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RURAL BUSINESS AND COOPERATIVE PROGRAMS

Purpose Statement

USDA Rural Development’s Business and Cooperative Programs provides loans, loan guarantees and
grants designed to increase economic opportunity in rural America. Business opportunities vary widely
from one community to another, and all types of businesses are eligible for some level of support.

Authorization and Program Descriptions

Business and Industry Guaranteed Loan Program (B&I) - Section. 310B of CONACT, 7 U.S.C 1921.
Access to capital is key to keeping and increasing the number and size of businesses operating in rural
areas. For businesses of all sizes, commercial loans in rural areas are not as readily available, are perceived
to be riskier, and tend to be more expensive than loans in metropolitan areas. Banking regulations,
especially concentration of credit and lending limits, make large loans virtually impossible without the
agency guarantee. These guaranteed loans can be sold or participated, further stimulating capital formation
and offering rural banks opportunities to increase income and replenish capital. The guaranteed loan
program supports financing for business and industrial acquisition, construction, conversion, enlargement,
repair or modernization outside a town or city with a population of less than 50,000, including the
urbanized area adjacent and contiguous to such town or city. Loan funds are used to finance the purchase
and development of land, easements, rights-of-way, buildings, equipment, facilities, machinery, supplies
and materials, and fund to pay startup costs and supply working capital. Individuals, as well as public,
private, or cooperative organizations, Indian tribes, and corporations are eligible. The loan guarantee
percentage drops from a maximum of 80 percent for loans of up to $5 million to 60 percent for loans
between $10 million and $40 million. The aggregate loan amount available to any one borrower under this
program is limited to $25 million. An exception to the limit is for cooperative organizations when the
facility is located in a rural area and the facility prov1dcs value added processmg of an agricultural
commodity. The maximum amount in such cases is $40 million.

Intermediary Relending Program (IRP) - Section 1323, Food Security Act of 1985. Revolving loan
programs, such as the IRP, address the lack of available credit and financial market conditions which exist
in many rural communities, especially for smaller entities, service businesses and start-up activities.

These conditions often limit the ability of rural economies to create jobs, enhance amenities, and increase
incomes to enable rural families to prosper. '

Rural Economic Development Loans and Grants (REDLG) - Section 313 RE Act of 1936, as amended, 7
U.S.C. 940C. This program provides zero-interest loans and small grants to electric and telephone
utilities financed by the Rural Development’s Utilities Programs, which, in turn, use the funding to
promote sustainable rural economic development and job creation projects and to capitalize revolving loan
funds for economic development and job creation purposes.

Rural Business Investment Program (RBIP) — Section 6029 of the 2002 Farm Bill, Public Law 107-171.
The rural business investment program is designed to promote economic development and create wealth,
job opportunities and meet the equity capital needs of smaller enterprises in rural areas. USDA selects and
licenses rural business investment companies, guarantees debentures, and makes grants to rural business
investment companies. In turn, the rural business investment companies make venture capital investments
in rural areas with the objective of fostering economic development and returning maximum profits to
investors. As required by statute, day-to-day management and operation of the rural business investment
program is carried out by the Small Business Administration through an interagency agreement.

Renewable Energy Systems and Energy Efficiency Improvement Program - Section 9006 of the 2002
Farm Bill, Public Law 107-171. Section 9006 loan and grant programs help farmers, ranchers and rural
small businesses purchase and install renewable energy systems and make energy efficiency
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improvements. Renewable energy projects benefit agricultural producers and rural small businesses with
new and sustainable, income streams; reduced reliance on fossil fuels; and an improved environment.
Energy efficiency projects also reduce the cost of production and business operations. Authorization for
this program expires at the end of FY 2007.

Rural Cooperative Development Grants (RCDG) - Authorized by section 310B(e) of the Consolidated
Farm and Rural Development Act (7 U.S.C. 1932 (). Regulations are found in 7 CFR part 4284, subparts
A and F. Rural cooperative development grants improve the economic condition of rural areas by
promoting a range of cooperative development activities. Grants are made to nonprofit corporations and
institutions of higher education to operate centers for cooperative development. The centers address rural
economic problems in two ways. First, a center brings together expertise in cooperative development and
cooperative business operations that would otherwise be more difficult to obtain. Second, these experts in
cooperative development facilitate new cooperative businesses and improve the operations of existing
cooperatives through technical assistance and educational programs. Consequently, rural cooperative
development grants promote the creation or retention of jobs in rural areas through the development of
new rural cooperatives, value-added processing and other rural businesses.

Value-Added Agricultural Market Development Grant Program (VAPG) - Authorized by the Agricultural
Risk Protection Act of 2000 and amended by Sections 6401 and 6402 of the Farm Security and Rural

Investment Act of 2002, (Farm Bill). Value-added agricultural market development grants enables
producers of agricultural commodities to participate in the economic returns found in the value-added
market. Grants may be used to develop business plans and develop strategies for creating marketing
opportunities. Grants may also be used for feasibility studies and to provide capital to establish alliances or
business ventures allowing producers to better compete in domestic and international markets.

Grants to Assist Socially Disadvantaged Producers (GASDP) - Authorized and appropriated by P.L. 109-

97. Grants to assist socially disadvantaged producers provides funding for cooperatives or associations of
cooperatives whose primary focus is to provide assistance to small, socially disadvantaged producers
whose governing board and /or membership is comprised of at least 75 percent socially disadvantaged
members. Grants may be used for developing business plans, conducting feasibility studies, or developing
marketing plans for farmers, ranchers, loggers, agricultural harvesters and fishermen. Grantees must have
gross annual sales of not more than $250,000, and engage in the production or harvesting of an agricultural
product.

