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The USDA’s Rural Energy for America Program (REAP) provides financial assistance to agricultural producers and rural small businesses to complete a variety of clean energy projects.
· Direct project grant: funding to purchase, install, and construct a renewable energy or energy efficiency project. The REAP grant pays up to 25% of eligible project costs. The maximum grant request is $500,000 for renewable energy projects and $250,000 for energy efficiency projects.
· Loan guarantees: For businesses that may not qualify for conventional lender financing, the lender can apply for a USDA loan guarantee, which protects the private lender against a portion of the loan value in the event of a default. The loan guarantee often results in better loan terms for the borrower. A guaranteed loan can cover up to 75% of eligible project costs and can protect up to 85% of the loan amount for loans under $600,000. The minimum loan guarantee is $5,000 and the maximum is $25 million.
· Combination grant and guaranteed loan: The amount of the grant/loan combination cannot exceed 75% of the total project cost.
Timeline
Deadlines:
· October 31 (or the closest business day) – only applications with a total project cost of $80,000 or less
· April 30 (or the closest business day) – All Applications
Applications can be submitted any time throughout the year, but will be evaluated and awarded at the same time after each deadline.  Applications should be submitted to the local Rural Development office at least 2 weeks, and preferably 4 weeks, before the deadline so they can check the application for completeness and ask follow-up questions if needed.  The awards are typically announced one to two months after each deadline.  
Each State USDA office first awards their available grant dollars to the highest scoring projects in their state. The lower scoring projects that are not able to be funded at the State level are automatically entered into a national competition. If other states have unspent funds, those funds are made available nationwide. The top scoring projects nationwide are then awarded out of the national pool. If a project is still not awarded, it is automatically entered into the next available round of statewide funding. Applications with total project costs of $80,000 or less may compete in up to five consecutive competitions and then will be withdrawn from future consideration. All other applications will be withdrawn at the end of the fiscal year. Applicants must resubmit if they want to continue to compete.
Construction of the project can begin after the application has been submitted to USDA and after the USDA provides a “Receipt of Application letter” stating that the application has been received.  This usually takes up to 1 to 2 days after receiving the application. Any expenses incurred before the eligible applicant letter is received are not eligible for grant reimbursement. Note: Any payments beyond the initial down payment are considered progress towards project construction, so the applicant should not move forward with progress payments until they hear from USDA that the application has been received.
Reporting Requirements
Renewable energy projects that cost over $200,000 require that a business level feasibility study be completed by an independent qualified consultant as part of the application.
Energy efficiency projects that cost over $50,000 will need to have an energy audit performed by a qualified energy auditor as part of the application.
The grant recipient will be required to complete a brief annual report for the first three years of operation with kWh production.  The local USDA representative will also do a site inspection after the system is installed.  It may just be a drive-by or the USDA representative may ask to have access to the inverter and meters or (very rarely) get on the roof. 
Eligibility
Who is eligible?
The applicant must be a rural small business or agricultural producer and must own the proposed project and maintain control over operation of the project.
· “Rural” means a community of fewer than 50,000 people not located within a larger metropolitan area.
· “Small” is defined by the Small Business Administration and depends on business type. Preference is given to “very small” businesses, defined as having less than 15 employees and less than $1 million in annual receipts.
· Agricultural producers includes farmers, ranchers, nurseries, and dairies where at least 50% of gross income comes from the agricultural operations. The “small” and “rural” limitations do not apply to ag producers.

Are off-grid renewable energy systems eligible?
Yes, off grid systems are eligible for REAP grant assistance. USDA calculates simple payback as follows: Total Eligible Project Costs divided by the dollar amount of energy saved or produced. In the case of an off-grid system USDA would take the amount of energy the system will produce and multiply it by the average utility rate for the area. 

Are nonprofits eligible for REAP assistance?
Nonprofits are not eligible. However, if the nonprofit has a for-profit affiliate that meets the SBA small business size criteria they may be eligible. Look at their Articles of Incorporation and Bylaws to make that determination.

