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Source: 54 FR 6870, Feb. 15, 1989, unl ess ot herw se
not ed. Redesignated at 55 FR 39394, Sept. 27, 1990.

Editorial Note: Nomenclature changes to part 1703 appear
at 55 FR 39397, Sept. 27, 1990.

Subpart A -- [Reserved]
Subpart B -- Rural Econom c Devel opnent Loan and G ant Program

Source: 57 FR 44317, Sept. 25, 1992, unl ess otherw se
not ed.

81703. 10 Pur pose.

(a) This subpart sets forth RUS s policies and procedures
for making zero-interest |oans and grants to borrowers in
accordance with the cushion of credit paynents program aut hori zed
in section 313 of the Act (7 U S.C 940c).
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(b) The zero-interest |oans and grants are provided for
t he purpose of pronoting rural econom c devel opnent and j ob
creation projects.

§1703. 11 Pol i cy.

(a) It is RUS s policy that borrowers use the Rural
Econom ¢ Devel opnent Loan and Gant Programto pronote projects
that will result in a sustainable increase in the productivity of
economc resources in rural areas and thereby |l ead to a higher
| evel of inconme for rural citizens.

(b) It is RUS s policy that borrowers pronote economc
devel opnment in rural areas and job creation projects that:

(1) Are based on sound econom c and financial anal yses;
and

(2) Take a | ong-term perspecti ve.

(c) It is RUSs policy to direct the funds under this
programto projects which are located in, or will primarily
benefit, those rural areas that are experiencing the greatest
econom ¢ hardshi p.

_ (d) It is RUS s policy to encourage econom ¢ devel opnent
inrural areas and job creation projects without regard to
servi ce area.

(e) It is RUS s policy to encourage borrowers to make
cushion of credit paynents.

(f) It is RUSs policy to maintain liaisons with
officials of other Federal, state, regional and |ocal rural
devel opnment agencies to coordinate this programw th other rura
econom ¢ devel opnment prograns.

81703. 12 Definitions.
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Act -- the Rural Hectrification Act of 1936, as anended
(7 US.C 901 et seq.).

Admnistrator -- the Admnistrator of the Rural Wilities
Service or the Admnistrator's desi gnee.

Appr oved purpose -- a purpose that the Admnistrator has
specifically approved in the letter of agreenent covering the use
of the RUS zero-interest |oan and/or grant funds provided to the
bor r ower .

Borrower -- an entity that has outstandi ng RUS and/ or
Rural Tel ephone Bank (RTB) |oan(s) or |oan guarantee(s) for an
el ectric or tel ephone purpose under the provisions of the Act.

Busi ness incubator -- a facility in which snall
busi nesses can share prem ses, support staff, conputers, software
or hardware, tel ecomunications termnal equipnent, nachinery,
janitorial services, utilities, or other overhead expenses, and
wher e such busi nesses can receive techni cal assistance, financial
advi ce, business pl anni ng services or other support. The busi ness
i ncubat or program however, does not necessarily have to invol ve
the sharing of prem ses.

Cushion of credit paynent -- a voluntary unschedul ed
paynent made after QCctober 1, 1987, on an RUS note, which is
credited to the cushion of credit account of a borrower.

Denonstration Project -- a project for which the owner
agrees in witing to provide RUS, if requested, with detailed
information on the steps it takes in organi zing and operating the
project, will permt RUS and RUS s guests to nake reasonabl e
visits to the project, and honor any other reasonabl e RUS request
to dissemnate informati on on the project. Exanples of
information include a description of incorporation procedures,
types of financing obtained, permts required by governnents,
amount of tine required for various stages of the project,
sources of technical assistance fromgovernnent prograns, private
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foundations or trade organi zations, any experiences or |essons
that the owner w shes to share with the public and ot her
information which will assist RUSin pronoting simlar projects.
It wll not require the disclosure of trade secrets or
proprietary techni ques.

El ectric or tel ephone purpose -- a purpose that:

(1) The Admnistrator or Governor of the RTBis
aut hori zed to finance under sections 2, 4, 5, 201, 305, and 408
of the Act; or

(2) Is characterized as furnishing, generating or
transmtting electric energy or other activities involved in
providing electricity, or is characterized as providing tel ephone
service. It will include electric and tel ephone facilities and
equi pnent used in connection with providing such a service. It
w ll not include a relatively insignificant anount of custoner
prem ses equi prnent, as determned by the Adm nistrator.

Job creation -- creation of jobs in rural areas. This
includes the inplenmentation of a project in close enough
proximty to rural areas so that it is likely that the majority
of the jobs created will be held by rural residents.

Letter of agreenment -- a | egal docunment executed by the
Adm ni strator and the borrower that contains certain terns,
condi tions, requirenents and understandi ngs applicable to the
zero-interest |oan and/or grant, as determ ned by the
Adm ni strat or

Letter of credit -- a coomtnent froma financia
institution satisfactory to the Admnistrator to honor a draft
drawn on the RUS borrower should the RUS borrower fail to pay on
a zero-interest |oan.

Pass-t hrough-grant -- a grant that the borrower nakes to
another entity that will own or undertake the project using the
proceeds of the RUS grant.
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Pass-t hrough-loan -- a |l oan that the borrower nmakes to
another entity that will own or undertake the project using the
proceeds of the RUS zero-interest |oan.

Project -- an undertaking that devel ops the econony of a
rural area or results in job creation. As used in subpart B, the
term  "project'' includes both direct undertaki ngs by borrowers

as well as those sponsored by other parties using the proceeds of
pass-t hrough-1 oans or pass-through-grants. It is the conponent or
phase of the undertaking for which the borrower is requesting RUS
funds, as determned by the Adm nistrator.

Project feasibility studies -- studies, analyses,
designs, reports, nmanuals, guides, literature, or other forns of
creating and/or dissemnating information for use in evaluating
or devel opi ng a proposed project. For exanple, it would include
mar ket research and environnental studies.

REA neans the Rural Hectrification Admnistration
fornmerly an agency of the United States Departnment of Agriculture
and predecessor agency to RUS with respect to adm ni stering
certain electric and tel ephone | oan prograns.

Reasonabl e | oan servicing charges -- charges for expenses
the borrower incurs to service a |l oan provided to another entity
unaffiliated with the borrower using the proceeds of the RUS
zero-interest loan. The charges over the life of the |oan for
routine | oan servicing expenses nust not exceed an anount equal
to the sumof one percent per year of the outstanding principal
on the first day of each year on the borrower's RUS zero-interest
| oan. The charges for extraordi nary expenses associated with
coll ection of delinquent paynents or other simlar expenses nust
receive the prior approval of the Adm nistrator

Revol ving | oan program-- a program established and
operated by the Borrower, using grant funds, the Borrower's
contribution and | oan repaynents to nmake | oans to busi nesses or
others for rural economc devel opnent and job creation purposes.
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RTB -- the Rural Tel ephone Bank, established as a body
corporate and an instrunentality of the United States, to obtain
suppl enental funds from non-Federal sources and utilize themin
maki ng | oans, for the purposes of financing, or refinancing, the
construction, inprovenent, expansion, acquisition, and operation
of telephone lines, facilities, or systens, for RUS Borrowers
financed under sections 201 and 408 of the Act.

Rural area -- a rural area as defined in section 13 of
the Act.

Rural econom c devel opnent -- job creation or
preservation or community facilities inprovenent projects that
clearly denonstrate significant benefits to rural areas.

Rural econom c devel opnent account -- a federally insured
account into which the borrower deposits any advances of zero-
interest loan funds fromRUS until the borrower disburses the
funds.

RUS neans the Rural Wilities Service, an agency of the
United States Departnent of Agriculture established pursuant to
Section 232 of the Federal O op | nsurance Reform and Depart nent
of Agriculture Reorganization Act of 1994 (Pub. L. 103 - 354, 108
Stat. 3178), successor to REAwith respect to admnistering
certain electric and tel ephone prograns. See 7 CFR 1700. 1.

Scope of work -- a detailed plan, which has been approved
by the Admnistrator, covering the work to be perforned by the
| oan and/or grant recipient using the |oan and/or grant funds.

Signi ficant stockhol der -- an owner or hol der of five
percent or nore of the common stock (or shares) or five percent
or nore of the preferred stock (or shares) of the RUS borrower.

Subaccount -- the rural econom c devel opment subaccount
created by section 313 of the Act.
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Techni cal assistance -- analysis of facilities or
processes, managerial, financial and operational consultation by
i ndependent qualified entities to assist project owlers to
identify and evaluate problens or potential problens and provide
training to enabl e project owners to successfully inplenent,
nmanage, operate and naintain viable projects.

Tri bal governnment -- The governing body or a governnental
agency of any Indian tribe, band, nation, or other organi zed
group or community (including any Native village as defined in 43
US C 1602) certified by the Secretary of the Interior as
eligible for the special prograns and services provided through
the Bureau of Indian Affairs.

[57 FR 44317, Sept. 25, 1992, as anended at 59 FR 11706, Nar. 14,
1994; 59 FR 53930, Cct. 27, 1994; 59 FR 66440, Dec. 27, 1994]

81703. 13 Source of funds.

Funds provi ded under this programcone frominterest
differential credits to the subaccount and appropriated anmounts
nmade avail able to the subaccount.

81703. 14 Di sposition of funds in the subaccount.

Zero-interest loans and grants will be made during each
fiscal year to the full extent of the amounts held in the
subaccount subject only to limtations inposed by | aw. For
adm ni strative purposes, the Admnistrator will nmake a
determnation of the fiscal year-end anmount held in the
subaccount as of a date prior to, but as near as practicable to,
the end of the fiscal year.

81703. 15 [ Reserved]
81703.16 Eligibility.

Zero-interest |oans and grants nmay be nade to any
borrower that is not delinquent on any outstandi ng Federal debt
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or in bankruptcy proceedi ngs. However, a zero-interest |oan or
grant will not be nade to a borrower during any period in which
the Admnistrator has determ ned that no additional financial
assi stance of any nature shoul d be provided to the borrower
pursuant to any provision of the Act. The determnation to
suspend eligibility for assistance under this subpart wll be
based on one or nore of the follow ng factors:

(a) The borrower's denonstrated unwi | | i ngness to exercise
diligence in repaying RUS | oans or | oan guarantees that results
in the Admnistrator being unable to find that a | oan, or | oan
guaranteed by RUS, would be repaid within the tine agreed,

_ (b) The borrower's denonstrated unwi | Iingness to neet
requirenents in RUS s | egal docunents or regul ations; or

(c) Gher actions on the part of the borrower that thwart
t he achi evenent of the objectives of the RUS program

81703. 17 Uses of zero-interest |oans and grants.

(a) Zero-interest |oans and grants nust be used
exclusively to pronote rural econom c devel opnment and/or job
creation projects, including, but not limted to, project
feasibility studies, start-up costs, business incubator projects,
and ot her reasonabl e expenses for the purpose of fostering rural
econom ¢ devel oprent .

(b) The Admnistrator will give preference to providing
funds under this subpart for projects other than business
i ncubator projects to the extent funds are available to borrowers
for business incubator projects froma rural business incubator
fund adm ni stered by the Admnistrator in accordance with section
502 of the Act (7 U S C 950aa - 1).

(c) Zero-interest |loans and grants nmay be used for
Projects that enhance rural econom c devel opnent by providi ng
advanced t el ecomruni cati ons services and conputer networks for
medi cal and educational services, as follows: (1) For
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t el ecommuni cati ons end use and/or transmssion facilities; and
(2) Gher portions of the project, such as nodifications to
bui | di ngs necessary to accommodat e t el ecommuni cati ons equi pnent
for nmedical care and other services, public or private education,
and enpl oynent training.

(d) Zero-interest |oans and grants nmay be used for
community antenna tel evision systens or facilities. The borrower
wi Il docunent that such facilities provide a tangi bl e econom c
benefit to the proposed service area in accordance w th 81703. 46
of this subpart. Notwi thstanding this, the Admnistrator reserves
the right to deny any proposal for community antenna tel evision
systens or facilities. Community antenna tel evision systens or
facilities will be considered for funding in accordance with
81703.46 of this subpart and this section only when all of the
followi ng conditions exist:

(1) The proposed comunity antenna tel evision system or
facility is established in cooperation with a |ocal educational
and/or nedical entity(ies) to provide educational and/ or nedical
programm ng whi ch addresses specific needs of rural residents;

(2) Services to be provided by the proposed commnity
antenna tel evision systens or facilities are not available in the
area to be served, or services are not being provided by the
existing television programmng carrier at an affordable cost to
residents; and

(3) Such comunity antenna systens or facilities wll not
present undue conpetition for existing television programm ng
carriers in the area

[57 FR 44317, Sept. 25, 1992, as anended at 59 FR 11706, Nar. 14,
1994; 59 FR 53930, Cct. 27, 1994]

81703. 18 Types of projects eligible for grant funding.

Gants nmay be nade for the follow ng purposes:
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(a) The establishnment and operation of a revol ving | oan
program by Borrowers in accordance with 81703. 22;

(b) Project feasibility studies to assist for-profit and
non-profit entities in conjunction with a loan for an authorized
project. Feasibility studies will include nmanagenent assi stance,
consultation, and research for planning individual projects that
the Borrower has determned will benefit the rural community.
Feasi bility studies which may be financed under this section nust
be performed by qualified entities subject to 81703.19, Ceneral
requirenents for grant funding. Feasibility studies nust address
the inportant aspects of project assessnment and planning to
ensure, to the extent practicable, the success of projects. These
i nclude the narket, technical, economc, financial, and
managerial issues related to project feasibility. Feasibility
studies may be funded in connection with viable projects as a
rei nbursenment to the project owner for expenses incurred during
the initial planning stages of the project prior to project
fundi ng by RUS,

(c) The acquisition of technical assistance in
conjunction with projects funded with zero-interest loans to
enable for-profit and non-profit entities to obtain anal ysis of
facilities and processes, nmanagerial, financial and operational
consultation. Gant funds nmay al so be used in conjunction with
zero-interest |oans to enable non-profit business incubators to
provi de techni cal assistance. Technical assistance will enable
project owners to identify and eval uate probl ens or potenti al
probl ens and provide training in order that they may ultimately
i npl ement, nmanage, operate and maintain viable projects which are
financed with zero-interest |oan funds. Technical assistance
financed under this section nmust be perforned by qualified
entities which are independent of the project owner subject to
81703.19, Ceneral requirenments for grant funding;

(d) Business incubators established by non-profit
organi zations to assist in devel opi ng emerging enterprises.
Busi ness incubators funded in conjunction with zero-interest
loans will include those facilities in which single or nmultiple

Every effort has been nmade to ensure the accuracy of this
docunment. However, in case of discrepancies, the printed version
avail able from Government Printing Ofice is the authoritative
sour ce.



Page 16

7 CFR Part 1703
Qurrent as of January 1, 1995

busi nesses nmay use prem ses, support staff, conputer software,
har dwar e, tel ecomuni cations equi prent, nachinery, janitorial
services, utilities, or other overhead facilities. Gant funding
may al so be provided to all ow business incubators to provide
feasibility studies and techni cal assistance in accordance wth
paragraphs (b) and (c) of this section;

(e) Comunity devel opnment assistance to non-profit
entities and public bodies for enpl oynment creation projects, or
ot her projects which provide needed community facilities and
servi ces;

(f) Facilities and equi prent to public, for-profit and
non-profit entities to provide education and training to rural
residents to facilitate economc devel opnent. Equi pnent and
facilities may be funded to enabl e rural businesses to provide
educati onal and job enhancenent skills to enpl oyees;

(g) Facilities and equi prent to public, for-profit and
non-profit entities to provide nmedical care to rural residents.
Equi prrent and facilities may be funded to enable eligible
entities to provide nedical training and rel ated prof essi onal
health care skills to rural health care providers;

(h) Projects which utilize advanced tel ecomuni cati ons
and/ or conputer networks to facilitate nedical or educational
services or job training in accordance w th paragraphs (f) and
(g) of this section.

[59 FR 11706, Mar. 14, 1994, as anended at 59 FR 38341, July 28,
1994]

81703. 19 General requirenents for grant funding.

(a) Gants nade under 81703.18(a), establishnent and
operation of a revolving | oan programby Borrowers, wll be
l[imted to Borrowers and can be nmade without zero-interest |oans.
G ants nmade under 81703.18 (b) through (h) will be nmade only in
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conjunction with zero-interest |oans, and on a pass-through
basi s.

(b) Pass-through grant funding for projects under
81703.18 (b), (c), (f), (g) and (h) will be available for non-
profit and for-profit entities. Pass-through grant funding for
proj ects under 81703.18 (d) and (e) will be available only for
non-profit entities.

(c) Al projects funded with zero-interest |oans and
grants will require supplenental funding in accordance wth
8§1703. 23. For grants nmade under 81703.18(a), the portion eligible
for RUS funding may be fully funded with grant funds. For al
other grants funded under 81703.18, the portion of project costs
eligible for RUS funding may be funded up to 20 percent with
grant funds.

(d) Gant funding will be provided only to the extent
necessary for a feasible project. A feasible project is a project
whi ch expects to generate sufficient incone to pay operating
expenses and debts and conpensate for depreciation of equi pnent
and facilities for the project which is to be funded by RUS
Depreci ati on nust be based on al |l owabl e depreci ati on schedul es as
set forth by the United States Internal Revenue Service.
Borrowers whose anal yses of projects show feasibility w thout
grant funds should not apply for grant funding. Borrowers
requesti ng pass-through grant funds will base grant funding
requests on borrower projected incone and expense projections for
the project, and docunentation regardi ng depreciation of the
equi prent and facilities for the project. The Admnistrator wl|l
determ ne whether the Borrower's projections of incone, expenses
and depreci ation are reasonabl e.

(e) For projects that project insufficient operating
revenue the first two years to show feasibility, borrowers shoul d
first consider the deferral provisions set forth in 81703.29(b)
before determning the appropriate | evel of requested grant
funding. Zero-interest |oan and grant funding will be approved in
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accordance with paragraph (d) of this section based on the option
which results in the | owest required grant percentage.

(f) The owner of the pass-through project that receives
grant funds will be encouraged to coonmt that the project wll be
a denonstration project.

(g) Borrowers or project owers nust denonstrate the
avai lability and coomtnent of other sources of funding needed to
conplete a project in addition to RUS | oan and/ or grant funds,
prior to the first advance of RUS funds.

(h) Feasibility studies and/ or technical assistance
funded with grants under 81703.18 (b) and (c) nust be perforned
by entities which are independent of the Borrower and qualified
to provide such services. The project owner, if deened qualified
in accordance with this paragraph, may furnish a feasibility
study under 81703.18(b). Entities furnishing technical assistance
under 81703.18(c), nust be independent of the project owner. To
be deened qualified, entities providing feasibility studies
and/ or techni cal assistance nust:

(1) Provide sufficient docunentation evidencing their
proven ability, background and experience to furnish such
servi ces; and

(2) Provide sufficient docunentation evidencing their
| egal authority and capacity to furnish such services.

[59 FR 11706, Mar. 14, 1994]
81703. 20 Ineligible uses of zero-interest |oans and grants.
(a) Zero-interest |oans and grants nust not be used:

(1) To fund or assist projects of which any director,
of ficer, general manager or significant stockhol der of the
Borrower, or close relative thereof, is an owner, stockhol der,
partner or director, or which would, in the judgnment of the
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Adm nistrator, create a conflict of interest or the appearance of
a conflict of interest. The Borrower nust disclose to the

Admni strator informati on regarding any conflict of interest,
potential conflict of interest or any appearance of a conflict of
interest. The Admnistrator will determne whether there is a
conflict of interest or whether any potential conflict of
interest or appearance of a conflict of interest may adversely
affect RUS s interests. A Borrower organi zed as, or consisting of
a cooperative, wdely held nutual corporation, tribal governnent,
nmuni ci pal power corporation, public power district, or a simlar
wi dely hel d organi zation would ordinarily be able to have an
ownership interest in or manage a project operated on either a
for-profit or non-profit basis. A Borrower organized as a closely
held, for-profit corporation with nore than 5 percent of its
stock held by one |l egal person, its subsidiary or an affiliate,
woul d ordinarily be able to own or nmanage a project operated on a
non-profit basis only;

(2) For any costs incurred on the project: (i) Prior to
recei pt of the Borrower's conpl eted application by RUS during an
application period unless the Admnistrator has specifically
approved such usage in witing; or

(i1) For site devel opnent, the destruction or alteration
of buildings, or other activities that woul d adversely affect the
environnent or limt the choice of reasonable alternatives prior
to satisfying the requirenents of 81703. 32;

(3) By the Borrower to purchase or |ease any rea
property, materials, equipnment, or services fromits subsidiary,
an affiliate, or significant stockhol ders, officers, nmanagers or
directors of the Borrower, or close relatives thereof, where the
purchase or | ease has not been fully disclosed to the
Admni strator and received the Admnistrator's prior witten
approval ;

(4) By the recipient of a pass-through-loan or pass-
t hrough-grant to purchase or | ease any real property, naterials,
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equi pnent, or services fromthe Borrower, its subsidiary, an
affiliate of the Borrower, or significant stockhol ders, officers,
managers or directors of the Borrower, or close relatives

t hereof, where the purchase or | ease has not been fully disclosed
to the Admnistrator and received the Admnistrator's prior
witten approval ;

(5) To pay off or refinance existing indebtedness
incurred prior to receipt of the Borrower's conpl eted application
by RUS or for refinancing or repaying a | oan nade under the Act
or a programadm ni stered by the Admni strator;

(6) For any electric or tel ephone purpose, as determ ned
by the Adm ni strator;

(7) For the Borrower's electric or tel ephone operations
or for any operations affiliated with the Borrower unless the
Adm ni strator has specifically informed the Borrower in witing
that the operations are part of the approved purposes;

(8) To pay the salaries of any enpl oyee or owner of the
Borrower, its subsidiaries, or affiliates. This restriction does
not prohibit the use of loan or grant funds for printing and
simlar costs for project feasibility studies it has prepared,
comm ssioned or purchased if specifically approved by the
Admnistrator. This restriction is subject to the operating
expense al |l owance for revolving |oan funds set forth in 81703. 22

(a)(6);

(9) To fund feasibility studies and technical assistance
as set forth in 81703. 18 i ndependently of projects which are
funded under the zero-interest |oan and grant program

(10) For community antenna tel evision systens or
facilities except as provided in 81703.17(d) of this subpart;

(11) For proposed projects |located in areas covered by
the Coastal Barrier Resources Act (16 U S C 3501 et seq.); or
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(12) For anything other than an approved purpose.
(b) [Reserved]

[59 FR 11707, Mar. 14, 1994, as anended at 59 FR 53930, Cct. 27,
1994]

8§1703. 21 Limtations on the use of zero-interest |oan and grant
f unds.

(a) A borrower may not charge interest for the use of the
proceeds of the zero-interest |oan provided under this program
however, it may charge reasonabl e | oan servicing charges,
reasonabl e legal fees involved in providing the RUS funds to the
reci pient, and the anmount paid for an irrevocable letter of
credit nade payable to RUS and i ssued on behal f of the borrower
t hat guarantees repaynent of an RUS zero-interest loan, all as
determned by the Admnistrator. A borrower nmay require the
reci pient of a pass-through-loan to provide and/ or obtain
adequate security for the zero-interest |oan funds.

(b) A borrower nust cal cul ate any costs to charge in
connection with the use of grant funds under this programfor the
project and nust tenporarily deposit the grant funds in
accordance with 7 CFR parts 3015, Uniform Federal Assistance
Regul ati ons, and 3016, Uniform Adm ni strative Requirenents for
Gants and Cooperative Agreenents to State and Local Covernnents,
as appropriate. Gant funds will be disbursed to the Borrower in
accordance with 81703.61(b).

(c) A borrower nmay not nake a profit fromany zero-
interest loan or grant provided fromthe subaccount, with the
exception of the $500 interest incone exclusion in paragraph (d)
of this section.

(d) The Borrower may not requisition zero-interest |oan
funds unl ess those funds are deposited into the Borrower's RUS
construction fund trustee account. The Borrower will be required
to set up a separate Federally insured account called the Rural
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Econom c Devel opnent Account, if loan funds are not expected to
be di sbursed within two nonths after recei pt fromRUS. A

interest earned on tenporarily deposited zero-interest |oan funds
in excess of $500 per 12-nonth period nust be used for approved
purposes or returned to RUS. Interest earned in excess of $500
per 12 nonth period and returned to RUS will not be used to
reduce the Borrower's principal indebtedness. Gant funds will be
di sbursed by RUS in accordance with 7 CFR parts 3015 and 3016,
and 81703.61 (b).

(e) The borrower may not condition the receipt of the
proceeds of a zero-interest |oan or grant under this subpart wth
the requirenent that the recipient take electric or tel ephone
service fromthe borrower.

[57 FR 44317, Sept. 25, 1992, as anended at 59 FR 11708, WNar. 14,
1994]

81703. 22 Revol ving | oan program

G ant funds under this section will be provided only to
RUS Borrowers on a non pass-through basis. RUS Borrowers will, in
turn, provide loans to foster rural economc devel opnent in
accordance with this subpart and the specific requirenments of
this section.

