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policies and requirements in the FED-
ERAL REGISTER.This exception does not 
apply to loan applications received 
after said date, nor to incomplete ap-
plications pending as of said date. This 
exception applies only to the following 
provisions: 

(1) Paragraph 1710.115(b)—with re-
spect to limiting loan maturities to the 
expected useful life of the facilities fi-
nanced; 

(2) Section 1710.116—with respect to 
the requirement to develop and follow 
an equity development plan; 

(3) Paragraph 1710.151(f)—with re-
spect to the borrower providing satis-
factory evidence that a state regu-
latory authority will allow the facili-
ties to be included in the rate base or 
otherwise allow sufficient revenues to 
repay the loan; 

(4) Paragraphs 1710.250(b), 1710.251(a), 
and 1710.252(a)—with respect to the re-
quirement that improvements, replace-
ments, and retirements of generation 
plant be included in a Construction 
Work Plan; and 

(5) Paragraph 1710.300(d)(5)—with re-
spect to the requirement that a bor-
rower’s financial forecast include a 
sensitivity analysis of a reasonable 
range of assumptions for each of the 
major variables in the forecast. 

(b) Certain provisions of this part 
apply only to loans made on or after 
February 10, 1992. These provisions are 
identified in the individual sections of 
this part. 

[57 FR 1053, Jan. 9, 1992; 57 FR 4513, Feb. 5, 
1992, as amended at 58 FR 66263, Dec. 20, 1993]

§§ 1710.7–1710.49 [Reserved]

Subpart B—Types of Loans and 
Loan Guarantees

§ 1710.50 Insured loans. 
RUS makes insured loans under sec-

tion 305 of the RE Act. 
(a) Municipal rate loans. The standard 

interest rate on an insured loan made 
on or after November 1, 1993, is the mu-
nicipal rate, which is the rate deter-
mined by the Administrator to be 
equal to the current market yield on 
outstanding municipal obligations with 
remaining periods to maturity, up to 35 
years, similar to the interest rate term 
selected by the borrower. In certain 

cases, an interest rate cap of 7 percent 
may apply. The interest rate term and 
rollover maturity date for a municipal 
rate loan will be determined pursuant 
to 7 CFR part 1714, and the borrower 
may elect to include in the loan docu-
ments a prepayment option (call provi-
sion). 

(b) Hardship rate loans. RUS makes 
hardship rate loans at the 5 percent 
hardship rate to qualified borrowers 
meeting the criteria set forth in 7 CFR 
1714.8 

[58 FR 66263, Dec. 20, 1993]

§ 1710.51 Direct loans. 

RUS makes direct loans under sec-
tion 4 of the RE Act. 

(a) General. Except as otherwise 
modified by this section, RUS will 
make loans under the direct Treasury 
rate loan program in the same manner 
that it makes loans under the munic-
ipal rate program. The general and pre-
loan policies and procedures for munic-
ipal rate electric loans made by RUS 
may be found in this part and 7 CFR 
part 1714. Treasury rate electric loans 
are also governed by such municipal 
rate policies and procedures, except as 
follows: 

(1) Interest rates. The standard inter-
est rate on direct Treasury rate loans 
will be established daily by the United 
States Treasury. The borrower will se-
lect interest rate terms for each ad-
vance of funds. The minimum interest 
rate term shall be one year. Interest 
rate terms will be limited to terms 
published by the Treasury (i.e. 1, 2, 3, 5, 
7, 10, 20, and 30). Interest rate terms to 
final maturity date, if other than pub-
lished by Treasury, will be determined 
by RUS. Interest rates for terms great-
er than 30 years will be at the 30-year 
rate. There will be no interest rate cap 
on Treasury rate loans. 

(2) Prepayment. A Treasury rate di-
rect electric loan may be repaid at par 
on its rollover maturity date if there is 
one. Such a loan, or portion thereof, 
may also be prepaid after it has been 
advanced for not less than two years, 
at any time prior to its rollover or 
final maturity date at its ‘‘net present 
value’’ (NPV) as determined by RUS. 

(3) Supplemental financing. Supple-
mental financing will not be required 
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in connection with Treasury rate di-
rect electric loans. 

