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(2) A copy of the notification to the
Governor will be submitted to the Ad-
ministrator along with a copy of the
State’s application and other material
submitted in support of the applica-
tion.

(d) Determining State eligibility. (1) The
Governor will provide the Under Sec-
retary with evidence that the State has
complied with the eligibility require-
ments of paragraph (a)(2) of this sec-
tion not later than September 1, 1992,
for the first established time period
and not later than September 1 for
each of the remaining established time
periods.

(2) The Under Secretary will review
the material submitted by the Gov-
ernor in sufficient detail to determine
if a State has complied with all eligi-
bility requirements of this subpart.
The panel will not begin reviewing and
ranking applications until the Gov-
ernor has been notified in writing by
the Under Secretary that the State has
been determined eligible and is des-
ignated to participate in this program.
A copy of the notification will be sent
to the Administrator. The Under Sec-
retary’s decision is not appealable.

(e) Eligibility requirements. (1) With re-
spect to this subpart, the Under Sec-
retary may determine a State to be an
eligible State provided all of the fol-
lowing apply not later than October 1
of each FY:

(i) The State has established a rural
economic development review panel
that meets the requirements of
§1940.956 of this subpart;

(ii) The Governor has appointed an
officer or employee of the State gov-
ernment to serve as State coordinator
to carry out the responsibilities set
forth in §1940.957 of this subpart; and

(iii) The Governor has designated an
agency of the State government to pro-
vide the panel and State coordinator
with support for the daily operation of
the panel.

(2) If a State is determined eligible
initially and desires to participate in
additional time periods established for
this program, the Governor will submit
documents and information not later
than September 1 of each subsequent
FY in sufficient detail for the Under
Secretary to determine, prior to the
beginning of the additional time pe-
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riod, that the State is still in compli-
ance with all eligibility requirements
of this subpart.

§1940.955 Distribution of
funds to designated States.

(a) States selected to participate in
the first established time period will
receive funds from designated rural de-
velopment programs according to ap-
plicable program regulations until the
end of FY 1992, if necessary for States
to have sufficient time to meet the eli-
gibility requirements of this subpart,
and to be designated to participate in
this program. No funds will be adminis-
tered under this subpart to an ineli-
gible State.

(b) If a State becomes an eligible
State any time prior to the end of FY
1992, any funds remaining unobligated
from a State’s FY 1992 allocation, may
be administered under this subpart.

(c) Beginning in FY 1993 and for each
established time period thereafter, all
designated rural development program
funds received by a designated State
will be administered in accordance
with §81940.961 through 1940.965 of this
subpart, provided the State is deter-
mined eligible prior to the beginning of
each FY in accordance with §1940.954 of
this subpart. No assistance will be pro-
vided under any designated rural devel-
opment program in any designated
State that is not an eligible State.

program

§1940.956 State rural economic devel-
opment review panel.

(a) General. In order for a State to be-
come or remain an eligible State, the
State must have a rural economic de-
velopment panel that meets all re-
quirements of this subpart. Each des-
ignated State will establish a schedule
whereby the panel and FmHA or its
successor agency under Public Law 103-
354 will coordinate the submission, re-
view, and ranking process  of
preapplications/applications. The
schedule will be submitted to the
Under Secretary for concurrence and
should consider the following:

(1) Timeframes should assure that ap-
plications selected for funding from the
current FY'’s allocation of funds can be
processed by FmHA or its successor
agency under Public Law 103-354 and
funds obligated prior to the July 15
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pooling established
this subpart;

2 Initial submission of
preapplications/applications from
FmHA or its successor agency under
Public Law 103-354 to the panel and any
subsequent submissions during the
first year;

(3) How often during each FY there-
after should FmHA or its successor
agency under Public Law 103-354 sub-
mit preapplications/applications to the
panel for review and ranking;

(4) Number of working days needed
by the panel to review and rank
preapplications/applications;

(5) Number of times during the FY
the panel will submit a list of ranked
preapplications/applications to FmHA
or its successor agency under Public
Law 103-354 for funding consideration;

(6) Consider the matching of avail-
able loan and grant funds to assure
that all allocated funds will be used;

©) How to consider ranked
preapplications/applications at the end
of the FY that have not been funded;
and

(8) How to consider requests for addi-
tional funds needed by an applicant to
complete a project that already has
funds approved; i.e., construction bid
cost overrun.

