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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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PRR Supplemental loan 
percentage 

9.00 and above ........................................ 10 
8.01–8.99 ................................................. 20 
8.00 and below ........................................ 30

(iii) If a distribution borrower enters 
into a merger, consolidation, or trans-
fer of system substantially in its en-
tirety, and the provisions of 7 CFR 
1717.154(b) do not apply, required sup-
plemental financing will be determined 
as follows for loans approved by RUS 
after December 19, 1996. If one of the 
merging parties met the criteria in 
paragraph (c)(1)(i) of this section prior 
to the effective date of the merger con-
solidation or transfer, the borrower 
will be required to obtain supplemental 
financing equal to 10 percent of any 
loan funds requested for facilities to 
serve consumers located in the terri-
tory formerly served by the ‘‘paragraph 
(c)(1)(i)’’ borrower. The required 
amount of supplemental financing for 
the rest of the loan will be determined 
according to the provisions of para-
graph (c)(1)(ii) of this section. 

(2) Power supply borrowers. The sup-
plemental loan proportion required of a 
power supply borrower is based on the 
simple arithmetic mean of the supple-
mental loan proportions required of the 
borrower’s distribution members. 

(3) Subsequent loans. (i) If more than 5 
percent of an insured loan made prior 
to November 1, 1993, or of a municipal 
rate loan is terminated or rescinded, 
the amount of supplemental financing 
required in the borrower’s next loan 
after the rescission for which supple-
mental financing is required, pursuant 
to paragraph (a) of this section, will be 
adjusted to average the actual supple-
mental financing portion on the termi-
nated or rescinded loan with the sup-
plemental financing portion that would 
have been required on the new loan ac-
cording to paragraphs (c)(1) and (2) of 
this section, in accordance with the 
formulas set forth in paragraphs 
(c)(3)(ii) and (iii) of this section. 

(ii) If a borrower’s supplemental fi-
nancing requirement as set forth in 
paragraphs (a), (c)(1), and (c)(2) of this 
section has not changed between the 
most recent loan and the loan being 
considered, then the amount of supple-
mental financing required for the new 
loan will be computed as follows:

Supplemental financing amount, new 
loan = [(A + B) × C] ¥ D

where:
A = The total funds ($) actually advanced 

from the first loan, including both RUS 
loan funds and funds from the supple-
mental loan, plus any unadvanced funds 
still available to the borrower after the re-
scission. 

B = The total amount ($) for facilities of the 
new loan request, including both RUS loan 
funds and funds from supplemental loans. 

C = The proportion (%) of supplemental fi-
nancing required on the loans according to 
paragraphs (a), (c)(1) and (c)(2) of this sec-
tion. 

D = The amount ($) of supplemental funds 
actually advanced on the first loan, plus 
any unadvanced supplemental funds still 
available to the borrower after the rescis-
sion.

(iii) If a borrower’s supplemental fi-
nancing requirement as set forth in 
paragraphs (a), (c)(1), and (c)(2) of this 
section has changed between the most 
recent loan and the loan being consid-
ered, then the amount of supplemental 
financing required for the new loan will 
be the weighted average of the portions 
otherwise applicable on the two loans 
and will be computed as follows:

Supplemental financing amount, new 
loan = (A×C1)+(B×C2)¥D

where:
A = The total funds ($) actually advanced 

from the first loan, including both RUS 
loan funds and funds from the supple-
mental loan, plus any unadvanced funds 
still available to the borrower after the re-
scission. 

B = The total amount ($) for facilities of the 
new loan request, including both RUS 
funds and funds from supplemental loans. 

C1 = The proportion (%) of supplemental fi-
nancing required on the old loan according 
to paragraphs (a), (c)(1) and (c)(2) of this 
section. 

C2 = The proportion (%) of supplemental fi-
nancing required on the new loan accord-
ing to paragraphs (a), (c)(1) and (c)(2) of 
this section. 

D = The amount ($) of supplemental funds 
actually advanced on the first loan, plus 
any unadvanced supplemental funds still 
available to the borrower after the rescis-
sion.

