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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-
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—Demand Side Man-
agement and Renewable En-
ergy Systems

SOURCE: 59 FR 496, Jan. 4, 1994, unless oth-
erwise noted.

§ 1710.350 Purpose.
This subpart sets forth RUS policies

and procedures with regard to loans
and loan guarantees to RUS borrowers
for the purpose of implementing their
demand side management (DSM) plans,
energy conservation programs, and on-
grid and off-grid renewable energy sys-
tems. The Administrator reserves the
right to determine if loans for purposes
under this subpart will be made to a
borrower in default under its mortgage
and loan contract. As is the case with
all other RUS loans, loans for purposes
under this subpart will not be made to
individuals.

§ 1710.351 General policy; renewable
energy systems.

(a) Off-grid renewable energy systems
will be considered the same as DSM ac-

tivities and will qualify for either in-
sured loans or loan guarantees pursu-
ant to § 1710.102.

(b) On-grid renewable energy systems
will be treated as a generation resource
and will be eligible only for loan guar-
antees pursuant to § 1710.102. Existing
RUS policy with respect to generation
resources shall generally apply.

(c) RUS loans for renewable energy
systems will be made only for systems
utilizing technologies that are proven
and commercially available.

§ 1710.352 General policy; energy re-
source conservation programs.

This subpart does not replace the en-
ergy resource conservation program fi-
nanced by deferments of loan principal.

§ 1710.353 General policy; demand side
management.

(a) RUS will make loans for the pur-
pose of assisting electric borrowers to
implement RUS approved demand side
management plans. For the purposes of
this regulation energy conservation
programs are included as a DSM activ-
ity.

(b) RUS will treat demand-side and
supply-side resources on an equal basis.
All requirements applicable to loans
for traditional electric facilities will
apply to loans for DSM. In addition the
requirements set forth in this subpart
will apply.

(c) DSM will be considered a distribu-
tion loan purpose, eligible for either in-
sured loans or loan guarantees pursu-
ant to § 1710.102.

(d) RUS will conduct its own evalua-
tion, as specified in this subpart, of a
borrower’s DSM activities before mak-
ing a determination on the disposition
of a borrower’s loan application.

(e) RUS loans for DSM activities will
be made only for systems utilizing
technologies that are proven and com-
mercially available.

(f) In general, RUS will require pilot
project testing of DSM activities new
to the borrower.

(g) If the borrower’s IRP, DSM plan,
project construction and/or financing,
and/or rate recovery is subject to the
approval of state authorities, the bor-
rower must obtain such approvals be-
fore RUS will approve a loan for any
purpose for which an RUS approved
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DSM plan or IRP is required under this
subpart.

§ 1710.354 Eligible DSM activities.

DSM activities that are projected to
result in more efficient use of electric
system resources and which are con-
sistent with an RUS approved Inte-
grated Resource Plan (IRP) and DSM
plan may be eligible for financing. Ex-
amples of such DSM activities, which
are not mutually exclusive, are as fol-
lows:

(a) General information and edu-
cation;

(b) Purchase and installation of bor-
rower owned or consumer owned equip-
ment or materials, including:

(1) Heating, ventilation, air condi-
tioning;

(2) Building envelope;
(3) Appliances;
(4) Load control;
(5) Lighting and lighting control;
(6) Thermal storage; and
(7) Efficient motors and drives;
(c) Rebates for DSM equipment and

facilities;
(d) Fuel switching for dual fuel appli-

cations where one of the energy
sources is electricity; and

(e) Pilot DSM projects.

§ 1710.355 DSM loan applications.
(a) Any loan application which in-

cludes funds for DSM must include all
loan support documents required for a
loan for electric facilities, and must
demonstrate that requirements for
need, loan feasibility and loan security
are satisfied. In addition, the applica-
tion must be supported by an RUS ap-
proved IRP, except as provided in
§ 1710.356(a)(1), and an RUS approved
DSM plan.

(b) DSM loans will be made to pro-
vide financing for DSM activities
planned to be implemented within a
two year period.

