the borrower is in school, the initial enlistment in
the armed forces, or four years. Monthly pavments shall again be due on -
the first of the month following the date the borrower completes the
course, completes the initial enlistment or is otherwise discharged from
the armed forces, or at the end of four years, whichever is earlier,

(7) Repayments. All repayments must be applied first on
interest and the balance to principal. It is possible that each advance
made on an educational loan may be at a different interest rate, It is
necessary that interest be accrued on each ocutstanding advance and paid.
current before any principal may be reduced. Principal payments shall
be applied to the oldest advance outstanding. See 47 BIAM Supplement 4
for additional information on application of payments to loans.

4.4 Procedures for Handling the Loan. The approving official shall _
provide instructions for closing the loan.  Procedures shall include, but
not be limited to, the following:

A, The depository for the proceeds of the loan, including the
use of a Deposit Agreement, Form 5-4712, an Individual Indian Money
(IIM) Account, or a controlled bank account, shall be set out. 2

B. Procedures for disbursement of loan funds, i.e., restricted or
unrestricted advances, check, time schedule for disbursement, authoriza-
tion needed for disbursement, etc., shall be covered.

C. Persons authorized to dishurse the funds shall be identified.

D. The proposed repayment schedule for the loan and other terms to

be included on Form 5-4742, Promissory Note for Loan from the Revolving
Fund, shall be included.
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E. Security required and manner of perfecting security documents
including requirement to execute Form 5-4719, Assignment of Income From
Trust Property, and Form 5-4720, Agssignment of Trust Property and Power to
Lease, shall be covered.

4,5 Loan Approval Authority. Within limitations, authority to approve
loans and modifications of loans, has been redelegated by the Commissioner
to Area Directors. Within limitations this authority has been redelegated
to Superintendents. The capability of the Credit staff places limits on
the amount of authority to be redelegated. For specific authorities to
approve loans and modlfications of loans refer to 10 BIAM and to 3.5 of
this Supplement.

4.6 Loan Closing. Upon approval of the loan, all documents will be held
by or returned to the loan servicing agency for a formal closing session
with the borrower. The Agency Superintendent or Agency Credit Officer
shall explain the conditions of loan approval to the borrowers. He will
also explain the procedures for handling the loan and all required
securing documents,

4,7 Request for Funds. Upon acceptance of all conditions of approval
Voucher Form SF-1084, shall be initiated for advance of funds. Unless
otherwise stipulated in the loan approval, the check shall be made pay-
able to the borrower and forwarded to him in care of the Agency
Superintendent. Upon receipt of the check, the promissory note and all
securing documents will be dated and endorsed by the borrower. Where
appropriate, the check shall be held pending county or state recording
of security documents, then turned over to the borrower or deposited
under procedures established under 4.4 of this Supplement.

4,8 Distribution of Application Forms and Related Documents, After
approval and complete signing and dating of all loan documents, copies
of the application will be completed showing signatures were obtained
on originals by "S/" followed by the typed mame of the person signing
and corresponding dates inserted on the copies.

A, Loan Application., (Form 5-4738 with attachments).

(1) The original shall be retained by the Agency Superintendent.
(2) One copy shall be furnished to the borrower. Area

Directors and the Commissioner will be furnished a copy if they acted
upon or recommended approval of the application,
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Area Directors may require that copies of all applications with supporting
documents be furnished to him.

B. Promissory Notes. (Form 5-4742). Promissory notes, both
originals and copies, shall be distributed in the same manner as the loan
application,

C. Modifications. Copies of approved modifications to existing
loans shall be distributed in the same manner as the original loan appli-
cation, see 4.8A above,

After furnishing the borrower a copy, the Agency shall forward copies

to Area Credit and Financing for distribution in the manner prescribed
in this section. Agency Superintendents are designated to be official
custodians of loan records and shall be responsible for seeing that they
are filed separately and retained in a place of safekeeping.

4,9 Contract and CF Numbers. At the time a loan 1s approved, it will

be assigned both a contract number and a CF loan number. OCF numbers shall
be assigned in consecutive order by Superintendents, enabling the last
number assigned to reflect the number of leans to individuals made at

a particular agency. Modifications of a particular contract shall also

be numbered consecutively.

4.10 Compliance with Other Federal Laws and Regulations. Approving
officials will be responsible for compliance with other Federal laws and
regulations affecting loans and modifications made pursuant to this
Supplemental,

4,11 Mapmer of Acquiring Title with Revolving Loan Funds. The title to
all land purchased by a tribe or individual Indian with revolving loan
funds may be taken in trust status if the land is located within the es-
tablished boundaries of an Indian reservation. Title to any such land
located outside the established boundaries of an Indian reservation or
outside of a tribal consolidation area approved by the Secretary of the
Interior may only be taken in trust if the purchaser was the owner of

a trust or restricted interest in the land before it was purchased; other~-
wise, the title shall be taken in the name of the purchaser without any
restriction on the alienation, contrel, or use of the land.

Title to all personal property purchased with revolving loan funds shall
be taken in the name of the borrowers,

4,12 1Interest, The interest rate shall be determined monthly and shall

be effective on loan funds advanced during the month. For other guide-
lines, see section 1.8B.
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5. SERVICING AND COLLECTION OF U. S. DIRECT LOANS

5.1 Purpose. The following provisions apply to collecting, reporting,
and servicing direct loans to Individuals and partnerships, tribes, and
Indian organizations.

5.2 Responsibility. The responsibility of loan servicing will rest with
the Agency Credit Officer or other Bureau representative designated by
the Superintendent. He wlll be responsible for the following:

A. He will assure that funds are used only for approved purposes.
Any deviation in use of funds must be approved in advance by the Bureau
official authorized to approve or modify such loans.

B. He will see that a record of all insurance requirements is
maintained and assure that all insurance policies are kept in force and
up to date. Insurance policies shall contain a loss payable clause in
favor of the Bureau of Indian Affairs.

C. He will assure that all collateral offered for security is
properly-accounted for, that security documents are current, and that
the security is not diminished in any way.

D, He will assure that the project plan is adhered to and that
any changes that would materially affect the loan, collateral, etc., are
approved, in advance, by the person having authority to approve such loans.

E. He will see that collections are made in accordance with repay-
ment schedule(s). Borrowers shall be advised of payments coming due and
corrective action necessary to prevent the delinquency. Borrowers shall
be notified after loan is past due and aggressive collection measures
will be applied. ‘

F. He will see that separate subsidiary loan cards (as shown by
Illustration 11 of this Supplement) are maintained on each loan, that
the card contains pertinent loan Information and that payments are
promptly and accurately posted to reflect the current status of the loan
at all times.

5.3 Repayments. Repayments on loans made by the United States shall
be made to the designated collection officer of the Bureau of Indian
Affairs who shall issue an official receipt for the payment and deposit
the collection in the revolving lean fund. For procedures to be used
in applying payments to loans made by the United States see 47 BIAM
Supplement 4, 1.4 and 1.5.
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5.4 Records and Reports, The accounting or record keeping system is
ordinarily most effective when established by the firm or individual who
will audit the accounts. The Commissioner may, when in his opinion it
is justified, require that an applicant install a particular type of
accounting system or make specific changes in one presently in use. He
may also require special reports.

A. Organizations. All borrowers will be required to submit annual
financial statements to the Superintendent within 20 days following the
close of the business year. Tribal enterprises using funds borrowed
from the revolving funds shall be required to submit quarterly financial
statements to the Superintendent within 20 days of the close of the
quarter.

Unless an exception is specifically authorized by the Commissioner, all
borrowers will furnish three copies of an annual audit, to the Superintendent
within 90 days of the close of the business year. The audit is to be
performed, and the audit report distributed, as provided in 47 BIAM
Supplement 4, 1.3A.

Tribes conducting relending programs are required to submit a cumulative
report of loans made, collections, unpaid accrued interest, delinquencies,
and loans outstanding as of June 30, each year. {See 47 BIAM Supplement
4, 1.6).

B. Corporations, Partnerships and Individuals. Loan contracts between
the United States and corporations, partnerships or individuals will require
that borrowers establish and maintain accounting and operating records
that are satisfactory to the approving officer and submit reports as
he may require.

Unless specifically authorized by the Commissioner, loans from the
revolving fund used to finance economic enterprises will require that
the borrower submit to the Superintendent within 30 days of the end
of the quarter, quarterly financial statements. Unless an exception
is authorized by the Superintendent, three copies of an annual audit
of the enterprise records will be submitted to the Superintendent
within 90 days of the close of the business year to be distributed

as specified in 47 BIAM Supplement 4, 1.3A. Such audits should be
performed by a certified public accountant or other qualified accountant
satisfactory to the approving officer. Audits should be arranged

for and paid for by the borrower.
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5.5 Collections and Vouchers. Receipts and disbursements are to be
handled under procedures of 42 BIAM,

5.6 Computing Delinquencies. A loan is delinquent if a payment is not
received on or before the day following the date payment was scheduled
to be made.

To compute the amount of the delinquency of an amortized loan, multiply
the number of payments due by the amount of each payment and subtract the
total of payments received, both principal and interest. The balance
after deducting any unpaid accrued interest, to date of computation, will
represent delinquent principal. If a loan is delinquent in principal so
is the accrued interest.

As an example, assume a promissory note amortizes an $1,800 indebted-
ness with $60 monthly payments beginming October 15, 1972. On June 30,
1974, date on which delinquency is being computed, a total of $1,120
($990 principal and $130 interest) has been applied on the loan. Unpaid
interest on June 30, 1974, is $26.

21 months x $60, = $1,260.

less: Total Payments Rec'd. = 1,120,
Delinquent Principal and Interest = § 140,
Delinquent Interest Unpaid 6/30/74 = 26.
Delinquent Principal = 114,

5.7 Delinquent Loans. Special attention should be given to delinquent
loans to explore all possible ways to bring the loan current by collec-
tions and to assure that risk to the United States is not increasing

by a diminishing of the security. If the interests of the United States
will not be additionally harmed by doing so, the borrower may be given
up to 90 days in which to bring the loan current or to present a plan
that will correct the problems which are causing the delinquency. If
the plan presented is unrealistic or unfeasible and cannot be modified
to the satisfaction of the Superintendent, he shall so document the
case. The documentation shall include: (1) the length of delinquency;
(2) the reason(s) for the delinquency; (3) the borrower's plan for
correcting the delinquency together with reasons it is believed to be
unworkable; (4) the security pledged for the loan; and (5) any other
facts pertient to the case. The Superintendent should default the loan
or if not within his delegated authority he shall submit the case, along
with the documentation above to the Area Director and he shall take

such action if he is unable to correct the delinquency. Procedures of
section 6 of this Supplement should then be followed.
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6. PENALTIES OF DEFAULT AND CANCELLATION OF LOANS

6.1 Purpose. The following provisions apply in handling defaults of
direct loans made to tribes, Indian organizations, individuals and partner-
ships and to loans made by relending organizations. Unless otherwise
provided in the loan agreement, failure on the part of a borrower to
conform to the terms of his loan agreement will be deemed grounds for

any one, or all, of the following steps to be taken by the Commissioner.

A. Discontinue any further advances of funds contemplated by the
agreement.

B. Take peossession 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 borrower or against officers
or corporations, organizations, tribes or bands, credit associations and
cooperative associations.

D. Declare the entire balance outstanding on the 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 organizations, tribes, or credit associations con-
ducting a relending program, require that all repayments on loans be
applied to liquidate the indebtedness to the United States.

H. 1In the case of credit associations and tribes conducting relend-
ing programs, take possession of the assets of the borrower and exercise
or arrange for the exercise of its power until the Commissioner has re-
ceived acceptable assurance of its repayment of the loan and compliance
with the provisions of the loan agreement,

I, In the case of organizations and tribal economic enterprises
and cooperative assoclations, liquidate or operate or arrange for the
operation of the enterprise or association until its indebtedness is paid
or until the Commissioner has received acceptable assurance of its repay-
ment and compliance with the loan agreement.
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6.2 Penalties on Default. As repayments on loans become due, the policy
is to collect, extend, or liquidate pursuant te applicable regulations
in 25 CFR 91.15.

Borrowers will be required by organizations, on loans by organizations,

or by Superintendents on loans by the United States, to conform to the
terms and provisions of their loan agreements, including repayment
schedules therein. If an organization permits violation of agreements
with its members, and fails to take appropriate liquidation action, it
subjects itself to the default penalties prescribed by 25 CFR 91.15.

On loans by organizations, loans will be declared in default by the bodies
authorized to act for the organizations. On loans by the United States,
such action will be taken by the Superintendent or Area Director with
guidance from the Field Sclicitor.

Relending organizations using revolving loan flunds will follow prudent
lending practices in making and servicing loans and will take appropriate
actions to protect their interest in security taken on loans. Declara-
tions of policies and plans of operation shall include procedures which
will be followed in acting to correct a default. Relending organiza-
tions employing a general counsel will refer legal questions on fore-
closure procedures and sale of security to their counsel.

A, Voluntary Surrender of Property. The preferred procedure in
repossessing property given as security for a loan is for the borrower
to surrender sufficient property voluntarily to liquidate the balance owing
on the loan. Every effort should be made to convince the borrower that
this procedure will best serve his Interests and those of the lender.
Where property is surrendered voluntarily, the following procedures will

apply:

(1) Agreement for Voluntary Liquidation. The borrower and the
authorized officer of the lender will execute Form 5-4717, Agreement for
Voluntary Liquidation of Loan.

{(2) Mutual Agreement on Valuation of Property. If the Superin-
tendent and the borrower mutually agree upon a valuation of the property
to be repossessed, and 1f a suitable buyer can be located who will pur-
chase the property at the agreed upon valuation, such property may be
sold.

On loans by organizations agreement on the valuation of the property by an
authorized representative of the lender and by the borrower is required,
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(3) Appraisal Committee's Valuation of Property. If a mutual
agreement cannot be reached, a committee will be selected to appraise
the property. On loans by the United States, one member will be selected
by the Superintendent, one by the borrower, and one by these two members.
On loans by organizations, one member will be selected by the authorized
officer of the lender, one by the borrower, and one by these tweo members.
If the Appraisal Committee's valuation is satisfactory to the borrower
and to the Superintendent {on loans by the United States) or the authorized
officials of the lender (on loans by organizations), and if a buyer can -
be located who will purchase the property at the appraised value, it may
be sold.

(4) Non—agreement with Appraisal. If the borrower will not
agree to the appraised value, the property may be sold only in accoxrdance
with the laws of the State in which it is situated unless other sale is
mutually agreed upon.

B. Involuntary Surrender of Property. If the borrower will not
execute Form 5-4717 and voluntarily surrender the property given as
security, 1t will be repossessed and sold in accordance with the laws
of the State in which it is situated, except where other sale is mutually
agreed upon, and except in the case of loans by some tribes which have
promulgated ordinances to handle foreclosures through tribal courts.

In the latter case, foreclosures may be handled through tribal courts.

The Superintendent will act for and on behalf of the United States on loans
by the United States. On loans by organizations, an authorized representa—
tive of the organization will act for and on behalf of the lender.

(1) On proposed foreclosures which involve the sale of individ-
ually held trust or restricted land given as security for a loan, the
tribe of the reservation on which the land is located will be notified
in writing at least thirty calendar days in advance of the anticipated
date of sale.

G. Care of Repossessed Property. Repossessed property, regardless
of whether it was repossessed voluntarily or involuntarily, will be stored
in a place of safekeeping prior to sale or placed under adequate care,
where depreciation in value will not be excessive, and where there is
adequate protection to prevent the property from being stolen or used.

D. Disposition of Repossessed Property, All property repossessed
will be sold at the earliest practicable date and shall not be retained
longer than necessary to obtain a fair price therefor.
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(1) Responsibility of Superintendent. If any repossessed property
on loans either by the United States or by organizations remains on hand
for more than six months after the date of repossession, the Superintendent
will make a report to the Area Director explaining the delay and any
difficulties encountered. The Area Director will render all practicable
assistance in disposing of the property.

E. Application of Proceeds of Sales. Proceeds of salesz will be
applied in the order below, unless such application is contrary to State
law, in which case the State law will be followed.

First, for payment of expenses of the appraisal and sale, including
expenses Incidental to transporting, caring for, and maintaining the
custody of the property sold pending sale and fees for release of county-
filed securing documents.

Second, for interest in full on the borrower's loan.
Third, for payment of principal of the borrower's loan.
Fourth, any balance remainIng will be pald to the borrower.
F., Report of Sale. Borrowers will be furnished reports of sales,
On loans by the United States, the reports will be furnished by the Super-
intendent. On loans by organizations, they will be furnished by authorized

representatives of the organizations. Copies of all reports will be
furnished the Area Director. Each report will show:

(1) CF number of lcan involwved,

(2) Date of original loan.

{(3) Amount of original loan.

(4) Property purchased with the loan and amount paid therefor.,
(5) Security given for the loan.

(6) Payments made on the loan, both principal and interest.

(7) Balance owing at time of liquidation.
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(8) Property repossessed and the appraised or agreed upon value.

(9) Sale. Nature of sale, listing property sold, expenses
incurred, and net amount remaining, itemized.

(10) Application. Show application of proceeds on the lean,
itemized.

(11) Balance. Amount of remaining Indebtedness, or amount to
borrower's credit.

G, Accounting for Property. On leans by the United States, property
repossessed will be taken up on the property records of the Agency. Its
appraised value will be shown on the property cards., When it is disposed
of, it will be dropped from the Agency property records, and the sale
price shown on the records. If the sale price is more or less than the
appraised value, these instructions will serve as authority to drop the
difference or to credit the excess to the borrower.

H., Protection of Lender's Interests in Property of Deceased Borrowers.
Organizations and Superintendents will take all steps necessary to gafe-
guard and protect the property of a deceased borrower in which either
the organization or the United States has an interest, until the obligation
is liquidated or assumed by heirs of the deceased borrower, or by other
parties. The lender may collect from the ultimate owners of such property
or deduct from the proceeds of the sale thereof, reasonable expenses for
its care. Organizations will protect their interests by promptly notifying
the Superintendent, or Hearing Examiner Probate, and the tribal court,
if any, in writing, of interests in the estate of the decedent. The
Superintendent similarly will protect the interests of the United States
in loans made by the United States, After reserving estimated probate
fees, and after payment of funeral expenses, last illness, etc., any
funds accruing to the estate from income or property pledged as security
for the loan, will be applied on the indebtedness to stop accrual of
interest. Proceeds of sales of property purchased with credit funds
will be applied on the indebtedness,

(1) Action. The action which the organization or Superintendent
will take in case of deceased borrowers will be governed by the circumstances
of the particular loan. In some instances, i1t may be necessary to declare
the loan in default.

(2) Assumption of Indebtedness. If the apparent heirs of a
deceased borrower (or one or more of the apparent heirs with written
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agreement from the other apparent heirs) desire to assume the indebtedness
of the borrower, and will sign notes and such other guarantees of repayment
as the lender may requite, the property may be turned over to them.

If the lender has assumed expenses in caring for such property prior to

its being taken over by the apparent heirs, the lender may collect such

amounts from the heirs before turning the property over to them. If the
property is sold, such expenses may be deducted from the proceeds of the
sale, before credit is entered on the borrower's account.

(3) Joint Loans. The action to be taken will depend upon the
right of the survivor in the property purchased with or created by the
loan. Action contemplated should be checked and approved by the Field
Solicitor. Generally, when one party to a joint loan dies, and the
property purchased with and given as security for the loan is sufficient
to cover the outstanding indebtedness, and where the remaining party
desires to continue with the enterprise, it 1s usually advisable for the
remaining party to request liquidation of the loan. A new loan may then
be made to the survivor to purchase the assets. All such new loans must
be judged on their own merits the same as any other applications. In
case the property purchased with or given as security for the loan is
insufficient to cover the outstanding indebtedness, or in case the sur-
viving borrower does not desire to continue with the enterprise, the Field
Solicitor will be consulted as to the action most advisable,

(4) Report of Tndebtedness of Deceased Borrowers. Promptly
following the death of an Indian indebted to an organization or the United
States, steps will be taken to bring about any adjustment which may be '
necessary. A statement shall be drawm up on Form 5-4726, Report of
Indebtedness due the United States, and Form 5-4727, Report of Indebtedness
due the United States (Continuation Sheet). The title of the form shall
be changed on indebtedness owing organizations. The form shall set forth
CF or contract numbers, dates, original amount of agreements, repayments,
repayment dates, balances due, and a list of the property purchased under
the agreements. - On the reverse side of this form will be set forth all
adjustments between the date of death of the decedent and the date the
hearing is held in connection with the determination of heirs. It also
will explain what disposition has been made of all capital goods purchased
under the agreements, or given as security therefor, This report should
be furnished to the Hearing Examiner Probate, in triplicate, before the
time of the hearing. Care must be taken that the information present .
in the form is accurate (see 25 CFR 15).

I. Uncollectible Loans Made by Organizations. When it becomes
obvious that the balance due on a loan is uncollectible, the governing
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body of a lending organization should pass a resolution dropping the loan
from the active accounting credit records of the organization. Such action
wlll not release the borrower from his obligation for payment, but serves
merely to charge off the account on the organization's active accounting
records. The procedure the organization wishes to follow regarding in
interest accruals will be set forth in the authorizing resolution. For
more detailed information see 47 BIAM, Supplement 4, 1,5F.

J. Loans Assigned to the United States. When a loan made by an
organization is assigned to the United States under the agreements included
in the organization's loan contract with the United States, in order that
the Department of Justice may take action against the borrower, or for
any other reason, such loans will be reported by the Superintendent,
transmitted through the Area Director, to the General Accounting Office
so that a record of the debt may be made by that Office for offset against
any claim of the debtor which may in the future come before that Office
for settlement.

Where organizations are in default in loan agreements with the United
States, under the terms of the general assignments (where included as
part of the loan agreements with the United States) the obligations of
the borrowers to the organization become cobligations due the United States.
Any delinquencies of borrowers from such organizations will be reported
to the General Accounting Office until the indebtedness of the organiza—
tion to the United States either is paid in full or the organization is
declared to be no longer in default. When organizations repay their
indebtedness to the United States in full, and loans made by such organi-
zations have been reported to the General Accounting Office, that Office
shall be apprised of the fact by the Superintendent reporting through

the Area Director, so that it will no longer comsider the original debts
to the organization as debts to the United States.

6.3 Uncollectible Loans. If the Secretary determines that a loan 1s
uncollectible in whole or in part or is collectible only at an unreason-—
able cost or when such actions would in his judgment be in the best

interest of the United States he may cancel, adjust, compromise, or reduce
the amount of any loan or any portion of any loan made from the revolving
loan fund., The Commissioner may adjust, compromise, subordinate or modify
the terms of any mortgage, lease, assignment, contract, agreement or other
document taken as security for such loans. However, the cancellation of all
or part of a loan shall be effective only after the following steps have
been takent

A. The Secretary submits to the Congress a report on adjustments
made during the preceding fiscal year with recommendations for cancella-
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tions for the current fiscal year.

B. Congress by concurrent resolution approves the cancellations
within sixty legislative days after receipt of the report and recommenda-
tions, or

C. Congress does not take action approving or disgpproving the cancel-
lation within sixty legislative days after receipt of the report. (47
Stat. 564, 25 U,5.C. 386a).

For additional information on submitting such requests, see BIAM 47
Supplement 4.
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Form 5-4745
Rev, Dec. 1974

DEPARTMENT OF THE INTERIOR
BUREAU OF INDIAN AFFAIRS (BIA)

REQUEST FOR MANAGEMENT AND/OR TECHNICAL ASSISTANCE

The undersigned anticipates obtaining financing from the Bureau of Indian Affairs
under the provisions of the Indian Financing Act 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 T am not cbligated to reimburse BIA 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 opinion, 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 allclaims arising therefrom against BIA or the individuals providing
those services and agree to hold harmless 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 Coneern) {Telephone Number)

Address Include Z'p Code;

Signature & Title of Party Requesting Assistance Date

Type of Business

Describe briefly nature of problem and reason for reguesting Management or Technical Assistance
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Sample Resolutlon Authorizing Filing of Request for Modification

NOTE: The following sample resolution will require adjustment to meet
the needs of particular enterprises., It is written with the same
assumptions that were made in the case of the resclution in
Illustration 7.

RESOLUTION OF THE TRIBAI COUNCIL OF THE
A Federal Chartered Corporation
COMMENTS : WHEREAS :
In the case of corporations in (1) This corporation is a Federal

Alaska, the Act of May 1, 1936
(25 U.S.C. 473a), should be
cited. In the case of corpora-
tions in Oklahoma, the Act of
June 26, 1936 (25 U.S.C, 503),
should be cited. Section 16 IRA
organizations also will require
changes.

Supp. 2, Release 3, 10/15/75

(2)

(3)

chartered corporation as defined
by the Indian Reorganization Act
of June 18, 1934 (25 U,S.C. 477},
as amended, and

On 19 s the
Commissioner of Indian Affairs
approved an Application and Agree-
ment for the operation of the
Enter-—
prise as authorized by Resolution
of the Council, and

The operations of the enterprise
to date indicate the need for
certain changes in the agreement;
therefore

BE IT RESOLVED THAT THE TRIBAL COUNCIL
OF THIS CORPORATION:

(1}

Authorizes the filing of a Request
for Modification of the Enterprise
Application to provide additional
financing up to $ .
The Council is familiar with pro-~
visions thereof. Of the total
amount authorized, $

will be reimbursable to the corpora-
tion by the enterprise, and

8 will be an invest-
ment in the enterprise,
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In some instances

"Commissioner™ sghould be
changed to "Area Director" or

"Superintendent."

This resolve may not be ad-
visable in the case of some
enterprises where the Council

can meet readily.

Supp. 2, Releage 3,
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(2) -Authorizes and instructs its
chairman or vice-chairman and
gecretary or treasurer, to execute
the Request for Modification and
bind the corporation to the pro-—
visions thereof, In the event
the Commissioner or his authorized
representative approves the same
conditionally, these officers are
authorized to accept such condi-
tions on behalf of the corporation
as in their judgment are warranted,
or to refer acceptance to the
entire council.

{(3) Authorizes and instructs its
chairman or vice—chairman and
secretary or treagurer, to execute
additional Requests for Modifica-
tion and bind the corporation to
the provisions thereof, provided
that the total additional amount
may not exceed $ '
without further authorization from
the Council, and provided further,
that not to exceed §
of this amount will be reimburs-
able to the corporation by the
enterprise, and $ will
be Invested in the enterprise.

CERTIFICATION

I, the undersigned, as secretary of the

a Federal Corporation, hereby certify
that its Tribal Council is composed of
members, of whom )

constituting a quorum, were present at a
meeting thereof duly and regularly called,
noticed, convened, and held this

day of » 19 , and

that the foregoing resolution was duly

adopted at such meeting by the affirma-
tive vote of members.
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Dated this day of s 18

Secretary of the

(A Federal Corporation)

Supp. 2, Release 3, 10/15/75
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REQUEST ¥OR 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 attached hereta, requests that the unpaid balance of

5 on sald contract be transferred to the loan agreement
resulting from its application of s 19 , for an
additional leoan 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 modification will not be effective until after a loan contract result-
ing 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 old notes in full, the old
notes will be returned to the Tribe.

Date Tribe

Attest: By
(Secretary) (Authorized Officer)

Title
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Combination of Organization's Cash Indebtedness to United States into One
Agreement. A Tribe is indebted for $10,000 under contract 123 evidenced
by promissory notes of $5,000 dated August 1, 1967, and $5,000 dated

July 1, 1968, bearing interest at four percent per annum. It is indebted
also for $10,000 under contract 456 evidenced by promissory notes of
$5,000 dated August 15, 1969, and $5,000 dated July 20, 1970, bearing
interest at five percent per annum. Modifications of both loan agreements
are required, supported by authorizing resolutions.

REQUEST FOR MODIFICATION
OF LOAN AGREEMENT

Contract 123 hetween the United States and the Tribe.

The Tribe, as evidenced by a resolution of its Council
adopted at a meeting held » 19 s, certified copy of which

is attached hereto, requests that the unpaid balance of $10,000 on con-
tract 123, as evidenced by promissory notes of August 1, 1967, and July 1,
1968, of $5,000 each, bearing interest at the rate of four percent per
annum, and which are due and payable as shown below, be transferred to
contract 456:

Note of . : Note of
“August 1, 1967 July 1, 1968
Due on or before . Due on or before
August 1, 1973 51,000 August 1, 1976 $2,000
August 1, 1974 2,000 August 1, 1977 3,000
August 1, 1975 2,000

A new promissory note of $10,000 bearing interest at four percent per
annum payable in accordance with the above schedules will be executed

as evidence of the Indebtedness transferred to contract 456, upon
approval of this request for modification. Interest will be paid on the
old notes to the date of execution of the new note, When the new note
is executed, the notes of August 1, 1967, and July 1, 1968, will be
returned to the Tribe.

Date: _ Tribe

Attest: By

(Authorized Officer)

Title
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REQUEST FOR MODIFICATION
OF LOAN AGREEMENT
Contract 456 between the United States and the : Tribe.
The Tribe, as evidenced by a resolution of its Council
adopted at a meeting held s 19 , certified copy of which

is attached hereto, requests that the unpaid balance of $10,000 on
contract 123, evidenced by promissory notes of $5,000 each dated August 1,
1967, and July 1, 1968, bearing interest at the rate of four percent per
annum, be transferred to contract 456. The unpald balance on contract

456 is $10,000 and is evidenced by promissory notes of $5,000 each dated
August 15, 1969, and July 20, 1970, bearing interest at the rate of five
percent per annum, repayable as follows:

Note of Note of
August 15, 1969 July 20, 1970
Due on or before Due on or before
August 1, 1973 $2,500 August 1, 1975 $2,500
August 1, 1974 2,500 August 1, 1976 2,500

When this transfer is approved, the unpaid balance under contract 456
will then be $20,000 and will be evidenced by two promissory notes to be
executed with interest at the rates and with repayment schedules shown
below. Interest on the Notes of August 15, 1969, and July 20, 1970,
will be paid to the date of execution of the new notes. When the new
notes are executed, the promissory notes of August 1, 1967, and July 1,
1968, evidencing the Tribe's indebtedness under contract 123, and of
August 15, 1969, and July 20, 1970, evidencing the indebtedness under
contract 456 will be returned to the Tribe.

Note with Interest at Note with Interest at
4 Percent Per Annum 5 Percent Per Annum
Due on or before Due on or before
August 1, 1973 $1,000 August 1, 1973 $2,500
August 1, 1974 2,000 August 1, 1974 2,500
August 1, 1975 2,000 August 1, 1975 2,500
August 1, 1976 2,000 August 1, 1976 2,500
August 1, 1977 3,000
10,000 10,000

The Tribe will be governed by the provisions of contract 456 in all of

its credit operations, and will be governed by the regulations in

25 CFR 91 in effect as of the date of submittal of this request for
modification, and applicable amendments thereto as they may be promulgated
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by the Secretary from time to time, and instructions of the Commissioner
of Indian Affairs in Part 47 of the Bureau of Indian Affairs Manual, and
applicable amendments thereto and revisions thereof as they may be
issued by the Commissioner from time to time.

