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reduce operating costs, improve effi-
ciency, and/or expand markets and rev-
enues. 

(k) Conveyance of assets. As a condi-
tion of a settlement, a borrower may 
be required to convey some or all its 
assets to the government. 

(l) Additional conditions. The borrower 
will be required to warrant and agree 
that no bonuses or similar extraor-
dinary compensation has been or will 
be provided, for reasons related to the 
settlement of government debt, to any 
officer or employee of the borrower or 
to other persons or entities identified 
by RUS. The Administrator may im-
pose such other terms and conditions 
of debt settlement as the Adminis-
trator determines to be in the govern-
ment’s interests. 

(m) Certification of accuracy. Before 
the Administrator will approve a debt 
settlement, the manager or other ap-
propriate official of the borrower must 
certify that all information provided to 
the government by the borrower or by 
any agent of the borrower, in connec-
tion with the debt settlement, is true, 
correct, and complete in all material 
respects. 

§ 1717.1205 Waiver of existing condi-
tions on borrowers. 

Pursuant to section 331(b) of the Con 
Act, the Administrator, at his or her 
sole discretion, may waive or otherwise 
reduce conditions and requirements 
imposed on a borrower by its loan doc-
uments if the Administrator deter-
mines that such action will contribute 
to enhancement of the government’s 
recovery of debt. Such waivers or re-
ductions in conditions and require-
ments under this section shall not in-
clude the exercise of any of the debt 
settlement measures set forth in 
§ 1717.1204(c), which are subject to all of 
the requirements of said § 1717.1204. 

§ 1717.1206 Loans subsequent to settle-
ment. 

In considering any future loan re-
quests from a borrower whose debt has 
been settled in whole or in part (includ-
ing the surviving entity of merged or 
consolidated borrowers, where at least 
one of said borrowers had its debts set-
tled), it will be presumed that credit 
support for the full amount of the re-

quested loan will be required. Such 
support may be in a number of forms, 
provided that they are acceptable to 
the Administrator on a case by case 
basis. They may include, but need not 
be limited to, equity infusions and 
guarantees of debt repayment, either 
from the applicant’s members (in the 
case of a power supply borrower), or 
from a third party. 

§ 1717.1207 RUS obligations under 
loan guarantees. 

Nothing in this subpart affects the 
obligations of RUS under loan guar-
antee commitments it has made to the 
Federal Financing Bank or other lend-
ers. 

§ 1717.1208 Government’s rights under 
loan documents. 

Nothing in this subpart limits, modi-
fies, or otherwise affects the rights of 
the government under loan documents 
executed with borrowers, or under law 
or equity. 

PART 1718—LOAN SECURITY DOC-
UMENTS FOR ELECTRIC BOR-
ROWERS 

Subpart A—General 

Sec. 
1718.1–1718.49 [Reserved] 

Subpart B—Mortgage for Distribution 
Borrowers 

1718.50 Definitions. 
1718.51 Policy. 
1718.52 Existing mortgages. 
1718.53 Rights of other mortgagees. 
1718.54 Availability of model mortgage. 

Subpart C—Loan Contracts With 
Distribution Borrowers 

1718.100 General. 
1718.101 Applicability. 
1718.102 Definitions. 
1718.103 Loan contract provisions. 
1718.104 Availability of model loan contract. 

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

SOURCE: 60 FR 36888, July 18, 1995, unless 
otherwise noted. 
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Subpart A—General 

§§ 1718.1–1718.49 [Reserved] 

Subpart B—Mortgage for 
Distribution Borrowers 

§ 1718.50 Definitions. 
Unless otherwise indicated, terms 

used in this subpart are defined as set 
forth in 7 CFR 1710.2. 

§ 1718.51 Policy. 
(a) Adequate loan security must be 

provided for loans made or guaranteed 
by RUS. The loans are required to be 
secured by a first mortgage lien on 
most of the borrower’s assets substan-
tially in the form set forth in appendix 
A of this subpart. At the discretion of 
RUS, this model form of mortgage may 
be adapted to satisfy different legal re-
quirements among the states and indi-
vidual differences in lending cir-
cumstances, provided that such adapta-
tions are consistent with the policies 
set forth in this subpart. 

(b) Some borrowers, such as certain 
public power districts, may not be able 
to provide security in the form of a 
first mortgage lien on their assets. In 
these cases RUS will consider accept-
ing other forms of security, such as 
resolutions and pledges of revenues. 

