§1786.60

of the RUS Loan Agreement, the bor-
rower shall be required to pay to the
Government an amount equal to the
difference between ths amount which
the borrower prepaid on such RUS
Notes evidencing RUS loan funds which
were improperity dishursed and the
amount which the borrower would oth-
arwise have been required to return to
the Government as a result of non-
compiiance if the borrower had not pre-
paid such RUS Noted. (See 7 CHFR. part
1721)

§1786.60 Closing,

{a) The borrower shall be responsible
for obtaining all approvals necessary to
consummate the transaction as re-
quired by the prepayment agreement
inecluding such approvals as may be re-
quired by regulatory bodies and other
lenders.

(b) The RUS Notes shall be prepaid at
a closing to be held in accordance with
the prepayment agreement; Provided,
however, That no closing may bhe sched-
uled for after September 30, 1987. At
closing, a borrower shall prepay the
RUS Notes by paylng to the Govern-
ment an amount egual to the Dis-
counted Present Value of the RUS

- Notes. The closing shall otherwise he
conducted as prescribed in the prepay-
ment agreement.

§1786.61 Other prepayments,

RUS loan documentation generally
permits borrowers to prepay RUS
Notes by paying the outstanding bal-
ance due thereon. Nothing in this sub-
part shall prohibit any horrower from
prepaying its outstanding RUS Notes
in accordance with the terms thereof.
The provisions of this subpart shall not
he applicable to such prepayment.

§31786.62-1786.74 [Reserved]
Subpart D [Reserved]

Subpart E—Discounied Prepay-
ments on RUS Notes in the
Event of a Merger of Cerlain
RUS Electric Borrowers

Source: 56 FR 37268, Aug, 6, 1891, unless
otherwise noted.

7 CFR Ch. XVl (1-1-12 Edition)

§1786.95 Purpose.

This subpart sets forth the policies
and procedures of RUS whereby certain
electric borrowers may Dprepay out-
standing RUS Nobeg at the Discounted
Present Value of the RUS Notes with
private financing.

§1786.96 Definitions.

As used in this subpars:

Aet means the Rural Electrification
Act of 1936, as amended (7 T.8.C. 901 et
seq.).

Administrator means the Adminis-
trator of RUS,

Consclidation means:

(1) The comblnation, pursuant to
state law, of two or more borrower or
nonborrower organlzations inte a new
successor organization that takes over
the assets and assumes the liabilities
of those organizations; or

(2) Any other #ransaction including
an acquisition which has substanhtially
the same effect.

Discounted Present Value shall have
the meaning specified in §1786.98.

Fund means the Rural Electrification
and Telephone Revolving Fund pursu-
ant to the Act, .

Merger means:

(1) The combination, pursuant fto
state law, of two or more borrower or
nonborrower crganizations into an ex-
isting survivor organization that takes
over the assets and assumes the liabil-
ities of the merged organizations; or

{2} Any other transaction inclading
an acguisition which has substantially
the same effect.

REA means the Rural Electrification
Administrasion formerly an agency of
the United States Department of Agri-
culture and predecessor agency to RUS
with respect bto administering certain
alectric and telephone loan programs.

RUS means the Rural Utilities Serv-
ice, an agency of the United States De-
partment of Agricuiture established
pursuant to Section 232 of the Federal
COrop Insurance Reformm and Depart-
ment of Agriculture Reorganization
Act of 1854 (Pub. 1. 103-354, 108 Stat.
3178), successor to REA with respect to
administering certain electric and tele-
phone programs. See 7T CFR 1700.1.

RUS Loan Agreement means the agree-
ment between the borrower and RUS
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providing for loang pursuwant to the

Act.

RUS Notes means those notes, bonds
or other ohligations evidencing indebs-
edness craated by loans made or gnar-
anteed by RUS pursuant to titles T and
III of the Act (7 U.S8.C. 901-040).

[b6 FR 387268, Aug. 6, 1951, as amended at 59
FR 66440, Dec. 27, 1994]

§1786.97 Prepayment.

There were 29 former RUS elesctric
borrowers that prepaid their direct or
insured loans under section 306B{a) of
the Act prior to October 1, 1887. (See
subpart © of this part.) These bor-
rowers are lsted in appendix A to sub-
part B of this part. Any RUS slectric
borrower which is the result of a merg-
er or consolidation involving any of
these 29 former borrowers and a bor-

n

§1786.99

rower with outstanding Nofes may,
after meeting all requirements of this
subpart, prepay all outstanding RUS
Notes 1ssued or assumed by the bor-
rower upon paying the lesser of the
outstanding halance or the Discounted
Present Value. Such prepayment must
be made neb later than one year after
the effective date of the merger or con-
solidation.

§1786.98 Discounted present value.

{(a) The Discounted Present Value
shall be calculated by BUS before pre-
payment is made hy summing the
pregent values of all remaining pay-
ments on all outstanding notes accord-
ing to the following formula to com-
pute the discounted present value of
each noie and adjusting as here and
after provided for tax exempt financ-
ing.

Py

Present Value = Z .

k=l H

i=1

Where:

Py=Total payment, including interest, due on
the kv payment date following the prepay-
ment date. n=Total number of remaining
payment dates, I=The discount rate ap-
plied fo each transaction will he
ascertained by using data speecified in the
“Federal Reserve Statistical Releage”
which 1s published each Monday. (See ap-
pendix B to subpart E of this part.) The
specific discount rate will be the discount
rate(s) specified in the “Treasury Constant
Maturities” section of this publication
eight working days prior to the closing. In
applying the discount rate, the l-year
Treasury rate will be used for all notes
with a remaining term of less than 2 years;
the 2-year Treasury rabe for notes with ma-
turities between 2 and 3 years; the 3-year
Treasury vate for all notes with maturities
between 3 and b years; the 5-year Treasury
rata for ali notes with maturities between
5 and 7 years; the 7-year Treasury rate for
all notes with maturities betwesn 7 and 10
vears, the 10-year Treasury rats for all
notes with matuarities between 10 and 30
vears; and the 3¢-year Treasury rate for all
notes with maburities longer than 30 years.

Dl=Number of days in the i* payment, period
that are In a non-leap year (365 day year).

) Dl. D2,
[1.0 +<———‘+-m‘—> xI
365 366

D&=Numher of days in the i" payment pericd
that are in a leap yvear (366 day year).

(b) Notwithstanding paragraph {a) of
this section, in the event thai the bor-
rower shall elect to prepay using $ax
exempt financing, the calculation of
the Discounted Present Value shall be
adjusted to make the discount %he
aquivalent of fully taxable financing.

§1786.99 ZEligibility criteria.

To he eligible to prepay RUS Notes
at the Discounted Present Value, a bor-
rower must comply with the following
criteria:

(a) The borrower must be current on
all payments due on It oubtstanding
RUS Notes and all other payment obii-
gations owed to RUS;

() The horrower must agree to pre-
pay all of its outstanding RUS Notes;

(¢) The borrower must identify the
source of financing that will be used di-
rectly or indirectly to refinance its
outstanding RUS Notes. The horrower
must certify in writing whether such
financing will be tax exempt and, if so,
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shall furnish a1l information on the fi-
nancing as RUS may request Lo enable
RUS. to adjust the discount to the
equivalent to fully taxable firancing;

{d) The borrower must have expended
all funds advanced on account of the
RUS Notes for the purposes for which
such funds were advanced or repaid
RUS for all unexpended funds,

(e) The borrower must agree to a re-
scission of fhe vnadvanced balance of
any RUS Notes outstanding as of the
date of its application for prepayment;

(fy The borrower must agree that the
borrower, its successors and assigns,
shall pay to the Government, as a con-
dition of receiving additional leans or
loan guarantees pursuant to titles I
and IIT of the Act, an amount equal to
the aggregate of the difference with re-
apect to each of the RUS Notes be-
tween the amount outstanding on the
RUS Note-and the Discounted Present
Value of the RUS Note upon prepay-
ment with interest acoruihg quarserly,
the interest rates shall be the rates
provided in the regpective Notes; and