(b) Duties and responsibilities. The
panel is required to advise the State
Director on the desirability of funding
applications from funds available to
the State from designated rural devel-
opment programs. In relation to this
advice, the panel will have the fol-
lowing duties and responsibilities:

(1) Establish policy and criteria to re-
view and evaluate area plans and to re-
view and rank preapplications/applica-
tions. (i) Area plan. The panel will de-
velop a written policy and criteria to
use when evaluating area plans. The
criteria to be used when evaluating
area plans will assure that the plan in-
cludes, as a minimum, the technical in-
formation included in §1940.959 of this
subpart. The criteria will be in suffi-
cient detail for the panel to determine
that the plan is technically and eco-
nomically adequate, feasible, and like-
ly to succeed in meeting the stated
goals of the plan. The panel will give
weight to area-wide or regional plans
and comments submitted by intergov-
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ernmental development councils or
similar organizations made up of local
elected officials charged with the re-
sponsibility for rural area or regional
development. A copy of the policy and
evaluating criteria will be provided to
FmHA or its successor agency under
Public Law 103-354.

(ii) Applications. The panel will annu-
ally review the policy and criteria used
by the panel to evaluate and rank
preapplications/applications in accord-
ance with this subpart. The panel will
assure that the policy and criteria are
consistent with current rural develop-
ment needs, and that the public has an
opportunity to provide input during
the development of the initial policy
and criteria. The Governor will provide
a copy of the initial policy and criteria
established by the panel when submit-
ting evidence of eligibility in accord-
ance with §1940.954 of this subpart. An-
nually, thereafter, and not later than
September 1 of each FY, the State co-
ordinator will send the Under Sec-
retary evidence that the panel has re-
viewed the established policy and cri-
teria. The State coordinator will also
send the Under Secretary a copy of all
revisions.

(A) The policy and criteria used to
rank applications for business related
projects will include the following,
which are not necessarily in rank
order:

(1) The extent to which a project
stimulate rural development by cre-
ating new jobs of a permanent nature
or retaining existing jobs by enabling
new small businesses to be started, or
existing businesses to be expanded by
local or regional area residents who
own and operate the businesses.

(2) The extent to which a project will
contribute to the enhancement and the
diversification of the local or regional
area economy.

(3) The extent to which a project will
generate or retain jobs for local or re-
gional area residents.

(4) The extent to which a project will
be carried out by persons with suffi-
cient management capabilities.

(5) The extent to which a project is
likely to become successful.

(6) The extent to which a project will
assist a local or regional area over-
come severe economic distress.

107



§1940.956

(7) The distribution of assistance to
projects in as many areas as possible in
the State with sensitivity to geo-
graphic distribution.

(8) The technical
project.

(9) The market potential and mar-
keting arrangement for the projects.

(10) The potential of such project to
promote the growth of a rural commu-
nity by improving the ability of the
community to increase the number of
persons residing in the community and
by improving the quality of life for
these persons.

(B) The policy and criteria used to
rank preapplications/applications for
infrastructure and all other commu-
nity facility-type projects will include
the following which are not necessarily
in rank order:

(1) The extent to which the project
will have the potential to promote the
growth of a rural community by im-
proving the quality of life for local or
regional residents.

(2) The extent to which the project
will affect the health and safety of
local or regional area residents.

(3) The extent to which the project
will improve or enhance cultural ac-
tivities, public service, education, or
transportation.

(4) The extent to which the project
will affect business productivity and
efficiency.

(5) The extent to which the project
will enhance commercial business ac-
tivity.

(6) The extent to which the project
will address a severe loss or lack of
water quality or quantity.

(7) The extent to which the project
will correct a waste collection or dis-
posal problem.

