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§ 1720.14 Nature of guarantee; accel-
eration of guaranteed bonds. 

(a) Any guarantee executed by the 
Secretary under this part shall be an 
obligation supported by the full faith 
and credit of the United States and in-
contestable except for fraud or mis-
representation of which the guaranteed 
bondholder had actual knowledge at 
the time it purchased the guaranteed 
bonds. 

(b) Amounts due under the guarantee 
shall be paid within 30 days of demand 
by a bondholder, certifying the amount 
of payment then due and payable. 

(c) The guarantee shall be assignable 
and transferable to any purchaser of 
guaranteed bonds as provided in the 
bond documents. 

(d) The following actions shall con-
stitute events of default under the 
terms of the guarantee agreements: 

(1) The guaranteed lender failed to 
make a payment of principal or inter-
est when due on the guaranteed bonds; 

(2) The guaranteed bonds were issued 
in violation of the terms and condi-
tions of the bond documents; 

(3) The guarantee fee required by 7 
CFR 1720.10 of this part, has not been 
paid; 

(4) The guaranteed lender made a 
misrepresentation to the Secretary in 
any material respect in connection 
with the application, the guaranteed 
bonds, or the reporting requirements 
listed in 7 CFR 1720.12; or 

(5) The guaranteed lender failed to 
comply with any material covenant or 
provision contained in the bond docu-
ments. 

(e) In the event the guaranteed lend-
er fails to cure such defaults within the 
notice terms and the timeframe set 
forth in the bond documents, the Sec-
retary may demand that the guaran-
teed lender redeem the guaranteed 
bonds. Such redemption amount will be 
in an amount equal to the outstanding 
principal balance, accrued interest to 
the date of redemption, and prepay-
ment premium, if any. To the extent 
the Secretary makes any payments 
under the guarantee, the Secretary 
shall be deemed the guaranteed bond-
holder. 

(f) To the extent the Secretary 
makes any payments under the guar-
antee, the interest rate the govern-

ment will charge to the guaranteed 
lender for the period of default shall 
accrue at an annual rate of the greater 
of 1.5 times the 91-day Treasury-Bill 
rate or 200 basis points (2.00%) above 
the rate on the guaranteed bonds. 

(g) Upon guaranteed lender’s event of 
default, under the bond documents, the 
Secretary shall be entitled to take 
such other action as is provided for by 
law or under the bond documents. 

§ 1720.15 Equal opportunity require-
ments. 

Executive Order 12898, ‘‘Environmental 
Justice.’’ To comply with Executive 
Order 12898, RUS will conduct a Civil 
Rights Analysis for each guarantee 
prior to approval. Rural Development 
Form 2006–28, ‘‘Civil Rights Impact 
Analysis’’, will be used to document 
compliance in regards to environ-
mental justice. The Civil Rights Im-
pact Analysis will be conducted prior 
to application approval or a condi-
tional commitment of guarantee. 

PART 1721—POST-LOAN POLICIES 
AND PROCEDURES FOR INSURED 
ELECTRIC LOANS 

Subpart A—Advance of Funds 

Sec. 
1721.1 Advances. 

Subpart B—Extensions of Payments of 
Principal and Interest 

1721.100 Purpose. 
1721.101 General. 
1721.102 Definitions. 
1721.103 Policy. 
1721.104 Eligible purposes. 
1721.105 Application documents. 
1721.106 Repayment of deferred payments. 
1721.107 Agreement. 
1721.108 Commencement of the deferment. 
1721.109 OMB control number. 

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

Subpart A—Advance of Funds 
§ 1721.1 Advances. 

(a) Purpose and amount. With the ex-
ception of minor projects, insured loan 
funds will be advanced only for projects 
which are included in an RUS approved 
borrower’s construction work plan 
(CWP) or approved amendment and in 
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an approved loan, as amended. Loan 
fund advances can be requested in an 
amount representing actual costs in-
curred. 

(b) Minor project. Minor project 
means a project costing $100,000 or less. 
Such a project qualifies for advance of 
loan funds even though it may not 
have been included in an RUS-approved 
borrower’s CWP, amendment to such 
CWP, or approved loan. Total advances 
requested shall not exceed the total 
loan amount. All projects for which 
loan fund advances are requested must 
be constructed to achieve purposes per-
mitted by terms of the loan contract 
between the borrower and RUS. 

