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amount authorized for lending and the 
loan application inventory on hand for 
each type of loan, RUS may either re-
duce the amount on an equal propor-
tion basis for all applicants for that 
type of loan based on the amount of 
funds for which the applicant is eligi-
ble, or may shorten the loan period for 
which funding will be approved to less 
than the maximum of 4 years. All ap-
plications for the same type of loan ap-
proved during a fiscal year will be 
treated in the same manner, except 
that RUS will not limit funding to any 
borrower requesting an RUS loan or 
loan guarantee of $1 million or less. 

(2) If RUS limits the amount of loan 
funds approved for borrowers, the Ad-
ministrator shall notify all electric 
borrowers early in the fiscal year of 
the manner in which funding will be 
limited. The portion of the loan appli-
cation that is not funded during that 
fiscal year may, at the borrower’s op-
tion, be treated as a second loan appli-
cation received by RUS at a later date. 
This date will be determined by RUS in 
the same manner for all affected loans 
and will be based on the availability of 
loan funds. The second loan application 
shall be considered complete except 
that the borrower must submit a cer-
tification from a duly authorized cor-
porate official stating that funds are 
still needed for loan purposes specified 
in the original application and must 
notify RUS of any changes in its cir-
cumstances that materially affects the 
information contained in the original 
loan application or the primary sup-
port documents. See 7 CFR 1710.401(f). 

(f)(1) For borrowers having one or 
more loans approved on or after Octo-
ber 1, 1991, advances of funds will be 
made only for the primary budget pur-
poses included in the loan as shown on 
RUS Form 740c as amended and ap-
proved by RUS, or on a construction 
work plan or a construction work plan 
amendment approved by RUS. Each ad-
vance will be charged to the oldest out-
standing note(s) having unadvanced 
funds for the primary budget purpose 
for which the request for advances was 
made, regardless of whether such notes 
are associated with loans approved be-
fore or after October 1, 1991, unless any 
conditions on advances under any of 

these notes have not been met by the 
borrower. 

(2) For borrowers whose most recent 
loan was approved before October 1, 
1991, advances will be made on the old-
est outstanding note having 
unadvanced funds, unless any condi-
tions on advances under such note have 
not been met by the borrower. 

[57 FR 1053, Jan. 9, 1992, as amended at 58 FR 
66265, Dec. 20, 1993; 60 FR 3730, Jan. 19, 1995; 
62 FR 7922, Feb. 21, 1997; 64 FR 33178, June 22, 
1999]

§ 1710.107 Amount lent for acquisi-
tions. 

The maximum amount that will be 
lent for an acquisition is limited to the 
value of the property, as determined by 
RUS. If the acquisition price exceeds 
this amount, the borrower shall pro-
vide the remainder without RUS finan-
cial assistance.

§ 1710.108 Mergers and consolidations. 
(a) RUS encourages its borrowers to 

consider merging or consolidating with 
another electric borrower when such 
action will contribute to greater oper-
ating efficiency and financial sound-
ness. 

(b) After a merger or consolidation, 
RUS will give priority consideration 
per § 1710.119 to the processing of loans 
for the surviving system to finance the 
integration and rehabilitation of elec-
tric facilities, if necessary, and the im-
provement or extension of electric 
service in rural areas. Such priority 
consideration will also be given in the 
case of a borrower that has merged or 
consolidated with an electric system 
that has not previously received RUS 
financial assistance, if such system was 
serving primarily rural residents at the 
time of the merger or consolidation 
and such rural residents will continue 
to be served by the merged or consoli-
dated system. RUS does not make 
loans for costs incurred in effectuating 
mergers or consolidations, such as 
legal expenses or feasibility study 
costs.

§ 1710.109 Reimbursement of general 
funds and interim financing. 

