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SUBCHAPTER 1
LOAN APPLI CATI ONS
§84-8-1 Definitions. As used in this chapter:

"Board" neans the board of agriculture of the
departnent of agriculture.

" Chai r person”

means the chairperson of the board

of agriculture.

"Consol i dati on"

means to reorgani ze the financing

of two or nore debts.
"Departnment” means the departnent of agriculture.
"Division" nmeans the agricultural |oan division

of the departnment of agriculture.

"Division head" neans the agricultural

| oan

di vi si on head.

" Ext ensi on"
the install nents of principal
"Extra paynent”

means extending the time within which
may be paid.
means that portion of total

prepaynents made during the course of the | oan through
liquidation or sale of secured assets.

"Loan officer"

means the agricultural |oan

di vi si on officer.

"Refinanci ng" neans to renew or

reorgani ze the

financing of a debt.
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"Refund" neans that portion of |[oan funds which
was deposited into a supervised checking account and
returned to the State.

"Wor kout" neans a plan to solve a delinquent or
problemloan. [Eff 1/31/85; conp 9/20/86] (Auth:
HRS 8155-4) (Inp: HRS §155-4)

84-8-2 Adm ni stration of agricultural |oan
program Responsibility for adm nistration of the
agricultural |oan program shall be placed within the
agricultural loan division. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4) (Inp: HRS 8155-4)

84-8-3 Qualified farmer applicants. (a)
Qualified farmer applicants shall have two or nore
years of experience in operating the applicant’s own
farm of which nost of the tine shall have been spent
on farmng or nost of the incone shall have been
derived from farm ng.

(b) The qualified farmer applicant’s ability to
repay the | oan shall be based substantially on the
operating results of the applicant’s prior farmng
experi ence.

(c) Qualified farnmer applicants shall provide
satisfactory proof of farm ng, including but not
limted to, tax returns and general excise tax
license.

(d) Qualified farnmer applicants shall authorize
the departnent in witing to confirmthe applicant's
qualifications and any other information. [Eff
1/31/85; conmp 9/20/86] (Auth: HRS 88155-2, 155-4)
(I'mp: HRS 8155-1)

84-8-4 New farnmer applicants. (a) Wen a new
farmer applicant's qualifications are based on farm ng
experience, the experience shall be rel evant and
contribute significantly towards the new farnmer | oan
proj ect .

(b) New farnmer applicants shall provide
sati sfactory proof of qualifications, including but
not limted to, a diplom, college transcripts, and
general excise tax |icense.
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(c) New farnmer applicants shall authorize the
departnment in witing to confirmthe applicant's
qgual i fications and any other information.

(d) The new farner applicant's equity
contribution towards the cost of the project may be by
means ot her than cash. Non cash equity contribution
shal | be reasonably val ued and contri bute
significantly towards the project requirenent as
determ ned by the division. 1In accepting cash from
| oans as equity contribution, these | oans shall be
pl aced on standby and repaynent shall require the
approval of the departnent. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4) (Inp: HRS §155-10)

84-8-5 Sound credit risk. To be eligible for
a loan, the applicant shall be a sound credit risk
with the ability to repay the noney borrowed, as
determ ned by the departnent. The departnent's
determ nation may be based on projections of incone
and expense with reasonabl e assunptions submtted by
the applicant. Inconme fromthe applicant's farm ng
activities shall be the sole criterion for the
departnment's determ nation of the applicant's ability
to repay the noney borrowed. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4) (Inp: HRS §155-10)

84-8-6 Application for loans. (a) The
applicant for a loan shall file an application with
the departnent at any of the follow ng | ocations:

(1) Agricultural Loan Division
State Departnent of Agriculture
1428 South King Street
Honol ul u, Hawaii 96814
(Mailing address: P.O Box 22159,
Honol ul u, Hawaii 96822)

(2) Agricultural Loan Division
Department of Agriculture
P. O Box 226
Capt ai n Cook, Hawaii 96704

(3) Agricultural Loan Division
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State Departnent of Agriculture
16E Lani kaul a Street
Hlo, Hawaii 96720

(4) Agricultural Loan Division
State Departnent of Agriculture
P. 0. Box 700
Wai | uku, Maui, Hawaii 96793

(5) Departnment of Agriculture
P. O Box 1671
Li hue, Kauai, Hawaii 96766

(b) The application shall be filed on forns
prescri bed and furnished by the division. The
division requires a conpleted application for review
Fi nanci al statenents prepared by an accountant in a
format acceptable to the division may be provided as
part of the application.

