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(g) Additional priority considerations.
The grant announcement may provide
for additional points to be awarded to
projects that advance identified Agen-
cy priority interests under this pro-
gram.

§1709.217

(a) Notification of applicants. The
Agency will notify all applicants in
writing whether or not they have been
selected for a grant award.

(b) Letter of conditions. The Agency
will notify a selected applicant in writ-
ing, setting out the amount of grant
approved and the conditions under
which the grant will be made.

(c) Applicant’s intent to meet condi-
tions. Upon reviewing the conditions
and requirements in the letter of condi-
tions, the selected applicant must com-
plete, sign and return the Agency’s
“Letter of Intent to Meet Conditions,”
or, if certain conditions cannot be met,
the applicant may propose alternate
conditions to the Agency. The Agency
must concur with any changes pro-
posed to the letter of conditions by the
applicant before the application will be
further processed.

(d) Grant agreement. The Agency and
the grantee must execute a grant
agreement acceptable to the Agency
prior to the advance of funds.

§§1709.218-1709.300 [Reserved]

Grant award.

Subparts D-F [Reserved]

Subpart G—Recovery of Financial
Assistance Used for Unauthor-
ized Purposes

§1709.601 Policy.

This subpart prescribes the policies
of the Rural Utilities Service (RUS)
when it is subsequently determined
that the recipient of an Assistance to
High Energy Cost Rural Communities
program loan or grant was not eligible
for all or part of the financial assist-
ance received or that the assistance re-
ceived was used for unauthorized pur-
poses. It is the policy of the Agency
that when assistance under this part
has been received by an ineligible re-
cipient or used for unauthorized pur-
poses the Agency shall initiate appro-
priate actions to recover from the re-
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cipient the sum that is determined to
be ineligible or used for unauthorized
purposes, regardless of amount, unless
any applicable statute of limitation
has expired. The Agency shall make
full use of available authority and pro-
cedures, including but not limited to
those available under 2 CFR part 200,
as adopted by USDA through 2 CFR
part 400.

[70 FR 5351, Feb. 2, 2005, as amended at 79 FR
76002, Dec. 19, 2014]

§§1709.602-1709.999 [Reserved]

PART 1710—GENERAL AND PRE-
LOAN POLICIES AND PROCE-
DURES COMMON TO ELECTRIC
LOANS AND GUARANTEES

Subpart A—General

Sec.

1710.1
1710.2
1710.3
1710.4

General statement.

Definitions and rules of construction.

Form and bulletin revisions.

Exception authority.

1710.5 Availability of forms.

1710.6 Applicability of certain provisions to
completed loan applications.

1710.7-1710.49 [Reserved]

Subpart B—Types of Loans and Loan
Guarantees

1710.50
1710.51

Insured loans.
Direct loans.
1710.52 Loan guarantees.
1710.563 Refinancing.
1710.54-1710.99 [Reserved]

Subpart C—Loan Purposes and Basic
Policies

1710.100 General.

1710.101 Types of eligible borrowers.

1710.102 Borrower eligibility for different
types of loans.

1710.103 Area coverage.

1710.104 Service to
ficiaries.

1710.105 State and Tribal regulatory approv-
als.

1710.106

1710.107

non-RE Act Dbene-

Uses of loan funds.

Amount lent for acquisitions.

1710.108 Mergers and consolidations.

1710.109 Reimbursement of general funds
and interim financing.

1710.110 Supplemental financing.

1710.111 Refinancing.

1710.112 Loan feasibility.

1710.113 Loan security.

1710.114 TIER, DSC, OTIER and ODSC re-
quirements.
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1710.115 Final maturity.

1710.116 [Reserved]

1710.117 Environmental
ments.

1710.118 [Reserved]

1710.119 Loan processing priorities.

1710.120 Construction standards and con-
tracting.

1710.121 Insurance requirements.

1710.122 Equal opportunity
discrimination.

1710.123 Debarment and suspension.

1710.124 Uniform Relocation Act.

1710.125 Restrictions on lobbying.

1710.126 Federal debt delinquency.

1710.127 Drug free workplace.

1710.128-1710.149 [Reserved]

review require-

and non-

Subpart D—Basic Requirements for Loan
Approval

1710.150
1710.151

General.

Required findings for all loans.

1710.152 Primary support documents.

1710.153 Additional requirements and proce-
dures.

1710.154 Board of Director Resolutions.

1710.155-1710.199 [Reserved]

Subpart E—Load Forecasts

1710.200 Purpose.

1710.201 General.

1710.202 Requirement to prepare a load fore-
cast—power supply borrowers.

1710.203 Requirement to prepare a load fore-
cast—distribution borrowers.

1710.204 [Reserved]

1710.206 Minimum requirements for all load
forecasts.

1710.206 [Reserved]

1710.207 RUS criteria for load forecasts by
distribution borrowers.

1710.208 RUS criteria for load forecasts by
power supply borrowers and by distribu-
tion borrowers.

1710.209 [Reserved]

1710.210 Waiver of requirements or approval
criteria.

1710.211-1710.249 [Reserved]

Subpart F—Construction Work Plans and
Related Studies

1710.250 General.

1710.2561 Construction work plans—distribu-
tion borrowers.

1710.2562 Construction work plans—power
supply borrowers.

1710.253 Engineering and cost studies—addi-
tion of generation capacity.

1710.2564 [Reserved]

1710.2656 Energy efficiency work plans—en-
ergy efficiency borrowers.

1710.256-1710.299 [Reserved]
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Subpart G—Long-Range Financial
Forecasts

1710.300 General.
1710.301 Financial
borrowers.
1710.302 Financial forecasts—power
borrowers.

1710.303 Power cost studies—power supply
borrowers.

1710.304-1710.349 [Reserved]

forecasts—distribution

supply

Subpart H—Energy Efficiency and
Conservation Loan Program

1710.400
1710.401
1710.402
1710.403

Purpose.

RUS policy.

Scope.

General.

1710.404 Definitions.

1710.405 Eligible energy efficiency and con-
servation programs.

1710.406 Eligible activities and investments.

1710.407 Business plan.

1710.408 Quality assurance plan.

1710.409 Loan provisions.

1710.410 Application documents.

1710.411 Analytical support documentation.

1710.412 Borrower accounting methods,
management reporting, and audits.

1710.413 Compliance with other laws and
regulations.

1710.414-1710.499 [Reserved]

Subpart I—Application Requirements and
Procedures for Insured and Guaran-
teed Loans

1710.500 Initial contact.

1710.501 Loan application documents.
1710.502-1710.503 [Reserved]

1710.504 Additional requirements.

1710.505 Supplemental financing documents.
1710.506 Loan approval.

1710.507 Loan documents.

Subpart J—Terms of Loans Common to
Electric Loans and Guarantees

1710.601 Advance of funds from loans.
1710.602 Fund advance period.
1710.603 Sequence of advances.
1710.604 Amortization of principal.
1710.605 Rescission of loans.

AUTHORITY: 7 U.S.C. 901 et seq., 1921 et seq.,
and 6941 et seq.

SOURCE: 57 FR 1053, Jan. 9, 1992, unless oth-
erwise noted.

Subpart A—General

§1710.1 General statement.

This part establishes general and pre-
loan policies and requirements that
apply to both insured and guaranteed
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loans to finance the construction and
improvement of electric facilities in
rural areas, including generation,
transmission, and distribution facili-
ties.

[87 FR 73436, Nov. 30, 2022]

§1710.2 Definitions and rules of con-
struction.

(a) Definitions. For the purpose of this
part, the following terms shall have
the following meanings:

Administrator means the Adminis-
trator of RUS or his or her designee.

Approved load forecast means a load
forecast that RUS has determined is
current for RUS purposes and has been
approved by RUS pursuant to 7 CFR
part 1710, subpart E.

APRR means Average Adjusted Plant
Revenue Ratio calculated as a simple
average of the adjusted plant revenue
ratios for 1978, 1979 and 1980 as follows:

A+B
C-D

APRR =

where:

A = Distribution (plant), which equals Part
E, Line 14(e) of RUS Form 7;

B = General Plant, which equals Part E, Line
24(e) of RUS Form T;

C = Operating Revenue and Patronage Cap-
ital, which equals Part A, Line 1 of RUS
Form 7; and

D = Cost of Power, which equals the sum of
Part A, Lines 2, 3, and 4 of RUS Form 7.

Area Coverage means the provision of
adequate electric service to the widest
practical number of rural users in the
borrower’s service area during the life
of the loan.

Borrower means any organization
that has an outstanding loan made or
guaranteed by RUS for rural elec-
trification, or that is seeking such fi-
nancing.

Bulk Transmission Facilities means the
transmission facilities connecting
power supply facilities to the subtrans-
mission facilities, including both the
high and low voltage sides of the trans-
former used to connect to the subtrans-
mission facilities, as well as related su-
pervisory control and data acquisition
systems.

Call provision has the same meaning
as ‘‘prepayment option’’.
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Consolidation means the combination
of 2 or more borrower or nonborrower
organizations, pursuant to state law,
into a new successor organization that
takes over the assets and assumes the
liabilities of those organizations.

Consumer means a retail customer of
electricity, as reported on RUS Form 7,
Part R, Lines 1-7.

Cybersecurity and grid security
provements means:

(i) Investment in the development,
expansion, and modernization of rural
utility infrastructure that addresses
known and emerging cybersecurity and
grid security risks. This definition in-
corporates both cybersecurity and grid
security as one concept. The cybersecu-
rity component of the definition in-
cludes measures and investments de-
signed to prevent damage to, otherwise
protect, or restore computers and com-
puter systems, industrial control sys-
tems/operational technology, elec-
tronic communications systems, elec-
tronic communications services, wire,
and all other forms electronic commu-
nication including information con-
tained therein. Rural utilities often
utilize cybersecurity measures and in-
vestments to ensure service avail-
ability, system integrity, user authen-
tication, confidentiality, and non-
repudiation, related to the services.

(ii) The grid security component of
this definition, includes measures and
investments made to protect a utility’s
infrastructure reliability and resil-
iency against both natural impacts and
man-made physical attacks or intru-
sions by individuals or groups intent
on damaging, destroying, disrupting, or
removing components of utility infra-
structure or threatening to damage
utility infrastructure. Measures con-
sidered for RUS financing include, but
are not limited to, fire prevention,
physical barriers, remote sensing
equipment, monitoring physical assets,
security cameras, security vehicles, in-
formation and operational technology
cybersecurity measures, control sys-
tems cybersecurity monitoring tech-
nologies, fire prevention devices and
sensors and other investments which
serve the purpose of protecting assets
and maintaining the reliability of rural
utility systems.

im-
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Demand  side management (DSM)
means the deliberate planning and/or
implementation of activities to influ-
ence Consumer use of electricity pro-
vided by a distribution borrower to
produce beneficial modifications to the
system load profile. Beneficial modi-
fications to the system load profile or-
dinarily improve load factor or other-
wise help in utilizing electric system
resources to best advantage consistent
with acceptable standards of service
and lowest system cost. Load profile
modifications are characterized as
peak clipping, valley filling, load shift-
ing, strategic conservation, strategic
load growth, and flexible load profile.
(See, for example, publications of the

Electric Power Research Institute
(EPRI), 3412 Hillview Avenue, Palo
Alto, CA 94304, especially ‘“‘Demand-

Side Management Glossary’ EPRI TR-
101158, Project 1940-25, Final Report,
October 1992.) DSM includes energy
conservation programs.

Distribution Borrower means a bor-
rower that sells or intends to sell elec-
tric power and energy at retail in rural
areas.

Distribution Facilities means all elec-
trical lines and related facilities begin-
ning at the consumer’s meter base, and
continuing back to and including the
distribution substation.

Distributed generation is the genera-
tion of electricity by a sufficiently
small electric generating system as to
allow interconnection of the electric
generating system near the point of
service at distribution voltages includ-
ing points on the customer side of the
meter. A distributed generating system
may be operated in parallel or inde-
pendent of the electric power system. A
distributed generating system may be
fueled by any source, including but not
limited to renewable energy sources. A
distributed generation project may in-
clude one or more distributed genera-
tion systems.

DSC means Debt Service Coverage of
the borrower calculated as:

A+B+C
D

DSC =

Where:

A = Depreciation and Amortization Expense
of the borrower, which equals Part A,
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Line 13b of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers or Section A, Line
22b of the RUS Financial and Operating
Report Electric Power Supply for power
supply borrowers;

Interest expense on total long-term debt
of the borrower, which equals Part A,
Line 16b of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers or Part A, Section
A, Line 24b of the RUS Financial and Op-
erating Report Electric Power Supply for
power supply borrowers, except that in-
terest expense shall be increased by %5 of
the amount, if any, by which restricted
rentals of the borrower (Part L, Total
Column c) of the RUS Financial and Op-
erating Report Electric Distribution for
distribution borrowers or Part H, Section
K, Total Column c of the RUS Financial
and Operating Report Electric Power
Supply for power supply borrowers) ex-
ceed 2 percent of the borrower’s equity
(RUS Financial and Operating Report
Electric Distribution for distribution
borrowers, Part C, Line 36 [Total Mar-
gins & Equities] less Part C, Line 27
[Regulatory Assets] or RUS Financial
and Operating Report Electric Power
Supply for power supply borrowers, Part
A, Section B, Line 39 [Total Margins &
Equities] less Part A, Section B, Line 29
[Regulatory Assets]);

= Patronage Capital or Margins of the bor-

rower, which equals Part A, Line 29b of
the RUS Financial and Operating Report
Electric Distribution for distribution
borrowers or Part A, Section A, Line 38b
of the RUS Financial and Operating Re-
port Electric Power Supply for power
supply borrowers; and

Debt Service Billed (RUS + other), which
equals the sum of all payments of prin-
cipal and interest required to be made on
account of total long-term debt of the
borrower during the calendar year from
Total of Column D of Part N of the RUS
Financial and Operating Report Electric
Distribution for distribution borrowers
or Total of Column D of Part H, Section
H of the RUS Financial and Operating
Report Electric Power Supply for power
supply borrowers, plus %53 of the amount,
if any, by which restricted rentals of the
borrower (Part L, Line 3c of the RUS Fi-
nancial and Operating Report Electric
Distribution for distribution borrowers
or Part H, Section K, Line 4c of the RUS
Financial and Operating Report Electric
Power Supply for power supply bor-
rowers) exceed 2 percent of the bor-
rower’s equity (RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers, Part C, Line 36
[Total Margins & Equities] less Part C,
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Line 27 [Regulatory Assets] or RUS Fi-
nancial and Operating Report Electric
Power Supply for power supply bor-
rowers, Part A, Section B, Line 39 [Total
Margins & Equities] less Part A, Section
B, Line 29 [Regulatory Assets]);

DSM activities means activities of the
type referred to in §1710.354(f).

DSM plan means a plan that de-
scribes the implementation at the dis-
tribution level of the DSM activities
identified in the integrated resource
plan as having positive net benefits.
See §1710.357.

Electric system means all of the bor-
rower’s interests in all electric produc-
tion, transmission, distribution, con-
servation, load management, general
plant and other related facilities,
equipment or property and in any
mine, well, pipeline, plant, structure or
other facility for the development, pro-
duction, manufacture, storage, fabrica-
tion or processing of fossil, nuclear, or
other fuel or in any facility or rights
with respect to the supply of water, in
each case for use, in whole or in major
part, in any of the borrower’s gener-
ating plants, including any interest or
participation of the borrower in any
such facilities or any rights to the out-
put or capacity thereof, together with
all lands, easements, rights-of-way,
other works, property, structures, con-
tract rights and other tangible and in-
tangible assets of the borrower in each
case used or useful in such electric sys-
tem.

Eligible Emergy Efficiency and Con-
servation Programs (Eligible EE Program)
means an energy efficiency and con-
servation program that meets the re-
quirements of subpart H of this part.

Equity means total margins and equi-
ties, which equals Part C, Line 33 of
RUS Form 7 (distribution borrowers) or
Section B, Line 34 of RUS Form 12a
(power supply borrowers).

Final maturity means the final date
on which all outstanding principal and
accrued interest on an electric loan is
due and payable.

Five percent hardship rate means an
interest rate of 5 percent applicable to
a hardship rate loan.

Fund advance period means the period
of time during which the Government
may advance loan funds to the bor-
rower. See 7 CFR 1714.56.
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Generation Facilities means the gener-
ating plant and related facilities, in-
cluding the building containing the
plant, all fuel handling facilities, and
the stepup substation used to convert
the generator voltage to transmission
voltage, as well as related energy man-
agement (dispatching) systems.

Hardship rate loan means a loan made
at the 5 percent hardship rate pursuant
to 7 CFR 1714.8.

Insured Loan means a loan made pur-
suant to Section 305 of the RE Act, and
may include a direct loan made under
Section 4 of the RE Act.

Integrated Resources Plan (IRP) means
a plan resulting from the planning and
selection process for new energy re-
sources that evaluates the benefits and
costs of the full range of alternatives,
including new generating capacity,
power purchases, DSM programs, Sys-
tem operating efficiency, and renew-
able energy systems.

Interest rate cap means a maximum
interest rate of 7 percent applicable to
certain municipal rate loans as set
forth in §1710.7.

Interest rate term means a period of
time selected by the borrower for the
purpose of determining the interest
rate on an advance of funds. See 7T CFR
1714.6.

Load forecast means the thorough
study of a borrower’s electric loads and
the factors that affect those loads in
order to determine, as accurately as
practicable, the borrower’s future re-
quirements for energy and capacity.

Loan means any loan made or guar-
anteed by RUS.

Loan Contract means the agreement,
as amended, supplemented, or restated
from time to time, between a borrower
and RUS providing for loans made or
guaranteed pursuant to the RE Act.

Loan Feasibility means that the bor-
rower has the capability of repaying
the loan in full as scheduled, in accord-
ance with the terms of the mortgage,
note, and loan contract.

Loan Guarantee means a loan guar-
antee made by RUS pursuant to the RE
Act.

Loan period means the period of time
during which the facilities will be con-
structed not to exceed the time identi-
fied in the Loan note, as approved.
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MDSC means Modified Debt Service
Coverage of the electric system cal-
culated as:

A+B+C—-D-E

MDSC =
F

Where:

A = Depreciation and Amortization Expense
of the borrower, which equals Part A,
Line 13b of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers or Part A, Section
A, Line 22b of the RUS Financial and Op-
erating Report Electric Power Supply for
power supply borrowers;

B = Interest expense on total long-term debt
of the borrower, which equals Part A,
Line 16b of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers or Part A, Section
A, Line 24b of the RUS Financial and Op-
erating Report Electric Power Supply for
power supply borrowers, except that in-
terest expense shall be increased by %3 of
the amount, if any, by which restricted
rentals of the borrower (Part L, Line 3c
of the RUS Financial and Operating Re-
port Electric Distribution for distribu-
tion borrowers or Part H, Section K, Line
4c of the RUS Financial and Operating
Report Electric Power Supply for power
supply borrowers) exceed 2 percent of the
borrower’s equity (RUS Financial and
Operating Report Electric Distribution
for distribution borrowers, Part C, Line
36 [Total Margins & Equities] less Part C,
Line 27 [Regulatory Assets] or RUS Fi-
nancial and Operating Report Electric
Power Supply for power supply bor-
rowers, Part A, Section B, Line 39 [Total
Margins & Equities] less Part A, Section
B, Line 29 [Regulatory Assets]);

C = Patronage Capital or Margins of the bor-
rower, which equals Part A, Line 29b of
the RUS Financial and Operating Report
Electric Distribution for distribution
borrowers or Part A, Section A, Line 38b
of the RUS Financial and Operating Re-
port Electric Power Supply for power
supply borrowers; and

D = Generation and Transmission Capital
Credits of the borrower, which equals
Part A, Line 26b of the RUS Financial
and Operating Report Electric Distribu-
tion for distribution borrowers or Part A,
Section A, Line 35b of the RUS Financial
and Operating Report Electric Power
Supply for power supply borrowers;

E = Other Capital Credits and Patronage
Dividends of the borrower, which equals
Part A, Line 27b of the RUS Financial
and Operating Report Electric Distribu-
tion for distribution borrowers or Part A,
Section A, Line 36b of the RUS Financial
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and Operating Report Electric Power
Supply for power supply borrowers; and

F = Total Long-Term Debt Service Billed
(RUS + other), which equals the sum of
all payments of principal and interest re-
quired to be made on account of total
long-term debt of the electric system
during the calendar year from Part N,
Line 12d of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers or Part H, Section
H, Line 12d of the RUS Financial and Op-
erating Report Electric Power Supply for
power supply borrowers.

Merger means the combining, pursu-
ant to state law, of borrower or nonbor-
rower organizations into an existing
survivor organization that takes over
the assets and assumes the liabilities
of the merged organizations.

Mortgage means any and all instru-
ments creating a lien on or security in-
terest in the borrower’s assets in con-
nection with loans or guarantees under
the RE Act.

MTIER means Modified Times Inter-
est Barned Ratio of the electric system
calculated as:

A+B-C-D

MTIER =
B

Where:

A = Patronage Capital or Margins of the bor-
rower, which equals Part A, Line 29b of
the RUS Financial and Operating Report
Electric Distribution for distribution
borrowers;

B = Interest expense on total long-term debt
of the borrower, which equals Part A,
Line 16b of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers, except that inter-
est expense shall be increased by %5 of the
amount, if any, by which restricted rent-
als of the borrower (Part L, Line 3c of
the RUS Financial and Operating Report
Electric Distribution for distribution
borrowers) exceed 2 percent of the bor-
rower’s equity (RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers, Part C, Line 36
[Total Margins & Equities] less Part C,
Line 27 [Regulatory Assets];

C = Generation and Transmission Capital
Credits of the borrower, which equals
Part A, Line 26b of the RUS Financial
and Operating Report Electric Distribu-
tion for distribution borrowers; and

D = Other Capital Credits and Patronage
Dividends of the borrower, which equals
Part A, Line 27b of the RUS Financial
and Operating Report Electric Distribu-
tion for distribution borrowers.
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Municipal rate loan means a loan
made at a municipal interest rate pur-
suant to 7 CFR 1714.5.

