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Coordinator:	Good afternoon and thank you all for standing by.  I’d like to inform all participants that your lines have been placed on a listen-only mode until the question-and-answer session of today’s call.  Today’s call is also being recorded.  If anyone has any objections, you may disconnect at this time.  I would like to now turn the call over to Mr. Bill Finerfrock.  Thank you sir and you may begin.

Bill Finerfrock:	Thank you operator and I want to welcome everyone to today’s call.  As you said, my name is Bill Finerfrock and I’m the Executive Director of the National Association of Rural Health Clinics and I’ll be the moderator for today’s call.  Today’s topic is healthcare financing and opportunities through the US Department of Agriculture.  

	Our speaker today is David Chestnut who is a specialty programs branch chief in this area.  This series is sponsored by the Health Resources and Services Administration’s federal office of rural health policy and is done in conjunction with the National Association of Rural Health Clinics and we’re supported by a cooperative agreement.

	And as you can see on your screen, through the federal office of rural health policy and that allows us to bring these calls and Webinars to you free of charge.  The purpose of this series is to provide RHC staff with valuable technical assistance and RHC-specific information.

	Today’s call is the 90th in the series which began in late 2004.  During that time there have been over 24,000 combined participants on this teleconference Webinar series.  As you know there is no charge to participate and we encourage you to refer others who might benefit from this information to sign-up to receive announcements regarding dates, topics and speaker presentations and they can go to the RHI hub.

	That Weblink is in the lower left-hand corner where it says slides for download.  If you take that link, that’ll take you to the technical assistance page found on the RHI hub so if you’ve missed a call, you want to see some of the previous Webinars we’ve done, go there but you can also get information on today’s call as well.

	We will have a Q&A period and during that time we request the callers please provide your name and your state before asking your question.  You will have the option to either type your question in the chat box.  We ask that you hold-off on that until the end of the presentation or if you are on the phone, the operator will provide instructions at the end on how to ask your question over the phone.

	Again I’d like to thank David Chestnut for joining us today.  We look forward to the information you’re going to share with us.  David, the time is yours.

David Chestnut:	Bill, thank you very much.  Good afternoon and good morning to your members.  It’s a pleasure to be with you today.  As Bill mentioned, my name is David Chestnut.  I’m a branch chief in our specialty programs division.  We are the arm of the Department of Agriculture that does not deal with cows, corn, pigs or plants.  We are primarily involved in business development in rural communities.

	What we do is we want partnerships to leverage private, public, cooperative resources.  We want our interest is in job creation and economic activity to assist in the survival and the economic prosperity of our rural communities. So what we’re looking for is activities to access investment capital, bring those investors into rural America and financial resources and technical assistance to businesses that are located in our rural communities.

	Our programs themselves we call rural.  I know you have an RHI hub that actually has an Am I Rural component to it.  For USDA rural development, the easy definition is projects are in a rural area and briefly defined as located in the community of less than 50,000 residents and not located adjacent to an urbanized area.

	We have our own Web site.  This is a GIS system monitored by us.  It pretty much goes by Census block codes but there is an eligibility site where you can place your address to see if you are indeed located in a rural area to be eligible for our program.

	The current administration has initiatives for us and among these efforts and it goes along with your HRSA mission, minimize opioid use and abuse and obesity.  We also want to ensure that we have quality and available healthcare to our rural residents.

	Another component of our initiatives gets into healthy food and curing food deserts across the country to make sure that good nutrition, of course as you know, is also a key to good health.  I want to talk about six of our programs.  Rural development as a whole has 47 different programs.

	These are the six programs I want to discuss in this Webinar.  I am part of the rural business cooperative service and we also have the rural housing service.  This rural housing component of rural development will do single-family residences, multi-family housing and also community facilities programs.

