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RURAL DEVELOPMENT 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 various 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. An agency guarantee facilitates large loans where banking regulations on concentration of credit and
lending limits can make the large loans difficult. These guaranteed loans can be sold to investors or others

- can participate in the funding of the guaranteed loan 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 provides value added processing 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, P.L. 107-171. RBIP 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 manageément 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, P.L. 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 improvements.
Renewable energy projects benefit agricultural producers and rural small businesses with new and
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sustainable, income streams; reduced reliance on fossil fuels; and an improved environment. Energy
efficiency projects also reduce the cost of production and business operations.

Biomass Research and Development Initiative - Section 9008 of the 2002 Farm Bill, P.L. 107-171. The
program also supports the Biomass Research Development Act of 2000, the Healthy Forest Restoration
Act of 2003, and the Energy Policy Act of 2005. The Section 9008 grant program finances research and
development of biomass based products, bioenergy, biofuels and related processes. The Program is
intended to promote innovation and development related to biomass.

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. RCDGs 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) P.L. 107-171. 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.

Small Minority Producer Grants (SMPG) - Authorized and appropriated by P.L. 109-97. Grants to assist
small, minority agricultural producers in rural areas provides funding for cooperatives or associations of
cooperatives whose primary focus is to provide assistance to such producers, and 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.

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 nonprofit
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,

(7 U.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
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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
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.

Geographic dispersion of offices and employees
Rural Development programs are administered by the three programs representing Rural Development:

Housing and Community Facilities, Utilities, Business and Cooperative Development. Rural Development
headquarters is located in Washington, D.C. As of September 30, 2007, there were 6,281 permanent full-
time employees, including, 242 in the headquarters office and 6,048 in field offices.

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 (open).

OIG Audit Report 34099-007-TE Request for Audit of Business and Industry Guaranteed Lender,
Business Loan Express (open).

OIG Audit Report 34601-006-AT Rural Business Programs Intermediary Relending Program (open).

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

OIG Audit Report No. 85099-002-HY Survey — Oversight of the Rural Community Advancement
Program (closed).

GAO Reports
GAO Audit Report No. 08-278T Comparison of RD Business Program Guaranteed Loan and SBA Loan

Programs (open).
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RURAL BUSINESS-COOPERATIVE SERVICE

The estimates include appropriation language for this item as follows (new language underscored; deleted
matter enclosed in brackets):

Rural Business Program Account (including transfer of balances)

1,2 For the cost of [direct loans, ]Jloan guarantees[, and grants,] for the rural business development

3,4 programs authorized by [sections 306 and]section 310B and described in section [310B(f) and
J381E(d)(3) of the Consolidated Farm and Rural Development Act, [$87,700,000]$30.450,000, to
remain available until expended: Provided, That of the amount appropriated under this heading, not

5 to exceed [$500,000 shall be made available for a grant to a qualified national organization to
provide technical assistance for rural transportation in order to promote economic development and
$3,000,000 shall be for grants to the Delta Regional Authority (7 U.S.C. 1921 et seq.) for any Rural
Community Advancement Program purpose as described in section 381E(d) of the Consolidated
Farm and Rural Development Act, of which not more than 5 percent may be used for administrative
expenses: Provided further, That $4,000,000 of the amount appropriated under this heading shall be
for business grants to benefit Federally Recognized Native American Tribes, including $250,000 for
a grant to a qualified national organization to provide technical assistance for rural transportation in
order to promote economic development: Provided further, That not to exceed $8,300,000]1$170.,000

6 of the amount appropriated under this heading shall be available through June 30, [2008]2009, 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 the Consolidated Farm and
Rural Development Act: Provided further, That section 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 sections 306 and 310B and described in section 310B(f) and
381E(d)(3) of such Act be transferred and merged with this account and any other prior balances
from the Rural Development, Rural Community Advancement Program account that the Secretary
determines is appropriate to transfer.

The first change proposes to eliminate the language supporting funding the business and industry direct
loan program.

The second change proposes to eliminate the language supporting funding the rural business program’s
grant programs.

The third change eliminates the reference to the Consolidated Farm and Rural Development Act, as
amended, which covers the rural business enterprise grants and rural business opportunity grants.

The fourth change eliminates the reference to the Consolidated Farm and Rural Development Act, as
amended, which covers the grants for broadcasting systems.

The fifth change eliminates the set-aside for the grant programs since the grants are being proposed to be
eliminated.

