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HEARING TO EXAMINE THE U.S.
DEPARTMENT OF AGRICULTURE’S RURAL
BUSINESS PROGRAMS AND TO REVIEW
CURRENT CONDITIONS FOR RURAL
ENTREPRENEURSHIP AND BUSINESS
DEVELOPMENT

WEDNESDAY, OCTOBER 21, 2009

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON RURAL DEVELOPMENT,
BIOTECHNOLOGY, SPECIALTY CROPS, AND FOREIGN
AGRICULTURE,
COMMITTEE ON AGRICULTURE,
Washington, D.C.

The Subcommittee met, pursuant to call, at 10:52 a.m., in Room
1300 of the Longworth House Office Building, Hon. Mike McIntyre
[Chairman of the Subcommittee] presiding.

Members present: Representatives Mclntyre, Cuellar, Minnick,
and Conaway.

Staff present: Aleta Botts, Claiborn Crain, Tyler Jameson, John
Konya, James Ryder, April Slayton, Rebekah Solem, Patricia Barr,
Mike Dunlap, Jamie Mitchell, and Sangina Wright.

OPENING STATEMENT OF HON. MIKE McCINTYRE, A
REPRESENTATIVE IN CONGRESS FROM NORTH CAROLINA

The CHAIRMAN. We will call this hearing of the Subcommittee on
Rural Development, Biotechnology, Specialty Crops, and Foreign
Agriculture to examine USDA’s rural business programs and to re-
view conditions for rural entrepreneurship and business develop-
ment to order. I am Mike McIntyre from North Carolina, Chairman
of this Subcommittee, and I welcome each of you here. We know
this morning has already been a little bit hectic with the unex-
pected evacuation. That will affect our proceedings because we are
all going to be now on a more cramped schedule given the possi-
bility of votes. And so we are going to ask our witnesses to try to
condense their testimony even further than we had previously at
no fault of yours or ours, just realizing that is the nature of the
circumstances today, and the nature of the beast of the situation
we are operating under.

But we are thrilled to have you. I am going to shorten my open-
ing statement as well, just to say that this discussion about rural
entrepreneurship and business development and the operations of
the USDA rural business program are critical to help small busi-
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ness opportunities move forward in rural America. I know in North
Carolina alone 85 percent, 85 percent of the state is considered
rural, 85 of the 100 counties. I know that so often that it is easy
to focus on just where the money tends to go, which is more to-
wards the populated areas, metropolitan, urban, and suburban.
But, we know that rural America can only thrive when rural small
businesses have the opportunity to thrive and rural entrepreneurs
find a way to do what they do best, and that is to be able to inno-
vate.

I was particularly thrilled in the farm bill last year that we had
the opportunity to incorporate the Rural Microentrepreneur Assist-
ance Program and the success that is forthcoming from this initia-
tive. This will use organizations with years of experience in work-
ing with small business entrepreneurs to help provide training and
services along with microloans to small businesses in rural areas.
We have the opportunity for that entrepreneurial spirit which is so
well known in America, and so integral to what American enter-
prise is about, to thrive in rural areas to make sure that no part
of America is left behind, and that we have the opportunities to
move forward in this regard.

I am pleased the Department has finally issued a proposed rule
in the program though I would have preferred to today be talking
about the actual program instead of just about the rules under
which it will operate. I trust that by this time next year there will
be new entrepreneurs reaping the benefits from the Rural Micro-
entrepreneur Assistance Program and rural business entrepreneur
assistance that we have now incorporated. With that, I have only
given about Y3 of what I planned to say in my opening remarks.
I hope that that will suggest a pattern for all of our speakers and
questions from our panel. I would encourage witnesses—we nor-
mally provide 5 minutes today, if the clerks will please take note,
we are going to cut the timer back, okay, to 4 minutes, and that
way we hope that will help us all move along.

Please do not read your testimony unless you can read the com-
plete testimony within the 4 minutes. I would suggest you read the
highlights within the 4 minutes. And pursuant to our Committee
rules, testimony along with questions and answers by Members
will be stopped today under special conditions at 4 minutes. Your
complete written testimony, of course, can be submitted in its en-
tirety in the record for the public to view. So that we are not hin-
dering any openness with regard to the transparency required for
your full statement. We welcome that, as well as Members’ full
questions and full inquiries that would follow up.

[The prepared statement of Mr. McIntyre follows:]

PREPARED STATEMENT OF HON. MIKE MCINTYRE, A REPRESENTATIVE IN CONGRESS
FROM NORTH CAROLINA

Good morning, and welcome to today’s hearing to review conditions for rural en-
trepreneurship and business development and the operations of the USDA rural
business programs. I want to thank all of you for being here as we examine this
important topic, and I want to especially thank our witnesses who will be testifying
before us today.

Rural areas can thrive only when rural businesses thrive and when rural entre-
preneurs find a way to do what they do best: innovate. Businesses in rural areas,
certainly, provide jobs to rural residents and offer residents the ability to receive
services locally. However, most importantly, rural businesses generate critical eco-
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nomic activity, ensuring a future for a community by providing local capital and a
local tax base. A business owner or entrepreneur with ties to the local community
is less likely to take the business in directions contrary to the best interests of that
community. Unfortunately, many of us have seen all too often some businesses leav-
ing communities in the quest for ever lower operating costs. A locally invested and
a locally generated business is more likely to have a business plan with the local
community in mind, rather than consider the area where they are located as a mere
data point.

Using Federal Government programs to incentivize the tremendous business inno-
vation and creation power present in our rural communities is a win-win option.
Communities win through the creation of local jobs, and the government wins
through lower unemployment and higher levels of economic growth.

Through these programs, farmers can create processing ventures for their com-
modities to ensure a greater share of the food dollar stays on the farm. Lenders can
provide lower interest loans to businesses. Cooperative Development Centers can
help individuals come together, pool their resources and their products, and create
new marketing opportunities.

Many of the rural business programs that we will discuss today are well known
and have been around for many years. The Business and Industry Loan program
made its first loans almost 25 years ago. Last year, the B&I program made almost
$1.4 billion in loan guarantees, with over $52 million in North Carolina alone.

While this program and many others have a great deal of success behind them,
I am excited about the eventual roll-out of a new program that I co-authored in the
2008 Farm Bill, the Rural Microentrepreneur Assistance Program, and the success
that I believe is forthcoming from such an initiative. This program uses organiza-
tions with years of experience in working with small entrepreneurs to help provide
training and other services along with microloans to small businesses in rural areas.
Rural areas possess tremendous business acumen and entrepreneurial spirit that
hearkens back to the first settlement of many of these areas. The behavior that led
pioneers to settle new lands is present in those that seek to develop new business
ventures. They are willing to take a risk, find a way to make a new product or a
new system work, and truly represent the best of American private enterprise. I am
pleased that the Department has finally issued a proposed rule on the program,
though I would have preferred to be talking about the actual program operations
by this point. I hope by this time next year, new entrepreneurs will be reaping the
benefits from the Rural Microentrepreneur Assistance Program.

