Rural Utilities Service, USDA

(1) The provider of a specialized tele-
communications service is providing
area coverage as described in §1735.11.

(2) An adequate signal strength is
provided throughout the largest prac-
tical portion of the service area.

(3) There is an absence of frequent
service interruptions.

(4) The quality and variety of service
provided is comparable to that pro-
vided in nonrural areas.

(6) The service provided complies
with industry standards.

(6) No Federal, State, or local regu-
latory commission having jurisdiction
has determined that the quality, avail-
ability, or reliability of the service
provided is inadequate.

(7T) Services are provided at reason-
ably affordable rates.

(8) Any other criteria the Adminis-
trator determines to be applicable to
the particular case.

[64 FR 13351, Apr. 3, 1989. Redesignated at 55
FR 39395, Sept. 27, 1990, as amended at 656 FR
42619, July 11, 2000; 656 FR 54403, Sept. 8, 2000]

§1735.13 Location of facilities and
service for nonrural subscribers.

(a) When it is determined by the Ad-
ministrator to be necessary in order to
furnish or improve telephone service in
rural areas, loans may be made for the
improvement, expansion, construction,
acquisition, and operation of telephone
lines, facilities, or systems without re-
gard to their geographical location.

(b) To the greatest extent practical,
loans are limited to providing tele-
phone facilities that serve subscribers
in rural areas. In order to furnish and
improve service to rural subscribers it
may at times be necessary to provide
loan funds to finance telephone facili-
ties which (1) will also serve nonrural
subscribers, or (2) are located in
nonrural areas. Loans may be approved
to finance such facilities if the Admin-
istrator determines, on a case-by-case
basis, that (i) the primary purpose of
the loan is to provide service to rural
areas and (ii) the financing of facilities
for nonrural subscribers is necessary
and incidental to furnishing or improv-
ing telephone service in rural areas.

(c) Loan funds may be approved for
facilities to serve nonrural subscribers
only if (1) the principal purpose of the
loan is to furnish and improve rural

§1735.14

service and (2) the use of loan funds to
serve nonrural subscribers is necessary
and incidental to the principal purpose
of the loan. The following are examples
of purposes for which such loans may
be made (such loans are not limited to
these examples):

(1) In the case of construction of a
new system, if the loan would not be
economically feasible and self-liqui-
dating unless the nonrural as well as
the rural portions of the telephone
service area are included in the pro-
posed system, the loan may include
funds for both portions.

(2) Where the acquisition of an exist-
ing system located in and serving a
nonrural area is necessary to serve as
the nucleus of an expanded system to
furnish area coverage service in rural
areas, the loan may include funds to fi-
nance the acquisition.

(3) When a system is being converted
to modern service for rural subscribers,
the loan may include funds for the con-
version of the nonrural facilities, if the
rural service will be improved as a re-
sult of such nonrural improvements
and it is impractical to finance and
serve the nonrural and rural areas sep-
arately.

(4) A loan may include funds to serve
nonrural subscribers located in com-
munity centers frequently called by
the rural subscribers if the construc-
tion to serve such nonrural subscribers
will be incidental to, and contribute
substantially to, the provision of ade-
quate service for the rural subscribers.

(d) RUS may also approve financing
for facilities to serve nonrural areas if,
at the time financing was first ap-
proved by RUS:

(1) The nonrural area had a popu-
lation of 1,500 or less when first fi-
nanced by RUS and that financing was
approved prior to November 1, 1993; or

(2) The nonrural area had a popu-
lation of 5,000 or less when first fi-
nanced by RUS and that financing was
approved on or after November 1, 1993.

[64 FR 13351, Apr. 3, 1989. Redesignated at 55
FR 39395, Sept. 27, 1990, as amended at 58 FR
66253, Dec. 20, 1993]

§1735.14 Borrower eligibility.
(a) RUS makes loans to:
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§1735.156

(1) Entities providing, or who may
hereafter provide, telephone service in
rural areas;

(2) Public bodies providing telephone
service in rural areas as of October 28,
1949; and

(3) Cooperative, nonprofit,
dividend or mutual associations.

(b) RUS does not make loans to indi-
viduals.

(c) RUS gives preference to those bor-
rowers (including initial loan appli-
cants) already providing telephone
service in rural areas, and to coopera-
tive, nonprofit, limited dividend, or
mutual associations. To be eligible for
a loan, a borrower:

(1) Must have sufficient authority to
carryout the purposes of the RE Act;
and

(2) Must be incorporated or a limited
liability company.

[68 FR 66253, Dec. 20, 1993, as amended at 64
FR 50429, Sept. 17, 1999; 656 FR 42619, July 11,
2000]

§17385.15 Civil rights.

Borrowers are required to comply
with certain regulations on non-
discrimination and equal employment
opportunity. See RUS Bulletin 320-19
and RUS Bulletin 320-15, respectively.

limited

§1735.16 Minimum loan amount.

Recognizing plant costs, the bor-
rower’s cost of system design, and
RUS’s administrative costs, RUS will
not consider applications for loans of
less than $50,000.

§1735.17

(a) RUS makes hardship and guaran-
teed loans to finance the improvement,
expansion, construction, acquisition,
and operation of systems or facilities
(including station apparatus owned by
the borrower, headquarters facilities,
and vehicles not used primarily in con-
struction) to furnish and improve tele-
phone service in rural areas, except as
noted under paragraph (c) of this sec-
tion.

(b) RUS makes concurrent RUS cost-
of-money and RTB loans to finance the
improvement, expansion, construction,
and acquisition of systems or facilities
(excluding station apparatus owned by
the borrower, headquarters facilities,
and vehicles not used primarily in con-

Facilities financed.

7 CFR Ch. XVII (1-1-03 Edition)

struction) to furnish and improve tele-
phone service in rural areas, except as
noted under paragraph (c) of this sec-
tion.

(c) RUS will not make any type of
loan to finance the following items:

(1) Station apparatus (including PBX
and key systems) not owned by the
borrower and any associated inside wir-
1ng;

(2) Certain duplicative facilities, see
§1735.12;

(3) Facilities to provide service other
than 1-party; and

(4) System designs or facilities to
provide service that cannot withstand
or are not designed to minimize dam-
age caused by storms and other natural
catastrophes, including, but not lim-
ited to hurricanes, floods, tornadoes,
mudslides, lightning, windstorms, hail,
fire, and smoke, unless an alternate de-
sign or facility for modern tele-
communications is more economically
or technically feasible. Economic and
technical feasibility will be determined
using total long range economic costs
and risk analysis.

(d) Generally, RUS will not make a
loan to another entity to provide the
same telecommunications service in an
area served by an incumbent RUS tele-
communications borrower providing
such service. RUS may, however, con-
sider an application for a loan to pro-
vide the same type of service being pro-
vided by an incumbent RUS borrower if
the Administrator determines that the
incumbent borrower is unable to meet
its obligations to the government, in-
cluding the obligation to provide serv-
ice set forth in its loan documents and
to repay its loans.

(e) If an unadvanced loan, or portion
thereof, is rescinded, a new loan shall
not be made for the same purposes as
in the rescinded loan, except as pro-
vided in §1735.47.

[64 FR 13351, Apr. 3, 1989. Redesignated at 55
FR 39395, Sept. 27, 1990, and amended at 58
FR 66253, Dec. 20, 1993; 62 FR 46870, Sept. 5,
1997; 65 FR 42619, July 11, 2000]

§1735.18 Additional equity.

If determined by the Administrator
to be necessary for loan security, a bor-
rower applying for an initial loan shall
increase its net worth as a percentage
of assets to the highest level recorded,
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