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AT &ff has formed , . r stnuc!; ~ P with the Ntlfw Market's Equity Fund. It 
has committed trujfo _ siea] fl _ _ ~ _ of at least $30 million dollaxs during the firsl 

year of the FWld' s opemtioos plus similar future commitments; $ 2 million dollars of 
capital for the Fund; t h.as ~ to serve on the Fund's advisory board. 

• r-\'l.. , 
Working with AT&T, as one of its strategic partners, 'dielf und will make invcstmentlt in ,f~JJo 
qualified finru; that meet its due diligence xequiremenlS and tJqet internal rate of return 
(IRR) of 30¾ S¾). This deal flow commitment flcm AT&T alone will MSist the FUlld b 
in achieving ximately 50% of its first year technology budget for companic:19 of this {, r r"") . 
type in the digi technology area. A.trowheed and ATLATL Enterprises !Ile 1W eX110lplt / 
of the types of that AT&T will refer to the Fwid for ~t o.r indim:1 equity } tL...CJ 
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New Markets Tour 
April 9-11, 2000 

MCI WorldCom School Demo, Raleigh, NC 

ABOUTMMDS 

• Multichannel Multipoint Distribution Service (MMDS) delivers wireless broadband 
services to "fixed" customer locations (so-called "fixed wireless") 

• MCI WorldCom has already invested about $1.5 billion in MMDS properties over the 
past year 

• MMDS has wide geographic reach - up to 35 mile radius in most markets; relatively 
immune to weather effects and line-of-site issues have been alleviated 

• MMDS frequencies and relatively inexpensive infrastructure make deployment fast 
and cost-effective (about $2,000 per square mile); Retail offerings are equal or less to 
landline broadband services 

• Technologically and economically suited to serve rural and hard-to-serve areas; offers 
another broadband "pipe" into the home that can also serve as transition technology 
while building out DSL networks 

• Scalable bandwith to serve customer-specific needs ( especially advantageous to small 
businesses who are not reached by DSL) - up to 10 Mbps 

ABOUT THE MCI WORLDCOM COMMITMENT 

• MCI WorldCom will roll out MMDS trials in the following areas: 

► Raleigh, North Carolina 
► Hattiesburg, Mississippi 
► Houma, Louisiana 
► Dothan, Alabama 

• MCI WorldCom will deliver broadband services 5 to 7 schools, libraries and/or 
community technology centers (depending on need) in each trial area beginning with 
the August 2000/2001 school year, and continuing for 10 years, representing a 
commitment of $2 million 



North Carolina Rural Broadband Event - Draft April 20, 2000 

Message points 

• High-speed (broadband) Internet access is critical to the economic prosperity and quality of 
life in rural America. Broadband can bring economic development, distance learning, and 
telemedicine to the most isolated rural community. 

• Today, broadband services are either not available in rural communities or are much more 
expensive than in urban areas. 

• The President will highlight public and private commitments that will help accelerate the 
deployment of broadband networks to isolated rural communities. 

• President is travelling to orth Carolina because the state has made this one of their top 
issues for rural economic development, as part of the Rural Prosperity Task Force. 

Sequence of events 

• President does a tour of Remote Data Systems - a small, 11-person company that produces 
equipment used for environmental monitoring. Company has sales of just over $1 million. 
RDS is 3 miles outside of Whitesville. 

Currently, the company only has a "narrowband" connection to the Internet because 
broadband is too expensive. If they had a broadband connection -- their engineers would 
take Web-based courses over the Internet as opposed to driving 2 hours to NC state, they 
would sell not only the environmental monitoring equipment but analyze the data for 
their customers, etc. 

• President sees brief (5 -10 minute) demo of high-speed wireless technology, using 
Qualcomm equipment. Demo could be downloading a 3-D model of a part that RDS needs -­
could have that side-by-side with a PC with a narrowband com1ection. 

• President has roundtable with: 

Governor Hunt 
Erskine Bowles (moderator) 
NC small businesses 
CEOs and senior execs doing deliverables 
Members of Congress 

• President does speech in Whitesville. 



Potential Deliverables 

1. Rural Utility Service (part of U. S. Department of Agriculture) will expand its $670 
million telecommunications loan program so that companies can use it to deploy 
broadband services. Currently, it is limited to companies that agree to provide basic 
voice service. Change will be made through regulation later this summer. 

2. NSF will commit $10 million of its FY2001 funding for research into broadband 
technologies -- with an emphasis on the needs of rural America. 

3. NTIA and RUS will release a report on broadband in rural America. Report was 
requested by 10 rural Senate Democrats last year. 

4. Qualcomm will commit to providing wireless broadband in 8 rural communities (100 PCs 
in schools, libraries, community technology centers in each community) 

5. MCUWorldcom will commit to rolling out its broadband wireless service m 3 
communities in the South. 

6. Red Hat (a North Carolina-based Linux software company) will provide free training to 
100 rural small businesses in the use of its software. 

7. Skybridge -- provider of broadband 2-way satellite service -- is willing to provide 500 
free connections to rural areas for one year worth $2 million -- but service will not be 
deployed until 2003. 

8. Other possibilities as well. 

Potential areas of controversy 

• Everyone agrees that broadband is a good thing - but different views on how to do it, and 
complicated interest group politics. 

• Governor Hunt's Task Force has called for tax on NC phone bills to help pay for high-speed 
access in poorest rural counties. NC local telephone companies (GTE, Bell South, Sprint) 
are arguing both that there is no problem -- or that the fund that Governor Hunt is proposing 
isn't big enough. 



• 
Record Type: Record 

To : Jackson T. Dunn/WHO/EOP 

cc: melissa@redhat.com, bryans@darkstar.schwartz-pr.com 
Subject: Re: Red Hat and Digital Divide 

Jay, here is what Red Hat, Inc. can do to help the program to bridge the 
Digital Divide in North Carolina: 

1. Donate copies of Red Hat Linux, which is the operating system of choice 
for web servers , Today about half of the Internet is running on Linux. This 
donation will help poor rural communities and school systems to get online. 
Red Hat Linux also includes many applications, including office software, a 
word processor and many other productivity tools. This product has been 
named Product of the Year by lnfoWorld for four years running, so it's the 
good stuff. 

I can't say how much software Red Hat will donate, but they've told me "as 
much as it takes ." I suggested 500 copies to start, which they said is 
fine. Please note that this is SERVER software -- not desktop software -­
so each copy powers a system that serves many people, not just one. 500 
copies of server software is alot. 

Open source software is inexpensive, so this has a value of about $40,000. 

2. Training. The most important part of this is not the value of the 
software, but the value of the training. Red Hat, Inc. is known to run the 
best and most comprehensive open source and Linux training in the business. 
To have the title of RHCE (Red Hat Certified Engineer) is an impressive 
calling card in the open source software world. 

To help bridge the Digital Divide in North Carolina, Red Hat will open up 
one or two slots in each training class to qualified people from the target 
groups to audit the course. Courses are: 

Introduction to Red Hat Linux 1 
Introduction to Red Hat Linux 2 
Red Hat Certified Engineer Training. 

Each cours • - days and runs weekly. Each is priced between $2 ,000 -
, so two at ndees per week times 50 weeks gives this a value of 

a out $225,000 -- a nice contribution from a small company. What's more 
im 0 t ugh , is the opportunity this training will provide for people 
to become very qualified in what is now the fastest-growing area of the 



• 

software industry. 

Jay -- I don't know the mechanism through which we'll identify the 
communities and people who get training and software, but this will be 
fa irly easy to work out. 

Finally - Bob Young, co-founder and chairman of the board of Red Hat, Inc. 
will be the exec to participate. He's famous in the software world . 

At 05:32 PM 3/27/00 -0500, you wrote : 
>David -- when you have a moment, could you please call me about the 
>President's upcoming trip - 202-456-7702 . Thank you . 



Thomas A. Kalil 
..,.,...,,...,...,,...,...,...,....-,.;-,r-..,..,.-,..,....""P"<T"1.---------~/ 
03/28/2000 05:10:40 PM 

Record Type: Record 

To: Natasha F. Bilimoria/OPD/EOP@EOP, Gigi E. Georges/OPD/EOP@EOP, Jackson T. 
Dunn/WHO/EOP@EOP 

cc: 
Subject: New Markets Tour 

---------------------- Forwarded by Thomas A. Kal il/OPD/EOP on 03/28/2000 05:08 PM ---------------------------

Maura Colleton <Maura.Colleton@wcom.com> 
03/28/2000 04:07:43 PM 

Please respond to Maura.Colleton@wcom.com 

Record T e: Record DETERMINED TO BE AN 
YP ADMINISTRATIVE MA.j:INA 

To: Thomas A. Kalil/OPD/EOP INITIALS: J M DATE: ).. (ti ~ 1 
cc: ~ 017 ..:.. 0 ;;1. (.I ) - ,:: 
Subject: New Markets Tour 

Privilged and ~I 

Tom: 
/ yrP 

Here are the areas we're considering for trial rollouts of MMDS (we 
currently have trials running in Boston, Baton Rouge and Memphis) Raleigh, 
of course, we're already doing, and we are prepared to announce 3 more from 
the list below. We would commit to having trial service up and running 
within 90 days (we can't say it's commerical until we're authorized to do so 
by the FCC - filing window opens July 3) in addition to reaffirming our 
promise to accelerate deployment of MMDS in rural and under-served areas in 
the states of the Southeast, the Southwest, the Pacific Northwest and the 
Great Plains within in a year after the close of the merger, plus our pledge 
that we will roll out MMDS in a total of 100 markets by the end of 2001. 

Here's the list - again, we can pick 3 from these: 

Dothan, AL 
Columbus, GA 
Gulf Coast Area, MS 
Jeffersonville, GA 



Lafayette, LA 
Pensacola, FL 
Hattiesburg, MS 
Houma, LA 
Huntsville, AL 
Tallahassee, FL 
Tuscaloosa, AL 
Gasden, AL 

Let me know. 

Thanks, 
Maura. 



£ t. Thomas A. Kalil 
1'V: 03/30/2000 09:08:28 AM 

/ 

Record Type: Record 

To: Gigi E. Georges/OPD/EOP@EOP, Natasha F. Bilimoria/OPD/EOP@EOP 

cc: 
Subject: RE: Wireless broadband 

Language for NSF deliverable 
---------------------- Forwarded by Thomas A. Kalil/OPD/EOP on 03/30/2000 09:08 AM ---------------------------

Record Type: 

"Bajcsy, Ruzena" <rbajcsy@nsf.gov> 
03/30/2000 07:41 :00 AM 

Record 

To: Thomas A. Kalil/OPD/EOP, "Bajcsy, Ruzena" <rbajcsy@nsf.gov>, "Strawn, George" <gstrawn@nsf.gov> 

cc: 
Subject: RE: Wireless broadband 

This is fine with me, 
Ruzena. 

-----Original Message-----
From: Thomas_A._Kalil@opd .eop.gov [mailto:Thomas_A._Kalil@opd.eop.gov] 
Sent: Wednesday, March 29, 2000 4:28 PM 
To: rbajcsy@nsf.gov; gstrawn@nsf.gov 
Subject: Wireless broadband 

This is what we were planning on including in the 
WH paper for the President's digital divide tour. 
Let me know if you have any comments. 

Next-generation broadband technologies for rural America : 

The National Science Foundation ,will increase its research investment in 
broadband technologies by $10 million, with a particular fncrrs-urT-tmf'needs 
ofrural America. Improvements in the state-of-the-art of broadband 
technology (e.g.__gi:.eater ca acit _, Ion er ran e increased two-way 
capability) will result in faster deployment of high-speed Internet access 



• 

in rural commun ities. 
Rural communities face unique challenges in gaining access to broadband 
services, because of longer distances and lower population densities . 
Since NSF supports university-based research, th is initiative will also 
increase the supply of undergraduate and graduate students in techn ical 
fields with insights into the chal lenges of providing br9adband 
telecommun ications to rural areas . 



Record Type: 

Betsy.Kim@sba.gov 
03/30/2000 02: 13:26 PM 

Record 

To : See the distribution list at the bottom of this message 

cc: Irma L.Martinez/WHO/EOP, Michele.Kreiss@sba.gov, kris.swedin@sba.gov, James.Ballentine@sba.gov 
Subject: RE: possible deliverable for Raleigh/Chapel Hill 

p.s. announcement c90id be made at K-F B siness Scnool in ~ hapel Hill (they 
have an auditorium that seats 400-500 . could have a roundtabieevent­
featuring CEOs of participating corporations, reps from non-profit orgs and 
reps from Keenan-Flagler B School talking about digital divide and what 
different sectors (corporate, non-profit & educational) are doing/can do to 
bridge divide. 
> -----Original Message----­
> From: Kim, Elizabeth 0 . 
> Sent: Thursday, March 30, 2000 1: 13 PM 
> To: 'gigi_georges@opd.eop.gov'; 'thomas_kalil@opd .eop.gov'; Natasha 
> Bilimoria (E-mail); 'kpgoldbas@hotmail.com' 
> Cc: Irma Martinez (E-mail); Kreiss, Michele L. ; Swedin, Mary K.; 
> Ballentine, James C. 
> Subject: possible deliverable for Raleigh/Chapel Hill 
> Importance: High 
> 
> << File: #2L01 !.DOC >> have a great potential announcement for 
> Raleigh/Chapel Hill Research Triangle area. Keen~ ler Bu~i~ s 
> School , recipient of SBA 7_(j_) grant is involved in a project that is in 

> i - ancy stage at this point, but with possible Presiderit ial visit could 
> may e g commitments firmed up. They are discussing development of a new 

~ > Technology Learning Center that will provide the following: ~, 
> 
> 1 . State of the art computer lab school for underprivileged youth 
> 2. Non-profit organization cepterJa belp bciog.,;io_i;i.p • • to the 

i ge 
Incubator for minority- and women-owned e-commerce focused b 

> and Bank of Americ3 (see attac e proposal on Bank of 
> America/Kenan-Flagler Community Development Fund that we submitted for 2nd 
> NM tour back in Nov). 
> 
> 

I[] -att1 .htm 



' 
Message Sent To: 

Betsy.Kim@sba.gov 
Gigi E. Georges/OPD/EOP 
Thomas A. Kalil/OPD/EOP 
Natasha F. Bilimoria/OPD/EOP 
kpgoldbas@hotmail.com 
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. Millicent Y. Hodge, Esq_ DATE: ··4/ll/O0 

NcW. Markets Equity Fund PACES! ·4 . 

Coinitient: 

Kendra, 

N0 . 104 

Page 1 

Please find attaclxd infbnnation regNding die NOI1h6:utilinaproJect of~ Space & 
Tclecomnmnkations, Inc. Am>wilem is one of the biFJi-ta:h :6ml that we·~ that was 
~byAT&T. 

Please do not besi1ate lO ~l me st 202-484--8454 if you need· additional infonnation. Thanks! 

M.il.licesJt 

. ' . . . . •• . . "' . . . •. . . . . . ' . ... .. 
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Np. Mtirkets Etifw:™~ _. 

-Ng11h ·¢•t!liii! !\I!!!~~~-

An histOrfo ~p between AT&T; the N~i~kets Equity.Fund (~F"). a 
rninority:-<>wne-d and operated.. priva~ equity fund-focused .on making equity investments 
in firms _ looat¢<1 in pQor-and workittg· class commliiUties ·a~:, uibaD and rural· Amtrica· 

• and •. Airowhead Space and TelecommW1icatio~i : .. Jiu~ a highly successfui . . Nativ~ 
American femafe-owned 'high technology oompm,y eAntowhead••). • ·The· three partners 
wil1 work together-to find ways tQ help Arrowhead {a)·grow and diversity-through the use 
of equity; {b) create good jobs in underserved markets; and (c) to help bridge the digital 
divide. 

