NM

DC

WRITTEN STATEMENT FOR THE RECORD

ROBERT CLARK, EXECUTIVE DIRECTOR OF THE
NORTHERN MAINE DEVELOPMENT COMMISSION

BEFORE THE
U.S. HOUSE OF REPRESENTATIVES
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
SUBCOMMITTEE ON ECONOMIC DEVELOPMENT, PUBLIC BUILDINGS
AND EMERGENCY MANAGEMENT

WASHINGTON, DC
MARCH 10, 2009

Thank you, Chairman Oberstar, Chairwoman Norton, Ranking Member Mica, Ranking Member Diaz-
Balart, Congressman Michaud and members of the subcommittee, for the opportunity to testify today
in support of a multi-year reauthorization bill for the U.S. Economic Development Administration
(EDA).

My name is Robert Clark. | serve as executive director of the Northern Maine Development
Commission, a multi-disciplinary regional planning and development organization serving all 71
communities in northern Maine. Our organization is the EDA Economic Development District (EDD) for
the northern portions of our state. In addition, the Northern Maine Development Commission provides
the management and primary staffing support for Aroostook County Tourism, Aroostook Municipal
Association, Aroostook Partnership for Progress, Leaders Encouraging Aroostook Development, USDA
Aroostook County Empowerment Zone, a Rural Transportation Planning Organization, Northern Maine
Finance Corporation and the Northern Maine Solid Waste Management Committee.
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Madam Chair, EDA has been an invaluable funding source for the Northern Maine Development
Commission and our local government, private sector business and nonprofit community and
economic development partners as we work to create and retain high quality jobs within our rural
region. We support the development and enactment of a five-year reauthorization measure for EDA
with modest program reforms and updates. As a member of the National Association of Development
Organizations (NADO), we strongly endorse the association’s reauthorization priorities and principles.

These include:
e Restoring the local match requirements for the nation’s distressed areas to the pre-2005 rules
e Strengthening local control of EDA Revolving Loan Fund (RLF) intermediaries
e Expanding EDA incentives to reward regional collaborations and partnerships through EDDs
e Increasing the authorization level for the planning program from $27 million to $34 million
e Ensuring EDA programs and policies are modernized to assist emerging industries and sectors
e Restoring EDA regional office and headquarters staff capacity to ensure quality service

This morning, | would like to highlight a few recent projects that demonstrate how we use EDA’s
Comprehensive Economic Development Strategy (CEDS) process, facilitated by our annual EDA
planning grant of $54,000, to identify, develop, coordinate and implement regional and local economic
development projects.

In the Town of New Limerick, EDA played an instrumental role in developing and deploying the energy
infrastructure, equipment and power needed for a major employer to expand its current operations
while also launching a new innovative product line of lumber. The Louisiana Pacific Corporation

(LP Corp) originally targeted at least four manufacturing facilities around the world before deciding to
use its northern Maine plant to maintain its existing Oriented Strand Brand product line, as well as to
produce SolidStart®, a new laminated strand lumber building material that is consistently straight,
weather resistant and of higher strength than conventional lumber.

With $1.1 million in local matching funds, EDA provided an additional $1.1 million to help the Houlton
Water Company purchase and install a new electrical substation that was necessary to supply an
additional 6,000 kVA of power for LP Corp’s expansion. The project also included the supply and
installation of a new secondary distribution system from the substation to the plant.

There are many noteworthy outcomes to this one project. First, our rural region needed EDA’s
matching funds to make this project a reality. New Limerick is a small town located within 20 miles of
the Canadian providence of New Brunswick. The town has only 523 residents, with Houlton (pop. 5270)
serving as the closest economic hub about 10 miles away. It would be almost impossible for this very
rural town to afford the cost of this infrastructure project without EDA’s gap financing.

Second, the project leveraged a $104 million investment by LP Corp that was not guaranteed to occur
within our region or even within the United States. In fact, the company retained and expanded its
facility in New Limerick, while closing three other plants and moving part of its operations to a facility in
South America.
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Third, EDA’s investment of $1.1 million helped our region keep 111 jobs at the existing LP Corp facility
with an annual payroll of $6.6 million. In addition, the company created 39 new jobs with pay rates
significantly above the per capita wage for the area. The company received more than 1,900
applications for these vacancies, reinforcing the fact that these are high-quality, in-demand positions
within our region.

Success in economic development is often about timing, teamwork and the ability to execute plans and
projects. The major challenge associated with the New Limerick project was the availability and delivery
of the necessary electrical equipment, along with EDA’s ability to approve and process the grant in an
abbreviated timeframe. The Houlton Water Company had to bid the equipment supply and award it as
quickly as possible due to the lengthy lead times, which could be as long as 12 months for certain pieces.
The expansion project construction schedule called for the plant to come online in November 2008.
Delays had to be avoided to limit cost overruns and meet the strict operations schedule.

The project was approved by EDA on March 16, 2007, and EDA presented Houlton Water Company with
a ceremonial check on July 5, 2007 to officially recognize the EDA investment. The electrical substation
upgrade was completed by early March 2008. LP Corp pressed the first mat for SolidStart® on March 18,
2008 and held an official unveiling of the new plant expansion on June 10, 2008. EDA played a key role
in the success of this major facility expansion by providing much needed gap financing for the local
power system, but EDA was also invaluable in awarding the contract in a timely and professional
manner. The result is the retention and creation of significant employment opportunities within our
rural region of northern New England, which has a poverty rate approaching 20 percent.