The sixth change modifies the expiration date of set-aside funds for empowerment zones and enterprise
communities from June 30, 2008, to June 30, 2009.
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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
Appropriations Act, 2008...............ccoeeueennen $1,000,000,000 $43,200,000 $44,500,000
Budget Estimate, 2009..............c.ccoveuiennnns. 700,000,000 30,450,000 0
Decrease in Appropriations.............c..e.evuuus -300,000,000 -12,750,000 -44,500,000
Adjustments in 2008:
Appropriations Act, 2008.................. 1,000,000,000 43,200,000 44,500,000
Rescission under P.L. 110-161 a/......... 7,000,000 -302,400 -311,500
Adjusted base for 2008..................... 993,000,000 42,897,600 44,188,500
Budget Estimate, 2009...............cocvevnenee. 700,000,000 30,450,000 0
Decrease over adjusted 2008.................... -293,000,000 -12,447,600 -44,188,500

a/ The amount is rescinded pursuant to Section 752 of Division A, Title VII of P.L. 110-161.



PROJECT STATEMENT
(On basis of supportable loan levels and appropriated subsidies and grants)
(In thousands of dollars)

2007 Actual 2008 Estimated Increase or Decrease 2009 Estimated
Item of Change Program Level [Subsidy/BA [Program Level |Subsidy/BA [ Program Level | Subsidy/BA |Program Level | Subsidy/BA
Rural Business Programs:
Business and industry guaranteed loans........... $830,525 $36,211 $993,000 $42,898] -$293,000 (1)] -$12,448 (5 $700,000 $30,450
Business and industry guaranteed
NADBank 10ans @/.......ccccceeurveveieuennercncnenes 3,490 319 0 0 0 0 0 0
Rural business enterprise grants...............cc....... 42,658 42,658 38,727 38,727 -38,727 (2) -38,727 0 0
Rural business enterprise grants, disaster '
supplemental b/..........coeveiiviiiiiniininn.. 0 0 0 0 0 0 0 0
Rural business opportunity grants.................... 6,901 6,901 2,483 2,483 -2,483 (3) -2,483 0 0
Delta regional authority 1,980 1,980 2,979 2,979 -2,979 4) -2,979 0 0
Special Earmark ... 643 643 0 0 0 0 0 0
Total Available or Estimate..............cccoceeeeeececnne 886,197 88,712 1,037,189 87,086 -337,189 -56,636 700,000 30,450
Recovery of prior year obligations............... -44,845 -10,869
Unobligated balance available, start of year..... -29,294 -20,719
Unobligated balance available, end of year... 555,458 28,274
2007 disaster supplemental b /...... -2,000 -2,000
Secretary's Interchange transfer 22,936 1,000
Rescission ¢ /. . 0 0 7,311 614 -7,311 -614 0 0
Total Appropriation..............ococeeeereeererercreenenns.] 1,388,453 84,399 1,044,500 87,700f -344,500 -57,250 700,000 30,450
NOTE: Amounts reflected above are budget projections of use of funds within the Rural Business Program Account. The justification of increases and decreases is based on the

projected use of funds. Individual columns may not add due to rounding.

a/ The North American Free Trade Agreement Implementation Act, P.L. 103-182, 107 Stat. 2057, authorizes the Rural Business-Cooperative Service to accept offsetting
collections from the United States Commodity Adjustment and Investment Program for the purpose of making NADBank guaranteed business and industry loans. In
FY 2007, an unobligated carryover balance of $678,393.36 was available for this purpose. The FY 2007 loan subsidy rate was 9.15 percent.

b/ Provided by the U.S. Troop Readiness, Veterans' Care, Katrina Recovery, and Iraq Accountability Appropriations Act, 2007, P.L. 110-28, signed May 25, 2007,
for areas in Kansas hit by the tomadoes on May 6, 2007.

¢/ The amounts are rescinded pursuant to Section 752 of Division A, Title VII, of P.L. 110-161.
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PROJECT STATEMENT
(On basis of obligations under available funds)

