§940

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 Repealed.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,
§235(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.
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(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-
ion of credit payments made after October 1,
1987, by the difference (converted to a
monthly basis) between the average weight-
ed interest rate paid on outstanding certifi-
cates of beneficial ownership issued by the
Fund and the 5 percent rate of interest pro-
vided to borrowers on cushion of credit pay-
ments.

(B) Grants

The Secretary is authorized, from the in-
terest differential sums credited this sub-
account and from any other funds made
available thereto, to provide grants or zero
interest loans to borrowers under this chap-
ter for the purpose of promoting rural eco-
nomic development and job creation
projects, including funding for project fea-
sibility studies, start-up costs, incubator
projects, and other reasonable expenses for
the purpose of fostering rural development.
(C) Repayments

In the case of zero interest loans, the Sec-
retary shall establish such reasonable repay-
ment terms as will ensure borrower partici-
pation.

(D) Proceeds

All proceeds from the repayment of such
loans shall be returned to the subaccount.
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