Date: Tribe

ATTEST:

By
(Secretary) (Authorized Officer)
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Increase in Amount of Loan and Combination of Indebtedness to United
States into One Agreement. The Tribe indebted under contracts 123 and
456 as shown in Illustration 4 also is using $20,000 of tribal funds
which were advanced from the Treasury in its credit operations. It re-
quests an additional loan of $30,000, and modifications of certain other
provisions of contract 456. Both contracts require modification. The
modifications of contract 123 would be handled as illustrated above, and
contract 456 as follows:

REQUEST FOR MODIFICATION
OF LOAN AGREEMENT

Contract 456 between the United States and the Tribe.
The Tribe, as evidenced by a resolution of its Council
adopted at a meeting held s 19 , certified copy of

which is attached hereto, requestz that contract 456 be modified as
follows:

1. That an additional $30,000 be advanced thereon for relending
to members, which will be repaid in accordance with the
schedule shown below, with interest at the rate of five
percent per annum.,

Repayment Schedule
On or before August 1, 1978 $10,000
August 1, 1979 10,000
August 1, 1980 10,000

1f this request is approved, the Tribe understands that advances on
this additional $30,000 will be made subject to the availability of
funds, contingent upon appropriations by Congress, repayments on
loans previously made by the United States, or from other sources up
to the total of $30,000. In the event the $30,000 is not advanced
within two years from the date of approval of this request for
modification, by reason of the unavallability of funds, failure of
the Tribe to request advances, or for any other reason, the amount
not advanced will be cancelled automatically.

NOTE: In some instances it might be preferable to provide in lieu of
the foregoing:

"That an additional $30,000 be advanced thereon for relending
to members. The interest rate, security, and maturity will be

determined by the Commissioner at the time advances are made."

2, That all the cash indebtedness to the United States be consclidated
under contract 456. The Tribe requests that the unpaid balance of
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$10,000 on contract 123, evidenced by promissory notes of $5,000 each
dated August 1, 1967, and July 1, 1968, bearing interest at the rate
of four percent per annum, be transferred to contract 456.

The unpald balance on contract 456 is $10,000 and is evidenced by
promigsory notes of $5,000 each dated August 15, 1969, and July 20,
1970, bearing interest at the rate of five percent per gnnum, repayable
as follows:

Note of Note of
August 15, 1969 July 20, 1970
Due on or before Due on or before
August 1, 1973 $2,500 August 1, 1975 $2,500
August 1, 1974 2,500 August 1, 1976 2,500

When this transfer is approved, and the advances requested hereunder

are completed, the indebtedness under contract 456 will be $50,000

and will be evidenced by two promissory notes to be executed with
repayment schedules shown below. Interest on the notes of August 15,
1969, and July 20, 1970, will be paid to the date of execution of

the new five percent note. When the new notes are executed the promissory
notes of August 1, 1967, and July 1, 1968, evidencing the Tribe's
indebtedness under contract 123 of July 1, 1967, and August 15, 1968,
evidencing the indebtedness under contract 456, will be returned to

the Tribe.
Note with Interest at Note with Interest at
4 Percent Per Annum 5 Percent Fer Annum
Due on or before Due on or before
August 1, 1973 $2,000 August 1, 1974 $2,500
August 1, 1974 2,000 August 1, 1975 2,500
August 1, 1975 2,000 August. 1, 1976 2,500
August 1, 1976 2,000 August 1, 1977 2,500
August 1, 1977 2,000 August 1, 1978 10,000
August 1, 1979 10,000
August 1, 1980 13,000
10,000 40,000

3. That all credit operations of the Tribe, including the $20,000 of
tribal funds being used in its credit operations, will be governed by
the regulations in 25 CFR 91 in effect as of the date of submittal of
this request for modification, and applicable amendments thereto as
they may be promulgated by the Secretary of the Interior from time
to time, and instructions of the Commissioner of Indian Affairs in
Part 47 of the Bureau of Indian Affairs Manual, and applicable amend—
ments thereto and revisions thereof as they may be issued by the
Commigsioner from time to time.
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4. That all credit operations of the Tribe will be conducted in
accordance with the policies and plans contained in contract 456 and
the revisions thereof requested in Exhibit attached hereto.
In the event there should be any conflict between the provisions of
contract 456 and the revisions attached hereto, the prov131ons of
the revisions will govern.

Date: Tribe

ATTEST:

By

{Authorized Officer)

(Title)

Attachments. Attached to each request for modification should be:

Certified copy of resolution authorizing filing of request for modifica-
tion (see Illustration 4 for sample resolution).

Statement of purposes for which Tribe will make loans (see 3.3B above).
Title provisions of loans made by Tribe (see 3.3I above).

Assignment (see Illustration 9 for sample assignment form and 1.7C and
4.6E above).

Statement regarding fees and liens (see section 27 of Illustration 6).
Statement regarding officers of Tribe (see 3.3D above).
Balance sheet of Tribe (see 1.3F above).

Any changes in the justification included in contract 456 and the justifi-
cation for submittal of the request for modification.
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SAMPLE DECLARATION QF POLICIES AND PLAN OF OPERATION, TRIBAL CREDIT

PROGRAM (Note: The following provisions are for checking purposes only
and will require adjustments to meet the requirements of specific
tribes. Not all of the following provisions will be required in
all cases.)

1. DEFINITIONS

Wherever the following terms are used herein, they will have the
meanings indicated:

(a) '"'SECRETARY" means the Secretary of the Interior.
(b) "COMMISSIONER'" means the Commissioner of Indian Affairs.
(c) "“AREA DIRECTOR" means the officer in charge of the Area Office

of the Bureau of Indian Affairs under which the
Agency is placed for administrative purposes.

(d) "“SUPERINTENDENT" means the Superintendent or other officer in

charge of the Agency.
{(e) TMAGENCY OFFICE" means the headquarters office of the
Agency.
{(f} YTRIBRE" means the Tribe.

(g) "'TRIBAL COUNCIL" means the governing body of the Tribe.

(h) "COMMITTEE" means the Credit Committee appointed in accordance
with section & hereof,

(1) "DECLARATION" means this Declaration of Policies and Plan of
Operation.

(j) "“CREDIT PURPOSES" means loans toc individuals and cooperatives
by the Tribe, and financing of tribal enterprises.

(k) "REHABILITATION LOAN" means a loan to an individual to finance
an enterprise of a gize large encugh to produce an income
sufficient to cover operating and living expenses on a reasonable
standard, and to repay the loan over a reasonable period of time.

2. PURPOSE

The purpose of this Declaration is to establish precedures to govern
all loans by the Tribe. This Declaration will be used by the Committee
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in day-to-day credit operations, and will make possible a minimum of
reference to the Secretary's regulations and instructions of the
Commissioner in the Bureau of Indian Affairs Manual. In some
instances the provisions hereof may depart from the instructions of
the Commissioner contained in the Bureau of Indian Affairs Manual.
Tn all such cases the provisions of this Declaration will govern.

In the case of conflict with the regulations of the Secretary, the
regulations will govern. :

POLICY

It is the policy of the Tribe to consolidate its credit and financing
operations under one system, and to make all loans only under the
procedures herein. Loans heretofore made by the Tribe will not be
disturbed so long as the borrowers adhere to their loan agreements,
but all future loans will be made only as provided herein.

Loans will be made for the purpose of raising the social and economic
status of members of the Tribe to a point where they can look to the
same sources of financing as are looked to by other citizens. Loans
may be made only upon determination that repayments can be made,
based upon accepted credit analyses, and only to those members unable
to obtain financing elsewhere on reasonable terms and conditions.

The Tribe will make only rehabilitation loans except for (a) short-
term, fully secured loans as provided herein, (b) loans to employed
Indians who desire to finance small enterprises to supplement their
wage income, {(c) loans for the purchase or construction of homes and
other buildings, (d) for the purchase or improvement of land, and

(e) for educational purposes.

SCOPE

This Declaration will apply to all revolving funds borrowed from the
United States; to all tribal funds heretofore or hereafter advanced
to the Tribe for credit purposes under authority of 25 CFR 91.20;
and to all other tribal funds used for eredit purposes.

REGULATIONS AND INSTRUCTIONS

All credit activities of the Tribe will he governed by the regulations
in 25 CFR 91 and applicable amendments thereto, and, except as other-
wise provided herein, in accordance with applicable instructions of
the Commissioner contained in Part 47 of the Bureau of Indian Affairs
Manual, and applicable amendments and revisions therecof, as they may
be issued from time to time. The Tribe will also comply with
Regulation Z of the Federal Reserve Board and Fair Credit Reporting
Act whenever applicable to loans made by the Tribe.
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The Tribe will also comply with applicable provisions of the Federal
Disaster Protection Act of 1973, the National Environmental Policy
Act of 1969, Executive Order 11514, and the Act of June 27, 1960,
for preservation of historical and archaeclogical data, as amended
by the Act of May 24, 1974,

6., CREDIT COMMITTEE

All credit activities of the Tribe will be administered by a committee
of three members selected by the Tribal Council from outside its
membership.

(a) Selection. The first three members will be appointed for terms
of one, two, and three years. At the end of the first year,
and each year thereafter, as each term of office expires, the
term of office of the succeeding members will be for three years.
Members will continue to serve until their successors are
appointed.

{b) Members of First Committee. The names, addresses, and terms of
office of the first three members are:

Name Address Term Expires

{c) Record of Appointments. A record of all appeintments to the
Committee will be furnished the Superintendent and Area Director.

(d) Offilcers. After the appointment of the committeemen, and each
vear following the appointment of a member, the members will
select a chairman from among themselves, and a secretary from
within or without the Committee membership. The chairman will
preside at meetings of the Committee. The chairman and secretary
will perform duties customary to thelr offices, In the absence
of the chairman or secretary, the members present will select
a temporary chairman from among themselves, and a temporary
secretary from within or without the Committee membership.

(e} BRecord of Meetings. The secretary will keep, or cause to be
kept, a full and complete record of all meetings, coples of
which will be furnished the Superintendent, Area Director and
Tribal Council.
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(f) Quorum. Two members will constitute a quorum at any meeting.
A uniform vote of at least two members will be required in
order for any action to be effective.

(g) Suspension and Removal. The Tribal Council may suspend a Committee
member for cause. WNotice of such suspension, including a clear
and concise statement of the charges resulting in the suspension,
will be forwarded to the suspended member by registered mail. Such
member will have 30 days from the date of the notice to request
a hearing before the Tribal Council. The hearing will be held
at the next regular or special meeting of the Tribal Council,
after receipt of the request for hearing. The Tribal Council
may remove such member from the comnmittee. The decision of the
Tribal Council will be final.

(h) Vacancies. Vacancles in the membership will be filled by
appointment by the Tribal Council for the unexpired term.

(i) Qualifications of Membhers. The members must have a reputation for
industry, dependability, honesty, and integrity; have had at least
five years of successful experience in the operations of a farm,
ranch, or husiness; be an enrolled member of the Tribe; and at
least years of age.

(1) Restrictions on Membership. No person will be eligible for
membership who has a loan from the tribe that is delinquent or
in default. Members will not be eligible to receive loans frem
the Tribe during the time they are Committee members, unless
their applications are approved by a majority vote of the Tribal
Council and by the Area Director.

(k) Compensation. Compensation of members and the rate of per diem
and mileage ta be pald to them will be determined by the Tribal
Council, and be paid from "local" tribal funds.

(1) Meetings. The Committee will meet when business demands and re-
quires its attention. Meetings may be called by the chairman,
and shall be called by the chairman upon the request in writing
of two members of the committee, or upon request of the
Superintendent, In the event the chairman fails to call a meet-
ing within five days after receipt of a written request, the
other two members or the Superintendent may call a meeting. At
least three days written notice will be given of all meetings,
unless the members unanimously agree to waiver of such notice.
The number of meetings held will be kept to the minimum
necessary to conduct the Tribe's credit business.

Supp. 2, Release 3, 10/15/75



47 BIAM SUPPLEMENT 2 Illustration 6

Page 5 of 22

All meetings will be in executrive session and, with the excep-
tion of employees of the Bureau of Indian Affairs, the secretary
and a clerk to keep records in accordance with subsection (e)

of this section, attendance at meetings will be by invitation
onlty. All voting shall be at meetings, and the applicants or
borrowers will not be permitied to be present at the time of
voting.

(m) Signatures on Actions. The chairman, secretary, or such other
of the members as may be authorized at meetings, will sign such
papers as the Committee may designate for and on its behalf.
All such authorizations will be reflected in the records of the
Committee.

AUTHORTTY AND DUTIES OF CREDIT COMMITTEE

The Committee will have full authority to act for and on behalf of
the Tribe in all phases of its credit operatiens, including the
financing of enterprises, except as provided in section 6(j).

Initial action for the Tribe on all credit matters will be taken by
the Committee, which will either recommend for approval, in whole or
in part, conditionally or unconditicnally, or return the applications
or requests to the applicants or borrowers, with advice as to why the
same cannot he recommended for approval.

It will be the responsibility of the Committee to see that loans are
repaid when due and to do the necessary follow-up with each borrower
to see that they make proper use of funds loaned to them.

The Committee will make a writtem report at least annually regarding
adherence or nconadherence to the plan, which will be filed in the
borrower's loan folder (see section 29 regarding annual inspections).
If it becomes apparent that a borrower will become delinquent, the
Committee will take steps necessary to prevent the delinquency,
either by obtaining payment, by extending the repayment terms, or

by declaring the loan in default and placing it in liquidation.
Advice of the tribal attorney will be requested when any legal action
is contemplated.

The authority as set forth in this section shall not be interpreted
as placing any restrictions on the Committee's authority to act for

and on behalf of the Tribe in any phase of its credit operations.

TECHNICAL ASSTSTANCE

Except loans which are fully secured, those for less than $5,000, and
those made under authority of section 36, applicants will be required
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to submit plans of enterprises for which financing is requested,

in a form satisfactory to the Committee and the approving official.
Plans will be worked out with representatives of Federal or State
agencies, or such persounel of the Bureau of Indian Affairs as may be
designated by the Superintendent, and bear the signature of the
applicant or applicants,

CREDIT OFFICER

The Credit Officer assigned to the Agency will work
in close cooperation with the Committee and assist applicants and
borrowers in the preparation of loan applications and other papers.
He will advise the Committee and applicants and borrowers of con-—
formance or nonconformance to terms and agreements in applications
and other papers, to the regulations of the Secretary, manual in-
structions and supplements thereto of the Commissioner, and the
provisions of this Declaration. He will attend all meetings of the
Committee insofar as practicable, and will advise it of action
necessary. He will be responsible to see that the bookkeeping,
clerical work, records, reports, securing of required forms, filing,
recording, and administrative details necessary for proper operation
of the Tribe's credit program are handled properly. The Tribe shall
furnish assistance necessary to enable him to discharge this function.
He will check on the property purchased with or given as security

for the loan from the Tribe in conjunction with the Committee. He
will arrange with representatives of technical branches for necessary
inspections of property purchased with loans. He will not make tech-
nical inspections or perform functions which properly fall within

the province of other branches of the Bureau. He will be responsible
to see that minutes are kept of meetings of the Committee by the
secretary or a clerk in accordance with section 6(e) and that all
actions and authorizations are adequately reflected in the minutes.
e will not make recommendations to the Committee or the Tribal Council
on loan approval or disapproval action. Such recommendations shall
be to the Superintendent. The Credit Officer will be responsible

for prompt filing or recording of all documents given as security for
loans. He will see that borrowers are motified by the Committee when
payments are in arrears and that these notifications are properly
made a matter of record.

LEGAL ASSISTANCE

The Tribe's attorney wlll handle such legal work as may be necessary
in the enforcement of anvy credit obligations to the Tribe.
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COMPENSATLON OF CREDIT EMPLOYEES

Effective as of , and continuing thereafter while

the Tribe is conducting a credit program, the Tribe will pay for

the services of a Credit Cfficer (salary and expenses) from appro-
priated tribal funds. The Credit Officer pesition will he under

Civil Service and the grade of the position will be determined in
accordance with Civil Service rules and regulations. Necessary
expenses of supplies for the Tribe's credit activities will be
defrayed from ' local” tribal funds. The Tribe will also pay, from
"local' tribal funds, for the services of a tribal clerk—-stencgrapher,
and for such other services as are deemed necessary by the Superinten-
dent and the Committee., All employees paid from "local" tribal

funds to assist in the Tribe's credit operations will be employed
under written contracts executed for and on behalf of the Tribe by

an authorized representative of the Tribhal Council. Coples of such
contracts will be furnished the parties thereto, the Committee, the
Superintendent, and the Area Director. Such contracts will require
approval of the Superintendent before they will be effective.

VETERANS

Wherever possible, the benefits of the loan guaranty or insurance
provisions of the Servicemen's Readjustment Act of 1944, as amended,
will be obtained on loans which the Trihe may make to veterans.

DEPOSITORY

The depository for credit funds of the Tribe will be a National or
State bank or banks. A record of the bank or banks shall be main-
tained at the Agency. The bank or banks selected will be members
of the Federal Deposit Insurance Corporation, and the requirements
of section of the Tribe's charter will be met. Before any
credit funds are deposited in a bank or banks, arrangements satis-—
factory to the Area Director will be made with the bank or banks,
that at any time upon written request of the Superintendent, the
bank will pay over the balance on hand in the Tribe's account or
accounts, or any part thereof, to the Superintendent. The
Superintendent will deposit any such funds in an Indian Money Account
to the credit of the Tribe.

- ADVANCES OF FUNDS TO TRIBE

All advances of revolving funds in accordance with the terms of loan
agreements with the United States, and all advances of tribal funds
to the Tribe from the United States Treasury for credit purposes,
will be made to the treasurer, who will be bonded in an amount and
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and in a manner satisfactory to the Area Director. Any credit
funds of the Tribe now or hereafter on deposit in an Indian Money
Account to the credit of the Tribe for credit purposes may bhe
transferred to the Tribe's hank account upon request of the
treasurer. All funds advanced to the treasurer will be deposited
promptly in the Tribe's bank depository for credit funds in
accordance with section 13 of this Declaration.

15, DISBURSEMENTS

All disbursements from the Tribe's hank account depository

(section 13) will be by check of the bonded tribal treasurer. Ex-
cept as authorized in subsection (a) of this section, the treasurer
may make disbursements only upon receipt of written requests signed
by the chairman, secretary, or such other committee member as may
be authorized by the committee at meetings in accordance with
section 6(m) of this Declaration to sign such requests., The treasurer
will satisfy himself that all such requests were authorized by the
Committee at meetings. Disbursements on leoans will not be made
until the loans have been properly approved in accordance with the
provisions of this Declaration, nor until the loan agreements are
complete and the securing instruments, except on property purchased
with the loan, have been properly filed or recorded in accordance
with section 30Q.

(a) Prepayment uf Expenses. The Committee may give the chairman
or secretary, general authorization to request the treasurer
to disburse credit funds on deposit in the Tribe's bank
account for the purpose of paying filing or recording fees on
securing documents, for payment of insurance premiums, and for
lien searches and other expenses necessary for protection of
the Trihe's interests, and for the prudent operation of its
credit program up to $ . Any such disbursements will
be charged against the borrower, and the Tribe will be reim-—
bursed either from his loan or other funds.

16. REPAYMENTS

Repayments and other receipts on loans made prior to adoption of this
Declaration will be made in accordance with the terms of the loan
agreements. Those made subsequent to adoption of this Declaration
will be made in accordance herewith.  The treasurer will receipt for
repayments on Form 5-4716, which will be prenumbered, and may
authorize any member or officer of the Credit Committee to accept
repayments and issue receipts, provided such member or officer is
bonded to the Tribe in an amount and in a manner satisfactory to the
Area Director. All repayments and other receipts on loans will be
deposited promptly in the Tribe's hank depository. Copies of all
receipts will be furnished the Credit Officer,
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RECORD3, REPORTS, AND AUDITS

Records and accounts will be maintained in a manner and in accordance
with an accounting system prescribed in writing by the Area Director.
Reports will be submitted in accordance with 47 BIAM 1. An annual
audit of the Tribe's credit operations will be made as of June 30
each year and contain such information as the Area Director may
consider essential. Coples of audit reports will be furnished the
Tribal Council, Credit Committee, Superintendent, Area Director,

and Commissioner.

APPROVAL OF LOANS

Applications for loans from individuals and partnerships which are
recommended for approval by the Committee, may be approved by the
Superintendent pursuant to section of Area Office
Redelegation Order , except loans in accordance with
section 6(j). All other applications for loans will be approved by
either the Area Director pursuant to redelegations in 10 BTIAM 3.3F
or the Commissioner in accordance with 230 DM1 (10 BIAM 2.1)}.

RESTRICTIONS ON APPROVAL OF LOANS

Loans will not be approved during the period June 5 through
July 1, each year, except in cases of emergency, nor if they fall
in any one of the following classes:

(a) Undue Risk. Where the loan involves undue risk.
(b) Residence of Applicant. Where the applicant resides outside

the boundaries of the Reservation,
unless the loan is fully secured.

{c) Purchase of Livestock. Where the loan is for the purchase of
livestock, unless the applicant has made adequate provisions
for year-round care of the livestock.

(d) Factual Applications. If the applicant falsifies his applica-
tion or conceals his liabilities.

(e) Purchase of Unrestricted Real Property., Where the loan is for
the purchase of unrestricted real property, unless the applicant
accompanies the application with an up-to-—date abstract of
title showing clear and marketable title, or furnishes a policy
of title insurance satisfactory to the Area Director.

(f) Delinquernt Borrowers. If the applicant is delinquent in repay-
ment of any tribal loan; however, a borrower may request re-
financing of a delinquent loan.
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{(g) Amount of Loan. Where the amount of the lcan is less than
$100.

APPROVAL OF MODIFICATION

Requests for modifications of loan agreements which are recommended
by the Committee, may be approved by the Superintendent pursuant to
section of Area Office Redelegation Order

, except loans in accordance with section 6(j). All other

requests for modifications will be approved by either the Area Director

pursuant to redelegations in 10 BIAM 3.3F or the Commissioner in
accordance with 230 DM 1 (10 BIAM 2.1).

ELIGIBILITY FOR LOANS

Only individual Indians who are members of the Tribe who cannot re-
ceive financing from the same credit institutions serving other
citizens on reasonable terms and conditions, are eligible for loans
from the Tribe. Cooperative associations must be organized pursuant
to the laws of the State of , and the articles

and bylaws must have been approved by the Commissioner. Any tribal
enterprise will be handled in accordance with 47 BIAM 6.

OBJECTIVE OF LOANS

The objectives of loans by the Tribe except those made under
gsection 36 are:

(a) Rehabilitation of Rorrowers. To rehabilitate and promote the
economic development of the borrowers to the end that they

become self-sustaining and independent of assistance from the
Tribe,

(b) Utilization of Resources. To utilize the reservation resources
by tribal members,

(¢} Improvement of Housing.

(d) Education. To assist in obtaining educational and training
opportunities for tribal members.

PRIORITY OF APPLICATIONS

Educational loans, rehabilitation loans, housing lecans, and loans
for the purchase or improvement of land will receive preference in
the order named. Those applicants having the greatest need for
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these types of loans, due consideration being given to soundness,
will receive first consideration. Veterans of all wars will re-

ceive preference over other applicants.

LOAN FROCEDURE

(a) Applications. Applications will be on the forms provided by
the Tribe.

(b) Appraisal. An actual physical appraisal showing the value of
assets of the applicant will be made when such assets are taken
as security. This appraisal may be made by an authorized

Committee representative, and bear the signature of the appraiser.

(c) Farm Plans. A complete farm and conservation practice plan
prepared in a manner satisfactory to the officer approving the
application and farm and home plans will be required on loans
for $5,000 or more, unless the application is fully secured.

(d) Unrestricted Real Property. Applications for the purchase of
real property will be accompanied by an up-to-date abstract
of title or a report of application for title insurance showing
a clear and marketable title and a down payment of at least
five percent of the cost of the property will be required.

(e) Housing Loans. Applications for housing loans will be accom-
panied by:

(1> A plan showing the type, dimensions, floor
area ef the house to be constructed, and an
estimate of the cost of construction. If the
house is to be built by a private contractor,
the plan will be accompanied by specifications
showing the types, qualities, and amounts of
materials to be used, signed by the contractor
and the applicant. The contractor will be
required to agree to permit a committee
representative to Iinspect the construction
from time to time; that payment therefor will
be made on a percentage of completion basis;
and final payment only after the house has
been approved by the borrower and an author-
ized committee representative,

{2) Tn the case of a house to be built on trust or
restricted land, a title status report will be
obtained from the Title and Record Section of
the Bureau of Indian Affairs showing that the
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applicant has title to the land or if the
applicant holds an assignment or lease of the
land upon which the house is to be constructed,

a copy of the instrument will be required. The
same requirement will apply in the case of houses
to be purchased which are locatéed on trust or
restricted land.

(3) A statement, signed by the applicant, stating
what other buildings he owns, and whether those
buildings are located on the land upon which
the proposed house is to be constructed, or om
other land.

(4) In the case of louses to be built on unrestricted
land, evidence of ownership of the land in the
form of a current abstract of title showing a
clear and marketable title, or a pelicy of title
insurance, and a down payment of at least five
percent of the cost of the house will be required.

{5) Home loans for existing construction
on unrestricted land will be
adequately secured and, where practicable, fully
secured. Unless waived by the final approving
officer, loans for the purchase of homes already
constructed will be closed through escrow and a
policy of title insurance will be required.
Applications for purchase of existing homes will
be accompanied by an appraisal report.

House Repair and Improvement Loans. In the case of loans for

house repairs and improvements, the Committee or the approving
officer may require information similar to that required by
section 24(e){1) through (5), before taking actiocn on the
application., If the Improvement is to be made om a house
located on land to which the applicant does not have a clear
title, the loan must be fully secured, or the applicant should
be required to obtain clear title to the land on which the

house is situated before the loan may be approved. If the im-
provements are made on an applicant's unrestricted real
property upon which there is a lien, the applicant must own at
least a twenty percent equity in the value of the property.
The Tribe may, in the discretion of the Committee and the
approving officer, lend the applicant a sufficient amount to
discharge the lien plus the amount of the cost of the proposed
improvements. A first mortgage will be required as security
on all such loans.
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(g) FFA and 4-H Club Loans. Loans may be made to members of FFA
and 4-H Club organizations upon recommendations of the leader
of the chapter or club or a representative of the State
Extension Service.

(h) Credit Ratings. Loans may not be made unless the applicants
and/or their co-signers have maintained good credit ratings, or
if ratings have not been maintained, they must have good
reputations for industry and dependability.

Note: There must be compliance with the Fair Credit
Reporting Act where consumers credit reports
are used or when investigative reports are to be made.

INSURANCE

Fire insurance with a leoss payable clause in favor of the Tribe will
be required on all loans for the construction or purchase of homes
or other buildings, and on all loans in excess of $1,000 for the
repair or improvement of homes and other buildings, and homes or
other buildings given as security for loans. The amount of
insurance, when required, will equal or exceed the unpaid balance
of the loan. Borrowers will be required to agree to obtain and
maintain adequate insurance, and fallure to do so will subject
them to the default penalties of their loan agreements. In the
event a borrower does noi maintain adequate insurance, he will
agree that the Tribe may do so and charge him therefor.

INTEREST

The tribe shall use the same procedures when calculating interest
on educational lecans as is followed by the United States pursuant
to 47 BIAM, SUPPLEMENT 2, 4,3F(5) and (7). The Tribe will use
procedures outlined in 47 BIAM, SUPPLEMENT 4, 1.5, in calculating
interest on loans made for all other purposes.

Semi-annually, on January 1 and July 1 of each year, the Committee
will obtain rates currently charged by both governmental and
commercial lending agencies in at least three towns within a

mile radius of the Reservation and, with
the approval of the Area Director, will make corresponding
adjustments in the Interest rate to be charged on loans made by

the Tribe. However, in setting interest rates the Committe may not,
without regard to the purpose of the loan, set a rate less than the
Tribe is paying on its loan from the United States.
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Interest rates on loans made prior to approval of this Declarationm,
the unpaid balances of which are refinanced or extended, shall be
at the rates set forth herein.

FEES

Fees will be charged on all new loans for physical inspection of
property and security offered for loans, for the preparation of
applications, maintenance of the Tribe's accounting wecords, and
to assist in meeting other expenses, in accordance with the
following schedule:

§25.00 to 250,00 —= 5§ Loan Fee
251.00 to 500,00 ~—- Loan Fee
501.00 to 1,000.00 -—- Loan Fee
1,001.00 to 1,500.00 -— Loan Fee
1,501.00 to 2,000,000 - Loan Fee
2,001.,00 to 3,000.00 — Loan Fee

3,001.00 and over, one (1)} percent of the
total dollars loaned to the nearest dollar
not including the loan fee.

On refinanced loans, fees will be charged
on—the refinanced portion only in accord-
ance with the above Indicated schedule.

Note: Fees are sometimes considered as
interest. Check State regulations for
limits, There must be compliance with
Consumer Credit Cost Disclosure - Federal
Reserve Regulation Z.

DISPOSITION OF PROPERTY

When authorized by the Committee, the chairman, secretary, or such
member of the Committee as may be authorized by the Committee at
meetings, may, with the approval of the Superintendent, release
property purchased with or given as security for loans under the
following conditions:

(a) Plan. When the borrower's plan calls for disposition, and
the proceeds are to be applied as set forth therein.

(b) Repayment or Security. Where the property is sold and the
proceeds are either applied on the loan or are used to
purchase other capital goods which are given as security for
the loan.

Supp. 2, Release 3, 10/15/75



47 BIAM SUPPLEMENT 2 Illustration 6

29.

30.

31.

32.

Page 15 of 22

(c) Exchange. Where the property is exchanged for other suitable
property to be given as security for the loan.

(d) Other. Where the disposition is fjustified, and the loan is
adequately secured without the property to be released.

ANNUAL TINSPECTIONS

An authorized representative of the Committee will make an annual
inspection of each borrower's assets, except that in the case of
fully secured loans which are not delinquent, the Committee may
waive this requirement. All such waivers shall be reflected in
the record of meetings of the Committee in accordance with section
6(e). Each borrower will be notified in writing by the Committee
of the date of inspection 10 days in advance, unless otherwise
agreed upon by the parties involved.

FILING AND RECORDING

All recording or filing costs, including costs of lien searches,
will be at the expense of the borrower. The Tribe may advance
funds necessary for this purpose and charge the borrower there-
for if the borrower does not have funds of his own available.
Securing documents, except assigmments of income from trust land,
will be filed or recorded in accordance with State laws. Assign-
ments of income from trust land may be filed in the Agency Office.
Where security interests in crops are taken as collateral for
loans, new security agreements and financing statements will be
taken as necessary and filing requirements adhered to in accordance
with State laws,

TITLE TQ PROPERTY

Title to property purchased with loans shall be taken in the name
of the borrower, except land, title to which was in a trust or
restricted status prior to purchase, which may, with the approval
of the Area Director, be taken in the name of the United States
in trust for the borrower,

SECURITY

Borrowers with security to offer will be required to give it up to
an amount adequate to protect the loan. Unless other adequate
security is available, the property purchased with the loan will
be mortgaged to the Tribe as security. Lack of security will not
prevent approval of a loan provided the borrower's plan shows
reasonable assurance that it can be repaid, and the applicant's
managerial ability, reputation for industry, and financial
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responsibility are satisfactory.
MATURITY

The maturity of lcans to cooperatives will be determined by the
purposes for which the loans are requested. The maturity of loans
to individuals for the purchase of land, for the purchase or
construction of homes or other buildings, for land improvementsg
and for other items customarily requiring long term financing,
will be scheduled for repayment at the earliest possible date
consistent with each borrower's ability to repay. The maturity of
loans guaranteed or insured under the Servicemen's Readjustment
Act will be in accordance with regulations of the Veterans
Administration. In no event may a loan by the Tribe extend beyond
the maturity of its loan from the United States, until the Tribe
has other funds to permit it to make the loan without jeopardizing
its ability to make prompt repayment of its obligations to the
United States.

