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United Statea 
Department of 
Agriculture 

Office of lhe Chief 
Fmanclal Officer 

1400 lndependenee 
Avenue, SW 

W88hingt0n, DC 
20250 

USDA -
February 3, 2010 

RE: Your FOIA request #OSEC-10-020 

This correspondence responds to the Freedom of Information Act (FOIA) request 

you submitted by email to the U.S. Department of Agriculture (USDA), received on 

November 11, 2010. This request was assigned the reference number OSEC-10-020. 

You requested the following: 

Copies of reports produced for Congress during the post three (3} vears and 

which are not posted on the USDA website. 

A search for responsive records was conducted by our staff, and one thousand 

one hundred and seventy-nine (1179) pages of reports responsive to your request were 

identified in our files. These reports are hereby released to you in electronic form, as a 

Compact Disk {CD) containing three Adobe PDF files. The CD is enclosed herewith and 

contains reports as follows: 

1. File #1 contains 420 pages of reports, released in full; 

2. File #2 contains 614 pages of reports, released in full; and 

3. File #3 contains 145 pages of reports, released in full. 

We hope this information has been helpful to you. Thank you again for 

contacting USDA. 

l~ 
. ..fb { ~rtney Wilkerson, Esq. 

FOIA Officer 

U.S. Department of Agriculture 

Enclosure 
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Control Number: 5116007

USDA 
~ 

United States Department of Agriculture 

FEB 1 4 2006 

The Honorable Henry onilla 

Office of the Secretary 
Washington, D.C, 20250 

Chairman, Subcommitt eon Agriculture, Rural Develop1nent, 
Food and Drug Admi1 istration, and Related Agencies 

Committee on Appropr ations 
U.S. House ofReprese tatives 
2362-A Rayburn Haus Office Building 
Washington, D.C. 205 5-6015 

Dear Mr. Chairman: 

Tl1e House report acco1 panying the fiscal year (FY) 2005 Appropriations Act 
directs Animal ru1d Pia t Health Inspection Service (APHIS} to report on the 
status of Mexican avoc do imports. The Committee specifically requested 
infonnation on any pro lems in pest surveys, oversight by APHIS officials, and 
the diversion ofMexica avocados to other than approved destinations. 

FY 2005 is the eighth y ar the United States received avocado imports from 
approved orchards in t11 State ofMichoacan. This year, APHIS also published a 
finaJ rule in the Federal egister amending the regulations gove111ing the 
importation of Hass avo ados from Mexico. The fi11al n1le, which took effect on 
January 31, 2005, expan ed the number of States in which fresh Hass avocado 
fruit grown in approved rchards in Michoacan, Mexico, may be distributed and 
allowed the distribution fthe avocados during all months of the year. For the 
first 2 years following t e effective date of the rule, the avocados maybe 
distributed in all States xcept California, Florida, and Hawaii; after 2 years, the 
avocados may be distrib ted in all States. As we noted in our letter of February 2, 
2005, informing you of e publication of our final n1le expanding the avocado 
import program, we also made other changes in the regulatio11s, such as removing 
restrictions on the ports ough which the avocados may enter the United States 
and the corridor through \Vhic11 the avocados must transit the United States. 
However, avocados still ay not be transported through California or Florida 
during the 2-year delay. 

An Eqi;al Opportunity Employer 
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Under APHIS' requirer ents, the avocados must be grown in the Mexican State of 
Michoacan in an appro' ed municipality to be eligible for export. Both the 
municipality and growe must be registered with the Mexican national 
plant protection organi2ation's (NPPO) avocado export program and be surveyed 
semiannually and faun< free of certain pests of concern. Approved growers must 
meet strict growing, harvesting, packing, and shipping requirements. Mexican 
NPPO and APHIS offic als monitor the program jointly, and an APHIS regulatory 
official is assigned to e~ ch packing house that ships avocados to the United States 
to ensure that shipment meet AP HIS requirements. At this time, 10 
municipalities are activ ly participating in the program, but 2 have been 
suspended because of pest finds. They may be reinstated if surveys demonstrate 
that they are free of the pests listed in the program's workplan. 

At the U.S. port of entr , the U.S. Department of Homeland Security's Customs 
and Border Protection (~BP) officials verify that avocado shipments are 
accompanied by the cor ect phytosanitary documentation, that the fruit originated 
from an area authorized to export to tl1e United States, and that the boxing and 
labeling requirements were met. CBP officers examine 30 avocados fron1 each 
shipment to ensure that hey are free from agricultural pests of concern. 

The volume of avocado ~mports has increased each year of the program, with 
relatively few violations of the regulations even during periods of substantial 
growth in the volume o imports. With the removal of the date restrictions on 
Mexican Hass avocados from approved orchards in Michoacan, the volume of 
imports has continued t( increase. The following tables show the volume of 
imports by year and the riumber of boxes moved in violatio11 of the regulations. 

Table I Import Volume 
1997-1998 1998-19 9 1999-2000 2000-2001 2001-2002 2002-2003 2003-2004 

6,032,359 9,733, 05 11,729,371 10,221,114 24,477,723 29,912,688 42,607,201 
kilourams 
Total 347 60 669 576 1,375 1,683 

shipments 
Note: Previous shipping seas :ins ran from October or November through March or April 
(depending on the regulations governing the program), but data for 2004-2005 is for October 15, 

2004 through August 3, 2005 as avocado imports now continue throughout the year. 

2,377 

2004-2005 

95,432,360 

6,467 

------- ----------
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Table 2 Violation Com arison by Year 
1997- 1998- 1999- 2000- 2001- 2002-
1998 1999 2000 2001 2002 2003 

2003- 2004-
2004 2005 

Number of 
boxes moved 
in violation 

668 3,114 45 54 85 240 184 3,118 

Number of 
States where 
avocados were 
found in 
violation 

6 10 5 4 2 5 s 2 

Since the publication o the final rule expanding the import regulations, California 
and Florida State perso )nel have intercepted avocado shipments at or near their 
State borders, where dis ribution of the avocados is prohibited until January 31, 
2007. In Florida, 1 ship~ent was intercepted, and 11 shipments were intercepted 
in California. These lat er interceptions resulted from an inspection blitz 
conducted by the Califomia Department of Food and Agriculture. In all of these 
cases (which account fa the majority of the boxes moved in violation cited in 
Table 2), the shippers were en route to locations in Washington, Oregon, Arizona, 
or Nevada, and State ins iection personnel refused entry to them or required them 
to tum back to the State Jorder and use another route. APHIS officials have 
investigated 10 of these 'nstances and issued official letters of warning to the 
shippers; the eleventh co:se is still under investigation. APHIS State Plant Health 
Directors in States bord ring California infonned distributors in their States of the 
restrictions on transport')ng Mexican avocados thro11gh California, and reports of 
attempted trans-shipme1 ts have nearly stopped. APHIS will continue to conduct 
investigations into all pc tential violations and talce any necessary enforcement 
action as well as contin1 e working to educate importers and distributors about the 
regulations. 

Five avocado shipments were rejected at U.S. ports of entry between October 15, 
2004, and August 3, 20< , for reasons such as improper documentation, avocados 
with stems that exceede< the allowable stem length, and one shipment because the 
pallets in which the a voe ados were packed contained a wood-boring pest. In this 
last case, the avocados ~ ere repacked and shipped on to their destination in 
Canada. 

------ -----
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We appreciate the Com 
importance ofremainin 
letter to Congresswom 

Sincerely, 

Mike Johanns 
Secretary 

onilla 

ittee's interest in the avocado program and the 
vigilant in regulating imports. We are sending a similar 
DeLauro, and Senators Kohl and Bennett. 

.......... . . " ................ . ·.·.·.·.-.·.-.·.·.·.· · ...... · ..... ·. · ... · 
';'·~(:'·',',':: 
:-: . :-... : ·:-:-:-:-: . . . . . . . . . . ........... . . . . . . . . . . ........... . . . . . . . . . . . . . . . . . . . . . 
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FEB 1 4 2006 

USDA 
iliiiii 

United States Department of Agriculture 

Office of the Secretary 
Washington, 0.C. 20250 

The Honorable Robert . Berrnett 

Chairman, Subcorumitt e 011 Agriculture, Rural Development 
And Related Agencies 

Committee on Approp ations 
United States Senate 
188 Dirksen Senate 0 ce Bl1ilding 
Washington, D.C. 205 0-6026 

Dear Mr. Chairman: 

The House report acco 
directs A11imal aJJd Pia 
status of Mexican avoc 
information on any pro 
the diversion ofMexic 

panying the fiscal year (FY) 2005 Appropriations Act 
Health lnspectio11 Service (A.PHIS) to report on the 

do imports. The Com1nittee specifically requested 
!ems in pest surveys, oversight by APHIS officials, and 

avocados to other than approved destinations. 

FY 2005 is the eighth y ar the United States received avocado in1ports fro1n 
approved orchards i11 th State ofMichoacan. This year, APHIS also published a 
final rule in the Federal Register a111ending the regulations goven1ing the 
importation of Hass avo ados from Mexico. The final rule, which took effect 011 
January 31, 2005, expru ded the number of States in which fresh Hass avocado 
fruit grown in approved orchards in Michoacan, Mexico, may be distributed and 
allowed the distribution of the avocados during all months of the year. For tl1e 
first 2 years following t e effective date of the rule, the avocados may be 
distributed in all States xcept California, Florida, and Hawaii; after 2 years, the 
avocados may be distrib ted in all States. As we noted in our letter of February 2, 
2005, informing you of e publication of our final rule expandi11g the avocado 
import program, weals 1nade other changes in the regulations, such as removing 
restrictions on the ports hrough which the avocados may enter the United States 
and the corridor through which the avocados must transit the United States. 
However, avocados still may not be transported through California or Flonda 
during the 2-year delay. 

An Equal Opportunity Employer 
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Under APHIS' requirer ents, the avocados must be grown in the Mexican State of 
Michoacan in an appro~ ed municipality to be eligible for export. Both the 
municipality and growe must be registered with the Mexican national 
plant protection organi2ation's (NPPO} avocado export program and be surveyed 
semiannually and faun< free of certain pests of concern. Approved growers must 
meet strict growing, hruvesting, packing, and shipping requirements. Mexican 
NPPO and APHIS offic'als monitor the program jointly, and an APHIS regulatory 
official is assigned to e ch packing house that ships avocados to the United States 
to ensure that shipment meet APHIS requirements. At this time, 10 
mmiicipalities are activ ly participating in the program, but 2 have been 
suspended because of pest finds. They may be reinstated if surveys demonstrate 
that they are free of the ests listed in the program's workplan. 

At the U.S. port of entr , the U.S. Department of Homeland Security's Customs 
and Border Protection ( r.BP} officials verify that avocado shipments are 
accompanied by the cor ect phytosanitary documentation, that the fruit originated 
from an area authorized to export to the United States, and that the boxing and 
labeling requirements were met. CBP officers examine 30 avocados from each 
shipment to ensure that hey are free from agricultural pests of concern. 

The volume of avocado 'mports has increased each year of the program, with 
relatively few violations of the regulations even during periods of substantial 
growth in the volume o imports. With the removal of the date restrictions on 
Mexican Hass avocados fron1 approved orchards in Michoacan, the volume of 
imports has continued tc increase. The following tables show the volume of 
imports by year and the (lumber of boxes moved in violation of the regulations. 

Table 1 Jinport Volume 
1997-1998 1998-19 9 1999-2000 2000-2001 2001-2002 2002-2003 2003-2004 

6,032,359 9,733, 05 11,729,371 10,221,114 24,477,723 29,912,688 42,607,201 
kilo ..... ams 
Total 347 60 669 576 1,375 1,683 
shipments 

Note: Previous shipping seas JDS ran from October or November through March or April 
(depencling on the regulations governing the program), but data for 2004-2005 is for October 15, 
2004 through August 3, 2005 as avocado imports now continue throughout the year. 

2,377 

2004-2005 

95,432,360 

6,467 

----
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Table 2 Violation Com arisen by Year 
1997- 1998- 1999- 2000- 2001- 2002- 2003- 2004-
1998 1999 2000 2001 2002 2003 2004 2005 

Number of 668 3,114 45 54 85 240 184 3,118 
boxes moved 
in violation 
Number of 6 JO 5 4 2 5 5 2 
States where 
avocados were 
found in 
violation 

Since the publication o the final rule expanding the import regulations, California 
and Florida State perso tnel have intercepted avocado shipments at or near their 
State borders, where di tribution of the avocados is prohibited until January 31, 
2007. In Florida, 1 shi ment was intercepted, and 11 shipments were intercepted 
in California. These lat er interceptions resulted from an inspection blitz 
condl1cted by the Califotmia Department of Food and Agriculture. In all of these 
cases (which account for the majority of the boxes moved in violation cited in 
Table 2), the shippers v. ere en route to locations in Washington, Oregon, Arizona, 
or Nevada, and State in pection personnel refused entry to them or required them 
to tum back to the State border and use another route. APHIS officials have 
investigated 10 of these instances and issued official letters ofwam1ng to the 
shippers; the eleventh c LSe is still under investigation. APHIS State Plant Health 
Directors in States bard ring California informed distributors in their States of the 
restrictions on transport ng Mexican a\1ocados through California, and reports of 
attempted trans-shipme ts have nearly stopped. APHIS will continue to conduct 
investigations into all p tential violations and take any necessary enforcement 
action as well as contin e working to educate importers and distributors about the 
regulations. 

Five avocado shipments were rejected at U.S. ports of entry between October 15, 
2004, and August 3, 20 5, for reasons such as improper documentation, avocados 
with stems that exceede the allowable stem length, and one shipment because the 
pallets in which the avo ados were packed contained a wood-boring pest. fu this 
last case, the avocados v ere repacked and shipped on to their destination in 
Canada. 
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We appreciate the Co 
importance ofremaini 
letter to Congressman 

Sincerely, 

Mike Johanns 
Secretary 

. Bennett 

"ttee's interest in the avocado program and the 
o vigilant in regulating imports. We are sending a similar 
onilla, Congresswoman DeLauro, and Senator Kohl. 

.......... . . . . . . . . . . ' . . . . . . . . . . .......... ' .......... 
·.·.·~··.·.·.·.·.·.· 
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USDA 
iiiiii 

United States Department of Agriculture 

FEB 1 4 2006 

The Honorable Rosa D Lauro 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agri ulture, Rural Develop1nent 
Food and Drug Admi istration, and Related Agencies 

Committee on Appropr ations 
United States House of Representatives 
1016 Longworth Hot1s Office Building 
Washington, D.C. 205 5-6015 

Dear Congresswoman eLauro: 

The House report acco panying the fiscal year (FY) 2005 Appropriations Act 
directs Animal and Pl t Health Inspection Service (APHIS) to report on the 
status of Mexican avoc do i1nports. The Committee specifically reqttested 
information on any pro lems in pest surveys, oversight by APHIS officials, and 
the diversion ofMexica avocados to other than approved desti11atio11s. 

FY 2005 is the eighth y ar the United States received avocado imports from 
approved orchards in th State ofMichoacan. This year, APHIS also published a 
final ntle in the Federa Register amending the regulations governing the 
importation of Hass av cados from Mexico. The final n1le, which took effect on 
January 31, 2005, exp ded the number of States in v.-·hich fresh Hass avocado 
fn1it grown in approved orchards in Michoacan, Mexico, inay be distributed a11d 
allowed the distribution of the avocados duri11g all months of the year. For the 
first 2 years following t e effective date of the rule, the avocados may be 
distributed in all States xcept California, Florida, and Hawaii; after 2 years, the 
avocados may be distrib ted in all States. As we noted in our letter of February 2, 
2005, i11fonning you of he publication of our final rule expanding the avocado 
import program, weals made other changes in the regulatio11s, such as removing 
restrictions on the ports hrough which the avocados may enter the United States 
and the corridor through which the avocados must transit the United States. 
However, avocados still may not be transported through California or Florida 
during the 2-year delay. 

An Eq~al Opp0rtunity Employer 
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Under APHIS' requirer ents, the avocados must be grown in the Mexican State of 
Michoacan in an appro ed municipality to be eligible for export. Both the 
municipality and growe must be registered with the Mexican national 
plant protection organi:.;; ation's {NPPO) avocado export program and be st1rveyed 
semiannually and faun, free of certain pests of concern. Approved growers must 
meet strict growing, harvesting, packing, and shipping requirements. Mexican 
NPPO and APHIS offic · als monitor the program jointly, and an AP HIS regulatory 
-official is assigned to e ch packing house that ships avocados to the United States 
to ensure that shipment meet APHIS requirements. At this time, 10 
municipalities are activ ly participating in the program, but 2 have been 
suspended because of p r:st finds. They may be reinstated if surveys demonstrate 
that tl1ey are free of the ests listed in the program's workplan. 

At the U.S. port ofentIJ, the U.S. Department ofHome!and Security's Custo1ns 
and Border Protection {""'BP) officials verify that avocado shipments are 
accompanied by the cor ect phytosanitary documentation, that the fruit originated 
from an area authorized to export to the United States, and that the boxing and 
labeling requirements were met. CBP officers examine 30 avocados from each 
shipment to ensure that hey are free from agricultural pests of concern. 

The volume of avocado imports has increased each year of the program, with 
relatively few violation of the regulations even during periods of substantial 
growth in the volume o imports. With the removal of the date restrictions on 
Mexican Hass avocados from approved orchards in Micl1oacan, the volume of 
imports has continued t~ increase. The following tables show the volume of 
imports by year and the b.umber of boxes moved in viDlation of the regulations. 

Table I lmoort Volume 
1997-1998 1998-19 9 1999-2000 2000-2001 2001-2002 2002-2003 2003-2004 

6,032,359 9,733, 05 11,729,371 I0,221,114 24,477,723 29,912,688 42,607,201 

kiloln"ams 
Total 347 60 669 576 1,375 1,683 

shipments 
Note: Previous shipping sea jOns ran from October or November through March or April 
(depending on the regulation governing the program), but data for 2004-2005 is for October 15, 

2004 through August 3, 2005 as avocado imports now continue throughout the year. 

2,377 

2004-2005 

95,432,360 

6,467 
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Table 2 Violation Com arison b Year 
1997- 1998- 1999- 2000- 2001- 2002- 2003- 2004-
1998 1999 2000 2001 2002 2003 2004 2005 

Number of 668 3,114 45 54 85 240 184 3,118 
boxes moved 
in violation 
Number of 6 IO 5 4 2 5 5 2 
States where 
avocados were 
found in 
violation 

Since the publication o the fmal rule expanding the import regulations, California 
and Florida State perso1 nel have intercepted avocado shipments at or near their 
State borders, where dis :ribution of the avocados is prohibited until January 31, 
2007. In Florjda, 1 shipment was lntercepted, and 11 shipments were intercepted 
in California. These lat er interceptions resulted fro1n an inspection blitz 
conducted by the Ca!ifo tnia Department of Food and Agriculture. Jn all of these 
cases (which account fo the majority of the boxes moved in violation cited in 
Table 2), the shippers were en route to locations in Washington, Oregon, Arizona, 
or Nevada, and State ins ection personnel refused entry to them or required them 
to tum back to the State order and use another route. APHIS officials have 
investigated 10 of these lnstances and issued official letters of warning to the 
shippers; the eleventh czse is still under investigation. APHIS State Plant Health 
Directors in States bordEring California informed distributors 1n their States of the 
restrictions on transportiP-g Mexican avocados through California, and reports of 
attempted trans-shipmer shave nearly stopped. APHIS will continue to conduct 
investigations into all po ential violations and take any necessary enforcement 
action as well as continule working to educate importers and distributors about the 
regulations. 

Five avocado shipments !were rejected at U.S. ports of entry between October 15, 
2004, and August 3, 200 , for reasons such as improper documentation, avocados 
with stems that exceede the allowable stem length, and one shipment because the 
pallets in which the avocados were packed contained a wood-boring pest. In this 
last case, the avocados v. ere repacked and shipped on to their destination in 
Canada, 
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We appreciate the Com ittee's interest in the avocado program and the 
importance of remainin vigilant in regulating imports. We are sending a similar 
letter to Congressman onilla, and Senators Bennett and Kohl. 

Sincerely, 

Mike Johanns 
Secretary 

. -. - ... -... -. -... . . . . . . . . . . . . . . . . . . . " ........... . . . . . . . . . . 
·.·.~··· ·.·.·.·.·.·.· 
·j· ..... ,.,..·,.:: . . . . . . . . . . 
,',',', ·.·.·.· ... · . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .' .. .' ........ . 
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iiiim 

United States Department of Agriculture 

FEB l 4 2006 

The Honorable Herb K hi 

Office of the Secretary 
Washington, D.C. 202so 

Subcommittee on Agri ulture, Rural Development 
and Related Agencies 

Committee on Approp ations 
United States Senate 
123 Hart Senate Office uilding 
Washington, D.C. 205 0-6026 

Dear Senator Kohl: 

The House report acco panyi11g the fiscal year (FY) 2005 Appropriations Act 
directs Animal and Pl t Health Inspection Service (APHIS) to report 011 t11e 

status of Mexican avoc do imports. The Committee specifically requested 
informatio11 on any pro lems in pest surveys, oversight by APHIS officials, and 
the diversion ofMexica avocados to other than approved destinations. 

FY 2005 is the eighth y ar the United States received avocado i1nports fro1n 
approved orchards 1n th State ofMichoacan. This year, A.PHIS also published a 
final rule in the Federal Register a111ending the regulations governing the 
i1nportation of Hass avo ados from Mexico. The final n1le, which took effect on 
January 31, 2005, exp ed tl1e number of States in wl1ich fresh Hass avocado 
fruit grown in approved orchards in .Michoacan, Mexico, may be distributed and 
allowed the distribution of the avocados during all months of the year. For the 
first 2 years following t e effective date of the rule, the avocados may be 
distributed in all States xcept California, Florida, and Hawaii; after 2 years, the 
avocados maybe distrib ted in all States. As we noted in om letter of February 2, 
2005, informing you of e publication of our final rule expanding the avocado 
import program, we als made other cl1anges in the regulations, such as removing 
restrictions on the ports hrough which the avocados may enter the United States 
and the corridor through which the avocados must transit the United States. 
However, avocados still ay not be transported through California or Florida 
during the 2-year delay. 

An Equal Opportunity Employer 
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Under APHIS' requiren ents, the avocados must be grown in the Mexican State of 
Michoacan in an appro' ed municipality to be eligible for export. Both the 
municipality and growe must be registered with the Mexican national 
plant protection organization's (NPPO) avocado export program and be surveyed 
semiannually and founc free of certain pests of concern. Approved growers must 
meet strict growing, hru "esting, packing, and shipping requirements. Mexican 
NPPO and APHIS offic als monitor the program jointly, and an APHIS regulatory 
official is assigned to e ch packing house that ships avocados to the United States 
to ensure that shipment meet APHIS require1ne11ts. At tl1is ti1ne, 10 
municipalities are activ ly participating in the program, but 2 have been 
suspended because of p st finds. They may be reinstated if surveys demonstrate 
that they are free of the t:iests listed in the program's workpian. 

At the U.S. port of entr , the U.S. Department of Homeland Security's Customs 
and Border Protection ( i...BP) officials verify that avocado shipments are 
accompanied by the con ect phytosanitary documentation, that the fruit originated 
from ai1 area authorized o export to the United States, and that the boxing and 
iabeli11g require1nents w re met. CBP officers examine 30 avocados fro111 each 
shipment to ensure that hey are free from agricultural pests of concern. 