(g) If the borrowar is a party to a
wholesale power contract with a power
supplier financed pursuanté to the Act,
the borrower must provide the Admin-
istrator with such assurances as the
Administrator may request that it will
meet its obligations to the power sap-
plier. The borrower musé also specifi-
cally agree to the following limitation:
The borrower agrees that, for so long
a8 the Wholesale Power Contract shall
be in effect between the borrower and
the power supplier, the borrower will
not, without the approval in writing of
the power supplier and the Adminis-
trator, take or suffer to he taken any
steps for reorganization or o consoli-
date with or merge into any corpora-
tion or any other public power district,
or to sell, lease or transfer (or make
any agreement therefor) all or a sub-
stantial portion of its assets, whether
now owned or hereafter acquired. Not-
withstanding the foregoing, the bor-
rower may take or suffer to be faken
any steps for reorganization or to con-
solidate with or merge into any cor-
poration or any other public power dis-
prick, or to sell, lesase or transfer (or
make any agreement therefor) all or a
substantial portion of 1its asseis,
whether now owned or hereafter ac-

7 CFR Ch. XVII (1-1-12 Edition)

quired, so long as the borrower shall
pay such portion of the outstanding in-
debtedness evidenced by the power sup-
plier’s Notes ab the time outstanding
as shall be destermined by the power
suppHer with the prior written consent
of the Administrator and shali other-
wise ‘comply with such reasonable
terms and conditions as the Adminis-
trator and the Power Supplier ghall re-
guire.

§1786.100 Application procedure, ‘

Any borrower seeking to prepay iis
RUS Notes under this Sabpart should
apply to the appropriate RUS Area Di-
rector not less than 60 days prior to
one year after the effective date of the
merger or consolidation by submitbing:

(a) A hoard resolution that:

(1) Requests approval of the prepay-
ment of the borrower's outstanding
RUS Notes;

(2) States the intent of the borrower
to comply with all eligibility criteria
set forth in §1786.99 of this subpart; and

(8) Identifles the source of financing.

(b} A list of all RUS Notes together
with the outstanding amount on such
notes.

(¢} An apinion of counsel as to the ef-
fective date of the merger or consolida-
bion.

{(d) Such additional information as
the Administrator will request.

§1786.101 Approval of application.

The applications will be reviewed
and, if satisfactory, approved. Closing
will be scheduled upon approvali.

§1786.102 Prepayment agreement.

Upon approving an application for
prepayment under this subpart, the Ad-
ministrator shall notify the borrower
and deliver to the borrower for its exe-
cution a prepaymens agreement which
shall set forth and provide:

<{a) The RUS Notes to he prepaid and
when the Discounted Present Value
will be calculated.

{b) The nlace, date and conditions for
cloging.

{c) Agreement that the unadvanced
balance of RUS Notes shall be re-
scinded.

(d) Agreement that the borrower, or
its suaccessors or assigns, shall pay to
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the Government, as a condition of re-
ceiving additional loans or loan guar-
antees purstant to titles 1 and II1 of
the Act, an amount equal to the aggre-
gate of the difference with respect to
each of the RUS Notes betwecn ths
amount oubstanding on the RUS Note
and the Discounted Present Value of
the prepaid RUS Note; with interest
aceruing guarterly. The interest raies
shall he the rates provided in the re-
spective RUS Notes.

{e) Agsurances that the borrower will
meet its obligations to any power sup-
plier financed pursuant to the Act.

(f) Such other terms and conditions
as the Administrator deems appro-
priate.

§1786.103 Security.

If, after prepayment of RUS Notes,
the Government sghould continue to
hold liens on the borrower's property,
the Administrator of RUS will consider
a request for the accommodation of
such liens for the purpose of providing
gecurity for loans the proceeds of
which were used to prepay RUS Notes.
Such lien accommodations shali be
limited@ in amount to the Discounted
Present Value of the RUS Notes plus
such costs, as the Administrator shall
determine tc be reasonable, Incurred
by the horrower in obtaining such
loans.

§1786.104 Loan fand audit.

RUS shall have the right to audit
within 6 months of closing, trans-
acbions Involving the RUS oconstruc-
tion fund established and maintained
by the borrower pursuant o the jerms
of the RUS Lioan Agreement and $o in-
spect all books, records, accounts and
other documents and papers of the bor-
rower. Should RUS determine that the
borrower has made disbursements of
funds advanced pursuant to RUS Notes
which do not comply with the require-
ments of the RUS Loan Agreement, the
borrower shall be required to pay the
Clovernment an amount equnal to the
difference bhetween the amount which
the horrower prepaid on such RUS
Notes evidencing RUS loans funds
which were improperly disbursed and
the amount which the borrower would
otherwise have been required to return
to the Government as a result of non-

PL. 1786, Subpt. E, App. A

compliance if the borrower had not pre-
paid such RUS Notes. (Bee 7 CFR part
1791, Post-Loan Policies and FProce-
dureg for Insured Electric Lioans.)

§1786.105 Closing.

{a) The borrower shall be resgponsible
for obiaining all approvals necessary to
consummate the transaction as re-
quired by the prepaymeni agreement,
including such approvals as may be re-
quired by regulatory bodiss and other
lenders.

{b) The RUS Notes shall be prepaid at
a closing to be held in accordance with
the prepayment agreement. RUS shall
designate the date of closing which in
no event shall be later than one year
after the effective date of the merger
or consolidation. At closing, in addi-
tion to paying all current interest due
on the date of prepayment, a borrower
ghall prepay the RUS Notes by paying
o the Government an amount sgual to
the lesser of the outstanding balance or
the Discounted Present Value of the
RUS Notes. FThe cloging shall otherwise
be conducted as prescribed in the pre-
payment agreement.,

§1786.106 Other prepayments,

RUS loan documentation genserally
permits borrowers o0 prepay RUS
Notes by paying the outstanding bal-
ance duae thereon. Nothing in this sub-
part ghall prohibit any borrower from
prepaying its outsianding RUS Notes
in accordance with the terms thereof.
The provisions of this subpart shall not
be applicable to such prepayment.

APPENDIX A TO SUBPART E OF PART
1786—1I3TING OF ELIGIBLE BORROWERS

State Borrowar name and address

Colorado ... Colorado-Ute  Electde  Assn,,  Ing,
Manirose.

Flonida ... Les County Electic Coop. Ing, Norh
Fort Myers.

Indiana ....ocererans Clark County Rural Eles. Memb, Carmp.,
Seltarsburg.

Latisiana ... Beauregard Elaclric Goopetative, Inc,,
Derldder.

MiSSOUM ierverarenss Culwre River Electic Cooperative, Inc.,
Troy,

Nebraska .. | Roosevelt Public Power District, Mitchell,

Nebraska . | Howard Greely Bural Public Power Dist.,
St. Paul.

Nebraska .o Cuming Counly Public Power Distiict,
West Point.

Nebraska .. York County Aural Pubflc Power Distriet,
York,
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Staie Borrower name and address State Borrower name and address

Nebraska .....occe.e Eikhorn Hural Public Power Distrct, Bal-  TeXas ..vvecnnies Blusbonnat Electic Gooperative, Inc,
tle Creek. Giddings.

Nebraska ... Southem Nebraska Rural P, P. D., Grand TEXAS vvreeseraeeiens Cap Rock Electric Cooparative, Inc. Stan-
Island. ton.

Nebraska ... McCook Public Power District, MaGook. TOXAS wusvcsimasrnsnas San Bemard Electtic Cooperative, Inc.,

Nebraska ... Niobrara Valley FElectric Memb, Cerp., Bellvilie.
O'Naill. .

Nebraska ... Cornusker Public Powar Distct, Colum. W 25HngIen .. |“':;‘ge Power & light Gompany, Spo-
bus, . -

Nebraska .. Custer Public Power Dislict, Broken Washinglen .o Pub, ULl Dist. No, 1 Grays Harbor Co.,
Bow. Abardeen.

Nebraska ............ Northwest Rural Public Power Disl., Hay
Springs.

Nebrasha . menn Souliwest Public Power Distet, pai. APPENDIX B TO SUBPART K OF PART
sade. 1786—FRDERAT. RESERVE STATIS-

Nabraska ... Loup Valleys Rural Public Power District, TICAT, RELEASE
Ord,

Nebraska ... South Cenlral Public Power District, Nel- FEDERAL BESERVE STATISTICAL RELEASHE
son, p

Oklahoma Peoples® Eleciric Gooparative, Ada,

Deaf Smith County Eleclic Coop. Inc.,
Herafard,

Pedernales Electric Coap. fne., Johnson
City.

