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HEARING TO REVIEW RURAL WATER
INFRASTRUCTURE

TUESDAY, MARCH 23, 2010

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

The Subcommittee met, pursuant to call, at 10:11 a.m., in Room
1300 of the Longworth House Office Building, Hon. Mike McIntyre
[Chairman of the Subcommittee] presiding.

Members present: Representatives Mclntyre, Bright, Minnick,
Conaway, Thompson, Cassidy, and Herseth Sandlin.

Staff present: Claiborn Crain, Tyler Jameson, Scott Kuschmider,
Clark Ogilvie, James Ryder, April Slayton, Patricia Barr, Mike
Dunlap, Jamie Mitchell, and Sangina Wright.

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

The CHAIRMAN. Good morning. Welcome to today’s hearing to re-
view the state of water and wastewater disposal infrastructure in
rural communities and the needs and challenges that these com-
munities face. I am Mike McIntyre from the State of North Caro-
lina. Thank you for your indulgence this morning. We usually are
very prompt on starting, and I apologize for the unusual delays I
had today. But I want to thank you for your patience and will
make up for the time. I will shorten my opening statement so we
caél get right back to where we would have been in terms of time
today.

I do want to welcome back to this Subcommittee Mr. Jonathan
Adelstein of the Rural Utilities Service. RUS is one of the several
Federal agencies that administers water and wastewater programs,
and they are the only one whose funding is directed entirely to
rural communities. I also want to extend a special welcome to Ms.
Rhonda Locklear, who will be testifying on our second panel today.
Ms. Locklear is the Water and Wastewater Director of the Town of
Pembroke, North Carolina, in my home county of Robeson County.
So, Rhonda, we especially welcome you to come up here and join
us today here in Washington.

We are here today to examine the infrastructure needs and in-
vestment in rural areas and the long-term health of our water sys-
tems, which are so important. With that, I will cut short the other
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4 to 5 minutes of remarks to keep us on time, and I will call on
the Ranking Member, Mr. Conaway.
[The prepared statement of Mr. McIntyre follows:]

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

Good morning, and welcome to today’s hearing to review the state of water and
waste disposal infrastructure in rural communities and the needs and challenges
these communities must meet. As Chairman of the Subcommittee, I want to thank
all of you for being here, and I want to especially thank our witnesses who will be
testifying before us today.

I want to welcome back to this Subcommittee Mr. Jonathan Adelstein of the Rural
Utilities Service. RUS is one of several Federal agencies that administers water and
wastewater programs, but they are the only one whose funding is directed entirely
to rural communities. I also want to welcome Ms. Ronda Locklear, who will be testi-
fying on our second panel today. Ms. Locklear is the Water and Wastewater Director
of the Town of Pembroke, North Carolina, which is in my Congressional district.

We are here today to examine the water infrastructure needs and investment in
rural areas. The long-term health of water systems is important to those of us who
represent rural constituencies since the overwhelming majority of community water
systems in America serve populations of fewer than 10,000 people according to EPA
statistics.

Rural communities that fit in this category have the same responsibility to pro-
vide safe, sustainable and affordable public drinking water and wastewater services
to their citizens as urban and suburban cities do. Yet many of these communities
are challenged by a small tax base and limited or no ability to issue bonds to finance
such services or make timely system improvements when they are needed. And
some of these smaller systems serve areas of extreme poverty whose citizens are at
great risk from not having access to safe and sanitary water, particularly in commu-
nities along the southern border.

At the same time, they must meet the same regulatory requirements for safe and
sanitary drinking water and wastewater treatment as larger, well-capitalized sys-
tems.

There are a number of programs across several Federal agencies that are in place
to help bridge this gap and allow small communities to benefit from new or refur-
bished water systems. USDA’s Rural Utilities Service provides loans, grants, and
loan guarantees to build and maintain systems, and provide technical assistance to
meet water quality standards. Like many programs in Rural Development, RUS
water and waste disposal funds fill the void that is not provided through private
financing.

RUS programs have been rated among the best in the Federal Government with
regard to its low delinquency rate and overall effectiveness in serving its mission.
RUS systems have been in existence for many years, with personnel in place both
nationally and in the states to help provide effective oversight.

The need for assistance in rural America is so great that they have dealt with
a significant application backlog for many years. I am pleased that the Recovery Act
provided $1.38 billion in grants and loans to reduce the backlog, and I look forward
to hearing Administrator Adelstein’s assessment of his agency’s oversight of obli-
gating Recovery Act funds alongside FY10 program dollars.

Whether a rural community utilizes RUS to meet their water infrastructure needs
or uses another tool in its financing toolbox, all of them know what having reliable
water and waste systems mean to their standard of living. The availability of safe,
clean water is the most basic of human needs, regardless of where you live. But in
addition to that, I hope our second panel today can stress to this Committee the
importance of these systems to the growth of their communities. The things many
of us in Congress have prioritized when it comes to rural development: new housing,
health and education facilities, the creation and growth of small businesses—none
of that takes place without strong water infrastructure.

I believe that all of us here want make sure the investments made in rural Amer-
ica return the highest value for every taxpayer dollar spent. Today’s hearing is one
more examination of the rural development funding that is our responsibility. I look
forward to hearing from today’s witnesses and get their perspective on how we can
make sure that every dollar that is spent in rural America is one that improves the
quality of life for rural citizens.
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OPENING STATEMENT OF HON. K. MICHAEL CONAWAY, A
REPRESENTATIVE IN CONGRESS FROM TEXAS

Mr. CoNAWAY. Thank you, Mr. Chairman. I too want to thank
our witnesses today, and thank you for holding this hearing. There
are 16 Federal agencies involved in administering more than 88
programs that target rural development. It is most important that
we maintain a close watch on how the Administration implements
these programs and safeguards taxpayer dollars. In particular, we
want to know that the funds are helping rural localities comply
with Federal mandates during one of the most significant economic
downturns we have had. Almost 1 year ago, this Subcommittee re-
ceived testimony addressing innovative approaches to rural devel-
opment. Since that time, USDA has continued to implement the
2008 Farm Bill, as well as had the opportunity to begin disbursing
the funds and implementing the new programs provided for in the
stimulus bill.

I was interested to hear Secretary Vilsack continue to talk about
a Regional Innovation Initiative in Rural Development during his
testimony before the Appropriations Committee last month. I hope
that Mr. Adelstein will be able to provide additional details on this
particular initiative. Specifically, the Committee would be inter-
ested to know who will lead the regional coordination efforts and
how the USDA has embarked on a concerted effort to leverage re-
sources from the many other agencies involved in rural develop-
ment.

Ensuring the coordination of the many agencies involved in rural
development activities is important. It is the duty of our Committee
to ensure that the Administration’s efforts are additive and not du-
plicative. This morning we will be focusing on the acute infrastruc-
ture needs throughout small towns in the United States. As envi-
ronmental regulations become more stringent and the cost of con-
structing facilities rise, small communities are finding it increas-
ingly difficult to finance new systems. The enormous capital out-
lays needed to finance even modest water infrastructure projects
are beyond the reaches of most rural communities. It is important
to remember above all that these programs are not social programs
or welfare programs but a tool to enable small communities to com-
ply with costly Federal mandates.

While the stimulus bill provided an additional $1.3 billion for
water and wastewater projects, that funding came with strings at-
tached. In response to questions from this Subcommittee last year,
USDA confirmed that the Davis-Bacon provisions and the Buy
American provisions mandated in the stimulus bill would add sig-
nificant cost to any project funded with stimulus dollars. In fact,
the USDA estimated that the stimulus projects would cost 10-20
percent more under the Davis-Bacon and Buy American programs
than if we had not had those artificial restrictions in place.

We are concerned that this will significantly slow USDA’s
progress in addressing the backlog in water and wastewater appli-
cations. Even though USDA has been obligating available funds ac-
cording to the deadlines laid out in the stimulus bill, less than %2
of 1 percent of the stimulus funds have actually gone out the door
for water and wastewater projects. This includes both direct loans
and grants listed in the latest activities report. I hope the testi-
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mony this morning will help the Subcommittee better understand
how USDA'’s initiatives are prioritizing applications, when projects
will be actually completed, and how much the backlog has been ad-
dressed. Again, I would like to thank our witnesses for taking the
time to be with us today and giving us this update on how they
are assisting rural communities in the ever-expanding list of man-
dates and requirements passed down from the ivory towers of
Washington. Thank you, Mr. Chairman.
[The prepared statement of Mr. Conaway follows:]

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

I thank the Chairman for holding this hearing today.

With 16 Federal agencies involved in administering more than 88 programs that
target rural development, it is important to maintain a close watch on how the Ad-
ministration implements these programs and safeguards taxpayer dollars. In par-
ticular, we want to know that the funds are helping rural localities comply with
Federal mandates during one of the most significant economic downturns we have
had.

Almost one year ago, this Subcommittee received testimony addressing innovative
approaches to rural development. Since that time, USDA has continued to imple-
ment the 2008 Farm Bill, as well as had an opportunity to begin disbursing the
funds and implementing the new programs provided for in the stimulus bill. I was
interested to hear Secretary Vilsack continue to talk about a regional innovation ini-
tiative in rural development during his testimony before the Appropriations Com-
mittee last month. I hope that Mr. Adelstein will be able to provide additional de-
tails on this initiative.

Specifically, the Committee would be interested to know who will lead the re-
gional coordination efforts and how USDA has embarked on a concerted effort to
leverage resources from the many other agencies involved in rural development. En-
suring the coordination of the many agencies involved in rural development activi-
ties is important. It is the duty of this Committee to ensure that the Administra-
tion’s efforts are additive and not duplicative.

This morning we will be focusing on the acute infrastructure needs throughout
small towns in the United States. As environmental regulations become more strin-
gent and the costs of constructing facilities rise, small communities are finding it
increasingly difficult to finance new systems. The enormous capital outlays needed
to finance even modest water infrastructure projects are beyond the reaches of most
rural communities. It is important we remember above all, that these programs are
not social programs or welfare programs, but a tool to enable small communities to
comply with costly Federal mandates.

