§936f

rower under the Rural Electrification Act of 1936 [7
U.S.C. 90 et seq.] whose net worth exceeds 110 percent
of the outstanding principal balance on all loans made
or guaranteed to the borrower by the Administrator.”

§ 936f. Substantially underserved trust areas
(a) Definitions

In this section:

(1) Eligible program

The term ‘‘eligible program’ means a pro-
gram administered by the Rural Utilities
Service and authorized in—

(A) this chapter; or

(B) paragraph (1), (2), (14), (22), or (24) of
section 1926(a) of this title or section 1926a,
1926¢, 1926d, or 1926e of this title.

(2) Substantially underserved trust area

The term ‘‘substantially underserved trust
area’® means a community in ‘“‘trust land” (as
defined in section 3765 of title 38) with respect
to which the Secretary determines has a high
need for the benefits of an eligible program.

(b) Initiative

The Secretary, in consultation with local gov-
ernments and Federal agencies, may implement
an initiative to identify and improve the avail-
ability of eligible programs in communities in
substantially underserved trust areas.

(c) Authority of Secretary

In carrying out subsection (b), the Secretary—

(1) may make available from loan or loan
guarantee programs administered by the
Rural Utilities Service to qualified utilities or
applicants financing with an interest rate as
low as 2 percent, and with extended repayment
terms;

(2) may waive nonduplication restrictions,
matching fund requirements, or credit support
requirements from any loan or grant program
administered by the Rural Utilities Service to
facilitate the construction, acquisition, or im-
provement of infrastructure;

(3) may give the highest funding priority to
designated projects in substantially under-
served trust areas; and

(4) shall only make loans or loan guarantees
that are found to be financially feasible and
that provide eligible program benefits to sub-
stantially underserved trust areas.

(d) Report

Not later than 1 year after the date of enact-
ment of this section and annually thereafter,
the Secretary shall submit to Congress a report
that describes—

(1) the progress of the initiative imple-
mented under subsection (b); and

(2) recommendations for any regulatory or
legislative changes that would be appropriate
to improve services to substantially under-
served trust areas.

(May 20, 1936, ch. 432, title III, §306F, as added
Pub. L. 110-234, title VI, §6105, May 22, 2008, 122
Stat. 1196, and Pub. L. 110-246, §4(a), title VI,
§6105, June 18, 2008, 122 Stat. 1664, 1957.)

REFERENCES IN TEXT

The date of enactment of this section, referred to in
subsec. (d), is the date of enactment of Pub. L. 110-246,
which was approved June 18, 2008.
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CODIFICATION

Pub. L. 110-234 and Pub. L. 110-246 enacted identical
sections. Pub. L. 110-234 was repealed by section 4(a) of
Pub. L. 110-246.

EFFECTIVE DATE

Enactment of this section and repeal of Pub. L.
110234 by Pub. L. 110-246 effective May 22, 2008, the
date of enactment of Pub. L. 110-234, see section 4 of
Pub. L. 110-246, set out as a note under section 8701 of
this title.

§937. Loans from other credit sources

When it appears to the Secretary that the loan
applicant is able to obtain a loan for part of his
credit needs from a responsible cooperative or
other credit source at reasonable rates and
terms consistent with the loan applicant’s abil-
ity to pay and the achievement of this chapter’s
objectives, he may request the loan applicant to
apply for and accept such a loan concurrently
with an insured loan, subject, however, to full
use being made by the Secretary of the funds
made available hereunder for such insured loans
under this subchapter. The Secretary may not
request any applicant for an electric loan under
this chapter to apply for and accept a loan in an
amount exceeding 30 percent of the credit needs
of the applicant.

(May 20, 1936, ch. 432, title III, §307, as added
Pub. L. 93-32, §2, May 11, 1973, 87 Stat. T70;
amended Pub. L. 97-35, title I, §165(c), Aug. 13,
1981, 95 Stat. 379; Pub. L. 103-129, §2(c)(8), Nov. 1,
1993, 107 Stat. 1365; 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’” wherever appearing.

1993—Pub. L. 103-129 inserted at end ‘“The Adminis-
trator may not request any applicant for an electric
loan under this chapter to apply for and accept a loan
in an amount exceeding 30 percent of the credit needs
of the applicant.”

1981—Pub. L. 97-35 substituted ‘‘an insured loan’’ for
“‘a loan insured at the standard rate’’.

EFFECTIVE DATE

Section effective May 11, 1973, see section 12 of Pub.
L. 93-32, set out as a note under section 930 of this title.

§938. Full faith and credit of the United States

Any contract of insurance or guarantee exe-
cuted by the Secretary under this subchapter
shall be an obligation supported by the full faith
and credit of the United States and incontest-
able except for fraud or misrepresentation of
which the holder had actual knowledge at the
time it became a holder.

(May 20, 1936, ch. 432, title III, §308, as added
Pub. L. 93-32, §2, May 11, 1973, 87 Stat. T70;
amended Pub. L. 94-124, §2, Nov. 4, 1975, 89 Stat.
677; 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”.

1975—Pub. L. 94-124 substituted ‘‘of which the holder
had actual knowledge at the time it became a holder”
for ‘‘of which the holder has actual knowledge’’.