(8) The extent to which the project
will bring a community into compli-
ance with Federal or State water or
waste water standards.

(9) The extent to which the project
will consolidate water and waste sys-
tems and utilize management effi-
ciencies in the new system.

(2) Review and evaluate area plans.
Each area plan submitted for a local or
regional area will be reviewed and eval-
uated by the panel. After an area plan
has been reviewed and evaluated in ac-

aspects of the
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cordance with established policy and
criteria:

(i) The panel will accept any area
plan that meets established criteria
unless the plan is incompatible with
any other area plan for that area that
has been accepted by the panel; or

(if) The panel will return any area
plan that is technically or economi-
cally inadequate, not feasible, is un-
likely to be successful, or is not com-
patible with other panel-accepted area
plans for that area. When an area plan
is returned, the panel will include an
explanation of the reasons for the re-
turn and suggest alternative proposals.

(iii) The State coordinator will no-
tify the State Director, in writing, of
the panel’s decision on each area plan
reviewed.

(3) Review and rank preapplications/ap-
plications. The panel will review, rank,
and transmit a ranked list of
preapplications/applications according
to the schedule prepared in accordance
with paragraph (a) of this section, and
the following:

(i) Review preapplications/applications.
The panel will review each
preapplication/application for assist-
ance to determine if the project to be
carried out is compatible with the area
plan in which the project described in
the preapplication/application is pro-
posed, and either:

(A) Accept any preapplication/appli-
cation determined to be compatible
with such area plan; or

(B) Return to the State Director any
preapplication/application determined
not to be compatible with such area
plan. The panel will notify the appli-
cant when preapplication/applications
are returned to the State Director.

(i) Rank preapplications/applications.
The panel will rank only those
preapplications/applications that have
been accepted in accordance with para-
graph (b)(3)(i)(A) of this section. The
panel will consider the sources of as-
sistance and related activities in the
State identified by the designated
agency. Applications will be ranked in
accordance with the written policy and
criteria established in accordance with
paragraph (b)(1)(ii) of this section and
the following:
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(A) Priority ranking for projects ad-
dressing health emergencies. In addi-
tion to the criteria established in para-
graph (b)(1)(ii) of this section,
preapplications/applications for
projects designed to address a health
emergency declared so by the appro-
priate Federal or State agency, will be
given priority by the panel.

(B) Priority based on need. If two or
more preapplications/applications
ranked in accordance with this subpart
are determined to have comparable
strengths in their feasibility and po-
tential for growth, the panel will give
priority to the applications for projects
with the greatest need.

(C) If additional ranking criteria for
use by a panel are required in any des-
ignated rural development program
regulation, the panel will give consid-
eration to the criteria when ranking
preapplications/applications submitted
under that program.

(iii) Transmit list of ranked
preapplications/applications. After the
preapplications/applications have been
ranked, the panel will submit a list of
all preapplications/applications re-
ceived to the State coordinator. The
list will clearly indicate each
preapplication/application accepted for
funding and will list preapplications/
applications in the order established
for funding according to priority rank-
ing by the panel. The list will not in-
clude a preapplication/application that
is to be returned to the applicant in ac-
cordance with paragraph (b)(3)(i)(B) of
this section. The State coordinator will
send a copy of the list to the State Di-
rector for further processing of the
preapplication/application in accord-
ance with §1940.965 of this subpart.
Once the panel has ranked and sub-
mitted the list to FmMHA or its suc-
cessor agency under Public Law 103-354
and the State Director has selected a
preapplication/application for funding,
the preapplication/application selected
will not be replaced with a
preapplication/application received at
a later date that may have a higher
ranking.

(4) Public availability of list. If re-

quested, the State coordinator will
make the list of ranked
preapplications/applications available

to the public and will include a brief
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explanation and justification of why
the project preapplications/applica-
tions received their priority ranking.

