USDA Rural Development

Rural Business Enterprise Grants

Fiscal Year 2010
Applications are due in Local Office April 12, 2010
For Native American Pool applications are due in local office March 12, 2010
Authorizing Legislation and Regulations

The program is authorized by the Consolidated Farm and Rural Development Act, as amended, sec. 310 B (c) (7 U.S.C. 1932).  The requirements and procedural regulations, which govern the program, may be found under RD Instruction 1942, subpart G- Rural Business Enterprise Grants and Television Demonstration Grants.  

http://www.rurdev.usda.gov/regs/regs/pdf/1942g.pdf
PROGRAM OVERVIEW & ELIGIBILITY

ELIGIBLE APPLICANTS

Applicants eligible for RBEG funds are public bodies and private nonprofit corporations, serving rural areas. Public bodies include States, counties, cities, townships, and incorporated towns and villages, boroughs, authorities, districts and Indian tribes on Federal and State reservations which will serve rural areas.  Applications will only be accepted from eligible entities.  
For-profit businesses, individuals are not eligible applicants.   Cooperatives are not eligible unless organized as a private nonprofit corporation.

RD Instruction 1942-G, section 1942.304, defines a small and emerging private business enterprise as “Any private business which will employ 50 or fewer new employees and has less than $1 million in projected gross revenues.”

RD Instruction 1942-G does not define gross revenue. For the purposes of the RBEG program, gross revenue is defined as revenue of a business before deductions for any purpose, except for sales returns. In the case of a manufacturing or merchandising business, gross revenue means gross profit (i.e., gross sales or gross receipts less cost of goods sold). Revenue for a given period consists of the inflow of cash and receivables from sales made in that period. Also, earnings on investments, such as interest earned on a bank savings account or on a Government bond and the dividends received through ownership of capital stock, are part of the gross revenue. (RD AN No. 4371 (1942-G)
However, if the small and emerging private business enterprise is an eligible nonprofit entity or other tax-exempt organization located in a city, town or unincorporated area with a population of 5,000 or less and has a principal office on land of an existing or former Native American reservation, the small and emerging private business enterprise is exempt from meeting the definition contained in § 1942.304. (Added 12-20-02, SPECIAL PN.)

At least 51 percent of the outstanding interest in any project must have membership or be owned by U.S. citizens or resident aliens.
Applicants must demonstrate a successful history and track record of administering economic and community development financial and technical assistance programs designed to promote small rural business development. 

ELIGIBLE AREAS

“Rural area” for this program is defined as a city, town, or unincorporated area that has a population of 50,000 inhabitants or less, other than an urbanized area immediately adjacent to a city, town, or unincorporated area that has a population in excess of 50,000 inhabitants.  Eligibility can be determined by visiting this web site:  
http://eligibility.sc.egov.usda.gov/eligibility/welcomeAction.do
FUNDING LIMITS

Funds should be limited to the minimum amount necessary for project completion without jeopardizing the integrity of the project.   There is no maximum level of grant funding. However, smaller grant requests are given priority. (See project selection criteria #6)
USDA Rural Development reserves the right to reduce the total amount requested to allow for maximum geographic funding distribution to the neediest rural communities.  Applicants with reduced funding requests may be required to increase their funding contributions accordingly to insure project feasibility and/or may be required to scale back the proposed project.  Funding requests should be rounded to the nearest hundredths.   

ELIGIBLE ACTIVITIES

Types of activities that may be funded from a Rural Business Enterprise Grant include:  

· Technical assistance for private business enterprises.  Technical assistance is defined as a problem solving activity such as market research, product and/or service improvement, feasibility studies, etc.  The applicant needs to have technical experts on staff to fulfill the requirements of the needed assistance or be in a position to contract out for the expertise if it is not available in-house.
· To establish or re-capitalize a relending  program (RLF) which provides gap financing to small businesses, in conjunction with other funding sources or loan programs.   RLF requests may not duplicate an existing program already serving the targeted area; rather it should complement existing financing programs.    
· Training programs in connection with technical assistance, to ensure that the unemployed or underemployed successfully make the transition to employment.  Note:  These projects should be identified and adopted as a component of the County’s job training/ CALWORKS initiative.  In addition, the project should add value rather than duplicate or be used to continue funding an existing program or service. 
· Create, expand, and operate rural distance learning networks or rural learning programs that provide educational instruction or job training instruction related to potential employment or job advancement for adult students.

· Other funding activities may be eligible.  Contact your USDA Rural Development Local Office for a current interpretation of eligible activities.

INELIGIBLE ACTIVITIES

Types of activities that may not be funded with Rural Business Enterprise Grant funds:  

· Funding comprehensive area wide type planning.  This does not preclude the use of grant funds for planning for a specific, identified, local project to spur small business development.