Bandera  Electric
Bandera.

Guadalupe Vakey Elestric Caop., Ine,
Gonzales.

Cooperative, Inc,,

. SELECTED INTEREST RATES
|Yields in persant per annum]

These dafa are released each Monday. The
avallability of the release will be announced
when the information is available, on (202)

4623208,

H. 15 (519)

For immediate release February 4, 1991,

Instrumenis 1691 dan. | 1991 Jan. | 1991 Jan. | 1991.Jan. | 1991 Feb. | this week | Lastweek | 1951 Jan.
Fedaral Funds {ef-
feciive) 123 ... 781 7186 6.96 8.8 6,30 7.48 6.88 5.9
Commercial
papar3.5
1-Month .......... 6.88 5,96 6,95 6.99 6.73 8.90 5,83 KAt
3-Monih .. . 6.82 5,96 6.94 6.95 6.67 8.43 §.82 740
6-Monih ., 6.87 6.91 6.88 6.88 6.58 682 6,88 7.02
Finance papar
placed di-
raclly342
i-Menth .. 876 6.85 683 6.83 6.55 8786 §.68 6.95
3-Menth 6.76 6.83 6.83 6,76 6.46 873 8.77 B.92
6-Month .. 6.53 663 6.59 8.53 5,18 547 6.55 6.59
Bankers accept-
ances {lop
rated) 347
3-Month .. 6.80 §.82 677 65.68 6,30 6,67 8.76 6.96
6-Menth .. 6,67 8,70 6.85 6.55 8.15 6.54 .63 6.84
CDS (secandary
market) 3.2
1-Monikh .. 8,78 6.85 6.87 6.82 8.52 6.77 6.77 7.10
3-Month .. 6.94 £.95 6.93 6,88 8.51 6.84 6.94 77
6-Menth .. . 6.95 4.98 6.95 588 8,51 6,85 8.97 747
Euradoilar daposits
(London) 32
1-Month .., 6.81 6.88 6.88 6.08 5,88 6.86 681 713
3-Month .. 6.94 7.06 700 6.94 8.94 6.985 7.0 7.23
f-Month . 7.00 7.00 700 6,04 £.94 6.96 7.04 7.23
Bank prime
foan2=10 ... 9.50 9.50 4.50 2.50 8.50 9.50 9,50 9,52
Discount window
berrowing 21 .. 6.50 6.50 6.80 £.50 £.00 6,60 6,50 6.50
U.5. Govemnment
securities
Treasury bills
Auction aver-
agedai2
3-Month . 6,22 6,22 6,14 630
&-Month ... 8.28 6.28 6.21 634
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SeLECTED INTEREST RATES—Continued
TYields in percent per annumj

instruments 199;8"' an. 199;9‘]6”' 199;5’: an. 193;1‘13"' 19911 Feb. | Tiis week | Lastweek | 1991 Jan.
Y T O SRR [NFORVNURUIONS RSN EPRPVITRRVI [FSRSRIPRIIES IR OISR PO 8.22
Auction aver-
age {invest-
ment) 12
3:Month ...... 6.4% 6,41 5.32 848
§-Monih ... [ 71 [P [IPPNRRNORE IR [T 6.58 6.50 £.64
Secondary
market 34
3-Month ... 6.25 5,22 8,20 6,19 6.00 8.17 8,12 6.22
§-Month . 6.26 6.26 6,24 6.20 597 6.19 5.20 B.28
1-Year .. 6.24 8.20 8.17 6.33 591 6,13 6.19 625
Treasury Cons
maturitles 13
1-Year . 6,64 6.59 8.56 8.51 6,27 6.51 6.58 6.64
2-Year . 712 710 707 7.05 6.83 7.03 7.09 7.13
3-Year . 738 7.35 7.34 7.30 7.0, 7.29 7.35 738
5-Year. 767 7.64 7.64 7.62 7.45 7.60 7.66 T.70
T-Year . 743 7.80 7.90 7.89 7.75 787 7.82 747
10-Ysgar .. 8.06 8.05 8.05 8,03 7.9 8.02 8.04 8.09
a0-Year .. 8.23 8.20 823 8.21 a.08 8.19 8.22 8.27
Composiie
Over 10 years
{long-
term) 14 ... 8.28 8.26 828 8.27 a.158 825 828 8.33
Corporate bonds
Meody's Sea-
soned
AAA . 9,03 29.01 8.00 4,99 8.96 8.00 4.05 0,04
BAA . 0.43 16.37 10.35 10.33 16,24 10,34 1G.44 10.45
ALRIEY 15 i § i . 8.65 9.65 8.80 9.83
State and focal i
bonds 18 e | cmreseenns FNUR [RPP [T 700 ... - 7.00 7.06 708
Conveniional mort-
gagas 7 .56 9.56 261 9.64
Footnotes: .

1The dally affective federal funds rate Is a weighted avaraga of rates on rades through N.Y. brokers.
2\Waekly flgures are averages of 7 calendar days ending on Wadnesday of the current week; monthly figures include each caf-

endar day in the month,
3 Annualized using a 360-day year or bank interest,
+Quoted on a discount basis.

5 An average al offering rates on commercial papar placed by several leading dealers for firms whose bond rating is AA or the

equivalent.

6 An average of offezing rates on paper direclly pfaced by finance companies.
“Represenative closing yields for acceplances of the highest rated monay canter banks.
8 An average of dealer offering rates on nationally traded cortificales of deposit.

9Bid rates jor Eurodellar deposits at 11 a.m. London time.

100ne of severat base rates used by banks to price short-term business leans.

11Rate for the Federal Raserve Bank of New York.

12 Auction date for dally data; weekly and monthly averages computed on an issue-date basis.
13Yjglds on actively tradad issues adjusted ta constant maturities. Source: U,S, Treasury,
4 Unwaighted average of rates on all sulstanding bonds neither due nor callable in less than 10 years, Including one very low

yielding "flawer” bond.

15 Eslimate of the yiald on a recenlly offered, A-rated utility bond with a maturity of 30 years and call protection of 5 years; Fri-

day quotations.

isHand buyer index, genaral obilgation, 20 years lo maturily, mixed quality; ﬁursda{ﬂqumalions.
37 Cantract interest rates on commitments for fixed-rate tirst morigages. Sourca: FHLMC,
NoTE: Weekly and menthly figures are avarages of businese days unless otherwlse noted.

Description of the Treasury Constant
Maturity Series

Yisids on Treasury securities at “constant
maturity’ are interpclated by the U.B.
Treasury from the daily yield curve. This
curve, which relates the yield on a security
ta its time to maturity, is based on the clos-
ing market hid yields on actively traded
Treasury securities in the over-the-counter
markss, These market yieids are calculated

from composites of quotations reported by
five leading U.8. Government securities deal-
ers bto the Federal Beserve Bank of New
York. The constant maturity yield values
are read from the yield curve ab fixed matu-
rities, currently I, 2, 3, 5, 7, 10, and 30 years.
This method provides a yileld for a ld-year
maturity, for exampie, even 1f no out-
standing sccurity has exactly 10 years re-
maining to maturity.
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Subpart F—Discounted Prepay-
ments on RUS Electric Loans

AUTHORITY: 7 U.8.C. 901 et seq.; Pub. L., 103
554, 108 Stat. 3178 (7 U.S.0, 6941 et s8q.).

Sourcs: 59 FR 13620, Mar. 22, 1994, anless
otherwise noted.

§1786.150 Purpose.

This subpart sets forth the policies
and procedures of RUS whereby bor-
rowers may prepay, with private fi-
nancing or internally generated funds,
outstanding RUS Notes evidencing
electric loans at the Discounted
pregent value of the RUS Notes, pursu-
ant to the provisions of section 306(B)
of the RE Act as amended by Public
Law 102428, 106 Stat. 2183, adopted Oc-
tober 21, 1992,

§1786.151 Definitions and rules of con-

struction,
(a) Definitions. As used in this sub-
part:
Administrator means the Adminis-

trator of the Rural Utilitles Service
(RUS). )

Borrower means any organization
which has an outstanding note(s) ovi-
dencing elactrie loans made by RUS, or
has previously prepaid such notes
under subparts C and B of this part.