Bank of America may also announce its intention to·make a significunt investment in the 
NMBF. 

Norlli-nt'c>tina ~ject 

In October; l.999, ·An'owhead established ATLArt~·· Inc:,· ·a for.profit business with its 
headquancµ, in Lmnbertan, North Carolina. ("ATLATI/~). A'ILATL will will pi:ovide 
stat.e"()f-the--art technology supp()rt gervices in telee<>.rmnunications, . the. Internet,_ wid 
electronic commerce to corporate· and government entities. A TI.An will also provide 
·computer recycling and disposal services. 

The word ~'A TLA TL,~ is litaally. def med as ''lndian::lbrowiug Stick/• . The atlatl was 
used by American· Indians from the 1600s -as a means-.to launch a· spear further and with 
greater impact. thus Making it easier for a hunter -to .feed· hWher f~ily_ Acconiing to 
Arrowhead, AUATL will be_ a. modem day .Jaun:cij~-tbat win. otfer .· the residents of 
Robersoil-County-m ·opportunity for 'tlllining, meaningful employment and the means to 
earn a living to feed.their families. • 

In March 2000i Arrowhead rei;ponded to a RFf isaued-byihe Navy/U.S. -Marine Corp· to 
repltwe 350~000 existing c.omputers over the next 3 to ·5 .y~ars. Adeci.sion will be made 
on the proposal in June of this year. _ Regardless of the outcome of the initial March 
proposal, .Arrowhead, through ATLATI., will solicit- the Navy/U:S . .Ma:rioe Corp to 
dispose, refurbish and salvage the old computers ~tare to be. replaced under the initial 
RFP. Arrowhead and ATLATL believe that they ·m-e stra:tegieally positioned, as an 8(a} 
eompany and a m~ntee of AT&T . . to-be the recipients of such business. 

A TLA TL will employ between 50 and 100 people who wiU'disasseruble and salvage the 
most valuable mid-environmentally sensitive campuie1'.:paits; Jn addition. it will salvage 
parts that can he recycled into ·a growhlg. number of. alten:iative so-called <green' uses 

, ,, ,. 

. : ~ .• ', ' . 
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(e.g:)>l~i{ ~asit\gs -that can. ma.de wto weatbe~)~~istrmt. ·building :.ma~ls,) An 
~onal-~fit Qf ~ ~ TLA TL operation is that ·a.1hnited ruunber --of the ·wmputers 
will be upgraded._·and distnbuted· to ~chools, librariea· and community centers in Robeson 
and surrounding counties. 

A~ kl Arrowhead, this injtiatiw is not. only a v~bie cost-effective· solution for the 
Federal Govemm~t :9:l1d prlvate &ecror :companies:. ~ :.~ stockpiling· ~d comp~ in 
~hous~ ·but-Will-also .provide en'lployment. :.·o~tie& •• aild_ ~m~te .. private · sector 
i.nvf!stme.nt•in.a dis'tr.esscd COIImltm.ity. In· additl~. th.iS ·effort wm sup~:rt the "Welfure 
to WOtk Initiative." • 

As a rcswt. AiLATL wm help-this rcla1ively poori~ion-~fnuai N~rth-Carolirui bridge 
the digital di Vi de in· two important ways. First, many :of)he A TLA TL job opporronities 
wiH require the tr,!iining of employees in basic computer -and electronic skills. As the skill 
base .. of ~ workforoe grows, civic leaders nntitjpate •. that it will help attnlct mote 
sophisti~ employers. in ~ of new labor .poo~ . imtlwting -employers involved . in 
the digital -economy . • The second ·benefit w:ill reinforoe·the .fint as mcmnmd more young 
people tUl<f: others gain regular and routine ~cess to . computen .and the lriternet through 
the distribution of surplus computers to tribal and other-schools, and community groups . 

R..c)besoli :C!J11n~ 

Lumberton, fue:co~ty seat for Robeson, is located-:on .:1n·~:te I-95, .. I-O0 miles south of 
the R.weigh-Duthain~Research Triangle and 130 milcs ·_from Chartotte .. Two . tail . lines 
etlso service ~ county. The Native .American. fourLde't ·and CEO-· of. Arrowhead Space 
and Telecotru::tnmication, Inc., M-s. Mary Ann Elliot, ·grew up in the county and created 

. the business plan. for A 11,A TL as a way to .. bring a s~_ous business into this extrctne1y 
poor -rural community. The county is approximately: ~third African-American, one­
third Native Aniencan from the Lumbee and Tuscarora:tribes, seven percent Hispanic, a 
small fracti◊n Asiari.;..;Amerioan and the remaJning-... aie·, considered white Anglo-Saxon. 
Unemployment in·_thc county is consistently .. among the::filgh.~t in ilie state 'and minimum 

• wage agriculture is .the largest empJoyer. The SBA hruJ designated. thf\ ·~tire county a 
HUBZone (Historic:a:l:ly Underutilized Business· Zorie,). . -Therefore:. qualified businesses 
locatedin the county would be given special preferences .. in•federeI contracts-

. . .. 

The Governor of Nriith . Carolina has designated . parts: c:,f,-i.'{c,beson County as. Economic 
Development Zones; where mortflhari 20 percent of-the.: popumti.on is. below the poverty 
Jevel As a result of this designation. the area receives -additional State incentives for 
worker training andjob creation. 

The Robeson County· Communi.ty College has agreed· 'io' provide customize technical 
training. including the use of computers., through ib v:ocational training program to the 
ATLATL employees recruited from th~ locw comm~ity. The University of North 
Carolina at Pembroke has expressed interest in· expanding their cummt teaching and 
n~in.8 programs to include assistance in the establishment of a head start program for 

2 
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ATLATL empi~yee's pTIM»chooI children and .beaith", ,awareness training for the 
employees. The Lumberton City Manager~ the Lumberton Chamber. of Commerce and 
the ·Minority Development Cent.er lulve committed· thtir business development resources 
toATLATL. 

Ge,e:i;,d JJa~ gn A!T9!!:head 

Arrowhead is a Virginia-ba.s«i. technology compariy°·.owned and opetated by a ·Native 
American woman· who is a mem~ of the Tuscarosa-.Tri.be. The company was admitted 
to SBA's 8(a) prognm in 1995 and bas 4 years rema.itimg in·the program . . 

. : :• : .. ··:. :\.;_;;;;,,._:.-:.:~;.:_:;.;.<;=,•: _:,;.:~::':.:: .. :.:, • .-·i: •::,:-i:::.;::~:,:::• ·0:-.:.,:::·~\·i .. ·:: :_ .... Arrowhe'a°a::i~'.widely kno:wn· fur its .technical 
;:::publiCi.Ui~{ ·. :growth· . record . and other 
/ honors~ .. :_ia:·~dition . to oomg it . protegt!' of . 
\:·AT&T • ~ .et: ·die · Departmefit • of Defense's 
·:· -Mentor •· hot6~ program~ the company has 
:- •. ·been • included in the Washington 
:':."Technotogy .. Fast SO for the past three years, 
i:-and -tn •.the "l998 INC 500~ an independent 
:.-:-compilatioi1 of America's . fastest growing 
:>private . companies. The Virginia Chamber 
·:·. of Comm.ere.~ recently recognized it as the • 
.• • top technology finn for 1998. 

3 
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~ VFNTI.JRESAssoc...LLC 

To: Ms. Kendra Oolbas FAX: 619-.8000 
NEC 
c/o Corinthia 

FROM! Millicent Y. Hodge, Esq_ D•n:.: 4/3/00 

RE: New Markets Equity Fund PAGES: 13 

Commcnt: 

Kendm, 

NO.092 

Page 1 

Please :fiml atmched detailed infonnation regarding Amlwhead Space & Telecommunications, Inc. 
Alrowhead is one of the high-tech firm that we discussed that was reoommended by AT&T. 

Plaise do not hesitate to call me m 202-484--8454 if you need additional inimmation. Thanks! 

Mllicent 

1 

♦ • • • .. • . • • • • • " • • ■ • • .. • • • • • 
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Arrowbead Space and TechnoloeY 
Corporate Capabilities ·· 
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Arrowhead is a Native American. woman-owned, small ·disadvantaged· business, specializing in 
professional engineering service-s for telecommunications an.d-i,nformation technology 
applications. The Company CUl'TentJy has 83 employees and-is. based in North:etn:, Virginia and 
is expanding operations to rural North Carolina. The Company has been in operation for 
approxin1ately 9 years and is currently listed as part of the governmental s~ progrnm with four 
years remaining. 

1he Company is currently pursuing initiatives to .form a subsidiary to rcfurbi~ salvage and 
dispo..c.e of computer equipment. The Compm1y plans to locate·the newly formed company in 
Lumberton, North Carolina where the ethnic make-up of th¢ community is 33% Native America 
(Tuscarora Tribe), 33% African American and approximat~ly 7% Hi~panic with the remaining 
made up ofa mix of other-ethnic backgrounds. The Company chose Lumbert.on North Carolina 
for its new location t.o help groYJth the surrounding community that has been .plagued with high 
unemployment, high poverty and.poor healthcare. Refurbished computers. will be donated to 
surrounding~ schools and oi:-gani.zation~ to help b.ridge·uie digital divide existing in the 
surrounding community. AST has received significartt ·re·sponse from ·the US Marine Corps as 
well es major corporation~ such as Lockheed Martin, IBM :an.a AT&T. expressing a desire to 
dispose of unneeded computers through AST. The Company views this future venture as an 
opportunity to build the economic viability of a community· and engaging in what could be a very 
profttable venture. 

The New Markets Equjty Fund ("NMEF") developed this -relationship through its.strategic 
relationship with Winston Smith. Director of SupplietDiversity at AT&T. NMEF views this 
potential investment as an opportunity to partner with a high.growth company that continues to 
positively impact the economic viability of surrounding communities while efficiently managing 
its operations. 

Below is a brief discussion regard.fog Arrowhead Space and _T~ology (the ··company" or 
'""AST') capabilities in telecommunications. and infonn~tion professional services. 

Telecommunications 

Arrowhead's corporate teJecommurucations capttbillti«; iii6lude e:densive experience in the 
program management. engineering-design, integration., iti"stallation and testing of commercial 
satellite Very Small Aperture Terminals (VSAT), in transportable or fixed-site configurations. 
The Company has installed terminals throughout the world ·for both the US Government and 
commercial clients. AST engineers _have performed site survey:,, installed! tested, operated and 
maintained the communicati:ons network in support of the-peacekeepers in Bosnia. 

As part of its _telecommunications 5er,,ices, the Company -produces realistic assessment~ and 
recommendatioru concerning project feasibility to provide its clients with investment 
confidence. · AST' s independent verification and validation studies, for example) analyze 
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For example. AST played a ~aj.orrole in the Department or'Defettse's transition from military 
satellite systems to commercial satelfite communication service providers. As part of its service, 
the Company provided: 

• Lif~ cycle cost analysis on eac.h o{the U.S. owned and oontrolted proposed Mobile Satellite 
Servi{;e (MSS) systems and Irunan2it . 

• An analytical research report on commercial and military s·atellite systems for a Department 
of Defense client 

• Quick reaction support for SPAW AR (PMW-176) to analyze the worldwide down-link 
coverage for Cable News Network (CNN) broadcasts • 

• Recommended strategi~s for leveraging commercial SATCOM systems to satisfy Navy 
requirements; 

• An independent verification and validation of a proposed LEO system design for a major 
international venture capital firm. 

Telecommunications Bandwidth Services 

Along with the above telecommunications services, AST designs.diverse and redundant 
international wide area networks (WANs) that satisfy demanding technical criteria for the correct 
blend of equipment, software and transport media t()·ftdfHl ea.chdient's availability requirements 
for voice, d.at3., fax and video commuriicntions. The Compa.nyii:J.s·o procures and insTAllH ground 
segment equipment to support client requirements. AST' is· aJ:so ·a lier;nsed reseller of terrestrial 
and satellite band'Y.i.dth services. By leasing bulk transmission capacity, AST is able to provide 
partial transponders and occasional-us·,: 'transmission services. 

Spectrum Management 

"Spectrum" refers to the electromagnetic spectrum in which an radio-basc:d equipment must 
operate using -assigned frequencies_ i'Spectrum Managemeniu encompasses a wide range of 
activities associated with the allotment, all-0cation, and assignment of radio frequencies for 
various telecommunications services. AST maintains a small; bot highly expert core of 
professional staff and consultants who stand ready to assist ~lients with advice and assistance to 
resolve spectrum issues/challenges. The Company offers: 

• spectrum planning and research services 
• specuum certification services; spectrum requirements and usage analyses 
• operational assessments (cost and mission impacts) 
• customized spectrum database development . 
• mitigation strategies for harmful frequency interference:problems, etc. 

AST has the capability t..o provide n wide range of spectrun{services and technical solutions to 
spectrum related issues, The Compnny's engineel'5 have developed automated tool3 and software 
programs such as spectrum utilization databases and satellite bandwidth dat.abases to help carry 
out its w-0rk fa this area. AST' s engineers have the background. experience and contacts to 

Gl03 



04/ 03/ 2000 17:44 HUD-PD&R ➔ 94565334 
2023715458; 

ND . 092 
Page 4 

,\ erit !3 :;, : WHE::AT ASSOC INC; Apr-3 - 00 4:13P M; 
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develop strategies, assessments and analyses in support of'high.· 1evel meetings in whlch bilateral 
satellite issues and international . frequency sharing issues are rtegotiated-

The Company's l]ast telecommunjcations clients include but.are not limited; 
• the Joiot Spectrum Center (JSC) 
• the U-8. Anny Spectrum Management Office 
• the Pentagon. 

Most recently, Arrowh.ead has undertaken a thorough. stud)'6f broadband satellite 
communication systems. These systems will use the frequen~y band·s in .the gigahertz range, such 
as Ku-~ and the newly available spectrum bands, such as J<a:.., Q- and V-bands. By conducting 
this comprehensive look at planned broadband systems, Arrowhead has developed a an 
undersm.nding toot will allow il to advise: of the potential opportunities w,d ch11llenges which wiU 
be presented by operation in these higher bands. 

Infonnation Services-

Arrowhead employs the latest methods, standards, and tools to assist clients in analyz.ing their 
needs and initiating cost-effective strategies. AST life cy~le services inchuie systems 
integration, design, development. testing. operations, and maintenance, business proc.ess 
reengineering, and Intemetvbased interactive multimedia traini.ng. With a broad combination of 
capabilities. Arrowhead has devised distance learning progTIUTis for rernot.c locations available to 
students, on deman-d. 

Arrowhead is the training systems developer for the Joint- Aininunition Manag~ent Standard 
System program. Tht: training system, -wltich is integrated into logistics applications, will provide 
the user with on-demand training, including introductory (f~iliari~tion) training, sustainment 
training and context sensitive help via il viu-ieLy of multimedia-AppUcations. This effort includes 
the development of the system architecture, integration into Ii modified Commercial-Off-the­
She!f software package, and wide area network application. combined with the w~e of web 
technologies and formal classroom training. 