The volume of avocado mports has increased each year of the program, with 
relatively few violations of the regulations even during periods of substantial 
growth m the volume o imports. With the removal of the date restrictions on 
Mexican Hass avocados from approved orchards in Michoacan, the volume of 
imports has continued tc increase. The following tables show the volume of 
imports by year and the !lumber of boxes moved in violation of the regulations. 

Table I Imnort Volume 
1997-1998 1998-19 9 1999-2000 2000-2001 2001-2002 2002-2003 2003-2004 

6,032,359 9,733, 05 11,729,371 I0,221,114 24,477,723 29,912,688 42,607,201 

kilorrrams 
Total 347 ' 60 669 576 1,375 1,683 
shipments 

Note: Previous shipping seas ns ran from October or November through March or April 
(depending on the regulations governing the program), but data for 2004-2005 is for October 15, 
2004 through August 3, 2005, as avocado imports now continue throughout the year. 

2,377 

2004-2005 

95,432,360 

6,467 
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Table 2 Violation Com arison by Year 
1997- 1998- 1999-
1998 1999 2000 

2000- 2001-
2001 2002 

2002-
2003 

2003- 2004-
2004 2005 

Number of 
boxes moved 
in violation 

668 3,114 45 54 85 240 184 3,118 

Number of 
States where 
avocados were 
found in 
violation 

6 IO 5 4 2 5 5 2 

Since the publication o the final rule expanding tl1e import regulations, Califon1ia 
and Florida State perso nel have intercepted avocado shipments at or near their 
State borders, where dis:ribution of the avocados is prohibited until January 31, 
2007. In Florida, 1 ship!rnent was intercepted, and 11 shipments were intercepted 
in California. These lat er interceptions resulted from an inspection blitz 
conducted by the California Department of Food and Agriculture. In all of these 
cases (which account fo the majority of the boxes moved Jn violation cited in 
Table 2), the shippers were en route to locations in Washington, Oregon, Arizona, 
or Nevada, and State in1 pection personnel refused entry to them or required them 
to tum back to the State border and use another route. APHIS officials have 
investigated 10 of these ··nstances and issued official letters of warning to the 
shippers; the eleventh c~ se is still under investigation. APHIS State Plant Health 
Directors in States bard( ring California informed distributors in their States of the 
restrictions on transporting Mexican avocados through California, and reports of 
attempted trans-shipme1 ts have nearly stopped. APHIS will continue to conduct 
investigations into all p( tential violations and take any necessary enforcement 
action as well as contint~ working to educate importers and distributors about the 
regulations. 

Five avocado shipments were rejected at U.S. ports of entry between October 15, 
2004, and August 3, 200 , for reasons such as improper documentation, avocados 
with stems that exceede the allowable stem length, and one shipment because the 
pallets in which the avocados were packed contained a wood-boring pest. In this 
last case, the avocados~ ere repacked and shipped on to their destination in 
Canada. 
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We appreciate the Cot ittee's interest in the avocado program and the 
importance ofremainin vigilant in regulating imports. We are sending a similar 
letter to Congressman onilla, Congresswoman DeLauro, and Senator Bennett. 

Sincerely, 

Mike Johanns 
Secretary 

.... ' ..... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
-.·.~·-··.·.·.·.·.·.· 

:;\j(r/ 1/:; . . . . ..... . . . . . . . . . . .......... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 



Control Number: 5116111 

dfjj 
Unit~d States Department of Agriculture 

l@llaIY 11, 2006 

I~FORMATIONAL MEMORANDUM 

TO: Dr.Joseph Jen 

FROM! 

Under Secretary, Research, Educati.pn,; and Economio's 

Susan E .. Qffutt ~,!'WI Ji.. 1 
Adtnini:strator UN'°"""" "" 

R~sponse to,a request from tµe lIP!J:Se.-S,en~te Confefenee-Cin1µnitt~ on 
Appropriations on the impact ofdsing'energy prices on agricultural and rural 
co.mm unities. 

Attached for review and clearance is .a respense to a request from the House-Senate Conference. 
Coll),lUittee on Appropriations on the impacJ of rising energy prices on agric\lltural and rural 
communities .. 

In writing the FY 2006 Agricultare Appropriation t,il1 tegatding.ERS~ the House-Senate 
conference committee report requested a study on energy and agri~ulture, spedficallyr 

.n •.• Also, within the funds provided, the conferees extyect not iater than 90 days after the 
<la!e of enactment of this Act, tJle Secretary of Agriclllture" in cooperation with the 
Secretary of Ener~, to provide.to the Committees on Appropriations of both Houses of 
Congress, a. report that describes the impapt .of increas~ prices .of gas., natural ·gas, and 
diesel on a.griculttital producers, ranche$,, and 'rutal c6nununitie$'. ·~ 

Tbe Economic Research S'ervi~e. h_~ prep~ a report .~dressing thes.(' questio~: 

The response to the c.onstituent's quesfipn will be eleared. by USDA's Office of Budget and 
Program Analysis and Office of the General Couns.el. 

Attachments 

Economic Research service 
1800 M '.Street. NW, Washihgtoh, DC,20036-5831 

www.er.s.U!3da,gov 
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USDA 
iliiiii 

United State!> Department of Agrlcullure 

APR 7 _ 2006 

The Honorable Rosa L. DeLauro 
Ranking Member 

ON1ce ol the Secretary 
Washington, o_c 20250 

Subcommittee on Agriculture, Rural Development, Food 
and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-6016 

Dear Congresswoman DeLauro: 

In the Conference report accompanying the FY 2006 Agriculture Appropriations Act, Congress 
requested a study on energy and agriculture, specifically: 

" ... Also, within the funds provided, the conferees expect not later than 90 days after the 
date of enactment of this Act, the Secretary of Agriculture, in cooperation with the 
Secretary of Energy, to provide to the Committees on Appropriations of both Houses of 
Congress, a report that describes the impact of increased prices of gas, natural gas, and 
diesel on agricultura] producers, ranchers, and rural communities." 

The enclosed report provides a comprehensive look at the impact of rising energy prices on 
agricultural production and rural communities. The analysis relies almost exclusively on the 
agricultural data from the Agricultural Resource Management Survey (ARMS) of the Economic 
Research Service (ERS). This database provides a comprehensive accounting of the costs of 
agricultural production at both the commodity and whole-fann levels and enables ERS to 
provide a complete picture of where and what commodities are affected by rising energy costs. 
Information was also obtained from the Census of Agriculture. ERS worked in cooperation with 
the Energy Information Administration of the Department of Energy to obtain energy price 
forecasts and examine the impacts on rural communities. 

Rising energy prices will likely increase the demand for bio-energy, from which agriculture may 
benefit and play a key role. However, data are not currently available to support a 
comprehensive economic analysis of these effects. Some insights are contained in the USDA 
Agricultural Baseline Projections to 2015 which assumes an increa<>e in corn demand for bio· 
energy and incorporates energy price forecasts from the Energy Information Administration in 
production costs for all countries. The USDA baseline embeds an assumption about future corn 
use for ethanol: "Corn used to produce ethanol in the United States more than doubles the 
2004/05 level by 2015/16. This increa<>e reflects the Renewable Fuel Program of the Energy 
Policy Act of 2005, large ongoing ethanol plant construction. and economic incentives provided 
by continued high oil prices." 

An Equal Opportunity EmplO)ler 
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Highlights of our findings in this report include: 

• Farm production expenses for fuel and oil are now forecast to be up by $3.4 billion in 
2005, a 41 percent increase over 2004. 

• Fertilizer expenses for 2005 are forecast to increase $1.7 billion, 15 percent higher than 
2004. 

• Between 2004 and 2005, gasoline and diesel prices increased 22.6 percent and 33.3 
percent, respectively and are further expected to increase 8.0 percent and 4.1 percent, 
respectively, between 2005 and 2006. 

Energy price increases will have the biggest impact on fanners where energy represents a 
significant share of operating costs. 

• Energy inputs account for at least 46 percent of total operating costs for producers of 
wheat, corn, grain sorghum, and oats. 

• Energy costs comprise 22 percent of total operating costs for producers of soybeans. 

Options available to farmers to adapt to rising energy costs: 

• Nearly 49 percent of commercial farms used forward purchasing to Jock in prices for 
production inputs. 

• About 41 percent of commercial farms negotiated price discounts for bulk purchases of 
production inputs. 

• Most farmers have experience with energy price shocks and are likely to make suitable 
near- and long-term adjustments to their energy use. 

How will rural communities be affected by rising energy costs? 

• Rural residents who are now driving farther for work and for consumer goods and 
services than in the past will be impacted by higher energy prices. Also, in many rural 
areas, higher energy prices will adversely impact recreational activities (such as fishing, 
hunting, and boating) and hence economic growth in those areas. 

• High fuel prices are likely to affect residents of rural counties with persistent poverty the 
most, since they tend to drive longer distances for work and have tighter family budgets. 
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ERS researchers would be pleased to provide a briefing to the requesters regarding the report's 
findings. 

Similar letters are being sent to Senator Robert Bennett, Senator Herb Kohl, and Congressman 
Henry Bonilla. 

/;4<µ-~-
Mike Johanns 
Secretary 

Enclosure 
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The Honorable Henry Bonilla 
Chairman 

USDA --
United States Department of Agrlculture 

Office of the Secretary 
Washington, D.C 20250 

Subcommittee on Agriculture, Rural Development, Food and 
Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
Room 2362-A Rayburn House Office Building 
Washington, D.C. 20515-6015 

Dear Chainnan Bonilla: 

In the Conference report accompanying the FY 2006 Agriculture Appropriations Act, Congress 
requested a study on energy and agriculture, specifically: 

" ... Also, within the funds provided, the conferees expect not later than 90 days after the 
date of enactment of this Act, the Secretary of Agriculture, in cooperation with the 
Secretary of Energy, to provide to the Committees on Appropriations of both Houses of 
Congress, a report that describes the impact of increased prices of gas, natural gas, and 
diesel on agricultural producers, ranchers, and rural communities." 

The enclosed report provides a comprehensive look at the impact of rising energy prices on 
agricultural production and rural communities. The analysis relies almost exclusively on the 
agricultural data from the Agricultural Resource Management Survey (ARMS) of the Economic 
Research Service (ERS). This database provides a comprehensive accounting of the costs of 
agricultural production at both the commodity aod whole-farm levels aod enables ERS to 
provide a complete picture of where and what commodities are affected by rising energy costs. 
Information was also obtained from the Census of Agriculture. ERS worked in cooperation with 
the Energy Information Administration of the Department of Energy to obtain energy price 
forecasts and examine the impacts on rural communities. 

Rising energy prices will likely increase the demand for bio-energy, from which agriculture may 
benefit and play a key role. However, data are not currently available to support a 
comprehensive economic analysis of these effects. Some insights are contained in the USDA 
Agricultural Baseline Projections to 2015 which assumes an increase in com demand for bio
energy and incorporates energy price forecasts from the Energy Information Administration in 
production costs for all countries. The USDA baseline embeds an assumption about future com 
use for ethanol: "Corn used to produce ethanol in the United States more than doubles the 
2004/05 level by 2015/16. This increase reflects the Renewable Fuel Program of the Energy 
Policy Act of2005, large ongoing ethanol plant construction, and economic incentives provided 
by continued high oil prices." 

An Equal Opporh.inlty Empluyer 
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Highlights of our findings in this report include: 

• Fann production expenses for fuel and oil are now forecast to be up by $3.4 billion in 
2005, a 41-percent increase over 2004. 

• Fertilizer expenses for 2005 are forecast to increase $1.7 billion, 15 percent higher than 
2004. 

• Between 2004 and 2005, gasoline and diesel prices increased 22.6 percent and 33.3 
percent, respectively and are further expected to increase 8.0 percent and 4.1 percent, 
respectively, between 2005 and 2006. 

Energy price increases will have the biggest impact on farmers where energy represents a 
significant share of operating costs. 

• Energy inputs account for at least 46 percent of total operating costs for producers of 
wheat, com, grain sorghum, and oats. 

• Energy costs comprise 22 percent of total operating costs for producers of soybeans. 

Options available to fanners to adapt to rising energy costs: 

• Nearly 49 percent of commercial farms used forward purchasing to lock in prices for 
production inputs. 

• About 41 percent of commercial fanns negotiated price discounts for bulk purchases of 
production inputs. 

• Most farmers have experience with energy price shocks and are likely to make suitable 
near- and long-term adjustments to their energy use. 

How will rural communities be affected by rising energy costs? 

• Rural residents who are now driving farther for work and for consumer goods and 
services than in the past will be impacted by higher energy prices. Also, in many rural 
areas, higher energy prices will adversely impact recreational activities (such as fishing, 
hunting, and boating) and hence economic growth in those areas. 

• High fuel prices are likely to affect residents of rural counties with persistent poverty the 
most, since they tend to drive longer distances for work and have tighter family budgets. 
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ERS researchers would be pleased to provide a briefing to the requesters regarding the report's 
findings. 

Similar letters are being sent to Senator Robert Bennett, Senator Herb Kohl, and 
Congresswoman Rosa DeLauro. 

Sincerely, 

µ92-
Mike Johanns 
Secretary 

Enclosure 



USDA 
~ 

United Statea Department o1 Agriculture 

(APR 7 _ZOOS 

The Honorable Herb Kohl 
Ranking Member 

Office of !he Secretary 
Washington, O.C. 20250 

Subcommittee on Agriculture, Rural Development, and Related Agencies 
Committee on Appropriations 
United States Senate 
123 Hart Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Kohl: 

In the Conference report accompanying the FY 2006 Agriculture Appropriations Act, Congress 
requested a study on energy and agriculture, specifically: 

" ... Also, within the funds provided, the conferees expect not later than 90 days after the 
date of enactment of this Act, the Secretary of Agriculture, in cooperation with the 
Secretary of Energy, to provide to the Committees on Appropriations of both Houses of 
Congress, a report that describes the impact of increased prices of gas, natural gas, and 
diesel on agricultural producers, ranchers, and rural communities." 

The enclosed report provides a comprehensive look at the impact of rising energy prices on 
agricultural production and rural communities. The analysis relies almost exclusively on the 
agricultural data from the Agricultural Resource Management Survey (ARMS) of the Economic 
Research Service (ERS). This database provides a comprehensive accounting of the costs of 
agricultural production at both the commodity and whole-farm levels and enables ERS to 
provide a complete picture of where and what commodities are affected by rising energy costs. 
Information was also obtained from the Census of Agriculture. ERS worked in cooperation with 
the Energy Information Administration of the Department of Energy to obtain energy price 
forecasts and examine the impacts on rural communities. 

Rising energy prices will likely increase the demand for bio-energy, from which agriculture may 
benefit and play a key role. However, data are not currently available to support a 
comprehensive economic analysis of these effects. Some insights are contained in the USDA 
Agricultural Baseline Projections to 2015 which assumes an increase in com demand for bio
energy and incorporates energy price forecasts from the Energy Information Administration in 
production costs for all countries. The USDA baseline embeds an assumption about future corn 
use for ethanol: "Corn used to produce ethanol in the United States more than doubles the 
2004/05 level by 2015/16. This increase reflects the Renewable Fuel Program of the Energy 
Policy Act of2005, large ongoing ethanol plant construction, and economic incentives provided 
by continued high oil prices." 

An Eql.lal Opportunity ~loygr 
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Highlights of our findings in this report include: 

• Fann production expenses for fuel and oil are now forecast to be up by $3.4 billion in 
2005, a 41-percent increase over 2004. 

• Fertilizer expenses for 2005 are forecast to increase $1.7 billion, 15 percent higher than 
2004. 

• Between 2004 and 2005, gasoline and diesel prices increased 22.6 percent and 33.3 
percent, respectively and are further expected to increase 8.0 percent and 4.1 percent, 
respectively, between 2005 and 2006. 

Energy price increases will have the biggest impact on farmers where energy represents a 
significant share of operating costs. 

• Energy inputs account for at least 46 percent of total operating costs for producers of 
wheat, corn, grain sorghum, and oats. 

• Energy costs comprise 22 percent of total operating costs for producers of soybeans. 

Options available to farmers to adapt to rising energy costs: 

• Nearly 49 percent of commercial farms used forward purchasing to lock in prices for 
production inputs. 

• About 41 percent of commercial farms negotiated. price discounts for bulk purchases of 
production inputs. 

• Most farmers have experience with energy price shocks and are likely to make suitable 
near- and long-term adjustments to their energy use. 

How will rural communities be affected by rising energy costs? 

• Rural residents who are now driving farther for work and for conswner goods and 
services than in the past will be impacted by higher energy prices. Also, in many rural 
areas, higher energy prices will adversely impact recreational activities (such as fishing, 
hunting. and boating) and hence economic growth in those areas. 

• High fuel prices are likely to affect residents of ruraJ counties with persistent poverty the 
most, since they tend to drive longer distances for work and have tighter family budgets. 
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ERS researchers would be pleased to provide a briefing to the requesters regarding the report's 
findings. 

Similar letters are being sent to Senator Robert Bennett, Congressman Henry Bonilla, and 
Congresswoman Rosa DeLauro. 

A~<2L~---
Mike Johann1- . 

Secretary 

Enclosure 
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United State$ Department of Agriculture 

APR 7 _ 2006 

The Honorable Robert Bennett 
Chairman 

Office of the Secretary 
Washingtoll, D.C. 20250 

Subconunittee on Agriculture. Rural Development, and Related Agencies 
Committee on Appropriations 
United States Senate 
188 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Chairman Bennett: 

In the Conference report accompanying the FY 2006 Agriculture Appropriations Act, Congress 
requested a study on energy and agriculture, specifically: 

" ... Also, within the funds provided, the conferees expect not later than 90 days after the 
date of enactment of this Act, the Secretary of Agriculture, in cooperation with the 
Secretary of Energy, to provide to the Committees on Appropriations of both Houses of 
Congress, a report that describes the impact of increased prices of gas, natural gas, and 
diesel on agricultural producers, ranchers, and rural communities." 

The enclosed report provides a comprehensive look at the impact of rising energy prices on 
agricultural production and rural communities. The analysis relies almost exclusively on the 
agricultural data from the Agricultural Resource Management Survey (ARMS) of the Economic 
Research Seivice (ERS). This database provides a comprehensive accounting of the costs of 
agricu1tural production at both the commodity and whole-farm levels and enables ERS to 
provide a complete picture of where and what commodities are affected by rising energy costs. 
Information was also obtained from the Census of Agriculture. ERS worked in cooperation with 
the Energy Information Administration of the Department of Energy to obtain energy price 
forecasts and examine the impacts on rural communities. 

Rising energy prices will likely increase the demand for bio-energy, from which agriculture may 
benefit and play a key role. However, data are not currently available to support a 
comprehensive economic analysis of these effects. Some insights are contained in the USDA 
Agricultural Baseline Projections to 2015 which assumes an increase in com demand for bio
energy and incorporates energy price forecasts from the Energy Information Administration in 
production costs for all countries. The USDA baseline embeds an assumption about future com 
use for ethanol: "Com used to produce ethanol in the United States more than doubles the 
2004105 level by 2015/16. This increase reflects the Renewable Fuel Program of the Energy 
Policy Act of2005, large ongoing ethanol plant construction, and economic incentives provided 
by continued high oil prices." 

All Equal Opportunity Employer 
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Highlights of our findings in this report include: 

• Farm production expenses for fuel and oil are now forecast to be up by $3.4 billion in 
2005, a 41-percent increase over 2004. 

• Fertilizer expenses for 2005 are forecast to increase $J .7 billion, 15 percent higher than 
2004. 

• Between 2004 and 2005, gasoline and diesel prices increased 22.6 percent and 33.3 
percent, respectively and are further expected to increase 8.0 percent and 4.1 percent, 
respectively, between 2005 and 2006. 

Energy price increases will have the biggest impact on farmers where energy represents a 
significant share of operating costs. 

• Energy inputs account for at least 46 percent of total operating costs for producers of 
wheat, com, grain sorghum, and oats. 

• Energy costs comprise 22 percent of total operating costs for producers of soybeans. 

Options available to farmers to adapt to rising energy costs: 

• Nearly 49 percent of commercial farms used forward purchasing to lock in prices for 
production inputs. 

• About 41 percent of commercial fanns negotiated price discounts for bulk purchases of 
production inputs. 

• Most farmers have experience with energy price shocks and are likely to make suitable 
near- and long-term adjustments to their energy use. 

How will rural communities be affected by rising energy costs? 

• Rural residents who are now driving farther for work and for consumer goods and 
services than in the past will be impacted by higher energy prices. Also, in many rural 
areas, higher energy prices will adversely impact recreational activities (such as fishing, 
hunting, and boating) and hence economic growth in those areas. 

• High fuel prices are likely to affect residents of rural counties with persistent poverty the 
most, since they tend to drive longer distances for work and have tighter family budgets. 
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ERS researchers would be pleased to provide a briefing to the requesters regarding the report's 
findings. 

Similar letters are being sent to Senator Herb Kohl, Congressman Henry Bonilla, and 
Congresswoman Rosa DeLauro. 

Sincerely, 

A,..;fa.L.-·-··-
Mike Johan?- . 

Secretary 

Enclosure 
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The Honorable Collin Peterson 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 

USDA 
2 ---

United Stalea Dep•rtment of Agrlculture 

Office of the Secretary 
Washington, D.C. 20250 

JAN 2 6 2006 

1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Peterson: 

As directed by Public Law I 08~465, I am writing to report on progress made in reducing 
the backlog of applications for exports of U.S. specialty crops. 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness 
Act of2004, I am transmitting the following information: 

1. The total number of applications processed to completion-53 is the total number 
of export issues resolved in 2005. This number includes progress on gaining or 
expanding market access, as well as retaining access to markets that were 
threatened. 

2. The number of backlog applications processed to completion--42 of the 53 
export issues resolved in 2005 were backlog issues USDA has been working on 
for 1nore than a year. 

3. The percentage of backlog applications processed to completion-----46 percent of 
backlog export issues were resolved in 2005. Tiris number was obtained by 
dividing the number of backlog issues resolved in 2005 (42), by the number of 
backlog export issues still pending (92). 

4. The number of backlog applications remaining-There are 50 export issues 
remaining that were initiated prior to 2005. 

In addition to this required infonnation, I will be providing the Animal and Plant Health 
Inspection Service's "Sanitary and Phytosanitary Accomplishments Report for FY 2005" 
upon its completion in April 2006. The accomplishments report will provide more 
information on exp:1rt markets where we have gained, expanded, or retained access for 
U.S. specialty crops, among other commodities. 

An Equal Opporrunity EmploYfi 
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I am sending an identical letter to the Chairman of the House Committee on Agriculture 
and the Chairman and Ranking Member of the Senate Committee on Agriculture, 
Nutrition, and Forestry. 

Sincerely, 

A_;(<?-~··. 
Mike Johanns 
Secretary 



The Honorable Tom Harkin 
Ranking Member 

USDA 
iiiiii 

United States Department of Agriculture 

OHice of the Secretary 
Washington. DC. 20250 

JAN 2 6 2006 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Senator Harkin: 

As directed by Public Law 108-465, I am writing to report on progress made in reducing 
the backlog of applications for exports of U.S. specialty crops. 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness 
Act of2004, I am transmitting the following information: 

1. The total number of applications processed to completion-53 is the total number 
of export issues resolved in 2005. This number includes progress on gaining or 
expanding market access, as well as retaining access to markets that were 
threatened. 

2. The number of backlog applications processed to completion--42 of the 53 
export issues resolved in 2005 were backlog issues USDA has been working on 
for more than a year. 

3. The percentage of backlog applications processed to completion---46 percent of 
backlog export issues were resolved in 2005. This number was obtained by 
dividing the number of backlog issues resolved in 2005 (42), by the number of 
backlog export issues still pending (92). 