	We have a rural utility service that basically electrified the whole rural United States starting back in the 1930s but rural utility service would also be water and waste programs.  They also do broadband connectivity and distance learning and telemedicine projects so for your health clinics, if you have a need for broadband or if you want to do some distance telemedicine type programs, a rural utility service is there and available for you.

	But again I want to talk about my six programs that I work with in business programs and cooperative service.  First I want to start-off with the business and industry guaranteed loan program.  We call it B&I.  

	In essence we provide a government-guarantee of rural business loans that are made by banks and credit unions and other approved lenders to businesses in rural communities.  This is not a direct loan program.  We are not a direct lender.  

	As a matter of fact, we call the lender our customer and we have very minimal contact with the borrowers.  In this program the loan’s interest rate and repayment terms, you negotiate directly with the lender.  The agency will concur in those rate and terms but generally we have again as I said very minimal contact with the borrower.

	This is something we do for rural lenders to add a little bit of credit and risk mitigation to their projects and the risk mitigation may be because of the location of the project.  It may be the type of collateral offered so we’re just mitigating their risk.

	Eligible borrowers under the program is basically any legal entity.  We include corporations, partnerships, coops whether you’re a profit or a for-profit entity.  We also do a lot with tribal groups and anyone basically engaged or proposing to engage in a business.

	You can use those in businesses for manufacturing, wholesale and retailing and service-oriented businesses in those rural areas.  The two requirements that we have, these are regulatory and we can’t get around them, are tangible equity and also to provide collateral for the loans.

	So they must be sound loans where the borrower has equity.  They’re also pledging collateral to secure those loans.  Again purposes are basically any business purpose that you may have out there.  We do a lot of land, purchase and development of land and buildingsfor infrastructure we do business acquisitions. 

	We also do commercial and industrial real estate for lease to private businesses, machinery and equipment.  A lot of people in our program the B&I program they compare us to SBA and a lot of you may be familiar with SBA loans.  One major difference is that the borrower in the B&I program does not have to occupy at least 51% of the building being financed.  

	As I mentioned we do for properties that can be leased to other entities but you don’t have to occupy that building at all and in comparison to SBA, you don’t have to occupy 51%.  Also another difference is that SBA can only make loans to for-profit businesses.  We make loans to nonprofit.  At the bottom of the page, you see debt refinancing under certain conditions.  

	Basically the certain conditions are that the debt refinancing creates or saves jobs and improves the borrower’s cash flow so those are some of the little restrictions in debt refinancing but again it’s almost any business purpose out there.  Requirements, I talked about equity, a tangible equity in their business at loan closing.  

	If you’re an existing business, you have to have 10% for existing businesses, 20% for new businesses.  We also do energy projects and energy projects we have an equity requirement between 25 to 40%.  Unfortunately and a lot of you on the call have your rural health centers and a lot of times the value of an established medical office might be their customer list but we consider that an intangible asset.  

	So I would be very blunt and say there are often times where we do meet successful businesses that cannot be eligible for our program because of the equity requirement when we take-out an intangible asset.  We also require collateral on a discounted basis and that we (feel) equal to a loan amount.  When we say discount collateral, it’s generally 80%For a real estate value, 70%for the equipment, this is pretty typical in a lending environment so we follow those same guidelines.  We charge a fee for these.  The initial guarantee fee is 3% for the guaranteed amount and then we charge the lender what we call 50 basis points or half a percent annually on the outstanding balance.  

	We charge these to the lender but they are able to charge those back to the borrower.  We also have a reduced initial guarantee fee of 1% that’s available for a high-impact business, one that has at least five of the triggers which we look at; small towns less than 25,000, long-term population decline, long-term poverty.

	A poverty rate over 20%, whether there’s been a natural disaster and unemployment over 125% of the statewide rate so we do have reduced fee and guarantee fee programs available under B&I program.  When we say we guarantee loans to a lender, we guarantee up to 80% of the loan for loans up to $5 million.