(c) The division may require the applicant to
provi de supporting docunentation for the information
submtted in the application.

(d) The division may require the applicant to
provide witten authorization to verify or otherw se
secure relevant information fromthird parties such as
other creditors of the applicant.

(e) The application and any prepared financi al
statenments shall be signed by the applicant or the
applicant's authorized representative. [Eff 1/31/85;
conp 9/20/86] (Auth: HRS 8155-4) (Inp: HRS 8§155-4)

84-8-7 Filing fee. The departnent does not
charge a filing fee for any application. However, the
applicant shall pay for any actual expenses incurred,
as provided in section 4-8-18. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4) (Inp: HRS §155-4)

84-8-8 Letters of decline. (a) The division
requires that each direct |oan application shal
include letters of decline as foll ows:

(1) The applicant's bank of account (private

| ender) ;
(2) One other private |ender;
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(3) Federal Land Bank Associ ation of Hawaii for
cl asses "A" and "B" | oans and for classes
"D' and "F" | oans where loans are primarily
for class "A" purposes;

(4) Hawaii Production Credit Association for
class "C' loans and for classes "D' and "F"
| oans where loans are primarily for class
"C' purposes;

(5) Sacranento Bank for Cooperatives or their
aut hori zed representative for class "E"
| oans; and

(6) Farnmers Honme Adm nistration of the United
States Departnent of Agriculture.

(b) The division requires letters of decline for

participating loans fromthe participating private

| ender and fromthe Farnmers Honme Adm nistration of the
United States Departnent of Agriculture. |If a
substantial part of a proposed participating loan is
to refinance a debt held by another private |ender who
al so has a participating agreenent wwth the State, a
letter of decline will be required fromthat |ender

al so.

(c) To facilitate processing of class "D’
energency | oans, the division may accept a bl anket
letter of decline froma |lender to cover a specific
comodity group or area which the | ender will not
finance because of the lender's policy or where the
financial situation wll not warrant extension of
credit by the lender. [Eff 1/31/85; Conp 9/ 20/ 86]
(Auth: HRS 8155-4) (Inp: HRS 88155-3, 155-6, 155-8)

84-8-9 Restrictions on |oan purpose. (a) The
applicant's reasons for requesting the |oan shall be
rel evant to encouraging the growth, devel opnent, and
wel |l being of agriculture in the 8tate.

(b) Loan funds for vehicle purchase nay be
provi ded by the departnment, but only for vehicles
which are clearly suitable for agricultural purposes,
such as trucks, pickup and panel trucks, jeeps and
other multi-purpose vehicles. Loan funds for vehicle
purchase shall not be provided for passenger cars.
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(c) Loan funds shall not be provided by the
departnment if funds are to be used in any way for the
production or keeping of:
(1) Any animal that will be sold, kept, or used
for fighting or baiting as defined and
prohi bited under section 711-1109, Hawai i
Revi sed St atutes

(2) Any animal that will be sold, kept, or used
as a pet, including but not limted to, a
dog, cat, canary, parakeet, or any other
animal life not used as work stock or for
agricul tural production; or

(3) Any plants whose possession, use, or

products are prohibited by law [Eff
1/ 31/85; conmp 9/20/86] (Auth: HRS §155-4)
(I'mp: HRS 88155-2, 155-10, 155-12)

84-8-10 Restrictions on participating | oans.
(a) Except where there is an unusual danger of
nat ural catastrophe or econom c hardship, the State's
share of a loan in participation with a private |ender
shal | not exceed seventy-five per cent of the
princi pal amount of the | oan nade to a qualified
farmer. The State's share of a participating | oan may
be the | egal maxi num of ninety per cent when the | oan
appl i cant operates in a danger area (such as the Puna-
rift zone) or when the major portion of the borrower's
incone is froma comodity affected by prol onged or
severe economc difficulties such as depressed prices,
di sease, weather, or other circunstances of fairly
wi de inpact on the commodity group. Ninety per cent
participation shall be for class "C' and "D' | oans
only, since it is not the intent of the departnent to
encour age pernanent expansion in danger areas or
uneconom ¢ commodity groups.

