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the applicant. If the borrower fails to 
begin construction, the Agency may 
cancel the loan. 

(d) The build-out must be complete 
within three years from the day the 
Agency notifies the applicant that loan 
funds are available. Build-out is con-
sidered complete when the network de-
sign has been fully implemented, the 
service operations and management 
systems infrastructure is operational, 
and the borrower is ready to support 
the activation and commissioning of 
individual customers to the new sys-
tem. 

§ 1738.253 Servicing. 
(a) Borrowers must make payments 

on the broadband loan as required in 
the note. 

(b) Borrowers must comply with all 
terms, conditions, affirmative cov-
enants, and negative covenants con-
tained in the loan documents. 

(c) In the event of default of any re-
quired payment or other term or condi-
tion: 

(1) A late charge shall be charged on 
any payment not made in accordance 
with the terms of the note. 

(2) The Agency may exercise the de-
fault remedies provided in the loan 
documents but is not required to do so. 

(3) If the Agency chooses to not exer-
cise its default remedies, it does not 
waive its right to do so in the future. 

§ 1738.254 Accounting, reporting, and 
monitoring requirements. 

(a) Borrowers must adopt a system of 
accounts for maintaining financial 
records acceptable to the Agency, as 
described in 7 CFR 1770, subpart B. 

(b) Borrowers must submit annual 
audited financial statements along 
with a report on compliance and on in-
ternal control over financial reporting, 
and management letter in accordance 
with the requirements of 7 CFR part 
1773. The Certified Public Accountant 
(CPA) conducting the annual audit is 
selected by the borrower and must be 
approved by RUS as set forth in 7 CFR 
1773.4. 

(c) Borrowers must comply with all 
reasonable Agency requests to support 
ongoing monitoring efforts. The Bor-
rower shall afford RUS, through its 
representatives, reasonable oppor-

tunity, at all times during business 
hours and upon prior notice, to have 
access to and the right to inspect the 
Broadband System, and any other 
property encumbered by the Mortgage, 
and any or all books, records, accounts, 
invoices, contracts, leases, payrolls, 
timesheets, cancelled checks, state-
ments, and other documents, electronic 
or paper of every kind belonging to or 
in the possession of the Borrower or in 
anyway pertaining to its property or 
business, including its subsidiaries, if 
any, and to make copies or extracts 
therefore. 

(d) Borrowers records shall be re-
tained and preserved in accordance 
with the provisions of 7 CFR part 1770, 
subpart A. 

§§ 1738.255—1738.300 [Reserved] 

Subpart G—Loan Guarantee 
§ 1738.301 General. 

(a) Applicants wishing to obtain a 
loan guarantee for private financing 
are subject to the same requirements 
as direct loan borrowers with respect 
to: 

(1) Loan purposes as described in sub-
part B; 

(2) Eligible borrowers and eligible 
areas as described in subpart C; 

(3) The loan terms described in sub-
part D, with the exception of the inter-
est rates described in § 1738.152; and 

(4) The application review and under-
writing requirements in subpart E. 

(b) The Agency will publish a notice 
annually in the FEDERAL REGISTER in-
dicating any additional requirements, 
as well as the amount of funds avail-
able, if any, for loan guarantees. 

§ 1738.302 Eligible guaranteed lenders. 
To be eligible for a loan guarantee, a 

guaranteed lender must be: 
(a) A financial institution in good 

standing that has been a concurrent 
lender with RUS; or 

(b) A legally organized lending insti-
tution, such as commercial bank, trust 
company, mortgage banking firm, in-
surance company, or any other institu-
tional investor authorized by law to 
loan money, which must be subject to 
credit examination and supervision by 
a Federal or State agency, unless the 
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Agency determines that alternative ex-
amination and supervisory mechanisms 
are adequate. 

§ 1738.303 Requirements for the loan 
guarantee. 

At the time of application, applicants 
must provide in form and substance ac-
ceptable to the Agency: 

(a) Evidence of the guaranteed lend-
er’s eligibility under § 1738.302; 

(b) Evidence that the guaranteed 
lender has the demonstrated capacity 
to adequately service the guaranteed 
loan; 

(c) Evidence that the guaranteed 
lender is in good standing with its li-
censing authority and meets the loan 
making, loan servicing, and other re-
quirements of the jurisdiction in which 
the lender makes loans; 

(d) Evidence satisfactory to the 
Agency of its qualification under this 
part, along with the name of the au-
thority that supervises it; 

(e) A commitment letter from the 
guaranteed lender that will be pro-
viding the funding, and the terms of 
such funding, all of which may be con-
ditioned on final approval of the 
broadband loan guarantee by the Agen-
cy; and 

(f) A description of any and all 
charges and fees for the loan, along 
with documentation that they are com-
parable to those normally charged 
other applicants for the same type of 
loan in the ordinary course of business. 
Such charges and fees will not be in-
cluded within the Agency’s loan guar-
antee. 

§ 1738.304 Terms for guarantee. 
Loan guarantees will only be given 

on the conditions that: 
(a) The loan guarantee is no more 

than 80 percent of the principal 
amount, which shall exclude any and 
all charges and fees; 

(b) The guarantee is limited to the 
outstanding loan repayment obligation 
of the borrower and does not extend to 
guaranteeing that the guaranteed lend-
er will remit to a holder, loan pay-
ments made by the borrower; 

(c) The interest rate must be fixed 
and must be the same or lesser for the 
guaranteed loan amount or the respec-
tive guaranteed loan portion amount 

or the respective guaranteed amount 
equivalent, as the case may be, and 
unguaranteed loan amount or the re-
spective unguaranteed loan portion 
amount or the respective 
unguaranteed-amount equivalent, as 
the case may be; 

(d) The entire loan will be secured by 
the same security with equal lien pri-
ority for the guaranteed loan amount 
or the respective guaranteed loan por-
tion amount or the respective guaran-
teed-amount equivalent, as the case 
may be, and unguaranteed loan amount 
or the respective unguaranteed loan 
portion amount or the respective 
unguaranteed-amount equivalent, as 
the case may be; 

(e) The unguaranteed loan amount or 
the respective unguaranteed loan por-
tion amount or the respective 
unguaranteed-amount equivalent, as 
the case may be, will neither be paid 
first nor given any preference or pri-
ority over the guaranteed loan amount 
or the respective guaranteed loan por-
tion amount or the respective guaran-
teed-amount equivalent, as the case 
may be; 

(f) Prior written approval is obtained 
from the Agency for any assignment by 
the guaranteed lender. Any assignment 
shall entitle the holder to all of the 
guaranteed lender’s rights but shall 
maintain the guaranteed lender respon-
sible for servicing the entire loan; 

(g) The borrower, its principal offi-
cers, members of the borrower’s board 
of directors and members of the imme-
diate families of said officials shall not 
be a holder of the guaranteed lender’s 
loan; 

(h) The Agency will not guarantee 
any loan under this subpart that pro-
vides for a balloon payment of prin-
cipal or interest at the final maturity 
date of the loan or for the payment of 
interest on interest; 

(i) All loan guarantee documents be-
tween the Agency and the guaranteed 
lender are prepared by the Agency; and 

(j) The guaranteed loan agreement 
between the borrower and the lender 
shall be subject to Agency approval. 
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