(c) Certification. Pursuant to the ap-
plicable provisions of the RUS loan 
contract, borrowers shall certify with 
each request for funds to be approved 
for advance that such funds are for 
projects in compliance with this sec-
tion and shall also provide for those 
that cost in excess of $100,000, a con-
tract or work order number as applica-
ble and a CWP cross-reference project 
coded identification number. For a 
minor project not included in an RUS 
approved borrower’s CWP, the Bor-
rower shall describe the project and do 
one of the following to satisfy RUS’ en-
vironmental requirements (see 7 CFR 
part 1794). 

(1) If applicable, state that the 
project is a categorical exclusion of a 
type described in § 1794.21(b), which nor-
mally does not require preparation of 
an Environmental Report (ER); or 

(2) If applicable, state that the 
project is a categorical exclusion of a 
type that normally requires an ER and 
then: 

(i) Submit the ER with the request 
for funds to be approved for advance, or 

(ii) If applicable, certify that it has 
analyzed the minor project with re-
spect to a comprehensive service area 
environmental map and data base col-
lected and used in preparing the ER for 
its RUS-approved borrower’s CWP, and 
that on the basis of that information, 
the minor project will not be located in 
an environmentally sensitive area or 
location. 

(d) Noncompliance. Where insured 
loan funds are found to have been ad-
vanced in noncompliance with this sec-
tion, borrowers will be required to de-

posit the appropriate amount of the 
over-advance in the construction fund- 
trustee account and pay any accrued 
and unpaid interest to RUS. The Ad-
ministrator will require borrowers, in 
order to remedy such noncompliance, 
to pay an additional amount equal to 
the interest on the funds over-advanced 
for the period such funds were out-
standing, calculated at a rate equal to 
the difference between the RUS loan 
interest rate and the most recent rate 
at which RUS sold Certificates of Bene-
ficial Ownership (CBO’s). While RUS 
will generally permit the amount of 
over-advance deposited in the con-
struction fund-trustee account to be 
subsequently used by the borrower for 
RUS approved projects, nothing in this 
section shall be construed to preclude 
RUS from exercising any rights or rem-
edies which RUS may have pursuant to 
the loan contract. 

[64 FR 72489, Dec. 28, 1999] 

Subpart B—Extensions of 
Payments of Principal and Interest 

SOURCE: 67 FR 485, Jan. 4, 2002, unless oth-
erwise noted. 

§ 1721.100 Purpose. 
This subpart contains RUS proce-

dures and conditions under which Bor-
rowers of loans made by RUS may re-
quest RUS approval for extensions for 
the payment of principal and interest. 

§ 1721.101 General. 
(a) The procedures in this subpart are 

intended to provide Borrowers with the 
flexibility to request an extension of 
principal and interest as authorized 
under section 12(a) of the RE Act and 
section 236 of the Disaster Relief Act of 
1970 (Public Law 91–606). 

(b) The total amount of interest that 
has been deferred, including interest on 
deferred principal, will be added to the 
principal balance, and the total 
amount of principal and interest that 
has been deferred will be reamortized 
over the remaining life of the applica-
ble note beginning in the first year the 
deferral period ends. 

(c) Payment of principal and interest 
will not be extended more than 5 years 
after such payment is due as originally 
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scheduled. However, in cases where the 
extension is being granted because, at 
the sole discretion of the Adminis-
trator, a severe hardship has been expe-
rienced, the Administrator may grant 
a longer extension provided that the 
maturity date of any such loan does 
not extend to a date beyond forty (40) 
years from the date of the note. 

[67 FR 485, Jan. 4, 2002, as amended at 68 FR 
37953, June 26, 2003] 

§ 1721.102 Definitions. 

The definitions contained in 7 CFR 
1710.2 are applicable to this subpart un-
less otherwise stated. 

§ 1721.103 Policy. 

(a) In reviewing requests for exten-
sion of payment of principal and inter-
est, consideration shall be given to the 
effect of such extensions on the secu-
rity of the Government’s loans, and on 
the ability of the Borrower to achieve 
program objectives. It is the policy of 
RUS to extend the time for payment of 
principal and interest on the basis of 
findings that such extension does not 
impair the security and feasibility of 
the Government’s loans and: 

(1) Is essential to the effectiveness of 
the Borrower’s operations in achieving 
RUS program objectives which include 
providing reliable, affordable elec-
tricity to RE Act beneficiaries; 

(2) Is necessary to help a Borrower 
place its operations on a more stable fi-
nancial basis and thereby provide as-
surance of repayment of loans within 
the time when payments of such loans 
are due under the terms of the note or 
notes as extended; or 

(3) Is otherwise in the best interest of 
the Government. 

(b) Extensions will be given in the 
minimum amount to achieve the pur-
pose of the extension. 