· Financing agriculture production.  (Note: agriculture marketing cooperatives are eligible for assistance but are not eligible as an applicant)

· Grants made directly to a private business (pass through).  Note:  RBEG funds are intended to be used by intermediaries who in-turn assist private small and emerging businesses.  Direct funding to private businesses may be made only in the form of a loan through an intermediary relender.    

· To fund part of a project which is dependent on other funding sources unless there is a firm commitment and evidence of other funding to ensure project completion and viability of the project.

· Pay for costs incurred prior to notification by USDA Rural Development of funding concurrence and acceptance of all grant conditions and program requirements.

· Grants that duplicate an existing service in the target area.

· Grants to pay for applicant or ultimate recipient’s working capital needs.  Applicants or ultimate recipients (small businesses) will be required to demonstrate financial capacity for meeting day to day working capital requirements prior to preapplication selection.

GENERAL ADMINISTRATION COSTS/ INDIRECT COSTS

Not all costs are eligible for Rural Business Enterprise Grant funds.  RBEG funds are intended to jump start new projects to meet the critical needs portion of the project.  Since Rural Business Enterprise Grant funds are highly competitive and limited we strongly discourage the use of Rural Business Enterprise Grant funds to cover indirect costs or general administration overhead. 

CONTENTS OF PRE-APPLICATION PROPOSAL

Each selection priority criterion outlined in 7 CFR 1942.305(b)(3), must be addressed in the application.  Failure to address any of the criteria will result in a zero-point score for that criterion and will impact the overall evaluation of the application.  Information required to be in the application package includes the following documents:

· Complete SF 424, “Application for Federal Assistance” 

· RD 1940-20, “Request for Environmental Information” 

· Scope of Work Narrative

· AD-1047, “Debarment/Suspension Certification” 

· AD-1048, “Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion” 

· AD-1049, “Certification Regarding Drug-Free Workplace Requirements” 

· Restrictions on Lobbying , Form 1940 Q, Exhibit A-1 Certificate for Contracts Grants & Loans

· RD 400-1, “Equal Opportunity Agreement” 

· RD 400-4, “Assurance Agreement” 

· Letter stating Board authorization to obtain assistance

· Letter certifying citizenship, as referenced in 7 CFR 1942.307(b).  
· Evidence of State Clearinghouse Comments-Executive Order 12372
· Most recent Balance Sheet or Audit 
Please submit an original and one copy of the pre-application, with all required attachments, to the appropriate Local Office.  The required forms can be obtained at the State Office or any Local Office. For a list of local offices http://www.rurdev.usda.gov/ca/offices/index.htm
Scope of Work Narrative should contain the following:

1. Table of Contents:  Should include page numbers for each component of the proposal and immediately follow the required forms.  

2. Executive Summary: Summary should be self-contained and describe the overall goals, objectives, benchmarks and relevance of the project related to supporting rural businesses and fostering employment opportunities.  Provide the title of the project and the names of primary contacts and the applicant’s organization, as well as a list of all organizations involved in the project.

3. Rational and Significance:  1) Substantiate the need for the proposed project. 2) Describe the project’s specific relationship between small and emerging businesses, job creation and retention, and to the problem addressed.  3) Document why this project is not a duplication of existing services, Describe how the project fits into the community’s adopted plan for revitalizing the area. Include copy of area of plan or reference where it can be found.

4. Objectives:  Discuss the specific objectives/benchmarks to be accomplished under the project.  Identify the type and size of small and emerging businesses to be targeted, and the results that are expected.  Documentation showing that the small and emerging businesses that are being assisted meets the RBEG definition for a small and emerging business. Include the number of jobs created,saved, and number of businesses assisted. 

5. Grant Management :  Provide a detailed description of the approach to accomplish the objectives and the specific individuals assigned to and responsible for ensuring each activity is carried out.  Documentation to document may include: 1) a business or operational plan, 2) Plans for the management of the project, 3) description of the applicants financial capacity to meet administrative and day-to-day working capital requirements. 4) Describe how the project will be coordinated among various participants , as well as the nature of the collaborations.  
6. The Scope of Work will be used to measure the performance of the grantee. 
(a)  The specific purposes for which grant funds will be utilized, i.e., Technical Assistance, Revolving Fund, etc.

(b)  Timeframes or dates by which action surrounding the use of funds will be accomplished.

(c)  Who will be carrying out the purpose for which the grant is made (key personnel should be identified).

(d)  Documentation regarding the availability and amount of other funds to be used in conjunction with the funds from the RBE/Television Demonstration program.