Cooperative Agreements for Research - Authorized by the Cooperative Marketing Act of 1926, (7 U.S.C.
453). Cooperative agreements are used to encourage research on critical issues vital to the development
and sustainability of cooperatives as a means of improving the quality of life in America's rural
communities. Research proposals are solicited from institutions of higher education or non-profit
organizations interested in applying for competitively awarded cooperative agreements for research related
to agricultural and nonagricultural cooperatives serving rural communities.

Cooperative Education and Research Program - Authorized by the Cooperative Marketing Act of 1926,
(7U.S.C. 453). The cooperative program conducts applied research on practical issues and problems
facing cooperatives and disseminates information to farmers and the general public on dealing with these
issues. A range of educational activities and materials are developed to increase public awareness of
cooperative strategies that can increase rural economic activity. Research findings are disseminated
through a range of publications, such as the Rural Cooperatives magazine, the Internet, and participation in
a variety of research and professional organization events.

Technical Assistance to Cooperatives Program - Authorized by the Cooperative Marketing Act of 1926,
(7 U.S.C. 453). The cooperative program is authorized to provide advice and assistance to existing
cooperatives and groups of farmers contemplating the formation of cooperatives. Technical assistance is
provided through a network of staff at the national and state offices. Technical assistance studies are
provided at the request of a cooperative or steering committee on a no fee basis and may cover a range of
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business operational, organizational, financial, or developmental topics and problems. Resources to support
these important activities are provided from the general salaries and expense account appropriated to Rural
Development.

1890 Land Grant Entrepreneurial and Outreach Program - Authorized through Section 607(b)(4) of the
Rural Development Act of 1972, as amended by section 759A of the Federal Agriculture Improvement And
Reform Act of 1996 and Executive Order 13256. The 1890 outreach program is supported by the general
salaries and expense account appropriated to Rural Development. Under this program, Rural Development
enters into cooperative agreements with 1890 land grant institutions to support Rural Development’s
outreach to and economic development activities in small, rural, and often underserved communities. The
program strives to develop future entrepreneurs and businesses, including cooperatives, in those rural
communities that have the most economic need. The 1890 Land Grant institutions can: sponsor business
conferences and workshops; finance rural businesses; provide technical assistance to new and existing
businesses; assist communities in leveraging other resources via State, local, private, and/or public funding;
assist businesses through the application process; offer courses in business development; provide computer
labs where community members can access other rural economic development sources on the Internet; and
establish business incubator services. '

Appropriate Technology Transfer for Rural Areas (ATTRA) Program - Authorized by P.L 104-37. The
appropriate technology transfer for rural areas program provides information to farmers and other rural

users on a variety of sustainable agricultural practices that include both cropping and livestock operations.
The program encourages agricultural producers to adopt sustainable agricultural practices, which allow for
them to maintain or improve profits, produce high quality food and reduce adverse impacts to the
environment.

OIG Reports

OIG Audit Report No. 85001-01-HY Rural Business-Cooperative Service, Fiscal Year 2004 Rural
Development [sic] Grant to the Shenandoah Valley Electric Cooperative.

OIG Audit Report No. 34601-4-KC Rural Business-Cooperative Service, Value-Added Agricultural
Product Market Development Grant Program.

OIG Audit Report No. 34601-0004-Ch Rural Business-Cooperative Service Progress to Implement the
Improper Payments Information Act of 2002.

GAO Reports

None

Geographic dispersion of offices and employees

Rural Development programs are administered by the three programs representing Rural Development:
Housing and Community Facilities, Utilities, and Business and Cooperative Development. Rural
Development headquarters is located in Washington, D.C. As of September 30, 2006, there were 6,344
permanent full-time employees, including 617 in the headquarters office and 5,727 in field offices.
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RURAL BUSINESS-COOPERATIVE SERVICE
The estimates include appropriation language for this item as follows (new language underscored):

Rural Business Program Account (including transfer of balances)

For the costs of loan guarantees and grants, for the rural business and cooperative development
programs as authorized by 7 U.S.C. 1926 and 1932 and described in sections 381E(d)(3) and

310B(f) of the Consolidated Farm and Rural Development Act (7 U.S.C. 1921 note), $43.200.000, to
remain available until expended: Provided, That of the amount appropriated under this heading, not

to exceed $236,000 shall be available through June 30, 2008, for authorized empowerment zones
and enterprise communities and communities designated by the Secretary of Agriculture as Rural
Economic Area Partnership Zones for the rural business and cooperative development programs
described in section 381E(d)(3) of such Act: Provided further, That sections 381E-H and 381N of
the Consolidated Farm and Rural Development Act, are not applicable to funds made available
under this heading: Provided further, That any prior balances in the “Rural Development, Rural
Community Advancement Program” account for programs authorized by 7 U.S.C. 1926 and 1932
and described in section 381E(d)(3) and 310B({f) of the Consolidated Farm and Rural Development
Act (7U.S.C. 1921 note) shall be transferred and merged with this account: Provided further, That
the Secretary shall transfer and merge with this account any other prior balances from the “Rural
Development, Rural Community Advancement Program” account that the Secretary determines is
appropriate to transfer.