(c) The maximum interest rate a 
RUS Borrower can charge on 
deferments for programs relating to 
consumer loans, e.g., energy resource 
conservation (ERC) program, contribu-
tion-in-aid of construction (CIAC), etc., 
will not be more than 300 basis points 
above the average interest rate on the 
note(s) being deferred. For example, if 
the RUS Borrower’s average interest 
rate on the note(s) being deferred is 5 

percent, the RUS Borrower can charge 
a maximum interest rate of 8 percent. 

[67 FR 485, Jan. 4, 2002, as amended at 68 FR 
37953, June 26, 2003] 

§ 1721.104 Eligible purposes. 
(a) Deferments for financial hardship. 

(1) In cases of financial hardship, a Bor-
rower may request that RUS defer 
principal or interest or both. RUS will 
consider whether the deferral will help 
a Borrower place its operations on a 
more stable financial basis and thereby 
provide assurance of repayment of 
loans within the time when payment of 
such loans are due under the terms of 
the note or notes as extended. 

(2) RUS will determine whether a 
Borrower qualifies for the deferment on 
a case-by-case basis, considering such 
factors as the following: 

(i) Substantial unreimbursed or unin-
sured expenses relating to storm dam-
age; 

(ii) Loss of large power load (as de-
fined in § 1710.7(c)(6)(ii) of this chapter, 
Large retail power contracts); or 

(iii) Substantial loss of consumers or 
load due to hostile annexations and 
condemnations, without adequate com-
pensation. 

(b) Deferments for energy resource con-
servation (ERC) loans. (1) A Borrower 
may request that RUS defer principal 
payments to make funds available to 
the Borrower’s consumers to conserve 
energy. Amounts deferred under this 
program can be used to cover the cost 
of labor and materials for the following 
energy conservation measures: 

(i) Caulking; 
(ii) Weather-stripping; 
(iii) Heat pump systems (including 

water source heat pumps); 
(iv) Heat pumps, water heaters, and 

central heating or central air condi-
tioning system replacements or modi-
fications, which reduce energy con-
sumption; 

(v) Ceiling insulation; 
(vi) Wall insulation; 
(vii) Floor insulation; 
(viii) Duct insulation; 
(ix) Pipe insulation; 
(x) Water heater insulation; 
(xi) Storm windows; 
(xii) Thermal windows; 
(xiii) Storm or thermal doors; 
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(xiv) Electric system coordinated 
customer-owned devices that reduce 
the maximum kilowatt demand on the 
electric system; 

(xv) Clock thermostats; or 
(xvi) Attic ventilation fans. 
(2) ERC loans will be amortized over 

not more than 84 months, without pen-
alty for prepayment of principal. 

(c) Deferments for renewable energy 
projects. (1) A Borrower may request 
that RUS defer principal payments to 
enable the Borrower to finance renew-
able energy projects. Amounts deferred 
under this program can be used to 
cover costs to install all or part of a re-
newable energy system including, with-
out limitation: 

(i) Energy conversion technology; 
(ii) Electric power system interfaces; 
(iii) Delivery equipment; 
(iv) Control equipment; and 
(v) Energy consuming devices. 
(2) A Borrower may request that RUS 

defer principal payments for the pur-
pose of enabling the Borrower to pro-
vide its consumers with loans to install 
all or part of customer-owned renew-
able energy systems up to 5kW. 

(3) A renewable energy system is de-
fined in § 1710.2 of this chapter. 

(4) For the purpose of this subpart, a 
renewable energy project consists of 
one or more renewable energy systems. 

(d) Deferments for distributed genera-
tion projects. (1) A Borrower may re-
quest that RUS defer principal pay-
ments to enable the Borrower to fi-
nance distributed generation projects. 
Amounts deferred under this program 
can be used to cover costs to install all 
or part of a distributed generation sys-
tem that: 

(i) The Borrower will own and oper-
ate, or 

(ii) The consumer owns, provided the 
system owned by the consumer does 
not exceed 5KW. 

(2) A distributed generation project 
may include one or more individual 
systems. 

(e) Deferments for contributions-in-aid 
of construction. (1) A Borrower may re-
quest RUS to defer principal payments 
to enable the Borrower to make funds 
available to new full time residential 
consumers to assist them in paying 
their share of the construction costs 
(contribution-in-aid of construction) 

needed to connect them to the Bor-
rower’s system. 

(2) Amounts available for this pur-
pose will be limited to the amount of 
the construction costs that are in ex-
cess of the average cost per residential 
consumer incurred by the Borrower to 
connect new full time residential con-
sumers during the last calendar year 
for which data are available. The aver-
age cost per residential consumer is 
the total cost incurred by the Borrower 
and will not be reduced by the amounts 
received as a contribution-in-aid of 
construction. 