When the Bureau of Indian Affairs (BIA) in Albuquerque NM, had a requirement to modernize 
their Radio Frequency Management program, they contract~d ATTOwhead to design and 
implement an Oracle database custom tailored to meot BIA needs. In the development of the 
database, Arrowhead created. systems diagrams and digital maps . of the locality of each BIA 
radio system. After system irt.stallation. Arrowhead provided'.training and. Internet interface to 
al.low BIA personnel to access the database from anywhere m the country. Arrowhead remains 
W1der contract to provide maintenance. support. 

Professional Services 

Arrowhead maintains an outstanding capability to provide pro gram· suppor1 services that incl udc 
engineering technical studies, corporate strategic planning, administrative staffing. program 
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n:i.ans.gement,. rnanagement"consulting, program development strategies,-and. corporate and field 
support services. 

The Company' s·program support services division cUITcnt1y ·suppons the Federal Highway 
Administration (FHW A) with Anowhead employees in three· 'facilitie$, providing administrative 
support ranging from receptionists to executive secretarial to database.support for various 
offices. AST provides rapid rtspon~ to both long and short ttjin: project and program needs. 
In the Federal Railroad Administration (FRA}, AST provide-ct- an ad.m.inistrative assistant to the 
Acting Director of the Office of Minority Rights. Thlsempi(ryee coordinated file organization 
and macagcment support during the ofFRA•s recent major office renovation. 

On the commercial side, Arrowhead b.as provided AT&T with personnel for slwrt-term needs on 
Q variety of projects sin.ce \ 994, . These projects include: 

• ~ng. writing. and editing proposals 
• providing graphics support for technical deliverables 
• engineering technical -solutions .. 
• and writing and coordinating AT&T issued requests for:proposal (RFP) and 
• evaluating the subsequent proposals. 

Arrowhi!ad's staff has provided a broad spectrum of program.' office: support that includes 
workihg with development contractors-and the program. 9-ffiee tq usu.re orgl:trtlzation of program 
management, logistics management, proj'ect monitoring an<freporting, data collection, bu.dgeting, 
accoqnting1 performance auditing, am\'.,administrative/t.echnical' support for conferences and 
training programs. AST is provides program planning,- budgeting-and :execution; creatiott. of 
requirement docum<mtation tv im;luoo sy:>lem and op¢rational ~uirements and budget reviews; 
establishment ofpmgram baseline, and monitoring progress during performance of the work. 

Previous. Announcements· Involymg Arrowhead Space and Techiiology 

Arrowhead is 1'Top Technology Company" in Virginia & N~~ber Two in OveTaJ.l Growth! l ! 
Falls Chun:h. VA, February 11, 1999: 

• FEBRUARY 1999: Anowhead Space & Telecommunications, Tnc. is pleased to announce 
their selection mnongthe Top Five of Virginia's Fantastfo•Fifty small private corporations 
for the second year in a row. More than 3S0 nominations·~e received for the l 999 award, 
which is granted annually by the VirginiA.Chamber of Commerce -jn a teremony in 
Richmond~ Virginia. The ·n~m:inated companies are ·ranked· based on. growth. To be eligible, a 
company must have. positive revefrue growth and positive net income for their most recent 
year. Arrowhead docwnented growth of over 1278% forl9·98. 

• Deloitte and Touche named the corporation in their annuahmrvey of Virginia'~ Technology 
Fast 500 

• Washirurton Technology recogniud Arrowhead in their.annual survey of the 50 fastest 
growing technology companies in the region for the past ·three yeal's. 

• Inc. Mf!gpz'ine listed Arrowhead among the 500 fastest-growing private companies in 
America. 
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• Mary Ann Elliott, Arrowhead's: President and CEO. was recently honored. by Defense Daily 
as one of the 40 most influential players in global defense and national security. 

• [n recognition of her energetic support of the: small business .comin.Unity) the Small Business 
Administration selected Ms. Elliott as the Minority Small Business Advocate of the Year . 
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Mary_ Ann 'EIIJott 
'•. Pn,sidvnt & CEO of Arrowhead Space & 

'fet&eomrnunicatidna; tnc. 

Mary Ann. ~11iott, Presjdent and Chief Executive 
Officer of Arrbwhead Spa~ and 
te1ecomrrtuhications, Inc ., Fairfax, Virginia Is a 
;recognized expert ·tn Wfrelass, mobile satemte 
·services and international· private satetlite 
:networks, A frequent lecture-rand-author on the 
.. subject of sa~llte services, Ms. Elhott founded 
.her own sMalt'b't:JSin:ess. in. January 1991 . 
Arrowhead, n~m,~d to reflect her Nati've 
American heritage, provides engineering, 
;management;-and marketing research tor 
:Industry, government; and flna·noial institutions. 
... . .. · 

Ms. Elli.bit began her ~are&r'in 
telecommuhlQ~tiQns in 1975:following the death 

of her husband. At the time she had little formal educatlon ::af:id few.job s~ms. What she did 
have was a wiUingn:es$ to study, unbridled enthusiasm, _treri'lendou~ energy and an aptitude 
fot saJes and marketing. 

From her entry-4evel job with Mo'torola, as their first female in' the traditlonal Wireless . 
terres1rial market, she moved Into the new technology fiElfd of satellite-naVigation and 
communication. Prior to starting her own business, shedH~ld ·mana·gement poslt1ons with 
COMSAT lnternattonal, Conters American Satellite Divtsjon, Talon Techn·o1ogy and 
Navidyne. Her professional background includes the first gl6bal. mobile satellite network, 
rnmarsat. and both international and domestic fixed satellite services. 

She is active in the Armed Forces Communications and .Electronics Associatrons (AFCEA), 
a board member of the United States Coast Guard.·Foundation; serves on the Small 
Business advisory board's for AT&T a"d NASA, and ls.the Past Chairman of the Board of 
Directora for the Washington Space Business Roundtabie, a ·group devoted to commercial 
Space development for the benefit of all m~ntdnd. She was·recently. honored by Defense 
Daity who named her among the 1140 most lnfluenfial ptayers in g·1obal defense, aerospace, 
and national security." 

Undet her leadership, Arrowhead has grown from first .yeaf revenues of $70 thousand and 
a staff of one to revenues of $6 million and·a staffof·more than 80, with headquarters in the 
Northam Virginia area and field offices in three countries~ 

MlHy Ann's ·heritag.e includes the··luscarora and Lunibee lndi~n tribes of Robeson County, 
North Carolina·: She has·three chUd-ren and four g'randchildren and currently resides 
outside of Washington, DC in the Northern Virginia area.· · 

http://www.arrowhea.dsatoom/pe.ges/pbio~htnl 4/3/00 
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Forbes Magazine, Top 500·Compan'ies in the .nation, 1998.:and""{.999 
Fast 50 Award, Washington .Technplogy, 19~6. 1997, 1998 ~nd 1gg9 
Smal.l 8usiness Adminis1ration, Minority Advocate-of the Vear;-1998 .. • 
National Mimnity Business CouncH,. Small Business of the Year F.iriaJists, 1999 
Top 40 of the-worlds most influential players in global dafense, aerospace and national 
secu.rity, Defen•se Daily, 1G98 . . • • 
Inc, Magazine, Top 500 Companies in the nation. 1998 .. 
Vrrginia Fast Fifty, Top Techno1ogy ·_Qompany in the State; 1999, Number 31 1998 
Fast 50 Award, Northern Virg1nla-Technology Council October 1997 
Lifetime Aehtev~mentAward,. Women in Asrospace, September 19.97 
Ma3ter En.trepreneu-r f Sma11.8usiness of the Year, Stap~s·offi~· Supply August 1997 
Blue Chip Enterprise Award, US Chamber of Commerce, Jone 1997 

Un.ited States Coast Guard Foundation - Board of Directors 
Mobile Satellite Users Assc,cra1lon ~ Advisory Council . .. 
University of North Carolina at Pembroke - Native Ame·ctaan Endowment Program 
Georgetown University's Communications Culture, and Technology Program, ~ Advisory 
Board .. .. 
Washh1g1on Space Business Round Table .. Past Chatrman of the Board and current board 
member • .. 
AT&T, Supplier Advitoty'Oevelopment Counell, Boerd ·Me,niber 
NASA, Minority Business Advisory Counci\ 1 Board Member 

@AMPLE L1$T1Pif(9f P:ve1.s1cA.T~QNs: & sPeecHes·:.:..'·: •• . . . •. : . • . . . • : : : I 
Washington Regional Small Business Council, Keynote _Speaker Annual meeting, 11199 
Lockheed Martin, Native American.Awaren-ess Month, Keynote Speaker\ 11199 
Western DOD Small Business Annual Meeting, ContribLitiqn·s of the Native American 
Business community and Small Business Concerns, 11 /99 . . 
Virginra Purchasing Managers Annrnid Meeting, Keynote Speaker, Launch into the New 
Millennium, 11/99 . 
National Contract Managers.:.A$S.QCi'ation, World Congress,· Native American Issues and 
Bustness Startup panels, 1998 .• . . . 
Broadband in the 21st Century; by Mary Ann Elliott and.·.setsy Kulick, August 19'99 
Vla Sate/Ute Magazine, Mnital'Y u~e of Space into the. New Milleniumf June 1999. 
AFC EA West. Small Business Symposium, Chairman ·of Mentor Proteg6, SBlR, and 
Creative Fjnancing pene~s. Ja.nuary 1998 . : . . . . . 
N~v.~Land Anny Space C.Qmm~. Internet In the Skyl .The Future of Broed:-Band Sate/Ute 
Systems, Dec-2mber 1997 and January 1998 . 
L.eaders Magazine, "The Socia~ lmpHcations of the Teleeommfrnicatlon Revolution;" July 
1997 . . · 
AF:CEA TechNe~, Frequency Reallocation Issues for DoD, June 1997 

http://www.arrowh«dsat.com/pages/pbio;htm 4/3/00 
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Leaders Magazine, "Creatlve ·Government / 6U$ine~&·Pa·rtner&hips," .July 1996 
J_~r:tt Chklfs of Staff, Integration of Commerr;ial Satellite Services and MUitury Payf68ds. 
June 1995 
Jnmarsat in the 21~t Century, by Mary Ann Elliott and · Betsy Kulick, June 1995 

~FFfLIATIO~$ : =· 
Woman & M~norities in Defense - Task Force member 
Women in Aerospace . . . . 
Women in Technology and Women Business Owners Subcommittee 
M,D/DC Minority Economic Dev~lopment Council- Member 
AFCEA, Small Business Sub.-Com.mittee 
Wa$hington Chapter of AFCEA - Corporate Member • .: . 
Society of SateUite Profess.ional's lntemaiional - Corporate Member 
Natrona! Space Society - Member 
Navy League - Member • . · 
Serves on numerous additional community fund-raising arid membership·committees for a 
variety of charitable organizations. 

http:/ lwww.BJTOWheadsut.com/psges/pbio .hun . 4/3/00 
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• 
Arrowhead provides quality services to government, industry, and re·search institutions in three 
distinct areas: 

► Telecornmuc.ications 
► Program Suppon Services 
► Information Technology and Training 

These ~ervices are provided through a str-eamlined organization with headquarters located in Northern 
Virginia. The headquarters facility hAs a Top Secret fadtity clearance !lrtd many of our personnel have 
security clearances at the Top Secret level and beyond. 

. . .. . 

The company's proven management organization empha~~s·partn-erships with our clients to ensure 
deHvery of quality products and services. on time, and at . very competitive costs. Our total 
commitment to-our clients includes not only providing quality · resources to support our contractual 
obligations, but also closely monitoring each contract and maldng. full use of our DEL TEK automated 
financial system. Arrowhead has a solid financial repuution ·mat .includes. access to a substantial Hne 
of credit. 

:We at·e widely known for · our technical publications, growth 
:recot'd and other honors. • In addition to being a proteg~ of AT &.T 
_:under the Department of Defense's Mentor - Protege program, 
·th.e Company has been intl"ude-d in the Washington Technology 
·Fast 50 (or the past three :year::;t and in the 1998 INC 500, an 
:iridependeni <;ompilation of America's fastest growing private 
·companies. The Virginia Chamber of Commerce recently 
~cognizcd us as the top technology finn for 1998. 

:Arrowhead's ability to ·deliver sound technical solutions and 
,professional services Uht.ier a wide variety of challenging 
'to:n,ditions is one reason · Arrowhead enjoys an excellent 
.relationship with its customers. 

Arrowhead is approved by the· Small . Business Administratioxr.for work in th~ following Standard 
Industrial Classifications (SIC) codes: 

http://www.at1'owheadsat.com/pages/idd.htm 4/3/00 
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Among our major government ~ustomers are the Departqjent of Transportation (DOT), Defense 
lnform!ltion Systems. Agency (DISA), U. S. Space Command, MPO. and the Bureau of Indian 
Affairs. Our major commercial customers are AT&T and IJDS. We have .formed alliances with a 
number of other firms to complement our capabilities in·cludirig J ; J. Keller- & Associates, RSJS, and 
Uni9ys. 

Arrow-head's Pa,st E1:perie1Jce_includes the development of.the _-computer based training componea.t 
of the DoD Joint Services Ammunition Management Support Syste~ (JAMSS)~ bandwidth .sales and 
services for a government organization; FHW A administrative support,. and . Y2K te9ting for DlSA 
Megacent.er sc:,ftware. We established the Call Horne communications support for U.S. troops on site 
fa Bosnia under subcontract to AT&T. 

Arrowhead has a variety of contract vehides available for olft clients to use. In iK!dition to our 8 
(a) statu~ we participate on.several large JDTQ contracts including ITO'P IT, GSA Seal Management, 
DEIS II, ITS (DOC Bureau of Census), Army SATOPs BOA.- and a BOA with U.S. Air Force 
SPACECOM. Our GSA Schedule 70 for Information Technology Services was awarded in May 
199·8. 

We qualify for -the Native American Indian rncentive Program under FAR Part 26 (Other 
Socioeconomic Programs). This program provides a 5% incentive to prime contractors that use 
Indian organizations and Indian-owned enterprises as subcontractors. Arrowhead's continued sllccess 
is the result of our: 

► Record of Succes,eful 'Programs 

► lnnovallve Products and Services 

► Consistent Quality Performance and 

► Total Commttmenrto the Customer 

For further information contact Dan Elliott, Program Manager~ at (703) 241-2801 or 

http://www.arrowheadsat.com/pa.ges/idd.htm 4/3/00 
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CAPrrOL VE~S ~-~I..J..£ 

To; Ms. Kendm Oolbas 
NEC 
cJo Cotinthia 

FROM: Millicent Y, Hodge, Esq. 

Ai:! New· Markets Equity Fund 

Kendta1 

,~ :.'619-8000 

' ....... . 

" 

PAGES: · · ... 2 

"' 
., ' 

,,·.:,.· 

Attaohed 1$a ~ger on the fund and thct'·ckiliv6rables ~ for announcement 

during the upcoming New Markets ·Tour. W..ero meeting with AT&T tomorrow 10 

flnalim our concept for a joint ann&.n,oorn$n1f . We will provide additional detaHs ..... 

asap. Plea9e do not hesitate to cail rne at~ if'you need additional 

mfOnN11ori. Thanksl 

' .... 
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DIGIJ'AL· DIVIDE TOUR. &Nl..l :ff H 

I. Announcemenf/Deliverftblesi 

A. First AP! C Applicant; 

B. Private Equity Fund focused on New Mark~ Investments; 
., . 

C. One of the Largest Minority,-0wned and M£Utagement Funds in the Country 
~- $200m in private capital and $5.00m wi.th AP.IC leverage with a joint 
partnership ~een Nati've Americans and A.frl~an-Amerlcans; 

D-. Inve&tments by Major Banks int·o Fund Foe~ on Investments to Correct the 
uoigital Divide"' in urban and rural areas. (The other focus of the Fund is 
Ttansportation): and :. 

