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developing emerging enterprises. Busi-
ness incubators funded in conjunction 
with zero-interest loans will include 
those facilities in which single or mul-
tiple businesses may use premises, sup-
port staff, computer software, hard-
ware, telecommunications equipment, 
machinery, janitorial services, utili-
ties, or other overhead facilities. Grant 
funding may also be provided to allow 
business incubators to provide feasi-
bility studies and technical assistance 
in accordance with paragraphs (b) and 
(c) of this section; 

(e) Community development assist-
ance to non-profit entities and public 
bodies for employment creation 
projects, or other projects which pro-
vide needed community facilities and 
services; 

(f) Facilities and equipment to pub-
lic, for-profit and non-profit entities to 
provide education and training to rural 
residents to facilitate economic devel-
opment. Equipment and facilities may 
be funded to enable rural businesses to 
provide educational and job enhance-
ment skills to employees; 

(g) Facilities and equipment to pub-
lic, for-profit and non-profit entities to 
provide medical care to rural residents. 
Equipment and facilities may be fund-
ed to enable eligible entities to provide 
medical training and related profes-
sional health care skills to rural health 
care providers; 

(h) Projects which utilize advanced 
telecommunications and/or computer 
networks to facilitate medical or edu-
cational services or job training in ac-
cordance with paragraphs (f) and (g) of 
this section. 

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

§ 1703.19 General requirements for 
grant funding. 

(a) Grants made under § 1703.18(a), es-
tablishment and operation of a revolv-
ing loan program by Borrowers, will be 
limited to Borrowers and can be made 
without zero-interest loans. Grants 
made under § 1703.18 (b) through (h) will 
be made only in conjunction with zero- 
interest loans, and on a pass-through 
basis. 

(b) Pass-through grant funding for 
projects under § 1703.18 (b), (c), (f), (g) 
and (h) will be available for non-profit 

and for-profit entities. Pass-through 
grant funding for projects under 
§ 1703.18 (d) and (e) will be available 
only for non-profit entities. 

(c) All projects funded with zero-in-
terest loans and grants will require 
supplemental funding in accordance 
with § 1703.23. For grants made under 
§ 1703.18(a), the portion eligible for RUS 
funding may be fully funded with grant 
funds. For all other grants funded 
under § 1703.18, the portion of project 
costs eligible for RUS funding may be 
funded up to 20 percent with grant 
funds. 

(d) Grant funding will be provided 
only to the extent necessary for a fea-
sible project. A feasible project is a 
project which expects to generate suffi-
cient income to pay operating expenses 
and debts and compensate for deprecia-
tion of equipment and facilities for the 
project which is to be funded by RUS. 
Depreciation must be based on allow-
able depreciation schedules as set forth 
by the United States Internal Revenue 
Service. Borrowers whose analyses of 
projects show feasibility without grant 
funds should not apply for grant fund-
ing. Borrowers requesting pass-through 
grant funds will base grant funding re-
quests on borrower projected income 
and expense projections for the project, 
and documentation regarding deprecia-
tion of the equipment and facilities for 
the project. The Administrator will de-
termine whether the Borrower’s projec-
tions of income, expenses and deprecia-
tion are reasonable. 

(e) For projects that project insuffi-
cient operating revenue the first two 
years to show feasibility, borrowers 
should first consider the deferral provi-
sions set forth in § 1703.29(b) before de-
termining the appropriate level of re-
quested grant funding. Zero-interest 
loan and grant funding will be ap-
proved in accordance with paragraph 
(d) of this section based on the option 
which results in the lowest required 
grant percentage. 

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

(g) Borrowers or project owners must 
demonstrate the availability and com-
mitment of other sources of funding 
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needed to complete a project in addi-
tion to RUS loan and/or grant funds, 
prior to the first advance of RUS funds. 

(h) Feasibility studies and/or tech-
nical assistance funded with grants 
under § 1703.18 (b) and (c) must be per-
formed by entities which are inde-
pendent of the Borrower and qualified 
to provide such services. The project 
owner, if deemed qualified in accord-
ance with this paragraph, may furnish 
a feasibility study under § 1703.18(b). 
Entities furnishing technical assist-
ance under § 1703.18(c), must be inde-
pendent of the project owner. To be 
deemed qualified, entities providing 
feasibility studies and/or technical as-
sistance must: 

(1) Provide sufficient documentation 
evidencing their proven ability, back-
ground and experience to furnish such 
services; and 

(2) Provide sufficient documentation 
evidencing their legal authority and 
capacity to furnish such services. 

[59 FR 11706, Mar. 14, 1994] 

§ 1703.20 Ineligible uses of zero-inter-
est loans and grants. 

(a) Zero-interest loans and grants 
must not be used: 

(1) To fund or assist projects of which 
any director, officer, general manager 
or significant stockholder of the Bor-
rower, or close relative thereof, is an 
owner, stockholder, partner or direc-
tor, or which would, in the judgment of 
the Administrator, create a conflict of 
interest or the appearance of a conflict 
of interest. The Borrower must disclose 
to the Administrator information re-
garding any conflict of interest, poten-
tial conflict of interest or any appear-
ance of a conflict of interest. The Ad-
ministrator will determine whether 
there is a conflict of interest or wheth-
er any potential conflict of interest or 
appearance of a conflict of interest 
may adversely affect RUS’s interests. 
A Borrower organized as, or consisting 
of a cooperative, widely held mutual 
corporation, tribal government, munic-
ipal power corporation, public power 
district, or a similar widely held orga-
nization would ordinarily be able to 
have an ownership interest in or man-
age a project operated on either a for- 
profit or non-profit basis. A Borrower 
organized as a closely held, for-profit 

corporation with more than 5 percent 
of its stock held by one legal person, 
its subsidiary or an affiliate, would or-
dinarily be able to own or manage a 
project operated on a non-profit basis 
only; 

(2) For any costs incurred on the 
project: 

(i) Prior to receipt of the Borrower’s 
completed application by RUS during 
an application period unless the Ad-
ministrator has specifically approved 
such usage in writing; or 

(ii) For site development, the de-
struction or alteration of buildings, or 
other activities that would adversely 
affect the environment or limit the 
choice of reasonable alternatives prior 
to satisfying the requirements of 
§ 1703.32; 

(3) By the Borrower to purchase or 
lease any real property, materials, 
equipment, or services from its sub-
sidiary, an affiliate, or significant 
stockholders, officers, managers or di-
rectors of the Borrower, or close rel-
atives thereof, where the purchase or 
lease has not been fully disclosed to 
the Administrator and received the Ad-
ministrator’s prior written approval; 

(4) By the recipient of a pass- 
through-loan or pass-through-grant to 
purchase or lease any real property, 
materials, equipment, or services from 
the Borrower, its subsidiary, an affil-
iate of the Borrower, or significant 
stockholders, officers, managers or di-
rectors of the Borrower, or close rel-
atives thereof, where the purchase or 
lease has not been fully disclosed to 
the Administrator and received the Ad-
ministrator’s prior written approval; 

(5) To pay off or refinance existing 
indebtedness incurred prior to receipt 
of the Borrower’s completed applica-
tion by RUS or for refinancing or re-
paying a loan made under the Act or a 
program administered by the Adminis-
trator; 

(6) For any electric or telephone pur-
pose, as determined by the Adminis-
trator; 

(7) For the Borrower’s electric or 
telephone operations or for any oper-
ations affiliated with the Borrower un-
less the Administrator has specifically 
informed the Borrower in writing that 
the operations are part of the approved 
purposes; 
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