(For technical assistance and television demonstration program projects, the scope of work should include a budget based on the budget contained in the application, modified or revised as appropriate, which includes salaries, fringe benefits, consultant costs, indirect costs, and other appropriate direct costs for the project.)
Sample work plan/budget format
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7. Demographic Information.  For rating and ranking purposes, the non-metropolitan median household income and population is based on the 2000 Census data prepared by the Bureau of the Census.State unemployment rates are available at insert web site.  If several rural communities or counties will be assisted, please list the communities by the percent of grant utilization.
8. Commitments from Businesses.  Applicant has evidence that small business development will occur by startup or expansion as a result of the activities to be carried out under the grant.  NOTE:  Letters must include more information than mere “letters of support.” Letters should Include the number of jobs created or saved.
9. Written evidence of commitment of leveraged funds or other sources toward the total project costs.  Only include those funds that have been committed to date.  All funding sources must identify whether or not funds are new moneys, or in-kind contributions.
10.  Applicant’s experience and accomplishments in administering economic and community development programs and assisting rural communities. Applicant should have evidence of at least five years of successful experience in the type of activity proposed in the application for funds.  Evidence of successful experience may be (1) a description of experience supplied and certified by the applicant or (2) a letter of support from appropriate local elected officials explaining the applicant’s experience.

11.  Evidence that the State Clearing House comments have been requested, pursuant to Executive Order 12372, “Intergovernmental Review of Federal Grants”.  This is a copy of the letter sent to: California State Clearinghouse, 1400 10th Street, 121 Sacramento, CA  95814.  The letter should include a copy of your SF 424. (Note: Federally recognized Indian Tribes are exempt from this process.)
12.  Address each scoring criteria either in the narrative or as an attachment .  See Project Selection Criteria starting on Page 10.
DUNS number: You will need a Dun and Bradstreet Data Universal Numbering System (DUNS) number. You must provide your DUNS number on the SF-424, “Application for Federal Assistance.”

To verify that your organization has a DUNS number or to receive one at no cost, call the dedicated toll-free request line at (866) 705-5711 or access the website at:

http://www.dnb.com/us/UTH. You will need the following pieces of information when requesting a DUNS number.

• Legal name

• Headquarters name and address of the organization

• Doing business as (dba) or other name by which the organization is commonly recognized

• Physical address

• Mailing address (if separate from headquarters and/or physical address)

• Telephone number

• Contact name and title

• Number of employees at the physical location

FOR REQUESTS TO ESTABLISH OR RECAPITALIZE REVOLVING LOAN FUNDS ONLY

 Detailed relending work plan for requests to establish or recapitalize a revolving loan fund.   The plan must, at a minimum, include the following:

· Document the intermediary’s ability to administer the RLF.

· Document the ability to commit financial resources controlled by the intermediary.  

· Demonstrate a need for loan funds. At a minimum, intermediary should document a sufficient number of ultimate recipients who will benefit from the revolving loan fund, and who will demonstrate adequate repayment ability to accept the terms and requirements of the loan requirements.  

· Include a list of proposed fees and other charges it will assess the ultimate recipient.

· Explain the mechanics of the relending program including management, loan processing, and servicing activities.

· Identify the following: service area, eligibility criteria, loan purposes, fees, rates, terms, collateral requirements, priorities, application process, method of fund disbursement, collections, monitoring and reporting requirements.

Project Selection Criteria
USDA Rural Development will initially determine if the organization is eligible and whether the preapplication is complete.  The Agency will then use the following criteria to rate and rank the proposals received.  The criteria and maximum points for each are provided below, with the maximum number of points being 210 points.  Each proposal will be judged using the following in accordance with 7 CFR part 1942, subpart G:

Note: Each pre-application is subject to review by staff to validate the elements of each proposal as applied against the selection criteria, prior to rating and ranking. 

PROJECT SELECTION CRITERIA

A. Population – Proposed project is located in a rural community having a population: 

 Between 15,000 and 25,000                     5 points

 Between 5,000 and 15,000                      10 points

 Under 5,000                                             15 points  

The population is determined by the primary location of the project. Where the project location is not clearly identifiable, use the largest community in the area to be served as the most densely populated and award points accordingly. Where the project location is not clearly identifiable, there will be no points awarded. Multi-state and statewide projects receive zero points. Population is based on the 2000 census
B.  Economic Conditions
NOTE:  Each item regarding economic conditions refers to area being served.  Each item regarding economic conditions is based upon the average of data for the area to be served by RBEG. Applications should identify all areas affected by the proposed project including cities, counties, towns, states, etc.

1. Proposed project will be located in areas where the unemployment rate exceeds the State unemployment rate by:

a.  25 percent or more                                  20 points  

b.   less than 25 percent                                10 points

c.   Equal to or less than State rate                  0 points

Annual employment rates for FY2009  can be obtained from the Local Offices or http://stats.bls.gov/
2. Proposed project will be located in areas where the median household income (MHI), based on the 2000 census, of the population to be served by the proposed facility is:

a. Less than the poverty line for a family of 4 as prescribed by Section 673 (2) of the Community Services Block Grant Act (42.U.S.C. 9902 (2)). 


