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7 CFR Ch. XVII (1–1–10 Edition) §§ 1737.43–1737.49 

13, 382–1, 382–2, 382–3, 383–1, 383–4, 384–1, 
384–2, 384–3, 385–1, 385–2, 385–3, 385–4, 385– 
5, 385–6, 387–1, 387–2, 387–3, 387–4, and 
387–5) except for the following: 

(1) All sellers and contractors invited 
to bid must be informed that funds 
from sources other than RUS will be 
used to pay for construction. 

(2) Contracts involving the interim 
construction must contain a provision, 
in form and substance satisfactory to 
RUS, stating that RUS is not com-
mitted to lend or advance funds to fi-
nance the project. 

(3) Contracts will not be approved by 
RUS until the borrower demonstrates 
to RUS’s satisfaction that funds from 
sources other than RUS will be avail-
able when needed to pay invoices sub-
mitted in accordance with contract 
payment terms. 

(4) The borrower shall not begin in-
terim construction until all necessary 
licenses, permits, and other govern-
mental approvals have been obtained. 

(b) After RUS loan funds are re-
leased, the borrower can obtain reim-
bursement for interim financing by 
submitting a Financial Requirement 
Statement. See 7 CFR part 1744, sub-
part C (or RUS Bulletin 327–1). 

(1) The first advance of loan funds to 
a borrower that has received interim fi-
nancing approval generally will be lim-
ited to funds to repay any interim fi-
nancing indebtedness and such addi-
tional amounts as RUS deems nec-
essary. RUS will make no further ad-
vances of loan funds until the borrower 
has submitted evidence, in form and 
substance satisfactory to the Adminis-
trator, that (i) any indebtedness cre-
ated by the interim financing and any 
liens associated therewith have been 
fully discharged of record and (ii) the 
borrower has satisfied all other condi-
tions on the advance of additional loan 
funds. 

(2) If the source of funds for interim 
financing is the borrower’s internally 
generated funds, the borrower may re-
quest reimbursement of those funds 
along with advances for other purposes 
on the first Financial Requirement 
Statement. 

[54 FR 13356, Apr. 3, 1989; 54 FR 16194, Apr. 21, 
1989. Redesignated at 55 FR 39396, Sept. 27, 
1990] 

§§ 1737.43–1737.49 [Reserved] 

Subpart F—Review of Application 
Procedures 

§ 1737.50 Review of completed loan ap-
plication. 

(a) The completed loan application 
consists of: 

(1) A completed RUS Form 490, ‘‘Ap-
plication for Telephone Loan or Loan 
Guarantee;’’ 

(2) A completed certification Form 
AD–1047, ‘‘Certification Regarding De-
barment, Suspension, and Other Re-
sponsibility Matters—Primary Covered 
Transactions,’’ (see appendix A to 7 
CFR part 3017); 

(3) A market survey called the Area 
Coverage Survey (ACS); 

(4) The plan and associated costs for 
the proposed construction, called the 
Loan Design (LD); 

(5) Evidence that the borrower is par-
ticipating in a telecommunications 
modernization plan in the state where 
the proposed construction will occur, 
unless the borrower is seeking a guar-
anteed loan; and 

(6) Various supplementary informa-
tion. 
See 7 CFR part 1737 for additional in-
formation. 

(b) RUS shall review the completed 
loan application, particularly noting 
subscriber data, grades of service, ex-
tended area service (EAS), connecting 
company commitments, commercial 
facilities, system and exchange bound-
aries, and proposed acquisitions. RUS 
shall review the LD to determine that 
the system design is acceptable to 
RUS, that the design is technically 
correct, that the cost estimates are 
reasonable, and that the design pro-
vides for area coverage service. RUS 
shall also review the population and in-
corporation status of all communities 
served or to be served by the borrower 
to determine if any nonrural areas are 
served and if municipal franchises are 
required. Any RUS lending for 
nonrural areas must be in accordance 
with 7 CFR part 1735. RUS shall also 
check the ‘‘List of Parties Excluded 
from Federal Procurement of Non-
procurement Programs’’, compiled, 
maintained and distributed by General 
Services Administration, to determine 
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whether the borrower is debarred, sus-
pended, ineligible, or voluntarily ex-
cluded (see 7 CFR 3017.505). 