E. Announcement of Joint New Markets investment with AT&T, 

Il, Proposed L~a.tlon of Announcement!Vtsual1 ·· 

A. Existing Tour Site or Site ofT~hnolcgy/Telooommunication.s Firm in urban 
or rural area uu-gi:ted for investment by the Fund·, 

DI, Propoaed Date 

A, New Markets Tour - 4/9-4/11 

IV. Proposed Partlctpaots; 

A. POTIJS 

B. CEOs of Banks and Corporations -Potetttiai-Fund Investors (e.g. Bank of 
America., Bank One, Citibank, BankBoston, .AT&T, etc.) and Fund Team 

C. Rev, Jackson, Sr. 

D. Secretary Slat.er (due to Transportation focus) 

E . . Secretary Cuomo (due to APIC foc·U$) 

F. Secretary Daley and/or FCC Chairman Bm·~ennard (due to 
Telecorrununicat\ons Focus) . . • 

'· 

G, Advisory Board Members (e.g. Isiah Thon1·~, M~l Farr, Sr,, Alan Wl1eat, 
Uri,an League. Rainbow/Push 

. ' 
.. 

' , ' :} : . . . . ..... .. ····~·, . ' ... . 
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NEW MARKETS INITIATIVE 

• The New Markets program is a sweeping new public/private partnership designed to 
boost business opportunities in underserved rural and inner city communities. The 
New Markets initiative will prompt approximately $22 billion in new investment in 
urban and rural areas through tax credits, loan guarantee incentives, a network of 
private venture capital companies, teclmical assistance and mentoring programs. 

• Announced by the President in 1999 during the State of the Union Address and the Wall 
Street Project of Rainbow/Push. 

• Announcement of agreement to pass New Markets legislation by the President and 
Speaker Hastert with Rev. Jackson in Chicago and again in the 2000 State of the 
Union Address. 

• New Markets Tour scheduled on the Digital Divide for April 9-11 - Possible 
announcement of New Markets Equity Fund. 

ew Markets Equit Fu will be a minority-owned and managed for-profit, 
private equity un with a national focus that will provide both (a) capital to high 
growth businesses located primarily in urban and rural areas; and (b) significant 
returns to its investors. The Fund will also seek to increase the level of minority 
ownership in the telecommunications industry (all sectors, includingmedia, 

t echnology and Internet) and the trans ortatlon industry in New Market 
.,Q_Ommunities. Opportunistic investments in other industries that 
to generate high rates of returns will also be considered. 

• The Fund will be structured into an America's Private Investment Company ("APIC"), a 
key component of the President's New Markets Initiative, which is modeled after the 
Overseas Private Investment Corporation. Once licensed by HUD, the private capital 
contributed to the APIC Fund may be supplemented up to $300 million for 
investments to create or relocate large-scale businesses in low- and moderate-income 
communities. 1 This will create a total fund of $0.5 billion, making it one of the 

1 Federal fund s have been appropriated for the AP IC Program; however, the program req uires additional 
legislation to be fully enacted. The necessary authori zing legislation has been introduced and is expected to pass th is 
Spring in accordance with an agreement between President William J. Clinton and House Speaker J. Dennis Hastert 
(R-111.). (See Stat e of th e Un ion Add ress). However, th e Fund is not con tingent on the passage of the New Markets 
legislation. The private capi tal raised may be structured into an SBIC, providing up to $600 million in leverage, 
resultin g in an £800 milli on fund . The SBIC Program has been in existence for 40 years and has provided over $20 
billion in capita l to small businesses. This summary is subject to the final terms of th e Private Pl acement 
Memorandum . 



largest minority-owned and operated funds in the country . 
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V. Summary of Fund attached 

EWMARKET 

The New Markets Equity Fund (the "Fund") will be a minority-owned and managed for-profit, private 
equity fund with a national focus that will provide both (a) financing to high growth businesses located 
primarily in urban and rural areas; and (b) significant returns to its investors . The Fund will also seek to 
increase the leve l of minority ownership in the telecommunications industry (all sectors, including 
media , technology and Internet) and the transportation industry in New Market communities. 
Opportunistic investments in other industries that have the potential to generate high rates of returns 
will also be considered. 

The Fund will be strnctured into an America 's Private Investment Company ("APIC"), a key component of 
the Presiden t's New Markets Initiative, which is modeled after the Overseas Private Investment 
Corporation. Once licensed by HUD, the private capital contributed to the APIC Fund may be 
supplemented up to $300 million for investments to create or relocate large-sca le businesses in low- and 
modera te- income communities. 1 This wil l create a total fund of $0.5 billion, making it one of the largest 
minority-owned and operated funds in the country. 

I. API Fund Size: 

A. Private Capital 

B. AP IC Leverage 

Tota l Fund 

II . Targeted industries and New Markets Benefits 

A. Industry-Focus 

1. New Markets Telecommunications 

2. New Markets Transportation 

3. APIC License Req uirements 

$200 million 

$300 million 

$500 million 

(a) $25 million - required at time of li censing 

1 Federal funds have been appropriated for the AP IC Program; however, the program requires add iti onal 
lcg1slation to be ful ly enacted. The ncccssar~ aut hori zin g legislati on has been introduced and is expected to pass thi s 
Spring in accordance with an agreemen t bct\\'ecn Pres ident William J. Clinton and House Speaker J. Dennis Hastert 
(R-111.). (Sec State of th e Uni on Address). However, the Fund is D.QJ con tin gent on the passage of the New Markets 
legislation. The private capital raised may be structured into an SB IC, providing up to $600 million in leverage, 
resulting in an S800 million fund . The SBIC Program has been in ex istence for 40 years and has provided over $20 
bil lion in cap11al to small businesses. Thi s summary is subject to the fin al terms of the Private Placement 
Memorandum. 
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(b) Balance may be binding commitments from qualified investors 

B. Addi tional New Markets Initiative Benefits2 

I . New Markets Tax Credit - Investor may claim 6% per year fo r 5 years. 

2. APIC Debenture - A 5-year deferment of interest may be ava ilab le. 

3. CRA Credit - APIC inves tments will be qual ified investments fo r banks , etc . 

III. Public Purpose: New Markets Investments & CRA Credit fo r Banks 

IV. Geographical Focus: 

V. Investment Type Preference: 
companies at other stages 

VI. Industr y Preference: 

VII. Average Inves tment Size: 

VIII . Investment Policy: 

IX. Target Annualized IRR: 

X. Target Fund Announcement: 

XL Fund Manager: 

2 Passage of leg islation requ ired. 

7 

National - Inner Cities and Rural Areas 

Later and expansion stages, with opportunistic investments in 

Telecommunications (a ll sectors, incl udi ng media , 
techno logy, Internet, Environment and e-commerce) ; 

Transportation (primarily automotive e-comm erce and 
vendor/suppliers) , with opportu nistic investments in other 
industries 

Later Stage Companies: $3 million - $1 0 mi llion 
Expansion Companies: $ IO million - $50 million 

Equity and Subordinated Debt with Wan-ants 

30% (± 5%) 

U.S. Pres idential Announcement; Apri l 9- 11; New Markets 
Tour 

Achieved 50%+ rate of return on equi ty (risk adj usted) at prior 
fund 



York, Georgia3 and Washington, D.C. 

3Inacti ve status. 
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NEW MARKETS EQUITY FUND, L.P. 

MANAGEMENT AND FUND TEAM 

A. Genera l Partners - New Ma rket Capital Group. Inc. 

I . Alan D. Wheat, Chairman, NMEF Advisory Board 
Former Congressman 

2. Mi llicent Y. Hodge, CEO, NMEF 
Former Director, New Markets Initiative 

3. Grady B. Hedgespeth, Pres ident, NMEF 
In charge of day- to-day operations 
Former Pres ident, BankBoston Development Company 

B. Limited Partners / Investors 

I . Banks 

2. Corpora tions 

3 . High et Wo rth [ndiv iduals 

C. Management Operati ng Company - Full-time Professional Management Team 

I . Pres ident, Investment Manager - Grady Hedgespeth 

2. Senior Vice Pres ident and Chief Financial Officer - [de nt ified 

3. Vice Pres ident, Business Development - Identified 

4 . Secretary / Bookkeeper 

Th e following additional professional staff may be retained after a sufficient amo un t of ca pita l has 
been ra ised and/or after the APIC li cense is obta ined: 

5. Portfolio Managers and Consultants with industry expertise (2-3 persons) - to manage 
portfo lio investments on an on-go ing bas is a·nd consul t on new industry technolog ies 

6. Associates ( 1-2 persons) - with priva te equity and industry expert ise 

D. Legal Advisor and Fin ancia l Auditors 

I . Legal Advisor: 

2. Financia l Audi tors: 

E. Profess ional Fundraiser: 

12 

Willi am Kirk, Partner, The len, Reid & Pries t, LLP ; and 
Pres ident , Na ti onal Assoc iation of Investment ornpan1es 

Maco n Ware, Partner, Delo itte & Touche, LLP 



I. TBD Independent Consultant (Commission Only) 

F. Fund Promoter: 

I . Promoter: Capitol Ventures Associates, LLC 

2. Role of Promoter 

a. Raise Capital 

b. Structure Fund 

c. Retain Management Team 

d. Recruit Advisory Board 

c:. Organize Fund Announcement 

f. Retain Legal Counsel 

g. Retain Independent Accounting Firm 

h. Invest I% of Fund Capita l 

i. Incur reimbursable expenses (Retainers, travel, legal, etc.) 

G. Location of Fund: 

1300 Pennsylvania Avenue, Suite 600 
The International Trade Center 
Washington, District of Columbia 20004 
(202) 484-8454 

(202) 484-9127 (fax) 

13 
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Management of the Partnership 

Principals and professional Management Team 

The Principals of the New Markets Equity Fund combine a unique expertise in identifying and structuring 
deals; inves tment and portfolio management; mergers and acquisitions, and government relations in the 
New Markets arena. The Principals will work closely together to identify, analyze, structure, negotiate, 
monitor and exit investments. All significant decisions concerning invesiments will be made collectively 
by the Principals and a full-time, profess ional management team. 

Grady B. Hedgespeth (44), General Partner and President 

Mr. Hedgespeth will lead a full-time, professional management team that will be responsible for the day­
to-day management and operations of the Partnership . The management team will be responsible for 
identifying, rev iewing, analyzing, structuring, and overseeing po1tfolio investments. Additional members 
of the team with solid credentials and years of experience in private equity earned at leading financial 
institutions have been identified. 

Mr. Hedgespeth has extensive experience in portfolio management, equity investments and providing 
technical assistance to New Market businesses. As Pres ident of the BankBoston Development Company 
("BBDC") from 1996 to 2000, he directed the investment of $ 178 million in equiry and mezzanine 
commitments in urban , minority and women-owned businesses that benefi t low- and moderate- income 
communities, leveraging more than $ 1 billion in total enterp ri se financing. Mr. Hedgespeth led the BBDC 
through design, regulatory approval, start-up, rapid growth, CRA compliance, and national recognition to 
become one of the premiere bank-owned, private equity funds. Under his leade rship, the BBDC became 
the first urban investment bank in America to be chartered by a commercial bank. 

Investment Highlights : Under Mr. Hedgespeth 's management, the fund has exceeded all original 
projections for dollars committed, profitability and return-on-equity wh ile promoting wealth creation, 
business ownership, and community stabilizat ion. He achieved a three-year cumulative profitabil ity of 
$9.1 million (4/97-12/99), 360% above the bank's goa l. He exceeded profitability targets each year, and 
maintained a risk adjusted rate of return in excess of 50% across the total portfolio. He also obtained 
approval for BBDC's charter from the U.S . Office of the Comptroller of the Cunency in record time, 
receiving the charter in just twelve days. 

Prior to joining the BBDC, Mr. Hedgespeth was the Regional President from 1993-1996 of BayBank 
Boston, N.A.. Prior to his stint with BayBank, he served as Secretary of the Massachusetts Executive 
Office of Economic Affairs, the Commonwealth 's principal economic policy-making department, where he 
administered a $200 million budget and 2,000 employees. He achieved a 40% budget reduction by 
streamlining operations and by doubling the State ' s exports over a five-year period. Mr. Hedgespeth holds 
a Masters with a concentration in business and government from Harvard Uni vers ity Kennedy Schoo l and 
a Bachelor of Arts in economics with honors from the University of Virginia. 

Millicent Y. Hodge (37), General Partner and C hief Executive Officer 

Ms. Hodge wi ll serve as the principal execu ti ve of the Partnership and will be responsible for COil)Orate 
strategy. She will also serve as a deal sou rce. 

Prior to organizing the New Markets Equity Fund , Ms. Hodge served as the Director of President Clinton's 
New Markets Initiative. The New Markets program is a sweeping new public/private partnership designed 
to boost business opportunities in underserved rural and inner city communities . The New Markets 
initiative will prompt approximately $ 15 billion in new investment in urban and rural areas through tax 
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credits, loan guarantee incentives, a network of private venture capital companies, technical assistance and 
mentoring programs. During her government tenure, Ms. Hodge served on various White House task 
forces and working groups, including the White House Office for One America Task Force, the White 
House Working Group on the Mississippi Delta and the White House New Markets Working Group. She 
has lectured on venture capital matters at the Federal Reserve Bank of New York, the U.S. Security 
Exchange Commission, the White House and other such venues. 

Prior to her Presidential Appo;ntment as Director of New Markets, Ms. Hodge served as a senior advisor to 
the Associate Deputy Administrator of the Office of Government Contracting and Minority Enterprise 
Development. In that capacity, she assisted with the management of a 400-member staff. In 1996, Ms. 
Hodge was the Deputy Director of the Office of Public Liaison of the Clinton/Gore Presidential Campaign. 
From 1992-1996, she worked as the Assistant Associate General Counsel for the 1996 U.S. Olympic 
Games. From 1987-1992, she worked in ew York City as the Associate Commissioner for Govenunental 
Affairs for one of the city's largest departments and as a law associate for the law fim1 of Paul , Weiss, 
Rifkind, Wharton & Garrison. 

A native of Pine Bluff, Arkansas, Ms. Hodge holds a juris doctorate from Harvard Law School and a 
Bachelor of Arts in ec,momics from Howard University. She is admitted to practice law in New York , 
Georgia4 and Washington, D.C. 

Alan D. Wheat (47), General Partner and the Chairman of the Advisory Board 

Mr. Wheat is responsible for managing the govenm1e11tal relations of the Partnership, including the 
public/private partnerships with the APIC and SBIC Programs. He will also serve as a deal source. For 
twelve years, Congressman Alan Wheat served in the U.S. House of Representatives. He was a member of 
the prestigious House Rules Committee and a Chief Deputy Whip. In 1994, he was elected as the 
Democratic Party ominee for the United States Senate for the State of Missouri. In 1996, at the request 
of the U.S . President, Mr. Wheat became the Deputy Campaign Manager for the re-e lec tion campaign of 
President Clin ton and Vice President Gore . 