What if the applicant’s headquarters are in an urban area, but they would like to install renewable energy at one of their rural business locations?
The project and the business headquarters have to be located in a rural area. If the business is not located in a rural area then the business would have to demonstrate that the proposed project for which assistance is being applied for is located in a rural area. An agricultural producer (a person or entity that derives more than 50% of their total income from production agriculture) could be located in either a rural or non-rural area.

Are tribes eligible?
Tribes are considered government entities and are not eligible.  A tribal enterprise, operated independently of the tribal council and government may be eligible.  It would depend on how the business is managed and controlled, whether they are operating in accordance with State or Tribal laws, and if they have a DUNS and SAM registration that is not affiliated with the tribe.

Is it possible to submit more than one application under the same name? 
No. Each entity can only apply once per fiscal year per technology. However, a single entity can submit a single grant that covers two different locations of the same business (For example, a local grocery chain could submit a single application to install a solar array on each of two store locations in different rural cities). Or a single entity can submit one renewable energy application and one energy efficiency application in the same year. An applicant can combine two renewable energy technologies (e.g., solar and wind) into a single application, but it may lower the overall score. Note that the applicant will also lose some points if they have previously been awarded a grant within the two previous Federal fiscal years.

If an individual owns two separate businesses with different locations, can he/she submit a separate grant application for each business?  
Yes. As long as each business is a separate entity then each application would be submitted under the business’ name, not the individual’s name. There is not a restriction of one application per person per year, just a restriction of one application per entity per year. In this case, the businesses are separate entities, they just happen to be owned by the same person.  

Can a start-up small business apply for a REAP grant?
It is strongly discouraged.  USDA wants to make sure the business is well established and will be around for a while.  At least 3 years of business tax records are encouraged.

Can a small business make energy efficiency or renewable energy improvements to a building that they lease?
Yes.  The application would need to include a lease agreement to show when the lease ends.  The lease must last at least 5 years or as long as the expected simple payback period.  It is preferable if the lease lasts through the life expectancy of the equipment.  For example, if the new energy efficient light bulbs have a warranty of 5 years, the lease should extent at least 5 years after the equipment is installed. 

Is retirement income included in the 51% gross income calculation for ag producers?
Yes.  All income of the household must be counted including the retirement pension.

Is a solar project on a building that is not yet constructed eligible?
Yes, as long as the solar project will be completed within two years. However, any project that involves new construction, including ground-mounted solar or solar on a building under construction, will require NEPA review. USDA will facilitate the environmental review on behalf of the applicant, but it usually requires notification letters to tribes and state departments with a minimum 45-day response time. If any kind of new construction or ground-breaking is required, contact USDA early in the process and submit REAP grant paperwork early so USDA can complete the required studies. This should all be done before construction on the building begins.
Budget/Economics
If the owner does some of the site work themselves can they be reimbursed through the grant?
No. Owners are not eligible for payment for their own work as it is not an eligible project cost.

Are structural upgrades or roof repairs on an existing building that are required in order to install solar PV panels an eligible project cost?  If there is no viable existing rooftop space, would the cost of constructing a carport or pole barn to host the solar panels be considered an eligible project cost?
The cost of regular mounting infrastructure (racks, or poles supporting individual solar arrays) would be an eligible project cost, as would be reasonable reinforcements or structural upgrades to the roof system of an existing structure. However, if the applicant is building a new structure or expanding an existing one with alternative uses, those costs would not be eligible project costs. The installation contractor or a structural engineer must provide written documentation that the structural upgrades are required for the solar PV system.