ODSC means Operating Debt Service
Coverage of the electric system cal-
culated as:

A+B+C
D

ODSC =

Where:

A = Depreciation and Amortization Expense
of the borrower, which equals Part A,
Line 13b of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers;

B = Interest expense on total long-term debt
of the borrower, which equals Part A,
Line 16b of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers, except that inter-
est expense shall be increased by %5 of the
amount, if any, by which restricted rent-
als of the borrower (Part L, Line 3c of
the RUS Financial and Operating Report
Electric Distribution for distribution
borrowers) exceed 2 percent of the bor-
rower’s equity (RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers, Part C, Line 36
[Total Margins & Equities] less Part C,
Line 27 [Regulatory Assets];

C = Patronage Capital & Operating Margins
of the electric system, which equals Part
A, Line 21b of the RUS Financial and Op-
erating Report Electric Distribution for
distribution borrowers, plus cash re-
ceived from the retirement of patronage
capital by suppliers of electric power and
by lenders for credit extended for the
Electric System from Part I, Line 2c of
the RUS Financial and Operating Report
Electric Distribution for distribution
borrowers; and

D = Debt Service Billed (RUS + other), which
equals the sum of all payments of prin-
cipal and interest required to be made on
account of total long-term debt of the
electric system during the calendar year
from Part N, Line 12d of the RUS Finan-
cial and Operating Report Electric Dis-
tribution for distribution borrowers, plus
153 of the amount, if any, by which re-
stricted rentals of the Electric System
(Part L, Line 3c of the RUS Financial
and Operating Report Electric Distribu-
tion for distribution borrowers) exceed 2
percent of the borrower’s equity (RUS
Financial and Operating Report Electric
Distribution for distribution borrowers,
Part C, Line 36 [Total Margins & Equi-
ties] less Part C, Line 27 [Regulatory As-
sets]).

Off-grid renewable energy system is a
renewable energy system not inter-
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connected to an area electric power
system (EPS). An off-grid renewable
energy system in areas without access
to an area EPS may include energy
consuming devices and electric wiring
to provide for more effective or more
efficient use of the electricity produced
by the system.

On-grid renewable energy system is a
renewable energy system inter-
connected to an area electric power
system (EPS) through a normally open
or normally closed device. It can be
interconnected to the EPS on either
side of a customer’s meter.

Ordinary Replacement means replac-
ing one or more units of plant, called
“retirement units’’, with similar units
when made necessary by normal wear
and tear, damage beyond repair, or ob-
solescence of the facilities.

OTIER means Operating Times Inter-
est BEarned Ratio of the electric system
calculated as:

) A+B
OTIER = ——
A
Where:

A = Interest expense on total long-term debt
of the borrower, which equals Part A,
Line 16b of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers, except that inter-
est expense shall be increased by %5 of the
amount, if any, by which restricted rent-
als of the borrower (Part L, Line 3c of
the RUS Financial and Operating Report
Electric Distribution for distribution
borrowers) exceed 2 percent of the bor-
rower’s equity (RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers, Part C, Line 36
[Total Margins & Equities] less Part C,
Line 27 [Regulatory Assets]); and

B = Patronage Capital & Operating Margins
of the electric system, which equals Part
A, Line 21b of the RUS Financial and Op-
erating Report Electric Distribution for
distribution borrowers, plus cash re-
ceived from the retirement of patronage
capital by suppliers of electric power and
by lenders for credit extended for the
Electric System from Part I, Line 2c of
the RUS Financial and Operating Report
Electric Distribution for distribution
borrowers.

Power requirements study (PRS) has
the same meaning as load forecast.

Power Supply Borrower means a bor-
rower that sells or intends to sell elec-
tric power at wholesale to distribution
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or power supply borrowers pursuant to
RUS wholesale power contracts.

Prepayment option means a provision
included in the loan documents to
allow the borrower to prepay all or a
portion of an advance on a municipal
rate loan on a date other than a roll-
over maturity date. See 7 CFR 1714.9.

PRR means Plant Revenue Ratio cal-
culated as:

A
PRR = ——
B-C

where:

A = Total Utility Plant, which equals Part C,
Line 3 of RUS Form 7;

B = Operating Revenue and Patronage Cap-
ital, which equals Part A, Line 1 of RUS
Form 7; and

C = Cost of Power, which equals the sum of
Part A, Lines 2, 3, and 4 of RUS Form 7.

RE Act means the Rural Electrifica-
tion Act of 1936, as amended (7 U.S.C.
901 et seq.).

RE Act beneficiary means a person,
business, or other entity that is lo-
cated in a rural area.

REA means the Rural Electrification
Administration formerly an agency of
the United States Department of Agri-
culture and predecessor agency to RUS
with respect to administering certain
electric and telephone loan programs.

Renewable energy system is an energy
conversion system fueled from any of
the following energy sources: Solar,
wind, hydropower, biomass, or geo-
thermal. Any of these energy sources
may be converted to heat or elec-
tricity, provided heat is a by-product of
electricity generation. Non-renewable
energy sources may be used by a re-
newable energy system for incidental
and necessary means such as, but not
limited to, system start up, flame sta-
bilization, continuity of system proc-
esses, or reduction of the moisture con-
tent of renewable fuels. Energy from
bio-mass may be converted from any
organic matter available on a renew-
able basis, including dedicated energy
crops and trees, agricultural food and
feed crops, agricultural crop wastes
and residues, wood wastes and residues,
aquatic plants, animal wastes, munic-
ipal wastes, and other waste materials.

Retirement Unit means a substantial
unit of property, which when retired,
with or without being replaced, is ac-
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counted for by removing its book cost
from the plant account.

Rollover maturity date means the last
day of an interest rate term.

Rural area means—

(i) Any area of the United States, its
territories and insular possessions (in-
cluding any area within the Federated
States of Micronesia, the Marshall Is-
lands, and the Republic of Palau) other
than a city, town, or unincorporated
area that has a population of greater
than 20,000 inhabitants;

(ii) Any area within a service area of
a borrower for which a borrower has an
outstanding loan as of June 18, 2008,
made under titles I through V of the
Rural Electrification Act of 1936 (7
U.S.C. 901-950bb). For initial loans to a
borrower made after June 18, 2008, the
“rural” character of an area is deter-
mined at the time of the initial loan to
furnish or improve service in the area;
and

(iii) Which excludes certain popu-
lations pursuant to 7 U.S.C.
1991(a)(13)(H) and (I).

RUS means the Rural Utilities Serv-
ice, an agency of the United States De-
partment of Agriculture established
pursuant to Section 232 of the Federal
Crop Insurance Reform and Depart-
ment of Agriculture Reorganization
Act of 1994 (Pub. L. 103-354, 108 Stat.
3178), successor to REA with respect to
administering certain electric and tele-
phone programs. See 7 CFR 1700.1.

Subtransmission Facilities means the
transmission facilities that connect
the high voltage side of the distribu-
tion substation to the low voltage side
of the bulk transmission or generating
facilities, as well as related super-
visory control and data acquisition fa-
cilities.

System Improvement means the change
or addition to electric plant facilities
to improve the quality of electric serv-
ice or to increase the quantity of elec-
tric power available to RE Act bene-
ficiaries.

TIER means Times Interest Earned
Ratio of the borrower calculated as:

A+B
A

TIER =

Where:
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A = Interest expense on total long-term debt
of the borrower, which equals Part A,
Line 16b of the RUS Financial and Oper-
ating Report Electric Distribution for
distribution borrowers or Part A, Section
A, Line 24b of the RUS Financial and Op-
erating Report Electric Power Supply for
power supply borrowers, except that in-
terest expense shall be increased by %5 of
the amount, if any, by which restricted
rentals of the borrower (Part L, Line 3c
of the RUS Financial and Operating Re-
port Electric Distribution for distribu-
tion borrowers or Part H, Section K, Line
4c of the RUS Financial and Operating
Report Electric Power Supply for power
supply borrowers) exceed 2 percent of the
borrower’s equity (RUS Financial and
Operating Report Electric Distribution
for distribution borrowers, Part C, Line
36 [Total Margins & Equities] less Part C,
Line 27 [Regulatory Assets] or RUS Fi-
nancial and Operating Report Electric
Power Supply for power supply bor-
rowers, Part A, Section B, Line 39 [Total
Margins & Equities] less Part A, Section
B, Line 29 [Regulatory Assets]); and

B = Patronage Capital or Margins of the bor-
rower, which equals Part A, Line 29b of
the RUS Financial and Operating Report
Electric Distribution for distribution
borrowers or Part A, Section A, Line 38b
of the RUS Financial and Operating Re-
port Electric Power Supply for power
supply borrowers.

Total Assets means Part C, Line 26 of
RUS Form 7 (distribution borrowers) or
Section B, Line 27 of RUS Form 12a
(power supply borrowers).

Total Utility Plant means Part C, Line
3 of RUS Form 7 (distribution bor-
rowers) or Section B, Line 27 of RUS
Form 12a (power supply borrowers).

Transmission Facilities means all elec-
trical lines and related facilities, in-
cluding certain substations, used to
connect the distribution facilities to
generation facilities. They include
bulk transmission and subtransmission
facilities.

Urban area is defined as any area not
considered a rural area per the defini-
tion contained in this subpart.

Urbanized area means an urbanized
area as defined by the Bureau of the
Census in notices published periodi-
cally in the FEDERAL REGISTER. Gen-
erally an urbanized area is character-
ized as an area that comprises a place
and the adjacent densely settled terri-
tory that together have a minimum
population of 50,000 people.
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(b) Rules of Construction. Unless the
context otherwise indicates, ‘‘includes”
and ‘“‘including’ are not limiting, and
“or” is not exclusive. The terms de-
fined in paragraph (a) of this part in-
clude the plural as well as the singular,
and the singular as well as the plural.

[67 FR 1053, Jan. 9, 1992]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §1710.2, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.govinfo.gov.

§1710.3 Form and bulletin revisions.

References in this part to RUS or
REA forms or line numbers in RUS or
REA forms are based on RUS or REA
Form 7 and Form 12 dated December
1992, unless otherwise indicated. These
references will apply to corresponding
information in future versions of the
forms. The terms “RUS form’”, “RUS
standard form”, “RUS specification”,
and “RUS bulletin” have the same
meanings as the terms “REA form”,
“REA standard form”, “REA specifica-
tion”’, and ‘“‘REA bulletin’, respec-
tively, unless otherwise indicated.

[59 FR 66440, Dec. 27, 1994]

§1710.4 Exception authority.

Consistent with the RE Act and other
applicable laws, the Administrator
may waive or reduce any requirement
imposed by this part or other RUS reg-
ulations on an electric borrower, or a
lender whose loan is guaranteed by
RUS, if the Administrator determines
that imposition of the requirement
would adversely affect the Govern-
ment’s financial interest.

§1710.5 Availability of forms.

Information about the availability of
RUS forms and publications cited in
this part is available from Administra-
tive Services Division, Rural Utilities
Service, United States Department of
Agriculture, Washington, DC 20250-1500.
These RUS forms and publications may
be reproduced.

§1710.6 Applicability of certain provi-
sions to completed loan applica-
tions.

(a) Certain new or revised policies
and requirements set forth in this part,
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which are listed in this paragraph,
shall not apply to a pending loan appli-
cation that has been determined by
RUS to be complete as of January 9,
1992, the date of publication of such
policies and requirements in the FED-
ERAL REGISTER. This exception does
not apply to loan applications received
after said date, nor to incomplete ap-
plications pending as of said date. This
exception applies only to the following
provisions:

(1) Paragraph 1710.115(b)—with re-
spect to limiting loan maturities to the
expected useful life of the facilities fi-
nanced;

(2) Section 1710.116—with respect to
the requirement to develop and follow
an equity development plan;

(3) Paragraph 1710.151(f)—with re-
spect to the borrower providing satis-
factory evidence that a state regu-
latory authority will allow the facili-
ties to be included in the rate base or
otherwise allow sufficient revenues to
repay the loan;

(4) Paragraphs 1710.250(b), 1710.251(a),
and 1710.252(a)—with respect to the re-
quirement that improvements, replace-
ments, and retirements of generation
plant be included in a Construction
Work Plan; and

(5) Paragraph 1710.300(d)(b)—with re-
spect to the requirement that a bor-
rower’s financial forecast include a
sensitivity analysis of a reasonable
range of assumptions for each of the
major variables in the forecast.

(b) Certain provisions of this part
apply only to loans made on or after
February 10, 1992. These provisions are
identified in the individual sections of
this part.

[67 FR 1053, Jan. 9, 1992; 57 FR 4513, Feb. 5,
1992, as amended at 58 FR 66263, Dec. 20, 1993]

§§1710.7-1710.49 [Reserved]

Subpart B—Types of Loans and
Loan Guarantees

§1710.50 Insured loans.

RUS makes insured loans under sec-
tion 305 of the RE Act.

(a) Municipal rate loans. The standard
interest rate on an insured loan made
on or after November 1, 1993, is the mu-
nicipal rate, which is the rate deter-
mined by the Administrator to be
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equal to the current market yield on
outstanding municipal obligations with
remaining periods to maturity, up to 35
years, similar to the interest rate term
selected by the borrower. In certain
cases, an interest rate cap of 7 percent
may apply. The interest rate term and
rollover maturity date for a municipal
rate loan will be determined pursuant
to 7 CFR part 1714, and the borrower
may elect to include in the loan docu-
ments a prepayment option (call provi-
sion).

(b) Hardship rate loans. RUS makes
hardship rate loans at the 5 percent
hardship rate to qualified borrowers
meeting the criteria set forth in 7 CFR
1714.8

[568 FR 66263, Dec. 20, 1993]

§1710.51 Direct loans.

RUS makes direct loans under sec-
tion 4 of the RE Act.

(a) General. Except as otherwise
modified by this section, RUS will
make loans under the direct Treasury
rate loan program in the same manner
that it makes loans under the munic-
ipal rate program. The general and pre-
loan policies and procedures for munic-
ipal rate electric loans made by RUS
may be found in this part and 7 CFR
part 1714. Treasury rate electric loans
are also governed by such municipal
rate policies and procedures, except as
follows:

(1) Interest rates. The standard inter-
est rate on direct Treasury rate loans
will be established daily by the United
States Treasury. The borrower will se-
lect interest rate terms for each ad-
vance of funds. The minimum interest
rate term shall be one year. Interest
rate terms will be limited to terms
published by the Treasury (i.e. 1, 2, 3, 5,
7, 10, 20, and 30). Interest rate terms to
final maturity date, if other than pub-
lished by Treasury, will be determined
by RUS. Interest rates for terms great-
er than 30 years will be at the 30-year
rate. There will be no interest rate cap
on Treasury rate loans.

(2) Prepayment. A Treasury rate di-
rect electric loan may be repaid at par
on its rollover maturity date if there is
one. Such a loan, or portion thereof,
may also be prepaid after it has been
advanced for not less than two years,
at any time prior to its rollover or
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final maturity date at its ‘‘net present
value” (NPV) as determined by RUS.

(3) Supplemental financing. Supple-
mental financing will not be required
in connection with Treasury rate di-
rect electric loans.

(4) Transitional assistance. A Treasury
rate direct loan is not available to pro-
vide transitional assistance to bor-
rowers.

(b) Loan documents. Successful appli-
cants will be required to execute and
deliver to RUS a promissory note evi-
dencing the borrower’s obligation to
repay the loan. The note must be in
form and substance satisfactory to
RUS. RUS will require a form of note
substantially in the form that it cur-
rently accepts for direct municipal
rate electric loans, with such revisions
as may be necessary or appropriate to
reflect the different interest setting
provisions and the terms of paragraphs
(a) (1) and (2) of this section. All notes
will be secured in accordance with the
terms of 7T CFR part 1718.

[66 FR 66294, Dec. 26, 2001]

§1710.52 Loan guarantees.

RUS provides financing through 100
percent loan guarantees made under
sections 306 and 306A of the RE Act.
RUS also provides 90 percent loan guar-
antees under section 311 of the RE Act
to enable borrowers to secure financing
from certain private lenders. The loan
guarantees are made for a term of up
to 35 years, and the interest rate is es-
tablished at a rate agreed to by the
borrower and the lender, with RUS
concurrence. The guarantee applies to
the repayment of both principal and in-
terest.

[568 FR 66264, Dec. 20, 1993]

§1710.53 Refinancing.

(a) General. (1) Subject to the avail-
ability of funds for such purpose, RUS
may use loan funds to refinance prior
loans made or guaranteed under the RE
Act, as amended, (7 U.S.C. 902(a)). Such
refinancing must be in the interest of
rural consumers, taxpayers, rural eco-
nomic development or otherwise in the
public interest, as determined by the
Administrator.

(2) The Secretary’s authority to
make loans for refinancing under this
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section is in addition to any other au-
thority granted to the Secretary to
make or modify loans under the RE
Act or any other statutory authority.

(3) Nothing in this section changes
the policies or standards set forth in 7
CFR part 1717, subpart Y, or the terms
and conditions of the agreements en-
tered into between RUS and FFB or
the notes issued to RUS or FFB in con-
nection with RUS or FFB loans.

(4) When funds are made available
under this section, RUS will issue a
public notice in the FEDERAL REGISTER
specifying the amount of funds avail-
able under this section. The notice will
contain additional application proce-
dures specific to the amount and type
of funding available and new loan ap-
plication periods related to the avail-
ability of funds. The notice may also
include Administration priorities, such
as directing benefits to disadvantaged
communities and reducing greenhouse
gas emissions. The Administrator, in
setting funding priorities and applica-
tion periods, may consider the amount
of available funds, RUS resources, RUS
priorities and policy goals, and any
other factors related to the efficient
operation of the agency.

(b) Definitions. For the purpose of this
section, the following terms have the
following meanings. Terms not defined
here are defined in §1710.2. When the
definitions provided in this section
conflict with any other definition ap-
plicable to RUS Electric Program regu-
lations in this chapter, including
§1710.2, the definition of this section
will control only as it relates to refi-
nancing under this section.

Advance means advance or advances
of loan funds made by RUS to the bor-
rower pursuant to the terms and condi-
tions in the loan documents.

Agency means the Rural Utilities
Service or its successor.

Conditional commitment letter means
the notification issued by the Adminis-
trator to an eligible entity advising it
of the estimated terms, conditions, and
amount of the new loan.

Eligible entity means an RUS Electric
Program borrower with an unpaid and
outstanding FFB loan or RUS loan.

FFB means the Federal Financing
Bank.
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FFB loan means a loan made by FFB
and guaranteed by RUS pursuant to
the RE Act for electric purposes.

RUS loan means a loan made by the
RUS under the RE Act for electric pur-
poses.

(c) Loan purpose. Proceeds of loans
made under this section may be used
to:

(1) Prepay all outstanding amounts
owed on an FFB or RUS loan or one or
more advances made under such loan;
and

(2) Pay any applicable prepayment
premium, fee, or expense related to the
eligible RUS or FFB loan being refi-
nanced.

(d) Eligibility requirements—(1) Eligible
entity. Loans under this section may
only be made to an eligible entity for
the purposes indicated in paragraph (c)
of this section.

(2) Eligible loans for refinancing. Only
FFB loans and RUS loans as defined in
this section are eligible for refinancing
under this section.

(e) Allocation of funds under this sec-
tion. Unless prohibited by congres-
sional appropriation or statute, in allo-
cating the funds available to RUS
under its lending authority, the Ad-
ministrator may determine, on a pro-
grammatic or case by case basis, that
other RE Act loan purposes take pri-
ority over refinancing. The Adminis-
trator may, but is not limited to, con-
sider the following factors in making
this determination:

(1) The overall availability of funding
compared to anticipated loan demand;

(2) The best interests of rural con-
sumers;

(3) The protection of the Govern-
ment’s financial interest in existing
loans and collateral; and

(4) Broader policy objectives, includ-
ing directing benefits to disadvantaged
communities, reducing greenhouse gas
emissions, and other priorities of the
Secretary of Agriculture.

(f) Application process. (1) When funds
are available, the RUS will publish a
notice identifying the amount and type
of funds available for refinancing for
the funding period in total and per ap-
plicant. The notice will identify the
priorities established by the Agency for
the use of the available funds. Bor-
rowers seeking to refinance RUS loans
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or FFB loans will be required to sub-
mit, at a minimum, the following in-
formation:

(i) Borrower reference number;

(ii) Note designation;

(iii) Rural Electric Telephone (RET)
Advance loan account number;

(iv) FFB complete identifier for an
FFB loan;

(v) Date(s) of advance;

(vi) Interest rate;

(vii) Principal outstanding;

(viii) Current final maturity date;

(ix) Short narrative explaining how
the proposed refinancing would be in
the interest of rural consumers, tax-
payers, rural economic development or
otherwise in the public interest; and

(x) The requested final maturity date
for the new loan. The requested final
maturity date must be for a period not
to exceed the maximum maturity date
allowed by statute, regulation, or ap-
plicable notice. An eligible entity must
submit a certification that the remain-
ing useful life of its electric system is
equal to or exceeds the new requested
final maturity date and, that the re-
quested final maturity date does not
exceed the term of its wholesale power
contract with its members or with its
generation and transmission supplier
(where applicable).

(2) The Agency reserves the right to
offer a loan under this section with a
maturity date that varies from the re-
quested date. Unless the Administrator
makes a specific determination to the
contrary, the Electric Program will
not approve a new loan that includes a
final maturity date that exceeds the
remaining useful life of its electric sys-
tem or any applicable wholesale power
contract term.

(3) On a case-by-case basis, as nec-
essary, the Administrator may approve
a new loan that includes a final matu-
rity that exceeds the remaining useful
life of the applicant’s electric system
or applicable wholesale power contract
term provided the Administrator finds
that the requirements contained in
§1710.151 are satisfied, the new loan is
feasible under §1710.151(b), and such ac-
tion addresses critical environmental
or consumer needs.

(g) Loan requirements. (1) All refi-
nancing loans made under this section
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must be in the interest of rural con-
sumers, taxpayers, rural economic de-
velopment, or otherwise in the public
interest.

(2) All refinancing loans made under
this section must be feasible as deter-
mined by RUS based on the financial
condition of the borrower and the bor-
rower’s ability to repay and all loans
must be adequately secured, as deter-
mined by RUS.

(3) Borrowers will be required to exe-
cute new legal documents, including a
new note, loan contract, and security
documents as necessary.