(In thousands of dollars)
2007 Actual 2008 Estimated Increase or Decrease 2009 Estimated
Item of Change Program Level [Subsidy/BA |Program Level |Subsidy/BA | Program Level _Subsidy/BA [Program Level |Subsidy/BA
Rural Business Programs:
Business and industry guaranteed loans............ $830,525 $36,211 $1,458,316 $62,999 -$758,316 -$32,549 $700,000 $30,450
Business and industry guaranteed
NADBank 10ans @/.......ccccccoovveeenrenrerreererenenns 3,490 319 4,669 359 -4,669 -359 0 0
Rural business enterprise grants..............cccoeeeuces 42,658 42,658 44,223 44223 -44 223 -44.223 0 0
Rural business enterprise grants, disaster
supplemental b/...........cocovvviiiiiniiiinannn. 0 0 2,000 2,000 -2,000 -2,000 0 0
Rural business opportunity grants.............c........ 6,901 6,901 2,635 2,635 -2,635 -2,635 0 0
Delta regional authority 1,980 1,980 3,144 3,144 -3,144 23,144 0 0
Special Earmark ...................ooooiiiinn. 643 643 1 1 -1 -1 0 0
Total Available or Estimate...........cccocecererrccrnnnncs 886,197 88,712 1,514,987 115,360 -814,987 -84,910 700,000 30,450
Recovery of prior year obligations..............., -44,845 -10,869 0 0 0 0 0 0
Unobligated balance available, start of year...... -29,294 -20,719 -477,799 -28,274 477,799 28,274 0 0
Unobligated balance available, end of year... 555,458 28,274 0 0 0 0 0 0
2007 disaster supplemental b/...... -2,000 -2,000| 0 0 0 0 0 0
Secretary's Interchange transfer 22,936 1,000 0 0 0 0 0 0
ReSCISSION € /... . 0 0 7,311 614 -7,311 -614 0 0
Total Appropriation 1,388,453 84,399 1,044,500 87,700 -344,500 -57,250 700,000 30,450

NOTE: Amounts reflected above are budget projections of use of funds within the Rural Business Program Account. The justification of increases and decreases is based on
the projected use of funds. Individual columns may not add due to rounding.

a/ The North American Free Trade Agreement Implementation Act, P.L. 103-182, 107 Stat. 2057, authorizes the Rural Business-Cooperative Service to accept offsetting
collections from the United States Commodity Adjustment and Investment Program for the purpose of making NADBank guaranteed business and industry loans. In
FY 2007, an unobligated carryover balance of $678,393.36 was available for this purpose. The FY 2007 loan subsidy rate was 9.15 percent.

b/ Provided by the U.S. Troop Readiness, Veterans' Care, Katrina Recovery, and Iraq Accountability Appropriations Act, 2007, P.L. 110-28, signed May 25, 2007,
for areas in Kansas hit by the tornadoes on May 6, 2007.

¢/ The amounts are rescinded pursuant to Section 752 of Division A, Title VII, of P.L. 110-161.
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JUSTIFICATION OF DECREASES

A decrease of $293.000,000 for the guaranteed business and industry loan level ($993,000,000
available in 2008).

The business and industry guaranteed loan program has a projected carryover of at least $300 million
since we had $463 million of carryover in FY 2008. We therefore anticipate that the requested
program level of $700 million in addition to the carry over will be sufficient to equal a program level
of approximately $1 billion. We anticipate this funding level will be sufficient to meet the demand for
the program.

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.

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. Based on the proposed funding level, we anticipate 8,879 jobs will either be
created or saved.

A decrease of $38.727.000 for rural business enterprise grants ($38,727.000 available in 2008).

No funding is requested for the rural business enterprise grant (RBEG) program. Funding can be
provided by other business loans and grants programs within Rural Development or other Federal
entities. In addition, Rural Development is in the process of shifting its funding emphasis from grants
to guaranteed loans in order to increase leveraging and better use scarce resources.

A decrease of $2.483.000 for rural business opportunity grants ($2,483.000 available in 2008).

No funding is requested for the rural business opportunity grant (RBOG) program. Funding can be
provided by other business loans and grants programs within Rural Development or other Federal
entities. In addition, Rural Development is in the process of shifting its funding emphasis from grants
to guaranteed loans in order to increase leveraging and better use scarce resources.

A decrease of $2.979.000 for delta regional authority grants ($2.979.000 available in 2008).

No funding is requested for the delta regional authority grants program. The Delta Regional Authority
has used rural business enterprise grant (RBEG) funds to assist with special projects in the Mississippi
Delta Region. This request for a decrease is associated with our request to eliminate the RBEG
program. Funding can be delivered through other Department programs.

A decrease of $12.448,000 in guaranteed loan subsidy for the guaranteed business and industry loans
($42.898.000 available in 2008).

The requested subsidy amount supports the estimated loan obligations associated with the requested
FY 2009 loan level for the guaranteed business and industry loans. USDA expects to have at least
$300 million in carryover for FY 2009, making the total loan level available to be $1 billion.
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2007 Actual and Estimated 2008 and 2009