From all of the witnesses today, I look forward to hearing about their personal
experiences with rural business programs, and about the benefits of these programs,
but I also want to ensure that we listen for ways that the programs can be im-
proved. We must always be ready to make changes to programs to ensure that, they
reach the target recipients in the most cost-effective way possible.

The CHAIRMAN. I would like to now recognize the Ranking Mem-

ber, Representative Mike Conaway, for any opening comments he
might have.

OPENING STATEMENT OF HON. K. MICHAEL CONAWAY, A
REPRESENTATIVE IN CONGRESS FROM TEXAS

Mr. CoNawAY. Thank you, Mr. Chairman. I will also ask that my
full statement be made a part of the record. This hearing is espe-
cially timely because people throughout our economy are still strug-
gling. Unemployment is nearing double digits nationally, and in
some states has been a reality for many months. At the core of our
economic machine is the small business economy. Small businesses
account for more than 25 of new jobs and employ about Y2 of all
U.S. workers. Many of these businesses are located in small towns
across America.

Small and medium-sized firms in rural America provide food,
fiber, and energy to the United States and the world. Every billion
dollars in export creates 9,000 jobs. In addition to the food and
fiber production in rural America a significant portion of rural em-
ployment is in the energy intensive sector such as construction, for-
estry and fishing, mining, and utility companies. It is imperative
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that Congress minimize the impact of regulatory burdens which
might raise the cost of energy and of doing business, while at the
same time provide programs which foster innovation and positive
business environment.

Some of the programs we will discuss today are designed with
that coordinated, community-wide approach in mind. Earlier this
year the Subcommittee heard a great deal of testimony attesting to
the need for rural cooperation and rural development efforts. The
2008 Farm Bill includes instructions to USDA to coordinate pro-
grams at the Federal and state levels to ensure maximum impact.
I am interested in an update on the activities being undertaken to
achieve coordination among the 88 programs administered by the
16 different Federal agencies which target rural development.

It is disappointing that some of the Rural Development pro-
grams, included in the 2008 Farm Bill, are still in their beginning
stages. While these programs might have been useful as we faced
the tremendous economic downturn in this past fiscal year, we are
now 4% months into the farm bill implementation and still some
of these award dates are not expected until after the beginning of
2010. I hope Ms. Canales can provide the Committee with assur-
ances that an improved time-line will be in order.

We have been watching with a keen eye how USDA is using the
$150 million in additional funding provided to rural business pro-
grams through the stimulus bill. The stimulus was an imperfect
approach to economic policy with an unprecedented increase in the
size and cost of government. However, now that it is in place it is
incumbent upon Congress to ensure that when the Administration
spends over $1 trillion in stimulus money that it is directed to
areas with the greatest impact possible. As we hear from our other
witnesses today, we hope to glean from their testimony whether
the programs we do have in place have provided the tools nec-
essary to small businesses in rural America to overcome the eco-
nomic and regulatory challenges they face.

We also hope to receive feedback on the process applicants must
use and whether this can be improved to make programs more ac-
cessible to small enterprises with limited time and personnel. I
thank our witnesses in advance and look forward to their insight.
Thank you, Mr. Chairman.

[The prepared statement of Mr. Conaway follows:]

PREPARED STATEMENT OF HON. K. MICHAEL CONAWAY, A REPRESENTATIVE IN
CONGRESS FROM TEXAS

Thank you, Mr. Chairman, for calling this hearing today. This hearing is espe-
cially timely because people throughout our economy are still struggling. Unemploy-
ment is nearing double-digits nationally, and in some states has been a reality for
many months. At the core of our economic machine is the small business. Small
businesses account for more than 24 of new jobs, and employ just over Y2 of all U.S.
workers. Many of these businesses are located in small towns all across America.

Small and medium-sized firms in rural America provide food, fiber, and energy
to the U.S. and the world. Every $1 billion in exports creates more than 9,000 jobs,
supporting ¥3 of all jobs on the farm and %4 off the farm in areas such as transpor-
tation, trade, food processing, and other manufacturing sectors.

In addition to the food and fiber production in rural America, a significant portion
of rural employment is in energy-intensive sectors such as construction, forestry and
fishing, mining, and utility companies. It is imperative that Congress minimize the
impact of regulatory burdens which might raise the cost of energy and of doing busi-
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ness, while at the same time provide programs which foster innovation and a posi-
tive business environment.

Some of the programs we will discuss today are designed with a coordinated, com-
munity-wide approach in mind. Earlier this year this Subcommittee heard a great
deal of testimony attesting to the need for regional cooperation in rural development
efforts. The 2008 Farm Bill includes instructions for USDA to coordinate programs
at the Federal and state levels to ensure the maximum impact possible. I am inter-
ested in an update on the activities being undertaken to achieve coordination among
the 88 programs administered by the 16 different Federal agencies which target
rural economic development.

It is disappointing that some of the Rural Development programs included in the
2008 Farm Bill are still in their beginning stages. While these programs might have
been useful as we faced a tremendous economic downturn this past fiscal year, we
are now a year and 4 months into farm bill implementation, and still some award
dates are not expected until after the beginning of 2010. I hope Ms. Canales can
provide the Committee with assurances for an improved timeline.

We have been watching with a keen eye how USDA is using the $150 million in
additional funding provided to rural business programs through the stimulus bill.
The stimulus was an imperfect approach to economic policy, with an unprecedented
increase in the size and cost of government. However, now that it is in place, it is
incumbent upon Congress to ensure that when the Administration spends over a
trillion dollars authorized in the stimulus, it is directed to the areas with the great-
est impact possible.

As we hear from our other witnesses today, we hope to glean from their testimony
whether the programs we do have in place have provided the tools necessary to
small businesses in rural American to overcome the economic and regulatory chal-
lenges they face. We hope to also receive feedback on the process applicants must
use and whether it can be improved to make programs more accessible to small en-
terprises with limited time and personnel.

I thank all our witnesses and look forward to their insights. Thank you Mr. Chair-
man.

The CHAIRMAN. Thank you, Mr. Conaway. The chair would now
request that other Members submit their opening statements for
the record so that the witnesses may begin their testimony, and we
make sure in a timely manner under the restricted time conditions
we unfortunately have today, so that we can move forward.