(b) Qut of the interest collected, the
departnent shall pay the participating private |ender
a service fee as foll ows:

Private Lender's Share of Loan Allowable Service Fee
29% or | ess participation 1/2 of 1% on the State's
unpai d principa
bal ance.




30% to 39% participation 3/4 of 1%on the State's
unpai d principa
bal ance.

40% or nore participation 1% on the State's unpaid
princi pal bal ance.

(c) \Were all or any portion of a participating
loan is to be used to refinance existing |loans from
participating |lenders, the State's share of the anount
to be refinanced shall not exceed fifty per cent. In
a situation where it is in the best interest of the
State as determi ned by the departnent, the chairperson
may waive this restriction. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4) (Inp: HRS 8§8155-4,
155- 6)

84-8-11 Repaynent term of | oan. The depart nent
shall determ ne the repaynent termof the |oan based
on factors such as the |loan's purpose, the useful life
of the itens being financed, the applicant's repaynent
ability, and the financial condition of the applicant.
[Eff 1/31/85; conp 9/20/86] (Auth: 8HRS 155-4)

(I'mp: HRS 8155-13)

84-8-12 Interest rates. The date of |oan
approval by the chairperson or the board of
agriculture shall be used in determ ning the
applicable interest rate for a simlar type | oan nade
by the appropriate farmcredit bank. [Eff 1/31/85;
conp 9/20/86] (Auth: HRS 8155-4) (Inmp: HRS §155-8)

84-8-13 Collateral. (a) Adequacy of
collateral shall be determ ned by the departnent. For
pur poses of |and purchase and i nprovenents, the
departnent shall require a real estate nortgage
recordabl e at the bureau of conveyances or the |and
court of the State of Hawaii. A non-farmrecordable
real estate nortgage with adequate val ue may be
substituted, at the departnent's discretion
Chattels, using a security agreenent and a financing
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statenment, shall be used as primary collateral for
farm operating | oans.

(b) Were it is determ ned by the departnent
that there is adequate coll ateral but questionable
repaynent history, limted |life on security such as
crops and |ivestock, or where the borrower has
outstanding | oan from several sources, a third or
fourth nortgage may be taken as additional collateral
to secure the loan. But in no event shall a third or
fourth nortgage be the primary coll ateral.

(c) The departnment may require an appraisal for
real estate and inprovenents. \Wenever practicable,
an i ndependent appraiser shall be utilized. The
applicant shall be responsible for hiring an
i ndependent apprai ser at the applicant's own expense,
and the applicant shall pay for all costs incurred in
t he apprai sal .

(d) Appraisals nade by bank, farnmers hone
adm ni stration, and other nortgage |enders nay be
accept ed.

(e) Loan officers may appraise chattels, crops,
and ot her assets.

(f) In the event of a dispute, a second
apprai sal shall be required. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4 (Inp: HRS 88155-10,
155- 11)

84-8- 14 Equity contribution. (a) The
departnent may require a reasonabl e cash contribution
froman applicant to purchase equi pnment or other
capital itenms or to conplete the project. The
departnent may nodify the repaynent term based on the
anount of applicant's equity contribution.

(b) Cash, real property, farm equi pnent, crops,
and ot her assets which contribute significantly toward
the project may be accepted as equity contribution.
The division shall determ ne whether non-cash equity
contribution contributes significantly toward the
project. [Eff 1/31/85; conp 9/20/86] (Auth: HRS
8155-4) (Inp: HRS 8§8155-10, 155-11)
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84- 8- 15 Emergency | oans. The board may
i npl ement an energency | oan program under the
foll ow ng circunstances:

(1) The energency shall involve significant

econom c loss of an agricultural commodity
or significant damage to agriculture in a
county or an island;

(2 Loans are not avail able from any ot her
agency of the state, federal, or county
governnments, and private | enders are
unwi I ling to | end under energency
condi tions; and

(3) The governor has proclainmed an energency.

[ Ef f 1/31/85; conp 9/20/86] (Auth: HRS
8155-4) (Inp: HRS 8155-9)

84-8-16 Scope of energency loans. (a) An
energency loan is intended to allow the applicant to
continue farmng at a |l evel conparable to the
applicant's activities imediately prior to | osses
fromthe energency. Replacenents for |osses of
facility and equi prment nust contribute significantly
to farmng and shall be reasonably simlar to damaged
or loss itens.

