Rural Utilities Service, USDA

§1786.151 Definitions and rules of con-
struction.

(a) Definitions. As used in this sub-
part:

Administrator means the Adminis-
trator of the Rural Utilities Service
(RUS).

Borrower means any organization
which has an outstanding note(s) evi-
dencing electric loans made by RUS, or
has previously prepaid such notes
under subparts C and E of this part.

Business day means any day on which
both the RUS and the Federal Reserve
Bank of New York are open for busi-
ness.

Construction Fund Account means the
Cash—Construction Fund—Trustee Ac-
count, maintained by the borrower pur-
suant to the terms of the outstanding
RUS Loan Contract.

Closing shall mean one of the several
contemplated closings of the prepay-
ment of the Qualified Notes prescribed
by the Prepayment agreement.

Closing date shall mean any business
day identified as such by the Govern-
ment in its preclosing notice delivered
to the Company pursuant to §1786.158.

Closing request shall mean a request
by the borrower of the Government to
schedule a closing for certain Qualified
Notes on the date requested therein.

Direct loan means a loan made pursu-
ant to section 4 of the RE Act.

Discounted present value shall have
the meaning set forth in §1786.153.

Distribution borrower means a bor-
rower that sells electric power and en-
ergy at retail in rural areas.

Electric loan means a Direct loan or
an Insured loan made for the purpose of
furnishing electric energy to persons in
rural areas.

Final maturity means the final date
on which all outstanding principal and
accrued interest on an electric loan is
due and payable.

Government means the United States
of America, acting through the Admin-
istrator of the Rural Utilities Service.

Insured loan means a loan made pur-
suant to Section 305 of the RE Act.

Lien accommodation means the shar-
ing of the Government’s (RUS’s) lien
on property, usually all property, cov-
ered by the lien of the RUS Mortgage.

Loan guarantee means a loan guar-
antee under Section 306 of the RE Act.
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Power supply borrower means a bor-
rower that sells or intends to sell elec-
tric power at wholesale to distribution
or power supply borrowers pursuant to
RUS wholesale power contracts.

Preclosing notice shall mean a notice
delivered by the Government to the
borrower in response to a closing re-
quest, identifying the closing date, the
Qualified Notes to be prepaid at such
closing and documents to be delivered
by the borrower to the Government
prior to the closing date.

Prepayment agreement shall have the
meaning set forth in §1786.158.

Qualified Notes shall have the mean-
ing set forth in §1786.154.

RE Act means the Rural Electrifica-
tion Act of 1936, as amended (7 U.S.C.
901 et seq.).

RUS means the Rural Utilities Serv-
ice, an agency of the United States De-
partment of Agriculture.

RUS Loan Contract means the agree-
ment, as amended, supplemented, or re-
stated from time to time, between a
borrower and RUS providing for loans
or loan guarantees pursuant to the RE
Act.

RUS Mortgage means collectively
those mortgages and security agree-
ments made by and among the bor-
rower, the Government, and third par-
ties, if any, securing indebtedness evi-
dencing electric loans or loan guaran-
tees made pursuant to the RE Act.

Rural development loans means loans
or grants made pursuant to Rural de-
velopment programs.

Rural development programs means
loan or grant programs under the au-
thority of the Administrator pursuant
to sections 313, 501, and 502 of the RE
Act.

Supplemental lender means a private
lender whose loan to the borrower is
secured by the RUS mortgage.

Taxr exempt financing means bor-
rowing evidenced by bonds, notes and
other evidence of indebtedness the in-
come of which is excluded from gross
income for the purposes of Chapter 1 of
the Internal Revenue Code of 1986 (26
U.S.C. ch. 1).

(b) Rules of construction. Unless the
context shall otherwise indicate, the
terms defined in paragraph (a) of this
section include the plural as well as
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the singular, and the singular as well
as the plural.

§1786.152 Prepayments of RUS loans.

An electric loan made under the RE
Act shall not be sold or prepaid at a
value that is less than the outstanding
principal balance, except that, on re-
quest of a borrower, an electric loan
made under the RE Act, or a portion of
such a loan, that was advanced before
May 1, 1992, or has been advanced for
not less than 2 years, shall be prepaid
by the borrower at the lesser of the
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outstanding principal balance of the
loan or the discounted present value
thereof.

§1786.153 Discounted present value.

(a) The discounted present value
shall be calculated by summing the
present values of all remaining pay-
ments on all Qualified Notes to be pre-
paid according to the following for-
mula and adjusted as provided in para-
graph (b) of this section if tax exempt
financing is used.

Py

Present Value = 2 o
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Where:

The Greek letter, Sigma (X) means the sum
of the following terms.

The Greek letter, Pi (I) means the product
of the following terms.

P =Total payment, including interest due on
the Kt payment date following the prepay-
ment date.

n=Total number of remaining payment dates
to final maturity.

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

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

I=The discount rate applied to each trans-
action ascertained by using data specified
in the ‘‘Federal Reserve Statistical Re-
lease’” (H.15 (519)), which is published each
Monday. The availability of this Release
will be announced when the information is
available by telephone on (202) 452-3206. See
adjustment for tax exempt refinancing at
paragraph (b) of this section. The specific
discount rate will be based on the discount
rate(s) specified in the “Treasury Constant
Maturities” section of this publication 8
business days prior to the closing and will
be interpolated from that information as
follows:

Remaining final maturity of RUS loan:
Treasury con-
At least BL;;al‘enss stant matu-
rities
# years # years
2 | 1-year.
3 | 2-year.
4 | 3-year.
51 ()
6 | 5-year.

1.0+(Dli
365 366

D2,

+

i

Remaining final maturity of RUS loan:
Treasury con-
At least BL#];?]SS stant _rr);atu-
rities
# years # years
B 710
8 | 7-year.
910
101 ()
11 | 10-year.
20| ()
21 | 20-year.
30| ()
36 | 30-year.

Notes: ' The arithmetic mean between the 3-year and 5-
year. Treasury Constant Maturities; i.e., if 3-year. rate is
3.00% and the 5-year. rate is 4.00% then the rate used would
be 3.5%.

2The arithmetic mean between the 5-year and 7-year
Treasury Constant Maturities computed as above.

3A straight line interpolated rate between the 7-year rate
and the 10-year rate. (See formula below)

4A straight line interpolated rate between the 10-year note
and the 20-year Bond rate. (See formula below)

5 A straight line interpolated rate between the 20-year bond
and the 30-year bond using the following formula:

_p+(C-E)X(A-B))
F-E

I

Where:

I=The discount rate interpolated from the
cost of money to the Treasury.

A=The Treasury interest rate for the most
recently published maturity (in years) that
is the shortest Treasury term (in years)
which is greater than the borrower’s re-
maining term (in years) to final maturity;
i.e., (if the note to be prepaid has a final
maturity of more than 10 years then this
rate is the 20-year Treasury rate)
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