	We will guarantee 70% for loans between 5 to $10 million and 60% for any loans between 10 to $25 million.  Our maximum loan amount to any one borrower is $25 million and throughout the B&I program our average loan size is somewhere around $3.4 million but we do not have a loan minimum.

	We’ve done $100,000 loans.  We’ve done $300,000 loans but the guarantee percentage for those again we can go up to $25 million.  Amortization terms are longer than what a bank would allow you under just a non-guaranteed loan.  We will allow up to 30 years for real estate if that is your collateral.  

	Any equipment, we will go up to 15 years or its useful life, whichever is less and working capital loans, those for inventory and just established initial working capital is up to 7 years.  From a borrower’s perspective, basically a (lot).  When you go to your lender if they have any resistance to a project, generally that can be overcome by the issuance of a B&I guarantee.

	And again our amortization terms are longer to kind of help-out the borrower cash flow for those situations.  We talk about another very popular program, Rural Energy for America which we call REAP just as it sounds, you know, it basically we’re promoting energy efficiency.  With development of renewable energy, we can provide loan guarantees or we can provide grants for energy efficiency improvements and some renewable energy systems.  

	The eligible applicants for these are ag producers and also rural small businesses so these are businesses located in rural communities.  When we talk energy efficiency, we can do lighting, heat and power, refrigeration, upgrading your HVAC, even your equipment and processes and some building updates.

	We do a lot of energy efficiency in grocery stores for example and the manufacturing facilities with their lighting.  We’re changing from inefficient fluorescent lighting into LED lighting.  We also do a lot of energy efficiency upgrades as it relates to solar so we can put solar panels on rooves of buildings to offset your energy cost.

	So the program is basically looking at energy efficiency and measurable energy efficiency, in other words how many kilowatts of energy are you saving?  I was just recently out to a business in Colorado where they offset their energy costs by 51% by putting solar panels on their roof of their restaurant building.

	When we say the, you know, the grant amount, the grant cannot exceed 25% of the project cost so if you have for example a $10,000 solar project, we can grant up to $2500 for that.  We can also go up to 75% of the eligible project cost so we can do a mix between a loan and a grant or just a grant only.

	If you want to do a grant that’s 25% of the project cost, if you want to borrow money, if you just want to borrow and not have a grant, we can do up to 75% of the project cost.  We can also combine this with our business and industry program or do it separately.  We have had occasions where a B&I borrower is putting-up a new building.

	They’re doing our financing through the B&I program but then because of the reduced fees for the B&I program, they’ll also do just a REAP loan for the solar or any energy on that building so we can do a couple of projects on the same building.

	Primary differences, we do not have a balance sheet equity requirement for REAP.  This is a project based on the project costs and not necessarily tangible assets equity requirement.  The REAP initial guarantee fee is 1% as compared to the B&I 3% fee and the annual renewal fee is 25 basis points or 0.25% whereas B&I has a .50% annual renewal fee so there is a reduced cost to reduce your energy cost.

	And REAP loans, if you’re under $600,000 the lender can get an 85% loan guarantee so those are our two programs where we are actually issuing a loan guarantee to a lender for their loans that they’re making to rural businesses.  I want to go into specialty programs division which is where I’m at and talk about four of our programs that we have.

	That be intermediary and relending program, we call it IRP, RMAP because I can’t say micro entrepreneurial very well, RBDG is our rural business development grant and we also have what we affectionately call REDLG which is the economic developmental loan and grant programs.

	These programs, IRP, RMAP and REDLG, we accept applications year-around.  We do quarterly fundings on those.  The rural business development grant RBDG that’s applications are accepted once a year and we announce those dates and the states pretty much establish their own dates but generally they want their applications submitted by February to March of each year.

	A lot of times we don’t know how much money we get for each of these programs on an annual basis but we will publish all those in the Federal Register.  This is how, you know, we talk about the loan and grant programs.  We call them intermediary lenders so basically they’re intermediaries to where the agency rural development is a funding source.

