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Rural Utilities Service, USDA § 1780.36 

§ 1780.34 [Reserved] 

§ 1780.35 Processing office review. 
Review of the application will usu-

ally include the following: 
(a) Nondiscrimination. Boundaries for 

the proposed service area must not be 
chosen in such a way that any user or 
area will be excluded because of race, 
color, religion, sex, marital status, age, 
handicap, or national origin. This does 
not preclude construction of the 
project in phases as noted in § 1780.11 as 
long as it is not done in a discrimina-
tory manner. 

(b) Grant determination. Grants will be 
determined by the processing office in 
accordance with the following provi-
sions and will not result in EDU costs 
below similar system user cost. 

(1) Maximum grant. Grants may not 
exceed the percentages in § 1780.10(c) of 
the eligible RUS project development 
costs listed in § 1780.9. 

(2) Debt service. Applicants will be 
considered for grant assistance when 
the debt service portion of the average 
annual EDU cost, for users in the appli-
cant’s service area, exceeds the fol-
lowing percentages of median house-
hold income: 

(i) 0.5 percent when the median 
household income of the service area is 
equal to or below 80% of the statewide 
nonmetropolitan median income. 

(ii) 1.0 percent when the median 
household income of the service area 
exceeds the 0.5 percent requirement but 
is not more than 100 percent the state-
wide nonmetropolitan household in-
come. 

(3) Similar system cost. If the grant de-
termined in paragraph (b)(2) of this sec-
tion results in an annual EDU cost that 
is not comparable with similar sys-
tems, the Agency will determine a 
grant amount based on achieving EDU 
costs that are not below similar system 
user costs. 

(4) Wholesale service. When an appli-
cant provides wholesale sales or serv-
ices on a contract basis to another sys-
tem or entity, similar wholesale sys-
tem cost will be used in determining 
the amount of grant needed to achieve 
a reasonable wholesale user cost. 

(5) Subsidized cost. When annual cost 
to the applicant for delivery of service 
is subsidized by either the state, com-

monwealth, or territory, and uniform 
flat user charges regardless of usage 
are imposed for similar classes of serv-
ice throughout the service area, the 
Agency may proceed with a grant in an 
amount necessary to reduce such deliv-
ery cost to a reasonable level. 

(c) User charges. The user charges 
should be reasonable and produce 
enough revenue to provide for all costs 
of the facility after the project is com-
plete. The planned revenue should be 
sufficient to provide for all debt serv-
ice, debt reserve, operation and main-
tenance, and, if appropriate, additional 
revenue for facility replacement of 
short-lived assets without building a 
substantial surplus. Ordinarily, the 
total debt service reserve will be equal 
to one average annual loan installment 
which will accumulate at the rate of 
one-tenth of the total each year. 

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

§ 1780.36 Approving official review. 

Projects may be obligated as their 
applications are completed and ap-
proved. 

(a) Selection of applications for further 
processing. The application and sup-
porting information submitted will be 
used to determine the applications se-
lected for further development and 
funding. After completing the review, 
the approval official will normally se-
lect those eligible applications with 
the highest priority scores for further 
processing. When authorizing the de-
velopment of an application for fund-
ing, the following will be considered: 

(1) Funds available in State alloca-
tion; 

(2) Anticipated allocation of funds for 
the next fiscal year; and 

(3) Time necessary for applicant to 
complete the application. 

(b) Lower scoring projects. (1) In cases 
where preliminary cost estimates indi-
cate that an eligible, high scoring ap-
plication is unfeasible or would require 
an amount of funding from RUS that 
exceeds either 25 percent of a State’s 
current annual allocation or an 
amount greater than that remaining in 
the State’s allocation, the approval of-
ficial may instead select the next lower 
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