LAND PURCHASE LOANS

The Tribe may make loans to individual members for the purchase
of land. Loans for the purchase of land will be approved only to
members who will operate the land themselves. Applications for
loans to purchase heirship lands will receive preference over
applications for locans to purchase other lands.

DELINQUENCIES

The Tribe will follow the policy as loans or installments on loans
become due, of collect, extend, or liquidate. Loans will not be
permitted to remain delinquent for more than 90 days at any
particular time, except loans which have been assigned to the
United States for collection, loans which are in process of
liquidation, and loans on which there are unpaid balances but
which have been charged off on the Tribe's active active accounting
records. The Tribe also agrees that upon written request of the
Area Director, the chairman, or secretary of the Credit Committee
is authorized and instructed to execute for and on behalf of the
Tribe, a specific assigmment of any agreement, note, right, or
security heretofore or hereafter acquired in the Tribe's credit
operations, in favor of the United States. 1In the event of failure
to comply with the provisions of this section at any time, it is
agreed that no further loans will be made until there is compliance
except that the Area Director may authorize the approval of
specific loans in order that borrowers who have demonstrated
industry and good faith may not be penalized because of lack of
industry and good faith on the part of other borrowers.
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SHORT-TERM LOAN PROGRAM

The amount of $ will be deposited in a bank meeting the
requirements for a depository In accordance with section 13 hereof,
in a special account captiomed " Tribal
Short-~Term Loan Program.'" A separate bank account will be used for
short~term loans. This § will be shown on the
credit accounts and balance sheet of the Tribe as an advance to

the Short-Term Loan Program which will be reported as a tribal
enterprise pursuant to 47 BIAM 6. Separate accounting records will
be maintained on the Short-Term Loan Program, on which the

S will be shown as a liability item owing to the
Tribe. Loans may be made from this fund under the conditions set
forth below, Where the provisions of this section conflict with
the provisions of other sections of this Declaration, the
provisions of this section shall govern. Short-term loans usually
are subject to Consumer Credit Cost Disclosure Federal Reserve
Regulation Z.

(a) PForm. Applications will be submitted on the form
attached hereto.

(b) Procedure. Applicaticns will be presented to the
Committee or to Its chalrman or secretary for action.

(¢) Maximum Amount. The maximum amount which may be loaned
to any one borrower or combination of borrowers under this
program is $ .

(d) Security. All loans made under this program will be
fully secured, and assignments of per capita payments
or other distributions of tribal assets, or lease income
which is not due and payable within 12 months of the date
of approval of the application, will not be considered
in determining whether or not a loan is fully secured.
Assignments of income from direct payment leases will
not be accepted as security for short—-term loams.

(e) Approval., Applications recommended for approval by the
Committee or by its chairman or secretary may be finally
approved by the Superintendent, provided the borrower's
total cash indebtedness to the Tribe will not then exceed

$ .

(f) Approval Review., The Committee will review all appli-
cations approved by its chairman or secretary and may
issue Instructions for their guldance. The Committee
may at any time withdraw the authority of its chairman

Supp. 2, Release 3, 10/15/75



47 BIAM SUPPLEMENT 2 Illustration 6

()

(k)
(1)

&)

(k)

(1

(m)

(n)

(o)

(p)

Page 18 of 22

or secretary in accordance with subsection (b) and (e) of this
section and require that all applications be acted upon by the
Committee.

Unconditional Approval. Applications will not be acted upon
conditionally by either the Committee or its officers. Those
which cannot be recommended for approval or disapproval as sub-
mitted, will be returned to the applicants, where applicable,
with Instructions for rewriting.

Maturity. The maturity of loans will not exceed ome year.

Purposes., Loans may be made for support, emergency, or any
other purposes.

Extensions. Extensions of the repayment terms of short—term
loans will not be approved. Failure of any borrower to repay
his short—-term loan in accordance with the terms thereof, will
automatically make such borrower ineligible for further loans
under the Short-Term Loan Program, unless the Area Director
specifically authorizes an exceptlon in the case of a particular
borrower where circumstances beyond his control make it impossi-
ble for him to meet his repayment.

Register of Ineligible Members. A register of members of the
Tribe who are ineligible to receive loans under the Short—Term
Loan Program without specific authorization from the Area
Director, will be maintained by the Tribe.

Refinancing. Short-term loans may be refinanced by another
short—term loan; provided that the repayment terms of the re-
financed portion of the loan are not extended,

Interest. The interest rate on short—term loans will be
percent per annum (see Federal Reserve Regulation Z).

Fees. Borrowers shall be required to pay fees on short-term
loans in accordance with the provisions of section 27 hereof.

Filing. Securing documents on short-term loans will be filed
or recorded in accordance with section 30,

Audits. Audits of the Tribe's credit operations in accordance
with section 17 will include a special section on the status
and collectibility of loans made under the Short-Term Loan
Program.
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(9} Annual Reports., For the purpose of annual reports, the Short-
Term Loan Program will be considered a tribhal enterprise and
the amount invested in the program will be reported on
Form 5-4732 in accordance with 47 BIAM 1, A Form 5-4734 is not
required. A halance sheet and operating statement of the
Short-Term Loan Program will be included as part of the annual
report,

(r) Repayments., Repayments on loans will be made in accordance
with section 16, Interest and other earnings on short-term
loans will be credited to the Short-Term Loan Program bank
account, and may be used only for the purpose of making further
short—term loans, unless the financial condition of the Short-
Term Loan Program is such that earnings can be used for other
purpeses without endangering the soundness of the program, in
which event, upon request of the Committee, the Area Director
may authorize the withdrawal of earnings to be used for other
purposes in specific amounts.
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SHORT-TERM FULLY SECURED Copies required:
LOAN APPLICATION FORM Original for Tribe
Copies for Borrower
Agency and Others as may
be Required

UNITED STATES
DEPARTMENT OF THE INTERIOR
Bureau of Indian Affairs

Tribe

The undersigned, hereafter called I, applies for a loan in the amount of

§ for the purposes indicated on the reverse side hereof, the

amount of which shall be advanced to me by check. I agree to pay a fee

of $ s the amount of which may be deducted from the amount of the

check. T will repay the loan on or before the dates shown on the reverse

gide, with interest at the rate of percent per annum, and will

execute a promissory note as evidence of the indebtedness. I will give

security for the loan as shown on the reverse side, which shall be filed

or recorded at my expense in accordance with the laws of the State of

« If requested by the Tribe or by the Superintendent, I

will give security agreements on crops during the time any portion of

this loan is unpaid, and the securing documents shall be filed at my ex-

pense in accordance with the laws of the State of . As

further security for the loan, I hereby assign to all

income from trust land in which I now have or may in the future acquire

an interest, and any income from any source and funds from any source

accruing to my Indian Money Account at the Agency. I hereby

grant to the Superintendent of the Ageney, full right, power,

and authority to demand, collect, sue or receipt for any of my income

from trust land, and to apply such income, or any of the funds in my Indian

Money Account at the Agency, on my indebtedness to the
Tribe. I hereby appoint the Superintendent as my attorney

to execute such leases on any trust land in which I now have or may in

the future acquire an interest, as the atterney may find necessary to

facilitate repayment of this loan. I hereby give the attorney power to

do everything necessary in the making of such leases as fully as I could

do, and hereby ratify all that the attorney shall lawfully do or cause to

be done under this authority. I understand and agree that in the case of

my death, the assignment of income and power to lease given herewith

shall constitute a claim against trust funds and income superior to that

of my heirs.

Signature(s) and address(es) Signature(s) and address(es)
of witness(es): of applicant(s):
Date

Supp. 2, Release 3, 10/15/75



47 RIAM SUPPLEMENT 2 . I1lustration 6
Page 21 of 22

APPROVAL OF CREDIT COMMITTEE AND COMMITMENT ORDER

The foregoing application is approved, and disbursement of the amount
thereof from the depository for "Short-Term Loans" of the
Tribe by check to the borrower is authorized.

CREDIT COMMITTEE, TRIBE By
(Signature of Authorized Officer)

Date

(Fitle)

APPROVAL. OQF SUPERINTENDENT

I herehy certify that the applicant is eligible for a loan from the

Tribe, that the loan conforms to the regulations of

the Secretary, instructions of the Commissioner, and the approved

"Declaration of Policies and Plan of Operation, Trxibal Credit Program,
Tribe.™

Date

Superintendent

Agency

Amount of loan and purposes:!

Dates of Repayment of loan:
Security offered for loan and value thereof:

Age of applicants, and number of children under age 18:
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Other information to enable sound appraisal of application, including
assets and liahilities, and nature thereof. Any indebtedness to
Tribe will be shown together with purposes
for which such indebtedness was incurred.

Note: A form "Consumer Credit Cost Disclosure — Truth in Lending" should
be attached to all loan agreements to which Regulation Z of the Federal
Reserve Board applies.
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Sample Resolution Authorizing the Filing of an Application

NOTE:

Action on applications and modifications is taken under authority
delegated to the Commissioner in 230 DM 1 (see 10 BIAM 2.1). The
Commissioner's authority has been redelegated to Area Directors
where the indebtedness of the enterprise to the organization does
not exceed $250,000 (see 10 BIAM 3.3F(2)), and to SuperlntendentS'
by Area Directors pursuant to Area Redelegation Orders,

Applications and requests should consist of two main documents: .
{1} the application or request and (2) the guthorizing resoclution.
It is inadvisable to incorporate the prov151ons of the application
or request into the resolution.

Most tribal constitutlons and corporate charters do not require.
approval of a resolution authorizing the filing of an application
for a loan, or a request for modification of a lcan. The applica-—
tion or request requires approval in order to be effective, but
not the authorizing resolution., Most such resolutions would, of
course, be without effect unless action were taken on the applica—
tion or request,

Approval or reccmmendation for approval or disapproval by any
Bureau official should not appear on a resolution unless it is
required by the organization papers of the corporation or tribe...
Approval or recommendation for approval or disapproval is required
on applications and requests for modifications.

The following sample resolution will require adjustment to meet

the needs of particular organizations and enterprises,

Supp. 2, Release 3, 10/15/75 , N
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RESOLUTION OF THE TRIBAL COUNCIL OF THE
A Federal Chartered Corporation

COMMENTS = WHEREAS:
In the case of corporations in (1) This corporation igs a Federal
Alaska, the Act of May 1, 1936 chartered corporation as defined
(25 U.S.C. 473a), should be by the Indian Reorganization Act
cited. In the case of corpor- of June 18, 1934 (25 U.S8.C. 477),
ations in Oklahoma, the Act of as amended, and has authority to
June 26, 1936 (25 U.S.C. 503), conduct business enterprises;
should be cited. If an IRA therefore

section 16 organization 1is

involved, appropriate changes

in wording should be made. BE IT RESOLVED THAT THE TRIBAL COUNCIL
OF THIS CORPORATION:

The "Whereas" clause is written

on the assumption that suffi- (1) Authorizes the filing of an
cient information appears in the Enterprise Application and Agree—
minutes of the meeting of the ment to finance the
Council to justify the resolving
paragraphs. Enterprise of the corporation in
the total amount of
8 . Certified

copy of this resolution shall be
attached to the Application as
Exhibit A. The Council is familiar
with the provisions of said appli-
cation, including Exhibit B, and
agrees to the provisions thereof.
Of the total amount authorized,

$ will be reim-
bursable to the corporation by the
enterprise, and $

will be an Investment in the

enterprise.
This resolve is worded flexibly (2) Authorizes and instructs its
in the event certain of the chairman or vice-chairman and
officers should be absent or secretary or treasurer, to exXecute
unavailable. a contract for management of the

enterprise at a salary not exceeding

Supp. 2, Release 3, 10/15/75
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In the case of most enterprises,
it may be desirable to add:
"Provided, that the management
contract or any modification or
amendment thereof shall not be

Illustration 7
Page 3 of 3

$ per annum.

The terms of any such contract
may be medified or amended by
the designated officers acting
on behalf of this corporation.

effective until approved by the
Commissioner or his authorized
representative.

(3) Authorizes and instructs its
chairman or vice-chairman and
secretary or treasurer, to execute
the Enterprise Application and
Agreement pursuant to Resolve (1),
and to bind the corporation to
the provisions thereof. In the
event the Commissioner or his
authorized representative approves
the gsame conditionally, these
officers are authorized to accept
such conditions on behalf of the
corporation as in their judgment
are warranted, or to refer
acceptance to the entire Council.

CERTIFLCATION

I, the undersigned, as secretary of
the , 8
Federal Corporation, hereby certify
that its Tribal Council is compesed
of members, of whom
conatituting a quorum, were present
at a meeting thereof duly and
regularly called, noticed, convened,
and held this day of R
19 , and that the foregolng rese-
lution was duly adopted at such
meeting by the affirmative vote of
members.,

Dated this day of s 19 .

Secretary of the

(A Federal Corporation)

Supp. 2, Release 3, 10/15/75
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Resolution No. _ of the Governing Body
of the

an Indian Chartered Corporation

WHERFEAS, this organization is an Indian chartered corporation as defined
by the Indian Reorganization Act of June 18, 1934, and under its charter,
constitution, and bylaws has full power and authority to borrow money
under the provisions of section 10 of said Act: Therefore

" BE IT RESOLVED, That-the tribal council of the corporation hereby
authorizes the filing of an application for a loan from the revolving
fund up to the amount of § for the purpose of enabling the cor-
poration to make loans to its members and associations of its members,
and authorizes and instructs its chairman and secretary to: (1) prepare
and execute such application and to offer the following as security:

and (2) to obligate the corporation up to this amount under such conditions
as sald officers may deem proper; and (3) to execute and deliver to the
Secretary of the Interior or his authorized representative such written
instruments as may be required as evidence of any loan made pursuant to

the terms of this resolution.

Certification

I, the undersigned, as Secretary of the corporation,
hereby-certify that the tribal council of the corporation is composed of

members, of whom , constituting a quorum, were present
at a meeting thereof duly and regularly called, noticed, convened, and
held this day of s 19 ; that the foregoing resolution
was duly adopted at such meeting by the affirmative vote of
members,

Dated this day of _- » 19 .

(8GD.)

Secretary

an Indian Chartered Corporation

Supp. 2, Release 3, 10/15/75
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ASSIGNMENTS

The type of assignment an organization gives to the United States as
security for a loan will vary with the purpose for which the loan is
made, authority of the organization to borrow money, and other security
which the organization may give (see 1.3K(9) and 1.9 above). Any assign-
ment must be properly authorized by the governing body of the borrower
and be in accordance with the provisions of its organization papers.

Relending. If the purpose of the loan is to enable the organization to
relend money to its members, ordinarily an "Assignment of Interests in
Relending Program" should be required. This may be on the following form
which is a sample only, and should be adjusted to meet conditions surround-
ing particular loans.

ASSIGNMENT OF INTERESTS IN RELENDING PROGRAM

"As security for the performance of any loan agreement resulting from its
application dated , 19 , and the following indebtedness to
the United States:

the undersigned hereby assigns to the United States all agreements, notes,
rights and securities, other than mortgages of trust or restricted land,
which it has received or shall acquire in connection with loans to its
members or associations of its members, including loans made from tribal
funds. The undersigned grants to the United States full right, power,
and authority in its own name or in the name of the undersigned, to
demand, collect, sue or receipt for the same. Upon written request of
the Area Director, the undersigned agrees to execute specific assignments
of each and every note, right, and security, in terms similar to this
assignment, Failure of the undersigned to execute such specific assign-
ments upon written request of the Area Director within 90 days of the
date of his request shall automatically prevent further loans being made
by the undersigned, and shall subject the undersigned to the default
penalties prescribed by 25 CFR 91.15 and 91.20 unless otherwise
authorized by the Area Director."

Enterprises. If the purpose of the loan is to finance an enterprise,
ordinarily an "Assignment of Interests in Enterprise" should be required.
This may be either a separate document or may be combined with the
"Assignment of Interests in Relending Program" form if the organization
is also conducting relending operations. The wording shown below is
suggestive only, and will require adaptation to the needs of a particular
enterprise.

Supp. 2, Release 3, 10/15/75
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ASSIGNMENT OF INTERESTS IN ENTERPRISE

"As security for the performance of any loan agreement resulting from
its application dated ., 19 » and the follewing indebtedness
to the United States:’

the- under51gned hereby assigns to the United States all net assets of
its - Enterprise, and all income which is now
or may in the future become due to the undersigned from the operation of
sald Enterprise. The undersigned hereby grants to the United States
full. right, power, and authority in its own name or in the name of the
undersigned to demand, collect, sue, or receipt for said income, and
agrees to execute such specific assignments of income of the Enterprise
- as may be requested from time to time by the Area Director."

Assignment of Income. If a loan is not otherwise adequately secured,

and if the organizatlon has income accruing to it from some source, an
"Assignment of Income" ordinarily should be required. Such assignments
ordinarily should cover income from specific sources only, and should

be effective only in the event of default. General assignments of an
organization's income usually should be avoided because it may result in
an organization experiencing difficulty in obtaining financing from a
private source at a later date. For example, if an organization gave
the United States a general assignment of income, any assigmment to
secure a loan from a private lender would have to show that the rights of
the private lender were subordinate to those of the United States. An
assignment of specific income may be either a separate document, or may
be combined with an "Assignment of Interests in Relending Program' if
the organization is also conducting relending operations. The wording
below.is suggestive only, and will require adaptation to the needs of a
particular-enterprise.

. ASSTGNMENT OF SPECIFIC INCOME

"As security for the performance of any loan agreement resulting from dits
application dated s 19 , and the following indebtedness
to the United States:

The undersigned hereby assigns to the United States income from the
following source which is now or may in the future become due to the
undersigned:

The undersigned hereby grants to the United States full right, power, and
authority in its own name or in the name of the undersigned to demand,
collect, sue or receipt for said income, and agrees to execute such

Supp. 2, Release 3, 10/15/75
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specific assignments of income as may be requested from time to time
by the Area Director; provided that this assignment of income shall
be effective only upon default in said loan agreement or agreements.'

Supp. 2, Release 3, 10/15/75
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Sample Contract for Management and Operation of an Enterprise by a

Federal Corporation

NOTE:

The following sample contract is furnished for the purposes of

illugtration only, and will require adjustment to meet the needs

of particular organizations and enterprises.

All management

contracts will be checked by the offices of the respective Field

Solicitors prior to approval or prior to submittal to the Com-

missioner, Area Director, or Superintendent for action.

It is

not possible to foresee the requirements of all enterprises.
The comments hereln conseguently are incomplete.

COMMENTS :

In the case of some enterprises

it may be degirable to change the

preamble to: '"THIS AGREEMENT,
made the dates shown opposite
the signatures below, which
shall not be effective until

s 19 , hor

until this contract is approved

by the Commissioner of Indian

. Affairs or his authorized

representative, by and between
* % ¥, Tn the case of corp-
orations in Alaska, the Act of
May 1, 1936 (25 U.8.C. 473a),
should be cited, and in the
cage of corporations in
Oklahoma, the Act of June 26,
1936 (25 U.8.C. 503), should
be cilted., In the case of
Section 16 TRA organizations
appropriate changes should be
made.

10/15/75

THTS AGREEMENT, made the dates shown
opposite the signatures below, by and
between the , a
corporation chartered under section
17 of the Act of June 18, 1934 (25
U.8.C. 477}, as amended, acting
through itg Tribal Council as evi-
denced by Resolution No.

adopted s, 19 s

certified copy of which is attached

hereto, and of
WITNESSETH:

THAT, for and in consideration of
the payments tc be made, services to
be performed, and rights and privi-
leges granted by the respective
parties hereto, it is mutuslly
understood and agreed as follows:
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If the enterprise is operated
off the reservation, it may be
desirable to add: "or under
which the enterprise is placed
for administrative purposes.”
In thoge Areas where the
services of a Superintendent
are not available, the Area
Director will perform the
Tfunetions of the Superintendent,
and reference to the Superin-
tendent should be omitted.

10/15/75
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DEFINITIONS, Wherever used here-
in, the following terms shall
have the meanings indicated.

(a) "COMMISSIONER" means the
Commissioner of Indian Affalirs,
except where used in section 22.

(b) "AREA DIRECTOR" means the
Area Director or officer in
charge of the Area Office at

of the
Bureau of Indian Affairs, or
his successor in office,

{(¢c) "SUPERINTENDENT" means the
officer in charge of the reser-
vation on which the enterprise

is operated.

(4) "CORPORATION" means the
corporatlon shown in the
preamble.

(e) "GOUNCIL" means the govern-
ing body of the corporation,

(£) '"MANAGER" means
mentioned in the preamble,

(2)

"ENTERPRISE" means the
of the

corporation.
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This section is unnecessary if
the operation of a new enter-
prise is being undertaken.

The wording of this section
must not confliet with the
plan of operation or with the
provigions of the constitution,
bylaws, or charter of the
organization, The aubthority
of the manager to cbligate the
enterprise or the organization
needs particularly careful con-
sideration. Some organization
papers place limitations upon
the amounts of contracts which
may be entered into without
approval of the Commissioner.

The wording of this section
will be determined by the
nature of the enterprise. In
gome instances, it would not

he advisable to give the
manager exclusive custody of
the property. In some cases,
it may be desgirable %o give the
Council or Superintendent
authority to require the
manager to furnish an inventory
upon request. In other:

Supp. 2, Release 3, 10/15/75
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PRTOR CONTRACTS. This contract,
when it becomes effective, will
supersede and replace any prior
agreement between the parties
hereto, expressed or lmplied.

MANAGEMENT AWD OPERATION, The
manager will manage and operate
the enterprise in an economic
and efficient manner, in
accordance with law and the pro-
vigions of Enterprise Applica-
tion and Agreement CF No.

TE No. and any modifi-
cations thereof. The manager
acknowledges receipt of a copy
of said agreement by his signa-
ture attached hereto. A copy
of future modifications will be
furnished the manager by the
Superintendent. The manager
agrees that he may not enter into
any contract nor obligate the
enterprise or the corporation
for indebtedness except as
specifically authorized in
Exhibit B of said agreement.
The manager agrees that he will
not claim unfamiliarity with
such agreement or modifications
thereof as reason for non-
adherence thereto.

INVENTORY. By signature affixed
hereto the manager acknowledges
receipt of the property of the
enterprise in the inventory,
copy of which is attached, con-
gisting of - typewritten
pages. Said inventory will be
the basis from which to start
accounting for the property of
the enterprise. The manager
ghall have, during the periocd
of this contract, exclusive
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instances, Exhibit "B" of the
Enterprise Application and
Agreement may provide: 'Upon
request of the Superintendent
the Council will require the
manager to take an inventory
in accordance with section 4 of
his contract, and furnish the
Superintendent with three
copies." This section would
then be worded accordingly.
Any authority given the
Superintendent or other
official of the Bureau of
Indian Affairs should be used
sparingly. Ordinarily, action
should be taken by the Counecil,
and action of Bureau officials
ghould be through the Council.

In the case of some organizations,

it might be desirable to add
"and the Superintendent."

Supp. 2, Release 3, 10/15/75
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custody of such property and
acquisitions thereto purchased
in accordance with section 5.
Such property may be used only
in the operation of the enter-
prise. Annual budgets approved
in accordance with section 5
will provide funds to enable the
manager to maintain the property
in practically the same condi-
tion and state of repair as when
it was turned over to him.

Upon termination of this
contract pursuant to section 20,
or upoh reguest of the Council,
the manager will have a similar
inventory compiled and furnish
the Council with four copies.
The inventory will show:

(a) All property turned over
to the manager.

{b) All dispositions made of
such property.

{e¢) All acquisitions.

(d) All property in inventory
as of the date of compilation of
the inventory.

After the first inventory, sub-
sequent inventories may start
with the property shown in (d)
of the previous inventory.

The manager will be responsible
for any shoritages in inventory
unless such shortages are
accounted for in a manner
satlsfactory to the Council.
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Tt may be advisable fo provide 5.
that the manager will furnish

an operating statement for the
accounting period, in order-
that the Council may have some
basis upon which to analyze the
propogsed budget, It may also

be desirable to provide for
approvael. of the budget by the
Superintendent or Area Iirector
in addition to the Council, before
it will be effective, This
ordinarily is desirable where
loans from the United States are
involved. This may not be nec-
esgary in other cases. In still
other cases, the requirement of
approval of the budget by a
Bureau official may be desirable
only in the event the enter-
prise did not produce a net:
income during the accounting
period.

If any provisionsg are necessary 6.
regarding automobile liability
coverage, employee liability
coverage as required by State

laws, ete., they should be

covered in this section.

In some cases 1t may be neces-
sary to give the SBuperintendent
or Area Director authority to
prescribe The amcount and type
of insurance the manager should
obtain., In most instances, .
however, instruction of a -
Bureau ofificial should be to
the Council which, in turn,
wowld instruct the enterprise
manager.

10/15/75
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BUDGETS. -Each year not later
than -, Tthe
manager will prepare a budget
for presentation to the Council
showing:

(a) Estimated expenditures from
last previous budget.

{b) Actual expenditures under
last previous budget.

(¢) Estimated expenditures for
the ensuing year.

(a)

Upon approval by the Council,
the budget will constitute the
menager's authority to make
disbursements thereunder.

Capital investment items.

TNSURAWNCE, The manager will
keep all property of the enter-
prise, including properties
leased from other parties,
protected by adequate insurance
against loss by fire or from
other hazards, including busi-
ness interruptions. The amount
and type of insurance and the
company or companies writing

the insurance shall be satis-
factory to the Council (and Area
Director or Superintendent). In
the event the Council does not
believe that the manager has
adequate insuranhce coverage, it
may instruct the manager to
cbtaln additicnal insurance, and
the manager will comply with
such insgtructions.
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In some instances it may be
desirable to include a provi-
sion that the acceunting system
be satisfactory to the Area
Director.

Supp. 2, Release 3, 10/15/75
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ACCOUNTING. The manager will be
responsible for maintaining, or
causing to be maintained, full
and complete accounting and other
records of the operations of the
enterprise. A halance-~gheet type
audit will be made at the close
of the fiscal year by a certified
public accountant or licensed
accountant, which will include
operating (profit and loss) and
financial statements. Any
accounting for capital invest-
ment expenditures will be made
separately from expense of
operation.

Copies of all audits will be
furnished the Council, Superin-
tendent, Area Director, and
Commissioner., One copy will be
retained by the manager.

The records and accounts of *the
enterprise will be aveilsble at
all reasonable times for
inspection and examination by
authorized officers of the
corporation, the Superintendent,
Area Director, or Commissioner,
and such other parties as the
Council may designate. The
Council may require special
examinations to be made at any
time.

Trial balances will be furnished
the Council, Superintendent, and
Area Director within 10 days of

the close of each calendar month.

Reports will be made
a8 requested in writing by the
Council, Buperintendent, or Area
Director.
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In some instances it may be
desirable to give the Superin-
tendent or Area Director
authority to reguire the
manager to furnish information
on the wage or salary paid any
employee and to instruct the
manager regarding equitable
adjustments. Ordinarily, how-
ever, Buresu employees should
work through the Council.

10.
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EMPLOYMENT. The manager will be
responsible for selection of all
employees of the enterprise,
including bookkeeping and clerical
assistants., He will employ mem-
bers of the corporation wherever
possible in the operation of the
enterprise, consistent with his
regponsibilities under section 3
hereof. The manager will have

the right to discharge unsatis-
factory employees regardless of
whether cr not they are members

of the corporation. The manager
will discharge from employment
any person or persons not members
of’ the corporation, whose presence
on the reservaticn is declared
undesirable by resolution of the
Council.

The manager will pay not less than
"going" wages and salaries for all
Tabor and other employees of the
enterprise. The Council may
require the manager to furnish
full information regarding the
wage or salsry paid to any
employee, in order that the
Council may determine whether

the wage or salary is excessive

or insufficient. The Council may
instruct the manager to make
adjustments it considers equitable.
In the event the manager does nob
agree with the Council, appeals
may be taken pursuant to section
10.

APPEATS, The Council may require
the manager to submit all matters
of dispute with members of the
Corporation to it for decision.
In the event the Council upholds
the decision of the manager, its
action shall be final. In the
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event of disagreement between the
manager and the Council, the matter
may be referred by either the
manzager or the Council to the
Superintendent for decisicn. The
Superintendent's decision will be
final and binding upon both parties
unless appeal is taken by either
party within ten (10) days of
receipt of the decision of the
Superintendent to the Area Direc-
tor. The Area Director's decision
wilil be final and binding upon
both parties unless appeal is
taken by either party within ten
(10) days of receipt of the
decision of the Area Director to
the Commissioner. The decision

of the Commissicner will be final
and binding upon both parties
unless appeal is taken by either
party within ten (10) days of
receipt of the decision to the
Secretary of the Interior. The
decislon of the Secretary of the
Interior will be final and binding
upon both parties.

Decisions of the Superintendent
may be transmitted to the manager
and Council by registered or
certified mail, return receipt
requested, or handed to the
parties and a receipt taken there-
for. All decisions of the Area
Director, Commissioner, or Secre-
tary will be transmitted to the
party making the appeal, with
copy to the other party, by
registered or certified mail,
return receipt required.

Appesls to the Aresa Director will
be transmitted through the Super-
intendent. Appeals to the Com-
missioner will be transmitted
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11.

If depository provisions are
included in the Agreement, it
may not be necesgsary to repeat
them in the management contract.

The provision to permit the
Superintendent to withdraw
funds may not be advisable in
gome instances. Consideration
should be given to placing this
responsibility upon the bonded
treasurer of the corporation.

In gome instances 1t may be
desirable to restrict the
amount on deposit to that
insured by the Federal Deposit
Insurance Corporation.

In some instances it may be
degirable to include a provision
to permit the Superintendent or
Ares Director Lo reguire the
manager to furnish a statement,
although ordinarily Bureau
officials should work through
the Council. The Agreement
may contain a provision that:
"Upon request of the Superin-
tendent, the Council will
require the manager to furnish

Supp. 2, Release 3, 10/15/75
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through the Superintendent and
Area Director. Appeals to the
Secretary will be transmitted
through the Superintendent, Area
Director, and Commisgioner.

PINANCING. The corporation will
furnish funds for operating the
enterprise, and for capital invest-
ment, in acdcordance with Agreement
CF No. TE No. , and
budgets approved pursuant to
section 5.

(a) Depository. The manager may
open an account or accounts with
any Nationmal or State bank that is
a member of the Federal Deposit
Insurance Corporation in the name
of the enterprise. Arrangements
will be made for the Superintendent
to withdraw the funds at any time
and place them in an Indian Money
Account to the credit of the
enterprise.

(b) Disbursements. The manager
may make disbursements from the
bank account or accounts in
accordance wlith Agreement CF¥

o, , Il No. , and
budgets approved pursuant to
gection 5, over his signature as
manager. All disbursements for
the account of the enterprise will
be by check, except where local
custom or practice requires the
disbursement to be made in cash,
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full information regarding all
checks igsued to himgelf for
the purpose of making cash
disbursements: accounting for
such funde; and the amount on
deposit in the bank account or
accounts of the enterprise; and
will require the manager to trans-
fer funds from the bank account
of the enterprise to an IM
account of the enterprise.”

