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(7) The latest audited financial state-
ments for any nonborrowers involved.

(e) If the information in (d) of this
section is acceptable to RUS, the bor-
rower may proceed with the closing.

(Approved by the Office of Management and
Budget under control number 0572-0084)

§1735.91 Location of facilities.

Telephone facilities to be acquired
must be located so that they can be ef-
ficiently operated by the borrower and
provide adequate security for the RUS
loan.

§1735.92 Accounting considerations.

(a) Proper accounting shall be ap-
plied to all acquisitions and mergers,
as required by the regulatory commis-
sion having jurisdiction, or in the ab-
sence of such a commission, as required
by RUS based on Generally Accepted
Accounting Principles or other ac-
counting conventions as deemed nec-
essary by RUS.

(b) If RUS determines that the plant
accounts are not properly depreciated,
the borrower should adjust its depre-
ciation rates. Depending upon the char-
acteristics of the case, commission ju-
risdiction and requirements, and simi-
lar factors, one of the following actions
shall be taken:

(1) In states where commission ap-
proval of depreciation rates is required,
a covenant shall be included in the
loan contract that requires the bor-
rower to:

(i) Have the consulting engineer
make an original cost less depreciation
inventory and appraisal of retained
plant as part of the final inventory,
and

(ii) Request commission approval of
adjustments to its records on the basis
of this inventory.

(2) In states where commission ap-
proval is not required, informal discus-
sions between RUS and the borrower
may be undertaken to reach satisfac-
tory voluntary adjustments. If this
does not resolve the situation to RUS’s
satisfaction, a covenant similar to that
in paragraph (b)(1)(i) of this section
shall be included in the loan contract
and the borrower shall agree to submit
evidence satisfactory to the Adminis-
trator that it has adjusted its records
on the basis of the inventory.
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§1735.93 Notes.

Substitute notes may be required in
the case of an acquisition or merger,
regardless of the source of funds.

§1735.94 Final approval and closing
procedure.

(a) Legal documents relating to the
acquisition or merger, including copies
of required franchises, commission or-
ders, permits, licenses, leases, title evi-
dence, corporate proceedings, and con-
tracts to be assigned to the purchaser
shall be forwarded to the Area Office
prior to closing.

(b) The Administrator will not give
final approval to any acquisition or
merger until all RUS requirements re-
lating to the transactions are satisfied.

(c) Following the Administrator’s
final approval of the proposal, the Area
Office shall inform the borrower in
writing of the necessary legal and
other actions required for the advance
of loan funds to finance the acquisi-
tion, including the submission, in form
and substance satisfactory to the Ad-
ministrator, of (1) all information and
documents necessary to demonstrate
that the transaction has been com-
pleted, and (2) all loan contracts, notes,
mortgages, and related documents and
materials required by RUS.

(d) Deeds reflecting the change in
ownership, executed bills of sale, and
opinions of counsel shall be forwarded
to the Area Office following closing.

(e) RUS will not advance loan funds
to furnish or improve service in the ac-
quired or merged areas until the Ad-
ministrator has given final approval
and the transaction has been closed.
RUS may, however, advance funds if it
determines that loan security will not
be jeopardized.

(f) At the discretion of RUS, a GFR
may be present at the closing to assist
the borrower and protect the interests
of RUS. Under certain circumstances
the closing may take place prior to
RUS granting final approval for the
transaction and the execution of
amended loan security documents.

§1735.95 Unadvanced loan funds.

(a) The unadvanced loan funds of a
borrower that will not be a survivor of
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an acquisition or merger shall be ad-
vanced only to the survivor and only
under the following circumstances.

(1) If the funds are to be used for pur-
poses approved in prior loans, the funds
shall be advanced after the effective
date of the proposed action only when
all loan contract prerequisites have
been met and documents have been
submitted in form and substance satis-
factory to the Administrator.

(2) If the funds are to be used for new
purposes, then in addition to the re-
quirements in (a)(1) of this section,
RUS must also approve the change in
purpose.

(b) No loan or other money in the
construction fund shall be used to fi-
nance facilities outside areas to be
served by projects approved by RUS.

§§1735.96-1735.99 [Reserved]

Subpart J—Toll Line Acquisitions

§1735.100 Use of loan funds.

An acquisition of toll line facilities
financed with loan funds must be nec-
essary and incidental, as determined by
the Administrator, to furnishing or im-
proving telephone service in rural
areas. The borrower shall submit to
RUS the acquisition agreement, the
original cost less depreciation of the
facilities, any concurrences with the
connecting companies involved, and a
detailed inventory of the facilities to
be purchased. The borrower must sub-
mit to RUS evidence, satisfactory to
the Administrator, of the borrower’s
ownership of the toll line facilities be-
fore loan funds for improvement of
those facilities will be advanced.

[64 FR 14626, Apr. 12, 1989. Redesignated at 55
FR 39395, Sept. 27, 1990]

§1735.101 With nonloan funds.

When an acquisition is limited to toll
line facilities and loan funds are not in-
volved, RUS approval of the acquisi-
tion is not required. The borrower,
however, shall submit to RUS for its
approval all concurrences with the con-
necting companies involved and any
other proof of ownership of the toll fa-
cilities required by RUS.

[64 FR 14626, Apr. 12, 1989. Redesignated at 55
FR 39395, Sept. 27, 1990]
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Subpart A—General

Sec.

1737.1 General statement.

1737.2 Definitions.

1737.3 Availability of RUS forms.
1737.4-1737.9 [Reserved]

Subpart B—Preapplication Stage

1737.10 Initial contact.
1737.11 Preapplication determinations.
1737.12-1737.19 [Reserved]

Subpart C—The Loan Application

1737.20 [Reserved]

1737.21 The completed loan application.
1737.22 Supplementary information.
1737.23-1737.29 [Reserved]

Subpart D—Preloan Studies—Area
Coverage Survey and Loan Design

1737.30 General.

1737.31 Area Coverage Survey (ACS).
1737.32 Loan Design (LD).
1737.33-1737.39 [Reserved]

Subpart E—Interim Financing of
Construction of Telephone Facilities

1737.40 General.

1737.41 Procedure for obtaining approval.
1737.42 Procedure for construction.
1737.43-1737.49 [Reserved]

Subpart F—Review of Application
Procedures

1737.50 Review of completed loan applica-
tion.

1737.561 Approval of loan design.

1737.52-1737.59 [Reserved]

Subpart G—Project Cost Estimation
Procedures

1737.60 Telephone loan budget.

1737.61 Cost allocation for
nonrural areas.

1737.62-1737.69 [Reserved]

rural and

Subpart H—Feasibility Determination
Procedures

1737.70 Description of feasibility study.
1737.71 Interest rate to be considered for the

purpose of assessing feasibility for loans.
1737.72-1737.79 [Reserved]
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