(4) Transitional assistance. A Treasury 
rate direct loan is not available to pro-
vide transitional assistance to bor-
rowers. 

(b) Loan documents. Successful appli-
cants will be required to execute and 
deliver to RUS a promissory note evi-
dencing the borrower’s obligation to 
repay the loan. The note must be in 
form and substance satisfactory to 
RUS. RUS will require a form of note 
substantially in the form that it cur-
rently accepts for direct municipal 
rate electric loans, with such revisions 
as may be necessary or appropriate to 
reflect the different interest setting 
provisions and the terms of paragraphs 
(a) (1) and (2) of this section. All notes 
will be secured in accordance with the 
terms of 7 CFR part 1718. 

[66 FR 66294, Dec. 26, 2001]

§ 1710.52 Loan guarantees. 
RUS provides financing through 100 

percent loan guarantees made under 
sections 306 and 306A of the RE Act. 
RUS also provides 90 percent loan guar-
antees under section 311 of the RE Act 
to enable borrowers to secure financing 
from certain private lenders. The loan 
guarantees are made for a term of up 
to 35 years, and the interest rate is es-
tablished at a rate agreed to by the 
borrower and the lender, with RUS 
concurrence. The guarantee applies to 
the repayment of both principal and in-
terest. 

[58 FR 66264, Dec. 20, 1993]

§§ 1710.53–1710.99 [Reserved]

Subpart C—Loan Purposes and 
Basic Policies

§ 1710.100 General. 
RUS makes loans and loan guaran-

tees to finance the construction of 
electric distribution, transmission and 
generation facilities, including system 
improvements and replacements re-
quired to furnish and improve electric 
service in rural areas, and for demand 
side management, energy conservation 
programs, and on grid and off grid re-
newable energy systems. In some cir-
cumstances, RUS may finance selected 

operating expenses of its borrowers. 
Loans made or guaranteed by the Ad-
ministrator of RUS will be made in 
conformance with the Rural Elec-
trification Act of 1936, as amended (7 
U.S.C. 901 et seq.), and 7 CFR chapter 
XVII. RUS provides certain technical 
assistance to borrowers when necessary 
to aid the development of rural electric 
service and to protect loan security. 

[58 FR 66264, Dec. 20, 1993]

§ 1710.101 Types of eligible borrowers. 
(a) RUS makes loans to corporations, 

states, territories, and subdivisions and 
agencies thereof; municipalities; peo-
ple’s utility districts; and cooperative, 
nonprofit, limited-dividend, or mutual 
associations that provide or propose to 
provide: 

(1) The retail electric service needs of 
rural areas, or 

(2) The power supply needs of dis-
tribution borrowers under the terms of 
power supply arrangements satisfac-
tory to RUS. 

(b) In making loans, RUS gives pref-
erence to states, territories, and sub-
divisions and agencies thereof; munici-
palities; people’s utility districts; and 
cooperative, nonprofit, or limited-divi-
dend associations. RUS does not make 
loans to individual consumers. 

(c) For the purpose of determining 
eligibility of a distribution borrower 
not in default on the repayment of a 
loan made or guaranteed under the RE 
Act for a loan, loan guarantee, or lien 
accommodation, a default by a bor-
rower from which a distribution bor-
rower purchases wholesale power shall 
not: 

(1) Be considered a default by the dis-
tribution borrower; 

(2) Reduce the eligibility of the dis-
tribution borrower for assistance under 
the RE Act; or 

(3) Be the cause, directly or indi-
rectly, of imposing any requirement or 
restriction on the borrower as a condi-
tion of the assistance, except such re-
quirements or restrictions as are nec-
essary to implement a debt restruc-
turing agreed on by the power supply 
borrower and RUS. 

(d) For the purpose of determining 
the eligibility of a distribution bor-
rower, RUS will consider whether the 
distribution borrower is current on its 

VerDate Dec<13>2002 19:58 Jan 19, 2003 Jkt 200020 PO 00000 Frm 00099 Fmt 8010 Sfmt 8010 Y:\SGML\200020T.XXX 200020T