(4) Refinancing loans made under this
section will generally be considered
categorical exclusions for the purpose
of environmental reviews because envi-
ronmental reviews have previously
been completed for the FFB loans or
RUS loans being refinanced.

(h) New loan terms. (1) Interest on ad-
vances made on loans made under this
section will be at the interest rate
available on the date of the advance for
the new loan used to refinance the
prior outstanding loan and any related
premium, fee, or expense.

(2) An eligible entity must propose a
maturity date for the new loan not to
exceed the maturity prescribed by this
section, a funding notice, or thirty-five
(35) years, whichever is shortest.

(3) An eligible entity may be given
the option of applying the proceeds of
an advance made on the new loan to
cover any applicable prepayment pre-
mium, fee, or other expense.

(4) If the prepayment premiums are
to be financed by the new loan, the
maximum principal amount of the note
will be increased in an amount suffi-
cient to cover such prepayment pre-
miums in full.

(5) Provided such waiver is not incon-
sistent with applicable law or the
terms and conditions of the notes pre-
viously issued to RUS or FFB, the Ad-
ministrator may, on a case-by-case
basis, waive or modify the require-
ments set forth in this paragraph (h), if
in the Administrator’s judgment, it is
necessary to implement the intent of
the authorizing statute and is in the
best financial interest of the Govern-
ment.

[87 FR 74497, Dec. 6, 2022]
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§§1710.54-1710.99 [Reserved]

Subpart C—Loan Purposes and
Basic Policies

§1710.100 General.

(a) RUS makes loans and loan guar-
antees to finance the construction of
electric distribution, transmission, and
generation facilities, including system
improvements and replacements, and
cybersecurity and grid security im-
provements, required to furnish and
improve electric service in rural areas,
and for demand side management, effi-
ciency, and energy conservation pro-
grams, and on-grid and off-grid renew-
able energy systems. In certain limited
circumstances, and at the discretion of
the Administrator, RUS may finance
selected operating expenses of its bor-
rowers. Loans made or guaranteed by
the Administrator will be made in con-
formance with the RE Act, as amended
(7 U.S.C. 901 et seq.), and this chapter.
The Administrator’s decision to pro-
vide financing for selecting operating
expenses may include, but is not lim-
ited to the following factors:

(1) The overall availability of funding
compared to anticipated loan demand;

(2) The best interests of rural con-
sumers;

(3) The protection of the Govern-
ment’s financial interest in existing
loans and collateral; and

(4) Broader policy objectives, includ-
ing directing benefits to disadvantaged
communities, reducing greenhouse gas
emissions, and other priorities of the
Secretary of Agriculture.

(b) RUS provides technical assistance
to borrowers to aid the development or
improvement of rural electric service
and to protect RUS’ loan security. Ad-
ditional information is available at
hitps:/rd.usda.gov/programs-services/elec-
tric-programs.

(c) Provided funds are available for
such purpose, RUS may refinance, as
provided in §1710.53, RUS Electric Pro-
gram loans made or guaranteed for the
purpose of furnishing and improving
electric service in rural areas, and for
the purpose of assisting electric bor-
rowers to implement demand side man-
agement, energy efficiency and con-
servation programs, on-grid and off-
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grid renewable energy systems, and cy-
bersecurity and grid security improve-
ments.

[87 FR 74498, Dec. 6, 2022]

§1710.101 Types of eligible borrowers.

(a) RUS makes loans to corporations,
States, Tribes, territories, and subdivi-
sions and agencies thereof; municipali-
ties; people’s utility districts; and co-
operative, nonprofit, limited-dividend,
or mutual associations that provide or
propose to provide:

(1) The retail electric service needs of
rural areas, or

(2) The power supply needs of dis-
tribution borrowers under the terms of
power supply arrangement satisfactory
to RUS, or

(3) Eligible purposes under the Rural
Energy Savings Program, including en-
ergy efficiency, renewable energy, en-
ergy storage or energy conservation
measures and related services, im-
provements, investments, financing or
relending.

(b) In making loans, RUS gives pref-
erence to States, Tribes, territories,
and subdivisions and agencies thereof;
municipalities; people’s utility dis-
tricts; and cooperative, nonprofit, or
limited-dividend associations. RUS
does not make direct loans to indi-
vidual consumers.

(c) For the purpose of determining
eligibility of a distribution borrower
not in default on the repayment of a
loan made or guaranteed under the RE
Act for a loan, loan guarantee, or lien
accommodation, a default by a bor-
rower from which a distribution bor-
rower purchases wholesale power shall
not:

(1) Be considered a default by the dis-
tribution borrower;

(2) Reduce the eligibility of the dis-
tribution borrower for assistance under
the RE Act; or

(3) Be the cause, directly or indi-
rectly, of imposing any requirement or
restriction on the borrower as a condi-
tion of the assistance, except such re-
quirements or restrictions as are nec-
essary to implement a debt restruc-
turing agreed on by the power supply
borrower and RUS.

(d) For the purpose of determining
the eligibility of a distribution bor-
rower, RUS will consider whether the
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distribution borrower is current on its
obligations to its wholesale power sup-
plier under the RUS wholesale power
contract.

(e) Nothing in paragraph (c) of this
section relieves any distribution bor-
rower that is a member of a power sup-
ply borrower in default on its obliga-
tions to RUS or operating under a debt
restructuring agreement, of require-
ments set forth in RUS regulations, in-
cluding, without limitation,
§1710.112(b)(6), or of any terms and con-
ditions that the Administrator may
otherwise impose on any borrower as a
condition of obtaining a loan or loan
guarantee (including, in appropriate
cases, member guarantees).

(f) Except as provided in paragraph
(g) of this section, former borrowers
that have paid off all outstanding loans
may reapply for a loan to serve RE Act
beneficiary loads accruing from the
time the former borrower’s complete
loan application is received by RUS.
The determination of whether an area
is rural will be based on the Census
designation of the area at the time of
the reapplication for a loan, if the area
is not served by electric facilities fi-
nanced by RUS. If the area is served by
electric facilities financed by RUS, it
will continue to be considered rural.

(g) Former borrowers that have pre-
paid all, or portions of outstanding in-
sured and direct loans in accordance
with RUS regulations must comply
with the provisions of 7 CFR part 1786
before being considered eligible to bor-
row additional funds from RUS.

[68 FR 66264, Dec. 20, 1993, as amended at 78
FR 73365, Dec. 5, 2013; 85 FR 18418, Apr. 2,
2020; 87 FR 73436, Nov. 30, 2022]

§1710.102 Borrower eligibility for dif-
ferent types of loans.

(a) Insured loans under section 305. In-
sured loans are normally reserved for
the financing of distribution and sub-
transmission facilities of both distribu-
tion and power supply borrowers, in-
cluding, under certain circumstances,
the implementation of demand side
management, energy efficiency and en-
ergy conservation programs, and on
grid and off grid renewable energy sys-
tems. In accordance with §1710.110, the
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Administrator may require the bor-
rower to obtain no more than 30 per-
cent of the total debt financing re-
quired for a proposed project by means
of a supplemental loan from another
lender without an RUS guarantee.

(b) Direct loans under section 4. Direct
loans are normally reserved for the fi-
nancing of distribution and subtrans-
mission facilities of both distribution
and power supply borrowers, including,
under certain circumstances, the im-
plementation of demand side manage-
ment, energy efficiency and energy
conservation programs, and on grid and
off grid renewable energy systems.

(c) One hundred percent loan guaran-
tees under section 306. Both distribution
and power supply borrowers are eligible
for 100 percent loan guarantees under
section 306 of the RE Act for any or all
of the purposes set forth in §1710.106,
including, under certain cir-
cumstances, the implementation of de-
mand side management, energy con-
servation programs, and on grid and off
grid renewable energy systems. (See 7
CFR part 1712). These guarantees are
normally used to finance bulk trans-
mission and generation facilities, but
they may also be used to finance dis-
tribution and subtransmission facili-
ties. If a borrower applies for a section
306 loan guarantee to finance all or a
portion of distribution and subtrans-
mission facilities, such request will not
affect the borrower’s eligibility for an
insured loan to finance any remaining
portion of said facilities or for any fu-
ture insured loan to finance other dis-
tribution or subtransmission facilities.
A section 306 loan guarantee, however,
may not be used to guarantee a supple-
mental loan required by §1710.110.

(d) One hundred percent loan guaran-
tees under section 306A. Under section
306A of the RE Act, both distribution
and power supply borrowers are eligible
under certain conditions to use an ex-
isting section 306 guarantee to refi-
nance advances made on or before July
2, 1986 from a loan made by the Federal
Financing Bank. (See 7 CFR part 1786.)

(e) Ninety percent guarantees of pri-
vate-sector loans under section 311. Under
section 311 of the RE Act, both dis-
tribution and power supply borrowers
in the state of Alaska are eligible
under certain conditions to obtain
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from RUS a 90 percent guarantee of a
private-sector loan to refinance their
Federal Financing Bank loans. (See 7
CFR part 1786.)

[67 FR 2832, Jan. 24, 1992, as amended at 58
FR 66264, Dec. 20, 1993; 66 FR 66294, Dec. 26,
2001; 78 FR 73365, Dec. 5, 2013]

§1710.103 Area coverage.

(a) Borrowers shall make a diligent
effort to extend electric service to all
unserved persons within their service
area who:

(1) Desire electric service; and

(2) Meet all reasonable requirements
established by the borrower as a condi-
tion of service.

(b) If economically feasible and rea-
sonable considering the cost of pro-
viding such service and/or the effects
on all consumers’ rates, such service
shall be provided, to the maximum ex-
tent practicable, at the rates and min-
imum charges established in the bor-
rower’s rate schedules, without the
payment by such persons, other than
seasonal or temporary consumers, of a
contribution in aid of construction. A
seasonal consumer is one that demands
electric service only during certain
seasons of the year. A temporary con-
sumer is a seasonal or year-round con-
sumer that demands electric service
over a period of less than five years.

(c) Borrowers may assess contribu-
tions in aid of construction provided
such assessments are consistent with
the policy set forth in this section.

[67 FR 1053, Jan. 9, 1992, as amended at 60 FR
67404, Dec. 29, 1995]

§1710.104 Service to non-RE Act bene-
ficiaries.

(a) To the greatest extent practical,
loans are limited to providing and im-
proving electric facilities to serve con-
sumers that are RE Act beneficiaries.
When it is determined by the Adminis-
trator to be necessary in order to fur-
nish or improve electric service in
rural areas, loans may, under certain
circumstances, be made to finance
electric facilities to serve consumers
that are not RE Act beneficiaries.

(b) Loan funds may be approved for
facilities to serve non-RE Act bene-
ficiaries only if:
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(1) The primary purpose of the loan is
to furnish or improve service for RE
Act beneficiaries; and

(2) The use of loan funds to serve
non-RE Act beneficiaries is necessary
and incidental to the primary purpose
of the loan.

[67 FR 1053, Jan. 9, 1992; 57 FR 4513, Feb. 5,
1992, as amended at 58 FR 66264, Dec. 20, 1993]

§1710.105 State and Tribal regulatory
approvals.

(a) In States or in Tribal areas where
a borrower is required to obtain ap-
proval of a project or its financing
from a State or Tribal regulatory au-
thority, RUS requires that such ap-
provals be obtained before the fol-
lowing types of loans are approved by
RUS:

(1) Loans requiring an Environmental
Impact Statement;

(2) Loans to finance generation and
transmission facilities, when the loan
request for such facilities is $25 million
or more; and

(3) Loans for the purpose of assisting
borrowers to implement demand side
management and energy conservation
programs and on and off grid renewable
energy systems.

(b) In Tribal areas all borrowers are
required to obtain approval of the
project from the Tribal government or
relevant Tribal regulatory body, before
any loan is approved by RUS.

(c) At minimum, in the case of all
loans in States or Tribal areas where
State regulatory approval is required
of the project or its financing, such
State or Tribal approvals will be re-
quired before loan funds are advanced.

(d) In cases where State regulatory
authority or Tribal government or rel-
evant Tribal regulatory body approval
has been obtained, but the borrower
has failed to proceed with the project
in a timely manner according to the
schedule contained in the borrower’s
project design manual, or if there are
cost overruns or other developments
that threaten loan feasibility or secu-
rity, RUS may require the borrower to
obtain a reaffirmation of the project
and its financing from the State or
Tribal authority before any additional
loan funds are advanced.

[87 FR 73436, Nov. 30, 2022]

54

7 CFR Ch. XVII (1-1-25 Edition)

§1710.106 Uses of loan funds.

(a) Funds from loans made or guaran-
teed by RUS may be used to finance:

(1) Distribution facilities. (i) The con-
struction of new distribution facilities
or systems, the cost of system im-
provements and removals less salvage
value, the cost of ordinary replace-
ments and removals less salvage value,
needed to meet load growth require-
ments, improve the quality of service,
or replace existing facilities.

(ii) The purchase, rehabilitation and
integration of existing distribution fa-
cilities and associated service territory
when the acquisition is an incidental
and necessary means of providing or
improving service to persons in rural
areas who are not receiving adequate
central station service, and the bor-
rower is unable to finance the acquisi-
tion from other sources. See §1710.107.

(2) Transmission and generation facili-
ties. (i) The construction of new trans-
mission and generation facilities or
systems, the cost of system improve-
ments and removals, less salvage value,
the cost of ordinary replacements and
removals less salvage value, needed to
meet load growth, improve the quality
of service, or replace existing facilities.

(ii) The purchase of an ownership in-
terest in new or existing transmission
or generation facilities to serve RE Act
beneficiaries.

(3) Headquarters Offices, Warehouse,
and garage facilities. The purchase, re-
modeling, or construction of head-
quarters office, other headquarters fa-
cilities, warehouse, and garage facili-
ties required for the operation of a bor-
rower’s system. See paragraph (b) of
this section.

(4) Interest. The payment of interest
on indebtedness incurred by a borrower
to finance the construction of genera-
tion and transmission facilities during
the period preceding the date such fa-
cilities are placed into service, if re-
quested by the borrower and found nec-
essary by RUS.

(5) Certain costs incurred in demand
side management, energy conservation
programs and on and off grid renewable
energy systems.

(6) Eligible Energy Efficiency and
Conservation Programs pursuant to
Subpart H of this part.
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(T) Cybersecurity and grid security. Eli-
gible cybersecurity and grid security
improvements.

(8) Smart grid infrastructure. The pur-
chase, installation, improvements, and
investments in assets needed for a ro-
bust smart grid infrastructure capa-
bility that enables the utility to oper-
ate efficiently, improve its reliability,
and enhance its ability to recover from
disasters, physical or cyber-attacks,
carry out energy efficiency and demand
side management activities, and imple-
ment renewable energy technologies
and cybersecurity and grid security
strategies.

(i) Smart grid, grid security, or cy-
bersecurity infrastructure financed
under this section must relate to one
or more electric utility or energy effi-
ciency purpose. Loan proceeds under
this section may not be used to solely
finance retail broadband services.

(ii) Notwithstanding paragraph
(a)(8)(1) of this section, a borrower is
permitted to use up to 10 percent of the
amount provided under this subpart to
construct, improve, or acquire
broadband infrastructure related to the
project financed, subject to the re-
quirements of 7 CFR part 1980, subpart
M.

(b) In cases of financial hardship, as
determined by the Administrator,
loans may also be made to finance the
following items:

(1) General plant equipment, includ-
ing furniture, office, transportation,
data processing and other work equip-
ment; and

(2) Working capital required for the
initial operation of a new system.

(¢c) RUS will not make loans to fi-
nance the following:

(1) Electric facilities, equipment, ap-
pliances, or wiring located inside the
premises of the consumer, except for
measures related to grid security, cy-
bersecurity, or assets financed pursu-
ant to an eligible EE Program, and
qualifying items included in a loan for
demand side management or energy re-
source conservation programs, or re-
newable energy systems.

(2) Facilities to serve consumers who
are not RE Act beneficiaries unless
those facilities are necessary and inci-
dental to providing or improving elec-
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tric service in rural
$1710.104).

(3) Any facilities or other purposes
that a State regulatory authority hav-
ing jurisdiction will not approve for in-
clusion in the borrower’s rate base or
will not otherwise allow rates suffi-
cient to repay with interest the debt
incurred for the facilities or other pur-
poses.

(d) A distribution borrower may re-
quest a loan period of up to 4 years. Ex-
cept in the case of loans for new gener-
ating and associated transmission fa-
cilities, a power supply borrower may
request a loan period of not more than
4 years for transmission and substation
facilities and improvements or replace-
ments of generation facilities. The loan
period for new generating facilities and
DSM activities will be determined on a
case-by-case basis. The Administrator
may approve a loan period shorter than
the period requested by the borrower, if
in the Administrator’s sole discretion,
a loan made for the longer period
would fail to meet RUS requirements
for loan feasibility and loan security
set forth in §§1710.112 and 1710.113, re-
spectively.

(e)(1) If, in the sole discretion of the
Administrator, the amount authorized
for lending for municipal rate loans,
hardship rate loans, and loan guaran-
tees in a fiscal year is substantially
less than the total amount eligible for
RUS financing, RUS may limit the
size, type, or purpose of loans approved
during the fiscal year. Depending on
the amount of the shortfall between
the amount authorized for lending and
the loan application inventory on hand
for each type of loan, RUS may either
reduce the amount on an equal propor-
tion basis for all applicants for that
type of loan based on the amount of
funds for which the applicant is eligi-
ble or may shorten the loan period for
which funding will be approved to less
than the maximum of 4 years. All ap-
plications for the same type of loan ap-
proved during a fiscal year will be
treated in the same manner, except
that RUS will not limit funding to any
borrower requesting a RUS loan or
loan guarantee of $1 million or less.
Should a shortfall or urgent need re-
lated to cybersecurity, grid security, or
statutory preference become evident

areas (See
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during a fiscal year, the Administrator
may announce priorities in a public no-
tice for utilizing available funds for the
balance of the fiscal year.

(2) If RUS limits the amount of loan
funds approved for borrowers, the Ad-
ministrator shall provide public notice
to all electric borrowers as early as
possible in the fiscal year of the man-
ner in which funding will be limited.
The portion of the loan application
that is not funded during that fiscal
year may, at the borrower’s option, be
treated as a second loan application re-
ceived by RUS at a later date. This
date will be determined by RUS in the
same manner for all affected loans and
will be based on the availability of loan
funds. The second loan application
shall be considered complete except
that the borrower must submit a cer-
tification from a duly authorized cor-
porate official stating that funds are
still needed for loan purposes specified
in the original application and must
notify RUS of any changes in its cir-
cumstances that materially affects the
information contained in the original
loan application or the primary sup-
port documents. See §1710.401(f).

(f)(1) For borrowers having one or
more loans approved on or after Octo-
ber 1, 1991, advances of funds will be
made only for the primary budget pur-
poses included in the loan as shown on
RUS Form 740c as amended and ap-
proved by RUS, or on a construction
work plan or a construction work plan
amendment approved by RUS. Each ad-
vance will be charged to the oldest out-
standing note(s) having unadvanced
funds for the primary budget purpose
for which the request for advances was
made, regardless of whether such notes
are associated with loans approved be-
fore or after October 1, 1991, unless any
conditions on advances under any of
these notes have not been met by the
borrower.

(2) For borrowers whose most recent
loan was approved before October 1,
1991, advances will be made on the old-
est outstanding note having
unadvanced funds, unless any condi-
tions on advances under such note have
not been met by the borrower.

(g) A borrower is permitted to use up
to 10 percent of the amount provided
under this part to construct, improve,
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or acquire broadband infrastructure re-
lated to the project financed, subject to
the requirements of 7 CFR part 1980,
subpart M.

[67 FR 1053, Jan. 9, 1992, as amended at 58 FR
66265, Dec. 20, 1993; 60 FR 3730, Jan. 19, 1995;
62 FR 7922, Feb. 21, 1997; 64 FR 33178, June 22,
1999; 78 FR 73365, Dec. 5, 2013; 84 FR 32610,
July 9, 2019; 85 FR 57081, Sept. 15, 2020; 87 FR
74498, Dec. 6, 2022; 87 FR 73436, Nov. 30, 2022]

§1710.107 Amount lent for acquisi-
tions.

The maximum amount that will be
lent for an acquisition is limited to the
value of the property, as determined by
RUS. If the acquisition price exceeds
this amount, the borrower shall pro-
vide the remainder without RUS finan-
cial assistance.

§1710.108 Mergers and consolidations.

(a) RUS encourages its borrowers to
consider merging or consolidating with
another electric borrower when such
action will contribute to greater oper-
ating efficiency and financial sound-
ness.

(b) After a merger or consolidation,
RUS will give priority consideration
per §1710.119 to the processing of loans
for the surviving system to finance the
integration and rehabilitation of elec-
tric facilities, if necessary, and the im-
provement or extension of electric
service in rural areas. Such priority
consideration will also be given in the
case of a borrower that has merged or
consolidated with an electric system
that has not previously received RUS
financial assistance, if such system was
serving primarily rural residents at the
time of the merger or consolidation
and such rural residents will continue
to be served by the merged or consoli-
dated system. RUS does not make
loans for costs incurred in effectuating
mergers or consolidations, such as
legal expenses or feasibility study
costs.

§1710.109 Reimbursement of general
funds and interim financing.

(a) Borrowers may request that a
loan include funds to reimburse general
funds and/or replace interim financing
used to finance equipment and facili-
ties that were included in an RUS-ap-
proved construction work plan, energy
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efficiency and conservation program
work plan, work plan amendment or
other RUS-approved plan, and for
which loan funds have not been pro-
vided by RUS. Such reimbursement
and/or replacement of interim financ-
ing may include the direct costs of pro-
curement and construction, as well as
the related cost of engineering, archi-
tectural, environmental and other
studies and plans needed to support the
project, when such cost is capitalized
as part of the cost of the facilities.

(b) If procurement and/or construc-
tion of the equipment and facilities
was completed prior to the current
loan period, reimbursement, including
replacement of interim financing, will
be limited, except in cases of extreme
financial hardship as determined by
the Administrator, to the cost of pro-
curement and construction completed
during the period immediately pre-
ceding the current loan period, as spec-
ified in paragraph (c) of this section. As
defined in §1710.2, the loan period be-
gins on the date shown on page 1 of
RUS Form 740c, Cost Estimates and
Loan Budget for Electric Borrowers.