While the stimulus bill provided an additional $1.3 billion for water and waste-
water projects, that funding came with strings attached. In response to questions
from this Subcommittee last year, USDA confirmed that the Davis-Bacon and Buy
American provisions mandated in the stimulus would add significant costs to any
project funded with stimulus dollars. In fact, the USDA estimated that stimulus
projects would cost 10-20% more with Davis-Bacon and Buy American than with-
out. We are concerned that this will significantly slow USDA’s progress in address-
ing the backlog in water and wastewater applications.

Even though USDA has begun obligating available funds according to the dead-
lines laid out in the stimulus bill, less than %2 of one percent of the stimulus funds
have actually gone out the door for water and wastewater projects. This includes
both direct loans and grants listed in the latest activity report available. I hope that
testimony this morning will help this Subcommittee better understand how USDA’s
initiatives are prioritizing applications, when projects will actually be completed,
and how much of the backlog has been addressed.

I would like to thank the witnesses for taking time to be with us today and give
us an update on their work to assist rural communities in meeting the ever-expand-
ing list of mandates and requirements passed down from Washington.

Thank you Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Conaway. Indeed, the avail-
ability of safe clean water is the most basic of human needs, and
so we do take this very seriously. We appreciate your work. It is
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easy to get caught up in the bureaucracy and the paperwork and
the applications, but in the end we can’t have good health clinics,
schools, attract businesses, have a good economic development at-
mosphere or a good quality of life for families if we don’t get in the
clean water and get rid of the dirty water. It is that simple and
basic and that much of a necessity in the daily routine of life. So
thank you for coming to share how you are improving the quality
of life today and, indeed, how what you do will make a difference
in the quality of lives throughout this country.

I would encourage witnesses to use the 5 minutes provided for
their statement to highlight the most important parts of your state-
ment, and if you need additional time to summarize, then please
go ahead and prepare to do that at this moment. Your full written
statement will be submitted in its entirety to the Committee
record. Also, with regard to other statements that other members
of the panel would like to give in terms of an opening, those can
be submitted for the record and will be made part of the record.
The chair would expect that any other Members that may come in
may zﬁso be allowed to put forth their statements into the record
as well.

[The prepared statements of Mr. Peterson and Mr. Walz follow:]

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

Thank you, Chairman MclIntyre, for holding this hearing today to focus on efforts
to ensure that rural communities can meet the water and waste disposal infrastruc-
ture needs for their citizens.

Depending on where you live in the United States, the challenges facing water
infrastructure systems vary greatly. While my colleagues from California are deal-
ing with the impact of severe drought on their water systems, in my part of the
world, the Red River often brings so much water that it threatens to inundate many
of the communities along its banks. The river crested over the weekend, and it looks
like it won’t be as bad as it has been in past years, but the impact of the floods
on our rural water systems can be overwhelming.

USDA’s Rural Utility Service provides a tremendous service, identifying and re-
sponding to the unique water needs of rural communities. Because many rural
towns have low tax bases and limited resources to maintain and upgrade water sys-
tems, RUS is often the only option out there to help them get safe drinking water
into their homes.

These programs are some of the best in Rural Development, not only because safe
and sanitary water is a basic need, but because these programs are generally man-
aged well, with historically low default rates. As a result, RUS receives a large num-
ber of applications every year.

The Recovery Act included significant funds to address the backlog of applications
for RUS water and wastewater grants and loans. I hope that today, we will hear
about the progress being made to address the backlog with that additional funding.

Again, thank you Chairman MecIntyre for holding this hearing today. I want to
thank all of the witnesses for joining us, and I look forward to their testimony.

PREPARED STATEMENT OF HON. TIMOTHY J. WALZ, A REPRESENTATIVE IN CONGRESS
FROM MINNESOTA

Chairman McIntyre and Ranking Member Conaway:

I understand that Mr. Troy Larson, Executive Director of the Lewis & Clark Re-
gional Water System, will be testifying before you today. I would like to express my
strong support for the Lewis & Clark Regional Water Project and my great appre-
ciation for the work that Troy, Chairman Red Arndt and the many others involved
with Lewis & Clark do.

A region cannot grow without reliable access to safe and clean water. When com-
pleted, the Lewis & Clark Regional Water System will provide protected and reli-
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able drinking water to over 300,000 people in Minnesota, South Dakota, and Iowa
This vital pipeline will distribute safe water to members in a 5,000 square mile
area; roughly the size of the State of Connecticut. The project will improve the qual-
ity of life of area residents by addressing water quality, supply and infrastructure
problems.

The system will also serve as a catalyst for regional economic growth in both the
short and long terms. The economic impact to the region from construction of the
project will be significant and will include the creation of 3,730 construction related
jobs. The direct, indirect and induced impact of the operation and maintenance of
the facilities after construction is estimated to be over $7 million annually for the
region, creating 74 permanent positions.

States and members of the project annually allocate 20% of the funding needed
for completion of the project With the U.S. Government responsible for 80% of the
project, Lewis & Clark is dependent upon Federal funding for the amount of con-
struction it is able to complete each year. Currently the project is scheduled for com-
pletion in 2019, but the project received $27 million in FY 2009 only to have its ap-
propriations cut to $10 million in FY 2010 At this level, cities in Minnesota will not
be connected to the pipeline until 2030. The residents of our state should not have
to wait this long for safe water and economic progress.

In order to properly plan and achieve its objectives, for a project of this scale, the
system needs a stable funding source which is allocated annually and according to
its capability. I strongly support the important work that Lewis & Clark is doing
to better the lives of those in rural communities.

The CHAIRMAN. We would like to welcome now the witness on
our first panel to the table, Mr. Jonathan Adelstein, Administrator,
Rural Utilities Service, U.S. Department of Agriculture. Thank you
for your service, and please begin.

STATEMENT OF HON. JONATHAN ADELSTEIN,
ADMINISTRATOR, RURAL UTILITIES SERVICE, U.S.
DEPARTMENT OF AGRICULTURE, WASHINGTON, D.C.

Mr. ADELSTEIN. Thank you, Mr. Chairman, for holding this crit-
ical hearing. Ranking Member Conaway and Members of the Sub-
committee, thank you for the opportunity to testify. It is good to
see my own Congresswoman is here, Congresswoman Stephanie
Herseth Sandlin. Thank you for coming. We have, since 1940 under
the water program, worked steadily to help communities improve
their environment and the quality of life for rural residents, as you
said, Mr. Chairman. Our job is never done though. We thank you
on the Subcommittee for your ongoing support of our water pro-
grams. This hearing really draws a critical highlight to such great
work that we look forward to continuing to do together with this
Subcommittee.

For most of us, clean drinking water is available at the turn of
the faucet, but for too many rural residents unsanitary drinking
water, aging infrastructure, and daily trips to community wells are
too often a grim reality. President Obama, Secretary Vilsack, our
Under Secretary Dallas Tonsager, and I are committed to address-
ing this in every way we can. USDA is working to build a stronger,
more sustainable rural America that is repopulating and thriving
economically. Ensuring that rural communities are equipped with
modern water and wastewater infrastructure is a fundamental ne-
cessity to making that possible.

RUS is proud to be the vehicle through which rural communities
can access affordable water services. In the past 8 years, RUS has
provided over $13 billion to rural communities for rural water and
waste infrastructure. In Fiscal Year 2009 additional funding
through the Recovery Act helped us to reach a new milestone, in-
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vesting a total of $2.5 billion in new and improved rural water sys-
tems. In Fiscal Year 2010 we continued to fund projects with the
remaining Recovery Act funds, as well as the $1.3 billion provided
through the Fiscal Year 2010 appropriations. We do anticipate that
we will be able to commit all those funds by the end of the fiscal
year.

Through ARRA our water program received $1.38 billion in budg-
et authority, which we expect will translate into $3.3 billion in in-
vestments in rural water projects. To date, we have announced
over 642 ARRA projects across the country totaling more than $2.3
billion. Nearly 5 of that has gone to communities with over ten
percent unemployment, and over $230 million has gone to areas of
persistent poverty.

We are well on our way to obligating all ARRA funds by Sep-
tember 30, and there are three factors that have contributed to our
success so far. First, our interest rates are at their lowest in pro-
gram history. We offer three rate tiers: market, intermediate, and
poverty rate. The farm bill assured that those rates fluctuated with
the market rate.

This change was especially beneficial to low-income communities
that are facing very tight credit markets. Lower interest rates en-
able us to offer lower-cost loans to more communities and target
our grant funding to communities that need it most. Second, we are
partnering with other agencies to share in the funding of these
projects. The $2.3 billion approved has been combined with $558
million contributed by other government agencies and by the appli-
cants themselves. Third, we have leveraged the local relationships
of our technical assistance providers, some of whom are rep-
resented here today. Through ARRA, RUS provided $14.2 million
to supplement the existing RD Circuit Rider contract. This allowed
the National Rural Water Association to increase its staff through
2010 to help communities identify their needs and to help them
apply for ARRA funding.

Further, we awarded a $5 million Technical Assistance and
Training Grant to the Rural Community Assistance Partnership.
Their field teams help us identify communities with needs, particu-
larly those in persistent poverty areas. Recipients such as the
Yuma County Improvement District have benefited from these kind
of efforts. Through ARRA, the district received $18.2 million in
funding to bring affordable sewer service to over 1,000 residences
in their Colonias community, and leveraging funds from other
agencies made this $23 million project a reality. The ARRA projects
have funded to date a diverse array of projects; as diverse as rural
America itself.

For many communities the funding has provided an opportunity
to replace aging infrastructure. In Union Springs, Alabama, for ex-
ample, the local water authority couldn’t afford the cost of repair-
ing leaking, aging water lines. Thanks to a $1.7 million loan from
RUS, upgrades to their water lines would mean increased water
pressure and that will provide sufficient fire protection for the com-
munity. In other cases, funding allows the extension of service to
previously unserved areas. In Wythe County, Virginia, RUS fund-
ing will extend public water service to 178 homes. Residents there
are currently served by wells, many of which have tested positive
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for coliform, so the $5.3 million in funding means safe, clean water
for county residents.

ARRA funds are also cultivating regional initiatives all over the
country. Consistent with the goals of the Recovery Act, these
projects are currently creating urgently-needed jobs. Just as impor-
tantly they are providing the foundation for economic development
and more jobs for years to come in rural communities. As we ap-
proach the 40th anniversary of Earth Day on April 22, our program
stands out as an investment in a cleaner environment and needed
infrastructure. Our ability to offer these critical programs is a re-
sult of your work, so it is an honor to work with you on behalf of
the 50 million Americans in our rural communities. I certainly ap-
preciate your continued oversight. I thank you for holding this
hearing and look forward to your questions.