Business and Industy Loan Program - Guaranteed

2007 2008 2009
Alabama $19,354,400 $39,421,000 $17,919,000
Alaska 24,186,000 10,628,000 5,314,000
Arizona 14,932,846 17,965,000 8,983,000
Arkansas 2,500,000 28,341,000 14,171,000
California 102,966,100 36,352,000 18,176,000
Colorado 2,030,000 14,990,000 7,495,000
Connecticut 7,700,000 9,500,000 4,750,000
Delaware - 7,396,000 3,698,000
Florida 19,835,000 30,546,000 15,273,000
Georgia 24,507,000 45,207,000 22,604,000
Hawaii 4,415,000 8,152,000 4,076,000
Idaho 17,402,505 14,331,000 7,166,000
Illinois 42,196,229 29,595,000 i 14,798,000
Indiana 9,386,405 30,116,000 15,058,000
lowa 18,477,148 22,589,000 11,297,000
Kansas 3,785,188 17,171,000 8,586,000
Kentucky 1,025,000 41,569,000 20,785,000
Louisiana 38,005,000 29,061,000 14,531,000
Maine 15,850,150 17,368,000 8,684,000
Maryland - 14,420,000 7,210,000
Massachusetts 795,600 1 1,308,000 5,654,000
Michigan 13,222,100 41,440,000 20,720,000
Minnesota 2,451,000 25,568,000 . 12,784,000
Mississippi 6,200,000 36,803,000 18,402,000
Missouri 15,765,000 33,863,000 16,932,000
Montana 600,000 13,581,000 6,791,000
Nebraska 4,493,160 13,064,000 6,532,000
Nevada 10,960,000 8,179,000 4,090,000
New Hampshire 2,000,000 11,578,000 5,789,000
New Jersey - 11,731,000 5,866,000
New Mexico - 17,303,000 8,652,000
New York 20,585,000 39,388,000 19,694,000
North Carolina 62,869,761 53,727,000 26,864,000
North Dakota 15,664,610 9,836,000 4,918,000
Ohio 18,461,000 42,095,000 21,048,000
Oklahoma . 44,525,000 26,580,000 13,290,000
Oregon 57,114,434 19,054,000 9,527,000
Pennsylvania 11,031,602 44,661,000 22,331,000
Rhode Island - 6,184,000 3,092,000
South Carolina 43,112,220 32,371,000 16,186,000
South Dakota 2,753,866 11,609,000 5,805,000
Tennessee 15,064,000 39,717,000 19,859,000
Texas 15,974,755 53,727,000 26,864,000
Utah 17,581,195 10,342,000 5,171,000
Vermont 7,554,924 10,780,000 5,390,000
Virginia 12,495,000 33,638,000 16,819,000
Washington 4,649,302 24,194,000 12,097,000
West Virginia 1,222,000 25,609,000 12,805,000
Wisconsin 15,140,000 29,091,000 14,546,000
Wyoming 34,860,442 8,669,000 4,335,000
Puerto Rico - 19,124,000 9,562,000
Virgin Islands - 5,000,000 2,500,000
W. Pacific Areas 4,825,543 5,000,000 2,500,000
Undistributed - 218,784,140 82,011,000
Total Avail./Est. $830,525,485 $1,458,316,140 $700,000,000

Business and Industry Loans - Guaranteed
North American Development Bank

2007 2008 2009
North Carolina $3,490,000 - -
Total Avail /Est. $3,490,000 54,669,159 1/ -

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

2007 Actual and Estimated 2008 and 2009

Rural Business Enterprise Grants

2007 2008 2009
Alabama $850,548 $799.000 -
Alaska 273,530 172,000 -
Arizona 686,150 332,000 -
Arkansas 757,600 558,000 -
California 1,903,953 733,000 -
Colorado 342,000 267,000 -
Connecticut 179,000 148,000 -
Delaware 108,000 102,000 -
Florida 879,207 606,000 -
Georgia 1,673,984 926,000 -
Hawaii 660,841 118,000 -
Idaho 411,050 253,000 -
inois 1,205,880 585,000 -
Indiana 659,000 597,000 -
lowa 075,000 433,000 -
Kansas 465,000 315,000 -
Kentucky 1,851,953 846,000 -
Louisiana 779,000 574,000 -
Maine 1,106,990 319,000 -
Maryland 1,020,500 255,000 -
Massachusetts 253,000 187,000 -
Michigan 956,000 843,000 -
Minnesota 760,779 498,000 -
Mississippi 954,218 742,000 -
Missouri 1,005,998 678,000 -
Montana 280.116 236,000 -
Nebraska 655,514 225,000 -
Nevada 212,000 119,000 -
New Hampshire 259.000 193,000 -
New Jersey 288,000 196,000 -
New Mexico 547,998 318,000 -
New York 1,002,509 799,000 -
North Carolina 1,406,988 1,111,000 -
North Dakota 619,717 155,000 -
Ohio 950,000 858,000 -
Oklahoma 2,493,600 520,000 -
Oregon 589,000 356,000 -
Pennsylvania 1,206,446 914,000 -
Rhode Island - 75,000 -
South Carolina 2,201,583 646,000 -
South Dakota 764,436 194,000 -
Tennessce 1,362,000 806,000 -
Texas 1,733,000 1,111,000 -
Utah 418,780 166,000 -
Vermont 992,364 175,000 -
Virginia 795,000 673,000 -
Washington 802,250 468,000 -
West Virginia 749,660 499,000 -
Wisconsin 1,025,678 574,000 -
Wyoming 337,000 129,000 -
Puerto Rico 440,002 357,000 -
Virgin Islands - 50,000 -
W. Pacific Area 100,000 50,000 -
Undistributed - 20,364,026 -
Total Avail /Est. $42,657.822 $44,223,026 -

