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1994—Subsecs. (a), (b)(4)(B). Pub. L. 103–354 sub-
stituted ‘‘Secretary’’ for ‘‘Administrator’’. 

1993—Subsec. (a)(2). Pub. L. 103–129, § 2(a)(2)(A), sub-
stituted ‘‘acquisition, purchase, and installation of 
telephone lines, systems, and facilities (other than 
buildings used primarily for administrative purposes, 
vehicles not used primarily in construction, and cus-
tomer premise equipment) related to the furnishing, 
improvement, or extension of rural telecommunica-
tions service’’ for ‘‘purposes of financing, or refinanc-
ing, the construction, improvement, expansion, acqui-
sition, and operation of telephone lines, facilities, or 
systems, in order to improve the efficiency, effective-
ness, or financial stability of borrowers financed under 
section 922 of this title and this section’’. 

Subsec. (b)(4). Pub. L. 103–129, § 2(a)(2)(B)(i), added 
par. (4) and struck out former par. (4) which related to 
adequacy of security and capacity for repayment of 
loans made under this section. 

Subsec. (b)(8)(A). Pub. L. 103–129, § 2(a)(2)(B)(ii), des-
ignated existing provisions as subpar. (A), substituted 
‘‘except for any prepayment penalty provided for in a 
loan agreement entered into before November 1, 1993’’ 
for ‘‘if such prepayment is not made later than Septem-
ber 30, 1988’’, and added subpar. (B). 

Subsec. (b)(9), (10). Pub. L. 103–129, § 2(a)(2)(B)(iii), 
added pars. (9) and (10). 

Subsec. (e). Pub. L. 103–129, § 2(a)(2)(C), added subsec. 
(e). 

1990—Subsec. (a). Pub. L. 101–624, § 2365, substituted 
‘‘shall make loans on behalf of the telephone bank, to 
the extent that there are qualifying applications there-
for, subject only to limitations as to amounts author-
ized for loans and advances as may be imposed by law 
enacted by the Congress of the United States for loans 
to be made in any one year, and’’ for ‘‘is authorized on 
behalf of the telephone bank to make loans,’’. 

Subsec. (b)(3)(B). Pub. L. 101–624, § 2367(b)(1), sub-
stituted ‘‘the date of enactment of this subparagraph’’ 
for ‘‘the date of enactment of this paragraph’’ in the 
original text before ‘‘advances’’, which was translated 
as ‘‘December 22, 1987’’, requiring no change in text. 

Subsec. (b)(3)(D)(ii). Pub. L. 101–624, § 2367(b)(2), in-
serted ‘‘For purposes of the calculation under this sub-
paragraph, such rate shall be zero.’’ 

Subsec. (b)(3)(E). Pub. L. 101–624, § 2367(b)(3), sub-
stituted ‘‘paragraph’’ for ‘‘subparagraph’’ after ‘‘of 
this’’. 

Subsec. (d). Pub. L. 101–624, § 2366, added subsec. (d). 
1987—Subsec. (b)(3). Pub. L. 100–203, § 1411(c), des-

ignated existing provisions as subpar. (A) and added 
subpars. (B) to (J). 

Subsec. (b)(4). Pub. L. 100–203, § 1412, inserted at end 
‘‘For purposes of determining the creditworthiness of a 
borrower for a loan under this paragraph, the Governor 
shall assume that the loan, if made, would bear interest 
at a rate equal to the average yield (on the date of the 
determination) on outstanding marketable obligations 
of the United States having a final maturity com-
parable to the final maturity of the loan.’’ 

Subsec. (b)(8). Pub. L. 100–203, § 1411(b)(1), added par. 
(8). 

1973—Subsec. (a). Pub. L. 93–32, § 8, inserted ‘‘or which 
have been certified by the Administrator to be eligible 
for such a loan or loan commitments,’’ preceding cl. (1) 
and inserted provision that loans and advances not be 
included in the totals of the budget of the United 
States Government and that such loans and advances 
be exempt from any general limitation imposed by 
statute expenditures and net lending (budget outlays) 
of the United States. 

Subsec. (b)(3). Pub. L. 93–32, § 9, substituted provisions 
for a ‘‘cost of money rate’’ of interest with a ‘‘not less 
than 5 per centum per annum’’ limit on such rate, for 
provisions for interest ‘‘at the highest rate which 
meets the requirements set forth in paragraph (4), con-
sistent with the borrower’s ability to pay such interest 
rate and with achievement of the objectives of this 
chapter’’ with a ‘‘not less than 4 per centum per 
annum’’ limit on such rate. 