10/15/75
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and, where the amount involved is
not more than $ , in
which case the manager may issuve
8 check in favor of himselfl and
make cash disbursements there-
from. The manager will furnish
a statement to the Council at
such times as the Council may
require, showing the date, nuwmber,
and amount of all checks issued
to himself in order to obtain
cash, and account for all dis-
bursements in a manner satisfac-
tory to the Council.

(c} Responsibility. The manager
will be responsible under his bond
for proper accounting for all
funds received by him.

(d) Receipts. All money receipts
of the enterprise will be deposited
in the bank depository intact.

(e) Council's Authority. The
Council may require the manager
at any time to furnish full
information on the amount on
deposit in a bank account or
accounts to the credit of the
enterprise, and may require the
manager at any time to transfer
the funds from the bank account
or accounts of the enterprise to
an Indian Money Account of the
enterprise.

COMPENSATION. The maneager will
receive a galary of
dollars ($ ) per annum,

which may be paid in monthly
installments, plus a bonus of

percent of net earnings
of the enterprise. The net earn-
ings will be determined by audit
in accordance with section 7.
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In some instances it may bhe
desirable to require that any
authorizaiion above the speci-
fied amount also be approved by
the Superintendent or Area
Director in addition to the
Counecil.
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For the purposes of this section
only, "net earnings" shall mean
the net earnings bef'ore psyment
of the manager's bocnus,

EXPENSES OF MANAGER. The manager
will be entitled to reimbursement
Tor travel and incidental expenhses
incurred by him in the operaticn
and management of the enterprise.
The total may not exceed the
amount get forth annually in
approved budgets pursuant to
section 5.

All expenses, with the exception
of transportation costs, i.e.,
airplane, railroad, pullman,
boat, or bus fare, will be paid
Trom personal funds of the mans-
ger, and written claims for
reimbursement will be made after
such expenses have been incurred.
Transportetion coste may be paid
by the manager from his personal
funds and written clajim for
reimbursement made, or may be
raid by check on the bank account
or accounts of the enterprise.

Ixpenses, exclusive of transporta-
tion costs, may not exceed

$ per day, without
Turther specific authorization
from the Council,

The manager may use his personally-
owned automobile in connection with
the management and operation of the
enterprise, and submit claims for
reimburgement on the basgis of

cents ( ¢ per mile). All
claims for reimbursement will indi-
cate the necessity for incurring
the expense.
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In some ingtances 1t may be
desirable to include a provision
to permit the Superintendent orx
Ares Director to instruct the
manager to increase or decrease
the smount of any bond, or
require the manasger to bond

any employee in addition to the
Councll requirement. Ordinarily
Bureau. officials should work
through the Council, The Agree-
ment could contain a provision
that: "Upon request of the
Superintendent, the Council will
issue instructiont To the managex
regarding procurement of bonds,
which the Buperintendent congiders
necessary to protect the
corporation.”

10/15/75
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BONDS., The manager will be Dbonded
in the amcunt of dellars
($ ) to protect the corp-

oration against loss by reason of
any act or acts of fraud, dis-
honesty, forgery, embezzlement,
wrongful abstraction, or willful
misapplication of funds on the
part of the manager. The manager
may, in writing, authorize any
employee of the enterprise to
handle funds, but only while there
is maintained a bond in an amount
to be determined by the manager to
be sufficient to indemnify the
corporation against financial

loss by reason of any act or acts
of fraud, dishonesty, forgery,
embezzlement, wrongful abstraction,
or willful misapplication of funds
on the part of such employee. The
manager will not authorize anyone
to handle funds unless he is
bonded. 1If the manager should do
50, such person is the manager's
agent and the manager will be
liable under his bond.

The Council may, in writing,
instruct the manager to increase
or decrease the amount for which
any employee is bonded, and may
also require the manager to bond
any employee in such amount and
in such manner as it may instruct
in writing.
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In some instances it may be
advigable to include a pro-
vigion belfore the last sentence
that "if the Council does not
make arrangements for temporary
management within _ days, the
Superintendent or Area Director
may appoint a temporary manager
to operate the enterprise until
guch time ss the Council takes
necessary action to cope with
the emergency."

Supp. 2, Release 3, 10/15/75
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Illustration 10
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The managey and all employees

who are required %o be bonded
will be bonded to the corpora-
tion. All such bonds will be
with a surety company on the
approved 1list of the United
g8tates Treasury. The cost of

all such bonds will be considered
an operatbing expense of the enter-
prise. All bonds will be deposited
in a place of safekeeping.

LIQUIDATED DAMAGES AND TEMPCRARY
MABAGEMENT. In order to provide
protection for the corporation,

the manager covenants and agrees

to pay to the corporation within
thirty (30) days after due demand,
the sum of dollars

(% } a day lawful money
of the United States, as liguidated
damages for each day the enterprise
shall be wholly or partially
inoperative because of the mis-
feasance, malfeasance, or non-
fegsance or other neglect on the
part of the manager, provided that
the manager shall not be liable
hereunder in the event of his death,
nor after the date of his death.

In the event the manager is unable
to act for a period of longer than
five days, due to his death,
disability, or for any other reason
except leave taken pursuant to
section 16, the Council, Superin-
tendent, or Area Director may
declare that an emergency exists,
in which-event the Council shall
make arrangements for temporary
menagement, subject to approval

of the Area Director. The manager
will not be responsible for losses
incurred during & period of
temporary management.
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IEAVE,, The manager will be
allowed twenty (20) days of
vacation time with pay annually
based on the fiscal year of the
enterprise provided such vacation
time may be taken only when the
business of the enbterprise
warrants. Vacation in excess of
ten (10) days at one time must be
approved in advance by the Council.
The manager will also be allowed
sick leave up to fifteen (15) days
annually with pay based on the
Tiscal year of the enterprise,
provided any sick leave taken in
excess of five (5) days at one
time will be accompanied by a
physician's statement that the
manager was unable to work during
the leave period. Vacation time
and sick leave not taken in one
Tiscal year may be carried over
to the next fiscal year, pro-
vided that the total accumulated
vacation time or sick leave which
may be carried over from one
fiscal year to another may not
exceed sixty (60) days of each.
The manager mgy be paid for any
accumuilated vacation time at the
time of termination of %his
contract, but not to exceed

sixty (60) days, at the rate pro-
vided by section 12, execlusive of
any bonus provisions. Any sick
leave at the time of termination
of this contract will be forfeited.

The fact that the manager may be
on vacation or sick leave at any
time shall not relieve him of his
responsibility for management and
operation of the enterprise under
the terms of this contract.
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If, in the preamble, approval 18,
of the contract is regquired,
there should be an additional
provision in this section

that: "% % % provided that
before any modification or
amendment will be effective, the
approvel. of the Commigsioner or
his authorized representative

ig required.”

The organization papers of the 19.
corporation should be checked

to determine whether a

"continuing" type of contract

is permissible. In some cases,

it will be necessary to cover

a specified period of time.

20.

If, in the preamble, approval

of the Commissioner was

required, there should be an
additional provision in this
gection that: "subject to
approval of the Commisgioner

or his authorized representative.”

If, in the preamble, approval of
the Commissioner, Area Director,
or Superintendent was required,

the authority of the Council to

terminate the coatract should be
subject to approval of the

10/15/75
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FULL TIME, The manager will devote
hig full time to the management and
operation of the enterprise and will
not engage in other activities which
would interfere with the proper con-
duet of the business of the enter-
prise.

MODIFICATION, The terms of this con-
tract may be modified or amended by
mutual consent of the parties hereto,
in writing.

PERTOD, The period of this contract
shall be from the effective date as
set forth in the preamble, until
gsuch time ag it is terminated pur-
suant to section 20.

TERMINATION, This contract may be
terminated in any one of the follow-
ing ways:

(a) Mutual Agreement. By mutual
agreement, in writing, of the
parties hereto.

(b) By Tribal Council. The Council
may terminate this contract at any
time by giving the manager

days ( days) notice in writing.
The manager will render an account-
ing for all funds and for all
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Commissioner. In the case of
some enterprises it may also be
degirable for the Commissioner

to be given authority to terminate

the contract although ordinarily
this would only be done with the
congent of the Council. In this
event, the first part of the
first sentence could read:

"The Council, with the approval
of the Commissicner, or the
Commissioner, may terminate

this contract at any time by
giving ¥ * ¥," 1In some cages,
the Bureauw official may be the
Ares, Director or Superintendent.

In the case of gome enterprises,
it may be advisable to change the
first part to read: "The Commis-
sioner may terminate this
contract at any time without
prior notice to the manager,

for misfeasance, malfeasance,

or nonfeasance on the part of
the manager, or for other

cause which, in the opinion of
the Commissioner is serious
encough to make immediate
termination necessary. 1In the
event such action is taken by
the Commissioner, the Council
will make * * *,°

Supp- 2, Release 3, 10/15/75
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enterprise property in accordance
with section 4. Such accounts
shall be at the expense of the
corporation. The manager will

be entitled to reimbursement for
expenges incurred pursuant to
section 4, salary and bonus pur-
suant to section 12, and payment
for accumulated vacation time
pursuant to section 16.

(¢) Misfeasance, Malfeagance and
Nonfeagsance. The Council may
terminate this contract at any
time, without prior notice to the
manager, for misfeasance, maifea-
sance, or nonfeasance on the part
of the manager, or for other cause

which, in the opinion of the Council,

is serious enough to make immediate
termination necessary. 1In the
event guch action is taken by the
Council, i1t will make arrangements
for an immediate sudit of the
records of the enterprise, and the
manager will make a full accounting
for all Tunds and property of the
enterprise. The audit and account-
ing will be at the expense of the
enterprise, The manager will be
entitled to reimbursement for
expenses incurred pursuant to
gection 13, salary to the date of
termination pursuant to section 12,
and payment for accumulated wvaca-
tion time pursvant to section 16..
The menager will forfeit any clainm
for bonus under section 12 for the
particular fiscal year in which the
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In the last sentence, 1t may
be desirable, in some insbances,
to change this provision to
read: "The Council will make
arrangements for an immediate
audit of the records coif the
enterprise, and s full
accounting for the funds and
property of the enterprise
will be made in accordance
with the instructions of the
Commissioner. Copies will be
furnisheéd the manager's
executor, administrator, or
assigns." In some ingtances
"Commissioner" should be Area
Director or Superintendent.

If, in the preamble, approval
of the contract is required,
the manager should also be
required to give notice to the
Commissioner (or Superintendent
or Area Director) as well as to
the Council,

Supp. 2, Release 3, 10/15/75
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termination occurs hereunder.
Payment of any sort to the
manager may be withheld until
the audit is completed, and full
accounting is made for all funds
and property of the enterprise.

(d) Death. The death of the
manager will terminate both his
duty to render further managerial
services and the duty of the
corporation to make further pay-
ments therefor, except in settle-
ment of obligations theretofore
accrued under this contract.

A1l such payments by the corp-
oration will be made to the
manager's execubor, adminis-
trator, or assgigns. A full and
complete audit and accounting

for the funds and property of the
enterprise will be made in accord-
ance with instructions of the
Council, copieg of which will be
furnished the manager's executor,
administrator, or assigns.

(e) By Manager. The manager
may terminate this contract at
any vime by giving the Counecil
days ( days) notice
in writing. If the manager
requests termination at any time
other than the close of a fiscal
year, an audit and complete
accounting for all funds and
property of the enterprise will
be made, and the manager will
bear the expense of the audit.
If the manager requests termina-
tion at any time other than the
close of the fiscal year, he will
also forfelt any claim for bhonus
under section 12 for the particu-
lar fiscal year in which
termination occurs hereunder,
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In some cases, 1t may be
degirable to provide that
funds of the enterprise will
be returned to the Superin-
tendent for deposit in an
Indian Money Account.

Supp. 2, Release 3, 10/15/75
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Illastration 10
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and payment for any accumulated
vacatlon time pursuant to
section 16.

RETURN OF PROPERTY. In the
event of termination of this
contract in any manner, or in
the event it is necessary to
arrange for temporary management
pursuant to section 15, the
manager will surrender all funds
and property of the enterprise
to the Council. The funds of
the enterprise will then be
handled by the bonded treagurer
of the corporation until other
arrangements for management of
the enterprise are made. The
property surrendered shall be

in as good condition and repair
as when it was received by the
manager, due allowances being
made for damage by the elements
and reasonable wear and tear.
Allowance also will be made in
the event funds have not been
Turnished the manager to maintain
and repair the property of the
enterprise.

MISCELLANECUS.

(&) No member of or delegate to
Congress or resident Commissioner,
alfter his election or appcintment,
either before or after he is quali-
Tied, and during his continuance
in office, and no officer, agent,
or employee of the Department of
the Interior shall be admitted

to any share or part of this
contract or derive any benefits
therefrom, The foregoing pro-
hibition shall not apply, however,
to contracts entered into by the
manager on behalf of the enter-
Prise with any corporation for
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the general benefit of such
corporation, in which such mem-
ber of or delegate to Congress,
regident Commissioner, officer,
agent or employee of the
Department of the Interior is
a. shareholder,

(b) The manager shall not,
without specific approval of
the Council, transact business
on behalf of the enterprise with
any corporation, Joint-stock,
company, or association, or
other firm or partnership, or
other business entity of which
he is an officer, agent, or
member, or in the contracts or
pecuniary benefits of which he
is directly or indirectly
interested.

(e) The manager shall not
contract with any person or
corporation for the hiring out
of the labor of any prisoners
confined for a violation of any
of the laws of the United States.

CONFLICT, $Should any provisions
of this contract be found in
confliet with the provisions of
any approved enterprise applica-
tion and agreement for financing
the enterprise, including modi-
fications thereof, the provisions
of the application and agreement
will apply, and such conflicting
provisions will not invalidate
the remaining provisions of this
contract.
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IN WITNESS WHEREQF, the parties
hereto gubscribe their names
and aifix their seals the day
and year indicated opposite
their gignatures:

(Corporation)

By

(Authorized Officer)

(Title)

(Date)

{(Signature of Manager)

(Date)

10/15/75
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APPROVED:

{Commissioner of Indian Affairs)
or
(Area Director)
or
{Superintendent)

{Date)
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CF No.

Ellustration 11
SUBSIDIARY LOAN CARD
Lender

Contract No.

BORROWER Enrollment No.
SPOUSE Enrollment No.
ADDRESS
PURPOSE SECURITY
LOAN RECORD
LOAN DATE NOTE MEGE TERMS OF NOTE:

COMMITMENT | COMMITTED | DATE DATE

MODIFICATIONS
DATE DLD BALANCE NEW ADVANCE PURPOSE NEW TERMS
MORTGAGE FILED MORTGAGE RELEASED
INSURANCE EFFECTIVE DATE EXPIRATION DATE RENEWED
MGMT. & TECH. ASSISTANCE:
CHARGE OFF: Date Resolution # Prin § Intr §

REPAYMENT RECORD

Total PRINCIPAL INTEREST %

Date| Reference| Collection| Advanced Paid Balance Deling.| Accrued Paid Deling.

Supp. 2, Release 3,
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UNTTHED STATES
DEPARTMENT OF THE INTERIOR
Bureaun of Indian Affairs
Washington, D.C. 20245

47 BTAM Supp. 2, Release 2

Frbruary 23, 1973

Memorandum
To: Holders of 47 BIAM Supplement No. 2
From: Secretary of the Interior

Subject: L7 BIAM Supplement No. 2, Loans to Individual Indians,
Cooperative Assoclations and Corporations, and Financing
of Enterprises

This release transmlts a pen-and-ink change reguired to delete a
duplication in Section 1.5I(3)(a).
E?ﬂ:%L}:T:%gréi“w_#

Fom th Issistant fo the
Secretary of the Interior

Filing Tnstructions:

(a) Remove superseded materisl:
None

(b) Insert new material transmitbted:
None

(¢) Pen-and-ink changes:

In Section 1.5I(3}(a), rule out the two duplicate sentences beginning
with "In such" in line 13 and continue through "Applieation" in line 19.

INT: 4676. 73



UNITED STATES
DEPARTMENT OF THE INTERIOR
Bureau of Indian Affairs
Washinghon, D. C. 202k

47 BIAM Supp. 2, Release 1

September 5, 1972

MEMORANDUM
To: Holders of 47 BIAM Supplement No. 2
From: Commissioner of Indian Affairs

Subject: 47 BIAM Supplement No. 2, Loans to Individual Indlans,
Cooperative Associations end Corporations, and Financing
of Enterprises

The material transmitted herewith replaces in its entirety material

presently in 47 IAM 8, Loans to Individual Indians, and to

Cooperative Assoclations and Corporations by Tribes; bt IAM 9,

Financing of Enterprises; snd 47 TAM 10, Educational Loans.

i,

Commissioner
Filing Instructions:
(a) Remove superseded material:
b7 1AM 8 (27 sheets)
47 1AM 9 (22 sheets)
47 IAM 10 (5 sheets)
(b) Insert new material transmitted:
4T BIAM Supplement Nog 2 (54 sheets)

{(e¢) Pen-and-ink changes:

None
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Section 1. Definitions

(a) Commissioner

(b) Area Director

(¢} Superintendent

(d) Coxrporation
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(f) Manager

(g) Enterprise
Section 2. Prior Contracts

3. Management and Operation
L, Inventory
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6. Insurance
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8. Reports

9. Employment
10. Appesals
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(a) Depository

(b) Disbursements
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(d) Receipts
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13. Expenses of Mansger

14. Bonds

15. Liguidated Damages and Temporary Management
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18, Modification
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20. Termination
(a) Mutual Agreement
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22. Miscellaneous

23. Conflict
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CREDIT AND FINANCING
Toang to Individual Indiang, Cooperative Associations and
Corporations, and Financing of Enterprises

1,1 Purpose. The purpose of this supplement is to prescribe
Terms and conditions of loans by the United States and by
organizations to individuals, and partnerships, including
loans for education; loans by tribes to cooperative
asgociations and corporations; and financing of enterprises l/
operated by organizations 2/ as authorized by 25 CFR 9.k,
(See 3.1 below.) All financing of enterprises must be in
accordance with authority contained in the constitution,
bylaws, charter, or other organization papers of the
organization.

1/ T"Enterprise" as used herein means a business operated by an
organization to promote its economic development, i.e., 2
self-gustaining activity that will produce a net income for
the orgenization. Special activities also may be organized
ag enterprises for reporting purposes, l.e., an organization
may make short-term emergency loans in accordance with an
agreement approved by the Bureau, and report the activity as
an enterprise. (See Section 36 of Illustration 6 to 47 BIAM
Supplement No., 1.,) The "Enterprise Application and Agreement"
form should not be used for such special activities.
"Enterprise” does not mean the regular relending operations
of an organization, nor subsidized activities of an organi-
zation that involve welfare or social aspects. TFor example,
community facilities such as community halls, housing
projects for elderly members, or trangportation facilities
subsidized in some way by orgenizations, are not considered
as enbterprises hereunder.

2/ See U7 BIAM 1.4 F for definition of "organization." As used

in this chapter, however, "organization” does not include
credit associations or cooperative associations.

Supp. 2, Release 1, 9/5/72
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CREDIT AND FINANCING
Ioans to Individual Indiens, Cooperative Associations and
Corporations, and Financing of Enterprises

1.2 Eligibility. 3/

A. Cooperative Agsoclations. A cooperative association
must be organized pursuant to 47 BIAM 1.L G.

B. Corporations, A corporation orgenized by a group of
tribal members, the stock of which is wholly owned by
tribal members, is an association of members, and thus
is eligible for a loan from the tribe.

¢. Individusls.

(1) Loans by Tribes. &n individual must be a member
of the tribe making the loan. 3/

§/ Indians who have severed their ties with their tribal groups
are not eligible for loans from the United States. Also,
upon the removal of Federal restrictions on the property of
Indians as a result of the enactment of terminal legislation,
and upon publication of a proclamation in the Federal Register
by the Secretary of the Interior declaring that the trust
relationship of such Indians is terminated, they are no
longer entitled to eny of the services performed for Indians
because of their status ag Indians, and are not eligible for
loans from the revolving fund. .

Seec. 7 of the Act of August 25, 1959 (73 Stat. 431), (see
Historical Note 25 U,S.C. 355) provides: "The Act of

June 18, 1934 (48 Stat. 984), as amended (25 U.S.C. 461),

and the Act of June 26, 1936 (L9 Stat. 1967), as amended

(25 U.8.(. 501-509), shall not apply to the Choctaw Tribe and
its members after the date of enactment of this Act * * %"
This restriction was subsequently repealed by Sec. 2 of the
Act of August 24, 1970 (84 Stat. 828).
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(2) ILoans by Credit Associations. An individual must be
eligible for membership in the association pursuant
to the provisions of its articles of agsociation and
bylaws, and must own, before or at the time the funds
are advanced, shares in the association in an amount
equal to at least $3 par value for each $100 or
fraction thereof of the amount of the loan. U4/

(3) ILoans by United States. An individual must be a
menber of a tribe that is not conducting credit
operations, ineligible for a loan from a credit
association, and unable to receive financing elsge-
where, unless otherwise specifically authorized by
the Commissicner. If the sole credit activity of a
tribe is the operation of an enterprise pursuant to
3.1 below, or if for some Jjustifiable reason a lcan
program by a tribe to its individual members is not
advisable, loans direct by the United States may be
made. Any direct loan program to individuals requires
rauthorization by the Commissioner prior to exercise
of delegated authority either by Area Directors or
Superintendents.

E/ The articles of association and bylaws of credit associations govern
membership, and the purchase, ownership, and transfer of stock and
dividends thereon. As an example, if the par value were $1, a
borrower would be required to own three shares for a loan of $100,
and six shares for a loan between $100.01 and $200 inclusive. If
the par value were $3, a borrower would be required to own one share
for a loan of $100, two shares for a loan between $100.01 and $200
inclusive, etc. Each applicant must comply with the membership
(stock-ownership) provisions of the articles and bylaws. On loans
made to a husbend and wife where the par value of the stock is $3
and the loan is for $100, each party would have to own one share for
a loan of $100, or three shares of stock with the par value of $3.
Wherever possible, borrowers should be required to purchase stock
from their own funds. Tunds for the purchase of stock may be
included in applications for loans only if the applicants have no
other funds available. Stock of deceaged members may be retired
only in accordance with the provisions of the bylaws of the
association.
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(4) Degree of Blood. 5/ An individual must be of at least
one-quarter or more degree of Indian blood to be
eligible for a loan from the United States. The same
restriction applies to lecans by organizations to
individuals from funds borrowed Lrom the United States
pursuant to 25 CFR 91.13. If a tribe is making loans
to individuals from tribal funds, loans may be made to
individuals of less than one-quarter degree of Indian
blocd providing the individuals are members of the
tribe to which the funds helong.

(5) Indian Women. Applications of Indian women married to
non-Indians and ineligible Indians may be approved only
in excepbional cases. Ordinerily the non-Indian
husband should look to the same channels as other non-
Indians for financing, and not to a credit fund provided
to finance Indians. A married woman ordinarily is not
the econcmic head of her family. If an application
shows that the Indian woman is the main econcmic provider

‘for her family, or if the application shows other
Justification, & loan may be approved.

(6) Indian Men. Indian men married to non-Indians or to
Indian women who are ineligible for loans from the
lender, are eligible for loams. A married man
ordinarily is the econcmic head of his family, and
regardless of the eligibility of hls wife, is eligible
for a loan.

D. Contractual Provisions. 25 CFR 91.13 (eee 47 BIAM Supplement
No., 1, 2,1 M) governs relending operations of Indian
organizations. The eligibility of cooperative associations
and individual Indians for loans from thelir organizations is
determined, in addition to the regulation, by the provisions
of the organizaticn's lecan agreement with the United States,

. or agreements entered into at the time tribal funds are
advanced to tribes to enable them %0 make loans to members
under authority of 25 CFR 91.12 {see 47 BIAM Supplement
No. 1, 2.1 L).

5/ The Acts of May 10, 1939, and My 7, 1948 (25 U.S.C. 480, uB2),

~  prohibit loans from the revolving fund to Indians of less than one-
quarter degree of Indian blood. If a tribe is making loans to
individuals from revolving funds borrowed from the United States
supplemented by tribal funds, individuals of less than one-quarter
degree of Indian blood may not receive more than their proportionate
share of tribal funds.
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1.3 Applications.

A. Cooperative Associations. 6/ Applications will be submitted
on Form 5-4738 supported by Form 5-4740, or in the form of a
modification increasing the amount of an existing loan. If
an association applies for an additional loan, the new loan
will either provide sufficient funds to refinance existing
indebtedness to the tribe, or a request for modification may
be submitted to increase the amount of the existing loan.
The total indebtedness of the cooperative to a tribe should
be contained in one agreement, unless this procedure would
endanger the sgecurity given for an existing loan (gee 1.3 F
below). Copies of approved applications of cooperatives are
not required for the Central O0ffice, unless in special
instances the Commissioner directs that copies be furnished,
or unless the application i1s submitted to the Commissioner
for action, in which case copy will be retained for the files
of the Central O0ffice.

B. Corporabtions. TForm 5-4738 supported by Form 5-L7L40 will be
submitted for applications by corporations or inecreases to
existing loans in the form of a modification. Copies of
spproved applications of corporations (except cooperatives)
are regquired for the Central Office. :

C. Individuals, TForm 5-L4738 will be used for all applications,
unless otherwise specifically authorized by the Commissioner,
This form will be supported by Form 5-4739, 5-47hH0, or 5-47hl
depending on the purpose for which the loan is requested (see
Section 4 of Form 5-4738). 1In the discretion of the lender,
information on these forms may be supplemented by additional
data in a format prescribed by the lender. Copies of approved
loan agreements are not required for the Central Office, unless
in special instances the Commigsioner directs that coples be
furnished, or unless applications are submitted to the
Commissioner for action, in which cases copies will be retained
by the Central Office.

é/ The instructions regarding cooperatives in this Supplement are
confined to loans by Indian orgenizations to cooperatives.
Instructions for loans to cooperatives by the United States are
included in 47 BIAM 7.
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(1) Additional Loans. Where an individual is already indebted
to an orgenization or to the United States and has need
for additional funds, & new application may be submitted
including funds to refinence existing indebtedness, or a
request for modification increasing the amount of the
exigting loan. The latter procedure is advisable where
existing plans are reasonably current, and where arrange-
ments can be made for security given for existing
indebtedness to be security for the additional indebtedness.
If plans of operation are not reasonably current, however,
revised plans should be included as a part of a
modification.,

In exceptional cases, where either of these procedures

would endanger or subordinate the security given for an
exigting loan, a supplemental application may be submitted
for the additional amount needed, subject to the restriction
in 1.3 F below.

Signérs. Only eligible Indians (see 1.2 C above) may sign
applications., Ineligible spouses, however, ghall be required to
sign the promissory notes and securing documentg. Applicabtions
of partnerships require the signatures of all partners. In the
event wives or husbands of partners are eligible for loans,

they shall be required to sign applications alsc. Applications
of Tndians married to other Indians eligible for loans from

the lender require the signatures of both husband and wife.

Such applications shall show clearly whether the wife is signing
as a sureby or as an owner of an interest, legal or equitable,
in the property to be purchased.

Partnerships. Applications of partnerships shall be prepared
in the same manner as applications of individuals. Coples of
the partnership agreements will be included as & part of the
application.

Number of Loans. Not more than one loan agreement may be in
effect with a particular individual (including spouse) at any
time, unless an exception in each specific case is authorized
by the Area Director, in writing, copy of which ghall be
attached to or be made a part of the loan agreement. The
Avea Director may not, however, authorize more than two loan
agreements to be in effect with a particular individual at
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any time. Exceptions mey be authorized by the Commissioner.
All indebtedness of a cooperative or corporation shall be
contained in one loan agreement, unless otherwise specifically
authorized by the Commissioner. 7

(1) Alaska. On loans made in Alaska, if the limitation of
not more then two loans being in effect with a particular
individusl at any time would endanger the security of
existing loans involving marine liens, in order to
conform to the policy in the first parsgraph of 1.3 C (1)
sbove, the Area Director may authorize an exception in
specific casges, If an individual is indebted for a loan
from a Native cannery owned by the same organization,
the gecurity given for the loan also shall be security
for the advance made by the cannery which is unpaild at
the close of a particular fishing season.

G. Explanation to Applicants. Applicants, co-signers and sureties
shall not be permitted to sign any peaper which they do not
understand fully. The provisions of regulations, instructions,
application forms, promissory notes, securing documents, and
any other matters affecting particular loan documents will be
explained carefully, and the responsibilities being assumed
will be emphasized, i.e., (1) for proper use and care of the
property to be purchased with or given as security for the
loan; (2) for observence of plans and agreements; (3) for
voluntary adherence to the repsyment plans in the application,
and (L) the extent of the liabilities of co-signers and
sureties. Borrowers are expected to make repayments of
principal and payments of interest voluntarily to the lender
on due dates, If for some reason payments cannct be met,
borrowers will be expected to make their own arrangements
with the lender for requesting extensions of repayment terms.
This will be explained to them by the credit committee on
tribal loans, and the Agency credit officer on loans by the
United States. It may be necessary in some instances to
convey information to individuals through interpreters. The
fact that the services of an interpreter are necessary to
comply with the requirements of this section will not be
accepted as reason for failure to comply.

Z/ In considering the number of loan agreements in effect with a
particular borrower, educational loans and short-term loans need
not be considered.
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(1) Truth in Lending - Congumer Cost Disclosure.
Loans to which Regulation Z of the Federal
Regerve Board applieg must be conducted in
accordance therewith (see 47 BIAM Supplement
No. 1,1.3 T (1)).

(2) Fair Credit Reporting Act. Disclosure or notice
regarding credit information must be given to
borrowers pursuant therewith (see 47 BIAM
Supplement No. 1,1.3 I (2)).

H. Insursnce. Borrowers may be reguired to insure property
purchased with loans, or given as security thereof,
against logs by fire or other cause. Whether or not
borrowers are reguired to carry insurance is a matler
to be determined by the nature of the enterprise and
circumstances in each particular case, Unless an
exception is specifically authorized by the Area
Director, borrowers shall be required to insure
buildings purchased or constructed with loans, or
given as security for loans, against loss by fire.

(1) Alaska. Boats purchased with loans shall be insured,
and the amount and type of insurance carried must be
satisfactory to the Arvea Director. Insurance on
boats generally designetes a certain area within which
the insurance 1s effective. Borrowers may not move
boats from the designated area without securing proper
coverage, and the consent of the lender and the Ares
Director.

I. Plans for Repayment of Iandebtedness., Plans for repayment of
indebtedness will be included in applications, Care will be
used to make certain that all assets and liabilities of
applicants are shown and that necessary checking is done
prior to approving or recommending approval of an application,
to meke certain that the assets and liabilities listed are
complete.

J. Refinancing. Applications for loans to refinance previous
loans by organizations or by the United 3tates may receive
consideration, Loans to refinance indebtedness to other
lenders should be approved only in exceptional cases such
as where it is desirable to refinance small amounts owing
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to other creditors in order to obtain first liens on the
security; where the applicents stand to lose thelr equities
in certain properties; where the interest rates are
exorbitant; or where the terms of the loans are inequitable
or ungatisfactory. With adequate justificatlion, debts owing
to creditors other than Indian organizations or to the
United States may be refinanced with the concurrence of the
Area Director. Care must be used to avoid loans to "pull
the chestnuts out of the fire" for other lenders.

