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RURAL UTILITIES SERVICE

Purpose Statement

Rural Utilities Service (RUS) programs enhance the quality of life and improve economic opportunity in
rural communities by providing financing for the basic infrastructure of modern life. Electricity and
telecommunications are essential services for mdividuals and busmesses alike. Adequate water and
wastewater treatment capacity are significant quality of life, environmental and economic development
1ssues, Tighter environmental standards and the importance of accommodating business growth m a
rapidly diversifying rural economy add significantly to program demand.

Authorization and Program Descriptions

The RUS delivers electric and telecommunications programs authotized by the Rural Elecirification Act of
1936, as amended, 7 U.S.C. 901 et seq., (RE Act).

Electric Programs

The Electric programs offers direct loans, guaranteed loans, and bond and note guarantees, The primary -
differences among the various electric loan programs are the statutory authority, qualifying criteria and the
interest rate, The program also administers the Higb Energy Cost Grant Program.

Direct Joans mclude hardship rate loans, Direct loans may be used to finance improvements to electric
distribution, transrussion, and generation systems, including demand side management, energy efficiency
and conservation programs, and renewable energy systems to serve rural areas. Eligibility requirements
under each type of direct loan vary. Program authorities under the RE Act were amended in the 2008 Farm
Bill and regulations implementing the various changes are i process.

Hardship rate direct loans are available to finance electric system improvements for qualified borrowers
that meet thresholds for retail rate disparity and for customer per capita and household mncomes, or that
have suffered a severe, unavoidable hardship, such as a natural disaster. Supplemental financing 1s not
required. Fixed rate 5 percent loans are available under 7 U.S.C. 935, Direct Hardship loans are authorized
by 2008 amendments to 7 U.S.C. 904, but have not yet been funded, Regulations are under development,

Guaranteed loans are provided under 7 U.S.C. 936 for financmg of electric distribution, transmission,
generation and headquarters facilities, The Treasury Department’s Federal Financing Bank (FFB) has been
the primary source of these loans. FFB loan guarantees remain available to all electric borrowers under
annual appropriations. FFB mterest rates are fixed to the prevailing cost of money to the Treasury, plus an
admnistrative fee of one-eighth of 1 percent. USDA guaranteed private loans issued through CFC, Co
Bank or other lenders carry an mterest rate negotiated between the lender and the borrower.

Bond and note gnarantees for cooperative lenders are authorized under section 313A of the RE Act.
USDA may guarantee payments on certain bonds or notes issued by qualified cooperative or other non-
profit lenders. The bond or note proceeds must be used for eligible rural electrification or telephone
purposes (excluding electric generation), and must be of investment grade. The mterest rate 1s equal to the
Treasury rate for notes of similar maturities plus an annual fee of 30 basis pomts on any unpaid principal
balance. Regulations mplementing 2008 amendments are under development,

High Energy Cost Grants under section 19 of the RE Act are available for energy generation,
transnussion, and distribution facilities, mcluding energy efficiency and conservation programs and
renewable energy systems that serve rural communities with extremely igh energy costs that exceed 275
percent of the national average. Grants are awarded directly from RUS, In addition, RUS may make
grants to the Denali Commussion to carry out eligible projects in small remote villages m Alaska,
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Telecommunications Program

Infrastructure loans are made to furnish and improve telecommunications services, including a wide atray
of telecommunication related services, in rural areas.

Hardship (direct loans) loans bear interest at a fixed rate of 5 percent per year. These loans are intended
only for borrowers with extremely high investment costs in terms of per subscriber service. These
borrowers also have a very low number of subscribers for each mile of telecommunications line

. constructed. This low subscriber “density” inherently increases the cost to serve the most sparsely
populated rural areas. Because of the high cost of the investment needed, these borrowers cannot typically
afford higher interest rate loans.

Direct loans (or Treasury rate loans) bear interest at the government’s cost of money (or the current
Treasury rate). Thus, the interest charged varies w1th the Treasury rate. As Treasury rates increase, so
does the cost to the borrower for these loans.

Guaranteed loans are provided to borrowers of a non-government lender or from the Federal Financing
Bank (FFB). The interest rate charged on FFB loans is the Treasury rate plus an administrative fee of one-
eighth of 1 percent. The terms of these loans may vary significantly and allow borrowers more flexibility
in meeting their financing needs.

In terms of risk, all loans are based on extensive feasibility studies that determine a borrower’s ability to
repay the loan and loans are monitored and secured through covenants in loan contracts and the borrower’s
mortgage with Rural Development, wh1ch gives the government a first lien on all of the assets of the
borrower.

Broadband loans were first authorized in the Farm Security and Rural Investment Act of 2002 (2002 Farm
Bill) which established a new lean and loan guarantee program “Access to Broadband Telecommunications
Services in Rural Areas.” This program is designed to provide funding for the cost of constructing,
improving, and acquiring facilities and equipment for broadband service in rural communities of 20,000
inhabitants or less. Direct loans are made at the cost of money fo the Treasury for the life of the facilities

" financed. Loans may be made at four percent to rural communities where broadband service does not
currently exist. Loan guarantees bear an interest rate set by the private lender consistent with the current
applicable market rate for a loan of comparable maturity and are gnaranteed for no more than 80 percent of
the principal amount.

American Recovery and Reinvestment Act of 2009 (ARRA) Broadband Initiatives Program provides $2.5
billion in budget authority for loan, grant and loan/grant combinations financing of broadband
infrastructure in rural communities. This program was announced in a Notice of Funds Availability
published on July 9, 2009,

Distance learning and telemedicine (DL T) loans and grants are authorized by 7 U.S.C. 950aaa.