§ 1710.356 Integrated resource plans.
(a)(1) An RUS approved IRP is re-

quired for all loans that include funds
for DSM activities, unless the cumu-
lative total of all previous DSM loans
and the loan under consideration for
that applicant is less than 1 percent of
the applicant’s total utility plant.

(2) An RUS approved IRP is required
for all loans that include funds for on-
grid renewable energy systems.

(3) An RUS approved IRP is required
for all loans that include funds for off-
grid renewable energy systems unless
the Administrator determines that an
IRP is not needed to determine that
the loan is both feasible and secure
pursuant to §§ 1710.112 and 1710.113, re-
spectively.

(b)(1) When an IRP is required, a dis-
tribution borrower that is a member of
a power supply borrower must use the
IRP prepared by the power supply bor-
rower for its overall system. This IRP
must have been coordinated with all of
the member systems and it must have
been approved by the board of directors
of the power supply borrower. Because
of the relationship between the power
supply borrower and its members under
which the loans incurred by the power
supply borrower are primarily to con-
struct, improve or acquire facilities
that benefit all members directly or in-
directly, the security of loans to all
parties is interlinked. Consequently,
DSM activities and renewable energy
activities must be coordinated among
all parties to insure that the activities
of one member do not jeopardize the fi-
nancial integrity or loan security of
any other member or that of the power
supply borrower.

(2) A distribution system that is not
a member of an RUS financed power
supply borrower shall prepare its own
IRP. An IRP developed by a distribu-
tion borrower that is not a member of
a power supply borrower need only ad-
dress its own system, but shall include
an analysis of the effects of its DSM
activities on its wholesale power costs.

(c) The IRP shall identify supply side
and demand side options and analyze
their benefits and costs in order to pro-
vide adequate and reliable electric
service to consumers at the lowest cost
for the system as a whole.

(d) The IRP shall include necessary
features for system operation, such as
diversity, reliability, dispatchability,
and other factors of risk; and it shall
take into account the ability to verify
energy and cost savings achieved
through DSM, energy conservation,
and renewable energy systems, and the
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projected durability of such savings
measured over time.

(e) The following elements also in-
cluded in a DSM plan, pursuant to
§§ 1710.357 and 1710.358, shall be included
except where RUS determines that
they are not necessary:

(1) Load shape objectives;
(2) Wholesale power pricing policy

and costs, and their relationship to the
proposed DSM activities;

(3) Ownership and costs of DSM re-
lated hardware;

(4) Incentive and marketing costs;
(5) Communication and control costs;

and
(6) Monitoring methods and costs.
(f) The IRP shall analyze the DSM ef-

fects set forth in § 1710.359.

§ 1710.357 DSM plans.

(a) A DSM plan approved by the bor-
rower’s board of directors is required in
support of a loan that includes funds
for DSM activities or for off-grid re-
newable energy systems. The DSM plan
shall address the borrower’s existing
and proposed activities for the same
period covered by the Long-Range Fi-
nancial Forecast submitted in support
of the loan application.

(b)(1) A DSM plan prepared by a
member of a power supply borrower
must be consistent with the IRP pre-
pared by the power supply borrower.

(2) A DSM plan prepared by a dis-
tribution borrower that is not a mem-
ber of an RUS financed power supply
borrower must be consistent with the
borrower’s own IRP.

(c) The level of detail required in the
DSM plan is dependent on several fac-
tors, for example:

(1) Size and term of loan;
(2) Financial impact of loan on the

borrower;
(3) Probability of realization of the

estimated impacts;
(4) Magnitude of the estimated ef-

fects; and
(5) Potential effects, if any, on other

distribution members of a power supply
borrower.

(d) RUS will consider effects of pro-
posed and existing DSM plans on gov-
ernment loan security, rates, revenue
requirements, competitiveness, other
distribution borrowers, power supply

borrowers or other industry recognized
tests as applicable.

§ 1710.358 Requirements for a DSM
plan.

