                                          House Agriculture Committee                            
                       Subcommittee on Rural Development, Biotechnology, 
                                 Specialty Crops and Foreign Agriculture

Hearing on “Rural Business and Entrepreneurship Development and US Department of Agriculture Rural Business Programs” on October 21, 2009 at 10:00 a.m. in 1300 Longworth House Office Building
Panelist & Testimony: Randall Jones, President & CEO, Lumbee River Electric Membership Corporation, Red Springs, North Carolina

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 thirty years with LREMC, I have worked with USDA-RD loan programs.   My primary concentration on lending has been with the IRP for the last nine years.
History:  We speak of this “Bad Economy” now, but our 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-outs with reductions in acres of production and fewer local jobs.  The major banks have either left the area or transferred the business lending talent, loan decisions maker and underwriters to major cities.  Some regional and local banks remain but they have not focused on rural businesses, unless the landed family has an abundance of assets as collateral.

It is ironic that the rural lending programs developed by Farmers Home Administration during the 1930’s depression are ideal today and are really needed to recover from this current “Bad Economy”.

LREMC Loan Programs by volume:
1. Number of IRP loans approved by UDSA-RD to date.             

 Five approvals for $3,550,000 

2. Number of REDLG loans approved by UDSA-RD to date.             

Eight approvals for $3,780,000 

3.  Number of IRP loans that have been funded.

          Twenty five
4.  Number of REDLG loans that have been funded      
           Eight

LREMC Loan Programs by results:
The minimum but broad accomplishment numbers are as follows:  

Jobs Created:  Over 1,000 

New LREMC Loans Made:  Over $6,000,000 

Capital Investment:  Over $100,000,000
New businesses Created:  Over 100
New Homes from Water, Sewer or Electricity Availability:  Over 1,000
The use of the USDA loan funds, along with LREMC’s own resources, allowed our cooperative to be awarded the NRECA’s National Community Service Award for Community Investment in 2006.                       

Illustrations: Our economic development started small and the initial activity began over a decade ago.  A substantial portion of the Lake Rim area/Hwy. 401 development began with a LREMC loan for the initial sewer line.
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(Image 1 of 2)
COMtech, a centrally located educational, medical and light industry park, received electricity infrastructure early on, along with LREMC leadership on the board.  Some of the new firms have received long-term USDA-RD loans.  
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(Image 2 of 2)

Lending Approach:  This lending program has been conducted by a couple seasoned executives and all loans are current with no loan losses to date.  We have adopted the formal Project Financing criteria, which mean early analysis and direct involvement of the loan applicant. This discipline before the loan decision has reduced our risks with borrowers, who could not get credit elsewhere.
Rather than risk the criticism of competition from the few local banks, we have taken a cooperative attitude.  If we have a loan inquiry that a bank believes that it wants, the bank can take the situation and then make and service the loan.  Since a business needs a banking relationship, we try to do shared collateral with separate loans but on similar interest rates and terms.
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 beyond five years even with an interest rate cap. So, the bank’s part of the needed long-term set of loans is really a five 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.  A 15 or 20 year amortizing loan with a five year balloon is akin to a credit card bank offering a one percent teaser interest rate for six month when the cardholder does not have the capability to pay off the entire balance.  Small businesses should not need to switch to another lender.  If this “no cap avoidance” by banks is allowed to continue, we may have to stop shared lending or start doing five year loans with a big balloon.  However, the businesses really need longer-term loans with a predetermined interest rate exposure.  I am sure that rural America is the first hit by this new defensive action of the banks.
Related Activities:   Recent North Carolina law required that each electric utility obtain a modest percentage of electricity from ‘green” sources.  We are cooperating with NC Farm Center for Innovation & Sustainability, a new and local non-profit 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 & Ecosystems Credit resources.  Also, a $500,000 grant from USDA’s Natural Resources Conservation Service has just awarded to the NC Farm Center to demonstrate the benefits of using a mobile Paralysis unit, which produces Biochar.  This Biochar is produced by converting agro-forest waste biomass to carbon-rich charcoal to be added to the crop land.
Existing Economy:  Nearly one in four Americans has suffered a job loss over the past year, according to a survey released by the Economic Policy Institute.  Nearly 1 in 10 Americans is officially unemployed, and the real-world jobless rate is worse. An article in the Winston-Salem Journal dated October 7, 2009 and titled “Numbing Numbers for N.C.” states:  “Jobs for middle-class workers are expected to rebound slowly, a dire sign for growth, in the near future of both personal income taxes and sales-tax collections in North Carolina.”
Current Challenge:  Rural America needs more funds for fixed rate, long term loans.  As you know, job creation by the firm at the local level continues to be a proven, major factor for economic and employment recovery.  Again, USDA loans have a successful seventy five year history.
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BIOGRAPHY

Randall S. Jones

Randall Jones is President & CEO of Lumbee River Electric Membership Corporation, which is located in Red Springs, North Carolina. 

Randall was born in Laurinburg, NC, and graduated from Pembroke High School in 1969 and from Pembroke State University in 1972 with a B.B. degree in Biology – Health, Physical Education and Recreation.

Randall was employed for several years as Assistant Personnel Manager with LOF Glass, Inc., in Laurinburg.

In February of 1981, he joined LREMC in Red Springs as Assistant Office Manager.  He was promoted to Office Manager in 1981.  Randall served in several capacities with the cooperative before serving as Manager of Business Development and Key Accounts.

During 1990, Randall attended the Institution for Economic Development at the University of North Carolina at Chapel Hill and the Rural Utilities Economic Development Academy at the University of Oklahoma.

Over the years, Randall has served on many committees and boards.  He is past Chairman of the Lumberton Chamber of Commerce’s Industrial Relations Council and past President and Vice-President of the Southeastern North Carolina Health Alliance Board of Directors.  He also served on the University of Pembroke’s Foundation Board.

Currently, Randall serves on the following boards and committees:

President, Southeastern Regional Medical Center Foundation Board

Board of Trustees, Southeastern Regional Medical Center

Board Member, Public Schools of Robeson County

Fayetteville Home Builders Association

Executive Board, Cape Fear Council – Boy Scouts of America

Randall is married to the former Diane Oxendine of Pembroke.  They have two sons, Channing and David.  They are members of the Calvary Way Baptist Church.  Randall serves as Assistant Sunday School Director.

In addition to community service, Randall also enjoys golf, hunting and fishing.
Glenn Ray Harris, MD
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