(a) CGeneral. Gant funds disbursed to RUS Borrowers to
establ i sh revol ving | oan prograns under this section are subject
to the foll ow ng requirenents:

(1) The uses, restrictions and limtations for zero-
interest loans set forth in 881703.17, 1703.20 and 1703. 21
respectively;

(2) Loans made by RUS Borrowers initially |Iending grant
funds disbursed by RUS are limted to types of projects specified
in 81703.18 (d), (e), (f), (g) and (h). Loans may al so be nade
for feasibility studies and techni cal assistance in accordance
with 81703.18 (b) and (c), respectively, but only for those types
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of projects specified in this paragraph (a)(2). Loans nmade from
repaynents of the initial |oans nmade by RUS Borrowers may be used
for any rural econom c devel opnent purpose in accordance with a
prior agreenent between the Borrower and RUS

(3) All other requirenments relevant to zero-interest
pass-through | oans and grants outlined in this subpart, except
the mninmumsize of a zero-interest loan as specified in
81703. 28(f);

(4) The initial |oans nade fromthe revol ving | oan fund
using the grant funds nust carry an interest rate of zero
percent; however, |oans nmade fromrepaynents of the initial |oan
may carry an interest rate in accordance with prior agreenent
with RUS. In either case, the Borrower may charge reasonabl e | oan
servicing fees;

(5) The Borrower will provide a board resol ution
certifying a coonmtnent to provide and nai ntain additiona
funding to the revolving loan fund in an anount no | ess than 20
percent of the RUS grant approved. The Borrower wl | provide
docunentation that the additional funding has been deposited in
the appropriate account in 81703.22(h)(1) prior to grant
di sbursenent. This requirenent does not pertain to suppl enental
funding requirenments for individual projects as set forth in
81703.23. Additional funding required in this paragraph pertains
only to borrowers establishing revolving | oan funds, with the
fol | owi ng provisions:

(i) Use of additional funding is subject to requirenents
set forth in paragraph (b) of this section and with RUS
concur r ence;

(i1) Individual projects funded under this section are
subj ect to supplenental funds requirenments set forth in 81703. 23;

(iii) At the Borrower's option with RUS concurrence, al
or a portion of the additional funding may be used to assi st
proj ect owners receiving funding fromFederal grant funds under
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this section to neet their supplenental funding requirenents set
forth in 81703.23 of this subpart. Such additional funding wll

be deened as Federal funds and accounted for in accordance wth
paragraph (h)(1)(i)(A) of this section for electric borrowers or
paragraph (h)(1)(ii)(A) of this section for tel ephone borrowers,
as appropriate;

(iv) At the Borrower's option, all or a portion of the
additional funding may be retai ned as non-Federal funds, for any
rural econom c devel opnent project(s), subject to paragraph (Qg)
of this section and RUS concurrence. Additional funding coomtted
as non-Federal will be accounted for in accordance with paragraph
(h)(1)(i)(E) of this section for electric borrowers or paragraph
(h)y(2)(ii)(E) of this section for tel ephone borrowers, as
appropri ate;

(6) Gant funds will only be provided to an RUS Borrower
for a revol ving | oan programwhen a proposed budget submtted to
RUS denonstrates and the Borrower agrees in witing that no nore
than 10 percent of grant funds received are used to cover
operating expenses of the revolving [ oan program Qperating
expenses include the costs of admnistering the revol ving | oan
fund and the provision of technical assistance to project owners.
Al proceeds in excess of those needed to cover authorized
expenses, as described above, nust revert to the revol ving fund
and be available for re-lending for eligible projects. Budgets
whi ch refl ect expenses incurred in operating the fund nust be
submtted to RUS annual | y;

(7) The Borrower may charge reasonabl e | oan servi ci ng
charges. For purposes of this section, |oan servicing charges
must not exceed an anount equal to the sum of one percent per
year of the outstanding principal on the first day of each year
on each project owner's zero-interest |oan which is nade fromthe
RUS grant proceeds;

(8) The Borrower will submt docunentation indicating
that potential projects which are eligible for fundi ng have
sufficiently progressed in the planning stage to allow grant
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fundi ng approved for a revolving | oan programto be requisitioned
by the Borrower, disbursed by RUS, and | oaned to recipients
within 3 years of the date of grant approval by RUS. Grant funds
that have not been requisitioned within 3 years will be
cancel l ed, unless the Adm ni strator has approved an extension in
witing. Gant funds will be disbursed by RUS in accordance wth
paragraphs (d) and (g) of this section;

(9) If the revolving |l oan programis termnated, further
di sbursenent of grant funds will be cancelled. Repaynents of
| oans nmade using grant funds whi ch have been di sbursed will be
used in accordance with the Borrower's rural devel opnent plan;

(10) Paynent of creditors which provide interimor
construction financing to a viable project for eligible purposes
as set forth in 81703.18 of this subpart may be authori zed.
Refinancing for the sol e purpose of replacing higher interest
conventional financing with zero-interest revolving loan funds is
not aut hori zed.

(b) The Borrower's rural devel opnent plan. RUS requires
that the revol ving | oan program be adm ni stered i n accordance
with a rural devel opnent plan, devel oped by the Borrower and
approved by RUS. The plan nust be of sufficient detail to provide
RUS with a conpl ete understanding of what the Borrower intends to
acconpl i sh by admnistering a revolving | oan program The rural
devel opnent plan wi |l provide the nechanics of how the revol ving
loan funds will be disbursed to the project owner. The rural
devel opnent plan nmust outline the Borrower's plans for
adm ni stering the revolving | oan program during the initial
peri od when RUS grant funds are | ent by the Borrower and after
the revol ving fund becones non-Federal in accordance wth
paragraph (g) of this section. The plan nust outline the
fol | ow ng:

(1) Specific objectives for the revol ving | oan program
revol ving | oan operating procedures, |ending paraneters, nmaxi num
and m ni nrum| oan anount, and types of projects to be funded,;
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(2) Docunentation of Borrower's coordination of |ending
activities with other local entities that provide financing for
rural econom c devel opnent projects. Such docunentation will
indicate that the Borrower will not conpete with, but suppl enent
ot her sources of |egal financing;

(3) BEigibility criteria if other than outlined in this
subpart;

(4) The application process and nethod of disposition of
the funds to the project owner; and

(5) A procedure for nonitoring the project owner's
acconpl i shnments and reporting requirements by the project owner's
nmanagemnent .

(c) The Borrower's scope of work. Borrowers applying for
grant funding under this section nust submt a scope of work to
RUS. Applications for grants under this section will be eval uated
for funding based on the Borrower's rural devel opnent plan in
paragraph (b) of this section and the scope of work. The scope of
work nmust contain the follow ng itens:

(1) Docunented need for grant funds. The Borrower mnust
identify a sufficient nunber of rural devel opnent projects of the
type specified in 81703.18 (d), (e), (f), (g), and (h) which are
currently being planned requiring zero-interest |oans equal to
t he anount of grant assistance requested fromRUS. These projects
may be supported with a coormunity facilities plan, or other
devel opnent plan, prepared by |ocal comunity |eaders in
cooperation with the Borrower. For each project, the Borrower
will submt information required under 81703. 34,

(2) Docunented authority and ability of the Borrower to
adm ni ster a revolving rural devel opnent | oan programin
accordance with the provisions of this subpart. The Borrower nust
provide a conplete listing of all personnel responsible for
admnistering this programalong wth a statement of their
qualifications and experience;
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(3) Docunented ability of the Borrower to commt
financi al resources under the control of the Borrower to assi st
in the establishment of a rural devel opnent revol ving | oan
program This should include a statenent of the sources of
funding for the admnistration of the Borrower's operations, as
wel | as financial and technical assistance for projects;

(4) Docunentation that the Borrower has secured
coomtnents of significant financial support from public agencies
and/or private organi zations for supplenental funding to support
a rural devel opnent | oan program

(5 A list of proposed fees and ot her charges the
Borrower will assess the projects it funds; and

(6) The Borrower's rural devel opnent policy for non-
Federal funds in accordance w th paragraphs (b) and (g) of this
secti on.

(d) Gant processing and approval . Applications for
grants to establish revolving loan funds will be reviewed in
accordance with 881703.45 and 1703.46, and with the Borrower's
rural devel opnent plan and scope of work outlined in paragraphs
(b) and (c) of this section. Gants will be processed in
accordance with 881703.58 and 1703. 59.

(e) D sbursenent of grant funds. Borrowers are not
aut hori zed to comrence projects to be funded under this section
until those projects have been submtted for authorization in
accordance with paragraph (c)(1) of this section, or the projects
have been submtted for authorization subsequent to grant
approval in accordance with paragraph (e)(2) of this section. RUS
grant funds will be disbursed on a reinbursenent basis. However
upon witten justification by borrowers and approval by the
Adm ni strator, borrowers unable to fund projects under
rei nbursenment provisions, for financial or other extraordi nary
reasons, may receive grant funds under the special disbursenent
met hod by submtting unpaid invoices fromproject owers, and
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grant funds will be disbursed to borrowers and passed directly to
project owners. In either case, RUS grant funds will be disbursed
in accordance with the provisions of 7 CFR Part 3015, Uniform
Federal Assistance Regul ations, the applicable requirenents of
this subpart, the admnistrative provisions outlined in paragraph
(g) of this section, and the follow ng requirenents:

(1) Only projects authorized by RUS in accordance with
paragraphs (c)(1) and (e)(2) of this section, for which adequate
docunentation is submtted, including receipts for expenditures
under the reinbursenent nethod or unpaid invoices under the
speci al di sbursenment net hod, as applicable, and certification of
approved purposes, wll be considered for disbursenent;

(2) A project which was not submtted prior to grant
approval in accordance wth paragraph (c)(1) of this section, may
be aut horized for funding subsequent to grant approval. A project
which is authorized for funding under this paragraph wll be
consi dered for disbursenent at the first allowable tinme period
after project authorization in accordance w th paragraphs (e)(3)
and (e)(4) of this section. Project authorization after grant
approval is subject to the follow ng requirenents:

(1) The project neets the specific objectives for the
Borrower's revol ving | oan programas outlined in paragraph (b)(1)
of this section;

(i1) The Borrower presents evidence that the project
requested for authorization can be funded prior to projects which
were authorized prior to grant approval in accordance with
paragraph (b)(1) of this section; and

(iii) RUS approves the project for funding in accordance
w th 81703. 34;

(3) Under the reinbursenent nethod, grant funds
requi sitioned for individual projects in increnents of |ess than
$100, 000, or less than 25 percent of the amount approved for the
revol ving | oan fund, whichever is |ess, may be di sbursed sem -
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annual | y. Subm ssion periods for requisitioning grant funds on a
sem - annual di sbursenent basis will be 14 days commenci ng from
the 6-nonth anniversary date of grant approval. Gant funds under
t he special disbursenent nethod will be requisitioned in
accordance with the applicable provision in paragraph (e)(4) of
this section;

(4) For the reinbursenment nethod, grant funds
requi sitioned for individual projects in increnents of $100, 000
or greater, or at |east 25 percent of the anount approved for the
revol ving | oan fund, whichever is |less, may be submtted for
di sbursenment at any tine. Under the special disbursenent mnethod,
grant funds of |ess than $100, 000 nay be requisitioned for
di sbursenment at any time. However, the mninumrequisition wll
be $50,000, or the total grant award, whichever is |ess.

(f) Reporting requirenents. (1) The Borrower nust
mai ntai n financial managenent systens and retain financia
records in accordance with 7 CFR part 3015, Uniform Feder al
Assi st ance Regul ati ons.

(2) Borrower records mnmust include an accurate accounting
and source docunentation to support each transaction invol ving
the revolving |l oan fund. Records are subject to a rural economc
| oan review as set forth in 81703. 66(Q) .

(3) SF - 269, " Financial Status Report,'' and a
revolving |l oan programactivity report will be required of al
Borrowers on an annual basis. Reports will be submtted no | ater
than 90 days after Decenber 31 of each year. The programactivity
report will contain an aggregate |list of projects funded, the
amount funded for each project, the project repaynment schedule, a
brief description of each project, the project objectives,
whet her or not the project has been conpleted, and the projected
nunber of jobs created or saved by each project. Reports under
this paragraph will be required until all grant funds have been
di sbursed and projects conpl et ed.
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(4) A performance report will be required for each
proj ect funded on an annual basis. Perfornmance reports wll be
due no later than 90 days after Decenber 31 of each year.
Performance reports will be submtted until one year after
proj ect conpletion. Project performance reports will contain the
fol | ow ng:

(1) A conparison of actual acconplishnments during the
reporting period to the objectives established for the project
and, if not attained, reasons why established objectives were not
net ;

(i1) Problens, delays, or adverse conditions which wll
materially affect attai nnent of planned project objectives,
prevent the neeting of time schedul es or objectives, or preclude
the attai nnment of project work el enents during established tine
periods. This disclosure shall be acconpani ed by a statenent of
the action taken or contenplated to resolve the situation;

(iii) Projected acconplishnments for the next reporting
period, if applicable; and

(iv) Status of conpliance with any special conditions for
project funding, if applicable.

(5) Borrowers nmust report and remt interest earned on
advances of grant funds deposited in interest accounts to RUS on
a quarterly basis in accordance with 7 CFR part 3015, Uniform
Federal Assistance Regul ati ons.

(g) Non-Federal funds. Once all RUS-derived grant funds
have been utilized by the Borrower to fund rural devel oprent
projects according to the provisions of this section and the
applicabl e provisions of this subpart, |oans nade by the Borrower
thereafter fromrepaynents to the revol ving | oan fund shall not
be consi dered as being derived from Federal funds and the
requi renents of these regulations will not be inposed on the
Borrower or project owners. However, the Borrower will, as a
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condition for receiving a grant under this section, agree to the
fol l owi ng conditions:

(1) To maintain a revolving | oan account to pronote rural
econom ¢ devel opnent in accordance with the Borrower's rura
devel opnent plan for non-Federal funds submtted i n accordance
wi th paragraph (b) of this section;

(2) To maintain the additional funding supplied by the
Borrower in accordance with paragraph (a)(5) of this section and
interest earnings within the revol ving | oan fund,

(3) Approval may be granted by the Admnistrator to
termnate the revolving | oan program or nodify the requirenents
set forth in paragraphs (g)(1) and (g)(2) of this section, upon
witten request and justification by the Borrower. Should the
Borrower termnate the revol ving | oan program w t hout obtai ni ng
approval by the RUS Admnistrator, the Borrower will return the
amount of the original grant to RUS

(h) Admnistrative provisions. The requirenments of this
paragraph set forth the procedures for accounting, requisitioning
and di sbursenent of Federal funds, those funds initially
di sbursed for projects which may be funded in accordance with an
approved rural devel opnent plan and scope of work submtted by
the Borrower. D sbursenent of grant funds will be approved on a
rei nbursenent basis after the grant agreenent is executed by RUS
and the Borrower, the applicable provisions of this subpart are
nmet, subject to disbursenment restrictions in paragraph (e) of
this section, and the requirenents in paragraphs (h) (1) through
(3) of this section

(1) Accounting requirenents. Accounting will be perforned
in accordance with 7 CFR part 1767, Accounting Requirenents for
RUS El ectric Borrowers, or 7 CFR part 1770, Accounting
Requi renents for RUS Tel ephone Borrowers, as appropriate. The
Borrower will maintain accounts for the revolving funds as
fol | ows:
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(i) RUS electric Borrowers. (A) A general |edger Account
131. 13, "~ Cash-Ceneral -- Econom c Devel opnment Grant Funds.'' The
Borrower will debit this account in an anmount equal to the anount
of the grant received fromRUS, any additional funds deened
Federal fromthe Borrower as required by paragraph (a)(5)(iii) of
this section, and all other funds advanced for the project,
regardl ess of the source, if controlled by the Borrower. The
Borrower will credit this account for all expenditures nmade with
Federal funds on behalf of the rural devel opnent project.

(B) A general |edger Account 124.1, "~ “Qher Investnents -
- Federal Econom c Devel opnent Loans.'' The Borrower w |l debit
this account in the amount of Federal funds the Borrower advances
t o non-associ ated organi zations for authorized rural economc
devel opnent projects. For each debit in this account, a
corresponding credit will be made in Account 131.13 in paragraph
(N (1) (i)(A of this section. This account will be credited with
repaynents of | oans nade with Federal econom c devel opnent grant
funds.

(O A general |edger Account 123.3, "~ ‘Investnent in
Associ at ed Conpani es -- Federal Econom c Devel opnent Loans.'' The
Borrower will debit this account in the anount of Federal funds
t he Borrower advances to associ ated organi zations for authorized
rural econom c devel opnent projects. For each debit in this
account, a corresponding credit will be made in Account 131.13 in
paragraph (h)(1)(i)(A) of this section. This account wll be
credited with repaynents of | oans nade with Federal econom c
devel opnment grant funds.

(D Account 421, "M scellaneous Non-operating |ncone.'
The Borrower will credit this account in the amount of grant
funds di sbursed by RUS resulting froman approved requisition
request in accordance with paragraph (h)(2) of this section.

(BE) A general |edger Account 131.14, " Cash-Ceneral --
Econom c Devel opnent Non- Federal Revol ving Funds.'' The Borrower
will debit this account with any additional funds deened non-
Federal fromthe borrower as required by paragraph (a)(5)(iv) of
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this section, cash received fromthe repaynent of |oans nade from
accounts in paragraphs (h)(1)(i)(B), (h)(1)(i)(Q, (h)(1)(i)(F),
and (h)(1)(i)(QG of this section. The Borrower wiil credit this
account to reflect |oans nmade for rural econom c devel opnent

proj ects fromnon-Federal funds fromaccounts specified in
paragraphs (h)(1)(i)(F) and (h)(1)(i)(GQ of this section

(F) A general |edger Account 124.2, "~ “Qher Investnents -
- Non- Federal Econom c Devel opnent Loans.'' The Borrower will
debit this account in the anount of non-Federal funds the
Borrower advances to non-associ ated organi zati ons for authorized
rural econom c devel opnent projects. For each debit in this
account, a corresponding credit will be made in Account 131. 14,
in paragraph (h)(1)(i)(E) of this section. This account wll be
credited with repaynents of | oans nade from non-Federal econom c
devel opnent funds.

(G A general |edger Account 123.4, "“Investnent in
Associ at ed Conpani es -- Non- Federal Econom c Devel opnent Loans.'
The Borrower will debit this account in the anmount of non-Feder al
funds the Borrower advances to associ ated organi zations for
aut hori zed rural econom c devel opnent projects. For each debit in
this account, a corresponding credit will be nmade in Account
131. 14, in paragraph (h)(1)(i)(E) of this section. This account
wll be credited with repaynents of | oans nmade from non- Feder al
econom ¢ devel opnent funds.

(H A general |edger Account 171 " “Interest and D vi dends
Receivable.'' The Borrower will debit this account with the
amount of interest earned on the revolving | oan fund. The
Borrower will credit this account and debit the appropriate cash
account when the cash is received.

(1) A general |edger Account 419, "“Interest and D vi dend
Incone.'' The Borrower will credit this account with the anount
of interest earned on the revol ving | oan fund.

(i) RUS tel ephone Borrowers. (A) A general |edger
Account 1130.4, " Cash -- General Fund -- Econom c Devel opnent

Every effort has been nmade to ensure the accuracy of this
docunment. However, in case of discrepancies, the printed version
avail able from Government Printing Ofice is the authoritative
sour ce.



Page 34

7 CFR Part 1703
Qurrent as of January 1, 1995

G ant Funds (dass A Conpanies)'', or Account 1120.14, " Cash-
CGeneral Fund -- Econom c Devel opnent Grant Funds (O ass B
Conpanies).'' The Borrower will debit the appropriate account in
an anount equal to the anmount of the grant received fromRUS, any
addi tional funds deened Federal fromthe Borrower required by
paragraph (a)(5)(iii) of this section, and all other funds
advanced for the project, regardless of the source, if controlled
by the Borrower. The Borrower will credit the appropriate account
for all expenditures nade with Federal funds on behalf of the
rural devel opment project.

(B) A general |edger Account 1402.4, "~ Qher Investnents
in Nonaffiliated Conpanies -- Federal Econom c Devel opnent G ant
Loans.'' The Borrower will debit this account in the anount of
Federal funds the Borrower advances to nonaffiliated
organi zations for authorized rural econom c devel opnent projects.
For each debit in this account, a corresponding credit wll be
nmade in the appropriate account in paragraph (h)(21)(ii)(A) of
this section. This account will be credited with repaynents of
| oans nade from Federal econom c devel opnent grant funds.

O A general |edger Account 1401.1, " "Qher Investments
in Affiliated Conpani es -- Federal Econom c Devel opnent G ant
Loans.'' The Borrower will debit this account in the anount of
Federal funds the Borrower advances to affiliated organizations
for authorized rural economc devel opnent projects. For each
debit in this account, a corresponding credit will be nade in the
appropriate account in paragraph (h)(1)(ii)(A) of this section.
This account will be credited with repaynents of | oans nade from
Federal econom c devel opnent grant funds.

(D) Account 7360, "~ Qher Non-operating Incone (dass A
Conpani es)' ', or Account 7300, Non-operating Incone and Expense
(A ass B Conpani es), as appropriate. The Borrower will credit
t hese accounts, as appropriate, in the amount of grant funds
di sbursed by RUS resulting froman approved requisition request
in accordance with paragraph (h)(2) of this section.
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(E) A general |edger Account 1130.5, "~ Cash -- Ceneral
Fund -- Econom c Devel opnent Non- Federal Revol ving Funds (d ass A
Conpani es)'', or Account 1120.15, " "Cash -- CGeneral Fund --
Econom ¢ Devel opnent Non- Federal Revol ving Funds (O ass B
Conpanies)'', as appropriate. The Borrower will debit the
appropriate account with any additional funds deemed non-Feder al
fromthe Borrower as required by paragraph (a)(5) of this
section, cash received fromthe repaynent of |oans nade from
accounts in paragraphs (h)(1)(ii)(B), (h)(1(ii)(0O,
(hy()(ii)(F, and (h)(1)(ii)(G of this section. The Borrower
wll credit the appropriate account to reflect | oans nmade for
rural econom c devel opnent projects fromnon-Federal funds from
accounts specified in paragraphs (h)(1)(ii)(F) and (h)(2)(ii)(Q
of this section.

(F) A general |edger Account 1402.5, "~ Qher Investnents
in Nonaffiliated Conpani es- Non- Federal Econom c Devel opnent G ant
Loans.'' The Borrower will debit this account in the anount of
non- Federal funds the Borrower advances to nonaffiliated
organi zations for authorized rural econom c devel opnent projects.
For each debit in this account, a corresponding credit wll be
made in the appropriate account in paragraph (h)(21)(ii)(E) of
this section. This account will be credited with repaynents of
| oans nade from non-Federal econom c devel opnent funds.

(G A general |edger Account 1401.2, "~ Qher Investnents
in Affiliated Conpani es -- Non-Federal Econom c Devel opnent G ant
Loans.'' The Borrower will debit this account in the anount of
non- Federal funds the Borrower advances to affiliated
organi zations for authorized rural econom c devel opnent projects.
For each debit in this account, a corresponding credit wll be
made in the appropriate account in paragraph (h)(21)(ii)(E) of
this section. This account will be credited with repaynents of
| oans nade from non-Federal econom c devel opnent funds.

(H A general |edger Account 1210, " Interest and
D vidends Receivable.'' The Borrower will debit this account with
the anount of interest earned on the revolving fund | oan. The
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borrower will credit this account and debit the appropriate cash
account when the cash is received.

(1) A general |edger Account 7320, " Interest Incone
(A ass A Conmpanies)'', or Account 7300.2, "“Interest Incone
(A ass B Conpanies)'', as appropriate. The Borrower will credit
this account with the anmount of interest earned on the revol ving
fund | oans.

(2) Requisition requirenents. Gant funds may be
requi sitioned by RUS Borrowers in accordance with di sbursenent
requirenents in paragraph (e) of this section. Borrowers wll be
fully reinbursed for funds expended for approved projects funded.
For each conpleted project, the Borrower will submt the
follow ng for reinbursenent:

(i) Standard Form 270, " Request for Advance of
Rei nbur senent ' ' ;

(i1) Copies of cancelled checks and other verifiable
source records supporting the transactions; and

(iii) Certification and evidence that the project costs
to be reinbursed are for a project which has been authorized by
RUS and are authorized costs for that project.

(3) RUSreview Requisition requests will be eval uated
for conpliance with | oan purposes previously submtted by the
Borrower for project authorization in accordance w th paragraphs
(c)(1) or (e)(2) of this section, conpliance with the Borrower's
rural devel opment pl an, accounting docunentation submtted in
paragraph (h)(1) of this section, and the cancel | ed checks and
source records submtted.

[59 FR 11708, Mar. 14, 1994, as anended at 59 FR 38341, July 28,
1994; 59 FR 53931, Cct. 27, 1994]

81703. 23 Suppl emental funds requirenents for zero-interest
| oans and grants.
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The Admnistrator will not select an application unless
the project will receive supplenental funds in an anmount at | east
equal to 20 percent of the RUS zero-interest |oan and grant to be
provided to the project, as determned by the Adm ni strator.