The FY 2008 budget reflects a change in the presentation of funding for programs that were previously
combined under the Rural Community Advancement Program (RCAP). RCAP, which was created by the
1996 Farm Bill, provided for a single budget request to be distributed among three funding streams — rural
utilities programs (water and waste loans and grants), rural community programs (direct and guaranteed
loans and grants), and rural business and cooperative development programs (primarily business and
industry loan guarantees and rural business enterprise grants); with specific limitations on the
transferability of funds both within and among these streams. Recent appropriations language, however,
provided for the transferability of funds only within streams. The appropriations language of the FY 2008
budget provides for a separate request for each stream. This change presents the budget in a simpler, more
direct manner while achieving the same purpose as recent appropriations.



26-5

RURAL BUSINESS-COOPERATIVE SERVICE

Analysis of Change in Appropriation

RURAL BUSINESS PROGRAM ACCOUNT
(On basis of loan level, subsidy, and grants)

Loan Level Subsidy Grants
Estimate, 2007........cueuveninieiieiiiiiiiiniaenneees $685,756,000 $29,899,000 $43,555,000
Budget Estimate, 2008.............cccccoeeeininnnn 1,000,000,000 43,200,000 0
Increase or Decrease in Appropriation............ 314,244,000 13,301,000 -43,555,000
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JUSTIFICATION OF INCREASES AND DECREASE

An increase of $314.244.000 for the guaranteed business and industry loan level ($685.756.000
available in 2007). -

A supportable loan level of $1 billion for the guaranteed business and industry (B&I) loan program is
requested for FY 2008, an increase of $314.244 million from FY 2007. The proposed loan level of
$1 billion is estimated to create/save approximately 20,500 jobs and assist approximately 600
businesses.

The business and industry guaranteed loan program is an essential tool in financing business activity
for a broad range of community needs. The goals of the program are to: help bring low-income rural
residents into positions of higher and raising economic benefits through participation in the private
sector economy as both workers and business owners, assist in the conversion of rural economic bases
by funding alternatives to declining or terminating industries, help reduce the dependency of rural
economies on single economic sectors, and help create new economic strengths to enhance local
productivity and competitiveness.

The guaranteed business and industry loan level supports the President's budget by promoting the
creation of stable rural businesses; by securing start-up capital; and financing for expansion, creating
jobs, and helping diversify the rural economy. This investment will provide increased employment
opportunities for rural communities and upgrade community infrastructure to improve the quality of
life for rural residents.

To retain interest in the program, rural businesses and cooperatives, along with their lenders, require
assurance that funds are available to fund their applications. The budget proposes $1 billion for FY
2008. The agency strives to improve the quality of life in rural America by encouraging the
establishment and growth of rural businesses and cooperatives, which ultimately increases the
availability, stability, and quality of jobs in rural America. This is important because the
unemployment rate is approximately 14 percent higher in rural areas than urban areas. The agency
also strives to expand economic and trade opportunities for agricultural producers and other rural
residents and build leveraging partnerships with State, local and private sources to expand the total
amount of resources provided to rural areas.

A decrease of $43,555.000 for the rural business grant programs ($43.555,000 available in 2007).

We request elimination of the grant programs. These programs are of great value for rural America.
However, funding can be provided by other business loans and grants programs within rural
development.

An increase of $13.301,000 in guaranteed loan subsidy for the guaranteed business and industry loans
($29.889.000 available in 2007).

The requested subsidy amount is necessary to support the estimated loan obligations associated with
the requested FY 2008 loan level for the guaranteed business and industry loans. The change is due to
the annual technical assumption changes in addition to changes in the borrower rate and the discount
rates.
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RURAL BUSINESS-COOPERATIVE SERVICE

GEOGRAPHIC BREAKDOWN OF OBLIGATIONS

2006 Actual and Estimated 2007 and 2008

Business and Industy Loan Program - Guaranteed

2006 2007 2008
Alabama $11,150,000 $26,562,000 $24,229,000
Alaska 35,216,500 10,143,000 9,252,000
Arizona 11,027,500 14,327,000 13,069,000
Arkansas 4,825,000 20,243,000 18,465,000
California 104,747,600 24,812,000 22,633,000
Colorado 8,376,500 12,630,000 11,521,000
Connecticut 5,000,000 9,500,000 3,666,000
Delaware - 8,301,000 7,572,000
Florida 10,137,506 21,501,000 19,613,000
Georgia 6,155,000 29,861,000 27,238,000
Hawaii 769,500 8,732,000 7,965,000
Idaho 7,785,000 12,256,000 11,180,000
Iilinois 14,259,540 20,959,000 19,118,000
Indiana 3,765,543 21,257,000 19,390,000
Towa 31,680,000 16,964,000 15,474,000
Kansas 4,445,000 13,875,000 12,656,000
Kentucky 5,074,000 27,786,000 25,346,000
Louisiana 17,000,000 20,654,000 18,840,000
Maine 13,881,811 13,987,000 12,759,000
Maryland 3,600,000 12,306,000 11,225,000
Massachusetts 6,891,000 10,531,000 9,606,000
Michigan 29,027,000 27,713,000 25,279,000
Minnesota 15,350,000 18,663,000 17,024,000
Mississippi 1,200,000 25,168,000 22,958,000
Missouri 15,225,989 23,393,000 21,338,000
Montana 26,775,790 11,827,000 10,788,000
Nebraska 26,645,000 11,532,000 10,519,000
Nevada - 8,747,000 7,979,000
New Hampshire 1,535,000 10,685,000 9,747,000
New Jersey 3,400,000 10,772,000 9,826,000
New Mexico 5,970,000 13,958,000 12,732,000
New York 49,776,999 26,543,000 24,212,000
North Carolina 29,710,000 34,720,000 31,671,000
North Dakota 10,777,600 9,691,000 8,840,000
Ohio 26,431,418 28,086,000 25,619,000
Oklahoma 17,753,699 19,240,000 17,550,000
Oregon 21,104,055 14,948,000 13,635,000
Pennsylvania 55,870,000 29,551,000 26,956,000
Rhode Island - 7,609,000 6,941,000
South Carolina 18,470,581 22,543,000 20,563,000
South Dakota - 10,703,000 9,763,000
Tennessee 25,435,000 26,731,000 24,383,000
Texas 8,915,000 34,720,000 31,671,000
Utah 10,002,939 9,981,000 9,104,000
Vermont 7,740,000 10,230,000 9,331,000
Virginia - 23,265,000 21,222,000
Washington 3,136,850 17,879,000 16,309,000
West Virginia 25,946,000 18,687,000 17,046,000
Wisconsin 10,815,000 20,671,000 18,855,000
‘Wyoming 3,685,000 9,026,000 8,233,000
Puerto Rico - 14,988,000 13,672,000
Virgin Islands - 6,934,000 6,325,000
W. Pacific Areas 4,828,380 6,934,000 6,325,000
Undistributed - 172,957,000 157,767,000
Total Avail /Est. 8766!3 I4I300 St !096!282!000 $ 15000!000 000