' Inactive status. 
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Proposal of QUALCOMM to Help Close the Digital Divide 

New Investments In Internet Access Technology: 

High Data Rate Tecbnology for Internet Access: (Eight HDR deployments over two 
years) QUALCOMM recently demonstrated a new wireless Internet technology that can 
deliver data at peak speeds of2.4 Mbps (Megabits per second). This data rate is 
sufficient to provide the user an Internet experience that is comparable to DSL and cable 
modems. The HDR device uses only 1.25 Mhz of spectrum \.Vithin the current PCS 
spectrum allocation. QUALCOMM' s HDR modem is a small, portable unit that contains 
its own antenna and may be used to provide Internet connectivity for PCs and many other 
devices. Over the next 2 years, QUALCOMM will deploy HDR in a minimum of eight 
rn.ral/tmderserved communities. Each of these deployments will serve a minimum of 10 
square miles and provide broadband wireless access for a minimum of 100 PCs. 

New lnve,tments lb Edu<ation: ,/"' 0-"' IV O;;:;: ~ Jl~/ ;;l'1; M 

UCSD: ($15M spread equally over 5 years). All of this investment would be targeted to 
support research and development in the high-tech and telecommunications sector, with a 
specific focus on wireless comnmnications. In collaboration with Chancellor Dynes and 
Dean Conn we will appropriately invest the dollars for chairs, professorships, 
fellowships , scholarships, etc. mainly in the Jacobs School of Engineering. 

~~6M spread over 3 years. About half of this investment will go to the 
~~eurial Management Center (EMC) of the School of Business and the other half 

to the School of Education to support improving the math and science instructional skills 
ofK-12 teachers. 

San Diego Unified School Distrid: $3M over 3 years. These funds will support . 
improvements in math and science education. 

Cal State San Marcos: $1 M over 2 years. Although new, San Marcos is increasingly 
playing an imponant role in our region. They are still building their infrastructure, so we 
will invest in their library and media center (associated communications equipment) and 
professorships and fellowships with a focus on math and science education. 

Therefore, QUALCOlvftvf's total investment in programs tQ _l)~lp close the digital divide 
would be spread as follows : 

FYOl : $6.SM 
FY02: $6.SM 
FY03: $6.0M 
FY04: $3.0M 
FY05: $3.0M 
Total: $25.0M 
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Record Type: Record 

To: Thomas A. Kalil/OPD/EOP@EOP, Natasha F. Bilimoria/OPD/EOP@EOP, Gigi E. 
Georges/OPD/EOP@EOP 

cc: 
Subject: Possible North Carolina Sites 

Rural North Carol ina 

On April 26th, the President will travel to eastern North Carolina to discuss the digital divide and rural 
broadband. 

Possible locations include: 

House Autrey Mills 
Newton Grove, North Carol ina 

House Autrey Mills is a small business (48 employees) that produces corn-meal breaders mixers. It has 
no local internet access and currently uses AOL as their internet service provide, which means they have 
to dial up Raleigh, Fayetteville or Wilmington -- all long distance calls -- each time they need to be online. 

Their customers primarily consist of grocery stores and restaurants throughout the southeast, the 
northeast and mid-Atlantic. Most of these compan ies do purchasing on line, and as their customers need 
House Autry Mills to be on line, their IT costs are rising. Although House Autrey Mills is a successful 
company, but in the near future , they will need broadband wireless in order to stay competitive with other 
compan ies in urban areas . 

Baker Limestone, Inc & Farms.com 
Siler City, North Carolina 

Baker Limestone is a small farm supply dealer located near Siler City. The business was built primarily 
on selling agricultural lime, fertilizer, seed and feed to farmers . Faced with increasing local competition , 
Baker's owner Buddy Lemmons and his wife Joanne decided to diversify into e-commerce market. He 
realized that farmers, with less dollars to pay employees, were having to do more of the work themselves 
and finding less time to shop for the supplies they needed . He has set up a website and now sells 
agricultural chemicals all over the United States. Buddy joined with other farmers in North Carolina and 
began Farms.com. Using the internet has allowed farmers to have products del ivered to them without 
having to travel great distances to shop. It has allowed Baker Limestone to expand its customer base 
beyond the 40,000 people living in their county . In 1998, Baker Limestone had $1 million in sales; in 
1999, Baker Limestone had $5 million in sales . 
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· We Grow Online Markets For A ribusiness 

"A Complete Marketplace For All Participants In 
Agriculture, Where Crop Producers And Livestock Farmers 

Can Come Together And Do Business Without Having To 
Step A Foot Off Their Farms." 

F 
arms.com was started 
in 1995 by cattle 
farmer Ben Zaitz. 

• Zaitz grew up on a 
dairy farm and was dissatisfied 
as hard times hit the dairy 
business. He had a vision of 
creating," a complete 
marketplace for all participants 
in agriculture, where crop 
producers and livestock farmers 
could come together and do 
business without having to step 
a foot off their farms ." 

Some of Zaitz's dairy business CEO & Founder, Benjmnin Zaitz 
buddies poked gentle fun when he developed his first Web site called 
COW (Cattle Offerings Worldwide), which displayed classified ads for 
cattle. Not a lot of farmers were hooked up to the Internet four years ago. 
Now its estimated that up to 60% of family farms are online. 

COW has since become Farms.com, which provides an arena for real-time 
farm auctions and trading. Close to 100,000 farmers and people in 
agribusiness use this site every month. Millions of dollars in cattle, 
agricultural chemicals, pigs, feed & grain commodities, poultry and egg 
products, and animal healthcare products are traded every month. 

Forrester Research of Cambridge, Mass, a leading Internet analyst, in its 
report Resizing Online Business Trade, predicts that B2B (Business to 
Business) e-commerce will hit a total of $1.3 trillion by 2003, accounting 
for 9.4% of total U.S. business sales. Varda Lief, a senior analyst at 
Forrester specializing in e-commerce, says B2B transactions will far 
surpass business-to-consumer deals and dwarf giants like eBay and 
Amazon.com in revenue and sales. 

(ijJ!l:I Read more about Farms.com in TIME 

Back To Ta ious Page --------
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The E-Trade Stampede 
The Big Bucks on the Internet these 
days are coming from B2B 
(business-to-business) deals--buying 
and selling commodities like paper, 
plastics, chemicals, even cows 
BY JANICE MALONEY 

Like his daddy before him, Ben Zaitz knew he 
was going to grow up to be a cowman. And until 
four years ago, he was--moving 2,000 to 3,000 
head of cattle a year between his farm in North 
Carolina and his farm in Minnesota. But in 1995, 
Zaitz, then 40, got dissatisfied. His customers 
were disappearing as hard times hammered the 
dairy business, especially in the Southeast. And 
his "profit margins were going to nothing," he 
says. "I just couldn't see much future in what I 
was doing." But Zaitz could see a future on the 
Internet, to which he'd been introduced a few 

i months earlier. He had a vision of creating "a 
complete marketplace for all participants in 
agriculture," he says, "where crop producers 
and livestock farmers could come together and 
do business without having to step a foot off 
their farms ." 

Zaitz traded in his farm boots for a laptop and 
developed COW, the Cattle Offerings 
Worldwide website. In its first incarnation , COW 
was basically online classified ads for cattle. 
"There were not very many farmers on the 
Internet back then," says Zaitz. "In fact, it was 
mildly embarrassing . I'd be at cattle sales, 
conferences and dairy shows, and people would 
come up to me and say, 'Hey, Ben, how's that 
Internet thing going?' and they'd slap me on the 
back with a smirk." 

Find books-----• 

Eventually the farmers caught up with Zaitz's 
vision, helped along by new technology . In just 
the few years since Zaitz bought his first 
modem, analysts estimate that close to 35% of 
the nation's 3 million farmers have gone online. 
COW has evolved into http://Farms.com, one of 
the first e-business sites to support real-time 
farm auctions. Farmers who visit the site can 
buy and sell entire lots of cattle via digital video 
feeds and still images. They can also get 
chemicals, grain and feed commodities online. 
On average, says Zaitz, http://Farms.com has 
more than 40,000 unique v1s1tors a month . 
During the past year, the site has held in excess 
of $2 million worth of auctions of livestock and 

TIME 
click now! 

• 
1n 

BUSINESS: Big 828 
Bucks on the 
Internet 

Memos: 
Cybermortgages are 
out; But dotcom 
designer discounts 
are in; Temps are 
just that 

BENEFITS: Small 
Companies, Big 
Plans 
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of $2 million worth of auctions of livestock and 
commodities . Zaitz, who has invested more than 
$1 million of his own money in his venture, 
expects revenues to increase tenfold this year. 

Zaitz's story is not unique. From farming to food 
to microprocessors; from solid-waste control to 
plastics to such traditional Rust Belt goods as 
steel, virtually every American industry is 
represented online by at least one entrepreneur 
who has set up shop to cement 
business-to-business commerce. Meanwhile, 
large corporations are using the Internet to build 
bridges between themselves and their strategic 
partners. Each member of the online biz-to-biz 
{828) brigade is hoping to use the Net's 
instantaneous global reach to build digital 
marketplaces where buyers and sellers who 
may never have met in the off-line world can 
gather daily to move huge and growing amounts 
of the nation's basic goods. 

Experts who follow this emerging 
business-to-business electronic-commerce 
market call it frictionless, because no faxes, 
phone calls or paper trails snake back and forth 
to clog the communications channel between 
buyer and seller. That is just one aspect of 
these new wholesale channels that has analysts 
salivating. 828 companies "are going to 
reshape the entire economy," says Charles 
Finnie of Volpe Brown Whelan & Co., an 
investment-banking firm based in San 
Francisco. "It's not unlikely that Mr. Greenspan 
will be sitting in front of Congress in the next 
couple of years saying one of the main reasons 
inflation is dead is the 828 Internet companies." 

Forrester Research of Cambridge, Mass., a 
leading Internet analyst, agrees. Its report, 
Resizing Online Business Trade, predicts that 
828 e-commerce will hit a total of $1 .3 trill ion by 
2003, accounting for 9.4% of total U.S. business 
sales. Varda Lief (see the box, following) , a 
senior analyst at Forrester specializing in 
e-commerce, says business-to-business 
transactions will far surpass business-to­
consumer deals and dwarf giants like eBay and 
http://Amazon.com in revenue and sales. 
"Business-to-business is the stuff that makes 
everyth ing run," says Lief. 

If 828 is so basic, how come most of us are 
about as familiar with it as we are with life on 
Mars? Steve Jurvetson , a partner in Silicon 
Valley venture-capital firm Draper Fisher 
Jurvetson who has invested in FastParts, an 
electron ics trading exchange, and Sonnet 
Financial, an online foreign exchange, calls 82B 
"the iceberg waiting to emerge." "Most people," 
Jurvetson says, "understand the 
business-to-consumer market because they are 
consumers themselves. It's kind of like the 
Beardstown Ladies' investment protocol: use a 
product, come to understand it and then invest 
in it. With business-to-business, though , unless 
you are entrenched in that industry and really 
understand that market segment, you are not 
going to appreciate how it's revolutionizing that 

4/6/2000 10: 19 A 
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business." 

But sometimes numbers alone can paint a 
pretty clear picture. Take http://Chemdex.com , a 
vertical e-market based in Palo Alto, Calif. , 
developed for the pharmaceutical and biotech 
industry in 1997. Chemdex is reducing sales 
ahd distribution costs industrywide by 
20%--more than $4 billion of the total $20 billion 
global life-sciences research-products market, 
according to Volpe Brown analyst Finnie. "In 
effect," he says, "Chemdex is turning around to 
the chemical producers, and it is saying, 
'Congratulations! This is your lucky day. You 
just won the lottery. Here's a check for $4 
billion .' These guys have not seen their costs 
structure improved like th is ever. It's a tecton ic 
shift." MORE» 
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We Grow Online Markets For A ribusiness .,. 

See Farms.com on ABC News! --Click here for a Real Audio video 
Have a slow connection? Try this lmk to view the video. 

- Powerlu.com---3127/00-
1.-:..,.;.;-______ Fl_., The Powerize 50' for Week of March 27 -- Farms.com tops America 

Online, Boeing and Bank One in the Powerize 50 list of companies being 
watched by individual investors and business researchers .. . [MORE] 

Farms.com #1 -- Farms.com tops AgriSurfl's Hot Sites List ... [MORE] 

- Christian Scls~co ltlonttor - 3123/00~ 
How the Internet keeps 'em on the farm -- Farmers are forced to- buy 
everything retail and sell everything wholesale ... on the Internet, they can 
negotiate with a much wider number of dealers ... [MORE] 

Shaking things up at Farms.com -- Last week, the company announ-ced it 
has appointed Robert D. Sparks, formerly vice chairman of Sparks 
Companies, as CEO, and Jay Gibbs, as Chief Technology Officer .. 
[MORE] 

Farms.com appoints new CEO and CTO -- After raising around $20 
million in early March, Farms.com has picked veteran agricultural 
entrepreneur, Robert Sparks, as its new chief executive officer ... [MORE] 

Farms.com Names New Chief Executive Officer and Chief Technology 
Officer -- The new leadership will provide skills and experience to help the 
company expand its dominance in agricultural e-commerce. The firm 
recently received major international financial backing and merged with a 
leading agricultural e-commerce rival ... [MORE] 

Farms.com Names Robert Sparks as CEO and Jay Gibbs as CTO ... 
[MORE] 

Farms.com plants seeds -- "These agreements put Farms.com 
substantially out in front , in the next 30 to 60 to 90 days we'll prepare for 
an IPO that will have a tremendous impact on farmers and ranchers and the 
ag business on the Internet." .. . [MORE] 

Farms.com merging with eHarvest.com -- Farms.com, the Chapel 
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Hill-based agricultural exchange, plans to merge with Canadian company 
eHarvest.com in a stock exchange of undisclosed terms .... [MORE] 

Farms.com Makes Two Big Moves -- Farms.com will acquire 
eHarvest.com, expanding its e-commerce capabilities. The company will 
also expand with proceeds it will receive through a financing agreement 
with food and agribusiness Internet incubator vTraction.com ... . [MORE] 

•21;,,1 !i 1l1Jf:Ott,kUJ },,(J,tcU]tDjiI4tt·1,EZ~w,1,see+ 
Farms.com -- We Grow Online Markets for Agribusiness, sets novel 
equity financing agreement with vTraction.com ... [MORE] 

Leading agricultural e-commerce rivals, Farms.com & el:Iarvest.com, 
sign Letter of Intent to Merge ... [MORE] 

- National Post----3107/00 -
Eharvest to merge with U.S. rival -- Company officials at Eharvest.com 
said the marriage will likely pave the way for an initial public offering this 
year ... [MORE] 

- Flnanclal Timu•---
Farm Sites To Merge -- The deal will bring together two of the 
better-known agricultural e-commerce sites launched in the past few years . 
... [MORE] 

- ,a,m lndu news.--Marcft oo-
The Revolution Is Online ... "Wall Street is banking on the belief that 
farmers will use the Internet because they tend to be early adopters of 
technology" ... [MORE] 

- ftdtultun, Onna••__,...__2/2SIOO -
Streamlining agribusiness through e-commerce -- Simply put, 
E-commerce reduces the cost of doing business ... [MORE] 

- Pr, lveFarme,,__2/fflOfl -
Farmers Turn to Marketing Online -- "Up to 60% of family farms have 
internet access" ... [MORE] 

Rabobank breaks new ground with vTraction.com, an e-commerce 
initiative for the food and agriculture industry ... [MORE] 

Agriculture Web Sites Serves Farmers' Need for Efficient Auctions -­
Most of the Internet-aware public might be familiar with 
consumer-oriented auction Web sites like eBay or uBid. But a growing 
number of online business-to-business auction companies are cropping up, 
many catering to the $250 billion U.S. farming industry ... [MORE] 

-Tl■EMag_mn•---IDBIB9-
The E-Trade Stampede --The Big Bucks on the Internet these days are 
coming from B2B (business-to-business) deals--buying and selling 
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commodities like paper, plastics, chemicals, even cows ... [MORE] 

The E-Trade Stampede --The Big Bucks on the Internet these days are 
coming from B2B (business-to-business) deals--buying and selling 
c_ommodities like paper, plastics, chemicals, even cows ... [MORE] 

Back To T& ious Page 

Home I AgChemical I Animal Health I Cattle I Feed & Grain I Poultry & Egg I Real Estate I Swine 
-- News TTI)out Us I Contact Us --

© 2000 Farms.com 
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Please keep the circulation of this document limited as the state of NC's commitment hasn't 
been finalized. 
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Self-Help Home Lending Program for Eastern North Carolina 
• March 22, 2000 

In response to the displacement of over 15,000 families in eastern North Carolina due to 
recent flooding, Self-Help is seeking to deliver $100-115 million of homeownership 
funding to families in eastern North Carolina. This effort would jumpstart 
homeownership for over 1,700 families and facilitate constmction of new housing units. 
The program would use Self-Help's Community Advantage secondary market program to 
expand underwriting and credit availability in the impacted areas. A proposed special 
component of this program would target specific barriers that prevent many flood victims 
from moving quickly into new homes. 