Suppl enental funds as used in this section nay conme fromthe
project owner in the formof equity funds, private sources, state
and | ocal government sources, other Federal Governnent sources,
the borrower or other sources. Only suppl enental funds that will
be provided to the project after the date RUS receives the
borrower's conpl eted application may be used to satisfy this
requi renent. Suppl enental financing nust be verified and
coommtted to the project in formand substance satisfactory to
the Admnistrator before RUS will advance any funds.

81703. 24 [ Reserved]

81703. 25 Significance of RUS financing to the total project
cost.

Sel ection of applications will be based on a preference
for applications requesting RUS financing which will be at |east
equal to 5 percent of the total project costs, as determned by
the Admnistrator. Projects costs will be based on the anount
that woul d be spent over the first 2 years after the first
advance of RUS funds for the conponent or phase of the
undertaking for which the borrower is requesting RUS funds, as
determned by the Admnistrator. The Adm ni strator nay determ ne
that a conponent or phase, especially actions necessary to
initiate a larger project, constitute a distinct project for the
pur poses of this section.

81703. 26 [ Reserved]
81703. 27 Owner's equity in the project.

The Admnistrator may require, as a condition to RUS
financing, that the owner(s) of the project invest equity capital
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if determned to be financially necessary, based on an RUS
financial analysis and sound | endi ng practi ces.

81703. 28 Maxi mum and m ni nrum si zes of a zero-interest |oan or
grant application.

(a) The maxi mumsize of an application that will be
consi dered for funding under this subpart during a fiscal year
wll be 3 percent of the projected total amount available for the
zero-interest loans or grants under section 313 of the Act during
that fiscal year, rounded to the nearest $10,000. This
determnation will be made by the Admnistrator for each fisca
year.

(b) Regardless of the projected total anmount that will be
avai | abl e, the maxi numsi ze nmay not be | ower than $200, 000.

(c) The projected total anmount avail able during a
particular fiscal year is calculated as the sumof the projected
amount that will be credited to the subaccount during a
particular fiscal year fromthe interest differential calculation
based on the RUS borrowers' cushion of credit levels at the time
the Adm ni strator nakes the determnati on and any anounts
appropriated for that fiscal year for zero-interest |oans or
grants nmade under section 313 of the Act.

(d) After the Admnistrator has determ ned the maxi num
size for a fiscal year, a notice of the cal culation and anount
w |l be published pronmptly in the Federal Register. Thereafter,
the maximumsize wll remain in effect until the Adm ni strator
has published the maxi numsize for the next fiscal year

(e) Al unselected applications on file at RUS, including
both | oan and grant applications, fromthe same borrower for the
same project will be considered to be one application in
determning that the maxi numsize of the applicationis in
accordance with this section
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(f) The mnimum size of an application for assistance
under this subpart that will be considered for funding is
$10, 000.

[57 FR 44317, Sept. 25, 1992, as anended at 59 FR 11711, WNar. 14,
1994]

81703. 29 Ternms of zero-interest |oan repaynent.

(a) The Admnistrator will determne the terns and
repaynment schedul e of the zero-interest |oan to the borrower
based on the nature of the project and approved purposes.
Odinarily, the total termof the zero-interest |oan, including
any principal defernment period, will not exceed 10 years. The
repaynment terns the borrower sets on a pass-through-|oan nust
equal the terns of the |oan provided to the borrower unless a
witten request fromthe borrower to provide a | onger defermnment
period, shorter total termof the |oan, or other benefits is
approved by the Admni strator.

(b) The Adm nistrator has the discretion to defer the
repayment of principal up to two years, based on an anal ysis of
the feasibility of the project. Ordinarily, if the Admnistrator
considers the project to be a business expansion or going
concern, the first repaynment of principal wll not begin until
one year after the date of the RUS note. Ordinarily, if the
Adm ni strator considers the project to be a start-up project, the
first repaynent of principal will not begin until 2 years after
the date of the RUS note. Loans nust be repai d under terns set
forth in RUS s | egal docunents.

(c) Unless the Admnistrator has specifically approved
ot herwi se, the borrower will be required to repay the RUS zero-
interest loan in full at such tine as a pass-through-loan has
been fully repaid to the borrower. If the borrower uses the
proceeds of the RUS zero-interest |oan to provide pass-through-
| oans to nore than one entity, this requirenent will only apply
to that portion of the zero-interest |oan associated with the
loan that has been fully repaid to the borrower.

Every effort has been nmade to ensure the accuracy of this
docunment. However, in case of discrepancies, the printed version
avail able from Government Printing Ofice is the authoritative
sour ce.



Page 40

7 CFR Part 1703
Qurrent as of January 1, 1995

(d) If the Admnistrator determnes that, as a result of
state law, court rulings, or regulatory commssion decisions, it
IS necessary to ensure that the borrower will repay the RUS zero-
interest |oan, the borrower may be required to provi de an
irrevocable letter of credit, or another formof guarantee
satisfactory to the Admnistrator. The letter of credit or other
guarantee is to be nade payable to RUS. The letter of credit or
ot her guarantee may not be secured by any assets under a RUS
and/ or Rural Tel ephone Bank nortgage and nust be in formand
substance satisfactory to the Admnistrator. RUS nust receive the
letter of credit or other guarantee prior to the advance of any
zero-interest | oan funds.

8§1703.30  Approval of agreenents.

(a) The Adm nistrator nust approve any agreenents between
t he borrower and the owner(s) of the project, those undertaking
the project, or any internediary that will re-lend or transfer
the proceeds of the RUS funds, that the Admni strator deens
necessary.

(b) Borrowers nust obtain the Admnistrator's approval of
any loan, grant or security agreenent, nortgage or note between
t he borrower and the owner(s) of the project, those undertaking
the project or any internediary that will re-lend or transfer the
proceeds of the RUS funds, prior to the advance of RUS zero-
interest loan or grant funds to the borrower. The borrower nust
receive the Admnistrator's approval of the final draft version
of the docunents prior to their execution.

(c) Borrowers nust obtain the Admnistrator's witten
approval prior to revising or amending any | oan, grant or
security agreenent, nortgage or note that has been revi ened and
approved by the Adm nistrator pursuant to paragraph (b) of this
section. Additionally, the borrower nust obtain the
Admnistrator's witten approval prior to executing, revising or
amendi ng any ot her agreenent, in connection with the project,
bet ween the borrower and the owner(s) of the project, those
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undertaking the project or any internediary that will re-lend or
transfer the proceeds of the RUS funds.

(d) The borrower and the owner(s) of the project, or
t hose undertaking the project, should nake agreenents and prepare
docunents in accordance with all applicable | aws.

(Approved by the O fice of Managenent and Budget under control
nunber 0572 - 0090)

[57 FR 44317, Sept. 25, 1992, as anended at 59 FR 11711, WNar. 14,
1994; 59 FR 38341, July 28, 1994]

81703. 31 Transfer of enploynent or business.

The project nust not result primarily in the transfer of
any existing enpl oynent or business activity fromone area to
anot her .

81703. 32 Envi ronnental requirenents.

(a) Prospective recipients of zero-interest |oans or
grants shoul d consi der the potential environnental inpact of
their proposed projects at the earliest planning stage and pl an
devel opnent in a manner that reduces, to the extent practicabl e,
the potential to affect the quality of the human environnent
adversel y.

(b) Application for zero-interest |oans or grants for
project feasibility studies. For a proposal to fund a project
feasibility study, the only environnmental infornmation normally
required is whether or not the proposed project being studied or
anal yzed wll be located within an area protected under the
Coastal Barrier Resources Act (16 U S.C 3501 et seq.) Cenerally,
the use of Federal funds to pronote devel opnent on coast al
barriers is strictly limted by the Coastal Barriers Resources
Act .
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(c) Application for zero-interest loans or grants for a
project that is not considered project feasibility studies. (1)
The Admnistrator will review support materials in the
application and initiate an environnental review process pursuant
to 7 CFR part 1794. This process w Il focus on any environnental
concerns or problens that are associated with the project.

(2) The level and scope of the environnental review will
be determned in accordance with the National Environnenta
Policy Act of 1969 (NEPA), as anended, (42 U S.C 4321 et seq.),
the Council on Environnmental Policy for Inplenmenting the
Procedural Provisions of NEPA (40 CFR parts 1500 -- 1508), RUS s
environnental policies and procedures (7 CFR part 1794) and ot her
rel evant Federal environnental |aws, regul ati ons and Executive
O ders.

(3) Activity related to the project that will adversely
affect the environnent or limt the choice of reasonable
alternatives nmust not be undertaken prior to conpletion of RUS s
envi ronnental revi ew process.

81703. 33 O her consi derati ons.

(a) Equal opportunity and nondi scri mnation requirenents.
Al zero-interest loans and grants nmade under this subpart are
subject to the nondi scrimnation provisions of title VI of the
AGvil Rghts Act of 1964, as anended, (42 U S.C 1971 et seq.
1975a et seq., 2000a et seq.; 7 CFR part 15); section 504 of the
Rehabilitation Act of 1973, as anended, (29 U S.C 701 et seq.; 7
CFR part 15b); the Age D scrimnation Act of 1975, as anmended,
(42 U S.C 6101 et seq.; 45 CFR part 90); and Executive O der
11246, Equal Enpl oyment Qoportunity, (3 CFR 1964 -- 1965 Conp.,
p. 339) as anended by Executive Order 11375, Amendi ng Executive
O der 11246, Relating to Equal Enpl oynent Qoportunity (3 CFR
1966 -- 1970 Conp., p. 684).

(b) Architectural barriers. Al facilities financed with
RUS zero-interest loans or grants that are open to the public or
i n whi ch physically handi capped persons nay be enpl oyed or reside
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must be designed, constructed, and/or altered to be readily
accessi bl e to, and usabl e by handi capped persons. Standards for
these facilities nust conply with the Architectural Barriers Act
of 1968, as anended, (42 U S.C 4151 et seq.) and with the

Uni form Federal Accessibility Standards (UFAS), (Appendix Ato 41
CFR part 101.19, subpart 101 - 19.6).

(c) FH ood hazard area precautions. In accordance with 7
CFR part 1788, if the project is in an area subject to fl ooding,
fl ood i nsurance nmust be provided to the extent avail able and
requi red under the Flood D saster Protection Act of 1973, as
amended (42 U S.C 4001 et seq.). The insurance nust cover, in
addition to the buildings, any machi nery, equipnent, fixtures and
furnishings contained in the buildings. RUSwill conply with
Executive O der 11988, Fl oodpl ai n Managenent (3 CFR 1977 Conp.,
p. 117), and 81794.41 of this chapter, in considering the
application for the project. As set forth in 81794.41 of this
chapter, public notice is required if a project will be |ocated
in a floodplain.

(d) Uniformrelocation assistance. Relocations in
connection with this programare subject to 49 CFR part 24 as
referenced by 7 CFR Part 21, Uniform Rel ocation Assistance and
Real Property Acquisition for Federal and Federal |y Assisted
Prograns except that the provisions in Title Il1l, Uniform Real
Property Acquisition Policy, of the Uniform Rel ocati on Assi stance
and Real Property Acquisition Act of 1970, as anmended, (42 U. S C
4601 - 4655) (the ""WniformAct'') do not apply to this program

(e) Drug-free workplace. Gants nade under this program
are subject to the requirenents set forth in 7 CGFR part 3017,
subpart F, Drug-Free Wrkpl ace Requirenents, which inplenents the
Drug- Free VWorkpl ace Act of 1988 (41 U S.C 701 et seq.). A
borrower requesting a grant will be required to certify that it
w Il establish and make a good faith effort to naintain a drug-
free workpl ace program

(f) Debarment and suspension. The requirenents of
Executive O der 12549, Debarnent and Suspension (3 CFR 1986
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Conp., p. 189), and 7 CFR part 3017, subparts A through E
Gover nnent wi de Debar nent and Suspensi on ( Nonprocurenent),
regardi ng debarnent and suspension are applicable to this
program

(g) Intergovernnental review of Federal prograns. (1)
This programis subject to the requirenments of Executive O der
12372, Intergovernnmental Review of Federal Prograns (3 CFR 1982
Conp., p. 197) and 7 CFR part 3015, subpart V, |ntergovernmnental
Revi ew of Departnent of Agriculture Prograns and Activities,
whi ch inpl ements Executive O der 12372.

(2) Wth the exception of zero-interest |oans and grants
for project feasibility studies, proposed projects are subject to
the state and | ocal governnent review process set forth in 7 CFR
part 3015. Under the review process, state and | ocal governnents
have 60 days to comment on the proposed project.

(3) The Admnistrator will not give final approval to an
application until the requirenments of 7 CFR part 3015, subpart V,
regarding state and | ocal government review have been sati sfied.

(h) Restrictions on | obbying. (1) The restrictions and
requirenents inposed by 31 U S.C 1352, entitled ""Limtation on
Use of Appropriated Funds to Influence Certain Federal
Contracting and Financial Transactions'' and the inplenenting
regul ation, 7 CFR part 3018, New Restrictions on Lobbying, are
applicable to this programca 7v15. 018

(2) The regulation that inplenents this statute requires
applicants for a zero-interest |oan in excess of $150,000 and
applicants for a grant in excess of $100,000 to file a
certification statenent regarding the use of Federal appropriated
funds to | obby the Executive and Legi sl ative branches of the
Federal Governnent, and to file a disclosure formif engaged in
these activities using unappropriated funds.

(3) In addition, persons that receive contracts or
subcontracts in excess of $150, 000 under a zero-interest |oan and
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persons that receive subgrants, contracts or subcontracts in
excess of $100,000 under a grant are required to file
certification statenents regardi ng | obbyi ng the Executive and
Legi sl ati ve branches and, if engaged in these activities, to file
di scl osure forns.

8§1703.34  Applications.

(a) Borrowers nay file an application on any official
wor kday during the first 14 days of every nonth. A borrower nust
send a copy of the application, except for an application that
requests a zero-interest loan or grant for project feasibility
studies, to the state single point of contact for state and | ocal
governnents at the sane tine it submts the application to RUS
As discussed in 81703.33(g), state and | ocal governnents have 60
days to review a borrower's proposal before the Adm ni strator
gives final approval to an application, except a proposal for
project feasibility studies. The Admnistrator nay establish a
special application period if determ ned necessary.

(b) A conpleted application will consist of an origina
and two copies of:

(1) An application form The application nmust include a
conpl eted application form "~ Application for Federa
Assi stance,'' Standard Form 424;

(2) A board resolution. The application nmust include a
board resol ution that:

(1) Requests a zero-interest |oan and/or grant, including
the anount of the zero-interest |oan and/or the amount of the
grant rounded to the nearest 1,000 doll ars;

(i1) I'ncludes the total conbi ned defernent and repaynent
period requested for a zero-interest loan if less than 10 years;
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(iii) I'ncludes the board s endorsenent of the proposed
rural econom c devel opnent project as described in the
appl i cation;

(iv) States the proposed project does not violate
881703. 20 and 1703. 21; and di scloses any information regarding a
conflict of interest, potential conflict of interest, or
appearance of a conflict of interest that would allow the
Admni strator to nake an infornmed deci sion;

(v) Authorizes an official of the borrower to requisition
zero-interest |oan or grant funds under this program

(vi) For an application for a grant only, authorizes the
chi ef executive officer of the borrower to execute and deliver on
behal f of the borrower the certification Form AD 1049 regarding a
drug-free workpl ace programas required in part 3017, subpart F
of this title; and

(vii) Any other matters deened necessary by the
Adm ni strat or

(3) M scellaneous Federal forns. The application nust
include the foll owi ng conpl eted forns:

(i) FormAD 1047, ""Certification Regardi ng Debarnent,
Suspension, and G her Responsibility Matters -- Primary Covered
Transactions,'' as required in part 3015, subparts A through E of
this title; and

(ii1) Assurance statenent or certification statenent
requi red under the UniformAct as set forth in 81703.33(d). For
pass-t hrough-1 oans and pass-through-grants, the ultinate
reci pient of the proceeds of the RUS zero-interest |oan or grant
must sign the assurance statenent that it will conply with the
applicabl e provisions of the UniformAct or sign a certification
that the provisions of the UlniformAct will not apply to the
rural devel opment project which will be partially financed with
the proceeds of RUS funds. If the borrower will not provide a
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pass-t hrough-1 oan or pass-through-grant to another entity, the
borrower nmust submt a conpl eted assurance statenent or
certification regarding the applicable provisions of the Uniform
Act, or have such an assurance statenment on file at RUS

(4) Contingent certifications and disclosures. As
determned by the type and anount of requested funds, the
application nust include the follow ng conpl eted forns:

(i) For an application for a zero-interest |oan in excess
of $150,000 or for an application for a grant in excess of
$100, 000, a certification statenent, " "Certification Regarding
Lobbying,'' and, if the borrower is engaged in | obbying
activities described under 81703.33(h), a conpleted disclosure
form "D sclosure of Lobbying Activities''; and

(i1) For an application for a grant only, a conpleted
certification form ~ Certification Regarding Drug-Free Wrkpl ace
Requirenents (G ants),'' FormAD 1049 as required in part 3017,
subpart F of this title;

(5 Qher requirenments. The foll ow ng:

(i) Asection entitled "~"Selection Factors'' as set forth
in 81703. 35;

(ii) Asection entitled "~ "Project Description'' as set
forth in 81703. 36;

(i1i) Except for applications for project feasibility
studies, a section entitled " Environnental I|npact of the
Project'' as set forth in 81703. 37,

(iv) Mnitoring plan. For a pass-through | oan and/ or
grant, a copy of the Borrower's plan to nonitor the |oan and/or
grant and ensure that the requirenents of this subpart are net;
and
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(v) Scope of work. For an application for a | oan and/ or
grant, a proposed scope of work for the project.

(c) The Adm nistrator may request additional information
it considers relevant fromthe borrower.

(d) During the application review process, the borrower
may change the anount of the zero-interest |oan or grant funds
requested or other portions of its application, only if approved
by the Admnistrator. A borrower that changes its request froma
grant to a zero-interest |oan nust submt infornmation necessary
for the Admnistrator to evaluate a | oan proposal as set forth in
this subsection, and submt a new board resol ution requesting the
| oan.

(The information collection requirenents contai ned i n paragraph
(b) of this section were approved by the Ofice of Managenent and
Budget under control nunber 0572 - 0090)

[57 FR 44317, Sept. 25, 1992, as anended at 59 FR 11711, WNar. 14,
1994; 59 FR 38341, July 28, 1994]

§1703. 35 Section of the application covering the selection
factors.

The application nust contain a section addressing the
““selection factors'' consisting of the foll ow ng:

(a) " "Nature of the project'' (81703.46(g)(1)), which
i ncl udes any information considered appropriate including aspects
of the project that may not be obvious to an outside observer;

(b) "~ Job creation project'' (81703.46(g)(2)), which
includes any information that is not readily apparent concerning
whet her the project would directly create jobs in rural areas.
The nunber of the jobs and the basis for the job projection
shoul d be included under "~ Nunber of long-termjobs'';

Every effort has been nmade to ensure the accuracy of this
docunment. However, in case of discrepancies, the printed version
avail able from Government Printing Ofice is the authoritative
sour ce.



Page 49

7 CFR Part 1703
Qurrent as of January 1, 1995

(c) " Long-terminprovenents in econonic devel opnent’
(81703.46(g)(3)), which addresses the extent to which the project
w Il inprove the productive potential of the |abor force,
industrial plant, infrastructure, natural resources and
institutions by enpl oyi ng advanced technol ogy, creating higher-
skill ed occupations, adding higher value to natural resources,
creating jobs with higher-career potential, or is considered part
of a know edge intensive industry;

(d) ""Dversifying the rural econony or alleviating
under enpl oynment ' ' (81703.46(g)(4)), which includes any
information the borrower desires the Admnistrator to consider;

(e) "~ Supplemental funds'' (81703.46(h)(1)), which
i ncl udes the nane of each source and the respective anount of
suppl enental funds that was provided to the project within 6
nmont hs of submtting the application to RUS, and the anount that
wll be provided within two years of receiving RUS funds. Al so
indicate the nature and strength of the commtnents to nmake these
suppl enental funds avail abl e, when these funds are expected to be
di sbursed, any special terns and conditions associated with the
coommtnents, copies of the coormtnents, and, if established, the
interest rate, termand defernent period on any |oan for the
proj ect ;

(f) "~ Economc conditions and job creation'
(81703. 46(h)(2)), which includes:

(1) "~ Unenployment rates'' (81703.46(h)(2)(i)). List the
county or counties in which the project will be located. It is
not necessary to include the county, state or nati onal
unenpl oynent rates. RUS obtains these rates from ot her Federal
agenci es;

(2) " Per capita personal inconme'' (81703.46(h)(2)(ii)).
As with ~“Unenploynent rates,'' it is not necessary to include
the county, state or national per capita personal incone |evels;
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(3) ""Change in population'' (81703.46(h)(2)(iii)). It is
not necessary to include the county popul ation | evels;

(4) " MNunber of long-termjobs'' (81703.46(h)(2)(iv)).
| ncl ude the nunber of long-termjobs that the project wll
directly create in rural areas and the total project cost;

(5) " Community-based econom c devel opnent program
(81703.46(h)(2)(v)). Explain if the project is part of a
comuni ty- based econom ¢ devel opnent program and

(6) " "Plan for inproving the marketabl e skills of people
inrural areas'' (81703.46(h)(2)(vi)). Include information on any
witten plan for the project to provide opportunities or
incentives to inprove the marketable skills of rural residents
t hrough training and/or education. For projects that consist of
providing training or education, indicate howit wll benefit
rural residents;

(g) " Location'' (81703.46(h)(3)), which indicates
whet her or not the project will be located in a town and, if so,
the nane of the town;

(h) "~ Support for the program-- cushion of credit
paynents'' (81703.46(h)(4)), which nentions any cushi on of
credits paynents nmade recently in accounts at RUS

(i) "~ Denmonstration project'' (81703.46(h)(5)), which
i ncludes a discussion of any coomtnents fromthe owner(s) of the
project to be a denonstration project and a copy of the witten
commi t ment ;

(j) "~ Probability of success'' (81703.46(h)(6)), which
i ncl udes:

(1) "~ Oaners and nmanagenent of the project’
(81703.46(h)(6)(i)) that discusses how t he know edge, experience,
education and training of the proposed owners and nanagenent of
the project increases the |ikelihood of |ong-termsuccess; and
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(2) "Utimate recipient's business plan'
(81703.46(h)(6)(ii)), that references an attached copy of the
busi ness pl an.

(i) The plan shoul d i ncl ude:

(A) A description of the project;

(B) A description of the business, if applicable, its
products and the prospects of the industry;

(O Wat will be produced or acconpli shed,;
(D) The area to be served,

(E) Any nmarket research or narketing plan;
(F) Any operating plan;

(G Total project costs and projected use of funds by
pur pose or category;

(H Afinancial plan, including a feasibility study with
proj ected bal ance sheets, inconme statenments and cash fl ow
st at ement s;

(1) The source of supplenental funds, the nature and
strength of coomtnents fromother sources of financing, and the
equity contribution;

(J) The proposed ownershi p and nanagenent of the project;

(K) A description of any coordination with a | ocal
regi onal or state devel opnent organization; and

(L) G her relevant information.
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(i1) The scope of the plan should reflect the anount
requested in the application, the risks involved w th devel opi ng
and operating the project, and the overall cost of the project.
The pl an shoul d descri be any coordination with a |l ocal, regional
or state devel opnment organi zation.

81703. 36 Section of the application covering the project
descri pti on.

In general, this section should be nore detailed the
| arger the project for which the borrower is requesting funding.
The section of the application on the " project description'
nust i ncl ude:

(a) A description of the proposed project including the
nature of the project, the location of the project, organizations
that will be involved in the project and the prinary
beneficiaries of the project. Also include in this subsection a
statenment describing whether the borrower has or will have a
direct or indirect (through a subsidiary or affiliated
organi zation) ownership or simlar beneficial interest in the
facilities to be constructed or in the entity that will occupy or
utilize these facilities. In addition, explain whether it seens
likely that the proposed project will be undertaken or conpleted
in the absence of an RUS zero-interest |oan or grant;

(b) A separate paragraph entitled "~ Uses of RUS Funds and
Total Project Costs'', that includes a breakdown of the specific
uses of RUS funds and a breakdown of the specific uses of al
funds necessary to ensure conpletion of the project. Project
costs should be limted to the anount to be spent over the 2-year
period after receiving RUS funds;

(c) For a project that involves the establishnment of a
new venture, such as a rural business incubator or a simlar
start-up venture, a discussion of howthe costs of establi shing,
organi zing and arranging financing for the venture will be paid,
how start-up costs incurred after the venture has been
established will be paid, the expected sources of revenue
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necessary to sustain the project and revenue and expense
projections for the first 3 years of the project;

(d) If the borrower will provide a pass-through-1loan or
pass-through-grant to another entity, outline the terns and
conditions that the borrower intends to place on the recipient of
the RUS funds including the security arrangenents and col | at eral
on a zero-interest |oan. The di scussion of proposed security
arrangenents and col | ateral should reflect the anount requested
in the application, the risks involved w th devel opi ng and
operating the project, and the overall cost of the project;

(e) For pass-through-loans and pass-through-grants, a
description of the ultimate recipient, including the form of
organi zation and ownership (i.e., corporation, nonprofit
corporation, cooperative, partnership, sole proprietor), the
owner (s) and the chief officers;

(f) If the project involves construction, a brief
description of the construction necessary to nmake the project
operational and the organi zation involved with the project that
w Il be responsible for building the project facilities or having
them bui | t;

(g) A discussion of the manner in which the borrower
intends to nonitor the zero-interest |oan and/or grant proceeds
to ensure that they are used only for approved purposes; and

(h) If applicable, a discussion on any potential conflict
of interest or the appearance of a conflict of interest, a
clarification of any aspect of the project with respect to the
restriction that it nust not result primarily in the transfer of
any existing enpl oynent or business activity fromone area to
another or a clarification of any aspect of the project with
respect to limtations in 881703.20 and 1703. 21. _
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§1703. 37 Section of the application covering the environnental
i npact of the project.