(c) RUS may require supplemental 
and amending mortgages to protect its 
security, or in connection with addi-
tional loans. 

(d) RUS may also require such other 
security instruments (such as loan con-
tracts, security agreements, financing 
statements, guarantees, and pledges) as 
it deems appropriate. 

(e) All distribution borrowers that re-
ceive a loan or loan guarantee from 
RUS on or after August 17, 1995 will be 
required to enter into a mortgage with 
RUS that meets the requirements of 
this subpart. The concurrence of any 
other lenders secured under the bor-
rower’s existing mortgage may be re-
quired before the borrower can enter 
into a new mortgage. 

§ 1718.52 Existing mortgages. 
Nothing contained in this subpart 

amends, invalidates, terminates or re-
scinds any existing mortgage entered 

into between the borrower and RUS 
and any other mortgagees. 

§ 1718.53 Rights of other mortgagees. 

Nothing contained in this subpart is 
intended to alter or affect any other 
mortgagee’s rights under an existing 
mortgage. 

§ 1718.54 Availability of model mort-
gage. 

Single copies of the model mortgage 
(RUS Informational Publication 1718 B) 
are available from the Rural Utilities 
Service, United States Department of 
Agriculture, Washington, DC 20250–1500. 
This document may be reproduced. 

[60 FR 36888, July 18, 1995, as amended at 86 
FR 36197, July 9, 2021] 

Subpart C—Loan Contracts With 
Distribution Borrowers 

SOURCE: 60 FR 67410, Dec. 29, 1995, unless 
otherwise noted. 

§ 1718.100 General. 

(a) Purpose. The purpose of this sub-
part is to set forth the policies, re-
quirements, and procedures governing 
loan contracts entered into between 
the Rural Utilities Service (RUS) and 
distribution borrowers or, in some 
cases, other electric borrowers. 

(b) Flexibility for individual cir-
cumstances. The intent of this subpart 
is to provide the flexibility to address 
the different needs and different credit 
risks of individual borrowers, and other 
special circumstances of individual 
lending situations. The model loan con-
tract contained in appendix A of this 
subpart provides an example of what a 
loan contract with an ‘‘average’’ or 
‘‘typical’’ distribution borrower may 
look like under ‘‘average’’ or ‘‘typical’’ 
circumstances. Depending on the credit 
risks and other circumstances of indi-
vidual loans, RUS may execute loan 
contracts with provisions that are sub-
stantially different than those set 
forth in the model. RUS may develop 
alternative model loan contract provi-
sions. If it does, such provisions will be 
made available to the public. 

(c) Resolution of any differences in con-
tractual provisions. If any provision of 
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the loan contract appears to be in con-
flict with provisions of the mortgage, 
the loan contract shall have prece-
dence with respect to the contractual 
relationship between the borrower and 
RUS with respect to such provision. If 
either document is silent on a matter 
addressed in the other document, the 
other document shall have precedence 
with respect to the contractual rela-
tionship between the borrower and 
RUS with respect to such matter. 

(d) Certain loan contract provisions 
subject to subsequent rulemaking. If a 
loan contract provision imposes an ob-
ligation or limitation on the borrower 
whose interpretation or specification is 
subject to RUS regulations or the dis-
cretion of the Administrator or RUS, 
such interpretation or specification 
shall be subject to subsequent rule-
making. Such interpretation or speci-
fication of the borrower’s obligations 
or limitations may not exceed the au-
thority granted to the Administrator 
or RUS in the loan contract provision. 

§ 1718.101 Applicability. 
(a) Distribution borrowers. The provi-

sions of this subpart apply to all dis-
tribution borrowers that obtain a loan 
or loan guarantee from RUS approved 
on or after January 29, 1996. Distribu-
tion borrowers that obtain a lien ac-
commodation or any other form of fi-
nancial assistance from RUS after Jan-
uary 29, 1996, may be required to exe-
cute a new loan contract and new 
mortgage. Moreover, any distribution 
borrower may submit a request to RUS 
that a new loan contract and new 
mortgage be executed. Within the con-
straints of time and staff resources, 
RUS will attempt to honor such re-
quests. Borrowers must first obtain the 
concurrence of any other mortgagees 
on their existing mortgage before a 
new mortgage can be executed. 

(b) Other borrowers. Borrowers other 
than distribution borrowers may also 
submit requests for execution of a new 
loan contract pursuant to this subpart 
and a new mortgage pursuant to sub-
part B of this part. RUS may approve 
such requests if it determines that 
such approval is in the government’s fi-
nancial interest. If other mortgagees 
are on the borrower’s existing mort-
gage, their concurrence would be re-

quired before a new mortgage could be 
executed. 

