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107–171) (FSRIA) amended the RE Act 
to include a new program under section 
313A entitled Guarantees for Bonds and 
Notes Issued for Electrification or 
Telephone Purposes. This measure di-
rected the Secretary of Agriculture to 
promulgate regulations that carry out 
the Program. The Secretary published 
the regulations for the program in the 
FEDERAL REGISTER as a final rule on 
October 29, 2004, adding part 1720 to 
title 7 of the Code of Federal Regula-
tions. Section 6106(a)(1)(A) of the Food, 
Conservation, and Energy Act of 2008 
(Pub. L. 110–246) amended section 313A 
of the RE Act by replacing the level of 
‘‘concurrent loans’’ as a factor limiting 
the amount of bonds and notes that 
could be guaranteed and inserted ‘‘for 
eligible electrification or telephone 
purposes’’ as the limitation on the 
amount of bonds and notes that can be 
guaranteed under section 313A up to an 
annual program limit of $1,000,000,000, 
subject to availability of funds. Sec-
tion 6106(a)(1)(B) further amended sec-
tion 313A of the RE Act by removing 
the prohibition against the recipient 
using an amount obtained from the re-
duction in funding costs as a result of 
a new guarantee under section 313A to 
reduce the interest rate charged on a 
new or concurrent loan. 

[75 FR 42573, July 22, 2010] 

§ 1720.3 Definitions. 
For the purpose of this part: 
Administrator means the Adminis-

trator of RUS. 
Applicant means a bank or other 

lending institution organized as a pri-
vate, not-for-profit cooperative asso-
ciation, or otherwise on a non-profit 
basis, that is applying for RUS to guar-
antee a bond or note under this part. 

Bond Documents means the trust in-
denture, bond resolution, guarantee, 
guarantee agreement and all other in-
struments and documentation per-
taining to the issuance of the guaran-
teed bonds. 

Borrower means any organization 
that has an outstanding loan made or 
guaranteed by RUS for rural elec-
trification or rural telephone under the 
RE Act, or that is eligible for such fi-
nancing. 

Concurrent Loan means a loan that a 
guaranteed lender extends to a bor-

rower for up to 30 percent of the cost of 
an eligible electrification or telephone 
purpose under the RE Act, concur-
rently with an insured loan made by 
the Secretary pursuant to section 307 
of the RE Act. 

Eligible loan means a loan that a 
guaranteed lender extends to a bor-
rower for up to 100 percent of the cost 
of eligible electrification or telephone 
purposes consistent with the RE Act. 

Federal Financing Bank (FFB) means 
a government corporation and instru-
mentality of the United States of 
America under the general supervision 
of the Secretary of the Treasury. 

Guarantee means the written agree-
ment between the Secretary and a 
guaranteed bondholder, pursuant to 
which the Secretary guarantees full re-
payment of the principal, interest, and 
call premium, if any, on the guaran-
teed lender’s guaranteed bond. 

Guarantee Agreement means the writ-
ten agreement between the Secretary 
and the guaranteed lender which sets 
forth the terms and conditions of the 
guarantee. 

Guaranteed Bond means any bond, 
note, debenture, or other debt obliga-
tion issued by a guaranteed lender on a 
fixed or variable rate basis, and ap-
proved by the Secretary for a guar-
antee under this part. 

Guaranteed Bondholder means any in-
vestor in a guaranteed bond. 

Guaranteed Lender means an appli-
cant that has been approved for a guar-
antee under this part. 

Loan means any credit instrument 
that the guaranteed lender extends to a 
borrower for any electrification or 
telephone purpose eligible under the 
RE Act, including loans as set forth in 
section 4 of the RE Act for electricity 
transmission lines and distribution 
systems (excluding generating facili-
ties) and as set forth in section 201 of 
the RE Act for telephone lines, facili-
ties and systems. 

Loan documents means the loan 
agreement and all other instruments 
and documentation between the guar-
anteed lender and the borrower evi-
dencing the making, disbursing, secur-
ing, collecting, or otherwise admin-
istering of a loan. 