[The prepared statement of Mr. Peterson follows:]

PREPARED STATEMENT OF HON. COLLIN C. PETERSON, A REPRESENTATIVE IN
CONGRESS FROM MINNESOTA

Thank you, Chairman McIntyre, for holding this hearing today to look at how
USDA’s rural business development programs are working and to hear about some
of the new and innovative things being done to expand entrepreneurship and busi-
ness opportunities in rural America.

USDA has a long history of supporting the development and growth of businesses
in rural America. By providing loans, grants and technical assistance to people in
rural areas, these programs create jobs and investments that keep these commu-
nities strong.

By partnering with Community Development Corporations and other organiza-
tions, USDA’s rural business development programs are reaching even more people.
I want to particularly recognize the work of one of our witnesses, Arlen Kangas and
the Midwest Minnesota Community Development Corporation, which is one of the
country’s largest Community Development Corporations. Thanks to the work they
do, thousands of Minnesotans have been able to raise the capital they need to create
and expand business enterprises, purchase homes and invest in community infra-
structure.

I want to thank our witnesses for joining us here today to take a closer look at
these important programs and for advising us about ways that we can make these
programs work better.

The CHAIRMAN. So with that, we will begin with our first panel.
We welcome Ms. Judy Canales, the Administrator of the Rural
Business-Cooperative Services for USDA. Ms. Canales, please
begin.
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STATEMENT OF JUDITH CANALES, ADMINISTRATOR, RURAL
BUSINESS-COOPERATIVE SERVICES, U.S. DEPARTMENT OF
AGRICULTURE, WASHINGTON, D.C.

Ms. CANALES. Good morning. Mr. Chairman and Members of the
Subcommittee, thank you for this opportunity to testify on behalf
of the United States Department of Agriculture’s Rural Business-
Cooperative Services. This is my first time to appear before you, so
I will hope this will be the beginning of a great working relation-
ship. As you all know, we are in a tough economic time, but with
your commitment and the work of the Obama Administration, we
have the funds, the skills and the dedication to turn our economy
around. I appreciate the opportunity to discuss our programs today.

First of all, I do want to just give you a little bit of background
about myself. I had the privilege of serving as the Deputy State Di-
rector for the U.S. Department of Agriculture Rural Development
in Texas for 5 years, and I also worked for 2 years at the Depart-
ment of Housing and Urban Development during the Clinton Ad-
ministration, so I have 7 years of Federal service. And, also, over
the last 8 years, I worked in economic development, and I also
taught at our local community college in rural south Texas, so I am
thrilled to come back to Rural Development and to serve in the Ad-
ministration now as the Administrator.

My objective today is to talk to you all about the real accomplish-
ments that we have made since May 19, and also to talk about
what our goals are for this Administration. When Secretary Tom
Vilsack first took office, he outlined his priorities to ensure that all
staff was operating on the same page as the voice of rural issues
in the Obama Administration. He challenged us to build rural com-
munities that can create wealth, that are self-sustaining, repopu-
lating, and that are thriving economically. Rural business has an
important role to play in this effort and we were challenged by the
Secretary to do so.

First of all, local food systems will expand and support local and
regional food systems to foster wealth creation. That is supported
by our business and loan guarantee program, specifically among
other programs that we have within rural business. Second, altera-
tive energy: We will conduct feasibility studies and develop and in-
vest in new energy alternatives by administering our portion of the
2008 Farm Bill. We have $910 million in funding over 4 years of
the 2008 Farm Bill that we will use for energy audits and to ex-
pand advanced biorefineries, renewables, and energy efficiency sys-
tems.

Third, regional collaboration and strategic partners: As the
Ranking Member mentioned, we know that we can’t do this alone.
Obviously, using our Rural Utility and Rural Housing Services, and
then the leadership and support, locally, to create collaborative and
regional partnerships between communities, states, and other in-
terested parties. We are looking at how we can use this authority
to ensure that communities and stakeholders work together and
that our tax dollars are used most effectively. These efforts aren’t
just a reflection of a new Administration but also a reflection of the
American Recovery and Reinvestment Act of 2009, the 2008 Farm
Bill, and the needs of our constituents.
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Now I manage among the economic stimulus programs two pro-
grams that received stimulus funding, the B&I Guaranteed Loan
Program, which I mentioned earlier, and the Rural Business Enter-
prise Grant. The B&I program has been Rural Development’s flag
ship job creation and capital expansion business program since
1974. Through our regular funding at the close of the 2009 Fiscal
Year, we invested $1.2 billion in rural America with the B&I pro-
gram. In Fiscal Year 2010, we have $993 million of program level
funding, and of course in a very large way we have $1.7 billion of
economic stimulus funding. And I am pleased to announce today
for the first time before the Committee that we have now obligated
$71 million which have targeted 20 projects around the United
States, and we are announcing this today as our first of many eco-
nomic stimulus projects within the Business and Industry Loan
Guarantee program.

Additionally, the second Recovery Act program, which is our
Rural Business Enterprise Grant, provided funds for activities that
will positively impact employment opportunities. We have $19.4
million available and more than $15.3 million was allocated on
July 28. We are going to finish allocating the rest of the monies by
the end of October and make more announcements on the rest of
these economic stimulus monies for the Rural Business Enterprise
Grant. Now in regards to the farm bill, the Rural Microentre-
preneur Assistance Program is going to help us expand by pro-
viding capital access, business-based training, and technical assist-
ance to the smallest businesses and startups. The proposed rule
was published in the Federal Register on October 7. We are now
soliciting comments from everyone, and we, of course, will be begin-
ning the funding for this program near the first of calendar year
2010.

Additionally, other energy programs that were created within the
farm bill, we are, of course, directed to use energy investments in
rural America, agriculture and farm-based energy generation. We
can reduce greenhouse gas emissions, improve the nation’s secu-
rity, and foster sustainable development. Our other flagship pro-
grams, of course, are cooperatives, and I would like to focus on that
for a moment. The cooperative form of government is a cornerstone
of business development for rural communities, whether in the tra-
ditional form of agriculture producers or also non-traditional, which
have to do with a variety of services such as day cares and other
kinds of services to rural America.

On September 15, we reinforced our commitment to cooperatives
when we announced the Know Your Farmer, Know Your Food ini-
tiative that USDA Deputy Secretary Kathleen Merrigan is leading.
Now in regards to the Value-Added Producer Grant program, you
may remember when our Under Secretary Dallas Tonsanger testi-
fied on June 10, he spoke about the VAPG program. This, of
course, encourages independent agriculture commodity producers to
refine or enhance their products or increase their value to end-
users. The Notice of Funding Availability for the Value-Added Pro-
ducer Grant was published on September 1. We are soliciting
projects right now, and of course we will be looking at rules and
other enhancements to the rules on the first of calendar year 2010,
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but we are getting the money out this calendar year for the VAPG
program.