This program assists rural schools and learning centers gain access to improved educational resources, and
assists rural hospitals and health care centers gain access to improved medical resources. Building on
advanced telecommunications infrastructure, telemedicine projects are providing new and improved health
care services and benefits to rural residents, many in medically underserved areas, by linking to nrban
medical centers for clinical interactive video consultation, distance training of rural health care providers,

. and access to medical expertise and library resources. Distance learning projects provide funding for
Internet-based educational services in schools and libraries and promote confidence in, and understanding
of, the world-wide-web and its benefits to students and young entrepreneurs. Loans, made at the Treasury
rate of interest, and grants will encourage, improve, and make affordable the use of advanced
telecommunications. This increased use will provide educational and health care benefits to people living
in rural areas. Program results have demonstrated the dramatic benefits that can be achieved by
investments made in educational interactive video, Internet, and other information networks.
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investments made i educational mteractive video, Internet, and other information networks.

Water and Waste Disposal Loans and Granis

Direct Water and Waste Disposal Loans - Section 306 CONACT & 7 U.S.C. 1926. Direct loans may be
made to develop water and wastewater systems, including solid waste disposal and storm drainage, 1n rural
areas and 1n cities and towns with a population of 10,000 or less,

Guaranteed Water and Waste Disposal Loans - Section 306 CONACT & 7 U.S.C. 1926, Guaranteed loans
may be made for the same purpose as direct loans, They are made and serviced by private lenders such as
banks and savings and loan associations, The guarantee 15 90 percent of the eligible loss ncurred by the
lender.

Water and Waste Disposal Grants - Section 306 CONACT & 7 U.S.C. 1926, Grants are available to reduce
water and waste disposal costs to a reasonable level for users of the system. Grants may be made, m some
mstances, up to 75 percent of eligible project costs.

Water and Waste Facility Loans and Grants to alleviate healtli risks - Section 306(c) CONACT & 7 U.S.C.
1926. Section 306C loans and grants are available to low-income rural communities whose residents face
significant health risks because they do not have access to water supply systems or waste disposal facilities,
The grants are available to provide water or waste services to designated colonias 1 Arizona, California,
New Mexico, and Texas, Grants may be made 1n conjunction with loans and up to 100 percent of the
eligible project cost,

Solid Waste Management Grants - Section 310 (b) CONACT & 7 U.S.C. 1932, Grants are made available
to eligible organizations to address solid waste management issues and threats to water resources from solid
waste mrural communities, Assistance may be provided to enhance operator skills 1n operations and
maintenance, 1dentify threats to water resources, reduce or eliminate pollution of water resources, improve
planning and management of solid waste disposal facilitics in rural areas, and reduce the solid waste
stream,

Geographic dispersion of offices and employees

Rural Development programs are admumstered by the three programs within Rural Development: Housmg
and Community Facilities, Business and Cooperative Development and Utilities Service.  Rural
Development headquarters 1s located m Washington, D.C. As of September 30, 2009, there were 5,873
total permanent full-time employees including 1,653 in the headquarters office and 4,220 1n field offices.

OIG Reports

09601-004-TE FINAL — Broadband Loan and Grant Programs, In an effort to address criticisms and
challenges encountered (from industry, Congress, the IG, as well as desired internal changes), Rural
Development 1ssued a Proposed Rule, published n May 2007 seeking comments from mterested parties,
that:

(1) clearly defined served, underserved, and un-served markets based on service availability and the

number of existing competitors and target un-served an underserved areas;

(2) provided applicants with a clear definition of which communities are eligible for funding;

(3) established equity requitements that provide incentives for serving the un-served;

(4) reduced market survey requirements;

(5) 1ncreased application transpatency through web-based information dissemination; and

(6) 1mposed new time limits for timely deployment of services to rural customers.
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New Regulation Implementing 2008 Farm Bill:
New regulations have been drafted; proceeding with publishing this regulation will address many of
the open concerns reported in the last (and upcoming) OIG Audit. The new rules will:

e Implement a new definition of “rural” — eliminating financing in the “urbanized areas”
Limit funding where there are already three or more service providers
Place an emphasis on serving the un-served and under-served
Streamline application procedures and increase the transparency of the application process

Current Status:

All the agency’s resources have been dedicated to the full 1mplementat10n of fundmg provided in the
Recovery Act. The agency continues to develop an interim-final rule to improve the ongoing
broadband program.

Current OIG Audit:

Discussion draft issued January 6, 2009; exit conference was January 29, 2009.

The audit was still critical of the program, noting that since the original audit, many recommendations
had not been adopted; specifically, issues concerning the definition of rural, funding in competitive
areas, fundirig in “suburban” areas. Despite publishing a proposed rule that addressed these concerns
(in May 2007), the audit made no reference to that action. The proposed rule:

¢ clearly defined served, underserved, and un-served markets based on service availability and the
number of existing competitors and target un-served an underserved areas;

provided applicants with a clear definition of which communities are eligible for funding;
established minimum transmission rates that must be delivered to the consumer;

established equity requirements that provide incentives for serving the un-served;

increased application transparency through web-based information dissemination; and

imposed new time limits for timely deployment of services to rural customers.

OIG revised the draft audit and provide some credit for issuing the preposed rule.
Current Status:

Official draft audit was issued 2/23/09.

Rural Development has responded with comments on 3/25/09, noting discrepancies and inaccuracies.
The final audit was dated 3/31/09.

GAO Reports

320368 — Reviewing the Use and Effectiveness of U.S. Financial, Program, and Technical Assistance
Under the Amended Compact of Free Association (P,L. 108-188) and Related Agreements.

360666 — Entrance: Impact of Coastal Barrier Resources Act (Departmental Audit — Rural Development
has the lead).

360754 — Entrance: Freshwater Programs (Departmental Audit — Utilities Programs has the lead).