(c) Membership. (1) Voting members.
The panel will be composed of not more
than 16 voting members who are rep-
resentatives of rural areas. The 16 vot-
ing members will include the following:

(i) One of whom is the Governor of
the State or the person designated by
the Governor to serve on the panel, on
behalf of the Governor, for that year;

(ii) One of whom is the director of the
State agency responsible for economic
and community development or the
person designated by the director to
serve on the panel, on behalf of the di-
rector, for that year:

(iii) One of whom is appointed by a
statewide association of banking orga-
nizations;

(iv) One of whom is appointed by a
statewide association of investor-
owned utilities;

(v) One of whom is appointed by a
statewide association of rural tele-
phone cooperatives;

(vi) One of whom is appointed by a
statewide association of noncoopera-
tive telephone companies;

(vii) One of whom is appointed by a
statewide association of rural electric
cooperatives;

(viii) One of whom is appointed by a
statewide association of health care or-
ganizations;

(ix) One of whom is appointed by a
statewide association of existing local
government-based planning and devel-
opment organizations;

(x) One of whom is appointed by the
Governor of the State from either a
statewide rural development organiza-
tion or a statewide association of pub-
licly-owned electric utilities, neither of
which is described in any of paragraphs
(c)(2)(iii) through (ix);

(xi) One of whom is appointed by a
statewide association of counties;

(xii) One of whom is appointed by a
statewide association of towns and
townships, or by a statewide associa-
tion of municipal leagues, as deter-
mined by the Governor;

(xiii) One of whom is appointed by a
statewide association of rural water
districts;

(xiv) The State director of the Fed-
eral small business development center
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or, if there is no small business devel-
opment center in place with respect to
the State, the director of the State of-
fice of the Small Business Administra-
tion;

(xv) The State representative of the
Economic Development Administra-
tion of the Department of Commerce;
and

(xvi) One of whom is appointed by the
State Director from among the officers
and employees of FmHA or its suc-
cessor agency under Public Law 103-
354.

(2) Nonvoting members. The panel will
have not more than four nonvoting
members who will serve in an advisory
capacity and who are representatives
of rural areas. The four nonvoting
members will be appointed by the Gov-
ernor and include:

(i) One from names submitted by the
dean or the equivalent official of each
school or college of business, from col-
leges and universities in the State;

(ii) One from names submitted by the
dean or the equivalent official of each
school or college of engineering, from
colleges and universities in the State;

(iii) One from names submitted by
the dean or the equivalent official, of
each school or college of agriculture,
from colleges and universities in the
State; and

(iv) The director of the State agency
responsible for extension services in
the State.

(3) Qualifications of panel members ap-
pointed by the Governor. Each individual
appointed to the panel by the Governor
will be specially qualified to serve on
the panel by virtue of the individual’s
technical expertise in business and
community development.

(4) Notification of selection. Each
statewide organization that selects an
individual to represent the organiza-
tion on the panel must notify the Gov-
ernor of the selection.

(5) Appointment of members representa-
tive of statewide organization in certain
cases. (i) If there is no statewide asso-
ciation or organization of the entities
described in paragraph (c)(1) of this
section, the Governor of the State will
appoint an individual to fill the posi-
tion or positions, as the case may be,
from among nominations submitted by
local groups of such entities.
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(ii) If a State has more than one of
any of the statewide associations or or-
ganizations of the entities described in
paragraph (c)(1) of this section, the
Governor will select one of the like or-
ganizations to name a member to serve
during no more than one established
time period. Thereafter, the Governor
will rotate selection from among the
remaining like organizations to name a
member.

(d) Failure to appoint panel members.
The failure of the Governor, a Federal
agency, or an association or organiza-
tion described in paragraph (c) of this
section, to appoint a member to the
panel as required under this subpart,
shall not prevent a State from being
determined an eligible State.

(e) Panel vacancies. A vacancy on the
panel will be filled in the manner in
which the original appointment was
made. Vacancies should be filled prior
to the third panel meeting held after
the vacany occurred. The State coordi-
nator will notify the State Director, in
writing, when the vacancy is filled or if
the vacancy will not be filled.