4. The number of backlog applications remaining-There are 50 export issues 
remaining that were initiated prior to 2005. 

In addition to this required information, I will be provicling the Animal and Plant Health 
Inspection Service's "Sanitary and Phytosanitary Accomplishments Report for FY 2005" 
upon its completion in April 2006. The accomplishments report will provide more 
information on export markets where we have gained, expanded, or retained access for 
U.S. specialty crops, among other commodities. 

An Equal Opportunity Employer 
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1 am sending an identical letter to the Chairman of the Senate Committee on Agriculture, 
Nutrition, and Forestry and the Chairman and Ranking Member of the House Committee 
on Agriculture. 

Sincerely, 

Mike Johanns 
Secretary 



USDA 
iiiiii 

United States Department of Agrfculture 

Office of ttre Secretary 
Washington, D_C 20250 

JAN 2 6 2006 

The Honorable Robert W. "Bob" Goodlatte 
Chairman, Committee on Agriculture 
U.S. House of Representatives 
1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

As directed by Public Law 108-465, I am writing to report on progress made in reducing 
the backlog of applications for exports of U.S. specialty crops. 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness 
Act of 2004, I am transmitting the following information: 

1. The total number of applications processed to completion-53 is the total number 
of export issues resolved in 2005. This number includes progress on gaining or 
expanding market access, as well as retaining access to markets that were 
threatened. 

2. The number of backlog applications processed to completion--42 of the 53 
export issues resolved in 2005 were backlog issues USDA has been working on 
for more than a year. 

3. The percentage of backlog applications processed to completion---46 percent of 
backlog export issues were resolved in 2005. This number was obtained by 
dividing the number of backlog issues resolved in 2005 (42), by the number of 
backlog export issues still pending (92). 

4. The number of backlog applications remaining-There are 50 export issues 
remaining that were initiated prior to 2005. 

In addition to this required information, I will be providing the Animal and Plant Health 
Inspection Service's "Sanitary and Phytosanitary Accomplishments Report for FY 2005" 
upon its completion in April 2006. The accomplishments report will provide more 
information on export markets where we have gained, expanded, or retained access for 
U.S. specialty crops, among other commodities. 

An Equal Opponunlty Employer 
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I am sending an identical letter to the Ranking Member of the House Committee on 
Agriculture and the Chairman and Ranking Member of the Senate Committee on 
Agriculture, Nutrition, and Forestry. 

Sincerely, 

A_;(rJL-.~-
Mike Johanns 
Secretary 



USDA 
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United States Department of Agriculture 

The Honorable Saxby Chambliss 

Office o, the Secretary 
Washington. D.C 20250 

JAN '' " "UU" r., 0 t. 0 

Chairman, Committee on Agriculture, Nutrition. and Forestry 
United States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

As directed by Public Law I 08-465, I am writing to report on progress made in reducing 
the backlog of applications for exports of U.S. specialty crops. 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness 
Act of2004, I am transmitting the following information: 

1. The total number of applications processed to completion-53 is the total number 
of export issues resolved in 2005. This number includes progress on gaining or 
expanding market access, as well as retaining access to markets that were 
threatened. 

2. The number of backlog applications processed to completion-42 of the 53 
export issues resolved in 2005 were backlog issues USDA has been working on 
for more than a year. 

3. The percentage of backlog applications processed to compJetion-46 percent of 
backlog export issues were resolved in 2005. This number was obtained by 
dividing the number of backlog issues resolved in 2005 (42), by the number of 
backlog export issues still pending (92). 

4. The number of backlog applications remaining-There are 50 export issues 
remaining that were initiated prior to 2005. 

In addition to this required information, I '\Viii be providing the Animal and Plant Health 
Inspection Service's "Sanitary and Phytosanitary Accomplishments Report for FY 2005" 
upon its completion in April 2006. The accomplishments report will provide more 
information on export markets where we have gained, expanded, or retained access for 
U.S. specialty crops, among other commodities. 

An Equal Opportunity Employ0r 
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I am sending an identical letter to the Ranking Member of the Senate Committee on 
Agriculture, Nutrition, and Forestry and the Chairman and Ranking Member of the House 
Committee on Agriculture. 

Sincerely, 

Mike Johanns 
Secretary 



Control Number: 5119669

MAR 16 2006 

USDA -
UnltM at.tM DepMment of Agriculture 

Office of the Secretary 
washington, D.C. 20250 

The Honorable J. Dennis Hastert 
Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Mr. Speaker: 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office oflnspector General's Semiannual Report to 
Congress covering the 6-month period that ended September 30, 2005. 

This report reflects the work of the Office of Inspector General to promote efficiency and 
effectiveness and to prevent and detect fraud and mismanagement in the Department of 
Agriculture's operations. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 



USDA -
United S'*9 D..,.mn.nt of Agriculture 

MAR 16 ZOOS 

The Honorable Richard B. Cheney 
President of the Senate 
Washington, D.C. 20501 

Dear Mr. President: 

Office of the Secretary 
wastiington, D.C. 20250 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office oflnspector General's Semiannual Report to 
Congress covering the 6-month period that ended September 30, 2005. 

This report reflects the work of the Office of Inspector General to promote efficiency and 
effectiveness and to prevent and detect fraud and mismanagement in the Department of 
Agriculture's operations. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 
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The Honorable Herb Kohl 

Unit~ States Departmo>nt of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

HAY 23 2006 

Subcon1mittee on Agric11'ture, Rm-ctl Development 
and Related Age11cies 

Comn1ittee on Appropriatio11s 
United States Se11ate 
123 Hart Senate Office Building 
Wa5hington, D.C. 20510·6026 

Dear Senator Kohl: 

We arc pleased to report on actions taken b)' the Animal and Plant Health Inspection SeP:ice 
(/\.PHIS) to\vard develoriment and i1111)len1e11tation of regulations that allow for an open 
microchip technolog)' for the n1icrochippll1g of pets in 'vhich all sca11ners ca11 read all cl1ips, 
and best serves pet ov.rners interested in using the S)'Ste1n. 

In enforcing the Animal Welfare 1\ct (i\ \VA)i r'\Pl!IS prot~cts certain animals fron1 inhun1ane 
treatment and neglect. 'l'he A \V.-'\ requires tl1at individuals 'be licenstxi. i.)r registerrd \\-'ith API-118 
if they transport such animals c:on1merciall)', use them i11 research or product testing, exhibit 
them to the public, or breed them for sale as pets at the v.'holesale level. llndcr the i\ \V1\i 
licensees and regjstrai1ts n1ust 111t--et specified i11inimw11 standards V1.'itl1 regard ti..) ai1i1nal cm·e !:Ul{t 
husbandry. which i11clude providing their anin1als \Vith veterinary care, a balanced diet, clean and 
structurally sound h<>uS'ing, and protection from extreines ofweatl1t·r and temperature. In 
additio11, the 1\ IJ..1 t\ regulatiOllS require th.at licensees and registra11ts t11aintain accurnte records 
sho~\."ing the acquisition, disposition, and i(ientification of dogs <.Uli.l cats. 'fhcre are no 
requirements for records on other s11ecies of anll11als at research facilities (registrru1ts). 

The Confere11ce Corm11ittee Report accompanying tl1e Agriculture, R.ural De\'elopment, f'ood 
and Drug Administration, and Related Agencies Appropriations Act, 2006 (Pub. L. I 09-97) 
directed APHIS to develop approp1iatc regulations tliat a1low for a.ii 01le11 radio fi·cqucncy 
identification technology l11icrochip systein that vvould e11able a scan11er to read a1l 111icrochips 
·used for the identification of pets. In additio11, the Age11cy was pctiti()ne~t by- stakehol .. lers to 
solicit con1111e11ts 011 the need for the adr>1)tion of the Inteniational Organizatio11 for 
Standardization (ISO) standards as the National Standar(.i for tl1t' 111icrochlpping of corr1panio11 
anin1als for ide11tification. In response to the Committee's directive and stakeholder petition, 



'fhe Ho11orable Herb Kohl 
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}\P_HIS drafted an Advanced Notice of Proposed Rl1le1naking (ANPR) that is undergoing fmal 
review before pl1blication irt the Federal Register. The 1\NPR is intended to: (1) solicit 
co111iuents fro111 the public on proposed changes to tl1e A \}/A regl1lations that \Vo1dd address the 
use of microchips for i.den.tifying anin111ls co\·ered under the 1\ Vll\; and (2) advise tl1c public t11at 
/\.PHIS will be hosti11g a series <)f in10nnational meetings on tliis subject in the coming 1nonths at 
various locations around the country. 'The for111a1 pubHc con1111e11ts and feedback from the public 
meetittgs \Vill pro\1ide tl1e l)asis for eve11tual regulation, and also \Vill Hssist .4.PHIS in 
detern1i.11ing ho\\' to deal \';ith the current situation \\'here J110st pets nre identitied v,ritl1 a no11·JSO 
cftip. Because the .4. \11//\ explicjtly excludes privately ov.1J1ed pet animals that are not used for 
reg1Ilated purposes, .t\PiiIS has no regulatory authority wi1h regard to these ani111als .. Ho ... vever, 
the t\gency plans to i,.vork collaboratively with s1nkeh:l)lders to encourage adoption oftl1e TSO 
si.a.IH1an.-t for those interested in pet identitication. 

\Ve appreciate )'Our interest in t11e 11rogram, and stand read~.r to provide you and yorrr staft'with 
an;' nddjtio11al information and briefings you may re<.1uire. Similar letters are being se11t to 
C{)ngressman Bonilla., ('011gress\voman l)eJ_,aur<.), and Se11ator Be1111ett. 

Si11cerely, 

ike Johanns 
Secretary 



USDA 
iiiiiii 

United Stiitesi Department of Agriculture 

The Honorable Robert F. Bennett 

Of11ce of the Secretary 
Washington, D.c. 20250 

MAY 2 3 2006 

C11ainnan, Subco1n1nittee on Agric1llture, Rural Development 
And Related Agencies 

Committee 011 Appropriations 
United States Senate 
190 l)irksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

We are pleased to report on actions taken by the Animal and Plant Health Inspectio11 Service 
(API-IIS) to\vard development and ituplementation of regulations that allo\v for an open 
microchip technology jQr the tnicrochi11ping of1~ts in \Vhich all scanners can read all chips, 
and best ser\·es pet o\vners it1terestr:.d i11 llsing the system. 

J11 e11fnrcing the Animal Welfare Act (AW.-\), APJiJS protects certain ani111als from i11l1tunnne 
treatment and neglect. Tl1e A \l/,,.'\ requires that indivi'-lltals be licensed or registered wit!1 ;\PI·IIS 
if they tra11spo11' such animals commercially. use then1 in researcl1 or product testing, exhibit 
tl1e111 to the public, or breed tl1en1 for sale as pets at the \\'holesale level. {Jnder the .A.WA, 
licensees and registra11ts i11ust i11eet specjfied 1ninin1u111 standards with regard to animal care- and 
111tsbandry, vvhich ir1clude providi11g t11eir animals \\1th veterinary care, a bala11ced diet .. cleru1 a11d 
structural])' sound housi11g, and r•1ntectio11 fron1 extre1nes of weather and te.n1pt·raturc. In 
addition, the l'l .. WA regulations require tl1at licensees and registrants inainfajn acc11rate rt•curds 
sho\vi11g the acq11isition, disposition, ai1<.l identification of dogs a11d cats, There are no 
requireme11ts for records on other species of anin1als at research facilities (registra11ts). 

The Conference Committee Report accompanying tl1e Agricultw·c, Rural f)evelopment, F'ood 
and Drug Administration, and Related Agencies Appropriations Act, 2006 (Pub. 1.. I 09-97) 
directed c\PHIS to deveh1p apprO})tiate regul.aiio11s that allow for a11 open radio fTequency 
itientification technology n1icrochip syste1n that \vould e11able a scanner to read al11nicrocJ1ips 
llSed for the idehtification of pets. fn addition, the ,i\.getl(~y \Va'> petitionctl by stake}10Jdcrs to 
solicit cornn1e11ts on the need for the adoption of the International Organization for 
Standardization (IS()) standards as tl1e National Standard fi..lr tl1e 111icrochipping of co1111)ar1ion 
animals iOr identification. In response to the Committee's directive and stakeholder petition, 
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A PHIS drafted an Advanced Notice of Proposed Rulemaking (ANPR) that is undergoing final 
re\'iew l)efore publication in the Federal Register. ·rhe ANI'R is intended to: (1) solicit 
comments from the public on proposed changes t<) the A \V/-\ regulatio11s t11at \Vould address tl1e 
tise of1nicrochi11s for ide11tifyi11g at1imals CO\'ered under the,-\ \V,A..; and (2) advise ihe p11blic that 
t\PHJS \vill be hosting a series of iniOrn1atio11al ineetings on this sul~iect in the comi11g n1onths at 
·vario11s 101..·ations aro11nd t11e cowlt1y. The for111al i)11blic comments and feedback from the pUblic 
meetings w:iJl i)rovide tl1e basis for eve11tua! regulatior1, and also \Vill assist _A.PHIS i.n 
dete1mining how to deal v,·it11 the c11rre11t situation where most pets arc identified with a non-TSO 
chip. Beca11se t11c t\ WA exp!icitl)-' excludes privatel_y ow-nr:<l pet anirnals that arc not usc(_l for 
regulated purposes, API-lTS 11as no rt'gtdator)' authorif)' \vith regard to these a11imaJs. Ho\vever, 
the Agency pla11s to work collal1oratively \Vith stakeholders to encourage adoption of the ISO 
standard f()r those interested in pct idcntilicatio11. 

-Vile appreciate your interest in tl1e program, and stan1..l ready to provide )'OU and yotir staff v.'itl1 
anj' additional inlOrmation and briefings you may require. Si111ilar letters are bei11g sent to 
Congresst11a11 Bonilla, Co11gressv.1oman Delauro, and Senator Kohl. 

Sincer J', 

v-· 
~oil-Mike Johanns 

Secretary 



USDA 
~ 

United Stales Department of Agriculture 

0 f'he tlonorable Rosa DeLauro 

Office ol the Sei;;fetri:ry 
Washington, D.C. 20250 

HAY 23 2006 

Subcotnmittee 011 Agriculttu·e, Rttml Development 
Food and Drug Adn1inistration, and Related Agencies 

Co1runittee on Appro·pri.ations 
United States !louse of Representatives 
2262 Rayburn House Olllce Building 
Washington, D.C. 20515-6016 

Dear Congresswoman Def_,auro: 

\Ve are pleased to report on actions taken b;' tl1e Anin1a1 and 'Plant l-lealth Inspection Service 
(APIIIS) to\vard de\'elo111nent and implen1entation of1-cgufatio11s tl1at atlov.1 for a11 open 
1nicrochi11 tt."Clu1olog;' for the rr1icrl1cl1ipping of pets in which all sccmners can read all chips, 
and best serves pet OVvTJers interested in using tl1e syste111. 

Jn enforcing the r\J1i1ual \\7elf.1re Act (A WA). APHlS protects cert;;tin animals from inhumane 
treatrncnt and neglect. The .A. \\1.A requires tl-iat indi·viduals be licensed or registered with AP1-fIS 
iftht!y transport such anin1als conn111;.·rciall;', use them in research or pro(lnct testing. exhibit 
tl1t:rn to tlie public, or breed them for sale as pets at the \vhoJesale ]e..,·el. lTnder the 1\ VIA, 
Jicensees and registrants 1nust meet specified mi11imun1 standards \\'lth regard to animal care and 
ht1sbanJry, \\·hich include pro\·iding their animals with \'eterinar)' care, a balanced diet, clean and 
structurally sou11(l hot1sing. antl protection frl1m extre1nes of \'.'eather and temperature. Jn 
addition, the,.\ W r\ regulations require tl1at lice11sees a11t1 registrm1ts 111aintain a~~rurate records 
sl1owlng the acquisition, •.1isposirion. tL11d identification of dogs and cats. There are no 
require111e11ts for records 011 other species of animals at research facilities (registrants). 

The Conterence Co1nmirtee Report accompanyit1g the Agriculture, Rural Development, .Food 
and Drug Adrninistratton, and Re.lated r\ge11cies . .c\ppropriations Act, 2006 (F'ub. L. 109-97) 
directett .<\PHIS to dc\'Clop appropriate regulations that allow fOr ar1 open radio frequency• 
ide11tificatio11 tecl111olog;r micr<)chip s.y~1em that would enable a sc.aru1er to read all n1icrochips 
used !Or tl1e identification of pets. In addition, the t\.gency "\Yas petitioned by stake11()lders to 
solicit commcnt'i on the need. for the adoptio11 of the lnte111atio11al ()rgani?.:ation for 
Standardization (ISO) standards as the National Standard f(Jr the n1icrochjpping of companion 
a11imafs for identification. In respo11se to tl1e (~orru11ittee's directive and st.akchol<.ler petition, 
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A PHIS drafted an Advanced Notice of Proposed Rulemaking (ANl1R) that is undergoing final 
review before pt1blication in tl1e Federal Register. ·rhe A'NIJR is intended to: (1) solicit 
comn1e11ts fron1 the public on proposed changes tt1 the A \''-A. regtllations that \vould address the 
use of microchips tOr identifying anin1als covered under the}\ \V.q_; cu1d (2) adv·ise tl1e pul1lic th.at 
.4,.PHIS v.ill l1e hosting a series of informational 111cetings on this subject i11 the coming mo11ths at 
va1ious locations around tl1e count.r.)'·. 'fl1e fon11al public comments and tCcdback fron1 the public 
n1ec:tings vvill provide t11e basis for eventual reg11latiofl, mid also \Vill assist AP}i!S in 
dctcrn1ining how to deal \Vith the current situarion \\l·here most pets are identified v,dth a 11011-lS() 
chip. Because the .t\ V\l.r\ explicitJ)r excludes privatel:y ow11ed _pet anin1als that are not used fOr 
regulated pllJl)OSCS, 1\PI-IIS has no regulatiJl")' autl1ority \Vitl1 regard to these animals. Itowevt~r. 
the ,.\gene)' plans to \Vork collahorati\'el)' \Vith stakeholdt>r,; to e11courage ado1ltion of the TSO 
staltdard for those interested in pet identificati~.)n. 

\\'e appreciate ~your interest in the program, and stan\1 ready to provide you and your staffv..ith 
any additional infonnat.ion and briefings yoll may require. Sin1ilar letters arc being sent to 
Congressman Bonilla, and Se11ators Berui.ett ru1d Kohl. 

"if 
oi-'Mike Johanns 

Secretary 



USDA 
iiiii 

United States Department of Agriculture 

'fbe Honorable FJenry Bonilla 

Office of the Secretary 
Washington, D.C. 20250 

MAY ? 3 2006 

(~hairn1ai1, Subcommittee on Agriculture, Rural Development, 
Food and Dn1g Administration, and Related Agencies 

Co1111nittec on A ppropriatio11s 
lJ.S. liouse of Representatives 
2362~A Ra)'burn House (JtTice Buildi11g 
Washington. D.C. 20515-6016 

l)ear Mr. Chain11a11: 

V1ie are please~l to repo1t on actions taken by tl1e t\11i111al and Plant Health Inspection Service 
(t\PI-IIS) to\vard development and implen1entation of rcg11lation.s that allow for fill open 
inicrochip teclmology for the micr{)cl1ipping of pets in \Vhich all sca11ncrs can read all chips, 
and l1est serves pet owners interested. in using th0 S)'Sle1n. 

Jn entOrcing tl1e At1i1nal \Velfare Act (A\'!../,'-\), 1\Pf-IlS protects certain animals fron1 inh11mane 
treatment and neglect. Ibc i\ \\7~1\ requires thal individ.uals be licensed or registered \Vith APlJIS 
if they transport sucJ1 anhnals con1111crcially, use them in research or product testing, exl1ibit 
tJ1en1 to the public, or breed them for sal~ as pets at the \Vholcsale level. ll11der tJ1e A \VA, 
licensees and registrants must n1eet specified n1inimm11 standards \Vitl1 regard to ani111al care ai1<l 

ht1sbandt)'. \Vhich include pt't1viding their anin1als \Vith veterinary care, a balanced <.1iet, clca11 at1li 
structural})' sound housing, and protection 11·0111 ext[·en1es of weather and temperature. In 
additio11, the i\ Vil/\ reguJatio_ns require that lice11sees and registrants n1aintain accurate records 
sl10\ving the acquisition, disposition, and ide11tificatio11 of dogs anli cats. 'l'here are no 
reqttirerr1ents f<}r records on otl1er species of anitnals at research facilities (registrants). 

·rhe Conference Coffilnittec T-leport accompanyi11g the Agriculture, Rural Development, fooo:.l 
ai1d Drug i\dmi11istration, and Related ,'-\gencics Appropriations Act, 2006 (Pub. IJ. I 09~97) 
directed API-IIS to develop appro1-111ate regulations t11at allow for an ope11 radio ffequency 
identjfication technology n1icrochip system tl1at \vould enable a scanner to read all rt1icrochips 
used for the identification of pets. In addjtion. the .!\.gency \l."·as petitioned by stakeholders tt) 
Sl)licit co1111ncnts on the need for the adoption of the International ()rganization for 
Standardization (lSO) standards as the National Stru1dard for the microchi1,ping of companion 
ru1i111als tOr io:.fe11tificatio11. In response to the Committee's directi\'C and stakel1older petitio11, 
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APHIS drafted an Advanced Notice of Proposed Rulemaking (ANPR) that is undergoing final 
review beiOrc publicatio11 in the Federal Register. The ANPR is intended to: (1) solicit 
comment<:: frc1m the public on proposed changes to tl1e AWr\. .regulations that \'\'ould address the 
use of microchips iOr identifying anin1als covered under the A V..1 A; a.n<l (2) a<l:vise the public that 
APfl{S wiU be hosting a series of infom1atiooal r11eeti11gs 011 this subject in the cor11ing mor1t11s at 
various locations ato1md the country. ·rhe formal public con1m~nts and fee(.il)c1.1:k fro111 the puhlic 
n1eetings will provide tl1e basis for eventual regulation, and also will assist r\PHTS in 
dctcrminh1g hovv to deal '1-Vith the current situation wl1ere lttost pets are ide11tified with a r1on-lS<J 
cl1i1). f3ecause the A \l,1/\ explicit!)' excludes 1)rivatelj' 0\.\11ed pet anin1als that arc:: not ust.~d for 
regulated purposes, Al)HJS lras no regulatory authority \\-ith regard to these a11imaJs. Jiowever, 
rhe i\gency plans to \VOrk col1ab(lrativcly· \Vith stakeholders to encourage adoption of the ISO 
standard ibr those interested i11 pet identification. 

We appreciate your interest in the program, and stand ready to provid.c )'OU and your statT with 
any atitiitio11al infonnation. and briefings yotl may require. Sin1ilar letters are being sent to 
Congress\:von1ru1 Det,auro, and Senators Bennett and Kohl. 

Secretary 
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USDA 
~ 

United States Department of Agriculture 

July 10, 2006 

The Honorable Bob Goodlatte 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 

Office of the Secretary 
Washington, O.C. 20250 

1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

The enclosed report to Congress is being provided pursuant to Section 2005 of the Farm 
Security and Rural Investment Act of 2002 (Public Law 107-171 ). Section 2005 of the 
Act requires that the Secretary of Agriculture develop a plan to coordinate land 
retirement and agricultural working land conseniation programs to achieve the goals of 
eliminating redundancy, streamlining program delivery, and improving services. 

The enclosed plan provides an oveniiew of actions taken since the implementation of the 
Act as well as options for further streamlining program delivery and improving services 
for future land retirement and agricultural working land conservation programs. 