Rural Business Enterprise Grants
2007 for Natural Disaster
2007 2008 2009

Total Avail./Est.

$2,000,000 1/

1/ Cannot be distributed by geographic area in advance.
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2007 Actual and Estimated 2008 and 2009

Rural Business Opportunity Grants

2007 2008 2009
Alabama $72,000 -- -
Alaska 97,206 -- -
Arizona 149,497 - -
Arkansas 48,500 - -
California 150,000 -- -
Colorado 104,500 -- -
Connecticut 35,000 - -
Florida 213,543 - -
Georgia 300,000 - --
Hawaii 50,000 -- -
Idaho 370,000 - -
Illinois 162,500 - -
Indiana 50,000 -- --
lowa 250,000 -- -
Kansas 50,000 - --
Kentucky 157,500 - --
Louisiana 100,000 - -
Maine 259,837 -- --
Maryland 148,216 - -
Massachusetts 50,000 - --
Michigan 100,000 -- -
Minnesota 100,000 - --
Mississippi 100,000 -- -
Missouri 93,194 - -
Montana © 23,000 - -
Nebraska 449,957 - -
Nevada 28,500 - --
New Hampshire 50,000 -- --
New Mexico 160,375 -- --
New York 50,000 - -
North Carolina 250,000 - --
North Dakota 149,000 - -
Ohio 86,000 -- -
Oklahoma 463,277 - -
Oregon 323,900 - -
Pennsylvania 150,000 - --
South Carolina 61,140 - -
South Dakota 117,118 - -
Tennessee 99,927 -- -
Texas 50,000 - -
Utah 84,200 -- --
Vermont 227,000 - -
Virginia 166,020 - -
Washington 150,000 -- -
West Virginia 50,000 - -
Wisconsin 374,948 - -
Wyoming 75,000 -- -
W. Pacific Areas 50,000 - -
Total Avail./Est. $6,900,855 $2,634,610 1/ --

1/ Cannot be distributed by geographic area in advance.
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2007 Actual and Estimated 2008 and 2009

Delta Regional Authority Grants

2007 2008 2009

Mississippi $1,980,000 -- --

Total Avail./Est. $1,980,000 $3,144,000 1/ -
Rural Business Special Earmark for Alaska Farms

2007 2008 2009

Alaska $643,000 -- --

Total Avail./Est. $643,000 $500 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
2007 Actual and Estimated 2008 and 2009

FY 2007 FY 2008 FY 2009
Other Objects:
41 Grants, subsidies, and contributions......... $88,711,923 $115,360,452 $30,450,000
Total direct obligations................coeeuvuenen.e. 88,711,923 115,360,452 30,450,000
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RURAL BUSINESS-COOPERATIVE SERVICE

The estimates include appropriation language for this item as follows (new language underscored; deleted
matter enclosed in brackets):

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] $14.,134.000, as authorized by the Rural Development

1 Loan Fund (42 U.S.C. 9812(a))[, of which $1,724,000 shall be available through June 30, 2008, for
Federally Recognized Native American Tribes and of which $3,449,000 shall be available through
June 30, 2008, for Mississippi Delta Region counties (as determined in accordance with Public Law
100-460)]: Provided, That such costs, including the cost of modifying such loans, shall be defined in
Section 502 of the Congressional Budget Act of 1974: Provided further, That of the total amount

2 appropriated, $880,000 shall be available through June 30, [2008] 2009, 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, [$4,774,000]
3 $4.574.000 shall be[ transferred to and merged with] paid to the appropriation for “Rural
Development, Salaries and Expenses”.

The first change eliminates the earmark for Federally Recognized Native American Tribes, Mississippi
Delta Region counties and Delta Regional Authority. These recipients can be funded under the normal
program.

The second change updates the expiration date of the set-aside funds for empowerment zones and
enterprise communities from June 30, 2008 to June 30, 2009.