	We then loan money to an intermediary lender who then loans money to the ultimate recipient who would be yourself as a business, your borrower. So through an IRP, RMAP, RBDG or REDLG, the agency will loan money down to an intermediary lender. Generally they’re a nonprofit or a public entity so they will have those funds available in a revolving loan program to do your project financing.  Some of the benefits of this, the IRP and the loan programs are for the smaller loans so businesses, they may be scared-off by the $25 million B&I loan.  

	They don’t need that much but they may need $100,000 for a piece of equipment or $50,000 or some other number that fits their businesses and we then are indirectly involved by loaning money to the intermediary who lends it out to those rural businesses.  The IRP program, basically our purpose we want to alleviate poverty, improve economic activity and employment.  

	We make the loan to the intermediary who then loans money to an ultimate recipient as I discussed and the eligible intermediaries in this program are nonprofit entities, public agencies which includes municipalities, counties, cities, any local government as well as Indian tribes and we also have rural cooperatives that are eligible for the IRP program to be an intermediary.  

	An intermediary, basically they receive a loan from rural development, a fixed interest rate of 1% for 30 years.  We also will allow that intermediary to defer the principal payments back to us for a term up to three years.  What they do with their interest rate, we’re loaning it to them at 1% so they’re going to loan it out to a business with a spread and generally it’s somewhere at or below national prime rate but the intermediary makes that decision.

	It’s negotiated between you as the business and the intermediary as to what those rates and terms are.  Loans to the ultimate recipient, maximum loan amount is $250,000 or 75% of the project cost, whichever is less.

	And again the rates and terms are negotiated between you and the intermediary.  I will mention that we did pass a 2018 Farm Bill.  In that Farm Bill they’ve allowed an increase to the maximum IRP loan to an ultimate recipient, to the lesser of $400,000 or 50% of the intermediary’s IRP loan balance.

	We are in the throes right now of redrafting our regulation and that’ll probably be published in January 2020 and so that $250,000 maximum loan amount will go up to $400,000 when that new regulation is published early next year.

	The ultimate recipient, part of the IRP program, we’re going to say that they’re unable to obtain affordable financing elsewhere and this is an easy threshold to meet.  It may be that the intermediary is loaning it to me at 4% and there’s no lender out there without assistance that’s going to loan at that interest rate so that may be your affordable financing queue.

	But the purposes, pretty much any business purpose, repair the business or business facility, you can purchase and/or develop land, you can buy equipment to conduct leasehold improvements, transportation services.  It also will fund and finance on feasibility studies and fees for their borrowers.  I’ll move-on to RMAP.  This another intermediary program, it’s similar to IRP.  

	There are some differences, mainly the maximum loan that we can make to an intermediary entity was $500,000, not the $2 million threshold.  The maximum loan they can make to a business is $50,000 and the ultimate recipient business we call it a microenterprise which means they have a maximum of 10 employees.

	This intermediary, the eligible intermediaries, we call them an MDO, microenterprise development organization.  They can be a nonprofit, an Indian tribe or even a public institution of higher education so in other words a college or a university can establish an RMAP revolving loan fund.

	We loan money to that intermediary for 20 years at a fixed rate of 2% and we also allow a grant up to 25% of the loan amount to the MDO for them to use for their administrative costs, to provide technical assistance, to provide incubators and entrepreneurial skills, in other words technical assistance out to their borrowers and/or the community.

	The grant will pay some of their administrative costs as I mentioned but it’s out there.  Another the part of the RMAP program is the intermediary can apply for these grant funds on an annual basis to sustain their business, to sustain their model and continue providing technical assistance to their businesses and to their community.

	Rural business development grant, this is a program again we take applications on an annual basis.  This is a very popular and oversubscribed program to be real honest with you.  We have about $43 million in funding available each year and we always get applications somewhere around 80 to $85 million for that amount of funding so it’s a very competitive program but it has multiple uses.  