Business and Industry Loans - Guaranteed
North American Development Bank

2006 2007 2008

Total Avail /Est. = $7,414,000 1/ -

1/ Cannot be distributed by geographic area in advance.
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS

2006 Actual and Estimated 2007 and 2008
Rural Business Enterprise Grants

2006 2007 2008
Alabama $920,000 $801,000 -
Alaska 383,965 173,000 -
Arizona 1,002,000 332,000 -
Arkansas 607,900 559,000 -
California 1,622,500 734,000 -
Colorado 316,615 268,000 -
Connecticut 148,000 149,000 -
Delaware 102,000 103,000 -
Florida 616,877 607,000 -
Georgia 1,691,154 927,000 -
Hawaii 630,000 119,000 -
Idaho 352,000 254,000 -
Illinois 1,203,400 587,000 -
Indiana 597,000 598,000 -
Iowa 531,999 434,000 -
Kansas 445,000 316,000 -
Kentucky 1,389,201 848,000 -
Louisiana 574,000 575,000 -
Maine 1,949,955 320,000 ~
Maryland 1,497,500 256,000 -
Massachusetts 222,000 188,000 -
Michigan 844,000 845,000 -
Minnesota 696,999 499,000 -
Mississippi 1,393,000 744,000 -
Missouri 980,178 680,000 -
Montana 287,000 238,000 -
Nebraska 417,254 226,000 -
Nevada 60,580 120,000 -
New Hampshire 367,000 194,000 -
New Jersey 295,000 197,000 -
New Mexico 668,000 319,000 -
New York 696,799 800,000 -
North Carolina 1,187,000 1,113,000 -
North Dakota 771,430 156,000 -
Ohio 948,000 859,000 -
Oklahoma ) 2,409,689 521,000 -
Oregon 849,990 357,000 -
Pennsylvania 1,013,500 915,000 -
Rhode Island 75,000 76,000 -
South Carolina 1,270,296 647,000 -
South Dakota 516,756 195,000 -
Tennessee 1,604,000 807,000 -
Texas 1,111,999 1,113,000 -
Utah 415,344 - 167,000 -
Vermont 698,800 177,000 -
Virginia 1,014,930 675,000 -
Washington 609,990 469,000 -
West Virginia 599,000 500,000 -
‘Wisconsin 764,000 576,000 -
Wyoming 576,784 130,000 -
Puerto Rico 127,736 358,000 -
Virgin Islands 50,000 51,000 -
W. Pacific Area 100,000 51,000 -
Undistributed - 15,982,000 -~
Total Avail /Est. 840!223l 120 3395905!000 -

Television Demonstration Grants

2006 2007 2008
Maine $396,000 - -
North Dakota 396,000 - -
Vermont 396,000 . - -
Alaska 396,000 - -

Total Avail /Est. $1,584,000 -
—
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2006 Actual and Estimated 2007 and 2008

Rural Business Opportunity Grants

2006 2007 2008
Alabama $45,712 - ' --
Alaska 49,304 - -
Arizona 49,700 - -
Arkansas 50,000 -- -
California 74,000 - -
Georgia 50,000 - -
Hawaii 50,000 -- -
Idaho 240,000 -- -
Illinois 50,000 - -
lowa 50,000 - -
Kansas 36,000 - -
Louisiana 50,000 - -
Maine . 311,400 - -
Minnesota 90,000 - -
Missouri 25,150 - -
Montana 101,229 - -
Nebraska - 46,810 - -
New Hampshire 49,000 - -
New Jersey 50,000 - --
New Mexico 47,360 - -
New York 49,994 - -
North Carolina 200,000 -- -
North Dakota 293,120 - -
Oklahoma 36,749 -- -
Oregon 277,700 - -
South Carolina 50,000 - --
South Dakota 145,000 -- -
Utah 76,100 - -
Vermont 155,145 - --
Washington 50,000 - -
West Virginia 50,000 -- -
Wisconsin 198,000 - -
Wyoming 42,996 - -
Total Avail./Est. $3,140,469 $3,003,000 1/ -