Overall Program 

• Self-Help will package $50 million in bank funds ($10 million loans committed to 
Self-Help from BB&T, CCB, First Union, and Wachovia; $5 million loan committed 
from Centura and First Citizens) and $50 million in Federal Home Loan Bank of 
Atlanta funds to create a $100 million homeownership fund. The Bank loans have 
been committed through incentives from Bank Enterprise Award Program which is 
administered by the CDFI Fund, U.S. Department of the Treasury. 

• An additional $15 million fund has been requested from the state to meet the special 
needs of direct'flood victims, helping jumpstart new home purchases in anticipation 
of subsequent buyout and other assistance by FEMA and the State of North Carolina. 

• Self-Help will use internal equity, and state assistance to create an equity reserve to 
absorb the risk on the loans. 

• Centura Bank, Bank of America, Self-Help Credit Union, and potential other lenders 
will provide the direct home loans to families in the affected counties. Self-Help will 
use the homeownership fund to purchase these loans. 

• Lenders would use flexible, individualized underwriting to meet the needs of affected 
families. The loan guidelines will allow the following, subject to guidelines by the 
various originating lenders: 

• Because families may have stretched their savings to deal with immediate flood 
effects and income may have been interrupted, maximum loan-to-value may be as 
high as 100% of the new home purchase price. 

• Minimum borrower contribution may be as low as $500. 
• Loans are limited to families at or below 115% of area median income. 
• Families may have experienced credit blemishes that can be tied to the flooding; 

conventional loan products that use automated underwriting have difficulty 
making such dete1minations. Lenders would have the ability to forgive blemishes 
that they determine are due to the flooding . 
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• For the $15 million special fund, any existing loan on a flooded and abandoned 

house will not be counted against the borrower in the purchase of a new home. 

$15 MilJion Special Flood Victim Fund 

A special component of this program will target flood victims who face significant 
barriers in credit issues and a timing dilemma that prevents them from moving 
expeditiously into new homeownership situations. 

Credit problems for flood victims and others in flood-impacted areas: 

• 

• 

• 

Lack of downpayment: Equity trapped in an abandoned home, or needed for 
repairs to homes still occupied, can dissipate a homeowner's cash reserves, 
leaving no downpayment funds available for the purchase of a new home. 
Credit blemishes: Disruption in work income and emergency cash needs have 
created credit report problems for large numbers of potential home purchasers in 
the flood-impacted areas. 
Existing, unresolved mortgages: A home mortgage on a now uninhabitable 
dwelling is still a debt of the homeowner, causing disqualification for a new home 
loan because the borrower's loan application will show too much debt for the 
available family income . 

Solving the "timing" problem 
County, state, and federal disaster programs cannot provide homeownership assistance to 
all flood victims all at once. Without intervention, displaced families cannot qualify for 
new home loans for a period of months or even years. 

A builder needs to pre-sell housing units before beginning construction. A potential 
home buyer cannot sign a binding purchase contract without a mortgage loan 
commitment. A home mortgage lender cannot commit a loan without a down payment, 
good credit, and acceptable debt-income ratios on the part of the borrower. The potential 
homeowner/borrower cannot resolve equity, credit report, and outstanding debt issues 
until the FEMA buyout and state assistance are actually completed. 

Hence, a catch-22 situation arises. Many potential homeowner/borrowers need to 
actually receive government buyout assistance before they can buy a new house. But 
builders cannot start construction until a pool of qualified borrowers exist to purchase the 
homes. The result is unavoidable delays in development of new housing. 

The special program will solve this dilemma by not counting the existing loan on an 
abandoned home in the consideration of a prospective borrower's eligibility. This will 
allow these families to obtain a mortgage commitment prior to the completion of the 
buyout and state assistance, thus jumpstarting construction in the region. 
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DRAFT 

Self-Help Home Lending Program for Eastern North Carolina 

Overall Lending Program Goals 
Jumpstart homeownership loan for 1,725 eastern NC families. 
Facilitate construction of new housing units. 
Free up existing homes to increase the supply of homes available to flood victims. 
Special lending assistance to flood victims. 
Enable displaced residents to remain in their home communities. 

Sources of Funds for the Program 
BB&T 
Centura 
CCB 
First Citizens 
Wachovia 
FHLB/ Fannie Mae 
State of North Carolina 

Total 

Uses of Funds for the Program 
100% LTV home loans 

in flood impacted counties 
Special flood victim home loans 

Total 

$ 10 million 
$ 5 million 
$ 10 million 
$ 5 million 
$ 10 million 
$ 50 million 
$ 15 million 
$115 million 

$100 million 

$ 15 million 
$115 million 

Participating Lenders­
Bank of America 
Centura 

Lending capacity is greater than available resources 
$100 million capacity 

Self-Help Credit Union 
First South 
SECU 

$ 25 million per year capacity 
$ 10 million per year capacity 
still under discussion 
still under discussion, $$ amount unce1iain 

Total $13 5 million lending capacity exists to access $115 
million of available funds on first-come basis 

Supporting Organizations and Agencies 
North Carolina Bankers Association 
No1ih Carolina Credit Union League 
North Carolina Realtors Association 
North Carolina Homebuilders Association 
Congressional Black Caucus Foundation 
U. S. Treasury/ Bank Enterprise Award Program 
North Carolina Department of Commerce 
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LETTER FROM THE CHAIRMAN 

Dear Friends, 

The Rural Prosperity Task Force offers to the citizens of North Carolina a plan of action to 
move our state forward at the beginning of the 21 st Century. 

We're a state with a proud history, but we can't continue to advance with our larger cities 
rushing ahead and many of our smaller towns and rural counties stagnating or even declining. 
We cannot nor should we try to reverse global economic trends - and we surely can't prevent 
the weather from pummeling us from time to time - but we surely have the smarts and the 
strength to address the conditions that threaten to leave too many people and communities 
behind. 

Our task force began its work with a realization that rural North Carolina had reached a 
pivotal point of uncommon challenges. Several pressures were coming together at once: 

• Even while the state's economy was humming, tens of thousands of rural 
manufacturing workers were being laid off; 

• Our tobacco economy was facing a crisis; 

• Commodity prices were hitting 30-year lows; 

• Much of rural North Carolina lacked the infrastructure to assure its ability to connect to 
the emerging, growing economy. 

But our task force also began with an understanding that North Carolina has strong assets we 
can use to fight for our rural people and places - among them, our universities and 
community colleges, our Department of Commerce and regional economic development 
partnerships, the new Golden L.E.A.F. Foundation, our Rural Economic Development Center 
and a vast array of nonprofit and community-based organizations, our business leaders and 
leaders at the top of our state government - all committed to the task. 

To all those ready and willing to get to work on an action plan, the Rural Prosperity Task 
Force suggests six big ideas. These are ideas to be carried out not only by government but 
also by business, foundations, grassroots organizations and most importantly, the people in 
our rural communities. We believe that this plan of action provides Governor Hunt and the 
General Assembly a strong set of ideas to move us forward, beginning this year. 

1. We must provide high-speed, reliable Internet access to rural businesses and 
homes, so that all our people can participate in the emerging infonnation 
economy of the 21 st century. 

2. We can create a Rural Redevelopment Authority to finance rural economic 
development projects, invest in business development and stimulate community 
capacity-building. 

3. We must strengthen rural schools, community colleges and universities. In 
particular, we can upgrade training for rural workers and provide incentives to 
produce the teachers that rural schools need. 

4. We can create an Agricultural Advancement Consortium to ensure that North 
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Carolina farmers keep more of the farm dollar and that we export more products 
abroad. 

5. We must build modem water and sewer systems, widen critical highways and 
enlarge the supply of adequate, affordable housing. 

6. We must boost rural leadership and give our rural communities greater civic 
capital to work on the difficult challenges they face. 

I have been honored to chair the Task Force, and I am delighted that we have been able to 
elicit the creativity that has gone into the plan of action. But I'm not finished, and we're not 
finished as a state. I pledge to work hard for the enactment and implementation of these six 
big ideas. I ask all of you to join in the effort. This is an exciting moment, a time for action. 
Let's get started. 

Table of Contents I Next Page > 

Erskine 
Bowles 
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GUIDING PRINCIPLES 

When Gov. Hunt announced the N.C. Rural Prosperity Task Force in July 1999, he 
noted a growing trend in our state: "We're on the verge of becoming two North 
Carolinas," he said. "One is urban and thriving; the other is rural and struggling." Our 
challenge has been to find ways to bring economic prosperity to the parts of our 
state that are getting left behind -- places where, in many cases, poverty is 
persistent, young people are leaving, plants are closing, farms are struggling and 
hopes are fading. 

The Task Force worked under a tight time frame, but we knew that we had a 
tremendous resource to call on for help: our friends and neighbors have already 
been living with these problems for years and thinking about many of the solutions. 
Our job, according to our chair, Erskine Bowles, was to find those ideas and turn 
them into specific, "doable" recommendations that, when implemented, can restore 
hope for this generation and the next. As we developed our recommendations, a 
few guiding principles emerged: 

1. Rural North Carolina is facing significant - and irreversible - long-term 
challenges. 

The international economy has led to record plant closings and permanent 
layoffs this year, many in our textiles and apparel industry, with more looming 
in the near future. More than 60% of those layoffs are occurring in rural North 
Carolina. The globalization of agriculture has also led to a steady decrease in 
the number of farmers and a steady increase in the size of farms. The 
devastation of the tobacco market and the bottoming out of the commodity 
market leave those remaining in farming - and those who depend on them -
more vulnerable than ever. Add in the worst natural disaster in our state's 
history, and you have a series of forces at work that leave our rural 
communities weakened, but not defeated. 

2. One size doesn't - and shouldn't - fit all. 

North Carolina's diversity is its strength - and its challenge. Rural North 
Carolinians living near urban centers face a different set of challenges than 
those in more remote locations. Communities in the mountains face a different 
geographical challenge than those surrounded by wetlands. Our solutions, 
therefore, all focus on capacity building - giving folks tools they can adapt to 
their communities' particular needs, to nurture their own businesses, to 
determine their development priorities. The proposals are equally important for 
the female business owner in Maxton, the minority farmer in Enfield or the 
white factory worker in Burnsville. For example, our information technology 
proposal focuses on not only making the technology available to rural homes 
and businesses affordable access to the Internet, but also providing the 
people in these regions the education they need to exploit these new tools. 

3. Education - at every stage of life -- is the key to the success of rural 
North Carolina. 

Our economy - and the skills necessary to survive in it - are changing faster 
than they ever have. School students in rural areas need equal educational 
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opportunity - no matter where they live. Our constitution guarantees it; our 
conscience should demand it. Young adults need to be able to acquire the 
skills to take on the new jobs and start the new companies that keep 
communities strong. Older workers must have affordable, convenient access 
to the training they need for the changing economy - so they can retrain and 
upgrade their skills. Our educational proposals require significant investments, 
but they will also bring the biggest returns . We need all of our educational 
assets - public schools, community colleges, regional universities and 
research universities - committed to this effort if we are to be successful. 

4. Taking a regional approach to economic development is hard. And it 
works. 

North Carolina communities have traditionally viewed as their biggest rival their 
neighbors in the next town. But in terms of economic development, these days 
Murphy's biggest competitors may be in Madrid, and Ocracoke's may be in 
Osaka. Holding on to the local plant or recruiting a new one will require larger 
pools of highly skilled workers, regional transportation systems and 
telecommunications networks. By bringing together communities for projects 
that are in everyone's self-interest, our state's Economic Development 
Partnerships, region-based collaborative efforts such as Handmade in America 
and others who work across county lines offer rural communities opportunities 
to compete in the new economy. 

5. Rural North Carolina matters - to our entire state. 

Rural North Carolina is really 3.9 million peQ_ple, and if taken by itself, would be our 
27 th most populous state. Our state's leaders grow up there. People across the 
state drive through , vacation, and retire there. Much of the food we eat is grown 
there. Many of the products we use are made there. And if we neglect it, we all 
eventually will pay for it. If our rural citizens thrive, our state thrives; if they suffer, 
they will either eventually move out or need a handout. Task Force member Tom 
Lambeth put it this way: "If there is a hole in one end of the boat, you can 't sit at the 
other end and think it won 't affect you." Ben Franklin put it another way: "We must 
all hang together, or assuredly we shall all hang separately." 

Using these principles as our guide, our task force looked through every idea that 
had been presented to us and evaluated the ideas based on several criteria: 

• Does it have the potential to make a critical difference in the short and long 
term for rural North Carolina? 

• What are the benefits? 

• Who would be held accountable for making it happen? 

• What is the time schedule under which it must be done? 

• How much does it cost? 

• How could we pay for it? 

The result is a set of focused recommendations we care about strongly, and are 
committed to making a reality. These recommendations do not address everything 
we believe needs to be done to prepare rural North Carolina for our next century: we 
have included at the back of this report a series of promising proposals we hope that 
other groups will consider for rural North Carolina. Our recommendations, we 
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believe, are critical first steps - actions we can take - the Governor, the General 
Assembly, the Utilities Commission, local government officials, economic 
developers, farmers and others of us in the private sector -- to make a real and 
immediate difference for rural North Carolina . 

As House Speaker Jim Black said as the task force was announced: "We rise and 
fall - not as rural and urban - but as one state." We urge all of you to join us in our 
effort to rise together in the new millennium. 

Table of Contents I Next Page > 
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EXECUTIVE SUMMARIES 

TABLE OF CONTENTS 

I. Information Technology 
II. Rural Redeveloement Authorit!( 
Ill. Education, Traming and Retraming 
IV. Agriculture 
V. Infrastructure Improvements 
VI. Building Communitfi Capacity 
VII. Su wort For Rood- mpacted Counties 
VIII. Ot er Statements 

I. INFORMATION TECHNOLOGY 

The availability and affordability of high speed information technology, and the abil ity 
to use it, will make it possible for rural North Carolina to compete with the rest of the 
country and the world in the next century. 