(a) For a proposed project that only invol ves internal
nmodi fications or equiprent additions to buildings or other
structures (for exanple; relocating interior walls or adding
conputer facilities) and/or external changes or additions to
exi sting buildings, structures or facilities requiring physical
di sturbance of less than 0.4 hectare (0.99 acre), the
environnental information normally required is:

(1) A copy of a flood hazard zone map fromthe Federa
Emer gency Managenent Agency with the location of the project site
mar ked;

(2) A statenent of whether or not the proposed project
will be located within an area protected under the Coasta
Barrier Resources Act (16 U . S.C 3501 et seq.);

(3) A description of the internal nodifications or
equi prrent addi tions, and the external changes or additions to
existing buildings, structures or facilities being proposed, the
size of the site in hectares, and the general nature of the
proposed use of the facilities once the project is conpleted,
i ncl udi ng any hazardous materials to be used, created or
di scharged, any substantial amount of air em ssions, wastewater
di scharge, or solid waste that will be generated; and

(4) A statenment of whether the project site contains or
is near a property listed or eligible for listing in the National
Regi ster of Hstoric Places (16 U S. C 470).

(b) For all other proposed projects include:

(1) A copy of a flood hazard zone map fromthe Federa
Emer gency Managenent Agency with the location of the project site
marked (42 U.S.C 4001 et seq.);
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(2) A diagramshow ng the general |ayout of the proposed
facilities on the project site;

(3) The size of the project site in hectares;

(4) A nmap (preferably a U S GCeol ogi cal Survey map) of
the project area indicating the boundaries of the project;

(5) A statenment of whether or not the project wll be
| ocated within an area protected under the Coastal Barrier
Resour ces Act;

(6) The amount of property to be cleared, excavated,
fenced or otherw se disturbed by the project;

(7) The current | and use and zoning of the project site
and any vegetation on the project site;

(8) A description of buildings or other major structures,
i ncl udi ng di nensions, to be constructed or nodified;

(9) A statenment of whether the presence of wetlands or
existing agricultural operations are present at the project site
(7 CFR part 1794); whether properties listed or eligible for
listing in the National Register of Hstoric Places are on or
near the project site; whether threatened or endangered species
or critical habitat are on or near the project site (16 U S. C
1531 et seq.);

(10) The general nature of the proposed use of the
facilities once the project is conpleted, including any hazardous
materials to be used, created or discharged, any substanti al
amount of air emssions, wastewater discharge, or solid waste
that will be generated (7 CFR part 1794); and

(11) A copy of any environnmental review study,
assessnent, report or other docunent that has been prepared in
connection with obtaining permts, approvals or other financing
for the proposed project fromstate, |ocal or other Federal
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agencies. Such material, to the extent relevant, nmay be used to
fulfill the requirenents of this section.

(c) The Adm nistrator nay request additional
environnmental information in specific cases to satisfy 81703. 32.

8§81703.38 -- 1703. 44 [ Reserved]
81703. 45 Revi ew and anal ysis of applications.

Conpl eted applications received at RUS by the 14th day of
the nonth will be considered at the first selection date which
occurs at |east 40 days after the application was received.

Conpl eted applications received at RUS after the 14th day of a
month will be either be held for the next application period or
returned to the borrower, at the borrower's option. The review
period of at |east 40 days should allow sufficient tine for state
and | ocal governments to review the proposed projects under the
i ntergovernmental review process, as set forth in 7 CFR part
3015, and to provide sufficient tine for the Admnistrator to
fully review and anal yze these applications. In the event state
and | ocal government review has not been conpl eted, the

Admni strator's approval may be contingent upon the review being
satisfactorily docunented. The Adm ni strator reserves the

di scretion to consider applications outside the nornal selection
peri od.

81703. 46 Docunenting the eval uation and sel ection of
applications for zero-interest |oans and grants.

(a) The Admnistrator will only consider for selection
applications that request funds for purposes as set forth in
881703. 17 and 1703.18 and are not ineligible under 81703. 20, as
determned by the Admnistrator. The Admnistrator wll not
consi der applications that do not conformwth all of the
provisions of this subpart, as determned by the Adm nistrator.
The Admnistrator will nmake the determnation of all nunbers,
dollars, levels and rates, as well as the nature, costs, location
and other characteristics of the proposed project, to calculate
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t he nunber of points assigned to an application for each
selection factor. Applications for zero-interest |oans and grants
will be ranked separately. In addition, applications requesting
less than 5 percent of the total project costs as provided in
81703.25 wil|l be ranked separately, subject to 81703.46(j). The
Admnistrator will select applications that receive the greatest
nunber of total points under paragraphs (f) and (g) of this
section, subject to available funds and the provisions of
881703. 25, 1703.46(i), and 1703.46(j).

(b) After reviewing an application, the Admnistrator nay
decline to select an application:

(1) That would result in a conflict of interest or the
appearance of a conflict of interest;

(2) Based on the managenent and financial situation of
the borrower applying for the zero-interest loan or grant. In
determning the borrower's financial situation, the Adm nistrator
w || consider, anong other things, the borrower's existing and
projected cash flows, equity to asset ratios, tines interest
earned rati os, debt service coverage ratios, the level of its
investnents, the level of its cash and other liquid assets, its
wor ki ng capital and repaynent of its debts;

(3) Based on a determnation that limtations under state
laws will lessen the likelihood of repaynent of the RUS zero-
interest loan in the event that the borrower does not receive
funds fromthe project necessary to cover the RUS zero-interest
| oan paynents;

(4) Based on the unw | | ingness of the borrower applying
for the zero-interest loan or grant to exercise diligence in
repayi ng RUS | oans or | oan guarantees, and conply with RUS s
| egal docunents and regul ati ons;

(5) For an otherw se eligible project when any of the
revenues of the project are derived froma | egalized ganbling
activity; or
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(6) For any illegal activity.

(c)(1) The Admnistrator will first evaluate the
application and the project with respect to the three factors in
this paragraph. The Admnistrator will not select applications
requesting funds for projects that in the Admnistrator's best
j udgnent have a | ow probability of:

(i) Being a viable business or operation;

(i1) Being successful as neasured by long-termjob
creation or retention; and

(iii) Producing | ong-termeconomc devel opnent in rural
ar eas.

(2) The Admnistrator's determnation in paragraph (c) of
this section will be based on the ultinmate recipient's
feasibility studies, incone statenents, cash flow statenents,
exi sting and projected bal ance sheets, market research, job
creation potential, industry trends, and current economc
conditions given the nature of the project. Long-termjob
creation and economc devel oprment in rural areas as used for this
factor will nean jobs or econom c devel opnent that woul d
generally be expected to |last at |east five years.

(d) The Admnistrator will not award poi nts under the
sel ection factors in paragraphs (f) and (g) of this section for
applications that:

(1) Involve the purchase land that will not be devel oped
or used as a site for a project structure during the current
phase of the project, as determned by the Adm nistrator;

(2) WIIl be used for residential purposes or
entertai nment purposes at the residential |evel, such as
residential dwellings and land sites, facilities to provide
entertai nment television, or personal, non-business related
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vehi cl e(s); however, nursing homes providing nedical care, as
determned by the Admnistrator, will not be considered to be
resi dential dwellings;

(3) WIIl be used primarily to finance the purchase of an
est abl i shed business or operation rather than for economc
devel opnment in rural areas or job creation purposes; or

(4) WII be used primarily to transfer property or real
estate between owners wi thout making any inprovenents or
additions that will pronote econom c devel opnent in rural areas
or job creation.

(e) After the above determ nations, the Adm nistrator
will evaluate the applications and assign points with respect to
the factors in paragraph (f) of this section. Applications
eval uat ed under paragraph (f) of this section that do not receive
at least 35 points or are not within the top 75 percent when al
applications being assigned points are ranked fromhigh to | ow by
total nunber of points will not be evaluated with respect to the
factors in paragraph (g) of this section. The only exception to
this eval uation process would be the Admnistrator's
determnation that additional applications nust be selected in
accordance with 81703.14. After such a determnation, the
remai ni ng applications evaluated in paragraph (f) of this section
w Il be also eval uated under the factors in paragraph (g) of this
secti on.

(f) Selection factors pertaining to the type of project.
The nunber of points assigned for each selection factor will be
determned as foll ows:

(1) Nature of the project. The extent to which the nature
of the project will pronote econom c devel opnent in rural areas
and/or job creation -- up to 50 points. The determnation for
this factor will be based on whether the project:

(i) Is considered a start-up, expansion, or enhancenent
of a business, a business incubator, an industrial building or
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park, infrastructure necessary to connect these types of projects
to existing infrastructure, necessary for the devel opnent and
operation of these types of projects, or, inthe Admnistrator's
determnation, basic infrastructure necessary for successful

busi nesses in the rural econony;

(i) WII provide technical assistance to rura
busi nesses or rural residents, train or educate rural residents,
pronot e econom ¢ devel opnent in rural areas on a non-profit
basis, or provide nedical care to rural residents; and

(iii) WII succeed as envisioned in the application, and
the possibility that the owners or operators may becone
del i nquent on their | oan paynents.

(2) Job creation project. The extent to which the project
will directly lead to job creation given the size of the project
and the anmount of RUS funds requested or the project is necessary
for job creation -- up to 25 points. As part of the
determnation, the Admnistrator will consider whether the
project will provide |ong-termenploynent for rural residents.
For industrial parks, industrial buildings, and simlar projects,
the Admnistrator will consider whether the application includes
information on businesses or tenants that will occupy the
bui I ding(s) and the nature and extent of the commtnents to use
the buildings in determning the nunber of points to award. The
Adm nistrator will also consider the probability that the project
will not result in job creation as envisioned in the application
in terns of both the nunber of jobs and the duration of the jobs.

(3) Long-terminprovenents in econom c devel oprent .
Projects that lead directly to an increase in long-term

productivity and per capita income in rural areas -- up to 25
points. The Admnistrator's determnation will be based on the
extent to which the project will inprove the productive potenti al

of the labor force, industrial plant, natural resources,
institutions, and infrastructure necessary for economc
devel opnment and job creation by utilizing advanced technol ogy,
creating higher skilled occupations, creating jobs wth higher

Every effort has been nmade to ensure the accuracy of this
docunment. However, in case of discrepancies, the printed version
avail able from Government Printing Ofice is the authoritative
sour ce.



Page 61

7 CFR Part 1703
Qurrent as of January 1, 1995

career potential or jobs that are considered part to be of a
know edge intensive industry, or adding higher value to natural
resources. In considering infrastructure projects, the
Admnistrator will award points only for the facilities, such as
water and sewer facilities, that will serve and are necessary for
commercial activities described under this factor.

(4) Dversifying the rural econony or alleviating
under enpl oynent. Projects that in the judgenent of the
Adm nistrator will diversify the rural economc base or assist in
al l eviating chroni c underenpl oynment for rural residents -- 10
poi nts. The Admnistrator will assign points only to the extent
the application contains convincing evidence pertaining to this
factor.

(g) Gher selection factors. The nunber of points
assigned for each selection factor will be determned as foll ows:

(1) Supplenmental funds. (i) A determ nation of the anount
of suppl enmental funds provided or to be provided to the project
fromthe project owner in the formof equity funds, private
sources, state and | ocal governnent sources, other Federa
Gover nnent sources, the borrower or other sources of funds. The
suppl enental funds used in this cal culation nust be disbursed to
the project during the period covering six nmonths prior to the
receipt of the application by RUS and two years after the first
advance of RUS funds for the project. Supplenental funds nust be
commtted to the project before RUS will advance its funds. RUS
| oan or grant funds fromthe borrower or RUS | oan or grant funds
fromany other organization will not be included in the
cal culations. The Admnistrator will determne what constitutes
expenditures on the project. If supplenental funds as a
percentage of the RUS zero-interest |oan and/or grant to be
provided to the project is:

(A Equal to 20%-- 10 points, the m ni num nunber of
poi nt s;

(B) Equal to 100%-- 20 points;
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(O Equal to 500%-- 30 points, the naxi mnum nunber of
poi nt s.

(i) Ratios of supplenental funds to RUS funds falling
bet ween these |l evels will be assigned points based on a straight-
line interpolation calculated to the nearest whole point. The
result will be rounded based on the standard convention of a
fraction of 1/2 or greater equals 1.

(2) Economc conditions and job creation. (i) A
conparison w ll be nade of the unenpl oynment rate in the county
where the project will be located to the state and nationa
unenpl oynent rates.

(A If the unenploynment rate in the county where the
project will be |ocated exceeds the National unenpl oynent rate by
30 percent or nore -- 10 points, the maxi num nunber of points
awar ded.

(B) If the unenploynent rate in the county where the
project will be located is equal to the National unenpl oynment
rate -- 5 points.

(O If the unenploynent rate in the county where the
project will be located is equal to or |less than 75 percent of
the National unenploynent rate -- 0 points.

(D) If the unenploynment rate in the county where the
project will be |ocated exceeds the state unenpl oynment rate by 30
percent or nore -- 8 points, the maxi nrum nunber of points
awar ded.

(E) If the unenploynent rate in the county where the
project will be located is equal to the state unenpl oynent rate -
- 4 points.
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(F) If the unenploynment rate in the county where the
project will be located is equal to or |less than 75 percent of
the state unenpl oynent rate -- 0 points.

(G For both the state and national unenpl oynent rate
calculations, rates falling between the levels will be assigned
poi nts based on straight-line interpolation calculated to the
nearest whole point. The result will be rounded based on the
standard convention of a fraction of 1/2 or greater equals 1. If
the project will be located in several counties, the
Adm nistrator will use a sinple average (nean) of the counties
for the conparison. The Admnistrator will use the average of the
nost recent twel ve nonths of unenpl oynent rates it has obtained
fromthe Bureau of Labor Statistics, US. Departnment of Labor or
ot her governnent sources and processed into a suitable fornat.

(i) A conparison will be nmade of the per capita personal
inconme in the county where the project will be located to the
state and national per capita personal incone |evels.

(A If the per capita personal incone |evel in the county
where the project will be located is | ess than or equal to 90
percent of the National per capita personal incone |evel -- 10
poi nts, the maxi num nunber of points awarded.

(B) If the per capita personal incone |evel in the county
where the project will be located is equal to the National per
capita personal inconme |evel -- 5 points.

(O If the per capita personal incone |evel in the county
where the project will be |ocated exceeds the National per capita
personal income |evel by 15 percent or nore -- 0 points.

(D) If the per capita personal incone |evel in the county
where the project will be located is |l ess than or equal to 90
percent of the state per capita personal incone |evel -- 8
poi nts, the maxi num nunber of points awarded.
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(BE) If the per capita personal incone |evel in the county
where the project will be located is equal to the state per
capita personal inconme |evel -- 4 points.

(F) If the per capita personal incone |evel in the county
where the project will be |ocated exceeds the state per capita
personal income |evel by 15 percent or nore -- 0 points.

(G For both the state and national per capita persona
i nconme cal cul ations, incomes falling between the levels will be
assi gned poi nts based on straight-line interpolation cal cul ated
to the nearest whole point. The result will be rounded based on
the standard convention of a fraction of 1/2 or greater equals 1.
If the project will be located in several counties, the
Adm nistrator will use a sinple average (nean) of the counties
for the conparison. The Admnistrator will use the nost recent
annual per capita personal incone levels it has obtained fromthe
Bureau of Econom c Analysis, U S Departnent of Commerce or ot her
gover nment sources and processed into a suitable format.

(iii) Acalculation will be nmade of the change in total
popul ati on over the nost recent two-year period in the county
where the project will be | ocated. The popul ati on change will be
the based on the total percentage change over the two-year period
calculated as follows: the population for the nost recent year
| ess the popul ation as of two years prior to that year with the
di fference being divided by the popul ation as of two years prior
to the nost recent year

(A If the percentage growth over the two-year period is
negati ve 2. 00 percent or higher negative anmount (a popul ation
decline) -- 8 points, the maxi num nunber of points.

(B) If the percentage growth over the two-year period is
equal to zero or is positive (popul ation increase) -- 0 points.

(O Popul ation growt h percentages falling between these
| evel s will be assigned points based on straight-Iine
interpolation calculated to the nearest whol e point. The result
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wi Il be rounded based on the standard convention of a fraction of
1/2 or greater equals 1. If the project will be located in
several counties, the Admnistrator will use a sinple average
(rmean) of the counties for the conparison. The Admnistrator will
use the nost recent popul ation data for all counties it has

obtai ned fromthe Bureau of Economc Analysis, U S. Departnent of
Commer ce or ot her governnent sources and processed into a
suitable fornmat. The data provide one popul ation figure for the
year.

(iv) The nunber of long-termjobs that the project wll
directly create in rural areas.

(A For five or nore direct long-termjobs per $100, 000
of total project costs -- 15 points, the maxi mum nunber of points
awar ded.

(B) For two direct long-termjobs per $100, 000 of total
proj ect costs -- 8 points.

(O For no direct long-termjobs -- 0 points.

(D) Drect, long-termjobs under this factor are jobs
that woul d generally be expected to |last at |east five years.
Long-termjobs that woul d provide 6 nonths per year of equival ent
full-time enploynment will be counted under this factor. Long-term
jobs that woul d provide fewer nonths of enpl oynent woul d be given
poi nts based on the ratio of the nunber of nonths per year of
enpl oynent to 12 nonths. Jobs of at |east 20 hours per week will
be counted under this factor. For construction of an industrial
bui | di ng, extension of water and/or sewer lines to a building, or
a simlar project, the Admnistrator will require a reasonabl e
anal ysis of the nunber of jobs that will be created before
awardi ng points for this factor. The Admnistrator reserves the
right to adjust the nunber based on its analysis of the project,
the explanation in the application of the businesses that wll
locate in the building(s), and any conmtnents from businesses to
locate in the building(s). This factor will not count indirect
job creation that results froman overall increase in the |oca
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econony once the project is conpleted. If total project costs per
job falls between these |evels, points will be assigned based on
straight-line interpolation calculated to the nearest whol e
point. The result will be rounded based on the standard
convention of a fraction of 1/2 or greater equals 1.

(v) Projects that are part of a |ocal, community-based
rural econom c devel opnent programthat woul d i nprove the | oca
econony and enhance the wel | -being of rural residents -- 10
poi nts. The determnation will be based on informati on submtted
by the borrower in its application and other information the
Adm ni strator considers appropriate.

(vi) Projects that have a witten plan to provide
opportunities or incentives to inprove marketable skills for
rural residents through training and/or education, or projects
whi ch consist of providing this training and/or education -- 5
poi nt s.

(3) Location. Projects that will be physically in a rural
area -- 20 points.

(4) Support for program-- cushion of credit paynents.
(i) Applications submtted by borrowers that have nmade cushi on of
credit paynents as set forth in section 313 of the Act based on
the fol |l ow ng:

(A) If the borrower has $300, 000 or three percent of
total assets, whichever is less, in cushion of credit paynents --
15 points;

(B) If the borrower has $100, 000 or one percent of total
assets, whichever is less, in cushion of credit paynents -- 10
poi nt s;

(O If the borrower has at |east $5,000 or 0.5 percent of
total assets, whichever is less, in cushion of credit paynents --
5 points.
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(i1) The amount of cushion of credit paynents wll be
based on the anount at the tine the Admnistrator eval uates the
project. The calculation of a borrower's total assets wll be
based on RUS' s nost recently published Statistical Report, Rural
Bl ectric Borrowers (RUS Infornational Publication 201 - 1) or
Statistical Report, Rural Tel ephone Borrowers (RUS I nfornational
Publication 300 - 4). These publications are available fromthe
Rural Wilities Service, Admnistrative Services D vision,
Washi ngt on, DC 20250. If the anount of cushion of credits
paynents falls between these | evels, points will be based on a
straight-line interpolation calculated to the nearest whol e
point. The result will be rounded based on the standard
convention of a fraction of 1/2 or greater equals 1.

(5) Denonstration project. If the application contains a
witten coomtnent fromthe owner(s) of the project that the
project will be a denonstration project -- 5 points.

(6) Probability of Success. (i) The know edge,
experience, education and training of the proposed owners and
managenent of the project -- up to 10 points.

(i) The ultinmate recipient's business plan and
indications that the project wll successfully result in economc
devel opnent in rural areas and/or job creation -- up to 40
poi nts. The Admnistrator's eval uati on of the success of the
project will be based on indications in the application and RUS s
anal ysis that the project will be a viable business or operation
be successful in creating or retaining |long-termjobs, and be
successful in produci ng econom c devel opnent that will result in
long-termbenefits to rural areas. The plan shoul d i ncl ude:

(A) A description of the project;

(B) A description of the business, if applicable, its
products and the prospects of the industry;

(O Wat will be produced or acconpli shed,;
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(D) The area to be served,
(E) Any nmarket research or marketing plan;
(F) Any operating plan;

(G Total project costs and projected use of funds by
pur pose or category;

(H Afinancial plan, including a feasibility study with
proj ected bal ance sheets, inconme statenments and cash fl ow
st at ement s;

(1) The source of supplenental funds, the nature and
strength of coomtnents fromother sources of financing, and the
equity contribution;

(J) The proposed ownershi p and nanagenent of the project;

(K) A description of any coordination with a | ocal
regi onal or state devel opnent organization; and

(L) G her relevant information.

(iii) The Adm nistrator expects the ultimate recipient's
busi ness plan referenced in paragraph (g)(6)(ii) of this section
to be conparable to a plan nornally submtted to a bank for |ong-
termfinancing. In evaluating an application for this selection
factor, the Admnistrator will consider the probability that the
project will result in |ong-termeconomc devel opnent in rural
areas and/or job creation as envisioned in the application.

(iv) Quality and conpl eteness of borrower's initial
application submtted to RUS -- up to 10 points. The
Adm nistrator's determnation will be based on the conpl et eness
and quality of the application as neasured by the additi onal
information required fromthe borrower to conplete the anal ysis.
For a pass-through | oan and grant, the quality of the Borrower's
plan to nonitor the | oan and grant and assure that the

Every effort has been nmade to ensure the accuracy of this
docunment. However, in case of discrepancies, the printed version
avail able from Government Printing Ofice is the authoritative
sour ce.



Page 69

7 CFR Part 1703
Qurrent as of January 1, 1995

requi renents of this subpart and 7 CFR parts 3015 and 3016 are
met will al so be consi dered.

(7) Special economc status. The Adm nistrator has the
di scretion to designate special economc status (up to 25 points)
to applications submtted by borrowers that have docunented one
or nore of the following four conditions in one or nore
county(ies) to be served by the proposed project:

(i) A designation of disaster area by the President of
the United States which has been so designated within three years
prior to applying to RUS

(ii) The loss, renoval, or closing of a major source or
sources of enploynment in the last 3 years which causes an
i ncrease of 2 percentage points or nore in the area' s nost recent
unenpl oynent rate conpared with the period i nmedi ately before the
di sl ocati on;

(i1i) Chronic or long-termeconomc deterioration
docunented by one or both of the follow ng conditions:

(A An unenpl oynent |evel equal to or greater than 1.5
times the National average unenpl oynent percentage from4 out of
the last 5 years, starting with the nost current statistics
avai | abl e. The applicant, when cal cul ati ng recent years'
unenpl oynent percentages, should conpare county statistics with
the National Average unenpl oynent for the correspondi ng year.
Statistics on unenpl oynent will be based on figures provided by
the U S. Bureau of Labor Statistics. However, the Adm nistrator
may, at his discretion, also consider verifiable, published State
statistical data provided by the applicant in situations where
county-w de statistical data is not representative of |ocal
conditions. Such statistical data nust be part of a recognized
dat abase which reflects information for other areas within the
St at e;
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(B) A 15%1 0oss of popul ation due to out-mgration over
the nost recent 10-year decenni al census, based on the U S
Bureau of the Census decenni al dat a;

(iv) A designation as a Rural Enpowernent Zone or Rural
Enterprise Community by the Enpower ment Zone Program aut hori zed
by Section 13301 of the Qmibus Reconciliation Act of 1993,
Public Law 103 - 66 (107 Stat. 312), 26 U S. C 1391 - 1393.

