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Rural Utilities Service, USDA § 1780.83 

§ 1780.81 Policies related to use of 
bond counsel. 

The applicant is responsible for prep-
aration of bonds and bond transcript 
documents. The applicant will obtain 
the services and opinion of recognized 
bond counsel experienced in municipal 
financing with respect to the validity 
of a bond issue, except for issues of 
$100,000 or less. With prior approval of 
the approval official, the applicant 
may elect not to use bond counsel. 
Such issues will be closed in accord-
ance with the following: 

(a) The applicant must recognize and 
accept the fact that application proc-
essing may require additional legal and 
administrative time; 

(b) It must be established that not 
using bond counsel will produce signifi-
cant savings in total legal costs; 

(c) The local attorney must be able 
and experienced in handling this type 
of legal work; 

(d) The applicant must understand 
that it will likely have to obtain an 
opinion from bond counsel at its ex-
pense should the Agency require refi-
nancing of the debt; 

(e) Bonds will be prepared in accord-
ance with this regulation and conform 
as closely as possible to the preferred 
methods of preparation stated in 
§ 1780.94; and 

(f) Closing instructions must be 
issued by OGC. 

§ 1780.82 [Reserved] 

§ 1780.83 Bond transcript documents. 
Any questions relating to Agency re-

quirements should be discussed with 
Agency representatives. Bond counsel 
or local counsel, as appropriate, must 
furnish at least two complete sets of 
the following to the applicant, who will 
furnish one complete set to the Agen-
cy: 

(a) Copies of all organizational docu-
ments; 

(b) Copies of general incumbency cer-
tificate; 

(c) Certified copies of minutes or ex-
cerpts from all meetings of the gov-
erning body at which action was taken 
in connection with the authorizing and 
issuing of the bonds; 

(d) Certified copies of documents evi-
dencing that the applicant has com-

plied fully with all statutory require-
ments incident to calling and holding a 
favorable bond election, if one is nec-
essary; 

(e) Certified copies of the resolutions, 
ordinances, or other documents such as 
the bond authorizing resolutions or or-
dinances and any resolution estab-
lishing rates and regulating use of fa-
cility, if such documents are not in-
cluded in the minutes furnished; 

(f) Copies of the official Notice of 
Sale and the affidavit of publication of 
the Notice of Sale when State statute 
requires a public sale; 

(g) Specimen bond, with any attached 
coupons; 

(h) Attorney’s no-litigation certifi-
cate; 

(i) Certified copies of resolutions or 
other documents pertaining to the 
bond award; 

(j) Any additional or supporting doc-
uments required by bond counsel; 

(k) For loans involving multiple ad-
vances of Agency loan funds, a prelimi-
nary approving opinion of bond counsel 
(or local counsel if no bond counsel is 
involved) if a final unqualified opinion 
cannot be obtained until all funds are 
advanced. The preliminary opinion for 
the entire issue shall be delivered at or 
before the time of the first advance of 
funds. It will state that the applicant 
has the legal authority to issue the 
bonds, construct, operate and maintain 
the facility, and repay the loan, subject 
only to changes occurring during the 
advance of funds, such as litigation re-
sulting from the failure to advance 
loan funds, and receipt of closing cer-
tificates; 

(l) Final unqualified approving opin-
ion of bond counsel, (and preliminary 
approving opinion, if required) or local 
counsel if no bond counsel is involved, 
including an opinion as to whether in-
terest on bonds will be exempt from 
Federal and State income taxes. With 
approval of the State program official, 
a final opinion may be qualified to the 
extent that litigation is pending relat-
ing to Indian claims that may affect 
title to land or validity of the obliga-
tion. It is permissible for such opinion 
to contain language referring to the 
last sentence of section 306 (a)(1) or to 
section 309A (h) of the Consolidated 
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Farm and Rural Development Act (7 
U.S.C. 1926 (a)(1) or 1929a (h)). 

§§ 1780.84–1780.86 [Reserved] 

§ 1780.87 Permanent instruments for 
Agency loans. 

Agency loans will be evidenced by an 
instrument determined legally suffi-
cient and in accordance with the fol-
lowing order of preference: 

(a) First preference—Form RD 440–22, 
‘‘Promissory Note’’. Refer to paragraph 
(b) of this section for methods of var-
ious frequency payment calculations. 

(b) Second preference—single instru-
ments with amortized installments. A sin-
gle instrument providing for amortized 
installments which follows Form RD 
440–22 as closely as possible. The full 
amount of the loan must show on the 
face of the instrument, and there must 
be provisions for entering the date and 
amount of each advance on the reverse 
or an attachment. When principal pay-
ments are deferred, the instrument will 
show that ‘‘interest only’’ is due on in-
terest-only installment dates, rather 
than specific dollar amounts. The pay-
ment period including the ‘‘interest 
only’’ installment cannot exceed 40 
years, the useful life of the facility, or 
State statute limitations, whichever 
occurs first. The amortized install-
ment, computed as follows, will be 
shown as due on installment dates 
thereafter. 

(1) Monthly payments. Multiply by 
twelve the number of years between 
the due date of the last interest-only 
installment and the final installment 
to determine the number of monthly 
payments. When there are no interest- 
only installments, multiply by twelve 
the number of years over which the 
loan is amortized. Then multiply the 
loan amount by the amortization fac-
tor and round to the next higher dollar. 

(2) Semiannual payments. Multiply by 
two the number of years between the 
due date of the last interest-only in-
stallment and the due date of the final 
installment to determine the correct 
number of semiannual periods. When 
there are no interest-only install-
ments, multiply by two the number of 
years over which the loan is amortized. 
Then multiply the loan amount by the 
applicable amortization factor. 

(3) Annual payments. Subtract the due 
date of the last interest-only install-
ment from the due date of the final in-
stallment to determine the number of 
annual payments. When there are no 
interest-only installments, the number 
of annual payments will equal the 
number of years over which the loan is 
amortized. Then multiply the loan 
amount by the applicable amortization 
factor and round to the next higher 
dollar. 

(c) Third preference—single instruments 
with installments of principal plus inter-
est. If a single instrument with amor-
tized installments is not legally per-
missible, use a single instrument pro-
viding for installments of principal 
plus interest accrued on the principal 
balance. For bonds with semiannual in-
terest and annual principal, the inter-
est is calculated by multiplying the 
principal balance times the interest 
rate and dividing this figure by two. 
Principal installments are to be sched-
uled so that total combined interest 
and principal payments closely approx-
imate amortized payments. 

(1) The repayment terms concerning 
interest only installments described in 
paragraph (b) of this section apply. 

(2) The instrument shall contain in 
substance provisions indicating: 

(i) Principal maturities and due 
dates; 

(ii) Regular payments shall be ap-
plied first to interest due through the 
next principal and interest installment 
due date and then to principal due in 
chronological order stipulated in the 
bond; and 

(iii) Payments on delinquent ac-
counts will be applied in the following 
sequence: 

(A) Billed delinquent interest; 
(B) Past due interest installments; 
(C) Past due principal installments; 
(D) Interest installment due; and 
(E) Principal installment due. 
(d) Fourth preference—serial bonds 

with installments of principal plus inter-
est. If instruments described under the 
first, second, and third preferences are 
not legally permissible, use serial 
bonds with a bond or bonds delivered in 
the amount of each advance. Bonds will 
be numbered consecutively and deliv-
ered in chronological order. Such bonds 
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