(a) Borrowers may request that a 
loan include funds to reimburse general 
funds and/or replace interim financing 

VerDate Dec<13>2002 19:58 Jan 19, 2003 Jkt 200020 PO 00000 Frm 00103 Fmt 8010 Sfmt 8010 Y:\SGML\200020T.XXX 200020T



104

7 CFR Ch. XVII (1–1–03 Edition)§ 1710.110 

used to finance equipment and facili-
ties that were included in an RUS-ap-
proved construction work plan, work 
plan amendment or other RUS-ap-
proved plan, and for which loan funds 
have not been provided by RUS. Such 
reimbursement and/or replacement of 
interim financing may include the di-
rect costs of procurement and con-
struction, as well as the related cost of 
engineering, architectural, environ-
mental and other studies and plans 
needed to support the project, when 
such cost is capitalized as part of the 
cost of the facilities. 

(b) If procurement and/or construc-
tion of the equipment and facilities 
was completed prior to the current 
loan period, reimbursement, including 
replacement of interim financing, will 
be limited, except in cases of extreme 
financial hardship as determined by 
the Administrator, to the cost of pro-
curement and construction completed 
during the period immediately pre-
ceding the current loan period, as spec-
ified in paragraph (c) of this section. As 
defined in § 1710.2, the loan period be-
gins on the date shown on page 1 of 
RUS Form 740c, Cost Estimates and 
Loan Budget for Electric Borrowers. 

(c)(1) The period immediately pre-
ceding the current loan period for 
which reimbursement and replacement 
of interim financing is authorized 
under paragraph (b) of this section is as 
follows: 

(i) The number of months agreed to 
by RUS and the borrower for complete 
loan applications received by RUS be-
fore February 10, 1992; 

(ii) 36 months for complete loan ap-
plications received from February 10, 
1992 through February 10, 1993; or 

(iii) 24 months for complete loan ap-
plications received after February 10, 
1993. 

(2) Policies for reimbursement of gen-
eral funds and interim financing fol-
lowing certain mergers, consolidations, 
and transfers of systems substantially 
in their entirety are set forth in 7 CFR 
1717.154. 

(d) If the reimbursement of general 
funds and/or replacement of interim fi-
nancing is for approved expenditures 
for equipment and facilities whose pro-
curement and/or construction is com-
pleted during the current loan period, 

the time limits of paragraph (c) of this 
section do not apply. 

[57 FR 1053, Jan. 9, 1992, as amended at 58 FR 
66265, Dec. 20, 1993; 61 FR 66870, Dec. 19, 1996]

§ 1710.110 Supplemental financing. 

(a) Except in the case of financial 
hardship as determined by the Admin-
istrator, and following certain mergers, 
consolidations, and transfers of sys-
tems substantially in their entirety as 
set forth in 7 CFR 1717.154, applicants 
for a municipal rate loan will be re-
quired to obtain a portion of their loan 
funds from a supplemental source with-
out an RUS guarantee, in the amounts 
set forth in paragraph (c) of this sec-
tion. RUS will normally grant a lien 
accommodation to the supplemental 
lender. RUS does not require supple-
mental financing in conjunction with 
an RUS guaranteed loan. However, if a 
borrower elects to obtain supplemental 
financing in conjunction with a guar-
anteed loan, the granting of RUS’s loan 
guarantee may be conditioned on the 
borrower’s obtaining supplemental fi-
nancing. 

(b) The terms and conditions of sup-
plemental financing and any security 
offered to the supplemental lender are 
subject to RUS approval. Generally, 
supplemental loans must have the 
same final maturity and be amortized 
in the same manner as RUS loans made 
concurrently. Borrowers may elect to 
repay the loans either in substantially 
equal periodic installments covering 
interest and principal, or in periodic 
installments that include interest and 
level amortization of principal. 

(c) Supplemental financing required for 
municipal rate loans—(1) Distribution 
borrowers. (i) Distribution borrowers 
that had, as of December 31, 1980, an 
average consumer density of 2 or fewer 
consumers per mile or an average ad-
justed plant revenue ratio (APRR), as 
defined in § 1710.2, of over 9.0 shall ob-
tain supplemental financing equal to 10 
percent of their loan request. 

(ii) All other distribution borrowers 
must obtain supplemental financing 
according to their plant revenue ratio 
(PRR), as defined in § 1710.2, based on 
the most recent year-end data avail-
able on the date of loan approval, as 
follows:
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