K. Fees. Applicants will not be charged fees on applications
for loans from the United States. An organization may charge
borrowers fees when authorized to do so in the organization's
loan agreement with the United States (see sec. 27 of
Tllustration 6, 47 BIAM Supplement No. 1). The schedule of
fees must be uniform for all borrowers for the particular
type and amount of loan involved and be consicered in the
Consumer Credit Cost Disclosure Statement. Amounts required
for payment of fees may be included in applications for loans
only if the applicants have no other funds to pay them. Fees
may not be charged on unpaid amounts extended. Fees may be
charged on amounts refinanced if provision therefor exists
in the organization's loan agreement or Declaration of Policy
and Plan of Operation for ite credit program. When fees are
collected in cash, applicants must be issued receipts
therefor (see 1.14 below).

L. Preparation of Cooperative's Application. 8/ Forms 5-4738
and 5-UTHO (see 1.3 A above) are largely self-explanatory
and must be supplemented with additional information. This
shall include; (1) A certified copy of the resolution of the
board of directors of the applicent authorizing the filing of
the application as Attachment No. 3; (2) A justification for
the loan, including economic data as Attachment No. Y5 and
(3) A statement outlining the procedures for handling the
loan as Attachment No. 5.

The justification ig the most important part of the
application. Through preparation of this Attachment, the
justification for a loan can be adjusted to the particular
case involved, the amount requested, purposes of the loan,
and other pertinent factors. A more detailed justification
is required to support a larger loan for somewhat complicated
operations, than for a small loan involving a relatively
simple activity.

§/ See 47 BiAM Supplement No. 1,1.2, on loans to cooperatives by the
United States.
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The procedure for handling the loan should provide that any
plan of operation may be approved by the Area Director. The
plan of operation shall not be made a part of the Attachment,
put will be incorporated therein by reference with the
provision that the "Plan" may be modified from time to time
subject to the mpproval of the Area Director without modifying
the loan agreement, and that all such modifications will apply
to the loan agreement to the seme extent as if set forth in
full therein.

A1l applications should be kept as brief and simple as
possible, and be confined only to pertinent material. Bulk
ordinarily adds nothing to the presentation of an application.,

(1) Official Name and Organization Papers. Each application
shall be submitted in the offiecial name of the coopera-
tive, as set forth in its articles of agsociation or
other organization papers. Organizabion papers, which
are to be an attachment to Form 5-4740, must have been
-approved by the governing body of the lender and by the
Commissioner (see 47 BIAM 1.4 G).

(2) Corporate Seal. If the cooperative has a corporate
seal, it should be attached to or stamped on the
application and all securing documents (see v7 BIAM
Supplement No. 1,1.3 L for digscussion of corporate
seals).

(3) Iivestock Cooperatives. The livestoek industry on many
veservations ie conducted mainly through cooperative
sssociations. The purpose of many loans to cooperatives
will be to finance livestock operations. Indian live-
stock growers should be encouraged to join cooperatives.
Area and Agency staffs will assist in organizing and
financing cooperatives wherever local conditions indicate
they can operate successfully.

Most livestock of Indians are individually-owned but are
operated cooperatively. The cooperatives are non-profit
organizations. State incorporation is urged because
business is done with non-members, and the association
members should have the protection of limited liability.
The texaticn problem does not arise in connectlon with
associations organized in this manner because they are
non-profit, and hold little preperty, if any, in the
association's name. :
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A "one brand" livestock operation has been inaugurated
in o certain instance. Ownership of individually-owned
trust livestock wag transferred to a State corporation
in exchange for shares of stock., Such livestock may no
longer be held in s trust status.

M. Preparation of Corporation's Application. Forms 5-4738 and
5740 (see 1.3 B above) will be used and supplemented with
the attachments as described in 1.3 L above. No set outline
is prescribed for Attachment Nos, 4 and 5 because of the
different types of businesses various corporations may be
engaged in and the complexity of operations. Lenders and
approving officers may require more detalled Justification
and plan of operation to justify the loan.

N. Preparation of Individual's Application. 9/ Forms 5-4738,
5_4730, 5-H740 and 5-47LL (see 1.3 C above) are largely
self-explanatory.

(1) -Plamning. Plans are reguired on loans of $1,000 or
more which are not fully secured unless otherwise
authorized by the Commissioner. Forms 5-4%739, 5-L74h0
and 5-U741 were designed to provide minimal information
on spplicant to justify the loan, ILenders and approving
officers (see 1.5 below) may require more detailed
plans to justify loans. No set outline for plans is
prescribed because they will differ in various areas
and for different types of enterprises for which
financing is requested. As an example, on loans to
finance agricultural enterprises, the approving officers
may require monthly budgets of income and exXpenses, with
timetables showing by whom, and when, certain activities
will be undertaken (see 1.4 B below). In some instances
it may be required that the amount of the loan and all
of the borrower's income willl be deposited in a bank
which is a member of the FDIC, subject to a Deposit
Agreement. Disbursements from the bank account would
be permitted only in accordance with the provisions of
a budget included as part of the loan agreement. Where
this procedure is followed, provisions for subsistence,
living, and operating expenses should be included in
the application.

2/ The same instructions also apply to applications of partnerships
(see 1.3 D and E above).
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Approving officials will carefully analyze plans upon
which applications for loans are based. Too often an
applicant will consider a plan as a hurdle to be
overcome in order to obtain a loan rather than as a
tool for efficient operations. Unless the importance
of a plan is recognized, the purpose for which planning
is required is defeated. This can be overcome by a
process of education, adequate supervisicn, and
follow-up (see 1.5 D below).

0. Modifications. Modifications of loan agreement contracts may
be requested for any legitimate purpose, i.e., increase in the
amount of the loan; change in repayment terms; extension of
maturity dates; change in an operating plan, etc. An
application for modificatbion should originate with the
borrower, and the same procedure should be followed as in the
case of the originel application. The same number of copies
18 required as of the original agreement. No form is pre-
scribed for requests for modifications, as requests necessarily
must be adapted to the particular need involved. Tt is
eggential to show:

(1) MNumber. CF agreements or contract number.

(2) Payments. Itemized list of payments scheduled on original
agreement, payments made, both principal and interest;
date to which interest has been paid; and accrued but
unpaid interest.

(3) Changes. Changes desived in plans and repasyment dates
and any other pertinent data.

1.4 Purpose of Loans. The general purpose of loans 1s to promote the
economic development of borrowers. ;9/ A11 spplications must show
repayment cepacity.

A. Preference. Preference will be given to loans which will
finance projects that will make the most beneficial use of
lToan funds. Ordinarily the order of priority should be (a)
loans for educational purposes; (b) productive loans for
rehabilitation purposes, i.e.: (1) nonagricultural; (2)
agricultural; (c) housing; and (d) productive loans where
complete rehabilitation of the borrowers is not involved.

10/ The Act of June 18, 193k (25 U.8.¢. L70), establishing the revolving
credit fund provides that loans may be made "¥ * ¥ for the purpose
of promoting the economic development of ¥ * * tribes and of their
members * * *," (see 47 BIAM Supplement No., 1,2,1 A and D).
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(1) Productive Loans. A productive loan means one for a
sell-liquidating enterprise (see W7 BIAM 1.k N). A
locan for commercial or agricultural purposes, granted
industry and managerisal ability on the part of the
borrower, ordinarily may be classed as a productlve
loan. There are additional factors to be considered,
guck as climatic conditions, size of the unit, size of
the loan, whether the enterprise under normal conditions
will produce enough to cover opersting and Lliving
expenses and still repay the loan, etc. Agricultural
loang often take more money to rehabilitate borrowers
than commercial ox industrial loans. The latter types
would make more heneficial use of loan Tunds.

(2) Buildings. A loan for the purchase, repair, or
construction of a building ordinarily is not considered
productive, The building usually would not produce an
income from which to pay operating and living expenses
and repay the loan. If the building were required to
-enable the borrower to live on and operate his land,
which he would otherwise not be able to operate, and
if the enterprise as shown by his farm plan will
produce sufficient income to cover expenses and repay
the loan, the building may be considered as part of a
productive loan,

B. Rehabilitation Loans. A rehabilitation loan is one to finance
an enterprise of a size large enough to provide income suffi-
cient to cover operating and living expenses and repay the
loan over a reagonable period of time. For the purposes
herein, rehabilitation loans are classed as productive loans
(gee 47 BIAM 1.4 0). By concentrating on the larger
"rehabilitation" type loans, credit administration of organi-
zations can be simplified. Five loans of $20,000 each can be
followed up with comparatively little difficulty. On the
other hand, 1,000 loans of $100 each require the same amount
of money but present a difficult administrative problem. The
former, in the long run, probably would result in much more
benefit to the borrowers.

C¢. Housing Iosns. ILoans to improve housing, i.e., constructing,
purchasing, improving, or repairing homes, may be made and
should be encouraged, if the applications indicate there are
reasonable expectations that the loans can be repaid within
the maturity periods scheduled. Illustrabion 6, 47 BIAM
Supplement No. 1, includes guidelines to be considered In
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connection with housing loans. Generally, loans for the
purchase or construction of homes on non-~trust land should
be closed through escrow and policies of title insurance
required. Applications for purchase of existing homes
should be accompanied by appraisal reports.

D. Support and Burial Loans. Tribes using tribal funds in
their credit operations may make loans for support and
burial purposes, in addition to loans for economic develop-
ment, provided the applicetions show there is security
from which the loans will be repaid. The total amount of
support and burial loans outstanding at any one time may
not exceed the amount of tribal funds being used in the
tribe's credit operations. Associations, the United 3tates,
and tribes using only revolving credit funds in their
operations, may not make such loansg from revolving credit
funds because they are not authorized by the Act of
June 18, 1934 (25 U.S.C. 470), (see 47 BIAM Supplement No. I,
2,1 D and L).

¥. TLoans for Commercial Enterprises. Loans may be made for
commercial enterprises only if they are to be conducted on
a cash basis, unless otherwise specifically authorized by
the Commissioner. '

(1) Alaska. Readily saleable Native products,
conservatively valued, may be accepted in lieu
of eash when authorized by the Area Director.

F., Tand Loans. Loans may be made for the purchase of land
To be ubtilized by the borrowers. Loans for land specu-
lation or where the land to be purchased with the loan
is to be ubilized by non-Indiansg, may not be made, unless
an exception in specific cases to meet gspecial situations
which may arise, and which would clearly be in the
Tndieans' interests, is authorized by the Area Director
(see 1.9 B below).

1.5 Approval. All approval actions shall be stated definitely and
clearly. All approvals will be given gubject to the availability
of funds. Applications for loans from organizations must be
acted upon favorably by the authorized bhody or officers of the
organization before any official of the Bureau may take action
thereon. Applications which have been acted upon favorably by an
organization may be disapproved by the Burean official authorized
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to act. However, no Bureau official may approve an application
which has not received prior approval by the authorized officials
of the organization making the loan.

A. Justification. The file on each application will contain
sufficient information to justify the approval or disapproval
action.

B, Recommendations for Approval. All recommendations for
approval will contain sufficient information to Justify the
recommendabtions.

¢. Policy. The poliey is to approve loans only to applicants
Wwho cannot obtain necessary financing from the same credit
institutions serving other citizens on reasonable terms and
conditions (see 47 BIAM 1.2 A). Where organizations propose
to meke loans from revolving loan funds borrowed from the
United States (see 47 BIAM 1.2 F), exceptions may not be made
to this policy. Where loasns are to be made by tribes from
tribal funds (see L7 BIAM 1.2 F and 47 BIAM Supplement No. 1,
1..13 A), applicants should be encouraged and urged to obtain
financing from the same ingstitutions serving other citizens,
but exceptions to the general policy may be permitted. In
summary, loans to legally eligible individuals who cannot
obtain justified financing elsewhere may be approved and
greater risk undertaken than that assumed by customary
lenders, provided there are reasonable expectations that the
loans can be repaid.

D. Reduction of Risk. Applicants for loans from Indian
organizations or direct from the United States generally
are in a credit class that customary lenders cannot consider
ag suitable credit clients. A higher risk element is
involved than the usual financial institution can tolerate.
Approving officers will take all possible steps to reduce
risks as much as possible. Applications may not be approved,
however, unless there are reasonable expectations of
repayment. The Act of June 18, 1934 (25 U.8.C. 470},
established the revolving loan fund "¥* * % for the purpose
of promoting the economic development of * * ¥ tribes and of
their members." If a borrower is rehabilitated economically
with the assistance of a loan, he will be able to repay the
loan. If the efforts to rehabilitate him economically are
not successful, his econcmic develcpment will not have been
promoted, as required by the authorizing legislationm, but may
actually have been retarded, and a loss to the lender also
may have been incurred.
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Some protections are available on loans made pursuant to
this chapter which may not be available to some customary
lenders. Xnowledge of +the industry and capabilities of
applicants, supervision and follow-up of their credit
financed activities, and proper planning of such achtivities
(see 1.3 N above)} can help to offset the lack of security
in some instances., Approving officers will not approve more
loans than the avallable staff (both Bureau staff and staff
of the lending organization) can supervise adequately.

E. Guidelines. Applications which fall within any of the
following classes should not receive approval:

(1) Maturity. Where the maturity will extend beyond
the maturity date of the loan from the United States
to the organization making the loan. Approval should
not be given unliess the organization has obher funds
to permit it to make the loan without jeopardizing
its ability to make prompt repayment of its obligations
‘to the United States (see 1.8 below).

(2) Mipimum Amount. Where the amount is less than $100.

(3) Number of Agreements. Where the application would
result in more than one cash loan agreement being in
effect with the bhorrower, except as authorized in
1.3 F above.

(4) Commercial Enterprises. Where the application is to
finance a commercial enterprise which will not be
conducted on a strictly cash basis, except as
authorized in 1.4 E above.

(5) Title. Where title to the property to be pur-
chased with the loan will be taken other than
in the name of the borrower, except applications
of individual Indians to purchase land and
buildings on or to be located on trust land,
title to which masy be taken in the name of the
United States in trust for the borrower as
authorized hy 1.9 B below.
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F. Special Considerations. Before action ig taken on any
application, approving officers will give special
congideration to the following:

(1) Location of Credit-Financed Enterpriges. 11/
Because of difficulties of follow~up and super-
vigion, loans ordinarily should not be approved
to finance enterprises outside the boundaries
of reservations, except in special cases where
follow-up and supervision can be assured and
where the facts in each case clearly show that
approval action is justified. The loan docket
must contain full informetion to justify the
approval action and such loans must be adequately
gecured. ‘

(2) Evaluation of Flood Hazards. Applications
involving financing of individual enterprises
located on potential flood plains, including
the construction of new facilities thereon,
shall not be approved unless adequate security
ig provided. All such applications shall be
accompanied by a statement setting forth am
evaluation of flood damage potential in the
area.

(3) Minors. Applications of minors ordinarily
will not be approved unless the parents or
guardians, with reputations as being responsible
individuals, sign the guaranties of repayment.
Tt must be explained to parents and guardians
gigning that they are just as responsible for
payment of the indebtedness as if they themselves
were the borrowers.

Some states have enacted laws providing that a
person reaching age eighteen shall be congidered
to have reached his majority and to be an adult.
As these privileges and rights granted under
various shtate laws may differ, advice should be
obtained from the Field Solieitor.

11/ Not applicable in Oklehoma and Alaska.
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Tn special instances it may be necessary to make
1oans to minors without guaranties, where it is
impossible or inadvisable to secure the signatures
of the parents or guardians. Each loan docket
shall show why signatures were not obtained and
contain full justification for approval action.
Agency credit officers will explain to Indian
lending organizations that unless a minor affirms
hig indebtedness upon reaching his majority, he
ordinarily caunot be held liable for payment
thereof, except for necessities.

G. Applications of Cooperatives. Area Directors may approve
applications of cooperatlive associations for loans from
tribes where the tobal indebtedness of each asgociation to
the lender will not exceed $100,000. Before approval is
given, however, the organization papers require approval of
the Commissioner., Applications for losns in excess of this
amount require approval. of the Commisgioner.

H. Applications of Corporations. Applications of corporations
The stook of which is wholly owned by tribal members, and
which qualify for loans, require approval of the Commissioner.

I. Applications of Individual Indians.

(1) Superintendent. The authority of Superintendents to
approve applications of individual Indians will be
pursuant to Area Redelegation Orders. Any program
of direct loans to indlviduals by the United States
mugt be suthorized by the Commissioner before any
approval action is taken. Superintendents may not
approve any applications 1f the provisions thereof
conflict with contractual provisions of loan agree-
ments bebtween the United States and lending
orgenizations; provisions contained in authorizing
resolutions of tribes; agreements with tribes for
the use of tribal funds for credit purposes pursuant
to 47 BIAM Supplement No. 1,1.13, and approved
Declarations of Policy and Plans of Operation (see
47 BIAM Supplement No. 1, 1.3 K (8) and Illustration
6). Applications involving "split" security or
"gplit" loans shall require approval of the Area
Director or Commissioner (see 1.9 N and O below).
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(a) Withdrawsl of Authority. The Area
Director may withdraw the approval
authority of the Superintendent in
whole or in part at any time, and
shall withdraw such authority if at
any time the delinquencies on a
particular reservation or by a
particular lender, become excessive,
or if in his opinion, unsound credit
practices are being followed.

(b) Procedure. On each loan by an
organization, the Superintendent will
state his approval or disapproval
definitely on the appropriate part of
the application form with citation
of the authority for his action.
Approvals wlll include such conditions
as may be deemed necessary to protect
the inbteregis of the lender.

On loans made by the United States,

the Superintendent will execute the
commitment order part of the appli-
cation he approves, with citation of

the authority for his action. Approvals
will ineclude such conditions as may be
deemed. necessary to protect the interests
of the United States.

If the space on the application form
is insufficient, supplemental sheets
may be attached, and be clearly
identified in the application form.

If the Superintendent does not have
authority to approve the application,
he will make definite recommendations
gither for approval or disapproval on
the application form, and forward all
copies to the Area Director.

The record on each application shall
contain full justification for whatever
action i1s taken or recommended by the
Superintendent (see 1.5 A above).
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(¢) Superintendent's Responsibility. The
Superintendent's signature on an
spplication (either of approval or
recommendation for approval) shall be
evidence that he has checked and made
certain that the applicant is eligible
for & loan from the lender, that funds
therefor are available, that the loan
conforms to the regulations and
instructions, that the loan does not
violate any provisions of any agreement
with the United States including the
use of tribal funds for credit purposes,
and that the statements therein are full
and correct to the best of his knowledge
and belief.

(2) Avea Director. The Area Director may approve any
application of an individual Indian that could
‘ be approved by the Superintendent, and applications
where the indebtedness to the lender will not
exceed $50,000.

(a) Adherence to Contractual and Other
Provisions. Applications for loans from
organizations may not be approved if the
provisions thereof are in conflict with
contractual provisions of loan agreements
between the United States and the organi-
zations making the loans, suthorizations
in resolutions of tribes, and agreements
with tribes for the use of tribal funds
for credit purposes pursuant to 47 BIAM
Supplement No. 1, 1.12, or approved
Declarations of Policy and Plans of
Operation (see Illustration 6 of 47 BIAM
Supplement No. 1).

(b) Withdrawal of Authority. The Commissicner
may withdraw the approval authority of the
Avea Director in whole or in part at any
time and for any cause.

(¢) Procedure. On each loan by an organi-
zation, the Area Director will state
his approval or disapproval definitely
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on the appropriate part of the
application form with citation of
his authority for the action. His
approval will include such conditions
as are deemed necessary to protect
the interests of the lender. All
copies of the application will then
be returned to the Superintendent.

On each loan made by the United States,
the Area Director will either execute

the commitment order part of the
application, i1f he approves, or authorize
its execution, and cite his authority.
Hig approval will include such conditions
as are deemed necessary to protect the
interests of the United States. All
copies of the application will then be
returned to the Superintendent.

If the spece on the application form

is insufficient, supplemental sheets may
be attached and clearly identified in
the application form.

If the Area Director is not the final
approving officer, he will make definite
recomnendations for approval or disapproval
on the appropriate part of the application
form, or in a letter, and forward the
original and one copy %o the Commissioner
citing the reaszons why the application
requires action by the Commigsioner.

The docket on each application will
contain full justification for what-
ever action 1g taken or recommended by
the Area Director.

If the Area Director does not require
any changes to be made or attach any
conditions to his approval, the loan
will become effective upon his approval.
If any changes are required or conditions
are attached to the approval, the
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application will be returned to the
organization with instructions
regarding the specific changes or
revisions. to be made therein by the
applicant, and re-execution of the
commitment order by the authorized
pfficer of the lender.

On loans made by the United States,
if the Area Director does not require
any changes to be made or atiach any
conditions to the approval, the loan
will become effective wupon his approval.
Tf any changes are required or condi-
tions attached to his approval, the
application will be returned to the
applicant with instructions regarding
the specific changes or revisions to
be made therein by the applicant, and
accepbance of the commitment order.

(3) Commissioner. The Commissioner may approve any

application of an individual Indian which could be
approved by the Superintendent or Area Director.
Any application in excess of the Area Director's
approval authority requires approval of the
Commissioner.

(a)

Supp. 2, Release 1,

Procedure, On each loan, whether by
an organization or by the United
States, the Commissioner will take
action bty letter or memorandum
addressed to the Area Director. Such
action may aubhorize the Area Director
to approve the application. In such
ingtances, the Area Director will cite
the letter or memorandum as his
authority for the actlon teaken. In
other instances, the Commissioner's
letter or memorandum may approve or
disapprove the appllcation. In such
instances, the Area Director will

cite the letter or memorandum as his
authority for the action taken. In
other instances, the Commissioner's
letter or memorandum may approve oI
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disapprove the application. In such
instances, three additional coples -
will be supplied on loans by organi-
zations, and four additional coples

on loans by the United States. On

the latter, such letters or memorandums
will include authority for the Area
Directors to execute or authorize the
execution of the commitment order if the
loan is approved. The original appli-
cation will be returned, and one copy
will be retained by the Commissioner.

(b) Organization. Authority of an organization to
give final approval to loans will be by specific
authorization from the Area Director. The
organizabtion will adopt a resolution stating the
amount and type of loans on which final approval
authority is degired and forward it to the

-Commissioner through the Superintendent and Area
Director, who will each attach their recommenda-
tions. The Commissioner will consider the
soundness of the organization's credit operations
and the results achleved in deciding upon
igsvance of the authorization.

J. Commitment Order., The commitment order part of the
application form will be prepared upon final approval of
an applicaticn. Any conditions of approval will be
inserted therein, which must then be accepted by the
spplicant. If the spece in the commitment order is
insufficient, the conditions may be listed on a separate
sheet, which shall be made a part of the loan agreement.
If there are no conditions of approval, acceptance of
the commitment order is unnecessary. On each loan by an
organization, the commitment order will be executed by
the authorized officer of the organization. On each loan
by the United States, it will be executed by the
Superintendent or Area Director with citation of their
respective authorities.

(1) Conditions of Approval. Any application which
requires a large number of conditions of approval
or changes should be returned to the applicant
for rewriting. Applications should receive
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approval in such a menner as to require the
smallest number of changes possible therein.
Unless specifically instructed in the approving
officer's instructions, changes must not be made
in the application as originally submitted.
Changes may be handled by including a statement
in the commitment order: "Approved subject to
the following conditions:" or by a statement
"gpproved subject to conditions stated in the
Area Director's approval dated s
copy of which is attaeched hereto as page .
or some similar wording. Care must be used to
avoid multiple conditions in the commitment
order which might be confusing to the borrower,
or which might cause doubt to arise as to the
provisions by which the borrower is governed.

1

(2) Effective Date. On each loan approved
unconditionally, the effective date of the loan
‘ig the date of approval of the commitment order.
On each loan which is conditionally approved,
the effective date is that of acceptance of the
commitment order by the bhorrower.

(3) Signatures. Only eligible borrowers may sign
acceptances of commitment orders. Only the
originals will be signed. Coples of commi tment
orders may show signatures as follows:

Tls/ .H

(1) Evidence of Authority, Officers of Organizations.
The Superintendent will make certain and have
evidence in his files that any party signing a
commitment order for a loan by an organization
has suthority te do so.

K. Advance of Funds. The manner in which funds are advanced
o & borrower will be governed by the provisions of the
approved loan agreement. On each loan to a cooperative,
the funds ordinarily will be advanced to the cooperative
by check for deposit in its approved depository, in
accordance with the provisions of its loan agreement. On
each loan to an individual, the funds likewise ordinarily
will be advenced to the borrower by check, either for
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deposit in a bank account from which the borrower mey make
disbursements withoutrestrictions, or in accordance with
the terms of a deposit agreement on Form 5-4712 (formerly
Form 5-817) or Form 5-4713 (formerly Form 5-817a).

(1)

(2)

(3)

(%)

Unrestricted Advances, If the loan is adequately
secured, the borrower's loan agreement may provide
that advances may be made to him by check on the
organization's depository. The check may then be
turned over to the borrower and he may handle his
purchases under the loan without supervision.

Restricted Advances. The borrower's loan agreement
may provide for igsuance of a check in his favor

for depogit in a bank account under the terms of

a deposit agreement, Form 5-4712 (Loans by United
States) or Form 5-4713 (Loans by Indian Organizations).
Unless the use of an IM account as depository for the
borrower is authorized, this procedure will be used

*in all instances where the property to be purchased

with the loan iz glven as security for the loan,
unless it is otherwise adequately secured.

Note and Voucher. When funds are advanced, a
promissory note will be executed as evidence of the
loan. Form 5-47L42 will be used on loans by the
United States to individuals, and Form 5-h743 on
loans by organizations.

Original notes shall be retained in a place of
safekeeping by the Area Director or Superintendent
in the case of loans by the United States, and by
the organization in the case of loans by organi-

~zatlons., Area Directors and Superintendents may

pernit original notes in favor of organizations

to be placed in Government safes or other facilities
where the organlzations do not have places for
safekeeping. Upon repayment, the notes will be
returned to the borrowers. On loans by the United
States, the borrowers also will execubte voucher
Form 1034,

IM Accounts. IM accounts may be used as

depogitories for borrowers when approved by .
the Ares Director.
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L. Refinancing. If a loan agreement contains amounts to
refinance previous indebtedness to an organization, a
check for only the net amount of the loan may be ilssued.
For example, & commitment of $1,000 is approved, which
includes $500 for repayment of a previous loan and $lO
for the payment of fees. The check to the borrower may
be for $190. On the accounting records, however, the
borrower would be charged for the entire $1,000 for which
his note would be executed. The end result would show
the borrower debited for $1,000, and the following
credits: Cash, $490; fees, $10; the borrower, $500 (for
payment of the previous loan).

M. Disbursements from Borrower's Account. When a borrower's
Toan is deposited in a bank under a deposit agreement
Form 5-4712 or Form 5-14713, requiring that checks on the
account be countersigned by a representative of the
organization (or of ‘the Goverrnment on loans by the United
States), care must be used to see that funds are disbursed
only in accordance with the provisions of the borrower's
loan agreement, and that the lender's security interest
in the property purchased hasg been properly perfected in
accordance wilth State laws.

N. Contract and CF (Credit Pund) Numbers. Contract numbers
will be assigned only to loans by the United States. CF
numbers wlll be assigned both to loans by the United
States and loans by organizations. Contract and CF
numbers will he aggigned when commitment orders become
effective. CF numbers will run consecutively. Where
more than one organization is meking loans under the same
Agency, each shall have a separate series of CF numbers.
The same numbers will not be. used twice, except that
canceled CF numbers assigned to particular loans may be
uged for subseguent loans. An organization should be able
to tell from its last CF number how many loans it has
made. Likewise, the Superintendent should be able to
tell from the lasgt CF number used on loans by the United
States, how many direct loans hdve been made. The same
geries of CF numbers shall be used for educational loans
(see 2.1 below), and loans to enterprises (see 3.1 below),
as on loans for other purposes.
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0. Modifications. A modification may be approved where the
action is Tully justified and the same standards will be
adhered to as in the case of the original application.

(1) Superintendent. Authority of Superintendents
to approve modifications of loan agreements
of individual Indians will be covered in Area
Redelegation Orders (see 1.30and 1.3 I (1)
above).

(2) Area Director. Area Dlrectors may approve
modifications of loan agreements where the
unpaid indebtedness to the lender will notb
exceed $50,000 in the case of loans by
organizations and the United States to
individual Indians, and $100,000 in the
case of loans by corporations, tribes, and
bands to cooperatives which do not extend
the repayment terms (see 1.3 N and 1.5 T (2)
“above).

(3) Copies. Copies of modifications shall be
supplied all holders of the original agreements.

(4) Endorsement on Note. When requests for
modification extending the repayment terms of
loans are approved, Area Directors will check
with Field Solicitors as to appropriate action
which should be taken regarding promissory
notes. Ordinarily, endorsements will be made
on the back of the original and borrower's
copies executed in connection with each loan
agreement as follows: "The time of repayment
of the balance due on the within note is
hereby extended to the following dates:

$ on or before 19 .
$ on or before 19 .
$ on or before 19 N

The foregoing should be followed by signatures
of the borrowerg, ineluding any endorser, maker,
guarantor, surety or other party to the note,
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and authorized repregentatives of the lender

and dates. Where ingufficient space is provided
on the back of .the note forms for one or more
guccessive extensions, riders may be pasted or
otherwise firmly attached to the notes and made
a part thereof, In lieu of the foregolng, a
new note or notes for the unpaid balance of
each loan may be taken. The date of the new
note will be ‘that to which interest has been
paid.

(5) Consideration on Individual Bagsis. If an
organization fails to follow sound credit
procedures resulting in curtailment of its
activities, but has outstanding loans to
individuals who have been industrious and
have put forth honest effort to succeed in
thelr credit-financed enterprises, the

-industrious borrowers must not be penalized
pecause of curtailment action or because of
lack of industry and good faith on the part
of other borrowers. Due to drouth, price
levels, and other conditions beyond the con-
trol of borrowers, some mey occasionally find
themselves unable to meet the repayment terms
of their loans. Where a borrower had
demonstrated industry and good faith, and his
inability to meet the repayment terms of his
loan is largely due to factors beyond his
control, extensions of repayment terms may be
gpproved if the interests of the lender in
the loan are reasonably well protected.

1.6 Interest. On loans by organizations, interest will be charged in
accordance with each particular organization's loan agreement
with the United States, or its plan of operation for the use of
tribal funds for credit purposes (see 47 BIAM Supplement No. 1,
1.3 K {9), 1.6, 2.1 ¥ and Section 26 of Illustration 6). The
organization should charge its borrowers not less than the rate
the organization pays the United States--taking into account
administrative expenses and losses on loans. (See 47 BIAM
Supplement No. 1,1.6). The rate on loans by the United States to
individual Indiens is 5—1/2 percent per annum, except on loans for
educational purposes on which the rate is 3 percent (see L7 BIAM
Supplement No. 1,2.3 G and 2.4 G).’ -
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A. Starting Date. On loans by the United States, or by
organizations, interest will start on the date the funds are
advanced to the borrowers. The promissory notes shall bear
the seme dates (see.t7 BIAM Supplement No. 1,1.6 and 1.10).

B. EFEnding Date. On loans by the United States, interest will
end on the dabes payments are made, or as indicated and
explained in the body of the official receipts. On loans
by organizations, interest will end on the date payments
actually are made (see 1.6 G below).