(c) The period immediately preceding
the current loan period for which reim-
bursement and replacement of interim
financing is authorized under para-
graph (b) of this section is 48 months.
Policies for reimbursement of general
funds and interim financing following
certain mergers, consolidations, and
transfers of systems substantially in
their entirety are set forth in 7 CFR
1717.154.

(d) If the reimbursement of general
funds and/or replacement of interim fi-
nancing is for approved expenditures
for equipment and facilities whose pro-
curement and/or construction is com-
pleted during the current loan period,
the time limits of paragraph (c) of this
section do not apply.

[67 FR 1053, Jan. 9, 1992, as amended at 58 FR
66265, Dec. 20, 1993; 61 FR 66870, Dec. 19, 1996;
78 FR 73366, Dec. 5, 2013; 86 FR 36196, July 9,
2021]

§1710.110 Supplemental financing.

(a) Except in the case of financial
hardship as determined by the Admin-
istrator, and following certain mergers,
consolidations, and transfers of sys-
tems substantially in their entirety as
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set forth in 7 CFR 1717.154, applicants
for a municipal rate loan will be re-
quired to obtain a portion of their loan
funds from a supplemental source with-
out an RUS guarantee, in the amounts
set forth in paragraph (c) of this sec-
tion. RUS will normally grant a lien
accommodation to the supplemental
lender. RUS does not require supple-
mental financing in conjunction with
an RUS guaranteed loan. However, if a
borrower elects to obtain supplemental
financing in conjunction with a guar-
anteed loan, the granting of RUS’s loan
guarantee may be conditioned on the
borrower’s obtaining supplemental fi-
nancing.

(b) The terms and conditions of sup-
plemental financing and any security
offered to the supplemental lender are
subject to RUS approval. Generally,
supplemental loans must have the
same final maturity and be amortized
in the same manner as RUS loans made
concurrently. Borrowers may elect to
repay the loans either in substantially
equal periodic installments covering
interest and principal, or in periodic
installments that include interest and
level amortization of principal.

(c) Supplemental financing required for
municipal rate loans—(1) Distribution
borrowers. (i) Distribution borrowers
that had, as of December 31, 1980, an
average consumer density of 2 or fewer
consumers per mile or an average ad-
justed plant revenue ratio (APRR), as
defined in §1710.2, of over 9.0 shall ob-
tain supplemental financing equal to 10
percent of their loan request.

(ii) All other distribution borrowers
must obtain supplemental financing
according to their plant revenue ratio
(PRR), as defined in §1710.2, based on
the most recent year-end data avail-
able on the date of loan approval, as
follows:

Supplemental loan

PRR percentage

9.00 and above ...
8.01-8.99
8.00 and below ...

10
20
30

(iii) If a distribution borrower enters
into a merger, consolidation, or trans-
fer of system substantially in its en-
tirety, and the provisions of 7 CFR
1717.154(b) do not apply, required sup-
plemental financing will be determined



§1710.110

as follows for loans approved by RUS
after December 19, 1996. If one of the
merging parties met the criteria in
paragraph (c)(1)(i) of this section prior
to the effective date of the merger con-
solidation or transfer, the borrower
will be required to obtain supplemental
financing equal to 10 percent of any
loan funds requested for facilities to
serve consumers located in the terri-
tory formerly served by the ‘‘paragraph
©)(1)3a)” borrower. The required
amount of supplemental financing for
the rest of the loan will be determined
according to the provisions of para-
graph (¢)(1)(ii) of this section.

(2) Power supply borrowers. The sup-
plemental loan proportion required of a
power supply borrower is based on the
simple arithmetic mean of the supple-
mental loan proportions required of the
borrower’s distribution members.

(3) Subsequent loans. (i) If more than 5
percent of an insured loan made prior
to November 1, 1993, or of a municipal
rate loan is terminated or rescinded,
the amount of supplemental financing
required in the borrower’s next loan
after the rescission for which supple-
mental financing is required, pursuant
to paragraph (a) of this section, will be
adjusted to average the actual supple-
mental financing portion on the termi-
nated or rescinded loan with the sup-
plemental financing portion that would
have been required on the new loan ac-
cording to paragraphs (c)(1) and (2) of
this section, in accordance with the
formulas set forth in paragraphs
(c)(3)(ii) and (iii) of this section.

(ii) If a borrower’s supplemental fi-
nancing requirement as set forth in
paragraphs (a), (¢c)(1), and (c)(2) of this
section has not changed between the
most recent loan and the loan being
considered, then the amount of supple-
mental financing required for the new
loan will be computed as follows:

Supplemental financing amount, new
loan = [(A+B)xC] - D

where:

A = The total funds ($) actually advanced
from the first loan, including both RUS
loan funds and funds from the supple-
mental loan, plus any unadvanced funds
still available to the borrower after the
rescission.

B = The total amount ($) for facilities of the
new loan request, including both RUS
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loan funds and funds from supplemental
loans.

C = The proportion (%) of supplemental fi-
nancing required on the loans according
to paragraphs (a), (¢)(1) and (c)(2) of this
section.

D = The amount ($) of supplemental funds
actually advanced on the first loan, plus
any unadvanced supplemental funds still
available to the borrower after the re-
scission.

(iii) If a borrower’s supplemental fi-
nancing requirement as set forth in
paragraphs (a), (¢)(1), and (c)(2) of this
section has changed between the most
recent loan and the loan being consid-
ered, then the amount of supplemental
financing required for the new loan will
be the weighted average of the portions
otherwise applicable on the two loans
and will be computed as follows:

Supplemental financing amount, new
loan = (A xC;)+ (BxCy)—D

where:

A = The total funds ($) actually advanced
from the first loan, including both RUS
loan funds and funds from the supple-
mental loan, plus any unadvanced funds
still available to the borrower after the
rescission.

B = The total amount ($) for facilities of the
new loan request, including both RUS
funds and funds from supplemental loans.

C, = The proportion (%) of supplemental fi-
nancing required on the old loan accord-
ing to paragraphs (a), (¢)(1) and (c)(2) of
this section.

C, = The proportion (%) of supplemental fi-
nancing required on the new loan accord-
ing to paragraphs (a), (¢)(1) and (c)(2) of
this section.

D = The amount ($) of supplemental funds
actually advanced on the first loan, plus
any unadvanced supplemental funds still
available to the borrower after the re-
scission.

(d) Supplemental financing will not
be required in connection with hard-
ship rate loans. Borrowers that qualify
for hardship rate loans but elect to
take municipal rate loans instead, will
be required to obtain supplemental fi-
nancing pursuant to this section, un-
less at the time of loan approval, there
are no funds remaining available for
hardship loans, in which case supple-
mental financing will not be required.
[67 FR 1053, Jan. 9, 1992, as amended at 58 FR

66265, Dec. 20, 1993; 60 FR 3730, Jan. 19, 1995;
61 FR 66870, Dec. 19, 1996]
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§1710.111 Refinancing.

(a) RUS makes loans or loan guaran-
tees to refinance the outstanding in-
debtedness of borrowers in the fol-
lowing cases:

(1) Loans or loan guarantees to refi-
nance long-term debt owed by bor-
rowers to the Tennessee Valley Au-
thority for credit extended under the
terms of the Tennessee Valley Author-
ity Act of 1933, as amended.

(2) Loan guarantees made in accord-
ance with the provisions of section
306A of the RE Act to prepay a loan (or
any loan advance thereunder) made by
the Federal Financing Bank.

(b) In certain circumstances, RUS
may make a loan to replace interim fi-
nancing obtained for the construction
of facilities (See §1710.109).

§1710.112 Loan feasibility.

(a) RUS will make a loan only if
there is reasonable assurance that the
loan, together with all outstanding
loans and other obligations of the bor-
rower, will be repaid in full as sched-
uled, in accordance with the mortgage,
notes, and loan contracts. The bor-
rower must provide evidence satisfac-
tory to the Administrator that the
loan will be repaid in full as scheduled,
and that all other obligations of the
borrower will be met.

(b) Based on evidence submitted by
the borrower and other information,
RUS will use the following criteria to
evaluate loan feasibility:

(1) Projections of power require-
ments, rates, revenues, expenses, mar-
gins, and other factors for the present
system and proposed additions are
based on reasonable assumptions and
adequate supporting data and analysis,
including analysis of a range of as-
sumptions for the significant variables,
when required by §1710.300(d)(5).

(2) Projected revenues from the rates
proposed by the borrower are adequate
to meet the required TIER and DSC ra-
tios based on the borrower’s total
costs, including the projected max-
imum debt service cost of the new loan.

(3) The economics of the borrower’s
operations and service area are such
that consumers can reasonably be ex-
pected to pay the proposed rates re-
quired to cover all expenses and meet
RUS TIER and DSC requirements, and
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the borrower can reasonably compete
with other utilities and other energy
sources to prevent substantial load loss
while providing satisfactory service to
its consumers.

(4) Risks of possible loss of substan-
tial loads from large consumers or
from load concentrations in particular
industries will not substantially impair
loan feasibility.

(5) Risks of loss of portions of the
borrower’s service territory from an-
nexation or other causes will not sub-
stantially impair loan feasibility. If
there appears to be a substantial risk,
RUS may require additional informa-
tion from the borrower, such as a sum-
mary and analysis of the risk by the
borrower; state, county or local plan-
ning reports having information on
projected growth or expansion plans of
local communities; annexation plans of
the municipalities in question; and any
other relevant information.

(6) In states where rates or invest-
ment decisions are subject to approval
by state regulatory authorities, there
is reasonable expectation that such ap-
provals will be forthcoming to enable
repayment of the loan in full according
to its terms.

(7) The experience and performance
of the system’s management is accept-
able.

(8) In the case of joint ventures, the
borrower has sufficient management
control or other contractual safeguards
with respect to the construction and
operation of the jointly owned facility
to ensure that the borrower’s interests
are protected and the credit risk is
minimized.

(9) The borrower has implemented
adequate financial and management
controls and there are and have been
no significant financial or other irreg-
ularities.

(10) The borrower’s projected capital-
ization, measured by its equity as a
percentage of total assets, is adequate
to enable the borrower to meet its fi-
nancial needs and to provide service
consistent with the RE Act. Among the
factors to be considered in reviewing
the borrower’s projected capitalization
are the economic strength of the bor-
rower’s service territory, the inherent
cost of providing service to the terri-
tory, the disparity in rates between the
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borrower and neighboring utilities, the
intensity of competition faced by the
borrower from neighboring utilities
and other power sources, and the rel-
ative amount of new capital invest-
ment required to serve existing or new
loads.

[67 FR 1053, Jan. 9, 1992; 57 FR 4513, Feb. 5,
1992, as amended at 60 FR 3731, Jan. 19, 1995;
63 FR 51793, Sept. 29, 1998; 84 FR 32610, July
9, 2019]

§1710.113 Loan security.

(a) RUS makes loans only if, in the
judgment of the Administrator, the se-
curity therefor is reasonably adequate
and the loan will be repaid according to
its terms within the time agreed.

(b) RUS generally requires that bor-
rowers provide it with a first lien on all
of the borrower’s real and personal
property, including intangible personal
property and any property acquired
after the date of the loan. This lien
shall be in the form of a mortgage by
the borrower to the Government or a
deed of trust between the borrower and
a trustee satisfactory to the Adminis-
trator, together with such security
documents as RUS may deem nec-
essary in a particular case.

(c)(1) When a borrower is unable by
reason of preexisting encumbrances, or
otherwise, to furnish a first mortgage
lien on its entire system the Adminis-
trator may accept other forms of secu-
rity, such as a pledge of revenues, if he
or she determines such security is rea-
sonably adequate and the form and na-
ture thereof is otherwise acceptable.

(2) The Administrator, at his or her
discretion, may approve the use of an
indenture patterned after those inden-
tures commonly used by utilities en-
gaged in private market financing, in
lieu of a mortgage as the security in-
strument for loans to power supply
borrowers. The use of an indenture will
be by mutual agreement of the bor-
rower and the Administrator. The
terms of each indenture and related
loan agreement will be negotiated on a
case by case basis to best meet the
needs of the individual borrower and
the Government. The provisions of the
indenture and loan contract shall con-
trol, notwithstanding any provisions of
7 CFR Chapter XVII which may be in
conflict therewith.
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(d) In the case of loans that include
the financing of electric facilities that
are operated as an integral component
of a non-RUS financed system (such as
generation and transmission facilities
co-owned with other electric utilities),
the borrower shall, in addition to the
mortgage lien on all of the borrower’s
electric facilities, furnish adequate as-
surance, in the form of contractual or
other security arrangements, that the
system will be operated on an efficient
and continuous basis. Satisfactory evi-
dence must also be provided that the
non-RUS financed system is financially
sound and under capable management.
Examples of such evidence include fi-
nancial reports, annual reports, Secu-
rity and Exchange Commission 10K re-
ports if the system is required to file
them, credit reports from Standard and
Poor’s, Moodys or other recognized
sources, reports to state regulatory au-
thorities and the Federal Energy Regu-
latory Commission, and evidence of a
successful track record in related con-
struction projects.

(e) Additional controls on the bor-
rower’s financial, investment and man-
agerial activities appear in the loan
contract and mortgage required by
RUS.

[67 FR 1053, Jan. 9, 1992, as amended at 62 FR
7665, Feb. 20, 1997]

§1710.114 TIER, DSC, OTIER
ODSC requirements.

and

(a) General. Requirements for cov-
erage ratios are set forth in the bor-
rower’s mortgage, loan contract, or
other contractual agreements with
RUS. Nothing in this section, however,
shall limit the Administrator’s ability
to contractually agree to a different
ratio provided in this section when
doing so would advance or protect the
interests of the government.

(b) Coverage ratios. (1) The minimum
coverage ratios required of distribution
borrowers whether applied on an an-
nual or average basis of the 2 best
years out of the 3 most recent calendar
years, are a TIER of 1.25, DSC of 1.25.
Further, the minimum coverage ratios
required of distribution borrowers
whether applied on an annual or aver-
age basis of the 2 best years out of the
3 most recent calendar years are an
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OTIER and ODSC of 1.1 or an MTIER
and MDSC of 1.1.

(2) The minimum coverage ratios re-
quired of power supply borrowers,
whether applied on an annual or aver-
age basis, are a TIER of 1.056 and DSC of
1.00.

(3) When new loan contracts are exe-
cuted, the Administrator may, case by
case, increase the coverage ratios of
distribution and power supply bor-
rowers above the levels cited in para-
graphs (b)(1) and (b)(2), respectively, of
this section if the Administrator deter-
mines that the higher ratios are re-
quired to ensure reasonable security
for and/or the repayment of loans made
or guaranteed by RUS. Also, the Ad-
ministrator may, case by case, reduce
said coverage ratios if the Adminis-
trator determines that the lower ratios
are required to ensure reasonable secu-
rity for and/or the repayment of loans
made or guaranteed by RUS. Policies
for coverage ratios following certain
mergers, consolidations, and transfers
of systems substantially in their en-
tirety are in 7 CFR 1717.155.

(4) If a distribution borrower has in
service or under construction a sub-
stantial amount of generation and as-
sociated transmission plant financed at
a cost of capital substantially higher
than the cost of funds under section 305
of the RE Act, then the Administrator
may establish, in his or her sole discre-
tion, blended levels for TIER, DSC,
OTIER, and ODSC based on the respec-
tive shares of total utility plant rep-
resented by said generation and associ-
ated transmission plant and by dis-
tribution and other transmission plant.

(c) Requirements for loan feasibility. To
be eligible for a loan, borrowers must
demonstrate to RUS that they will, on
a pro forma basis, earn the coverage ra-
tios required by paragraph (b) of this
section in each of the years included in
the borrower’s long-range financial
forecast prepared in support of its loan
application, as set forth in subpart G of
this part.

(d) Requirements for maintenance of
coverage ratios—(1) Prospective require-
ment. Borrowers must design and im-
plement rates for utility service to pro-
vide sufficient revenue (along with
other revenue available to the bor-
rower in the case of TIER and DSC) to
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pay all fixed and variable expenses, to
provide and maintain reasonable work-
ing capital and to maintain on an an-
nual basis the coverage ratios required
by paragraph (b) of this section. Rates
must be designed and implemented to
produce at least enough revenue to
meet the requirements of this para-
graph under the assumption that aver-
age weather conditions in the bor-
rower’s service territory will prevail in
the future, including average system
damage and outages due to weather
and the related costs. Failure to design
and implement rates pursuant to the
requirements of this paragraph shall be
an event of default upon notice pro-
vided in accordance with the terms of
the borrower’s mortgage or loan con-
tract.

(2) Retrospective requirement. The av-
erage coverage ratios achieved by a
borrower in the 2 best years out of the
3 most recent calendar years must
meet the levels required by paragraph
(b) of this section. If a borrower fails to
achieve these average levels, it must
promptly notify RUS in writing. With-
in 30 days of such notification or of the
borrower being notified in writing by
RUS, whichever is earlier, the bor-
rower, in consultation with RUS, must
provide a written plan satisfactory to
RUS setting forth the actions that will
be taken to achieve the required cov-
erage ratios on a timely basis. Failure
to develop and implement a plan satis-
factory to RUS shall be an event of de-
fault upon notice provided in accord-
ance with the terms of the borrower’s
mortgage or loan contract.

(3) Fired and variable expenses, as used
in this section, include but are not lim-
ited to: all taxes, depreciation, mainte-
nance expenses, and the cost of electric
power and energy and other operating
expenses of the electric system, includ-
ing all obligations under the wholesale
power contract, all lease payments
when due, and all principal and inter-
est payments on outstanding indebted-
ness when due.

(e) Requirements for advance of funds.
(1) If a borrower applying for a loan has
failed to achieve the coverage ratios
required by paragraph (b) of this sec-
tion during the latest 12 month period
immediately preceding approval of the
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loan, or if any of the borrower’s aver-
age coverage ratios for the 2 best years
out of the most recent 3 calendar years
were below the levels required in para-
graph (b) of this section, RUS may
withhold the advance of loan funds
until the borrower has adopted an an-
nual financial plan and operating budg-
et satisfactory to RUS and taken such
other action as RUS may require to
demonstrate that the required cov-
erage ratios will be maintained in the
future and that the loan will be repaid
with interest within the time agreed.
Such other action may include, for ex-
ample, increasing system operating ef-
ficiency and reducing costs or adopting
a rate design that will achieve the re-
quired coverage ratios, and either plac-
ing such rates into effect or taking ac-
tion to obtain regulatory authority ap-
proval of such rates. If failure to
achieve the coverage ratios is due to
unusual events beyond the control of
the borrower, such as unusual weather,
system outage due to a storm or regu-
latory delay in approving rate in-
creases, then the Administrator may
waive the requirement that the bor-
rower take the remedial actions set
forth in this paragraph, provided that
such waiver will not threaten loan fea-
sibility.

(2) With respect to any outstanding
loan approved by RUS if, based on ac-
tual or projected financial performance
of the borrower, RUS determines that
the borrower may not achieve its re-
quired coverage ratios in the current or
future years, RUS may withhold the
advance of loan funds until the bor-
rower has taken remedial action satis-
factory to RUS.

[60 FR 67404, Dec. 29, 1995, as amended at 61
FR 66871, Dec. 19, 1996; 656 FR 51748, Aug. 25,
2000; 88 FR 12810, Mar. 1, 2023]

§1710.115 Final maturity.

(a) RUS is authorized to make loans
and loan guarantees with a final matu-
rity of up to 35 years. The borrower
may elect a repayment period for a
loan not longer than the expected use-
ful life of the facilities, not to exceed
35 years. Most of the electric facilities
financed by RUS have a long useful
life, often approximating 35 years.
Some facilities, such as load manage-
ment equipment and Supervisory Con-
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trol and Data Acquisition equipment,
have a much shorter useful life due, in
part, to obsolescence. Operating loans
to finance working capital required for
the initial operation of a new system
are a separate class of loans and usu-
ally have a final maturity of less than
10 years.

(b) Loans made or guaranteed by
RUS for facilities owned by the bor-
rower generally must be repaid with in-
terest within a period, up to 35 years,
that approximates the expected useful
life of the facilities financed. The ex-
pected useful life shall be based on the
weighted average of the useful lives
that the borrower proposes for the fa-
cilities financed by the loan, provided
that the proposed useful lives are
deemed appropriate by RUS. RUS
Form 740c, Cost Estimates and Loan
Budget for Electric Borrowers, sub-
mitted as part of the loan application
must include, as a note, either a state-
ment certifying that at least 90 percent
of the loan funds are for facilities that
have a useful life of 33 years or longer,
or a schedule showing the costs and
useful life of those facilities with a use-
ful life of less than 33 years. If the use-
ful life determination proposed by the
borrower is not deemed appropriate by
RUS, RUS will base expected useful life
on an independent evaluation, the
manufacturer’s estimated useful-life or
RUS experience with like-property, as
applicable. Final maturities for loans
for the implementation of programs for
demand side management and energy
resource conservation and on and off
grid renewable energy sources not
owned by the borrower will be deter-
mined by RUS. Due to the uncertainty
of predictions over an extended period
of time, RUS may add up to 2 years to
the composite average useful life of the
facilities in order to determine final
maturity.

(c) The term for loans made to fi-
nance Eligible EE Programs will be de-
termined in accordance with §1710.408
of this part.

(d) The Administrator may approve a
repayment period longer than the ex-
pected useful life of the facilities fi-
nanced, up to 35 years, if a longer final
maturity is required to ensure repay-
ment of the loan and loan security is
adequate.
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(e) The final maturity of a loan es-
tablished pursuant to the provisions of
this section shall not be extended as a
result of extending loan payments
under section 12(a) of the RE Act.

[568 FR 66265, Dec. 20, 1993, as amended at 60
FR 3731, Jan. 19, 1995; 68 FR 54236, May T,
2003; 78 FR 73366, Dec. 5, 2013]

§1710.116 [Reserved]

§1710.117 Environmental review re-
quirements.

Borrowers are required to comply
with the environmental review require-
ments in accordance with 7 CFR part
1970, and other applicable environ-
mental laws, regulations and Executive
orders.

[81 FR 11026, Mar. 2, 2016]
§1710.118 [Reserved]

§1710.119 Loan processing priorities.