(h) Qutline of selection factors. The selection factors
contained in 881703.46(f) and 1703. 46(g) and the maxi mnum nunber
of points that may be assigned to each is |isted bel ow

(1) Nature of the project -- 50 points;

(2) Job creation project -- 25 points;
_ (3) Long-terminprovenents in economc devel opnent -- 25
poi nt s;
(4) Dversifying the rural econony or alleviating
under enpl oynent -- 10 points;
(5) Supplenmental funds -- 30 points;
(6) Econom c conditions and job creation:
(i) Unenpl oynment rates -- 18 points;
(ii) Per capita personal incone -- 18 points;
(iii) Change in popul ation -- 8 points;
(iv) Nunber of long-termjobs -- 15 points;
e (v) Comunity-based econom ¢ devel opnent program-- 10
poi nt s;
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(vi) Plan for inproving the nmarketable skills of people
inrural areas -- 5 points;

(7) Location -- 20 points;

(8) Support for program-- cushion of credit paynents --
15 points;

(9) Denonstration project -- 5 points;

(10) Probability of success:

(i) Oaners and nmanagenent of the project -- 10 points;
(ii) Utimate recipient's business plan -- 40 points; and

(i1i) Conpleteness of borrower's initial application --
10 points;

(11) Special economc status -- 25 points.

(i) Regardl ess of the nunber of points assigned to a
borrower's application, the Admnistrator may:

(1) Limt the nunber of applications selected in any one
state during any fiscal year to the ratio of borrowers in that
state to the total nunber of borrowers multiplied by three, or
ten percent of the total nunber sel ections that have been nade
during the current fiscal year, or ten, whichever is greatest.
The nunber of borrowers will be determned as of the | atest
published RUS statistical reports (Statistical Report, Rural
Bl ectric Borrowers, RUS Informational Publication 201 - 1 and
Statistical Report, Rural Tel ephone Borrowers, RUS |Infornational
Publication 300 - 4. These publications are available fromthe
Rural Wilities Service, Admnistrative Services D vision,
Washi ngt on, DC 20250);

(2) Limt a borrower to one sel ected application during
any sel ection peri od;
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(3) Limt the nunber of applications selected for a
particul ar project;

(4) Alocate avail able funds between applications from
electric and tel ephone borrowers;

(5) Select an application receiving fewer points than
another application if there are insufficient funds during a
particul ar budget period to select the higher ranked application;
except that the Admnistrator may ask the borrower that submtted
t he higher ranked application if it desires to reduce the anount
of its application to the anount of funds avail able. The
reduction may require additional supplenmental funds to ensure a
successful project. Based on infornmation the borrower provides,
the Admnistrator will re-analyze the project to ensure that the
project will still be feasible with reduced funding; or

(6) Select the highest ranking applications for funds to
finance projects that the Admnistrator classifies as project
feasibility studies.

(j) During each selection period, the highest ranking
application fromanong the applications requesting |l ess than 5
percent of the total project costs as provided in 81703.25 w ||
be considered with the applications requesting 5 percent or nore
of total project costs.

(k) The Admnistrator reserves the right to use the
region or data it considers nost appropriate if “~“county'' data
are unavail able for a particul ar area.

[57 FR 44317, Sept. 25, 1992, as anended at 59 FR 11711, WNar. 14,
1994; 59 FR 38341, July 28, 1994; 59 FR 53931, Cct. 27, 1994]

881703.47 -- 1703.57 [Reserved]

81703. 58 Post sel ection peri od.
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(a) RUSwll informa borrower whether the Adm nistrator
has selected its application. The advance of RUS funds after the
sel ection has occurred is contingent upon the borrower neeting
any terns and conditions the Admnistrator determnes are
necessary. A borrower that submtted an application which was not
selected wll be asked to informRUS whether it desires to be
reconsidered at a later date. The borrower nay nodify the
application after it has been considered w thout resubmtting al
the required material in an application, except if it changes the
request froma grant to a zero-interest loan it nust submt
information necessary for the Admnistrator to evaluate a | oan
proposal as set forth in 881703.35 and 1703. 36 and submt a new
board resolution requesting a loan. If the borrower so desires,
the Admnistrator will consider an application for up to one year
after the date RUS originally received the application. A
borrower may submt new applications as often as it desires.

(b) During the period between the sel ection of the
application and the execution of RUS s | egal docunents, the
borrower nust informthe Admnistrator if the project is no
| onger viable or the borrower no | onger desires a zero-interest
loan or grant for the project. Upon a determnation by the
Adm nistrator to that effect, the selected application will be
consi dered cancel | ed.

(c) If an application has been sel ected and the nature of
the project changes, as determned by the Admnistrator, the
borrower may be required to submt a new application to RUS for
consi deration. The selection may not be transferred to anot her
project, as determned by the Admnistrator. At any tine after
the selection of an application, the Adm nistrator may, upon a
request fromthe borrower and recei pt of any docunentation the
Adm ni strator consi ders necessary, approve changes in the nethod
of carrying out the purpose of the project as long as the overal
pur pose of the project remains the sane, revise the anount of the
zero-interest loan and/or grant, revise the loan naturity date
and princi pal defernent period and nake ot her adjustnents. The
Adm ni strator may reduce the amount of the RUS | oan or grant to
reflect reductions in the anount of supplenental funds to be
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provided to the project. For substantial reductions in anount of
suppl enental funds to be provided to the project, the
Admnistrator may require the borrower to re-apply for the RUS

| oan or grant funds.

(d) If state or local governnents raise objections to a
proposed project under the intergovernmental review process that
are not resolved within three nonths of the Admnistrator's
sel ection of the application, the Admnistrator may consider the
sel ection of the application cancell ed.

81703. 59 Fi nal application processing and | egal docunents.

(a) After a borrower has submtted all information the
Adm ni strator determnes is necessary for the selected
application, RUSw |l send the necessary | egal docunents to the
borrower to execute and return to RUS. The | egal docunents will
include a letter of agreenent and any | egal docunents the
Adm ni strator deens appropriate, including any | oan agreenents,
notes, security instrunents, certifications or |egal opinions.
The letter of agreenent will, anong other things, constitute the
Adm ni strator's approval of funds for the project subject to
certain terns and conditions as determ ned by the Adm ni strator,
and include a project description, approved purposes of the zero-
interest |loan and/or grant, the maxi num anmount of zero-interest
| oan and/or grant, supplenmental funds to be provided to the
project and certain agreenents or conmtnents the borrower
proposed in its application.

(b) The Adm nistrator has the discretion to include as an
approved purpose the rei nbursenent of short-termfinancing and
expenditures that were used for costs incurred on the project in
accordance with 81703.20(a)(2).

(c) If the borrower fails to submt within one nonth from
the date of the Admnistrator's selection of an application al
of the information that the Admnistrator determnes to be
necessary for RUS to prepare | egal docunents, the Admni strator
may consi der the selection of the application cancell ed.
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81703. 60 [ Reserved]
8§1703. 61 Di sbursenent of zero-interest |oan and grant funds.

(a) RUS will disburse zero-interest |oan funds to the
borrower whi ch nust di sburse zero-interest | oan proceeds to the
proj ect for approved purposes in accordance with the | ega
document s executed by the Adm nistrator and the borrower and
applicabl e RUS regul ati ons. The borrower nust nake paynents on a
zero-interest loan as set forth in the | egal docunments executed
by the Adm nistrator and the borrower. The Borrower or project
owner's share in the cost of the project nust be utilized in
advance of RUS zero-interest |oan funds, or upon RUS approval, on
a pro-rata distribution basis with | oan funds during the
di sbursenment period. The Borrower or project owner will not be
permtted to provide its contribution at the end of the | oan
di sbur senment peri od.

(b) RUS will disburse grant funds to the borrower which
nmust di sburse grant proceeds to the project for approved purposes
in accordance with the provisions of 7 CFR part 3015 and 7 CFR
part 3016, as appropriate, the | egal docunents executed by the
Adm ni strator and the borrower, and applicable RUS regul ati ons.
Prior to the disbursenment of grant funds under this subpart, the
Borrower will provide evidence of fidelity bond coverage as
required by 7 CFR 3015.17. The grant portion of a pass-through
zero-interest loan and grant will be disbursed to the Borrower on
a rei nbursenent basis after all other project funds have been
utilized and evidence is provided that the project has been
conpleted. Grants to Borrowers for establishnent of revolving
loan funds will be disbursed in accordance with 81703.22 of this
subpart.

(c) If the borrower fails to satisfy all conditions,
requirenents, and terns prerequisite to the advance of zero-
interest loan and/or grant funds as set forth in the letter of
agreenent or other RUS | egal docunents within 120 days fromthe
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date the borrower signs the letter of agreenent agreeing and
accepting the conditions, requirenents, and terns of the RUS
zero-interest |oan and/or grant, or such later date as the
Adm ni strator may approve, the Admnistrator nmay rescind the
zero-interest loan and/or grant commtnent.

(d) During the period between the execution of RUS s
| egal docunents and the di sbursenent of funds, the borrower nust
provide the Admnistrator witten notification if the project is
no |l onger viable or the borrower no | onger desires a zero-
interest loan or grant for the project. After RUS has received
the borrower's notification, the Admnistrator will rescind the
commi t ment .

(e) The borrower nust return to RUS all proceeds of the
zero-interest |oan and/or grant, including any interest earned on
the funds being returned, which have not been | ent or disbursed
by the borrower for approved purposes during the six nonths
foll owi ng the advance of the loan or grant funds fromRUS to the
borrower, or such later date as the Admnistrator may approve. I|f
the project is under the control of the borrower, all proceeds of
the zero-interest |oan and/or grant nust be returned to RUS
including any interest earned on the funds being returned, which
have not been expended by the borrower for approved purposes
before the first anniversary of the date of the advance of the
loan or grant funds fromRUS to the borrower, or such |ater date
as the Admnistrator may approve. Authorization of any extension
rests solely within the discretion of the Admni strator

[57 FR 44317, Sept. 25, 1992, as anended at 59 FR 11712, WNar. 14,
1994]

881703.62 -- 1703. 65 [ Reserved]
81703. 66 Revi ew and ot her requirenents.

(a) RUS will review borrowers receiving zero-interest
| oans or grants, as necessary, to ensure that funds are expended
for approved purposes. Borrowers receiving zero-interest |oans or
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grants nust nonitor the project to the extent necessary to ensure
that the project is in conpliance with all applicable

regul ations, including ensuring that funds are expended for
approved purposes. The borrower is responsible for ensuring that
di sbursenments and expenditures of funds are properly supported
with certifications, invoices, contracts, bills of sale, or any
other fornms of evidence determ ned appropriate by the

Admni strator and that such supporting naterial is available, at
the borrower's premses, for review by the RUS field accountant,
borrower's certified public accountant, the Cfice of Inspector
Ceneral, the General Accounting O fice and any ot her account ant
conducting an audit of the borrower's financial statenents or
this rural econom c devel opnent program Borrowers will be
required to permt RUS to inspect and copy its records and
docunents that pertain to the project.

(b) The Borrower nust require the recipient of a pass-
through |l oan and grant to provide an itemzed list to the
Borrower that shows the expenditures nmade on the project for
approved purposes, including a certification to that effect. The
Borrower will also require the recipient to attach invoices,
receipts, bills of sale, and other evidence representing the
itens on the list of expenditures that at |east total the anount
of the RUS zero-interest |loan and grant. In addition, the
Borrower will also require the recipient to furnish a record of
item zed recei pts showi ng total project costs in such detail that
will permt auditors to establish the RUS fundi ng percent age.

RUS s |l egal agreenents will include the terns and conditions that
the Borrower nust require in its agreement with the recipient of
a pass-through | oan and grant covering the use and i ntended
schedul e of expenditures of the |oan funds.

(c) RUS s legal docunents may require the borrower to
include inits legal docunents with the recipient of a pass-
through | oan or a pass-through-grant the requirenent to expend
the funds for approved purposes by a certain date specified in
RUS s | egal docunents or return to the borrower all funds that
have not been expended by such date. The borrower nust pronptly
return to RUS all unexpended funds that the recipient returns to
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the borrower under the terns set forth in the | egal docunents
execut ed between the Admnistrator and the borrower. The borrower
may request an extension due to delays in the project.

Aut hori zation of any extension rests solely within the discretion
of the Admnistrator.

(d) The | egal docunents executed between the Borrower and
the Admnistrator in connection with a zero-interest |oan and/ or
grant nust contain certain provisions giving the Adm ni strator
discretionary rights and renedies in the event a Borrower fails
to conply with this subpart, other Federal regul ations and
statutes, or the terns, conditions and requirenments of the
executed | egal docunents. Regardl ess of any right or renedy the
Adm ni strator chooses to assert, if the Borrower uses any zero-
interest |oan and/or grant funds other than for approved
pur poses, the Borrower will be required to return to RUS the
amount used for unapproved purposes. An unaut horized zero-
interest |oan anmount which is returned will be considered a
prepaynent on the RUS note.

_ (e) Borrowers receiving zero-interest |oans and/or grants
will be subject to a rural econom c devel opnent review of zero-
interest |oan and grant funds.

(f) The borrower nust pronptly notify the Adm ni strator
inwiting if another entity is in default on a pass-through-Ioan
bet ween the borrower and the entity.

(g) Gants provided under this programw || be
adm ni stered in accordance with 7 CFR part 3015 and 7 CFR part
3016, as appropriate. Copies of these USDA Uniform Assi st ance
regul ati ons can be obtai ned by contacting RUS i n Washi ngton, DC.
A Borrower that receives a grant for the establishnment of a
revolving |l oan fund, or project owner that receives a pass-
through | oan and grant, wll be subject to requirenments under
t hese regul ati ons which cover, anong other things, financial
reporting, accounting records, budget controls, record retention
and audit requirenments. For pass-through | oans and grants, RUS
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Borrowers will be required to include in their |egal docunents
the requirement for project owners to provide sufficient
financial, accounting and budget information and other records
deened necessary to facilitate audits in accordance with 7 CFR
part 3015 and 7 CFR part 3016 for non-profit entities, and RUS
rural econom c devel opnent | oan reviews for projects in a for-
profit status.

(h) For pass-through | oans and grants awarded under this
subpart, the Borrower nust diligently nonitor perfornmance to
ensure that tinme schedul es are being net, projected work by time
periods is being acconplished, and ot her perfornmance objectives
are being achieved. The Borrower nust submt an original and one
copy of each report to RUS on an annual basis. The project
performance reports shall include, but not be limted to, the
fol | ow ng:

(1) A conparison of actual acconplishnents to the
obj ecti ves established for that period;

(2) Reasons why any established objectives were not net;

(3) A description of any probl ens, delays, or adverse
condi ti ons whi ch have occurred, or are anticipated, and whi ch may
affect the attainment of overall project objectives, prevent
meeting of time schedul es or objectives, or preclude the
attai nnment of particular project work el enents during established
time periods. This disclosure shall be acconpani ed by a statenent
of the action taken or planned to resol ve the situation; and

(4) bjectives and timetabl e established for the next
reporting period.

(1) For pass-through Ioans and grants, a final project
performance report will be required with the | ast SF 269,
““Financial Status Report,'' available fromRUS in Washi ngt on,
DC. The final report al so nust provide an eval uation of the
success of the project in neeting the objectives of the program
The final report nay serve as the | ast annual report.
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(j) Monitoring requirenments for Borrowers receiving
grants for revolving | oan funds are specified in 81703. 22.

[57 FR 44317, Sept. 25, 1992, as anended at 59 FR 11712, Nar. 14,
1994]

81703. 67 Changes in project objective or scope.

For 1 oans and grants awarded under this subpart, the
Borrower nust obtain prior approval for any naterial change to
t he scope or objectives of the approved project, including
changes to the scope of work or budget. Failure to obtain prior
approval of changes can result in suspension or termnation of
grant funds.

[59 FR 11712, Nar. 14, 1994]
§1703. 68 Loan and grant term nation provisions.

(a) Termnation for cause. The Adm ni strator nmay
termnate any |loan and/or grant in whole, or in part, at any tine
before the date of conpletion of |oan and/or grant di sbursenent,
whenever the Borrower has failed to conply with the conditions of
the loan and/or grant. The Admnistrator will pronptly notify the
Borrower in witing of the determnation and the reasons for the
termnation, together with the effective date. The term nation
date will be no less than 30 days follow ng recei pt of the
termnation notice. The Borrower w Il have such tine to cure the
default, or to state why it feels the | oan and/or grant should
not be termnated. The Admnistrator will stay the termnation
upon the curing of the default, and nay delay termnation if,
sufficient cause has been given by the Borrower.

(b) Termnation for conveni ence. The Adm nistrator or the
Borrower may termnate a |l oan and/or grant in whole, or in part,
when both parties agree that the continuation of the project
woul d not produce beneficial results commensurate with further
expendi ture of funds. The two parties will agree upon termnation
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conditions, including the effective date, and in the case of
partial termnations, the portion to be term nated. The Borrower
w Il not incur new obligations for the termnated portion after
the effective date, and w |l cancel as many outstandi ng
obligations as possible. The Admnistrator will allow full credit
to the Borrower for the Federal share of unfulfilled contractual
obligations which were incurred in good faith by the Borrower
prior to grant termnation.

[59 FR 11712, Mar. 14, 1994]
881703.69 -- 1703.79 [ Reserved]

Subpart C -- Rural Business Incubator Program [ Reserved]
8§81703.80 -- 1703.99 [ Reserved]
Subpart D -- Distance Learning and Medi cal Link G ant Program

Source: 58 FR 11512, Feb. 26, 1993, unl ess ot herw se
not ed.

81703. 100 Pur pose.

The grants provided under this subpart D are to
encour age, inprove, and nake affordable the use of advanced
t el ecomuni cati ons, conputer networks, and rel ated advanced
t echnol ogi es to provi de educati onal and nedi cal benefits through
di stance learning and nmedical link projects to people living in
rural areas and to inprove rural opportunities.

§1703. 101 Pol i cy.

~ (a) RUS recogni zes that the transm ssion of
comuni cations and information is a vital conponent of the
infrastructure of rural areas and is necessary to pronote rural
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devel opnent. Enhanci ng communi cati on and i nformation transm ssion
by maki ng affordabl e advanced t el ecommuni cati ons, conputer

networ ks, and rel ated advanced technol ogi es nore wi dely avail abl e
inrural areas will inprove rural opportunities, pronote rura
economc growt h, and enhance the quality of life of rura
residents. To further this objective, RUSwill award grants under
this subpart to distance | earning and nedical |ink projects that
will inprove the access of people residing in rural areas to

i nproved educational, training, and nedical services, and to
opportunities that rely on advanced comruni cation and i nfornation
t echnol ogi es to provi de such servi ces.

(b) I'n providing assistance under this subpart, RUS will
give priority to rural areas that it believes have the greatest
need of enhanced communi cations. RUS believes that generally the
need is greatest in the nost sparsely popul ated rural areas and
inrural areas that are experienci ng econom c hardship.

(c) RUS believes that the residents of rural areas and
their local institutions which serve themcan best determ ne what
are the nost appropriate conmmuni cations or information systens
for use in their respective communities. Therefore, in
admnistering this subpart, RUSwll not favor or nandate the use
of one particul ar technol ogy over another. RUS does believe that
it is generally desirable to use technol ogy that woul d
incidentally allow other providers or devel opers to purchase the
el enental functions or access so other users, in addition to
educational and nedi cal users, may benefit fromany transm ssion
facilities receiving funding under this subpart. In addition, RUS
believes it is generally desirable for the project to use
products and technol ogi es that are consi dered open systens.
Further, RUS believes that it is desirable to use products and
t echnol ogi es that enploy or adhere to nationally recogni zed
standards that will permt equi prent fromvarious conpanies to be
connected to the system and permt the systemto be connected to
ot her systens or networks.

(d) Applicants are encouraged to pronote projects that:
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(1) Are based on sound econom c and financial analysis;
(2) Take a | ong-term perspective; and
(3) Primarily benefit rural areas.

(e) RUS electric and tel ephone borrowers are encouraged
to cooperate with each other and with applicants and end users in
pronoting the program being i npl enented under this subpart.

(f) RUS staff will nake diligent efforts to inform
potential applicants in rural areas of the program being
i npl enent ed under this subpart.

81703. 102 Definitions.

Act -- Title XXIIl, subtitle D, chapter 1, of the Rura
Econom c Devel opnent Act of 1990 (7 U S.C 950aaa et seq.).

Admnistrator -- the Admnistrator of the Rural Wilities
Service or his or her designee.

Applicant -- an eligible organization which applies for a
grant under this subpart.

Appr oved purpose -- a purpose that RUS has specifically
approved in the letter of agreenent and scope of work covering
the use of RUS grant funds provided to the grantee.

Borrower -- an entity that has outstanding electric or
t el ephone RUS and/or Rural Tel ephone Bank | oans or | oan
guar ant ees under the provisions of the RE Act.

Communi cation satellite ground station conpl ex --
includes transmtters, receivers, and comruni cati ons antennas at
the earth station site together with the interconnecting
terrestrial transmssion facilities (cables, line, or mcrowave
facilities) and nodul ati ng and denodul ati ng equi pnent necessary
for processing traffic received fromthe terrestrial distribution
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systemprior to transmssion via satellite and the traffic
received fromthe satellite prior to transfer to terrestria
distribution systens.

Conputer networks -- conputer hardware and software
termnals, signal conversion equi pnent including both nodul ators
and denodul ators, or related devices, used to comunicate with
ot her conputers to process and exchange data through a
t el ecommuni cation network in which signals are generated,
nodi fied, or prepared for transmssion, or received, via
t el ecomuni cations term nal equi pnent and tel ecommuni cati ons
transmssion facilities.

Data termnal equi pnent -- equi pnent that converts user
information into data signals for transmssion, or reconverts the
received data signals into user information, and is normal |y
found on the termnal of a circuit and on the prem ses of the end
user.

Denonstration project -- one which the applicant agrees
inwiting to:

(1) Provide RUS, if requested, with detailed information
on the process used to organi ze and operate the project;

(2) Permt RUS and RUS' s guests to nake reasonable visits
to the project; and

(3) Honor any other reasonabl e RUS request to di ssem nate
information concerning the project. Exanples of information
i nclude a description of the process of incorporation, types of
financing obtained, permts required by governnents, anount of
time required for various stages of the project, sources of
t echni cal assi stance from government prograns, private
foundations or trade organi zations, type of equiprment used for
the project, any experiences or |essons that the applicant will
share with the public and other informati on which will assist RUS
in pronoting rural opportunities to inprove the use of
t el ecomuni cati ons, conputer networks, and rel ated advanced
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technologies. RUS will not require the disclosure of trade
secrets or proprietary techniques.

D stance learning -- a tel ecommunications link to an end
user through the use of eligible equipnent to:

_ (1) Provide educational programs, instruction, or
information originating in nonrural areas to students and
teachers who are located in rural areas; or

(2) Connect teachers and/or students, |ocated in one
rural area with teachers and/or students that are located in a
different rural area. Higible equipnment -- a comrunication
satellite ground station conpl ex, conputer networks, data
termnal equipnent, fiber-optic cable, interactive video
equi pnent, m crowave transm ssion equi prent, tel ecommunications
transmssion facilities and tel ecommuni cati ons term nal
equi pnent .

Bl igible organization -- an incorporated entity that
nmeets the requirenments of 81703. 103.

End user -- either or both of the follow ng:

(1) Rural elementary or secondary schools or other
educational institutions, such as institutions of higher
educati on, county extension services, vocational and adult
training and education centers, and teacher training centers, and
students, teachers and instructors using such rural educational
facilities, that participate in a rural distance |earning
t el ecommuni cations programthrough a project funded under this
subpart; and

(2) Rural hospitals, primary care centers or facilities,
such as nedi cal centers and clinics, and physicians and staff
usi ng such rural nmedical facilities, that participate in a
medi cal |ink tel ecommuni cations programthrough a project funded
under this subpart.
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End user site -- afacility located in a rural area that
is part of a network or telecommnications systemthat is
utilized by end users.

Fi ber optic cable -- a bundle of optical transm ssion
el enents or wavegui des usually consisting of a fiber core and
fiber cladding that can guide a |lightwave and that are
incorporated into an assenbly of materials that provide tensile
strength and external protection.

Gant beneficiary -- a person who resides in a rural area
that directly benefits froma project receiving assistance with a
grant provided pursuant to this subpart.

Qantee -- arecipient of a grant fromRUS to carry out
t he purposes of this subpart.

Hub -- originating source of a network or
t el ecomuni cati ons system

I nstructional programmng -- educational programm ng,
i ncl udi ng conputer software, which would be used for tutorial
pur poses in connection with eligible equipnent.

Interacti ve video equi prent -- equi pnent used to produce
and prepare for transm ssion audio and visual signals from at
| east two distant |ocations such that individuals at such
| ocations can verbally and visually comuni cate with each ot her,
and such equi prent includes nonitors, other display devices,
caneras or other recording devices, audio pickup devices, and
ot her rel ated equi pnent.

