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INTRODUCTION 

The Souris Basin Intermediary Relending Program (SBIRP) was established with funds from the United 

State Department of Agriculture – Rural Development (USDA-RD) and the Minot MAGIC Fund. The SBIRP 

has been established to provide loans for economic and community development activities within the 

seven counties located in North Dakota. SBIRP funds will be utilized in eligible communities as defined 

by USDA. 

SECTION 1: ADMINISTRATION 

The Souris Basin Planning Council (SBPC) Board of Directors functions as the IRP Administrative Board. 

The Administrative Board is responsible for final approval or rejection of all projects. Project analysis and 

financing expertise is provided by the SBPC Loan Review Committee. The Loan Review Committee first 

analyzes the project and makes funding recommendations to the Administrative Board. For SBPC Board 

and Loan Review Committee structure, please see the SBPC Bylaws.  

The SBPC Board of Directors carries full authority to approve loans and make program policy changes. 

The SBPC staff and Loan Review Committee act in an advisory capacity, while implementing the SBPC 

and performing loan review and processing functions. The staff and Loan Review Committee may seek 

outside legal advice and credit analysis services on a case-by-case basis. The Board of Directors will not 

rely on local banks or financial institutions to review loan requests. 

Administrative costs generated from lending and servicing activities are covered by interest earned on 

SBIRP loans, loan origination and service fees, application fees and penalties charged for delinquent 

payments. 

SECTION 2: SECURITY 

SBIRP loans require a secured collateral position to protect SBPC and USDA-RD. Security arrangements 

will be determined on a project by project basis considering the potential benefits and merits of each 

funded activity. The SBIRP requires a first, shared first or in rare cases second lien position on assets or 

other forms of collateral. Personal guarantees will also be required. 

Where applicable, Uniform Commercial Code (UCC) statements will be filed. In some cases, principals 

and officers will be required to carry life insurance. Other forms of security may include, but is not 

limited to, real estate, personal property, or intangibles capable of being mortgaged, pledged, or 

otherwise encumbered. 

SECTION 3: USE OF FUNDS 

SBIRP funds are lent to private and public sector borrowers for housing, community and economic 

development. Eligible loan recipients include individuals, public or private entities, or other legal 

entities, with authority to incur debt and carry out the purpose of the loan.  A full list of requirements 

can be found in RD-Instruction 4274-D. All ineligible activities listed in RD Instruction 4274-D are 

ineligible in the SBIRP Workplan. 
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SBIRP loan funds may be used for:  

 Business acquisition 

 Business construction 

 Business conversion 

 Business expansion 

 Business repair 

 Business modernization 

 Business development 

 Land purchase and development 

 Single-family or multi-family housing* 

development 

 Right-of-way 

 Building and facilities 

 Leases 

 Materials 

 Equipment purchases 

 Leasehold improvements 

 Machinery 

 Supplies 

 Pollution control and abatement 

 Transportation services 

 Start-up operating costs 

 Working capital 

 Interim financing and interest (not to 

exceed 3 years) 

 Feasibility studies 

 Loan packaging fees 

 Environmental data collection fees 

 Other Community Development 

 Other professional fees**

*Financial assistance is limited to working capital, equipment, pre-business development costs, and other such 

business purposes to assist a housing development planner, a housing project builder, a construction sub-

contractor, or for any other business related aspect of a housing project that is separate from the sale/purchase 

transaction involved in transferring ownership of the single or multi-family dwelling. 

**Professional fees must be reasonable and customary in the region and fully documented according to RD 

Instruction 4274-D and must be rendered by professionals licensed in the State of North Dakota. Professionals 

include, but are not limited to, engineers, architects, lawyers, accountants and appraisers. 

Eligible projects will be required to obtain at least 50 percent of total project costs from other funds. No 

more than 50 percent of the total project costs can come from SBIRP funds. 

SECTION 4: FEES AND CHARGES 

A one-time $200 loan application fee will be assessed to each applicant, payable prior to review. When a 

project is funded, a 1.5 percent loan origination fee will be assessed, payable at loan closing. Closing 

costs will be the responsibility of the borrower and will be actual costs. The application fee, loan 

origination fee and closing costs may be included in the loan amount. At the discretion of the Executive 

Director, fees may be waived or reduced. 

SECTION 5: LOAN PURPOSES 

5.1 Goals of the SBIRP 

 To curtail negative population growth through the region; 

 To reduce/retain unemployment to a figure below the statewide and national averages; 

 To reverse negative employment growth to a positive employment growth position; 
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 To increase the regional per capita income average; and 

 To improve infrastructure and public facilities. 

SBPC has identified an overall development goal to maintain the current economic sectors along 

with facilitating the development of additional economic resources. 

