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1
Overview


A
Background

Handbook 2-FLP§247(A) requires that when a loan guaranteed by FSA is made to an entity, the note must be signed by the member(s) of the entity authorized to sign on behalf of the entity, and by all members of the entity as individuals.  The exception provided involves any member who holds less than a ten percent ownership interest in the entity and whose lack of personal liability would not impair collectability of the loan. Many Wisconsin lenders previously have used personal guarantees, or other forms, as an extension of a guaranteed note(s) to address FSA’s individual liability requirement.  

B
Purpose

The purpose of this notice is to provide guidance to lenders and loan making officials concerning compliance with Handbook 2-FLP §247(A).  
2 Lender Responsibility
Due to implementation of the offset procedures addressed within Handbook 2-FLP §363, lenders will not use personal guarantees, or other forms, to address FSA’s individual liability requirement.  As authorized, entity members sign applications for FSA guaranteed loan assistance on behalf of entities, entities become subject to FSA’s offset provisions for the resulting loans.  When entity members sign promissory notes as individuals, the individuals become subject to these same offset provisions.  Failure to obtain required signatures represents a violation of Lenders Agreement requirements and results in FSA reducing loss claims based upon the amount associated with the lender’s failure to comply.  
3 FSA Responsibility
All lenders are required by Handbook 2-FLP §247 to provide FSA with a copy of guaranteed loan promissory notes prior to issuance of Loan Guarantees.  When FSA finds that a promissory note has not been properly completed, it will require the lender to provide a corrected note prior to issuing the loan guarantee.  

4 Contacts

Contact Douglas A. Lund at 608-662-4422, ext. 110 regarding any questions, concerns, or noted discrepancies within this Notice.
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