Letter of agreenent -- a |egal docunent executed by RUS
and the grantee that contains specific terns, conditions,
requi renents and under standi ngs applicable to a particular grant.

Local tel ephone exchange carrier -- a commerci al,
cooperative or nutual -type association or public body that
provi des tel ephone service, through a |ocal central swtching
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office, to the subscribers within its designated service area,
and between the | ocal subscribers and the toll network.

Medical link -- a telecommunications link to an end user
t hrough the use of eligible equi pnent which electronically Iinks
medi cal professionals at separate sites in order to exchange
nmedi cal information in audio, video, graphic or other format for
t he purpose of providing inproved health care services prinarily
to residents of rural areas.

Project -- an undertaking to provide or inprove a
di stance learning or nedical link by using financial assistance
from RUS under this subpart.

Project service area -- the area in which at | east 90% of
the persons to be served by the project are likely to reside.

RE Act -- the Rural B ectrification Act of 1936, as
amended (7 U.S.C 901 et seq.).

REA neans the Rural Hectrification Admnistration
fornmerly an agency of the United States Departnment of Agriculture
and predecessor agency to RUS with respect to adm ni stering
certain electric and tel ephone | oan prograns.

Rural -- any area of the country that RUS determ nes
pursuant to 81703.108 of this subpart to be sparsely settled or
agricultural country.

Rural comunity facilities -- facilities such as school s,
libraries, hospitals, nedical centers, or simlar facilities,
located in rural areas, or primarily used by residents of rural
areas, that will use a tel ecommuni cations, conputer network, or
rel at ed advanced technol ogy systemto provi de educati onal and/or
medi cal benefits primarily to residents of rural areas.

RUS neans the Rural Wilities Service, an agency of the

United States Departnent of Agriculture established pursuant to
Section 232 of the Federal O op | nsurance Reform and Depart nent
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of Agriculture Reorganization Act of 1994 (Pub. L. 103 - 354, 108
Stat. 3178), successor to REAw th respect to admnistering
certain electric and tel ephone prograns. See 7 CFR 1700. 1.

Scope of work -- a detailed plan of work that has been
approved by the Admnistrator and that will be perfornmed by the
applicant using funds provi ded under the grant.

Techni cal assistance -- (1) assistance in learning to
oper ate equi pnent or systens; and

(2) studies, analyses, designs, reports, manual s, guides,
literature, or other forns of creating, acquiring and/or
di ssemnating information

Tel ecomuni cations plan -- a conprehensive rura
t el ecomuni cations plan submtted by an applicant in accordance
wth 7 US C 2333(3) and 881703. 114(e) and 1703. 139.

Tel ecomuni cations termnal equipnment -- the assenbly of
t el ecommuni cations equi pnent at the end of a circuit or path of a
signal, including but not limted to over the air broadcast,
satellite and mcrowave, nornally | ocated on the premses of the
end user, that interfaces with tel ecommuni cations transm ssion
facilities, and that is used to nodify, convert, encode, or
ot herwi se prepare signals to be transmtted via such
t el ecomuni cations facilities, or that is used to nodify,
reconvert or carry signals received fromsuch facilities, the
pur pose of which is to acconplish the goal for which the circuit
or signal was established.

Tel ecomuni cations transmssion facilities -- facilities
that transmt, receive, or carry data between the
t el ecommuni cations termnal equi pnent at each end of the
tel ecommuni cations circuit or path. Such facilities include
m crowave antennae, relay stations and towers, other
t el ecommuni cati ons antennae, fiber-optic cables and repeaters,
coaxi al cables, comunication satellite ground station conpl exes,
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copper cable el ectronic equiprment associated with
t el ecommuni cations transmssions, and simlar itens.

Tel ephone service -- tel ephone service as defined in
section 203(a) of the RE Act (7 U S.C 901 et seq.).

[58 FR 11512, Feb. 26, 1993, as anended at 59 FR 66440, Dec. 27,
1994]

8§1703.103 Applicant eligibility.

To be eligible to receive a grant under this subpart, the
applicant nust be an incorporated organi zati on or other | egal
entity which operates a school, college, vocational training
facility, or other educational institution, including a regional
educational |aboratory, library, hospital, nedical center
nmedical clinic or other rural community facility. The appli cant
may be a private or nunicipal corporation and may be organi zed on
a profit or non-profit basis. The applicant may al so be a
partnership or consortium consisting of two or nore entities,
provided that at |east one of those entities would be eligible
individual ly, and provided that the partnership or consortium
provides witten evidence of its |legal capacity to contract with
RUS. The state governnment, other than a state governnent entity
that operates a rural community facility, is not considered an
eligible applicant. A partnership or consortiumwhich includes a
state governnent entity which does not operate a rural comunity
facility, also is not considered an eligible applicant. However,
if a partnership or consortiumlacks the capacity to contract,
each individual entity nmust execute the Letter of Agreenment on
its own behal f. The applicant nust be capable of using eligible
equi pnent to provide distance |earning or nedical |inks, and
provide witten evidence of its |egal existence and capacity to
contract. The applicant nust al so denonstrate its ability and
willingness to carry out the purposes of the grant under which it
is applying. The applicant nust not be delinquent on any
obligation owed to the Federal Government (7 CFR parts 3015 and
3016) .
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81703. 104 Grant purposes.

(a) Gants nmay be used by eligible organizations for
di stance learning and nedical link projects to finance up to 80
percent of the cost, including installation, of:

(1) Acquiring, by |lease or purchase, eligible equipnent;

(2) Acquiring, by |lease or purchase, software to operate
el i gi bl e equi prent, including any rel ated software;

(3) Acquiring or devel oping instructional program ng;

(4) Providing technical assistance and instruction for
usi ng eligible equi prment, including any rel ated software;

(5) Engineering or environmental studies relating to the
establ i shment or expansion of the phase of the project that is
bei ng financed with the RUS grant; and

(6) Facilities, equipnment or activities and non-recurring
servi ce charges that are described in a tel ecommuni cati ons pl an
whi ch has been approved by the Adm ni strator.

(b) I'n kind matching -- generally, the applicant's 20
percent contribution is required in the formof cash. However,
cash may be substituted in whole or in part with certain in-kind
contributions as foll ows:

(1) Equiprent, activities and facilities as set forth in
§1703. 104( a);

(2) Inprovenents nade to real property necessary to
accommodat e el i gi bl e equi pnent;

(3) Facilities constructed to accommodate eligible
equi prent, such as buildings in which termnal equi pnent and/or
transmssion facilities woul d be | ocat ed;
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(4) Real property purchased or acquired for the sole
pur pose of accommobdati ng di stance | earning and nedi cal |ink
facilities;

(5) The present value of long termleases of eligible
equi prent, with duration according to recogni zed i ndustry
standards and conpatible with the type of equi prent | eased.

(c) In kind itens furnished in paragraph (b)(1) of this
section will be non-depreciated or new assets with established
nmonetary val ue by industry standards. The val ue of inprovenents
or construction in paragraphs (b)(2) and (b)(3) of this section
w Il be established by a qualified i ndependent real property
apprai ser based on the actual cost of those inprovenents. The
value of land in paragraph (b)(4) of this section will be
establ i shed by a qualified i ndependent real property appraiser
based on a narket val ue appraisal.

(d) I'n kind contributions will be an integral conponent
of an approved tel ecommuni cations plan as set forth in 81703. 139
of this subpart.

(e) In kind contributions will not consist of eligible
equi prrent whi ch has been subject to depreciation, or for
equi pnent, services and |l abor not eligible for grant funding as
set forth in 81703.105 of this subpart.

(f) Funding may be provided for end user sites. Funding
may al so be provided for hubs located in rural and non-rural
areas, if they are necessary to provide di stance |earning and/ or
medical link services to rural residents at end user sites.
However, funding will not be provided for sites proposed as hubs
if it is not denonstrated that they are an integral part of the
proposed network and are necessary to transmt distance | earning
and/or nedical link services to end users.

81703. 105 I neligible grant purposes.

(a) Gants nust not be used:
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(1) To fund nore than 80 percent of the eligible costs of
a project under this subpart;

(2) To cover the costs of installing or constructing
t el ecomuni cations transmssion facilities, except as provided in
paragraph (c) of this section;

(3) To pay for nedi cal equi pnent except nedi cal equi pnent
primarily used for encodi ng and decodi ng data, such as i nages,
for transm ssion over a tel ecomruni cati ons or conputer network;

(4) To pay salaries, wages or enpl oyee benefits to
nmedi cal or educational personnel;

(5) To pay for the salaries or admnistrative expenses of
t he applicant;

(6) To purchase equi prent that will be owned by the | ocal
t el ephone exchange carrier or another telecomrunications service
provi der;

(7) For site devel opnent, the destruction or alteration
of buildings, or other activities that mght adversely affect the
environnment or limt the choice of reasonable alternatives unless
and until the requirenments of 81703.111(j) have been sati sfi ed;

(8) To duplicate services in place on the date of the
conpl eted application to RUS, or replace or substitute financial
support that was previously provided,

(9) To pay costs of preparing the application package for
fundi ng under this program

(10) To refinance indebtedness incurred prior to receipt
of the conpleted application at RUS

Every effort has been nmade to ensure the accuracy of this
docunment. However, in case of discrepancies, the printed version
avail able from Government Printing Ofice is the authoritative
sour ce.



Page 93

7 CFR Part 1703
Qurrent as of January 1, 1995

(11) For projects whose sole object is nerely to provide
I i nks between teachers and students who are | ocated at the sane
facility;

(12) For any purpose that the Adm ni strator has not
specifically approved; or

(13) For projects located in areas covered by the Coastal
Barrier Resources Act (16 U . S.C 3501 et seq.).

(b) Except as otherw se provided in 81703. 140, funds wil|
not be used to finance a project in part when success of the
proj ect is dependent upon the receipt of additional funding under
this subpart or is dependent upon the receipt of other funding
that is not assured.

(c) Gants nust not be used to cover the costs of
t el ecommuni cations transmssion facilities if the |ocal tel ephone
exchange carrier for the project area will install such
facilities through the use of the expedited tel ephone | oans nade
under the RE Act or through other financing procedures within a
reasonable tine period and at a cost that does not destroy the
feasibility of the project, as determned by the Adm nistrator.

(d) Except for |eases provided in 81703.104(a)(1) and
(2), grants nust not be used to pay the cost of recurring or
operati ng expenses for the project.

81703. 106 Maxi mum and m ni num si zes of a grant.

Applications for grants to be considered under this
subpart will be subject to limtations on the proposed anounts of
fundi ng. The maxi num grant amount that will be awarded for any
one project in any given fiscal year will not exceed 10 percent
of the appropriated funds available for all grants during the
fiscal year in which the application for such project is
sel ected. The Adm nistrator nmay publish notice of the annual
maxi mum grant anount in the Federal Register. An applicant
submtting an application which exceeds the maxi numwi || be
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notified to that effect by RUS and gi ven the opportunity to
revise the application. The mninumsize of a grant will be
$10, 000.

81703. 107 Conflicts of interest.

At any tine prior to the disbursenent of a grant awarded
under this subpart, the Admnistrator may disqualify an otherw se
eligible project whenever, in the judgenent of the Adm nistrator,
the project would create a serious conflict of interest or the
appearance of a serious conflict of interest. The Adm ni strator
will notify the applicant in witing of his/her intention to
disqualify the project under this section and set forth the basis
for his/her determnation that a serious conflict of interest or
appear ance exists. Thereafter, the applicant will have 30 days
fromthe date of such notice to file a witten response with the
Adm nistrator. If the Admnistrator receives the applicant's
response within the 30-day period, the Admnistrator will
consider the information contained therein before naking a final
determnation whether to disqualify the project. The
Admnistrator will pronptly notify the applicant of the fina
determnati on whether a serious conflict of interest or
appearance of a serious conflict exists. If the determnation is
affirmative, the notice will also advise the applicant whether
the project is disqualified or conditionally disqualified. If the
project is conditionally disqualified, the notice will state
under what circunstances the project nmay continue to be eligible
for assistance under this subpart. The Admnistrator's decision
under this section will be final.

81703.108 Determning what is rural.

The RUS Assistant Admnistrator for Econom c Devel oprent
and Techni cal Services shall determ ne whether a project service
area possesses sufficient characteristics to be considered a
rural area for purposes of this subpart. The Assistant
Adm ni strator shall make such determ nation on the foll ow ng
basi s:
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(a) The project service area is |located within a non-
metropolitan county that is included in one of the | owest four
categories (6 - 9) of the ERS Rural U ban Conti nuum Scal e (rural
urban continuun) as set forth in Appendix Ato this subpart.
Those categories are as fol |l ows:

(1) Aggregate urban population (sumof cities, towns,
vill ages or other incorporated comunities of 2,500 or nore) of
| ess than 20,000, adjacent to a netropolitan area (category 6);

(2) Wban popul ation of Iess than 20,000, not adjacent to
a netropolitan area (category 7);

(3) Conpletely rural (no cities, towis, villages or other
i ncorporated areas of 2,500 or greater) adjacent to a
metropolitan area (category 8);

(4) Conpletely rural, not adjacent to a netropolitan area
(category 9).

(b) In the case of project service areas not categorized
as rural areas under paragraph (a) of this section, consideration
wll be given to the degree of rurality the area possesses taking
into account such factors as:

(1) Wiether the project service area is located within
t he boundaries of an incorporated community of 2,500 persons or
nore as determned by the U S. Census Bureau;

(2) Where the county or counties in which the project
service area is located ranks or rank on the rural urban
conti nuum

(3) Wiet her natural geographic barriers or an absence of
roads nmay i npede access fromthe project service area to
metropol i tan areas;

(4) Wiether the county is a spatially |arge county and
the project service area is far froman urbani zed area; and
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(5) Wiether the econony of the project service area
centers on natural resource-based activities such as farmng,
ranching, mning or tinber production or is highly specialized.

(c) In the case of a project that will serve end users
| ocated in nore than one county, at |east one of which is not
categorized as rural under paragraph (a) of this section, RUS
will determne the rurality of the project service area case-hby-
case using factors such as those identified in paragraph (b) of
this section. To the extent practicable, in the case of a project
that is expected to benefit residents of urban areas as well as
residents of rural areas, instead of rejecting an application
because it benefits areas that are not rural, RUS may all ocate
the grant accordingly to assure that grant funds prinmarily
benefit only residents of rural areas.

(d) If a determnation nade under this section results in
the denial of an application, the applicant may appeal such
determnation to the Admnistrator in witing setting forth the
reasons why it disagrees. Thereafter, the Admnistrator wll
review the determnation and decide in witing whether to
sustain, reverse or nodify the original determnation. The
Admnistrator's determnation will be final. A copy of the
Admnistrator's decision will be furnished pronptly to the
appl i cant.

8§81703. 109 -- 1703. 110 [ Reserved]

8§1703. 111 Compliance wth other Federal statutes and
regul ati ons.

(a) Equal opportunity and nondi scri mnation requirenents.
Al grants made under this subpart are subject to the
nondi scrimnation provisions of title VI of the Gvil R ghts Act
of 1964, as anended, (7 CFR part 15); Section 504 of the
Rehabilitation Act of 1973, as anended, (7 CFR part 15b); the Age
D scrimnation Act of 1975, as anended, (45 CFR part 90); and
Executive O der 11246, as anmended by Executive O der 11375.
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(b) Architectural barriers. Al facilities financed with
RUS grants that are open to the public, or in which physically
handi capped persons nmay be enpl oyed or reside, nust be desi gned,
constructed, and/or altered to be readily accessible to, and
usabl e by handi capped persons. Standards for these facilities
must conply with the Architectural Barriers Act of 1968, as
amended, and with the Uniform Federal Accessibility Standards
(UFAS), (Appendix Ato 41 CFR subpart 101 - 19.6).

(c) FH ood hazard area precautions. |In accordance wth
part 1788 of this title, if the project is in an area subject to
fl oodi ng, flood i nsurance nust be provided to the extent
avai | abl e and required under the National Fl ood |Insurance Act of
1968, as amended by the Fl ood D saster Protection Act of 1973 (42
U S.C 4001 through 4128). The insurance nust cover, in addition
to the buildings, any nachi nery, equipnent, fixtures and
furnishings contained in the buildings. RUSwill conply with
Executive O der 11988, Fl oodpl ai n Managenent, in considering the
application for the project.

(d) Real property acquisition. Acquisition of rea
property in connection with this programis subject to 7 CFR part
21, Uniform Rel ocation Assistance and Real Property Acquisition
for Federal and federally Assisted Prograns. Oaners of real
property acquired under Federal or federally-assisted prograns,
and persons displaced fromtheir dwellings, businesses, or farns
as a result of such an acquisition, nust be provided fair,
consi stent, and equitable treatnment, as defined by 7 CFR part 21.

(e) Drug-free workplace. Gants nade under this subpart
are subject to the requirenents set forth in 7 CGFR part 3017,
Subpart F, Drug-Free Wrkpl ace Requirenents, which inplenents the
Drug- Free Workpl ace Act of 1988 (41 U S.C 701 et seq.). An
applicant requesting a grant will be required to certify that it
w |l establish and make a good faith effort to naintain a drug-
free workpl ace program
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(f) Debarnment and suspension. The requirenents of
Executive O der 12549, Debarnment and Suspension, and 7 CFR part
3017, Subparts A through E, Governnentw de Debar nment and
Suspensi on (Nonprocurenent), regardi ng debarnent and suspensi on
are applicable to this subpart.

(g) Intergovernnental review of Federal prograns. This
programis subject to the requirenents of Executive Order 12372,
| nt ergover nent al Revi ew of Federal Prograns and 7 CFR part 3015,
Subpart V, Intergovernnental Review of Departnent of Agriculture
Prograns and Activities, which inplenents Executive Order 12372.
Proposed projects are subject to the State and | ocal gover nment
review process set forth in part 3015 of this title. Under the
revi ew process, State and | ocal governnments have 60 days to
comment on the proposed project. The Admnistrator will not give
final approval to an application until the requirenents of
subpart V, part 3015 of this title, regarding State and | oca
gover nnent revi ew have been sati sfi ed.

(h) Restrictions on | obbying. The restrictions and
requirenents inposed by 31 U S.C 1352, entitled ""Limtation on
Use of Appropriated Funds to Influence Certain Federal
Contracting and Financial Transactions'' and the inplenenting
regul ation, part 3018 of this title, New Restrictions on
Lobbying, are applicable to this program The regul ation that
inmpl ements this statute requires applicants for a grant in excess
of $100,000 to file a certification statenent regarding the use
of federally appropriated funds to | obby the Executive and
Legi sl ati ve branches of the Federal CGovernnment and to file a
disclosure formif engaged in these activities using
unappropriated funds. In addition, persons that receive
subgrants, contracts or subcontracts in excess of $100, 000 under
a grant nust file certification statenments regardi ng | obbying the
Executive and Legi sl ative branches and, if engaged in these
activities, to file disclosure forns.

_ (i) Managenent assistance. RUS will nonitor grant
reci pients as necessary to assure that projects are conpleted in
accordance with the approved scope of work and that funds are
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expended for approved purposes. G ants nade under this subpart
will be adm ni stered under, and are subject to parts 3015 through
3018 of this title.

(j) Environment. Applicants for grants nust consider the
potential environmental inpact of their proposed projects at the
earliest planning stage and shoul d pl an devel oprment in a nanner
that reduces, to the extent practicable, the potential to affect
the quality of the human environnent adversely. Gants nade under
this subpart are subject to part 1794 of this chapter which
contains the policies and procedures of RUS for inplenenting a
variety of Federal statutes, regul ations and executive orders
generally pertaining to protection of the quality of the hunman
environnent that are listed in 81794.1 of this chapter.

81703. 112 [ Reserved]
81703. 113 Application filing dates and | ocati on.

(a) Applications for funding under this subpart nay be
submtted to the Admnistrator, Rural Wilities Service, US
Departnment of Agriculture, 14th and | ndependence Avenue, SW,
Washi ngt on, DC 20250 - 1500. Applications shoul d be narked
"TAttention: Assistant Admnistrator, Econonic Devel opnent and
Techni cal Services.'

(b) Applicants nay file applications at any tinme during a
fiscal year period. Applications will be reviewed for eligibility
and considered for funding on a quarterly basis. Application cut-
off dates for consideration in a particular quarterly period are
on the fourteenth day of January, April, July, and Cctober of
each year. Applications which are considered eligible but are not
selected for funding in a quarter will be considered for funding
in the follow ng quarter(s) for not nore than four quarters in
total consideration unless wthdrawn sooner by the applicant. An
application considered in four consecutive quarters and not
selected for funding will be returned to the applicant. The
Adm ni strator may establish a special selection period in an
extraordi nary circunstance.
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8§1703. 114 Application processing and contents.

For instances where nmultiple applicants are necessary to
carry out a project due to project feasibility or applicant
authorities, multiple applications nay be submtted jointly by
the applicants. The applicants nust clearly mark or otherw se
identify any information in the application it deens proprietary.
The application consists of:

(a) An application form The applicant nust provide an
original and one copy of a conpleted SF 424 " Application for
Federal Assistance.'' The applicant nust submt a copy of the
application to the State government point of contact at the same
tinme it submts the application to RUS. Al applications nust be
acconpani ed by the information described in paragraphs (a)
through (n) of this section.

(b) Evidence of |egal existence and authority. The
applicant nust provide evidence of its |egal existence and
authority to execute the letter of agreenent and performthe
activities under the grant, and an opinion by its attorney that
it islegally formed according to state statutes and has
authority to execute the letter of agreenent and performthe
proposed activities under the grant and to conply with the
provi sions of this subpart.

(c) A board resolution. The applicant nust provide a
board resol uti on or equival ent that:

(1) Authorizes the request of a grant under this subpart
in the amount required to the nearest hundred dollars; and

(2) Authorizes appropriate applicant official(s) by name
or title to requisition grant funds and execute all docunents
requi red by RUS under this subpart.

(d) M scellaneous Federal forns. The applicant nust
provide the foll owi ng conpl eted forns:
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(1) " Certification Regarding Debarnent, Suspension, and
G her Responsibility Matters -- Prinmary Covered Transaction'
(See 7 CFR 3017.510.);

(2) An assurance statenent or certification statenent
requi red under the Uniform Rel ocati on Assi stance and Rea
Property Acquisition Policies Act of 1970, as anended, if
appropri ate;

(3) " Certification Regarding Drug-Free Wrkpl ace
Requirenents (Gants)'' (See 7 CFR 3017.600.); and

(4) For an application for a grant in excess of $100, 000,
a certification statement, "~ Certification Regardi ng Lobbying;"'
and, if the applicant is engaged in |obby activities described
under 81703.111(h) of this subpart, a conpleted disclosure form
" Disclosure of Lobbying Activities'' (See 7 CFR part 3018.).
Copi es of these certifications are avail abl e upon request.

(e) A telecomunications plan. The applicant nust provide
a Tel ecommuni cations Pl an prepared in accordance with 81703. 139
and placed in a separate section of this application entitled
" Conpr ehensi ve Rural Tel ecommuni cations Plan."''

(f) A section on conpliance with ranking criteria. The
appl i cant nust provi de an expl anati on of how t he proposed project
neets each of the criteria for making applications set forth in
881703. 117 t hrough 1703. 119.

(g) A section on conpliance with technical standards. The
appli cant nust provide an expl anati on of how the plan conplies
with generally accepted standards for advanced tel ecommuni cati ons
systens and any specific technical standards otherw se
establ i shed by the Adm ni strator pursuant to published
regul ati ons.

(h) Financial information. The applicant nust provide the
latest financial information to support the need for grant funds
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for the project, and to show its financial capacity to carry out
the proposed work. At a mninmum the information should include a
bal ance sheet and incone statenent. A current audit report is
preferred.

(i) A statenment of experience. The applicant nust provide
a witten narrative describing its denonstrated capability and
experience, if any, in operating a project simlar to the
proposed proj ect.

(j) Funding coormtnents fromother sources. The appli cant
must provi de evidence of commtnent of funds for the project in
addition to the funds requested under this subpart. Evidence
shoul d be froman authorized representative of the source
organi zation that the funds are available and will be used for
t he proposed project.

(k) Environmental information. The applicant nust provide
environnental information which shall be prepared i n accordance
with 81703. 138 and placed in a separate section entitled
““Environmental |npact of the Project.’

(1) The proposed scope of work. The applicant nust
provi de a proposed scope of work which includes, at a m ni nmum
the fol |l ow ng:

(1) The specific activities to be performed under the
proj ect;

(2) Whio will carry out the activities;

(3) The timefranes for acconplishing the project
obj ectives and activities; and

(4) A budget reflecting the line itemcosts for both the
grant funds and ot her sources of funds for the project.

(m The proposed eval uati on net hodol ogy. The appl i cant
must provi de a proposed nethod of evaluating the success of the
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project in neeting the objectives of the programas set forth in
881703. 100 and 1703. 101 of this subpart and the proposed scope of
wor K.

(n) Suppl enmental information. The applicant shoul d
provi de any additional infornmation the applicant considers
relevant to the project and likely to be hel pful in determning
the extent to which the proposed project would further the
pur poses of this subpart.