A DSM plan shall include:
(a) A list of the DSM activities to be

financed by the loan including details
on implementation such as beginning
and completion dates and estimated
draw downs of loan funds;

(b) An analysis of the borrower’s ex-
isting and proposed DSM activities, in-
cluding sources of financing and pro-
jections of the effects of those activi-
ties as set forth in § 1710.359;

(c) System specific load research and
DSM pilot projects as required by
§ 1710.353(f);

(d) A benefit/cost and net present
value cash flow analysis of each DSM
activity included in the plan. Benefits
and costs must be expressed in the
same units where possible. Short term
and long term impacts must be ad-
dressed. Who benefits and who pays
must be clearly identified. Objectives
of a DSM plan shall be stated in terms
of load profile adjustments by cus-
tomer rate class and/or market seg-
ment. The benefit/cost analysis shall
include the following steps:

(1) Identification of objectives, alter-
natives, and effects;

(2) Simulation of impacts on the sys-
tem and its consumers, and the prob-
able costs and benefits, including sensi-
tivity/probability and scenario anal-
ysis; and

(3) Selection of DSM activities;
(e) An outline of monitoring and re-

porting procedures to evaluate the per-
formance of the implemented DSM
plan;

(f) A narrative discussing the fol-
lowing:

(1) Scope of the DSM plan;
(2) Resources used to develop the

DSM plan;
(3) Internal and external data collec-

tion and analysis;
(4) Analysis method used to screen

and evaluate the projected programs;
(5) Analysis of existing and projected

plans; and
(6) Coordination activities with

power supplier.
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§ 1710.359 DSM effects.
The IRP and the DSM plan shall con-

sider and discuss the expected effects
of the borrower’s DSM activities. The
expected effects to be considered and
discussed includes, but are not limited
to, the following:

(a) Effects on the utility (supply side
effects):

(1) Operations;
(2) Maintenance;
(3) Environmental compliance;
(4) Capacity planning, including

deferment of capacity and reliability of
capacity;

(5) DSM equipment including pur-
chase, operation and maintenance con-
siderations;

(6) Transmission and distribution ef-
fects;

(7) Administrative costs, including
administrative and general costs, pro-
gram costs, DSM planning costs, inte-
gration of supply and DSM planning,
marketing costs, incentive costs, infra-
structure support, monitoring and
evaluation costs, bidding costs; and

(8) Revenues and rates;
(b) Effects on consumers (demand

side effects):
(1) Equipment purchases;
(2) Operation costs;
(3) Maintenance costs;
(4) Supply voltage quality;
(5) Availability of service and reli-

ability (outages);
(6) Change in benefits received from

appliances and housing;
(7) Convenience (availability of

equipment, appliances and services);
(8) Change in comfort and air quality

levels of buildings; and
(9) Rates, billing level and elasticity;
(c) Effects on competitiveness;
(d) Effects on other member distribu-

tion systems of the power supply bor-
rower; and

(e) Effects on power supply borrower.

§ 1710.360 Submittal of alternate docu-
mentation.

(a) The borrower may have performed
analysis and prepared comparable doc-
umentation for other purposes, such as
for a state regulatory commission.
This information may be acceptable to
RUS as an IRP or a DSM plan if the
borrower demonstrates that the alter-

native information meets the goals and
objectives of this subpart.

(b) The borrower shall advise RUS of
all material information provided to
other lenders or other governmental
authorities relating to their DSM
plans. This information shall be pro-
vided to RUS as requested.

§ 1710.361 Type and term of loans.

(a) The final maturity of loans for
purposes under this subpart shall be de-
termined by RUS based on the expected
life of needed capital improvements,
expected cost recovery periods, the ex-
pected life of program benefits, the cer-
tainty of these benefits, and matching
costs and benefits.

(b) RUS will normally consider final
maturities for DSM loans of up to 5
years. Longer loan terms, not to exceed
10 years, for loans for these purposes
will be considered if the borrower can
satisfactorily demonstrate to the Ad-
ministrator an acceptable basis for
doing so and can demonstrate that the
loan will be feasible and secure pursu-
ant to §§ 1710.112 and 1710.113, respec-
tively, for the longer period. As used in
this paragraph, renewable energy re-
source equipment and facilities are not
considered a DSM purpose. Maturities
for such loans will be limited to the ex-
pected useful life of the equipment and
facilities.