	The intermediary or the entity can provide technical assistance, feasibility studies.  They can buy real estate or equipment.  They can also establish a revolving loan fund with the RBDG funds.  The codicil here it must be provided to a small and emerging business which basically will employ 50 or fewer new employees and less than a million in projected gross revenues.  

	In this program when we say gross revenues, it’s basically you eliminate cost of goods sold so you got your gross revenues, minus cost of goods sold to get to gross revenues calculation in the RDBG program.

	The eligible applicants for this are nonprofit entities, public bodies and Indian tribes.  We also have a codicil that these projects must be completed within one year so we want these to go out.  We want these funds to be utilized in the community for that program.

	REDLG is a two-tiered program.  We have rural economic development loans which I’m going to talk about now.  This is a loan program that’s a direct loan program to an intermediary.  They’re limited to electric or telecom borrowing or nonprofit utilities so in essence I mentioned our rural utility service.

	They make loans to electric cooperatives.  There are a lot of cooperative electric companies out there, cooperative gas providers.  They are eligible for loans from the rural utility service.  Those are the intermediaries eligible for the REDLE program.  

	This is where we’ve loaned money to the telecom, the electric cooperative.  They then loan funds to the ultimate recipient for any business purpose.  It can be expansion, community development, educational and medical equipment and facilities.  

	Our loan to the intermediaries at 0% for up to a 10-year maximum repayment.  We require that the facility then do the same terms to the ultimate recipient which is a 0% loan with a 10-year repayment term.  The maximum loan amount currently is $2 million.  That will go down starting with the applications received at the end of this year to $1 million.

	And the reason we’re reducing that maximum amount is because again this program is oversubscribed as well so in essence under REDLG, under the RDL loan essentially, we loan money to a utility and they pass it through to a specific business for a specific eligible purpose.

	The intermediary has to repay rural development even if their business that they’re loaning the money to doesn’t pay them back.  The intermediary in this program which can charge a minimal servicing fee to the ultimate recipient but again you’ve got a utility that is going to have a new business or someone who’s going to be purchasing energy from that utility.

	So it’s kind of a win-win for the utility.  There is a loan feature and then there’s a grant feature.  As I mentioned the loan feature here is passed through to a specific business where the grants program, REDG grant is a grant of up to $300,000 that the utility has to match at 20% and that’s to establish a revolving loan fund. So then out of this fund the utility can basically be a lender to eligible businesses in their area.  

	The initial funds, they have to loan it out of their revolving loan fund at 0% for up to 10 years so in essence they have a great program for anyone that is an ultimate recipient borrower.  The loans must be for an eligible purpose but they can use revolving grant funds for incubators, expansion, nonprofit community development startup medical equipment, et cetera.

	So it has to be for an eligible purpose but that’s in essence what the RED grant is for.  Again, limited intermediaries and limited borrowers there.  So those are the programs.  The grant agreement, we call it a grant but the grant has to be repaid to the agency after an unspecified number of years.  We have grants that are 15 to 20 years old but their revolving loan funds are doing well.  

	They have a lot of assets out there.  Right now the total of intermediary funds available through entities across the country, we have about $150 million of unused intermediary funds out there that we’d love to loan out to ultimate recipient businesses for them to purchase equipment, do some job creation. You can contact any state so this slide - where do I start, it’s the office locations in your state.

	If you went to rd.usda.gov, that has all of the accessible office numbers, phone numbers, contact names, state director names for contact information, on rd.usda.gov.  We call ourselves a locally-driven agency, all loans and all projects are first processed through the state where the project’s located at.

	We process here in the national office those applications from the state and the competitive grant programs but we generally only become involved if the state needs us due to a loan size or a complexity of that loan.

	We are predominantly regulatory and oversight out of the national office.  I mentioned the B&I and the REAP loan guarantee programs.  Each state has a loan lending authority.  Generally this is at least $5 million and up to $10 million so if you went to a state to borrow under a REAP loan for example and it was only a $4 million loan request, we would not see that in the national office because they have the lending authority at the state office.

