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than $2,000,000, after Federal income taxes
(excluding any carryover losses), except
that, for purposes of this clause, if the
rural business concern is not required by
law to pay Federal income taxes at the en-
terprise level, but is required to pass in-
come through to the shareholders, part-
ners, beneficiaries, or other equitable own-
ers of the business concern, the net income
of the business concern shall be deter-
mined by allowing a deduction in an
amount equal to the total of—

(I) if the rural business concern is not
required by law to pay State (and local,
if any) income taxes at the enterprise
level, the net income (determined with-
out regard to this clause), multiplied by
the marginal State income tax rate (or
by the combined State and local income
tax rates, as applicable) that would have
applied if the business concern were a
corporation; and

(IT) the net income (so determined) less
any deduction for State (and local) in-
come taxes calculated under subclause
(I), multiplied by the marginal Federal
income tax rate that would have applied
if the rural business concern were a cor-
poration; or

(B) satisfies the standard industrial classi-
fication size standards established by the
Administrator of the Small Business Admin-
istration for the industry in which the rural
business concern is primarily engaged.

(Pub. L. 87-128, title III, §384A, as added Pub. L.
107-171, title VI, §6029, May 13, 2002, 116 Stat. 388;
amended Pub. L. 115-334, title VI, §6426(a), Dec.
20, 2018, 132 Stat. 4770.)

Editorial Notes

REFERENCES IN TEXT

This Act, referred to in par. (4)(B), means Pub. L.
87-128, Aug. 8, 1961, 75 Stat. 294, known as the Agricul-
tural Act of 1961. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 1911 of this title and Tables.

AMENDMENTS

2018—Par. (2). Pub. L. 115-334, §6426(a)(1), struck out
“venture’’ after ‘‘Developmental’” in heading and after
‘“‘developmental’’ in text.

Par. (4). Pub. L. 115-334, §6426(a)(2), added par. (4) and
struck out former par. (4). Prior to amendment, text
read as follows: ‘“The term ‘equity capital’ means com-
mon or preferred stock or a similar instrument, includ-
ing subordinated debt with equity features.”

§2009cc-1. Purposes

The purposes of the Rural Business Invest-
ment Program established under this subchapter
are—

(1) to promote economic development and
the creation of wealth and job opportunities in
rural areas and among individuals living in
those areas by encouraging developmental
capital investments in smaller enterprises pri-
marily located in rural areas; and

(2) to establish a developmental capital pro-
gram, with the mission of addressing the
unmet equity investment needs of small enter-
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prises located in rural areas, by authorizing
the Secretary—
(A) to enter into participation agreements
with rural business investment companies;
(B) to guarantee debentures of rural busi-
ness investment companies to enable each
rural business investment company to make
developmental capital investments in small-
er enterprises in rural areas; and
(C) to make grants to rural business in-
vestment companies, and to other entities,
for the purpose of providing operational as-
sistance to smaller enterprises financed, or
expected to be financed, by rural business in-
vestment companies.

(Pub. L. 87-128, title III, §384B, as added Pub. L.
107-171, title VI, §6029, May 13, 2002, 116 Stat. 391;
amended Pub. L. 115-334, title VI, §6426(b), Dec.
20, 2018, 132 Stat. 4770.)

Editorial Notes
AMENDMENTS

Par. (1). Pub. L. 115-334, §6426(b)(1), struck out ‘‘ven-
ture’’ before ‘‘capital investments’.

Par. (2). Pub. L. 115-334, §6426(b)(2)(A), struck out
‘“‘venture’” before ‘‘capital program’ in introductory
provisions.

Par. (2)(B). Pub. L. 115-334, §6426(b)(2)(B), struck out
‘“‘venture’ before ‘‘capital investments’’.

§ 2009cc-2. Establishment

In accordance with this subchapter, the Sec-
retary shall establish a Rural Business Invest-
ment Program, under which the Secretary
may—

(1) enter into participation agreements with
companies granted final approval under sec-
tion 2009cc-3(e) of this title for the purposes
set forth in section 2009cc-1 of this title;

(2) guarantee the debentures issued by rural
business investment companies as provided in
section 2009cc—4 of this title; and

(3) make grants to rural business investment
companies, and to other entities, under sec-
tion 2009cc-7 of this title.

(Pub. L. 87-128, title III, §384C, as added Pub. L.
107-171, title VI, §6029, May 13, 2002, 116 Stat.
391.)