[67 FR 485, Jan. 4, 2002, as amended at 68 FR 
37954, June 26, 2003] 

§ 1721.105 Application documents. 

(a) Deferments for financial hardship. 
A Borrower requesting a section 12 
deferment because of financial hard-
ship must submit the following: 

(1) A summary of the financial posi-
tion of the Borrower, based on the lat-
est information available (usually less 
than 60 days old). 

(2) A copy of the board resolution re-
questing an extension due to financial 
hardship. 

(3) A 10-year financial forecast of rev-
enues and expenses on a cash basis, by 
year, for the period of the extension 
and 5 years beyond to establish that 
the remaining payments can be made 
as rescheduled. 

(4) A listing of notes or portions of 
notes to be extended, the effective date 
for the beginning of the extension, and 
the length of the extension. 

(5) A narrative description of the na-
ture and cause of the hardship and the 
strategy that will be instituted to 
mitigate or eliminate the effects of the 
hardship. 

(b) Deferments for energy resource con-
servation loans. A Borrower requesting 
principal deferments for an ERC loan 
program must submit the following in-
formation: 

(1) A letter from the Borrower’s Gen-
eral Manager requesting an extension 
of principal payments for the purpose 
of offering an ERC loan program to its 
members and describing the details of 
the program. 

(2) A copy of the board resolution es-
tablishing the ERC loan program. 

VerDate Mar<15>2010 09:10 Feb 11, 2011 Jkt 223022 PO 00000 Frm 00233 Fmt 8010 Sfmt 8010 Y:\SGML\223022.XXX 223022jd
jo

ne
s 

on
 D

S
K

H
W

C
L6

B
1P

R
O

D
 w

ith
 C

F
R



224 

7 CFR Ch. XVII (1–1–11 Edition) § 1721.106 

(c) Deferments for renewable energy 
projects. A Borrower requesting prin-
cipal deferments for its renewable en-
ergy project must submit the following 
information: 

(1) A letter from the Borrower’s Gen-
eral Manager requesting an extension 
of principal payments for the purpose 
of financing a renewable energy project 
and describing the details of the 
project. 

(2) A copy of the board resolution es-
tablishing the renewable energy 
project. 

(d) Deferments for distributed genera-
tion projects. A Borrower requesting 
principal deferments for distributed 
generation projects must submit the 
following information and approval is 
also subject to any applicable terms 
and conditions of the Borrower’s loan 
contract, mortgage, or indenture: 

(1) A letter from the Borrower’s Gen-
eral Manager requesting an extension 
of principal payments for the purpose 
of financing distributed generation 
projects and describing the details of 
the project, and 

(2) A copy of the board resolution es-
tablishing the distributed generation 
projects program. 

(e) Deferments for contribution-in-aid 
of construction. A Borrower requesting 
principal deferments for contribution- 
in-aid of construction must submit the 
following information: 

(1) A letter from the Borrower’s Gen-
eral Manager requesting an extension 
of principal payments for the purpose 
of offering a contribution-in-aid of con-
struction program and describing the 
details of the program. 

(2) A copy of the board resolution es-
tablishing the contribution-in-aid of 
construction program. 

(3) A summary of the calculations 
used to determine the average cost per 
residential consumer. (See § 1721.104 
(e)(2)). 

[67 FR 485, Jan. 4, 2002, as amended at 68 FR 
37954, June 26, 2003] 

§ 1721.106 Repayment of deferred pay-
ments. 

(a) Deferments relating to financial 
hardship. The total amount of interest 
that has been deferred, including inter-
est on deferred principal, will be added 
to the principal balance, and the total 

amount of principal and interest that 
has been deferred will be reamortized 
over the remaining life of the applica-
ble note beginning in the first year the 
deferral period ends. For example: the 
amount of interest deferred in years 
2003, 2004, 2005, 2006, and 2007, will be 
added to the principal balance and re-
amortized over the life of the applica-
ble note for repayment starting in year 
2008. 

(b) Deferments relating to the ERC loan 
program, renewable energy project(s), dis-
tributed generation project(s), and the 
contribution(s)-in-aid of construction. An 
extension agreement is for a term of 
two (2) years. The installment will be 
recalculated each time the Borrower 
defers the payment of principal and 
recognition of the deferred amount will 
begin with the next payment. For ex-
ample: the amount deferred in the Oc-
tober payment will be reamortized over 
a 84 month period starting with the 
next payment (November if paying on a 
monthly basis). When a Borrower de-
fers principal under any of these pro-
grams the scheduled payment on the 
account will increase by an amount 
sufficient to pay off the deferred 
amount, with interest, by the date 
specified in the agreement (usually 84 
months (28 quarters)). 

