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(1) An opinion of counsel from the 
successor addressing, among other 
things, any pending litigation, proper 
authorization and consummation of 
the merger, proper filing and perfec-
tion of RUS’ security interest, and all 
approvals required by law. RUS will 
provide the form of the opinion of 
counsel to the successor; 

(2) A letter signed by the manager of 
the successor advising RUS of the ef-
fective date of the merger; the cor-
porate name, address, and phone num-
ber; the names of the officers of the 
successor; and the taxpayer identifica-
tion number; and 

(3) Evidence of proper filing and per-
fection of RUS’ security interest, as in-
structed by RUS, and an executed loan 
contract. 

§ 1717.153 Transitional assistance. 
RUS recognizes that short-term fi-

nancial stresses can follow even the 
most beneficial mergers. To help sta-
bilize electric rates, enhance the credit 
quality of outstanding loans made or 
guaranteed by the Government, and 
otherwise ease the transition period be-
fore the long-term efficiencies and 
economies of a merger can be realized, 
RUS may approve one or more types of 
transitional assistance to a successor 
under the conditions set forth in this 
part. 

§ 1717.154 Transitional assistance in 
connection with new loans. 

Requests for transitional assistance 
in connection with new loans may be 
submitted to RUS no later than the 
loan application. 

(a) Loan processing priority. (1) RUS 
loans are generally processed in chron-
ological order based on the date the 
complete application is received in the 
regional or division office. At the bor-
rower’s request, RUS may offer loan 
processing priority for the first loan to 
a successor, provided that the loan is 
approved by RUS not later than 5 years 
after the effective date of the merger. 
In considering the request, the Admin-
istrator will take into account, among 
other factors, the amount of the loan 
application, whether there is a signifi-
cant backlog in pending loan applica-
tions, the impact that loan priority 
would have on the backlog, the savings 

and efficiencies to be realized from the 
merger and the relative importance of 
loan priority to facilitating the merg-
er. The Administrator may, in his or 
her sole discretion, grant or decline to 
grant priority, or grant priority for a 
limited amount of the loan application 
while deferring for later consideration 
the remainder of the application. 

(2) For any subsequent loans ap-
proved during those 5 years, RUS may 
offer loan processing priority. In re-
viewing requests for loan processing 
priority on subsequent loans, RUS will 
consider the loan authority for the fis-
cal year, the borrower’s projected cash 
flows, its electric rates and rate dis-
parity, and the likely mitigation ef-
fects of priority loan processing. See 7 
CFR 1710.108 and 1710.119. 

(3) Loan processing priority is avail-
able following any merger where at 
least one of the merging parties is an 
active borrower. 

(b) Supplemental financing.(1) RUS 
generally requires that an applicant for 
a municipal rate loan obtain a portion 
of its debt financing from a supple-
mental source without an RUS guar-
antee. See 7 CFR 1710.110. RUS will, at 
the borrower’s request, waive the re-
quirement to obtain supplemental fi-
nancing for the first RUS loan ap-
proved after the effective date if that 
first loan is a municipal rate loan 
whose loan period does not exceed 2 
years, and the loan is approved by RUS 
not later than 5 years after the effec-
tive date. For any subsequent loans ap-
proved during these 5 years, or if the 
borrower requests a loan period longer 
than 2 years, RUS may, subject to the 
availability of loan funds, waive or re-
duce the amount of supplemental fi-
nancing required. In reviewing requests 
to reduce or waive supplemental fi-
nancing on subsequent loans or on 
loans with a loan period longer than 2 
years, RUS will consider the dif-
ferences in interest rates between RUS 
and supplemental loans and the im-
pacts of this difference on the bor-
rower’s projected cash flows and its 
electric rates and rate disparity. If sig-
nificant differences would result, the 
waiver will be granted. 