The third change reflects language simplifying the transfer and consolidation of funds from the individually
appropriated administrative expense account to the Rural Development, Salaries and Expense account.
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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

Appropriations Act, 2008......................... $33,772,441 $14,485,000 $4,774,000

Budget Estimate, 2009............cccoovvvviiiinnnns 33,772,000 14,134,000 4,574,000

Increase or decrease in Appropriations......... -441 -351,000 -200,000
Adjustments in 2008:

Appropriations Act, 2008............... $33,772,441 $14,485,000 $4,774,000

Rescission under P.L. 110-161 a/...... -236,407 -101,395 -33,418

Adjusted base for 2008.................. $33,536,034 $14,383,605 $4,740,582

Budget Estimate, 2009........................ 33,772,000 14,134,000 4,574,000

Increase and decreases in adjusted 2008... 235,966 -249,605 -166,582

a/ The amounts are rescinded pursuant to Division A, Title VII, Section 752 of P.L. 110-161.



PROJECT STATEMENT

(On basis of appropriated loan levels, subsidy and administrative expenses)
(In thousands of dollars)

2007 Actual 2008 Estimated Increase or Decrease 2009 Estimated
Program Subsidy/ Program Subsidy/ Program Subsidy/ Program Subsidy/
Item of Change Level BA Level BA Level BA Level BA

Intermediary Relending Program

LOans.....coeuveuiniieiiiiiaiaiannnn.. $33,869 $14,926 $33,536 $14,384 $236 (1 -$250 (2 $33,772 $14,134
Total loans and subsidies.................. 33,869 14,926 33,536 14,384 236 -250 33,772 14,134
Total Administrative expenses a/........ 0 4,774 0 4,740 0 -166 (3 0 4,574
Total Available or Estimate.............. 33,869 19,701 33,536 19,124
Rescission b/ ¢/................c.o..... 0 0 236 135
Total Appropriation........................ 33,869 19,701 33,772 19,259

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

a/ InFY 2007, funding of $4,774,070 was appropriated and transferred to the Rural Development Salaries and Expenses account. In FY 2008, funding v

of $4,740,582 was appropriated and transferred to the Rural Development Salaries and Expenses account. In FY 2009, $4,574,000 is requested

and will be paid to the Rural Development Salaries and Expenses account.

b/ The FY 2008 amounts are rescinded pursuant to Division A, Title VII, Section 752 of P.L. 110-161.

91-9T
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JUSTIFICATION OF INCREASE AND DECREASES

An increase of $236,965 in the intermediary relending direct loan level ($33,536.034 available in
2008).

The President’s Budget requests a slight increase in program level funding for the intermediary
relending program (IRP). This increase is justified by the high level of job creation and retention
provided by each dollar spent. Funding expended in FY 2009 is expected to result in 25,836 jobs
being created or retained over the funding cycle. This program is also historically over-subscribed.
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 $249.605 in the intermediary relending direct loan subsidy ($14,383,605 available in

2008).

The requested subsidy supports the estimated loan obligations associated with the requested FY 2009
loan levels for direct intermediary relending program. The change is due to the change in the
estimated Treasury discount rate.

A decrease of $166,582 for administrative expenses ($4,740,582 available in 2008).

Justification for administrative expenses in the amount of $4,574,000 and the associated staff-years
are reflected in the Rural Development Salaries and Expenses Project Statement.
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Alabama
California
Colorado
Illinois

Iowa
Kentucky
Maine
Maryland
Massachusetts
Minnesota
Missouri
Montana
Nebraska

New Hampshire
New York
North Carolina
North Dakota
Ohio

Oregon
Pennsylvania
South Carolina
South Dakota
Vermont
Virginia
Washington
Wisconsin
Total Avail./Est.

2007
$500,000
1,000,000
1,250,000

600,000
1,377,939
2,948,209

750,000

250,000

750,000

500,000

500,000
2,750,000

500,000
1,250,000

750,000
2,900,000
1,800,000

500,000
1,750,000

750,000
2,250,000
4,650,000
1,645,518

448,209

750,000

750,000
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2007 Actual and Estimated 2008 and 2009

Intermediary Relending Program Loans

2008

$33,869,875

$33,536,034 1/

$33,772,000 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
2007 Actual and Estimated 2008 and 2009

FY 2007 FY 2008 FY 2009
Other Objects: :
25 Other purchases of goods and services
from government accounts............... $4,774,070 $4,740,582 $4,574,000

41 Grants, subsidies, and contributions.......... 14,926,454 14,383,605 14,134,000

Total direct obligations...........c.cceveeeevevevvevennennnn 19,700,524 19,124,187 18,708,000
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RURAL BUSINESS-COOPERATIVE SERVICE
The estimates include appropriation language for this item as follows (deleted matter enclosed in brackets):

Rural Economic Development Loans Program Account (including rescission of funds)

[For the principal amount of direct loans, as authorized under section 313 of the Rural Electrification
Act, for the purpose of promoting rural economic development and job creation projects,
$33,077,000].

