§ 1717.605

7 CFR Ch. XVII (1–1–10 Edition)

in those plans. However, if requested
by RUS, a borrower must provide an informational copy of such plans to RUS.
§ 1717.605 Design standards, plans and
specifications, construction standards, and RUS accepted materials.
All borrowers, regardless of the
source of funding, are required to comply with applicable RUS requirements
with respect to system design, construction standards, and the use of
RUS accepted materials. Borrowers
must comply with applicable RUS requirements with respect to plans and
specifications only if the construction
or procurement will be financed by
RUS. These requirements are set forth
in other RUS regulations, especially in
7 CFR parts 1724 and 1728.
§ 1717.606 Standard forms of construction contracts, and engineering and
architectural services contracts.
All borrowers are encouraged to use
the standard forms of contracts promulgated by RUS for construction, materials, equipment, engineering services, and architectural services, regardless of the source of funding for such
construction and services. Borrowers
are required to use these standard
forms of contracts only if the construction, procurement or services are financed by RUS, and only to the extent
required by RUS regulations. RUS requirements with respect to such standard forms of contract are set forth in 7
CFR part 1724 for architectural and engineering services, and in 7 CFR part
1726 for construction, materials, and
equipment.
§ 1717.607 Contract
ments.

bidding

require-

Borrowers must follow RUS requirements regarding bidding for contracts
for construction, materials, and equipment only if financing of the construction or procurement will be provided
by RUS. These requirements are set
forth in 7 CFR part 1726.
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§ 1717.608

RUS approval of contracts.

(a) Construction contracts and architectural and engineering contracts. RUS approval of contracts for construction
and procurement and for architectural
and engineering services is required

only when such construction, procurement or services are financed by RUS.
Detailed requirements regarding RUS
approval of such contracts are set forth
in 7 CFR part 1724 for architectural and
engineering services, and in 7 CFR part
1726 for construction and procurement.
(b) Large retail power contracts. RUS
approval of contracts to sell electric
power to retail customers is required
only if the contract is for longer than
2 years and the kWh sales or kW demand for any year covered by the contract exceeds 25 percent of the borrower’s total kWh sales or maximum
kW demand for the year immediately
preceding execution of the contract.
This requirement applies regardless of
the source of funding of any plant extensions, additions or improvements
that may be involved in connection
with the contract.
(c) Power supply arrangements. (1)
Power supply contracts (including but
not limited to economy energy sales
and emergency power and energy
sales), interconnection agreements,
interchange
agreements,
wheeling
agreements, pooling agreements, and
any other similar power supply arrangements subject to approval by
RUS are deemed approved if they have
a term of 2 years or less. Amendments
to said power supply arrangements are
also deemed approved provided that the
amendment does not extend the term
of the arrangement for more than 2
years beyond the date of the amendment.
(2) Any amendment to a schedule or
exhibit contained in any power supply
arrangement subject to RUS approval,
which merely has the effect of either
altering a list of interconnection or delivery points or changing the value of a
variable term (but not the formula
itself) contained in a formulary rate or
charge is deemed approved.
(3) The provisions of this paragraph
(c) apply regardless of whether the borrower is a seller or purchaser of the
services furnished by the contracts or
arrangements, and regardless of whether or not a Federal power marketing
agency is a party to any of them.
(d) System management and maintenance contracts. RUS approval of contracts for the management and operation of a borrower’s electric system or
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§ 1717.615

for the maintenance of the electric system is required only if such contracts
cover all or substantially all of the
electric system.
(e) Other contracts. [Reserved]
§ 1717.609 RUS
manager.

approval

of

general

(a) If a borrower’s mortgage or loan
contract grants RUS the unconditioned
right to approve the employment and/
or the employment contract of the general manager of the borrower’s system,
such approval is hereby granted provided that the borrower is in compliance with all provisions of its loan documents and any other agreements with
RUS.
(b) If a borrower is in default with respect to any provision of its loan documents or any other agreement with
RUS:
(1) Such borrower, if directed in writing by RUS, shall replace its general
manager within 30 days after the date
of such written notice; and
(2) Such borrower shall not hire a
general manager without prior written
approval by RUS.
§ 1717.610 RUS approval of compensation of the board of directors.
If a borrower’s mortgage or loan contract requires the borrower to obtain
approval from RUS for compensation
provided to members of the borrower’s
board of directors, such requirement is
hereby waived.
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§ 1717.611 RUS approval of expenditures for legal, accounting, engineering, and supervisory services.
(a) If a borrower’s mortgage or loan
contract requires the borrower to obtain approval from RUS before incurring expenses for legal, accounting, supervisory (other than for the management and operation of the borrower’s
electric system, see § 1717.608(d)), or
other similar services, such approval is
hereby granted. However, while expenditures for accounting do not require RUS approval, the selection of a
certified public accountant by the borrower to prepare audited reports required by RUS remains subject to RUS
approval.
(b) If a borrower’s mortgage or loan
contract requires the borrower to ob-

tain approval from RUS before incurring expenses for engineering services,
such approval is hereby granted if such
services will not be financed by RUS.
Approval requirements with respect to
engineering services financed by RUS
are set forth in other RUS regulations.
§ 1717.612 RUS approval of borrower’s
bank or other depository.
If a borrower’s mortgage or loan contract gives RUS the authority to approve the bank or other depositories
used by the borrower, such approval is
hereby granted. However, without the
prior written approval of RUS, a borrower shall not deposit funds from
loans made or guaranteed by RUS in
any bank or other depository that is
not insured by the Federal Deposit Insurance Corporation or other Federal
agency acceptable to RUS, or in any
account not so insured.
§ 1717.613 RUS approval of data processing and system control equipment.
If a borrower’s mortgage or loan contract requires the borrower to obtain
approval from RUS before purchasing
data processing equipment or system
control equipment, such approval is
hereby granted if the equipment will
not be financed by RUS.
§ 1717.614 Notification of rate changes.
If a distribution borrower is required
by its loan documents to notify RUS in
writing of proposed changes in electric
rates more than 30 days prior to the effective date of such rates, the required
notification period shall be 30 days.
Moreover, such notification shall be required only upon the request of RUS.
§ 1717.615 Consolidations and mergers.
A distribution or power supply borrower may without the prior approval
of RUS, consolidate or merge with any
other corporation or convey or transfer
the mortgaged property substantially
as an entirety if the following conditions are met:
(a) Such consolidation, merger, conveyance or transfer shall be on such
terms as shall fully preserve the lien
and security of the RUS mortgage and
the rights and powers of the mortgagees;
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