[The prepared statement of Mr. Adelstein follows:]

PREPARED STATEMENT OF HON. JONATHAN ADELSTEIN, ADMINISTRATOR, RURAL
UTILITIES SERVICE, U.S. DEPARTMENT OF AGRICULTURE, WASHINGTON, D.C.

Chairman McIntyre, Ranking Member Conaway and distinguished Members of
the Subcommittee, thank you for this opportunity to update you on the Water and
Wastewater Disposal Loan and Grant Program of the Rural Utilities Service, part
of the United States Department of Agriculture’s (USDA) Rural Development Mis-
sion Area (RD).

Many of us take for granted the ease with which we can turn on our faucets and
access clean drinking water. But for many rural residents, unsanitary drinking
water, aging or nonexistent infrastructure, and daily trips to a community well
present a grim reality. President Obama, Secretary Vilsack, and Rural Development
Under Secretary Dallas Tonsager are committed to building a stronger and more
sustainable rural America that is repopulating and thriving economically. Ensuring
that rural communities are equipped with modern, reliable water and wastewater
infrastructure is a fundamental starting point.

The challenge remains the same, providing service in rural areas that are rel-
atively expensive to serve due to low population density or difficult terrain. Poverty
rates in rural America remain much higher than national averages. While the re-
cent economic downturn has dramatically impacted all segments of our population,
much of rural America has been dealing with increasing unemployment and de-
creasing population for many years. In the current economy, these challenges have
grown even more acute. Our rural residents are aging, and young people, who see
no job opportunities for themselves in their rural hometowns, move to the nearest
urban centers to seek employment. If we are going to give our young people who
want to stay where they grew up that choice, basic water infrastructure is a pre-
requisite.

Rural Development’s RUS is proud to be the vehicle through which rural commu-
nities can provide improved access to affordable water and wastewater services to
their residents. In just the last 8 years alone, more than $13 billion in loans and
grants has been provided through RUS for rural water and waste infrastructure. In
Fiscal Year (FY) 2009, thanks to additional funding made available through the
American Recovery and Reinvestment Act (ARRA or Recovery Act), the Water and
Waste Disposal Loan and Grant program reached a new milestone, investing a total
of $2.5 billion in new and improved rural water and waste systems, higher than any
other year in program history. More than Y2 of that funding was made possible by
the Recovery Act. In FY 2010, we continue our efforts to fund needed projects with
the remaining ARRA funds, as well as the $1.6 billion provided to the Program
through FY 2010 appropriations.

More than 70 years ago, Congress saw a need for improved access to quality water
in rural areas and created our program to address that need. Congress understood
then, as we do now, that affordable and reliable water and wastewater infrastruc-
ture are the building blocks for a healthy and safe community.

Water’s impact stretches well beyond basic public health. Modern, reliable water
and waste infrastructure also provides the foundation for economic growth for dec-
ades to come. Food producers, grocery stores, restaurants, manufacturing plants and
even utilities providers rely on water and waste services to support their daily busi-
ness operations. A rural community with these services can attract new businesses,
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creating jobs and opportunities for its rural residents, while a town or rural area
lacking these essential services is clearly handicapped, both in its immediate quality
of life and in its ability to build for the future.

As we approach the 40th Anniversary of Earth Day on April 22nd, our Water Pro-
gram funding stands out as an investment in a cleaner, more sustainable environ-
ment, as well as an important investment in basic rural infrastructure. Since 1940,
USDA programs have been working steadily and quietly to transform communities
and enhance the quality of life for rural residents. Still, our job is never done, and
we look forward to continuing our work with this Subcommittee to advance our on-
going efforts. Your support has made a key difference in countless lives, and we at
RD Rural Utilities Service (RUS) thank you for making it possible for us to estab-
lish basic infrastructure in so many parts of Rural America.

Recovery Act Update

Through the ARRA, RD’s Water and Environmental Program received $1.38 bil-
lion in budget authority, which we anticipate will translate to a total $3.3 billion !
investment in rural water infrastructure. The ARRA funds are being implemented
through our existing Water and Waste Disposal program in the form of loans and
grants to provide access to clean drinking water and sanitary sewer, solid waste and
storm drainage facilities in communities of 10,000 or less. I am pleased to report
that the program, to date, has announced over 642 ARRA projects in 49 states and
Guam, totaling more than $2.3 billion. With numerous project announcements lining
up for our Earth Day events around the country, we are on track to fully obligate
all ARRA funds by September 30th, 2010, as the statute requires.

Our RD offices in the states are working hard to ensure that this critical ARRA
funding is reaching the communities that need it most. We are doing so at a pace
that enables us to maintain the quality of underwriting that is the cornerstone of
our program. Nearly V53 of ARRA funding provided to date has gone to communities
with unemployment above ten percent. Also, more than $230 million in ARRA funds
has been provided for projects serving areas of persistent poverty. In addition to the
dedicated efforts of RD staff in Washington, D.C., and across the country, three fac-
tors have contributed to our success to date.

First, our interest rates are currently at their lowest in program history. Depend-
ing on a household’s income and health risk, our program offers three tiers of inter-
est rates: market, intermediate and poverty rate. The 2008 Farm Bill amended the
interest rate structure to ensure that the poverty and intermediate rates fluctuate
with the market rate by setting the poverty rate at 60 percent of the market rate
and the intermediate rate at 80 percent of the market rate. The market interest
rate is based on the 11 Bond Index, published by Bond Buyer for general obligation
bonds. Currently, the market rate is four percent, intermediate is 3.25 percent and
the poverty rate is 2.375 percent.

The 2008 Farm Bill change in interest rate structure has been positively received
by communities across rural America. It is particularly beneficial to communities
working to recover from economic challenges and limited credit markets. As these
communities seek to provide safe, affordable water and wastewater services to their
residents, access to reasonable financing is critical. The lower interest rates allow
us to offer lower cost loans to more communities and use grant funding only when
necessary. In addition, it has allowed us to target our grant funding to the projects
in economically challenged areas that need more grant funding than would be avail-
able in a typical funding year. The result is that we have been able to provide
grants where needed and maintain a loan to grant ratio of 60 to 40 percent in our
ARRA implementation and 70 to 30 percent in our regular program.

Second, we have continued our tradition of partnering with other agencies and or-
ganizations to share in the funding of these critical projects. The $2.3 billion ap-
proved has been combined with $558 million contributed by other Federal and state
agencies and by the applicants themselves.

Third, we have leveraged the strong community relationships of our technical as-
sistance providers to implement the Recovery Act. In July 2009, USDA announced
$14.2 million to supplement the existing RD Circuit Rider Program contract in Fis-
cal Years 2009 and 2010. With this additional funding, the National Rural Water
Association increased its capacity to help rural communities identify their water and
waste infrastructure needs and prepare the documentation necessary to apply for
RD ARRA funding. This much needed assistance is provided at no cost to small
rural communities that may not have the resources or expertise to prepare a project
proposal.

1A final figure will be determined by the final aggregate loan/grant split, on a project-by-
project basis.
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On top of this, in early March 2010, we awarded a $5 million Technical Assistance
and Training Grant, made possible by ARRA, to the Rural Community Assistance
Partnership (RCAP). The RCAP’s field teams will continue our efforts to identify
communities with water and waste infrastructure needs, particular those in areas
of persistent poverty. The technical assistance providers have been a tremendous re-
source for recipients of RUS funding for rural water and waste infrastructure. Al-
though the funds are being processed through existing programs, the ARRA in-
cluded reporting and other requirements new to our customers. With the help of cir-
cuit riders and other technical assistance providers, communities receiving funding
are also offered a helping hand with these reporting requirements. As a result, pro-
gram recipients have a very high reporting compliance rate.

Recipients, such as the Yuma County Improvement District, have benefited from
these factors. Through ARRA funding, the District was awarded a loan of $2 million
and a grant of $16.2 million to bring public sewer service to more than 1,000 resi-
dences in Yuma, Arizona, a Colonia? first established in 1900. We worked to bring
together various funding partnerships that made this $23 million wastewater
project a reality for the community. Partners included the Arizona Department of
Environmental Quality, the Water Infrastructure Finance Authority of Arizona, the
Border Environmental Cooperation Commission, the U.S. Environmental Protection
Agency , and the North American Development Bank.

Community Impact

The ARRA projects funded, to date, are as diverse as rural America itself. For
many communities, the funding provided an opportunity to replace aging infrastruc-
ture and invest in a better future for their residents. For example, The Town of
Rose Hill, North Carolina will use a $1.58 million loan and a $1.7 million grant to
construct a new supply well to replace their current well, originally constructed in
1939. In addition, the town will no longer need to rely on their 60 year-old water
tank to serve their 670 residents. Instead, the community will use ARRA funds to
construct a new 300,000 gallon elevated storage tank and install new water lines
and automated meter readers throughout the system.

The Town of St. Johnsbury, Vermont received $15 million in funding to separate
and upgrade its 75 year old water and sewer lines. The town is under a state order
to separate the storm water from the sewer lines as raw sewage overflows into three
rivers during rain events. Due to the age of the system, the town loses 759,000 gal-
lons per day of water, more than it provides to customers. The modernization of the
system will provide clean and safe water and sewer services and protect the envi-
ronment.

In Union Springs, Alabama, a new tank and upgrades to older, leaking water
lines will mean increased water pressure to provide sufficient fire protection for the
community. This area of Alabama has experienced severe drought conditions over
the last several years, and the local water authority could not afford the high costs
of repairing their aging, damaged water lines. Thanks to a low-interest, $1.75 mil-
lion loan from RUS, the community will have a reliable water source and sufficient
water pressure to protect their residents from fires.

In other cases, funding allows for the extension of service to previously unserved
or underserved areas. In Wythe County, Virginia, RUS is providing funding to ex-
tend public water service to 178 homes. Residents in this community are currently
served by private wells, springs, and cisterns. Many of the wells have become con-
taminated, testing positive for both total coliform and fecal coliform. A $5.4 million
loan-grant combination will help the county install new water lines, a new storage
and a new pump station. In Hand County, South Dakota, the Mid-Dakota Rural
Water system received a $12 million loan to improve their water system, increase
the supply of treated water to meet growing demands, and add new users for the
first time since 2006. In Hancock County, Tennessee, the 850 residents of Sneedville
will soon have a permanent and reliable source of water, thanks to an $828,000
loan-grant combination which will fund a water treatment system and a clearwell
tank. This improved water system will also connect 25 new, unserved customers in
the nearby community of Treadway.