(b) An energency | oan shall not be provided to:

(1) Establish an applicant in farmng nor to
expand substantially the operations of the
applicant carried on imedi ately prior to
t he energency;

(2) Enable an applicant to reorganize farm or
ranchi ng operations; or

(3) An applicant not affected by the energency.

(c) Since an energency | oan involves higher than
normal credit risk, the | oan shall be made only where
a sound basis for credit exists and if there is
reasonabl e assurance that the loan will be repaid in
full. [Ef 1/31/85; conp 9/20/86] (Auth: HRS 8155-
4) (lnp: 8HRS 155-9)

4-8-17 Review, analysis, and recommendati on.
(a) The applicant shall be responsible for conpleting

the application. Information shall be current with
necessary supporting docunents or exhibits. The |oan
officer shall informthe applicant of any deficiency.
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If the applicant fails to conplete the application

wi thin a reasonable period of time, the inconplete
application may be cancel ed by the departnent. The
applicant may submt a new application wth conpleted
i nformati on.

(b) Each application shall be subject to
assessnment of credit factors such as nmanagenent
ability, credit history, repaynent ability, financial
position, adequacy of security, and past perfornmance.
A | oan recommended for approval by the |oan officer
may i ncl ude approval conditions, and shall be
submtted to the division head for review

(c) The division head shall review each
application for conpliance with this chapter and
chapter 155, Hawaii Revised Statutes.

(d) A loan application reconmended for approval
by the division head shall be submtted to the
chai rperson for approval by the board only if there
are funds avail able. Should it beconme necessary
because of a scarcity of funds to restrict |oan
activities, the first priority shall be given to
participating | oans.

(e) The board may approve or di sapprove a
subm tted application and may nodify or add to its
approval conditions. The chairperson nmay approve or
di sapprove a submtted application and may nodify or
add to its approval conditions, where the requested
anount plus any principal balance on existing |oans to
t he applicant, does not exceed $25,000 of State funds.
[Eff 1/31/86; conp 9/20/86] (Auth: HRS §155-4)
(Inmp:  HRS §155-4)

84-8-18 Loan closing. (a) The applicant whose

| oan has been approved shall be responsible for:

(1) Providing necessary docunents, such as
assignnment of insurance, and conpliance with
t he | oan approval conditions;

(2) Providing the departnent with a prelimnary
report and a certificate of title, lien
letter, or title insurance covering the real
property being used as security showing lien
position as approved by the board. A title
conpany or escrow conpany shall be utilized,
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whenever applicable, and the applicant shal
be responsible for the costs;

(3) Hring an attorney at the applicant's own

expense to draft the real estate nortgage
(in fee or | easehold) and other docunents,
as required. Mrtgages shall be submtted
to the departnent of the attorney general
for review and approval as to form and

(4) Paying for the actual costs incurred in

closing the | oan, such as appraisals, lien
searches, title searches, docunent
preparation, and any work in connection with
the loan that is outside the departnent's
scope of activities.

(b) Direct loans shall be closed by the division
staff. The borrower shall execute docunents before a
notary public where required. Execution of other
docunents shall be acknow edged by the | oan officer.

(c) The applicable approval conditions of the
| oan shall be net to the satisfaction of the
departnment. The borrower is responsible for
conpliance wth the approval conditions.

(d) The private | ender shall be responsible for
closing participating and insured | oans. [Eff
1/31/85; conmp 9/20/86] (Auth: HRS 8§155-4) (I np:
HRS §88155-4, 155-11, 155-12)

84-8-19 Disbursenment of |loan funds. (a) Loan
funds shall be disbursed only after the lien
i nstrunments have been recorded at the bureau on
conveyances of the State of Hawaii .

(b) The request for funds shall be initiated by
the borrower and is subject to approval by the | oan
of ficer.

(c) Disbursenents shall be nade according to

approved | oan purpose. The borrower nay request

single or nmulti-disbursenents, subject to
approval by the | oan officer.

(d) For multi-disbursenents, |oan funds shall be
di sbursed through a supervi sed account opened at a
bank or a savings and loan institution. A deposit
agreenent shall be executed by the borrower, the
financial institution, and the State.
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(e) When disbursenent of |oan funds involve
single or only a few paynents that are easily
acknow edgeabl e such as for purchase of |and or
equi pnent, direct disbursenent can be made to the
escrow conpany or vendor. Acknow edgenent shall be
required.

(f) Any change in the use of |oan funds requires
the prior witten approval of the departnent.