Goal: Provide, at affordable rates, high-speed (128K residential; 256K 
business) reliable Internet access to the homes and businesses of rural 
North Carolina. 

1. Pursue regulatory and statutory changes to promote affordable and reliable 
broadband connectivity statewide by: 

a. Amending the Umstead Act and related statutes, permitting the Office of 
Information Technology Services (ITS) of the Department of Commerce to 
allow Internet service providers to share the state government's statewide 
high-speed communications network, and 

b. Petitioning the Federal Communications Commission and State Utilities 
Commission to mandate that local telephone companies provide space in their 
end offices and wire centers at reasonable costs for state government and 
other telecommunications carriers to install equipment that connects to local 
phone companies' equipment. 

• Cost and ~a for: Physical and administrative infrastructure already in place for 
access to , ames for 
eqwpment supp 1ers 
and users of services. o s a e u ge ,mpac ; ex,s mg m ras rue ure and 
admimstratJOn already m place. 

1. Start a state Rural Broadband Access Fund to encourage private sector 
investment in providing high-speed information services in rural areas where it 
is not affordable. We would not favor one technology over another; our goal 
would be to use the private sector to ensure affordable access for users 
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throughout our state. If private sector sources are unable to provide services, 
the state would provide them as a last resort. This would ensure access for 
people in all rural counties in need . 

• r: Prelimina estimate is $5 millio r for three ears to 
up ron pnva e mves men . o ~ay mmatf es ,ma e o 8 

cen per mon h surcharge for each phone m res a e; u marke study 
underway. 

Goal: Ensure that people across rural North Carolina have the skills and 
knowledge necessary to take advantage of high-speed information 
technology. 

3. Issue an Executive Order bringing together organizations that provide information 
technology training. These organizations will determine how to work together 
collaboratively to most effectively and efficiently deliver information technology 
training services to students, government agencies, workers and businesses in rural 
North Carolina. 

• Cost: Most activities are already within the scope of listed agencies; additional 
fundmg could come from Rural Broadband Access Fund. 

• Timeline: Services available to all rural communities within 18 months of 
fundmg. 

• Reshonsible: N. C. Department of Commerce - Office of Information 
Tee nology Services. 

II. RURAL REDEVELOPMENT AUTHORITY 

Rural North Carolina communities must work together to identify priorities for 
regional economic development. Communities, businesses, the state's economic 
development partnerships and other economic development organizations need a 
place they can go to help finance critical economic development projects and 
expansion efforts. 

Goal: Start an organization called the Rural Redevelopment 
Authority that would have the money and mandate to finance rural 
economic development projects and invest in rural business 
development. 

1. Create a Rural Redevelopment Bank, capitalized with $200 million public 
investment, which would : 

a. Create the Rural Investment Fund, a revolving loan fund of $50 million to 
finance loans and grants for economic development projects such as shell 
buildings, proposed by the state's Economic Development Partnerships or 
other organizations. 

b. Create a Long-Term Development Fund, capitalized with $150 million, which 
would be invested in stocks and bonds, with projected earnings of $12 million 
-$15 million a year used to subsidize revenue bonds, tax revenue bonds 
issued by the Rural Redevelopment Bank, or invest directly in economic 
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development projects including sites, industrial parks, specific water and sewer 
improvements, site specific road improvements, low interest loans for buildings 
and facilities, low interest loans to lower the cost of private business 
investment and other economic development assistance. Economic 
Development Partnerships should be the primary, though not exclusive, 
means through which groups apply for funding. Partnerships could submit 
projects forconsideration by this fund or provide technical assistance to 
communities in preparing proposals. If communities develop such proposals 
on their own, the Bank should seek comment from the Partnerships and other 
appropriate entities. 

fieariy ms 
undmg or a s a e on issue. 

erpnva e 

1. Create a private, for-profit Small Business Investment Corporation (SBIC), 
called the Rural Economic Opportunity Fund, which would invest in small 
growth businesses in rural North Carolina, including those engaged in new 
agriculture product research, development, and processing and other 
businesses . 

• Cost: One time investment of $15 million from the state 's unex ended . 
res 

• Timeline: Rural Redevelopment Authority startup within 90 da*s of first 
fundin ; full ca da!tzat,on over four ears; S8/C u on a rova of charter b 

usmess mm,s ratwn. 

• Responsible: North Carolina Department of Commerce. 

Ill. EDUCATION, TRAINING AND RETRAINING 

The ultimate key to increasing economic development in rural North Carolina is people: 
better educated, better trained, more flexible workers ready for careers in high technology 
and other jobs of the next century. 

Goal: Improve the education, training and retraining of rural students and 
workers to prepare for the jobs of the next century. 

1. Extend House Bill 275 's effective date by two years to provide incentives to rural 
community colleges to train workers for jobs that are strategically important to 
regional economic development goals, which would: 

a. Retrain laid-off workers quickly; 

b. Focus training efforts on regional employment priorities; 

c. Create new focused industrial training centers; and 
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d. Expand literacy efforts. 

• Cost a • • otal; $16 million to come rom H.B. 275 
revenu ent Insuranc • ions into a 
Trainin Initiative, a om reallocation o 
Worker nd revenu Allocation o s: 

a $4 million annual! in a rant und to rovide ·ob and entre reneurshi 
training for workers a ected .!lJ!.. plant closings and mass layoffs in Tier 
One and Two counties; 

§1 $10 million annually for increased FTE funding for courses deemed 
strategically important to regional economic development goals; 

c) $1 million annually to create and maintain new rural focused industrial 
training centers; 

<j)_ $2 million annually for rural literacy program expansion in community 
colleges, literacy centers, businesses and industries. 

• Timeline: Startup within 90 days of initial funding. 

• Responsible: N. C. Community College System. 

Goal: Strengthen rural public schools, community colleges and universities in 
their ability • to provide equal opportunities for education for their students 

1. Fully fund the state's school equity formula, to improve the ability of rural schools to 
educate their children . 

• Cost: $33 million a year in General Fund revenues. 

• Timeline: Immediate upon approval offunding. 

• Responsible: N. C. Department of Public Instruction. 

1. Boost rural teacher training, recruitment and retention efforts by fully funding 
expansion of NC TEACH, a joint university-community college program 
designed to increase the supply of well-qualified teachers in public schools by 
attracting mid-career professionals in other fields to teaching, and the North 
Carolina Model Teacher Consortium, designed to provide financial support to 
encourage rural classroom teaching assistants and other school personnel to 
pursue teacher licenses and teach in their home communities, and by funding 
a community college effort to provide part of the certification tra ining for rura l 
teachers in training. 

• Cost and a or: $11 million in General Fund revenues, includin $2 million for 

$2 million for NC Model Teacher Consortium; afeproximatelrn $7 million 
Tor fundmg community colleg__e m1t1at1ve to enabe rural teac ers to 1J!!J. 
Tfietr tratmng at rural commumty colleges. 
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• Timeline: Within 90 days of approval of funding. 

• Responsible: UNG System; N. C. Community College System. 

1. Increase rural community college equity by putting additional state resources 
into rural community college budgets. These expanded financial resources will 
enable community colleges to compensate for lower local funding levels and to 
provide additional services, such as technical assistance for strategic planning 
initiatives, to rural communities. 

• Cost and payfor: $25 million a year in General Fund revenues. 

• Timeline: Immediate upon securing funding. 

• Responsible: N. C. Community College System. 

IV. AGRICULTURE 

North Carolina's farmers produce food, fiber, jobs and tax revenue. As people 
change what they consume and agriculture faces new challenges from the world 
commodity market, we need to make sure North Carolina farmers have the tools 
they need to compete in the 21st century. 

Goal: Ensure that North Carolina farmers, agribusiness leaders, 
researchers and other interested parties are working together to 
shape the future of agriculture in our state. 

1. Create the Agricultural Advancement Consortium, which would bring together 
a coalition of experts and interested parties, including farm organizations, 
universities, the North Carolina Department of Agriculture , N. C. Cooperative 
Extension, State Ports and others to research trends and identify and promote 
opportunities to improve the state's economic development through farming 
and agriculture interests. 

years t 
other pnva e sources . 

• Timeline: Startup within 90 days of funding. 

• Res onsible: Consortium would be inde endent, but directed and staffed 
t roug conomtc eve opment enter. 

Goal: Develop profitable new markets and reinvigorate existing 
markets for North Carolina agricultural and biotechnology products. 

1. Expand state funding available to promote North Carolina agricultural and 
biotechnology products. These funds could be leveraged to encourage 
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agricultural suppliers to begin or expand existing efforts, and could include 
hosting international trade shows, creating new markets for existing products, 
and providing potential markets with scientifically-based research to address 
concerns about tobacco, pork, beef and various transgenic crops and 
products. 

. . 
• ....,.,""""-,,-,.---L-r"-----,--...,......,..,-rr- -:-:cTC-:-::-C:-::--:r-:-:"""T""c'r-:----:-r-~~~~.------:-::-cr-_n:-:~c-:-r:~ ::---~ 

. . . . oun a JOn or o er sources. 

• Timeline: 3-6 months after funding. 

• Responsible: N. C. Department of Agriculture. 

1. Expand marketing of North Carolina horticultural products, enabling full 
utilization of farmland and farm structures as tobacco quotas fall, and 
replacement of some of the lost income . 

• Cost and a or: $1 million annually to enhance existing checkoff funds; 
un mg o come through the Golden L.E.A.F. foundation or other sources. 

• Timeline: 6 months after funding. 

• Responsible: N. C. Department of Agriculture. 

4. Increase e-marketing and e-commerce involving North Carolina agricultural 
products, boosting the presence of North Carolina products and services on 
the Internet. The effort would enable farmers, groups of farmers, dealers, gins, 
packers, warehouses and other agricultural businesses to engage in business 
to consumer and business to business marketing efforts using the Internet . 

• Cost and par/aor: $1 million annually; apply for funding through the Golden 
L. E.A.F. faun ation or other sources. 

• Timeline: One year initial project, with continuing updates . 

• Responsible: N.C. Department of Agriculture. 

1. Lobby the World Trade Organization and others to continue work to ensure 
equitable access to world markets, particularly U.S. access to China 's tobacco 
market . 

• Cost and payfor: No cost. 

• Timeline: Begin efforts immediately. 

• Responsible: Task Force members. 

Goal: Help North Carolina farmers to retain a greater amount of the 
total cost of agricultural products by expanding the number of 
facilities we have to improve and process products. 

1. Encourage the Rural Redevelopment Authority to actively seek out and fund 
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proposals supporting on-farm and community-based agricultural enterprises, 
including independent animal-processing facilities and other value-added 
processing facilities, including biopharmaceuticals . 

• Cost and ya~r: Funding would vary year to year based on proposals 
presented to. ural Redevelopment Authority. 

• Timeline: Upon establishment of Rural Redevelopment Authority. 

• Responsible: N. C. Department of Commerce, N. C. Department of Agriculture; 
Rural Advancement Foundation International. 

1. Provide additional funding for research into value-adding genetic changes of 
crops, including tobacco, to produce industrial enzymes, pharmaceutical 
proteins, vaccines, new forest products and other products. 

• Cost and parJ.or: $3 million annually for five years; funding to come through 
General Fun . 

• Timeline: Research should begin within 90 days of approval of funding. 

• Responsible: N. C. Biotechnology Center; UNG System. 

Goal: Determine new products North Carolina farmers could 
profitably produce to allow small farmers to remain in agriculture. 

1. Boost efforts to identify new high-value farm products such as herbs, fruits, 
vegetables and other specialty items, educate farmers in production 
techniques and marketing strategies and help in development of markets. 

• or: $1 million annually for five years; funding to come through 

• Timeline: One year to launch program. 

• Responsible: N. C. Biotechnology Center; UNG System. 

1. Identify and encourage production of plants shown to promote good health , 
prevent disease or provide other medicinal assistance, known as 
nutraceuticals. These products typically represent niche markets, but can be 
highly profitable in small quantities. 

• Cost and payfor: $2 million annually; funding to come through General Fund. 

• Timeline : Research should begin within 90 days of approval of funding. 

• Responsible: UNG System research universities; NC Department of 
Commerce. 

V. INFRASTRUCTURE IMPROVEMENTS 
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For years, North Carolina has under-invested in the basic infrastructure our rural 
communities need to succeed. There is no substitute for certain kinds of hard 
infrastructure: water and sewer, housing, roads and rail. If we build it, existing 
businesses can stay and grow, and new businesses can come and prosper. 

Goal: Provide rural North Carolina with the water and sewer, 
affordable housing, roads and rail it needs to compete for and 
sustain economic development opportunities. 

1. The state should authorize an additional $1 billion in water and sewer bonds, 
to enable communities that are currently unable to serve the needs of their 
citizens a chance to grow. For rural communities unable to afford matching 
funds to build additional capacity, the state should waive local matching fund 
requirements . 

• Cost and pa'(Jor: To service bond debt, approximately $7.5 million first year in 
General Fun revenues; $65 million year two; $100 million year three through 
five, then declining. 

• Timeline: Three year phase-in. 

• Responsible: N. C. Rural Economic Development Center. 

1. The state should increase the Housing Trust Fund by 67%, boosting the 
amount of funding available to leverage for affordable housing in the state 
from $9 million to $15 million beginning next year. The Housing Trust Fund is 
only used for direct aid to families and helps provide downpayment assistance 
for first-time homebuyers, repair needs of the elderly and disabled and rental 
housing loans for the elderly and those with special needs. The increased 
amount should be specifically targeted to housing needs in Tier One, Two and 
Three counties. 

• Cost: $6 million in addition to the FY 1999-2000 appropriation from the 
General Fund. 

• Timeline: Begin within 90 days of approval of funding. 

• Responsible: N. C. Housing Finance Agency. 

1. The state should give priority to completion of improvements to projects along 
three critical rural highways: Highway 70, Highway 17 and Highway 19E. 
Some funding for these projects is already in place, but early completion of 
these corridors will dramatically improve economic development in the areas 
served by those roads. 

• Cost and a for: If recommendation #4 is implemented, additional fundin er 

m, JOn per year. recommen a JOn Is no a op e , s ou see o 
ensure completion m 6-10 years. We recommend explonng four funding 
sources: 

1) Reallocation of existing highway funds; 
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2) Constructing one rural toll road on a trial basis; 

3) Searching for additional federal funds; 

~ Looking _!Q new revenue sources, including ~ tax and vehicle 
registration surcnarges . 

• Timeline: All funding would be provided for these projects within 6-10 years. 

• Responsible: NCDOT. 

1. NCDOT should require construction time of highways be speeded up to save 
money and help economic development corridors become a reality sooner. 
Currently highway projects can take as long as 11 years to build . The Task 
Force recommends a six-year building requirement. 

• Cost: Should be no net cost; possible savings due to increased speed of 
construction . 

• Timeline: Recommend NCDOT board continue discussions of this change and 
implement immediately. 

• Responsible: NCDOT. 

1. Create a small task force to work with Governor's Office and USDOT staff in 
Washington to secure new and additional funding for rural road priority 
projects . 

• Cost: $125,000 per year for three years . 

• Timeline: Within 90 days of securing of funding. 

• Responsible: N. C. Governor's Office and others. 

1. The NCDOT should collaborate with the N.C. Railroad and the state's railroads 
in maximizing the assets of the railroad to enhance rural economic 
development. NCDOT should immediately begin negotiations with Norfolk 
Southern for use of its line from Salisbury to Asheville for passenger service, 
as a means of boosting tourism and economic development in the Advantage 
West region. The NCDOT should work with the economic development 
community to aggressively market its Rail Industrial Access Program as a 
means of spurring economic development. 

