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1710.302 Financial forecasts—power supply 
borrowers. 

1710.303 Power cost studies—power supply 
borrowers. 

1710.304–1710.349 [Reserved] 

Subpart H [Reserved] 

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

1710.400 Initial contact. 
1710.401 Loan application documents. 
1710.402–1710.403 [Reserved] 
1710.404 Additional requirements. 
1710.405 Supplemental financing documents. 
1710.406 Loan approval. 
1710.407 Loan documents. 

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

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

Subpart A—General 
§ 1710.1 General statement. 

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

(b) Additional pre-loan policies, pro-
cedures, and requirements that apply 
specifically to guaranteed and/or in-
sured loans are set forth elsewhere: 

(1) For guaranteed loans in 7 CFR 
part 1712 and RUS Bulletins 20–22, 60– 
10, 86–3, 105–5, and 111–3, or the succes-
sors to these bulletins; and 

(2) For insured loans in 7 CFR part 
1714 and in RUS Bulletins 60–10, 86–3, 
105–5, and 111–3, or the successors to 
these bulletins. 

(c) This part supersedes those por-
tions of the following RUS Bulletins 
and supplements that are in conflict. 

20–5 Extensions of Payments of Principal 
and Interest 

20–20 Deferment of Principal Repayments 
for Investment in Supplemental Lending 
Institutions 

20–22 Guarantee of Loans for Bulk Power 
Supply Facilities 

20–23 Section 12 Extensions for Energy Re-
sources Conservation Loans 

60–10 Construction Work Plans, Electric 
Distribution Systems 

86–3 Headquarters Facilities for Electric 
Borrowers 

105–5 Financial Forecast-Electric Distribu-
tion Systems 

111–3 Power Supply Surveys 
120–1 Development, Approval, and Use of 

Power Requirements Studies 

(d) When parts 1710, 1712, and 1714 are 
published in final form, the bulletins 
cited in paragraph (b) of this section 
will be rescinded, in whole or in part, 
or revised. 

[57 FR 1053, Jan. 9, 1992, as amended at 58 FR 
66262, Dec. 20, 1993] 

§ 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. 

Approved load forecast work plan 
means a load forecast work plan that 
RUS has determined is current for 
RUS’ purposes and has been approved 
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: 

APRR
A + B

C D
=

−

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 7; 
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C=Operating Revenue and Patronage Capital, 
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’’. 

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. 

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. It does not in-
clude sources of electrical energy such 
as renewable energy systems, fuel cells, 
or traditionally fueled generation, such 
as fossil or nuclear fueled generators. 

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: 

DSC
A B C

D
=

+ +

Where: 

All amounts are for the same calendar year 
and are based on the RUS system of ac-
counts and RUS Forms 7 and 12. References 
to line numbers in the RUS Forms 7 and 12 
refer to the June 1994 version of RUS Form 
7 and the December 1993 version of RUS 
Form 12, and will apply to corresponding 
information in future versions of the 
forms; 

A=Depreciation and Amortization Expense of 
the borrower, which equals Part A, Line 12 
of RUS Form 7 (distribution borrowers) or 
Section A, Line 20 of RUS Form 12a (power 
supply borrowers); 

B=Interest expense on total long-term debt 
of the borrower, which equals Part A, Line 
15 of RUS Form 7 or Section A, Line 22 of 
RUS Form 12a, except that interest ex-
pense shall be increased by 1⁄3 of the 
amount, if any, by which restricted rentals 
of the borrower (Part M, Line 3 of RUS 
Form 7 or Section K, Line 4 of RUS Form 
12h) exceed 2 percent of the borrower’s eq-
uity (RUS Form 7, Part C, Line 36 [Total 
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Margins & Equities] less Line 26 [Regu-
latory Assets] or RUS Form 12a, Section B, 
Line 38 [Total Margins & Equities] less 
Line 28 [Regulatory Assets]); 

C=Patronage Capital or Margins of the bor-
rower, which equals Part A, Line 28 of RUS 
Form 7 or Section A, Line 35 of RUS Form 
12a; and 

D=Debt Service Billed (RUS + other), which 
equals the sum of all payments of principal 
and interest required to be made on ac-
count of total long-term debt of the bor-
rower during the calendar year, plus 1⁄3 of 
the amount, if any, by which restricted 
rentals of the borrower (Part M, Line 3 of 
RUS Form 7 or Section K, Line 4 of RUS 
Form 12h) exceed 2 percent of the bor-
rower’s equity (RUS Form 7, Part C, Line 
36 [Total Margins & Equities] less Line 26 
[Regulatory Assets] or RUS Form 12a, Sec-
tion B, Line 38 [Total Margins & Equities] 
less Line 28 [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. 

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. 

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 7 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. 

Load forecast work plan means the 
plan that contains the resources, meth-
ods, schedules, and milestones to be 
used in the preparation and mainte-
nance of a load forecast. 

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 
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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 included in 
a loan application will be constructed. 
It commences with the date shown on 
page 1, in the block headed ‘‘Cost Esti-
mates as of,’’ of RUS Form 740c, Cost 
Estimates and Loan Budget for Elec-
tric Borrowers, which is the same as 
the date on the Financial and Statis-
tical Report submitted with the loan 
application. The loan period may be up 
to 4 years for distribution borrowers 
and, except in the case of a loan for 
new generating and associated trans-
mission facilities, up to 4 years for the 
transmission facilities and improve-
ments or replacements of generation 
facilities for power supply borrowers. 
The loan period for new generating fa-
cilities is determined on a case by case 
basis. 

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. 