(o) Additional Information Requested by RUS. The
appl i cant nust provide any additional infornation the
Admni strator may consider relevant to the application and
necessary to adequately eval uate the application and nmake grant
deci sions. The Adm nistrator may al so request nodifications or
changes, including changes in the anount of funds requested, in
any proposal described in a grant application submtted under
this subpart.

81703. 115 Public notice of applications received.

On or about the 25th day of January, April, July, and
Qct ober of each year, the Admnistrator will publish notice in
the Federal Register of the applications received for funding
under this subpart. The Admnistrator will al so nmake those
applications available for public inspection at the U S
Departmment of Agriculture, 14th and | ndependence Avenue, SW,
Washi ngton, DC, by any tel econmuni cations provider described in
section 2333(f) of the Act. For purposes of this section,
applications include any informati on not protected by the Privacy
Act of 1974, 5 U S.C 552a, and any other information that has
not been designated as proprietary information by the applicant.

81703. 116 [ Reserved]
8§1703. 117 Criteria for ranking applications.

The criteria in this section and 881703. 118 and 1703. 119
wll be used by the Admnnistrator to rank applications that have
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been determned to be in conpliance with the requirenents of this
subpart. Applications will be selected for funding that receive
the greatest nunber of total points based on the follow ng
factors, subject to available funds and provisions of 81703. 119.
The Admnistrator will nmake determnations regarding the
reasonabl eness of all nunbers, dollars, levels and rates, as well
as the nature, cost, location and other characteristics of the
application and the proposed project, to determne the nunber of
poi nts assigned to an application for all selection criteria.
Joint applications submtted by multiple applicants as set forth
in 81703.114 will be rated as a single application.

(a) Project worthiness criteria include:

(1) The extent to which the project wll encourage and
i nprove the use of advanced tel ecomuni cati ons, conputer
net wor ks, and rel ated advanced technol ogies to provide quality
educational and/or nedical benefits to residents of rural areas.
The Admnistrator will consider the overall design of the
project, the manner in which the project will inprove access of
rural residents to inproved educational, training, and medi cal
servi ces using advanced communi cation and information |inks, the
technol ogies to be enployed in the project, and whether the
educati onal and/or nedical benefits of the project will be nade
accessible to rural residents through the use of advanced
t el ecomuni cati ons, conputer networks, and rel ated advanced
technologies -- up to 15 points;

(2) The nature and extent of the benefits of the project
given the cost of the project. The Admnistrator wll eval uate
the applicant's analysis of the benefits and cost of the project.
The appl i cant shoul d quantify the benefits and cost to the extent
possi bl e and propose projects that naxi mze net benefits.
Exanpl es of educational benefits include offering the students in
a rural school nore advanced or specialized courses, neeting
curriculumrequirenents, providing a neans to train and devel op
the teaching staff of a rural school, establishing a nmeans to
access information that is not available locally, offering job
training, continuing education, and hi gher education courses or
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degrees to rural residents, and offering job training options for
rural residents. Exanples of nedical benefits include affording
rural physicians and medi cal professional access to support
functions such as consulting with others on a diagnosis or the

| at est recommendations in treatnent procedures and techni ques,
up-to-date heal th-care research, and continui ng medi cal studies.
G her benefits include retaining nore patients at rural hospitals
and nedical facilities, preventing the closure of rural hospitals
and nedical facilities, retaining nore nmedical care professionals
inrural areas, and reducing the potential conplications and
costs of travel for patients. The Admnistrator will take into
consi deration the nunber of rural residents to be served or
directly receive the benefits of the project. The benefit-cost
analysis wll consider both the recurring benefits and the non-
recurring benefits to the rural residents fromproject. The costs
will be reviewed on the basis of capital investnments costs, other
non-recurring costs, and the recurring costs over the life of the
project. Applicants shoul d address these costs separately. The
Adm nistrator will conpare the benefits to the costs in
determning the cost-effectiveness of the project and the nunber
of points that will be assigned to an application -- up to 20

poi nts;

(3) The extent to which the proposed nethods of
performng the project relating to buying or |easing equi prent
are the nost cost-effective for the type of project proposed. The
application nmust contain infornati on necessary for the
Adm ni strator to use accepted financial nethodol ogies to
determ ne whether the applicant is proposing the nost cost-
effective option -- up to 10 points;

(4) The denonstrated capability, experience, and
knowl edge of the applicant and others who will be active in the
proposed project for carrying out the project purpose -- up to 10
poi nt s;

(5) The extent to which the proposed techni ques or
desi gns have been proven in simlar projects created for the
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rural environment and will offer quality educational and medi cal
benefits -- up to 10 points;

(6) The project concept and design are well devel oped to
ensure that the project has a high probability of acconplishing

its objectives and will likely result in |ong-termsuccess as
measured by inproved educational and nedi cal benefits to rural
residents -- up to 10 points; and

(7) Wiether or not the project will be a denonstration
project and the project can be duplicated or applied to other
rural areas -- up to 5 points.

(b) Oiteria on the financial capabilities and needs of
t he applicant incl ude:

(1) Wiether the applicant is unable to finance, at
reasonabl e rates and terns, the proposed project w thout the
grant funds requested under this subpart -- up to 60 points. RUS
w || consider:

(i) The denonstrated financial need of the applicant
based on financial statenents and potential sources of revenue;

(i1) Wether the applicant has the ability to finance the
entire project wthout grant funds or whether the addition of the
grant funds will make the project feasible that otherw se woul d
be unfeasible due to the rural nature of the affected area; and

(iii) Wether it is likely that the proposed project will
be undertaken or conpleted in the absence of an RUS grant.

(2) Evidence of additional financial support for the
project. For applications that receive the highest nunber of
poi nts under paragraph (a)(2)(i) of this section, evidence of
addi tional financial support for the project from nonFederal
sources above the required 20 percent supplenent to the project;
i ncl udi ng evidence fromauthorized representatives of the sources
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that the funds are available and will be used for the proposed
proj ect:

(i) Mre than 30 percent and | ess than 40 percent
suppl enental funds -- 5 points; or

(ii) 40 percent or nore supplenental funds -- 10 points.

(c) Oiteria on the need of the affected rural
comunities for the project that include:

(1) The extent to which the need for inproved educati onal
or medi cal services in the proposed rural area conpared to other
regions is well docunented. RUS will al so consider any support by
recogni zed experts in the rel ated educational or nedical field --
up to 25 points.

(2) A conparison of the per capita personal income in the
county or counties where the project or the beneficiaries are
| ocated to the state and national per capita personal incone
| evel s.

(i) If the per capital personal incone |evel in the
county where the grant beneficiaries will be |ocated:

(A Is less than or equal to 90 percent of the National
per capita personal incone |evel -- 15 points, the naxi num nunber
of points;

(B) Is equal to the National per capita personal incone
level -- 5 points; or

(O Exceeds the National per capita personal income |evel
by 15 percent or nore -- O points.

(i1) If the per capita personal incone |evel in the
county or counties where the grant beneficiaries will be | ocated:
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(A) Is less than or equal to 90 percent of the state per
capita personal income |evel -- 8 points, the nmaxi num nunber of
poi nt s;

(B) Is equal to the state per capita personal incomne
level -- 4 points; or

(O Exceeds the state per capita personal incone |evel by
15 percent or nore -- 0 points.

(iii) Per capita personal incone |levels falling between
these national or state levels will be assigned points based on
straight-line interpolation calculated to the nearest whol e
point. The result will be rounded based on the standard
convention of a fraction of 1/2 or greater equals 1.

(iv) If the project will serve grant beneficiaries in
several counties, the Admnistrator will use a sinple average
(rmean) of the counties for the conparison.

(v) RUS will use the nost recent annual per capita
personal income levels it has obtained fromthe Bureau of
Econom ¢ Analysis, U S Departnent of Commerce or other governnent
sources and processed into a suitable fornmat.

8§1703. 118 The conparative rurality of the proposed project
servi ce area.

This criterion is used after a project service area has
been determned eligible in accordance with 81703.108 of this
subpart. The mnet hodol ogy contained in this section is used to
evaluate the relative rurality (i.e., population and isolation)
of service areas for various projects. Under this system the end
user sites and hubs (as defined in 81703.102) contained w thin
t he proposed project service area are identified. Then, that
service area is given a ranking according to the characteristics
of the county(ies) in which the end user sites are | ocated.

Eval uation is based on the popul ation of the county or counties,
and the location of the county or counties relative to
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metropolitan statistical areas. This systemincorporates a
framewor k based on the classification of nonmetropolitan counties
by urbani zation and proximty to nmetropolitan areas, devel oped by
anal ysts and denographers at the U S. D.A Econom c Research
Service (ERS), as set forth in Appendix Ato this subpart.

(a) The following definitions are used in the eval uation
of rurality:

(1) Metropolitan statistical area (MBA) -- as defined by
the O fice of Managenent and Budget (OwB), an MBA incl udes core
counties containing a city of 50,000 or greater popul ation or
contai ning several snaller cities totaling 50,000 or greater
popul ation and a total popul ation of at |east 100, 000. Additional
contiguous counties are included in the MBAif they are
economcally and socially integrated with the core county.

(2) Metropolitan County -- defined by OvB, a netropolitan
county is part of an MSA and contains a place, or two adj oi ni ng
pl aces, totaling at |east 50,000 in popul ati on, and has residents
who are economcally and socially integrated with a netropolitan
core.

(3) Adjacency to Metropolitan area -- the proximty of a
county to a MBA neasured by a shared boundary with a MBA, and
having at |least 2 percent of enployed county residents commuting
to MBA's for enpl oynent.

(b) If the end user site(s) for the project are | ocated
in a non-nmetropolitan county or counties (ERS Rural -- U ban
Conti nuum Scal e categories 4 - 9 as set forth in Appendix Ato
this subpart) with the follow ng characteristics:

(1) Wth an ERS category of 9 - 60 points, the maxi num
nunber of points;

(2) Wth an ERS category of 8 - 55 points;
(3) Wth an ERS category of 7 - 35 points;
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(4) Wth an ERS category of 6 - 30 points;
(5 Wth an ERS category of 5 - 10 points;
(6) Wth an ERS category of 4 - 5 points; or

(7) Metropolitan Counties, ERS categories 0 - 3 - O
poi nt s.

(c) Applicants having proposed end user sites located in
a nonnetropolitan county or counties which are adjacent to a
nmetropolitan area may receive an adjustnent of up to 5 additional
poi nts, as determned by the Admnistrator. Applicants nust
docunent that the end users are isolated fromurban centers by
virtue of available mass transportation, highway infrastructure,
or geography.

(d) Applicants having proposed user sites located in a
metropolitan county or counties (ERS categories 0 - 3) may
receive 10 points if the popul ation density of the county or
counties is no greater than 110 percent of the adj oining
nonnet ropol i tan county with the | owest popul ation density.

(e) If all the end user sites in a proposed network or
systemare |located in a single county or in multiple counties
whi ch have the sane characteristics, arating will be assigned
directly fromone of the categories set forth in 81703. 118(b).

(f) If end user sites are located in nultiple counties
with different characteristics, a weighted average will be
cal cul ated using the follow ng net hodol ogy:

(1) The total nunber of end user sites located in rural
areas will be determned and be assigned a uniform percentage to
be used in a weighted average formula (e.g., with 5 sites, each
site woul d be weighted 20%9. A hub will not be counted in a
wei ght ed average unless the hub is also utilized as an end user
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site. For purposes of ranking, if a hub also is utilized as an
end user site, the hub will be considered as an end user site.

(2) The counties which contain end user sites will be
identified.

(3) Each end user site will be assigned a nunber of
poi nts according to the classification systemfor the county in
which it is |ocated.

(4) The percentage value for each site determned in step
1 will be multiplied by the nunber of points scored fromthe
site's county classification.

(5) The total points for each end user site, obtained
fromthe calculations in step 4, will be added to reach a fina
wei ght ed average for the project.

(g) The follow ng exanple illustrates the provision of
paragraph (f) of this section.

Exanpl e Cal cul ation. G eenbriar Valley Devel opnent
Aut hority has submtted an application for an interactive
cl assroom networ k whi ch includes a hub in a netropolitan area and
3 end user sites, located in 3 rural counties. The hub is | ocated
inalarge city and is not utilized as an end user site, so the
hub will not be considered part of the network or system

The first end user site is located in the town of M dway,
in Qeenbriar County, which has an aggregate urban popul ati on of
| ess than 20,000, adjacent to a netropolitan area. Thus, it has a
category of 6 on the ERS Rural -- Wban Continuum Scal e.

The second end user site is in Lewistow, in Lews
County, which has an aggregate urban popul ation of |ess than
20,000, not adjacent to a netropolitan area. Thus, it has a
category of 7 on the ERS Rural -- Wban Continuum Scal e.
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The third end user site is in the town of Rocky Oreek, in
Fayette County, which has an aggregate urban popul ati on of 20, 000
or nore, but not adjacent to a nmetropolitan area. Thus, it has a
category of 5 on the ERS Rural -- Wban Continuum Scal e.

Step (1) The total nunber of end user sites = 3; thus
each end user site receives 33%weight in the formula.

Step (2) The counties identified are Geenbriar, Lew s
and Fayette.

Step (3) Geenbriar County, ERS Rural -- Wban Conti nuum
Scal e category 6 = 30 points;

Lewis County, ERS Rural -- Whban Continuum Scal e cat egory
7 = 35 points;

Fayette County, ERS Rural -- Wban Continuum Scal e
category 5 = 10 points.

Step (4) Mdway site -- 30 points x 33%= 9.9 points
Lewi stown site -- 35 points x 33%= 11.6 points
Rocky Creek site -- 10 points x 33%= 3.3 points

Step (5) 9.9 + 11.6 + 3.3 = 24.8 total weighted average
score

81703. 119 O her application ranking criteri a.

(a) Proposed projects for tel ecommunications transm ssion
facilities to be funded under this subpart will be jointly shared
by other projects that woul d enhance the purpose(s) of this
subpart -- up to 50 points.

(b) Projects that use tel econmunications transm ssion
facilities and/or conputer networks not financed through grants
under this subpart for which the applicant has obtai ned a
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certification that the carrier will provide the facilities
necessary for the project -- up to 25 points.

(1) I'n determning the nunber of points an applicant will
receive, RUS will consider:

(i) Wiether O percent of the RUS grant will be used for
the cost of transmssion facilities and/or conputer networks --
25 points, the maxi num nunber of points;

(i1) Whether less than 25 percent of the RUS grant wl |
be used for the cost of transmssion facilities and/or conputer
networks -- 10 points;

(iii) Wether 25 to 40 percent of the RUS grant will be
used for the cost of transmssion facilities and/ or conputer
networks -- 5 points;

(iv) Wether over 40 percent of the RUS grant will be
used for the cost of transmssion facilities and/ or conputer
networks -- 0 points.

(2) Notwithstanding the percentage of RUS financi ng
requested for transmssion facilities and/ or conputer networks,
up to 15 additional points nmay be awarded for those projects in
which it is clearly denonstrated that grant funded costs for
transmssion facilities will yield a correspondi ng reduction in
capital costs or operating expenses of end user sites and hubs.

(c) Projects that have the greatest probability of |ong-
termsuccess of fulfilling the purpose and policy goals of this
subpart -- to 20 points.

(d) Regardl ess of the nunber of points an application nay
receive, the Admnistrator nay:

(1) Limt the nunber of applications selected for
projects located in any one state during a fiscal year;
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(2) Limt the nunber of selected applications for an
applicant during a fiscal year;

(3) Limt the nunber of selected applications for a
particul ar project; and

(4) Select an application receiving fewer points than
anot her higher scoring application if there are insufficient
funds during a particular funding period to select the higher
ranked application; provided, however, the Admnistrator may ask
the applicant of the higher scoring application if it desires to
reduce the anount of its application to the anount of funds
available if the Admnistrator determnes the project is feasible
at the | ower anount.

(e) RUSreserves the right to use the region or other
data it considers nost appropriate if “~“county'' data are
unavai | abl e for a particular area. In those cases, the
Adm nistrator will use data conpiled on a basis of the equival ent
of a county in the state, such as a parish, or on another basis
t hat nost approximates "~ “county'' |evel data.

8§1703. 120 -- 1703.121 [ Reserved]
81703. 122 Further processing of selected applications.

(a) During the period between the sel ection of the
application and the execution of inplenenting docunents, the
applicant nmust informthe Admnistrator if the project is no
| onger viable or the applicant no |l onger desires a grant for the
project. If the applicant so inforns the Admnistrator, the
selection wll be rescinded and witten notice to that effect
shal|l be sent pronptly to the applicant.

(b) If an application has been sel ected and the nature of
the project changes, the applicant may be required to submt a
new application to the Admnistrator for considerati on dependi ng
on the degree of change. A new application will be subject to
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review in accordance with this subpart. The sel ection may not be
transferred to another project.

(c) If state or local governnents raise objections to a
proposed project under the intergovernmental review process that
are not resolved within 3 nonths of the Admnistrator’'s selection
of the application, the Admnistrator nmay rescind the sel ection
and witten notice to that effect will be sent pronptly to the
appl i cant.

(d) After an applicant has submtted such additiona
information, if any, the Admnistrator determnes is necessary
for conpleting the grant docunents, the Admnistrator will send
t he docunments to the applicant to execute and return to RUS

(1) The grant documents will include a letter of
agreenent and any other |egal docunents the Adm ni strator deens
appropriate, including suggested forns of certifications and
| egal opi ni ons.

(2) The letter of agreenent wll, anong other things,
constitute the Admnistrator's approval of funds for the project
subject to certain terns and conditions and include at a m ni num
a project description, approved purposes of the grant, the
maxi num anmount of the grant, supplenental funds to be provided to
the project and certain agreenents or commtnents the applicant
may have proposed in its application.

(e) Until the letter of agreenent has been executed and
delivered by RUS and by the applicant, the Adm nistrator reserves
the right to require any changes in the project or |ega
docunents covering the project to protect the integrity of the
programand the interests of the United States Governnent.

(f) If the applicant fails to submt, within 120 cal endar
days fromthe date of the Admnistrator's selection of an
application, all of the information that the Adm ni strator
determnes to be necessary to prepare | egal docunents and satisfy
other requirenents of this subpart, the Admnistrator may rescind

Every effort has been nmade to ensure the accuracy of this
docunment. However, in case of discrepancies, the printed version
avail able from Government Printing Ofice is the authoritative
sour ce.



Page 116

7 CFR Part 1703
Qurrent as of January 1, 1995

the selection of the application and witten notice to that
effect will be sent pronptly to the applicant.

81703. 123 -- 1703. 125 [ Reserved]
81703. 126 D sbursenent of grant funds.

(a) Prior to the disbursenent of funds, the grantee, if
it is not a unit of government, will provide evidence of fidelity
bond coverage as required by 83015.17 of this title.

(b) Gant funds will be disbursed to grantees on a
rei nbursenment basis by the foll ow ng process:

(1) An SF 270, " "Request for Advance or Rei nbursenent,"’
w |l be conpleted by the applicant and submtted to RUS not nore
frequently than once a nonth; and

(2) After receipt of a properly conpleted SF 270, paynent
will ordinarily be made within 30 days.

(c) The grantee's share in the cost of the project wll
be di sbursed in advance of grant funds, or if the grantee agrees,
on a pro rata distribution basis with grant funds during the
di sbursenment period. Gantee will not be permtted to provide its
contribution at the end of the project.

81703. 127 Reporting and oversi ght requirenents.

(a) An SF 269, " "Financial Status Report,'' and a project
performance activity report will be required of all grantees on a
quarterly basis.

(b) Afinal project performance report will be required
with the last SF 269. The final report also nust provide an
eval uation of the success of the project in neeting the
obj ectives of the program The final report may serve as the | ast
quarterly report.
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(c) Gantees shall diligently nonitor perfornance to
ensure that tinme schedul es are being net, projected work by time
periods is being acconplished, and ot her perfornmance objectives
are being achieved. Gantees are to submt an original and one
copy of each report to RUS. The project performance reports shal
include, but not be limted to, the follow ng:

(1) A conparison of actual acconplishnents to the
obj ecti ves established for that period;

(2) Reasons why established objectives were not net;

(3) A description of any probl ens, delays, or adverse
condi ti ons whi ch have occurred, or are anticipated, and whi ch nmay
affect the attai nment of overall project objectives, prevent the
meeting of time schedul es or objectives, or preclude the
attai nnment of particular project work el enents during established
time periods. This disclosure shall be acconpani ed by a statenent
of the action taken or planned to resol ve the situation; and

(4) bjectives and timetabl e established for the next
reporting period.

81703. 128 Audit requirenents.

The grantee will provide an audit report in accordance
with part 3015, subpart I, of this title. The audit requirenents
only apply to the year(s) in which grant funds are received.
Audits nmust be prepared i n accordance wi th generally accepted
governnent auditing standards (GAGAS) using publication,
“"Standards for Audit of CGovernmental O ganization, Prograns,
Activities and Functions.''

81703. 129 -- 1703. 134 [ Reserved]
81703. 135 Grant adm ni stration.
(a) The Admnistrator will review grantees, as necessary,

to determ ne whether funds were expended for approved purposes.
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The grantee is responsi ble for ensuring that the project conplies
with all applicable regulations, and that the grant funds are
expended only for approved purposes. The grantee i s responsible
for ensuring that disbursenents and expenditures of funds are
properly supported by invoices, contracts, bills of sale,
cancel | ed checks, or other appropriate forns of evidence, and

t hat such supporting material is provided to the Adm ni strator,
upon request, and is otherw se nmade available, at the grantee's
premses, for review by the RUS representatives, grantee's
certified public accountant, the office of Inspector Ceneral,

U S Departnent of Agriculture, the General Accounting Cfice and
any other officials conducting an audit of the grantee's
financial statenments or records, and program perfornmance under
the grant awarded under this subpart. Gantees will be required
to permt RUS to inspect and copy any records and docunents that
pertain to the project.

(b) Gants provided under this programw || be
admni stered under, and are subject to parts 3015 and 3016 of
this title, as appropriate. Parts 3015 and 3016 of this title
subj ect grantees to a nunber of requirenments which cover, anong
ot her things, financial reporting, accounting records, budget
controls, record retention and audits, bonding and i nsurance,
cash depositories for grant funds, grant related i ncone, use and
di sposition of real property and/or equi pment purchased with
grant funds, procurenent standards, allowable costs for grant
related activities, and grant cl ose-out procedures.

81703. 136 Changes in project objectives or scope.

The grantee will obtain prior approval for any nateri al
change to the scope or objectives of the approved project,
i ncl udi ng changes to the scope of work or budget. Failure to
obtain prior approval of changes can result in suspension or
termnation of grant funds.

81703. 137 Grant term nation provisions.
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(a) Termnation for cause. The Adm ni strator nay
termnate any grant in whole, or in part, at any time before the
date of conpletion of grant disbursenent, whenever it is
determned that the grantee has failed to conply with the
conditions of the grant. The Admnistrator will pronptly notify
the grantee in witing of the determnati on and the reasons for
the termnation, together with the effective date.

(b) Termnation for conveni ence. The Adm nistrator or the
grantee may termnate a grant in whole, or in part, when both
parties agree that the continuation of the project would not
produce beneficial results commensurate with further expenditure
of funds. The two parties will agree upon termnation conditions,
including the effective date, and in the case of partia
termnations, the portion to be termnated. The grantee wll not
incur new obligations for the termnated portion after the
effective date, and will cancel as nmany outstandi ng obligations
as possible. The Admnistrator will allowfull credit to the
grantee for the Federal share of the noncancel abl e obli gati ons,
properly incurred by the grantee prior to term nation.

81703. 138 Envi ronnental i nfornmation.

(a) Gants for technical assistance projects. For a
proposal to fund a technical assistance project, the only
environnmental information normally required is whether or not the
proposed project being studied or analyzed will be located within
an area protected under the Coastal Barrier Resources Act (16
US C 3501 et seq.). Cenerally, the use of Federal funds to
pronot e devel opnent on coastal barriers is strictly limted by
the Coastal Barrier Resources Act.

(b) Gants for all other projects. Applications for a
grant to fund a project that is not subject to paragraph (a) of
this section nust be acconpanied by the information described in
this paragraph. The Admnistrator will review supporting
materials in the application and initiate an environnental review
process pursuant to part 1794 of this chapter. This process will
focus on any environnmental concerns or problens that are
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associ ated with the project. The | evel and scope of the
environnmental review wll be determned in accordance with the
National Environnental Policy Act of 1969 (NEPA), as anended, (42
US C 4321 et seq.), the Council on Environnental Policy for

| npl ementing the Procedural Provisions of NEPA (40 CFR parts 1500
-- 1508), RUS s Environnental Policies and Procedures (part 1794
of this chapter) and other rel evant Federal environnental | aws,
regul ati ons and Executive Oders. Activity related to the project
that may adversely affect the environment or Iimt the choice of
reasonabl e alternatives shall not be undertaken prior to

conpl etion of RUS s environnental review process.

