Title 7: Agriculture
PART 1718—L OAN SECURITY DOCUMENTS FOR ELECTRIC BORROWERS

Subpart B—Mortgage for Distribution Borrowers

Appendix A to Subpart B of Part 1718—Model Form of Mortgage for Electric Distribution
Borrowers

SECTION 3.11. Limitations on Transfers of Property: The Mortgagor may not, except as provided in [Section 3.10]
above, without the prior written approval of each Mortgagee, sell, lease or transfer any Mortgaged Property to any
other person or entity (including any subsidiary or affiliate of the Mortgagor), unless (1) there exists no Event of
Default or occurrence which with the passing of time and the giving of notice would be an Event of Default, (2) fair
market value is obtained for such property, (3) the aggregate value of assets so sold, leased or transferred in any 12-
month period is less than 10% of Net Utility Plant, and (4) the proceeds of such sale, lease or transfer, less ordinary
and reasonable expenses incident to such transaction, are immediately (i) applied as a prepayment of all Notes
equally and ratably, (ii) in the case of dispositions of equipment, materials or scrap, applied to the purchase of other
property useful in the Mortgagor's utility business, not necessarily of the same kind as the property disposed of, which
shall forthwith become subject to the Lien of the Mortgage, or (iii) applied to the acquisition or construction of utility
plant.

Subpart C—L oan Contracts With Distribution Borrowers

Appendix A to Subpart C of Part 1718—Model Form of Loan Contract for Electric Distribution
Borrowers

Section 6.6. Limitations on Mergers and Sale, Lease or Transfer of Capital Assets

(a) The Borrower shall not consolidate with, or merge, or sell all or substantially all of its business or assets, to
another entity or person except to the extent it is permitted to do so under the Mortgage. The exception contained in
this paragraph (a) is subject to the additional limitation set forth in paragraph (b) of this section.

(b) The Borrower shall not, without the written approval of the Administrator, voluntarily or involuntarily sell, convey or
dispose of any portion of its business or assets (including, without limitation, any portion of its franchise or service
territory) to another entity or person if such sale, conveyance or disposition could reasonably be expected to reduce
the Borrower's existing or future requirements for energy or capacity being furnished to the Borrower under any
wholesale power contract which has been pledged as security to RUS.
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