EFFECTIVE DATE OF 1990 AMENDMENT 

Amendment by section 2367(b) of Pub. L. 101–624 effec-
tive as if included in chapter 2 [§§ 1411–1414] of subtitle 
D of title I of the Omnibus Budget Reconciliation Act 
of 1987, Pub. L. 100–203, see section 2368(b) of Pub. L. 
101–624, set out as a note under section 946 of this title. 

EFFECTIVE DATE OF 1973 AMENDMENT 

Amendment by Pub. L. 93–32 effective May 11, 1973, 
see section 12 of Pub. L. 93–32, set out as an Effective 
Date note under section 930 of this title. 

EFFECTIVE DATE 

Section effective May 7, 1971, see section 7 of Pub. L. 
92–12, set out as a note under section 921a of this title. 

CONGRESSIONAL FINDINGS COVERING INTEREST RATES 
AND LOAN PREPAYMENTS 

Pub. L. 100–203, title I, § 1411(a), Dec. 22, 1987, 101 Stat. 
1330–22, provided that: ‘‘Congress finds that— 

‘‘(1) overcharging of Rural Telephone Bank borrow-
ers has resulted in $179,000,000 in excess profits and 
has imperiled borrowers by raising costs to rate-
payers; 

‘‘(2) borrowers will be able to seek redress under 
section 408(b)(3)(G) of the Rural Electrification Act of 
1936 [subsec. (b)(3)(G) of this section], as added by 
subsection (c), or may leave the Rural Telephone 
Bank, but in no case may the Governor of the Bank 
issue regulations requiring any penalty from borrow-
ers seeking to retire debt prior to maturity; and 

‘‘(3) any reduction in Federal Government expendi-
tures in the operation of the Rural Telephone Bank, 
from borrowers’ conduct resulting from the imple-
mentation of the amendments made by subsections 
(b) and (c) [amending this section], should be included 
in all calculations of the budget of the United States 
Government, authorized under the Balanced Budget 
and Emergency Deficit Control Reaffirmation Act of 
1987 [title I of Pub. L. 100–119, see Short Title of 1987 
Amendment note set out under section 900 of Title 2, 
The Congress].’’ 

PREPAYMENT REGULATIONS 

Pub. L. 100–203, title I, § 1411(b)(2), Dec. 22, 1987, 101 
Stat. 1330–23, provided that: ‘‘The Governor of the 
Rural Telephone Bank shall issue regulations to carry 
out the amendment made by paragraph (1) [amending 
this section] within 30 days after the date of enactment 
of this Act [Dec. 22, 1987]. Such regulations shall imple-
ment the amendment made by paragraph (1) without 
the addition of any restrictions not set forth in such 
amendment.’’ 

§ 949. Telephone bank receipts; availability for 
obligations and expenditures 

Any receipts from the activities of the tele-
phone bank shall be available for all obligations 
and expenditures of the telephone bank. 

(May 20, 1936, ch. 432, title IV, § 409, as added 
Pub. L. 92–12, § 2, May 7, 1971, 85 Stat. 36.) 

EFFECTIVE DATE 

Section effective May 7, 1971, see section 7 of Pub. L. 
92–12, set out as a note under section 921a of this title. 

§ 950. Conversion of ownership, control, and op-
eration of telephone bank 

(a) Transfer of powers and authority from Sec-
retary of Agriculture to Telephone Bank 
Board; cessation of Presidential appointees 
as Board members and reduction in number 
of Board members; status of telephone bank 

Whenever fifty-one per centum of the maxi-
mum amount of class A stock issued to the 



Page 538 TITLE 7—AGRICULTURE § 950a 

United States and outstanding at any time after 
September 30, 1985, has been fully redeemed and 
retired pursuant to section 946(c) of this title— 

(1) the powers and authority of the Governor 
of the telephone bank granted to the Sec-
retary by this subchapter shall vest in the 
Telephone Bank Board, and may be exercised 
and performed through the Governor of the 
telephone bank, to be selected by the Tele-
phone Bank Board, and through such other 
employees as the Telephone Bank Board shall 
designate; 

(2) the five members of the Telephone Bank 
Board designated by the President pursuant to 
section 945(b)(1)(A) of this title shall cease to 
be members, and the number of Board mem-
bers shall be accordingly reduced to eight un-
less other provision is thereafter made in the 
bylaws of the telephone bank; 

(3) the telephone bank shall cease to be an 
agency of the United States, but shall con-
tinue in existence in perpetuity as an instru-
mentality of the United States and as a bank-
ing corporation with all of the powers and lim-
itations conferred or imposed by this sub-
chapter except such as shall have lapsed pur-
suant to the provisions of this subchapter. 