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: 

ODSC
A B C

D
=

+ +

Where: 
All amounts are for the same calendar year 

and are based on the RUS system of ac-
counts and RUS Form 7. References to line 
numbers in the RUS Form 7 refer to the 
June 1994 version of the form, and will 
apply to corresponding information in fu-
ture versions of the form; 

A=Depreciation and Amortization Expense of 
the electric system, which usually equals 
Part A, Line 12 of RUS Form 7; 

B=Interest expense on total long-term debt 
of the electric system, which usually 
equals Part A, Line 15 of RUS Form 7, ex-
cept that such interest expense shall be in-
creased by 1⁄3 of the amount, if any, by 
which restricted rentals of the electric sys-
tem (usually Part M, Line 3 of RUS Form 
7) exceed 2 percent of the borrower’s equity 
(RUS Form 7, Part C, Line 36 [Total Mar-
gins & Equities] less Line 26 [Regulatory 
Assets]); 

C=Patronage Capital & Operating Margins of 
the electric system, which usually equals 
Part A, Line 20 of RUS Form 7, plus cash 
received from the retirement of patronage 
capital by suppliers of electric power and 
by lenders for credit extended for the Elec-
tric System; and 

D=Debt Service Billed (RUS + other), which 
equals the sum of all payments of principal 
and interest required to be made on ac-
count of total long-term debt of the elec-
tric system during the calendar year, plus 
1⁄3 of the amount, if any, by which re-
stricted rentals of the Electric System 
(usually Part M, Line 3 of RUS Form 7) ex-
ceed 2 percent of the borrower’s equity 
(RUS Form 7, Part C, Line 36 [Total Mar-
gins & Equities] less Line 26 [Regulatory 
Assets]). 

Off-grid renewable energy system is a 
renewable energy system not inter-
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 Earned Ratio of the electric system 
calculated as: 

OTIER
A B

A
=

+
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Where: 

All amounts are for the same calendar year 
and are based on the RUS system of ac-
counts and RUS Form 7. References to line 
numbers in the RUS Form 7 refer to the 
June 1994 version of the form, and will 
apply to corresponding information in fu-
ture versions of the form; 

A=Interest expense on total long-term debt 
of the electric system, which usually 
equals Part A, Line 15 of RUS Form 7, ex-
cept that such interest expense shall be in-
creased by 1⁄3 of the amount, if any, by 
which restricted rentals of the electric sys-
tem (usually Part M, Line 3 of RUS Form 
7) exceed 2 percent of the borrower’s equity 
(RUS Form 7, Part C, Line 36 [Total Mar-
gins & Equities] less Line 26 [Regulatory 
Assets]); and 

B=Patronage Capital & Operating Margins of 
the electric system, which usually equals 
Part A, Line 20 of RUS Form 7, plus cash 
received from the retirement of patronage 
capital by suppliers of electric power and 
by lenders for credit extended for the Elec-
tric System. 

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 
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: 

PRR =
A

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. 

PRS work plan has the same meaning 
as load forecast work plan. 

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-
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 insu-
lar possessions (including any area 
within the Federated States of Micro-
nesia, the Marshall Islands, and the Re-
public of Palau) other than a city, 
town, or unincorporated area that has 
a population of greater than 20,000 in-
habitants; and 

(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. 

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 

VerDate Nov<24>2008 09:44 Feb 04, 2010 Jkt 220022 PO 00000 Frm 00092 Fmt 8010 Sfmt 8010 Y:\SGML\220022.XXX 220022 E
C

16
S

E
91

.0
01

<
/M

A
T

H
>

er
ow

e 
on

 D
S

K
5C

LS
3C

1P
R

O
D

 w
ith

 C
F

R



83 

Rural Utilities Service, USDA § 1710.4 

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: 

TIER
A B

A
=

+

Where: 
All amounts are for the same calendar year 

and are based on the RUS system of ac-
counts and RUS Forms 7 and 12. References 
to line numbers in the RUS Forms 7 and 12 
refer to the June 1994 version of RUS Form 
7 and the December 1993 version of RUS 
Form 12, and will apply to corresponding 
information in future versions of the 
forms; 

A=Interest expense on total long-term debt 
of the borrower, which equals Part A, Line 
15 of RUS Form 7 or Section A, Line 22 of 
RUS Form 12a, except that interest ex-
pense shall be increased by 1⁄3 of the 
amount, if any, by which restricted rentals 
of the borrower (Part M, Line 3 of RUS 
Form 7 or Section K, Line 4 of RUS Form 
12h) exceed 2 percent of the borrower’s eq-
uity (RUS Form 7, Part C, Line 36 [Total 
Margins & Equities] less Line 26 [Regu-
latory Assets] or RUS Form 12a, Section B, 
Line 38 [Total Margins & Equities] less 
Line 28 [Regulatory Assets]); and 

B=Patronage Capital or Margins of the bor-
rower, which equals Part A, Line 28 of RUS 
Form 7 or Section A, Line 35 of RUS Form 
12a. 

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 REG-
ISTER.Generally an urbanized area is 
characterized as an area that com-
prises a place and the adjacent densely 
settled territory that together have a 
minimum population of 50,000 people. 

(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. 

[57 FR 1053, Jan. 9, 1992; 57 FR 4513, Feb. 5, 
1992, as amended at 58 FR 66263, Dec. 20, 1993; 
59 FR 495, Jan. 4, 1994; 59 FR 66440, Dec. 27, 
1994; 60 FR 3730, Jan. 19, 1995; 60 FR 67400, 
Dec. 29, 1995; 65 FR 14786, Mar. 20, 2000; 68 FR 
37953, June 26, 2003; 74 FR 56543, Nov. 2, 2009] 

§ 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 
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