543159 —Exit: Funding of Public Broadcasting, Program staff had no issnes with the comments in the
report.
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RURAL UTILITIES SERVICE

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

Rural Water and Waste Disposal Program Account (including transfer of balances)

2,3

For the cost of direct loans, loan guarantees, and grants for the rural water, waste water, waste
disposal, and solid waste management programs authorized by sections 306, 306A, 306C, 306D,
306E, and 310B and described in sections 306C(a)(2), 306D, 306E, and 381E(d)(2) of the '
Consolidated Farm and Rural Development Act, [$568,730,000]1$534.,414,000, to remain available
until expended, of which not to exceed $497,000 shall be available for the rural utilities program
described in section 306(a)(2)(B) of such Act, and of which not to exceed $993,000 shall be

' available for the rural utilities program described in section 306E of such Act: Provided, That

[$70,000,000]$65,000,000 of the amount appropriated under this heading shall be for loans and
grants including water and waste disposal systems grants authorized by 306C(a)(2)(B) and 306D of
the Consolidated Farm and Rural Development Act, Federally-recognized Native American Tribes
authorized by 306C(a)(1), and the Department of Hawaiian Home Lands (of the State of Hawaii):
[Provided furtber, That not less than $65,000,000 of the unobligated balances available for grants
authorized by 306D of the Consolidated Farm and Rural Development Act shall be obligated
within 90 days of the enactment of this Act: ]Provided further, That not to exceed
[$19,500,000]$19.000,000 of the amount appropriated under this heading shall be for technical
assistance grants for rural water and waste systems pursuant to section 306(a)(14) of such Act,
unless the Secretary makes a determination of extreme need, of which $6,000,000 shall be made
available for a grant to a qualified non-profit multi-state regional technical assistance organization,
with experience in working with small communities on water and waste water problems, the
principal purpose of such grant shall be to assist rural communities with populations of 3,300 or
less, in improving the planning, financing, development, operation, and management of water and
waste water systems, and of which not less than $800,000 shall be for a qualified national Native
American organization to provide technical assistance for rural water systems for tribal
communities: Provided further, That not to exceed [$15,000,000]$14,000.000 of the amount
appropriated under this heading shall be for contracting with qualified national organizations for a
circuit rider program to provide technical assistance for rural water systems: Provided further, That
of the amount appropriated under this heading, the amount equal to the amount of Rural Water and
Waste Disposal Program Account funds allocated by the Secretary for Rural Economic Area
Partnership Zones for the fiscal year [2009]2010, shall be available through June 30, [2010]2011,
for communities designated by the Secretary of Agriculture as Rural Economic Area Partnership
Zones for the rural utilities programs described in section 381E(d)(2) of such Act: [Provided
further, That $17,500,000 of the amount appropriated under this heading shall be transferred to,
and merged with, the Rural Utilities Service, High Energy Cost Grants Account to provide grants
_authorized under section 19 of the Rural Electrification Act of 1936 (7 U.S.C. 918a): Provided-
further, That any prior year balances for high cost energy grants authorized by section 19 of the
Rural Electrification Act of 1936 (7 U.S.C. 918a) shall be transferred to and merged with the Rural
Utilities Setvice, High Energy Costs Grants Account: ]Provided further, That section 381E-H and
381N of the Consolidated Farm and Rural Development Act are not applicable to the funds made
available under this heading: Provided further, That any prior balances in the Rural Development,
Rural Community Advancement Program account programs authorized by sections 306, 306A,
306C, 306D, 306E, and 310B and described in sections 306C(a)(2), 306D, 306E, and 381E(d)(2) 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 removes the language requiring an obligation of unobligated balances within a specific
timeframe,
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The second change reflects the change of the fiscal year the designation of set-aside for Rural Economic
Area Partnership Zones funds is formulated by.

The third change modifies the expiration date of set—a31de funds for rural economic area partnership zones
from June 30, 2010, to June 30, 2011.

The fourth change eliminates the High Energy Cost grants since the program has been funded in previous
years and unobligated funds are available for this purpose.
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RURAL UTILITIES SERVICE

Analysis of Change in Appropriation

RURAL WATER AND WASTE DISPOSAL PROGRAM ACCOUNT
(On basis of loan level, subsidy, and grants)

A Loan Level Subsidy Grants
Appropriations Act, 2010..........oviiiiininnn $1,097,161,804 $77,071,000 $474,159,000
Budget Estimate, 2011........c.ccoooviiiininnn, 1,111,293,707 88,914,000 445,500,000

Increase or decrease in Appropriations............ 14,131,903 11,843,000 -28,659,000




"PROJECT STATEMENT

(On basis of supportable loan levels and appropraited subsidies and grants)

(In thousands of dollars)
2009 Actual 2010 Estimated Increase or Decrease 2011 Estimated
Item of Change Program Level|Subsidy/BA _|Program Leve|Subsidy/BA | Program Level Subsidy/BA  |Program Level |Subsidy/BA
. Rural Water and Waste Disposal Programs: »

Direct loans $554,095 $81,009| $1,022,162 $77,071 $14,132 (1) $11,843 (2))  $1,036,294| ~ $88,914
Direct loans - ARRA g /. 991,645 144,978 0 0 0 0 0 0
Direct loans 2008 disasters em supp. £/.......... 17,726 2,592 0 0 0 0 0 0
Guaranteed loans a / 1,996 0 75,000 0 0 0 75,000 0
Grants. 237,782 237,782 351,728 351,728 -9,218 -9,218 (3) 342,510 342,510
Grants - ARRA g/ 585,603 585,603 0 0 0 0 0 0
Grants - May 6, 2007 disasters em. supp. /... 0 0 0 0 0 0 0 0
Grants ~ 2008 disasters em. supp. £/...cccccccuuu] 11,147 11,147 0 0 0 0 0 0
Technical assistance grants for .