§ 1718.102 Definitions. 

For the purposes of this subpart: 
Borrower means any organization 

that has an outstanding loan made or 
guaranteed by the Rural Utilities Serv-
ice (RUS) or its predecessor, the Rural 
Electrification Administration, for 
rural electrification, or that is seeking 
such financing. 

Distribution borrower means a bor-
rower that sells or intends to sell elec-
tric power and energy at retail in rural 
areas, the latter being defined in 7 CFR 
1710.2. 

Loan documents means the mortgage 
(or other security instrument accept-
able to RUS), the loan contract, and 
the promissory note entered into be-
tween the borrower and RUS. 

§ 1718.103 Loan contract provisions. 

Loan contracts executed pursuant to 
this subpart shall contain such provi-
sions as RUS determines are appro-
priate to further the purposes of the 
RE Act and to ensure that the security 
for the loan will be reasonably ade-
quate and that the loan will be repaid 
according to the terms of the promis-
sory note. Such loan contracts will 
contain provisions addressing, but not 
necessarily limited to, the following 
matters: 

(a) Description of the purpose of the 
loan; 

(b) Specification of the interest to be 
charged on the loan, including the 
method for determining the interest 
rate if it is not fixed for the entire 
term of the loan; 

(c) Specification of the method for 
repaying the loan principal, including 
the final maturity of the loan; 

(d) The conditions under which the 
loan may be prepaid before its matu-
rity date, including but not limited to 
requirements regarding the prepay-
ment of loans made concurrently by 
RUS and another secured lender; 

(e) The method for making scheduled 
payments on the loan; 

(f) Accounting principles and system 
of accounts, and RUS authority to ap-
prove the accountant used by the bor-
rower; 
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(g) The method and time period for 
advancing loan funds and the condi-
tions precedent to the advance of 
funds; 

(h) Representations and warranties 
by the borrower as a condition of ob-
taining the loan, including but not lim-
ited to: the legal authority of the bor-
rower to enter into the loan contract 
and operate its system; that the loan 
documents will be a legal, valid and 
binding obligation of the borrower en-
forceable according to their terms; 
compliance of the borrower in all ma-
terial respects with all federal, state, 
and local laws, regulations, codes, and 
orders; existence of any pending or 
threatened legal actions that could 
have a material adverse effect on the 
borrower’s ability to perform its obli-
gations under the loan documents; the 
accuracy and completeness of all infor-
mation provided by the borrower in the 
loan application and with respect to 
the loan contract, and the existence of 
any material adverse change since the 
information was provided; and the ex-
istence of any material defaults under 
other agreements of the borrower; 

(i) Representations, warranties, and 
covenants with respect to environ-
mental matters; 

(j) Reports and notices required to be 
submitted to RUS, including but not 
limited to: annual financial state-
ments; notice of defaults; notice of liti-
gation; notice of orders or other direc-
tives received by the borrower from 
regulatory authorities; notice of any 
matter that has resulted in or may re-
sult in a material adverse change in 
the condition or operations of the bor-
rower; and such other information re-
garding the condition or operations of 
the borrower as RUS may reasonably 
require; 

(k) Annual written certification that 
the borrower is in compliance with its 
loan contract, note, mortgage, and any 
other agreement with RUS, or if there 
has been a default in the fulfillment of 
any obligation under said agreements, 
specifying each such default and the 
nature and status thereof; 

(l) Requirement that the borrower 
design and implement rates for utility 
services to meet certain minimum cov-
erage of interest expense and/or debt 
service obligations; 

(m) Requirement that the borrower 
maintain and preserve its mortgaged 
property in compliance with prudent 
utility practice and all applicable laws, 
which may include certain specific ac-
tions and certifications set forth in the 
borrower’s loan contract or mortgage; 

(n) Requirement that the borrower 
plan, design and construct its electric 
system according to standards and 
other requirements established by 
RUS, and if directed by the Adminis-
trator, that the borrower follow RUS 
planning, design and construction 
standards and requirements for other 
utility systems constructed by the bor-
rower; 

(o) Limitations on extensions and ad-
ditions to the borrower’s electric sys-
tem without approval by RUS; 

(p) Limitations on contracts and con-
tract amendments that the borrower 
may enter into without approval by 
RUS; 

(q) Limitations of the transfer of 
mortgaged property by the borrower; 