§ 1710.362 Loan approval.

The amount and scope of loans ap-
proved by RUS under this subpart are
subject to the discretion of RUS. Appli-
cations will be evaluated on the merits
of the proposals as outlined in the
plans specified in this subpart. RUS ap-
proval of a loan for purposes under this
subpart and/or RUS approval of IRPs
and DSM plans does not relieve a bor-
rower of its responsibilities under this
subpart or constitute a representation
or warranty by RUS to the borrower or
any person that its IRP or DSM plan
will work as described therein.

§ 1710.363 Advance and documentation
of use of loan funds.

(a) Loan funds for on-grid renewable
energy systems will be advanced using
the same procedure as loans for other
electric system facilities.
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(b) Loan funds for DSM activities. (1)
Funds for these purposes shall be ad-
vanced and used only for the specific
projects and purposes detailed in the
loan application and supporting docu-
ments. Generally funds shall be drawn
down on a reimbursement basis. The
borrower shall certify completion of
work according to the DSM plan.

(2) The borrower shall maintain ac-
counting and plant records sufficient
to document the cost and location of
DSM activities and to support loan
fund advances and disbursements.

(3) All cost associated with DSM
projects related to construction, oper-
ations or maintenance, shall be accu-
mulated using the borrower’s work
order procedure. An individual work
order or work orders shall be used to
record and control the costs of each
DSM project. Daily time and material
reports referenced to the DSM activity
shall be kept to record labor and mate-
rials used as the activity(ies) is com-
pleted.

(4) All other disbursements for DSM
activities must be properly supported
by invoices, contracts, or other forms
of evidence required by RUS regula-
tions. All such supporting material
shall be available at the borrower’s
premises for review by the RUS Field
Accountant, borrower’s certified public
accountant and other authorized par-
ties as applicable. Costs of DSM activi-
ties related to operations and mainte-
nance should be charged to expense in
the month incurred. Departures from
this prescribed accounting must be ap-
proved by RUS subject to the provi-
sions of 7 CFR 1767.13.

(c) Requirements on advance of funds
for all insured electric loans are in 7
CFR part 1721, subpart B.

§ 1710.364 Loan limits.

Cumulative loans DSM activities at
the time of loan approval for, including
energy conservation programs and off-
grid renewable energy systems, shall
not exceed the lesser of:

(a) Twenty percent of the borrower’s
equity at the time of the loan or any
time during amortization of the loan;
or

(b) An amount approved for such pur-
poses in a final non-appealable order by

the applicable regulatory body for in-
clusion in the borrower’s rate base.

Subpart I—Application Require-
ments and Procedures for In-
sured and Guaranteed Loans

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

§ 1710.400 Initial contact.
(a) Loan applicants that do not have

outstanding loans from RUS should
write to the Rural Utilities Service Ad-
ministration, United States Depart-
ment of Agriculture, Washington, DC
20250–1500. A field or headquarters staff
representative may be assigned by RUS
to visit the applicant and discuss its fi-
nancial needs and eligibility. Bor-
rowers that have outstanding loans
should contact their assigned RUS gen-
eral field representative (GFR) or, in
the case of a power supply borrower,
the Director, Power Supply Division.
Borrowers may consult with RUS field
representatives and headquarters staff,
as necessary.

(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 or by census tract. Final data
must be included with the application.
See § 1710.401(a)(8).

§ 1710.401 Loan application docu-
ments.

(a) All borrowers. All applications for
electric loans shall include the docu-
ments listed in this paragraph. The
first page of the application shall be a
list of the documents included in the
application. The borrower may use
RUS Form 726, Checklist for Electric
Loan Application, or a computer gen-
erated equivalent as this list.

(1) Transmittal letter. A letter signed
by the borrower’s manager indicating
the actual corporate name and tax-
payer identification number of the bor-
rower and addressing the following
items:
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