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such applications, RUS will consider a
number of factors, including without
limitation, (i) the number of prepay-
ment applications being processed by
the area office; (ii) the novelty or com-
plexity of the proposed transaction;
(iii) the method of prepayment; and
(iv) the availability of resources. In the
event that RUS receives during the ini-
tial application period, prepayment ap-
plications from such borrowers in an
amount less than remaining prepay-
ment authority for each respective pro-
gram, RUS will establish a new appli-
cation period and publish a notice to
that effect in the FEDERAL REGISTER.

(b) Pro-rated Applications. Standard
electric program applications, and tele-
phone program applications will be
prorated within their respective appli-
cation categories to permit partial pre-
payments in the event that the aggre-
gate amount of prepayment applica-
tions received during the application
period exceeds the amount of prepay-
ment authority allocated to that appli-
cation category. In such cir-
cumstances, the amount of each bor-
rower’s permitted prepayment shall be
determined within each respective ap-
plication category, as follows:

(1) The principal amount of FFB ad-
vances under each individual applica-
tion, which, if prepaid pursuant to this
subpart, would result in an economic
savings to the borrower, shall be di-
vided by the aggregate principal
amount of FFB advances, under all of
the applications, which, if prepaid pur-
suant to this subpart, would result in
an economic savings to the borrowers,
in order to determine a percentage
(hereinafter called a pro-rated percent-
age) for each borrower;

(2) Each borrower’s share of the pre-
payment authority for its application
category shall be equal to the product
of (i) the prepayment authority times
(ii) the respective pro-rated percent-
age, and may be used to prepay a por-
tion of any of the borrower’s FFB loans
listed pursuant to §1786.31(a)(2);

(3) If any approved prepayment trans-
action fails to be settled within 180
days of the date the borrower is noti-
fied by RUS of its prepayment alloca-
tion, RUS may rescind its approval.
The unused prepayment authority rep-
resented by such a failed transaction is
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subject to being included in any subse-
quent notice of a new application pe-
riod under this subpart; and

(4) In the event that applications
from financially distressed borrowers
exceed the amount prepayment author-
ity remaining in the financially dis-
tressed borrowers’ reserve, the Admin-
istrator at his discretion shall select
one or more of such applications and
allocate the reserve. In making such a
selection and allocation, the Adminis-
trator may consider various factors, in-
cluding without limitation, (i) the dol-
lar amount of savings to be realized by
the proposed prepayment; (ii) the inter-
est rates on the FFB loans proposed to
be prepaid; (iii) the magnitude of the
default or potential default; and (iv)
whether the borrower has previously
completed a prepayment under section
306(A).

(c) Notification of Borrowers’ Alloca-
tions. Promptly after allocating the
prepayment authority to borrowers
and completing any proration calcula-
tions that may be necessary, RUS will
return to each borrower submitting a
prepayment application pursuant to
this subpart, a copy of their Notice of
Intent to Prepay the Federal Financing
Bank specifying the amount of the bor-
rower’s prepayment allocation.

[66 FR 1145, Jan. 11, 1990, as amended at 55
FR 49250, Nov. 27, 1990]

§1786.31 Application procedure.

Applications to make a prepayment
pursuant to this subpart shall be sub-
mitted to RUS on such forms as RUS
may prescribe in the following manner:

(a) Application. Each borrower desir-
ing to make a prepayment pursuant to
this subpart shall submit an applica-
tion to RUS. No application from a
borrower will be accepted by RUS prior
to the commencement of the applica-
tion period. An application shall not be
deemed submitted to RUS until it is re-
ceived by RUS, and the ‘“Date Re-
ceived” has been inscribed on the No-
tice of Intent to Prepay the Federal Fi-
nancing Bank by an authorized official
of RUS. Incomplete applications may
be returned to the borrower at the dis-
cretion of RUS and thereafter must be
resubmitted in order to be processed.
To be considered complete, the applica-
tion should include the following:

374



Rural Utilities Service, USDA

(1) ““Notice of Intent to Prepay the
Federal Financing Bank” in the form
specified in §1786.33 hereof;

(2) A listing of each FFB loan ad-
vance to be prepaid by loan designa-
tion, RUS note number, RUS account
number, advance date, maturity date,
original amount, outstanding balance,
and interest rate;

(3) Evidence that the borrower meets
the qualification provisions of
§1786.28(a) of these regulations;

(4) The certification set forth in part
A of the Notice of Intent to Prepay the
Federal Financing Bank executed by
the chief executive officer of the bor-
rower;

(6) In the event that a borrower sub-
mits a prepayment application which
proposes to utilize a portion of the fi-
nancially distressed borrowers’ reserve,
a certification signed by the chief exec-
utive officer of the system to the effect
that the borrower is either (i) in de-
fault or near default on interest or
principal payments due on loans made
or guaranteed under the RE Act, and is
making a good faith effort to increase
rates and reduce costs to avoid or miti-
gate default; or (ii) participating in a
work out or debt restructuring plan
with RUS, either as the borrower being
restructured or as a borrower providing
assistance as part of the work out or
restructuring and stating why the bor-
rower is in default or near default.

(b) Election of Method of Prepayment.
Prior to requesting RUS to schedule a
settlement date, the borrower shall (1)
elect whether it will use a private loan,
internally generated funds, or a com-
bination of a private loan and inter-
nally generated funds to make the pre-
payment, by completing part C of its
Notice of Intent to Prepay the Federal
Financing Bank; (2) specify in part C of
the Notice of Intent to prepay the Fed-
eral Financing Bank a date after which
a prepayment closing may be sched-
uled; (3) if appropriate, execute the cer-
tification set forth in part C of the No-
tice of Intent to Prepay the Federal Fi-
nancing Bank; and (4) return a com-
pleted copy of the Notice of Intent to
Prepay the Federal Financing Bank to
the RUS area office.

(¢c) Final Documentation. All docu-
mentation in connection with a pro-
posed prepayment made pursuant to

§1786.32

this subpart shall have been submitted
to RUS in final form, no later than 5
business days prior to the settlement
date agreed to by the borrower and
RUS. To be considered complete, the
final documentation shall include the
following material:

(1) A completed copy of the Notice of
Intent to Prepay the Federal Financing
Bank;

(2) In the event that a borrower pro-
poses to utilize a private loan in con-
nection with a prepayment or a portion
of a prepayment,

(i) Evidence, in form and substance
satisfactory to RUS, that the borrower
has an irrevocable commitment from
the lender to close the private loan on
the settlement date at an interest rate
that meets the requirements of
§1786.28(c)(1);

(ii) Evidence that the lender meets
the qualification provisions of
§1786.28(b);

(iii) Evidence that the private loan
meets the qualification provisions of
§1786.28(c); and

(iv) The final documentation for the
private loan;

(3) Estimate of fees, and expenses, in-
cluding any taxes, in connection with
the prepayment transaction;

(4) A certified copy of a resolution of
the board of directors of the borrower
approving the certification cited above
and requesting RUS approval of the
prepayment.

(5) In the case of financially dis-
tressed borrowers, evidence in form and
substance satisfactory to the Adminis-
trator that the benefits of prepayment
will not be used to reduce rates and
that any Federal or state regulatory
body having jurisdiction over the bor-
rower’s rates has acknowledged its
awareness of this requirement;

(6) In the event that borrower is un-
able to deliver final documentation or
the evidence specified in accordance
with, §1786.31(c), RUS may reschedule
the settlement date at its discretion.

(Approved by the Office of Management and
Budget under control number 0572-0088)

§1786.32 Settlement procedure.

(a) General. Settlements in connec-
tion with prepaying FFB loans pursu-
ant to this subpart shall be conducted
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