(f) Chairperson and vice chairperson.
The panel will select two members of
the panel who are not officers or em-
ployees of the United States to serve as
the chairperson and vice chairperson of
the panel. The term shall be for 1 year.

(g) Compensation to panel members. (1)
Federal members. Except as provided in
§1940.960 of this subpart, each member
of the panel who is an officer or em-
ployee of the Federal Government may
not receive any compensation or bene-
fits by reason of service on the panel,
in addition to that which is received
for performance of such officer or em-
ployee’s regular employment.

(2) NonFederal members. Each non-
federal member may be compensated
by the State and/or from grant funds
established in §1940.968 of this subpart.

(h) Rules governing panel meetings. (1)
Quorum. A majority of voting members
of the panel will constitute a quorum
for the purpose of conducting business
of the panel.

(2) Frequency of meetings. The panel
will meet not less frequently than
quarterly. Frequency of meetings
should be often enough to assure that
applications are reviewed and ranked
for funding in a timely manner.
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(3) First meeting. The State coordi-
nator will schedule the first panel
meeting and will notify all panel mem-
bers of the location, date, and time at
least seven days prior to the meeting.
Subsequent meetings will be scheduled
by vote of the panel.

(4) Records of meetings. The panel will
keep records of the minutes of the
meetings, deliberations, and evalua-
tions of the panel in sufficient detail to
enable the panel to provide interested
agencies or persons the reasons for its
actions.

(i) Federal Advisory Committee Act.
The Federal Advisory Committee Act
shall not apply to any State rural eco-
nomic development review panel.

(J) Liability of members. The members
of a State rural economic development
review panel shall not be liable to any
person with respect to any determina-
tion made by the panel.

§1940.957 State coordinator.

The Governor will appoint an officer
or employee of State government as
State coordinator in order for a State
to become and remain an eligible State
under this subpart. The State coordi-
nator will have the following duties
and responsibilities:

(a) Manage, operate, and carry out
the instructions of the panel;

(b) Serve as liaison between the panel
and the Federal and State agencies in-
volved in rural development;

(c) Coordinate the efforts of inter-
ested rural residents with the panel
and ensure that all rural residents in
the State are informed about the man-
ner in which assistance under des-
ignated rural development programs is
provided to the State pursuant to this
subpart, and if requested, provide infor-
mation to State residents; and

(d) Coordinate panel activities with
FmHA or its successor agency under
Public Law 103-354.

§1940.958 Designated agency.

The Governor will appoint a State
agency to provide the panel and the
State coordinator with support for the
daily operation of the panel. In addi-
tion to providing support, the des-
ignated agency is responsible for iden-
tifying:

§1940.959

(a) Alternative sources of financial
assistance for project preapplications/
applications reviewed and ranked by
the panel, and

(b) Related activities within the
State.

§1940.959 Area plan.

Each area plan submitted to the
panel for review in accordance with
§1940.956 of this subpart shall identify
the geographic boundaries of the area
and shall include the following infor-
mation:

(a) An overall development plan for
the area with goals, including business
development and infrastructure devel-
opment goals, and time lines based on
a realistic assessment of the area, in-
cluding, but not limited to, the fol-
lowing:

(1) The number and types of busi-
nesses in the area that are growing or
declining;

(2) A list of the types of businesses
that the area could potentially sup-
port;

(3) The outstanding need for water
and waste disposal and other public
services or facilities in the area;

(4) The realistic possibilities for in-
dustrial recruitment in the area;

(5) The potential for development of
tourism in the area;

(6) The potential to generate employ-
ment in the area through creation of
small businesses and the expansion of
existing businesses; and

(7) The potential to produce value-
added agricultural products in the
area.

(b) An inventory and assessment of
the human resources of the area, in-
cluding, but not limited to, the fol-
lowing:

(1) A current list of organizations in
the area and their special interests;

(2) The current level of participation
of area residents in rural development
activities and the level of participation
required for successful implementation
of the plan;

(3) The availability of general and
specialized job training in the area and
the extent to which the training needs
of the area are not being met;
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