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I, Robert N. Trunzo, Secretary and custodian of the official records of
the Department of Development, do hereby certify that the annexed rules
relating to the Rural Hospital Loan Guarantee Program were duly approved and
adopted by this Department on December 13, 1991.
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WISCONSIN ADMINISTRATIVE CODE

The Department of Development adopts an order creating Chapter DOD 20 of the
Wisconsin Administrative Code relating to the Rural Hospital Loan Guarantee
Program.

Analysis Prepared by the Department of Development

Section 231.35, Stats., creates the rural hospital loan guarantee program. Section
231.35 (7) provides the department with the authority to adopt rules to implement
the program.

The rule creates a program which provides for a State guarantee, in combination
with a third party guarantee and a reserve account funded by the borrower, to help
small, rural hospitals obtain access to capital financing at reasonable rates of
interest. The State is authorized to guarantee 20% of a loan not less than $100,000
or more than $500,000 that is to be used to finance the acquisition, construction,
remodeling or conversion of space or for the acquisition or construction of
equipment for the hospital. In order to qualify for the loan, the borrower must obtain
an additional guarantee on the loan from a third party of at least 20% and must set
up a reserve account to be held by the Wisconsin Health and Educational Facilities
Authority in the amount of 10% of the principal amount of the loan.

The rules specify the form and contents of the loan agreement; the conditions upon
which the authority may enter into a loan guarantee agreement; the procedures for
making a demand for payment under the loan guarantee agreement; the basis for
determining whether the guarantee is a guarantee for collection or payment; and the
procedures by which the authority will carry out a loan guarantee agreement.



Text of Rule:
SECTION 1. Chapter DOD 20 is created to read:
RURAL HOSPITAL LOAN GUARANTEE PROGRAM

DOD 20.01 PURPOSE DOD 20.05 DEMAND FOR PAYMENT
PROCEDURES
DOD 20.02 DEFINITIONS DOD 20.06 GUARANTEE OF

COLLECTION AND
GUARANTEE OF PAYMENT
DOD 20.08 GUARANTEE AGREEMENT DOD 20.07 MANUAL
DOD 20.04 CONDITIONS NECESSARY DOD 20.08 RESERVE FUND
FOR GUARANTEE AGREEMENT

DOD 20.01 PURPOSE. The purpose of this chapter is to establish a procedure for

the administration of those aspects of rural hospital loan guarantees made by the
Wisconsin health and educational facilities authority which relate to the following:

(1) The form of the loan guarantee agreement.

(2) The conditions upon which the authority may enter into a loan guarantee
agreement.

(8) The procedures for making a demand for payment under a loan

guarantee agreement, or for payment by the authority under such an
agreement, in the event of a default of a guaranteed loan.

(4) The basis for determining whether the guarantee is a guarantee for
collection or payment.

(6) The procedures by which the authority shall carry out a loan guarantee
agreement.

DOD 20.02 DEFINITIONS. In this chapter:
(1) "Authority" means the Wisconsin health and educational facilities authority.

(2) "Borrower" means a person identified in s. 231.35 (2) (a) or (b), Stats.,
who is seeking to have a loan guaranteed by the authority.

(8) "Guarantee of collection" means a loan guarantee under which the
authority agrees to pay according to the terms of the guarantee
agreement if the instrument is not paid when due and the participating
lender has pursued all reasonable efforts relative to collection.
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"Guarantee of payment" means a loan guarantee under which the
authority agrees to pay according to the terms of the guarantee
agreement if the instrument is not paid when due.

"Participating lender" has the meaning contained in s. 231.35 (1) (c),
Stats.

DOD 20.03 GUARANTEE AGREEMENT. Each guarantee agreement entered into
between the authority and a participating lender shall be in such form as the
authority shall provide in the manual prepared according to s. DOD 20.07, and shall
contain provisions that address each of the following:

M

()
(3)

(4)

()
©®)

(7)

8)

©)

(10)

(11)
(12)

(13)

The principal amount of the loan and the portion of the principal amount
that will be guaranteed.

The loan servicing responsibilities of the participating lender.

The loan collection and enforcement responsibilities of the participating
lender.

Any limitations on the rate of interest charged to or the timing of interest
payments required of the borrower.

The term of the guarantee agreement.

The conditions under which a guarantee shall be paid and the
procedures for making a demand for payment.

Any bond or insurance required of the participating lender in order to
protect the authority from loss under the agreement.

Any note, mortgage, other security agreements or other loan documents
required to be provided by the participating lender to the authority.