(g) The borrower shall provide the division with
copies of invoices or statenents prior to
di sbursenents. [Eff 1/31/85; am and conp 9/ 20/ 86]
(Auth: HRS §155-4) (Inp: HRS §§155-4, 155-12)

SUBCHAPTER 2
LOAN SERVI CI NG

84-8-25 Admnistration. (a) The division shal

have the foll ow ng powers:

(1) To accept and process applications for al
types of loan applications as provided in
chapter 155, Hawaii Revised Statutes;

(2) To disapprove |loan applications in all cases
wher e di sapproval is based upon the
applicant's inability to neet the
requi renents, purposes, and policies of the
agricultural |oan program

(3) To nmake personal risk investigations in
connection wth | oan applications;

(4) To close |oans and di sburse | oan proceeds;

(5) To collect anmounts due on | oans;

(6) To have borrowers maintain insurance
policies and coverage in sufficient anounts
to protect the State's security interests in
t he | oans;

(7) To determ ne when to file claim against
estates of deceased borrowers and to file
proper cl ai ns;

(8 To recommend for board action final
determ nation as to foreclosure of direct
| oans and to determne the date of call in
such cases; and
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(9) To invest idle funds in tine certificates of
deposit and ot her investnents authorized by
t he departnent of budget and finance;

(b) The chairperson shall have the foll ow ng

power s:

(1) To execute |egal docunents on the board's
behal f after official policy-making
determ nati ons have been deci ded by the

boar d;
(2) To approve applications for rel ease of
personal liability;

(3) To approve change in use of |oan funds and
install ment dates, |oan transfers,
assi gnnent of | oans, |oan workouts and
assunptions, partial releases, and
subor di nati ons;

(4) To approve sales of repossessed real estate
and chattels, or offers of settlenent,
purchase of State-owned real estate, or
purchase of crops, |ivestock and ot her
chattels;

(5) To waive and extend | oan paynents, except in
unusual circunstances involving forbearance
for specific comobdity groups; and

(6) To dispose of insurance proceeds for
bui |l di ng, replacenent, or repaynent on
| oans, or by release to borrower if for |oss
of personal property. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4) (Inmp: HRS
8§8155-4, 155-13, 155-14)

84-8-26 Right to inspect. The division or its
aut hori zed representative has the right to inspect, at
reasonabl e hours, the nortgaged property, the farm
the security, crops, |ivestock, equipnent, chattels,

t he books, and the records of the borrower in
connection with the admnistration of the loan. [Eff
1/31/85; conp 9/20/86] (Auth: HRS 8155-4) (I np:
HRS 8§8155-4, 155-12)

84-8-27 Borrower's responsibilities. Each
borrower or guarantor shall:
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(1) Submt to the division an annual financi al
statenment during the life of the | oan and
interimstatenents and reports as nay be
request ed by the division;

(2) Conply with the terml oan agreenent, which
may be anmended fromtine to tinme with
approval by the division;

(3) Keep the division inforned on any and al
changes on security and ot her maj or changes
in the operation;

(4) Pronptly provide information and docunents
to the division upon request; and

(5 Repay |oans made under the agricultural |oan
programin accordance with the terns of the
prom ssory note. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4) (Inp: HRS
8§8155-4, 155-12, 155-13)

84-8-28 Assunption of indebtedness. Assunption
of i ndebtedness nmay be considered if the person which
proposes to assune the indebtedness is eligible under
section 155-10, Hawaii Revised Statutes. The maker of
t he note cannot be rel eased on the assunption of the
i ndebt edness by others. [Eff 1/31/85; conp 9/ 20/ 86]
(Auth: HRS 8155-4) (Inmp: HRS 88155-4, 155-10, 155-
11)

84-8-29 \Waiver of paynent and extension. (a)
When inability to neet a schedul ed paynent is caused
by a natural catastrophe, depressed prices, or other
external factors beyond the borrower's control, the
borrower may request the departnent for a waiver of
paynment. In its discretion, the departnment may grant
the waiver. A waiver is normally for a limted period
of six nmonths or less at which tinme the borrower's
situation shall be reviewed by the division. The
departnent shall not grant a waiver where reasonabl e
assurance of repaynent in the future is |acking,
collateral for the loan wll be jeopardized, or where
t he borrower otherw se has not conplied wth the | oan
requirenents.
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(b)

Upon request for waiver, the chairperson may

grant an extension for nore than six nonths where the
di vision finds that:

(1) The borrower cannot neet paynent schedul e
even after a waiver of six nonths, because
of prolonged natural or econom c disaster;

(2) The borrower cannot neet nore than fifty per
cent of its annual paynent; and

(3) The borrower would require a period of one
year or longer to recover fromthe effects
of depressed prices, natural catastrophe, or
ot her external factors beyond borrower's
control

(c) If the departnent grants an extension, the

extensi on may be subject to any one or nore of the
foll ow ng conditions:

(1) The borrower shall agree to special
conditions wwth regard to extension.