[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 shall not be obligated and $34,000,000 are

rescinded.]

This change proposes to eliminate funding for the program and the rescission of funds derived from interest
on the cushion of credit payments. The rescission is proposed under the Rural Economic Development

Grants account.
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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

Appropriations Act, 2008.............ccuuueiiiiiiiieiiieeeiis T $33,077,000 $0
Budget Estimate, 2000.........c..ccovivieiniininieneerenesreneeeie e 0 0

Decrease in ApPropriation..........cccecevevercevevenineneenereneeneinaneseenenan.. 33,077,000 0




PROJECT STATEMENT

(On basis of supportable loan levels and appropriated subsidy)
(In thousands of dollars)

2007 Actual 2008 Estimated Increase or Decrease 2009 Estimated
Loan Subsidy/ Loan Subsidy/ Loan Subsidy/ Loan Subsidy/

Item of Change Level BA Level BA Level BA Level BA
Rural economic development direct loans........... $26,167 $5,715| $33,077 $0] -$33,077 (1 $0 $0 $0
Total Available or Estimate........................... 26,167 5,715 33,077 0] -33,077 0 0 0
Recovery of prior year obligations................... -997 -218
Unobligated balance available, start of year........ -463 -101
Unobligated balance available, end of year........ 45 10
Rescission a/...........coooiiiiiiiiiiiiiiiiaeiin. 0 0
Total Appropriation.................................... 24,752 5,406
Staff years are reflected in the Salaries and Expenses Project Statement.
a/ The FY 2008 amounts are rescinded pursuant to Division A, Title VII, Section 752 of P.L. 110-161.

PROJECT STATEMENT
(On basis of available loan levels and subsidy)
(In thousands of dollars)
2007 Actual 2008 Estimated Increase or Decrease 2009 Estimated
Loan Subsidy/ Loan Subsidy/ Loan Subsidy/ Loan Subsidy/

Item of Change Level BA Level BA Level BA Level BA
Rural economic development direct loans.......... $26,167 $5,715] $33,121 $0| -$33,121 $0 $0 $0
Total Available or Estimate........................... 26,167 5,715 33,121 0] -33,121 0 0 0
Recovery of prior year obligations..................] -997 -218 0 0 0 0 0 0
Unobligated balance available, start of year........ -463 -101 -44 -10 44 10 0 0
Unobligated balance available, end of year........] 45 10 0 0 0 0 0 0
Unobligated balance rescinded a/.................... 0 0 0 0 0 0 0 0
Total Appropriation..........c.oeevuvieueneneannnenn.s 24,752 5,406 33,077 -10]  -33,077 10 0 0]

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

a/ The FY 2008 amounts are rescinded pursuant to Division A, Title VII, Section 752 of P.L. 110-161.

9T
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JUSTIFICATION OF DECREASE

(1) A decrease of $33,077.000 in the rural economic development loan level ($33.077,000 available in
2008).

Rural economic development (RED) loans and grants are funded from a cushion of credit account.
This account is comprised of Rural Development telecommunications and electric program borrower
investments. The difference between a return of 5 percent to these borrowers on their investment and
what the government receives as a return on the investment of the funds is used to fund RED loans
and grants. The Budget proposes a rescission from the cushion of credit account in order to fund
higher priority programs.
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2007 Actual and Estimated 2008 and 2009

Rural Economic Development Loans

2007 2008 2009
Colorado $740,000 - -
Georgia 1,460,000 -- -
[llinois 740,000 - -
lowa 1,930,000 - --
Kansas 4,993,000 -- -
Kentucky 2,070,000 -- -
Michigan 388,000 - -
Minnesota 740,000 - -
Missouri 916,000 - -
Nebraska 740,000 - -
Oklahoma 400,000 - -
Pennsylvania 740,000 - -
South Carolina 5,040,000 -- -
South Dakota 1,040,000 -- --
Tennessee 3,370,000 - -
Virginia 600,000 - -
Wisconsin 260,000 - -
Total Avail./Est. $26,167,000 $33,120,657 1/ --

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
2007 Actual and Estimated 2008 and 2009

FY 2007 FY 2008 FY 2009
Other Objects:

41 Grants, subsidies, and contributions......... $5,714,873 $7,481,956

$0

Total direct obligations..........ccceveerevreverreeenverennens 5,714,873 7,481,956
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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, $39,000.000 is permanently cancelled.