¢. Time Calculation. One terminal day only should be included
in caleulating the interest period. The first day will be
ignored, but the last day will be counted. The method of
expressing elapsed time, or a fraction of a year between two
given dates, on a 360-day year basis, is to reduce the time
to months and days, arbitrarily counting each calendar month
as 30 days, and a year as 360 days. Thus, from February 20
to June 27 is four calendar months and seven days. A year
from any date is the corresponding day of the following year.
A year from Februsry 28 or February 29 of a leap year is
February 28 of the following year. A calendar month from any
date is the corresponding day of the following month. A
month from December 6 is January 6 of the following year. A
month from January 28, January 29, January 30, or January 31
is, on a 360-day year basis, February 28. Two months from
December 30 is the last day of the following February. 12/

12/ Example. Find the amount of interest on $790.85 from December 26,
1967, to June 18, 1969, at 5 percent per annum.

From December 26, 1967, to June 18, 1969, is a period of 1 year,

5 months, and 22 days. This period is determined by taking the
period from December 26, 1967, to December 26, 1968, as 1 year.
From December 26, 1968, to May 26, 1969, is 5 months. From

May 26, 1969, to June 18, 1969, is 22 days. By referring to the
interest table, it will be found that the interest on one dollar is:

For 1 year .05
5 months, 22 days .02389
Total .07389

To determine the interest on $790.85, simply multiply the amount
$791 by the interest on one dollar for the same period, $0.7389
which results in an interest total of $58.k45. :
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D, Caleculation of Amount. In [figuring interest, when the
principal includes a fraction of a dollar, the cents may
be dropped if 50 or lesg. When the cents are 51 or more,
the principal may be increased a dollar. Thus, $790.85
may be figured as $791. If the amount iz $790.47, it may
be figured as $790 {see footnote 12 above).

E, Interest on Refinanced Loans. Amounts for payment of
interest on old loang may be included in new loans.
However, a borrower ordinarily should be required to
pay interest on all amounts ineluded in a new loan from
his own funds. Unless borrowers can at least pay
interest on their old loans, refinancing may not be
feasible,

F. Interegt on Bad Debts. Interest on uncollectible loans
made by organizations will be figured to the date such
accounts are charged off on the books of the lenders.
Both principal end interest on the active accounting
records of each lender reguire an appropriate resolution
authorizing the charge-off. Accrual of further interest
is optional with the organization. Ordinarily, no pur-
poge woulld be served by further accruals. If conditions
existing at the time the loan ig charged off showld sub-
seguently change, enabling the borrower to repay, an
organization may go back and recalculate inferest. The
procedure the organization wishes to follow should be
get forth in ite authorizing resoclubtion. Debts charged
off by an organization do not release a borrower from
his debts. Efforts to collect should be continued. The
action of charging off a debt merely drops the account
from the active records of the organization in order that
its accounting records may accurately reflect its actual
financial condition. A notation should be made on the
individual account of the borrower, "Charged off as
uncollectible,” together with the date., The individual
ledger sheet will show the balance still due on the
principal and interest, and will then be moved to back
of the loan ledger binder. If any collections are made
subsequently, the payment will first be applied to the
balance of the interest that was due at the time the
account was charged off, and any additional amount will
be credited to principal, unless the organization has
authorized a different procedure satisfactory to the
Area Director.
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On each loan made by the United States which becomes
uncollectible, interest shall be calculated to the

June 30 preceding the report on which the loan is
recommended for caneellation. The date to which
interest is figured shall be shown in the recommendation
for cancellation.

¢. Errors in Caleculating Interest. Agency Credit Officers
shall check to make certain that interest calcuwlations
are correct. Area Credit Officers will check sufficient
transactions to assure themselves that interest is being
properly calculated.

Errors in interest calculations of 24¢ or less may be
disregarded in making adjustments. The cost of making
corrections and adjustments probably would be greater
than the asmount of money involved, Where errors of 25¢
or more are discovered, it will not be necessary to
correct receipts, but the attention of the Superintendent
or lender shall be called to the errors in writing, in
order that corrections may be made at the time of the
next payment. If the loan has been paid in full,
corrections may be ignored in amounts not exceeding $1. OO.
Errors over $1.00 shall be corrected.

1.7 Records and Reports.

A. Cooperatives and Corporations. Accounts and records must
be maintained in accordance with the articles of assgo-
ciation or incorporation and bylaws or other organization
papers. Each accounting system shall be in writing, be
gatigfactory to, be approved by the Area Director, and
be maintained in a manner satisfactory to him. Ordinarily,
the accounting system should be installed by the same
party that will audit the organization's accounts and
records.,

(1) Audits. Accounts of each cooperative or
corporation shall be audited annually at its
expense, unless an exception is authorized by
the Ares Director. Advance approval of a
certified or licensed public sccountant
employed to conduct an audit is not required.
The scope of the examination will be made in
accordence with the generally accepted auditing
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standards. Advance approval of the Area
Director is required before a noncertified
or unlicensed accountant is employed. Audits
should be made at the close of the organi-
zation's fiscal year. Cooperatives and
corporations will submit four copies of each
audit to the authorized body of the tribe.
Three copies will be furnished by that body
to the Superintendent, who will retain one
copy, and submit the other two to the Area
Director, with his comments. The Area
Director will take such action thereon as

he deems appropriate, and forward one copy,
together with copy of his action and the
Superintendent's comments, to the Commissioner.

(2) Reports. Reports will be submitted in
accordance with 47 BIAM Supplement k.

B. Individuals. The type of records to be meintained by
individual borrowers will vary with the type of enter-
prises financed. Officers approving loans may include
provisions for record keeping as part of their loan
approvals.

Individuals shall be encouraged to maintain records to
show which items of their property are in trust and which
are in non-trust status, in order that they wmay verify
that the property they claim to be trust actually is held
in such status.

1.8 Maturity.

A. Cooperatives and Corporations. The maturity will be
determined by the purpose for which the loan is requested,
but may not extend longer than the lending organization's
loan from the United States, unless the lender has credit
funds other than those borrowed from the United States.

B. Individuals. Each loan for the purchase of land, for the
purchase, construction, or major improvement of homes or
other buildings, for land improvements, and for other
items customarily requiring long-term financing, shall be
scheduled for repayment at the earliest practicable date
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congistent with the borrower's ability to repay. Ordinarily,
the loans should be scheduled for repayment in fixed amounts
at periodic intervals. The maturity of loans guaranteed or
insured under the provisions of the Servicemen's ReadjJustment
Act will be scheduled for repayment in accordance with the
regulations of the Veterans Administration (see L7 BIAM 6
and W47 BIAM Supplement No. 3). In no event may a loan by an
crganization extend beyond the maturity of its loan from the
United States, unlesg the organization has other funds
-available to permit it to make the loan without Jjeopardizing
its ablility to make prompt repayment of its obligation to
the United States.

Direct amortization schedules may be used on loans with
monthly maturity terms.

It sometimes 1s advisable to schedule the maturity of loans
for not to exceed one year, The one-year maturlty procedure
is a common credit practice and has some advantages. Under
this- system, it is not expected that the loan necessarily
will be repaid in full within one year. Ordinarily, loans
for non-recoverable items should be repald within the one-
year period, except those from which no income the first
year can be oblasined. The one-year maturity procedure on
other items provides a meansg of permitting borrowers to make
payments in accordance with income. If s borrower has a
good year and substantial income, large payments should be
required. If a poor year with low income ig expevienced,
smaller payments may be in order. If a borrower demonstrates
industry, menagerisl ability, and good faith, and makes
reasonable repayments in accordance with income, the unpaid
balance may be extended or refinanced for an additional year.
Successive extensions or refinancing for not to exceed one
year may be approved under the same conditions in conbtinually
decreasing amounts. Where organizations are charging flees
on loans, borrowers should not be charged on the unpaid
balances extended or refinanced. (See 47 BIAM Supplement

No. 1,1.3 I (1) regarding Truth in Lending - Consumer Cost
Disclosure and Fair Credit Reporting Act.)

The one-year maturity procedure also has the advantage of
requiring checkups at least annually on operations of
borrowers, including revisions of operating plans, where
necessary, and inspections of assets.
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1.9 Security. An applicant with security to offer for a loan should
be required to offer it up to an amount adequate to protect the
interests of the lender. ILack of security, however, does not
prevent a loan from being made if the applicant's plan shows
reasonable assurance that it will be repaid, and if the applicant's
menagerial sbility, reputation for industry, end financial
responsibility are satisfactory (see 1.5 C above).

The Bureau's credit system is basged upon planning, rather than
security (see 1.3 N (1) above and 1.9 G below). Care should be
exercised not to confuse a well-planned loan, secured only by the
property purchased with the loan, with a relief case. Ordinarily,
it is not possible to take a strictly relief case, and by the
extension of credit, rehabllitate the borrower and assure repay-
ment of the loan. There is no authority to extend credit when it
may not be expected, under reasonsble circumstances, that the
money will be repaid, To divert credit funds into "loans,” which
it is known from the start probably will not be repaid, would not
be keeping faith with the Acts making funds available for loans
to Indians.,

A. Chattels, Each loan will provide that the title to all
chattels purchaged with the loan will be taken in the
name of the borrower. Unless other adequate security is
available and pledged for the loan, a security interest
in the chattels purchased with the loan should be
cobtained, Security interests will be perfected in
accordance with the Uniform Commercial Code, as adopted
in each State. If an applicant owns trust or restricted
livestock or other chattels of the same class as the
property to be purchased with the loan and which are
capable of being intermingled, the interests of the
United States therein will be released prior to approval
of the loan in order that all of the applicant's property
of the same class that can be intermingled may be in the
game title status. Unless other adequate security is
available for the loan, such property should be included
in a security agreement given to secure the loan.

B. ILand. Tndians may own some lands in trust or restricted
status and other lands in fee status. Title to lands
purchased with funds loaned to individual Indians may be
taken in a brust status in accordasnce with the policies
expressed in 54 BIAM provided there is statutory authority
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for taking of such title. A general discussion of tThe
authorities for the tsking of title in the United States
in trust for individual Indians and Indian tribes is
contained in 54 BIAM (see 1.L F above).

Unless other security is available and pledged for the
loan, & mortgage on any land purchased with the loan

(see 1.9 R below) will be taken and recorded in accord-
ance with State laws. Ordinarily, if title is taken in
fee simple the loan should be handled through escrow, and
a policy of title insurance reguired.

¢. Mortgages of Trust Land. Mortgages of trust land may be
given as security for loans from organizations in accord-
ance with the provisions of 25 CFR 121.61 and 91.13(b)
(see 1.9 R below).

D. Non-trust snd Unrestricted Property. Non-trust and
unrestricted property may be required as security for
loans. File or record appropriate securing documents on
such property in accordasnce with the laws of the State.

E. Crops Grown on Trust or Restricted Land. Security
interests in crops grown on trust or restricted land nay
be obtained for loans. File or record securing documents
in accordance with the laws of the State.

F. Assignment of Income. An "Assignment of Income from Trust
Property” on Form 5-4719, (formerly Form 5-845), or an
"pssignment of Trust Property and Power to Lease"” on
Form 5-4720, (formerly Form 5-846), may be taken as
security for any loans.

G¢. Judging Security. TLoans to individuals by organizations
and the United States, and loans to cooperatives and
corporations by tribes, and security given therefor, can-
not be judged entirely by banking standards. The alm is
to rehabilitate Tndians and enable them to become self-
supporting through credit-financed productive enterprises.,
Borrowers who attain the goal of self-support ordinarily
can repay their loans, The objective will not be reached
if the losns are not repaid, In general, whether or not
an applicant has security to offer is not so important as
whether he is the type of individual who will succeed
with his enterprise and repay the loan.
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H. Adequate Security. Adeguate security means sufficient
security to protect the loan in the event of failure of
the borrower's enterprise. If for any reason the
borrower's credit-financed enterprise should fail,
adequate security would enable the lender to realize
sufficient proceeds from liquidation of the security
to repay the loan in full.

I. Full Security. TFull security means more than adequate
security. Even though market or economic conditions
should develop unfavorably, or if there should be lack
of supervigion, industry, or other shortcomings, a fully
secured loan would have assets behind it in an amount
more than sufficient to protect the lender fully.

J. TInspection Report. Any security offered for a loan must
be inspected and a report made therecn. Ordinarily, on
each loan by organizations, the report will be signed by
an suthorized representative of the organization. On
each’ loan by the United States, the Area Director or
Superintendent will designate the inspector. Approving
officers may require inspection reports before acting on
request for modification. Credit employees may not be
designeted as inspectors when inspections involve
technical knowledge of the type of property being
inspected.

K. Reputation for Industry. Applicants with good reputations
for industry and dependability shell receive preference.
Even though the security which industriocus applicents may
have to offfer is limited, they shall be given preference
over cther applicants who do not have good reputations
for industry, even though the latter may have full
gecurity to offer. The purpose of loans is not served
by levying upon the security, but by improving the
economic gtatus of borrowers.

I. Reputation for Financial Responsibility. Some applicants,
although they have reputations for financial responsibility,
and industry, may not have adequate amounts of security to
offer. Loans may be approved in such instances even though
the security offered is inadeguate, provided the applicants?
plans indicate reasonable possibilities of repayment.
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M. Managerial Ability. A loan is not warranted, regardless
of other Tactors, unless there is evidence that an appli-
cant has managerial ability to conduct the enterprise
successfully. Even though the loan may be adequately or
fully secured, approval is inadvisable unless the applicant
has managerial ability.

N. Split Security. "Split" security for the purposes herein
is security consisting of liens which do not cover all of
a borrower's property of a particular class which can be
intermingled, and should be avoided insofar as is feasible.
For exeample, a lien on a part of an applicant’s cattle or
on only a portion of a crop of a particular kind, 1s
considered "split" security. A lien on a borrower's
cabtle without including his hogs and sheep, or on his
wheat without including his ocats and barley, is not
congidered "split" security.

0. 9plit Losns. A "split"” loan for the purposes herein is
one where the financing of an enterprise of a particular
class is undertaken by more than one lender. Loans of
this type should be avoided. Usuvally it is considered
good practice either to take care of all of an applicant's
crop or livestock financing or nome of it. If indebtedness
has been incurred previous to submittal of an application
for a loan and if the interests of the lender are reasonably
protected, a "split" loan may be justified in special
ingtances. As an example, if an applicant had incurred
indebtedness to a bank for crop financing which indications
are he will be able to repay, and he required additional
financing which the bank is unwilling to furnish, an
organization may make a loan to supply the additional
financing if its interests in the loan can be protected.
In some cases, however, it might be desirable to refinance
the indebtedness owing to the bank (see 1.3 J above) in
order to obtain a first lien.

P. Repayment Source. Although each loan 1s to be protected
by security up to an adequate amount, repayments are
expected from the income produced by the loan financed
enterprise. The necessgity of levying on the security
will be avoided insofar as possible, and still protect
the interests of the lender. The purpose of the loan is
not served by levying upon the security.
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Q. Security Execubed. The security offered and accepted, or
required by the commitment order, must be given and the
papers completely executed before any advance of funds is
made, excepl property purchased with proceeds of the loan
and in which the lender expects to obtain a security
interest after purchase, Following purchase of the
property a securing interest therein will be perfected
in accordance with the laws of the State.

R. PFiling and Recording. All securing documents, except
assignments of income from trust land, and securing
documents in Alaska to which the Ship Mortgage Act of
1920, as amended, applies, shall be filed or recorded in
the appropriate County or other public office in accordance
with State law. Security interests in personal property
will be perfected in accordance with provisions of the
Uniform Commercial Code as adopted in each State. Assign-
ments of income from trust land may be filed in the
Agency Offices. Officials of organizations and Agency
and Area Office staffs will familiarize themselves with
the laws of the States in which they are operating, and
make certain that the securing documents filed or recorded
in the appropriate County offices are kept effective.

Area Office staffs will check with Field Solicitors to
make certain they are interpreting State laws correctly.
Area credit employees will make inspections on their
vigits to Agencies to see that effectlve securing
documents are filed or recorded.

S. Releages and Batisfactions. When part of the livestock
covered by a security agreement ig to be disposed of prior
to repayment in full of the loan secured by the livestock,
the debtor shall cbtain the written consent of the secured
party to sell, trade, exchange or otherwise dispose of the
livestoek. Such consent shall describe specifically the
livestock and manner of payment, and copies shall be filed
in the loan dockets.

A partial release need not be executed and filed, unless
required by State law, the lender, or the purchaser.

Bach loan agreement will provide that none of the
encumbered property may be gold or otherwise disposed of
without the written consent of the lender. Where feasible,
lenders in range States will endeavor to furnish period-
ically to local and terminal markets and appropriate brand
inspectors a list of all borrowers whose livestock is
encumbered.
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On loans by an organization, releases and satisfactions
will be executed by the authorized offiecial of the
organization. On loans by the United States, the
documents will be ezecuted by the Superintendent. Such
documents will be filed or recorded in the County or
other public office as required by State law.

T, TForm of Securing Documents. The financing statement,
security agreement, and real estate mortgage forms in
general use in the variocus States may be used, provided
each form is first checked and approved by the Field
Soliecitor.

1.10 Penalties on Default. As repayments on loans become due, the

policy is to collect, extend, or liquidate pursuant to applicable

regulations in 25 CFR 91.

Borrowers will be required by organizations, on loans by
organizations, or by Superintendents on loans by the United
States, to conform to the terms and provisions of thelr loan
agreements, including repayment schedules therein. I1If an

organization permits violation of agreements with its members,

" and fails to take appropriate liquidation action, it subjects
itgelf to the default penalties prescribed by 25 CFR 91.10.-
On loans by organizations, loans will be declared in default
by the bodies authorized to aet for the organizations. On
loans by the United States, such action will be taken by the
Superintendent or Area Director.

A, Volunbtary Surrender of Property. The preferred procedure
in repossessing property given as security for a loan is
for the borrower to surrender sufficient property volun-

tarily to liquidate the balance owing on the loan. Every

effort should be made to convince the borrower that this
procedure will best serve his interests and those of the
lender. Where property is surrendered voluntarily, the
following procedures will apply:

(1) Agreement for Voluntary Liquidation. The
horrower and the authorized officer of the
lender will execute Form 5-4717, (formerly
Form 5-840).

(2} Mutual Agreement on Valuation of Property.
On loans by the United States, if the
Superintendent and the borrower mutually -
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agree upon a valuation of the property to
be repossessed, and if a suitable buyer can
be located who will purchase the property
at the agreed upon valuation, such property
mey be sold.

On losns by orgenizations, agreement on the
valuation of the property by an authorized
representative of the lender and by the
borrower is required before the property may
be sold. Appraised valuations mutually agreed
upon should be entered on Form 5-4717. Proper
releases will be filed promptly in the appro-
priate County or other public office after the
sale is completed.

(3) Appraisal Committee's Veluation of Property.
If a mutual agreement cannot be reached, a
committee will be selected to appraise the

“property. On loans by the United 8tates, one
member will be selected by the Superintendent,
one by the borrower, and one by these two
members., On loans by organizations, one mem-
her will be selected by the authorized officer
of the lender, one by the borrower, and one by
these two members. If the Appraisal Committee's
valustion is satisfactory to the borrower and
to the Superintendent (on loans by the United
States) or the authorized officials of the
lender (on loans by orgenizations), and if a
buyer can be located who will purchase the
property at the appraised value, it may be
gold.

(4) Nonagreement with Appraisal. If the borrower
will not agree to the appraised value, the
property may be sold only in accordance with
the laws of the State in which it is situated
unless other sale is mutually agreed upon.

B. Involuntary Surrender of Property. If the borrower will
not execute Form b-L717 and voluntarily surrender the
property given as security, it will be repossessed and
sold in accordance with the laws of the State in which
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it is gituated, except where other sale is mutually
agreed upon, and except in the case of loans by some
tribes which have promulgated ordinances to handle
foreclogures through tribal courts. In the latter
case, foreclosures may bhe handled through tribal
courtas. The Superintendent will act for and on
hehalf of the United States on loans by the United
States. On loans by organizations, an authorized
representative of the organization w111 act for and
on behalf of the lender.

C. Care of Renossessed Property. Repossessed property,
regardiess of whether it was repossessed voluntarily ox
involuntarily, will be stored in a place of safekeeping
prior to sale or placed under adeguate care, where
depreciation in value willl not be excesgive, and where
there is adequate protection to prevent the property
from being stolen or used.

D. Disposition of Repossessed Property. All property
reposseggsed will be sold at the earliest practicable
date and shall not be retained longer than nhecessary
to obtain a falr price thevrefor.

(1) Responsibility of Superintendent. If anj
repossessed property on loans either by the
United States or by organizations remains
on hand for mere than six monthes after the
date of repcssession, the Superintendent will
make a repocrt to the Area Director explaining
the delay and any difficulties encountered.
The Area Director will render all practicable
assistance in disposing of the property.

E. Application of Proceeds of Sales. TFroceeds of sales
will be applied in the order below, unless such
application is contrary to State law, In which case
the State law will be followed.

First, for payment of expenses of the appraisal and
sale, including expenses incidental to transporting,
caring for, and maintaining the custody of the
property sold pending sale and fees for release of
county-~filed securing documents.
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3econd, for interest in full on the borrower's loan.
Third, for payment of principal of the horrower's loan.

Tourth, any balance remaining will be paid to the
horrower. -

¥. Report of Sales. Borrowers will be furnished reports of
gales. On loans hy the United States, the reports will
be furnished by the Superintendent. On loans by organi-
zations, they will be furnished by authorized representa-
tives of the organizations. Coples of all reports will
be furnished the Area Director. ZEach report will show:

(L) CF number of loan involved,
(2) Date of original loan.
(3) Amcunt of original loan.

(4) Property purchased with the loan and amount
paid therefor.

(5) Security given for the loan.

(6) Payments made on the loan, both principal and
interest.

(7) Balance owing at time of ligquidation.

(8) Property repossessed and the appraised or
agreed upon value.

{9) Sale. Nature of sale, listing property sold,
expenses incurred, and net amount remaining,
itemized,

(10) Application. Show application of proceeds on
the loan, itemized.

(11) Balance. Amount of remaining indebtedness,
or amount to borrower's credit.
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G¢. Accounting for Property. On loans by the United States,
property repossessed will be taken up on the property
records of the Agency. Its appraised value will be shown
on ‘the property cards. When it is disposed of, it will
be dropped from the Agency property records, and the sale
price shown on the records. If tThe gale price is more or
less than the appraised value, these instructions will
serve as authority to drop the difference or to credit
the excess to the horrower. '

H. Protection of Iender's Interests in Property of Deceased
Borrowers. Organizations and Superintendents will take
all steps necessary to safeguard and protect the property
of a deceased borrower in which either the organization
or the United Staltes has an interest, until the obliga-
tion is liquidated or assumed by heirs of the deceased
borrower, or by other parties, The lender may collect
from the ultimate owners of such property, or deduct
from the proceeds of the sale thereof, reasonable
expenses for lts care., Organizations will protect their
interests by promptly notifying the Superintendent, or
Hearing Examiner Probate, and the tribal court, if anmy,
in writing, of interests in the estate of the decedent.
The Superintendent similarly will protect the interests -
of the United States in loans made by the United States.
After reserving estimated probate fees, and after payment
of funeral expenses, last illness, etc., any funds
accruing to the estate from income or property pledged
as security for the loan, will be applied on the
indebtedness to stop acerual of interest. Proceeds of
gales of property purchased with credit funds will be
applied on the indebtedness.

(1) Action. The action which the organization or
Superintendent will take in case of deceased
borrowers will be governed by the circumstances
of the particular loan. In some instances, it
may be necessary to declare the loan in default.

(2) Assumption of Indebtedness. If the apparent
heirs of & deceased borrower (or one or more
of the apparent heirs with written agreement
from the other appesrent heirs) desire to
assume the indebtedness of the borrower, and
will sign notes and such other guarantees of’
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repayment as the lender may regulre, the
property may be turned over to them, IT
the lender hag assumed expenses in caring
for such property prior to its being taken
over by the apparent heirs, the lender may
collect such amounts from the heirs before
turning the property over to them. If the
property ig sold, such expenses may be
deducted from the proceeds of the sale,
before credit is entered on the borrower's
account.

(3) Joint Loans. The action to be taken will
depend upon the right of the survivor in
the property purchased with or created by
the loan. Action contemplated should be
checked and approved by the Field Solicitor.
Generally, when one party to & Joint loan
dies, and the property purchased with and

- given as security for the loan is sufficient
to cover the outstanding indebtedness, and
where the remaining party desires to con-
tinue with the enterprise, it is usually
advisable for the remaining party to reguest
liquidation of the loan. A new loan may
then be made to the survivor to purchase
the aggets, All such new loans must be
judged on their own merits the same as any
other applications. In case the property
purchaged with or given as security for the
loan is insufficient to cover the out-
standing indebtedness, or in case the
surviving borrower does not desire to
continue with the enterprise, the Field
Solicitor will be consulted as to the
action most advisable.

(4) Report of Indebtedness of Deceased Borrowers.
Promptly following the death of an Indian
indebted to an organization or the United
States, steps will be taken to bring about
any adjustment which may be necessary. A
statement shall be drawn up on Forms 5-4726
and 5-4727, (formerly Forms 5-883 and 5-883a).
The title of the form shall be changed on
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indebtedness owing organizations. The form

shall set forth CF or contract numbers, dates,
original amounts of agreements, repayments,
repayment dates, balances due, and a list of the
property purchased under the agreements. On the
reverse side of this form will be set forth all
adjustments between the date of death of the
decedent and the date the hearing is held in
connection with the determination of heirs. It
also will explain what disposition has been made
of all capital goods purchased under the agree-
ments, or given as security therefor. This
report should be furnished to the Hearing Examiner
Probate, in triplicate, before the time of the
hearing, Care must be taken that the information
present in the form is accurate (see 25 CFR 15).

T. Uncollectible Loens Made by Organizations. When it
becomes oqbvious that the balance dvue on a loan is
uncollectible, the governing body of a lending organi-
zation should pass a resolution dropping the loan from
the active accounting credit records of the organization.
Such action will not release the borrower from his
obligation for payment, but serves merely to charge off -
the account on the organization's active accounting
records. The procedure the orgenization wishes to
follow regarding interest accruals will be set forth
in the authorizing resolution (see 1.6 F above).

J. Loans Assigned to the United States. When a loan made
by an organization is assigned to the United States
under the agreements included in the organization's
loan comtract with the United States, in order that
the Department of Justice may teke action against the
borrower, or for any other reason, such loans will be
reported by the Superintendent, transmitted through the
Area Director, to the General Accounting Office so that
a record of the debt may be made by that-0ffice for
offset against any claim of the debtor which may in the
future come before that Office for settlement.

Where organizations are in default in loan agreements
with the United States, under the terms of the general
asgignments (where included as part of the loan agree-
ments with the United States) the obligations of the
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1.11

1.12

1.13

1.14

borrowers to the organization become cbligations due the
United States. Any delinquencies of borrowers from such
organizations will be reported to the General Accounting
Office until the indebtedness of the orgsnization to the
United States either is paid in full or the organization
is deelared to be no longer in default. When organiza-
tions repay their indebtedness to the United States in
full, and loans made by such organizations have been
reported to the General Accounting Office, that Office
shall be apprized of the fact by the Superintendent
reporting through the Area Director, so that it will no
longer consider the original debts to the organization
as debts to the Unlited States.

Asgigriment. Borrowers from organizations may not assign their
losn agreements, or any interest therein, to third parties with-
out the consent of the governing bodies of the organizations and
the Area Director. Borrowers from the United States. likewise
may not make such assignments without the consent of the Ares
Director.

Tribal Fundg. Tribal funds used for credit purposes which have
been advanced pursuant to 47 BIAM Supplement No. I,1.13 are i
subject to the same provisions as loans of revolving credit funds
in the organization's relending operations, except that loans nay
be made for support and burial purposes (see 1.4 D above) and to
individuals of less than one-quarter degree of Indian blood (see
1.2 ¢ (4) above). The United States may not meke direct loans to
individual Indisns from tribal funds.

Relending. Individual Indians may not receive loans from the
United States or from organizations to enable them to relend
money to others. Cooperative associatlons may not receive loans
from tribes to relend money to their members, or to other
parties.

Repayments. Payments for fees, repayments of principal, and
payments of interest on all loens shall be accepted at all
reasonable times. Amounts paid on each loan will be applied
first on interest and the balance on principal.

A. Loans by the United States. On loans by the United
States, an official receipt will be issued for each
payment and the amount taken up as & collection in
accordance with existing fiscal regulations. The
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official receipt will show the amount of principal on
which interest has been computed, the rate of interest,
the inclusive dates for which the interest is paid,
stating the interest, and the application of the pay-
ment on principal and on interest, and the balance of
the principal unpaid. The receipt will also show the
number of the contract on which payment is being made.

(1) Report to Central Office. Copies of receipts
and vouchers will be accumulated by the Area
office, and the amounts of advances and
collections thereof will be reported on Form
5-4701, Summary of Advances and Collections
(formerly Form 5-800), (see 47 BIAM Supplement
No. 1,1.15 B for instructions).

B. Loans by Orgesnizations. If an officer of the organization
is ponded, and if such officer is authorized in the loan
agreement contract between the United States and the
organization to accept repayments, such officer will
accept repayments and issue a receipt to the horrower on
Form 5-4716 (formerly Form 5-825), unless use of a
different receipt form is authorized by the Area Director.
Each receipt shall be prenumbered. The collection ghall
be deposited immediately in the organization's approved
depository. In those cases where the organization's
credit funds are deposited in an IM account, the officer
shall receive an official receipt from the Bureau of
Indian Affairs' Collection Officer for the amount of the
deposit.

(1) Payments to Collection Officer. Unless the
loan agreement contract between the organi-
zation and the United States specifically
provides that collections may be made by the
organization's bonded officer, all repayments
will be made direct to the Bureau of Indian
Affairs designated Collection Officer., Such
officer will issue an official receipt to the
remitter for the account of the organization,
The remitter will receive the original receipt,
and copy will be furnished the organization.
Care will be used to see that repayments are
deposited in the IM account of the organization
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and NOT IN THE TREASURY, Form 5-14716 need not
be issved in such instances. The Collection
Officer will furnish the organization with a
copy of the official receipt, in order that
proper entries may be made on its records.

1.15 Amendments of Articles of Association and Bylaws. Amendments to
and revocation of articles of association and bylaws of coopera-
tive associations require approval of the Commissioner.
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[aN]
P

2.2

Supp.

Poliey. Loans to Indians for educational purposea may be made
only if no other means of financing is available.

General. The following provisions apply to all educaticnal
loans.

A. Application. Form 5-4729 (formerly Form 5.1453C) will be
submitted in triplicate, filled out by the applicant
personally, in ink or on a typewriter. It shall be signed
by the Superintendent and contain a recommendation for
approval of & specific amount, or of disapproval. The
Superintendent's recommendations will be based upon the
review and recommendations of gualified personnel of the
Office of Education Programs. Incomplete applications
will not be considered.

B. Transcript of Credits. An official transcript of high
gschool credits (and college credits, if any) will be
procured by the Agency official handling educational
loans and be attached to the application.

¢, Curriculuvm Approval. The courses to be pursued, and
the institution to be attended, will be subject to
approval of the officer finally approving the loan,
based upon review and recommendations of qualified
personnel of the Office of Education Programs., Any
change in school or courges after the loan is approved
likewise require approval. Loans may be made only for
courses requiring a minimum of nine months for
completion.