rural Waste SYStemS. .. eeereerenreneencenenennees 19,532 19,532 19,500 19,500 -500 -500 (3) 19,000 19,000
Technical assistance grants for

rural waste systems - ARRA g /............... 0 0 0 0 0 0 0 0
Circuit rider - technical assistance

grants for rural water systems.......cc..c..c... 13,592 13,592 15,000 15,000 -1,000 -1,000 (3) 14,000 14,000
Circuit rider ~ technical assistance

grants for rural water systems - ARRA g /... 4,100 4,100 0 0 0 0 0 0
WWD grants, Alaskan villages......c..cc..c.... 10,289 10,289 24,500 24,500 -5,000 -5,000 (3) 19,500 19,500
WWD grants, native American tribes........... 15,549 15,549 16,000 16,000 0 0 16,000 16,000
Water and waste disposal grants, colonias..... 24,545 24,545 24,500 24,500 0 0 24,500 24,500
WWD grants, Hawaiian homelands............. 0 0 5,000 5,000 0 0 5,000 5,000
Grants - 2003/2004 hurricane em. supp. b/.... 0 0 0 0 0 0 0 0
Grants - 2005 hurricane em. Supp. € /....c...... 5,330 5,330 0 0 0 0 0 0
Water well system grants 993 993 993 993 0 0 993 " 993
Water and wastewater revolving funds......... 496 496 497 497 0 0 497 497
Solid waste management grants.......e.eeveeeeecsd 3,465 3,465 3,441 3,441 59 59 (4) 3,500 3,500
Emergency and imminent community '

water assistance grants. 4,540 4,540 13,000 13,000 -13,000 -13,000 (5) 0 0
Emergency community water assistance
grants - emergency supplemental..................] 0 0 0 0 0 0 -0 0
Emergency community water assistance i

grants - 2005 hurricanes em. Supp. ¢ /........] 0 0 0 0 0 0 0 0
High energy costs grants d /.................. S 0 0 0 0 0 0 0 0
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PROJECT STATEMENT
(On basis of supportable loan levels and appropraited subsidies and grants) -

(In thousands of dollars)
2009 Actual 2010 Estimated Increase or Decrease 2011 Estimated
Item of Change Program Level| Subsidy/BA. _|Program Leve|Subsidy/BA | Program Level Subsidy/BA  |Program Level |Subsidy/BA

Total Available or Estimate 2,502,424 1,165,541 1,571,321 551,230 -14,527 -16,816 1,556,794 534,414
Total administrative expenses - ARRA g /......... 0 41,400 0 0 0 0 0 0
Total administrative expenses - 2008 4

QISASEETS £/ veereerenernrnnrrnereaseieaanananns 0 0 0 0 0 0 0 0
Transfer to high energy cost grants d/ 17,500 17,500 17,500 17,500 -17,500 -17,500 0 0
Transfer of unobligated balances.........cecevvueueenne -67,590 -26,000 0 0 0 0 0 0
Recovery of prior year obligations................... -31,961 -47,556 0 0 0 0 0 0
Unobligated balance available, start of year......... -140,913 -109,231 0 0 0 0 0 0
Unobligated balance expiring........ccceceeeninnen. 73,004 0 0 0 0 0 0 0
Unobligated balance available, end of year... 2,743,386 894,614 0 0 0 0 0 0
ARRA Appropriation g/.......eveeeurrenniveennnnnns -3,672,476]  -1,380,000 0 0 0 0 0 0
Total Appropriation 1,423,375 556,268 1,588,821 568,730 -32,027 -34,316 1,556,794 534,414

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

(On basis of obligations under available funds)

(In thousands of dollars)
2009 Actual 2010 Estimated Increase or Decrease 2011 Estimated
Item of Change Program Level |Subsidy/BA _|Program Level |Subsidy/BA | Program Level| Subsidy/BA |Program Level Subsidy/BA
Rural Water and Waste Disposal Programs:

Direct loans $554,095 $81,009 $1,781,492 $134,324 -$745,198 -$45,410 $1,036,294 $88,914
Direct loans - ARRA g/ 991,645 144,978 1,167,103 88,000 -1,167,103 -88,000 0 4]
Direct loans 2008 disasters em supp. £/.......... 17,726 2,592 61,783 4,658 -61,783 -4,658 0 0
Guaranteed loans a /. 1,996 0 75,000 0 0 0 75,000 0
Grants 237,782 237,782 478,722 478,722 -136,212 -136,212 342,510 342,510
Grants - ARRA g/ 585,603 585,603 500,539 500,539 -500,539 -500,539 0 0
Grants - May 6, 2007 disasters em. supp. €/... 0 0 1,000 1,000 -1,000 -1,000 0 0
Grants - 2008 disasters em. supp. £/ 11,147 11,147 5,853 5,853 -5,853 -5,853 0 0
Technical assistance grants for .

Tural Waste SYSteIIS. .. cuurrrrearenraeennranene 19,532 19,532 19,999 19,999 -999 -999 19,000 19,000
Technical assistance grants for :

rural waste systems - ARRA g /................ 0 0 5,000 5,000 -5,000 -5,000 0 0
Circuit rider - technical assistance

grants for rural water SyStems. ...c.cceevureenen 13,592 13,592 15,408 15,408 -1,408 -1,408 14,000 14,000
Circuit rider - technical assistance

grants for rural water systems - ARRA g/... 4,100 4,100 10,180 10,180 -10,180 -10,180 0 0
WWD grants, Alaskan villages..........c..c.... 10,289 10,289 98,857 98,857 -79,357 -79,357 19,500 19,500
WWD grants, native American tribes.........., 15,549 15,549 16,509 16,509 -509 -509 16,000 16,000
Water and waste disposal grants, colonias..... 24,545 24,545 27,600 27,600 -3,100 -3,100 24,500 24,500
WWD grants, Hawaiian homelands............. 0 0 5,000 5,000 0 0 5,000 5,000
Grants ~ 2003/2004 hurricane em. supp. b /....] 0 . 0 3,093 3,093 -3,093 -3,093 0 0
Grants - 2005 hurricane em. Supp. € /....c.eeen.s 5,330 5,330 6,607 6,607 . =6,607 -6,607 0 0
Water well system grants 993 993 993 993 0 0 993 993
Water and wastewater revolving funds......... 496 496 498 498 -1 -1 497 497
Solid waste management grants............co........ 3,465 3,465 3,750 3,750 250 -250 3,500 3,500
Emergency and imminent community : ‘ :

water assistance grants 4,540 4,540 13,360 13,360 -13,360 -13,360 0 0
Emergency community water assistance
grants - emergency supplemental..................J 0 0 190 190 -190 -190 0 0
Emergency community water assistance ' )

grants - 2005 hurricanes em. Supp. ¢ /........] 0 0 4,953 4,953 -4,953 -4,953 0 0
High energy costs grants d /... ] 0 0 0 0 0 0 0 0
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PROJECT STATEMENT

