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§1780.46

(1) Interim financing of the total es-
timated amount of loan funds needed
during construction is arranged; and

(2) All interim funds have been dis-
bursed; and

(3) RUS grant funds are needed before
the RUS loan can be closed.

(e) Use and accountability of funds. (1)
Arrangements will be agreed upon for
the prior concurrence by the Agency of
the bills or vouchers upon which war-
rants will be drawn. Form RD 402-2,
“Statement of Deposits and With-
drawals,” or similar form will be used
by the Agency to monitor funds. Peri-
odic reviews of these accounts shall be
made by the Agency.

(2) Pledge of collateral for grants to
nonprofit organizations. Grant funds
must be deposited in a bank with Fed-
eral Deposit Insurance Corporation
(FDIC) insurance coverage. Also, if the
balance in the account containing
grant funds exceeds the FDIC insur-
ance coverage, the excess amount must
be collaterally secured. The pledge of
collateral for the excess will be in ac-
cordance with Treasury Circular 176.

(3) Joint RUS/borrower bank account.
RUS funds and any funds furnished by
the borrower including contributions
to purchase major items of equipment,
machinery, and furnishings will be de-
posited in a joint RUS/borrower bank
account if determined necessary by the
approval official. When RUS has a
Memorandum of Understanding with
another agency that provides for the
use of joint RUS/borrower accounts, or
when RUS is the primary source of
funds for a project and has determined
that the use of a joint RUS/borrower
bank account is mnecessary, project
funds from other sources may also be
deposited in the joint bank account.
RUS shall not be accountable to the
source of the other funds nor shall RUS
undertake responsibility to administer
the funding program of the other enti-
ty. Joint RUS/borrower bank accounts
should not be used for funds advanced
by an interim lender. When funds ex-
ceeds the FDIC insurance coverage, the
excess must have a pledge of collateral
in accordance with Treasury Circular
176.

(4) Payment for project costs. Project
costs will be monitored by the RUS
processing office. Invoices will be ap-

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

proved by the borrower and their engi-
neer, as appropriate, and submitted to
the processing office for concurrence.
The review and acceptance of project
costs, including construction pay esti-
mates, by RUS does not attest to the
correctness of the amounts, the quan-
tities shown or that the work has been
performed under the terms of the
agreements or contracts.

(f) Use of remaining funds. Funds re-
maining after all costs incident to the
basic project have been paid or pro-
vided for will not include applicant
contributions. Funds remaining, may
be considered in direct proportion to
the amounts obtained from each
source. Remaining funds will be han-
dled as follows:

(1) Remaining funds may be used for
eligible loan or grant purposes, pro-
vided the use will not result in major
changes to the facility(s) and the pur-
pose of the loan and grant remains the
same;

(2) RUS loan funds that are not need-
ed will be applied as an extra payment
on the RUS indebtedness unless other
disposition is required by the bond or-
dinance, resolution, or State statute;
and

(3) Grant funds not expended under
paragraph (f)(1) of this section will be
canceled. Prior to the actual cancella-
tion, the borrower, its attorney and its
engineer will be notified of RUS’s in-
tent to cancel the remaining funds.
The applicant will be given appropriate
appeal rights.

(g) Post review of loan closing. In order
to determine that the loan has been
properly closed the loan docket will be
reviewed by OGC. The State program
official has the option to consult with
OGC to obtain waivers of this review.

[62 FR 33478, June 19, 1997, as amended at 64
FR 29946, June 4, 1999]

§1780.46 [Reserved]

§1780.47 Borrower accounting meth-
ods, management reporting and au-
dits.

(a) Borrowers are required to provide
RUS an annual audit or financial state-
ments.

(b) Method of accounting and prepara-
tion of financial statements. Annual or-
ganization-wide financial statements
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must be prepared on the accrual basis
of accounting, in accordance with gen-
erally accepted accounting principles
(GAAP), unless State statutes or regu-
latory agencies provide otherwise, or
an exception is granted by the Agency.
An organization may maintain its ac-
counting records on a basis other than
accrual accounting, and make the nec-
essary adjustments so that annual fi-
nancial statements are presented on
the accrual basis.

(c) Record retention. BEach borrower
shall retain all records, books, and sup-
porting material for 3 years after the
issuance of the audit or management
reports. Upon request, this material
will be made available to RUS, Office
of the Inspector General (OIG), United
States Department of Agriculture
(USDA), the Comptroller General, or to
their assignees.

(d) Audits. All audits are to be per-
formed in accordance with the latest
revision of the generally accepted gov-
ernment auditing standards (GAGAS),
issued by the Comptroller General of
the United States. In addition, the au-
dits are also to be performed in accord-
ance with subpart F of 2 CFR part 200,
as adopted by USDA through 2 CFR
part 400. The type of audit each bor-
rower is required to submit will be des-
ignated by RUS. Further guidance on
preparing an acceptable audit can be
obtained from RUS. It is not intended
that audits required by this part be
separate and apart from audits per-
formed in accordance with State and
local laws. To the extent feasible, the
audit work should be done in conjunc-
tion with those audits. Audits must be
performed annually except as allowed
under the provisions for biennial audits
provided in subpart F of 2 CFR part 200.
Audits are to be submitted to the proc-
essing office as soon as possible after
receipt of the auditor’s report but no
later than nine months after the end of
the audit period

(e) Borrowers exempt from audits. All
borrowers who are exempt from audits,
will, within 60 days following the end
of each fiscal year, furnish the RUS
with annual financial statements, con-
sisting of a verification of the organi-
zation’s balance sheet and statement of
income and expense by an appropriate
official of the organization. Forms RD
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442-2, ‘‘Statement of Budget, Income
and Equity,” and 442-3 may be used.