(r) Limitations on dividends, patron-
age refunds, and cash distributions 
paid by the borrower; 

(s) Limitations on investments, 
loans, and guarantees made by the bor-
rower; 

(t) Authority of RUS to approve a 
new general manager and to require 
that an existing general manager be re-
placed if the borrower is in default 
under its mortgage, loan contract, or 
any other agreements with RUS; 

(u) Description of events of default 
under the loan contract and the rem-
edies available to RUS; 

(v) Applicability of state and federal 
laws; 

(w) Severability of the individual 
provisions of the loan documents; 

(x) Matters relating to the assign-
ment of the loan contract; 

(y) Requirements relating to federal 
laws and regulations, including but not 
limited to the following matters: area 
coverage for electric service; civil 
rights and equal employment oppor-
tunity; access to buildings and other 
matters relating to the handicapped; 
design and construction standards re-
lating to earthquakes; the National 
Environmental Policy Act of 1969 and 
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other environmental laws and regula-
tions; flood hazard insurance; debar-
ment and suspension from federal as-
sistance programs; and delinquency on 
federal debt; and 

(z) Special requirements applicable 
to individual loans, and such other pro-
visions as RUS may require to ensure 
loan repayment and reasonably ade-
quate loan security. 

§ 1718.104 Availability of model loan 
contract. 

Single copies of the model loan con-
tract (RUS Informational Publication 
1718 C) are available from the Rural 
Utilities Service, United States De-
partment of Agriculture, Washington, 
DC 20250–1533. This document may be 
reproduced. 

PART 1719—RURAL ENERGY 
SAVINGS PROGRAM 

Subpart A—General Provisions 

Sec. 
1719.1 Purpose. 
1719.2 Definitions. 
1719.3 Policy and Federal Register Notices. 

Subpart B—Application, Submission and 
Administration of RESP Loans 

1719.4 Eligibility. 
1719.5 Application process and required in-

formation. 
1719.6 Agency review. 
1719.7 Conditional commitment letter and 

loan closing. 
1719.8 Loan provisions. 
1719.9 Eligible activities and energy effi-

ciency measures. 
1719.10 Measurement and verification and 

quality control. 
1719.11 Compliance with USDA depart-

mental regulations, policies, and other 
federal laws. 

1719.12 Reporting. 
1719.13 Auditing and accounting require-

ments. 

AUTHORITY: 7 U.S.C. 8107a (Section 6407). 

SOURCE: 85 FR 18418, Apr. 2, 2020, unless 
otherwise noted. 

Subpart A—General Provisions 

§ 1719.1 Purpose. 
This part establishes policies and 

procedures for the implementation of 
the Rural Energy Savings Program 

(RESP) under Section 6407 of the Farm 
Security and Rural Investment Act of 
2002, as amended, by the Rural Utilities 
Service (RUS). It is the purpose of this 
part to help rural families and small 
businesses achieve cost savings by pro-
viding loans through eligible entities 
to qualified consumers to implement 
durable cost-effective energy efficiency 
measures. 

§ 1719.2 Definitions. 
The following definitions apply to 

subparts A and B of this part and must 
have the following meanings for pur-
poses of the Rural Energy Savings Pro-
gram: 

Administrator means the Adminis-
trator of the Rural Utilities Service, an 
agency under the Rural Development 
mission area of the United States De-
partment of Agriculture. 

Applicant means an Eligible entity 
interested in applying for a RESP loan 
that is planning to submit a Letter of 
Intent. 

Commercial technology means equip-
ment, devices, applications, or systems 
that have a proven, reliable perform-
ance and replicable operating history 
specific to the proposed application. 
The equipment, device, application or 
system is based on established pat-
ented design or has been certified by an 
industry-recognized organization and 
subject to installation, operating, and 
maintenance procedures generally ac-
cepted by industry practices and stand-
ards. Service and replacement parts for 
the equipment, device, application or 
system must be readily available in the 
marketplace with established warranty 
applicable to parts, labor and perform-
ance. 

Completed loan application means an 
application containing all information 
required by RUS to approve a loan and 
that is materially complete in form 
and substance satisfactory to RUS 
within the specified time. 

Conditional commitment letter means 
the notification issued by the Adminis-
trator to a RESP Applicant advising it 
of the total loan amount approved for 
it as a RESP borrower, the acceptable 
security arrangement, and such con-
trols and conditions on the RESP bor-
rower’s financial, investment, oper-
ational and managerial activities 
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