§ 2009cc-3. Selection of rural business investment
companies
(a) Eligibility
A company shall be eligible to apply to par-
ticipate, as a rural business investment com-
pany, in the program established under this sub-
chapter if—

(1) the company is a newly formed for-profit
entity or a newly formed for-profit subsidiary
of such an entity;

(2) the company has a management team
with experience in community development fi-
nancing or relevant venture capital financing;
and

(3) the company will invest in enterprises
that will create wealth and job opportunities
in rural areas, with an emphasis on smaller
enterprises.

(b) Application

To participate, as a rural business investment
company, in the program established under this
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subchapter, a company meeting the eligibility
requirements of subsection (a) shall submit an
application to the Secretary that includes—

(1) a business plan describing how the com-
pany intends to make successful develop-
mental capital investments in identified rural
areas;

(2) information regarding the community de-
velopment finance or relevant venture capital
qualifications and general reputation of the
management of the company;

(3) a description of how the company intends
to work with community-based organizations
and local entities (including local economic
development companies, local lenders, and
local investors) and to seek to address the
unmet equity capital needs of the commu-
nities served;

(4) a proposal describing how the company
intends to use the grant funds provided under
this subchapter to provide operational assist-
ance to smaller enterprises financed by the
company, including information regarding
whether the company intends to use licensed
professionals, as necessary, on the staff of the
company or from an outside entity;

(6) with respect to binding commitments to
be made to the company under this sub-
chapter, an estimate of the ratio of cash to in-
kind contributions;

(6) a description of the criteria to be used to
evaluate whether and to what extent the com-
pany meets the purposes of the program estab-
lished under this subchapter;

(7) information regarding the management
and financial strength of any parent firm, af-
filiated firm, or any other firm essential to
the success of the business plan of the com-
pany; and

(8) such other information as the Secretary
may require.

(c) Status

Not later than 90 days after the initial receipt
by the Secretary of an application under this
section, the Secretary shall provide to the appli-
cant a written report describing the status of
the application and any requirements remaining
for completion of the application.

(d) Matters considered

In reviewing and processing any application
under this section, the Secretary—
(1) shall determine whether—
(A) the applicant meets the requirements
of subsection (e); and
(B) the management of the applicant is
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qualified and has the knowledge, experience,
and capability necessary to comply with this
subchapter;

(2) shall take into consideration—

(A) the need for and availability of financ-
ing for rural business concerns in the geo-
graphic area in which the applicant is to
commence business;

(B) the general business reputation of the
owners and management of the applicant;
and

(C) the probability of successful operations
of the applicant, including adequate profit-
ability and financial soundness; and
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(3) shall not take into consideration any pro-
jected shortage or unavailability of grant
funds or leverage.

(e) Approval; license

(1) In general

Except as provided in paragraph (2), the Sec-
retary may approve an applicant to operate as
a rural business investment company under
this subchapter and license the applicant as a
rural business investment company, if—

(A) the Secretary determines that the ap-
plication satisfies the requirements of sub-
section (b);

(B) the area in which the rural business in-
vestment company is to conduct its oper-
ations, and establishment of branch offices
or agencies (if authorized by the articles),
are approved by the Secretary; and

(C) the applicant enters into a participa-
tion agreement with the Secretary.

(2) Capital requirements

(A) In general

Notwithstanding any other provision of
this subchapter, the Secretary may approve
an applicant to operate as a rural business
investment company under this subchapter
and designate the applicant as a rural busi-
ness investment company, if the Secretary
determines that the applicant—

(i) has private capital of more than
$2,500,000;

(ii) would otherwise be approved under
this subchapter, except that the applicant
does not satisfy the requirements of sec-
tion 2009cc-8(c) of this title; and

(iii) has a viable business plan that—

(I) reasonably projects profitable oper-
ations; and
(IT) has a reasonable timetable for
achieving a level of private capital that
satisfies the requirements of section
2009cc-8(c) of this title.
(B) Leverage

An applicant approved under subparagraph
(A) shall not be eligible to receive leverage
under this subchapter until the applicant
satisfies the requirements of section
2009cc-8(c) of this title.

(C) Grants

An applicant approved under subparagraph
(A) shall be eligible for grants under section
2009cc-T7 of this title in proportion to the pri-
vate capital of the applicant, as determined
by the Secretary.

(Pub. L. 87-128, title III, §384D, as added Pub. L.
107-171, title VI, §6029, May 13, 2002, 116 Stat. 391;
amended Pub. L. 115-334, title VI, §6426(c), Dec.
20, 2018, 132 Stat. 4770.)

Editorial Notes

AMENDMENTS

2018—Subsec. (b)(1). Pub. L. 115-334 substituted ‘‘de-
velopmental”’ for ‘‘developmental venture’’.

§ 2009cc-4. Debentures
(a) In general

The Secretary may guarantee the timely pay-
ment of principal and interest, as scheduled, on
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