25 points

b. More than the poverty line and less than 85% of the State’s MHI. 





15 points

c. More than the poverty line and between 85% and 100% of the State’s MHI. 




10 points

d. Equal to or greater than the State MHI 

  0 points   

C.  Experience.  Applicant has substantial experience in 

administering a rural economic development program. Applicant can demonstrate at least five years of successful experience and certifying to the experience



  10 points
D.  Other

1. Applicant has written evidence of commitment from small business that small business development will occur by startup or expansion as a result of the grant. Written evidence of commitment by small businesses must be provided to Rural Development



 25 points

Note: Feasibility studies don’t normally receive points under this criterion since there are no assurances that business development and/or jobs will occur just because a study will be completed.

2. Grant request contains evidence that a substantial commitment of funds from nonfederal sources for proposed project is:

a. more than 50 percent 


15 points
b. more than 25 percent and less than 50 percent





 10 points
c. between 5 percent and 25 percent
  5 points
3.  For grants to establish a revolving fund, or grant request contains proposed third party recipients. 25 points 
Note: Points will be awarded under either #1 or #3, but not both.  Third party recipients are defined as loans made by an intermediary to an ultimate recipient business. Points should be awarded here only for a revolving fund. No points should be awarded for technical assistance or any other purpose. Award points only if the proposed grantee is establishing a revolving loan fund. If the proposed grantee has an existing revolving loan fund from any source, no points will be awarded.
4.  The proposed project will create and/or save jobs at:

a. one job per each $10,000 or less in grant  funds expended  

10 points
b. one job per each $25,000 to $10,000  in grant funds expended 





5 points

The number of jobs must be evidenced by a written commitment from the business to be assisted.

5.  Proposed project is consistent with, and is reflected in, local plans for the area. 








 5 points

6.  The applicant’s Rural Business Enterprise Grant request is:

a. less than $100,000                                     25 points

b. $100,000 to $200,000                                15 points 
c. more than $200,000 to $500,000               10 points

7.  The project will assist a small and emerging private business enterprise as described in 1942.305 (a) (2) of RD Instruction 1942-G







10 points

ISSUANCE OF STATE DIRECTOR DISCRETIONARY POINTS

In addition to the above criteria, the State Director for USDA Rural Development has the authority to assign up to an additional 50 discretionary points. It is at the sole discretion of the State Director whether a preapplication will receive any State Director Discretionary Points. 

A project that is an initial project receives discretionary points. An initial RBEG is one made to a grantee to do a purpose which has not been done by the grantee with RBEG funds previously.  (Subsequent grant example: Once a grantee has received an RBEG for technical assistance, the next request the grantee submits for technical assistance is considered a subsequent project and no discretionary points may be given to the subsequent request or any future requests the grantee has for technical assistance.)

For grants of less than $100,000 a maximum possible 50 discretionary points; $100,000 to $200,000 a maximum possible 30 points; more than $200,000, but not more than $500,000, a maximum possible 20 points.  There are no State Discretionary Points for projects that exceed $500,000.  
INTAKE & PROCESSING OF GRANT PROPOSALS

Preapplication Review Process:

All preapplications will be reviewed for completeness and eligibility by one of our Local Offices serving your county.  If a preapplication is determined incomplete, the applicant will be informed within thirty days from receipt of the preapplication, with a written explanation of the deficiencies.

Selection Process:

After this initial screening process at the Local Office, all eligible preapplications, along with tentative scoring sheets and the recommendations will be forwarded to the State Office, in Davis, California for final evaluation. 

Preapplications will then be selected for Fiscal Year 2010 funding consideration in rank order until all available funds have been expended.  Each proposal will be judged on its own merits.  

Notice of Invitation to Submit Complete Application

All preapplications selected for funding consideration for a Rural Business Enterprise Grant for Fiscal Year 2010 will be notified by the designated Local Office by issuing Form AD-622, “Notice of Preapplication Review Action.”  For a list of local office http://www.rurdev.usda.gov/ca/offices/index.htm
At that time the proposed recipient will be invited to submit a complete application within 30 days of receipt of notice, along with instructions related to the agreed upon award amount, and ask to schedule a application conference with the designated Local Office representative to discuss items needed for a formal application and to further clarify issues related to the project.  

Final Approval and Funding Process
Final approval is subject to the availability of funds, that the applicant submits a complete application, as well as meets the program requirements and responsibilities of grantee contained in 7 CFR part 1942, subpart G and the “Letter of Conditions”.  

Those preapplications that do not have sufficient priority necessary to receive Rural Business Enterprise Grant funds in Fiscal Year 2010 or were not selected for lack of program compliance will be notified in writing.
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