In conclusion, we are using all of these funding sources, annual
appropriations, disaster supplementals, Recovery Act, and the 2008
Farm Bill, something we have never had before, this type of oppor-
tunity for support for rural America and new rural business ven-
tures, as we do today. We are committing to improving the lives
of rural Americans and to distributing funds that show promise
and innovative ways to support our communities. Let me again
thank the Subcommittee and the Congress for the generous sup-
port that you have provided over the years to Rural Development,
and I look forward to greater and further collaboration because our
goal, as is yours, is to build a future for rural America. We have
a new Administration, new priorities, and a new opportunity for re-
lationship building here. I am both honored and humbled to sit
here and speak to you all about this, and for the opportunity to re-
turn to Rural Development in this position as the Administrator for
Rural Business and Cooperative Services. So thank you, and I look
forward to our discussion.

[The prepared statement of Ms. Canales follows:]

PREPARED STATEMENT OF JUDITH CANALES, ADMINISTRATOR, RURAL BUSINESS-
COOPERATIVE SERVICES, U.S. DEPARTMENT OF AGRICULTURE, WASHINGTON, D.C.

Introduction

Mr. Chairman, Members of the Subcommittee, thank you for your invitation to
testify regarding the United States Department of Agriculture’s Rural Business-Co-
operative Services (RBS). This is my first time appearing before you, and I hope it
will be the beginning of a great relationship. As we all know, we are in a tough
economic time, but with your commitment and the work of the Obama Administra-
tion, we have the funds, the skills and the dedication to turn our economy around.
I appreciate the opportunity to discuss our USDA business programs today.

Background

At the start, I would like to give you a brief overview of my background and my
work with rural America. I had the privilege of serving as the Deputy State Director
for Rural Development in Texas for 5 years and I spent 2 years working at the U.S.
Department of Housing and Urban Development during the Clinton Administration.
For the last 8 years I worked in economic development and taught at a community
college in rural South Texas. I am thrilled to have the opportunity to come back
to Rural Development and to serve as the Administrator for RBS.

My objective today is to show you not just the goals we have for Rural Develop-
ment, but the real accomplishments we have made since I started on May 19, 2009,
and since the Administration took office on January 20, 2009.

New Administration—Priorities

Secretary Tom Vilsack outlined his priorities for USDA to ensure that all staff
was operating on the same page, as the voice of rural issues for the Obama Admin-
istration. He challenged us, “to build rural communities that can create wealth, that
are self-sustaining, repopulating and that are thriving economically.” Within RBS
we have an important role to play, and I will talk briefly about the programs we
have to address the Secretary’s challenge.

Local Food Systems

We will expand and support local and regional food systems to foster wealth cre-
ation. As part of the Business & Industry (B&I) Loan Guarantee Program, entities
can receive loan guarantees to assist enterprises that process, distribute, aggregate,
store, and market locally or regionally produced agricultural food products. The
Agency is required by the Food, Conservation, and Energy Act of 2008 (2008 Farm
Bill) to reserve a minimum of five percent of available funds from the B&I Program
for this purpose until April 1 of each year through Fiscal Year (FY) 2012; however,
applicants are encouraged to apply for loan guarantees throughout the year. RBS
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is committed to supporting local and regionally produced agricultural food products
and continuous funding is available for this purpose.

Alternative Energy

We will conduct feasibility studies, and develop and invest in new energy alter-
natives by administering our portions of the 2008 Farm Bill. We have $915 million
in funding—over 5 years—that we will use for energy audits and to expand ad-
vanced biorefineries, renewables and energy efficiency systems through grants, loan
guarantees and payments.

Regional Collaboration and Strategic Partners

We know that we cannot do this alone, but we, along with the Rural Utilities
Service and Rural Housing Service, will provide leadership, education and training,
and technical support to create collaborative and regional partnerships between
communities and interested parties. We are examining how we can use the author-
ity you have provided us to ensure that communities and stakeholders work to-
gether and that tax dollars are used in most effectively.

These strategies are not just a reflection of a new Administration, but a reflection
of the American Recovery and Reinvestment Act of 2009 (ARRA), the 2008 Farm
Bill and the needs of our constituents. These priorities drive our work and I am here
to give you a progress report on our efforts.

Business Programs

B&I Guaranteed Loan Program

Within RBS, I manage two programs receiving ARRA funding, the B&I Guaran-
teed Loan Program and the Rural Business Enterprise Grant Program (RBEG). The
B&I Guaranteed Loan Program has been Rural Development’s flagship job creation
and capital expansion business program since 1974. Through our regular funding,
for FY 2009, we obligated $1.2 billion, totaling 487 loans. A project example is a
$7.3 million loan guarantee to expand a manufacturing plant that makes HVAC
equipment in a persistent poverty and high unemployment area. It provided much
needed funding to assist in closing the gap in opportunities for underserved and
rural populations. In FY 2010, there is $52.9 million in budget authority to support
a program level of approximately $993 million for businesses of all types.

The B&I Guaranteed Loan Program has been very popular during regular funding
cycles and we expect growing participation under ARRA. We retooled our loan as-
sistance to improve access to capital and we have an additional $1.7 billion to bring
to the table due to ARRA funding.

Rural Business Enterprise Grant Program

The second program receiving ARRA funding is RBEG. RBEG provides funds for
activities that will positively impact employment opportunities. The total funding
available under ARRA is $19.4 million and more than $15.3 million was awarded
on July 28, 2009, during the first round of funding. About $4.1 million is still avail-
able, but we fully expect the requests to utilize all available funding in the second
round. Our goal is to submit project recommendations to Secretary Vilsack by the
end of October 2009.

Farm Bill

Rural Microentrepreneur Assistance Program

Another new source of funding is the Rural Microentrepreneur Assistance Pro-
gram (RMAP), established under the 2008 Farm Bill. RMAP will provide capital ac-
cess, business-based training and technical assistance to the smallest of small busi-
nesses, including start-ups (ten employees or less). The proposed rule was actually
just published in the Federal Register on October 7, 2009. We have $4 million in
mandatory funding for FY 2009 and an additional $4 million for FY 2010. We expect
permanent regulations to be in place January 2010. RMAP will allow rural Ameri-
cans that lack start-up capital to achieve their dreams of becoming small business
owners.

Energy

Other 2008 Farm Bill programs significantly expanded our energy portfolio. These
programs are directed at finding ways to use energy investments in rural America
to boost our economy. Agriculture and farm-based energy generation can reduce
greenhouse gas emissions, improve the nation’s energy security and foster sustain-
able development.

