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§1735.18

not be made for the same purposes as
in the rescinded loan, except as pro-
vided in §1735.47.

[64 FR 13351, Apr. 3, 1989. Redesignated at 55
FR 39395, Sept. 27, 1990, as amended at 58 FR
66253, Dec. 20, 1993; 62 FR 46870, Sept. 5, 1997;
65 FR 42619, July 11, 2000; 84 FR 59921, Nov. 7,
2019]

§1735.18 Additional equity.

If determined by the Administrator
to be necessary for loan security, a bor-
rower applying for an initial loan shall
increase its net worth as a percentage
of assets to the highest level recorded,
not to exceed 40 percent, at the end of
any calendar quarter in the period be-
ginning 2 years prior to the receipt by
RUS of the borrower’s loan application
form (RUS Form 490). This restoration
to the higher level of net worth shall
take place before RUS will determine
the feasibility of the proposed loan.

§1735.19 Mergers and consolidations.

RUS does not make loans for the sole
purpose of merging or consolidating
telephone organizations. After a merg-
er or consolidation, RUS will consider
making loans to the telephone system
to finance the improvement or exten-
sion of telephone service in rural areas.
See RUS Bulletins 320-4, 321-2, 325-1,
and 326-1.

§1735.20 Acquisitions.

(a) RUS finances the acquisition by a
borrower of another system, lines, or
facilities only when the acquisition is
necessary and incidental to furnishing
or improving rural telephone service.
See 7T CFR 1735.13.

(b) RUS determines the amount it
will lend for each acquisition. If the ac-
quisition price exceeds this amount,
the borrower shall provide the remain-
der.

(c) For additional policies on acquisi-
tions, see subpart F through J of this
part.

[64 FR 13351, Apr. 3, 1989. Redesignated at 55
FR 39395, Sept. 27, 1990, as amended at 58 FR
66253, Dec. 20, 1993]

§1735.21 Refinancing loans.

(a) Any new direct or guaranteed
loan authority provided under the RE
Act may be used to refinance an out-
standing obligation of the applicant on

7 CFR Ch. XVII (1-1-25 Edition)

another loan made under Titles II and
VI of the RE Act, or on a non-RUS loan
if that loan would have been for eligi-
ble telecommunications purposes under
the RE Act provided that:

(1) The applicant is current with its
payments on the RUS loan(s) to be refi-
nanced; and

(2) The amortization period for that
portion of the loan request that will be
needed for refinancing will not exceed
the remaining amortization period for
the loan(s) to be refinanced. If multiple
notes are being refinanced, an average
remaining amortization period will be
calculated based on the weighted dollar
average of the notes being refinanced.

(b) The amount that can be refi-
nanced will be included in the funding
opportunity announcement that will
open a funding window based on the
funds authorized for any given fiscal
year.

[86 FR 50608, Sept. 10, 2021]

§1735.22 Loan security.

(a) RUS makes loans only if, in the
judgment of the Administrator, the se-
curity therefor is reasonably adequate
and the loan will be repaid within the
time agreed. See 7 CFR 1735.18 and 7
CFR 1735.51.

(b) RUS generally requires that bor-
rowers provide it with a first lien on all
of the borrower’s property. See 7 CFR
1735.46.

(c) The RUS will consider Govern-
ment-imposed fees related to emer-
gency communications (including
State or local 911 fees) which are
pledged to the repayment of a loan as
security.

(d) In the case of loans that include
the financing of telephone facilities
that do not constitute self-contained
operating systems or units (such as
lines switched by other systems), the
borrower shall, in addition to the mort-
gage lien on all of the borrower’s tele-
phone facilities, furnish adequate as-
surance, in the form of contractual or
other security arrangements, that con-
tinuous and efficient telephone service
will be rendered.

(e) The borrower shall provide RUS
with a satisfactory Area Coverage Sur-
vey. See 7T CFR 1737.30 and 1737.31.
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