1/ Cannot be distributed by geographic area in advance.
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RURAL BUSINESS COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2006 Actual and Estimated 2007 and 2008
Delta Regional Authority Grants

2006

2007 2008

Mississippi 1,980,000 -- -

Total Avail /Est. $1,980,000 : $2,145,000 1/ --
Rural Business Special Earmark

006 2007 2008

Total Avail./Est. -- $644,000 1/ -

1/ Cannot be distributed by geographic area in advance.
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RURAL BUSINESS-COOPERATIVE SERVICE

RURAL BUSINESS PROGRAM ACCOUNT

Classification by Objects
2006 Actual and Estimates 2007 and 2008

FY 2006 FY 2007
Other Objects:
41 Grants, subsidies, and contributions......... $83.634.045 $94.173.000

Total direct obligations...........c..ccoveveninnnn. 83,634,045 94,173,000

FY 2008

$43.200.000

43,200,000
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RURAL BUSINESS-COOPERATIVE SERVICE
RURAL BUSINESS PROGRAM ACCOUNT

Classification by Objects
2006 Actual and Estimates 2007 and 2008

FY 2006 FY 2007 FY 2008
Other Objects:
41 Grants, subsidies, and contributions......... $83.634.045 $94.173.000 $43.200,000
Total direct obligations...............cooveeniennnn. 83,634,045 94,173,000 43,200,000
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RURAL BUSINESS-COOPERATIVE SERVICE
The estimates include appropriation language for this item as follows (new language underscored):

Rural Development Loan Fund Program Account (including transfer of funds)

For the principal amount of direct loans, as authorized by the Rural Development Loan Fund (42
U.S.C. 9812(a)), $33.772.000.

For the cost of direct loans, $14.485.000, as authorized by the Rural Development I.oan Fund

42 U.S.C. 9812(a)): Provided, That such costs, including the cost of modifying such loans, shall be
as defined in section 502 of the Congressional Budget Act of 1974: Provided further, That of the
total amount appropriated. $880,000 shall be available through June 30, 2008, for the cost of
direct loans for authorized empowerment zones and enterprise communities and communities
designated by the Secretary of Agriculture as Rural Economic Area Partnership Zones.

In addition, for administrative expenses to carry out the direct loan programs, $4.576.000 shall be
paid to the appropriation for “Rural Development, Salaries and Expenses”. )
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RURAL BUSINESS-COOPERATIVE SERVICE

Analysis of Change in Appropriation

RURAL DEVELOPMENT LOAN FUND PROGRAM ACCOUNT
(On basis of supportable loan level, appropriated subsidy and administrative expenses)

Administrative
Loan Level Subsidy Expenses
Estimate, 2007.......ccuovienniimmenreenneennanns $33,062,890 $14,571,000 $4,745,000
Budget Estimate, 2008............cc.ccoreverieenenees 33,772,000 14,485,000 4,576,000

Increase or Decrease in Appropriations........ 709,110 -86,000 -169,000
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JUSTIFICATION OF INCREASE AND DECREASES

An increase of $709.000 in the intermediary relending direct loan level ($33.063.000 available in
2007).

The President’s budget requests an increase in the budget authority for the Intermediary Relending
Program which will result in a small increase in the program level of funding. This increase is
justified by the high level of job creation and retention impact provided by each dollar spent.

Funding expended last year is expected to result in approximately 26,000 jobs being created or
retained over the funding cycle. This program is historically over-subscribed. The increase will
result in the creation or retention of approximately 550 jobs over the life of the loan. The increase
will assist in meeting the demand for locally based revolving loan funds and increase access to capital
for the rural business community.

A decrease of $86,000 in the intermediary relending direct loan subsidy ($14,571.000 available in
2007).

The requested subsidy amount is necessary to support the estimated loan obligations associated with
the requested FY 2008 loan levels for the direct intermediary relending loan program. The change is
due to the change in the discount rate.

A deciease of $169.000 for administrative expenses ($4.745.000 available in 2007).

Justification for administrative expenses in the amount of $4,576,000 and the associated staff-years
are reflected in the Rural Development Salaries and Expenses Project Statement.
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2006 Actual and Estimated 2007 and 2008

Intermediary Relending Program Loans

2006 2007 2008
Alabama $500,000 - -
Arkansas 750,000 -- -
California 500,000 - -
Idaho 330,000 - -
Illinois 2,750,000 - -
Iowa 1,500,000 -- -
Kentucky 750,000 - -
Michigan 750,000 - -
Minnesota 250,000 -- -
Missouri 500,000 -- -
Montana 2,000,000 - -
New Hampshire 1,029,874 - -
New York 300,000 - -
North Carolina 3,000,000 - -
North Dakota 750,000 - -
Oklahomg 3,300,000 - -
Oregon 500,000 -- -
Pennsylvania 1,250,000 -- -
South Dakota 5,750,000 - -
Texas 2,250,000 - -
Utah 500,000 - -
Vermont 2,000,000 - -
Virginia 500,000 - -
Washington 750,000 - -
West Virginia 660,000 - -
W. Pacific Areas 750,000 - -
Total Avail /Est. $33,869,874 $33,063,000 1/ $33,772,000 1/

1/ Cannot be distributed by geographic area in advance.
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RURAL BUSINESS-COOPERATIVE SERVICE