On May 5, President Obama emphasized his commitment to the deployment of
advanced biofuels. In that announcement the President also underscored his com-
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mitment in a directive to Secretary Vilsack to make the renewable energy provisions
from the 2008 Farm Bill available within 30 days. We are happy to report we met
this directive and our programs are underway.

Section 9003: Biorefinery Assistance Program.

The new Biorefinery Assistance Program (Section 9003) funds are used to assist
in the development of new and emerging technologies for the development of ad-
vanced biofuels. This provision allows for loan guarantees and grants to develop,
construct and retrofit commercial-scale biorefineries for second and third generation
feedstock. Currently, funding is only available for loan guarantees, as indicated in
the Notice of Funds Availability (NOFA) that was published on November 20, 2008.
The first application window closed on December 31, 2008, and two projects, one for
cellulosic ethanol and another for retrofitting, received loan guarantees. We antici-
pate making grants once permanent regulations are developed. A proposed rule is
expected to be published for comment in January 2010.

Section 9004: Repowering Assistance.

The Repowering Assistance Program (Section 9004) funds are for replacing fossil
fuels used for heating or powering biorefineries (that were in existence at the time
the 2008 Farm Bill was passed) with renewable biomass. A NOFA was published
June 12, 2009, and we are currently reviewing applications for payments. A pro-
posed rule is expected to be published for comment in December 2009.

Section 9005: Bioenergy Program for Advanced Biofuels.

The Bioenergy Program for Advanced Biofuels (Section 9005) provides payments
for eligible producers to expand production of advanced biofuels. Since the publica-
tion of the NOFA on June 12, 2009, we have received 180 applications and pay-
ments will be made in early FY 2010. A proposed rule is expected to be published
for comment in December 2009.

Section 9007: Rural Energy for America Program.

Last, but certainly not least, is the most popular 2008 Farm Bill program we
have, the Rural Energy for America Program (Section 9007). It expands and re-
names the Renewable Energy Systems and Energy Efficiency Improvements Pro-
gram (Section 9006) under the Farm Security and Rural Investment Act of 2002
(2002 Farm Bill). Section 9007 has provided more than 2,000 grants and loan guar-
antees from FY 2003—-2008 for energy efficiency and renewable energy projects rang-
ing from biofuels to wind, solar, geothermal, methane gas, and other biomass
projects. A change from the 2002 Farm Bill now allows us to fund hydroelectric,
ocean source technologies and energy audits.

In 2009, funding was obligated as $26.6 million in grants, $8.5 in loan guarantees,
and $76.8 million in grant and loan guarantee combinations.

The 2008 Farm Bill provides us with programs to spur deployment of advanced
biofuels, develop renewable energy technologies and to shift to second and third gen-
eration feed stocks. We recognize the compelling need to diversify away from fossil
fuels for national, environmental, and energy security reasons. We know that
biofuels are a historic economic opportunity for agricultural producers and rural
America and we are committed to their growth.

Cooperatives

I just covered our Rural Business programs and I would now like to focus on the
Cooperative Services programs. The cooperative form of organizational governance
is another cornerstone of business development in rural communities, whether in
the traditional form of agricultural producers or in the non-traditional form that
brings day care services to rural communities or new generation biofuel cooperatives
that lessen our dependence on foreign oil. Cooperatives provide rural residents with
new job opportunities, enhanced educational and health care services and products
that enable them to compete with their urban and suburban counterparts. Opportu-
nities are created locally and revenues are maintained and re-circulated locally.

The participatory, self-help foundation, upon which cooperative organizations are
based, exemplifies the very grassroots efforts that made our nation great and have
served our rural communities well. Our Cooperative Programs help our constituents
adjust to continually changing economic forces and allow them to operate and com-
pete in today’s global marketplace.

We have over 80 years of experience working with the cooperative sector and re-
main the only Federal agency charged with that responsibility. We support 2,473
U.S. farmer, rancher, and fishery cooperatives who reported gross sales of $191.9
billion in 2008.



11

A March 2009 study, done in conjunction with the University of Wisconsin, found
that the total gross revenue generated by cooperatives in the U.S. is $653 billion
and that cooperatives pay the wages of 853,000 workers. USDA has seen an in-
creased demand for high quality research and technical assistance for the coopera-
tive business model. Given current economic conditions, we expect demand to in-
crease over the coming years. There is evidence, according to multiple studies in-
cluding a USDA study in 2003, Measuring the Economic Impact of Cooperatives in
Minnesota (by the University of Wisconsin), that a community which relies more
heavily upon cooperatives will be more successful in retaining wealth and reducing
the boom-and-bust cycles often associated with businesses controlled from outside
the community.

On September 15, 2009, we announced funding to help local cooperatives as part
of the ‘Know Your Farmer, Know Your Food’ initiative that Deputy Secretary Kath-
leen Merrigan is leading. Twenty-eight organizations in 21 states were selected to
receive $4.8 million in grants as part of our regular Rural Cooperative Development
Grant program.

For example, Rural Development is awarding a $200,000 grant to The Ohio State
University Research Foundation to support the foundation’s efforts to help individ-
uals and new and emerging cooperative business entities. The Foundation will pro-
vide technical assistance to a statewide farmers’ market management network coop-
erative, and a newly formed purchasing cooperative for businesses in Appalachia.

Meanwhile, the Value-Added Agriculture Development Center in Pierre, S.D., has
been selected to receive a $200,000 grant to continue supporting the creation of pro-
ducer-owned, value-added agriculture. The Center will help local growers educate
the public, lenders and producers about the benefits of value-added agriculture.
These efforts often increase sales of locally grown crops in addition to increasing
local agriculture’s contribution to area residents’ health and to the local economy.

Value-Added Producer Grant program

When Under Secretary for Rural Development, Dallas Tonsager, testified before
you on June 10, 2009, he spoke about our Value-Added Producer Grant Program
(VAPG). The VAPG program encourages independent agricultural commodity pro-
ducers to further refine or enhance their products, thereby increasing their value
to end-users and increasing their returns to producers. Since 2001, Cooperative Pro-
grams has awarded over 1,200 planning and working capital grants for a wide array
of products, including projects for specialty meats, vegetable and dairy products, for-
est products and renewable energy.

The FY 2009 NOFA for the VAPG program was issued on September 1, 2009, and
to ensure that potential recipients have the greatest opportunity to apply, we ex-
tended the application period to 3 months, pushing the award date into early 2010.
With a new focus on local foods and value chains, or food systems, we are antici-
pating many creative applications. Farms and rural economies are interdependent
and value-added agriculture drives sustainable development across the board in
rural communities. I look forward to working with this Subcommittee to ensure that
we maximize the potential of this program.

