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(b) Other-than-public bodies. Loans to 
other-than-public body applicants and 
Federally recognized Indian tribes, as 
appropriate, will be secured in the fol-
lowing order of preference: 

(1) Assignments of borrower income 
will be taken and perfected by filing, if 
legally permissible; and 

(2) A lien will be taken on the inter-
est of the applicant in all land, ease-
ments, rights-of-way, water rights, 
water purchase contracts, water sales 
contracts, sewage treatment contracts 
and similar property rights, including 
leasehold interest, used, or to be used 
in connection with the facility whether 
owned at the time the loan is approved 
or acquired with loan funds. In unusual 
circumstances where it is not legally 
permissible or feasible to obtain a lien 
on such land (such as land rights ob-
tained from Federal or local govern-
ment agencies, and from railroads) and 
the approval official determines that 
the interest of RUS is otherwise ade-
quately secured, the lien requirement 
may be omitted as to such land rights. 
For existing borrowers where the Agen-
cy already has a security position on 
real property, the approval official 
may determine that the interest of the 
Government is adequately secured and 
not require additional liens on such 
land rights. When the subsequent loan 
is approved or the acquisition of real 
property is subject to an outstanding 
lien indebtedness, the next highest pri-
ority lien obtainable will be taken if 
the approval official determines that 
the loan is adequately secured. 

(c) Joint financing security. For 
projects utilizing joint financing, when 
adequate security of more than one 
type is available, the other lender may 
take one type of security with RUS 
taking another type. For projects uti-
lizing joint financing with the same se-
curity to be shared by RUS and an-
other lender, RUS will obtain at least a 
parity position with the other lender. 
A parity position is to ensure that with 
joint security, in the event of default, 
each lender will be affected on a pro-
portionate basis. A parity position will 
conform with the following unless an 
exception is granted by the approval 
official: 

(1) It is not necessary for loans to 
have the same repayment terms. Loans 

made by other lenders involved in joint 
financing with RUS should be sched-
uled for repayment on terms similar to 
those customarily used in the State for 
financing such facilities. 

(2) The use of a trustee or other simi-
lar paying agent by the other lender in 
a joint financing arrangement is ac-
ceptable to RUS. A trustee or other 
similar paying agent will not normally 
be used for the RUS portion of the 
funding unless required to comply with 
State law. The responsibilities and au-
thorities of any trustee or other simi-
lar paying agent on projects that in-
clude RUS funds must be clearly speci-
fied by written agreement and ap-
proved by the State program official 
and the Office of the General Counsel 
(OGC). RUS must be able to deal di-
rectly with the borrower to enforce the 
provisions of loan and grant agree-
ments and perform necessary servicing 
actions. 

(3) In the event adequate funds are 
not available to meet regular install-
ments on parity loans, the funds avail-
able will be apportioned to the lenders 
based on the respective current install-
ments of principal and interest due. 

(4) Funds obtained from the sale or 
liquidation of secured property or fixed 
assets will be apportioned to the lend-
ers on the basis of the pro rata amount 
outstanding; provided, however, funds 
obtained from such sale or liquidation 
for a project that included RUS grant 
funds will be apportioned as required 
by the grant agreement. 

(5) Protective advances must be 
charged to the borrower’s account and 
be secured by a lien on the security 
property. To the extent consistent with 
State law and customary lending prac-
tices in the area, repayment of protec-
tive advances made by either lender, 
for the mutual protection of both lend-
ers, should receive first priority in ap-
portionment of funds between the lend-
ers. To ensure agreement between lend-
ers, efforts should be made to obtain 
the concurrence of both lenders before 
one lender makes a protective advance. 

§ 1780.15 Other Federal, State, and 
local requirements. 

Proposals for facilities financed in 
whole or in part with RUS funds will be 
coordinated with appropriate Federal, 
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State and local agencies. If there are 
conflicts between this part and State 
or local laws or regulatory commission 
regulations, the provisions of this part 
will control. Applicants will be re-
quired to comply with Federal, State, 
and local laws and any regulatory com-
mission rules and regulations per-
taining to: 

(a) Organization of the applicant and 
its authority to own, construct, oper-
ate, and maintain the proposed facili-
ties; 

(b) Borrowing money, giving security 
therefore, and raising revenues for the 
repayment thereof; 

(c) Land use zoning; and 
(d) Health and sanitation standards 

and design and installation standards 
unless an exception is granted by RUS. 

§ 1780.16 [Reserved] 

§ 1780.17 Selection priorities and proc-
ess. 

When ranking eligible applications 
for consideration for limited funds, 
Agency officials must consider the pri-
ority items met by each application 
and the degree to which those prior-
ities are met. Points will be awarded as 
follows: 

(a) Population priorities. (1) The pro-
posed project will primarily serve a 
rural area having a population not in 
excess of 1,000—25 points; 

(2) The proposed project primarily 
serves a rural area having a population 
between 1,001 and 2,500—15 points; 

(3) The proposed project primarily 
serves a rural area having a population 
between 2,501 and 5,500—5 points. 

(b) Health priorities. The proposed 
project is: 

(1) Needed to alleviate an emergency 
situation, correct unanticipated dimi-
nution or deterioration of a water sup-
ply, or to meet Safe Drinking Water 
Act requirements which pertain to a 
water system—25 points; 

(2) Required to correct inadequacies 
of a wastewater disposal system, or to 
meet health standards which pertain to 
a wastewater disposal system—25 
points; 

(3) Required to meet administrative 
orders issued to correct local, State, or 
Federal solid waste violations—15 
points. 

(c) Median household income priorities. 
The median household income of the 
population to be served by the proposed 
project is: 

(1) Less than the poverty line if the 
poverty line is less than 80% of the 
statewide nonmetropolitan median 
household income—30 points; 

(2) Less than 80 percent of the state-
wide nonmetropolitan median house-
hold income—20 points; 

(3) Equal to or more than the poverty 
line and between 80% and 100%, inclu-
sive, of the State’s nonmetropolitan 
median household income—15 points. 

(d) Other priorities. (1) The proposed 
project will: merge ownership, manage-
ment, and operation of smaller facili-
ties providing for more efficient man-
agement and economical service—15 
points; 

(2) The proposed project will enlarge, 
extend, or otherwise modify existing 
facilities to provide service to addi-
tional rural areas—10 points; 

(3) Applicant is a public body or In-
dian tribe—5 points; 

(4) Amount of other than RUS funds 
committed to the project is: 

(i) 50% or more—15 points; 
(ii) 20% to 49%—10 points; 
(iii) 5%—19%—5 points; 
(5) Projects that will serve Agency 

identified target areas—10 points; 
(6) Projects that primarily recycle 

solid waste products thereby limiting 
the need for solid waste disposal—5 
points; 

(7) The proposed project will serve an 
area that has an unreliable quality or 
supply of drinking water—10 points. 

(e) In certain cases the State pro-
gram official may assign up to 15 
points to a project. The points may be 
awarded to projects in order to improve 
compatibility and coordination be-
tween RUS’s and other agencies’ selec-
tion systems, to ensure effective RUS 
fund utilization, and to assist those 
projects that are the most cost effec-
tive. A written justification must be 
prepared and placed in the project file 
each time these points are assigned. 

(f) Cost overruns. An application may 
receive consideration for funding be-
fore others at the State or National Of-
fice level when it is a subsequent re-
quest for a previously approved project 
which has encountered construction 
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