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RURAL BUSINESS-COOPERATIVE SERVICES

PROGRAMS SUPPORTING RENEWABLE ENERGY SYSTEMS

The Rural Business-Cooperative Service (RBS) makes loans and grants to provide financing for the development of Renewable Energy Systems.  One of the fundamental goals of this program is to promote national economic growth, with specific attention to rural economic interests through the conversion of renewable farm and forestry resources to affordable electricity, fuel, chemicals, pharmaceuticals, and other materials.  This program is consistent with President Bush’s National Energy Policy.

Business and Industry Guaranteed Loan Program
Under the Business and Industry (B&I) Guaranteed Loan Program, loans may be made for the production of biobased products and bioenergy.  Commercial loan guarantees are available up to 90 percent.  Assistance is available to virtually any legally organized entity including a cooperative, corporation or partnership, trust or other profit or nonprofit entity, Indian Tribe or federally recognized tribal group, municipality, county, or other political subdivision of a State.  The maximum aggregate B&I Guaranteed Loan that can be offered to any one borrower under this program is $25 million.  An exception to this loan limitation is for cooperative organizations where the facility is located in a rural area and the facility provides value-added processing of an agriculture commodity.  A maximum amount in these cases is $40 million.  There is $840 million in guarantee authority available under this program in fiscal year (FY) 2004.  B&I loans are normally made in rural areas.  This includes all areas other than cities or towns of more than 50,000 people and the contiguous and adjacent urbanized area of such cities or towns.  B&I loans up to $25 million can be made for facilities located in non-rural areas provided the business is a cooperative organization doing value-added processing and all members of cooperative organization are located under 80 miles of the facility.

Rural Business Enterprise Grant Program

RBS makes grants under the Rural Business Enterprise Grant Program to public bodies, non-profit corporations, and federally recognized Indian Tribal groups to finance and facilitate development of small and emerging businesses located in rural areas (areas other than cities or towns of more than 50,000 people and the contiguous and adjacent urbanized areas of such cities or towns).  Costs that may be paid from grant funds include the acquisition and development of land and the construction of buildings, plants, and equipment, access streets and roads, parking areas and utility and service extensions; refinancing; fees for professional services, technical assistance, etc.  There is $43,773,072 million available under this program in FY 2004.

Rural Business Opportunity Grant Program

Under the Rural Business Opportunity Grant Program, funds are available for technical assistance and planning activities to improve economic conditions in rural areas.  Applicants must be located in rural areas (areas other than cities or towns of more than 50,000 people and the contiguous and adjacent urbanized areas of such cities or towns).  A maximum of $1.5 million per grant is authorized by legislation.  The Agency has made the administrative determination to limit grants to $50,000 per application for individual 
State projects and $150,000 per application for multi-State projects for 
non-earmarked funds.  There is $3.0 million available under this program in FY 2004.

Rural Economic Development Loan and Grant Program
In addition, Rural Economic Development Loans and Grants may be made to Rural Utilities Service (RUS) financed telephone and electric borrowers to promote rural economic development and/or job creation projects, including, but not limited to, project feasibility studies, startup costs, incubator projects, and other reasonable expenses.  For FY 2004, there is $14.96 million available under the loan program and $10 million available under the grant program.  For FY 2004, the maximum loan available is $450,000 and the maximum grant available is $300,000.

Renewal Energy Systems/Energy Efficiency Improvements Program

The Renewal Energy Systems/Energy Efficiency Improvement Program provides grants, loans, and loan guarantees to eligible farmers, ranchers, and rural small businesses to assist in developing renewable energy systems and make energy efficiency improvements.  Projects provided assistance must be located in a rural area (any area other than cities or towns of greater than 50,000 population and the immediate and adjacent urbanized areas of the cities or towns).  Eligible small business includes any private entity including sole proprietorship, partnership, corporation, and a cooperation (organized in accordance with 501c(12) of Internal Revenue Code that needs the small Business Administration Small business size standards or a business with 500 or less employees and 20 Million in annual revenue.  In FY 2004, there is $22.9 million of funding available.  In FY 2003, 114 awards for $21.7 million were made.
Value Added Producer Grant Program

The Value-Added Producer Grant (VAPG) Program has been another source of funding for renewable energy.  The primary objective of this program is to encourage farmers and ranchers to add value to the commodities and products they produce, allowing them to capture a greater percentage of the consumer’s dollar.  The grants can be used for two purposes.  The first is for planning, such as conducting feasibility analyses, developing business plans, and developing marketing plans, or conducting other types of studies to help establish a viable value-added business venture.  Grants can also be used to establish working capital accounts to pay salaries, utilities, and other operating costs; to finance inventories; to purchase office equipment, computers, and supplies; and to finance other related activities necessary to establish an alliance or business venture.

Eligible applicants are farmers and ranchers, cooperatives, agricultural producer groups or organizations, and majority-controlled producer-based business ventures.  Processing and identity preserved marketing systems are two examples of value-added activities.

Grant funds cannot be used for planning, repairing, rehabilitating, acquiring, or constructing a building or facility (including a processing facility).  They also cannot be used to purchase, rent, or install fixed equipment.

This program has a matching fund requirement where grant recipients must provide a dollar-for-dollar match.  Maximum amount of Federal funds to be awarded to any one proposal is $500,000.  

In FY 2001, 11 grants were awarded to energy-related projects for almost 
$5 million.  There were 8 ethanol projects, 2 bio-diesel projects, and 
1 bio-mass project.  In FY 2002, 37 grants were awarded to energy-related projects for approximately $7 million.  There were 22 ethanol projects, 
7 biomass projects, 5 bio-diesel projects, 2 wind projects, and 1 other types of energy projects.  In FY 2003, 34 energy-related projects were funded for a total of $5.4 million dollars.  These included 12 bio-diesel, 11 ethanol, 
2 wind, and 9 other energy-related projects.

Cooperative Research
Under the Cooperative Marketing Act of 1926, RBS is authorized to conduct research on cooperative issues and provide technical assistance to cooperatives upon their request.  This research or technical assistance activity may include energy production and distribution of work components.  Technical assistance may be provided to form cooperatives involved in the production of alternative fuels from agricultural products.