Conclusion

Using all of our funding sources—Annual Appropriations Acts, disaster
supplementals, ARRA and 2008 Farm Bill—we have never had as much funding
available to support rural America and fund new rural business ventures as we do
today. We are committed to improving the lives of rural Americans and to awarding
loans, grants, loan guarantees and payments that show promise and innovative
ways to support our communities.

In closing, let me again thank this Subcommittee and Congress for the generous
support you have provided over the years to Rural Development. I look forward to
greater collaboration because—ultimately, we are here for the same reason—to build
the future of rural America. We have a new Administration, new priorities and an
opportunity for new relationships. I am both honored and humbled by the oppor-
tunity to return to Rural Development as the Administrator for Rural Business-Co-
operative Services and I look forward to many more discussions in the future.

The CHAIRMAN. Thank you very much, and as a common cour-
tesy, we allow the official representatives of the U.S. Government
an extension of time in case people were wondering about the 4
minutes, which we will have to enforce with our second panel.
Thank you, being the only witness on this panel, and for taking the
time to explain those programs. Very briefly, I am also going to
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shorten my questions because of the time constraints today. You
mentioned that the first of the year in the calendar year 2010 is
when you expect the funding to be made available for the Rural
Microentrepreneur Assistance Program, is that correct?

Ms. CANALES. That is correct, Congressman, yes.

The CHAIRMAN. Okay. And multiple renewable energy programs
are your responsibility. Tell me how you are doing on an outreach
program to ensure that there be a wide range of entities that could
effectuate assistance for renewable energy programs.

Ms. CANALES. We were tasked by Secretary Tom Vilsack. He
saw—he is, of course, the former Governor of Iowa. He saw that
his home state had highly participated in the program, but he
strongly stated to us this is a national program, and so I am asking
you to develop a marketing plan, which we are doing right now. We
have also identified energy coordinators in all states so that energy
coordinator is the person that I would want—as you all know, I
have come from the state office. I always want to make sure that
your local offices are working with our state and local area offices
to work with that energy coordinator who is being educated, is
being trained, and we are very cognizant of wanting to create a vi-
brant national energy program supported by our division.

TheQCHAIRMAN . Have those coordinators been appointed in all 50
states”

Ms. CANALES. Yes, sir. Yes, Mr. Chairman.

The CHAIRMAN. Thank you. If you would, would you make avail-
able that list to Members of the Committee within the next 10
days?

Ms. CANALES. Absolutely.

The CHAIRMAN. So each Member—I know some could not be here
for other reasons, but I think it is important for them to be aware
that there is an energy coordinator appointed. Is this for overall en-
ergy needs or just renewable energy?

Ms. CANALES. This would be for all of the energy programs that
we direct within Rural Development.

The CHAIRMAN. Okay. All right. Great. Just in the few moments
I have left for questions, can you tell me how you work with other
Federal agencies? You say you have energy coordinators with the
state vis-a-vis other Federal agencies such as specifically the Na-
tional Renewable Energy Laboratory in Golden, Colorado, and then
generally the Department of Energy. How are you set up to coordi-
nate efforts with them?

Ms. CANALES. Very much so. We have contracts with the NREL
that you mentioned in Colorado. The Department of Energy, once
again, Secretary Vilsack as well as Secretary Chu and the Depart-
ment of Energy direct an energy task force for the entire Adminis-
tration, and so we work very closely with them. And we also have
tasked our energy coordinators to work locally also with the state
agencies because many states are very innovative in energy fund-
ing. So, that is how, as you well know, you get your bigger bang
for the buck in investing in those projects by partnering with the
states. And some communities are also investing in energy so we
are really seeking that out.

The CHAIRMAN. Thank you. I know I was at an alternative en-
ergy summit at the University of North Carolina Wilmington on
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July 20 that was very well attended from the Federal, state, and
local level. We found that similar coordination was of great assist-
ance when you can cross those lines sometimes that people tend to
work only on their own turf, but on things like energy clearly all
Americans benefit. We want to have every coordination across
every jurisdictional line that we can. I might also mention that
with regard to your efforts in energy, we commend you to continue
to go forward on that. The Biofuels Center of North Carolina is an
example of one of those innovative places where they are looking
ahead for new ventures and some of the great ideas on renewable
energy.

They are based in Oxford, North Carolina, so if you have would
have your staff note to please contact the Director of Biofuels Cen-
ter of North Carolina, and I will be happy to let our Agriculture
Committee staff, and my staff, direct you to who those persons
would be. And with that, I want to conclude actually ahead of
schedule. Mr. Conaway.

Mr. CoNAWAY. Thank you, Mr. Chairman. Ms. Canales, welcome
and welcome to your new role. The Value-Added Producer Grant
Program, you said, I guess, Notice of Funding Availability came out
on September 1, and you expect to have all of those grants granted
by the calendar year 2009 or 2010?

Ms. CaNALES. CY 2009 right now. Basically we are getting a tre-
mendous amount of interest and so we will be announcing the
VAPG awards during the first quarter of calendar year 2010.

Mr. CoNnawAY. Okay. We are about 16 months into the program,
so I know you are as disappointed as we are that it has taken this
long to get that program—if it has value, and we will see if it does,
the results have been delayed in getting here, the RMAP program,
how long is the comment period for the——

Ms. CaANALES. Forty-five days for the Rural Microentrepreneur
Assistance Program.

Mr. CONAWAY. And that started October 9?

Ms. CANALES. October 7. Yes, Congressman.

Mr. CONAWAY. So can you assure us that by early 2010 you will
have absorbed all those comments, made the changes, done what
you needed to do, and be able to move forward?

Ms. CANALES. We actually have a very aggressive schedule that
we have been working very closely with the Office of Management
and Budget, and certainly within our own resources at USDA for
all of these programs. So, actually all the energy programs for this
calendar year, and then specifically as you mentioned on the Rural
Microentrepreneur Assistance Program, to be able to finish the en-
tire process by the first of January for the final rule to also be
available, the Notice of Funding Availability. So, all of that will be
coming very——

Mr. CONAWAY. So you are going to have the Notice of Funding
Availability before you have the final rule?

Ms. CANALES. Right. At the same time. At the same time the No-
tice of Funding Availability will be announced.

Mr. CoNAWAY. Yes. So you are developing the rules. Okay.

Ms. CANALES. For the Rural Microentrepreneur Assistance Pro-
gram.
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Mr. ConawAY. Right. Right. I just want to make sure you don’t
get the cart before the horse.

Ms. CANALES. The proposed rule is out right now, and we are in
a comment period. Once we get the comments back

Mr. CONAWAY. So you will publish a final rule. You will have al-
ready implemented the final rule before it is published?

Ms. CANALES. The final rule will be published at the same time
that we are soliciting funding.