(c) RUS will notify the borrower if 
RUS recommends major changes in 
subscriber projections, design, cost es-
timates, or other significant matters. 
RUS will not continue loan processing 
until RUS and the borrower agree on 
all major changes. 

[54 FR 13356, Apr. 3, 1989; 54 FR 16194, Apr. 21, 
1989. Redesignated at 55 FR 39396, Sept. 27, 
1990, as amended at 58 FR 66256, Dec. 20, 1993] 

§ 1737.51 Approval of loan design. 
RUS shall notify the borrower when 

the preloan data concerning the system 
design and costs and subscriber projec-
tions have been approved. If found ac-
ceptable, RUS will approve the LD 
with any required changes. A copy of 
the approved LD, with any significant 
changes, as determined by RUS, will be 
returned to the borrower. 

§§ 1737.52–1737.59 [Reserved] 

Subpart G—Project Cost 
Estimation Procedures 

§ 1737.60 Telephone loan budget. 
(a) RUS shall prepare a ‘‘Telephone 

Loan Budget’’ (RUS Form 493) showing 
all costs for the proposed project and 
the amount of loan and nonloan funds 
to be used. The budget shall show, as 
applicable, amounts for central offices, 
outside plant and station equipment, 
right-of-way procurement, land, build-
ings, removal costs, special projects, 
engineering, vehicles and work equip-
ment, office equipment, operating 
funds, refinancing with loan funds, 
debt retirement with nonloan funds, 
acquisitions, and contingencies. The 
amounts budgeted, exclusive of prior 
loan reserves, generally shall be round-
ed to the nearest $1,000. 

(1) If the loan is to be made by the 
Rural Telephone Bank (RTB) or con-
currently with RTB, the budget shall 
include the amount required for the 
purchase of RTB Class B stock. This is 
5 percent of the amount to be borrowed 
from RTB for all purposes other than 
the purchase of RTB Class B stock. The 
borrower may elect to use nonloan 
funds for all or part of this require-
ment. 

(2) The amount of funds included in 
any loan shall be limited for certain 
items: 

(i) Operating funds for working cap-
ital or current operating deficiencies 
shall be included only in cases of finan-
cial hardship as determined by the Ad-
ministrator. 

(ii) Contingencies shall not exceed 3 
percent of the total amount of loan 
funds to be used for construction, engi-
neering, operating equipment and oper-
ating funds. 

(b) RUS shall prepare the cost esti-
mates based on the data in RUS Form 
494, ‘‘Loan Design Summary,’’ and RUS 
Form 495, ‘‘Construction Cost Esti-
mates,’’ or their equivalents, and other 
parts of the LD submitted by the bor-
rower, and on other pertinent informa-
tion. See subpart D of this part. The 
amounts included in the proposed 
budget shall be the estimated costs, 
less the value of materials and supplies 
on hand or acquired that can be used in 
the proposed construction. The cost es-
timates in the LD may be adjusted by 
RUS in consultation with the bor-
rower. See § 1737.50(c). 

(c) Generally, the new loan shall be 
reduced by any required equity funds 
and funds available in reserves no 
longer needed for prior loan purposes 
to determine the proposed loan require-
ment. 

(d) When amounts are available in re-
serves no longer needed for prior loan 
purposes, RUS may, at its option, deny 
further advances of these funds if they 
will be used to finance projects in the 
proposed loan. 

(e) The budget shall also show, if ap-
plicable, the reserves for each budget 
item as of the date of the latest RUS 
Form 481, ‘‘Financial Requirement 
Statement,’’ submitted by the bor-
rower. To ensure that sufficient funds 
are included in the budget to finance 
all proposed construction, RUS in-
cludes in the budget any funds depos-
ited by the borrower for approved in-
terim financing. 

§ 1737.61 Cost allocation for rural and 
nonrural areas. 

(a) Pursuant to the requirements in 7 
CFR part 1735, if loan funds are pro-
posed for facilities to serve subscribers 
in nonrural areas, RUS shall allocate 
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