EFFECTIVE DATE

Section effective May 11, 1973, see section 12 of Pub.
L. 93-32, set out as a note under section 930 of this title.
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§939. Loan terms and conditions

Loans made from or insured through the fund
shall be for the same purposes and on the same
terms and conditions as are provided for loans in
subchapters I and II of this chapter except as
otherwise provided in sections 933 to 938 inclu-
sive. The preceding sentence shall not be con-
strued to make section 948(b)(2) or 950b of this
title applicable to this subchapter.

(May 20, 1936, ch. 432, title III, §309, as added
Pub. L. 93-32, §2, May 11, 1973, 87 Stat. 70;
amended Pub. L. 101-624, title XXIII, §2360, Nov.
28, 1990, 104 Stat. 4042; Pub. L. 103-129, §2(b)(2),
Nov. 1, 1993, 107 Stat. 1363; Pub. L. 104-127, title
VII, §779, Apr. 4, 1996, 110 Stat. 1151.)

AMENDMENTS

1996—Pub. L. 104-127 struck out subsec. (a) designa-
tion and heading ‘‘In general” and heading and text of
subsec. (b). Prior to amendment, text read as follows:
“The term of any telephone loan made under this sub-
chapter shall be determined by the borrower at the
time the loan application is submitted.”

1993—Subsec. (a). Pub. L. 103-129 inserted at end ‘‘The
preceding sentence shall not be construed to make sec-
tion 948(b)(2) or 950b of this title applicable to this sub-
chapter.”

1990—Pub. L. 101-624 designated existing provisions as
subsec. (a) and added subsec. (b).

EFFECTIVE DATE

Section effective May 11, 1973, see section 12 of Pub.
L. 93-32, set out as a note under section 930 of this title.

§940. Refinancing of rural development loans

At the request of the borrower, the Secretary
is authorized and directed to refinance with
loans which will be insured under this chapter at
the interest rates provided in section 935 of this
title any loans made for rural electric and tele-
phone facilities under any provision of the Con-
solidated Farm and Rural Development Act [7
U.S.C. 1921 et seq.].

(May 20, 1936, ch. 432, title III, §310, as added
Pub. L. 93-32, §2, May 11, 1973, 87 Stat. 70;
amended Pub. L. 103-354, title II, §235(a)(13), Oct.
13, 1994, 108 Stat. 3221.)

REFERENCES IN TEXT

The Consolidated Farm and Rural Development Act,
referred to in text, is title III of Pub. L. 87-128, Aug. 8,
1961, 75 Stat. 307, as amended, which is classified prin-
cipally to chapter 50 (§1921 et seq.) of this title. For
complete classification of the Act to the Code, see
Short Title note set out under section 1921 of this title
and Tables.

AMENDMENTS

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

EFFECTIVE DATE

Section effective May 11, 1973, see section 12 of Pub.
L. 93-32, set out as a note under section 930 of this title.

§940a. Repealed. Pub. L. 104-127, title VII, § 780,
Apr. 4, 1996, 110 Stat. 1151

Section, act May 20, 1936, ch. 432, title III, §311, as
added Oct. 18, 1986, Pub. L. 99-500, §101(m) [title VI,
§623], 100 Stat. 1783-308, 1783-333, and Oct. 30, 1986, Pub.
L. 99-591, §101(m) [title VI, §623], 100 Stat. 3341-308,
3341-333; amended Oct. 13, 1994, Pub. L. 103-354, title II,
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§2356(a)(7), (13), 108 Stat. 3221, related to privatization
demonstration program.

§940b. Use of funds

A borrower of an insured or guaranteed elec-
tric loan under this chapter may, without re-
striction or prior approval of the Secretary, in-
vest its own funds or make loans or guarantees,
not in excess of 15 percent of its total utility
plant.

(May 20, 1936, ch. 432, title III, §312, as added
Pub. L. 100-203, title I, §1402, Dec. 22, 1987, 101
Stat. 1330-21; amended 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”.

§940c. Cushion of credit payments program

(a) Establishment
(1) In general

The Secretary shall develop and promote a
program to encourage borrowers to volun-
tarily make deposits into cushion of credit ac-
counts established within the Rural Elec-
trification and Telephone Revolving Fund.

(2) Interest

Amounts in each cushion of credit account
shall accrue interest to the borrower at a rate
of 5 percent per annum.

(3) Balance

A borrower may reduce the balance of its
cushion of credit account only if the amount
obtained from the reduction is used to make
scheduled payments on loans made or guaran-
teed under this chapter.

(b) Uses of cushion of credit payments
(1) In general
(A) Cash balance

Cushion of credit payments shall be held
in the Rural Electrification and Telephone
Revolving Fund as a cash balance in the
cushion of credit accounts of borrowers.

(B) Interest

All cash balance amounts (obtained from
cushion of credit payments, loan payments,
and other sources) held by the Fund shall
bear interest to the Fund at a rate equal to
the weighted average rate on outstanding
certificates of beneficial ownership issued by
the Fund.

(C) Credits

The amount of interest accrued on the
cash balances shall be credited to the Fund
as an offsetting reduction to the amount of
interest paid by the Fund on its certificates
of beneficial ownership.

(2) Rural economic development subaccount
(A) Maintenance of account

The Secretary shall maintain a sub-
account within the Rural Electrification and
Telephone Revolving Fund to which shall be

credited, on a monthly basis, a sum deter-
mined by multiplying the outstanding cush-
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