(On basis of obligations under available funds)

(In thousands of dollars)
2009 Actual 2010 Estimated Increase or Decrease 2011 Estimated
Item of Change Program Level |Subsidy/BA |Program Level |Subsidy/BA | Program Level| Subsidy/BA |Program Level |Subsidy/BA

Total Available or Estimate . 2,502,424] 1,165,541 4,303,490 1,445,094 -2,746,696 -910,680 1,556,794 534,414
Total administrative expenses - ARRA g /......... : 0 41,400 0 0 0 0 0 0
Total administrative expenses - 2008

disasters £/...ceeuerreereaiiaiaeiaaiaseaaannnnns "0 0 0 750 0 -750 0 0
Transfer to high energy cost grants d /................. ] 17,500 17,500 17,500 17,500 -17,500 -17,500 0 0
Transfer of unobligated balances........c.ccc.coee..... -67,590 -26,000 0 0 0 0 0 0
Recovery of prior year obligations -31,961 -47,556 -2,746,822 -894.614 2,746,822 894,614 0 0
Unobligated balance available, start of year......... -140,913 -109,231 0 0 0 0 0 0
Unobligated balance expiring........cccceevvennnnnn. 73,004 0 0 0 0 0 0 0
Unobligated balance available, end of year... 2,743,386 894,614 0 0 0 0 0 0
ARRA Appropriation g/....ccevevieniiiiirnnnnnnnnns -3,672,476] -1,380,000 0 0 0 0 - 0 0
Total Appropriation 1,423,375 556,268 1,574,168 568,730 -17,374 -34,316 1,556,794 534,414

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

e

%

Negative subsidy rate of 0.82 percent was calculated for FY 2009, FY 2010 aﬁd a negative
subsidy rate of 0.85 percent was calculated for FY 2011. Therefore, corresponding budget
authority is not required to support the loan levels.

Provided by the Emergency Supplemental Appropriations for Hurricanes Disasters Assistance
Act of 2005, P.L. 108-324, signed October 13, 2004, for the purpose of serving communities
affected by hurricanes and tropical storms in calendar year 2003 or 2004.

Provided by the Department of Defense, Emergency Supplemental Appropriations to Address
Hurricanes in the Gulf of Mexico, and the Pandemic Influenza Act, 2006, P.L. 109-148, signed
December 30, 2005, for the purpose of serving communities affected by hurricanes that occurred
during the 2005 calendar year.

This program was transferred to the Rural Utilities Service, High Energy Cost Grant Account in
accordance with the Omnibus Appropriations Act, 2009 and the Agriculture, Rural
Development, Food and Drug Administration, and Related Agencies Appropriations Act, 2010,

Transfer of unobligated balances in the amount of $1 million from the funds 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, to water and waste disposal grants.

Transfers from the Rural Deveiopment Disaster Assistance Fund provided by the Consolidated
Security, Disaster Assistance, and Continuing Appropriations Act, 2009, P.L. 110-329 in the
amount of $25 million.

Provided by the American Recovery and Reinvestment Act (ARRA) 0£2009 , P.L. 111-5, signed
February 17, 2009, for the purpose of making supplemental appropriations for job preservation
and creation, infrastructure investment, energy efficiency and science, assistance to the
unemployed, and State and local fiscal stabilization. The funds are available through the fiscal
year ending September 30, 2010.
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JUSTIFICATION OF INCREASES AND DECREASES

An increase of $14 ]3] ,903 in direct water and waste disposal loans ($1, 022 161,804 available in
2010).

These loans are targeted to communities with the most urgent needs for basic water improvements and
wastewater infrastructure, Because of the relatively low interest rates on loans, mote projects are
feasible with less grant finds required and the overall program should be able to operate at a higher
loan to grant ratio, In addition, the program is contributing to the new Regional Innovation Initiative
which focuses planning and coordination of USDA and other sources of assistance for rural
communities, allowing for communities with the same region working together instead of
independently produce more prospetity for all communities involved. - .

An increase of $11,843.000 in the loan subsidy for the direct water and waste disposal loans
($77.071,000 available in 2010).

The requested subsidy amount is necessary to support the estimated loan obligations associated with

- the requested FY 2011 loan levels for the direct water and waste disposal loan program. The change is

due to the subsidy rate increases from 7.54 per cent to 8.58 percent due to the pro_lected interest rates
for the FY 2011 President’s Budget economic assumptions.

A decrease of $15.718.000 in rural water and waste disposal grants (. &410.728.00_0 available in 2010),

Because of the relatively low interest rates on loans, more projects are feasible with less grant funds
required and the overall program should be able to operate at a higher loan to grant ratio. State
directors have the flexibility to better utilize limited funding by transferring up to 25 percent between
loan and grant funds, This flexibility allows finds to be directed to meet State and local priorities. In
addition, the funding for FY 2011 will be sufficient to meet Technical Assistance, Circuit Rider, and
the Federally recognized Tribes, Alaskan Villages and Hawaiian Homeland needs. The decrease in
these set-asides puts fands back in the general program.

An increase of $59.000 in solid waste management grants ($3.441,000 available in 2010).
The request continues support for the program which normally receives high levels of demand.

A decrease of $13,000,000 in emergency and imminent community water assistance grants
($13,000,000 available in 2010),

For the emergency and imminent community water assistance grants, the budget maintains flexibility
to transfer funding among programs, in the Watet and Waste Disposal Program Account. This
flexibility allows funds to be directed to meet local prioritics.



Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii

Idaho

1ltinois
Indiana

Towa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
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New York
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North Dakota
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Wyoming
Puerto Rico
Virgin Islands
W, Pacific Areas
Undistributed
Total Avail./Est.
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RURAL UTILITIES SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011

Rural Water and Waste Disposal Loan Program - Direct

2009 2010 2011
$16,927,100 $29,729,000 $20,360,000
- 8,298,000 6,956,000

- 17,569,000 11,591,000
16,341,000 21,271,000 13,442,000
16,764,000 31,555,000 18,584,000
- 14,380,000 9,997,000
3,836,000 9,193,000 7,403,000
9,216,065 7,108,000 6,361,000
8,684,000 30,777,000 18,195,000
- 38,419,000 22,014,000
4,047,000 7,467,000 6,540,000
7,680,000 11,007,000 3,310,000
17,197,400 25,614,000 15,614,000
5,748,000 26,215,000 15,944,000
6,156,000 17,632,000 11,623,000
15,491,000 13,351,000 9,482,000
22,945,000 30,644,000 18,129,000
13,953,000 20,551,000 13,082,000
9,244,000 13,872,000 9,743,000
4,135,600 11,995,000 3,404,000
7,731,000 3,983,000 3,998,000
31,843,000 37,584,000 21,598,000
20,183,000 22,273,000 13,943,000
15,668,150 27,223,000 16,418,000
18,243,255 26,634,000 16,124,000
8,658,000 10,749,000 8,181,000
9,190,000 10,914,000 8,264,000
754,000 9,800,000 7,707,000
1,025,000 10,042,000 7,828,000
6,758,000 8,922,000 7,268,000
5,517,541 11,311,000 8,462,000
11,353,000 29,795,000 17,704,000
28,471,000 42,025,000 23,818,000
6,558,350 7,941,000 6,777,000
9,195,000 36,872,000 21,243,000
4,999,800 19,521,000 12,567,000
2,726,900 15,360,000 10,487,000
20,522,100 34,814,000 20,213,000
- 5,624,000 5,620,000
16,182,900 27,485,000 16,549,000
1,912,500 9,327,000 7,470,000
22,195,000 33,638,000 19,626,000
26,476,700 42,029,000 23,820,000
5,336,000 8,734,000 7,174,000
3,159,000 9,532,000 7,573,000
22,161,200 - 26,450,000 16,032,000
37,620,600 17,949,000 11,782,000
17,763,500 15,578,000 10,596,000
1,985,000 23,967,000 14,790,000
- 7,148,000 6,381,000
11,540,000 10,570,000 3,092,000
- 830,000 3,222,000

- 830,000 3,222,000

- 784,331,000 394,971,000
$554,094,661 $1,781,492,000 $1,036,294,000
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RURAL UTILITIES SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011

Rural Water and Waste Disposal Loan Program - Recovery Act

2009 2010 2011
Alabama $12,991,000 - -
Alaska -- - -
Arizona 2,767,000 - -
Arkansas 2,143,000 - -
California 10,632,400 - -
Colorado -~ - -
Connecticut 21,351,000 - -
Delaware 2,090,000 - -
Florida 13,335,200 -~ -
Georgia 20,518,300 - -
Hawaii 1,012,000 - -
[daho 6,940,000 - -
llinois 7,286,000 - -
Indiana 55,902,200 - - ‘ |
lowa 2,016,000 - - 1
Kansas 16,947,000 - -
Kentucky 28,827,100 - - |
Louisiana ~ 12,693,000 : - - |
Maine 10,558,000 - -
Maryland 13,137,000 . - -
Massachusetts 814,000 - -
Michigan 99,714,000 . .- -
Minnesota 26,275,000 - -
Mississippi 15,487,375 - -
Missouri ) 33,883,000 - -
Montana 6,229,000 - -
Nabraska 870,000 ' - R
Nevada 175,906 - -
New Hampshire 14,866,000 - ) -~
New Jersey 13,129,000 - -
New Mexico 17,277,000 - -
New York 46,367,000 - ol
North Carolina 3,160,000 - -
North Dakota 14,425,800 - -
Ohio 22,281,000 - -
Oklahoma 18,641,440 - -
Oregon 26,940,000 - -
Pennsylvania 36,240,150 - -
Rhode [sland 386,000 - . -
South Carolina 38,973,300 7 - -
South Dakota : 29,377,000 ‘ - -
Tennessee 13,071,000 s -
Texas 20,176,330 - -
Utah 5,569,000 - -
Vermont 12,571,200 - -
Virginia 30,078,000 - -
Washington 36,849,000 - -
West Virginia 52,772,000 - -
Wisconsin 11,830,000 - .-
Wyoming -- -~ -
Puerto Rico 13,534,000 - -
Virgin Islands - - -
W. Pacific Arcas 88,536,000 ! - -
Undistributed - -~ -
Total Avail /Est. $99 1,644,701 $1,167,102,715 1/ -

1/ Cannot be distributed by geographic area in advance,
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RURAL UTILITIES SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011

Rural Water and Waste Disposal Loans

2008 Disasters

2009 2010 2011
Arkansas $413,000 - -
Illinois 845,000 - -
lowa 1,541,000 - -
Maine 253,000 - -
Mississippi 411,000 - -
Missouri 4,199,000 -- -
Nebraska 146,000 -- -
Ohio 503,000 - -
Texas 9,415,000 - -
Total Avail./Est. $17,726,000 $61,783,273 1/ --

1/ .Cannot be distributed by geographic area in advance,
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Alaska
Arizona
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Colorado
Connecticut
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Georgia
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Michigan
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New York
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Virgin Istand
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RURAL UTILITIES SERVICE

GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011

Rural Water and Waste Disposal Loan Program - Guaranteed

2009 2010 2011
- $1,532,000 $1,532,000
- 924,000 924,000
- 1,187,000 1,187,000
- 1,292,000 1,292,000