(2) The interest on the borrower's existing
| oans fromthe departnment shall be brought
to current status.

(3) The borrower shall make nonthly paynents on
the existing loans fromthe departnent
t hrough an assi gnnent of incone.

(4) There shall be a year end anal ysis and
review of the borrower's financial status.

[ Ef f 1/31/85; conp 9/20/86] (Auth: HRS
8155-4) (Inp: HRS 88155-4, 155-13)
84-8-30 Subordination and partial release. (a)
A direct |oan borrower may apply to the division for a
subordi nation or partial release of collateral. The
division will review such requests on a case-by-case
basi s.
(b) The chairperson may approve a request for

subordi nation or partial release if the borrower neets

any one or

(1)
(2)

(3)

nore of the foll ow ng conditions:
The borrower shall reduce its | oan bal ance;
The borrower is current on | oan paynents and
there is sufficient security to cover
requests;
The borrower shall add to or substitute the
security with other security of better val ue
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(especially for borrowers with average or
bel ow aver age performance); and

(4) The borrower shall strengthen the State's
security position by assigning paynents to
t he departnent through a person, a bank, a
whol esal er, or a cooperative, and the
borrower shall bring all its delinquent
|l oans to current status. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4) (Inmp: HRS
8§155- 4)

84-8-31 Application of paynent. (a) Refund and
cancel ed undi sbursed funds shall be applied to the
principal and returned to the |oan revol ving fund.

(b) The departnment may apply paynent to any | oan
outstanding in the case of a borrower with nultiple
| oans fromthe departnment. [Eff 1/31/85; conp
9/20/86] (Auth: HRS 8155-4) (Inp: HRS 8§8155-4,
155-13)

84-8-32 Refinancing and consolidation.
Ref i nanci ng and consolidation may be consi dered when
the loan neets the following criteria:
(1) The loan is delinquent and part of the
wor kout requires a new |l oan. Refinancing
w Il cure delinquency or inprove the cash
fl ow situation, or both;
(2) The borrower's financial condition wll be
i nproved; and
(3) The adequacy of the security will be
uninpaired or it may be inproved. [Eff
1/ 31/ 85; conp 9/20/86] (Auth: HRS 8155-4)
(I'mpL HRS 88155-4, 155-13)

84-8-33 Changes in participating loan. On all
participating | oans, any request for changes shall be
initiated by the private |l ender, with reconmendati on
for concurrence fromthe | oan officer through the
di vi sion head and di sposition by the chairperson.

[Eff 1/31/85; conp 9/20/86] (Auth: HRS 8§155-4)
(I'mp:  HRS 88155-4, 155-6)
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84-8-34 Default. (a) Default, whether in the
paynment of any debt or in the performance of any
covenant or agreenent, shall constitute default under
all instrunents evidencing a debt fromthe borrower to
the State.

(b) Upon such a default, the State, at its
option, may declare all or any part of that
i ndebt edness i mredi atel y due and payabl e.

(c) Failure of the State to exercise this option
shall not constitute a waiver of the State's right to
exercise the option in the event of any subsequent
default. [Eff 1/31/85; conp 9/20/86] (Auth: HRS
8155-4) (Inp: HRS 88155-4, 155-12)

84-8-35 Delinquent and probl em |l oans. The
di vision shall review delinguent and probl em accounts
to determ ne whether or not defaults are being
satisfactorily resol ved, acceptabl e repaynent
arrangenments are in effect, or if a satisfactory
repaynment arrangenment can be worked out. Any wor kout
repaynment plan shall be subject to periodic review,
normal Iy every six nonths. |f the division determ nes
that there is no satisfactory workout of a delinquent
account or renedies to other defaults, the account
shall be referred to the board for appropriate action.
The board may refer the delinquent account to the
attorney general for appropriate action where:

(1) The borrower has failed to maintain workout
arrangenments or otherw se renedy defaults;
or

(2) Legal action is required to protect the
State's interest; or

(3) The division's security position is
t hreat ened by the borrower or by the actions
of the borrower's other creditors or
vendors; or

(4) There is no financial or other renedy to
solve the borrower's breach or default.