The ARRA funds are also cultivating regional initiatives to provide service to
unserved and economically challenged areas. A good example is the Ozark Mountain
Regional Water Project in Arkansas that was awarded $19.37 million loan and
$36.36 million grant to construct an intake structure and water treatment plant on

2Colonias are small, unincorporated communities found in Arizona, California, New Mexico,
and Texas and are generally within 150 miles of the United States and Mexico border. Colonias
generally have issues such as lack of a potable water supply, lack of adequate sewage systems,
lack of decent, safe and sanitary housing, inadequate roads, and drainage.
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Bull Shoals Lake. The project will also include construction of five water storage
tanks and over 100 miles of transmission line extending from northern Boone Coun-
ty to Newton and Searcy Counties in Arkansas. The new system will provide a de-
pendable supply of quality water to 19 rural water systems, of which many are fac-
ing water quality and/or quantity problems with existing wells. Fifteen of these sys-
tems serve persistent poverty communities. Without ARRA funding, it likely would
have taken several years to obtain the necessary funding for these much needed
projects.

These water and waste disposal projects, made possible by the ARRA, are creating
urgently needed jobs building these systems now, and will provide the foundation
for economic development and more jobs into the future for rural communities. The
ARRA is putting people back to work, like individuals from Berlin, Maryland. The
Town of Berlin received a $5.98 million loan and a $5.8 million grant to upgrade
and expand the wastewater treatment system to comply with more stringent envi-
ronmental regulations and to prepare the Town for expected growth and develop-
ment. As a result of the ARRA-funded Berlin project, 65 individuals have now re-
turned to work/who had been let go due to the economy. In addition, the local Berlin
economy, from hardware stores to lunch establishments, has benefited from this
project. As with many of our projects, USDA partnered with the Maryland Depart-
ment of the Environment, the Department of Housing and Community Develop-
ment, and the town of Berlin to make this project happen.

The ARRA water and waste projects are also spurring economic change and devel-
opment. In Coopersville, Michigan, ARRA funds are being put to work to renovate
and expand a wastewater treatment plant. The expansion will facilitate the conver-
sion of an abandoned General Motors/Delphi automotive plant into a milk proc-
essing facility by Continental Dairy. Continental Dairy will invest more than $90
million in plant renovations and plans to create 60 new jobs at the plant initially.

In the Town of Millport, Alabama, funds will be used to make needed repairs to
the existing water treatment plant, construct a new well and provide a new storage
tank. With these improvements, the system will provide better quality and quantity
of water to 452 residences (approximately 1,160 individuals) and 44 large and com-
mercial users in rural Lamar County, Alabama. As a result, a local industry, Steel
Dust Recycling, will be able to expand its services, creating 20 new jobs.

These are just some of the many examples of how rural communities are
leveraging funds available through the ARRA to reinvest in critical infrastructure
and improve the quality of life for current and future residents.

Looking Ahead

Our priorities for the year ahead are clear. We will continue to seek out and fund
critical rural water and waste projects with our remaining Recovery Act funds. We
will also work with our borrowers to ensure that the systems funded move to con-
struction quickly to help create jobs and revitalize the rural economy. Construction
oversight and loan servicing will be more critical than ever to ensure that ARRA
funds result in well-built, sustainable systems that provide quality water and waste
services to rural communities for years to come.

The need for clean, safe, reliable water remains high in rural America. After 70
years, even the communities that already were served in the past are coming back
as their infrastructure ages and as they outgrow capacity predicted decades ago.

That need is particularly amplified in areas such as the Colonias on our southern
border. An estimated 400,000 people along the U.S.-Mexico border lack in-home ac-
cess to water and must haul water from central watering points or untreated
sources. These households face an elevated risk of communicable diseases including
Hepatitis A, shigellosis, and Impetigo due to limited hand-washing and bathing. In
the months ahead, we will work to improve outreach, coordination and program de-
livery in the Colonias and other areas with unique needs.

Our ability to offer programs to create economic opportunity and enhance the
quality of life in rural America is a result of your work. It is an honor and privilege
to work with you on behalf of the 50 million Americans in our rural communities.
We look forward to working closely with Congress and our Federal partners
throughout the Obama Administration in improving the quantity and quality of af-
fordable water and waste disposal services throughout rural America.

Thank you again for inviting me here to testify and I will be glad to address any
questions you have.

The CHAIRMAN. Thank you, sir. Thank you for your timely testi-
mony, and in the interest of time I am going to restrict myself to
just one question so our panel can go ahead and ask their ques-
tions. I just simply want to ask you, some people have raised the
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issue that after the Recovery Act addresses the application backlog,
the program may become indeed even more popular than it has
been. It could mean that you will end up with an even bigger back-
log than when you started, which would be of concern to many
more rural communities. Has the combination of the Recovery Act
funds and the regular program funds cut into the backlog? What
is the current status of the backlog?

Mr. ADELSTEIN. Well, ARRA and the regular appropriations this
year, as I said, were unprecedented in their level, and they enabled
us to provide a lot of funding to deal with that backlog. And, as
you said, new projects and new proposals have poured in. With
$2.5 billion in Fiscal Year 2009 alone it was a record level, but de-
mand remains very high. As you know, the needs are extraordinary
in rural communities and new applications are being received every
day in our state offices. The rural communities really need this
commitment, and they have noted the fact that this is an oppor-
tunity to reinvest. They have seized on that opportunity, so we cur-
rently have $3 billion in requests pending and we are going to use
our remaining ARRA and appropriations through the regular Fiscal
Year 2010 appropriations to fund as many of those as we can.

The CHAIRMAN. Thanks. Mr. Conaway.

Mr. CoNAWAY. Thank you, Mr. Chairman. Mr. Adelstein, we are

oing to vote on a bill tomorrow, H.R. 4899, that will rescind about
%100 million in rural development programs. Can you give us a
quick synopsis of what that would do to your programs—$100 mil-
lion for rural development programs will be rescinded tomorrow,
?on%y taken away from you that you thought you were going to
ave?

Mr. ADELSTEIN. I am not sure exactly where those rescissions
would be. I am sorry. I could get back to you.

Mr. CONAWAY. So your agency has not been consulted at all?
This is just added-on to from on high that says they will take the
money away from you, there is no planning on how that money will
be taken away from you?

Mr. ADELSTEIN. Well, none of the rescissions, as far as I know,
would affect the Rural Utilities Service that I administer.

Mr. CoNAWAY. You don’t cover rural development programs?

Mr. ADELSTEIN. I really just administer the Rural Utilities Serv-
ice program that in this case are not——

Mr. CONAWAY. So to your knowledge no one on the—the sponsors
of this bill have not contacted your agency to see what impact a
$100 million rescission would have?

Mr. ADELSTEIN. Well, they haven’t contacted RUS particularly,
but I guess the $59 million in disaster funding, the budget team
is working on this at Rural Development. Certainly, RUS is work-
ing on it, Under Secretary Dallas Tonsager, and the Secretary, but
not RUS in particular. We are not affected.

Mr. CoNnawAy. All right. In your statement, you said we have
$2.3 billion from USDA and it is combined with the $558 million
from other Federal and state agencies. The farm bill authorized
funds for nonprofit groups to help communities identify funding op-
portunities and prepare the applications. We would be interested in
knowing USDA’s specific role in seeking the $558 million from
other sources and what role applicants and assisting organizations
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played in securing the necessary funds. Could you elaborate on
which other agencies contributed and exactly how USDA activities
led to this collaboration?

Mr. ADELSTEIN. We would, particularly with the EPA, which has
a large amount of funding under ARRA for State Revolving Funds
that they provided funding to. So, we work very closely with the
EPA, and also with HUD. CDBG grants are available for this pur-
pose, and our state offices work closely with them to determine how
we can share in certain projects. Sometimes EPA will fund a
project and sometimes RUS will fund one. Sometimes we will share
funding together in order to leverage all the different Federal re-
sources that are out there, as well as state resources to make sure
that we are meeting the needs and also effectively leveraging the
funds that we have. We are not the sole source so that folks don’t
become overly reliant on us.

Mr. CoNawAY. Was there any not-for-profit, non-governmental,
not-for-profit organizations that were able to pitch in on this too?

Mr. ADELSTEIN. There is a lot of help from NRWA and from
RCAP that we provided funding to for the Circuit Rider and the
technical assistance and training programs.

Mr. CoNAWAY. As the, your words, unprecedented level of fund-
ing in 2009, 2010, can you talk to us about how you relaxed the
standards so that you could get more money out, or did you relax
standards on your evaluation process? How did the flood of
money—when money is scarce we make better decisions than when
money is not scarce. Can you talk to us about how you protected
the taxpayer dollars from the human nature of spending money
that you might not otherwise have spent?

Mr. ADELSTEIN. We have not relaxed the standards at all. Con-
gress, in its great wisdom provided three percent of the funding for
administration of the program, and our state staff and our national
staff have used that to hire additional folks. The people that we
have have worked incredible hours to meet this demand. There are
people in the states that really believe in this program and they
have never had an opportunity like this. They have seen the unmet
needs out in the field and they have always wanted an opportunity
like this to deal with the backlog, to deal with the unmet needs,
and they have worked very long hours. I think on September 30
a lot of folks are just going to collapse in exhaustion because they
have never worked this hard. We have not relaxed the standards.

Mr. CoNnawAY. Okay. And the folks that you have hired, they will
continue on once this funding is no longer there? If they collapse,
will they continue on the taxpayer payrolls even though we don’t
have those huge funding levels?

Mr. ADELSTEIN. The temporary ones won’t be able to continue on.
Now there are ways we might find—because they are fully trained,
we hate to lose them. We have some holes and openings coming up,
and we are trying to find ways to get those people into existing
holes or replace people that are retiring. Since they are trained and
up and running, we don’t want to lose all the skills that we have
developed. But some of them we are going to lose because when
that funding cuts off on September 30 the temporaries have to
leave.
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Mr. CoNawAY. I would certainly encourage you to keep the best
and brightest for the retirees, but I would also encourage you that
continuing to grow government and employee base while it looks
like a jobs bill, it is not, so be judicious about your staff levels, and
I yield back.