Business day means any day on which
both the RUS and the Federal Reserve
Bank of New York are open for busi-
1ness,

Construction Fund Accouni means the
Cash—Construction Fand—Trustee Ac-
count, maintained by the borrower pur-
suant to the terms of the outstanding
RUS I.oan Contract.

Closing shall mean one of the several
contemplated closings of the prepay-
ment of the Qualified Notes prescrihed
by the Prepayment agreement.

Closing date shall mean any business
day identifiad as such by the Govern-
ment in its preclosing notice delivered
to the Company pursuant to §1786.158.

Closing request shall mean a reguest
by the borrower of the Government to
schadule a closing for cerbain Qualified
Notes on the date requesied therein.

Direct Ioan means a loan madse pursu-
ant to section 4 of the RE Act.

Discounted present value shall have
the meaning set forth in §1786.153.

7 CFR Ch. XVII (1-1-12 Edition)

Distribution borrower means a bor-
rower that sells electric power and en-
ergy at retail in rural areas.

Electrie loan means a Direct loan or
an Insured loan made for the purpose of
furnishing electric energy to persons in
rural areas,

Pinal maturity means the final dale
on which all outstanding principal and
accrued inkerest on an electric loan is
due and payable.

Government meang the United States
of America, acting through the Admin-
istrator of the Rural Utilities Service.

Insured loan means a loan made pur-
suant to Section 300 of the RE Act,

Lien accommodation means the shar-
ing of the Government’'s (RUS's) len
on property, usually all property, cov-
ared by the lien of the RUS Mortgage.

Logan guargnlee means a loan guar-
antee under Sectlion 306 of the RE Act.

Power supply borrower means a bor-
rower that selis or intends to sell elec-
trie power at wholesale to distribution
or power sapply borrowers parsuant o
RUS wholesale power contracts,

Preclosing notice shall mean a hotice
delivered by the Government to the
horrower in response to a closing re-
quest, identifying the closing date, the
Qualified Notes to be prepaid at such
closing and documents to be delivered
by the horrower to the Government
prior to the cloging date.

Prepayment agreement shall have the
meaning sat forth in §1786.168.

Qualified Noles shall have the mean-
ing setd forth in §1786.154.

RE Act means the Rural Blectrifica-
tion Act of 1936, as amended (7 U.S.C.
901 et seq.). ' .

RUS means the Rural Utilities Serv-
ice, an agency of the United States De-
partment of Agriculture,

RUS Loan Conitraci means the agree-
ment, as amended, supplemented, or re-
stated from time &o time, between a
horrower and RUS providing for loans
or loan guarantees pursuant to the RHE -
Act.

RUS Mortgage means cotlectively
those mortgages and security agree-
ments made by and among the bor-
rower, the Government, and third par-
ties, if any, securing indshtedness ovi-
dencing electric loans or loan guaran-
tees made pursuand to the RE Act.
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Rural development Iloans means loans
or grants made pursuant to Rural de-
velopment programs.

Rural development programs means
ican or granit programs under the au-
thority of the Administrator pursuant
to sections 313, 501, and 502 of the RE
Act.

Supplemental lender means a private
lender whose loan to the borrower is
secured by the RUS mortgage.

Tax exempl financing means bor-
rowing evidenced by bonds, notes and
other evidence of indebtedness the in-
come of which is excluded from gross
income for the purposes of Chapier 1 of
the Internal Revenue Code of 1986 (26
U.8.¢, ¢h, D).

() Rules of construction. Unless the
context shall otherwise indicate, the
terms defined in paragraph {a) of this
section include the plural as well as
the singular, and the singular as well
a8 the plural.

§1786.153

§1786.152 Prepayments of RUS loans.

An electric loan made uvnder the RE
Act shall not be sold or prepaid at a
value that is less than the outstanding
principal balance, except thai, on re-
guest of a borrower, an electric loan
made ander the RE Act, or a portion of
such a loan, that was advanced before
May 1, 1992, or has been advanced for
not less than 2 years, shall be prepaid
by the borrower at the lesser of the
outstanding principal balance of the
loan or the discounted present value
thereof.

§1786.153 Discounied present value,

(a) The discounted present wvalue
shall be ecalculated by summing the
present values of all remaining pay-
ments on all Qualified Notes to be pre-
paid according to the following for-
mula and adjusted as provided in para-
graph (b) of this section if tax exempt
financing is used.

Py

n
Present Value = 2 T

‘Where:

The Greek letter, Sigma (&) means the sum
of the foilowing terms,

The Greek letter, Pi (II) means the product
of the following terms,

P,=Total payment, including interest due on
the K% payment date following the prepay-
ment date,

n=Total number of remaining payment daies
to0 final maturity.

Dli=Number of days in the i® payment period
that are in a non-leap year (365-day year).

D2%=Number of days in the i payment period
that are in & leap year (366-day year),

I=The discount rate applied to each trans-
acbion ascertained by using data specified
in the *Wederal Resorve Stabistical Re-
lease' (H.16 (519)), which is published each
Monday. The availability of this Release
will be announced when the information is
available by telephone on (202) 452-3206, See
adjustment for tax exempt refinancing ab
paragraph (b) of this section, The specific
discount rafe will be based on the disoount
rate(s) specified in the “Ireasury Constant
Maturities” section of this publication 8
business days prior to the closing and will

L0+ (Plu %)I
- 365 366

k:lH
i=t

bo interpolated from that Information as
follows:

Remaining final maturity of AUS loan;

Treasury con-
stani maiu-
riies

But foss

At least than

# years # years

1-year.
2-year,
A-year,
)
S-year.
]
T-year.
(3
)
11 1 10-year.
V)

O~ Oy oA

Vo~ NO

21 | 20-year.
30109
80-yaar.

NoTEs:

1The arthmelic maan betwesen ihe 3-year and 5-year
Treasury Constant Malurilies; L.e., if 3-year. rate is 3.00% and
the S-year, rate is 4.00% then the rale used would be 3.5%.

2Tha arithmetic mean between the 5-year and 7-year
Treasury Constant Maturifies computed as abova,

3A siraight line interpolated rate betwaen the 7-year rate
and the 10-year rate, {See formula below) .

+A straight line Intarpolated rate betwaen the 10-year note
ang the 20-year Bond rate, (See formula below)
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SA siralght line Interpolated rate between tha 20-year bond
and the 3G-yaar bond using the following farmula;

_ .y (CoE)x(A-B)
F-E

1

Where: .

=The discount rate interpolated from the
cost of money to the Treasury.

A=The Treasury interest rate for the most
recently published matarity (in years) that
is the shortest Treasury term (in years)
which is greater than the borrower’s re-
maining term (in years) to final maturity;
i.e., (if the note to bs prepald has a final
maturlty of more than 10 years then this
rate is the 20-year Treasury rate)

B=The Treasury interest rate for the most
racently published matarity (in years) thab
is the longest Treasury term (In years)
whiech is less than the borrower’s remain-
ing term {in wyears) to final maturity; i.e.,
(if the note to be prepaid hag a final matu-
rity of more than 10 years bué less than 20
yvears then this term is the 10-year Treas-
ury rate)

U=The ramaining number of full years to the
final maturity of the borrower's note. Drop
gll fractions of a year and use the remain-
ing full years,

E=The published Treasury term (in years} to
maturity which is the longest term to ma-
turity for the published term that ig less
than the remaining term (in years) to final
maturity of the borrower’s note; ie, (if
the note to ba prepaid has remaining years
to maturity between 11 and 20 years then
this sorm wonld bs 18 or if the note to he
prepaid has remaining years to mabtuarity
petween 21 years and 30 years then this
term weuld be 20},

F=The published Treasury lerm (in years) to
maturity which is the shortest term to ma-
turity for the published term that is great-
er than the remaining term (in yearg) to
maturity of the borrower's note; i.e., (if
the note to be prepatd has remaining years
to maturity between 11 and 20 years then
this term would he 20 or if the remaining
years to maturity is between 21 and 30
years then this term would be 30},

NoTm: The psroentage terms used in the
ahove formula will be truncated to twe dao-
imal places, For the purpose of the terms A,
B, B, and T zbove the published Treasury
rate and sarm shall mean the Freasury Con-
stant Masurities from the Federal Reserve
Siatistical Release for T years, 10 years, 20
years, and 30 years.