In the Town of Van Buren, EDA assisted with a value-added project involving the paper industry. The
agency provided $900,000 in economic adjustment assistance, which along with a $400,000 local match,
was used to construct a new building now being used to convert off-grade, surplus or culled paper in
bulk into higher value commodities such as notepaper, wrapping paper and other products. The 35,000-
square-foot structure consists mostly of manufacturing and storage space to process, warehouse and
ship bulk and converted paper by rail or truck as the situation demands.

While EDA may be best known for its infrastructure and public works program, the agency also has a
flexible set of program tools and authorities for strategic planning, technical assistance, business
development finance and sudden-and-severe economic dislocation recovery, whether caused by plant
closings, natural disasters or even military base closures or realignments.

In 1994, the Loring Air Force Base in Limestone, Maine was closed, resulting in the loss of 1,100 civilian
personnel, 4,500 military personnel and countless other dependents of the base. Despite this major
setback and the impending skyrocketing of the area’s unemployment rate to as high as 15 percent, the
people of Aroostook County refused to give up.

With help from EDA and other public and private sector partners, including the Loring Development
Authority of Maine, the Loring Commerce Centre was envisioned as a vibrant and successful economic
hub. Today, the former Air Force base serves as a vital commercial, industrial and aviation park with
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over 20 new employers and more than 1,300 employees. Most importantly, many of the companies
located on the campus are pursuing cutting-edge products in aerospace, agriculture, energy, finance,
health care and technology industries.

EDA has been a key partner of the Northern Maine Development Commission in developing a diverse
portfolio of business development finance loan funds. The EDA Revolving Loan Funds (RLFs) set the
stage for our experience in providing seed capital, gap financing and technical assistance to local
businesses and entrepreneurs. It also helped us obtain and manage other federal and state business
loan programs with SBA, USDA, Maine Department of Economic and Community Development and the
Finance Authority of Maine. Our organization currently has loan funds totaling $10.4 million, a
significant amount for a very rural region with a population of less than 75,000.

Each program has a specific purpose and focus area, including our EDA RLFs. Originally, we operated
two separate EDA RLFs with one targeted at providing low-interest loans to new and existing industrial,
manufacturing and tourism businesses who struggle to secure traditional bank financing, and the other
EDA RLF for direct loans to agricultural businesses involved in manufacturing activities. Today, these
funds are consolidated under one RLF program valued at $1.3 million. Over the years, these EDA loan
funds have created 1,619 new positions and saved 1,917 jobs in our region. We have closed loans
totaling more than $12 million and leveraged more than $69 million in private and public sector
financing.

We also partnered with the six other EDDs in our state and Coastal Enterprises, Inc. to establish a
defense diversification loan program. The statewide program was established in 1995 with $3.6 million
from EDA and $1.2 million from the Finance Authority of Maine to support defense conversion and
economic adjustment efforts within the state. In our region, the program serves businesses that had a
direct relationship with the former Loring Air Force Base, as well as those businesses that hired
displaced workers from the base. Our consortium has used $4.3 million in funding to help leverage
more than $44.5 million in public and private financing, while creating 1,361 jobs and retaining 1,120
jobs across our state.

In late 2008, Madam Chair, Congress provided EDA with an additional $400 million for post-disaster
economic recovery assistance for areas of the nation effected by major natural disasters. The Northern
Maine Development Commission is working with our local government members in Madawaska and
Fort Kent to secure EDA assistance for much needed infrastructure improvements resulting from major
flooding in 2008. These projects are another example of EDA’s value to distressed areas of the nation,
especially small urban and rural communities.

The Town of Fort Kent is proposing a $3.5 million project, with $2.1 million in EDA economic adjustment
assistance and $1.4 million in local matching funds, for a separate water and wastewater facility
improvement project. The project will install a new pump station, remove old wastewater
infrastructure and extend sewer lines into an existing industrial park. Water improvements will also be
made, including upgrades of an existing well house and the replacement of old water lines damaged in
the 2008 floods. The flood of May 2008 had devastating impacts upon the downtown business district
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of the community where over 75 percent of local downtown businesses in and along West Main Street
were forced to close their doors until the floodwater receded and much needed repairs to buildings and
inventory were completed.

According to local town records, over 600 jobs were temporarily affected by the flood. While many
employees have returned to work, the return of some local jobs still remains uncertain. Fort Kent has
aptly earned the now famous title of “The Little Town That Could.” What remains, is for the town’s
infrastructure to be repaired and upgraded to a condition that would minimize, or prevent, a similar
flooding event.

Full recovery from floods of such magnitude will require an infusion of private, local, state and federal
funding. The effective coordination of resources continues to be the center of local responsibilities and
objectives as Fort Kent and Madawaska attempt to restore public services to acceptable levels by either
repairing or replacing key infrastructure. EDA’s investment represents a relatively small but pivotal
component that will trigger continued private investment in this affected area of the St. John Valley.

In closing, Madam Chair, | want to restate my organization’s strong support for a multi-year
reauthorization measure for the U.S. Economic Development Administration (EDA). The agency has a
proven track record across the nation, including our rural region of Maine. We encourage Congress to
retain the overall program structure of the agency, with modest policy and program reforms that would
improve the agency. These include reducing the local cost share for distressed areas, strengthening
local control of the RLF program after funds have been lent out and repaid to the intermediary,
expanding EDA incentives to reward regional collaborations and partnerships through the national
network of Economic Development Districts, and ensuring EDA programs are modernized to assist
emerging industries such as technology, energy and advanced manufacturing firms.

EDA has the economic development tools to serve as a vital job creation and retention resource for
communities looking to overcome these tough economic times. Now, the agency needs the stability,
funding resources and support offered by congressional reauthorization. Thank you again, Madam Chair
and members of the committee, for the opportunity to testify today.

| would welcome any questions or comments.