D. Amount. The amount of the loan will be restricted to
the amount required in addition to personal and family
resources.

Applications may be submitted to finance the entire
course contemplated by the applicant. The amount to be
advanced each year will be shown, After the first
advance is made, subsequent advances will be made if
the student is making a sabisfactory record. After the
first year, the student will be required to submit a -
personal letter to the Superintendent containing an
itemized budget of the amount provided by his loan
agreement for advance in a particular year. A tran-
script of credits also will be furnished. If the
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budget and transcript are satisfactory, subgequent
advances as provided by the loan agreement may be
made. If the record during the first-year, or during
any subsequent year, is not satisfactory, the
unadvanced portion of the loan may be cancelled by
the Superintendent. The total amount advanced will
then become due and payable on the first day of the
month following such cancellations.

(1) Annual Basig. In lieu of submitting applica~
%tions for the entire course, loans may be
requested on an apnual basis. When an
applicant prefers to handle his loan on an
amnmual basis, loans after the first year
shall inelude refinancing of indebtedness
to the same lender from previous years in
order that all indebtedness may be covered
by one loan agreement. -

E. Responsibility for Securing Repayment. The Superintendent
Wil assist lenders in securing repayment of loans in
accordance with repayment schedules in loan agreements.

F., Security. Loan agreements must be signed by the borrower
and one or more co-signers. The security provisions of
Form 5-4730 will be carefully explained to the borrower
and co-gigners. Security in addition to that included
in Form 5-4730 may be required.

G, TFiling. Securing documents, other than that contalned
in Form 5-4730, shall be filed or recorded in accordence
with State law at the expense of the borrower. Care will
be used to see that liens are kept effective until the
obligation they are given to secure is discharged.

H. Budgets. Annual budgets shall be carefully prepared, in
order that advances may conform to the applicant’s needs
throughout the school year.

I. TFiles. Applications and attachments become part of the
Tiles of the lender, and cannot be returned to the
student. Borrowers will, however, be furnished an
approved copy of loan agreements executed under authority
of approved applications.
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J. Reports. The Superintendent or lender may reguire
borrowers to furnish progress reports or other
information from time to time.

K. Student’s Responsibility. It is the responsibility of
The student to know the contents of all papers signed
in connection with his loan, and the repayment and
interest provisions.

I, Failure of Student. If a student fails to receive a
passing grade in two or more courses, the cause shall
be determined, and funds for continuing the course shall
not be released untll favorable recommendation has been
made by the final approving officer.

M. Caubtions. Submittal of an application does not insure
that & loan will be made. Applicants should be instructed
not to incur obligations on the assumption that a loan
will-be approved. It 1s inadvisable for any student
dependent upon & losn to enter school until he has received
notice from his Superintendent specifically stating that
the loan has been approved.

N. Approval. The Area Director may approve loans subject to
the availability of funds under authority of 10 BIAM 3.1.
Superintendents may approve such loans pursuant to Area
redelegation ordews.

0. Modifications. Modifications of loan agreements will
require approval recommendsations of the Superintendent, and
approval by the officer who approved the loan. originally.

P. Relationships. Employees of the Division of Credit and
Financing will work closely with employees of the Office
of Fducsbtion Programs on spplications, modifications,
ete,, of loans for educational purposes. Credit officers
will not recommend educational loans or modifications
either for approval or disapproval., Such recommendations
will be by an authorized representative of the Office of
Education Programs. Credit and Financing employees are
responsible to see that all educational loans conform to
the regulations of the Secretary and instruetions of the
Commissioner; that appropriate accounting records are
maintained; and to keep Superintendents and employees of
the Office of Education Programs fully informed regarding
the status of educational loans. Staff work for the
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Superintendent in connection with the follow-up,
supervision, and collection of educational loans
will be the responsibility of employees of the
Office of Education Programs located at the Area
and Agency levels.

2.3 Loans by the United States.

A, FEligibility. Loans may be made for higher education or
special training to applicants of one-quarter or more
degree of Indian blood who are not members of a corpora-
tion, tribe, or band that is meking loansg, and who are
ineligible for loans from a credit agsociation.

B. Application. The Superintendent will forward applica~
tions prepared pursuant to 2.2 A sbove to the Area Director
for action. Representatives of the Office of Education
Programs and of the Division of Credit and Financing will

~ pass upoh applications before approval action by the Area
Director pursuant to 2.2 N above.

¢. TLoan Agreement. If an applicabion is approved, & loan
agreement shall be executed on Form 5-4730 in guintuplicate.
The application and attachments will not be made a part-of
the loan agreement and, with the exception of securing
‘documents, will be filed pursuant to 2.2 I sbove. Each
agreement will be assigned a CF and contract number (see
1.5 N above). The original will be retained in the
Bureau's dccounting office., The other copies will be
distributed as shown on the form. Copies of any securing
documents shall be attached to each copy of the sgreement.
The original of securing documents will be handled pursuant
to 2.2 ¢ above. Upon repayment of the loan, the original
securing documents will be returned to the borrower.

D, Advance of Funds. Allotments of funds for educational
Toans will be submitted in accordance with gtandard
procedures (see 1.3 X). Advances of funds to borrowers
will be made in accordance with provisions of approved
loan agreements.

E. Reports. Reports of educational loans will be included
with any other loans direct from the United States pursuant
to W7 BIAM 1l.
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F. Refinancing. Fuunds to refinance loans made from revolving
credit funds may be included in applications pursuant to
2.2 D (1) above. Funds may not be included to refinance
loans made by other lenders.

. Interest. Interest shall be charged at the rate of three
percent per annum. Interest shall start on the first day
of the wonth following one year from the date of completion
of the eduecational course for which the lcan is made. In
the event of non-completion of the course, interest shall
start on the first day of the month following the date the
borrower drops oul of gchool.. Interest charges shall he
suspended during periods when borrowers are enrolled in
schools of higher learning, and during periocds of service
in the armed forces of the United States.

H. Repayment. Repayment of loans shall be scheduled at the
rate of $10 per month per $1,000 of indebtedness calculated
to the nearest even dollar. (Example: $1,500 would require
monthly payments of $15; $1,550 also would require $15; and
$1,551 would require $16.) Repayments shall start on the
first day of the month following one year from the date of
completion of the course for which the loan is made, In the
event of non-completion, the entire loan will be due and
payable on the first day of the month following the date the
borrower drops out of school. If, upon completion of the
course for which the loan is made, the borrower enrolls in a
school of higher learning, or enters the armed forces of the
United States, the requirement of monthly payments will be
suspended as long as the borrower is so enrolled or is
serving in the armed forces. Monthly payments shall again
be due on the first of the month after the borrower completes
the course, or otherwise leaves the school of higher learning,
or upon discharge from the armed forces. All repayments
shall be applied first on interest and the balance on
principal.

2.4 ILoans by Corporations, Tribes, and Bands.

A. Eligibility. Applicents must be members of the corporation,
tribe, or band making the loan. If the loan is to be made
from the revolving funds borrowed from the United States by
the organiczation, the applicant must be of at least one-
quarter degree of Indian blood. If the loan is to be made
from tribal funds, applicants are eliglble regardless of
degree of Indian blood. )
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B. Application. Applications must be acted upon favorably by
the body of the corporation, tribe, or band authorized to
act upon applications. It will then be forwarded to the
Superintendent, and handled pursuant to 2.3 B above.

¢. Loan Agreement. Loan agreements will be executed upon
approval of applications pursuant to 2.3 C above. Contract
numbers will not be assigned to such loan agreements, how-
ever, and the original agreement will be retained for the
files of the lending organization.

D. Advance of Funds. Advances of funds to borrowers will be
made in accordance with the provisions of loan agreements.

E. Reports. Reports of educational loans will be included with
any other loans made by the corporation, tribe, or band
pursusnt to 47 BLAM 11.

F. Refinancing. Funds to refinance loans made by the corporation,
tribe, or band may be included in applications pursuant to
2.2 D (1) above. Funds may not be included to refinance loans
made by other lenders.

¢. Interest. The corporation, tribe, or band shall declde the
interest rate it wishes to charge on educational loans, but
the rate must be not less than two percent per annum nor more
than the rate charged borrowers on loans for other purposes.
If a corporation, tribe, or band adopts a three percent rate,
and the procedures in 2.3 G and H above, and is indebted for
s loan from the United States, interest will not be charged
by the United States on the amount the organization has
outstanding in educational loans during the period the
organization is not charging its borrowers interest.

H., Repayments. Corporations, tribes, and bands shall decide the
procedure to be followed, but will be encouraged to adopt the
procedures in 2.3 H above. If the organization is indebted to
the United States, repayment schedules may not extend beyond
the final repayment date of the loan from the United States,
unless the organization has other funds to meke the loan, nor
unless such scheduling will not interfere with the organiza-
tion's ability to make prompt repayment of its indebtedness
to the United States.
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2.5 Loans by Credit Associations.

AD

Eligibility. Applicants must be eligible for membership in
the association meking the loan, and must be of at least
one-quarter degree of Indian blood. Borrowers are required
to own shares in the association in an amount equal to $3
for each $100 or fraction thereof of the amount of the loan.

Application. Applications must be acted upon favorably by
the body of the association awthorized to act upon appli-
eations. It will then be forwarded to the Superintendent
and handled pursuant to 2.3 B above.

Loan Agreement. ILoan sgreements will be executed and handled
pursuant to 2.3 C and 2.4 C above.

Advance of Funds. Advances of funde to borrowers will be
made in accordance with the provisions of loan agreements.

Reports. Reports of educational loans will be included with
anry other loans made by the assoclation pursuant to 47 BIAM 11.

Refinancing. Funds to refinance loans made by the agsociation
may be included in applications pursuant to 2.2 D (1) above,
Funds may not be included to refinance loans made by other
lenders.

Interest. The association shall decide the interest rate 1t
wishes to charge on educational loens, but the rate must be
not less than two percent per annum nor more than the rate
charged borrowers on loans for other purposes. If an
association adopts & three percent rate, and the procedures
in 2.3 G and H above, and is indebted for a loan from the
United States, interest will not be charged by the United
States on the amount the organization has outstanding in
educational loans during the period the organization is not
charging its borrowers interest.

Repayments. The agsociation shall decide the procedure to be

followed, but will be encouraged to adopt the procedure in
2.3 H above. If the association is indebted to the United
States, repayment schedules may not extend beyond the final
repeyment date of the association's loan from the United
States, unless the association has other funds to make the
loan, nor unless such scheduling will not interfere with the
association's ability to make prompt repayment -of its
indebtedness to the United States.
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3.1 Eligibility. An enterprise is an activity operated for the
benefit of all members of the operating organization. Any
tribe, band, or Indian corporation is eligible to operate as
an enterprise unless prohibited by the provisions of its
organization papers. An activity operated for the benefit of
only & portion of the members of an orgenization ordinarily
should be orgenized as a cooperative association under State
law (see 1.2 A above) or as a State corporation (see 1.2 B
above) and not as an enterprise hereunder.

3.2 Application. Application will be submitted on Form 54728
{formerly Form 5-1492), unless otherwige authorized by the
Commissioner. Exhibits will be adapted to the requirements
of the particular enterprise for which financing is requested.
Applications should be worded flexibly to avoid the need for
continual modifications, particularly on minor matters.

A. Loans. Any funds used to finance enterprises on a
repayment basis are considered as "loans" for the
purposes of this chapter. If an enterprise is
financed in whole or in part with a loan from the
revolving fund pursuant to 47 BIAM 7, or by a loan
from a bank or other lender, in whole or in part,
the funds may be used only on a "loan" basis.
Financing with tribal funds may be either on a
"1oan" or an "investment"” basis (see subsection B
below).

The money used by an organization to finance an
enterprise is not "loaned" by the organization to

the enterprise. The operation of the enterprise is
an activity of the organization. The organization
thus is using funds, either of its own or borrowed,
to conduct a business, i.e., to operate the enter-
prise. However, for the purposes of this chapter,
any funds furnished an enterprise on a repayment
basis will be treated and reported as a '"loan.”

The procedure is adopted to facilitate accounting;

to permit ready determination of the economic
soundness of each enterprise; and to enable & ready
digtinetion to be made between funds used to
establish and operate enterprises where repayment

to the organization by the enterprise is not required.
This procedure also permits ready determination of
whether the tribe is receiving a fair return on funds
"1 oaned" to and invested in enterprises. :
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B. Investment. Any financing of an enterprise which an
organization does not require be repaid to 1t, will be
classitied as an "investment" for the purposes of this
chapter. :

¢. Number of Agreements. Total financing of an enterprise
will be included in one agreement, unless otherwise
authorized by the Commisslioner.

D. Modification. When the provisions of an Enterprise
Agreement need revision, i.e., when improvements in
operating plans are needed, when repayment terms require
adjustment, or when additional funds are necessary, a
request for modification may be submitted. The same
procedure will be followed as in the case of the original
application, except a modification handled in accordance
with 47 BIAM Supplement Wo. 1,1.3 E (see Illustration 1
to supplement for sample resolution). An excessive
number of modifications should be avoided. Otherwlse
considerable research is required to determine the
effective provisions. In some instances when a agree-
ment has been in effect for several years, the agreement
should be replaced with a modification containing only
pertinent contractual material. This modification will -
contain a provision that it replaces all previous
provigions of the agreement.

E. Procedure. 13/ The original and four coples of the
application or request for modification will be submitted
to the Buperintendent.

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 in the
Agency files of the minutes at which the authorizing reso-
lution was adopted. He will either take action on the
application under delegated authority or attach his
recommendations in duplicate to the application or request
and forward all copies to the Area Director.

13/ Where the only credit activity of an organization is the operation
of one enterprise, the procedure in 47 BIAM Supplement No, 1,1.3J
will be followed instead of the procedure herein.
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The Area Director will take action in accordance with 3.4 B
below, or will attach his recommendations and forward the
original and cne copy, and the original of the Superintendent's
vecommendations, bo the Commigsioner. The remaining three
copies will be retained temporarily in the Area Office.

(1) Incomplete and Improperly Prepared Applications.
Applications submitbed to the Superintendent which
are incomplete, or which have not been prepared
properly, or which do not comply with 3.2 F (13)
below, will not be acted upon or forwarded to the
Area Director. They will be returned to the
organization with full instructions for completion
or proper preparation, The Superintendent or Area
Director will not take approval action on any
application which is incomplete or improperly
prepared, nor will such application be forwarded

- to the Commissioner with recommendations for
approval or disapproval. It should be returned
- t0 the organization with appropriate instructions.

kj

Preparation of Application. The application will be prepared
in the official name of the organization as set forth in its
organization papers. If the organization does not have-
written approved organization papers, i.e., constitution,
bylaws, or charter, the name by which the organization is
recognized by the Commissioner will be used. A certified
copy of a resolubion indicating approval of the application
by the authorized governing body of the organization should
be included as Exhibit A. If a resolution contains several
different authorizations (including approval of the appli-
cation) and if a certified copy is already on file in another
contract or document between the organization and the United
States, Exhibit A may be a reference thereto instead ol a
certified copy (see Illustration 1 to this supplement for
sample resolution}.

Bxhibit B ig the most important part of the spplication. It
will be prepared in a manner which will best meet the
requirements of the particular enterprise. A more detailed
justification is required to support a request for financing
of a large or complicated enterprise than of & small enter-
prise involving a relatively simple activity. The following
should be included in the order shown.
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(1)

(2)

(3)

(L)

(5)

(6)

(7)

(8)

(9)

Neme. Show the name of the enterprise and the nature of
the business. The name of an enterprise may differ from
that of the organization by which it is operated.

Location. Show the principal place of business, In
gsome instances, a description of the land area where

the enterprise is to operate may be essential.
Applications involving financing of enterprises located
on potential flood plains including the construction of
new facilities thereon, shall be accompanied by a state-
ment setting forth an evaluation of flood damage
potential in the area.

Amount and Source of Funds. Show the amount and source
of funds which will be used to finance the enterprise.
If it is to be financed partly on a "loan" and partly on
an "investment" basis, show the amounts separately (see
3,2 A and B sbove). Show the dates on or after which
funds are to be advanced to the enterprise. It is also

- advisable to include a terminal date for the advance.

Repayments. The repayment schedule shall show the dates
on or before which smounts advanced on a "loan" basis
will be repaid to the organization. )

Interest. Show the rate of interest the enterprise will
pay to the organization on all funds used on a "loan"
basis (see 3.5 below).

Depository. Show where the funds of the enterprise will
be deposited. The depository requires approval of either
the Superintendent or the Area Director.

Receipts and Disbursements. Show how receipts and
disbursements of the enterprise will be handled (see
section 11 (b) and (d) of sample management contract,
Tllustration 3 to this supplement.

Bonds. Show provisions for the bonding of officers and
employees (see section 1l of sample management contract,
Illustration 3 to this supplement).

Management. (See sample management contract, Illustration
3 to this supplement.) Show how the enterprise will be
managed, and requirements for epproval of a mansgement
contract. Do not include the contract as ‘part of
application.
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If the enterprise ig to be financed with a loan of
revolving credit or an advance of tribal -funds from
the Treasury, provision ordinarily should be included
that a management contract will not become effective
until epproved by the Commissioner, Area Director, or
Superintendent.

Bureau employees will not use the control features
included in a contract for protection of the funds
loaned to and invested in the enterprise, as a reason
for interference in the menagement and operation of

an enterprise. Action by Bureau officials ordinaxrily
should be taken through the Council or other governing

bedy.

(10) Miscellaneous. The fiscal year should be stated and
intormation included on records, accounts, audits,
reports (see 3.6 below), insurance, title to property,
payment of Social Security and other taxes, and any
.other pertinent data affecting the operation of the
enterprise.

(11) Plans and Budgets. Development plans (those necessary
to get the enterprise started and anticipated expan-
sions or additions), operating provisions, annual
budgets, anticipated operating results, how net earnings
will be used, and any other information which will
assist in analysis of the enterprise should be included.
Show whether the enterprise will be operated on a cash
basis. Keep plans as simple as possible.

(12) Balance Sheet and Operating Statement. If an enterprise
were operating prior to submittal of the application,
include @ balance sheet ahd operating statement at the
close of its last fiscal year, or of more recent date.
Audited statements should be included, if available.

Tf elther the balance sheet or the operating statement
ig of a date more than three months prior to the date

of the application or request, a trial balance at the
clogse of the month preceding the date of the application
should be included.

(13) Numbering end Binding. The pages of each application or
request must be numbered consecutively, and if over five
pages in length, a table of contents at the beginning
must be inserted. '
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At least 1-1/2 inches should be left blank at the
top of each page. The application or request will
be bound at the top and each copy will be complete.

Failure to comply with the requirements herein will
result in rebturn of the application without action.

3.3 Purpose of Financing. The general purpose of financing of
‘enterprises is to promote the economic development of the
Tndian organization operating the enterprises and lts members.

3.4 Approval. All approvals of applications and requests for
modification for additional funds must be made subject to the
availability of funds. Approval action will be by a signed
statement, memorandum, or letter, the original and four copies
of which will be issued, Approvals will be attached to and
become a part of the agreement. Approvals may be either
conditional or unconditional.

A. Commisaioner. The Commissioner has authority to take
action on any application which could be approved by the
Area Director under delegated authority.

B, Area Director. The Area Director may approve applications
and requests for modifications where the indebiedness of
the enterprise to the organization does not exceed
$100,000, except modifications extending repayment terms.

¢, Superintendent. Superintendents may approve applications
and requests for modifications, pursuant to authority
delegated by Area Directors.

D. Conditional Approval. Applications and requests approved
conditionally require acceptance by the authorized body or
officials of the organization (see Illustration 1, Resolve 3;
and Illustration 2, Resolves 2 and 3 to this supplement).

E. Unconditional Approval. Applications and requests approved
lnconditionally do not require acceptance by the organization.

F, Procedure.

(1) Action of Commissioner. The original and three
copies of the Commissioner's action will be
returned to the Area Director with the original
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application or request. The Commissioner will
retain one copy and attach a copy of his action
thereto (see 1.2 E above for number of copies
submitted to the Commissioner)

(2) Action of Area Director.

(a) Final Approval. Regardless of whether
approval by the Area Director is condi-
tional or unconditional, he will attach
one copy of his action to the appli-
cation or request and forward it to the
Commissioner.

(b) General Action. The Area Director
will atbach either the Action of the
Commissioner or of the Area Director
to the original and three copies of
the application or request.

(¢) Unconditional Approval. The Area
Plrector will retain the original
application or request and action
thereon and forward three copies to
the Superintendent.

(d) Conditional Approval. The Area
Divector will attach his action or
that of the Commissioner to all
copies and forward original and three
copies to the Superintendent.

(3) Action of Superintendent.

(a) Unconditional Approvel. The Superin-
tendent will retain one copy of the
application or request, give one copy
to the manager of the enterprise, and
one copy to the authorized officer of
the organization.

(b} Conditional Approval. The Superin-
tendent will return the original and
three copies to the organization.
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He will explsain the conditions to the
officers or hody of the organization,
and to the enterprise manager.

Conditional approval actions will not
be effective until after acceptance
by the organization.

(¢) Superintendent's Approval. The
Superintendent will attach one copy of
his action to each copy of the appli-
cation or requegt. The original and
one copy will be forwarded to the Area
Director if the Superintendent's action
is unconditional. The other copies will
be handled in accordance with 3.k F
(3) (a) above.

(4) Action of Organization. The organization may either
- accept or reject conditions of approval.

(a) Acceptence. TIn the case of acceptance,
copy of the organization's action will
be attached to the original and three
copies of the application or regquest.
One copy will be retained and the
original and two copies returned to
the Superintendent.

(b) Rejection. In the case of rejection,
copy of the organization's action will
be attached to the original and three
coples of the application or request.
Two copies will be retained, and the
original and one copy returned to the
Superintendent.

(5) Distribution of Copies. Copies of all completed
agreenments and modlfications shall be furnished
the Commigsioner.

{a) Accepted Conditions. The Superin-
tendent will retain one copy of
acceplted applications or requests,
give one copy to the manager of the
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~(b)

(c)

G, Numbering.

enterprise, and return the original
and one copy to the Area Director.
If a manager for the enterprise has
not been employed at the time of
acceptance, the Superintendent will
retain one copy for the manager %o
be handed to and explained to him
later.

The Area Director will retain the
original application or request and
the original of the organization's
acceptance, for the Area Credit
Office. He will have copies made of
all acceptances of conditions of
approval and forward one copy to the
Commissioner for attachment to the
Commissioner's copy of the agreement.

Rejected Conditions. The Superin-~
tendent will retain one copy of the
rejected application or request, and
forward the original to the Area
Director. The Area Office will
advise the Commissioner of the
rejection.

Advice to Commigsioner. At the time
acceptances of conditions of approval
are forwarded to the Commlssioner,

the Area Office will advise the
Commissioner of numbers assigned to
the agreement pursuant to subsection G.
below.

Each application will be assigned both a CF

credit fund) and a TE (tribal enterprise) number after
approval and acceptance. FEach modification will bear
the same numbers as the application and also will be
numbered consecutively (Modification No. 1, Modification
No. 2, ete.).

The Area Credit Office is responsible for seeing that all
applications and modifications have been numbered .
properly and that information regarding the numbers
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is furnished all holders of the application. Where
provision for the operation of an enterprise is
sneluded in a loan sgreement conbract between an
orgenization and the United States, sce 47 BIAM
Supplement No. 1,1.3 K (8),

3.5 Interest. The rate of interest an enterprise will pay to an
organization will be set forth in its application or request.
Whether or not interest payments will be required on funds
permanently invested in an enterprise will be gtated in the
Enterprise Agreement., If the enterprise is financed by the
organizetion with revolving credit funds borrowed from the
United States, interest must be charged at a rate not less
than that charged the orgenization by the United States.

3.6 Records and Reports. Separate accounting records will be
maintained for eachn enterprise unless one enterprise is the
only activity conducted by an organization under W7 BIAM, in
which event the accounts of the organization may be accepted
as the credit accounting records of the enterprise. The
accounting system used will be satisfactory to the Area
Director.

A. Audits. The accounts of each enterprise will be audited
anmually at the expense of the enterprise at the close of
its fiscal year, unless an exception 1ls specifically
avthorized by the Council and the Area Director in writing.
Copies of all such exceptions shall be furnished the
Commissioner. The instructions in 47 BIAM Supplement
No. 1,1.7 regarding employment of audltors are applicable
to employment of auditors of enterprises.

(1) General. Five copies of audits are required,
one of which will be retained by the organiza-
tion and one by the enterprise manager. The
remaining three copies will be submitted to
the Superintendent, who will retain one copy
and forward two copies with his comments in .
duplicate to the Area Director. The Area
Director will take such action thereon as he
deems appropriate, and forward one copy with
his action and the Buperintendent's comments
4o the Commissioner. If the Commissioner has
any additional comments, they will be made to
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the Area Director. All correspondence Wifh an
organization regarding an audit will be conducted
by the Area Office.

B. Reports. Annual reports will be submltted by enterprises in
accordance with 47 BIAM 11.

3.7 Maturity. Tribal funds invested in an enterprise on a permanent
investment basis (see 3.2 B above) will not bear a maturity date.
Funds invested on a loan basis (see 3.2 A above) will bear a
nmaturity date. Unless an organization has sufficient other funds
to make the loan without endangering its ability to repay its
cbligation to the United States on schedule, the maturity of loans
will not extend beyond the maturity dates of loans to the organi-
zation by the United States (see 47 BIAM Supplement No. 1,1.8).

3.8 Security. No security need be required from an enterprise by an
organization. The enterprise is an activity of the organization.

Because the soundness of operations of an enterprise may determine
whether or not an organization will be able to repay & loan
received From the United States (see 47 BIAM Supplement No. 1,
1,9), the Commissioner or Area Director may, when aubhorized in
the organization's loan agreement with the United States, require
that the organization give the United States a lien on the asggets
of the enterprise and an assignment of income from its operations,
as security for the organization's loan from the United States.

3.9 Pepalties on Default. If plans and agreements of enterprises
'are violated, including failure to make payments as scheduled, or
if an enterprise is not being operated in a sound mamel, the
Superintendent will call the same to the attention of the organi-
zation and endeavor to have the necessary adjustments and
corrections made. If his efforts are unsuccessful, he will
report the unsatisfactory operations or violations promptly to
the Area Director, with full information end recommendabions ag
to action which should be taken.

The Area Director will then bake such action as he deems advisable,
and will work with the organization to correct any violation or
other shortcoming.

Unless a loan agreement between the United States and an organi-

zation provides otherwise, 25 CFR 91.10 (i) gives the Commissioner
avthority: |
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3.10

J.11

Supp.

"In the case of % % % enterprises ¥ * ¥ to liquidate
or operate, or arrange for the operation of the enter-
prise ¥ ¥ ¥ yntil its indebtedness is paid or until
the Commissioner hag received acceptable assurance of
its repsyment and of compliance with the loan
agreement."

25 CFR 91.12 (d) (6) also gives the Commissioner authority:

"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 Commissioner has received
acceptable assurance that the funds will be repiaced,
or that the enterprise will be operated in a manner
satisfactory to him."

Section 1 (e) of Form 5-4728 contains an agreement similar to
the foregoing.

The Commigsioner's authority asg outlined above has been delegated
to the Ares Directors by 10 BIAM 3.1. The Area Director is
responsible for btaking such action as may be necessary to assure
compliance with agreements, and to assure operation of enterprises
on & sound basls. '

If an enterprise ig operating soundly but is unable to make
payments to an organization for reasons beyond its control, a
request for modification extending the dates for repayment may
be submitted (see 3.2 D and E above).

Assigmment. 25 CFR 91.11 prohibits assignment of a loan agreement
or any interest therein %o a third party without the consent of
the Secretary or his authorized representative. The Secretary
delegated authority under this regulation to the Commissioner by
promulgation of section 11 (o), Order 2508, (see 10 BIAM 2.1),
which in turn has been redelegated to Area Directors by 10 BIAM
3.1,

Tribal Funds. Tribal funds advanced to tribes from the Treasury
under authority of 25 CFR 01.12 are available for financing of
enterprises, when the Justification for the advance includes
provision for the financing of enterprises. If "local" tribal.
funds are involved, the procedure in y7 BIAM Supplement Ne.-1,1.13
should be followed.
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3.12 Relending. Enterprises may not make loans to members of
organizations, unless specifically authorized in the approved
plan by the Commissioner or his authorized representative.

3.13 Repayments. Enterprises will be required to conform to the
repayment schedules in their applications and agreements.
Unless otherwise provided in approved agreements, repayments
by enterprises to an organization will be made to the bonded
officer of the organization. Such officer will accept repay-
ments from the enterprise and issue a receipt on Form 5-4716,
(formerly Form 5-825), unless use of a different receipt form
is authorized in the approved plan. All receipts will be
prenumbered.

Collectiong will be deposited immediately in the organization's
approved depository. In those cases where the organization's
credit funds are deposited in an IM account, an official receipt
from the Buresu of Indian Affairs designated Collection Officer
will be issved (see 47 BIAM Supp. No. 1, 1.15, and 47 BIAM Supp.
No. 2., 1-14)5 . )
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Sample Resolution Authorizing the Filing of an Application

NOTE: Action on applications and modifications is taken under authority
delegated to the Commissioner in sectlon 11(k), Order 2508, (see
10 BIAM 2.,1). The Commissioner's authority has been delegated to
Avea Directors where the indebtedness of the enterprise to the
organization does not exceed $100,000 (see 10 BIAM 3.1), and to
Superintendents by Area Directors pursuent to Area Redelegation
Orders.

Applications and requests should consist of two main documents:
(1) the application or request and (2) the authorizing resolu=-
tion. It is inadvisable to incorporate the provisions of the
application or request into the resolution.

Most tribal constitutions and corporate charters do not require
gpproval of a resolution authorizing the filing of an applica-
tion for a loan, or a request for modification of a loan. The
application or request requires approval in order to be effective,
but not the authorizing resolution. Most such resolutions would,
of course, be without effect unless action were taken on the
application or request.

Approval or recommendation for approval or disapproval by any
Bureau official should not appear on a resolution unless 1t is
required by the organization papers of the corporation or tribe.
Approval or recommendation for approval or disapproval is
required on applications and requests for modifications.

The following sample resolution will require adjustment to meet
the needs of particular organizations and enterprises.
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RESOLUTION OF THE TRIBAL COUNCIL OF THE

A Federal Chartered Corporation

COMMENTS :

Tn the case of corporations in (1)
Alaska, the Act of May 1, 1936
(25 U.8.C. 473a), should be
cited. In the case of corpor-
ations in Oklahoma, the Act of
June 26, 1936 (25 U.8.C. 503},
should be cited. If an IRA
section 16 organization is
involved, approprlate changes
in wording should be made.

WHEREAS :

This corporation is a Federal
chartered corporation as
defined by the Indian Reorgani-
zation Act of June 18, 193k

(25 U.8.C. 477), as amended,
and has authority to conduct
buginess enterprises;

therefore

BE IT RESOLVED THAT THE TRIBAL

COUNCIL OF THIS CORPORATICN:

The "Whereas' clause is written
on the assumption that suffi-
cient information appears in the
minutes of the meeting of the
Couneil to justify the resolving
paragraphs.

(1)

This resolve is worded flexibly
in the event certain of the
officers should be absent or
unavallahle.