(b)1) In the event that the borrower
prepays a loan under paragraph {a) of
this section using, divectly or indi-
rectly, tax exempt financing, the dis-
count shall be adjusted to ensure that
the borroewer receives a henefifi that is

7 CFR Ch, XVII (1-1-12 Edition)

no greater than the benefit the hor-
rower would receive if the borrower
used financing that was not tax ex-
empt, The borrower shall certify in
writing whether the financing will he
tax axempb.

(2) The discount rate established 1n
paragraph (a) of this seection shall be
adjusted for a tax exempt financing by
substituting for the “I" term in the
discount rate formula, a discount rate
egqual to the interest rate(s) published
parsuant to 7 CFR 17145, determina-
tion of interest rates on municipal rate
loans, This is the interest rate estab-
lished for the new RUS loan program
which is based on municipal interest
rates for issues of comparable matu-
rity. No interpolation or average will
be used. If a note is to be prepaid under
this subpart and is subject tio this tax
exempt adjestment, the discount rate
will be determined from the published
table in the FEDERAL REGISTER.For ox-
ample, if the note to be discounted ma-
tures in the year 1999 then the discount
rate will be the interest rate for the
vear 1999, RUS will publish a schedule’
of interest rates for municipal rate
loans in the FPEDERAL REGISTER at the
beginning of each calendar gquarter,
The published rates in effect eight
business days prior %o closing will be
used for the disconnt rates. All notes
to be prepaid that have remaining
vears to maburity of more than 20
vears will be discounted at the interest
rate in effect for new RUS municipal
rate loans of comparahle maturity at
the time of closing.

$1786.154 Qualified Notes.

An  eligible borrower may prepay
Qualified Notes ander this subpart at
the discounted present valus. A Quali-
fied Note i8 a note evidencing an RUS
slectric loan, all advances of which
were made prior to May 1, 1992, or not
less than 2 years prior to the date of
prepayment closing. See §§1786.165(a)(3)
and 1786,158 (h) and (3).

§1786.155 Eligible borrower.

{a) To be eligible to prepay an elec-
fric loan under this subpart, the bor-
rower must be in compliance with the
following:

{1) The borrower shall be current on
all payment obligations on ouistanding
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loans made or guaranteed by RUS. For
the purpose of determining elgibility
for prepayment, a default by a power
supply borrower from which a distribu-
tion borrower purchases wholesale
power shall not be considered a default
by the distribution borrower;

(2) There shall exist no material de-
faults under the borrower’s RUS Loan
Contract and Mortgage;

(3) The horrower shall have expended
all funds advanced pursuant to the
RUS Loan Contract for the purposes.
for which such funds were advanced, A
horrower will not be eligible Lo prepay
under this subpart if it has any funds
advanced pursuant to the RUS Loan
Contract in its Construction Fund Ac-
count; and

(4) The borrower shall be current on
all obligations under any wholesale
power contract with an RUS financed
power supply borrower.

(h) The eligibility of borrowers that
have had any Indebtedness rep-
resenting loans made or guaranteed by
RUS resiructured shaill be determined
on a case by case basis considering the
terms and conditions of the restruc-
turing agreement.

§1786.156 Application procedure.

Any borrower seeking %o prepay
Qualified Notes under this subpart
should apply to the appropriate RUS
Regional Director or $he Director of
the Power Supply Division. The apph-
cation shall provide the folowing:

(a) Borrower’s RUS designation;

(b) Borrower’s name and address,

(c) A certified copy of a resclution of
the board of directors of the horrower
that the borrower wishes to enber into
a prepayment agreement providing for
the prepayment of all or a porbion of
its Qualified Notes;

(d) Listing of each Qualified Note to
be prepaid by loan designation, RUS
account number, advance date, matu-
rity date, original amount, and out-
standing prineipal balance;

(e) Bvidence that the borrower has
the abillty to obtain the financing nec-
essary 60 prepay its Qualified Notes
listed in paragraph (d) of this section
and identification of the source of fi-
nancing and the need if any of ohbain-
ing a llen accommodation from RUS;
and

§1786.158

() Buch additional information as
the Administrator may request.

§1786.157 Approval of applications.

(a) Ordinarily, within 30 days of re-
ceipt, an application will be reviewed
and the borrower will be notified as to
whether the application has been ap-
proved, If the applieation hag not been
approved, the borrower will he in-
formed as to the reasons. If the appli-
cation is approved the borrower shall
thereafter be provided with a prepay-
ment agreement for execution.

(b) The Administrator may limit the
number of applications approved and
closings scheduled from time to time,
taking into account, among other mat-
ters, administrative considerations of
the RUS.

§1786,168 Terms and conditions of
prepayment agreement.

Upon receipt of a satisfactory appli-
cation, RUS shall provide to the bor-
rower for its execution a prepayment
agreement, in form and substance sat-
isfactory te RUS, which may include
the following:

{a) Provide for the prepayment of one
or more Qualified Notes from time to
time, but ne more than two closings
may be scheduled in any calendar year
unless a third closing is for the prepay-
ment of all outstanding electric loans
of the borrower;

(h) Set forth procedures and forms
through which the borrowsr will notify
the Government of each election it
makes to prepay certain Qualified
Notes upon a reguested closing date
and the Government will hotify the
borrower of the established closing
date and prepayment amount for the
Qualified Notes for each closing;

{c) Reserve to the Administrator the
right to reschedule closing dates to
meet administrative considerations;

(d) Set forth closing requirements
identifying the location and manner of
payment, and all documentation and
information to be delivered prior to or
at closing, including opinions of coun-
gel and certificates from the borrower;

(e) Provide for notice by either tele-
phone or facsimile to be given by RUS
to the borrower nof more than 8 nor
less than 3 business days before a
scheduled cloging date of the amount
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t0 bhe paid at clesing which shall in-
clude all acerued interest and the dis-
counted present value of the Qualified
Notes to be prepaid;

{fy Provide for notice of the 120
month period during which the bor-
rower’s eligibility for dirsct or insured
loana will be restricted;

{g) Set forth representations and
warranties;

(h) Require the borrower to prepay
each Qualified Note gpecified in full;

(1) Require the horrower to identify
the source of the financing that will he
used directly or indirectly to refinance
the Qualified Notes. If the source is
other than internally generated funds,
the bhorrower must certify in writing
whether such financing will be tax ex-
empt, and if tax exempt financing will
bhe used, farnish all information on the
terms and conditions of the financing
ag RUS may require;

(jy Require the bhorrower to rescind
the unadvanced balance of all out-
standing electric loans as of the dabe of
initial closing;

{k) Require the borrower, if it is a
party to a wholesale power contract
with a power supply borrower, to pro-
vide the Administrator with such as-
surances as the Administrator may re-
guire that it is in compliance with and
will continue to comply with its obli-
gabion to such power supply borrower;

{1y Provide RUS, if the Administrator
determines it necessary, with security
for all outstanding rural development
ioans and amendments to any out-
standing rural development loan agree-
ments in form and substance, and on
terms and conditions, satisfactory to
RUS;

{m) Prescribe remedies for violating
the terms and conditions of the prepay-
ment agreement;

(n) Provide for sermination by RUS
of the right for the horrower Lo prepay
thersunder;

{0) Provide evidence that any approv-
als required from any supplemental
lender have been obtained; and

{p) Set forth such other terms and
conditions as the Administrator shall
deem appropriate.

§1786.159 Initial closing,

{a) Upon receipt of the prepayment
agreement, the borrower may submif,

7 CFR Ch. XVl (1-1-12 Edition)

pursuant to the terms of the prepay-
ment agreement, a closing request
which shall request a olosing date no
less than 30 business days from the
date of the request.

{b) The Government will respond to
the borrower’s closing request by deliv-
ering a preclosing notice to the bor-
rower not less than 10 business days
prior to the date which the Govern-
ment, after reviewing the borrower's
closing request, selscts as a closing
date.