RURAL DEVELOPMENT LOAN FUND PROGRAM ACCOUNT

Classification by Objects
2006 Actual and Estimated 2007 and 2008

FY 2006 FY 2007 FY 2008
Other Objects:
25 Other purchases of goods and services
from government accounts............... $4,745,070 $4,745,000 $4,576,000
41 Grants, subsidies, and contributions.......... 14,570,820 14,571,000 14,485,000
Total direct obligations...........cocecceermeurencicnnunians 19,315,890 19,316,000 19,061,000
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RURAL BUSINESS-COOPERATIVE SERVICE

Analysis of Change in Appropriation

RURAL ECONOMIC DEVELOPMENT LOANS PROGRAM ACCOUNT
(On basis of loan level and subsidy)

Loan Level Subsidy
Estimate, 2007.......iuniioiieret e ertee e s e e e e e s e e e en e aans $22,601,000 $4,936,000
Budget Estimate, 2008.............cooviviiiiieieeeec e 33,077,000 0

Increase or Decrease in Appropriations............cee.eeveeeveieniaeuennnene 10,476,000 -4,936,000
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JUSTIFICATION OF INCREASE AND DECREASE

An increase of $10,476,000 in the rural economic development loan level ($22.601.000
available in 2007).

The rural economic development loans are funded via a cushion of credit account that is partially
made up of user contributions. Therefore, while we seek to increase the amount available for the
program, there will be no funding request for the budget authority. The increase will ensure
continued availability of development capital for rural communities. Under the rural economic
development loan program, funds are provided for selected projects at zero interest requiring
repayment over time. During FY 2006, slightly more than 100 jobs were created or retained for each
rural economic development loan made. In addition, the rural economic development loan program
is historically over-subscribed. This increase will assist in meeting the needs of rural communities
and will result in the creation retention of approximately 2,000 rural jobs.

A decrease of $4,936.000 in rural economic development loan subsidy ($4.936,000 available in
2007).

The budget proposes to fund this program from mandatory funds instead of discretionary funds.
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. RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2006 Actual and Estimated 2007 and 2008

Rural Economic Development Loans

2006 2007 2008
Georgia $1,480,000 - -
Towa 3,070,000 -- -
Kansas 3,614,000 - -
Kentucky 2,369,000 - -
Minnesota 1,220,000 - -
Mississippi 3,700,000 - -
Missouri 2,220,000 - -
North Carolina 1,277,000 - -
Oklahoma 526,000 - -
South Carolina 1,194,309 - -
South Dakota 1,300,000 - -
Tennessee 2,240,000 - -
Wisconsin 900,000 - -
Total Avail./Est. $25,110,309 $23,063,000 1/ $33,077,000 1/

/ Cannot be distributed by geographic area in advance.
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RURAL BUSINESS-COOPERATIVE SERVICE
RURAL ECONOMIC DEVELOPMENT LOANS PROGRAM ACCOUNT

Classification by Objects
2006 Actual and Estimated 2007 and 2008

FY 2006 FY 2007 FY 2008
Other Objects:
41 Grants, subsidies, and contributions.......... $5,014,529 $5,037,000 $0
Total direct Obligations.............cc.evveevverrverrerrnrean 5,014,529 5,037,000 0
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RURAL BUSINESS-COOPERATIVE SERVICE
The estimates include appropriation language for this item as follows (new language underscored):

Rural Economic Development Grants (including rescission of funds

Of the funds derived from interest on the cushion of credit payments, as authorized by section 313 of
the Rural Electrification Act of 1936, $34.000.000 is cancelled.
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RURAL BUSINESS-COOPERATIVE SERVICE

Analysis of Change in Appropriation

RURAL ECONOMIC DEVELOPMENT GRANTS

Estimate, 2007 ......c.ccccoirevinnenerienereneeeeeeseeseee e sesnenessesenesens ettt ettt ane $-78,514,000
Budget Estimate, 2008.............ccocooiniiiiiicccieenecccesiese ettt seaeastenens -34,000,000
Decrease il RESCISSION. . .....cccoueetriurieieeeenreeeeestrsees e et e eeeeeeensnenertenennnarernenennns 44,514,000

Analysis of Change in Funding

RURAL ECONOMIC DEVELOPMENT GRANTS

ESHIMALE, 2007.....eeeeoeeeeeeoeese e eeeeeeesesssesessesesesssssescseeseessessssssesssscenneens $10,000,000
Budget ESHMALE, 2008........coovveeoeeeeeeeesesesooeeeerseesesseceeresssssresesssesseeeseesessssssssee 10,000,000

NO ChANEE. ... cvniiiiii ettt e e e e e e e en 0
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PROJECT STATEMENT

(On basis of obligations under available funds)

2006 2007 Increase or 2008
Item of Change Actual Estimated Decrease Estimated

Rural economic development grant...| $10,000,000] $10,000,000 $0 $10,000,000
Total Available or Estimate............ 10,000,000 10,000,000 0 10,000,000
Unobligated balance available,

start of year..........c.cceevuvuneen.... -97,614,779 -7,150,222 7,050,386 -99,836
Recovery of prior year obligations..... 0 0 0 0
Transfer from Rural Electrification

and Telecommunications

Liquidating Account, Cushion

of Credit 1/.cccoeveniniiiiiniinnn. -89,106,402| -69,718,135 18,190,135 -51,528,000
Transfer from Rural Electrification

and Telecommunications

electric undrwriter loan fees........ -429,0411 -11,745,479 11,745,479 0
Unobligated balance available,

end of Year................c............ 7,150,222 99,836 7,528,000 7,627,836
Total Appropriation.....................] -170,000,000f -78,514,000 44,514,000 -34,000,000

1/ Amounts represent earnings generated by the interest differential on voluntary cushion of credit

payments made by Rural Utilities Service borrowers.
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JUSTIFICATION OF DECREASE

(1) A decrease of $44,514,000 in the rural economic development grants ($78,514.000 rescinded in
2007).