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

Mr. BRIGHT. Yes, sir. Thank you, Mr. Chairman, and, thank you,
Mr. Adelstein, for joining us today as we discuss an issue that is
of utmost importance to most, if not all, of the communities we rep-
resent here in Congress today. In my district water and wastewater
infrastructure rehabilitation is needed in nearly every munici-
pality, and I have 93 municipalities in my 16 counties in Alabama
and southeast Alabama. It is not uncommon in southeast Alabama
for a community to experience water and wastewater infrastructure
so debilitating that water outages are common and clean,
uncontaminated drinking water is not always guaranteed. Two
towns in my district, Repton and Louisville, which are both in rural
areas, have been working on sewer and water rehabilitation
projects for some time now.

I have met with the mayors of these towns on multiple occasions
to view their sewer infrastructure and can attest to their needs.
Unfortunately, there is only so much we can do with STAG grants
and the appropriations process. Programs like the water and
wastewater disposal loan program at RUS are critical to meeting
these needs, but many communities aren’t getting help. Too many
of the communities in my district are not getting sufficient help.
For this reason, I am pleased to have you here testifying today and
look forward to working with you and your agency at the local level
to get funding for communities like the ones I have just named in
my district. You mentioned one, and I do appreciate your help in
Union Springs. That was much needed and very much appreciated
by the people there, so thank you very much for working with us
there.

I only have one question, and that is I am sure you have been
exposed to a number of projects similar to the ones I have just
mentioned, and would like for you to talk more in detail about
what types of projects qualify for funding through the water and
waste water disposal loan program at RUS, if you could, this morn-
ing.

Mr. ADELSTEIN. We fund a wide array of projects including
wastewater treatment, sewer, both sanitary and storm sewer
projects. We fund the treatment of it. We fund an array of different
projects. We also fund solid waste projects to make sure that they
don’t pollute the water resources in a community and to make sure
that they are properly managed. So we are really broad in ranging
from folks that really know how to work with water in the commu-
nity and make sure that communities can have it treated properly
to protect the environment, and also make sure that they have
clean water for their own needs.

Mr. BRIGHT. Could you, in more detail, explain to me what we
are doing to ensure the communities that we have just identified
are taking advantage of these programs that you offer?

Mr. ADELSTEIN. Our state office works closely with the commu-
nities themselves. For example, our state office in Alabama has ca-
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reer professionals that do this work. We also have enormous help
from our Circuit Rider program and our technical assistance and
training grants which we are able to expand this year through the
Recovery Act. The Circuit Riders, on a 5 year contract, will go out
under NRWA and help folks to build operational, managerial, and
financial capacity in all 50 states. They really get out in the field
and help folks. Technical assistance and training is also available
to help multiple entities assist specified regions in helping folks to
identify and evaluate water solutions in their communities, and to
iieal with problems they have for water and waste disposal prob-
ems.

To prepare applications, they can help to improve the operation
and maintenance of existing programs, so we really work in part-
nership with our contractors in RCAP and NRWA in the field. Our
field staff working together with them will help communities iden-
tify solutions to problems they have and to craft applications that
can be funded by us for loans and grants to deal with whatever
problems they may be facing.

Mr. BrIGHT. Thank you very much, Mr. Adelstein. Mr. Chair-
man, I yield back the remainder of my time.

The CHAIRMAN. Thank you, Mr. Bright. Mr. Thompson.

Mr. THOMPSON. Thank you, Mr. Chairman, and Ranking Mem-
ber. Mr. Adelstein, thank you so much for being with us today.
RUS, I really appreciate you, what your agency does. I think you
are uniquely positioned to observe the challenges of rural commu-
nities on these infrastructure questions related to aging infrastruc-
ture, but also on just trying to comply with the Federal mandates
that many of these municipalities and authorities have to comply
with. And we talked briefly about that before this session started.
Compounded for those communities in my district is the fact that
my municipalities, townships, boroughs, the authorities that they
form to deal with these infrastructure issues were located in the
Chesapeake Bay Watershed, and resources really are very limited
to comply. And I want to thank you because your agency actually
is one of the only hopes that those municipalities have those au-
thorities to do that. But, we only have so many resources, espe-
cially, with all the other priorities that this Administration has
showered upon us to fund.

So the other side of it is dealing with how do we reduce those
mandates or at least hold them in check, get some more time. Has
RUS ever—because you have the documentation obviously. Your
field workers are working with these communities all the time. You
have the documentation, I would assume. Have you ever used that
to weigh in with other parts of the Administration, the agencies,
such as the EPA, to say, you know what, we are doing our best but
these mandates are going to bankrupt these authorities, the town-
ships, the boroughs. And I am not saying repeal mandates al-
though I would support to have many of them, but have you ever
weighed in to say how about a little more time, how about an ex-
tension? Give them a little more time in years to comply with these
things. I think RUS is just uniquely positioned to be able to be an
expert in terms of documenting and demonstrating that need to
other parts of the Administration that actually administer these
mandates.
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Mr. ADELSTEIN. We work very closely with the EPA day in and
day out on making sure folks can meet the standards. In my time
there, I don’t believe there have been any new requirements put
on. A lot of them were pre-existing and we have not weighed in
with them as far as I know. Our potential borrowers see all kinds
of needs, as you said, to improve and upgrade their water treat-
ment facilities to comply with regulations that are imposed on
them. Our program can of course finance these projects, but, as you
said, the applicant has to be eligible and we have to have funds
available. There are a lot of demands to help folks meet those
standards.

Mr. THOMPSON. I am glad to hear that you do communicate with
folks like EPA and any other agency that has oversight of those.
Do they ever listen to what you have to say? Do they ever—is there
any hope, that is what I am saying, I guess.

Mr. ADELSTEIN. They are the experts. We do discuss the impact
of regulatory action on rural water systems and work with other
agencies on the issue of health and the environment. We need to
deal with the requirements they come up with, and of course the
demands on our program are very large, in order to meet the com-
pliance needs. But our expertise isn’t so much on human health ef-
fects or knowing exactly what level of coliform might or might not
be damaging or what level of-

Mr. THOMPSON. And I understand. And I would just go on to my
second question to you. I am just encouraged that where your ex-
pertise is, it is identifying how realistic it is that these commu-
nities are able to comply, as opposed to penalizing them with tre-
mendous fines and penalties, providing extensions, giving more
time for compliance. That buys them quite a bit when we can’t pro-
vide them the resources to do that. You mentioned that a total of
$2.5 billion in new rural water and waste systems came through
the ARRA and the stimulus, and I agree that certainly those funds
are very much needed in rural areas. While the funding no doubt
is helpful to rural infrastructure projects, have you seen any kind
of impact that the money has had on local jobs?

Mr. ADELSTEIN. Yes, we have seen that. When a project is obli-
gated construction activities begin. Over 600 projects have been ob-
ligated so far, and the final design, bidding, and construction is on-
going as soon as they do that. We have held 32 groundbreakings
so far on ARRA projects. But we are really at the height of the bid-
ding cycle now as spring is coming upon us, faster in some parts
of the country than others. We see an increase in bidding and more
construction is expected in the spring and summer. We have al-
ready seen some. We have already seen a lot of pre-construction ac-
tivities begun on many of our projects.

Mr. THOMPSON. Thank you, sir. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much. Mr. Cassidy.

Mr. Cassipy. Thank you very much. Thank you. Mr. Adelstein
has already identified himself as a man of rare sensitivities. He
loves Cajun music so I appreciate that. A couple questions. I think
staff may have answered one but I want to confirm. If you have
a community with a population of less than 10,000 but wishes to
build capacity because they anticipate growth to a population of
50,000 over the next decade, are they able to use this money not
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just for the capacity of where they are now, less than 10,000, but
also with the capacity of which they anticipate being, which would
be 50,0007

Mr. ADELSTEIN. We really try to keep folks reasonable in the
scope of what they are doing. Communities who lack the capacity
to complete engineering and environmental components can get
help in several ways. We provide technical assistance and offer
grants for planning activities. We look at their projections for
growth and sometimes communities have very aggressive projec-
tions, and we don’t necessarily want to use scarce Federal dollars
for a projection that may or may not happen. We can’t necessarily
know what kind of growth there is going to be, so we tend to be
fairly modest and conservative in saying that sometimes these com-
munities that want to grow quickly and want to build huge water
systems in anticipation of vast population growth, we try to re-
strain them somewhat and say what are these assumptions? Is this
something that you really want to fund and can you finance it be-
cause the concern is if they are building a project for 50,000 or
10,000 and that level of population growth doesn’t happen, they are
not going to be able to pay us back because

Mr. CASSIDY. So, in a sense you review their business plan?

Mr. ADELSTEIN. Yes, we do a business plan. Exactly. And we look
at their assumptions for growth.

Mr. Cassipy. So if you were on the outskirts of Houston, you
would say, yes, it looks pretty good, and if you were on the out-
skirts of Ducayne Town, you would say think again.

Mr. ADELSTEIN. Yes, if they say they have a certain plant coming
in and they know exactly what it is, and their level of certainty-

Mr. CassiDY. That leads me to my next question. Sorry to cut
you off but obviously we have limited time. What is your method—
obviously, it is a competitive grant process, and many of the small
towns in my community, frankly, don’t have the resources in which
to hire somebody to shepherd this through the process. What is
your method, and I am sure that is a common problem——

Mr. ADELSTEIN. It is.

Mr. CAssiDY. What is your method of ranking in this competitive
process? Which application or loan guarantee application takes
precedence?

Mr. ADELSTEIN. We look at a couple different factors. First, in
terms of the ARRA funds, we looked at the backlog and dealt with
that, and then we mandated a priority for shovel-ready projects.
We wanted to get those going. And then we set aside ten percent
for persistent poverty counties, and on top of that we then allocated
according to our regular state allocation formula which takes into
account the overall size of the rural population, level of rural un-
employment, and level of rural poverty. And we are doing projects
as soon as they come in. As soon as they are ready to roll, we are
funding them as quickly as we can.