Mr. CoNawAY. Okay. So, in effect, you will have implemented the
rule with that final publication, right? You can’t put together the
Notice of Funding Availability without knowing what the rule is
going to say. We can’t know what the rule is going to say until you
{inﬁllgg publish it, so are you going to do all that before it is pub-
ished?

Ms. CANALES. It will be simultaneously.

Mr. CoNawAY. That is an interesting approach. You mentioned,
and I didn’t catch the lead in, $71 million and 20 projects. Can you
give us a flavor of some of those 20 projects to what that does? Give
me the program it is under.

Ms. CANALES. The Business and Industry Loan Guarantee Pro-
gram, the specific funding being the economic stimulus monies. So,
this is a huge announcement for us because this is the beginning
of the $1.7 billion for the B&I Loan Guarantee Program.

Mr. CoNAWAY. Is this the five percent that has to go into this
program or is that a different set of monies?

Ms. CANALES. There is a five percent regarding the locally—I am
sorry. What did you ask?

Mr. CoNAwAY. The five percent B&I requirement that it goes to
a certain area related to local processing, distribution and storage,
marketing of agriculture products, is that this five percent or is
that something else?

Ms. CANALES. The locally grown foods is the five percent you are
referring to and that is within the B&I program.

Mr. CoNAWAY. Right. So the $71 million satisfies the five percent
or it is separate and apart from the five percent?

Ms. CANALES. Oh, no, no, no, $71 million is just our first group
of $1.7 billion of loans. It is our first announcement.

Mr. ConawaY. Okay. We will ask the second question in a second
round. Thank you.

The CHAIRMAN. Thank you, Mr. Conaway. Mr. Cuellar.

Mr. CUELLAR. Thank you very much, Mr. Chairman. I just want
to say something. I have known Ms. Canales for many years. I
have worked with her down there in south Texas, and she has al-
ways done an outstanding job, and we appreciate it and welcome
her back to the Federal Government again. Ms. Canales, I have, I
guess, two related questions. Many of the Rural Development pro-
grams will require matching funds. During times that revenues
have gone down and dollars are hard to get, how do we help those
communities or those applicants that are trying to get those dol-
lars, but they are having trouble with the matching funds? Is there
any way we can get creative?

Ms. CANALES. Thank you, Congressman, and that is a very good
question, because having just come from being in that position
where I had to fund raise myself, it is very challenging. So, what
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we do is we have to remember that so many of our programs are
also—extra points are given to persistent poverty areas, to areas
that are going to be 125 percent regarding the comparison to the
unemployment rate. We have a lot of targeting, and so we are try-
ing to get the monies to those areas that are most in need, but
what we are also doing is that some of our programs within the
Rural Business Enterprise Grant, for example, they do not require
the matching. So, some—I am actually responsible for—you can get
extra points if you do get matching but they are not required.

But, just overall, what we are doing—and the good thing about
being now in the rulemaking process is that we can look at the ap-
plications. And I know I just came from Oregon and met with a
focus group that was looking at energy programs, and that was one
of their top concerns was matching. And we basically said we will
take a look at it in our rulemaking process right now because this
is the time to be able to identify which programs can, perhaps,
most support the matching and which programs we can look at
that don’t necessarily require matching.

Mr. CUELLAR. And on the rulemaking process, I would ask you
that when we talk about the matching to just be as creative as pos-
sible as to what meets the definition of a matching contribution.
The other thing is I do want to echo some of the things that my
other colleagues—the speed as to how we get those dollars down
there is so important. Coming from our area in south Texas there
is always a feeling that Washington takes too long to get the dol-
lars down here. And so I would ask you to move on the speed as
soon as possible, and of course the other thing of interest to me is
what performance measures are you using to measure results?

I guess my question is do you have any performance measures
that ())Iou could share with the Committee if you could present that
to us?

Ms. CANALES. I would be happy to so some further research, but
you are absolutely correct regarding the performance because these
are valuable Federal dollars. They are hard to come by and they
are also something in which, in so many of our programs, they are
so competitive. Some of these programs are very highly subscribed.

Mr. CUELLAR. I know your staff is good staff at handing you in-
formation. Do you all have any performance measures if somebody
can pass you a note on that?

Ms. CANALES. One of the comments that I have just received is
certainly job creation, how many jobs were created, and that is one
of the biggest items, certainly, within rural business. Because, the
fact is that we are geared towards business investment in: the
number of jobs created, number of jobs retained, and then also the
number of businesses that are assisted.

Mr. CUELLAR. And again my time is over, but I would ask you
to please give us your performance measures. I am very interested.
We are measuring results and not just activity. Thank you. Good
seeing you again, Ms. Canales. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you. Mr. Minnick, do you have any ques-
tions?

Mr. MINNICK. No questions, Mr. Chairman.

The CHAIRMAN. All right. Thank you. I believe Mr. Conaway does
have one remaining short question.
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Mr. CoNAWAY. Yes. I had asked about some specifics of the 20
projects. Can you give us a flavor of what some of those—just a
couple actually do?

Ms. CANALES. Yes, sir.

Mr. CoNnawAY. Thanks.

Ms. CANALES. Specifically, we have a project in South Carolina
that was to guarantee a $3 million loan and it was for a company
that is assembling gates, you have those businesses and mounting
systems, and the purpose of these particular monies are to restruc-
ture debt and purchase new machinery and equipment. That is one
of them. I know one of the other projects was for manufacturing.
The company actually was based on Wisconsin, but they had dif-
ferent manufacturing sites, one in New York, and one also in
Michigan. And so it is manufacturing, it is health care related. It
is a whole variety that, obviously, in the long run were highly scru-
tinized because of the fact that we wanted to make sure that the
whole job creation and leveraging, and leveraging in the sense of
what does the business put in for other entities.

Mr. CoNawAaY. Okay. The gate manufacturing, how many new
jobs or sustained job does your sheet show, how many jobs in-
volved?

Ms. CANALES. I don’t have it on this particular project as far as
the jobs that were created, but we have another one actually that
was for—in Ohio a farmer-owned cooperative that will receive a
$7.5 million loan guarantee and this will help 50,000 livestock
farmers in Ohio, Kentucky, Michigan, Indiana, Illinois and Mis-
souri. For this particular loan it will maintain insurance for nearly
500 employees, and also in this instance, the counties have unem-
ployment rates that are 125 percent greater than the national aver-
age.

Mr. Conaway. Okay. We will talk later about the specifics of
guaranteeing insurance. We will talk later. Thanks, Mr. Chairman.

The CHAIRMAN. Thank you so much. We appreciate your time
this morning and we look forward to working with you and to hav-
ing your full testimony submitted again before the panel. Any fur-
ther questions that the Members may submit to you we would ask
you to please supplement with written answers and any other sup-
plementary material within the next 10 days. So with that, thank
you very much.