	So work with your state offices to see what programs you’re eligible for and they will process that for you.  At the rd.usda.gov if you go to browse by state tab in that Web site, you’ve got a beautiful map of the country and you can click-on any state in there and it’ll come-up with the information specific to that state as to give you information on who to contact about our programs.

	And also at the last page, Web site links.  Our main Web site as I mentioned is rd.usda.gov.  State contact information, we have a location eligibility Web site that pretty much as I mentioned is going to mirror your RHI hub you know, (out for am I rural) contact that you use and then all of our instructions because we are a government entity, they are available online.

	So if you wanted to read through our regulations and guidelines and we do have those available, the Web site also has program fact sheets which are two-pagers that have general information about the program, about who is eligible to be a borrower or an intermediary and other facts about the program as far as its use. So that again I encourage you to go into the Web site, see how we can help you and how we can improve rural America.

	And that’s my presentation on the slides and I’ve been talking now for about a half hour so I’m going to grab a cup of water and see what questions I can answer for you.

Bill Finerfrock:	Okay, operator you want to give the instructions for asking a question over the phone and then I will also mention you should see on your screen a chat box and if you want to write a question in, you can write your question into the chat box and we’ll get that to our presenter here so operator you want to give the instructions for phone questions?

Coordinator:	I’d be happy to, Bill.  To ask a question over the phone, please press star followed by 1 and record your name when prompted.  Again that is star followed by 1 and record your name.  Your name is required to introduce your question.  One moment to see if anybody queues-up.  

Bill Finerfrock:	And while we’re waiting there, we have a question in the chat box.  (T. Faircloth) didn’t mention where he is from but said can you talk a little bit more about the efforts?  You mentioned opioid abuse and that USDA and the administration is focusing-on opioid abuse, a little bit more about what you’re doing in that regard?

David Chestnut:	Yes, we have nothing specific because again we’re rural business development but we’re focusing on trying to get funds and more program awareness out to hospitals and medical providers to provide those services through community facilities.  

	We’re helping-out with ambulance services and I’m speaking, I don’t know if there’s a drug or something to minimize the impacts of drug overdoses and providing some of those to communities in need.

	We have that awareness of that so again our assistance is more secondary.  It’s not on the front line of opioid abuse.  Our former undersecretary for rural development Anne Hazlett left us about nine months ago to go work in the White House opioid programs through the White House so it is an awareness that we have.

	We want to be able to help in whatever way we can.  We see that we can do that through loans and grants.

Bill Finerfrock:	Okay.  Operator, do we have anything on the phone?

Coordinator:	We have no questions on the phone at this time.

Bill Finerfrock:	Okay, we’ll go back.  I had a couple of questions before we go to the chat box.  You mentioned that one of the requirements with regard to rural is that the community cannot be adjacent to an urban area.  Do you have a definition of what constitutes adjacent?

David Chestnut:	It’s on our Web site map but as I mentioned Bill it’s all Census tract-driven so it’s density of population.  

Bill Finerfrock:	Okay.

David Chestnut:	And it’s in there because there for example you may have a larger community Rockville, Maryland, I don’t know how many people are in Rockville but, you know, they’re adjacent to an urbanized area of the Washington, D.C. metro area.  I come from Illinois originally and the population in Chicago there may be communities that only have 30,000.  

	They’re small in area but they’re inside an urbanized area so it’s really kind of hard to define without looking at a map to see exactly where you are.  We have had occasions where you are in a non-eligible area but across the street they are eligible.  We do have an exception for these cases.  We call them strings where a rural community may be connected to a larger community just because by two Census tracts or less.