$346,100 1,583,000 1,583,000
- 1,096,000 1,096,000
- 949,000 949,000
- 890,000 890,000
- 1,561,000 1,561,000
- 1,778,000 1,778,000
- 900,000 900,000
- 1,000,000 1,000,000
- 1,415,000 1,415,000
- 1,434,000 1,434,000
- 1,188,000 1,188,000
- 1,067,000 1,067,000
- 1,558,000 1,558,000
- 1,271,000 1,271,000
- 1,082,000 1,082,000
- 1,028,000 1,028,000
- 943,000 943,000
- 1,755,000 1,755,000
- 1,320,000 1,320,000
- 1,461,000 1,461,000
- 1,444,000 1,444,000
- 993,000 993,000
- 998,000 998,000
- 966,000 966,000
- 973,000 973,000
- 941,000 941,000
- 1,009,000 1,009,000
- 1,534,000 1,534,000
- 1,881,000 1,381,000

1,250,000 913,000 913,000
- 1,734,000 1,734,000
- 1,242,000 1,242,000
- 1,124,000 1,124,000
- 1,676,000 1,676,000
- 848,000 848,000
- 1,468,000 1,468,000
. 953,000 953,000
. 1,643,000 1,643,000
- 1,878,000 1,878,000
- 936,000 936,000
- 959,000 959,000
. 1,439,000 1,439,000

400,000 1,197,000 1,197,000

- 1,130,000 1,130,000

- 1,368,000 1,368,000

- 891,000 891,000

- 988,000 988,000

- 830,000 830,000

- 830,000 830,000

- 10,000,000 10,000,000
$1,996,100 $75,000,000 $75,000,000




Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georﬁia
Hawaii -
1daho
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Indiana
Towa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
"Missourd
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
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North Dakota
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Oklahoma
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South Dakota
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Vennont
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Wisconsin
Wyoming
Puerto Rico
Virgin 1slands
W, Pacific Areas
Undistributed
Total Avail./Est.
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. RURAL UTILITIES SERVICE

GEOGRAPHIC BREAKDOWN OF OBLIGATIONS

2009 Actual and Estimated 2010 and 2011

Rural Water and Waste Disposal Grants

2009 2010 2011
$1,894,575 $10,005,000 5,047,000
11,635,927 2,820,000 1,410,000

4,153,465 5,967,000 2,984,000
-5,972,000 7,223,000 3,612,000
9,958,200 10,714,000 5,357,000
24,300 4,884,000 2,442,000
1,548,000 3,123,000 1,562,000
3,121,272 2,416,000 1,208,000
5,015280 10,450,000 5,225,000
- 13,044,000 6,522,000
1,773,005 2,538,000 1,269,000
3,505,000 3,739,000 1,870,000
7,590,715 8,698,000 4,349,000
1,130,250 8,922,000 4,461,000
4,116,500 5,988,000 29,994,000
7,022,700 4,535,000 2,267,000
8,758,127 10,405,000 5,202,000
8,473,249 6,979,000 3,490,000
9,275,000 4,712,000 2,356,000
10,357,257 4,075,000 2,038,000
1,849,975 3,052,000 1,526,000
14,423,000 12,761,000 6,381,000
6,891,500 7,563,000 3,782,000
9,997,950 9,244,000 4,622,000
8,242,300 9,044,000 4,522,000
4,919,380 3,651,000 1,826,000
5,421,000 3,708,000 1,854,000
1,104,674 3,329,000 1,665,000
2,975,000 3,411,000 1,706,000
3219,000 3,031,000 1,516,000
12,859,637 3,842,000 1,921,000
10,189,224 10,117,000 5,059,000
10,005,300 14,268,000 7,134,000
3,075,000 2,698,000 1,349,000
6,715,000 12,519,000 6,259,000
25,727,815 6,629,000. 3,315,000
2,191,626 5,217,000 2,609,000
13,258,610 11,821,000 5,911,000
509,700 1,912,000 956,000
7,942,400 9,333,000 4,667,000
1,714,000 3,169,000 1,585,000
8,663,400 11,421,000 5,711,000
19,236,296 14,269,000 7,135,000
1,028,250 2,968,000 1,484,000
2,500,000 3,238,000 1,619,000
10,945,800 8,981,000 4,491,000
4,210,000 6,096,000 3,048,000
8,924,828 ’5291,000 2,646,000
2,465,630 8,138,000 4,069,000
813,000 2,429,000 1,215,000
3,888,000 3,591,000 1,796,000
- 830,000 415000

- 830,000 415,000

- 317,366,498 238,636,000
$321,232,117 $657,094,498 $435,510,000
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RURAL UTILITIES SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011
Rural Water and Waste Disposal Grants - Recovery Act

2009 201 2011

Alahama $5,122,000 - .-

Alaska 3,273,500 - -

Arizona © 16,841,448 - -

Arkansas 6,711,000 - —

California 6,346,850 -- --

Colorado - - --

Connecticut 15,349,490 - -

Delaware 2,136,000 - ‘ --

Florida . 7,065,700 - -

Georgia 3,663,000 - .-

Hawaii 716,800 - -

1daho 2,615,000 - -

Hkinois 3,149,000 ’ - -

Indiana 31,596,200 - . -

Towa 3,948,000 - - . - ‘
Kansas 18,574,500 - - ]
Kentucky 6,640,700 - -

Lonisiana 3,652,220 - --

Maine 18,444,000 - -

Maryland 11,829,697 - -

Massachusetts 666,000 - -

Michigan 59,357,000 - -

Minnesota 20,202,000 ) - -

Mississippi 7,932,756 - -

Missouri 27,778,034 - -

Montana 4,598,600 - -

Nebraska 495,000 - -

Nevada - - -

New Hampshire 16,143,000 - -

New Jersey 6,993,000 - .

New Mexico 11,252,280 - .-

New York 40,974,830 - - 3
North Carolina 2,600,000 - - |
North Dakota 7,792,760 - -

Ohio 22,420,000 .- -

Oklahoma 24,087,850 - -

Oregon 20,220,300 : - -

Pennsylvania 2,988,960 - .