(a) Generally loans are processed in
chronological order based on the date
the complete application is received in
the Regional office.

(b) The Administrator may give pri-
ority to processing loans that are re-
quired to meet the following needs:

(1) To restore electric service fol-
lowing a major storm or other catas-
trophe;

(2) To bring existing electric facili-
ties into compliance with any environ-
mental requirements imposed by Fed-
eral or state law that were not in effect
at the time the facilities were origi-
nally constructed;

(3) To finance the capital needs of
borrowers that are the result of a
merger, consolidation, or a transfer of
a system substantially in its entirety,
provided that the merger, consolida-
tion, or transfer has either been ap-
proved by RUS or does not need RUS
approval pursuant to the borrower’s
loan documents (See 7 CFR 1717.154); or

(4) To correct serious safety prob-
lems, other than those resulting from

borrower mismanagement or neg-
ligence.
(c) The Administrator may also

change the normal order of processing
loan applications when it is necessary
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to ensure that all loan authority for
the fiscal year is utilized.

[67 FR 1053, Jan. 9, 1992, as amended at 61 FR
66871, Dec. 19, 1996]

§1710.120 Construction standards and
contracting.

Borrowers shall follow all RUS re-
quirements regarding construction
work plans, energy efficiency and con-
servation program work plans, con-
struction standards, approved mate-
rials, construction and related con-
tracts, inspection procedures, and bid-
ding procedures.

[67 FR 1053, Jan. 9, 1992, as amended at 78 FR
73366, Dec. 5, 2013]

§1710.121 Insurance requirements.

Borrowers are required to comply
with certain requirements with respect
to insurance and fidelity coverage as
set forth in 7 CFR part 1788.

§1710.122 Equal opportunity and non-
discrimination.

Borrowers are required to comply
with certain regulations on non-
discrimination in program services and
benefits and on equal employment op-
portunity as set forth in RUS Bulletins
20-15 and 20-19 or their successors; 7
CFR parts 15 and 15b; and 45 CFR part
90.

§1710.123 Debarment and suspension.

Borrowers are required to comply
with certain requirements on debar-
ment and suspension as set forth in 2
CFR part 180, as adopted by USDA
through 2 CFR part 417.

[79 FR 76002, Dec. 19, 2014]

§1710.124 Uniform Relocation Act.

Borrowers are required to comply
with applicable provisions of 49 CFR
part 24, which sets forth the require-
ments of the Uniform Relocation As-
sistance and Real Property Acquisition
Policy Act of 1970 (Pub. L. 91-646; 84
Stat. 1894), as amended by the Uniform
Relocation Act Amendments of 1987
(Pub. L. 100-17; 101 Stat. 246-256) and
the Intermodal Surface Transportation
Efficiency Act of 1991.
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§1710.125 Restrictions on lobbying.

Borrowers are required to comply
with certain requirements with respect
to restrictions on lobbying activities.
See 2 CFR part 418.

[79 FR 76002, Dec. 19, 2014]

§1710.126 Federal debt delinquency.

(a) Prior to approval of a loan or ad-
vance of funds, a borrower must report
to RUS whether or not it is delinquent
on any Federal debt, such as Federal
income tax obligations or a loan or
loan guarantee from another Federal
agency. If delinquent, the reasons for
the delinquency must be explained, and
RUS will take such explanation into
consideration in deciding whether to
approve the loan or advance of funds.

(b) Applicants for a loan or loan
guarantee must also certify that they
have been informed of the collection
options the Federal government may
use to collect delinquent debt.

§1710.127 Drug free workplace.

Borrowers are required to comply
with the Drug Free Workplace Act of
1988 (41 U.S.C. 8101 et. seq.) and the
Act’s implementing regulations (2 CFR
part 421) when a borrower receives a
Federal grant or enters into a procure-
ment contract awarded pursuant to the
provisions of the Federal Acquisition
Regulation (title 48 CFR) to sell to a
Federal agency property or services
having a value of $25,000 or more.

[79 FR 76002, Dec. 19, 2014]

§§1710.128-1710.149 [Reserved]

Subpart D—Basic Requirements
for Loan Approval

§1710.150 General.

The RE Act and prudent lending
practice require that the Adminis-
trator make certain findings before ap-
proving an electric loan or loan guar-
antee. The borrower shall provide the
evidence determined by the Adminis-
trator to be necessary to make these
findings.
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§1710.151 Required findings for all
loans.

(a) Area coverage. Adequate electric
service will be made available to the
widest practical number of rural users
in the borrower’s service area during
the life of the loan. See §1710.103.

(b) Feasibility. The loan is feasible
and it will be repaid on time according
to the terms of the mortgage, note, and
loan contract. At any time after the
original determination of feasibility,
the Administrator may require the bor-
rower to demonstrate that the loan re-
mains feasible if there have been, or
are anticipated to be, material changes
in the borrower’s costs, loads, rates,
rate disparity, revenues, or other rel-
evant factors from the time that feasi-
bility was originally determined. See
§1710.112 and subpart G of this part.

(c) Security. RUS will have a first lien
on the borrower’s total system or other
adequate security, and adequate finan-
cial and managerial controls will be in-
cluded in 1loan documents. See
§1710.113.

(d) Interim financing. For loans that
include funds to replace interim fi-
nancing, there is satisfactory evidence
that the interim financing was used for
purposes approved by RUS and that the
loan meets all applicable requirements
of this part.

(e) Facilities for nonrural areas. When-
ever a borrower proposes to use loan
funds for the improvement, expansion,
construction, or acquisition of electric
facilities for non-RE Act beneficiaries,
there is satisfactory evidence that such
funds are necessary and incidental to
furnishing or improving electric serv-
ice for RE Act beneficiaries. See
§1710.104.

(f) Facilities to be included in rate base.
In states having jurisdiction, the bor-
rower has provided satisfactory evi-
dence based on the information avail-
able, such as an opinion of counsel,
that the state regulatory authority
will not exclude from the borrower’s
rate base any of the facilities included
in the loan request, or otherwise pre-
vent the borrower from charging rates
sufficient to repay with interest the
debt incurred for the facilities. Such
evidence may be based on, but not nec-
essarily limited to, the provisions of
applicable state laws; the rules and
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policies of the state authority; prece-
dents in other similar cases; state-
ments made by the state authority;
any assurances given to the borrower
by the state authority; and other rel-
evant information and experience.

§1710.152 Primary support documents.

The following primary support docu-
ments and studies must be prepared by
the borrower for approval by RUS in
order to support a loan application:

(a) Load forecast. The load forecast
provides the borrower and RUS with an
understanding of the borrower’s future
system loads, the factors influencing
those loads, and estimates of future
loads. The load forecast provides a
basis for projecting annual electricity
(kWh) sales and revenues, and for engi-
neering estimates of plant additions re-
quired to provide reliable service to
meet the forecasted loads. Subpart E of
this part contains the information to
be included in a load forecast and when
an approved load forecast is required.

(b) Construction work plan (CWP). The
CWP shall specify and document the
capital investments required to serve a
borrower’s planned new loads, improve
service reliability and quality, and
service the changing needs of existing
loads. The requirements for a CWP are
set forth in subpart F of this part.

(c) Long-range financial forecasts. RUS
encourages borrowers to maintain on a
current basis a long-range financial
forecast, which should be used by a
borrower’s board of directors and man-
ager to guide the system toward its fi-
nancial goals. The forecast submitted
in support of a loan application shall
show the projected results of future ac-
tions planned by the board of directors.
The requirements for a long-range fi-
nancial forecast are set forth in sub-
part G of this part.

(d) Environmental review requirements.
A borrower must comply with the envi-
ronmental review requirements in ac-
cordance with 7 CFR part 1970.

(e) EE Program work plan (EEWP). In
the case of a loan application to fi-
nance an Eligible Energy Efficient Pro-
gram, an EE Program work plan shall
be prepared in lieu of a traditional
CWP required pursuant to paragraph
(b) of this section. The requirements

65

§1710.200

for an EEWP are set forth in §1710.255
and in subpart H of this part.

[67 FR 1053, Jan. 9, 1992, as amended at 65 FR
14786, Mar. 20, 2000; 78 FR 73366, Dec. 5, 2013;
81 FR 11026, Mar. 2, 2016]

§1710.153 Additional
and procedures.

requirements

Additional requirements and proce-
dures for obtaining RUS financial as-
sistance are set forth in 7 CFR part 1712
for loan guarantees, and in 7 CFR part
1714 for insured loans.

§1710.154 Board of Director Resolu-
tions.

Specific actions that require a Board
of Director Resolution from a bor-
rower:

(a) Board approval of loan docu-
ments;

(b) Major change in the terms of a
loan, i.e. maturity;

(c) Initial access to RD Apply (or suc-
cessor RUS online application sys-
tems);

(d) Requests for approval by a Board,
acting as the regulatory authority, for
any departure from the RUS Uniform
System of Accounts with the exception
of those deferrals specifically identified
in §1767.13(d); and

(e) eAuthentication requirements.

[84 FR 32610, July 9, 2019]

§§1710.155-1710.199 [Reserved]
Subpart E—Load Forecasts

SOURCE: 656 FR 14786, Mar. 20, 2000, unless
otherwise noted.

§1710.200 Purpose.

This subpart contains RUS policies
for the preparation, review, approval
and use of load forecasts. A load fore-
cast is a thorough study of a borrower’s
electric loads and the factors that af-
fect those loads in order to estimate, as
accurately as practicable, the bor-
rower’s future requirements for energy
and capacity. The load forecast of a
power supply borrower includes and in-
tegrates the load forecasts of its mem-
ber systems. An approved load forecast,
if required by this subpart, is one of
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the primary documents that a bor-
rower is required to submit to support
a loan application.

[656 FR 14786, Mar. 20, 2000, as amended at 87
FR 73437, Nov. 30, 2022]

§1710.201 General.

(a) The policies, procedures and re-
quirements in this subpart are in-
tended to implement provisions of the
loan documents between RUS and the
electric borrowers and are also nec-
essary to support approval by RUS of
requests for financial assistance.

(b) Notwithstanding any other provi-
sions of this subpart, RUS may require
any power supply or distribution bor-
rower to prepare a new or updated load
forecast for RUS approval or to main-
tain an approved load forecast on an
ongoing basis, if such documentation is
necessary for RUS to determine loan
feasibility, or to ensure compliance
under the loan documents.

§1710.202 Requirement to prepare a
load forecast—power supply bor-
rowers.

(a) A power supply borrower with a
total utility plant of $500 million or
more must maintain and provide a cur-
rent (prepared within the last 2 years)
load forecast in support of any request
for RUS financial assistance.

(b) A power supply borrower that is a
member of another power supply bor-
rower that has a total utility plant of
$500 million or more must provide an
approved load forecast in support of
any request for RUS financial assist-
ance. The member power supply bor-
rower may comply with this require-
ment by participation in and inclusion
of its load forecasting information in
the load forecast of its power supply
borrower.

(c) A power supply borrower that has
total utility plant of less than $500 mil-
lion and that is not a member of an-
other power supply borrower with a
total utility plant of $500 million or
more must provide a load forecast that
meets the requirements of this subpart
in support of an application for any
RUS loan or loan guarantee which ex-
ceeds $50 million.

[84 FR 32610, July 9, 2019, as amended at 87
FR 73437, Nov. 30, 2022]
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§1710.203 Requirement to prepare a
load forecast—distribution bor-
rowers.

(a) A distribution borrower that is a
member of a power supply borrower,
with a total utility plant of $500 mil-
lion or more must provide a current
(prepared within the last 2 years) load
forecast in support of any request for
RUS financial assistance. The distribu-
tion borrower may comply with this re-
quirement by participation in and in-
clusion of its load forecasting informa-
tion in the approved load forecast of its
power supply borrower.

(b) A distribution borrower that is a
member of a power supply borrower
which is itself a member of another
power supply borrower that has a total
utility plant of $500 million or more
must provide a current (prepared with-
in the last 2 years) load forecast in sup-
port of any request for RUS financial
assistance. The distribution borrower
may comply with this requirement by
participation in and inclusion of its
load forecasting information in the
load forecast of its power supply bor-
rower.

(c) A distribution borrower that is a
member of a power supply borrower
with a total utility plant of less than
$500 million must provide a current
(prepared within the last 2 years) load
forecast that meets the requirements
of this subpart in support of an applica-
tion for any RUS loan or loan guar-
antee that exceeds $3 million or 5 per-
cent of total utility plant, whichever is
greater. The distribution borrower may
comply with this requirement by par-
ticipation in and inclusion of its load
forecasting information in the load
forecast of its power supply borrower.

(d) A distribution borrower with a
total utility plant of less than $500 mil-
lion and that is unaffiliated with a
power supply borrower must provide a
current (prepared within the last 2
years) load forecast that meets the re-
quirements of this subpart in support
of an application for any RUS loan or
loan guarantee which exceeds $3 mil-
lion or 5 percent of total utility plant,
whichever is greater.

(e) A distribution borrower with a
total utility plant of $500 million or
more must provide a current (prepared
within the last 2 years) load forecast in
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support of any request for RUS financ-
ing assistance. The distribution bor-
rower may comply with this require-
ment by participation in and inclusion
of its load forecasting information in
the load forecast of its power supply
borrower.

[87 FR 73437, Nov. 30, 2022]
§1710.204 [Reserved]

§1710.205 Minimum requirements for
all load forecasts.

(a) Contents of load forecast. All load
forecasts submitted by borrowers for
approval must include:

(1) Scope of the load forecast. The
narrative shall address the overall ap-
proach, time periods, and expected in-
ternal and external uses of the fore-
cast. Examples of internal uses include
providing information for developing
or monitoring demand side manage-
ment programs, supply resource plan-
ning, load flow studies, wholesale
power marketing, retail marketing,
cost of service studies, rate policy and
development, financial planning, and
evaluating the potential effects on
electric revenues caused by competi-
tion from alternative energy sources or
other electric suppliers. Examples of
external uses include meeting State
and Federal regulatory requirements,
obtaining financial ratings, and par-
ticipation in reliability council, power
pool, regional transmission group,
power supplier or member system fore-
casting and planning activities.

(2) Resources used to develop the load
forecast. The discussion shall identify
and discuss the borrower personnel,
consultants, data processing, methods,
and other resources used in the prepa-
ration of the load forecast. The bor-
rower shall identify the borrower’s
members and, as applicable, member
personnel that will serve as project
leaders or liaisons with the authority
to make decisions and commit re-
sources within the scope of the current
and future load forecasts.

(3) A comprehensive description of
the database used in the study. The
narrative shall describe the procedures
used to collect, develop, verify, vali-
date, update, and maintain the data. A
data dictionary thoroughly defining
the database shall be included. The
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borrower shall make all or parts of the
database available or otherwise acces-
sible to RUS in electronic format if re-
quested.

(4) A narrative for each new load
forecast or update of a load forecast.
The narrative shall discuss the meth-
ods and procedures used in the analysis
and modeling of the borrower’s electric
system loads. The narrative shall also
describe the borrower’s system, service
territory, and consumers.

(5) A narrative discussing the bor-
rower’s past, existing, and forecast of
future electric system loads. The nar-
rative must identify and explain sub-
stantive assumptions and other perti-
nent information used to support the
estimates presented in the load fore-
cast.

(6) A narrative discussing load fore-
cast uncertainty or alternative futures
that may determine the borrower’s ac-
tual loads. The narrative shall describe
examples of uncertainties such as eco-
nomic scenarios, weather conditions,
and others that borrowers may decide
to address in their analysis including:

(i) Most-probable assumptions, with
normal weather;

(ii) Pessimistic assumptions, with
normal weather;
(iii) Optimistic assumptions, with

normal weather;

(iv) Most-probable assumptions, with
severe weather;

(v) Most-probable assumptions, with
mild weather;

(vi) Impacts of wholesale or retail
competition; or

(vii) New environmental
ments.

(7Y A summary of the forecast’s re-
sults on an annual basis. Include alter-
native futures, as applicable: This sum-
mary shall be designed to accommo-
date the transfer of load forecast infor-
mation to a borrower’s other planning
or loan support documents. Computer-
generated forms or electronic submis-
sions of data are acceptable. Graphs,
tables, spreadsheets or other exhibits
shall be included throughout the fore-
cast as appropriate.

(8) A narrative discussing the coordi-
nation activities conducted between a
power supply borrower and its mem-
bers, as applicable, and between the
borrower and RUS.

require-
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(9) Borrowers with a residential de-
mand of 50 percent or more of total
kWh should include in the Load Fore-
cast a Residential Consumer Survey
that is performed at least every 5 years
to obtain data on appliance and equip-
ment saturation and electricity de-
mand. Any such borrower that is expe-
riencing or anticipates changes in
usage patterns shall consider surveys
on a more frequent schedule. Power
supply borrowers shall coordinate such
surveys with their members.

(10) Residential consumer surveys
may be based on the aggregation of
member-based samples or on a system-
wide sample, provided that the latter
provides relevant regional breakdowns
as appropriate.

(11) A load forecast for a power sup-
ply borrower and its members must
cover all member systems, including
those that are not borrowers. Each bor-
rower is individually responsible for
forecasting all its RE Act beneficiary
and non-RE Act beneficiary loads.

(12) A narrative description of the
borrower’s load forecast including fu-
ture load projections, forecast assump-
tions, and the methods and procedures
used to develop the forecast.

(13) Projections of usage by consumer
class, number of consumers by class,
annual system peak demand, and sea-
son of peak demand for the number of
years agreed upon by RUS and the bor-
rower.

(14) A summary of the year-by-year
results of the load forecast in a format
that allows efficient transfer of the in-
formation to other borrower planning
or loan support documents.

(15) The load impacts of a borrower’s
demand side management and energy
efficiency and conservation program
activities, if applicable.

(16) Graphic representations of the
variables specifically identified by
management as influencing a bor-
rower’s loads.

(17) A database that tracks all rel-
evant variables that might influence a
borrower’s loads.

(b) Formats. RUS does not require a
specific format for the narrative, docu-
mentation, data, and other information
in the load forecast, provided that all
required information is included and
available. All data must be in a tabular
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form that can be transferred electroni-
cally to RUS computer software appli-
cations. RUS will evaluate borrower
load forecasts for readability, under-
standing, filing, and electronic access.
If a borrower’s load forecast is sub-
mitted in a format that is not readily
usable by RUS or is incomplete, RUS
will require the borrower to submit the
load forecast in a format acceptable to
RUS.

(c) Documentation retention. The bor-
rower must retain its latest load fore-
casts and supporting documentation.

(d) Consultation with RUS. The bor-
rower must designate and make appro-
priate staff and consultants available
for consultation with RUS to facilitate
RUS review of the load forecast when
requested by RUS.

(e) Correlation and consistency with
other RUS loan support documents. If a
borrower relies on an approved load
forecast or an update of an approved
load forecast as loan support, the bor-
rower must demonstrate that the ap-
proved load forecast and the other pri-
mary support documentation for the
loan were reconciled. For example,
both the load forecast and the financial
forecast require input assumptions for
wholesale power costs, distribution
costs, other systems costs, average rev-
enue per kWh, and inflation. Also, a
borrower’s engineering planning docu-
ments, such as the construction work
plan, incorporate consumer and usage
per consumer projections from the load
forecast to develop system design cri-
teria. The assumptions and data com-
mon to all the documents must be con-
sistent.

(f) Coordination. A load forecast of a
power supply borrower must consider
the load forecasts of all its member
systems.

[84 FR 32610, July 9, 2019, as amended at 87
FR 73437, Nov. 30, 2022]

§1710.206 [Reserved]

§1710.207 RUS criteria for load fore-
casts by distribution borrowers.

Load forecasts submitted by distribu-
tion borrowers that are unaffiliated
with a power supply borrower, or by
distribution borrowers that are mem-
bers of a power supply borrower that
has a total utility plant less than $500
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million and that is not itself a member
of another power supply borrower with
a total utility plant of $500 million or
more must satisfy the following min-
imum criteria:

(a) The borrower considered all
known relevant factors that influence
the consumption of electricity and the
known number of consumers served at
the time the study was developed;

(b) The borrower considered and iden-
tified all loads on its system of RE Act
beneficiaries and non-RE Act bene-
ficiaries;

(c) The borrower developed an ade-
quate supporting data base and consid-
ered a range of relevant assumptions;
and

(d) The borrower provided RUS with
adequate documentation and assist-
ance to allow for a thorough and inde-
pendent review.

[656 FR 14786, Mar. 20, 2000, as amended at 84
FR 32611, July 9, 2019]

§1710.208 RUS criteria for load fore-
casts by power supply borrowers
and by distribution borrowers.

All 1load forecasts submitted by
power supply borrowers and by dis-
tribution borrowers must satisfy the
following criteria:

(a) The borrower objectively analyzed
all known relevant factors that influ-
ence the consumption of electricity
and the known number of customers
served at the time the study was devel-
oped;

(b) The borrower considered and iden-
tified all loads on its system of RE Act
beneficiaries and non-RE Act bene-
ficiaries;

(c) The borrower developed an ade-
quate supporting database and ana-
lyzed a reasonable range of relevant as-
sumptions and alternative futures;

(d) The borrower adopted methods
and procedures in general use by the
electric utility industry to develop its
load forecast;

(e) The borrower used valid and
verifiable analytical techniques and
models;

(f) The borrower provided RUS with
adequate documentation and assist-
ance to allow for a thorough and inde-
pendent review; and

[656 FR 14786, Mar. 20, 2000, as amended at 84
FR 32611, July 9, 2019]
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§1710.209 [Reserved]

§1710.210 Waiver of requirements or
approval criteria.

For good cause shown by the bor-
rower, the Administrator may waive
any of the requirements applicable to
borrowers in this subpart if the Admin-
istrator determines that waiving the
requirement will not significantly af-
fect accomplishment of RUS’ objec-
tives and if the requirement imposes a
substantial burden on the borrower.
The borrower’s general manager must
request the waiver in writing.

§§1710.211-1710.249 [Reserved]

Subpart F—Construction Work
Plans and Related Studies

§1710.250 General.