	When I was working in Illinois, there’s a town called Lebanon, Illinois, a small town of about 8200 people.  It’s connected to the Saint Louis metropolitan area by Census tracts that go down U.S. Highway 50 for about 10 miles so whatever reason they determined that they were not a rural area and we got that string cut to do those things so …

Bill Finerfrock:	Yes, the reason I asked is we run into that as well with regard to rural health clinics of how far away can it be, what, you know, is it literally, you know, the county line and the city line about one another or it’s within so many miles so I appreciate that clarification.

	And I think the big takeaway is that if folks have questions, contact you and you can potentially work - not you personally - but contact USDA and their office and they can potentially work with the communities to get that ironed-out.

David Chestnut:	Exactly Bill and I want to point-out also, you know, I mentioned state offices but one of the things pointed-out to me is my e-mail address is not on here but I’m more than happy to be a contact point for you.

Bill Finerfrock:	Okay.

David Chestnut:	It’s david.chestnut C-H-E-S-T-N-U-T @usda.gov.  If I’m not working with the programs that you may have questions or seek information about, I can certainly refer you back to a state or somebody who works in those programs here at the national office.

Bill Finerfrock:	Very good, thank you.  The next question comes from (Collette Johnson), again I’m not sure where she’s from, would it be best to contact our local RD office to decide which funding options would work best for the project we are proposing?

David Chestnut:	Yes, (Collette), you do need to work with the state.  If you have a project in mind that you want to do, each of our offices has rural business program representatives, could be the facility representatives and the rural utility service for telemedicine, telecommunication, broadband, they generally do general field representatives.

	So they may not be in the USDA office but those offices do have contact information so have a project first and we’ll try to fit you in where we can.

Bill Finerfrock:	Okay.  This comes from (Tony Nunn), again no indication where they’re from, how have most folks interested in telehealth used your assistance programs?  You’ve talked a little bit about the rural utility and the telehealth is something can you provide any additional information on that?

David Chestnut:	Because I don’t work specifically in the rural utility service, part of the agency, there are grant available for telemedicine which is hopefully they can partner with broadband to make sure you get the right bandwidth and connectivity for those services but there are grant programs to provide telemedicine and telecommunication and unfortunately I don’t know the parameters.

	It’s a rural utility service but I would imagine that a rural health clinic wanting to connect into a CAH at some point and have medicine out there and available, again we want to bring healthcare to rural communities and a lot of times they can’t afford a full-time doctor or physician but I would check with the rural utility service.

	And again under the rd.usda.gov you can go to rural utility service and find-out more direct information.

Bill Finerfrock:	Okay, the next question in the chat box comes from (Hiam Megaly).  (Hiam) is from Fresno and wants to know if the organization is not located in a rural area, I can partner with another organization to provide health services in a rural area.  Will this make them eligible for a grant?  In other words, does everybody have to be in a rural area?  Can an urban area partner with a rural area and still be eligible for a grant?

David Chestnut:	Yes, urban area can partner with a rural area.  Our definition …

Bill Finerfrock:	And still be eligible for a grant?

David Chestnut:	… yes, an urban area can partner with a rural area.  Our definition, we want the proceeds of the loan or the grant to be used in a rural area.  It’s not necessarily where the subject entity is located in your grant application for example for making that you are a parent organization and you are going to use those grant funds in a rural area.

	Specify that as to where that area is, what the purpose of the grant is.  We also do that on the loan guarantee side for B&I and REAP.  It doesn’t matter, where a parent company is located as long as the funds are used in a rural area.  

Bill Finerfrock:	(Hiam) says thank you and (Tony Nunn) clarified that (Tony) is from Kansas.  Operator, do we have any questions on the phone line?

Coordinator:	There are no questions on the phone line at this time.

Bill Finerfrock:	Okay, one of the things that, you know, you talked about businesses and sometimes the folks don’t always think of healthcare as a business but healthcare would be a business. I know you mentioned this issue of tangible versus intangible assets and the fact that for medical practice sometimes it’s difficult because you know, your patients are your asset if you will but you consider that, can you elaborate on that a little bit and can you do you happen to have any examples of what a medical practice might be able to put forward as tangible assets?