Program means the guarantee pro-
gram for bonds and notes issued for 
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electrification or telephone purposes 
authorized by section 313A of the RE 
Act as amended. 

Rating Agency means a bond rating 
agency identified by the Securities and 
Exchange Commission as a nationally 
recognized statistical rating organiza-
tion. 

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

RUS means the Rural Utilities Serv-
ice, a Rural Development agency of the 
U.S. Department of Agriculture. 

Secretary means the Secretary of Ag-
riculture acting through the Adminis-
trator of RUS. 

Subsidy Amount means the amount of 
budget authority sufficient to cover 
the estimated long-term cost to the 
Federal government of a guarantee, 
calculated on a net present value basis, 
excluding administrative costs and any 
incidental effects on government re-
ceipts or outlays, in accordance with 
the provisions of the Federal Credit Re-
form Act of 1990 (2 U.S.C. 661 et. seq.) 

[69 FR 63049, Oct. 29, 2004, as amended at 75 
FR 42574, July 22, 2010] 

§ 1720.4 General standards. 
(a) In accordance with section 313A of 

the RE Act, a guarantee will be issued 
by the Secretary only if the Secretary 
determines, in accordance with the re-
quirements set forth in this part, that: 

(1) The proceeds of the guaranteed 
bonds will be used by the guaranteed 
lender to make loans to borrowers for 
electrification or telephone purposes 
eligible for assistance under this chap-
ter, or to refinance bonds or notes pre-
viously issued by the guaranteed lender 
for such purposes; 

(2) At the time the guarantee is exe-
cuted, the total principal amount of 
guaranteed bonds outstanding would 
not exceed the principal amount of out-
standing eligible loans previously made 
by the guaranteed lender; 

(3) The proceeds of the guaranteed 
bonds will not be used directly or indi-
rectly to fund projects for the genera-
tion of electricity; and 

(4) The guaranteed lender will not 
use any amounts obtained from the re-
duction in funding costs provided by a 
loan guarantee issued prior to June 18, 
2008, to reduce the interest rates bor-

rowers are paying on new or out-
standing loans, other than new concur-
rent loans as provided in part 1710 of 
this chapter. 

(b) During the term of the guarantee, 
the guaranteed lender shall: 

(1) Limit cash patronage refunds, for 
guaranteed lenders having a credit rat-
ing below ‘‘A¥’’ on its senior secured 
debt without regard to the guarantee. 
For such guaranteed lenders, cash pa-
tronage refunds are limited to five per-
cent of the total patronage refund eli-
gible. The limit on patronage refunds 
must be maintained until the credit 
rating is restored to ‘‘A¥’’ or above. 
For those guaranteed lenders subject 
to patronage limitations, equity secu-
rities issued as part of the patronage 
refund shall not be redeemable in cash 
during the term of any part of the 
guarantee, and the guaranteed lender 
shall not issue any dividends on any 
class of equity securities during the 
term of the guarantee. 

(2) Maintain sufficient collateral 
equal to the principal amount out-
standing, for guaranteed lenders hav-
ing a credit rating below ‘‘A¥’’ on its 
senior secured debt without regard to 
the guarantee, or in the case of a lend-
er that does not have senior secured 
debt, a corporate (counterparty) credit 
rating below ‘‘A¥’’ without regard to 
the guarantee. Collateral shall be in 
the form of specific and identifiable 
unpledged securities equal to the value 
of the guaranteed amount. In the case 
of a guaranteed lender’s default, the 
U.S. government claim shall not be 
subordinated to the claims of other 
creditors, and the indenture must pro-
vide that in the event of default, the 
government has first rights on the 
asset. Upon application and throughout 
the term of the guarantee, guaranteed 
lenders not subject to collateral pledg-
ing requirements shall identify, with 
the concurrence of the Secretary, spe-
cific assets to be held as collateral 
should the credit rating of its senior 
secured debt, or its corporate credit 
rating, as applicable, without regard to 
the guarantee fall below ‘‘A¥.’’ The 
Secretary has discretion to require col-
lateral at any time should cir-
cumstances warrant. 

(c) The final maturity of the guaran-
teed bonds shall not exceed 20 years. 
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