§1786.160 Subsequent closings.

(a) Bach subsequent prepayment
after the initial closing shall be facili-
tated with the submission of an addi-
tional closing request by the borrower.
Bach closing request must reguest a
closihg date no less than 30 business
days from the date of the request.

(b) The Government will respond to
each subsequent cloging request by de-
livaring a preclosing notice to the bor-
rowear not less than 10 business days
prior to the date which the Govern-
ment, after reviewing the borrower’s
closing request, selects as a closing
date in each case.

§1786.161 Return of Qualified Notes
and release of lien.

Upon payment to RUS at closing of
the full amount specified in the notice
delivered by RUS fo the borrower pur-
suant to the fterms of the prepayment
agreement (sees §1786.158(s)), RUS will
deliver to the horrower at closing $hose
Qualified Notes which have been paid
in full at such closing, and upon pay-
ment and discharge of all ontstanding
RUS debt obligations by the borrower,
RUS will deliver to the borrower at the
final closing a release of lien prepared
by the borrower pursuant to the terms
of the prepayment agreement.

§1786.162 Outstanding
ments,

(a) Except as expressly provided in
this subpars, the borrower shall comply
with ali provisions of its RUS Loan
Contract, its outstanding notes issued
to RUS, and the RUS Mortgage.

(h) Nothing in this subpart shall af-
fect any rights of supplemental lenders
under the RUS Mortgage, or other
oreditors of the borrower.

loan docu-
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(¢} Nothing in this subpart shall pro-
hibit a borrower from making prepay-
ments of any loans pursuant to the RE
Act in accordance with the terms of
such loans.

§1786.1638 Existing wholesale power
contracts.

{a) If the bhorrower i3 a party to a
wholesale power contract with a power
supply borrower financed pursuant %o
the RE Act, the Administrator may re-
guire that the borrower and the power

- supply horrower enter into a supple-
ment to the outstanding wholesale
power contract providing substantially
as follows:

SAMPLE CONTRACT TERMS

So long as any of the noies evldencing se-
curaed loans of the powser suppiy borrower are
cubstanding, the horrower will nok, without
the approval in writing of the power supply
borrower and the Adminisirator, take or suf-
fer $o he taken any steps for reorganization
or dissolution, or to consolidate with or
merge into any corporation, or %o sell, lease
or transfer (or maks any agreement therefor)
all or a substantial portion of its assets,
whether now owned or hereafter acquired.
The power supply borrower will not unrea-
sonably withhold or condition its consent to
any such, reorganizaticn, dissolution, con-
solidation, or merger, or to any such sals,
lease or transfer (or any agreement therefor)
of agsets. The power supply borrower will not
withhold or condition such consent excapt in
cases where to do otherwise would result in
rate increasses for ths other members of the
power supply horrower or impair the ability
of the power supply borrower to repay ifs se-
curad loans in accordance with their terms,
or adversely affect system performance in a
maberisl way. Nobtwitkstanding the fore-
going, the horrower may take or sulfer 4o be
taken any steps for reovganization or dis-
solution or to congolidate with or merge into
any corporation or to sell, lease or transfer
(or make any agreement bherefor) all or a
substantizl portion of its assets, whether
now owned or hersafter acquired without the
power sapply borrower’s consend, so long as
the borrower shall pay such portion of the
outstanding indebtadness on the power sap-
ply borrower's notes or other obligations as
shall be determined by the power sapply bor-
rower with the prior written consent of the
Administrator and shall otherwlse comply
with such reasonable terms and conditions
a8 the Administrator and power supply bor-
rower may reqguive either: () To eliminafs
any adverse effect that such action seems
likely to have on the rates of the other mem-
pers of the power supply borrower, of

§1786.164

(% To assure that the power supply bor-
rower's ability to repay the secured loans
and other obligations of the power supply
horrower in accordance with their terms is
not impaired.

The Administrasor may require, amohg
other things, that any paymen{ owed undsr
{2) of the preceding sentence that represents
a portion of the power supply borrower’s in-
dehtedness on Notes shall be paid by the bor-
rower in the manner necessary to accomplish
a defeasance of those obligations in acecord-
ance with the loan docurnents relating there-
to, or be pald directly to the holders of the
Notes for application by them as prepay-
ments in accordance with the provisions of
such docaments, or he paid to the power sup-
ply borrower and held and Invested in a man-
ner satisfactory to the Administrator..

[Bnd of sample contract terms]

(b) The Administrator may exempt a
borrower from the requirement to
enter into a supplement to its out-
standing wholesale power contract if
the Administrator determines that
such requirement is burdensome and
unnacessary in light of the provisions
of the existing wholesale power con-
tract, other security arrangements of
the power supply borrower, and any
obther relevant facts and circumstances.
Normally suach exemption will be
granted only with the concurrence of
the power gupply borrower.

§1786.164 Loan fund audit.

In the event that a borrower shall
prepay all its oufstanding electrie
loans RUS shall have the right to audit
within six (8) months of closing trans-
actlons invelving the RUS Construc-
tion Fund Account established and
maintained by the borrower pursuant
t0 the terms of the RUS Loan Contract
and to Ingpect all books, records, ac-
counts, and other documents and pa-
pers of the borrower. Should RUS de-
termine that the borrower has made
disbursements of funds advanced pursu-
ant to the RUS Loan Coniracts which
do not comply with the requirements
thereof, the borrower shall be required
to pay the RUS an amount equal to the
difference between the amount which
the borrower prepaid under this sub-
part with respect to such advances, and
the amount which the borrower would
otherwise have been required to return
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to the RUS as a result of noncompli-
ance if the borrower had not prepaid
such advances, plus inberest. (See 7
OFR part 1721, Post-Loan Policies and
Procedures for Insured Eiectric Loans.}

§1786.165 Reporiing.

Borrowers that no longer have any
loans made or guaranteed by RUS and
are considering applying for other fi-
nancial agsistance pursuant to the RE
Act are encouraged to flle the end-of-
year operating report, RI7S Form 7.

§1786.166 Approvals.

The borrower shall be regponsible for
obbaining all approvals necessary %o
congummabe the fransaction as re-
guired by the prepayment agreement,

including such approvals as may be re-

guired by resulatory bodies and other
lenders.

$§1786.167 Restrictions to additional

RUS financing.

(&) No borrower that prepays an elec-
trle loan at a discount as provided
under this subpart may apply for or re-
ceive direct or insured loans during the
120 months from the most recent oclos-
ing date, except at the discretion of the
Adminigirator. During the 120 month
period the Administrator may consider
" providing an insured loan if, among
obther matters, it is necessary to assure
repayment of, or protect the Govern-
ment’s security for any ousstanding
loans or leoan guarantees, or the bor-
rower's system has suffered severe
physical plant related damage due to
conditions beyond its control and the
borrower is unable te obtain financing
at reasonable terms to restore the sys-
tem from non-RUS sources, including
the Federal BEmergency Management
Agency, and from private sources.
Upon expiration of the 120 months,
such horrowers may apply for direct or
insured loans in the same manner as
other borrowers provided that such
borrowers may not apply for dirvect or
insured loans for facllities, construe-
tion of which commenced prior bo the
expiration of the 120 months. Special
provisions for mergers involving a bor-
rower that has prepaid pursuant to this
subpart are in 7 CFR 1717.158.

(b) Borrowers that prepay their di-
rect or insuared RUS loans under this

7 CFR Ch. XVII (1-1-12 Edition)

subpart remain eligible for certain
types of financial assistance ander the
RE Act, including loan guarantess and
rural development loans.

[69 'R 13620, Mar, 22, 1994, as amended at 61
FR 66074, Dec. 19, 1306}

§1786.168 Borrowers who prepaid
under this part prior to October 21,
1692,

(&) A borrower that had prepaid,
prior to the date of enactment of Pub-
iie Law 102-428 (106 Stat, 2183) on Octo-
her 21, 1992, at a discount rate as pro-
vided at 7 CFR part 1786, subpart C:

(1) Shall not be eligible except at the
digeretion of the Administrator as stat-
ed in paragraph §1786.167(a), to apply
for or receive direct or insured loans
during the 180-month pericd beginning
on the date of the prepayment; and

(2) Shall not be eligible to apply for
or receive direct or insured loans from
RUS until the borrower has repaid to
the RUS the sum of: .