The need for any multi-party agreements between the borrower, the
participating lender, the community or other guarantor, and the authority.

Any limitations on the right of the participating lender to alter the terms of
the original loan that is guaranteed under the agreement.

Conditions under which the authority may terminate the agreement.

The rights of the authority to enforce the agreement and the remedies
available to it in case of a breach of the agreement.

Any reporting requirements of the participating lender to the authority.
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(14)

(15)

(16)

(17)

(18)

The right of the authority to examine documents in the possession of the
participating lender related to the loan that is guaranteed under the
agreement.

Any fee charged by the authority to the participating lender for the loan
guarantee.

Any limitation on assignment of the participating lender’s interest in the
loan.

Sharing of repayment proceeds and collateral between the participating
lender and the authority.

Such other items as are necessary to produce a complete guarantee
agreement between the participating lender and the authority.

DOD 20.04 CONDITIONS NECESSARY FOR GUARANTEE AGREEMENT. Before it
may enter in to a loan guarantee agreement with a participating lender, the authority
shall find that the following conditions exist:

(1)

&)

3)

)

(5)

6)

(7)

®)

That the borrower has demonstrated a reasonable ability to repay the
loan.

That the availability of the guarantee either reduces the cost of the loan
to the borrower or increases access to capital for the borrower.

That the borrower has or will obtain the legal authority necessary to
construct, operate and maintain the facility and to incur and repay the
debt.

That the participating lender employs normal and prudent loan processing
procedures in relation to its evaluation of the borrower’s loan proposal.

That the term of the loan does not exceed the useful life of the facility or
equipment to be financed with the loan proceeds.

That adequate security is available to reasonably ensure the authority
from loss under the guarantee agreement.

That the guarantee amount requested does not exceed the amount in the
appropriation under s. 20.440 (2), Stats., available after subtracting
outstanding loan guarantee commitments.

That the proposed loan and guarantee agreement comply with all of the
applicable provisions of s. 231.35, Stats., and this chapter.



(9) That the reserve account required under s. DOD 20.09 (1) is or will be
established.

(10) That the community or other third party has or will provide a guarantee of
not less than 20% of the original loan principal.

DOD 20.05 DEMAND FOR PAYMENT PROCEDURES. The procedures for making
a demand for payment under a loan guarantee agreement and for payment by the
authority under such an agreement in the event of a default of a guaranteed loan
shall be contained in the guarantee agreement between the participating lender and
the authority.

DOD 20.06 GUARANTEE OF COLLECTION AND GUARANTEE OF PAYMENT. The
guarantee agreement between the authority and the patrticipating lender shall be a
guarantee of collection unless in the judgment of the authority, a guarantee
agreement that provides for a guarantee of payment results in substantial
improvement in the loan terms that can be obtained by the borrower.

DOD 20.07 MANUAL. The authority shall prepare a manual that can be updated as
needed and that contains the procedures for submitting a loan guarantee
application, the information required to be submitted with the application, sample
loan guarantee contracts, sample multi-party agreements, and the procedures the
authority shall employ to carry out a loan guarantee agreement.

DOD 20.08 RESERVE FUND.

(1) The reserve fund required to be established by the borrower under s.
231.35 (3) (i), Stats., shall be deposited in an account controlled by the
authority.

(2) If a guarantee is required to be paid under the terms of an agreement
entered into between the authority and a participating lender, payment
shall first be made out of the account established under sub. (1). If
payment is still required under the terms of the agreement after the
account established under sub. (1) is depleted then payment shall next
be made by the authority under the guarantee established pursuant to s.
231.35 (4) (a) 1., Stats. If payment is still required under the terms of the
agreement after the guarantee established pursuant to s. 231.35 (4) (a)
1., Stats., is depleted then, the remaining required payment shall be made
under the guarantee established by the community or another third party
pursuant to s. 231.35 (3) (g), Stats.

(8) All principal and interest in the account established under sub. (1) that
has not been required to be spent under sub. (2) shall be returned to the
borrower no later than 60 days after the loan has been completely repaid.



Note: The hospital loan guarantee program manual may be obtained at no charge
from the Wisconsin Health and Educational Facilities Authority, 18000 W. Sarah
Lane, Suite 140, Brookfield, WI 53045.

EFFECTIVE DATE. The regulations set forth in this order shall be effective on the
first day of the month following publication in the Wisconsin administration register as
provided in s. 227.22 (2) (intro.), Stats.
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