A $34,000,000 cancellation is proposed from the prior year balances from interest on cushion of
credit payments to offset the budget funding request.
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2006 Actual and Estimated 2007 and 2008

Rural Economic Development Grants

2006 2007 2008
Colorado $300,000 - --
Georgia 300,000 - -
Iowa 3,475,000 - -
Kentucky 816,000 - -
Minnesota 1,400,000 - -
Mississippi 300,000 -- -
Missouri 300,000 - -
Montana 300,000 - -
Nebraska 300,000 - -
North Carolina : 500,000 - -
South Carolina 300,000 -- -
South Dakota 300,000 - -
Tennessee 600,000 -- -
Wisconsin 809,000 -- -

Total Avail /Est. $10,000,000 $10,000,000 1/ $10,000,000 1/

1/ Cannot be distributed by geographic area in advance.
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RURAL BUSINESS-COOPERATIVE SERVICE

RURAL ECONOMIC DEVELOPMENT GRANTS

Classification by Objects
2006 Actual and Estimated 2007 and 2008

FY 2006 FY 2007

Other Objects:

41 Grants, subsidies, and contributions...... $10,000,000 $10,000,000

FY 2008

$10,000,000

Total direct obligations...........c.ccevurccecvcncucnnen 10,000,000 10,000,000

10,000,000
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RURAL BUSINESS-COOPERATIVE SERVICE

RURAL BUSINESS INVESTMENT PROGRAM

Classification by Objects
2006 Actual and Estimated 2007 and 2008

FY 2006 FY 2007 FY 2008
Other Objects:
25 Other purchases of goods and services
from government accounts.............. $1,628,866 $0
41 Grants, subsidies, and contributions.......... 2,875,497 0

Total direct obligations 4,504,363 0
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RURAL BUSINESS-COOPERATIVE SERVICE

The estimates include appropriation language for this item as follows (new language underscored):
Rural Cooperative Development Grants

For rural cooperative development grants authorized under section 310B(e) of the Consolidated
Farm and Rural Development Act (7 U.S.C. 1932), $20.928.000, of which not to exceed $1.473.000
shall be for cooperatives or associations of cooperatives whose primary focus is to provide assistance
to small, minority producers and whose governing board and/or membership is comprised of at least
75 percent minority; and of which $15.000,000, to remain available until expended, shall be for
value-added agricultural product market development grants, as authorized by section 6401 of the
Farm Security and Rural Investment Act of 2002 (7 U.S.C. 1621 note).
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RURAL BUSINESS-COOPERATIVE SERVICE

Analysis of Change in Appropriation

RURAL COOPERATIVE DEVELOPMENT GRANTS

EStimate, 2007 ... .c.ueunineiiiieieneceeseneeeessreseeee e ee e e e nnnsnenenenees i sanensanenenseenee 929,443,000
Budget Estimate, 2008............c.ccooiiiiiiiciiiicee st 20,928,000
Decrease in APPrOPIIBLION.........c.ceceeerrceecerererererreereesast sttt s s esssses s sseerens -8,515,000
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PROJECT STATEMENT
(On basis of appropriation)

2006 2007 Increase or 2008
Item of Change Actual Estimated Decrease Estimated

Discretionary:
Rural Cooperative Development

EIANLS. . eneeneriieiineeeeneeenneenanens $4,357,312 $4,455,000 $0 $4,455,000
Appropriate technology transfer

for rural areas cooperative

AZrEEMENL.....cvevevereeeeeneeeeenns. 2,475,000 2,475,000]  -2,475,000 (1 0
Cooperative research agreements......... 495,000 495,000 -495,000 (2 0
Grants to assist small minority

PrOdUCETS. . .euiivnineeeanineireceneanene 1,473,120 1,473,000 0 1,473,000
Special Earmarks General Provisions... 138,600 250,000 -250,000 (3 0
Value-added agriculture product

marketing development grants......... 33,036,160 19,280,000 -5,030,000 (4 14,250,000
Agricultural marketing resource

center grants.........ccevveiieriennnnn.. 1,014,750 1,015,000 -265,000 (4 750,000
Total Available or Estimate..............] 42,989,942 29,443,000 -8,515,000 20,928,000
Recovery of prior year obligations...... -598,369 0 0 0
Unobligated balance available,

start of year........coccuvinieniininnenn -13,506,009 0 0 0
Transfer to Working Capital Fund....... 97,688 0 0 0
Unobligated balance available,

endofyear......c..coeveniniinniniennenn. 348,468 0 0 0
Rescission b/ v.veeeeeeeivncannannaannnnnn. 296,280 0 0 0
Total Appropriation, Discretionary....... 29,628,000 29,443,000 -8,515,000 20,928,000
Mandatory: a/
Value-added agriculture product

marketing development grants......... 2,453,074 0 0 0
Agriculture Marketing Research

(012111 SN 0 0 0 0
Total Available or Estimate.............. 2,453,074 0 0 0
Transfer from Commodity Credit

Corporation............ecevveunneennnnn.. 0| -160,000,000f 160,000,000 0
Recovery of prior year obligations...... -1,222,711 0 0 0
Unobligated balance available,

start of year........oooueeinieniiiennennns -1,441,717 -211,354 211,354 0
Unobligated balance available,

end of year.........coeeuniniiniiniinnnnnn, 211,354 0 0 0
ReSCisSion @/..ceuevueeeureninnnnnnnen... , 160,211,354] -160,211,354 0
Total Appropriation, Mandatory.......... 0 0 0 0
Total Appropriation.........c.c.oeeeee..... 29,628,000 29,443,000 -8,515,000 20,928,000