Is the REAP grant taxable income?
The grant recipient will receive an IRS Form 1099 for the tax year in which the grant is awarded; therefore, the grant amount is considered taxable income.
Does the 25% REAP grant reduce the amount of the 30% federal tax credit?  In other words, is the federal tax credit based on the total project cost minus the REAP grant amount?  Similarly, is the REAP grant and depreciation (for businesses) based on the total project cost minus the 30% tax credit?
The 30% federal tax credit is reduced only by government grants that are not taxed as income. The USDA REAP grant is taxable income and the applicant will get a 1099 reporting earnings. Therefore, the REAP grant should not reduce the eligible federal tax credit amount.  The 30% tax credit should still be based on the total project cost.  The MACRS depreciation basis should be the total project cost minus half of the federal tax credit amount. The REAP grant is based on the total project cost.
Scenarios with residences/ multiple meters
How do you deal with cases where residential and agricultural loads have historically been aggregated to the same meter?  Would installation of a separate meter be required?
A separate meter is not required, but the application must document the percentage of electricity used by the home versus the business. For tax purposes, the ag producer usually has to document the fraction of utilities that is used for the farm in order to deduct those expenses, so the REAP grant can use the same documentation.  Otherwise, the applicant might need to do an energy audit or similar calculations to estimate farm vs. residential usage.

If the energy calculations show that 100% of the electricity generated by the renewable energy system is used by the business on an annual basis then no additional information is needed. If a portion of the renewable electricity will be used by the residence, then the maximum REAP grant amount will be reduced proportionally (if 25% of the renewable electricity will be used by the residence, then the REAP grant would be reduced by 25%, to a maximum of 18%). If a business uses less than 51% of the renewable electricity generated, then the applicant must install a separate meter or otherwise certify that the excess renewable electricity will be sold to the grid. The cost of that meter can be considered an eligible project cost. 
 
Is it possible to bundle multiple projects on separate meters into one grant? 
Yes, if there is just one owner with multiple sites.
Technical 
Can used/ refurbished equipment be installed, such as refurbished wind turbines or used energy-efficient refrigerators?
Used equipment is not encouraged. The equipment needs to come with a warranty that extends beyond the payback period of the project.

Is there a timeline by which you need to complete the project after funded? 
The project must be completed within 2 years of signature of grant agreement.

Can solar be installed on historic buildings?
Buildings over 50 years old would need approval through the State Historic Preservation Agency. Contact USDA immediately to get this paperwork started and plan to submit your REAP application at least 30 days before the deadline.

What if the project is located in a flood zone?
Rooftop solar is a categorical exclusion so no additional documentation or environmental studies would need to be completed if the system is located in a flood zone. Other types of projects may require a more in depth environmental review and may not be eligible for funding.

What if an applicant is awarded a grant but then decides to use a different contractor than the one listed in the grant application?
It shouldn’t be a problem to switch contractors as long as the new contractor has the appropriate qualifications. Provide the new contractor information and qualifications to USDA. However, if using the new contractor increases the cost of the project, you will need to demonstrate that you have these additional funds available.
Loan Guarantee 
Who prepares the loan guarantee paperwork? 
The lender submits all paperwork related to the loan guarantee and the agricultural producer/ small business submits the grant application separately. 

The minimum guaranteed loan amount is $5,000.  But due to the paperwork involved, it may not be worth the effort to apply for such a small amount.  In practice, do you see that lenders have a higher minimum loan amount before they are willing to do the extra paperwork?
Lenders typically require a minimum $250,000 to $500,000 loan amount to make loan guarantee paperwork worth the effort, but it depends on the individual lender.  Also, the lender should contact USDA in advance if they haven’t done a loan guarantee before. 

As an alternative, the USDA Rural Microentrepreneur Assistance Program (RMAP) micro-loan program is open to farmers and small business owners for loans of up to $50,000 that can be used for equipment.  It cannot be used if there is construction that involved ground breaking due to the environmental review process. However, if the solar array is on a roof, it would be considered equipment and may be a possibility. 

What is the timeline for a combo grant/loan guarantee application?  How soon after submitting the combo application will the farmer be awarded the grant and guaranteed loan?
USDA can receive and process combo applications year round, as opposed to the two deadlines for just grant funds. If funds were available for both the loan and grant, the process would take about 60 to 90 days from the date of receiving a complete application, depending on the type of environmental review USDA would need to complete.