[ Ef f 1/31/85; conp 9/20/86] (Auth: HRS
8155-4) (Inp: HRS 88155-4, 155-12)

84-8-36 Attorney general accounts. (a) The
attorney general may act on behalf of the departnent
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to protect its interest in security for |oans provided
to borrowers and to otherw se pursue | egal neasures to
ef fect collection on delinquent accounts.

(b) The attorney general shall provide the board
with tinely reports on the status of delinquent
accounts. [Eff 1/31/85; conp 9/20/86] (Auth: HRS
8155-4) (Inp: HRS 88155-4, 155-12)

84-8-37 Loans paid in full. Upon paynment in
full, the collateral shall be rel eased by the
departnent through its chairperson unless the
collateral is pledged to secure another debt to the
State or departnent. [Eff 1/31/85; conp 9/ 20/ 86]
(Auth: HRS §155-4) (Inp: HRS §§155-4, 155-11)

Subchapter 3
NORTH KOHALA LOAN AND GRANT PROGRAM LCAN SERVI Cl NG

Hi storical Note: This subchapter is based
substantially upon Regul ation No. 1,
entitled "North Kohal a Loan and G ant
Program " of the Departnent of Agriculture.
[Eff 3/12/73; R 9/20/86]

84-8-43 Admnistration. Responsibility for the
adm ni stration of the North Kohala | oan and grant
program shall be placed within the departnment of
agriculture. [Eff and conp 9/20/86] (Auth: SLH
1972, Act 197, 83) (Inmp: SLH 1972, Act 197, 83)

84-8-44 R ght to inspect. The departnment or its
aut hori zed representative shall have the right to
i nspect, at reasonable hours, the physical facilities,
t he books and records of the borrower in connection
with the adm nistration of the |oan under the North
Kohal a | oan and grant program [Eff and conp 9/ 20/ 86]
(Auth: SLH 1972, Act 197, 83) (Inp: SLH 1972, Act
197, 83)

84-8-45 Borrower's responsibilities. The
borrower or guarantor shall:
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(1) Submt to the departnent an annual financi al
statenment during the life of the | oan and
such interimstatenents and reports as my
be requested by the departnent;

(2) Conply with the terml oan agreenent, which
may be anmended fromtine to tinme with
approval by the departnent and concurred by
the authorized representative of the county
of Hawaii ;

(3) Keep the departnment informed on any and al
changes concerning security and ot her najor
changes in the operation;

(4) Pronptly provide information and docunents
to the departnent upon request; and

(5 Repay |oans made under the North Kohal a | oan
and grant programin accordance with the
terms of the promssory note. [Eff and conp
9/20/86] (Auth: SLH 1972, Act 197, 83)
(I'mp: SLH 1972, Act 197, 83)

84-8-46 Repaynent. (a) Loans made shall be
repaid in accordance with the terns of the note and
paynments shall be applied first to interest then to
princi pal .

(b) The departnent shall transmt repaynents to
the State and County of Hawaii in accordance with
appropriate contractual agreenents.

(c) Additional paynents in any suns, or the
paynent of the entire principal may be nmade at any
date within the tinme period of the | oan w thout
penalty. [Eff and conp 9/20/86] (Auth: SLH 1972,
Act 197, 83) (Inp: SLH 1972, Act 197, 83)

84-8-47 \aiver of paynent and extension. (a)
The departnent, with the concurrence of the county of
Hawai i, may defer paynent of the install ments of
principal for a period not to exceed two years.

(b) The borrower shall agree to keep interest
paynents current. [Eff and conp 9/20/86] (Auth: SLH
1972, Act 197, 83) (Inmp: SLH 1972, Act 197, 83)

84-8-48 Refinancing. The departnment may require
the borrower to refinance the bal ance owed on any
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direct | oan as soon as the borrower is able to obtain
credit fromother sources at standard rates and terns.
[ Ef f and conmp 9/20/86] (Auth: SLH 1972, Act 197, 83)
(Imp:  SLH 1972, Act 197, §3)
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