Staff years are reflected in the Salaries and Expenses Project Statement.

a/ Mandatory funding provided by sections 6401 and 6402 of the Farm Security and Rural Investment Act
0f 2002, Public Law 107-171, dated May 13, 2002. The Act provides $40,000,000 from the funds of the
Commodity Credit Corporation each fiscal year for FY 2002 through FY 2007, to remain available until
expended. The authority to obligate funds previously made available under section 231(b)(4) of the
Agricultural Risk Protection Act of 2000 (Public Law 106-224; 7 U.S.C. 1621 note) for a fiscal year and
unobligated as of October 1, 2006, cancelled pursuant to section 1402 of the Deficit Reduction Act
0f 2005, P.L. 109-171, dated February 8, 2006.

b/ The FY 2006 amount is rescinded pursuant to Section 3801 of Division B, Title IIl, Chapter 8, of P.L. 109-14:
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PROJECT STATEMENT
(On basis of obligations under available funds)
2006 2007 Increase or 2008
Item of Change Actual Estimated Decrease Estimated

Discretionary:
Rural Cooperative Development

GIANLS..ceivniiiiiiiiiiee s $4,357,312 '$4,457,299 -$2,299 $4,455,000
Appropriate technology transfer

for rural areas cooperative

AZTEEMENLt. .. cvvvveeieiiriiiiireecnnnes 2,475,000 2,475,000 2,475,000 0
Cooperative research agreements..........,| 495,000 495,000 -495,000 0
Grants to assist [minority] socially

disadvantaged producers.................. 1,473,120 1,473,000 0 1,473,000
Spec. Earmarks General Provisions........ 138,600 250,000 -250,000 0
Value-added agriculture product

marketing development grants............. 33,036,160 19,626,419 -5,376,419 14,250,000

- Agricultural marketing resource

center grants.........oooveereiineeeennns 1,014,750 1,014,750 -264,750 750,000
Total Available or Estimate................. 42,989,942 29,791,468 -8,863,468 20,928,000
Recovery of prior year obligations...... -598,369 0 0 0
Unobligated balance available,

start Of Year.......ocvveeunreeneerunnsennn. -13,506,009 -348,468 348,468 0
Transfer to Working Capital Fund......... 97,688 0 0 0
Unobligated balance available,

end of year......coceeuviniiininiinninnnnn, 348,468 0 0 0
ResCiSSION B/ .ueuiniiiiieeeaiciiiaeannnns 296,280 0 0 0
Total Appropriation, Discretionary......... 29,628,000 29,443,000 -8,515,000 20,928,000
Mandatory: a/
Value-added agriculture product

marketing development grants............ 2,453,074 0 0 0
Agriculture Marketing Research

167211 (= ST N _ 0 0 0 0
Total Available or Estimate................. 2,453,074 0 0 0
Transfer from Commodity Credit

COrporation..........c.cuvuereemuieennnennne - 0] -160,000,000 160,000,000 0
Recovery of prior year obligations...... -1,222,711 0 0 0
Unobligated balance available,

Start Of YEar....cevuvvennninieeenneeennenen. -1,441,717 -211,354 211,354 0
Unobligated balance available,

end Of Y€ar....cccuuviniieeniienieiinneennnns 211,354 0 0 0
ResCiSSion @/ «..vvvenieniiniininaeinnenninn.d 0 160,211,354] -160,211,354 0
Total Appropriation, Mandatory........... 0 0 0 0
Total Appropriation...........ceueeeeuunnenns 29,628,000 29,443,000 -8,515,000 20,928,000

Staff years are reflected in the Salaries and Expenses Project Statement.

a/ Mandatory funding provided by sections 6401 and 6402 of the Farm Security and Rural Investment Act
of 2002, Public Law 107-171, dated May 13, 2002. The Act provides $40,000,000 from the funds of the
Commodity Credit Corporation each fiscal year for FY 2002 through FY 2007, to remain available until
expended. The authority to obligate funds previously made available under section 231(b)(4) of the
Agricultural Risk Protection Act of 2000 (Public Law 106-224; 7 U.S.C. 1621 note) for a fiscal year and
unobligated as of October 1, 2006, cancelled pursuant to section 1402 of the Deficit Reduction Act
of 2005, P.L. 109-171, dated February 8, 2006.

b/ The FY 2006 amount is rescinded pursuant to Section 3801 of Division B, Title III, Chapter 8, of P.L. 109-148.
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JUSTIFICATION OF DECREASES

A decrease of $2.475.000 for appropriate technology transfer in rural areas (ATTRA) ($2.475.000
available in 2007).

ATTRA provides information to farmers and other rural users on a variety of sustainable agricultural
practices that include both cropping and livestock operations. Since much of this information is
available through other public and private sector websites and through USDA outreach, ATTRA is no
longer needed.

A decrease of $495.000 for cooperative research agreements ($495,000 available in 2007).

Cooperative research agreements were planned to be funded in 2006 and 2007. Further funding is not
requested or anticipated, as the research envisioned will have been completed.

A decrease of $250,000 for an earmark in General Provisions for Sheep Industry ($250,000 available
in 2007).

The budget does not request funding for the National Sheep Industry.
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