Sincerely, 

~-<<JL----
Mike Johanns 
Secretary 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

July 10, 2006 

The Honorable Saxby Chambliss 
Chairman 

Office of the Secretary 
Washington, O.C. 20250 

Com1nittee on Agriculture, Nutrition, 
and Fores try 

lJnited States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Mr. Chairman: 

l'he enclosed report to Congress is being provided pursuant to Section 2005 of the Farm 
Security and Rural Investment Act of 2002 (Public Law 107-171 ). Section 2005 of the 
Act requires that the Secretary of Agriculture develop a plan to coordinate land 
retirement and agricultural working land conservation programs to achieve the goals of 
eli1ninating redundancy, streamlining program delivery, and improving services. 

The enclosed plan provides an overview of actions taken since the implementation of the 
Act as well as options for further streamlining program delivery and improving services 
for future land retirement and agricultural working land conservation programs. 

Sincerely, 

Mike Johanns 
Secretary 

An Equal Opportl.mlty Employer 
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USDA .. 
Uni.cl Slfitat Department of Awleulture 

Office of the Secretary 
Washington, D.C. 20250 

July I 0, 2006 

The Honorable Bob Goodlatte 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 
130 I Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

The enclosed report to Congress is being provided pursuant to Section 2005 of the Fann 
Secmity and Rmal Investment Act of2002 (Public Law 107-171). Section 2005 of the 
Act requires that the Secretary of Agriculture develop a plan to coordinate land 
retirement and agricultural working land conservation programs to achieve the goals of 
eliminating redundancy, streamlining program delivery, and improving services. 

The enclosed plan provides an overview of actions taken since the implementation of the 
Act as well as options for further streamlining program delivery and improving services 
for future land retirement and agricultural working land conservation programs. 

Sincerely, 

Mike Johanns 
Secretary 

An Equal Opportunity Enl!loyer 
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Unlt9CI States Department of Agriculture 

Office of the Secretaly 
Washington, O.C. 20250 

July 10, 2006 

The Honorable Saxby Chambliss 
Chairman 
Committee on Agriculture, Nutrition, 

and Forestry 
United States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Mr. Chainnan: 

The enclosed report to Congress is being provided pursuant to Section 2005 of the Fann 
Security and Rural Investment Act of2002 (Public Law 107-171). Section 2005 of the 
Act requires that the Secretary of Agriculture develop a plan to coordinate land 
retirement and agricultural working land conservation programs to achieve the goals of 
eliminating redundancy, streamlining program delivery, and improving services. 

The enclosed plan provides an overview of actions taken since the implementation of the 
Act as well as options for further streamlining program delivery and improving services 
for future land retirement and agricultural working land conservation programs. 

Sincerely, 

Mike Johanns 
Secretary 

An Equal Opportuijty Employer 
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Preface 

Section 2005 of the Farm Security and Rural Investment Act of 2002 provides for the 
evaluation of conservation programs as follows: 

(a) IN GENERAL-The Secretary of Agriculture shall develop a plan to 
coordinate land retirement and agricultural working land conservation 
programs that are administered by the Secretary to achieve the goals ol

(1) eliminating redundancy; 
(2) streamlining program delivery; and 
(3) improving services provided to agricultural producers (including 

the reevaluation of the provision of technical assistance). 
(b) REPORT.-Not later than December 31, 2005, the Secretary of Agriculture shall 

submit to the Committee on Agriculture of the House of Representatives and the 
Committee on Agriculture, Nutrition, and Forestry of the Senate, a report that 
describes-

( 1) the plan developed under subsection (a); and 
(2) the means by which the Secretary intends to achieve 

the goals described in subsection (a). 

For purposes of this report, the following definition of Agricultural Working Lands has 
been used: 

All ecosystems modified or created by humans specifically to grow or raise 
biological products for human consumption or use and that are being actively 
utilized and conserved to produce such. This includes cropland, pasture, forest 
land, range, orchards, groves, vineyards, nurseries, ornamental horticultural 
areas, and confined animal feeding areas. 
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Executive Summary 

The purpose of this report is to infonn Congress of activities and concepts developed 
from fiscal year (FY) 2002 to the present in order to reform certain Department of 
Agriculture (USDA) conservation programs as required under Section 2005 of the Farm 
Security and Rural Investment Act of 2002 (the 2002 Fann Bill). The 2002 Fann Bill 
directs the Secretary of Agriculture to develop a plan to coordinate land retirement and 
agricultural working land conservation programs that are administered by the Secretary 
to achieve the goals of eliminating redundancy and improving services provided to 
agricultural producers. 

As a result of focused efforts since the enactment of the 2002 Fann Bill, USDA's Natural 
Resources Conservation Service (NRCS) and Fann Service Agency (FSA) have 
demonstrated significant progress in identifying and addressing ways to reduce 
impediments and improve services to agricultural producers. However, as this report 
indicates, there is much work left to do. While both agencies have applied rigorous 
internal reviews, controls, and oversight, many challenges and opportunities remain as 
demand for conservation program services continues to increase. At the same time, 
budgetary constraints and calls for simplicity and greater efficiency will require that 
policy officials develop programs that provide funding, achieve better service and 
desired conservation benefits on the landscape, and make more effective use of 
conservation dollars. 

The report identifies efforts to eliminate redundancy, streamline program delivery, and 
improve overall services to agricultural producers and rural landowners-our 
customers-since implementation of the 2002 Fann Bill. Carryover activities from 
previous Fann Bills are cited if significant improvements have been made since 
enactment of the 2002 Farm Bill. The report also discusses possible options for the 
future, including consolidating certain programs and implementing other conservation 
programs more strategically. 
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1 Introduction 

Agriculture, like most other industries, has experienced significant change in the past 
20 years. Globalization, new technology, increased competition, international treaties, 
Government programs and regulations, and access to credit all play a significant role in 
the producer's land use, land management, and resource conservation goals, and 
commodity and conservation goals are interlinked in producers' decisionmaking 
processes. 

The 2002 Fann Bill represents an unprecedented investment in cooperative 
conservation on America's private lands and affords greater opportunities to do much 
more for agricultural landowners and for the country as a whole. The 2002 Fann Bill 
continues the paradigm change begun with implementation of the 1996 Farm Bill, which 
shifted a larger portion of financial resources to addressing priority natural resource 
concerns on agricultural working lands. 

First and foremost, programs must be simple, straightforward, and focused on the farm 
or ranch to meet customers' needs. Focusing financial resources on the priority 
conservation problems requires, in part, the ability to streamline procedures so 
employees can spend more time with producers and less time doing paperwork. II also 
requires transparency of agency operations by making program information and 
infonnation on allocations, application backlogs, and contracting data readily available 
to customers, partners, and stakeholders. On the NRCS website, for example, the 
agency has provided program-specific allocations by State; State criteria for ranking and 
funding applications for conservation programs; Field Office Technical Guides; program 
perfonnance data; access to all regulatory proceedings; and summaries of public 
feedback on Fann Bill program operation and priority setting. In addition, FSA has 
continued enrollment in the Conservation Reserve Program and has provided 
information on targeted acreage for continuous signup, wetlands enrollment, and the 
Presidential Quail Initiative. 

Transparency of agency programs coupled with reduced redundancies provides 
producers with a clear understanding of agency program priorities and funding 
application criteria. As a result, the transitional shift toward funding the highest-priority 
conservation problems and improving program delivery has allowed field employees to 
help producers achieve their conservation goals and obtain tangible on-fann benefits 
that result in significant off-fann dividends. In addition, because program demand is 
normally greater than available resources, transparency allows producers to fully 
understand why some applicants do not receive program funding. 

The agricultural working lands and land retirement programs covered in this report and 
plan include the Conservation Security Program, the Environmental Quality Incentives 
Program, the Fann and Ranch Lands Protection Program, the Wetlands Reserve 
Program, the Wildlife Habitat Incentives Program, the Grassland Reserve Program, the 
Conservation Reserve Program, and the Agricultural Management Assistance Program. 
With the exception of Agricultural Management Assistance Program, all of these 
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programs fall within Title XII of the 1985 Food Security Act and are within the scope of 
the Section 2005 directive. (Note: For purposes of this report, Ground and Surface 
Water Conservation and Klamath Basin components are included within the 
Environmental Quality Incentives Program.) Additional conservation program details 
are summarized in Appendix A, and a list of recurring reports to Congress on 
conservation programs and topics is provided in Appendix B. 

From FY 2002 through FY 2005, the following noteworthy environmental 
accomplishments were achieved through these programs: 

• Applied conservation practices on more than 50 million acres of working farm 
and ranch land to reduce erosion, sedimentation, and nutrient runoff; enhance 
water quality; conserve water; restore and create wetlands; and improve and 
establish wildlife habitat. 

• Developed and applied nearly 10,500 comprehensive nutrient management 
plans to manage animal manure nutrients and protect water quality. 

• Enrolled, re-enrolled, and/or extended about 30 million acres into the 
Conservation Reserve Program, including more than 1.9 million acres of 
wetlands and adjacent buffers and more than 134,000 acres under the 
Conservation Reserve Program's Farmable Wetlands Program to protect certain 
farmed and prior converted wetlands. 

• Enrolled, re-enrolled, and/or extended 4.6 million acres into the Conservation 
Reserve Program, reflecting total coverage of 35 million acres. 

• Developed 200,000 contracts for cost-share programs. 

• Enrolled 2 million acres under conservation easements. 

• Partnered with 29 States to develop 37 Conservation Reserve Enhancement 
Program agreements providing about $1 billion in private and State funds for soil, 
water, and wildlife conservation. 

• Undertook a comprehensive study of the technical assistance component of 
various programs that help landowners and producers plan and coordinate 
conservation activities on private lands. These activities include developing 
conservation plans, improving economic activity at the local level, and 
encouraging a knowledge-based approach to conservation. 

Wrth the historic increase in conservation funding made available by the 2002 Farm Bill, 
NRCS and FSA continue to look to nonfederal partners and private technical service 
providers to help supply the technical assistance needed to plan and oversee the 
installation of conservation practices. As of December 2005, a total of 2,545 technical 
service providers were registered with NRCS and serving USDA customers. 
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In FY 2004, NRCS obligated $48.3 million for technical service provider assistance, 
surpassing target goals established by the Office of Management and Budget and the 
agency. In FY 2005, NRCS obligated $52.7 million, thereby providing the equivalent of 
520 Federal staff years through technical service providers to attain additional 
conservation achievements (see Table 1). 

Table 1. Technical Service Provider Assistance, FY 2003-2005 

Fiscal Year Goals Obliaations 

2003 $ 20,000,000 $ 24,354, 139 

2004 40,000,000 48,384863 

2005 45,000,000 52,725,006 

Totals $105,000,000 $125,464,008 
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2 The Evaluation Process 

Section 2005 of the Farm Security and Rural Investment Act of 2002 requires the 
Secretary of Agriculture to develop a plan coordinating land retirement and agricultural 
working land conservation programs administered by USDA to: 

• Eliminate redundancy. 

• Streamline program delivery. 

• Improve services provided to agricultural producers (including the re-evaluation 
of how technical assistance is provided). 

As part of the initial implementation of the 2002 Farm Bill Conservation title, the 
Secretary established a team of policy officials across USDA to fully coordinate rules 
and regulations and eliminate redundancy. NRCS and FSA also met jointly to fully 
coordinate the development of rules and regulations and to eliminate redundancy 
wherever possible. For example, a joint decision by NRCS and FSA regarding 
Environmental Quality Incentives Program implementation and contractual payment 
processes streamlined the producer's interaction to involve just one agency-NRCS. 

In addition, NRCS sponsored three independent customer satisfaction surveys to learn 
more about what customers thought about working lands programs. In May 2004, the 
Environmental Quality Incentives Program received an American Customer Satisfaction 
Index (ASCI) score of 75-a score that was 4.1 points higher than the national Federal 
Government ACSI score of 70.9. 

Similarly, a December 2004 survey of Wildlife Habitat Incentives Program customers 
resulted in an ACSI score of 77, which was also higher than the national private sector 
ACSI of74.3. Most recently, the Conservation Security Program received an ASCI 
score of 76, which is the Agency's highest customer-satisfaction survey year to date. 
CSP participants rated their overall satisfaction with the program at 83 and also gave 
the program high marks for its influence on future agricultural operations and its 
likelihood of influencing farmers and ranchers, with a score of 77 in each of those areas. 
Even with high customer satisfaction scores, both surveys noted that each program 
would benefit from improvements in project implementation and application processes. 

In response, NRCS took a closer look at the Environmental Quality Incentives Program, 
the Wildlife Habitat Incentives Program, the Agricultural Management Assistance 
Program, and the Conservation Security Program. The 2005 review found 
redundancies in some program objectives and some inconsistencies in program 
processes. The originating statutes, for example, include many of the same natural 
resource concerns. Similarities in program design (providing cost-share assistance to 
encourage implementation of natural resources conservation measures on private 
lands) provide additional opportunities to streamline and improve services to agricultural 
producers. These findings are summarized in this report. 

8 



3 Summary of Existing Reforms 

The reforms undertaken within 2002 Farm Bill authorities are two-fold. First, program
neutral reforms have enabled enhanced customer service through use of improved 
business tools. Second, programmatic reforms have helped facilitate efficiencies and 
effectiveness through streamlined or changed procedures. This section highlights 
existing tools and services that feature increased efficiency and reduced administrative 
burdens. These reforms are expected to continue in future years. 

Program-Neutral Reforms 

Program-neutral reforms include provision of a number of business tools-universal 
functionality platforms that provide cross-program accessibility internally and, in many 
cases, externally. Improving the efficacy of these tools will ensure that they work as 
intended and realize the efficiency gains expected. 

The business tools described below include the Service Center Information 
Management System, web-based authentication procedures, a customer service toolkit, 
web-enabled application procedures, self-assessment tools and processes, an 
evaluation tool, electronic offer processing, rapid watershed assessment, and a 
transparent allocation process. 

Service Center lnfonnation Management System 

NRCS and FSA use a common database of customer names, addresses, and other 
pertinent information, including geospatial data. Farmers, ranchers, and rural residents 
benefit from this common customer computer database-the Service Center 
Information Management System (SCIMS)-which reduces the paperwork requirements 
for USDA programs and will lead to customers being able to sign up for programs from 
their home computer as these systems become fully functional. 

USDA 's e-Authentication Initiative 

USDA's e-Authentication Initiative is intended to provide a single centralized service for 
web-based authentication throughout the Department. This service provides for the 
identification and validation of USDA's customers and provides a single credential that a 
USDA web user can present to any participating USDA website-reducing the burden 
on customers to register for and maintain separate online identities with every USDA 
online system. 

Further, FSA and NRCS-along with other USDA agencies-are implementing 
Geographic Information Systems (GIS) and Global Positioning Systems (GPS) 
technology. GIS and GPS are helping staff more efficiently measure land features by 
allowing computer-generated maps to interact with databases that store information 
about land. 
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These advances will give local offices tools to: 

• Help producers continue to exercise sensible land stewardship. 

• Provide quicker, more accurate information for decisionmaking purposes. 

• Reduce the amount of time a producer must spend working with local FSA and 
NRCS staff in order to participate in USDA programs. 

Each GIS layer can store and display vast amounts of information such as soil types, 
crops, land boundaries, place names, and populations. The most critical component of 
GIS is the development of the Common Land Unit (CLU) data layer. A CLU is the 
smallest unit with a permanent contiguous boundary and land cover-in other words, a 
field in an agricultural working lands setting. 

The CLU layer will ultimately include all farm fields, rangeland, and pastureland in the 
United States. In conjunction with digital imagery and other data, USDA is using the 
CLU to administer programs, monitor compliance, and respond to natural disasters, 
among other tasks. FSA is in the process of integrating completed CLU data sets with 
GIS deployment. 

Customer Service Toolkit 

The NRCS Customer Service Toolkit is a collection of software tools for NRCS field 
employees who work with the public-primarily farmers and ranchers. It is also useful 
to conservation partners such as Conservation Districts, State Departments of Natural 
Resources, and others who provide conservation planning and resource assessment 
information to decisionmakers on the land. 

As a first step toward elimination of duplicate data entry, certain Toolkit data were made 
available in November 2003 to the NRCS Performance Results System (PRS), which 
extracts data for performance reporting and accountability purposes. There is no 
separate Progress Reporting System. 

NRCS employees and public entities can enter progress information in Toolkit and 
upload it to PRS, or they can report it directly in PRS. Technical service provider 
progress is entered by NRCS employees on behalf of the technical service providers. 
PRS uses direct entry and data extracted from other systems to consolidate 
performance results. 

PRS includes the following features: 

• Permits users to establish and maintain user profiles. 

• Collects data on conservation plans and practices. 
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• Permits users to do account set-up and role assignment. 

• Facilitates customer information management. 

• Shares information with other service centers. 

• Allows users to choose a focused worklist, such as only those Items in a profile 
county, or to generate a worklist tailored to his or her own specifications. 

• Provides for data entry, which helps catch errors. 

• Generates impact information from practice data. 

• Generates outcomes based on a logic model. 

• Uses SCIMS as the source of customer information. 

• Extracts practice-based information from Toolkit. 

• Tracks board membership. 

• Provides extensive reports. 

• Collects national program data such as information on cultural resources. 

Toolkit helps natural resource planners provide information to land users, facilitate 
decisionmaking, and improve on-the-ground conservation. The PRS incorporates 
commercial software products that allow conservationists to provide natural resource 
information through professional products. 

Toolkit also provides tools for mapping and analyzing natural resource information. 
Maps are a successful way of communicating with customers, and Toolkit makes map 
development for customers easy. 

In March 2004, NRCS announced the development of the Conservation Plug-In for 
commercial farm recordkeeping and operations software packages. The Plug-In will 
enable technical service providers to service conservation plans and contract 
agreements with USDA for their customers. It also will enable producers to perform 
these activities electronically with USDA. 

Currently, Toolkit is in the process of being strengthened and stabilized to become more 
user friendly. The next generation of Toolkit will be map-based. Most of the planning 
data will be derived from activities done on the geospatial side, with much of the tabular 
data entered automatically. Other enhancements will be added in priority order as 
requested by the field and analyzed by a field focus group. 
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Based on a limited survey of field employees using Toolkit, a conservation plan can be 
developed in one-half to one-quarter the time required to develop a plan manually. That 
represents a savings of 50 to 75 percent. Additional significant advantages are the 
quality and professionalism of the developed plans as compared to those developed 
manually as well as the linkage opportunities to other software applications that are 
provided electronically. 

Pro Tracts 

Pro Tracts is an NRCS web-enabled application that eliminates several paperwork steps 
and streamlines the program-contracting process. This application provides useful 
practical applications to partners and customers alike. 

Program managers use Pro Tracts to allocate and track funds to States, counties, and 
areas. USDA customers can go online to complete and submit a program contract 
application. Field conservationists and technical service providers use the application to 
create and manage contracts containing practices and components, including 
certification of completed conservation practices and approval for payment. Contracts 
are built using cost lists that will be maintained in the electronic field office technical 
guide (eFOTG). Cost-share contracts are geo-referenced for rapid and flexible 
reporting. 

Pro Tracts became operational nationally for the Environmental Quality Incentives 
Program, the Wildlife Habttat Incentives Program, and the Agricultural Management 
Assistance Program in October 2003 and was first used for the development of 
Conservation Security Program contracts in 2004. As of October 1, 2005, NRCS was 
actively managing 197,129 cost-share contracts in ProTracts. It is estimated that 
Pro Tracts provides a 20 percent savings in time for contract development. 

Pro Tracts is also integrated with FSA-managed automated processes, including 
eligibility determinations, payment limitations, payment processing, and accountability. 

Self-Assessment Tools 

Several NRCS business applications have proposed self-servicing components, 
meaning that producers and other customers can access the applications and perform 
certain processes, thus freeing up time for NRCS employees and others providing 
assistance to focus on technical assistance. Self-assessment tools also give customers 
the information and knowledge they need to assess their program needs. 

With the advent of the My.USDA.gov website feature, producers can obtain e
Authentication accounts and create their own virtual workspace with USDA from the 
convenience of their offices or homes. This opens the door for NRCS to build more 
self-servicing components for its business applications. 
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My.USDA.gov is part of USDA's efforts to provide customers quick and easy access to 
the information they need. USDA has put great focus on e-Government to standardize 
processes and provide tools to unleash the potential of information technology. 

The initiative began with a website design to optimize power and improve access to 
USDA information and science, followed by improvements in functionality. A customer 
statement puts a whole range of USDA services and programs into a single report at the 
fingertips of agricultural producers. Farmers are also able to view their contracts in 
various conservation programs, payments under commodity programs, and information 
on loans and crop insurance. 

The launch of My.USDA.gov features added functionality, allowing customers to find 
items of interest by selecting "Browse by Audience" and "Browse by Subject." A 
customized page can be created in three easy steps by going to visiting the USDA 
website (www.usda.gov) and signing up for a user ID. 

Several self-servicing business processes are common to the conservation programs 
that NRCS administers, to the point that a single application framework can be built to 
accommodate them. This contrasts with developing separate software packages, each 
tailored to the program in question-a more costly and less efficient alternative. 

USDA's Agricultural Research Service and Oregon State University are in the process 
of developing a Resource Inventory and Assessment tool with NRCS for conservation 
planning and program participation. This web-based landowner self-assessment tool 
allows for the rating and ranking of applications for program participation. It also 
incorporates the preliminary steps for conservation planning, resulting in less planning 
time for NRCS staff and allowing more initial interaction with customers. 

From FY 2004 through FY 2006, NRCS estimates that the self-assessment tool will 
save NRCS employees and approved technical assistance providers nearly 240 staff 
years in technical assistance for the Conservation Security Program. Plans are already 
underway to incorporate the self-assessment process into other USDA conservation 
programs. 

The Self-Assessment Process 

The 2004 Conservation Security Program signup introduced a new NRCS self
assessment workbook for potential Conservation Security Program participants. By 
going through the workbook, producers can get a good idea about whether they are 
generally eligible for the Conservation Security Program at that time. Producers who 
may not be eligible can find out about other USDA programs that can help them achieve 
a higher level of conservation so that they may apply to the Conservation Security 
Program in the future. 

Results from the 2004 signup indicate that the self-assessment process worked quite 
well. NRCS had originally estimated that about 50 percent of the 28,000 potential 
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• 

applicants-or about 14,000 contacts-in the 18 watersheds might contact NRCS 
offices to learn about the program. The use of the self-assessment process resulted in 
about 9,000 producers' contacts at local NRCS offices. Assuming a modest estimate of 
2 hours for each of the producer vistts to answer questions about their operations, 
NRCS calculated a potential savings of 10,000 hours-or about 5 staff years over just 
the 24-day signup. 

For 2005, nearly 235,000 farm units were included in the selected watersheds. NRCS 
had estimated that as many as 100,000 producers might contact NRCS to inquire about 
the program. Signup information shows that nearly 60,000 contacts were made to 
NRCS offices during the signup. Again, assuming a modest estimate of 2 hours for the 
interviews, NRCS calculated a savings of 80,000,000 hours-or nearly 80 staff years 
over the 60-day signup. 

The self-assessment is available in hard copy, on CD-ROM, and on the Internet. For 
the Conservation Security Program, it has been translated into Spanish and has been a 
success with the Hispanic community. 

The self-assessment process puts program information and eligibility requirements in 
the hands of producers so that they can evaluate and think things through at their 
convenience. The use of this process effectively extends the timeframe within which 
applicants can obtain program information and allows them to work on the application at 
a time that is convenient for them. It also allows producers to be proactive and to better 
take charge of the application process. 

