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RUS has received a fully executed 
counterpart of the grant agreement. 

§ 1783.11 What is the revolving loan 
fund? 

The grant recipient shall establish 
and maintain a revolving loan fund for 
the purposes set forth in § 1783.12. The 
revolving loan fund shall be comprised 
of revolving loan fund grant funds and 
the grant recipient’s contributed funds. 
All revolving loan fund loans made to 
loan recipients shall be drawn from the 
revolving loan fund. All revolving loan 
fund loans shall be serviced and the re-
volving loan fund maintained, in ac-
cordance with this part and applicable 
law. 

§ 1783.12 What are eligible uses of 
grant proceeds? 

(a) Grant proceeds shall be used sole-
ly for the purpose of establishing the 
revolving loan fund to provide loans to 
eligible entities for: 

(1) Pre-development costs associated 
with proposed water and wastewater 
projects or with existing water and 
wastewater systems, and 

(2) Short-term costs incurred for re-
placement equipment, small-scale ex-
tension of services, or other small cap-
ital projects that are not part of the 
regular operations and maintenance 
activities of existing water and waste-
water systems. 

(b) A grant recipient may not use 
grant funds in any manner inconsistent 
with the terms of the grant agreement. 

§ 1783.13 What administrative ex-
penses may be funded with grant 
proceeds? 

RFP grant funds may not be used for 
any purposes not described in § 1783.12, 
including, without limitation, payment 
or reimbursement of any of the grant 
recipient’s administrative costs or ex-
penses. Administrative expenses may, 
however, be paid or reimbursed from 
revolving loan fund assets that are not 
RFP grant funds, including revolved 
funds and cash originally contributed 
by the grant recipient. 

Subpart C—Revolving Fund 
Program Loans 

§ 1783.14 What are the eligibility cri-
teria for RFP loan recipients? 

(a) A loan recipient must be an eligi-
ble entity as defined in § 1783.3. 

(b) The loan recipient must be unable 
to finance the proposed project from 
their own resources or through com-
mercial credit at reasonable rates and 
terms. 

(c) The loan recipient must have or 
will obtain the legal authority nec-
essary for owning, constructing, oper-
ating and maintaining the proposed 
service or facility, and for obtaining, 
giving security for, and repaying the 
proposed loan. 

(d) The project funded by the pro-
ceeds of an RFP loan must be located 
in, or the services provided as the re-
sult of such project must benefit, rural 
areas. 

§ 1783.15 What are the terms of RFP 
loans? 

(a) RFP loans under this part— 
(1) Shall have an interest rate that is 

determined by the grant recipient and 
approved by RUS; 

(2) Shall have a terms not to exceed 
10 years; and 

(3) Shall not exceed the lesser of 
$100,000 or 75 percent of the total cost 
of a project. The total outstanding bal-
ance for all loans under this program 
to any one entity shall not exceed 
$100,000. 

(b) The grant recipient must set forth 
the RFP loan terms in written docu-
mentation signed by the loan recipient. 

(c) Grant recipients must develop and 
use RFP loan documentation that con-
forms to the terms of this part, the 
grant agreement, and the laws of the 
state or states having jurisdiction. 

§ 1783.16 How will the loans given 
from the revolving fund be serv-
iced? 

The grant recipient shall be respon-
sible for servicing all loans, to include 
preparing loan agreements, processing 
loan payments, reviewing financial 
statements and debt reserves balances, 
and other responsibilities such as en-
forcement of loan terms. Loan serv-
icing will be in accordance with the 
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work plan approved by the Agency 
when the grant is awarded for as long 
as any loan made in whole or in part 
with Agency grant funds is out-
standing. 

PART 1785—LOAN ACCOUNT 
COMPUTATIONS, PROCEDURES 
AND POLICIES FOR ELECTRIC 
AND TELEPHONE BORROWERS 

Subpart A [Reserved] 

Subpart B—RUS Cushion of Credit Account 
Computations and Procedures 

Sec. 
1785.66 General. 
1785.67 Definitions. 
1785.68 Establishing an RUS cushion of 

credit payment account. 
1785.69 Cushion of credit payment account 

computations. 
1785.70 Application of RETRF cushion of 

credit payments. 

AUTHORITY: 7 U.S.C. 901 et seq.; Title I, 
Subtitle D, sec. 1403, Omnibus Budget Rec-
onciliation Act of 1987, Pub. L. 100–203; Pub. 
L. 103–354, 108 Stat. 3178 (7 U.S.C. 6941 et 
seq.). 

Subpart A [Reserved] 

Subpart B—RUS Cushion of Credit 
Account Computations and 
Procedures 

SOURCE: 54 FR 13669, Apr. 5, 1989, unless 
otherwise noted. 

§ 1785.66 General. 
This subpart B sets forth policies and 

procedures on the RUS cushion of 
creditpayments program. The cushion 
of credit payments program will be 
maintained only for insured loans evi-
denced by obligations of the Fund. A 
subaccount within the Fund is hereby 
established for purposes of promoting 
rural economic development. It shall 
be known as the ‘‘Rural Economic De-
velopment Subaccount.’’ The assets of 
the subaccount shall be obtained from 
crediting (on a monthly basis) a sum 
determined by multiplying the out-
standing cushion of credit payments 
made after October 1, 1987, by the dif-
ference (converted on a monthly basis) 
between the average weighted interest 

rate paid on outstanding certificates of 
beneficial ownership issued by the 
Fund and the 5 percent rate of interest 
provided to borrowers on cushion of 
credit payments, repayment of loans 
made pursuant to Section 313 of the 
Act, and other sources as provided by 
law. This subaccount shall be used to 
provide grants or zero interest loans to 
borrowers under the Act for the pur-
pose of promoting rural economic de-
velopment. 

§ 1785.67 Definitions. 
Accumulated (deferred) interest means 

interest allowed to accumulate up to, 
and including, the basis date of RUS 
notes covering loans approved before 
June 5, 1957. The accumulated interest 
is payable in equal periodic install-
ments over the remaining life of the 
notes. 

Act means the Rural Electrification 
Act of 1936, as amended (7 U.S.C. 901 et 
seq.). 

Advance payment means a voluntary 
unscheduled payment on an RUS note, 
made prior to October 2, 1987, credited 
to the advance payment account of a 
borrower. 

Cushion of Credit Payment means a 
voluntary unscheduled payment on an 
RUS note made after October 1, 1987, 
credited to the cushion of credit ac-
count of a borrower. 

Current interest means interest pay-
able periodically as it accrues. 

Fund means the Rural Electrification 
and Telephone Revolving Fund estab-
lished pursuant to the Act. 

Interest credit means interest earned 
on balances in advance payment or 
cushion of credit accounts. Since the 
periodic installments are established 
by the terms of the notes, the interest 
credits cannot serve to change the 
total amount of each installment; 
therefore, an amount equal to the in-
terest credits is added to the principal 
installment due. On receipt of the full 
installments, amounts equal to the in-
terest credits (the principal offsets) are 
added to the respective advance pay-
ment accounts. 

Prepayment means a voluntary un-
scheduled payment which the borrower 
instructs RUS to apply directly and 
immediately to the principal of an RUS 
note. 
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