Rhode Island 295,000 - -
South Carolina _ 118,938,200 - -

South Dakota 12,455,000 - - |
Tennessee 4,373,300 - - |
Texas | 6,856,630 - - ‘
Utah 3,603,000 - - |
Vermont 18,385,100 - -- |
Virginia 15,277,600 - -

Washington 8,478,000 - --

West Virginia . 22,358,800 - . |
Wisconsin 8,360,900 - -

Wyoming . - -

Puerto Rico 7,224,642 - -

Virgin Islands - - -

W. Pacific Areas " 15,019,300 - -

Undistributed . - -
Total Avail./Est, $585,802,947 $500,539,053 1/ -
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RURAL UTILITIES SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011

Rural Water and Waste Disposal Grants

Technical Assistance Grants for Rural Waste Systems - Recovery Act

2009 2010 011

Total Avail./Est. - $5,000,000 1/

Circuit Rider Technical Assistance Grants for Rural Water Systems - Recovery Act

2009 2010 011
Oklahoma $4,100,333 C am —
Total Avail./Est. $4,100,333 $10,179,666 1/ -

Cannot be distributed by geographic area in advance.
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RURAL UTILITIES SERVICE

GEOGRAPHIC BREAKDOWN OF OBLIGATIONS

Total Avail./Est.

Total Avail./Est,

Louisiana
Texas

Total Avail./Est.

Total Avail /Est.

Arkansas
California
1llinois
lowa
Lonisiana
‘Maine
Mississippi
Missouri.
Nebraska
Ohio
Texas

2009 Actnal and Estimated 2010 and 2011

Rural Water and Waste Disposal Grants

for Natural Disaster
2009 2010 2011
- $40,556 1/ -
Rural Water and Waste Disposal Grants - Stimulus
2003/2004 for Hurricanes Disasters
2009 2010 2011
-~ $3,052,784 1/ -
Rural Water and Waste Disposal Grants
2005 for Hurricanes for Natural Disaster
2009 2010 2011
$463,230 . -- ae
4,867,000 -- -
$5,330,230 $6,607,357 1/ --
Rural Water and Waste Disposal Grants
2007 Tomados Disasters
009 2010 2011
-~ $1,000,000 1/ --
~ Rural Water and Waste Disposal Grants - 2008 Disasters
2009 ‘ 010 2011
8188000 -
722,500 - -
271,000 ) - -
1,618,300 - -
218,000 - -
747,000 ' - -
1,211,000 - -
395,000 -- --
746,800 -- -
410,000 -- -
4,619,000 -- -
$11,146,600 $4,658,459 1/ --

Total Avail./Est.

1/ Cannot be distributed by geographic area in advance.
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RURAL UTILITIES SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011

Rural Water and Waste Individually-Owned Water Well System Grants

2009 2010 2011
California $100,000 \ - -
Georgia 100,000 - .
Minnesota 144,000 - -
Ohio 149,000 - -
Tennessee 100,000 - -
Virginia 300,000 - .
Wisconsin 100,000 - -
Total Avail./Est. $993,000 $993,000 1/ $993,000 1/

Rural Water and Wastewater Revolving Fund Grants

2009 2010 ' 011
Arkansas $496,000 - -
Total Avail./Est. "~ $496,000 $498,000 1/ $497,000 1/

Cannot be distributed by geographic area in advance.
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RURAL UTILITIES SERVICE ~
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011

Solid Waste Management Grants

2009 2010 2011
Alaska $698,000 - -
Arizona 210,000 -- -
California . 246,000 - -
Colorado 100,000 -- -
Florida 98,000 - -
Towa 98,000 - -~
Louisiana 95,000 - -~
Maine 184,000 - --
Massachusetts 90,000 - -
Michigan 100,000 - -~
Minnesota 100,000 - -=
Missouri 50,000 - -
Nevada 198,000 - -~
New Mexico 40,000 - -
New York 5 8,000 - -
North Carolina 110,000 -~ ' ==
Ohio 99,000 - -
Oklahoma 78,000 - -=
Pennsylvania 235,000 - -
Texas 130,000 - -=
Vermont 200,000 - -
Washington 68,000 -- -
West Virginia 180,000 - -
. Total Avail/Est. $3,465,000 $3,749,939 1/ $3,500,000 1/

1/ Cannot be distributed by geographic area in advance.
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RURAL UTILITIES SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011

Emergency and Imminent Community Water Assistance Grants

2009 2010 2011
Alabama $54,600 -- -
Idaho 15,000 - -=
Missouri 574,000 - -
Nebraska 1,177,000 - -=
Nevada 500,000 -- --
Oklahoma 500,000 -= -
Oregon 126,000 -- -
Tennessee 925,000 - -
Texas 85,000 - -
Washington 583,000 -= -
Total Avail./Est. $4,539,600 $13,360,399 1/ -~

Emergency and Imminent Community Water Assistance Grants
for Natural Disaster

2009 2010 2011

Total Avail./Est. - $189,987 1/ --
Emergency and Imminent Community Water Assistance Grants
2005 Hurricanes for Natural Disaster

2009 2010 2011

Total Avail./Est, -- $4,953,300 1/ -

1/ Cannot be distributed by geographic area in advance.
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RURAL UTILITIES SERVICE
GEOGRAPHIC BREAKDOWN OF OBLIGATIONS
2009 Actual and Estimated 2010 and 2011

Rural Water and Waste Disposal Program
Hawaiian Homelands

, 009 2010 - 2011
Hawaii - $5,000,000 $5,000,000
Total Avail /Est. - $5,000,000 $5,000,000
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RURAL UTILITIES SERVICE
RURAL WATER AND WASTE DISPOSAL PROGRAM ACCOUNT

Classification by Objects
2009 Actual and Estimated 2010 and 2011

FY 2009 FY 2010 FY 2011
Other Objects:
25 Other purchases of goods and services ‘
from government accounts....