§1786.52

the United States Department of Agri-
culture and predecessor agency to RUS
with respect to administering certain
electric and telephone loan programs.

RUS means the Rural Utilities Serv-
ice, an agency of the Unites States De-
partment of Agriculture, established
pursuant to Section 232 of the Federal
Crop Insurance Reform and Depart-
ment of Agriculture Reorganization
Act of 1994 (Pub. L. 103-354, 108 Stat.
3178), successor to REA with respect to
administering certain electric and tele-
phone programs. See 7T CFR 1700.1.

RUS Loan Agreement means the agree-
ment between the borrower and RUS
providing for loans pursuant to the
Act.

RUS Notes means those notes, bonds
or other obligations evidencing indebt-
edness created by loans made pursuant

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

to Titles I, IT or III of the Act (7 U.S.C.
901-940).

[61 FR 46999, Dec. 29, 1986. Redesignated at 55
FR 49250, Nov. 27, 1990, as amended at 59 FR
66441, Dec. 27, 1994]

§1786.52 Prepayment.

Through September 30, 1987, the Ad-
ministrator may, pursuant to this sub-
part, permit eligible electric and tele-
phone borrowers to prepay all out-
standing RUS Notes issued or assumed
by such borrowers and held in the
Fund, upon paying the lesser of the
outstanding balance or the Discounted
Present Value.

§1786.53 Discounted present value.

The Discounted Present Value shall
be calculated five business days before
prepayment is made by summing the
present values of all remaining pay-
ments by using the following formula:
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Where:

Pr=Total payment including interest, due on
the kth payment date following the prepay-
ment date.

n=Total number of remaining payments
dates.

I=The discount rate, in decimals, which shall
be the average rate on utility bonds bear-
ing a rating of ‘“‘Aa’ as set forth in that
issue of Moody’s Public Utility News Re-
ports most recently published prior to the
date on which Discounted Present Value is
calculated.

D1;=Number of days in the it payment pe-
riod that are in a non-leap year (365 day
year).

D2;=Number of days in the ith payment period
that are in a leap year (366 day year).

§1786.54 Eligibility criteria.

To be eligible to prepay RUS Notes
at the Discounted Present Value a bor-
rower must comply with the following
criteria:

(a) The borrower must be current on
all payments due on its outstanding
RUS Notes and all other payment obli-

gations owed to RUS and the Rural
Telephone Bank.

(b) The borrower must agree to pre-
pay all of its outstanding RUS Notes.

(c) The borrower must identify the
source of private financing that will be
used to refinance its outstanding RUS
Notes, which financing may not in-
clude obligations the income of which
is exempt from taxation under the In-
ternal Revenue Code of 1986.

(d) The borrower must have expended
all funds advanced on account of the
RUS Notes for the purposes for which
such funds were advanced.

(e) The borrower must agree to a re-
scission of the unadvanced balance of
the RUS Notes.

(f) The borrower must agree that the
borrower, its successors or assigns,
shall pay to the Government, as a con-
dition of receiving additional loans or
loan guarantees pursuant to Titles I, II
and IIT of the Act, an amount equal to
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the aggregate of the difference with re-
spect to each of the RUS Notes be-
tween the amount outstanding on the
RUS Note and the Discounted Present
Value of the RUS Note upon prepay-
ment with interest accruing quarterly;
the interest rates shall be the rates
provided in the respective RUS Notes.

(g) If the borrower is a party to a
wholesale power contract with a power
supplier financed pursuant to the Act,
the borrower must provide the Admin-
istrator with such assurances as the
Administrator may request that it will
meet its obligations to the power sup-
plier.

§1786.55 Application procedure.

Any borrower seeking to prepay its
RUS Notes under this subpart should
apply to the appropriate RUS Area Di-
rector by submitting:

(a) A board resolution that:

(1) Requests approval of the prepay-
ment of the borrower’s outstanding
RUS Notes, and

(2) States the intent of the borrower
to comply with all eligibility criteria
set forth in §1786.54 of this subpart.

(b) A list of all RUS Notes together
with the outstanding amount on such
notes.

(c) Such additional information as
the Administrator shall request.

§1786.56 Approval of applications.

The applications will ordinarily be
reviewed and, if satisfactory, approved,
and closing schedule based on the order
in which executed prepayment agree-
ments are received. The Administrator
may limit the number of applications
approved and closings scheduled from
time to time taking into account,
among other matters, the financial in-
terests and administrative consider-
ations of the Government.

§1786.57 Prepayment agreement.

Upon approving an application for
prepayment under this subpart, the Ad-
ministrator shall notify the borrower
and deliver to the borrower for its exe-
cution a prepayment agreement which
shall set forth and provide:

(a) The RUS Notes to be prepaid and
when the Discounted Present Value
will be calculated.
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(b) The place and conditions for clos-
ing.

(c) Agreement that the unadvanced
balance of RUS Notes shall be re-
scinded.

(d) Agreement that the borrower, or
its successors or assigns, shall pay to
the Government, as a condition of re-
ceiving additional loans or loan guar-
antees pursuant to Titles I, II and III of
the Act, an amount equal to the aggre-
gate of the difference with respect to
each of the RUS Notes between the
amount outstanding on the RUS Note
and the Discounted Present Value of
the RUS Note upon prepayment with
interest accruing quarterly; the inter-
est rates shall be the rates provided in
the respective RUS Notes.

(e) Assurances that the borrower will
meet its obligations to any power sup-
plier financed pursuant to the Act.

(f) Such other terms and conditions
as the Administrator deems appro-
priate.

§1786.58 Security.

If, after prepayment of RUS Notes,
the Government should continue to
hold liens on the borrower’s property
that secure loans made or guaranteed
pursuant to the Act, the Administrator
of RUS or the Governor of the Rural
Telephone Bank, as the case may be,
will consider request for the accommo-
dation of such liens for the purpose of
providing security for loans the pro-
ceeds of which were used to prepay
RUS Notes. Such lien accommodations
shall be limited in amount to the Dis-
counted Present Value of the RUS
Notes plus such costs, as the Adminis-
trator shall determine to be reason-
able, incurred by the borrower in ob-
taining such loans.

§1786.59 Loan fund audit.

Within 6 months of closing RUS shall
have the right to audit transactions in-
volving the RUS construction fund es-
tablished and maintained by the bor-
rower pursuant to the terms of the
RUS Loan Agreement and to inspect
all books, records, accounts and other
documents and papers of the borrower.
Should RUS determine that the bor-
rower has made disbursements of funds
advanced pursuant to RUS Notes which
do not comply with the requirements
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