David Chestnut:	Well, tangible assets, you know, we’ve made a lot of hospital loans and clinic loans but generally they’re secured by the real estate.  A lot of times they may separate-out the operating entity from the real estate function or the equipment function of that so we can get to the tangible balance sheet equity part for a B&I loan.

	Sometimes it’s difficult but we always try to find a way to say yes.  We have had unfortunately when they’re all combined into one and then you look at their primary asset being that that customer list, that does make it difficult and that’s why we’ll often suggest that you separate-out the operating entity from a real estate entity for example.

	That’s why also on the intermediary lending programs that we talked about, the IRP, the RMAP and the REDLG programs, there’s not an equity component to that.  If you were to do a REDLG for example, you’re in a small rural community where your utility provider is a cooperative.

	If they’re able to do a REDLG loan at 0% and a loan at up to 75% of the project cost for 0% for 10 years, it’s a very good program and you get around that tangible equity component.  In other words work with the program depends on the loan amount as well as to how much you want to borrow.

	We’ve run into problems when we get into the millions and millions of dollars and trying to find that equity.  We are as an agency we’re trying to rewrite our guaranteed loan regulations and consolidate four different programs.  One of the things we’re looking at is easing the requirements and restrictions as it relates to tangible assets and tangible equity in the B&I loan guarantee program so we want to be friendlier.  

	We’ve heard from stakeholders which are our businesses and lenders that that is a barrier to entry into these programs and we want to alleviate that but the regulation is currently being written, drafted and reviewed.  The way we work, we work at government speed so it may not be effective until October 1 of 2020.

Bill Finerfrock:	Okay.  Operator, any questions on the phone line?

Coordinator:	There are no questions on the phone at this time.

Bill Finerfrock:	Okay, and I see none in the chat box so let me give some closing remarks here.  First for those of you who are doing the rural health clinic certification program, the course CEU code for this Webinar is M as in Mary, T as in Thomas, 0-7-3 C as in Charlie, V as in Victory.  I’ll give that again, MT073CV.

	I want to thank everyone on today’s call and especially our speaker David Chestnut from the U.S. Department of Agriculture.  I think it was some really great information.  We get a lot of questions, what kind of grants, what kind of you know, programs are out there.  

	You know, a clinic wants to purchase equipment or they need to do some refurbishing of the clinic, they maybe want to build a new building and have land and, you know, are there grants, are there loans and I think some of these programs seem to be ideal for some of the things that many rural clinics tell us that they want to do so I hope everyone will take a look.

	Go to the Web site, see what’s available, see who some of the contacts are and I think a critical for me takeaway is really if there’s something that interests you, there’s probably somebody at the other end of a phone in the USDA can help walk you through this process, explain what’s available, what might work, what might now work and to really take advantage of those opportunities so thank you for all of that information.

	If you know others who were interested in this topic, as always our calls and these Webinars are recorded.  They are posted-up on the rural health information hub again at that Weblink down in the lower left-hand corner.  This will probably be posted-up in a few days and you’ll be able to get the slides, the audio recording and eventually a transcript of this call.

	And so I would encourage you to go there and review that.  If you have any questions or send others there who say hey I wish I could have been there, I could have listened and they can get that and again there’s no charge for any of that.

	If you have ideas and thoughts and topics on future or thoughts on future topics, please send them to me at bf@narhc.org and we’ll look into see whether or not we can do a Webinar on something that you have some questions about.  Put RHCTA’s topic in the subject line.

	We will be scheduling the next RHCTA in probably about the next month or so.  We’ve done a couple here in relatively close proximity but we will send-out a notice via the forum, the NARHC forum both the technical assistance and the NARHC news forums to give you updates on that.

	So I want to thank again David Chestnut for being with us today and the great information that you provided and thanks everyone for your participation.  That concludes today’s call.

David Chestnut:	Thank you.


END