(d) Supplemental financing will not 
be required in connection with hard-
ship rate loans. Borrowers that qualify 
for hardship rate loans but elect to 
take municipal rate loans instead, will 
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be required to obtain supplemental fi-
nancing pursuant to this section, un-
less at the time of loan approval, there 
are no funds remaining available for 
hardship loans, in which case supple-
mental financing will not be required. 

[57 FR 1053, Jan. 9, 1992, as amended at 58 FR 
66265, Dec. 20, 1993; 60 FR 3730, Jan. 19, 1995; 
61 FR 66870, Dec. 19, 1996]

§ 1710.111 Refinancing. 
(a) RUS makes loans or loan guaran-

tees to refinance the outstanding in-
debtedness of borrowers in the fol-
lowing cases: 

(1) Loans or loan guarantees to refi-
nance long-term debt owed by bor-
rowers to the Tennessee Valley Au-
thority fpr credit extended under the 
terms of the Tennessee Valley Author-
ity Act of 1933, as amended. 

(2) Loan guarantees made in accord-
ance with the provisions of section 
306A of the RE Act to prepay a loan (or 
any loan advance thereunder) made by 
the Federal Financing Bank. 

(b) In certain circumstances, RUS 
may make a loan to replace interim fi-
nancing obtained for the construction 
of facilities (See § 1710.109).

§ 1710.112 Loan feasibility. 
(a) RUS will make a loan only if 

there is reasonable assurance that the 
loan, together with all outstanding 
loans and other obligations of the bor-
rower, will be repaid in full as sched-
uled, in accordance with the mortgage, 
notes, and loan contracts. The bor-
rower must provide evidence satisfac-
tory to the Administrator that the 
loan will be repaid in full as scheduled, 
and that all other obligations of the 
borrower will be met. 

(b) Based on evidence submitted by 
the borrower and other information, 
RUS will use the following criteria to 
evaluate loan feasibility: 

(1) Projections of power require-
ments, rates, revenues, expenses, mar-
gins, and other factors for the present 
system and proposed additions are 
based on reasonable assumptions and 
adequate supporting data and analysis, 
including analysis of a range of as-
sumptions for the significant variables, 
when required by § 1710.300(d)(5). 

(2) Projected revenues from the rates 
proposed by the borrower are adequate 

to meet the required TIER and DSC ra-
tios based on the borrower’s total 
costs, including the projected max-
imum debt service cost of the new loan. 

(3) The economics of the borrower’s 
operations and service area are such 
that consumers can reasonably be ex-
pected to pay the proposed rates re-
quired to cover all expenses and meet 
RUS TIER and DSC requirements, and 
the borrower can reasonably compete 
with other utilities and other energy 
sources to prevent substantial load loss 
while providing satisfactory service to 
its consumers. 

(4) Risks of possible loss of substan-
tial loads from large consumers or 
from load concentrations in particular 
industries will not substantially impair 
loan feasibility. 

(5) Risks of loss of portions of the 
borrower’s service territory from an-
nexation or other causes will not sub-
stantially impair loan feasibility. If 
there appears to be a substantial risk, 
RUS may require additional informa-
tion from the borrower, such as a sum-
mary and analysis of the risk by the 
borrower; state, county or local plan-
ning reports having information on 
projected growth or expansion plans of 
local communities; annexation plans of 
the municipalities in question; and any 
other relevant information. 

(6) In states where rates or invest-
ment decisions are subject to approval 
by state regulatory authorities, there 
is reasonable expectation that such ap-
provals will be forthcoming to enable 
repayment of the loan in full according 
to its terms. 

(7) The experience and performance 
of the system’s management is accept-
able. 

(8) In the case of joint ventures, the 
borrower has sufficient management 
control or other contractual safeguards 
with respect to the construction and 
operation of the jointly owned facility 
to ensure that the borrower’s interests 
are protected and the credit risk is 
minimized. 

(9) The borrower has implemented 
adequate financial and management 
controls and there are and have been 
no significant financial or other irreg-
ularities. 

(10) The borrower’s projected capital-
ization, measured by its equity as a 
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