Mr. CAssIDY. And, again, going back to my small communities
with the limited—they don’t have engineers on staff, for example,
so I kept on thinking that shovel-ready project criteria for the com-
munity which is most poverty-ridden is almost an oxymoron. They
don’t have the money to come up with the project, and yet they are
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the ones who need it the most, et cetera, et cetera, et cetera. Do you
follow what I am saying?

Mr. ADELSTEIN. Yes. That is why we set aside ten percent of the
ARRA funding for persistent poverty counties, and we have actu-
ally exceeded that. We have gotten 11 percent of the funding to
persistent poverty counties. The way we deal with those is, first of
all, our state staffs really concentrate on that. And, second, our
technical assistance and training program has pre-planning grants
to help, particularly, those very poverty stricken communities get
funds to help prepare to do this. The technical assistance teams
will actually help through our contract, help them to develop the
application and flush out what it is they need because

Mr. Cassipy. So if my Congressional office then took your agent
around to all the communities which meet the definition of high
poverty, we could begin doing, I use the technical term, pre-plan-
ning application.

Mr. ADELSTEIN. You can get a grant for pre-planning through our
technical assistance and training program, which is a program we
have been operating for many years and it really

Mr. CassiDY. Now does this also include—because I am sure the
Army Corps at times has to be involved and they have their own
grant application process, which I think it is up to the communities
to fund typically. Does this grant application also help fund the
other agencies’ environmental impact statement, et cetera?

Mr. ADELSTEIN. Yes, it helps with the overall planning, so it
helps people with compliance with EPA requirements. It helps
them meet state permitting. In other words, the plan is a com-
prehensive one. Our technical assistance helps people develop an
overall application, which would include all the environmental
work, all the state work, all of the engineering.

Mr. CassiDY. And what is the typical size of these grants? The
community back home just had a $500 thousand bill for an Army
Corps study. They couldn’t afford it. So what is the typical size of
these planning grants?

Mr. ADELSTEIN. Well, in Fiscal Year 2009 we did grants to ten
entities, for a total of $19.5 million, so these are regional entities.
They help multiple communities. And on top of that we have the
Circuit Riders as well that can help out in training——

Mr. CASSIDY. So, hard cash, roughly about $500 thousand per
grant, $19 million divided by ten, something like $490 thousand,
correct?

Mr. ADELSTEIN. It would average around $2 million.

Mr. CAsSIDY. Two million dollars?

Mr. ADELSTEIN. With about $20 million——

Mr. CaAssiDY. I am sorry. You are right. Okay. Thank you very
much, Mr. Chairman.

The CHAIRMAN. Thank you, Mr. Cassidy. We welcome today our
full Committee Member Stephanie Herseth Sandlin. I have con-
sulted with Ranking Member Conaway, and we agree to have her
sit in. Welcome and we are glad to have you ask any questions you
would like.

Ms. HERSETH SANDLIN. I appreciate that, Mr. Chairman. Thank
you for allowing me to participate in the Subcommittee hearing
today. Jonathan, welcome. It is a pleasure to have not just one but
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two South Dakotans testifying in today’s hearing, and I think that
that indicates how important rural water systems are and the
projects that you administer under the RUS in states like South
Dakota. Again, thank you, Mr. Chairman, for holding this hearing
to highlight the importance of rural water systems. It is not only
a true life line for citizens, residents, who live in rural communities
across the country, but often play a crucial role in supporting local
economic development. Jonathan, your written testimony notes
that the Recovery Act allowed the water and waste disposal loan
and grant program to achieve the highest ever 1 year total invest-
ment of $2.5 billion in new and improved rural water and waste-
water systems.

And your testimony notes that in Hand County, South Dakota
the Mid-Dakota Rural Water system was allocated a $12 million
loan to make improvements to the system, boost supply of treated
water, and to take on new customers for the first time in 3 years.
I would appreciate it if you and your office could forward to me the
specifics of other South Dakota specific projects that has benefited
from this loan and grant program. But if you could just summarize
in your opinion the overall effect on rural communities of the
USDA rural water and wastewater Recovery Act funding Congress
approved last year, some of which have been distributed, others of
which you are looking to obligate, just summarize what you believe
the overall impact has been and is going to be for these rural com-
munities over the course of the upcoming months and years.

Mr. ADELSTEIN. Thank you. We will get to the details on all the
South Dakota projects. There have been quite a few because of the
big needs in South Dakota for this, like the example you cited with-
out having additional capacity new people can’t move into town,
new businesses can’t move in. And we see this in community after
community that without water resources many of these small rural
systems are at capacity, so you can’t get another home in there,
you can’t get another business in there. Rural development comes
to a standstill without additional water capacity. That is why I said
in my statement that this is really a foundational basis for eco-
nomic development. Now that is one basis of it, but the other issue
is that folks are often drinking water that is just not what we ex-
pect in this country.

When I came on this job, I wasn’t even aware of how bad the sit-
uation is in certain parts of the country, and how really unaccept-
able some of the conditions are, for example like the Colonias, and
some of the more rural parts, the Indian Reservations. It is some-
thing that most Americans would object to if they knew—and there
has been a series recently in the New York Times you might have
seen about how bad it can be. This project is a critical project in
rural areas that is actually helping these communities deal with
urgent health needs that are, literally, making their people sick
and their children sick. People are afraid to give their children
water, and they can’t afford to go out and buy it and treat it them-
selves. They expect their municipalities to do it, and without the
help of the Federal Government, without the help of this program,
we wouldn’t be able to meet the needs of these communities and
the health of our children are profoundly affected.
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On top of that there are environmental issues. I mentioned Earth
Day is coming up. But it is incredible to see the way that some of
these rural areas don’t have adequate water treatment facilities or
storm facilities. There is all kind of run-off into our critical estu-
aries, into our water systems, into our ground water, that is caus-
ing damage for future generations and that is sometimes rendering
the water unusable. The reason people like to live in rural areas
often is because of the pristine environment and because it is a
wonderful place where there is fresh air, there is room. They prize
their environment and they don’t like to see what happens with the
degradation of their environment, but without help their water sys-
tems are contributing to real problems for the wells in the area, the
drinking water for the whole community.

And we are helping people deal with open lagoons. We are help-
ing them deal with areas that don’t have sewer systems. We are
helping them, for the first time, to really protect the environment
in profound ways. We are helping the economic development, we
are helping the immediate health care, and protecting the environ-
ment of our rural communities, so we appreciate your support for
this program.

Ms. HERSETH SANDLIN. Thank you. And I would just make the
further point that this isn’t just an investment in the people who
currently reside in these communities. I am convinced that the in-
vestment in aging infrastructure in small rural communities across
the country is an investment in the future of folks who are going
to be looking to move to more rural areas as the other programs
you administer with broadband make it increasingly likely that we
can have small business and entrepreneurs moving and growing
jobs in areas that don’t suffer some of the congestion and quality
of life issues of those living in urban areas. Thank you, Mr. Chair-
man.

The CHAIRMAN. Thank you, ma’am. Mr. Adelstein, what is the
ratio between loans and the loan/grant combinations for water and
waste disposal systems, and if I can ask you also how do you decide
what the break is between loans and grants?

Mr. ADELSTEIN. Well, the ratio is 70 percent to 30 percent in our
regular program. We found it 60:40 in the ARRA program, and that
is based on what kind of applications are coming in. It is kind of
based on whether or not we are getting folks that are applying for
more grants. We found, for example, when you set aside ten per-
cent for persistent poverty that there is more of a need for grant
funds than loan funds. And we are targeting funds to smaller, low-
income communities. We are seeing larger projects in communities
that were formerly held back due to funding not being available,
so it is just a higher grant ratio. We held back a ten percent grant
in the national office reserves to deal with that, so we are seeing
slightly higher grant levels under ARRA than we did under the tra-
ditional program.

The CHAIRMAN. Are there any projects that are funded entirely
by grants?

Mr. ADELSTEIN. No. Everyone is required to provide a loan to
some extent or another. We do provide much higher loan amounts
for certain projects, but everybody is going to get some revenue, we
presume, from these projects because we know they are going to
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have customers. We know they are going to get some revenues so
we want them to be able to repay to make it a sustainable project.

The CHAIRMAN. And who would be the point person in your agen-
cy, especially for smaller communities that can’t afford to have
grant writers, do you have somebody that can assist them or direct
them in how best to make their applications?

Mr. ADELSTEIN. Yes. Our state office staff on the ground, usually
the state director would be the first place for a Member of Congress
to contact that would get you to the right person in the state that
would be able to help. On top of that the technical assistance and
training programs would be able to help a particular community.
Our Circuit Rider program also can help communities to deal with
their immediate needs, so I would recommend going through our
state office staff to find out who could help that particular commu-
nity.

The CHAIRMAN. Thank you, sir. Mr. Conaway, do you have an ad-
ditional question?

Mr. CONAWAY. Just a couple things, very quickly. You caught my
attention when you said you have held a ten percent national re-
serve. That is ten percent of what?

Mr. ADELSTEIN. Ten percent of the overall amount that was ap-
propriated for the program under ARRA.

Mr. CoNnawAY. Okay, but those funds have to be obligated by
September 30 of this year. Ten percent is a lot of money. It is what,
a billion? How much does ten percent equal?

Mr. ADELSTEIN. Well, budget authority would be about $130 mil-
lion.

Mr. CoNAawAY. Okay. You have plans to either give that back to
the taxpayer or spend it appropriately?

Mr. ADELSTEIN. We have plans to have all of the funds obligated
by September 30. We traditionally do set aside a reserve of five to
ten percent. This is pretty typical for a program to see where in
the end we need to

Mr. CoNAwWAY. The persistent poverty definition, is that in law
some place or is that something that you all developed?
| Mr. ADELSTEIN. That is in regulation. I am not sure if it is in
aw.

Mr. CoNaAwAY. Okay. So we know what that is. You must need
the wisdom of Solomon. You mentioned Colonias and Indian Res-
ervations as being some of the worst places. Did all of those get
taken care of first? How do you make that decision between saying
no to a community that is on the top of your list as being the worst
water to saying yes to someone who is further down the list? How
did you come to that?

Mr. ADELSTEIN. Well, as soon as we get a Colonia application in
complete, we are funding it if it is eligible. None of them are being
held up at all. We are kind of taking them as quickly as we can
and getting those funds out the door.