[67 FR 485, Jan. 4, 2002, as amended at 68 FR 
37954, June 26, 2003] 

§ 1721.107 Agreement. 
After approval of the Borrower’s re-

quest for a deferment of principal and 
interest, an extension agreement, con-
taining the terms of the extension, to-
gether with associated materials, will 
be prepared and forwarded to the Bor-
rower by RUS. The extension agree-
ment will then be executed and re-
turned to RUS by the Borrower. 

§ 1721.108 Commencement of the 
deferment. 

The deferment of principal and inter-
est will not begin until the extension 
agreement and other supporting mate-
rials, in form and substance satisfac-
tory to RUS, have been executed by the 
Borrower and returned to RUS. Exam-
ples of other supporting materials are 
items such as approving legal opinions 
from the Borrower’s attorney and ap-
provals from the relevant regulatory 
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body for extending the maturity of ex-
isting debt and for the additional debt 
service payment incurred. 

§ 1721.109 OMB control number. 
The information collection require-

ments in this part are approved by the 
Office of Management and Budget and 
assigned OMB control number 0572– 
0123. 

PART 1724—ELECTRIC ENGINEER-
ING, ARCHITECTURAL SERVICES 
AND DESIGN POLICIES AND 
PROCEDURES 

Subpart A—General 

Sec. 
1724.1 Introduction. 
1724.2 Waivers. 
1724.3 Definitions. 
1724.4 Qualifications. 
1724.5 Submission of documents to RUS. 
1724.6 Insurance requirements. 
1724.7 Debarment and suspension. 
1724.8 Restrictions on lobbying. 
1724.9 Environmental compliance. 
1724.10 Standard forms of contracts for bor-

rowers. 
1724.11–1724.19 [Reserved] 

Subpart B—Architectural Services 

1724.20 Borrowers’ requirements—architec-
tural services. 

1724.21 Architectural services contracts. 
1724.22–1724.29 [Reserved] 

Subpart C—Engineering Services 

1724.30 Borrowers’ requirements—engineer-
ing services. 

1724.31 Engineering services contracts. 
1724.32 Inspection and certification of work 

order construction. 
1724.33–1724.39 [Reserved] 

Subpart D—Electric System Planning 

1724.40 General. 
1724.41–1724.49 [Reserved] 

Subpart E—Electric System Design 

1724.50 Compliance with National Electrical 
Safety Code (NESC). 

1724.51 Design requirements. 
1724.52 Permitted deviations from RUS con-

struction standards. 
1724.53 Preparation of plans and specifica-

tions. 
1724.54 Requirements for RUS approval of 

plans and specifications. 
1724.55 Dam safety. 

1724.56–1724.69 [Reserved] 
APPENDIX A TO SUBPART E—HAZARD POTEN-

TIAL CLASSIFICATION FOR CIVIL WORKS 
PROJECTS 

Subpart F—RUS Contract Forms 

1724.70 Standard forms of contracts for bor-
rowers. 

1724.71 Borrower contractual obligations. 
1724.72 Notice and publication of listed con-

tract forms. 
1724.73 Promulgation of new or revised con-

tract forms. 
1724.74 List of electric program standard 

contract forms. 
1724.75–1724.99 [Reserved] 

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

SOURCE: 63 FR 35314, June 29, 1998, unless 
otherwise noted. 

Subpart A—General 

§ 1724.1 Introduction. 
(a) The policies, procedures and re-

quirements in this part implement cer-
tain provisions of the standard form of 
loan documents between the Rural 
Utilities Service (RUS) and its electric 
borrowers. 

(b) All borrowers, regardless of the 
source of financing, shall comply with 
RUS’ requirements with respect to de-
sign, construction standards, and the 
use of RUS accepted material on their 
electric systems. 

(c) Borrowers are required to use 
RUS contract forms only if the facili-
ties are financed by RUS. 

§ 1724.2 Waivers. 
The Administrator may waive, for 

good cause on a case-by-case basis, re-
quirements and procedures of this part. 

§ 1724.3 Definitions. 
Terms used in this part have the 

meanings set forth in § 1710.2 of this 
chapter. References to specific RUS 
forms and other RUS documents, and 
to specific sections or lines of such 
forms and documents, shall include the 
corresponding forms, documents, sec-
tions and lines in any subsequent revi-
sions of these forms and documents. In 
addition to the terms defined in § 1710.2 
of this chapter, the following terms 
have the following meanings for the 
purposes of this part: 
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