Ms. CANALES. Thank you, Mr. Chairman.

The CHAIRMAN. And you have a blessed day.

Ms. CANALES. Yes. And thank you, Ranking Member from Texas.

The CHAIRMAN. And then we will welcome our second panel if
they would be taking their positions, and in the interest of time I
am going to go ahead and announce for the record who those are.
Mr. Randall Jones, President and CEO of Lumbee River Electric
Membership Cooperation, Red Springs, North Carolina; Arlen
Kangas, Ph.D., President of Midwest Minnesota Community Devel-
opment Corporation, Detroit Lakes, Minnesota; Ms. Amy Crystle,
CSA Manager, Lancaster Farm Fresh Cooperative of Leola, Penn-
sylvania; Dr. Timothy Collins, Assistant Director for the Illinois In-
stitute for Rural Affairs out of Macomb, Illinois; and Mr. Leo
Hoehn, General Manager of Stateline Bean Producers Cooperative,
Gering, Nebraska.
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We welcome each of you as you come forward. We apologize
again for the delay beyond anyone’s control with the emergency
alarms that sounded earlier that we had to evacuate the building.
We are trying to move along and honor people’s time and stay
within the appointed schedule. As you are having a seat, I would
especially like to welcome a friend of mine, who I have worked with
in many different capacities who is well known and well respected
in my home county of Robeson County, North Carolina, my con-
stituent Mr. Randy Jones, as I mentioned, the President and CEO
of Lumbee River Electric Membership Corporation.

Mr. Jones was born in Laurinburg, North Carolina just about 30
miles down the road from my hometown of Lumberton. And he has
worked with Lumbee River Corporation for over 25 years. His work
there and his combined efforts with the regional medical center,
Robeson County public schools, and through many other civic and
church activities are well known and well respected. It is an honor,
sir, to have you come up from our Congressional district and from
our home county to be here today. I know Mr. Jones has quite a
history also of working with our local Chamber of Commerce which
he and I made many trips together to Washington long before I
was elected to Congress. So thank you, Randall, for being with us
today. Mr. Jones, you are up first, so if you will proceed with your
testimony, and I remind the witnesses that we have reduced the
time to 4 minutes.

STATEMENT OF RANDALL S. JONES, PRESIDENT AND CEO,
LUMBEE RIVER ELECTRIC MEMBERSHIP CORPORATION,
RED SPRINGS, NC

Mr. JONES. Thank you, Congressman McIntyre. It is my pleasure
to be with you. I am Randall Jones, President and CEO of Lumbee
River Electric Membership Corporation. I would be remiss to say
that I don’t feel somewhat like I felt that morning 39 years ago
when I first gave my speech in a speech class at the university, so
bear with me, please. I am delighted to appear before you today to
tell our story and make comments about the current situation and
future needs.

Lumbee River EMC is proud of our long history of effective use
of USDA funds since 1939 from the Rural Electrification Adminis-
tration. Lumbee River EMC provides electric to over 50,000 mem-
bers along 5,000 miles of line and 1,400 square miles of service ter-
ritory. During the last 15 years with Lumbee River, I have worked
with USDA Rural Development loan programs. My primary con-
centration on lending has been with IRP, Intermediary Relending
Program, for the last 9 years. We speak of this bad economy now,
but the four-county area in the southern part of North Carolina
was already suffering from low cotton prices, the transfer of textile
jobs to other countries, and more recently the tobacco buy-out with
reduction in acreage of production and fewer local jobs.

The major banks have either left the area or transferred the
business lending talent, loan decision-makers and underwriters to
major cities. Some regional and local banks remain but they have
not focused on rural businesses, unless the lending family has an
abundance of assets as collateral. It is ironic that rural lending pro-
grams developed by Farmers Home Administration during the
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1930’s depression are ideal today and are really needed to recover
from this current bad economy. The number of IRP loans approved
by USDA Rural Development to date, five approvals for $3,550,000;
the number of REDLG loans and grants approved, eight approved
for $3,780,000. The number of IRP loans have been 25, and the
number of REDLG loans and grants have been eight. The number
of jobs created, over 1,000; new LREMC loans made, over $6 mil-
lion; capital investment, over $100 million; new businesses created,
over 100.

The USDA loan funds, along with LREMC’s own resources, al-
lowed our Cooperative to be awarded the National Rural Electric
Cooperative Association’s National Community Service Award for
community investment in 2006. Our economic development started
small and the initial activity began over a decade ago. A substan-
tial portion of the Lake Rim area/Hwy. 401 development began
with a LREMC loan for the initial sewer lines, and you see a pic-
ture in your handouts of that major growth that has developed due
to that sewer they have placed there through that loan.

COMtech, a centrally located educational, medical and light in-
dustry park, received electric infrastructure early on along with
LREMC leadership on the board. Some of the new firms have re-
ceived long-term USDA Rural Development loans. There are ap-
proximately three REDLG loans and two IRP loans to businesses
in that park. Current concerns: Since the Federal bailout of major
banks last November, our new borrowers are told that new policies,
guidelines and regulations prevent the bank from making loans be-
yond 5 years even with an interest rate cap. So, the bank’s part
of the needed long-term set of loans is really a 5 year loan with
a big balloon.

If rates increase, this shifts all of the interest rate cost to the
borrower and the refinancing risk to LREMC. Related activities:
Recent North Carolina law required that each electric utility obtain
a modest percentage of electricity from green sources. We are co-
operating with NC Farm Center for Innovation and Sustainability,
a new and local nonprofit organization that includes a 6,000 acre
farm that is being dedicated to practical demonstration projects. A
carbon offset trading program is under development. This center
plans to assemble a large network of landowners in order to access
the market for extensive carbon and ecosystems credit resources.

Also, a $500,000 grant from USDA’s Natural Resources Con-
servation Service has just awarded to the North Carolina Farm
Center to demonstrate the benefits of using a mobile Paralysis unit
which produces Biochar. The Biochar is produced by converting
agro-forest waste biomass to carbon-rich charcoal to be added to
the crop land.

[The prepared statement of Mr. Jones follows:]

PREPARED STATEMENT OF RANDALL S. JONES, PRESIDENT AND CEO, LUMBEE RIVER
ELECTRIC MEMBERSHIP CORPORATION, RED SPRINGS, NC

Introduction: First, I am delighted to appear before you today briefly tell our
story and make comments about currents situation and future needs. Second,
Lumbee River EMC is proud of our long history of effective use of USDA funds,
since 1939 from the Rural Electrification Administration.

Lumbee River EMC provides electricity to over 50,000 members along 5,000 miles
of line in 1,400 square miles of service territory. During the last fifteen of my nearly