(a) An ongoing, integrated planning
system is needed by borrowers to deter-
mine their short-term and long-term
needs for plant additions, improve-
ments, replacements, and retirements.
The primary components of the system
consist of long-range engineering
plans, construction work plans (CWPs),
CWP amendments, and special engi-
neering and cost studies. Long range
engineering plans identify plant invest-
ments required over a period of 10-20
years or more. CWPs specify and docu-
ment plant requirements for the short-
term, usually 4 years, and special engi-
neering and cost studies are used to
support CWPs and to identify and docu-
ment requirements for specific items
or purposes, such as load management
equipment, System Control and Data
Acquisition equipment, sectionalizing
investments, and additions of genera-
tion capacity and associated trans-
mission plant.

(b) A long range engineering plan
specifies and supports the major sys-
tem additions, improvements, replace-
ments, and retirements needed for an
orderly transition from the existing
system to the system required 10 or
more years in the future. The planned
future system should be based on the
most technically and economically
sound means of serving the borrower’s
long-range loads in a reliable and envi-
ronmentally acceptable manner, and it
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should ensure that planned facilities
will not become obsolete prematurely.

(c) A CWP shall include investment
cost estimates and supporting engi-
neering and cost studies to dem-
onstrate the need for each proposed fa-
cility or activity and the reasonable-
ness of the investment projections and
the engineering assumptions used in
sizing the facilities. The CWP must be
consistent with the borrower’s long
range engineering plan and both docu-
ments must be consistent with the bor-
rower’s RUS-approved power require-
ments study.

(d) Applications for a loan or loan
guarantee from RUS (new loans or
budget reclassifications) must be sup-
ported by a current CWP approved by
RUS. RUS approval of these plans re-
lates only to the facilities, equipment,
and other purposes to be financed by
RUS, and means that the plans provide
an adequate basis from a planning and
engineering standpoint to support RUS
financing. RUS approval of the plans
does not mean that RUS approves of
the facilities, equipment, or other pur-
poses for which the borrower is not
seeking RUS financing. If RUS dis-
agrees with a borrower’s estimate of
the cost of one or more facilities for
which RUS financing is sought, RUS
may adjust the estimate after con-
sulting with the borrower and explain-
ing the reasons for the adjustment.

(e) Except as provided in paragraph
(f) of this section, to be eligible for
RUS financing, the facilities, including
equipment and other items, included in
a CWP must be approved by RUS and
receive Environmental Clearance be-
fore the start of construction. This re-
quirement also applies to any amend-
ments to a CWP required to add facili-
ties to a CWP or to make significant
physical changes in the facilities al-
ready included in a CWP. Provision for
funding of ‘“‘minor projects’” under an
RUS loan guarantee is permitted on
the same basis as that discussed for in-
sured loan funds in 7 CFR part 1721,
Post-Loan Policies and Procedures for
Insured Electric Loans.

(f) In the case of damage caused by
storms, natural catastrophes, sabotage,
willful attacks, accidents, or acts of
force majeure, a borrower may proceed
with emergency repair work before a
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CWP or CWP amendment is prepared
by the borrower and approved by RUS,
without losing eligibility for RUS fi-
nancing of the repairs. The borrower
must notify RUS in writing after the
incident, of its preliminary estimates
of damages and repair costs. Not later
than 120 days after the incident, the
borrower must submit to RUS for ap-
proval, a CWP or CWP amendment de-
tailing the repairs.

(g) A CWP may be amended or aug-
mented when the borrower can dem-
onstrate the need for the changes.

(h) A borrower’s CWP or special engi-
neering studies must be supported by
the appropriate level of environmental
review documentation, in accordance
with 7 CFR part 1970.

(i) All engineering activities required
by this subpart must be performed by
qualified engineers, who may be staff
employees of the borrower or outside
consultants. All engineering services
must be reviewed by a licensed profes-
sional engineer.

(j) Upon written request from a bor-
rower, RUS may waive in writing cer-
tain requirements with respect to long-
range engineering plans and CWPs if
RUS determines that such require-
ments impose a substantial burden on
the borrower and that waiving the re-
quirements will not significantly affect
the accomplishment of the objectives
of this subpart. For example, if a bor-
rower’s load is forecast to remain con-
stant or decline during the planning
period, RUS may waive those portions
of the plans that relate to load growth.

[84 FR 32611, July 9, 2019, as amended at 89
FR 17274, Mar. 11, 2024]

§1710.251 Construction work plans—
distribution borrowers.

(a) All distribution borrowers must
maintain a current CWP covering all
new construction, improvements, re-
placements, and retirements of dis-
tribution and transmission plant, and
improvements replacements, and re-
tirements of any generation plant.
Construction of new generation capac-
ity need not be included in a CWP but
must be specified and supported by spe-
cific engineering and cost studies. (See
§1710.253.)
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(b) A distribution borrower’s CWP
shall typically cover a construction pe-
riod of 4 years and includes all facili-
ties to be constructed which are eligi-
ble for RUS financing, whether or not
RUS financial assistance will be sought
or be available for certain facilities.
Any RUS financing provided for the fa-
cilities will be limited to a 4 year loan
period. The construction period cov-
ered by a CWP in support of a loan ap-
plication shall not be shorter than the
loan period requested for financing of
the facilities.

(c) The facilities, equipment and
other items included in a distribution
borrower’s CWP may include:

(1) Line extensions required to con-
nect consumers, improve service reli-
ability or improve voltage conditions;

(2) Distribution tie lines to improve
reliability of service and voltage regu-
lation;

(3) Line conversions and changes re-
quired to improve existing services or
provide additional capacity for new
consumers;

(4) New substation facilities or addi-
tions to existing substations;

(5) Transmission and substation fa-
cilities required to support the dis-
tribution system;

(6) Distribution equipment required
to serve new consumers or to provide
adequate and dependable service to ex-
isting consumers, including replace-
ment of existing plant facilities;

(7) Outdoor lights;

(8) Communications equipment and
meters;

(9) Headquarters facilities;

(10) Improvements, replacements, and
retirements of generation facilities;

(11) Load management equipment,
automatic sectionalizing facilities, and
centralized System Control and Data
Acquisition equipment. Load manage-
ment equipment eligible for financing,
including the related costs of installa-
tion, is limited to capital equipment
designed to influence the time and
manner of consumer use of electricity,
which includes peak clipping and load
shifting. To be eligible for financing,
such equipment must be owned by the
borrower, although it may be located
inside or outside a consumer’s prem-
ises;
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(12) The cost of engineering, architec-
tural, environmental, and other studies
and plans needed to support the con-
struction of facilities, when such cost
is capitalized as part of the cost of the
facilities; and

(13) Other items that are specifically
determined by RUS as being eligible
for financing prior to inclusion in the
CWP.

[57 FR 1053, Jan. 9, 1992; 57 FR 4513, Feb. 5,
1992, as amended at 60 FR 3731, Jan. 19, 1995;
60 FR 67405, Dec. 29, 1995; 84 FR 32612, July 9,
2019; 86 FR 36196, July 9, 2021]

§1710.252 Construction work plans—
power supply borrowers.

(a) All power supply borrowers must
maintain a current CWP covering all
new construction, improvements, re-
placements, and retirements of dis-
tribution and transmission plant, and
improvements, replacements, and re-
tirements of generation plant. Applica-
tions for RUS financial assistance for
such facilities must be supported by a
current, RUS-approved CWP. Construc-
tion of new generation capacity need
not be included in a CWP but must be
specified and supported by specific en-
gineering and cost studies.

(b) Typically a power supply bor-
rower’s CWP shall cover a period of 4
years. While comprehensive CWP’s are
desired, if there are extenuating cir-
cumstances RUS may accept a single-
purpose transmission or generation
CWP in support of a loan application or
budget reclassification. The construc-
tion period covered by a CWP in sup-
port of a loan application shall not be
shorter than the loan period requested
for financing of the facilities.

(c) Facilities, equipment, and other
items included in a power supply bor-
rower’s CWP may include:

(1) Distribution and related facilities
as set forth in §1710.251(c);

(2) Transmission facilities required
to deliver the power needed to serve
the existing and planned new loads of
the borrower and its members, and to
improve service reliability, including
tie lines for improved reliability of
service, line conversions, improve-
ments and replacements, new sub-
stations and substation improvements
and replacements, and Systems Control
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and Data Acquisition equipment, in-
cluding communications, dispatching
and sectionalizing equipment, and load
management equipment;

(3) The borrower’s proportionate
share of transmission facilities re-
quired to tie together the operating
systems of supporting power pools and
to connect with adjacent power sup-
pliers;

(4) Improvements and replacements
of generation facilities; and

(5) The cost of engineering, architec-
tural, environmental and other studies
and plans needed to support the con-
struction of facilities, when such cost
is capitalized as part of the cost of the
facilities.

(d) A CWP for transmission facilities
shall normally include studies of load
flows, voltage regulation, and stability
characteristics to demonstrate system
performance and needs.

[67 FR 1053, Jan. 9, 1992, as amended at 60 FR
3731, Jan. 19, 1995; 60 FR 67405, Dec. 29, 1995;
84 FR 32612, July 9, 2019; 86 FR 36196, July 9,
2021]

§1710.253 Engineering and cost stud-
ies—addition of generation capac-
ity.

(a) The construction or purchase of
additional generation capacity and as-
sociated transmission facilities by a
power supply or distribution borrower,
including the replacement of existing
capacity, shall be supported by com-
prehensive project-specific engineering
and cost studies as specified by RUS.
The studies shall cover a period from
the beginning of the project to at least
10 years after the start of commercial
operation of the facilities.

(b) The studies must include com-
prehensive economic present-value
analyses of the costs and revenues of
the available self-generation, load
management, energy conservation, and
purchased-power options, including as-
sessments of service reliability and fi-
nancing requirements and risks. An
analysis of purchased power options,
including an analysis of available al-
ternate sources of power shall be in-
cluded. The analysis should include the
terms and conditions of any requests
for proposals and responses to such re-
quests.
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(c) Generally, studies of self-genera-
tion, load management, and energy
conservation options shall include, as
appropriate, analyses of:

(1) Capital and operating costs;

(2) Financing requirements and risks;

(3) System reliability;

(4) Alternative unit sizes;

(5) Alternative types of generation;

(6) Fuel alternatives;

(7) System stability;

(8) Load flows; and

(9) System dispatching.

(d) At the request of a borrower,
RUS, in its sole discretion, may waive
specific requirements of this section if
such requirements imposed a substan-
tial burden on the borrower and if such
waiver will not significantly affect the
accomplishment of the objectives of
this subpart.

[67 FR 1053, Jan. 9, 1992, as amended at 84 FR
32612, July 9, 2019]

§1710.254 [Reserved]

§1710.255 Energy efficiency work
plans—energy efficiency borrowers.

(a) All energy efficiency borrowers
must maintain a current EEWP cov-
ering in aggregate all new construc-
tion, improvements, replacements, and
retirements of energy efficiency re-
lated equipment and activities;

(b) An energy efficiency borrower’s
EEWP shall cover a period of between 2
and 4 years, and include all facilities to
be constructed or improved which are
eligible for RUS financing, whether or
not RUS financial assistance will be
sought or be available for certain fa-
cilities. The construction period cov-
ered by an EEWP in support of a loan
application shall not be shorter than
the loan period requested for financing
of the facilities;

(¢c) The borrower’s EEWP may only
include facilities, equipment and other
activities that have been approved by
RUS as a part of an Eligible Energy Ef-
ficiency and Conservation Program
pursuant to subpart H of this part;

(d) The borrower’s EEWP must be
consistent with the documentation
provided as part of the current RUS ap-
proved EE Program as outlined in
§1710.410(c); and
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(e) The borrower’s EEWP must in-
clude an estimated schedule for the im-
plementation of included projects.

[78 FR 73366, Dec. 5, 2013, as amended at 84
FR 32612, July 9, 2019]

§§1710.256-1710.299 [Reserved]

Subpart G—Long-Range Financial
Forecasts

§1710.300 General.

(a) RUS encourages borrowers to
maintain a current long-range finan-
cial forecast. The forecast should be
used by the board of directors and the
manager to guide the system towards
its financial goals.

(b) A borrower must prepare, for RUS
review and approval, a long-range fi-
nancial forecast in support of its loan
application. The forecast must dem-
onstrate that the borrower’s system is
economically viable and that the pro-
posed loan is financially feasible. Loan
feasibility will be assessed based on the
criteria set forth in §1710.112.

(c) The financial forecast and related
projections submitted in support of a
loan application shall include:

(1) The projected results of future ac-
tions planned by the borrower’s board
of directors;

(2) The financial goals established for
margins, TIER, DSC, equity, and levels
of general funds to be invested in plant;

(3) A pro forma balance sheet, state-
ment of operations, and general funds
summary projected for each year dur-
ing the forecast period;

(4) A full explanation of the assump-
tions, supporting data, and analysis
used in the forecast, including the
methodology used to project loads,
rates, revenue, power costs, operating
expenses, plant additions, and other
factors having a material effect on the
balance sheet and on financial ratios
such as equity, TIER, and DSC;

(5) Current and projected cash flows;

(6) Projections of future borrowings
and the associated interest and prin-
cipal expenses required to meet the
projected investment requirements of
the system;

(7) Current and projected kW and
KWh energy sales;

(8) Current and projected unit prices
of significant variables such as retail
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and wholesale power prices,
labor costs, and interest;

(9) Current and projected system op-
erating costs, including, but not lim-
ited to, wholesale power costs, depre-
ciation expenses, labor costs, and debt
service costs;

(10) Current and projected revenues
from sales of electric power and en-
ergy;

(11) Current and projected non-oper-
ating income and expense;

(12) A discussion of the historical ex-
perience of the borrower, and in the
case of a power supply borrower its
member systems as appropriate, with
respect to the borrower’s market com-
petitiveness as it relates to the rates
charged for electricity, competition
from other fuels, and other factors. Ad-
ditional data and analysis may be re-
quired by RUS on a case by case basis
to assess the probable future competi-
tiveness of those borrowers that have a
history of serious competitive prob-
lems; and

(13) An analysis of the effects of
major factors, such as projected in-
creases in rates charged for electricity,
on the ability of the borrower, and in
the case of a power supply borrower its
member systems, to compete with
neighboring utilities and other energy
sources.

(d) The following plans, studies and
assumptions shall be used in devel-
oping the financial forecast:

(1) The RUS-approved CWP;

(2) RUS-approved power requirements
data;

(3) RUS-approved EE Program work
plan;

(4) The current rate schedules or new
rates;

(5) Future plant additions and oper-
ating expenses projected at anticipated
future cost levels rather than in con-
stant dollars, with the annual rate of
inflation for major items specified; and

(6) A sensitivity analysis may be re-
quired by RUS on a case-by-case basis
taking into account such factors as the
number and type of large power loads,
projections of future borrowings and
the associated interest, projected
loads, projected revenues, and the prob-
able future competitiveness of the bor-
rower. When RUS determines that a
sensitivity analysis is necessary for

average
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distribution borrowers, the variables to
be tested will be determined by the
General Field Representative in con-
sultation with the borrower and the re-
gional office. The regional office will
consult with the Power Supply Divi-
sion in the case of generation projects
for distribution borrowers. For power
supply borrowers, the variables to be
tested will be determined by the bor-
rower and the Power Supply Division.
(e) The financial forecast shall use
the accrual method, as approved by
RUS, for analyzing costs and revenues,
and, as applicable, compare the eco-
nomic results of the various alter-
natives on a present value basis.

[67 FR 1053, Jan. 9, 1992, as amended at 63 FR
53277, Oct. 5, 1998; 78 FR 73366, Dec. 5, 2013; 84
FR 32612, July 9, 2019]
§1710.301 Financial forecasts—dis-
tribution borrowers.

(a) Financial forecasts prepared by
distribution borrowers shall cover at
least a ten-year period, unless a short-
er period is authorized by other RUS
regulations.

(b) In addition to the requirements
set forth in §1710.300 of this part, finan-
cial forecasts prepared by distribution
borrowers in support of a loan applica-
tion shall:

(1) Include expenditures for any
maintenance determined to be needed
in the current system’s operation and
maintenance review and evaluation in
order to comply with mortgage cov-
enants and prudent utility practice;

(2) Fully explain the basis for the
power cost projections used. Generally,
the power supplier’s most recent fore-
casted rates shall be used; and

(3) Use RUS Form 325 or computer-
generated equivalent reports.

§1710.302 Financial forecasts—power
supply borrowers.

(a) The requirements of this section
apply only to financial forecasts sub-
mitted by power supply borrowers in
support of a loan from RUS. The finan-
cial forecast prepared by power supply
borrowers shall demonstrate the effects
that the addition of generation, trans-
mission and any distribution facilities
will have on the power supply bor-
rower’s sales, costs, and revenues, and
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on the cost of power to the member dis-
tribution systems.

(b) The financial forecast shall cover
a period of 10 years. RUS may request
projections for a longer period of time
if RUS deems necessary.

(c) Financial forecasts prepared in
support of loan applications to finance
additional generation capacity shall
include a power cost study as set forth
in §1710.303.

(d) In addition to the requirements
set forth in §1710.300, financial fore-
casts prepared by power supply bor-
rowers shall:

(1) Identify all plans for generation
and transmission capital additions and
system operating expenses on a year-
by-year basis, beginning with the
present and running for 10 years, unless
a longer period of time has been re-
quested by RUS.

(2) Integrate projections of operation
and maintenance expenses associated
with existing plant with those of new
proposed facilities to determine total
costs of system operation as well as the
costs of new generation and genera-
tion-related facilities;

(3) Provide an in-depth analysis of
the regional markets for power if loan
feasibility depends to any degree on a
borrower’s ability to sell surplus power
while its system loads grow to meet
the planned capacity of a proposed
plant;

(4) If not previously submitted, fur-
nish RUS with all material informa-
tion on operating agreements, owner-
ship agreements, fuel contracts and
any other special agreements that af-
fect annual cost projections, as may be
required by RUS on a case by case
basis; and

(5) Include sensitivity analysis if re-
quired by RUS pursuant to
§1710.300(d)(6).

(e) The projections shall be coordi-
nated in advance with RUS so that
agreement can be reached on major as-
pects of the economic studies. These
include, but are not limited to, projec-
tions of future kW and kWh require-
ments, RE Act beneficiary loads, elec-
tricity prices, revenues from system
and off-system power sales, the cost of
prospective plant additions, interest
and depreciation rates, fuel costs, cost
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escalation factors, the discount rate,
and other factors.

(f) The projections, analysis, and sup-
porting information must be included
in a report that will provide RUS with
the information needed to:

(1) Understand and compare various
power supply plans;

(2) Determine that the facilities to be
financed will perform satisfactorily;
and

(3) Determine that the overall system
is economically viable and the loan is
financially feasible and secure.

[67 FR 1053, Jan. 9, 1992, as amended at 63 FR
53278, Oct. 5, 1998; 78 FR 73366, Dec. 5, 2013]

§1710.303 Power cost studies—power
supply borrowers.

(a) All applications for financing of
additional generation capacity and the
associated bulk transmission facilities
shall be supported by a power cost
study to demonstrate that the pro-
posed generation and associated trans-
mission facilities are the most eco-
nomical and effective means of meet-
ing the borrower’s power requirements.
This study usually is a separate study
but it may be integrated with the fi-
nancial forecast required by §1710.302.

(b) A power cost study shall include
the following basic elements:

(1) A study of all reasonably avail-
able self-generation, purchased-power,
load management, and energy con-
servation alternatives as set forth in
§§1710.253 and 1710.254;

(2) A present-value analysis of the
costs of the alternatives and their ef-
fects on total power costs, covering a
period of at least 10 years beyond the
projected in-service date of the facili-
ties;

(3) A description of proposed new
power-purchase contracts or revisions
to existing contracts, and an analysis
of the effects on power costs;

(4) Use of sensitivity analyses to de-
termine the vulnerability of the alter-
natives to a reasonable range of as-
sumptions about fuel costs, failure to
achieve projected load growth, changes
in operating and financing costs, and
other major factors, if the financial
forecast is used in support of a loan or
loan guarantee that exceeds the small-
er of $25 million or 10 percent of the
borrower’s total utility plant. Indi-
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vidual sensitivity analyses need not be
duplicated if they have been included
in other materials submitted to RUS;
and

(5) Assessment of the financial risks
of the various alternatives, especially
as between capital-intensive and non-
capital-intensive alternatives, under
the range of assumptions set forth in
paragraph (b)(4) of this section.

(c) Power cost studies must use cur-
rent, RUS-approved power require-
ments data, and all major assumptions
are subject to RUS approval. Alter-
native assumptions about projected
power requirements may be used, how-
ever, in conjunction with the sensi-
tivity analyses required by paragraph
(b)(4) of this section.

(Approved by the Office of Management and
Budget under control number 0572-0032)

§§1710.304-1710.349 [Reserved]

Subpart H—Energy Efficiency and
Conservation Loan Program

SOURCE: 78 FR 73366, Dec. 5, 2013, unless
otherwise noted.

§1710.400 Purpose.

(a) This subpart establishes policies
and requirements that apply to loans
and loan guarantees to finance Energy
Efficiency and Conservation programs
(EE Programs) undertaken by an eligi-
ble utility system to finance Demand
side management, energy efficiency
and conservation, or on-grid and off-
grid renewable energy system pro-
grams that will result in the better
management of their system load
growth, a more beneficial load profile,
or greater optimization of the use of al-
ternative energy resources in their
service territory. These programs may
be considered an essential utility serv-
ice.

(b)(1) The goals of an eligible Energy
Efficiency project eligible for funding
under this program and Subpart H in-
clude:

(i) Increasing energy efficiency at the
end user level;

(ii) Modifying electric load such that
there is a reduction in overall system
demand;
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(iii) Effecting a more efficient use of
existing electric distribution, trans-
mission and generation facilities;

(iv) Attracting new businesses and
creating jobs in rural communities by
investing in energy efficiency; and

(v) Encouraging the use of renewable
energy fuels for either Demand side
management or the reduction of con-
ventional fossil fuel use within the
service territory.

(2) Although not a goal, RUS recog-
nizes that there will be a reduction of
greenhouse gases with energy effi-
ciency improvements.

[78 FR 73366, Dec. 5, 2013, as amended at 87
FR 73438, Nov. 30, 2022]

§1710.401 RUS policy.

EE Programs under this subpart may
be financed at the distribution level or
by an electric generation and trans-
mission provider. RUS encourages bor-
rowers to coordinate with the relevant
member systems regarding their inten-
tion to implement a program financed
under this subpart. RUS also encour-
ages borrowers to leverage funds avail-
able under this subpart with State,
local, or other funding sources that
may be available to implement such
programs.