Program Application Evaluation Tool 

NRCS has created and is pilot-testing a national application evaluation and ranking tool 
for all NRCS-administered Farm Bill cost-share programs. The Environmental Quality 
Incentives Program Rule (revised in May 2003 to address the statutory requirements of 
the 2002 Farm Bill) requires that specific factors be used in evaluating and ranking 
applications for Environmental Quality Incentives Program assistance. 

The historic approach of allowing States to develop their own Environmental Quality 
Incentives Program application evaluation and ranking processes has resulted in the 
use of a wide variety of approaches, methodologies, and even terminologies. This has 
created inconsistency between States, questions about compliance with the 
Environmental Quality Incentives Program Rule, and inefficiencies with regard to the 
Environmental Quality Incentives Program application evaluation and ranking process. 

The Application Evaluation and Ranking Tool will be automated and yet flexible enough 
to ensure that State Conservationists, with input from State Technical Committees and 
Local Work Groups, can appropriately address State and local priorities. Automating 
the Application Evaluation and Ranking Tool will provide valuable time savings for field 
staff, reduce errors, and help to make the conservation program application evaluation 
and ranking process more user friendly, transparent, and understandable. 
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The Application Evaluation and Ranking Tool effort will include the parallel development 
of a producer-friendly self-assessmenUself-planning tool that will streamline the 
application process. It also will educate producers on resource assessment and on how 
the conservation program works to improve the environment in harmony with 
agricultural production. 

The use of the Application Evaluation and Ranking Tool and self-assessmenUself
planning tools will improve the consistency, effectiveness, and efficiency of program 
delivery nationwide. In addition, the use of a standardized Evaluation Application and 
Ranking Tool across the Environmental Quality Incentives Program, the Wildlife Habitat 
Incentives Program, and the Agricultural Management Assistance Program will make 
the programs more synergistic as national priorities are integrated into the template. 

The National Application Evaluation and Ranking Tool was piloted in 12 States in 
September and October of 2005. Expanded field testing (to include the Environmental 
Quality Incentives Program, the Wildlife Habitat Incentives Program, and the Agricultural 
Management Assistance Program) is occurring in all States during FY 2006. Full 
nationwide deployment for each of these programs will occur October 1, 2006. 
Estimated savings will vary from State to State, depending upon the ranking system 
currently being used in an individual State. However, it is estimated that time savings 
on a nationwide basis will be in the range of 30 to 35 percent. 

Consetvalion Resetve Program Electronic Offer Processing 

Historically, FSA and NRCS expend significant resources during Conservation Resetve 
Program signup periods as they answer questions and manually calculate a number of 
scenarios for farmers and ranchers seeking to enroll in the Consetvation Resetve 
Program. When Conservation Reserve Program electronic offer processing is fully 
operational, a producer will be able to enter an Internet site, access farm data, calculate 
scenarios, receive help, and make an offer from a remote location. 

Also, county FSA offices will be able to utilize a fully integrated system that will issue 
payments, develop reports, maintain conservation plans, and provide program 
accomplishments in a data-driven manner that will refocus field office work from data 
entry to a higher level of program expertise, including performance monitoring and 
program development. 

The following examples illustrate actions that already have been implemented: 

• In FY 2003, FSA deployed the first phase of updating and re-engineering the 
Conservation Reserve Program with successful use of automation tools for the 
national Conservation Reserve Program Soils Database, electronic mapping, 
Environmental Benefits Index (EBI), annual rental calculations, and program 
signup software. 
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• In FY 2004, new software was used to implement the Conservation Reserve 
Program general signup, which streamlined program delivery by leveraging 
Department and FSA investments in e-Authentication, SCIMS, and farm records 
web services when processing offers, calculating EBls for specific offers, and 
printing Conservation Reserve Program contracts and worksheets. It also 
incorporated a high level of data validation that further decreased errors and 
reduced the time required to announce the results of signup. A second version 
of the software is currently being deployed that will expand this higher level of 
service and benefits for Conservation Reserve Program continuous signup. 

Improvements planned for FY 2006 include linkages to the Conservation Reserve 
Program GIS tool and support for re-enrollments and extensions of expiring 
Conservation Reserve Program contracts. This latest enhancement is being developed 
in a rapid timeframe, showing the adaptability and agility of the new software 
improvements. 

Rapid Watershed Assessment 

Rapid watershed assessments provide initial estimates of where conservation 
investments would best address the concerns of landowners, conservation districts, 
and other community organizations and stakeholders. These assessments help 
landowners and local leaders set priorities and determine the best actions to achieve 
their goals. 

Watershed assessments are summaries of resource concerns and opportunities that 
are extremely useful for a number of activities. Such assessments, for example, can 
serve as a platform for Farm Bill conservation program delivery, provide useful 
information that can be fed back into Conservation District business plans, and provide 
a foundation for watershed or areawide planning. 

The assessments involve the collection of quantitative and qualitative information to 
develop a watershed profile, sufficient analysis of that information to make qualitative 
statements as to resource concerns and conditions, and the generation of information 
with which to make decisions about conservation needs and recommendations. 
Assessments are conducted with use of GIS technology and by conservation planning 
teams working in each watershed, meeting with landowners and conservation groups, 
inventorying agricultural areas, assessing current levels of resource management, 
identifying conservation recommendations, and making qualitative estimates of the 
impacts of conservation on local resource concerns. They utilize existing working land 
plans by USDA and other State, local, or nonprofit agencies. 

Transparent A/location Process 

NRCS now uses natural resource base and concern factors to allocate funds to States 
to respond to regional and national priorities. The factors relate to natural resource 
concerns and emerging issues associated wtth soil, water, air, plant, animal, and human 
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resource needs. The allocation formulas are adjusted to respond to changing needs by 
adjusting the weights for the factors used to better align funding with agency program 
priorities. 

Programmatic Reforms 

The plan, which is discussed in the next section of this report, also identifies potential 
programmatic reforms that could help gain efficiencies and effectiveness through 
streamlined processes or changed procedures and would build on the reforms already 
in place that have resulted in significant impacts. These programmatic reforms include 
the following: 

• On October 1, 2005, NRCS established a conservation planning signup pilot 
project designed to assess the Agency's capacity to have a specific conservation 
planning signup period. The project is expected to demonstrate how having a 
conservation plan is critical to helping farmers and ranchers make wise 
management and land use decisions. Conservation planning in advance of land 
retirement and working land program signups also will enable landowners to plan 
more realistic conservation treatments and apply for conservation program 
application assistance using a more precise approach. The planning signup 
should help local NRCS field offices manage their workloads more effectively and 
efficiently by prioritizing and timing the delivery of conservation planning 
assistance in advance of program signup periods. 

• NRCS has instituted various policies as it relates to its easement stewardship 
responsibilities. When comparing easement programs, some policies are similar 
across programs, while other policies differ depending on authorizing legislation, 
regulatory policies, funding sources, and policy decisions. Wherever possible, 
NRCS has developed common easement provisions to improve the long-term 
management of its easement portfolio. These common easement provisions 
include business tool development, title clearance processes, valuation 
methodology, hazardous waste review standards, and monitoring and 
enforcement procedures. 

NRCS streamlining efforts and other programmatic reforms since the passage of the 
2002 Farm Bill identify aspects common to all of its conservation programs without 
ignoring the varying resource protection goals for which each conservation program was 
authorized. These streamlining efforts will greatly facilitate the development of a 
potential common conservation program that will build upon the successes of the past 
and address the resource concerns of the future. 
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3 Plan to Streamline and Eliminate Redundancies 

Over the years, conservation policy has expanded to include a mixture of land 
retirement and working lands programs. The interest in streamlining and eliminating 
redundancies recognizes the need for more consolidation and simplicity in conservation 
program delivery to USDA customers. Service to farmers and ranchers could be 
improved by consolidating certain conservation cost-share and easement programs 
currently under NRCS. The Conservation Reserve Program could continue as a stand
alone land retirement program under FSA or be included in a consolidated easement 
program. The Conservation Security Program could remain a stand-alone program 
under NRCS, but with some reform. 

Conservation Security Program 

In order to gain additional environmental performance through enhancements, CSP 
could be streamlined by combining the base and maintenance payments to establish 
one payment for the program. Additionally, the Conservation Security Program cost
share component could be eliminated because it is redundant with the Environmental 
Quality Incentives Program and the Wildlife Habitat Incentives Program. As technical 
assistance costs approach the 15 percent statutory limit, activities or tasks in support of 
the enhancements could be maximized to ensure technical assistance availability for 
support of basic program participation. This could result in the gaining of additional 
environmental benefits. 

Another way of improving Conservation Security Program performance and reducing 
technical assistance cost would be to rank Conservation Security Program applications 
to allow broader scope in each signup and reduce the need to fully develop a 
Conservation Security Program plan for each application (focusing, rather, only on 
those with a chance of actual funding). 

Conservation Cost-Share Program 

Consolidating the Environmental Quality Incentives Program (including Ground and 
Surface Water Conservation and Klamath Basin), the Wildlife Habitat Incentives 
Program, and the Agricultural Management Assistance Program into one cost-share 
assistance program and adding a forestry component would simplify program 
management, enable field employees to work more effectively and efficiently, and, more 
importantly, streamline program participation considerations for program participants. 
The new program would maintain the current proportional levels of funding to address 
conservation needs related to soil erosion and sedimentation, water quality, and 
quantity; wildlife habitat improvement; air quality; and other priority natural resource 
issues. 

Forestlands, along with crop and grazing lands, are critical to conserving natural 
resources and maintaining working rural landscapes. In fact, forestland is more than just 
incidental to many producers. A recent landowner survey found that a significant 
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amount of forestland, over 108 million acres, is described as being on farms, thus 
demonstrating the integration of forestland with crop and grazing lands. 

Forestlands should be part of any watershed or landscape approach used to address 
resource issues. Activities should facilitate increasing the amount of forestland being 
included in conservation plans. Forestland owners should also have access to financial 
assistance to address resource issues that have significant off-site benefits. 

Conservation Easement Programs 

NRCS currently administers several conservation easement programs, including the 
Emergency Watershed Protection Program (Floodplain Easement component), the 
Farm and Ranch Lands Protection Program, the Grasslands Reserve Program, the 
Healthy Forest Reserve Program, and the Wetlands Reserve Program. FSA 
administers the Conservation Reserve Program. 

Since 1995, NRCS has enrolled 3 million acres in easements, and Conservation 
Reserve Program enrollment currently stands at 36.7 million acres. While NRCS and 
FSA have adopted an increasingly systematic and efficient approach to administer 
these programs, a variety of policies that are driven by statute exist. The 
Administration's Program Assessment Rating Tool results for the Farm and Ranch 
Lands Protection Program and the Wetlands Reserve Program indicated some 
redundancies with other programs. Under a streamlined approach, a consolidated 
Conservation Easement Program would: 

• Contain flexibility to enroll lands that meet local natural resource concerns while 
addressing national priorities; 

• Offer three enrollment options to landowners to meet their various long-term 
management and estate plans: permanent easements, 30-year easements, and 
easements for maximum duration authorized under State laws; 

• Have a restoration component that encourages natural resource improvement; or 

• Provide safe harbor to all easement holders who agree to restore or improve 
their land for threatened or endangered species habitat. 

Market-Based Conservation 

In addition, USDA will continue to pursue market-based environmental stewardship 
approaches to conservation that include: 

• Using economic approaches, such as auctions and environmental credit trading. 

19 



• Applying business practices, such as precision marketing or fostering customer 
loyalty. 

• Encouraging competition, such as bidding for grants or offers to pay for a greater 
share of the cost. 

• Providing data to inform the conservation investment decisions of others. 

• Focusing on monetary and nonmonetary incentives. 

• Implementing performance-based conservation-enhancement payments. 

• Fostering knowledge-based conservation. 

• Linking the potential contribution of conservation to other sectors of the economy 
such as energy. 

We hope that the ideas put forth in this plan will help stimulate a dialogue on how USDA 
can continue to improve services and reduce program redundancies. 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Legislated 
Requirements: 

Type Financial Financial Financial Easement Easement Easement Financial 
Assistance Assistance Assistance Assistance 

Authorization FAIRA 1996 as The CSP Farm Security Sec. 2401 of Farmland 1990 1985 Food 
amended by the regulations and Rural Farm Security Protection FACTA, Security Act, 
Farm Security implement Investment Act and Rural Program amended as amended 
and Rural provisions set out of 2002, Section Investment Act established 
Investment Act in Trtle XII, 2502 (Section of 2002 by 1996 
of 2002 Chapter 2, 1240N of the FAIRA; 

Subchapter A, of Food Security replaced by 
the Food Security Act of 1985, as FRPP in 
Act of 1985, 16 amended) 7 CFR FS&RIAof 
U.S.C. 3801 et Part 636 2002 
seq., as amended 
by the Farm 
Security and Rural 
Investment Act of 
2002, enacted on 
May 13, 2002, 
Public Law 107-
171. 

21 



Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Authorized 2007-$1.3 $6.01 billion over 2005-2007-$85 Restoration 2007-$97 Capped at Capped at 
Funding/Acreage billion 1 O years, 2004- million (each acres limtted to million 2,275,000 39.2 million 
Limits 2014 year) 2,000,000 acres acres; acres. 2006-$1.2 2006-$100 annually at 

billion 2004-$60 Up to $254 million 250,000 
million million 2002- acres 2005-$1.2 2007. 2005-$125 

billion 2003-$30 million 
million 

2002-$15 2004-$125 

million million 

2003-$100 
million 

2002-$50 
million 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Actual Funding 2005-$992 2005-$202 2005-$47 2005-$78 2005-$110 2005-$240 2005-
million million million million million million $1.863 

billion 

Please add all yrs 
2004-$908 2004-$41 million 2004-$42 2004-$69 2004-$87 2004-$275 
million million million million million 2004-$1.85 

to al programs 2003-$3 million billion 
2003-$626 2003-$30 2003-$68 2003-$77 
million million million million 2003-$270 2003-$1.84 

2002-$383 2002-$15 million billion 

million million 2002-$50 2002-$1.81 
million 2002-$271 billion 

million 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Eligible Agricultural Privately owned Individuals, For easements, Landowners Landowners Landowners 
Participants Producer, land and Tribal Groups, entities, landowners of who apply to of restored or and 

control of the lands. Agricultural nongov't. privately owned eligible re storable operators 
land for life of Producer, control organizations, and tribal land in entities such wetlands and must have 

All title XII contract, meet of the land for IWe tribes, State, grassland, as local or associated owned or 

program must AGI, HEL, and of contract, meet county, local rangeland, State land who operated the 

meet AGI, HEL, WC AGI, HEL, and WC govt. pastureland, and government, have owned land for at 

and WC compliance compliance. shrubland that tribes or the land for least 12 

compliance except 
Meet AGI, HEL, meet HEL and nonprofit at least 12 months and 

for selected 
and WC AGI. organizations months and control the 

NGO's. 
compliance. operated for can provide land during 

For contracts, conservation clear title to time of 
owners, or purposes the land. enrollment. 
operators who who operate 
have control of farmland MeetAGI, MeetAGI, 
land for life of the protection HEL, and HEL, and 
contract. programs. WC WC 

compliance. compliance. 
MeetAGI, 
HEL, and 
WC 
compliance. 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 

Characteristics 

Cost Share 75% Up to 50% for new Normally 75% or For contracts: TheFRPP For Provides 
Percentage maximum, practices less, but can be Law allows 90% share of the permanent cost-share 
Allowed 90%maximum 100% for grassland, easement easements, assistance 

if beginning forbs, never cost must not up to full for up to 50 
farmer, or 

65% maximum if 
cultivated, 75% exceed 50 appraised percent of 

limtted 
beginning farmer, 

for those in need percent of the agricultural the or limited resource 
of restoration. In appraised fair value of the participant's resource producer. producer. policyNRCS market value land plus costs in 
limits to 75% of the restoration, establishing 
max for all. conseivation subject to approved 

For easements, easement. some state conservation 
pays appraised caps. practices. 
value less the For 30-year 
value of residual 
grazing. 

easements, 
up to 75% of 
ag value 

For 
restoration 
cost-share, 
up to 75% of 
cost of 
restoration 

Limited Resource Yes Yes No No No No No 
Producer 
Provision 

Beginning Yes Yes No No No No No 
Fanner or 
Rancher 
Provision 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Agreement/ Maximum of 1 O Tier 1 = 5 years WHIP Permanent or Permanent Permanent 10 to 15-

Contract Length years, and Tier JI and Ill = 5 to agreements can 30-year easements or 30-year year 
minimum of 1 10 years be one of the easements only easements contracts 
year after following: 10, 15, 20, or 30- or 10-year 
completion of year rental restoration 
last cost-share 1-year 

contracts cost share 
practice. emergency agreements 

agreement 

5-year 
agreement 

10-year 
agreement 

15-year or longer 
agreement 

Incentive Yes for mg! Stewardship No No No No Yes for 
Payment practices & payments CCRP 

CNMP practices 

Contract/Pay- None Limited to None .::,40 acres None County County 
ment Acreage payments from cropland cropland 
Limitation(s) one contract per limits limits 

participant by 
regulation 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Signup Period Continuous Periodic signups Continuous Continuous Continuous Continuous Specific 
signup signup sign up sign up signup signup 

periods for 
general 
CRP; 
continuous 
signup 
periods for 
specific 
practices. 

Types of Long term Long term Contracts Long-term Easement Easement, Long term 
Agreements Used contracts, contracts, CCC- Cooperative contracts, long-term contracts 

CCC-1200, 1200 Agreements easements contracts 
Grant Contribution 
Agreements Agreements 

Agreement/ Yes Yes Yes N/A N/A NIA Yes 
Contract 
Modifications 
Management 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Agreement/ Cost list Cost list controls Yes NIA NIA NIA Yes 

Contract Cost controls rates, rates, may have 
Overruns may have modification for 
Management modification for cause. 

cause, may 
have 
reapplicstion of 
a failed 
practice if no 
fault of the 
producer 

Agreement/ Yes-producer Yes-producer Yes-producer Yes-producer Yes- Yes- FSA 

Contract contracts and contracts and FAR contracts and contracts and producer producer contracts 
Provisions for FAR contracts contracts for FAR contracts FAR contracts contracts and contracts and with NRCS 
Reimbursing for services. services. TSP for services. for services. FAR FAR or other 
TSPs TSP must must demonstrate TSP must TSP must contracts for contracts for providers of 

demonstrate competency. demonstrate demonstrate services. services. technical 
competency. competency. competency. TSP must TSP must assistance. 

demonstrate demonstrate 
competency. competency. 

Eligible Practices FOTG, eligible Few priority FOTG and WHIP FOTG eligible N/A FOTG Eligible 
practice list practices for new Cost List. practices eligible practice list. 

practices tailored applicsble to practices 
by watershed. grazing land csn applicable to 

be used for wetland mgt 
restoration. and wildlWe 

habitat can 
be used for 
restoration. 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Agreement/ ProTracts, use ProTracts, use Use approved N/A Pro Tracts, Yes 

Contract Linkage cost list and watershed specific cost list on the use cost list 
to Practice Cost practice list in practice list in date of the and practice 

List place at time of place at time of practice list in place 
contracting. contracting. Cost installation. at time of 

tied to 2001 year. contracting. 

Resource National Water Quality and WildlWe hab~at Animal and plant Soils of Restore, Soil, water, 
Concerns priorities Soil Quality as and the populations of prime, enhance, air, wildlWe. 

(erosion basic eligibility. protection of rare significant unique, and protect 
control, at-risk Other resource and declining ecological value, locally wetlands and 
species, air concerns as species. grazing land important or the plant and 
quality, water enhancements for health. statewide animal 
quality and performance significance populations 
water above the or land with they support. 
conservation minimum level of significant 
and State and treatment. Must archeological 
Local resource meet quality or historic 
concerns. criteria for all resources. 

resources 
concerns for Tier 
111. 

Agreement/ Expiration-1 5-10 year Calculate As stated in 30 N/A As stated in As stated in 

Contract year after the contracts expiration date year easement 30 year the 10 to 15 

Expiration Date last cost share for WHIP based or 10-30 year easement or year 
practice, not to on contract. 10-year contract. 
exceed 10 agreement/contr contract. 
years. act years: 

1 year, 5 years, 
10 years, 15 
years, (15+) 
years. 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Status Reviews 90 days before Follows general Follows general Follows general States are to States are to Up to 10% 
the contract policy on status policy on status policy on status review every review every of contracts 
expires, before reviews for long reviews for long reviews for long easement easement are 
termination term agreements/ term term once a year. once a year. reviewed. 
process, contracts. agreements/ agreements/ 
before violation contracts. contracts. 
process, and Termination of 
according to agreement/contr 
the State act is allowed. 
quality 
assurance i:ilan 

Termination or Yes, require Yes, termination of 517.40,j-Parties No termination No No Consent of 
Cancellation of repayment of agreement/ are unable to provisions for termination termination County 
Agreement/ cost share, and contract is comply with the easements. For provisions for provisions for Committee 
Contract may allowed. terms and rentals, easements. easements. 

requirement conditions of the termination only 
payment of agreement due by agreement of 
liquidated to conditions NRCS State 
damages. beyond their Conservationist 

control. and FSA State 

Compliance with Executive 

the terms and Director. 

conditions would 
present a severe 
hardship on the 
parties. 

Subject to Long 
Term 
Contracting 
policy GM 120, 
Subpart F, Part 
404.56 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Contract payment $450,000 Tier 1-$20,000 State Cons. with None None None Annual 
limitation payment per year advice from the rental 

limitation per Tier 2-$35,000 State Technical payments 
person or per year Committee may limtted to 
entfy Tier 3-$45,000 establish a $50,000 per 

per year State-level person per 
oavment limit. vear. 

Application Apply to NRCS Apply to NRCS in Apply to NRCS Apply to NRCS Landowner Apply to Apply to 
Process CCC-1200 selected funded CCC-1200 or FSA applies to NRCS FSA 

watersheds. CCC-1200 non-
Fill out seff- governmental CCC-1200 

assessment. organization 
or 
State, tribal, 
or local 
government 
that has 
an existing 
fann or ranch 
land 
protection 
program. 
Entities 
respond to 
NRCSRFP. 
NRCSsigns 
cooperative 
agreements 
with the 
selected 
entities. 
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Appendix A 

Section 2005 Programs: Commonality Index 

Program EQIP CSP WHIP GRP FRPP WRP CRP 
Characteristics 

Ranking Process Currently each Use of National Each state Each state Parcels ranked Each state Under 
state issues a enrollment issues a ranking issues a ranking based on the issues a general sign 

State FRPP 
ranking categories for process. Plans in process. plan, Land ranking up, National 
process. In funding decisions place to move to Evaluation Site process. ranking 
2006 a national when funding is a national Assessment process 
ranking tool will limited. ranking system (LESA) system, using 
be utilized tool. or similar land Environment 
based on evaluation al Benefits 
national system, and Index. 
priorities and other factors as 

modified locally determined by Acceptance 

for local priority state in of other 
consultation practices concerns. with state determined 
technical locally. 
committee. 

Payment (Types) Practice cost- Stewardship, Practice cost- Rental and Easement Easement, Rental and 
share and existing practice, share. easement. restoration, specific 
incentive. new practice and and practice incentives 

enhancement. cost share for certain 
for practices. 
restoration 
agreements. Cost-share 

for cover 
costs. 

