§1767.11

and demonstration costs should be rea-
sonably related to the existing or fu-
ture utility business, broadly defined,
of the borrower or in the environment
in which it operates or expects to oper-
ate. The term includes, but is not lim-
ited to, all such costs incidental to the
design, development or implementa-
tion of an experimental facility, a
plant process, a product, a formula, an
invention, a system or similar items,
and the improvement of already exist-
ing items of a like nature; amounts ex-
pended in connection with the proposed
development and/or proposed delivery
of alternate sources of electricity; and
the costs of obtaining its own patent,
such as attorney’s fees expended in
making and perfecting a patent appli-
cation. The term includes preliminary
investigations and detailed planning of
specific projects for securing for cus-
tomers non-conventional electric
power supplies that rely on technology
that has not been verified previously to
be feasible. The term does not include
expenditures for efficiency surveys;
studies of management, management
techniques, and organization; or con-
sumer surveys, advertising, pro-
motions, or items of a like nature.

Retirement units are those items of
electric plant which, when retired with
or without replacement, are accounted
for by crediting the book cost thereof
to the electric plant accounts in which
included.

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
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 7T CFR 1700.1.

RUS Form 7 is the August 1988 revi-
sion (or the revision of any other date
which may be specified) of such RUS
Form 7, Financial and Statistical Re-
port, or any later revision which shall
have been at the time prescribed for
use by RUS.

RUS Form 12 is the November 1979 re-
vision (or the revision of any other
date which may be specified) of such
RUS Form 12, Operating Report—Fi-
nancial, or any later revision which

7 CFR Ch. XVII (1-1-03 Edition)

shall have been at the time prescribed
for use by RUS.

RUS USo0A is the USo0A prescribed in
this subpart.

Salvage value is the amount received
for property retired, less any expenses
incurred in connection with the sale or
in preparing the property for sale; or, if
retained, the amount at which the ma-
terial recovered is chargeable to mate-
rials and supplies, or other appropriate
accounts.

Service life is the time between the
date electric plant is includible in elec-
tric plant in service, or electric plant
leased to others, and the date of its re-
tirement. If depreciation is accounted
for on a production basis rather than
on a time basis, service life should be
measured in terms of the appropriate
unit of production.

Service value is the difference between
original cost and net salvage value of
electric plant.

State is a State admitted to the
Union, the District of Columbia, and
any organized Territory of the United
States.

Subsidiary company 1is a company
which is controlled by the utility
through ownership of voting stock.
(See the definition of control in
§1767.10.) A corporate joint venture in
which a corporation is owned by a
small group of businesses as a separate
and specific business or project for the
mutual benefit of the members of the
group is a subsidiary company for the
purposes of this system of accounts.

Utility is an RUS borrower.

Work order is an order authorizing
the construction of utility plant. It
serves as the basis for the accounts or
subaccounts in which costs are re-
corded.

[68 FR 59825, Nov. 10, 1993, as amended at 59
FR 66440, Dec. 27, 1994]

§1767.11 Purpose.

(a) The standard form of RUS loan
documents for electric borrowers re-
quires that the borrower keep books,
records, and accounts in which full and
true entries will be made of all of the
dealings, business and affairs of the
borrower in accordance with the meth-
ods and principles of accounting of this
part.
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(b) This subpart implements these
provisions of the RUS loan documents
by prescribing the RUS USoA for elec-
tric borrowers and by providing ac-
counting methodologies and procedures
which are applicable to particular situ-
ations.

§1767.12 Accounting
ments.

system require-

(a) Bach RUS electric borrower must
maintain and keep its books of ac-
counts and all other books and records
that support the entries in such books
of accounts in accordance with
§§1767.18-1767.31.

(b) Each RUS electric borrower shall
maintain and keep its books of ac-
counts and all other books and records
which support the entries in such
books of accounts in accordance with
§1767.41, Accounting Methods and Pro-
cedures Required of All RUS Bor-
rowers, herein, which prescribes ac-
counting principles to be applied to
specific factual circumstances.

§1767.13 Departures from the pre-
scribed RUS Uniform System of Ac-
counts.

(a) No departures are to be made to
the prescribed RUS USoA without the
prior written approval of RUS. RUS
grants a departure to any borrower
electing to delay implementation of
the functional (activity-based) ac-
counting requirements of this part
through December 31, 1997. Requests
for departures from the RUS USOA
shall be addressed, in writing, to the
Director, Program Accounting Services
Division (PASD).

(b) RUS borrowers subject to the ju-
risdiction of a state regulatory author-
ity with jurisdiction over rates and/or
accounting for electric utilities will
not:

(1) Request approval of such author-
ity to use accounting methodologies
and principles that depart from the
provisions herein; or

(2) File with such authority, any doc-
uments or information, including with-
out limitation, any filings associated
with the borrower’s rates, based upon
accounting methods and principles in-
consistent with the provisions of this
part.

§1767.13

(c) If any state regulatory authority
with jurisdiction over an RUS borrower
prescribes accounting methods or prin-
ciples for the borrower that are incon-
sistent with the provisions of this part,
the borrower must immediately notify
the Director, BAD, and provide such
documents, information, and reports as
RUS may request to evaluate the im-
pact that such accounting methods or
principles may have on the interests of
RUS.

(1) If RUS determines that the ac-
counting methods and principles do not
adversely impact RUS interests, RUS
will permit the borrower to use the ac-
counting methods and principles as
prescribed by the state regulatory au-
thority to comply with the provisions
of the RUS loan documents.

(2) If RUS determines that the ac-
counting methods and principles may
adversely impact RUS’s interests, RUS
may require that, for the purposes of
complying with provisions of RUS loan
documents, including, without limita-
tion, those provisions relating to finan-
cial coverage standards (e.g. “TIER”),
the borrower continue to maintain
books, records, and accounts in accord-
ance with this subpart.

(i) RUS may, however, approve re-
quests by the borrower to maintain
such additional books, records, and ac-
counts as necessary to comply with the
requirements of the state regulatory
authority.

(ii) Such approval will not waive,
modify or amend the requirements of
the RUS loan documents or of this sub-
part.

(d) RUS borrowers will not imple-
ment the provisions of Statement of
Financial Accounting Standards
(SFAS) No. 71, Accounting for the Ef-
fects of Certain Types of Regulation,
SFAS No. 90, Regulated Enterprises—
Accounting for Abandonments and Dis-
allowances of Plant Costs, SFAS No.
92, Regulated Enterprises—Accounting
for Phase-in Plans, without the prior
written approval of RUS except as pro-
vided for in paragraphs (d)(1) through
(d)(5) of this section. Requests for ap-
proval shall be addressed, in writing, to
the Director, PASD. The specific defer-
rals set forth in paragraphs (d)(1)
through (d)(6) of this section may be
implemented without the prior written
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