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merger. These letters must include the
actual corporate name, address, and
taxpayer identification number of all
parties to the proposed merger. The
transmittal letters must be signed
originals on corporate letterhead stationery.
(b) Resolutions from the boards of directors of all borrowers and non-borrowers
who are parties to the proposed merger. This document is the formal request
by each entity for RUS approval of the
proposed merger. The board resolution
must include a description of the proposed merger, including timeframes,
and authorization for RUS to release
appropriate information to supplemental or other lenders, and for these
lenders to release appropriate information to RUS. Each board resolution
must be a certified original.
(c) Evidence that the proposed merger
will result in a viable entity, and that
the security of outstanding RUS loans
will not be adversely affected by the
action. This evidence shall include financial forecasts, and any available
studies such as net present value analyses covering a period of not less than
10 years from the effective date of the
merger, as well as information about
any threatened actions by other parties that could adversely affect the financial condition of any of the parties
to the proposed merger, or of the successor. Such threatened actions may
include annexations or other actions
affecting service territory, loads, rates
or other such matters.
(d) Regulatory information about pending federal or state proceedings pertaining to any of the parties that could
have material effects on the successor.
(e) Rate information. Distribution and
power supply borrowers shall submit
schedules of proposed rates after the
merger, including the effects of the
proposed action on rates and the status
of any pending rate cases before a state
regulatory authority. The rates of
power supply borrowers are subject to
RUS approval. If rates are not projected to change after the merger, a
statement to that effect will suffice.
(f) Area coverage and line extension
policies. If any distribution systems are
parties to the proposed merger, a statement of proposed area coverage and

line extension policies for the successor.
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Application process.

(a) Borrowers are responsible for ensuring that their applications for RUS
approval of a merger are complete and
sound in form and substance when they
are submitted to RUS. After submitting an application, borrowers shall
promptly notify RUS of any changes or
events that materially affect the application or any information in the application.
(b) In reviewing borrower requests for
approval of mergers, RUS will consider
the likely effects of the action on the
ability of the successor to provide reliable electric service at reasonable cost
to RE Act beneficiaries and on the security of outstanding RUS loans.
Among the factors RUS will consider
are whether the proposed merger is
likely to:
(1) Contribute to greater operating
efficiency and financial soundness;
(2) Mitigate high electric rates and or
rate disparity;
(3) Help borrowers to diversify their
loads or otherwise hedge risks;
(4) Have beneficial effects on rural
economic development in the community served by the borrower, such as diversifying the economic base or alleviating unemployment; and
(5) Provide other benefits consistent
with the purposes of the RE Act.
(c) RUS will not approve a merger if,
in the sole judgment of the Administrator, such action is likely to have an
adverse effect on the credit quality of
outstanding loans made or guaranteed
by the Government. RUS will thoroughly review each request for approval of such action, including review
of the feasibility and security of outstanding Government loans according
to the standards in 7 CFR 1710.112 and
1710.113, respectively, and in other RUS
regulations.
(d) RUS will keep the borrowers apprised of the progress of their applications.
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