Appeals Process NRCS/NAO NRCS/NAO NRCS/NAO NRCS or NRCS/NAO NRCS/NAO FSA/NAO 
FSA/NAO 
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AppendixB 

Recurring Reports to Congress 

Name Pu moses Report Details Due Date 
APPRAISAL OF A national appraisal of Appraisal shall include, 
SOIL, WATER AND all data, policies, and but not be limited to-- December 31, 2005 
RELATED practices relating to (1) data on the quality January 4, 2008 
RESOURCES natural resource and quantity of soil, 

conservation ofthe water, and related 
Nation. resources, including fish 

and wildlife habitats; 
(2) data on the 
capability and 
limitations of those 
resources for meeting 
current and projected 
demands on the resource 
base; 
(3) data on the changes 
that have occurred in the 
status and condition of 
those resources resulting 
from various past uses, 
including the impact of 
farming technologies, 
techniques, and 
practices; 
(4) data on current 
Federal and State laws, 
policies, programs, 
rights, regulations, 
ownerships, and their 
trends and other 
considerations relating 
to the use, development, 
and conservation of soil, 
water, and related 
resources; 
(5) data on the costs and 
benefits of alternative 
soil and water 
conservation practices; 
and 
(6) data on alternative 
irrigation techniques 
regarding their costs, 
benefits, and impact on 
soil and water 
conservation, crop 
production, and 
environmental factors. 
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Name Pu moses Report Details Due Date 
RESOURCE To accompany each The report shall contain Accompany President's 
CONSERVATION Budget Submission with pertinent data from the annual Budget 
ACT {Annual Report] an evaluation ofthe current appraisal, and Submission. 

effectiveness of national shall set forth progress 
soil and water in implementing the 
conservation efforts. national soil and water 

conservation program as 
well as containing a 
cost/benefit analysis. 
The valuation shall 
assess the balance 
between economic and 
environmental quality 
factors and also include 
plans for implementing 
action and 
recommending new 
legislation where 
warranted. 

SOIL AND WATER The Resource Update of existing Update due December 
CONSERVATION Conservation Act program. 31,2007. 
PROGRAM [Program requires periodic 
Update) updates to the National 

Soil and Water 
Conservation Pro,...am. 

FARMLAND Report on the progress The report should January 1 (annua1ly) 
PROTECTION made in carryout the include the effects, if 
POLICY ACT provisions and intent of any, of Federal 

the authorizing programs, authorities 
legislation. and administrative 

activities with respect to 
the protection ofUnited 
States farmland; and 
The results of the 
reviews of existing 
policies and procedures 
required. 

Other: 
CONSERVATION A report on the At the end of the 3·year 
CORRIDOR effectiveness ofthe period that begins on the 
DEMONSTRATION activities carried out date on which funds are 
PROGRAM under the plan. first provided. 

SEC. 2603. (This report is not 
IMPLEMENTATION required due to the 
OF CONSERVATION absence of 
CORRIDOR PLAN. appropriations.) 
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Control Number: 5120441

USDA 
iiilli 

Unlt$d Stain Depertmflnt of Agrloulture 

The Honorable Henry Bonilla 

Office of the Secretary 
Washington. 0.C. 20250 

APR 192006 

Chairman, Subconunittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Mr. Chairman: 

We are pleased to enclose a report on enforce111ent actions taken by the Animal and Plant 
Health Inspection Service (APHIS) in the regulation of Class B animal dealer< under the 
Animal WelfareAct(AWA). 

The Conference Report accompanying the Fiscal Year 2006 Appropriations Bi11, while 
ackno\vledging the importance of scjentific acl1ieven1ents that have bcei1 made possible 
through the use of laboratory animals, expressed strong support for strict e11forceme11t of 
the A WA, including regulatory oversight of the trade by Class B tmimal dealers. In 
response to that request I am pleased to submit the enclosed report, which also includes 
information regarding the frequency of inspection of Class B dealers, the allocation of 
resources for that purpose, artd other actions of the De_partment. 

We appreciate your interest in the program, and stand ready to provide you and your staff 
with any additional information and briefings you may require. Si1niJar letters are being 
sent to Congresswoman DeLauro, and Senators Betmett and Kohl. 

Sincerely, ~ 

~rL--~~-
Mike Johanns 
Secretary 

Enclosure 



Animal Welfare Act Enforcement Efforts: Class B Dealers 

Overview of Enforcement Program 

Jn enforcing the Animal Welfare Act (AWA), APHIS Animal Care (AC) inspectors work 
closely with other Federal agencies and frequently interact \Vith regulated professional 
groups, industry organizations, hmnane groups, the scientific comn1u11ity, Bnd other 
concerned associations or indjviduals. 

Complementing AC's efforts is APHIS' Investigati\•e and Enforce111ent Services (TES) 
program. IES s11pports all APIDS programs in the goal of enhancing compliance with 
agency regulations. To,,vard this end, IES conducts comprel1ensive i11vestigations and 
pursues sound enforcement actions. APHIS works closely with USDA 's Office of 
General Counsel, other Federal agencies, State and local government, and industry 
groups in these efforts. 

Since fiscal year (FY) 1993, APIDS has conducted an intensive traceback effort on dogs 
sold by random-sorrrce, Class B animal dealers. These dealers, \.\'ho supply animaJs to 
tl1c researcl1 cor1.1munity, typically obtain them from pom1ds and shelters, pet owners who 
wish to relinquish ownership, and other legitimate sources. However, there has al\vays 
been concern that some of these dealers may be trafficking in stole11 animals. 

Under the AW A. random source dealers are required to mai.I1tain acci1rate records of the 
acquisition and disposition of their animals. APHIS' traceback effort has focused on 
making sure these records are accurate arid complete. To optllnize this effort, APHIS has 
conducted quarterly inspections of all randon1 source dealers since tl1e tracel1ack project 
went into effect in 1993. This past st1mmer, APHIS carried out the second joint IES-AC 
National Task Force to perform a 100-percent traceback of all records of rai1do1n source 
Class B dog dealers nationwide, which involved businesses operatll1g in nine States. 

The results of these efforts have been significant. Since FY 1993, the perce11tage of 
animals traced back to their original so1rrce has increased from a little more than 40 
perce11t to more than 95 percent. At the same time, the number ofrandom-sou.rce dealers 
has decreased fro1n more than I 00 to the current ten. Of the ten ren1ai11ing rando1n
so11rce dealers, tiv"e \\rere under investigation by the end of FY 2005. 

APHIS employs a two-pronged enforcement strategy. For licensees and registrants who 
show an interest in improving the conditions of their animals, tl1e Agency actively 
pursues innovative penalties that allow the individuals to in·vest part or all of their 
monetary sanctio11s in facility i1nprovements. employee traini11g, research on animal 
health and welfare iss11es, or other initiatives to impro,ve animal v.rell-being. This has the 
effect of enabling the individuals to immediately improve t11e conditions for their animals 
while sending a clear message that future violations \\'ill not be tolerated. On the other 
11and, for licensees and registrants \Vho do not impro·ve the conditions for their animals, 
APHIS pursues enforcement action. Such action typically includes significant n1onetary 



penalties, such as the February 2005 case involving a class B dealer from Arkansas. 
Settlement of that case resulted in corporate and individual fines totaling $267,000, 
including the largest civil penalty ($250,000) ever assessed and paid in an A WA case. 
The case also resulted in revocation of the dealer's license along with forfeiture of the 
anitnals involved because they \Vere found to be suffering. 

FY 2005 Activities 

At the end of PY 2005, there were ten random source Class B dog dealers registered 
wider the A WA natio11wide. Their operations were located in the following nine States: 
t\vo in Micliigan, and on"e each in Kentucky, Illinois, Indiana, Minnesota, Missouri, Ohio, 
Oklahoma, and Pennsylvania. 

1. Eastern Region: 

In the Eastern _Region, there were a total of eight random-source Class B dealers holding 
a USDA license at the beginning of2005, which did not change during the year. The 
number of animals at each operatio11 ranged from a Jovv of 20 to a high of approximately 
100, witl1 the average being approximately 65 animals. APHIS inspectors conducted a 
total of 43 inspections of these operations in 2005. Frequency of inspection ranged from 
tl1e 1ninimun1 of four inspections (three dealers) to a high of eight i11spections (one 
dealer). T\vo dealers '\Vere inspected five times, while one dealer received six 
inspections ai1d the other received seven. 

Most of these dealers were involved in enforcement actions in FY 2005. One dealer paid 
a stipuJatio11 in the amotult of$3,780 in August 2005. A second dealer paid a stipulation 
of$1 ,240 in June 2005. One dealer has been recommended for stipulation penalty in 
November 2005, which is c11rrentlypcnding. Two other dealers are i1nder investigation 
at the present time. A11other tivo dealers undenve11t separate investigations for alleged 
violations, but no violation \Vas found. The eighth and final dealer did not prompt an 
investigation. 

2. West em Region: 

At the start of FY 2005 there were five licensed random source Class B dealers in the 
Western Region, which subsequently decreased to two by the end of the fiscaJ year as a 
result of license revocations and operators quitting the business. In a major enforcement 
action, APHIS obtained a consent agreement resulting in M'artin Creek Ke1111els 
relinquishing its lice11se, agreeing to 1'lay the largest civil 11enalty on record under the 
A WA ($250,000), and allowing APHIS to take custody of and relocate all of its 
remaining dogs and cats. 

Other dealers leavi11g the business included one that was under investigation and a second 
dealer witl1 no knovm enforcement problems. The rn·o rCJ.naining random source Class B 
dealers i11 the Western Region both ha\·e acti\'e cases in progress. 
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Resources Devoted 

APHIS spent an estimated $270,000 in direct costs for inspections and enforcement for 
ra11dom source Class B dealers in FY 2005. Tl1i.s 11u1uber is broke11 down as follo.ws: 

-·-----
APHIS Field 1nsnections $42,300 
APHlS Field Investigations 65,900 
APHIS Re<rional Office and HQ Suppo1t 7,400 
Special Projects: 

Martin Creek Kennels case 61,700 
SoeciaJ Task Force - 100% Traceback 92,700 

2:~~::~~~~:?:;?~&t.:;~;~~~;~~~;}:~~f7~'.*~~~~{~t;;:::~;i;1~f$~~l~?f!~W'~f .;.;x; ~:~if:::•*~:::r~~>.~mft:B~~*~~:r:::f,;:~~:~:~~::::::::::::::: 
'l'otal Resources .i\.llocated $170,()_(}_0 

Other Actions of the Department 

We are not a\vare of any other actions of the Department witl1 regard to Class B dealers at 
the present time. 
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USDA 
;;.; -iiim 

United Stat•• Department of Agrleutture 

The Honorable Herb Kohl 

Office of the Secr&lary 
Washington, D.C. 20250 

APR 192006 

Subcommittee on Agriculture, Rural Develop1nent 
and Related Agencies 

Committee on Appropriations 
United States Senate 
123 Hart Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Kohl: 

\Ve are pleased to enclose a report on enforcement actions taken by the Animal and Plant 
He~lth I11spectiorl Service (APHIS) in the regulation of Class B animal dealers under the 
Animal Welfare Act (AWA). 

The Conference Report accompanying the Fiscal Year 2006 Appropriations Bill, while 
ackno\vledging the importance of scientific achievement." t11at have bee11 made possible 
through the use of laboratory animals, expressed stTong support for strict enforcement of 
the A WA, including regulatory oversight of the trade by Class B anlmal dealers . .ln 
response to that request I am pleased to submit the enclosed report, which also includes 
irtfon11ation regarding t11e frequency of il1spectio11 of Class B dealers, the allocation of 
resources for that purpose, and other actions of the Department. 

We appreciate your interest in the program, and stand ready to provide you and your staff 
with any additional information and briefings you may require. Sitnilar letters are being 
sent to Congressman Bonilla, Congresswoman DeLa11ro, and Senator Bennett. 

Sincerely, 7Z'L 
,/j-~ .... ---
~' ....,._ .. 
Mike Johanns 
Secretary 

Enclosure 



Animal Welfare Act Enforcement Efforts: Class B Dealers 

Overview of Enforcement Program 

In enforcing the Animal Welfare Act (A WA), APIIlS Animal Care (AC) inspectors work 
closely with otl1er Federal agencies and frequently interact ,-.;,,ith regulated professional 
groups, industry organizations, humane gro11ps, the scie11tific conu11unity, and otl1er 
co11cemed associations or individuaJs. 

Complementing AC's efforts is APHIS' Investigative and Enforcement Services {TES) 
program. JES supports all APHIS programs in the goal of enhancing compliance with 
agency reg11lations. Toward this end, IES conducts comprel1ensive i11vestigations m1d 
pt1rs11es sound enforce1nent action'). APHIS works closely with 1JSDA's Office of 
General Cou11seI, other Federal agencies, State and local go\'ernmcnt, and industry 
groups in these efforts. 

Since fiscal year (FY) 1993, APHIS has conducted an i11tensive traceback effort on dogs 
sold by random-source, Class B ani111a1 dealers. 'fhese dealers, wl10 sup1)1y animals to 
the research comn1unity, typically obtain them from pounds and shelters, pet O"\Vllers who 
wish to relinquish ownership, and otl1er legitimate sources. Howe\'CT, tl1ere has always 
bee11 concern that some of these dealers may be trafficking in stolen animals, 

Under the A WA, randon1 source dealers are required to inaintain accurate records of the 
acquisitio11 and disposition of their animals. API-IIS' traceback effort has focused on 
making sure these records are acc11rate and complete. To optimize this effort, AP HIS has 
co11d11cted quarterly inspections of all ra11do1n source dealers since the traceback project 
went into effect in 1993. This past summer, i\PHIS carried out the second joint IES-AC 
National 'fask Force to perfonn a 100-_percent traceback of all records of random source 
Class B dog dealers natio11\vide, which involved businesses operating in nine States. 

The results of these efforts have been significant. Since FY 1993, the percentage of 
ar1imals traced back to their original source has increased fro1n a little more than 40 
percent to more than 95 percent. At the same time, t11e i1umber of randon1~source dea1ers 
has decreased from more than 100 to the current ten. Of the ten remaining random
source dealers, five 'vere under investigation by tf1e end of FY 2005. 

APHIS employs a two-pronged enforcement strategy. For licensees and registrants wl10 
show an interest in improving the conditions of their animals, the Agency actively 
pursues innovative penalties that allow the individuals to invest part or all of their 
monetary sanctions in facility 1mprovements, mnpJoyee training, research on ani1nal 
11ealt11 a11d welfare issues, or other initiatives to in1prove animal \Vell-bcing. This has t11e 
effect of enabling the indi\'idu.als to immediately imtlro,,e the conditions for their animals 
while sending a clear n1essage tl1at future violations will not be tolerated. On the other 
hand, for licensees and registrants who do 11ot improve the conditions for their animals, 
APHIS pursues enforcement action. Such action typically includes significant monetary 



penalties, such as the February 2005 case involving a class B dealer from Arkansas. 
Settlement of that case resulted in corporate and individual fines totaling $267,000, 
including the largest civil pe11alty ($250,000) ever assessed and paid in an A WA case. 
T_he case also resulted in revocation of the dealer's license along with forfeiture of the 
animals involved because they were found to be suffering. 

FY 2005 Activities 

At the end of FY 2005, there were ten random source Class B dog dealers registered 
under the A WA natio11wide. Their operations \Vere located i11 the following ni11e States: 
t\vo in Michigan, and one eacl1 in Kentucky, Illinois, I11diana, "Mi11nesota, _Missouri, Ol1i.o, 
Oklahoma, and Pennsylvania. 

J • Eastern Region: 

In the Eastern Region, there were a total of eight rru1dom-source Class B dealers holding 
a USDA license at the beginning of2005, which did not change during the year. The 
n11mber of animals at each operation ranged from a lo\v of 20 to a high of approximately 
100, with tl1e average being approxi1nately 65 animals . ..:\PHIS U1spectors coi1ducted a 
total of 43 inspections of these operations in 2005. Frequency of inspection ranged from 
the minimum of fol1r inspections (three dealers) to a high of eight i11spectio11s (one 
dealer). T\.\'O dealers \Vere inspected .five times, while one dealer received six 
inspections and the other received seven. 

Most of these dealers were involved in enforcement actions in FY 2005. One dealer paid 
a stipulatio11 in the amount of$3,780 in August 2005. A second dealer paid a stipt1latio·n 
of$1,240 in June 2005. 011e dealer 11as been recon1mended for stipulation penalty in 
November 2005, which is ctmently pending. Two other dealers are under investigation 
at tl1e prese11t time. Attother t\vo dealers underwe11t separate investigations for alleged 
violations. hut no violation \·vas found. The eighth and fmal dealer did not prompt an 
in\'estigation. 

2. Western Region: 

At the start of FY 2005 there \Vere five licensed random source Class B dealers in the 
Western Region, which subsequently decreased to two by the end of the fiscal year as a 
result oflice11se revocations and 011erators quitting the business. In a major enforcement 
action, .!\PHIS obtained a consent agreement resulting in 'Marti11 Creek Ken11els 
relinq11ishing its license, agreeing to 11ay the largest civil penalty on record under tl1e 
A WA ($250,000), and al1owlng A.PHIS to take custody of and relocate all of its 
remaining dogs ai1d cats. 

Other dealers leaving the business included one that was tutder investigation a11d a second 
dealer with no known enforcement problems. The t\l.ro remaining random source Class B 
dealers in the Western Region both have acti\•e cases in progress. 
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Resources Devoted 

APHIS spent an estimated $270,000 in direct costs for inspections and enforcement for 
random so1rrce Class B dealers in FY 2005. This number is broken down as follo\vs: 

Other Actions of the Department 

We are not aware of any other actions of the Department with regard to Class B dealers at 
the present time. 
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USDA 
liiim 

United States Department of Agriculture 

The Honorable Robert F. Bennett 

Office of the Secretary 
Washington, C.C. 20250 

APR 19 2006 

Chairman, Subcommittee on Agriculture, Rural Development 
And Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chaim1an: 

We are pleased to enclose a report on enforcement actions taken by the Animal and Plant 
Health Inspection Service (APHIS) in the regulation of Class B animal dealers under the 
Animal Welfare Act (AWA). 

The Conference Report accompanying the Fiscal Year 2006 Appropriations Bill, \Vhile 
ackno,vledgi11g the importance of scie11tific achievements that 11ave been n1ade possible 
through the use of laboratory animals> expressed strong s11pport for strict enforcetnent of 
the AW A, includi11g regulatory oversight of the trade by Class B ani1nal dealers. Jn 
respo11se to tl1at request I am pleased to submit the enclosed report> \\'hich also includes 
information regarding the frel111ency of inspection of Class ·s dealers, the allocation of 
resources for that purpose, and otl1er actions of the .Department. 

We appreciate yo11r interest in the program, and stand ready to pro\•ide you and your staff 
with any additio11al information and brief111gs you may require. Sin1ilar letters are being 
sent to Congressman Bonilla, Congrei:;swoman DeLauro, and Senator Kohl. 

Sincerely, l2 
µ~ .. --
MikeJohann 
Secretary 

Enclosure 



Animal Welfare Act Enforcement Efforts: Class B Dealers 

Overview of Enforcement Program 

In enforcing the Animal Welfare Act (AWA), APHIS Animal Care (AC) inspectors work 
closely with other Federal agencies and fTequently interact \Vitl1 regulated professio11al 
groups, industry organizatio11s, hm11a11e groups, the scientific c0Ill111unity, and other 
concerned associations or indivjduals. 

Complementing AC's efforts is APHIS' Investigative and Enforcement Services {TES) 
program. !ES s11pports all APHIS progran1s in the goal of enhancing compliance with 
agency regulations. Toward this end, IES conducts comprel1e11sive i11vestigations a11d 
pursues sound enforcement actions. API-IIS works closely witl1 USDA 's Office of 
General Counsel, other Fed.eral agencies, State ai1d local govenune11t, and industry 
groups in these efforts. 

Since fiscal year (FY) 1993, APIDS has conducted an intensive traceback effort on dogs 
sold by random-source, Class B animal dealers. These dealers, wl10 supply animals to 
the researcl1 community, typically obtain them from pounds and shelters, pet owners who 
wish to relinquish O\vnersl1ip, and other legitimate sources. Ho\vcvcr, th.ere has alvvay·s 
been concern that some of these dealers may be trafficking in stolen ·animals. 

Under the AW A, random source dealers are required to maintain accurate records of the 
acquisition and disposition of their animals. AP HIS' traceback effort has focused on 
.n1aking sure these records are accurate and complete. To optimize this effort, APHIS lias 
conducted quarterly inspections of all random source dealers si11ce the tracel1ack 11roject 
went into effect in 1993. TI1is past summer, APHIS carried ot1t the second joint IES-AC 
National Task Force to perform a lOO~percent traceback of all records of rai1dom source 
Class B dog dealers nationv.ride, \Vhich i11volvcd businesses operating in nine States. 

The results of these efforts have been significant. Since FY 1993, the percentage of 
ai1imals traced back to theh· original source has i11creased from a little more than 40 
percent to more than 95 percent. At the same time, the nu111ber of random~source dealers 
11as decreased from more than 100 to the current ten. Of the ten remaining random
source dealers, fi'.re \.\'ere under i11vestigatiot1 by the end of FY 2005. 

APHIS employs a two-pronged enforcement strategy. For licensees and registrants who 
show an interest in improving the conditions of their animals, the Agency actively 
pursues innovative penalties that allo\v the individuals to invest part or all of their 
monetary sanctions in facility improven1ents, employee traini11g, researcl1 on anin1al 
health and welfare issues, or other initjatives to i111prove ani1nal well-bei11g. Tlris ltas the 
effect of enabli11g the individuals to imn1ediately improve the conditions for their animals 
while sending a clear n1essage that future violations \Vill not be tolerated. On t11e other 
hand. for licensees and registrants \\'ho do not in1prove the conditions for their animals, 
APHJS plm:t1es enforcement action. Such action typically includes significant tnonetary 



penalties, such as the February 2005 case involving a class B dealer from Arkansas. 
Settle1ne11t of that case resulted i11 corporate and indivjduaJ fines totaling $267 ,000, 
including the largest civil penalty ($250,000) ever assessed and paid in an A WA case. 
1'he case also resulted in re·vocation of the dealer's license along Vi'it11 forfeiture of the 
ani1nals involved because they were found to be sufferi11g. 

FY 2005 Activities 

At the end of FY 2005, there were ten random source Class B dog dealers registered 
u11der the A \VA natio11wide. Tl1eir operatio11s were located i11 the following ni11e States: 
t\vo in Michigan, and one each in Kentucky, Illinois, Indiana, Minnesotai Missot1ri~ Ohio, 
Oklahoma, and Pc1msylvania. 

1. Eastern Region: 

In the Eastern Region, there were a total of eight random-source Class B dealers holding 
a USDA license at the beginning of2005, which did not change during the year. The 
i1umber of anjmals at each operatio11 ranged from a Jo\V of 20 to a higl1 of approximately 
100, with the a\'erage being approximately 65 animals. AP HIS inspectors conducted a 
total of 43 i11spectio11s of these operations in 2005. Frequency of inspection ranged from 
the minimun1 of four inspections (three dealers) to a high of eight inspections (one 
dealer). T'll'O dealers \Vere i11spected five times, while one dealer received six 
inspectio11s and the other received seven. 

Most of these dealers were involved in enforcement actions in FY 2005. One dealer paid 
a stipulation in the amount of $3, 780 in August 2005. A second dealer paid a stipulation 
of$1,240 in llme 2005. One dealer has been recommended for stipulation penalty in 
Ncrven1ber 2005, wl1ich is currently pending. Two other dealers are under investigation 
at the present time. Another two dealers underwent separate investigations for alleged 
violations, l)llt no violation \Vas found. 11:ic eighth and finaJ dealer did not prompt an 
investigation. 