(i} The amount (if any) by which the
discount the borrower received by rea-
son of the prepayment exceeds the dis-
count the borrower would have re-
ceived had the discount been based on
the cost of funds to the Department of
the Treasury as calculated at §1786.153
at the time of the prepayment; and

(ii) Interest on the amount described
in paragraph (a)2)(i) of this section for
the period beginning on the date of the
prepayment and ending on the date of
the repayment, ab a raje equal to the
average annual cost of borrowing by
the Department of the Treasury. This
ratie will be caleulated first on the date
of prepayment and at one year inter-
vals from that date based on the same
U.8. Treagsury issues published in the
Federal Reserve Statistical Release
closest to that date. 'The Treasury rate
of interest to bhe applied for each year
will be the rate for the Treasury issue
of comparable maturity to the number
of years from %the prepayment date to
the repayment date and at one year in-
tervals thereafter.

() If a borrower and the Adminis-
trator have entiered into an agreement
with respect to a prepayment occurring
before October 21, 1892, this section
shall supersede any provision in the
agresment relating to the restoration
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of sligibility for loans under the RE
Act.

(c) Borrowers who  prepaid prior to
October 1, 1987, are eligible for assist-
ance under the RE Act in the same
manner as other borrowers with re-
spect to lean guarantees and the raral
development loans.

(d) During the 180 month period de-
soribed in paragraph (a)1) of this sec-
tion the Administrator may consider
providing an insured loan, if the condi-
tions described in § 1786.167(a) exist.

(&) Borrowers may not apply for di-
rect or insured loans for facilities, con-
struction of which commenced prior to
the expiration of the 180 month period
described in paragraph (a)1) of this
sectlon,

§1786,169 Liability.

It is the intent of this subpart that
any failure on the part of RUS to com-
ply with any provisions of this subpart,
ineluding without limitation, those
provigions setting forth specified time-
frames for action by RUS on applica-
tions for prepayments or closing re-
quests, shall not give rise to liability of
any kind on the part of the Govern-
ment or any employees of the Govern-
ment including, without Hmitation, 1i-
ability for damages, fees, expenses or
costs incurred by or on behalf of a bor-
rower, wrivate lender or any other
party.

§1786.170 Prepayment of loans ap-
proved after December 20, 1993.
[Reserved]

§§1786.171-1786.199 [Reserved]

Subpart G—Refinancing and Pre-
payment of RUS Guaranteed
FFB Loans Pursuant fo Section
306(C) of the RE Act

AurHORITY: 7 U.8.C. 901 et seq.; Pub. L. 103
354, 108 Stat. 8178 (7 U.S.C. 6941 et geq.); sec,
1261¢hy of subtitie B of title 1 of Pub. L. 103
66, 107 8tat. 312.

Sourck: 58 FR 51008, Sept. 30, 1593, unless
otherwise noted.

§1786.200 Purpose.

This subpart sets forth the policies
and procedures of RUS through the ex-
isting FFB program, whorehy bor-

§1786.201

rowers may prepay and refinance, out-
standing FFB Noles evidencing electric
or telephone loans with FFB, pursuant
to the provisions of section 306(C) of
the RE Act as added by Public Law 103—
68, 107 Stat. 313, enacted Aungust 10,
1993.

§1786.201 Definitions and rules of con-

struction.

(a) Definitions. As used in this sub-
pars:

Administrator means the Adminis-
trator of the Rural Utilities Service
(RUS).

. Borrower means any organization

which has an outstanding nofe(s) evi-
dencing eolectric or telephone loans
guaranteed by RUS, from FFB.

Business day means any such day on
whiclhi both the Federal Financing
Bank and Federal Reserve Bank—New
York are open for business.

Electric loan means a loan made by
FFRB and guaranteed by RUS under sec-
tion 306 of the RE Act for electric serv-
ice.

FFB means the Federal Financing
Bank, an instrumentality and wholly
owned corporation of the TUnited
States,

Government means the United States
of America, acting through the Admin-
istrator of the Rural Utilities Service.

Loan guarentee means RUSs guar-
antee under section 308 of the RE Act
of a loan from FFB.

Payment date means the date thab
payment is due and is the last day in a
calendar guarter.

Prepayment penalty means the same
as prepayment premium,

Prepayment premium shall have the
meaning set forth at §1786.207.

RE Aet means the Rural Blectrifica-
tion Act of 1936, as amended (7 U.8.C.
901 et seq.).

REA means the Rural Electrification
Administration formerly an agency of
the United States Department of Agri-
culiure and predecessor agency to RUS
with respect to administering certain
electric and telephone loan programs.

Refinancing note shall have the mean-
ing set forth at §1786.206.

RUS means the Rural Utilities Serv-
ice, an agency of the United States De-
partment of Agriculture establigshed
pursaand to Section 232 of the Federal
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Crop Insurance Reform and Depart-
meni of Agriculture Reorganization
Act of 1994 (Pub. L. 103-354, 108 Stat.
3178), successor to REA with respect to
administering certain electric and tele-
phone programs. See 7 CFR 1700.1.

RUS loan coniraci means the agree-
ment, ag amendad, supplementad, ot re-
stated from time to time, between a
borrower and RUS providing for loans
or loan guarantees pursuant to the RE
Act.

RUS mortgage wmeans collectively
those mortgages and security agree-
ments made by and bebween the bor-
rower and the Government, securing
indebtedness evidencing eslectrie and
telephone loans or loan guarantees
made pursuant to RH Act, The term in-
cludes such mortgages regardless
whether third parties are mortgagees
with RUS. .

Supplemental lender means a privabe
lender whose loan to the borrower is
gecured under an RUS mortgage.

Telephone loan means a loan made by
FFB and guaranteed by RUS under sec-
tion 306 of the RE Act for telephone
service.

(b} Rules of conslruction. Unless the
context shall otherwise indicate, Ghe
terms defined in paragraph (a) of this
section include the plural as weil as
the singular, and the singular as well
as the wplural. The words ‘“‘herein,”
“hereof” and ‘‘hereunder”, and words
of similar import, refer to this subpart
as a whole,

[68 FR: 51008, Sept. 30, 1993, as amended at 59
FR 66440, Dec, 27, 1594]

§1786.202 Prepayment and refi-
ilancing of RUS guaranteed FFB
oans,

The borrower of an electric or tele-
phone loan made by the FFB and guar-
anteed by RUS under section 308 of the
RE Act may, at the option of the bor-
rower, refinanee or prepay a leoan or an

advance on $he loan, or any poriion of,

the loan or advance in accordance with
section 306C of the RE Act, after meet-
ing certain conditions using the proce-
dures prescribed in the note. After refi-
nanoing existing notes under this sec-
tion, additional prepayments or
refinancings will be governed by the
terms of the refinancing note(s).

7 CFR Ch. XVII (1-1-12 Edition)

§1786.203 Special considerations.

Generally all FFB borrowers with
loans guaranteed by RUS whose FFB
notes have not been accelerated are eli-
gible to prepay or refinance under this
part. All reguests for prepayment or re-
financing will be procesged in accord-
ance with this subpart except that
gome requests for refinancing and pre-
payments are more complid¢ated and
thug will involve special consider-
ations. These requests will have to be
handlad on a case by case basis and in-
clude:

{a) Telephone borrowers who are re-
gquired to meet certain terms of their
indenture; -

{h) Borrowers who have amended
their old form note or have already re-
priced prior to September 30, 1993;

{¢} Borrowers that have been in-
volved in a merger or consclidation;

{d) Borrowers whose obligations to
RUS, FFB notes, or sscurity instrua-
ments differ from those normally used;

{e} A request to prepay or refinance
an amount of less than $100,000 or an
amount of less than the full amount of
an advance outstanding; or

{f) A request to prepay or refinance a
note that includes unadvanced loan
funds.

§1786.204 Limitations.

{(a) No more than three refinancing
notes will be executed for any borrower
per calendar year,

{p) The horrower may not select a
term for the refinanced advance that
ends after the maturity date set for
that advancae,

§1786.205 Application procedure.