(2)
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Authorizes the filing of an
Enterprise Application and
Agreement to finance the

Enterprise of the corporation

in the total amount of

$ . Certified

copy of this resclution shall

be attached to the Application
a8 Exhibit A. The Council is

“femiliar with the provisions of

said application, including
Exhibit B, and agrees to the
provigions thereof. Of the
total amount aubhorized,

will be reimburs-
able to the corporation by the
enterprise, and $
will be an investment in the
enterprise.

Authorizes and instructs its
chairman or vice-chairman and
secretary or treasurer, to
execute a contract for manage-
ment of the enterprise at a
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in the case of most enterprises,
it may be desirable to add:
"Provided, that the management
contract or any modification or
amendment thereof shall not be
effective until approved by the
Commissioner or hig authorized
representative.

(3)

Illustration 1
Page 3 of 3

salaxy not exceeding $

per annum, The terms of any
such conbract may be modified
or amended by the designated
officers acting on behalf of
this corporation.

Authorizes and instructs its
chairman or vice=chairman and
secretary or treasurer, to
execubte the Enterprise Applica-
tion and Agreement pursuant ‘to
Resolve (1), and to bind the
corporation to the provisions
thereof., In the event the Com-
missicner or his authorized
representative approves the
same condltionally, these
officers are authorized to
accept such conditions on be-
half of the corporation as in
their Jjudgment are warranted,
or to refer acceptance to the
entire Councii.

CERTIFICATTON

I, the undersigned, as secretary of

the

s &

Federal Corporation, hereby certify
that its Tribal Council is composed

of

members, of whom

constitubing a gquorum, were present
at & meeting thereof duly and
regularly called, noticed, convened,
and held this day of R
19, and that the foregolng reso-
lution was duly adopted at such
meeting by the affirmative vote of

membhers.

Dated this day of s 19

Secretary of the
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Sample Resolﬁtion Authorizing Filing of Request for Modification

It is written with the

NOTE: The following sample resolution will require adjustment to meet
the needs of parbticular enterprises.
same assumpbions that were made in the case of the resolution
in I1lustration 1.
RESOLUTION OF THE TRIBAL CCUNCIL OF THE
A Federal Chartered Corporation
COMMENTS : WHEREAS :

In the case of corporabtions in
Alaska, the Act of May 1, 1936
(25 U.8.C. 473a), should be
cited. In the case of corpor-
ations in Oklahoma, the Act of
June 26, 1936 (25 U.8.C, 503),
should be cited. Section 16
IRA organizations also will
require changes.

"Whereas (2)" should be changed
if the Area Director or Super-
intendent approved the original
application.
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(1)

(2)

(3)

This corporation is a Federal
chartered corporation as
defined by the Indian Reorgani-
zation Act of June 18, 1934

(25 U,8.C. 477), as amended, and

On ~ 19 , the
Commissioner of Indian Affairs
approved an Application and
Agreement for the operation of
the Enter-
prise as authorized by Resolu-
tion of the Councill,
and.

The operations of the enterprise
to date indicate the need for
certain changes in the agreement;
therefore

BE IT RESOLVED THAT THE TRIBAL
COUNCIL OF THIS CORPORATION:

(1)

Authorizes the filing of a
Request for Modification of the
Enterprise Application to pro-
vide additional financing up to
$ . ‘The Counecil
is familiar with provisions of
said reguest, and agrees to the
provigions thereof. Of the
total amount authorized,
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In some instances
"Commissioner" should be
chenged to "Ares Director"
or "Superintendent."

This resolve may not be
advisable in the case of some
enterpricses where the Council
can meet readily.
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4 will be
reimbursable to the corporation
by the enterprise, and $

will be an investment in the
enterprise.

(2) Authorizes and instructs its
chairman or vice-chairman and
secretary or treasurer, to
execute the Request for Modifi-
cation and bind the corporation
to the provisions thereof. In
the event the Commissiocner or
his authorized representabtive
approves the same conditionally,
thesgse officers are authorized
to accept such conditions on
behalf of the corporation as in
their judgment are warranted,
or to refer acceptance to the
entire council.

(3) Authorizes and instructs its
chairman or vice-chsirman and
secretary or treasurer, to
execube additional Requests for
Modification and bind the corp-
oration to the provisions
thereof', provided ‘that the
total additional amount may not
exceed $ without
further authorization from the
Council, and provided further,
that not to exceed $
of this amount will be reimburs-
able to the corporation by the
enterprise, and $
will be invested In the enter~
prise.

CERTIFICATION

I, the undersigned, as secretary of
the s
a Federal Corporation, hereby
certify that its Tribal Council ig
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Page 3 of 3
composed of members, of
whom , congtituting a

quorum, were present at a meeting
thereof duly and regularly called,
noticed, convened, and held this
day of » 19 s
and that the foregoing resolution
was duly adopted at such meeting
by the affirmative vote of
members.

Dated this day of s 19

Secretary of the

{A Federal Corporation)
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Sample Contract for Management and Operation of an Enterprise by a

Federal Corporation

NOTE:

The following sample contract is furnished for the purposes of

illustration only, and will require adjustment to meet the needs

of particular organizations and enterprises.

All management

contracts will be checked by the offices of the respective Field

Solicitors prior to approval or prior to submittal to the Com~

misgioner, Area Director, or Superintendent for action.

It is

not possible to foresee the requirements of all enterprises.
The comments herein consequently are incomplete.

COMMENTS :

In the case of some enberprises

it may be degirable to change the

preamble to: "THIS AGREEMENT,
made the dates shown opposite
the signhatures below, which
shall not be effective untili

» 19 , nor
until this contract is approved
by the Commigsioner of Indian
Affaire or his authorized
representative, by and between
* ¥ ¥, In the case of corp-
orations in Alaska, the Act of
May 1, 1936 (25 U.8.C. 473a),
should be cited, and in the
case of corporations in
Oklahoms, the Act of June 26,
1936 (25 U,8.C. 503), should
be cited. In the case of
Section 16 IRA organizations
appropriate changes should be
made.
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THIS AGREEMENT, made the dates shown.
opposite the signatures below, by and
between the , @
corporation chartered under section
17 of the Act of June 18, 1934 (25
U.8.C. U77), as amended, acting
through its Tribal Couneil as evi-
denced by Resolution No.

adopted :_Eérwn:—__

certified copy of which is albtached

hereto, and of!
WITNESSETH:

THAT, for and in comsideration of
the payments to be made, services to
be performed, and rights and privi-
leges granted by the respective
parties hereto, it is mutually
understood and agreed as follows:
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1.

Tf the enterprise is operated
off the reservation, it may be
desirable Lo add: "or under
which the enterprise is placed
for administrative purposes.”
In those Areas where the
services of a Superintendent
are not available, the Area
Director will perform the
functions of the Superintendent,
and reference to the Buperin-
tendent should be omitted.
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DEFINITIONS. Wherever used here-
in, the following terms shall
have the meanings indicated.

() "COMMISSIONER" means the
Commissioner of Indian Affairs,
except where used in section 22.

(b) "AREA DIRECTOR" means the
Avea Director or officer in
charge of the Area Office at

of the
Bureau of Indian Affairs, or
his successor in office.

(¢} '"SUPERINTENDENI" means the
of ficer in charge of the reser-
vation on which the enterprise

is operated.

(d) "CORPORATION" means the
corporation shown in the
preamble.

{e) "COUNCIL" means the govern-

ing body of the corporation.

(£) "MANAGER" means
mentioned in the preamble.

(g)

"ENTERPRISE" means the
of the

corporation,
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This section is unnecessary if
the operation of a new enter-
prise is being undertaken,

The wording of this section
must not conflict with the
plan of operation or with the
provisions of the constitution,
bylaws, or charter of the
organization. The guthority
of the manager to obligate the
enterprise or the organization
needs particularly careful con-
glderation. Some organization
papers place limitations upon
the amounts of contracts which
may be entered into without
approvel of the Commissioner,

The wording of this section
will be determined by the
nature of the enterprise., In
some instances, it would not
be advisable to give the
manager exclusive custody of
the property. In some cases,

it may be degirable to give the:

Council or Superintendent
authority to require the
manager to furnish an inventory
upon request. In other
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PRTIOR CONTRACTS, This contract,
when it becomes effective, will
supersede and replace any prior
agreement between the parties
hereto, expressed or implied.

MANAGEMENT AND OFERATION., The
manager will manage and operate
the enterprise in an economic
and efTicient manner, in
accordance with law and the pro-
visions of BEnterprise Applica-
tion and Agreement CF No.

TE Wo. and any modifi-
cations thereof. The mansger
acknowledges receipt of a copy
of said agreement by his sigha-
ture attached hereto. A copy
of future modifications will be
furnished the mapnager by the
Superintendent. The manager
agrees that he may not enter into
any contract nor obligate the
enterprise or the corporation
for indebtedness except as
specifically authorized in -
Exhibit B of said agreement.
The manager agrees that he will
not claim unfamiliarity with
guch agreement or modifications
thereof as reason for non-
adherence thereto.

INVENTORY. By signature affixed
hereto the manager acknowledges
receipt of the property of the
enterprise in the inventory,
copy of which is attached, con-
sisting of typewritten
pages. Said inventory will be
the basis from which %o start
accounting for the property of
the enterprise. The manager
shall have, during the period
of this contract, exclusive
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instances, Exhibit "B" of the
Enterprise Application and
Agreement may provide: "Upon
request of the Superintendent
the Council will require the
manazer to teke an inventory
in accordaence with section 4 of
his contract, and furnish the
Superintendent with three
copies." This section would
then be worded accordingly.
Any authority given  the
Superintendent or other
offiecial of the Bureau of
Indian Affairs should be used
sparingly. Ordinarily, action
should be taken by the Council,
and action of Bureau officials
should be through the Couneil.

In the case of some organizations,

it might be desirable to add
"and the Superintendent."
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custody of such property and
acguisitions thereto purchased
in accordance with sectlion 5.
Such property may be used only
in the operation of the enter-~
prise. Annual budgets approved
in accordance with section 5
will provide funds to enable the
manager to maintain the property
in practically the same condiw-
tion and state of repair as when
it was turned over to him.

Upon termination of this
contract pursuant to section 20,
or upon request of the Couneil,
the manager will have a similar
inventory compiled and furnish
the Council with four copies.
The inventory will show:

(a) All property turned over
to the manager.

{b) All dispositions made of
such property. :

(¢) All acquisitions.

(d) A1l property in inventory
as of the date of compilation of
the inventory.

After the first inventory, sub-
sequent inventories may start
with the property shown in (d)
of the previous inventory.

The manager will be responsible
for any shortages in inventory
unless such shortages are
aecounted for in a manner
satisfactory to the Council.
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It may be advisable to provide 5.
that the manager will furnish

an operabing statement for the
accounting period, in order

that the Council may have some
bagis upon which to analyze the
proposed budget. It may also

be desirable to provide for
approval of the budget by the
Superintendent or Area Director
in addition to the Council, before
it will be effective. This
ordinarily is degirable where
loans from the United States are
involved. This may not be nec-
essary in other cages. In still
other cases, the requirement of
approval. of the budget by a
Bureau official may be desirable
only in the event the enter-
prise did not produce a net
incame during the accounting
period.

1f any provisions are necessary 6.
regarding automobile liability
coverage, employee liability
coverage as required by State

laws, etc., they should be

covered in this sectlon.

In scme cases it may be neces-
sary to give the Superintendent
or Area Director authority to
prescrive the amount and type
of insurance the manager should
cbtain. In most instances,
however, instruction of a
Bureau official should be to
the Council which, in turn,
would instruct the enterprise
manager,
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BUDGETS. Each year not later
than , the
manager will prepare-s budgetb
for presentation to the Council
showing: '

(a) Estimated expenditures from
last previous budget.

(b) Actual expenditures under
last previous budget.

(¢c) Estimated expenditures for
the ensuing year.

(d) Capital investment items.

Upon approval. by the Council,
the budget will constitute the
manager's authority to make
disbursements thereunder.

INSURANCE, The manager will
keep all property of the enter-
prise, including properties
leased from other parties,
protected by adequate insurance
against loss by fire or from
other hazards, including busgi-
ness interruptions. The amount
and type of insurance and the
company or companies writing

the insurance shall be satis-
factory to the Council {and Area
Director or Superintendent). In
the event the Councill does not
believe that the manager has
adequate insurance coverage, it
may instruct the manager to
obtain additional insurance, and
the manager will comply with
such instructions.
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47 BIAM 7.7 requires that the
accounting system be satis-
factory to the Area Director.
Tn some instances it may be
desirable to include this
provision in the management
contract.
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ACCOUNTING. The manager will be -
responsible for maintaining, or
causing to be maintained, full
and complete accounting and other
records of the operations of the
enterprise. A balance-sheet type
audit will be made at the close
of the fiscal year by a certified
public accountant or licensed
sccountant, which will include
operating (profit and loss) and
financial statements. Any
accounting for capital invest-
ment expenditures will be made
separately from expense of
operation.

Coples of all audits will be
furnished the Council, Superin-
tendent, Area Director, and
Commissioner. One copy will be
retained by the manager.

The records and accounts of the
enterprise will be available at
all reasonable times for
inspection and examination by
authorized officers of the
corporation, the Superintendent,
Area Director, or Commissioner,
and such other parties as the
Council may designate. The
Council may require special
examinations to be made at any
time.

Trial balances will be furnished
the Council, Superintendent, and
Ares Director within 10 days of

the close of each calendar month.

REPORTS. Reports will be made
as requested in writing by the
Council, Superintendent, or Area
Director.
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In scme instances it may be
desirable to give the Superin-
tendent or Area Director
authority to require the
manager to furnish information
on the wage or salary paid any
employee and to instruct the
manager regarding equitable
adjustments. Ordinarily, how-
ever, Bureau employees should
work through the Couneil.

10.
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EMPLOYMENT. The manager will be
responsible for selection of all
employees of the enterprise,
ineluding bookkeeping and clerical
assistants., He will employ mem-
bers of the corporation wherever
possible in the operation of the
enterprise, consistent with his
respongibilities under section 3
hereof. The manager will have

"the right to discharge unsatis-

factory employees regardless of
whether or not they are members

of the corporation. The manager
will discharge from employment

any person or persons not members
of the corporation, whose presence
on the reservation is declared
undesirable by resclution of the
Council.

The manager will pay not less than
"going" wages and salaries for all
labor and other employees of the
enterprise.  The Councill may
require the manager to furnish
full information regarding the
wage or salary paid to any
employee, in order that the
Council may determine whether

the wage or salary ls excessive

~or insufficient. The Council may

instruet the manager to make
adjustments it considers equitable.
In the event the manager does nob
agree with the Council, appeals
may be taken pursuant to secltion
10,

APPEALS. The Council may require
the manager to submit all matters
of dispute with members of the
Corporation to it for decision.
In the event the Council upholds
the decision of the mamager, its
action shall be final. In the
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event of disagreement between the
manager and the Council, the matter
may be referred by eithexr the
manager or the Council to the
Superintendent for decision. The
Superintendent's decision will be
finel and binding upon both parties
unless appeal is taken by either
party within ten (10) days of
receipt of the decision of the
Superintendent to the Area Direc-
tor. The Area Director's decision
will be final and binding upon
both parties unless appeal is
taken by either party within ten
(10) days of receipt of the
decigion of the Area Director to
the Commissioner. The decision

of the Commissioner will be final
and binding upon both parties
unless appeal ig taken by either
party within ten (10) days of
receipt of the decision to the
Secretary of the Interior. The
decision of the Secretary of the
Interior will be final and binding
upon both parties.

Decisions of the Superintendent
may be transmitted to the manager
and Council by registered or
certified mail, return receipt
requegted, or handed to the
parties and a receipt taken there-
for. All decisions of the Area
Director, Commissioner, or Secre-
tary will be transmitted to the
party maeking the appeal, with
copy to the other party, by
registered or certified mail,
return receipt required.

Appeals to the Area Director will
be transmltted throusgh the Super-
intendent. Appeals to the Com-
missioner will be transmitted
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11.

If depository provisions are
included in the Agreement, it
may not be necessary to repeat
them in the management contract.

The provision to permit the
Superintendent to withdraw
funds mey not be advisable in
some instances., Consideration
should be given to placing this
responsibility upon the bonded
treasurer of the corporation.

In some instances it may be
desirable to restrict the
amount on deposit to that
insured by the Federal Deposit
Insurance Corporation,

In some instances it may be
desirable to include a provision
to permit the Superintendent or
Area Director to require the
manager to furnish a statement,
although ordinarily Bureau
officials should work through
the Council., The Agreement
may contaln a provision that:
"Upon request of the Superin-
tendent, the Couneil will
require the manager to furnish
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through the Superintendent and
Area Director. Appeals to the
Secretary will be transmitted
through the Superintendent, Ares
Director, and Commissioner.

FINANCING. The corporation will
furnish funds for operating the
enterprise, and for capital invest-
ment, in accordance with Agreement
CF No. TE No. , and
budgets approved pursuant to
section 5.

(a) Depogitory. The manager may
open an account or accounts with
any National or State bank that is
a member of the Federal Deposit
Insurance Corporation in the name
of the enterprise. Arrangements
will be made for the Superintendent
to withdraw the funds at any time
and place them in an Indian Money
Account to the credit of the
enterprise.

(b) Disbursements. The manager
may make digbursements from the
bank account or accounts in
accordance with Agreement CF

To. , TE No. , and
budgets approved pursuant to
section 5, over his signature as
manager. ALl disbursements for
the account of the enterprise will
be by check, except where local
custom or practice requires the
disbursement to be made in cash,
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full information regarding all
checks issued to himself for
the purpose of making cash
disbursements; accounting for
such funds; and the amount on
deposit in the bank account or
accounts of the enterprise; and
will require the menager to trans-
fer funds from the bank account
of the enterprise to an IM
account of the enterprise.”
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and where the amount involved is
not more than $ , in
which case the manager may issue
a check in favor of himself and
make cash dishbursements there-
from. The manager will furnish
a statement to the Couneil atb
such times ag the Council may
require, showing the date, number,
and amount of all checks issued
to himself in order to cobtain
cagh, and account for all dis-
bursements in a manner satisfac-
tory to the Council.

(¢) Responsibility. The manager
will be responsible under his bond
for proper accounting for all
funds received by him.

(d) Receipts. All money recelpts
of the enterprise will be deposited
in the bank depository intact.

(e) Council's Authority. The
Council may reguire the manager
at any time to furnish full
information on the amount on
deposit in a bank account or
accounts to the credit of the
enterprise, and may require the
manager at any time to transfer
the funds from the bank account
or accounts of the enterprise to
an Indiasn Money Account of the
enterprise,.

COMPENSATION, The managey wlill
receive a salary of
dollars ($ ) per annum,

which may be pald in monthly
installments, plus a bonus of

percent of net earnings
of the enterprise. The net earn-
ings will be determined by audit
in accordance with section 7.
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In some instances it may be
desirable to require that any
authorization above the speci-
fied amount also be approved by
the Superintendent or Area
Director in addition to the
Council.
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For the purposes of this section
only, '"'net earnings" shall mean
the net earnings before payment
of the manager’s bonus.

EXPENSES OF MANAGER. The manager

will be entitled to reimbursement
for travel and incidental expenses
incurred by him in the operation
and management of the enterprise.
The total may not exceed the
emount set forth annually in
approved budgets pursuant to
section 5.

All expenses, with the exception
of trangportation costs, i.e.,
airplane, railroad, pullman,
boat, or bus fare, will be paid
from personal funds of the mana-
ger, and written claims for
reimbursement will be made after
such expencges have been -incurred.
Transportation costs may be paid
by the manager from his personal
funds and written claim for
reimbursement made, or may he
paid by check.on the bank account
or accounts of the enterprize.

Expenses, exclusive of transporta-
tion costs, may not exceed

$ per day, without
further gpecific authorizabion
from the Council.

The menager may use his personally-

owned automobile in connhection with

the management and operation of the
enterprise, and submit claims for
reimbursement on the basis of
cents ( ¢ per mile). ALl
claims for reimbursement will indi-
cate the necessity for incurring
the expense.
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I'n some instances it may be
desirable to include a provislon
to permit the Superintendent or
Ares Director to instruct the
manager to increase or decrease
the amount of any bond, or
reguire the manager to bond

any employee in addition to the
Council requirement. Ordinarily
Burean officials should work
through the Council. The Agree-
ment could contain a provision
that: "Upon request of the
Superintendent, the Council will
issue instructions to the manager
regarding procurement of bonds,
which the Superintendent considers
necesgsary to protect the
corporation.”
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BONDS. The manager will be bonded
in the asmount of dollars
($ ) to protect the corp-
oration against loss by reason of
any act or acts of fraud, dis-
honegty, forgery, embezzlement,
wrongful abstraction, or willful
migapplication of funds on the
part of the manager. The manager
may, in writing, authorize any
employee of the enterprise to
handle funds, bubt only while there
is maintained a bond in an smount
to be determined by the manager to
be sufficient to indemnify the
corporation against financial

loss by reason of any act or acts
of fraud, dishonesty, forgery,
embezzlement, wrongful abstraction,
or willful misapplication of funds
on the part of such empioyee. The
manager will not authorize anyone
to handle funds unless he is
bonded., If the manager should do
80, such person is the manager's
agent and the manager will be
liable under his bond.

The Counecil may, in writing,
instruct the manager to increase
or decrease the amount for which
any employee is bonded, and may
also require the manager to bond
any employee in such amount and
in such manner as it may instruct
in writing.
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In some instances it may be
advisable to include a pro-
vigion before the last sentence
that "if the Council does not
make arrangements for temporary
management within  days, the
Superintendent or Area Director
may appoint a temporary manager
to operate the enterprise until
guch time as the Councll takes
necessary action to cope with
the emergency."
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The manager and all employees

who are required to be bonded
will be bonded to the corpora-
tion. All such bonds will be

with a surety company on the
approved list of the United

States Treasury. The cost of

all such bonds will be considered
an operating expense of the enter-
prise. All bonds will be deposited
in a place of safekeeping.

LIQUIDATED DAMAGES AND TEMPORARY
MANAGEMENT, In order to provide
protection for the corporation,

the mansger covenants and agrees

to pay to the corporation within
thirty (30) days after due demand,
the sum of dollars

($ ) a day lawful money
of the United States, as liguidated
damages for each day the enterprise
shall be wholly or partially
incperative because of the mis-
feasance, malfeasance, or non-
feasance or other neglect on the
part of the manager, provided that
the manager shall not be liable
hereunder in the event of his death,
nor after the date of his death.

In the event the manager ig unable
to act for a period of longer than
five days, due to his death,
disability, or for any other reason
except leave taken pursuant to
section 16, the Council, Superin-
tendent, or Area Director may
declare that an emergency existbs,
in which event the Council shall
make arrangements for temporary
management, subject to approval

of the Area Director. The manager
will not be responsible for losses
incurred during a period of
temporary management,
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IEAVE, The manager will be
allowed twenty (20) days of
vacation time with pay annually
based on the fiscal year of the
enterprise provided such vacation
time may be taken only when the
business of the enterpribe
warranbs. Vacation in excess of
ten (10) days at one time must be
approved in advance by the Council.
The manager will algo be allowed
sick leave up to fifteen (15) days
annually with pay based on the
figcal year of the enterprise,
provided any sick leave taken in
excess of five (5) days at one
time will be accompanied by a
physician’s statement that the
manager was unable to work during
the leave period. Vacation tine
and sick leave not taken in one
fiscal year may be carried over
to the next fiscal year, pro-
vided that the total accumulated
vacation time or sick leave which
may be carried over from one
fiscal year to another may not
exceed sixty (60) days of each.
The manager may be paid for any
accumulated vacation time at the
time of fermination of this
contract, but not to exceed

gixty (60) days, at the rate pro-
vided by section 12, exclusive of
any bonus provisions. Any sick
leave at the time of termination
of this contract will be forfeited.

The fact that the manager may be

on vacation or sick leave at any

time shall not relieve him of his
responsibility for management and
operation of the enterprise under
the terms of this contract.
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7.

If, in the preamble, approval 18.
of the contract is required,
there should be an additional
provision in this section

that: "* % % provided that
before any modification or
amendment will be effective, the
approval of the Commissioner or
his authorized representative

is required.”

The organization papers of the 19.
corporation should be checked

to determine whether a

"eontinuing" type of contract

is permisgsible. In some cases,

it will be necegsary to cover

a specified period of time.

20.

If, in the preamble, approval

of the Commissioner was

required, there should be an
additional provision in this
section that: "subject to
approval of the Commissioner

or his authorized representative.”

If, in the preamble, approval of
the Commigsioner, Area Director,
or Superintendent was required,

the authority of the Council to

terminate the contract should be
subject to approval of the
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FULL TIME. The manager will devote
his full time to the management and
operation of the enterprise and will
not engage in other activities which
would. interfere with the proper con-
duct of the business of the enter-
price.

MODIFICATION. The terms of this con-
tract mey be modified or amended by
mutual consent of the parties hereto,
in writing.

PERIOD. The period of this contract
shall be from the effective date as
gset forth in the preamble, until
such time as it is terminated pur-
suant to section 20.

TERMINATION, This contract may be
terminated in any one of the follow-
ing ways:

(a) Mutual Agreement. By mutual
agreement, in writing, of the
parties hereto.

(b) By Tribal Council. The Council
may terminate this contract at any
time by giving the manager

days ( days) notice in writing.
The manager will render an account-
ing for all funds and for all
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Commissioner. In the case of
some enterprises it may also be
degirable for the Commissioner
to be given authority to terminate
the contract although ordinarily
this would only be dcne with the
consent of the Council. In this
event, the first part of the
first sentence could read:

"The Council, with the approval
of the Commigsioner, or the
Commissloner, may terminate

this contract at any time by
giving * ¥ *," 1In gome cases,
the Bureau official may be the
Area Director or Superintendent.

In the casze of some enterprises,
it may be advisable to change the
first part to read: "The Commis-
sioner may terminate this
contract at any time without
prior notice to the manager,

for misfeasance, malfeasance,

or nonfeasance on the part of
the manager, or for other

cause which, in the opinion of
the Commissioner is serious
enough to make immediate
termination necessary. In the
event such action is taken by
the Commissioner, the Council
will make * * *."
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enterprise property in accordance
with section 4. Such accounts
shall be at the expense of the
corporation., The manager will

be entitled 4o reimbursement for
expenses incurred pursuant to
section 4, salary and bonus pur-
suent to section 12, and payment
for accumulsted vacation time
pursuant to seetion 16.

(¢) Misfeasance, Malfeasance and
Nonfeasance. The Councll may
terminate this contract at any
time, without prior notice to the
nanager, for misfeasance, malfea-
sance, or nonfeasance on the part
of the manager, or for other cause

which, in the opinion of the Council,

is serious enough to make Immediate
terminabion necessary. In the
event such actlion ls taken by the
Council, it will make arrangements
for an immediate audit of the
records of the enterprise, and the
manager will make a full accounting
for all funds and property of the
enterprige. The audit and account-
ing will be at the expensé of the
enterprise, The manager will be
entitled to reimbursement for
expenses incurred pursuant to
section 13, salary to the date of
termination purswant to section 12,
and payment for accumulated vaca-
tion time pursuant to section 16.
The manager will forfelt any claim
for bonus under section 12 for the
particular fiscal year in which the
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In the last sentence, it may
be desirable, in some instances,
to change this provision to
read: "The Council will make
arrangements for an immediate .
audit of the records of the
enterprise, and a full
accounting for the funds and
property of the enterprise
will be made in accordance
with the instructions of the
Commissioner. Copies will be
furnished the mansger's
executor, administrator, or
assigns.” In some instances
"Commissioner” should be Area
Director or Superintendent.

If, in the preamble, approval
of' the contract is required,

the manager should also be
required to give notice to the
Commissioner {or Superintendent
or Area Director) as well as to.
the Counecil.
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termination occurs hereunder.
Payment of any sort to the
manager may be withheld until
the audit is completed, and full
accounting is made for all Funds
and property of the enterprise.

(8) Death. The death of the
manager will terminate both his
duty to render further menagerial
services and the duty of the
corporation to make further pay-
nments therefor, except in settle-
ment of obligations theretofore
accrued under this contract.

All such payments by the corp-
oration will he made to the
manager's executor, adminis-
trator, or assigns. A full and
complete audit and accounmbing

for the funds and property of the
enterprige will be made in accord-
ance with instructions of the
Council, copies of which will be
furnished the manager's executor,
administrator, or assigns.

(e) By Manager. The manager
may terminate this contract at
any btime by giving the Council
days ( days) nobice
in writing. If the manager
requests termination at any time
other than the close of a fiscal
year, an avdit and complete
accounting for all funds and
property of the enterprise will
be made, and the manager will
bear the expense of the audit.
If the manager requests termina-
tion at any time other than the
close of the fiscal year, he will
also forfeit any claim for bonus
under section 12 for the particu-

~lar fiscal year in which
-~ termination occurs hereunder,
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In some cases, it may be 21.
desirable to provide that

funds of the enterprise will

be returned to the Superin-

tendent for deposit in an

Indian Money Account.

22,
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and payment for any accumulated
vacation time pursuant to
section 16.

RETURN OF PROPERTY. 1In the
evenlt of termination of this
contract in any menner, or in
the event it is necessary to
arrange for temporary management
pursuant to section 15, the
manager will surrender all funds
and property of the enterprise
to the Council. The funds of
the enterprise will then be
handled by the bonded treasgurer
of the corporation until cther
arrengements for management of
the enterprise are made. The
property surrendered shall be

in as good condition and repalr
as when it was received by the
manager, due allowances being
made for damage by the elements
and reasonable wear and tear.
Allowance also will be made in
the event funds have not beéen
furnished the manager to maintain
and repair the property of the
enterprise.

MISCELLANECUS,

(a) No member of or delegate to
Congress or regident Commissioner,
after his election or appointment,
either before or after he is guali-
fied, and dvring his continuance
in office, and no officer, agent,
or employee of the Department of
the Interior shall be admitted

to any share or part of this
contract or derive any benefits
therefrom. The foregoing pro-
hibition shall not apply, however,
to contracts entered into by the
manager on behalf of the enter-
prise with any corporstion for
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the general benefit of such
corporation, in which such mem-
ver of or delegate to Congress,
resident Commissioner, officer,
agent or employee of the
Department of the Interior is
a shareholder.

(b) The manager shall not,
without specific approval of
the Council, transact business
on behalf of the enterprise with
any corporation, joint-stock,
company, or association, or
other firm or partnership, or
other business entity of which
he igs an officer, agent, or
member, or in the contracts or
pecuniary benefits of which he
ig directly or indirectly
interested.

(¢) The manager shall not
contract with any person or
corporation for the hiring out
of the labor of any prisoners
confined for a violation of any .
of the laws of the United States.

CONFLICT. Should any provisions
of this contract be found in
conflict with the provisions of
eny approved enterprise applica-
ticn and agreement for financing
the enterprise, including modi-
fications thereof, the provisions
of the application and agreement
will apply, and such conflicting
provigions will not invalidate
the remaining provisions of this
contract.



47 BIAM SUPPLEMENT NO. 2 Illustration 3
Page 20 of 21

IN WITNESS WHEREOF, the parties
hereto subscribe their names
and affix their seals the day
and year indicated opposite
their gignatures:

(Corporation)

{Authorized Officer)

(Title)

(Date)

(Signature of Manager)

(Date)
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APPROVED:

(Commissioner of Indian Affairs)
or
(Area Director)
or
(Superintendent)

(Date)
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