2. Western Region: 

At the start of FY 2005 there were five licensed random source Class B dealers in t11e 
Westen1 Region, which subseque11t1y decreased to two by the end of the fiscal year as a 
result of license re\'Ocations and operators quitting the business. In a. major enforcement 
action, APH1S obtained a consc11t agreement resulti11g in Ma11in Creek Ken11els 
reli11quisl1ing its license, agreeing to pay the largest civil penalty on record under the 
AW A ($250,000), and allowing AP HIS to take custod}' of a11d relocate all of jts 
remaining dogs and cats. 

Other dealers leaving the business included one that was under investigation and a second 
dealer with no known cnforcen1e11t probletns. 1bc h\'O rc111aining random source Cla..;;s B 
dealers in tl1e Westen1 Region both have acti\'e cases in progress. 
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Resources Devoted 

APHIS spent an estimated $270,000 in direct costs for inspections and enforcement for 
random source Class B dealers in FY 2005. This number is broken down as follows: 

$42,300_ 

C-:-==~0--7"=--:c=-::---c--+--------·-·--···-·-·······~5,~QQ_ 
~'-"'~="'-"'~===='""'=--I-----··-·-----···-·· ......................... J,~QQ_ 

Other Actions of the Deoartment 

We are not aware of any other actions of the Department with regard to Class B dealers at 
the present time_ 
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USDA 
iiiim 

United States Department of Agriculture 

The Honorable Rosa DeLauro 

Otlice of lhe Secretary 
Washinglon, O.C. 20250 

APR 1 9 2006 

Subcommittee on Agriculture, Rural Development 
Food and Drug Administration, and Related Agencies 

Committee on AppropriatiotlS 
United States House of Representatives 
2262 Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Congresswoman DcLauro: 

We are pleased to enclose a report on enforcement actions take11 by the Animal a11d Plant 
Health Inspection Service (APHlS) in the regulation of Class B animal dealers under lhc 
A.uimal Welfare A.ct (AWA). 

The Conference Report acco1npanying the Fiscal Year 2006 Appropriations Bill, while 
aclo.1ow]edging t11e importance of scientific achievements that have bee11 made possible 
through the ltse of laboratory animals, expressed stro11g support for strict enforcement of 
rite AWA, including regulator}' O\'ersight of the trade by Class B animal dealers. 111 
response to that request lam pleased to subntit the enclosed report, which also includes 
informatio11 regarding the frequency of inspection of Class B dealers, the allocation of 
resources for that purpose, and other actio11s of the Dcpa1tn1e11t. 

We appreciate your interest in the program, and stand ready to provide you and your staff 
with any additional information ant.1 briefings you may require. Similar letters are being 
sent to Congressn1at1 Boni1Ja, and Senators Bennett and Kohl. 

Sincerely, l2 
~-L.,~. 
Mike Johann 
Secretary 

Enclosure 



Animal Welfare Act Enforcement Efforts: Class B Dealers 

Overview of Enforcement Program 

In enforcing the Animal Welfare Act (A WA), APHIS Animal Care (AC) inspectors work 
cJosely with other Federal agencies and frequently interact with regulated professional 
groups, industry organizations, humane grot1ps, tlte scientific commw1ity, and otl1er 
concerned associations or indi\'i(lua1s, 

Complementing AC's efforts is APHIS' Investigative and E11forcement Services (IES) 
program. JES supports all APHIS programs ID the goal of enhancing con11lliance -with 
agencyregulatio11s. Toward this e11d, TES conducts comprehensi,,e i11vestigations and 
pt1rs11es sound enforcement actions. APHIS ..,.,·orks closely with USDA's Office of 
General Com1sel, otl1er Federal agencies, State and local government, and industry 
groups in these efforts. 

Since fiscal year (FY) 1993, APHIS has conducted an intensive traceback effort on dogs 
sold by rmdom-source, Class B animal dealers. These dealers, who supply animals to 
the research comn111nity, typically obt.ain them from pounds and shelters, pet O\Vners who 
wish to relinquish ownership, and other legiti1nate sources. However, there 11as always 
been concern that some of tl1esc dealers ma)' be trafficking in stolen anin1als. 

Under the AWA, random source dealers are required to maintain accurate records of the 
acquisition and disposition of t11eir animals. APHIS' traceback effort has focused on 
making sure these records are accurate and complete. To optimize this effort, APHIS has 
conducted q11a1terly inspections of all random so11rcc dealers since I.he traceback project 
went into effect in 1993. Thjs past sunu11er, APHIS carried 011t the scco11d joi11t IES-AC 
National Task Force to perform a 1 OO-perce11t traceback of all records of random source 
Class B dog dealers nationVv·ide, wl1ich involved businesses operating in nine States. 

The results of these efforts have bee11 significant. Since FY t 993, the percentage of 
animals traced back to their original source has increased from a little rnore than 40 
perce11t to more than 95 percent. At the same tin1e, the number of rando111-source dealers 
has decreased from more tl1an 100 to the current ten. Of the ten ren1aining random
so11rce dealers, five v.-·ere under investigation by the end of FY 2005. 

APHIS employs a two-pronged enforcement strategy. For licensees and registrants who 
sho\v an interest in improving the conditions of their animals, the Agency actively 
pursues innovative penalties that. allo\v the individuals to invest part or all of their 
monetary sanctions in facility improvements, employee trait1ing, research on anit11al 
health and welfare issues, or other initiatives to impro·ve animal well-being. This has t11e 
effect of enabling the individ11als to immediately improve the conditions for their animals 
while sendin.g a clear .tnessage that future violations will not l1e tolerated. 011 the other 
l1rn1d, for licensees and registrants 1,vho do not impro\'e the conditions for their animals, 
APIDS pursues enforcement actio_n. Such action t)pically includes significar1t monetary 



penalties, such as the February 2005 case involving a class B dealer from Arkansas. 
Settlement of that case resulted it1 corporate and individual fines totaling $267,000, 
including the largest civil penalty ($250,000) ever assessed and paid in an A WA case. 
The case also resulted in revocation of the dealer's liceiise along \vitl1 forfeiture of the 
ai1imals involved because they were fou11d to be suffering. 

FY 2005 Activities 

At the end of FY 2005, there were ten random so11rce Class B dog dealers registered 
under the A WA nationwide. Their operations \.Vere located in the following nine States: 
w..-o in Michjgan, and one each in Kentucky, Illinois, lt1diai1a, Mim1esota, Misso11ri, Ol1io, 
Oklahon1a, and Pennsylvania. 

1. Eastern Region: 

111 the Eastern Region, there were a total of eight random~source Class B dealers holding 
a USDA license at the begiruring of 2005, which did not cl1ange during the year. 111e 
number of animals at each operation ranged from a lo\.v of 20 to a higl1 of approximately 
100, with the a1.rerage bei11g approxi1nately 65 animals. i-\FHTS i11spectors conducted a 
total of 43 inspections of these operations jn 2005. Frequency of inspection ranged from 
the minimum of four inspections (three liealers) to a high of eight ittspectio11s {one 
dealer). T\VO dealers were inspected five times. while one dealer received six 
inspections a11d the other received seven. 

Most of these dealers were ii1vo1ved in enforce111ent actions in FY 2005. One dealer paid 
a stipulation in the amount of$3,780 in August 2005. A second dealer paid a stip11lation 
of $1,240 in June 2005. One dealer has been recon1111e11ded for stipulation penalty in 
N-Ovetnber 2005, which_ is currently pending. Two other dealers are under investigation 
at the present time. Another two dealers underwent separate i11vestigations for a11eged 
violations_. but no violation \Vas found. The eighth and final dealer did not prompt an 
investigation. 

2. Western Region: 

At the start of FY 2005 there were five licensed random source Class B dealers in the 
Western Region, \'\'hich subsequently decreased to two by the end of the fiscal year as a 
result of license revocations at1d operators quitting the business. In a major enforcement 
actio11, APHIS obtained a consent agreement resulting :in Marti11 Creek Ke11nels 
relinquishing its license, agreeing to pay the largest civil penalty on record under the 
A WA ($250,000), at1d allowing APIIlS to tile custody of and relocate aJ.l of its 
remaining dogs and cats. 

Other dealers leaving the business i11cluded one that was under investigation and a second 
dealer \Vit11 no kno\vn enforcement problems. The two rcmain:ing ra11dom source Class B 
dealers in the Western Region both have active cases i11 progress. 
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Resources Devoted 

APHIS spent an estimated $270,000 in direct costs for inspections and enforceme11t for 
random source Class B dealers in FY 2005. This number is broken clown as follows: 

APHIS Field Ins ections $42,300 
>---~~~~~~~~~~~~~~~-+~~--~~~~~~~~~~~~---< 

APHIS Field Investi ations 65,900 

61,700 
92,700 

Other Actions of the Department 

We are not aware of any other actions of the Department with regard to Class B dealers at 
the present time. 
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Control Number: 5120599

The Honorable Richard Cheney 
President of the Senate 
Washington, D.C 20510 

Dear Mr. President: 

USDA 
iiilli 

Unltltd States Ospsrtm9nt Of Agriculture 

Office of the Secreta1y 
Washington. D.C.20250 

APR 7 2006 

The Grain Standards and Warehouse Improvement Act of 2000 (Public Law 106-4 72) amended 
the Packers and Stockyards Act (P&S Act) of 192 l (7 U.S.C. 181, ct i;ru.) to require the 
Secretary to submit to Co11gress an annual assessment of the cattle and hog industries. 'l'hc 
amendment reads as foJlo\.vs: 

Not later than March 1 of eacl1 year, the Secretary shall submit to Congress a11d make 
publicly a·vailable a report that---

( !) 
1) \-

(3) 

assesses the ge11eral economic state of the cattle and hog industries; 
describes changing business practices in t11ose industries; and 
identifies market 011erations or activities in those i11dustrics that appear to 
raise concen1s under this Act. 

This is the Department of Agricultltre's Grain Inspection, Packers arid Stockyards 
1\dn1inistration's (GIPSA) fift11 report to Congress on the general econon1ic state of the cattle and 
l1og indl1suics, cha11ging business practices in those industries, and activities that appear to raise 
concerns under tl1e Packers and Stockyards .A.ct {P&S Act). This is the third report to include the 
poultry industry. ]"his report also incl11des responses to Rllllarcnt concerns ltndcr the P&S Act. 

lf you ha·ve any questio11s regarding these issues, please co11tact Jan1es E. Link, Adtninistrator, of 
GlPSA at 202-720-0219. 

An ide11tical letter has been sent to the Speaker of the House of Representatives. 

Sincerely, 

4,// / A~~___,,_ __ 
Mike Johann/ 
Secretary 

Enclosure 



USDA 
"5>::77 ~ 

United States Department of Ayriculture 

Offiee ol the Secretary 
Washing!O!'I. DC. 20250 

The Honorable J. Dennis Hastert 
Speaker of the House of Representatives 
235 Cannon House Office Building 
Washington, D.C. 20515-1314 

Dear Mr. Speaker: 

The Grain Standards and Warehouse Improvement Act of2000 (Public Law 106-472) amended 
the Packers and Stockyards Act (P&S Act) of 1921 (7 U.S.C'. 181, et seq.) to require the 
Secretary to submit to Congress an ru.1n11al assessment of the cattle and hog indllstr:ics. The 
amendn1ent reads as JOllows: 

Not later than March l of each year, the Secretary shall Sltbmit to Congress and n1ake 
publicly available a report that----

( 1) assesses the ge11eral economic state of the cattle and hog industries; 
(2) describes changing business practices in those industries; and 
(3) identifies market operations or activities in those industries that appear to 

raise co·ncems under this Act. 

This is tlte Department of Agriculture's Grain Inspection, Packers and Stockyards 
Administration's {GlPSA) fifth report to Congress on the general economic state of the cattle aI1d 
hog industries, changi11g business practices i11 those it1dust1ies, and activities that appear to raise 
co11cen1s u11der the Packers and Stockyards Act (P&S .A.ct). This is the third f'1:lOrt to include the 
lloultry industry. This report also i11c1udes responses to apparent concerns under tl1e P&S Act. 

If you have any questions regarding these issues, please contact James E. Link, Adtninistrator, of 
GIPSA at 202-720-0219. 

An identical letter has been sent to the President oftl1e Senate. 

Sincerely, 

/ff---(~ 
Mike Johan/s 
Secretary 

Enclosure 



Control Number: 5124258

United Statet Department Qf Agrlcvtture 

The Honorable Robert F. Bennett 

Offi~ ol the Secretary 
washington, o_c_ 20250 

JUN 9 2006 

Chainnan, Subcommittee on Agriculture, Rural Development 
and Related Agencies 

Committee 011 Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chainnan: 

'Ille United States food and agricultural system has been working to combat a variety of 
plant and animal pest and disease incursions that threate11 the eco11omic livelihood of our 
American farmers and many related industries. In fiscal year 2005, I approved the transtCr of 
$168 n1illion ffom the Commodity Credit (~orporation (CCC) to the A11imal and Plant Health 
Inspection Service (APHIS) to fund the Federal sl1are of several emergency programs. 
Additionally, t\PlllS \Vas able to redirect $15 million in existing(_~(~(' balru1ces to address these 
critical needs. Througl1 cooperative efforts, "\VC prevented tl1e spread of certain plant and animal 
pest a11d disease outbreaks, thereby minimizing the disruption io important don1estic ru1d 
international markets. Specitic fw1di11g lnfotmation relating to each emergency program is 
pro\'ided i11 the e11closed listing. I will continue to keep the Committees informed on the use of 
CCC funds for emergency activities. 

Similar letters are being sent to Congressman Bonilla, Congresswoman DeLauro, and Senator 
Kohl. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 



The Honorable Herb Kohl 

Ut»led Stafw Deplrtment of Agrlcuhut& 

Office. of the Secretary 
WaShlngtoo, D.C. 20250 

JUN 9 2006 

Subcommittee on Agriculture, Rural Development 
and Related Agencies 

Committee on Appropriations 
United States Senate 
123 Hart Senate Office Building 
Washington, D.C. 20510·6026 

Dear Senator Kohl: 

The United States food and agricultural system has been \Vorking to combat a variety of 
plant and animal pest and disea5e incursions that threaten the economic li\'elihood of our 
American farmers and many related industries. In fiscal year 2005, I appro\red the transfer of 
$168 million from the Commodity Credit Corporation (CCC) to the Animal and Plant Health 
lnspectio11 Sen·ice (.A.PllIS) to fund the f<'edcral share of several einergenc)' programs. 
Additionally, APf-IfS ~·as able to redirect $ 15 million i11 existi11g CCC baJances to address tl1ese 
critical needs. Through cooperative efforts, we pre·vented the spread of certain plant an<.f animal 
pest and disease outbreaks, thereby minirnizi11g the disruptio11 to in1po11ant do111estic and 
international markets. Specific funding infonnation relating to each emergency program is 
pro,,ided .in the enclosed listing. J. \.vill continue to keep the Comn1ittecs infor1ncd on the lL~ of 
CCC funds for emergency activities. 

Similar letters are being sent to Congressman Bonilla, (~ongresswoman Del~auro, and Senator 
Bennett. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 



USDA -
Umted Stat$$ Depertment Qf Agrlclllture 

Ottieo of the Secretary 
Washington, D.C. 20250 

JUN 9 2006 

The Honorable Henry Bonilla 
Chainnan, Subcommittee on Agricult1rre, Rural Oe\'elopment. 
:Food and Drug Admirtistration, and Related Agencies 

Committee on Appropriations 
U.S. Iiouse of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Mr. Chairman: 

The United States food and agricultural system has been working to combat a variety of 
plant and animal pest and disease incursions that threaten tl1e econon1ic livelihood of our 
American farmers and many related industries. In liscal year 2005, I approved the transfer of 
$168 million from the Commotlity Credit ('orporatio11 (CC~(') to the r\nitnal and Plant I-Iealth 
Inspection Service (APHIS) to fund the Federal share of several emergency programs. 
Additionally, _,.\PHIS \~.:as able to redirect $1 S million in existittg ('.Ct: balances to address tl1ese 
critical needs. Through cooperative efforts, we pre\rented the spread of certain plant and animal 
pest and disease outbreaks, thereby minimir.ing the disruption lo important don1estic and 
international markets. Specific funding information relating to each emergenc)' program is 
provided in the enclosed listing. J \Viii continue to keep the Committees intOrmed on the us1; of 
CCC funds for emergency activities. 

A similar letter is being sent to Congresswoman DeLauro and Senators Bennett and Kohl. 

Sincerely; 

A-:f<jL-.. -
Mike Johanns 
Secretary 

Enclosure 



USDA -
Unhed Stata Department of AgrJcvlture 

Otfictl of the $6Cl'etary 
Washington, 0.C. 20250 

JUN 9 2006 

The Honorable Rosa DeLauro 
Subcommittee on Agriculture, Rural Development 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
United States House of Representatives 
2262 Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Congresswoman Del,auro: 

The United States food and agricultural system has been working to combat a ·variety of plant 
and animal pest and disease incursions that threaten the economic livelihood of our American 
farmers and many related industries. In fiscal year 2005, I approved tl1e transfer of$l681nillio11 
ii'om the ('ommodity ('redit Cor11oration (CCC) to the Animal and 1->iant I·lealth Inspection 
Service (APHIS) to fund the Jiederal share of several emergency prograi11s. Adllitionally, 
APJ.llS v.'as able to redirect $15 million in existing CCC balances to address these critical needs. 
'J'hrough cooperativ·e effOrts. \.\,.e prevented the spread of certain plant and anin1a1 pest and 
disease outbreaks, thereby minimizing the disruption to in1po1tant don1estic and international 
markets. Specific funding infor1nation relating to each emergency program is provided in the 
enclosed listing. I will continue to keep the Committees informed on the use of C~C'C, funds for 
emergency activities. 

Similar letters are being sent to Congressman Bonilla, and Senators Bennett and Kohl. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 



Fiscal Year (FY) 2005 Commodity Credit Corporation (CCC) Transfers to 
The Animal and Plant Health Inspection Service (APHIS) 

Bovine Spongiform Encephalopathy (BSE) 

In FY 2004, a total of$80.369 million was transferred to APHIS from the CCC in response 
to the positive identifications ofBSE in Alberta, Canada, and in \\'asl1ington State. This 
funding supported t11e response to the incident in Washington State. and the enhanced 
national surveillance plan. In FY 2005, an additional $42.07 million was transferred to 
APHIS for enhanced BSE surveillance from CCC funds and through redirecting CCC 
funding from other API1IS programs. 

The primary goal of the enhanced surveillance program is to test as many cattle from the 
targeted high-risk population as possible in a 12-to-18-montll i1eriod, witl1 the expectation of 
testing at least 268,000 samples i11 that time period. To reach as man)' targeted i..::attle as 
possible. san111les \.Vere taken tfom farms, slaughter Jilcilitics, rcndcrii1g facilities, li•...-estock 
auctions, veterinary clinics_. illl<l public health laboratories. TI1e enha11ced BSE surveillance 
effort is t1tjlizi11g many of the ap1')foaches recommended in the Veterinary Services 
Safeguarding Re\'ie\V. Specifically, rapid scree11ing tests are l1ei11g used, and testing is taking 
place at a nct\VOrk t)f State laboratories. San1ple collectors are using tablet or hand-held 
computers for entering and transmitting the clcctro11ic :sub111issjo11 for111, a11d data are being 
maintained on a \lleb-based data entry· system. Net conferences have been used to provide 
training •Jn identifying the target population and procedures for sample collection and 
submission. An extensive com1n11nications plan has hee11 develo1.ed and is hei11g 
ilnplemcntcd. Quality control l1as been ensured tM)ugh a third part)' reviev.' of the process. 

As of May 2006, over 720,000 samples l1ave been tested since the inception of the enhan.ced 
swveillance program with only t'\vo samples testing positive. ·rhe 11wjority of these animals 
'-"'ere in the targeted high~risk pop1ilntion. 'Ibis figure also includes samples from 21,216 
clinicall~r' normal animals. 

Citrus Canker 

In FY 2005, the Secretary transferred $58 million from the CCC to APH!S for citrus canker 
eradication (consisting of transfers of $10 million and $48 milllon). In addition, the 
Secretary authorized the t1se of $6 million in existing APitIS CCC balances for citrus canker 
eradication activities. APlJIS also received $30 million frotn the (~(~(~ to cotnpensate citrus 
gro,...-ers for losses due to canker. 



In FY 2005, APHIS' Citrus Canker Eradication Program (CCEP) worked to recover from the 
effects of se\'eral hurricanes in 2004. These hurricanes deci1nated Florida's citrus producing 
areas, causing significant canker spread and $500 million in damage to the State's citrus 
industry. In response to the effects of these stonns, the CCEJ> removed numerous infected 
and exposed trees. Also, it enhanced grove survey·s in stonn-affected areas, increased survey 
buffers. and added tree-cutting cre,vs. The surve)'S targeted production areas affected by the 
hurricanes. This strategy ampliticd the number of comn1ercial fi11ds and led the CCEP to 
p11rst1e the rapid remo·val of infected trees. To determi11e tl1e extent of hurricane-related 
canker spread, ensure the early detection of any commercial finds, <:u1d miniI11ize additional 
spread, the CCEP developed a Sentinel Gro\'e Survey to intensively sun'e)' l1igh-risk grove 
blocks that are not known to contai11 canker. Because of the significant sprew.l of citn1s 
canker. the CCEP began an accelerated cradicatitltl -progran1 in Septe111ber 2005 to locate and 
remo·vc all i11t'cst.ations in commercial groves, remo\'e the remaining intected and exposed 
trees in residen.tial areas in the Orlando area and in ~outhwest Florida, ai:1d significantJ;r 
reduce the nwnlk--r of infected and exposed trees in Miami-Dade, Brov,tard, and Palm Beach 
Counties. 

APHIS used $30 million in emergency funds from the CCC in FY 2005 to compensate 
eligible citrus growers whose trees had been removed by the CC~f:P. Of the total, the .A.gene)' 
paid approximately $20 million for lost productio11 claims and approximately $10 million for 
tree replacement claims .. t\pproximately $20 million of tl1c total \Vas attrjbutable to the 
eifects of 1-Iurricanc (~barley, \Vhich 111ade la11dfall in soutl1west Florida in 1\.ugust 2004. 
APHJS paid claimants in the order of the date on which O'ivncrs received an 1t11111cdiate f<'inaJ 
Order for the destruction of their trees. 