(b) Restrictions of section 948(a)(2) of this title 
inapplicable to loans upon redemption and 
retirement of class A stock 

When all class A stock has been fully re-
deemed and retired, loans made by the telephone 
bank shall not continue to be subject to the re-
strictions prescribed in the provisos to section 
948(a)(2) of this title. 

(c) Congressional review 

Congress reserves the right to review the con-
tinued operations of the telephone bank after all 
class A stock has been fully redeemed and re-
tired. 

(May 20, 1936, ch. 432, title IV, § 410, as added 
Pub. L. 92–12, § 2, May 7, 1971, 85 Stat. 36; amend-
ed Pub. L. 94–273, § 2(2), Apr. 21, 1976, 90 Stat. 375; 
Pub. L. 101–624, title XXIII, § 2363(b)(2), Nov. 28, 
1990, 104 Stat. 4043; Pub. L. 103–354, title II, 
§ 235(a)(11), Oct. 13, 1994, 108 Stat. 3221.) 

AMENDMENTS 

1994—Subsec. (a)(1). Pub. L. 103–354 substituted ‘‘Sec-
retary’’ for ‘‘Administrator of the Rural Electrification 
Administration’’. 

1990—Subsec. (a)(2). Pub. L. 101–624 substituted ‘‘sec-
tion 945(b)(1)(A) of this title’’ for ‘‘section 945(b) of this 
title’’. 

1976—Subsec. (a). Pub. L. 94–273 substituted ‘‘Septem-
ber’’ for ‘‘June’’. 

EFFECTIVE DATE 

Section effective May 7, 1971, see section 7 of Pub. L. 
92–12, set out as a note under section 921a of this title. 

§ 950a. Liquidation or dissolution of telephone 
bank 

In the case of liquidation or dissolution of the 
telephone bank, after the payment or retire-
ment, as the case may be, first, of all liabilities; 
second, of all class A stock at par; third, of all 
class B stock at par; fourth, of all class C stock 
at par; then any surpluses and contingency re-
serves existing on the effective date of liquida-

tion or dissolution of the telephone bank shall 
be paid to the holders of class A and class B 
stock issued and outstanding before the effec-
tive date of such liquidation or dissolution, pro 
rata. 

(May 20, 1936, ch. 432, title IV, § 411, as added 
Pub. L. 92–12, § 2, May 7, 1971, 85 Stat. 37.) 

EFFECTIVE DATE 

Section effective May 7, 1971, see section 7 of Pub. L. 
92–12, set out as a note under section 921a of this title. 

§ 950b. Borrower net worth 

Except as provided in subsection (b)(2) of sec-
tion 948 of this title, notwithstanding any other 
provision of law, a loan shall not be made under 
section 922 of this title to any borrower which 
during the immediately preceding year had a 
net worth in excess of 20 per centum of its assets 
unless the Secretary finds that the borrower 
cannot obtain such a loan from the telephone 
bank or from other reliable sources at reason-
able rates of interest and terms and conditions. 

(May 20, 1936, ch. 432, title IV, § 412, as added 
Pub. L. 92–12, § 2, May 7, 1971, 85 Stat. 37; amend-
ed Pub. L. 103–354, title II, § 235(a)(13), Oct. 13, 
1994, 108 Stat. 3221.) 

AMENDMENTS 

1994—Pub. L. 103–354 substituted ‘‘Secretary’’ for ‘‘Ad-
ministrator’’. 

EFFECTIVE DATE 

Section effective May 7, 1971, see section 7 of Pub. L. 
92–12, set out as a note under section 921a of this title. 

SUBCHAPTER V—RURAL ECONOMIC 
DEVELOPMENT 

§ 950aa. Additional powers and duties 

The Secretary shall— 
(1) provide advice and guidance to electric 

borrowers under this chapter concerning the 
effective and prudent use by such borrowers of 
the investment authority under section 940b of 
this title to promote rural development; 

(2) provide technical advice, troubleshoot-
ing, and guidance concerning the operation of 
programs or systems that receive assistance 
under this chapter; 

(3) establish and administer various pilot 
projects through electric and telephone bor-
rowers that the Secretary determines are use-
ful or necessary, and recommend specific rural 
development projects for rural areas; 

(4) act as an information clearinghouse and 
conduit to provide information to electric and 
telephone borrowers under this chapter con-
cerning useful and effective rural development 
efforts that such borrowers may wish to apply 
in their areas of operation and concerning 
State, regional, or local plans for long-term 
rural economic development; 

(5) provide information to electric and tele-
phone borrowers under this chapter concern-
ing the eligibility of such borrowers to apply 
for financial assistance, loans, or grants from 
other Federal agencies and non-Federal 
sources to enable such borrowers to expand 
their rural development efforts; and 
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