Mr. CoNAWAY. Given the old adage from Tip O’Neill that all poli-
tics is local, we have a Concho Water Snake that is on the endan-
gered species list. That snake is on the verge of getting off the list,
and the problem right now is the bureaucracy at Fish and Wildlife
and some lawyers someplace in the system. We have a community
that wants to build a multi-million dollar project on cleaning the
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river, improving water flow, creating ripples, bank restoration and
stabilization, all those projects are going on, which would mean
better water for the folks downstream obviously. And yet we can’t
get anything done. Do you guys ever take positions for or against
your sister agencies, in this instance, Fish and Wildlife? Do you
ever venture boldly into that particular arena?

Mr. ADELSTEIN. We really don’t. We wait for the environmental
reviews to be approved before we fund the project so we are kind
of at the mercy of the other agencies.

Mr. CONAWAY. Yes, we have a $350,000 presence or absence
study that has to be done on a snake that really is—we will go
through that later. I yield back, Mr. Chairman. Thank you.

The CHAIRMAN. Thank you. Mr. Bright, do you have an addi-
tional question?

Mr. BRrIGHT. I do have a little follow-up, a statement of clarifica-
tion, and hopefully assistance to my Ranking Member. I have a
phobia of snakes so any way I can help you get around that, let
me know. You have my vote. Administrator, one follow-up question.
You mentioned the ten percent that you set aside—earmarked for
these funds. How do you rank the projects within that tenth per-
centile? It is amazing to me because I have 93 communities out
there, and I have traveled through those 93 over the last year, and
I am going back to them, and they are continuously submitting to
me requests for revenues or help for water systems out there. Out
of the 93, I had 16 requests this year for me to help them with a
water treatment plant within their community. And many of those,
not all 16, would be very similar to what my colleague was describ-
ing as small rural communities, probably fewer than a couple thou-
sand people, and they don’t have the staff to administer or to even
apply for these monies. How do you rank those communities within
that tenth percentile?

Mr. ADELSTEIN. We are fortunate this year to have enough funds
to fund all of the needed projects within that category. No projects
have been denied so far that have been ready to go. I think you
hit the nail on the head as far as what the issue is at getting those
applications up and in position. And you hit on it as well that these
low income communities are struggling to go through all the effort
to do this. That is why we have the technical assistance and train-
ing. That is why our state staffs work with low income commu-
nities to do it. If they can get a project in front of us and get it
ready to go with all the permits, we are funding them as they are
coming in the door for all of our priority projects.

Mr. BrIGHT. Thank you very much. I yield back the time. Mr.
Chairman. Thank you very much.

The CHAIRMAN. Thank you. Any additional questions, Mr.
Thompson?

Mr. THOMPSON. I just want to touch briefly on energy. You talked
about how RUS works with energy, and I want to see if you can
elaborate on that.

Mr. ADELSTEIN. We have a $6.5 billion energy program financing
energy projects in generation, transmission and distribution. We
are really proud of a 75 year history of ensuring that rural areas
have electricity at affordable rates. We are the old Rural Elec-
trification Administration, and I am a historian by training, so the



23

first thing I did when I got this job is read this book. And today
we are still making sure, and there is an enormous demand, mak-
ing sure that all of our rural electric co-ops have adequate financ-
ing at very reasonable rates at no cost to the taxpayer because they
always pay us back. We do that $6.5 billion loan program for no
budget authority because we are able to get paid back. We are very
zealous in how we review these applications and we make sure
that they are done in a way that is fiscally prudent and financially
stable. So that is our energy program in a nutshell.

Mr. THOMPSON. And just a quick follow-up to that. In my district
we are home of the heart of the Marcellus Shale natural gas. Is
there any money from the stimulus or perhaps within your funding
that goes towards water treatment that is specific to dealing with
that energy area in terms of the processing of frac water following
use with drilling for natural gas?

Mr. ADELSTEIN. Not that I am aware of, no.

Mr. THOMPSON. Okay. Thank you.

The CHAIRMAN. Thank you very much, Mr. Thompson, and thank
you so much, Mr. Adelstein. We will welcome the second panel to
come forward. Mr. Adelstein, if you have additional comments.

Mr. ADELSTEIN. I just wanted to say something for the record.
Apparently, the rescission legislation may affect RUS. I need to
look at that. Our budget office has been aware of this and I need
to follow up and respond in more detail on exactly what the impact
may be, and I can follow up also for the record very quickly with
your office as far as what the impact would be on Rural Develop-
ment overall.

Mr. CoNnawAY. Okay. If you wouldn’t mind doing that because
this thing may be voted on tomorrow or the next day.

Mr. ADELSTEIN. We will get back to you today.

Mr. CoNawAY. Thank you, sir.

The CHAIRMAN. Thank you. And we have been joined by the
Chairman of the overall Agriculture Committee, Mr. Peterson. Mr.
Peterson, before we conclude this particular panel with Mr.
Adelstein, do you have any comments or questions? All right. Well,
thank you for joining us and thanks again to Ms. Herseth Sandlin
for joining us. That will conclude this first panel. We will ask our
second panel to please prepare to come to the table, and you will
be introduced momentarily. Thank you, Mr. Adelstein.

Mr. ADELSTEIN. Thank you, Mr. Chairman.

The CHAIRMAN. We would now like to welcome our second panel
that has come before us today before the Subcommittee. Ms.
Rhonda Locklear, Water and Wastewater Director of the Town of
Pembroke, North Carolina, on behalf of the National Rural Water
Association. Again, Rhonda, welcome, from our home county of
Robeson County in North Carolina. It is good to have you here.
Also, we welcome Ms. Christina Fierros, the Chief Operations Offi-
cer of the Midwest Assistance Program of the Rural Community
Assistance Partnership in Savannah, Missouri. Mr. Michael North,
President of the National Association of Development Organiza-
tions, an organization that we have long worked with and appre-
ciate the good work that you do through the years in helping small-
er communities. He is from Harrison, Arkansas on behalf of the
National Association of Counties. We know the county commis-
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sioners were just in town in the last couple of weeks. Mr. Troy
Larson, Executive Director of the Lewis & Clark Regional Water
System of Sioux Falls, South Dakota. And we are glad to have you
here today, and Ms. Herseth Sandlin, I know, has welcomed you
as well. And Mr. Paul Kahl, the Deputy Director of Public Works
for Allegany County in Cumberland, Maryland.

Welcome to each of you. The chair would again like to remind
Members that following the full Committee’s chair’s lead, they will
be recognized for questioning in order of seniority. Visiting Mem-
bers who are not full-time Members of the Subcommittee will be
recognized for questioning after all Subcommittee Members have
had a chance to do so. We appreciate the Members’ understanding.
So now we will begin the testimony from the panel. As you recall,
you each have 5 minutes. Please highlight your testimony during
that 5 minutes so we can make sure we can have your complete
and accurate comments. Ms. Locklear, you may begin.

STATEMENT OF RHONDA LOCKLEAR, WATER AND
WASTEWATER DIRECTOR, TOWN OF PEMBROKE, NORTH
CAROLINA, PEMBROKE, NC; ON BEHALF OF NATIONAL
RURAL WATER ASSOCIATION

Ms. LOCKLEAR. Thank you, Chairman McIntyre, Ranking Mem-
ber Conaway for allowing me the opportunity to testify before this
Committee. I want to specifically explain how USDA investments
have enhanced the quality of life in my hometown of Pembroke,
North Carolina. I am Rhonda Locklear, a native of Robeson Coun-
ty, and a member of the Lumbee Tribe. I am currently the Water
and Wastewater Director for the Town of Pembroke. I am a grad-
uate of Pembroke State University, now known as the University
of North Carolina at Pembroke, and I am also a proud member of
the North Carolina Rural Water Association.

USDA investments have drastically improved the economic and
public health of Pembroke. We were paralyzed because of the inad-
equacies of our water and wastewater treatment facility. Excessive
inflows and infiltration washed all the microorganisms out of the
wastewater treatment plant and into the Lumber River. Essen-
tially no treatment occurred until this population could be re-
grown. The Division of Water Quality issued a special order of con-
sent which stopped any and all additional flow into the wastewater
system. This action halted the growth of our community. Pem-
broke’s economic growth and development catalyzed in 1992 when
USDA loaned $1.4 million to upgrade the wastewater treatment fa-
cility. The 5,000 gallon a day facility went to 1.3 million and it in-
cluded a wastewater certified laboratory.

Storm water is still an issue but the difference is we remove 94
percent of the pollutants. Replacing aged water and sewer lines, as
I heard earlier, is a great endeavor and would correct the problem.
Small communities like Pembroke would need the continued sup-
port and assistance of USDA to accomplish these goals. Due to ex-
panded capacity of the wastewater treatment facility, we have now
the fastest growing university in the UNC system. Their population
in 1992 was roughly 1,700. It has jumped to 6,800 in 2010. They
are the largest employer and the largest water and sewer user in
the Town of Pembroke. With property values escalating from $30
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million to $140 million it is easy to see the impact USDA has had
on our community.

Pembroke once again sought to improve infrastructure by in-
creasing their water capacity and improve water quality. State and
USDA assistance enabled us to build a new water treatment facil-
ity and add a fourth elevated water storage tank. We then met
minimum water pressure requirements for fire suppression which
kept insurance rates down. It decreased the potential health haz-
ards and also supplied water for new homes and businesses in
Pembroke. Thousands of jobs have been created since businesses
like Wal-Mart, True Value, McDonald’s, and a multitude of health
care units have located in Pembroke.

The Lumbee Tribe is building 100 homes. They have plans to
build 400 more new homes. Their new tribal complex sits to the
right of our 32 acre recreational park, and we also support a 600
acre commerce and technology center. We also have a new hotel
that opened in December to accommodate overnight visits in Pem-
broke, which we hadn’t had for quite some time. All these great ac-
complishments are because of God, sincere officials like yourself,
and USDA programs. While USDA has provided funding for rural
communities the North Carolina Rural Water Association has pro-
vided the training, the financial management, and the on-site tech-
nical support to ensure facilities operate at the highest level. Expe-
rienced professionals empower operators, board members, and com-
munities with the knowledge to understand their system. They also
save millions of dollars that are intended for infrastructure so we
don’t have to pay expensive consultants.

