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42 C.F.R.§57.1514

Loan guarantee and interest subsidy agreements.

For each application for a loan guarantee or interest subsidy, or combination thereof, which is approved by the
Secretary under this subpart, an offer to guarantee such loan and/or make interest subsidy payments with respect
thereto will be sent to the applicant, setting forth the pertinent terms and conditions for the loan guarantee
and/or interest subsidy, and will be conditioned upon the fulfillment of such terms and conditions. The accepted
offer will constitute the loan guarantee agreement, the interest subsidy agreement, or the loan guarantee and
interest subsidy agreement, as the case may be. Each such agreement shall include the applicable provisions set
forth below:

(a) Loan guarantee. Each agreement pertaining to a loan guarantee shall include the following provisions:

(1) That the loan guarantee evidenced by the agreement shall be incontestable (i) in the hands of the applicant
on whose behalf such loan guarantee is made except for fraud or misrepresentation on the part of such
applicant, and (ii) as to any person who makes or contracts to make a loan to such applicant in reliance on such
guarantee, except for fraud or misrepresentation on the part of such other person.

(2) That the applicant shall be permitted to prepay up to 15 percent of the original principal amount of such
loan in any calendar year without additional charge. The applicant and the lender may further agree that the
applicant shall be permitted to prepay in excess of 15 percent of the original amount of the loan in any calendar
year without additional charge, but no such payment in excess of 15 percent shall be made without the prior
written approval of the Secretary.

(3) That if the applicant shall default in making periodic payment, when due, of the principal and interest on
the loan guaranteed under the agreement, the holder of the loan shall promptly give the Secretary written
notification of such default. The Secretary shall, immediately upon receipt of such notice, provide the holder
with written acknowledgement of such receipt.
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