§1710.402 Scope.

This subpart adapts and modifies, but
does not supplant, the requirements for
all borrowers set forth elsewhere where
the purpose of the loan is to finance an
approved EE program. In the event
there is overlap or conflict between
this subpart and the provisions of this
part 1710 or other parts of the Code of
Federal Regulations, the provisions of
this subpart will apply for loans made
or guaranteed pursuant to this subpart.

§1710.403 General.

EE Programs financed under this
subpart may be directed at all forms of
energy consumed within a utility’s
service territory, not just electricity,
where the electric utility is in a posi-
tion to facilitate the optimization of
the energy consumption profile within
its service territory and do so in a way
that enhances the financial or physical
performance of the rural electric sys-
tem and enables the repayment of the
energy efficiency loan.
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§1710.404 Definitions.

For the purpose of this subpart, the
following terms shall have the fol-
lowing meanings. In the event there is
overlap or conflict between the defini-
tions contained in §1710.2, the defini-
tions set forth below will apply for
loans made or guaranteed pursuant to
this subpart.

British thermal unit (Btu) means the
quantity of heat required to raise one
pound of water one degree Fahrenheit.

Certified energy auditor means:

(1) A certified energy auditor for
commercial and industrial energy effi-
ciency improvements shall mean an en-
ergy auditor who meets at least one of
the following criteria:

(i) An individual possessing a current
commercial or industrial energy audi-
tor certification from a national, in-
dustry-recognized organization;

(ii) A Licensed Professional Engineer
in the State in which the audit is con-
ducted with at least 1 year experience
and who has completed at least two
similar type Energy Audits;

(iii) An individual with a four-year
engineering or architectural degree
with at least 3 years experience and
who has completed at least five similar
type Energy Audits; or

(iv) Beginning in calendar year 2015,
an energy auditor certification recog-
nized by the Department of Energy
through its Better Buildings Workforce
Guidelines project.

(2) A certified energy auditor for resi-
dential energy efficiency improve-
ments shall mean an energy auditor
that meets one of the following cri-
teria:

(i) The workforce qualification re-
quirements of the Home Performance
with Energy Star Program, as outlined
in Section 3 of the Home Performance
with Energy Star Sponsor Guide; or

(ii) An individual possessing a cur-
rent residential energy auditor or
building analyst certification from a
national, industry-recognized organiza-
tion.

Cost effective means the aggregate
cost of an EE Program is less than the
financial benefit of the program over
time. The cost of a program for this
purpose shall include the costs of in-
centives, measurement and verification
activity and administrative costs, and
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the benefits shall include, without lim-
itation, the value of energy saved, the
value of corresponding avoided genera-
tion, transmission or distribution and
reserve investments as may be dis-
placed or deferred by program activi-
ties, and the value of corresponding
avoided greenhouse gas emissions and
other pollutants.

Demand means the electrical load
averaged over a specified interval of
time. Demand is expressed in Kilo-
watts, kilovolt amperes, kilovars, am-
peres, or other suitable units. The in-
terval of time is generally 15 minutes,
30 minutes, or 60 minutes.

Demand savings means the quantifi-
able reduction in the load requirement
for electric power, usually expressed in
kilowatts (kW) or megawatts (MW)
such that it reduces the cost to serve
the load.

Eligible borrower means a utility sys-
tem that has direct or indirect respon-
sibility for providing retail electric
service to persons in a rural area. This
definition includes existing borrowers
and utilities who meet current RUS
borrower requirements.

Energy audit means an inspection and
analysis of energy flows in a building,
process, or system with the goal of
identifying opportunities to enhance
energy efficiency. The activity should
result in an objective standard-based
technical report containing rec-
ommendations for improving the en-
ergy efficiency. The report should also
include an analysis of the estimated
benefits and costs of pursuing each rec-
ommendation and the simple payback
period.

Energy efficiency and conservation
measures means equipment, materials
and practices that when installed and
used at a Consumer’s premises result in
a verifiable reduction in energy con-
sumption, measured in Btus, or de-
mand as measured in Btu-hours, or
both, at the point of purchase relative
to a base level of output. The ultimate
goal is the reduction of utility or con-
sumer energy needs.

Energy efficiency and conservation pro-
gram (EE Program) means a program of
activities undertaken or financed by a
utility within its service territory to
reduce the amount or rate of energy
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used by Consumers relative to a base
level of output.

HVAC means heating,
and air conditioning.

Load means the Power delivered to
power utilization equipment per-
forming its normal function.

Load factor means the ratio of the av-
erage load over a designated period of
time to the peak load occurring in the
same period.

Peak demand (or mazximum demand)
means the highest demand measured
over a selected period of time, e.g., one
month.

Peak demand reduction means a de-
crease in electrical demand on an elec-
tric utility system during the system’s
peak period, calculated as the reduc-
tion in maximum average demand
achieved over a specified interval of
time.

Power means the rate of generating,
transferring, or using energy. The basic
unit is the watt, where one Watt is ap-
proximately 3.41213 Btu/hr.

Re-lamping means the initial conver-
sion of bulbs or light fixtures to more
efficient lighting technology but not
the replacement of like kind bulbs or
fixtures after the initial conversion.

ST means the International System of
Units: the modern metric system.

Smart Grid Investments means capital
expenditures for devices or systems
that are capable of providing real time,
two way (utility and Consumer) infor-
mation and control protocols for indi-
vidual Consumer owned or operated ap-
pliances and equipment, usually
through a Consumer interface or smart
meter.

Ultimate recipient means a Consumer
that receives a loan from a borrower
under this subpart.

Utility Energy Services Contract (UESC)
means a contract whereby a utility
provides a Consumer with comprehen-
sive energy efficiency improvement
services or demand reduction services.

Utility system means an entity in the
business of providing retail electric
service to Consumers (distribution en-
tity) or an entity in the business of
providing wholesale electric supply to

ventilation,
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distribution entities (generation enti-
ty) or an entity in the business of pro-
viding transmission service to distribu-
tion or generation entities (trans-
mission entity), where, in each case,
the entities provide the applicable
service using self-owned or controlled
assets under a published tariff that the
entity and any associated regulatory
agency may adjust.

Waitt means the SI unit of power
equal to a rate of energy transfer (or
the rate at which work is done), of one
joule per second.

[78 FR 73366, Dec. 5, 2013, as amended at 87
FR 73438, Nov. 30, 2022]

§1710.405 Eligible energy efficiency
and conservation programs.

(a) General.
shall:

(1) Be developed and implemented by
an Eligible borrower and applied within
its service territory;

(2) Consist of eligible activities and
investments as provided in §1710.406

(3) Provide for the use of State and
local funds where available to supple-
ment RUS loan funds;

(4) Incorporate the applicant’s policy
applicable to the interconnection of
distributed resources;

(6) Incorporate a business plan that
meets the requirements of §1710.407;

(6) Incorporate a quality assurance
plan that meets the requirements of
§1710.408;

(7) Demonstrate that the program
can be expected to be Cost effective;

(8) Demonstrate that the program
will have a net positive or neutral cu-
mulative impact on the borrower’s fi-
nancial condition over the time period
contemplated in the analytical support
documents demonstrating that the net
present value of program costs in-
curred by the borrower are positive,
pursuant to §1710.411;

(9) Demonstrate energy savings or
peak demand reduction for the service
territory overall; and

(10) Be approved in writing by RUS
prior to the investment of funds for
which reimbursement will be re-
quested.

(b) Financial Structures. Eligible EE
Programs may provide for direct
recoupment of expenditures for eligible

Eligible EE Programs
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activities and investment from Ulti-
mate Recipients as follows:

(1) Loans made to Ultimate Recipi-
ents located in a rural area where —

(i) The Ultimate Recipients may be
wholesale or retail;

(ii) The loans may be secured or un-
secured;

(iii) The loan receivables are owned
by the Eligible Borrower;

(iv) The loans are made or serviced
directly by the Eligible Borrower or by
a financial institution pursuant to a
contractual relationship between the
Eligible Borrower and the financial in-
stitution;

(v) Due diligence is performed to con-
firm the repayment ability of the Ulti-
mate Recipient;

(vi) Loans are funded only upon com-
pletion of the project financed or to re-
imburse startup costs that have been
incurred;

(vii) The rate charged the Ultimate
Recipient is less than or equal to the
direct Treasury rate established daily
by the United States Treasury pursu-
ant to §1710.51(a)(1) or §1710.52, as ap-
plicable, plus the borrower’s interest
rate from RUS and 1.5 percent . Excep-
tions will be made on a case-by-case
basis to ensure repayment of the gov-
ernment’s loan and must be clearly ar-
ticulated in the business plan RUS will
not accept an exception request if the
loan is feasible at 1.5 percent; and

(viii) Loans are not used to refinance
a preexisting loan.

(2) A tariff that is specific to an iden-
tified rural Consumer, premise or class
of ratepayer; or

(3) On bill repayment and other fi-
nancial recoupment mechanisms as
may be approved by RUS.

(c) Period of performance—(1) Perform-
ance standards. (i) Eligible EE Pro-
grams activities that are listed under
§1710.406(b) should be designed to
achieve the applicable operating per-
formance standards within one year of
the date of installation of the facili-
ties.

(ii) All activities other than those in-
cluded in paragraph (c)(1)(i) of this sec-
tion should be designed to achieve the
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applicable operating performance tar-
gets within the time period con-
templated by the analytic support doc-
uments for the overall EE Program as
approved by RUS.

(2) Cost effectiveness. Eligible EE Pro-
grams must demonstrate that Cost ef-
fectiveness as measured for the pro-
gram overall will be achieved within
ten years of initial funding, except in
cases where the useful life of the tech-
nology on an aggregate basis can be
demonstrated to be longer than the ten
year period. RUS will evaluate the use-
ful life assumption on a case-by-case
basis.

§1710.406 Eligible activities and
vestments.

in-

(a) General. Eligible program activi-
ties and investments:

(1) Shall be designed to improve en-
ergy efficiency and/or reduce peak de-
mand on the customer side of the
meter;

(2) Shall be Cost effective in the ag-
gregate after giving effect to all activi-
ties and investments contemplated in
the approved EE Program; and

(3) May apply to all Consumer class-
es.

(b) Eligible activities and investments.
Eligible program activities and invest-
ments may include, but are not limited
to, the following:

(1) Energy efficiency and conserva-
tion measures where assets financed at
an Ultimate Recipient premises can be
characterized as an integral part of the
real property that would typically
transfer with the title under applicable
state law. Where applicable, it is an-
ticipated that the 1loan obligation
would also be expected to transfer with
ownership of the metered account serv-
ing that property.

(2) Renewable Energy Systems, in-
cluding —

(i) On or Off Grid Renewable energy
systems;

(ii) Fuel cells;

(3) Demand side management (DSM)
investments including Smart Grid In-
vestments;

(4) Energy audits;

(5) TUtility Energy Services
tracts;

(6) Consumer education and outreach
programs;

Con-
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(7) Power factor correction equip-
ment on the Ultimate Recipient side of
the meter;

(8) Re-lamping to more energy effi-
cient lighting; and

(9) Fuel Switching as in:

(i) The replacement of existing fuel
consuming equipment using a par-
ticular fuel with more efficient fuel
consuming equipment that uses an-
other fuel but which does not increase
direct greenhouse gas emissions; or

(ii) The installation of non-electric
fuel consuming equipment to facilitate
management of electric system peak
loads. Fuel switching to fossil or bio-
mass fueled electric generating equip-
ment is expressly excluded.

(10) Other activities and investments
as approved by RUS as part of the EE
Program such as, but not limited to,
pre-retrofit improvements.

(¢c) Intermediary lending. EE Program
loan funds may be used for direct re-
lending to Ultimate Recipients where
the requirements of §1710.405(b) are
met.

(d) Performance standards. Borrowers
are required to use Energy Star quali-
fied equipment where applicable or
meet or exceed efficiency requirements
designated by the Federal Energy Man-
agement Program.

§1710.407

An Eligible EE Program must have a
business plan for implementing the
program. The business plan is expected
to have a global perspective on the bor-
rower’s energy efficiency plan. There-
fore, energy efficiency upgrades should
be identified in aggregate. The business
plan must have the following elements:

(a) Executive summary. The executive
summary shall capture the overall ob-
jectives to be met by the Eligible EE
Program and the timeframe in which
they are expected to be achieved.

(b) Organizational background. The
background section shall include de-
scriptions of the management team re-
sponsible for implementing the Eligible
EE Program.

(¢c) Marketing plan. The marketing
section should identify the target Con-
sumers, promotional activities to be
pursued and target penetration rates
by Consumer category and investment
activity.

Business plan.
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(d) Operations plan. The operations
plan shall include but is not limited to:

(1) A list of the activities and invest-
ments to be implemented under the EE
Program and the Btu savings goal tar-
geted for each category;

(2) An estimate of the dollar amount
of investment by the utility for each
category of activities and investments
listed under paragraph (d)(1) of this
section;

(3) A staffing plan that identifies
whether and how outsourced contrac-
tors or subcontractors will be used to
deliver the program;

(4) A description of the process for
documenting and perfecting collateral
arrangements for Ultimate Recipient
loans, if applicable; and

(5) The overall Btu savings to be ac-
complished over the life of the EE Pro-
gram.

(e) Financial plan. The financial plan
shall include but is not limited to:

(1) A schedule showing sources and
uses of funds for the program;

(2) An itemized budget for each activ-
ity and investment category listed in
the operations plan;

(3) An aggregate Cost effectiveness
forecast;

(4) Where applicable, provision for
Ultimate Recipient loan loss reserves.
These loan loss reserves will not be
funded by RUS. Loan loss reserves are
not required when a utility will not be
relending RUS funds.

(5) Identify expected Ultimate Re-
cipient loan delinquency and default
rates and report annually on deviations
from the expected rates.

(f) Risk analysis. The business plan
shall include an evaluation of the fi-
nancial and operational risk associated
with the program, including an esti-
mate of prospective Consumer loan
losses consistent with the loan loss re-
serve to be established pursuant to
paragraph (e)(4) of this section.

(g) The borrowers are strongly en-
couraged to follow a bulletin or such
other publication as RUS deems appro-
priate that contains and describes best
practices for energy efficiency business
plans. RUS will make this bulletin or
publication publicly available and re-
vise it from time-to-time as RUS
deems it necessary.
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An eligible EE program must have a
quality assurance plan as part of the
program. The quality assurance plan is
expected to have a global perspective
on the borrower’s energy efficiency
plan. Therefore, energy efficiency up-
grades should be identified in aggre-
gate. Every effort is made to fund only
EE programs that are administered in
accordance with quality assurance
plans meeting standards designed to
achieve the purposes of this subpart.
However, RUS and its employees as-
sume no legal liability for the accu-
racy, completeness or usefulness of any
information, product, service, or proc-
ess funded directly or indirectly with
financial assistance provided under
this subpart. Nothing in the loan docu-
ments between RUS and the energy ef-
ficiency borrower shall confer upon any
other person any right, benefit or rem-
edy of any nature whatsoever. Neither
RUS nor its employees makes any war-
ranty, express or implied, including the
warranties of merchantability and fit-
ness for a particular purpose, with re-
spect to any information, product,
service, or process available from an
energy efficiency borrower. The ap-
proval by RUS and its employees of an
energy efficiency borrower’s quality
assurance plan is solely for the benefit
of RUS. Approval of the quality assur-
ance plan does not constitute an RUS
endorsement. The quality assurance
plan must have the following elements:

(a) Quality assurance assessments
shall include the use of qualified en-
ergy managers or professional engi-
neers to evaluate program activities
and investments;

(b) Where applicable, program eval-
uation activities should use the proto-
cols for determining energy savings as
developed by the U.S. Department of
Energy in the Uniform Methods
Project.

(c) Energy audits shall be performed
for energy efficiency investments in-
volving the building envelope at an Ul-
timate Recipient premises;

(d) Energy audits must be performed
by certified energy auditors; and

(e) Follow up audits shall be per-
formed within one year after installa-
tion on a sample of investments made

Quality assurance plan.



Rural Utilities Service, USDA

to confirm whether efficiency improve-
ment expectations are being met.

(f) In cases involving energy effi-
ciency upgrades to a single system
(such as a ground source heat pump)
the new system must be designed and
installed by certified and insured pro-
fessionals acceptable to the utility.

(g) Industry or manufacturer stand-
ard performance tests, as applicable,
shall be required on any system up-
graded as a result of an EE Program.
This testing shall indicate the installed
system is meeting its designed per-
formance parameters.

(h) In some programs the utility may
elect to recommend independent con-
tractors who can perform energy effi-
ciency related work for their cus-
tomers. In these cases, utilities shall
monitor the work done by the contrac-
tors and confirm that the contractors
are performing quality work. Utilities
should remove substandard contractors
from their recommended lists if the
subcontractors fail to perform at a sat-
isfactory level. RUS does not endorse
or recommend any particular inde-
pendent contractors.

(i) Contractors not hired by the util-
ity may not act as agents of the utility
in performing work financed under this
subpart.

(j) The borrowers are strongly en-
couraged to follow a bulletin or other
publication that RUS deems appro-
priate and contains and describes best
practices for energy efficiency quality
assurance plans. RUS will make this
bulletin or publication publicly avail-
able and revise it from time-to-time as
RUS deems it necessary.

[78 FR 73366, Dec. 5, 2013, as amended at 87
FR 73438, Nov. 30, 2022]

§1710.409 Loan provisions.

(a) Loan term. The maximum term for
loans under this subpart shall be 15
years unless the loans relate to ground
source loop investments or technology
on an aggregate basis that has a useful
life greater than 15 years. Ground
source loop investments as the term is
used in this paragraph do not include
ancillary equipment related to ground
source heat pump systems.

(b) Loan feasibility. Loan feasibility
must be demonstrated for all loans
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made under this subpart. Loans made
under this subpart shall be secured.

(c) Reimbursement for completed
projects. (1) A borrower may request an
initial advance not to exceed five per-
cent of the total loan amount for work-
ing capital purposes to implement an
eligible EE Program;

(2) Except for the initial advance pro-
vided for in paragraph (c)(1) of this sec-
tion, all advances under this subpart
shall be used for reimbursement of ex-
penditures relating to a completed ac-
tivity or investment; and

(3) Advances shall be in accordance
with RUS procedures.

(d) Loan amounts. (1) Cumulative loan
amounts outstanding under this sub-
part will be determined by the Assist-
ant Administrator of the Electric Pro-
gram and based an applicant’s business
plan; and

(2) Financing for administrative
costs may not exceed 5 percent of the
total loan amount.

(3) The Rural Utilities Service re-
serves the right to place a cap on both
the total amount of funds an eligible
entity can apply for, as well as a cap on
the total amount of funds the Energy
Efficiency and Conservation Program
can utilize in the appropriations.

§1710.410 Application documents.

The required application documenta-
tion listed in this section is not all in-
clusive but is specific to Eligible bor-
rowers requesting a loan under this
subpart and in most cases is supple-
mental to the general requirements for
loan applications provided for in this
part 1710:

(a) A letter from the Borrower’s Gen-
eral Manager requesting a loan under
this subpart.

(b) A copy of the statement estab-
lishing the EE Program that reflects
an undertaking that funds collected in
excess of then current amortization re-
quirements for the related RUS loan
will be redeployed for EE Program pur-
poses or used to prepay the RUS loan.

(¢) Current RUS-approved EE Pro-
gram documentation that includes:

(1) A Business Plan that meets the
requirements of §1710.407;

(2) A Quality Assurance Plan that
meets the requirements of §1710.408;
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(3) Analytical support documentation
that meets the requirements of
§1710.411;

(4) A copy of RUS’ written approval
of the EE Program.

(d) An EE program work plan that
meets the requirements of §1710.255;

(e) A statement of whether an initial
working capital advance pursuant to
§1710.409(c)(1) is included in the loan
budget together with a schedule of how
these funds will be used.

(f) A proposed draft Schedule C pur-
suant to 7 CFR part 1718 that lists as-
sets to be financed under this subpart
as excepted property under the RUS
mortgage, as applicable.

[78 FR 73366, Dec. 5, 2013, as amended at 84
FR 32613, July 9, 2019]

§1710.411 Analytical
mentation.

Applications for loans under this sub-
part may only be made for eligible ac-
tivities and investments included in an
RUS-approved EE Program. In addition
to a business plan and operations plan,
a request for EE program approval
must include analytical support docu-
mentation that demonstrates the pro-
gram meets the requirements of
§1710.303 and assures RUS of the oper-
ational and financial integrity of the
EE Program. This documentation must
include, but is not necessarily limited
to, the following:

(a) A comparison of the utility’s pro-
jected annual growth in demand after
incorporating the EE Program to-
gether with an updated baseline fore-
cast on file with RUS, where each in-
cludes an estimate of energy con-
suming devices used by customers in
the service territory and a specific
time horizon as determined by the util-
ity for meeting the performance objec-
tives established by them for the EE

support docu-

Program;
(b) Demonstration that the required
periods of performance under

§1710.405(c) can reasonably be expected
to be met;

(c) A report of discussions and coordi-
nation conducted with the power sup-
plier, where applicable, issues identi-
fied as a result, and the outcome of
this effort.

(d) An estimate of the amount of di-
rect investment in utility-owned gen-
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eration that will be deferred as a result
of the EE Program;

(e) A description of efforts to identify
state and local sources of funding and,
if available, how they are to be inte-
grated in the financing of the EE Pro-
gram; and

(f) Copies of sample documentation
used by the utility in administering its
EE Program.

(g) Such other documents and reports
as the Administrator may require.

§1710.412 Borrower accounting meth-
ods, management reporting, and au-
dits.

Nothing in this subpart changes a
Borrower’s obligation to comply with
RUS’s accounting, monitoring and re-
porting requirements. In addition
thereto, the Administrator may also
require additional management reports
that provide the agency with a means
of evaluating the extent to which the
goals and objectives identified in the
EE Plan are being accomplished.

§1710.413 Compliance with other laws
and regulations.

Nothing in this subpart changes a
Borrower’s obligation to comply with
all laws and regulations to which it is
subject.