5.2 SBIRP Financing Policies 

The following policies will guide the SBIRP to achieve its overall goals. 

1. To leverage as much participation as possible from other sources and to maintain a loan 

portfolio broad enough to assure the continuation of the SBIRP. 

2. SBIRP loans will not be made for amounts less than $10,000 or more than $250,000. The 

maximum loan amount will be limited by the amount of funds available in the fund at 

the time of the application. Adjustments may be made to lending limits, as appropriate. 

3. SBIRP standard terms for loan repayment are: 

 Fixed assets – term will not exceed twenty (20) years; 

 Equipment and machinery – term will not exceed ten (10) years; and 

 Inventory and other working capital – term will not exceed five (5) years. 

 Housing development and working capital – term will not exceed three (3) years. 

When making a loan, repayment terms will be based upon and determined by the ability 

of the borrower to repay the loan and the risk rating of the project.  

4. The minimum interest rate of the SBIRP loans is 4 percent. The interest rate charged to 

each project will be analyzed and determined on a project-by-project basis. 

 

5. The intent of the SBIRP is to assist with activities possessing special financing needs. The 

SBIRP may offer any one or a combination of the following special financing options to 

leverage financing from conventional borrowers: 

o Direct, reduced interest loans; 

o Loan guarantees to provide lead lenders with security to encourage their 

participation; or 

 

6. The SBIRP encourages all borrowers to provide an equity investment of at least 10 

percent of the total project costs. 

 

7. All SBIRP loans will be secured with a first lien position, shared first, or in rare cases, a 

second lien position on assets or other forms of collateral of the project.  Personal 

guarantees will be required. Loan security may include: 

o Lien positions on real estate, machinery, equipment, inventory, receivables, 

marketable securities or bonding ability. Such liens may be subordinated only to 
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existing liens of record and other loans made in connection with the project. 

This includes deeds of trust and mortgage title insurance; 

o Assignment of patents and/or license rights; and 

o Life insurance policies on key individuals needed for the business to realized 

continued success. The acquisition of hazard and other insurance when deemed 

necessary. 

 

8. The restructuring of an SBIRP loan may be necessary and considered under special 

circumstances. If a loan recipient becomes delinquent of payments or is in violation of 

the conditions of the loan, an analysis of the factors causing the delinquencies will be 

conducted. In such cases where the negative aspects can be countered and the project 

shows potential for success, SBIRP terms may be extended or modified to improve the 

borrower’s payment ability which will protect the investment and allow the SBIRP to 

accomplish its program objectives. When appropriate the loan may be restructured. 

 

9. In order to enhance the SBIRP’s capability of achieving its objectives, it may be desirable 

to offer borrowers incentives which would encourage early repayment of their loan, 

such as a reduction in interest charged. The SBIRP also encourages the project’s 

participating lenders to purchase the remainder of the SBIRP’s sound and stable loans. 

These provisions, if successfully utilized, would maximize the level of funds actually 

available at any given point in time for recirculation to new lenders. 

 

10. It is not expected that a loan guarantee program will be structured as a financing option 

of the SBIRP during the approval and disbursement of funds. However, if it becomes 

obvious that there is a significant demand for loan guarantees, a guarantee loan 

program may be designed and implemented with revolved funds. 

 

11. It is the goal of SBPC to keep the SBIRP self-perpetuating. All principal repayments, 

excluding repayments made to USDA-RD, will be used for relending purposes. Six 

percent of outstanding loans will be used as a loan loss reserve for bad debts. The 

remains may be used to cover the SBPC expenses related to the administration of the 

SBIRP. Appropriate records will be kept to document administrative costs. 

 

12. Since the SBIRP’s purpose is not to replace or substitute conventional, private financing 

resources, but rather to fill financial gaps, each applicant must provide documentation 

justifying the need for SBIRP assistance. Such documentation may include letters from 

other funding sources requesting SBIRP participation. Other documentation adequately 

assuring the Loan Review Committee that the project cannot acquire sufficient levels of 

private capital at conventional terms and conditions to succeed will be considered fair 

and appropriate documentation. 
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SECTION 7: LOAN MONITORING 

Once a loan is in place, borrowers will be required to submit financial statements annually, or as 

requested by SBPC. SBPC staff will send letters annually requesting such information. Site visits will also 

be completed by SBPC staff at a minimum of every other calendar year. 

Loan recipients who become delinquent on monthly payments will be contacted by telephone, mail or 

email, requesting information on the status of their business. This request may include current financials 

and bookkeeping records, a meeting and/or site visit, and any additional items deemed necessary. 

Individual loan files will be reviewed and maintained at least annually. 