They also help assist us with aging staff and taking that knowl-
edge into the future. Small communities lack the resources to ad-
dress large issues that would go without assistance if it were not
for USDA programs. Federal and state programs would like to
serve large affluent communities, but the USDA Rural Develop-
ment staff ensures persistent poverty counties like Robeson can
prosper. Thank you, Chairman McIntyre, and Ranking Member
Conaway and this Committee for your support. And I will be glad
to answer any questions that you have.

[The prepared statement of Ms. Locklear follows:]

PREPARED STATEMENT OF RHONDA LOCKLEAR, WATER AND WASTEWATER DIRECTOR,
TowN OF PEMBROKE, NORTH CAROLINA, PEMBROKE, NC; ON BEHALF OF NATIONAL
RURAL WATER ASSOCIATION

Thank you Chairman McIntyre and Ranking Member Conaway for allowing me
the opportunity to testify before this Committee. I want to specifically speak from
a holistic point of view to explain how USDA investments in infrastructure have en-
hanced the quality of life in my hometown of Pembroke, North Carolina.

I am Rhonda Locklear and I am a native of Robeson County and a member of
one of the largest American Indian tribes, known as the Lumbee. I am presently
the Water and Wastewater Director for the Town of Pembroke. I am a graduate of
Pembroke State University, a university that is drenched in local roots that is now
known as the University of North Carolina at Pembroke. I am also a proud member
of the North Carolina Rural Water Association, an association committed to pro-
viding the highest quality support to the systems across the state through training
and on-site technical assistance.

The USDA investments in the Town of Pembroke have delivered tremendous re-
sults for both the economic and public health of the entire community. Prior to these
investments, the economic growth was paralyzed due to inadequate drinking and
wastewater treatment and capacity limitations. Any amount of rain water caused
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excessive inflows and infiltrations into our wastewater treatment facility which
washed all microorganisms needed for wastewater treatment into the Lumber River.
Essentially no treatment occurred for a period of at least 10 days after a significant
rain, which is the time required for a community of microorganisms to be re-grown.
This scenario was constantly repeated, requiring the North Carolina Department of
Environment and Natural Resources Division of Water Quality to issue a Special
Order of Consent permit. Facilities with this type of permit cannot accept any addi-
tional flow until the facility has been upgraded. This action essentially halted the
economic growth of our community.

Existing homes, businesses, and institutions could not expand without the basic
services of water and sewer. New businesses would not entertain locating in an area
without these services. Our community’s economic growth and development cata-
lyzed in 1992 when USDA loaned $1.4 million to the Town of Pembroke. With this
loan, the wastewater treatment facility was upgraded from 500,000 gallons per day
to 1.3 million gallons per day. The upgraded facility also included a fully certified
laboratory, which is one of two municipal labs in Robeson County. I began my ca-
reer in the water industry serving as the first Chemist in this lab.

Storm water is still an issue, entering the wastewater facility through an aged
collection system of pipes and manholes, yet the plant is consistently removing 94
percent of the pollutants. Repairing and replacing water and sewer lines would
eliminate this problem but it is a great endeavor and must be accomplished over
a number of years. Pembroke is representative of small rural communities and sys-
tems across the nation that will continue to need USDA support and assistance in
the future.

Now I would like to address the direct benefits of these investments. Due to the
expanded capacity of the wastewater treatment facility, the University of North
Carolina at Pembroke (UNCP) was able to expand to become the fastest growing
university in the UNC system. The student body was approximately 1,723 in 1992,
increasing to 6,433 as of spring 2010. Beginning in 2006, UNCP entered their larg-
est expansion; five new buildings are underway totaling $33 million in construction
cost and the creation of numerous jobs. UNCP Pembroke is currently the largest
employer in the Town of Pembroke with 287 instructors and 307 functional staff.
With property values escalating from $30 million in 1992 to $140 million in 2009,
it’s easy to see the direct positive financial impact these investments continue to
have on our community.

Following that initial investment, Pembroke once again sought to increase their
water capacity as well as improve its quality. State and USDA assistance enabled
us to build a new water treatment plant. Two new wells supply water to one treat-
ment unit. Prior to this, Pembroke could not remove iron or effectively add chemi-
cals that enhanced water quality and usages. A fourth elevated water storage tank
was also added to our distribution system to increase the system’s water pressure.
This allowed Pembroke to meet the minimum water pressure requirements for fire
regulations necessary to keep insurance rates down. At the same time we looped to-
gether water lines that were formally dead ends. This prevented iron and other de-
bris from accumulating in dead zones, avoiding potential health hazards.

Combined, water and wastewater are the single most important service required
for community health and economic growth. Businesses like Wal-Mart, Pembroke
True Value Hardware, various corporate and local restaurants, and a multitude of
professional and health care related facilities are now constructed and operating be-
cause of this infrastructure development. The majority of these investments were
from USDA. All of this growth has contributed to the creation of thousands of jobs.

The Lumbee Tribe has built new homes in this area and at the end of this con-
struction phase, 101 homes will have reached completion with plans to build 400
more in the future. This activity will improve the living conditions of this impover-
ished community. The Lumbee’s continue to grow with the development of a new
Tribal Complex and Boys and Girls Club, which debuted in December of 2009. Next
to the Tribal Complex is a 32 acre recreational park that was erected in 2008. The
Town embarked on a program that will promote healthy activities for kids, teens,
and parents, in an effort to improve the quality of life and health for our commu-
nity.

As of December 2009, a new hotel was constructed allowing for the first time the
ability to accommodate overnight visits for athletic events, visitors, and business ac-
tivities. This same infrastructure supports COMtech, a 600 acre commerce and tech-
nology center, currently housing and supporting various business and industry. It
is a managed professional complex that promotes economic development through in-
structional, industrial, and private growth. The goal of Robeson, Hoke, Scotland,
and Columbus Counties is to attract pharmaceutical industries with an educated
and trained work force, while putting our displaced textile laborers and construction
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contractors back to work. All of these opportunities are available only because ade-
quate water and wastewater infrastructure exists due to USDA funding.

While USDA has provided funding for rural communities, the North Carolina
Rural Water Association has provided the training, energy audits, certification, fi-
nancial management, environmental compliance, governance and on-site technical
assistance necessary to ensure that facilities operate at the highest level possible.
This assistance actually saves money and protects the community and government’s
investments by ensuring efficient and sustainable practices are followed. This is
truly a great combination. I can’t say enough about these experienced professionals
that empower operators, board members, elected officials and communities with the
support and knowledge they need to understand every aspect of their systems and
facilities. Because of the important services provided to systems by Rural Water,
millions of dollars meant for infrastructure and equipment are actually used for
their intended purpose instead of paying for expensive consultants.

All communities have leaders. Some are elected; others are just concerned citizens
that want to improve the quality of life in their community. These elected officials
and citizens have a vital partner. The USDA Rural Development staff is always
there to help—whether it’s by providing critical infrastructure, securing affordable
housing, providing broadband, securing business assistance or helping obtain essen-
tial community facilities. Their field structure and experienced staff are unique. The
staff and offices are located throughout these rural communities across the nation
which allows them to serve communities that are both small and remote. In many
cases communities that lack the capacity and resources to address many of their
large issues would go without assistance if it were not for these USDA programs
and the employees that make them work. Federal and state agencies would have
it much easier if they just served larger and more affluent communities, but the
Rural Development mission is different—they are there to ensure rural America is
not left behind and that these communities prosper. Robeson County is a perfect ex-
ample. This county, unfortunately, is listed as a county with persistent poverty.
With USDA as our partner and the continued local leadership and vision, we will
soon leave that designation behind. We are on track. I would like to thank this
Committee and my friends in the Rural Development offices across the State of
North Carolina for your continued support.

In summary, the face of Pembroke has significantly improved due to USDA’s in-
volvement. Our citizens have a better quality of life because of USDA’s investment
in our town. Men and women can acquire jobs in retail, construction, health fields,
and industry to support their families. UNCP is offering even more educational op-
portunities to prepare us for tomorrow. We exemplify the fact that no community
can grow and improve without the sustaining resources of water and wastewater
services.

Thank you Chairman McIntyre and Ranking Member Conaway for allowing me
to testify and I would be happy to answers any questions that you may have at this
time.

The CHAIRMAN. Thank you, Ms. Locklear, and thank you for your
timely testimony. Ms. Christina Fierros.

STATEMENT OF CHRISTINA FIERROS, CHIEF OPERATIONS
OFFICER, MIDWEST ASSISTANCE PROGRAM, RURAL
COMMUNITY ASSISTANCE PARTNERSHIP, SAVANNAH, MO

Ms. FIERROS. Thank you, Chairman MecIntyre, and Ranking
Member Conaway for the opportunity to address the Sub-
committee. USDA Rural Development programs play a vital role in
rural America and the RCAP network appreciates your efforts to
ensure that they are working as intended, particularly in today’s
economically challenging times. My name is Christina Fierros. I am
the COO for the Midwest Assistance Program based in Minnesota
and serving nine upper Midwest states. MAP is part of the national
RCAP network which helps small rural communities address their
water, wastewater, and other community development needs. We
provide technical assistance and training that build the capacity
and sustainability of small water and wastewater systems, and we
assist them with development of needed facilities.
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Each year we serve more than 800 communities with funding
provided through USDA’s water and waste disposal program. For
example, the Town of Laporte is a small town of 150 people in
north central Minnesota. A number of years ago, the local officials
discovered the septic tanks and systems were failing and polluting
individual water wells. About that same time, they found a number
of the wells were also contaminated with petroleum. The town
faced two expensive infrastructure problems at the same time.
Local officials contacted MAP for assistance. We worked with them
to hire an engineer who would design an affordable community sys-
tem, prepared funding applications, and completed numerous re-
lated requirements and followed the projects to completion of a new
community water and wastewater system.

In a town of 150 people, it is rare that the local residents have
the time or the capacity to manage this process without assistance.
Much of rural America’s water and wastewater infrastructure is at
or near the end of its useful life. According to the most recent EPA
needs assessment surveys, small rural systems need more than
$100 billion for water and wastewater infrastructure improvements
over the next 20 years just to maintain their current service levels.
Complicating this need is the fact that small utilities have even
fewer customers among whom to spread those costs, making it dif-
ficult to achieve the economies of scale found in larger systems. 