
349

Rural Utilities Service, USDA § 1744.55

§§ 1744.41–1744.49 [Reserved]

§ 1744.50 Non-Act purposes. 
(a) The Administrator will consider 

requests for the accommodation of the 
Government’s lien on the borrower’s 
system or the subordination of the 
Government’s lien on after-acquired 
property which will enable the bor-
rowers to obtain financing from private 
lenders for the purpose of providing 
new telecommunication services which 
may not be eligible for financing under 
the Act if the Administrator is satis-
fied that: 

(1) The borrower will have the ability 
to repay its existing and proposed in-
debtedness; 

(2) The security for outstanding Gov-
ernment loans and guarantees is rea-
sonably adequate and will not be ad-
versely affected by the accommodation 
or subordination; and 

(3) Approval of the request is in the 
interests of the Government with re-
spect to the financial soundness of the 
borrower and other matters, such as as-
suring that the borrower’s system is 
constructed cost-effectively using 
sound engineering practices. 

(b) In determining that the security 
for outstanding Government loans and 
guarantees is reasonably adequate and 
will not be adversely affected by the 
accommodation or subordination the 
Administrator will consider, among 
other matters, when applicable, the fol-
lowing: 

(1) Market forecasts for the project; 
(2) Projected revenues, expenses and 

net income of the borrower’s existing 
system and the project; 

(3) Maximum debt service on indebt-
edness of both the borrower’s system 
and the project; 

(4) Projected rate of return on the 
borrower’s investment in the project; 

(5) Fair market value of property ac-
quired by the borrower as part of the 
project; 

(6) Impact of the project on the ratio 
of the borrower’s secured debt to as-
sets; 

(7) Projected growth in borrower’s 
system and project equity; and 

(8) Amount of funds available for 
plant additions, replacements and 
other similar costs of the system and 
the project. 

(c) In determining whether the ac-
commodation or subordination is in 
the interests of the Government, the 
Administrator may consider, among 
other matters, whether the project will 
improve the borrower’s financial 
strength and the assurance of repay-
ment of Government debt. 

[51 FR 32430, Sept. 12, 1986. Redesignated at 
55 FR 39396, Sept. 27, 1990, and amended at 59 
FR 43716, Aug. 25, 1994. Further redesignated 
at 66 FR 41760, Aug. 9, 2001 and amended at 66 
FR 41763, Aug. 9, 2001]

§§ 1744.51–1744.54 [Reserved]

§ 1744.55 Application procedures. 
(a) Requests for information regard-

ing applications for lien accommoda-
tions or subordination under this part 
should be addressed to the Assistant 
Administrator, Telecommunications 
Program, Rural Utilities Service, 
Washington, DC 20250–1590. 

(b) An application for a lien accom-
modation or subordination shall in-
clude the following supporting infor-
mation: 

(1) A board Resolution from the ap-
plicant requesting the lien accommo-
dation or subordination and stating the 
general purpose for which the funds 
from the private lender will be used, 
the proposed amount of the loan, and 
the proposed terms and conditions of 
the loan; 

(2) An opinion from counsel rep-
resenting the applicant that the appli-
cant has the authority under its arti-
cles of incorporation, bylaws, and 
under applicable state law to under-
take the project; 

(3) Engineering and pertinent studies 
related to the projects or purposes to 
be financed, when applicable; 

(4) Feasibility studies with pro forma 
financial statements showing the abil-
ity to repay the loan and provide an 
appropriate margin or net income; 

(5) Any other information or docu-
mentation deemed pertinent by the 
borrower or the Administrator in sup-
port of the application. 

(c) When the Administrator makes a 
determination that an application for 
an accommodation or subordination 
will not be approved the Administrator 
shall set forth the reasons therefor in 
writing and furnish such determination 
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