(f) Management reports. These reports
will furnish management with a means
of evaluating prior decisions and serve
as a basis for planning future oper-
ations and financial strategies. In
those cases where revenues from mul-
tiple sources are pledged as security for
an RUS loan, two reports will be re-
quired; one for the project being fi-
nanced by RUS and one combining the
entire operation of the borrower. In
those cases where RUS loans are se-
cured by general obligation bonds or
assessments and the borrower com-
bines revenues from all sources, one
management report combining all such
revenues is acceptable. The following
management data will be submitted by
the borrower to the processing office.
These reports at a minimum will in-
clude a balance sheet and income and
expense statement.

(1) Quarterly reports. A quarterly
management report will be required for
the first year for new borrowers and for
all borrowers experiencing financial or
management problems for one year
from the date problems were noted. If
the borrower’s account is current at
the end of the year, the processing of-
fice may waive the required reports.

(2) Annual management reports. Prior
to the beginning of each fiscal year the
following will be submitted to the
processing office. (If Form RD 442-2 is
used as the annual management report,
enter data in column three only of
Schedule 1, and complete all of Sched-
ule 2.)

(i) Two copies of the management re-
ports and proposed ‘‘Annual Budget’’.

(ii) Financial information may be re-
ported on Form RD 442-2 which in-
cludes Schedule 1, ‘“‘Statement of Budg-
et, Income and Equity’’ and Schedule 2,
“Projected Cash Flow” or information
in similar format.

(iii) A copy of the rate schedule in ef-
fect at the time of submission.

(g) Substitute for management reports.
When RUS loans are secured by the
general obligation of the public body or
tax assessments which total 100 per-
cent of the debt service requirements,
the State program official may author-
ize an annual audit to substitute for
other management reports if the audit
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is received within nine months after
the end of the audit period.

[62 FR 33478, June 19, 1997, as amended at 79
FR 76006, Dec. 19, 2014]

§1780.48 Regional commission grants.

Grants are sometimes made by re-
gional commissions for projects eligi-
ble for RUS assistance. RUS has agreed
to administer such funds in a manner
similar to administering RUS assist-
ance.

(a) When RUS has funds in the
project, no charge will be made for ad-
ministering regional commission
funds.

(b) When RUS has no loan or grant
funds in the project, an administrative
charge will be made pursuant to the
Economy Act of 1932 (31 U.C.S. 15635). A
fee of 5 percent of the first $100,000 of a
regional commission grant and 1 per-
cent of any amount over $100,000 will be
paid to RUS by the commission.

(1) Appalachian Regional Commission
(ARC). RUS Bulletin 1780-23 will be fol-
lowed in determining the responsibil-
ities of RUS. The ARC Federal Co-
chairman and the State program offi-
cial will provide each other with the
necessary notification and certifi-
cation.

(2) Other regional commissions. Title V
of the Public Works and Economic De-
velopment Act of 1965 (42 U.S.C. 3121 et
seq.) authorizes other commissions
similar to ARC. RUS Bulletin 1780-23
will be used to develop a separate
project management agreement be-
tween RUS and the commission for
each project. The agreement should be
prepared by the State program official
as soon as notification is received that
a commission grant will be made and
the amount is confirmed.

(c) Regional commission grants
should be obligated as soon as possible
in accordance with §1780.41, except that
the announcement procedure referred
to in RUS Staff Instruction 1780-2 is
not applicable. Regional commission
grants will be disbursed from the Fi-
nance Office in the same manner as
RUS funds.

[62 FR 33478, June 19, 1997, as amended at 64
FR 29946, June 4, 1999]
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§§1780.49-1780.52 [Reserved]

Subpart C—Planning, Designing,
Bidding, Contracting, Con-
structing and Inspections

§1780.53 General.

This subpart is specifically designed
for use by owners including the profes-
sional or technical consultants or
agents who provide assistance and
services such as engineering, environ-
mental, inspection, financial, legal or
other services related to planning, de-
signing, bidding, contracting, and con-
structing water and waste disposal fa-
cilities. These procedures do not re-
lieve the owner of the contractual obli-
gations that arise from the procure-
ment of these services. For this sub-
part, an owner is defined as an appli-
cant, borrower, or grantee.

§1780.54 Technical services.

Owners are responsible for providing
the engineering, architect and environ-
mental services necessary for planning,
designing, bidding, contracting, in-
specting, and constructing their facili-
ties. Services may be provided by the
owner’s ‘‘in house’ engineer or archi-
tect or through contract, subject to
Agency concurrence. Engineers and ar-
chitects must be licensed in the State
where the facility is to be constructed.

§1780.55 Preliminary engineering re-
ports and environmental review
documentation.

Preliminary engineering reports
(PERs) must conform to customary
professional standards. PER guidelines
for water, sanitary sewer, solid waste,
and storm sewer are available from the
Agency. Environmental review docu-
mentation must comply with the envi-
ronmental review requirements in ac-
cordance with 7 CFR part 1970.

[81 FR 11028, Mar. 2, 2016]
§1780.56 [Reserved]

§1780.57 Design policies.

Facilities financed by the Agency
will be designed and constructed in ac-
cordance with sound engineering prac-
tices, and must meet the requirements
of Federal, State and local agencies.
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