§1786.98

these 29 former borrowers and a bor-
rower with outstanding Notes may,
after meeting all requirements of this
subpart, prepay all outstanding RUS
Notes issued or assumed by the bor-
rower upon paying the lesser of the
outstanding balance or the Discounted
Present Value. Such prepayment must
be made not later than one year after
the effective date of the merger or con-
solidation.
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§1786.98 Discounted present value.

(a) The Discounted Present Value
shall be calculated by RUS before pre-
payment is made by summing the
present values of all remaining pay-
ments on all outstanding notes accord-
ing to the following formula to com-
pute the discounted present value of
each note and adjusting as here and
after provided for tax exempt financ-
ing.

P

Present Value = z c

Where:

Prw=Total payment, including interest, due on
the kth payment date following the prepay-
ment date. n=Total number of remaining
payment dates. I=The discount rate ap-

plied to each transaction will be
ascertained by using data specified in the
“Federal Reserve Statistical Release”

which is published each Monday. (See ap-
pendix B to subpart E of this part.) The
specific discount rate will be the discount
rate(s) specified in the ‘“‘Treasury Constant
Maturities”” section of this publication
eight working days prior to the closing. In
applying the discount rate, the 1-year
Treasury rate will be used for all notes
with a remaining term of less than 2 years;
the 2-year Treasury rate for notes with ma-
turities between 2 and 3 years; the 3-year
Treasury rate for all notes with maturities
between 3 and 5 years; the 5-year Treasury
rate for all notes with maturities between
5 and 7 years; the 7-year Treasury rate for
all notes with maturities between 7 and 10
years; the 10-year Treasury rate for all
notes with maturities between 10 and 30
yvears; and the 30-year Treasury rate for all
notes with maturities longer than 30 years.

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).

(b) Notwithstanding paragraph (a) of
this section, in the event that the bor-
rower shall elect to prepay using tax
exempt financing, the calculation of
the Discounted Present Value shall be
adjusted to make the discount the
equivalent of fully taxable financing.
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§1786.99 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;

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

(¢c) The borrower must identify the
source of financing that will be used di-
rectly or indirectly to refinance its
outstanding RUS Notes. The borrower
must certify in writing whether such
financing will be tax exempt and, if so,
shall furnish all information on the fi-
nancing as RUS may request to enable
RUS to adjust the discount to the
equivalent to fully taxable financing;

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

(e) The borrower must agree to a re-
scission of the unadvanced balance of
any RUS Notes outstanding as of the
date of its application for prepayment;

(f) The borrower must agree that the
borrower, its successors and assigns,
shall pay to the Government, as a con-
dition of receiving additional loans or
loan guarantees pursuant to titles I
and III of the Act, an amount equal to
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