(1) For a proposed project that only invol ves internal
nmodi fications or equiprent additions to buildings or other
structures (for exanple; relocating interior walls or adding
conputer facilities) and/or external changes or additions to
exi sting buildings, structures or facilities requiring physical
di sturbance of less than 0.4 hectare (0.99 acre) the
environmental information normally required is:

(i) Adescription of the internal nodifications or
equi prent additions, and the external changes or additions to
existing buildings, structures or facilities being proposed, the
size of the site in hectares, and the general nature of the
proposed use of the facilities once the project is conpleted,
i ncl udi ng any hazardous materials to be used, created or
di scharged, any substantial amount of air em ssions, wastewater
di scharge, or solid waste that will be generated; and

(i1) Whether the project site contains or is near a
property listed or eligible for listing in the National Register
of Hstoric Places (16 U S. C 470).

(2) For all other proposed projects that do not neet the
requirenents in paragraph (a) or (b)(1l) of this section, the
envi ronnental inpact discussion in the application should
i ncl ude:
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(i) A diagramshow ng the general |ayout of the proposed
facilities on the project site;

(i1) The size of the project site in hectares;

(iii) Amap (preferably a U S. Ceol ogi cal Survey map) of
the project area indicating the boundaries of the project;

(iv) The presence of floodplains at the project site;

(v) The amount of property to be cleared, excavated,
fenced or otherw se disturbed by the project;

(vi) The current land use and zoning of the project site
and any vegetation on the project site;

(vii) Buildings or other major structures, including
di nensi ons, to be constructed or nodified;

(viii) The presence of wetlands or existing agricultural
operations at the project site; properties listed or eligible for
listing in the National Register of Hstoric Places on or near
the project site; threatened or endangered species or critical
habitat on or near the project site (16 U S.C 1531 et seq.);

(ix) The general nature of the proposed use of the
facilities once the project is conpleted, including any hazardous
materials to be used, created or di scharged, any substanti al
amount of air emssions, wastewater discharge, or solid waste
that will be generated (42 U S. C 4321 et seq.); and

(x) A copy of any environmental review study,
assessnent, report or other docunment that has been prepared in
connection with obtaining permts, approvals or other financing
for the proposed project fromState, |ocal or other Federal
bodi es. Such naterial, to the extent relevant, may be used to
fulfill the requirenents of this section.
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(3) RUS may request additional environmental information
in specific cases to satisfy 81703. 111(j)._

81703. 139 Tel ecommuni cati ons pl an.

A tel ecomuni cations plan submtted pursuant to this
subpart rmnust i ncl ude:

(a) A detailed explanation of the proposed rura
t el ecomuni cati ons system project to be funded under this
subpart, how the project is to be funded, and a descri ption of
the intended uses for the grant received fromRUS under this
subpart. This nmust include a breakdown of the specific uses of
the grant funds requested under this subpart and the specific
uses and sources of all funds necessary to ensure conpl etion of
the project. Project costs should be limted to the anount of
funds to be expended over the grant perfornance period;

(b) An explanation of the manner in which such plan
conplies with the requirenents set forth under this subpart
regardi ng how t he proposed project will fulfill the purpose and
policies of the D stance Learning and Medi cal Link Gant Program

(c) Alisting of the proposed purchases or |eases of
t el ecomuni cations term nal equi pnent, tel ecommunications
transmssion facilities, data termnal equipnent, interactive
vi deo equi prent, conputer hardware and software systens, and
conponents that process data for transm ssion via
t el ecomuni cati ons, conputer network conponents, comruni cation
satellite ground station equipnent, or any other elenents of the
t el ecommuni cati ons system designed to further the purposes of
this subpart, that the applicant intends to build or fund under a
grant received under this subpart;

(d) An explanation of the special financial or other
needs of the affected rural communities and of the applicant for
grant assistance under this subpart;
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(e) An analysis of the relative costs and benefits of
proposal s for |easing or purchasing of facilities, equipnent,
conponents, hardware and software, or other itens; and

(f) A description of the consultations with the
appropriate | ocal tel ephone exchange carrier(s), if appropriate
for the project, or with other tel ecomunications service
provi ders appropriate for the project which include other
i nt erexchange carriers, cable tel evision operators, enhanced
service providers, providers of satellite services, and
t el ecommuni cati ons equi prent nmanufacturers and distributors. The
pl an nust discuss the anticipated role of any these providers in
the project. Consultations are considered necessary if the
proposed project will rely on these services for project success.
The description should contain, at a mninmum identification of
t he proposed project area, the authorized individuals
representing those entities, the date of contact, and the
anticipated role of the entity(s) in the proposed project. It
nmust i nclude an expl anation of the |ocal tel ephone exchange
carrier or other tel ecomunications service providers
capabilities relative to the proposed project and whet her they
w Il provide any portion of the needed service for the proposed
project, whether their short-termplan (1 year) or |ong-termplan
i ncludes capability to provide the service for the proposed
proj ect, and whether the tel ephone exchange carrier(s) or other
t el ecomuni cati ons service providers, as appropriate, wll charge
reasonable rates. If the rates to be charged are considered to be
unreasonabl e, a basis for that determnati on nust be provided.
The Admnistrator will determ ne whether appropriate service from
t he tel ephone exchange carrier(s) or telecomruni cations service
providers, as appropriate, can and will provi de the needed
service necessary to the project at reasonable rates and within a
reasonabl e ti nefrane.

8§1703. 140 Expedi ted tel ephone | oans.

(a) CGeneral. (1) The Admnistrator will afford expedited
consideration and determnation to an application for a loan or a
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request for advance of funds submtted by a | ocal tel ephone
exchange carrier pursuant to section 2334(h) of the Act (7 U S C
950aaa et seq.).

(2) Funds obtai ned through the expedited procedures
established by this section nust be used prinmarily to provide
advanced t el ecomuni cations services in rural areas using a
t el ecomuni cations project that the Adm nistrator has approved
under this subpart.

(3) Only those elenments of a tel ecommuni cations project
that have not been funded in whole, or in part, wth a grant nade
under this subpart are eligible for expedited consideration or
determnation under this section.

(b) Expedited | oan applications. (1) In order to qualify
for expedited consideration or determ nation under paragraph
(a)(1l) of this section, the | oan application nust:

(i) Be froma |ocal telephone exchange carrier that wll
use the requested funds for the purpose set forth in paragraph
(a)(2) of this section;

(ii) Be a conpleted one that conplies with the
requi renents of part 1737, subpart C of this chapter; and

(iii) Be received concurrently with the related grant
application or within 14 days of the date notice of such
application is published in the Federal Register as set forth in
§1703. 115.

(2) Expedited consideration and determ nation of a
qualifying application for a |l oan under this section neans that
within 45 days of receipt or 45 days of selection of the related
grant application, whichever occurs later, the Adm nistrator
will:

(i) Issue a characteristics letter, as set forth in part
1737, subpart |, of this chapter, to the | oan applicant; or
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(i1) Informthe loan applicant that its application for a
| oan has been deni ed.

(c) Expedited advances. (1) In order to qualify for
expedi ted consideration or determnation under paragraph (a)(1)
of this section, the request for advance of funds nust:

(i) Be froma |ocal telephone exchange carrier that wll
use the funds for the purpose set forth in paragraph (a)(2) of
this section;

(ii) Be for all or part of a | oan which has recei ved
rel ease approval pursuant to part 1737, subpart K of this
chapter; and

(iii) Be in conpliance with the requirenments of part 1744
of this chapter

(2) Expedited consideration and determnation of a
qual i fying request for advance of |oan funds under this section
nmeans that the Admnistrator will advance funds to the borrower
within 45 days of receiving a request which conplies with the
provi sion of this section.

Appendi x A to Subpart D of Part 1703 -- ERS Rural - Urban Conti nuum
(TABLE START) Scal e

ERS Rural - &rban Conti nuum Scal e
Cat egory

Metropolitan Counties
O Central counties of nmetropolitan areas of 1 mllion
popul ati on or nore.
1 Fringe counties of netropolitan areas of 1 mllion popul ation
or nore.
2 Counties in nmetropolitan areas of 250 thousand to 1 mllion
popul ati on.
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3 Counties in nmetropolitan areas of |ess than 250 thousand
popul ati on.
Nonmet ropol i tan Counti es

4  Aggregate urban popul ation (sumof cities, towns, villages or
ot her incorporated communities of 2,500 or nore) of 20, 000
or nore, adjacent to nmetropolitan area.

Aggregat e urban popul ati on of 20,000 or nore, not adjacent to
a netropolitan area.

Aggregat e urban popul ati on of |ess than 20,000, adjacent to a
nmetropol itan area.

Aggregat e urban popul ati on of |ess than 20,000, not adjacent
to a netropolitan area.

Conpl etely rural (no cities, towns, villages or other
i ncorporated areas of 2,500 or greater) adjacent to a
nmetropol itan area.

9 Conpletely rural, not adjacent to a netropolitan area.

0 N o O

(TABLE END)

Notes: Metropolitan status is that which was first
announced by the O'fice of Managenent and Budget in June 1983,
when the codes were first applied to results of the 1980 Census.
Adj acency was determ ned by physical boundary adjacency and a
finding that at |east 2 percent of the enployed | abor force in
t he nonmetropolitan county commuted to netropolitan central
counti es.

Categories prepared in Econom c Devel opnent D vi sion,
Econom ¢ Research Service, USDA

Subpart E -- Defernents of RUS Loan Paynents for Rura
Devel opnent Projects

Source: 58 FR 21639, Apr. 23, 1993, unl ess otherw se
not ed.

81703. 300 Pur pose.
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This subpart E sets forth RUS s policies and procedures
for making | oan defernments of principal and interest paynents on
direct loans or insured | oans nmade for electric or tel ephone
pur poses, but not for |oans nmade for rural econom c devel oprent
pur poses, in accordance w th subsection (b) of section 12 of the
RE Act. Loan defernments are provided for the purpose of pronoting
rural devel opnent opportunities.

§1703. 301 Pol i cy.

It is RUS' s policy to encourage borrowers to invest in
and pronote rural devel opnment and rural job creation projects
that are based on sound econom c and financial anal yses.
Borrowers are encouraged to use this programto pronote econom c,
busi ness and community devel opnent projects that will benefit
rural areas.

81703. 302 Definitions and rul es of construction.

(a) Definitions. For the purpose of this subpart, the
following ternms will have the foll ow ng neanings: 1

Adm ni strator neans the Admni strator of RUS.

Borrower neans any organi zati on whi ch has an out standi ng
direct loan or insured | oan nade by RUS for the provision of
el ectric or tel ephone service.

Cushion of credit paynent neans a vol untary unschedul ed
paynent on an RUS note nade after Qctober 1, 1987, credited to
the cushion of credit account of a borrower.

Def erment nmeans a re-anortization of a paynent of
principal and/or interest on an RUS direct |oan or insured | oan
for over either a 5- or 10 year period, with the first paynent
begi nning on the date of the defernent.
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Drect |loan neans a |loan that is nade by the
Adm ni strator pursuant to section 4 or section 201 of the RE Act
(7 US C 901 et seq.) for the provision of electric or tel ephone
service in rural areas and does not include a | oan nade to
pronot e econom ¢ devel opnent in rural areas.

Financial |y di stressed borrower neans an RUS-fi nanced
borrower determned by the Adm nistrator to be either

(i) I'n default or near default on interest or principal
paynents due on | oans nmade or guaranteed under the RE Act;

(i) A borrower that was in default or near default, but
is currently participating in a workout or debt restructuring
plan with RUS; or

(iii) Experiencing a financial hardship.

Insured | oan nmeans a loan that is nmade, held, and
serviced by the Admnistrator, and sold and insured by the
Admni strator, pursuant to Section 305 of the RE Act (7 U S C
901 et seq.) for the provision of electric or tel ephone service
inrural areas and does not include a |l oan nade to pronote
econom c devel opnent in rural areas.

Job creation neans the creation of jobs in rural areas,
or in close enough proximty to rural areas so that it is likely
that the najority of the jobs created will be held by residents
of rural areas.

Project neans a rural devel opnent project that a borrower
proposes and the Adm nistrator approves as qualifying under this
subpart.

RE Act neans the Rural El ectrification Act of 1936, as
amended (7 U.S.C 901 et seq.).

REA neans the Rural H ectrification Adm nistration
fornmerly an agency of the United States Departnment of Agriculture
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and predecessor agency to RUS with respect to adm ni stering
certain electric and tel ephone | oan prograns.

RTB neans the Rural Tel ephone Bank (tel ephone bank), a
body corporate and an instrunentality of the United States, that
obt ai ns suppl enental funds from non-Federal sources and utilizes
themin making | oans, operating on a self-sustaining basis to the
extent practicable (section 401, RE Act).

RUS neans the Rural Wilities Service, an agency of the
United States Departnent of Agriculture established pursuant to
Section 232 of the Federal Orop |Insurance Reform and Depart nent
of Agriculture Reorganization Act of 1994 (Pub. L. 103 - 354, 108
Stat. 3178), successor to REAwith respect to admnistering
certain electric and tel ephone prograns. See 7 CFR 1700. 1.

Techni cal assi stance nmeans nar ket research, product or
service inprovenent, feasibility studies, environnental studies,
and simlar activities that benefit rural devel opnent or rural
job creation projects.

(b) Rules of construction. Unless the context otherw se
indicates; "“includes'' and "“including'' are not limting, and
“Cor'' is not exclusive. The terns defined in §1703. 302(a)

i nclude both the plural and the singular.

[58 FR 21639, Apr. 23, 1993, as anended at 59 FR 66440, Dec. 27,
1994]

§1703. 303 Eligibility criteria for defernment of |oan paynents.

The defernent of | oan paynents may be granted to any
borrower that is not financially distressed, delinquent on any
Federal debt, or in bankruptcy proceedi ngs. However, the
defernent of |oan paynents will not be granted to a borrower
during any period in which the Adm nistrator has determ ned that
no additional financial assistance of any nature shoul d be
provided to the borrower pursuant to any provision of the RE Act.
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The determnation to suspend eligibility for the defernent of
| oan paynents under this subpart wll be based on:

(a) The borrower's denonstrated unwi | | i ngness to exercise
diligence in repaying | oans nmade by RUS or RTB or guaranteed by
RUS that results in the Admnistrator being unable to find that
such |l oans, would be repaid within the time agreed; or

(b) The borrower's denonstrated unwi | | i ngness to neet the
requirenents in RUS s or RTB s | egal docunments or regul ations.

81703. 304 Restrictions on the defernent of |oan paynents.

(a) The defernent nust not inpair the security of any
| oans nade RUS or RIB, or guaranteed by RUS, pursuant to the RE
Act .

(b) At no point in time may the amount of the debt
servi ce paynents deferred exceed 50 percent of the total cost of
a comuni ty, business, or econom c devel opnent project for which
a deferment is provided.

(c) A borrower nmay defer debt service paynments only in an
amount equal to the investnent nmade by such borrower in a rural
devel opnent project. The investnent nmust not be nmade from

(1) Proceeds of |oans nade or guaranteed pursuant to the
RE Act, or grants nade pursuant to the RE Act or section 2331
t hrough section 2335A of the Rural Econom c Devel opnent Act of
1990 (7 U.S. C 950aaa et seq.);

(2) Funds necessary to nake tinely paynments of principal
and interest on | oans nade, guaranteed or |ien acconmobdat ed
pursuant to the RE Act;

(3) Insurance proceeds from nortgaged property;
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(4) Danmage awards and sal e proceeds resulting from
em nent domain and simlar proceedi ngs invol ving nortgaged

property;

(5) Sal e proceeds fromnortgaged property sales requiring
specific Admnistrator approval; and

(6) Funds which are restricted by RUS or RIB | oan
instrunments to be held in trust for the Government or to be held
for any other specific purpose.

(d) Any investnent nmade in a rural devel opment project
prior to the date of the application for a defernment based on
such project cannot be used to satisfy the requirenents of this
secti on.

81703. 305 Requi renments for defernent of | oan paynents.

(a) Except as otherw se provided in paragraph (b) of this
section, the borrower nmust nake a cushion of credit paynment equal
to the amount of the paynent deferred and subject to the
followi ng rules:

(1) Qushion of credit paynments made prior to the date
that an application for deferral has been approved by RUS cannot
be used to satisfy the requirenments of this section;

(2) Once a cushion of credit paynment has been nmade to
satisfy the requirenents of paragraph (a) of this section, it
must remain on deposit in the cushion of credit account on the
date of the deferral or the deferral will not take place; and

(3) The cushion of credit payment nust be received by RUS
on the date the paynent being deferred is due, or within 30 days
prior to this date.

(b) A borrower nay elect to consolidate in one
application filed pursuant to 81703.311, all of the rel ated
deferrals it wishes to receive in a twelve nonth period follow ng
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application approval. In such a case, the requirenment contained
in paragraph (a)(1) of this section nay alternatively be
satisfied by depositing an anmount equal to the aggregate
deferrals covered by such application into the cushion of credit
account at the time the first cushion of credit paynent is due
under paragraph (a)(1) of this section.

81703. 306 Limtation on funds derived fromthe defernent of
| oan paynents.

Funds derived fromthe defernment of |oan paynents will
not be used:

(a) To fund or assist projects which would, in the
judgenent of the Admnistrator, create a conflict of interest or
t he appearance of a conflict of interest. The borrower nust
di sclose to the Adm nistrator infornmation regarding any potenti al
conflict of interest or appearance of a conflict of interest;

(b) For any purpose not reasonably related to the project
as determned by the Admnistrator;

(c) To transfer existing enploynent or business
activities fromone area to another; or

(d) For the borrower's electric or tel ephone operations,
nor for any operations affiliated with the borrower unless the
Admni strator has specifically informed the borrower in witing
that the affiliated operations are part of the approved purposes.

81703. 307 Uses of the defernents of |oan paynents.

The defernent of |oan paynents will be nmade to enabl e the
borrower to provide funding and assi stance for rural devel opnent
and job creation projects. This includes, but is not limted to,
the borrower providing financing to | ocal businesses, comunity
devel opnent assi stance, technical assistance to businesses, and
ot her community, business, or econom c devel opment projects that
wll benefit rural areas.
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81703. 308 Amount of defernment funds avail abl e.

(a) The total anmount of defernents nade avail able for
each fiscal year under this programw ||l not exceed 3 percent of
the total paynents due during fiscal year 1993 fromall borrowers
on direct |loans and insured | oans nmade under the RE Act. For each
subsequent fiscal year after 1993, the total anount of defernents
will not exceed 5 percent of the total paynents due for the year
fromall borrowers on direct |oans and insured | oans.

(b) The total anount of annual defernents are subject to
limtations established by appropriations Acts.

81703. 309 Ternms of repaynent of deferred | oan paynents.

(a) Defernments nade to enable the borrower to provide
financing to | ocal businesses will be repaid over a period of 60
nmonths, in equal installnents, with paynments begi nning on the
date of the defernment, and continuing in such a manner until the
total amount of the defernent is repaid. The defernent paynents
will be nade on either a nonthly or quarterly basis dependi ng on
the existing repaynent terns of the direct l[oan or insured | oan
being deferred. The defernment will not accrue interest.

(b) In the case of defernents made to enabl e the borrower
to provi de communi ty devel opnent assi stance, technical assistance
to businesses, and for other community, business, or economc
devel opnent projects not included in paragraph (a) of this
section, the defernment will be repaid over a period of 120
nmonths, in equal installnments, with paynments begi nning on the
date of the deferment and continuing in such a manner until the
total amount of the defernent is repaid. The defernent paynents
will be nade on either a nonthly or quarterly basis dependi ng on
the existing repaynent terns of the direct loan or insured | oan
being deferred. The defernment will not accrue interest.

(c) The maturity date of a | oan nay not be extended as a
result of a defernent.
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(d) If the required paynent is not nmade by the borrower
or received by the Adm nistrator when due, the Admnistrator wl |
reduce the borrower's cushion of credit account established under
this subpart in an anmount equal to the defernent paymnent
required.

(e) The balance in a borrower's cushion of credit account
shall not be reduced by the borrower bel ow the | evel of the
unpai d bal ance of the paynent deferred.

81703. 310 Envi ronnent al consi derati ons.

Prospecti ve recipients of funds received fromthe
defernment of | oan paynments are encouraged to consider the
potential environmental inpact of their proposed projects at the
earliest planning stage and pl an devel opnent in a manner that
reduces, to the extent practicable, the potential to affect the
quality of the human environnment adversely.

81703. 311 Application procedures for defernment of |oan
paynments.

(a) A borrower applying for a defernent nust:

(1) Submt a certified board resolution to the
Admni strator requesting a defernent of principal and interest.
The resol ution nust:

(i) Be signed by the president or vice president of the
bor r ower ;

(i) Contain information on the total amount of defernent
requested for each specific project;

(iii) Contain information on the type of project and the
| ength of defernment requested as defined in 8§1703. 309; and
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(iv) Specify which officer of the borrower has been given
the authority to certify to those nmatters required in this
secti on;

(2) Submt certification by the appropriate officer to
the Admnistrator that the proposed project will not violate the
[imtations set forth in 81703. 306 and di sclose all information
regarding any potential conflict of interest or appearance of a
conflict of interest that would allow the Admnistrator to nake
an i nformed deci sion;

(3) Submt certification by the appropriate officer to
the Admnistrator that an investnment in the rural devel oprent
project will be nade by the borrower in an anount equal to the
deferred debt service paynent;

(4) Submt certification by the appropriate officer to
the Admnistrator that the amount of the deferment will not
exceed 50 percent of the total cost of the project for which the
defernment is provided,;

(5 Submt certification by the appropriate officer to
the Admnistrator that it will nmake a cushion of credit paynent
necessary to satisfy the requirenent of 81703.305(a);

(6) Submt certification by the appropriate officer to
the Admnistrator that it will conply with 81703. 313 and provi de
docunentation showng that its total investnents, including the
proposed i nvestnent, will not exceed the investnent |imtations
specified in 7 CFR part 1717, Subpart N Investnents, Loans and
Quarantees by EH ectric Borrowers, or 7 CFR Part 1744, Post Loan
Pol i ci es and Procedures Common to Quaranteed and I nsured Loans.
The docunentation nust provide a |ist of each rural devel opnent
project the borrower has invested in to date, including the
i nvest nent anount s;

(7) Submt to the Admnistrator witten identification of

the direct loan(s) and/or insured | oan(s) for which paynents are
to be deferred;

Every effort has been nmade to ensure the accuracy of this
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(8) Submt to the Admnistrator a witten narrative which
contains information regarding the proposed rural devel opnent or
job creation project such as the manner in which the project wll
pronote comunity, business, or econom c devel opnent in rura
areas, the nature of the project, its location, the prinmary
beneficiaries, and, if applicable, the nunber and type of jobs to
be created; and

(9) Submt to the Admnistrator a letter of approval from
the state regulatory authority, if applicable, granting its
approval for the borrower to defer direct |oan paynent(s) and/or
insured | oan paynent(s) and invest the amount in a rura
devel opnent proj ect.

(b) The Adm nistrator reserves the right to determ ne
that special circunstances require additional data from borrowers
before acting on a defernent. The Admnistrator al so reserves the
right to require, as a condition of approving a | oan paynent
defernment pursuant to this subpart, that the borrower execute and
del i ver any anmendnents or supplenents to its | oan docunents that
may be necessary or appropriate to achi eve the purposes outlined
in §1703. 300.

(c) The Admnistrator will decide whether the borrower is
eligible for the deferment and will notify the borrower of the
deci si on.

81703. 312 RUS revi ew requirenments.

Borrowers shall ensure that funds are invested in the
rural devel opment project as approved by RUS. The Adm ni strat or
reserves the right to review the books and copy records of
borrowers receiving | oan paynent deferments as necessary to
ensure that the investnents in the rural devel opnent project are
in accordance with this subpart and the representati ons and
pur poses stated in the borrower's conpleted application. If an
audit discloses that the anount deferred was not used for the
pur poses stated in the conpl eted application, the borrower shal

Every effort has been nmade to ensure the accuracy of this
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be required to pronptly repay the anount deferred and the
benefits of the defernment to the borrower will be recaptured by
RUS. The borrower is responsible for ensuring that disbursenents
and expendi tures of funds covering the investnment in the rural
devel opnent project are properly supported with certifications,
i nvoi ces, contracts, bills of sale, cancelled checks, or any
other fornms of evidence determ ned appropriate by the

Admni strator and that such supporting naterial is available at
the borrower's premses for review by the RUS field accountant,
borrower's certified public accountant, the Cfice of Inspector
Ceneral, the CGeneral Accounting G fice and any ot her account ant
conducting an audit of the borrower's financial statenents for
this rural devel opnent program

8§1703. 313 Conpliance wth other regul ations.

(a) Investnments in a rural econom c devel oprment proj ect
made by an el ectric borrower under this subpart are subject to
the provisions of 7 CFR part 1717, Subpart N, Investnents, Loans
and Quarantees by H ectric Borrowers.

(b) Investnments in a rural econom c devel oprment proj ect
made by a tel ephone borrower under this subpart are subject to
the provisions of 7 CFR Part 1744, Post Loan Policies and
Procedures Common to Quaranteed and | nsured Loans. _
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