This change is to offset the budget funding request.
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RURAL BUSINESS-COOPERATIVE SERVICE

Analysis of Change in Appropriation

RURAL ECONOMIC DEVELOPMENT GRANTS

Appropriations Act, 2008...........ccooiiiiiiiii $-34,000,000
Budget Estimate, 2009............cocooiiiiiiiiiii s -39,000,000

INCIease iN RESCISSION. ... oo ittt et et -5,000,000

Analysis of Change in Funding

RURAL ECONOMIC DEVELOPMENT GRANTS

EStmate, 2008.......cueuieiieeieieieiieie ettt e e $10,000,000
Budget Estimate, 2009.........c.ccocoiiiiiiiiiii s 0

Decrease in Program........ ... -10,000,000




26-28

PROJECT STATEMENT

(On basis of obligations under available funds)

2007 2008 Increase or 2009
Item of Change Actual Estimated Decrease Estimated

Rural economic development grant...| $9,963,333 $498,585] -$498,585 (1) $0
Total Available or Estimate............ 9,963,333 498,585 -498,585 0
Unobligated balance available,

start of year...........coveenininnnnns -7,150,222 -9,294,653] 9,294,653 0
Recovery of prior year obligations.... 0 0 0 0
Transfer from Rural Electrification

and Telecommunications

Liquidating Account, Cushion

of Credit 1/.ccvvvvvvvniiiiiniienennn, -81,162,285| -26,031,663| -5,968,337 -32,000,000
Transfer from Rural Electrification

and Telecommunications

electric underwriter loan fees....... -4,945,479 -6,644,363 -355,637 -7,000,000
Offsetting collections paid to

Rural Economic Development

Program Account..................... 0 7,472,094 -7,472,094 0
Unobligated balance available,

endofyear...........ccccuueuenn.... .. 9,294,653 0 0 0
Total Appropriation..................... -74,000,000f  -34,000,000] -5,000,000 (2)| -39,000,000

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 INCREASE AND DECREASE

(1) A decrease of $498.585 in the rural economic development grants ($498,585 available in 2008).

Rural economic development (RED) loans and grants are funded from a cushion of credit account.
This account is comprised of RUS borrower investments. The difference between a return of 5
percent to the RUS borrower on their investment and what the government receives as a return on the
investment of funds is used to fund RED loans and grants. The Budget proposes a rescission from the
cushion of credit account in order to fund higher priority programs.

(2) An increase of -$5,000,000 in the rural economic development grants (-$34,000,000 available in

2008).

This rescission represents the offset of the budget funding request of higher priority programs.
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RURAL BUSINESS-COOPERATIVE SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2007 Actual and Estimated 2008 and 2009

Rural Economic Development Grants

2007 2008 2009
Alabama $300,000 -- --
Colorado 300,000 - -
Hawaii 300,000 - . -
Iowa 3,625,000 -- --
Kansas 1,035,000 -- --
Kentucky 300,000 -- --
Minnesota 850,000 - --
Missouri 250,000 -- --
Montana 283,333 -- --
Nebraska 700,000 -- -
North Carolina 100,000 -- -
Oklahoma 300,000 - --
Oregon 300,000 - -
South Carolina 600,000 -- --
South Dakota 420,000 - --
Tennessee 300,000 -- --
Total Avail./Est. $9,963,333 $498,585 1/ --

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

RURAL ECONOMIC DEVELOPMENT GRANTS

Classification by Objects
2007 Actual and Estimated 2008 and 2009

FY 2007 FY 2008

Other Objects:

41 Grants, subsidies, and contributions......... $9,963,333 $498,585

FY 2009

$0

Total direct obligations...........cccoevvieiivvnrninrinnnn, 9,963,333 498,585




(On basis of appropriated/supportable loan level, subsidy, and administrative expenses)

RURAL BUSINESS-COOPERATIVE SERVICE

RURAL BUSINESS INVESTMENT LOANS PROGRAM ACCOUNT

PROJECT STATEMENT

(In thousands of dollars)

2007 Actual 2008 Estimated Increase or Decrease 2009 Estimated
Program Subsidy/ Program Subsidy/ Program Subsidy/ Program Subsidy/

Item of Change Level BA Level BA Level BA Level BA
Total Available, Mandatory a/......... $0 $0 $0 $0 $0 $0 $0 $0
Unobligated balance available,

start of year..............ceeeenenn.l 0 -94,496 0 0 0 0 0 0
Rescissionb/............................. 0 94,496 0 0 0 0
Total Appropriation..................... 0 0 0 0 0 0 0 0

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

a/ The Rural Business Investment Program was authorized and provided mandatory fu<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>