§§1710.414-1710.499 [Reserved]

Subpart |—Application Require-
ments and Procedures for
Loans

SOURCE: 60 FR 3731, Jan. 19, 1995, unless
otherwise noted.

§1710.500 Initial contact.

(a) Loan applicants that do not have
outstanding loans from RUS should
contact the Rural Utilities Service via
Email at RUSElectric@usda.gov, call
RUS at (202) 720-9545 or write to the
Rural Utilities Service Administrator,
United States Department of Agri-
culture, 1400 Independence Ave. SW,
STOP 1560, Room 4121, Washington, DC
20250-1560. Lioan Applicants may also
visit RUS’ website to locate a local
General Field Representative at https:/
www.rd.usda.gov/contact-us/electric-gfr.
A field or headquarters staff represent-
ative may be assigned by RUS to visit
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the applicant and discuss its financial
needs and eligibility. Borrowers that
have outstanding loans should contact
their assigned RUS general field rep-
resentative (GFR) or, in the case of a
power supply borrower, Deputy Assist-
ant Administrator, Office of Loan
Origination and Approval. Borrowers
may consult with RUS field representa-
tives and headquarters staff, as nec-
essary.

(b) Before submitting an application
for an insured loan the borrower shall
ascertain from RUS the amount of sup-
plemental financing required, as set
forth in §1710.110. If the borrower is ap-
plying for either a municipal rate loan
subject to the interest rate cap or a
hardship rate loan, the application
must provide a preliminary breakdown
of residential consumers either by
county, Tribal land or by census tract.
Final data must be included with the
application. See §1710.501(a)(7).

[60 FR 3731, Jan. 19, 1995. Redesignated at 78
FR 73366, Dec. 5, 2013, as amended at 84 FR
32613, July 9, 2019; 87 FR 73438, Nov. 30, 2022;
89 FR 17274, Mar. 11, 2024]

§1710.501 Loan
ments.

application docu-

(a) All borrowers. Borrowers may be
eligible to submit their loan applica-
tion via RUS’ electronic application in-
take system instead of submitting a
paper submission. Please consult your
GFR in accordance with §1710.500. All
applications for electric loans shall in-
clude the documents listed in this
paragraph (a).

(1) Loan application letter. A letter
signed by the borrower’s manager indi-
cating the actual corporate name, the
borrowers RUS Designation, the bor-
rowers RUS Loan Designation, and tax-
payer identification number of the bor-
rower and addressing the following
items:

(i) The amount of loan and loan type.
The sources and amounts of any sup-
plemental or other financing. For an
insured loan, a statement of whether
the application is for a municipal rate
loan, with or without the interest rate
cap, or a hardship loan. If the applica-
tion is for a municipal rate loan, the
board resolution must indicate whether
the borrower intends to elect the pre-
payment option. See 7 CFR 1714.4(c);
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(ii) The Maturity Date/Term of the
Loan in number of years (useful life to
determine maximum);

(iii) A short description of the pur-
pose of the loan, i.e., generation, dis-
tribution, transmission, energy effi-
ciency, etc.;

(iv) Method of Amortization;

(v) The Borrower’s Unique Entity
Identifier;

(vi) The Borrower’s Organization
Number from its State Corporation
Commission or similar entity;

(vii) The Borrower’s Exact Legal
Name (please state the legal name and
identify the legal document used to
state the name or attach such docu-
ment;

(viii) List of current counties and
Tribal lands where real property is lo-
cated;

(ix) Attach current property sched-
ule;

(x) Identify any new counties and
Tribal lands with property since last
loan;

(xi) Authorized/registered place of
business;

(xii) Debt Limit;

(xiii) Identify any State or Tribal
regulatory approvals needed;

(xiv) List any subsidiaries;

(xv) Identify any material financial
or other material change since last
loan, including a list of any pending
litigation and where there is insurance
to cover such;

(xvi) Breakdown of loan funds by
State and Tribal lands;

(xvii) Comnstruction Work Plan
(CWP), if not previously submitted
through RD Apply or other method;

(xviii) Environmental Report (ER), if
not previously submitted through RD
Apply or other method;

(xix) Statement authorizing RUS to
release appropriate information and
data relating to the loan application to
the FFB and any existing supplemental
lenders.

(2) Special resolutions. Included any
special resolutions required by Federal,
State, or Tribal Authorities and any
others as identified and required by the
RUS General Field Representative (for
example, use of contractors, corrective
action plans, etc.). Resolutions of sup-
port from Tribal government or Tribal
regulatory authority are required by
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any non-Tribal applicant intending to
serve Tribal areas before any loan is
approved by RUS.

(3) RUS Form 740c, Cost Estimates and
Loan Budget for Electric Borrowers. This
form together with its attachments
lists the construction, equipment, fa-
cilities, and other cost estimates from
the construction work plan or engi-
neering and cost studies. The projects
and related costs, included on this
form, shall be used to justify the loan
amount and are not meant to be an ex-
clusive list of those projects that could
receive funds under this loan. In addi-
tion, to be included on this form, the
project must have received written
documentation of RUS concluding its
environmental review. The advance of
loan funds for projects shall be gov-
erned by 7 CFR part 1721. The date on
page one (1) of the RUS Form 740c is
the beginning date of the loan period.
RUS Form 740c also includes the fol-
lowing information, exhibits, and at-
tachments:

(i) Description of funds and materials.
This description details the avail-
ability of materials and equipment,
any unadvanced funds from prior loans,
and any general funds the borrower
designates, to determine the amount of
such materials and funds to be applied
against the capital requirements esti-
mated for the loan period.

(i1) Useful life of facilities financed by
the loan. Form 740c must include, as a
note, either a statement certifying
that at least 90 percent of the loan
funds are for facilities that have a use-
ful life of 33 years or longer, or a sched-
ule showing the costs and useful life of
those facilities with a useful life of less
than 33 years. This statement or sched-
ule will be used to determine the final
maturity of the loan. See §1710.115.

(iii) Reimbursement schedule. This
schedule lists the date, amount, and
identification number of each inven-
tory of work orders and special equip-
ment summary that form the basis for
the borrower’s request for reimburse-
ment of general funds on the RUS
Form 740c. See §1710.109. If the bor-
rower is not requesting reimbursement,
this schedule need not be submitted.

(iv) Location of consumers. If the ap-
plication is for a municipal rate loan
subject to the interest rate cap, or for
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a loan at the hardship rate, and the av-
erage number of consumers per mile of
the total electric system exceeds 17,
Form 740c must include, as a note, a
breakdown of funds included in the pro-
posed loan to furnish or improve serv-
ice to consumers located in an urban
area. See 7 CFR 1714.7(c) and 1714.8(d).
This breakdown must indicate the
method used by the borrower for allo-
cating loan funds between urban and
non-urban consumers.

(4) Financial and statistical report.
RUS will use the Borrower’s year end
filed Financial and Operating Report
Electric Distribution (formerly known
as the RUS Form 7) or the Financial
and Operating Report Electric Power
Supply (formerly known as the RUS
Form 12) unless the borrower has failed
to meet its applicable financial ratios,
as required by its security instrument
and loan contract. The reports are re-
quired to be filed electronically in the
agency’s Data Collection System. If
the borrower’s financial requirements
have not been met, RUS will require a
current Financial and Operating Re-
port to be submitted with the loan ap-
plication, which shall contain the most
recent data available and shall not be
more than 60 days old when received by
RUS. In addition, for those borrowers
not meeting their financial ratios, the
following information shall also be pro-
vided as part of the loan application:

(i) Any other information required to
be submitted by RUS;

(ii) A Plan to meet their Financial
Ratios;

(iii) The Date of the Borrower’s last
rate change and the amount/percentage
of that rate change;

(iv) A list of any Subsidiaries along
with a brief summary identifying the
purpose of each subsidiary and identify
the percentage interest in each if less
than 100%;

(v) If the issues with the Borrower
not meeting its financial ratios in-
volves the subsidiary or equity invest-
ment losses a business plan and exit
strategy shall be provided;

(vi) An updated Financial and Oper-
ating Report within 60 days of actual
loan approval which will be requested
by RUS and can be submitted later.

(6) Load Forecast Study. A current
Load Forecast Study will be included
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in the loan application which is not
more than 2 years old when the loan
application is submitted unless the
borrower is a member of a Power Sup-
plier which only completes a Load
Forecast once every 3 years. In that
case the Load Forecast shall not be
more than 3 years old when the loan
application is submitted.

(6) Long Range Financial Forecast and
assumptions. Along with the loan appli-
cation, the borrower shall submit to
RUS a Long-Range Financial Forecast
(LRFF) that meets the requirements of
subpart G of this part in a form accept-
able to RUS. The forecast shall include
any sensitivity analysis and/or analysis
of alternative scenarios only if re-
quested by the RUS General Field Rep-
resentative.

(7T) Rate disparity and consumer income
data. If the borrower is applying under
the rate disparity and consumer in-
come tests for either a municipal rate
loan subject to the interest rate cap or
a hardship rate loan, the application
must provide a breakdown of residen-
tial consumers either by county, Tribal
land, or by census tract. In addition, if
the borrower serves in 2 or more
States, the application must include a
breakdown of all ultimate consumers
by State. This breakdown may be a
copy of Form EIA 861 submitted by the
Borrower to the Department of Energy
or in a similar form. See 7 CFR 1714.7(b)
and 1714.8(a). To expedite the proc-
essing of loan applications, RUS
strongly encourages distribution bor-
rowers to provide this information to
the GFR prior to submitting the appli-
cation.

(8) Standard Form 100—Equal Employ-
ment  Opportunity Employer  Report
EEO—I1. This form, required by the De-
partment of Labor, sets forth employ-
ment data for borrowers with 100 or
more employees. A copy of this form,
as submitted to the Department of
Labor, is to be included in the applica-
tion for an insured loan if the borrower
has more than 100 employees. See
§1710.122.

(9) Uniform Relocation Act assurance
statement. This assurance, which need
not be resubmitted if previously sub-
mitted, provides that the borrower
shall comply with 49 CFR part 24,
which implements the Uniform Reloca-
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tion Assistance and Real Property Ac-
quisition Policy Act of 1970, as amend-
ed by the Uniform Relocation Act
Amendments of 1987 and 1991. See
§1710.124.

(10) Lobbying. The following informa-
tion on lobbying is required pursuant
to 2 CFR 418, and §1710.125. Borrowers
applying for both insured and guaran-
teed financing should consult RUS be-
fore submitting this information.

(11) Federal debt delinquency require-
ments. See §1710.126. The following doc-
uments are required:

(i) Report on Federal debt delinquency.
This report indicates whether or not a
borrower is delinquent on any Federal
debt.

(ii) Certification regarding Federal Gov-
ernment collection options. This state-
ment certifies that a borrower has been
informed of the collection options the
Federal Government may use to collect
delinquent debt. The Federal Govern-
ment is authorized by law to take any
or all of the following actions in the
event that a borrower’s loan payments
become delinquent or the borrower de-
faults on its loans:

(A) Report the borrower’s delinquent
account to a credit bureau;

(B) Assess additional interest and
penalty charges for the period of time
that payment is not made;

(C) Assess charges to cover additional
administrative costs incurred by the
Government to service the borrower’s
account;

(D) Offset amounts owed directly or
indirectly to the borrower under other
Federal programs;

(E) Refer the borrower’s debt to the
Internal Revenue Service for offset
against any amount owed to the bor-
rower as an income tax refund;

(F) Refer the borrower’s account to a
private collection agency to collect the
amount due; and

(&) Refer the borrower’s account to
the Department of Justice for collec-
tion.

(12) RD Form 400-4, Assurance Agree-
ment. This form provides assurance to
USDA that recipients of federal financial
assistance are in compliance with Title VI
of the Civil Rights Act of 1964, 7 CFR part
15 and other agency regulations;
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(13) Seismic safety certifications. This
certification shall be included, if re-
quired under 7 CFR part 1792.

(14) Other forms. Other forms as re-
quired by law or as requested.

(b) New or returning borrowers. In ad-
dition to the items in paragraph (a) of
this section, applications for loans sub-
mitted by new or returning borrowers
shall include the items listed in this
paragraph (b).

(1) A copy of the Borrower’s Current
Bylaws;

(2) Identify the Borrower’s Type of
Organizational Structure and a copy of
their Articles of Incorporation;

(3) Provide evidence of where Bor-
rower is registered to do business;

(4) Copies of the Borrower’s Audited
GAAP financials for the past 1-3 years,
if available or other financial informa-
tion, as requested on a case by case
basis;

(6) A list of any secured outstanding
debt including the amount and name of
lender;

(6) BEvidence of Collateral and/or its
ability to pledge such collateral;

(7) An Attorney Opinion for the Bor-
rower including the counties served, a
property schedule, the state of incorpo-
ration, any pending litigation, the cor-
porate debt limit, the Borrower’s legal
name and type of legal organization,
and the borrower’s legal authority to
pledge its collateral or other assets.

(8) Copies of the Borrower’s Power
Supply Contracts and arrangements
(including wholesale rate contracts);

(9) Competitive position information
including its rates and rate disparity
between neighboring utilities;

(10) Comnstruction Work Plan and/or
Engineering Power Cost Study, if not
previously submitted;

(11) An Environmental Report related
to the facilities for which financing is
being requested, if not previously sub-
mitted.

(c) Power Supply Borrowers. In addi-
tion to the loan application, consisting
of the documents required by para-
graph (a) or (b) of this section, Power
Supply Borrowers must also provide
RUS with the following:

(1) Information on its Power Supply
arrangements and/or wholesale power
contracts including the maturity
dates. Please note copies of the con-
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tracts may be requested on a case by
cases basis;
(2) A Profile of the Power Supply
Borrowers’ fuel supply arrangements;
(3) The Borrowers Load Resource

Table;
(4) Information on its Transmission
and Interconnection arrangements.

Please note that copies of the con-
tracts related to such arrangements
may be requested on a case by case
basis;

(6) The Power Supply Borrowers’
New/Returning membership chart pro-
file and relationships as applicable.

(d) Submission of documents. (1) Gen-
erally, all information required by
paragraphs (a), (b), and (c) of this sec-
tion is submitted to RUS in a single
application. Borrowers may be eligible
to submit their loan application via
RUS’ electronic application intake sys-
tem instead of submitting hard copies
of the loan applications. Please contact
your respective General Field Rep-
resentative or RUS Headquarters to de-
termine if you are eligible to utilize
the electronic system.

(2) To facilitate loan review, RUS
urges borrowers to ensure that their
applications contain all of the informa-
tion required by this section before
submitting the application to RUS.
Borrowers may consult with RUS field
representatives and headquarters staff
as necessary for assistance in preparing
loan applications.

(3) RUS may, in its discretion, return
an application to the borrower if the
application is not materially complete
to the satisfaction of RUS within 10
months of receipt of any of the items
listed in paragraph (a) or (b) of this
section. RUS will generally advise the
borrower in writing at least 2 months
prior to returning the application as to
the elements of the application that
are not complete.

(4) If an application is returned, an
application for the same loan purposes
will be accepted by RUS if satisfactory
evidence is provided that all of the in-
formation required by this section will
be submitted to RUS within a reason-
able time. An application for loan pur-
poses included in an application pre-
viously returned to the borrower will
be treated as an entirely new applica-
tion.
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(e) Complete applications. An applica-
tion is complete when all information
required by RUS to approve a loan is
materially complete in form and sub-
stance satisfactory to RUS.

(f) Change in borrower circumstances. A
borrower shall, after submitting a loan
application, promptly notify RUS of
any changes in its circumstances that
materially affect the information con-
tained in the loan application or in the
primary support documents.

(g) Interest rate category. For pending
loans, RUS will promptly notify the
borrower if its eligibility for an inter-
est rate category changes pursuant to
new information from the Department
of Energy or the Bureau of the Census.
See 7 CFR part 1714.

(Approved by the Office of Management and
Budget under control numbers 0572-0017,
0572-0032 and 0572-1013)

[60 FR 3731, Jan. 19, 1995. Redesignated at 78
FR 73366, Dec. 5, 2013, as amended at 79 FR
76002, Dec. 19, 2014; 81 FR 11026, Mar. 2, 2016;
84 FR 32613, July 9, 2019; 86 FR 36196, July 9,
2021; 87 FR 73438, Nov. 30, 2022; 89 FR 17274,
Mar. 11, 2024]

§§1710.502-1710.503 [Reserved]

§1710.504 Additional requirements.

Additional requirements for insured
electric loans are set forth in 7 CFR
part 1714.

[60 FR 3731, Jan. 19, 1995. Redesignated at 78
FR 73366, Dec. 5, 2013]

§1710.505 Supplemental financing doc-
uments.

(a) The borrower is responsible for
ensuring that the loan documents re-
quired for supplemental financing pur-
suant to §1710.110 are executed in a
timely fashion. These documents are
subject to RUS approval.

(b) Security. Any security offered by
the borrower to a supplemental lender
is subject to RUS approval.

[60 FR 3731, Jan. 19, 1995. Redesignated at 78
FR 73366, Dec. 5, 2013]

§1710.506 Loan approval.

(a) A loan is approved when the Ad-
ministrator signs the administrative
findings.
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(b) If the loan is not approved, RUS
will notify the borrower of the reason.

[60 FR 3731, Jan. 19, 1995. Redesignated at 78
FR 73366, Dec. 5, 2013]

§1710.507 Loan documents.

Following approval of a loan, RUS
will forward the loan documents to the
borrower for execution, delivery, re-
cording, and filing, as directed by RUS.

[60 FR 3731, Jan. 19, 1995. Redesignated at 78
FR 73366, Dec. 5, 2013]

Subpart J—Terms of Loans Com-
mon to Electric Loans and
Guarantees

SOURCE: 87 FR 173439, Nov. 30, 2022, unless
otherwise noted.

§1710.601 Advance
loans.

of funds from

The borrower shall request advances
of funds as needed. Advances are sub-
ject to RUS approval and must be re-
quested in writing on RUS Form 595 or
an RUS approved equivalent form.
Funds will not be advanced until the
Administrator has received satisfac-
tory evidence that the borrower has
met all applicable conditions precedent
to the advance of funds, including evi-
dence that the supplemental financing
required under this part concurrent
loan guaranteed by RUS is available to
the borrower under terms and condi-
tions satisfactory to RUS.

§1710.602

(a) The fund advance period begins on
the date of the loan note and will last
no longer than five years, after Sep-
tember 30 of the fifth year after the fis-
cal year of obligation. The fiscal year
of obligation is identified in loan docu-
mentation associated with each loan.
The Administrator may extend the
fund advance period on any loan if the
borrower meets the requirements of
paragraph (b) of this section. However,
under no circumstances shall RUS ever
make or approve an advance, regard-
less of the last day for an advance on
the loan note or any extension by the
Administrator, later than September 30
of the fifth year after the fiscal year of
obligation if such date would result in

Fund advance period.
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the RUS obligating or permitting ad-
vance of funds contrary to the Anti-De-
ficiency Act.

(b) The Administrator may agree to
an extension of the fund advance period
for loans if the borrower demonstrates,
to the satisfaction of the Adminis-
trator, that the loan funds continue to
be needed for approved loan purposes
(e.g., facilities included in a RUS ap-
proved construction work plan). Poli-
cies for extension of the fund advance
period following certain mergers, con-
solidations, and transfers of systems
substantially in their entirety are set
forth in 7 CFR 1717.156.

(1) To apply for an extension, the bor-
rower must make a request to RUS
prior to the last date for advance as
noted in the borrower’s loan documents
and provide, the following:

(i) A certified copy of a board resolu-
tion requesting an extension of the
Government’s obligation to advance
loan funds;

(ii) Evidence that the unadvanced
loan funds continue to be needed for
approved loan purposes; and

(iii) Notice of the estimated date for
completion of construction.

(2) If the Administrator approves a
request for an extension, RUS will no-
tify the borrower in writing of the ex-
tension and the terms and conditions
thereof. An extension will be effective
only if it is requested in writing prior
to the last date for advance as provided
in the borrower’s loan documents.

(3) Any request received after the
last date for advance shall be rejected.

(¢c) RUS will rescind the balance of
any loan funds not advanced to a bor-
rower as of the final date approved for
advancing funds.

§1710.603 Sequence of advances.

(a) Except as set forth in paragraph
(b) of this section, concurrent loan
funds will be advanced in the following
order:

(1) Fifty (60) percent of the RUS in-
sured loan funds.

(2) One hundred (100) percent of the
supplemental loan funds.

(3) The remaining amount of the RUS
insured loan funds.

(b) At the borrower’s request and
with RUS approval, all or part of the
supplemental loan funds may be ad-
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vanced before funds in paragraph (a)(1)
of this section.

§1710.604 Amortization of principal.

(a) Amortization of funds advanced
during the first 2 years after the date
of the note shall begin no later than 2
years from the date of the note. Except
as set forth in paragraph (b) of this sec-
tion, amortization of funds advanced 2
years or more after the date of the note
shall begin with the scheduled loan
payment billed in the month following
the month of the advance.

(b) For advances made 2 years or
more after the date of the note, the Ad-
ministrator may, upon written request
from the borrower, authorize deferral
of amortization of principal for a pe-
riod of up to 2 years from the date of
the advance if the Administrator deter-
mines that failure to authorize such
deferral would adversely affect either
the Government’s financial interest or
the achievement of the purposes of the
Rural Electrification Act. Such defer-
ral shall not extend the loan maturity
period.

§1710.605

(a) A borrower may request rescis-
sion of a loan with respect to any funds
unadvanced by submitting a letter
signed by the General Manager, Board
President or other individual author-
ized by the Board of Directors to re-
quest such rescission.

(b) RUS may rescind loans pursuant
to §1710.602(c).

(c) Borrowers who prepay RUS loans
at a discounted present value pursuant
to subpart F of 7 CFR part 1786 are re-
quired to rescind the unadvanced bal-
ance of all outstanding electric notes
pursuant to 7 CFR 1786.158(j).

PART 1714—PRE-LOAN POLICIES
AND PROCEDURES FOR INSURED
ELECTRIC LOANS

Rescission of loans.

Subpart A—General

Sec.

1714.1
1714.2
1714.3

[Reserved]

Definitions.

Applicability of provisions.

1714.4 Interest rates.

1714.5 Determination of interest rates on
municipal rate loans.

1714.6 Interest rate term.
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