• Cost: None; NCDOT has already urchased e uipment for this service and 
fu te; NCDOT's Rail 
n e po en 1a o 
expan e . 

• Timeline: Immediate. 

• Responsible: NCOOT. 
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VI. BUILDING COMMUNITY CAPACITY 

Many rural communities have good ideas about what needs to be done to 
strengthen their communities, but struggle to launch and sustain projects that will 
produce real returns - financial, social, civic, educational and environmental - for all 
their citizens, whether they are black, white, Native American, Latino or Asian, 
young or old, wealthy or poor. 

Goal: Create an initiative designed to boost leadership in rural 
communities, improve their ability to design and carry out 
community development projects and find funding to help with 
implementation. 

Launch the Sustainable Communities Initiative targeted to distressed communities 
that will have three major components: 

1. Create the Civic Enterprise Planning and Support Program (CEPSP), a 
one-stop center for communities working on multi-dimensional community 
development problems incubated in the Rural Economic Development Center. 
Communities could come to the center for advice and technical assistance 
from a variety of existing organizations in undertaking projects. 

• Cost: $3 million per year recurring, to include: planning grants and technical 
assistance, costs to assemble the adviso~ board and staff costs to administer 
program; a~ply for funding through the Gaden L.E.A.F. foundation and other 
program-re ated investments from other sources. 

• Timeline: Within six months of funding. 

• Responsible: N. C. Rural Economic Development Center. 

1. Create the Civic Ventures Fund (CVF) to provide a dedicated source of grant 
money available on a competitive basis to help implement community projects 
developed locally or regionally that address multiple, integrated issues, result 
in sustainable enterprises and communities, and can demonstrate a clear 
return on investment, including civic, economic, social, environmental and 
educational returns. Both the CEPSP and CVF would initially be in the Rural 
Economic Development Center, then could be relocated to the Rural 
Redevelopment Authority. 

• Cost: $6. 65 million §er year recurrin1; to cover grants and all administrative 
costs; apely for fun ing throu~h the olden L.E.A.F. foundatJOn or other 
sources, mc/udmg program-re ated investments. 

• Timeline: Within six months of funding . 

• Responsible: N. C. Rural Economic Development Center. 

1. Boost leadership training through a Leadership Opportunities Fund, providing 
needs-based scholarships to existing and future rural civic leaders who wish to 
participate in a wide variety of leadership development programs to enhance 
their skills in implementing collaborative community development initiatives . 

• Cost and payfor: $350,000 tc_er year recurring for scholarsh~ funds and annual 
administrative costs; af?{ly or funding through Golden L.E. .F foundation and 
seek other program-re ated investments. 
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• Timeline: Program design complete within six months of securing funding. 

• Responsible: N. C. Rural Economic Development Center. 

VII. SUPPORT FOR FLOOD-IMPACTED COUNTIES 

The Task Force voted to endorse the report of the New East Working Group, 
chaired by Tom Lambeth, and to forward those recommendations to the Governor, 
President Pro-Tern and Speaker of the House for their consideration. The report 
contains five guiding principles the Task Force believes the Governor and General 
Assembly should consider in their efforts to help with the long-term rebuilding of 
Eastern North Carolina: 

• Communities should play an active role in development and implementation of 
solutions . 

• Farmers, people seeking affordable housing, small business leaders and local 
governments need specific forms of short term help to enable them to prepare 
for long-term recovery . 

• Efforts of outside private businesses, philanthropy, government and other 
groups should be coordinated on a statewide level to ensure maximum impact. 

• Eastern communities will need a long-term funding source they can draw on 
for long-term economic development efforts . 

• We must not be content with restoring the East to its former condition. In order 
for rural North Carolina to become all it needs to be, we must make substantial 
improvements. 

VIII. OTHER STATEMENTS 

In addition to the principal recommendations of the group, the Task Force endorsed 
two additional statements: 

1. Electric Power 

"The NC Rural Prosperity Task Force recognizes the importance of the issue of an 
adequate, reliable and competitively-priced supply of electric power to rural North 
Carolina, and the impact it can have on our rural communities. We encourage all 
parties examining the issue of the future of the electric industry in our state to work 
quickly to make recommendations concerning this issue, keeping in mind the 

3/30/2000 11 :54 AJ'v 



Rqral Prosperity Task Force - Final Report http:/ /ruraltaskforce.state.nc. us/finalreport/report7 .html 

12 of 12 

importance of the availability of an adequate, reliable and competitively-priced 
supply of electric power for our rural communities as these communities work 
toward increasing their economic development activities." 

2. Changes to William S. Lee Act 

"Recognizing that our Task Force has received feedback from rural communities 
across the state urging changes to the William S. Lee Act, and that five of the seven 
Economic Development Partnerships have recommended changes to that act, we 
support the efforts of the North Carolina Department of Commerce to seek 
additional changes to that Act in the upcoming session of the General Assembly, as 
an important means of boosting rural economic development." 

Table of Contents I Next Page > 
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INFORMATION TECHNOLOGY SUMMARY 

The availability and affordability of high speed information technology, and the ability to 
use it, will make it possible for rural North Carolina to compete with the rest of the country 
and the world in the next century. 

Goal: Provide, at affordable rates, high-speed (128K residential; 256K 
business) reliable Internet access to the homes and businesses of rural North 
Carolina. 

1. Pursue regulatory and statutory changes to promote affordable and reliable 
broadband connectivity statewide by: 

a. Amending the Umstead Act and related statutes, permitting the Office of Information 
Technology Services (ITS) of the Department of Commerce to allow Internet service 
providers to share the state government's statewide high-speed communications 
network, and 

b. Petitioning the Federal Communications Commission and State Utilities Commission 
to mandate that local telephone companies provide space in their end offices and 
wire centers at reasonable costs for state government and other 
telecommunications carriers to install equipment that connects to local phone 
companies' equipment. 

2. Start a state Rural Broadband Access Fu__!1d to encourage private .§.e.Ctor 
investment in prov1d1ng l1igl,-speed Information services in rura l areas where it is not 

- affordable. We would not favor one technology over another; our goal would be to 
use the private sector to ensure affordable access for users throughout our state. If 
private sector sources are unable to provide services, the state would provide them 
as a last resort . This would ensure access for people in all rural counties in need. 

Goal: Ensure that people across rural North Carolina have the skills and 
knowledge necessary to take advantage of high-speed information 
technology. 

3. Issue an Executive Order bri er or anizations that rovide information 
technology !@!D.!!J.g . These organizations will eterm1ne ow to work together 
~ to most effectively and efficiently deliver information technology 
training services to students, government agencies, workers and businesses in rural 
North Carolina. 

In contrast to the strength of our highway system, North Carolina lags dramatically 
behind in information technology: we rank 46th in the percentage of our people who 
have a personal computer in their home (see Figure 1 ); and 47 th in the percentage 
of people who have Internet access in their home (see Figure 2). And at every 
income level , our rural population lags behind its urban counterparts . 
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"Believe me, when it comes to getting T-1, T-2 or heaven help us T-3 lines, 
you best have a big wallet and lots of patience." 

-- Dave Inscoe, Mitchell County Economic Development Commission 

The "digital divide" is most significant among our rural citizens. Despite the fact that 
high speed telecommunications infrastructure is available throu hout our state, 

..memhl • ccess are t picall • eas than In ur an 
~ - To look at one examp e, e monthly cost of a dedicated T-1 line, requIr 
some kinds of high-speed connectivity, can vary dramatically - from less than $250 
a month in urban centers to more than $2500 a month in rural areas. A wealthy 
urban household is 20 times more likely to have Internet access than a poor rural 
household . 
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Sc r vi cc::: Figure 3 

The auto parts manufacturer in Henderson can 't compete for business with a plant 
in Houston if it faces that kind of basic cost disadvantage. No other rural company 
can either, unless we find a way to lower the cost of this critical business tool. 
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We propose that North Carolina take steps that will make it possible for every rural 
citizen and every rural business to have access to high speed, affordable 
information technology. This effort would require the cooperation of private industry 
and regulatory changes, but would enable people in the rural parts of our state to 
compete on a {eve/ playing field with people across the world. We think the private 
sector will embrace these ideas as a new way of serving its rural customers. If they 
will not, the State should serve as a provider of last resort. 

Fortunately, North Carolina has a key tool that can help make high speed Internet 
access possible and affordable for our rural citizens: the North Carolina Information 
Highway, which has vast amounts of underutilized capacity. We should use it. 

& 
Goal: Provide, at affordable rates, high-speed (128K residential; 

t

. \ ,/ 256K business), reliable Internet access to all of the homes and 
~. businesses in rural North Carolina. 

~tJ d: Recommendation #1a: Amend the Umstead Act and related statutes, 
'\ permitting the Office of Information Technology Services (ITS) of the 

·• Department of Commerce to allow providers of Internet services to .share the 
~~ /~~,- state government's statewide high-speed communications network. 

, The state has already in place a high-speed infrastructure, the North Carolina 
Information Highway (officially the North arolina Integrated Information Network) . 
This network has enormous capacity. The p ys,c s rue u , a mmts ra ,ve 
organization and existing contracts with suppliers are already in place. By allowing 
the private sector to utilize the resources of the State 's existing Information 
Highway, we propose to extend to business, non-government non-profit agencies 
and other rural people the services currently offered to local and state government 
entities. In rural communities where the private sector feels it is unable to extend 
affordable, reliable Internet access, the State will serve as a provider of last resort. 

3 of7 

If exemptions are enacted to the Umstead Act, ITS can immediately offer 
high-speed transport services to anyone who wants to participate in providing 
Internet services to rural residents, whether they are Incumbent Local Exchange 
Carriers (ILECs) , Competitive Local Exchange Carrier (CLECs) or Internet Service 
Providers (ISPs). 

Recommendation #1 b: Petition the Federal Communications Commission and 
the State Utilities Commission to mandate that local telephone companies 
provide space in their end offices and wire centers at reasonable costs for 
state government and other telecommunications carriers to install equipment 
that connects to local phone companies' equipment. 

Currently local and long distance telephone companies own and operate equipment 
that is a critical component of the infrastructure needed to extend information 
technology services to rural communities. By allowing the physical co-location of 
information technology equipment with their existing equipment, telephone 
companies can be partners in providing advanced connectivity services to rural 
communities. We propose using an open approach so that all providers may 
participate in offering Internet services regardless of the technology they employ. 

o Cost and payfor: Physical and administrative infrastructure already in place for 
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access to hi • • anies for 
eqwpmen supp ,ers 
and users orserv,ces. o s a e u ge tmpac : ex,s mg m ras rue ure and 
administration already in place. 

o Timeline: Services available to all rural communities within 18 months of 
fundmg. 

o Reshonsible: N. C. Department of Commerce - Office of Information 
Tee nology Services. 

Recommendation #2: Initiate a state Rural Broadband Access Fund (RBAF) to 
encourage private sector investment for providing broadband Internet access 
services in unserved rural areas. 

"The development of a small information technology community in Cherokee 
County could be key in attracting other computer-related companies. Even 
though the virtual nature of their products allows them to collaborate even 
across great distances, IT companies do find synergies when they locate near 
other companies with related services." 

-- "Technology Assessment for Cherokee County," Research Triangle Institute, 
1999 

The first priority for using these funds should be to help ensure that information 
travels quickly from local telephone offices to rural homes and businesses. In many 
cases, there are not enough users in rural areas for private industry to invest in the 
kind of equipment needed, and they may need outside financial incentives. The fund 
could help provide those incentives. As additional funds become available, the 
RBAF may be used to support e-commerce education and training programs, 
worker retraining, and other value-added services. The RBAF should apply for a 
limited time period. We recommend a three year sunset provision. 

o r: Prelimina estimate is $5 millio r for three ears to 
up ron pnvate mves men . o ~ay tmma'!, es ,ma e o 8 

cen per mon h surcharge for each phone m t e s a e; u marke study 
underway. 

o Timeline: Services available to all rural communities within 18 months of 
fundmg. 

artment of Commerce - Office of Information 

The net impact of these efforts would be to generate reliable Internet connectivity in 
rural areas at roughly the same monthly cost as is available in urban areas. 

EDUCATING PEOPLE IN HOW TO USE INFORMATION TECHNOLOGY 
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"The ability of rural North Carolina to use information technology in the next 
century will make the difference between its remaining part of the first world or 
becoming like a third world country." 

David Dodson, President, MDC, Inc., Task Force member 

Good roads don't work if people don't know how to drive on them. Similarly, high 
speed Internet access won't help our rural counties unless people have the tools to 
be able to use it. We must mount a statewide effort to train people to use this 
technology, using some of the same assets that have made North Carolina strong. 

How important is this training? The three fastest growing occupations in the United 
States projected by 2004 are these: computer scientists, computer engineers, and 
systems analysts. The number of people working in each of these occupations will 
more than double, and every one of the jobs will be a high wage job. The number of 
people working as database administrators and desktop publishing specialists will 
also be growing dramatically. 

Projected Percent Gm wth of Co miuter-Related Occupatio os· 
1998-2004 

120~ ,- 1081/. 

100~ 

9'.JJRCE: Dept. of Lcb:ir, Bl.lea.iof l...a:ior 
::Xa ist ics Figl.l e 4 

Equally important, those without a working knowledge of these new tools may be 
unable to perform any but the most menial jobs. The more manufacturers 
mechanize, the fewer workers they need, and the more important it is for their 
workers to understand how to operate computer-based machines. 

Goal: Ensure that people across rural North Carolina have the skills 
and knowledge necessary to take advantage of high-speed 
information technology. 

Recommendation #3: Governor Hunt should issue an executive order bringing 
together organizations that provide information technology training. These 
organizations will determine how to work together collaboratively to most 
effectively and efficiently deliver information technology training services to 
students, government agencies, workers and businesses in rural North 
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Carolina. 

At the turn of the last century, North Carolina's Agricultural Extension Service 
equipped farmers in every county with the skills and research findings they needed 
to outgrow the world. Today, we should consider redeploying our Cooperative 
Extension Service agents to provide teaching and training about information 
technology to farmers and small businesses. 

Our statewide community college system has expressed interest in using its network 
of Small Business Centers to develop training and awareness programs for 
displaced workers and small businesses, so that these workers have the skills they 
need to compete in the 21st century. 

The Institute of Government has proposed new efforts to train government workers 
in how to provide better and more cost-effective services to citizens. This is a logical 
extension of the services the Institute currently offers . 

In addition to these resources, new companies such as Concurrent Technologies 
Corporation in Laurinburg have expressed interest in providing training to small 
businesses. Organizations such as this, that have both the experience and facilities 
to provide assistance to businesses on how to conduct e-commerce, should explore 
ways to coordinate their activities with those of the Cooperative Extension Service 
and community colleges. 

Cisco Academies have expressed an interest in building on their existing network of 
schools providing training to public school students in using information technology, 
so that our students graduate with the skills they need to start businesses and work 
in information technology careers . 

ccess 

o Timeline: Services available to all rural communities within 18 months of 
approval. 

o Reshonsible: N. C. Department of Commerce - Office of Information 
Tee nology Services. 

Conclusions 

Rural North Carolina needs to buy the technology and increase the number of 
knowledge workers to compete and thrive in the new century. Without these 
resources, rural North Carolinians will be forced to watch the new economy from the 
side of the road. 
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