(a)} Any borrower seeking to prepay
or refinance an advance from the FFB
under this subpart should apply by let-
ter to the appropriate RUS Regional
Direchor or, in the case of power supply
horrowars, to the Director of the Power
Supply Division. The borrower will he
required to submit applications and
elections in a digital format to be sup-
plied by RUS, The application letter
shall provide the following:

(1) Borrower’s RUS designation;

(2) Borrower’s name and address; ‘

(3) Listing of each note to be prepaid
by loan designation, RUS note number,
RUS account number, advance date,
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maturity date, original amount, ous-
standing balance, and date{s) of any
substitate FFB note(s) amending the
original FFB Nofe;

{4) A statement of the borrower's in-
tention to finance the preminm by an
addition to principal balance or to pay
the premium in cash or with unsecured
debt;

() A statement of the maturity op-
tions that the borrower wishes to se-
Ieot;

(6y Buch additional information as
the Administrator may request.

(b) Requests for refinancing or pre-
payment will ordinarily be processed in
the order that they are received. Bor-
rower’s may withdraw an application
by notifying the appropriate RUS of-
fice in which they filed the application.

(¢) When the request for prepayment
or refinancing is approved for proc-
assing the borrower will be provided
with appropriate instructions, docu-
ments and forms which may include
bui are not limited to the following:

(1) An ¥FFB refinancing note;

(2) Resolution of Board of Directors;

(3) Legal Opinion;

(4) Certificate of Secretary;

(5) Waiver of Notice;

{8) Notice to borrower electing an ef-
fective date other than a scheduled
quarterly payment date @Gf applicable);

{7) Documentation of cbligations se-
cured pursuant to section 1786.208 if
any; and

{8) Becurity instrument.

(Approvad by the Office of Management and
Budget under control number 0572-0032)

§1786.206 Refinancing note.

(a) RUB will issue a replacement
guaranty for refinancing notes dellv-
ered to FFB to replace and substitute
for exigting FFB notes in connection
with any refinancing by FFB pursuant
to section 3060 of the RE Act.

{(b) Generally, refinancing notes will,
to the extent practicable, consolidate
all of a horrowsr’s existing ¥FFB notes
which have been guarantesd by RUS
and centaining terms and conditions as
FFB may require and RUS and the bor-
rower may accept.

(¢) Notwithstanding any contrary
provision contained in this subpart,
RUS will give preference to processing
refinancings that utilize a generic form

§1786.207

of refinancing note in the event that
FIB prescribes one.

[68 FR 51008, Sep. 30, 1993; 58 FR 66729, Nov.

© 3, 193]

$1786.207 Prepayment premium.

{(a) A premium shall be assessed
against a borrower that refinances or
prepays a loan or loan advance, or any
portion of a loan or advance, under thig
section, RUB will coliect the prepay-
ment premium as calculated by FPFB.
FFB will calculate this premium as de-
scribed in this section. Except as pro-
vided in paragraph {(b) of this sectlon,
the premium shall be eqgual to the less-
ar of:

(1) The difference hetween the out-
starding principal balance of the loan
being refinanced and the present value
of the loan discounted at a rate equal
to the then current cost of funds to the
Department of the Treasury for obliga-
tions of comparable maturity to the
loan being refinanced or prepaid;

{2) 100 perecent of the amount of inter-
est for 1 year on the outstanding prin-
cipal balance of the loan or loan ad-
vance, or any portion of the loan or ad-
vance, being refinanced, multiplied by
the ratio that:

(1) The number of quarterly payment
dates between the date of the refi-
nancing or prepayment and the matu-
rity date for the loan advance; bears to

(11} The number of guarterly payment
dates between the first guarterly pay-
ment date that occurs 12 years after
the end of the year in which the
amount being refinanced was advanced
and the maturity date of the loan ad-
vance; and

(3)(1) The present value of 100 percent
of the amount of interest for 1 year on
the outstanding principal balance of
the loan or loan advance, or any por-
tion of the loan or advance, being refi-
nanced or prepaid; plus

(ii) For the interval between the date
of the refinancing or prepayment and
the flrst quarterly payment date that
oceurs 12 yvears after the end of the
yvear in which the amount being refi-
nanced or prepaid was advanced, the
present wvalue of the difference be-
tween:

(A) Bach payment scheduled for the
interval on the loan amount being refi-
nanced or prepaid; and
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(B) The payment amounts that would
he required during the interval on the
amounts being refinanced or prepaid if
the inferest rate on the loan were
equal to the then current cost of funds
t0 the Department of the Freasury for
obligations of comparable maturity to
the loan being refinanced or prepaid,

(b)(1) HExcept as provided in para-
graph (b)}2) of this section, the pre-
mium provided by paragraph (a)1) of
thig section shall be required for refi-
nancing or prepayment under this sec-
tion.

(%) In the cage of a loan advanced
under an agreement that permits the
refinancing or prepayment of the loan
advance based on the payment of 1 year
of interest on the outstanding principal
halance of the loan advance, a borrower
may, in lisu of the premium required
by paragraph {a)(1) of this section, pay
a premium as provided by:

(1) Paragraph (a)(2) of this section, if
the loan advance has reached the 12-
vear maturity required under the loan
agreement for the refinancing or pre-
payment; or

(ii) Paragraph (a)3) of this section, if
the loan advance has not reached the
12-year maturity reguired under the
loan agreement for the refinancing or
prepayment,

§1786.208 Increased principal.

A horrower can meet the premium re-
quirements by inecreasing the out-
gtanding principal balance of the loan
advance that is being refinanced. If it
does so the borrower shall make a pay-
men$ at the time of the rvefinancing
ogual to 2.5 percent of the amount of
the premium that is added to the oub-
standing principal balance of the loan.

§1786.209 Ouistanding
ments.

(a) Except as expressly provided in
this subpart, the horrower shall comply
with all provisions of its RUS Ioan con-
tract, its outstanding notes issued to
RUS, and the RUS mortgage.

(b) Nothing in this subpart shall af-
fect any rights of supplemental lenders
under the RUS morigage or the rights
of any other creditors of the borrower.

{¢) Nothing in this subpart shall pro-
hibit a borrower from making prepay-
ments on any loans pursuant to the RE

loan docu-

7 CFR Ch, XVII (1-1-12 Edition)

Act in accordance with the terms
thereof or as may be otherwise per-
mitted by law,

§1786.210 Approvals.

The borrower shall be responsible for
obtaining all approvals necessary bto
consummate The transaction as re-
quired by the refinancing note, includ-
ing such approvals as may be required
by regulatory bedies and other lenders.

PART 1788~—RUS FIDELITY AND IN-
SURANCE REQUIREMENTS FOR
ELECTRIC AND TELECOMMUNI-
CATIONS BORROWERS

Subpart A—Botrower Insurance
Requirements

Sec.
1'788.1
1788.2

Genaral and definitions.

Gleneral insurance requiremsnts.

1788.8 Flood insuranoce.

1788.4 Disclosure of irregularities and ille-
gal acts.

1788.6 RUS endorgement required,

1788.6 RUS right to place insurance,

1788.7-1788.10 [Reserved}

Subpart B—Insurance for Confractors, Engi-
neers, and Architects, Electric Bor-
rowers

1788.11 Minimum insurance requiremsnis
for contractors, engineers, and archi-
tects.

1788.12 Contractors’ bonds,

Subpart C—Insurance for Contractors, En-
gineers, and Architects, Telecommuni-
calions Borrowers

1788.46
1788.47
1788.48

General.

Policy requirements.

Contract insurance requirements,
1788.49 Contractors’ bond requirements,
F788.60 Acseptable sursties,
1788.51-1788.63 [Reserved]

©788. Compliance with contracts.
1788.55 Providing RUS evidencs,

AUTHORITY: 7 U.8.C. 901 ot seq.; 7 U.B.C.
1921 et seq.; 7 U.8.C, 6941 et seq.

SOURGCE: 64 FR. 2, Jan. 4, 1999, unless other-
wise noted.

Subpart A—Borrower [nsurance
Requirements
§1788.1 General and definitions.

{a) The standard forms of documents
covering loans made or guaranteed by
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