(2) Waiver of supplemental financing 
may be available if: 
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(i) All parties to the merger are ac-
tive distribution borrowers, or 

(ii) At least one of the merging par-
ties is an active distribution borrower, 
all merging parties are either active 
distribution borrowers or former dis-
tribution borrowers, and the merger is 
effective after December 19, 1996. 

(c) Reimbursement of general funds and 
interim financing. (1) Borrowers may re-
quest RUS loan funds to reimburse 
general funds and/or interim financing 
used to finance equipment and facili-
ties included in a RUS approved con-
struction work plan or amendment if 
the construction was completed imme-
diately preceding the current loan pe-
riod. This reimbursement period is gen-
erally limited to 24 months. See 7 CFR 
1710.109. RUS may, in connection with 
the first RUS loan approved after the 
effective date, approve a reimburse-
ment period of up to 48 months prior to 
the current loan period if the loan is 
approved not later than 5 years after 
the effective date. In reviewing re-
quests for this longer reimbursement 
period, RUS will consider the stresses 
that the transaction and other costs of 
entering into the merger places on the 
borrower’s rates and cash flows, and 
the mitigating effects of more generous 
reimbursement. 

(2) A longer reimbursement period 
may be available if: 

(i) All parties to the merger are ac-
tive distribution borrowers, or 

(ii) At least one of the merging par-
ties is an active distribution borrower, 
all merging parties are either active 
distribution borrowers of former dis-
tribution borrowers, and the merger is 
effective after December 19, 1996. 

[61 FR 66871, Dec. 19, 1996, as amended at 67 
FR 58322, Sept. 16, 2002] 

§ 1717.155 Transitional assistance af-
fecting new and preexisting loans. 

Requests for transitional assistance 
affecting new and preexisting loans 
must be received by RUS no later than 
2 years after the effective date. 

(a) Section 12 deferments. (1) Section 12 
of the RE Act (7 U.S.C. 912) allows RUS 
to extend the time of payment of inter-
est or principal of RUS loans. Section 
12 deferments do not extend the final 
maturity of the loan; lower payments 
during the deferment period result in 

higher payments later. Therefore, RUS 
may approve a Section 12 deferment of 
loan payments of up to 5 years only if 
such deferments will help to avoid sub-
stantial increases in retail electric 
rates during the transition period, 
without placing borrowers in financial 
stress after the deferment period. 

(2) Section 12 deferment may be 
available following any merger where 
at least one of the merging parties is 
an active borrower. 

(b) Coverage ratios. Required levels for 
coverage ratios are set forth in 7 CFR 
1710.114 and in the loan documents. 
RUS may approve a plan, on a case by 
case basis, that provides for a phase-in 
period for these coverage ratios of up 
to 5 years from the effective date. 
Under such a plan the successor would 
be permitted to project and achieve 
lower levels for one or more of these 
coverage ratios during the phase-in pe-
riod. 

(1) A phase-in plan for coverage ra-
tios must provide a pro forma level for 
each ratio during each year of the 
phase-in period and be supported by a 
financial forecast covering a period of 
not less than 10 years from the effec-
tive date of the merger. The plan must 
demonstrate that a minimum TIER 
level of 1.00 will be achieved in each 
year, that trends will be generally fa-
vorable, that the borrower will achieve 
the levels required in its loan docu-
ments and RUS regulations by the end 
of the phase-in period, and that these 
levels will be maintained in subsequent 
years. 

(2) In reviewing phase-in plans for 
coverage ratios, RUS will review rates, 
rate disparity, and likely mitigating 
effects of the proposed phase-in plan. 

(3) The borrower is responsible for ob-
taining approvals of supplemental 
lenders. 

(4) Upon RUS approval of a phase-in 
plan, the levels in that plan will be 
substituted for the levels required in 
the borrower’s preexisting loan docu-
ments and will be incorporated in any 
new loan or security documents. 

(5) A phase in plan for coverage ra-
tios may be available if: 

(i) All parties to the merger are ac-
tive distribution borrowers, or 

(ii) At least one of the merging par-
ties is an active distribution borrower, 
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