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Current Status of the Workout World

Reasons for a Workout Regulation

Steps for Regulatory Approval

Contents of the Draft Workout Regulation

Purpose: What will the regulation cover?
Audience: To whom will the regulation apply?
Process: How will the regulation work?

Goals: What does the regulation intend to accomplish?




Reasons for a Workout Regulation

/ Technology Changes \

Regulatory Changes

Competition

*QOther factors may include: operational,
financial, market, and/or service area changes;
I Other factors* natural or manmade disasters; and any other

negative changes.
\ Increased Risk of Default /




Steps for Regulatory Approval — RUS

We

Initiating Determination . Publication of
Events.du.e.to Whether 2 Prepa rat|on of OMB Review Begulatioq Public Prepa‘ration of OMB Review Publication of
RUS Priorities Reculation Is . of Regulation with a Public Comments Final of Final Final
and Industry ﬁeeded RegU|at|0n & Comment Regulation Regulation Regulation

Changes period



Contents of the Draft Workout Regulation — Purpose

Problem: An increased number of payment defaults in the Telecom loan portfolio would
impact the government, the borrowers, and rural economy.

Objective: RUS seeks to minimize the monetary impact of defaulted loans and maximize
the recovery of its financial investments.

Other Outcomes: The regulation will provide guidelines, structure, and transparency.




Contents of the Draft Workout Regulation — Audience

Regulation only applies to
Distressed Borrowers

Distressed
Borrowers

RUS Telecom
Borrowers*

*Most borrowers will be
serviced according to
Telecom’s general policy.



Contents of the Draft Workout Regulation — Audience

This regulation only applies to Distressed Borrowers.

Borrower is in payment default of principal or interest on their loan.

Borrower’s financial or operational condition is impaired such that it will
adversely impact the Borrower’s ability to repay their financial obligations
under the Loan Documents.




Contents of the Draft Workout Regulation — Process

RUS determines that a
Borrower is distressed and is
unable, or has impaired
ability, to pay their debts.

Borrower submits an RUS analyzes the Borrower’s
Application for Workout. situation and materials.
e Borrower must agree to the * RUS may request additional
pre-application conditions related information and clarification

regarding the Borrower’s
Application for Workout.

e RUS will send a team to

to reporting and operations.
¢ The Application for Workout is

similar to a loan application. e )
conduct a site visit review or

* Borrower must describe the . .
. Management Analysis Profile
problem and suggest possible (MAP) of the Borrower,

solutions.

* Borrower must submit financial
and operational data including a
forecast.

RUS and the Borrower start
developing a Workout Plan.

RUS and the Borrower find a
solution or go to litigation
and enforcement.




Contents of the Draft Workout Regulation — Process

Borrower Goals in a Solution RUS Goals in a Solution
 Company solvency e Borrower solvency
e Long-term viability of * Long-term viability of
telecommunications system telecommunications system
* Reduced risk to company owners * Reduced risk of loss to
and investors government
e Limited use of company financial * Low transaction cost to
resources government (e.g., taxpayers)
e Assistance from RUS e Assistance from Borrower

Mutually agreeable, sustainable solution




Contents of the Draft Workout Regulation — Process

Assistance from Borrower — Borrower and their ownership must invest resources and take
measures to contribute to the improvement of the company’s position.

Some examples of Borrower Investment are:
— Cash equity investment in the company

— Cost saving measures

— Additional guarantees, including guarantees from affiliated telecommunications companies

— Additional collateral, subject to RUS valuation




Contents of the Draft Workout Regulation — Process

RUS may consider the following changes to the loan structure:

Time — Payment Schedule of the Loan Money - Financial Terms of the Loan

Principal and/or interest deferral Interest rate reduction

Reamortization and extension of maturity | Other limited actions
date

Specialized repayment schedule




Contents of the Draft Workout Regulation — Goals

RUS and the
Borrower develop a Problem
mutually agreeable solved.
and sustainable ©

solution.

May result in

— collections and
develop an ;
acceptable solution. entorcement.
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Steps for Regulatory Approval —the Public
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Questions?
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