Citrus Greening 

APHJS used $759,000 in existing CCC resources in FY 2005 to control a citrus greening 
outbreak in sol1th Florida. Cjtrus greening, which is a bacterial disease that is primarily 
spread by insect vectors called citrus psyllids, probably entered Miami several years ago on 
s1nuggled nursery· stoc.k and was likely 11tanted on residentja] property. There is no cure 10r a 
tree that has contracted it, and infected trees often die within 3-to-5 years. If t11e disease is 
allowed to spread, it could se;'crcly impact the citrus industry throughout the lJnited States. 
The Florida citrus industry, \\'hich represents 77 percent ofllnited States (U.S.) citrus 
production, has an annual fanngate valtie (i.e., the value of citrus products sold) of 
approximately $1 billion. l·lo\:vcver, the total im1.,act of citrus on Florida's economy -
considering all related activities -- is approximately $9 billillll per year, generating $5 billion 
worth of wages, other incomes, and taxes; and a $4. J biJJion wholesale value of citrus 
products. 
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On September 2, 2005, APHIS confirmed the first U.S. detection of Liberibacter asiaticus, 
the causal agent of citrus greening, on a ptnnmelo tree leaf and fn1it samples collected south 
of Miami. In response to the detections, A PHIS and the Florida Department of Agriculture 
and Consumer Services (FDACS) began conducting a comprel1ensive delimiting survey 
around the detection sites to idcnti(y the extent of disease spread. Also, the program 
initiated detectior1 surveys a11d tree removal activities. As of April 4, 2006, 12 Flori<la 
counties (Bro\\'ard, Collier, Hendry, ltighlands, Martin, Miami-Dade, De Soto, Monroe, 
Palm Beach, Pasco, Sarasota, and St. I.ucie) have been continned with citn1s greening. As 
of April 2006. FDACS and cooperating laboratories l1avc processed 2,998 samples. resulting 
in 614 positive samples fi·om 547 locations. 'l'he vao;t majority of the pt1sitive detections were 
frotu residentjaJ trees, but seven commercial groves also tested positive. Because the 
bacterium that causes citrus greening can inft."(;l trees for )"ears before S)'lllptoms occur, and 
because the ,'\sian citrus psyllid is \Videspread in Florida, FDt\CS - in consultation with 
researchers and regulatory officials - has co11cluded that the disease cannot l~ eradicated 
from f'lorida. 111 Novetnbcr 2005, APHJS scientists attended an International Citn1s ('anker 
a11d Citrus Greening Research V./orkshop in Orlanlio, .Florida. 111 this '-"orkshop, Y...'orld 
authorities disc11sscd research priorities ns \veil as options for regulatory agencies and 
industry. In addition, a science panel involving APllJS, FDAC'S, and l!Sl)A's Agricultural 
Research Service is currently ac.lllressjng issues t11at will i11forn1 decisions to be n1ade about 
the futt1re of t11e citrus greening program. 

Emerald Ash Borer (EAB) 

In FY 2005, the Secretary of Agriculture transferred $18.8 million from the CCC to APHlS 
to continue addressing EAB infestations in Michigan, Ohio, and Indiana. In addition, there 
was an approximately $121nillion carryover fro111 FY 2005 available. Survey and quarantine 
en!Orcement activities are focused i11 a11djust outside areas referred to as "gatc\vays," lanli. 
con·idors tl1rough \vhich EAB cottld spread to nc\v areas. ·rhe gatev-.·ays include the 
Jvfackinac Bri<.lge (betY.reen Michigan ·s lo\ver and upper peninsulas), the St. Clair River 
shoreline bet\-veen Michigan and Canada, and a 50-milt> v-.·ide band stretching from l.ake 
!v1ichigan to L-ake Eric through ln<.liana, Micl1iga11, a11d Ohio. Program officials strrveyed 
o\•er 12,000 square n1iles and found seven new infestations within the gatev..'ay areas and six 
new isolated h1festations outside the gateway ari;;as. T'he prograiu is responding aggressively 
to the isolated infestations and those within the gate"\vays by removing all ash trees v-.·ithin a 
half-mile radius of infested trees. Since the program began, AP HIS and cooperators have 
remO\'Cd more than 575)000 ash trees to control 1~.A.B and reduce the amount of host material 
available for the pest. 
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Isolated EAB infestations related to quarantine violations were found in Prince George's 
County, Maryland ai1d Fairfax County, Virginia. in FY 2004. 'l'he program removed all host 
trees surrounding the infestations, and t'Y 2005 survey data indicates that the infestations 
"'·ere successfully eradicated. 

In response to the large number of ne\v detections of the pest outside the generally infested 
area. APHlS and its cooperators began implementing a OC'-V strategy for dealing with EAB in 
FY 2005. The presence of the Great Lakes t111 either side of Michigan's T,ower Peninsula 
limits E,'\.B's spread to the west or east, except for a small area of St. Clair ('ow1ty. 
't\1ichigan, that borders Canada. Accordingly, the progra111 is ltsi11g these 1iatural features to 
help contain spread of the pest from Michigan's l.ov,;er Peninsula. ln FY 2006, 1\PlfIS -w·ill 
focus on conducting thorough state-wide SUf\'CYS ofOhiu, Indiana and Michigan's lJpper 
Peninsula as \\,.ell as enhanced regulator enforcen1e11t activities. 

Mediterranean Fruit Fly (Medfb') 

On December 20, 2004, the Secretary of Agrici1lture transferred $9 million in emergency 
funds from the CC(' to APHIS to address a Medfly outbreak in Tijuana, Mexico, 6 ~'2 miles 
from the U.S. border. Of this total, APl!IS direct<d approximately $4.4 million toward 
preventative release activities in San Diego, (:alifornia, and $3.7 tnillion toward eradication 
activjiies in I'ijuana. 

Mexico: 

The Mexican Secretariat of Agriculture, Livestock, Rural Development, Fisheries and Food 
(S.l\.G.l\.RPA} and APHIS - in cooperation with California -determined the i11itial extent of 
the outbreak by setting O\'er 1,600 traps in an & I-square-mile area around the initial detec.tion 
zo11e. ·ro assure that Tijuana eradicated Medfly and it did not spread to Arizona and 
California, SAGARPi\ sprayetl the organic bait Spinosad by ground and air in southern 

Guatemala: 

In FY 2005. the Secretary also transferred $9.8 million to enhance Medfly eradication efforts 
in I\-1exico and Gl1atemala. With the fu11ds, the MOSCAMED program increased sterile t1y 
release activities and the distribution of bait spray. 
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Tijuana to suppress the flies' population. In addition, SAGARPA, with APHJS' help, 
stripped fruit trees of host n1aterial and conducted surveys of Med.fly host fruits. After 
completion of aerial spraying, ,-\PHIS • in cooperation with SAGARf' A ·released sterile frtiit 
flies to eradicate the ilies from tvtexico m1t1 prevent tl1e tl1rcat of spread to the lJnited States. 
Along \Vitl1 the eradication activities, tl1ere was a public relations campaign conducted to 
advise and inJOrm the p11blic of program opcratio11s. 

United Stales: 

Tn addition to the response activities in Mexico, APHJS and the California Department of 
Food and Agriculture (CDP.I\) extended their highly successful Pre\'entive Releai;e Program 
(l>RP) into a 251-square·miJe area of San Diego County. The PRP has distribt1tcd sterile 
Medflies over the Los Angeles Basin since 1996, v.-ith outstanding results. ·r11is effort 
succeeded in preventing Mcdfly establishment \Vitl1 continuous releases of l 00,000 adult 
sterile Medtlies per square mile. The dispersion of25 million atl1llt sterile tvfcdflics on t11e 
U.S. side of the border \Vas designed ttl prevent any \Vild fly i11troductions that escape the 
main population in southern Tij11ana. In addition to these releases, the PRP conducted 
detection trapping, larval survey- ofMedfly l1ost fruits, fly identification, and data 
munagc1nent to monitor the program's eliectiveness. 

lf the Mcdfly were to become permanently established in the United States, the estimated 
economic loss would exceed $2 billion annually due to direct crop loss, job loss, trade 
embargoes, incre.ased pesticide t1se, lost export markets, production losses, and lower 
dt)mcstic prices for over 250 types of commodities. Dornestic Me<-ifly establishment \.vuuld 
quickJy strain trade agree1nents and l1alt any progress in opening future markets. In addition, 
d()tnestic outbreaks would cause our trading partners to doubt our control n1easurcs .. For 
example, they could refuse to recognize our quaranti11e zo11es or institute requirements 
involving the treatn1ent of fruits and ·vegetables prior to export or moverne11t across State 
borders. In addition to the trade losses, if the Medtl)' \Vere lt) establish itself in the lJnited 
States, it would ultimately require a costly and extren1ely problematic eradication program. 
Previous Medtly outbreaks in California and Florida havt' l'.0~1 hw1drcds of milllons of 
dollars to eradicate. This program is protecting tl1e 111ulti-billio11 dollar agricultural indt.istry, 
partict.ilarly in vulncra'blc gro\"ling regio11s in Arizona, California, and ·1\:xas. 
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Sudden Oak Death (SOD) 

In FY 2005, APHJS had approximately $15 million available to address the nationwide P. 
ramorum emergency. This total consisted of$9.5 million in new funds from the CC(~, $2.5 
million in carryover ft1nds from the C(:C, and $3 n-..ilJio11 111 appropriated funds. Of this total, 
APHIS spent $14 million. 

This program's quarantine rneasures have been etfecti\.'e in safeguarding the United States 
from P. ramorun1 by· preventing the interstate movement of infested nursery stock and pla11t 
products from th.ese areas. Tf detected outside tl1e east coast, API-JIS \~1ould implement an 
Incident Col1Ul1and System and - \vith the ll .S. Forest Scrvil·c w wo1dd C\'oke an cradicatio11 
or management response, as appropriate. 

Since January 2005, API-IIS has confirmed 99 positi\'C detections of P. ramorum associated 
with nursery plants from seven States: California, Georgla, l.ouisiana, Oregon, South 
Carolina, Ten11essee, and Washington. Of the 99 total, 41 resulted tfom trace-backs and 
trace-forwards (30 in ('alifornia, 9 in Oregon, and 2 in \\.'asl1i11gton State); 30 resulted fron1 
the Federal Order a11d a11nual clea111iness compliance surve;'s (23 in (~alifomia and 7 in 
()regon)~ 26 resulted from the National Survey (14 i11 Washington, 4 i11 Georgla, 4 in ()regon, 
2 in Lo11isia11a. l in Te1111essee, and J in Soutl1 Carolina); and 2 were detected in California 
during other sun"eys. The 99 positive sites rt>prcsent a 43 percent decrease from tl1e J 73 
reported in Calendar Year 2004. 

On January 10, 2005, the P. r(1mor11m f'ederal Order took effect. This Order requires all 
nurseries in Califo111ia, Orego11, a11d Washington to certify their plants as free from J>. 
ramoril/11 before shipping them interstate. l'l1e Order alst) restricts the interstate 1novement of 
nursery stock fro1n all commercial nurseries in regulated areas. This action is necessary on 
an emergency basis to prevent the spread of P. ram,1run1 to no11~inlCsted areas oftl1e lJ11ited 
States. The l;-ederal Order <:nab1es pn)gram officials to er1ter any nurseI)r in Cali10mia, 
Washington, and Orego11 to enforce a timely and rigorous sampling and testing regimen. 
Because of the Order, program officials in f'Y 2005 were far n1ore capable of ensuring that 
nurseries ship only P. ra1nor1-un-free plants interstate. 1'he risk of P. ramorum spread is 
significant and affects our ability to regulate the interstate 111ove1nent of nursery stock. 
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Control Number: 5124259

USDA -
United States Department of AgriQutture 

Th.e Ho11orabie Henry Bonilla 

Oflice of the Secretary 
Washington, D.C. 20250 

JUN l 2 2006 
Chairman, Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related .l\gencies 
Committee on Appropriations 
U.S. flouse of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-60!6 

Dear Mr. Chairman: 

We are pleased to report on progress taken b)' the Department towards providing tl1e .greatest 
level of protection against the introductiort of higl1ly pathogenic avian flu into tl1e 1Jnited States. 

The Animal and Plant Health Inspection Seivice (APHIS) has i11imary rcs11onsibility for 
protec1j11g llS fro111 avia11 flu ivitb the lJSDA. APJIJS' pri111ary concern is the I-15Nl strain of the 
av·ia11 influe11za virus. 'rhc ll5Nl strain has infected a small number ofh11111ans around t11e 
\Votld. The h11man cases were a1J associated 'vitl1 close contact with infected poultry. There is 
cur1-e111Iy no.evidence of human to hu111an transmjssi(ln. I1o\vever, cftOrts in cor1trolling the 
fl:5Nl virus in poultry are critical i11 order lo reduce the risk tl1at the virus n1ay 111utate into a 
fOrm that co1dd be transn1itted from hun1ru1 to l111man. 

11..PI·IIS is taking actions to protect against the H5Nl strain of the a'1ian influenza virus 
intcr11atio11ally and domestically. Tn support of the lJSD1\-coordinated international eilOrt, 
r\PlIIS 11as and will continue to provide in~L'.OUTill)' technical training and c.ap.acity building 
assistance to countries to address HSN1 -related issues. The .Agency has deployed permanent in
country tcch11ical experts to provide assistance to the a11imal l1ealth officials and ensure 
continuity of programs across the region. T't1e Agency wilt contit1ue to post these experts in 
countries affec.1ed by' H5N1: Burma, Cambodia, Chilla, Indonesia, Laos, 'fhailand, and Viett1am. 
Tl1ese experts \Vill continue to conduct "train-the-trainer" exercises and_ se1ninars in affected 
countries, coordinate sampling, and heJp to preserve the veterinary infrastruct11re stability needed 
for effective H5Nl control and eradicationprogran1s. These activities l1ave help to co11trol the 
spread of the virus and reduce the iisk of H5N1 entering the U11ited States. 

Domestically, i\Pl-IIS has developed an H5Nl preparedness and surveillance plan for the poultry 
industry, live bird marketing system, the ttpland game industry, a11d for v..ildlife. 'fhe APHJS 
plan addresses H5N1 preparedness and sur1'eiJlance in these areas through: Domestic 
surveillance and diagnostics, wildlife surveillance, and e1nergency prepared11ess. Specific 
activities that will be conducted i11 each of these operational areas are described as follows. 



USDA -
United States Dep1rtment of Agrlculture 

The fionorable Rosa DcLauro 

Office ot the Sootetary 
Washington, O.C. 20250 

St1bcommittee on Agriculture. Rural Development 
Food and Drug Administratio11, and Related Agencies 

Committee 011 Appropriations 
U11ited States House of Representatives 
2262 Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Congress\von1an DeLauro: 

JUN I 2 2006 

We are pleased to report on progress taken by the Department towards providing the greatest 
level of protection agai11st the introduction of highly pathogenic avian tlu i11to the United States. 

The Animal and Plant Health Inspection Service (APfIIS) has pritnaiy responsibjlity for 
protecting us from avian flu \Vitl1 the llSDA. APHlS' i1riniary co11cen1 is the ll5Nl strain of the 
avia11 inflt1enza virus. Tf1e lI5Nl strait111as iI1fected a smaJl number ofhttmans around the 
v.;orld. The human ca.<:es Wt-"Tc all associated \\'ith close contact \i,rjth in.fcctcd poultry. TI1ere is 
currently no e\'ide11ce of}1uman to hru11m1 trans1nissio11. f{owe\'er. elforts in controlling the 
H5NJ \rjn1s ii1 po11Jtry are crjtical it1 order to reduce the risk that the virus rnay mutate i11to a 
fom1 that could be transmitted fru111 human to 111una11. 

APl-IIS is takjng actio1is to protect against the lI5N 1 strain of the avian inflt1e1lZa \'irus 
internationally and domesticall)'· In su.pport of the lTSDA-coordinated international cflOrt, 
A.PHIS l1a5 and \Vill corttinue to provide in-c.ountry technical trai11i11g aru.i capacity bujJdirtg 
assistance to countries to address H5Nl-related issues. The r'\gency has deployed pern1anent in
cotintry teclutical ex1Je1ts to pro\'ide assistance to th~ anir11a1 l1ea1t11 ofll~ials and e11sure 
continuity of programs across the regio11. 'l'l1e Agency v·:ill continue to post these experts in 
countries affected by tl5N1: Bunna .. Can1bodia, C.hina, Indonesia, Laos. Tl1aila11d. and \'ietnam. 
'Tl1ese experts \:v:iJl co11tinue to conduct "trai11-thc·traincr" exercises and seminars in affected 
countries, coordinalc sampling, a11d help to i1reserve t11e veterinary infrastructure stability needed. 
for effCcti\'C HSNl contf()] and eradication programs. ·1~hese activities ha\.re help to control the 
spread of the virus and reduce the risk of H5Nl enteri11g the TJnited States. 

Domestically, APHIS has developed an H5Nl preparedness and surveillance plan for the poultry 
industry, live bird marketing system, the upland game industry, and for \\'ildlife. 111e .!\.PHIS 
plan addresses I-I5Nl preparedness and surveillance in these aoeas through: Don1estic 
surveillance and diagnostics, wildlife surveillance, and emerg~nCJ' preparedness. Specific 
activities that Vv'ill be conducted in each oftl1esc operatio11al areas are described as tOJJo\\.'S. 



The Honorable Herb Kohl 

USDA 
iiiilli 

United Slates D&i>ertmcint or Agriculture 

Office of the Secretary 
Washington, O,C. 20250 

JUN 12 2006 
Subcommittee on Agriculture, Rural Development 
and Related Agencies 

Comn1ittee on Appropriations 
United States Senate 
123 Hart Senate Office Building 
Washington, D.C. 205)0,6026 

Dear Senator KohJ: 

We are pleased to report on progress taken by t11e Department to\vards providing the greatest 
level of protection agai11st the introduction of highly pathogenic avian flit into the United States. 

The Animal and Plant Health Ins1lectio11 Service (AP}{JS) has primary responsibilit}' for 
protecting us frtl1n avinn flu witl1 the USDA .. AJ1HIS' prin1ary concern is the H5Nl strain of the 
avian jnfluenza virus. The 115N 1 strain has infected a sn1al! number of humans around t11e 
world. 1'hc human cases \.Vere all associated with close co11tact v.·itl1 infected poultry. There is 
cun·entl1· 110 evidence of human to hlunan tra.nsmissil)fl. However, efforts in controlling the 
I·I5N1 vin1s in poultry arc critical in order to reduce the risk that the virus may mutate h1to a 
fonn that couJd be trans1nitted fron1 human to hurnan . 

.-\l'HlS is taking actio11s to protect against the I-I5Nl strain of the avian influenza virus 
internationally and don1estically. In support iJf the lJSDt\-coordinated i11temational eftOrt, 
.APJ·JJS has and "'·ill conti11ue to provide in-ci1untrJ' tet.·hnii·~d training and capacity building 
assistance tG countries to address HSN I-related isslies. "fhe ,1\ge11cy has deployed l'e1manent in
country technical experts to provide assistance to tJ1e animal 11ealth officials and ensure 
continuity of programs across the region. The i\gency will contir111e to post these experts in 
countries affected b,y J{5Nl: Bunna, Cambodia, China, lndonesia, I_,aos, Thailand, and Vietnam. 
These experts \\-'ill continue to conduct ''trai11-the-trainer" exercises arul ser11inars in affected 
counu·ies, coordinate satnpJi11g, and help to presenre the ·vetcri11ary infrastructure stabilit)r needed 
for cffecti\.'e f-l5NJ control a11d t'raltication programs. These activities have help to cot1trol tl1e 
spread oi~the ~'i111s <md reduce the risk of Ji5N 1 entering t11e U11ited States. 

Domestically, APIIIS has developed an I-I5Nl preparedness ru1d surveillance pla11 for the poultry 
indu51ry, li,,e bird 111arl(eting S)'Stem, the upland gar11e i11dustry, and for wildlife. 'fhe APlflS 
plan addresses H5N 1 prepared11ess and surveilJ:lnce in these .areas through: J)omestjc 
s11rveilla11ce and diagnostics, \\'ildlife s11rveillance, and emergency' preparedness. Specific 
activities that \Vill l)e co111._i11cted in each of these operational areas are descril)ed as follows. 



USDA 
iiii 

United States Department of Agriculture 

The Honorable Robert F. Bennett 

Offic9 of the Sllc:ratary 
Washington, D.C. 20250 

JUN l 2 2006 

Chairman, Stibcommittee 011 Agriculture, Rural Development 
ru1d Related Agencies 

Committee on Appropriations 
·united States Se11ate 
188 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chainnan: 

We are pleased to report on progress taken b)' tl1e Department tov, .. ards providing the greatest 
Ie·vcl of protectit1n against the introduction of higl1ly pathogenic avjan flu jnto the lJnited States. 

The .-\ni:1nal and Plant llealth l11spection Service (APilIS) 11as primary responsibility for 
pn_)fecting us from avian flu with the lrSDA. APHJS' pri111ary concern is the-l-15Nl strain of the 
avian influenza virus. Tl1c H5N1 strain has i11fected a sn1all ntn1ibcr of humans arciund tl1e 
wcirld. ]'J1e l1LU11at1 ca<>es \.Vere all associated with close co11tact "vith infected poultry. There is 
currently- no evidence of human to human transmission. I-Jci\vever, efforts in contr0Jli11g the 
FJ5Nl virus in poiiltry are critical in order to reduce the risk that the ·virus nlay n1utate into a 
J(nm that could be trru1smitted tfom hutnan to hun1an. 

AJ)HIS is t.:'lk.ing actions to protect against the H5Nl strai11 of the avian influenza virus 
intematio11a1Jy- and domestically. In support oftl1e USD/t-coordinated intcr11ational effort, 
...-\PFIIS has ai1<.1 will conti11ue to pr0\1ide in-co1u1try tecfu1ical traini11g ai1d ca1)acity buil<.iing 
assistance to countries to address Ii5N I-related issues. The Agency has deployed pe1mancnt in
cou11try technical c,.xperts to provide assistance to the animal 11~aJt11 officials and ensure 
continuity of pro grains across the region. 'fbc .'\gene)' \.VilJ continue to post these experts itt 
count.Ii es affected by lISNl: Bur111a, (~ambodia, China, Indonesia, Laos_. ·rhailand, and Vietnan1. 
These experts -will co11tinue to conduct "train-the-trainer" exercises and se1ninars in affected 
countries, coordinate srunJ,ling, and heip to preserve the veterinary inifastructure stabilit)' needed 
for effective J--I5Nl control and eradication programs. ·rhese acti..,ities hav~ help to control the 
spread of the virus and reduce the risk of HSN J ei1tcring the lJnited States. 

Domestically, APHIS has de\'eloped an IlSNl preparedness and surveillance plan for the poultry 
i11dustry, live bird marketitlg system, the upland gan1e i11(ll1st1y_. nnd for 'vildlife. The APlilS 
plan addresses HSNl preparedness ru1d surveillance in these areas throltgh; l)omestic 
surveilJance and. <.1iagnostics, V1'ildlife surveillance. ~nd etnergency pre11aredness. Specific 
activities tlmt ¥ii11 be conducted in eacl1 of these operational areas are described as follows. 
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For domestic surveillance and diagnostics, '\-Ve Bre \Vorking closely with the States and 0th.er 
Federal agencies in a coordinated effort to ensure that ample surveillance for the H5Nl virus 
takes place. Tl1e phn1ned level of surveillance \Vill increase tl1e probability of earl)' detectio11 
should the vin1s enter the Unjted States. In nddition, APHIS is expanding the low p.rithogenic 
a\1ian influenza (LP,.\I) corttrol r1rogram to alt States. By prc·vc11ting and controlling the spread 
of the low pathogenic strains of the vints API-lIS will: reduce tl1e possibility for virus m1Jtations 
and reassort1nents to its 11ighly patJ1oge11ic for111; reduce t11e likelihood of the virus becoming a 
zoo11otic age11t, thereby protecting human health; and 1:.iri;:;serve international trade in poultry and 
poultry products. The l.Pi\J program conducts surveillance in the U.S. -.:.01111nercial broilers. 
layers, turkeys, and their res11ective l1reeders, and the live bird n1arketing syste111. 

"fhe National Veterinary Services l,aborator:ies (NVSL) provides diagrtostic support to our HSN I 
and LP Al surveillance l'rogrm11s by aiding t11e National Anin1al I-Iealth f~aboratory Network i11 
processing subtnitted samples. NVSI~ is \vorki11g to expand its lnfrastn1cture to increase AI 
reagent production through on-sjte producrion and contracts to meet tl1e anticiiJated lerels of 
surveillance sampling. 

The Smuggli11g Tnterdiction and Trade Comp1iu11ee w1it wjtl1irt 1\PifIS is conducting tisk 
l11anage111e11t and anti-smugglirtg activities to pre,'ent the 'w1la•vful entry a11d distribution of 
prohibited agric11ltural co111modities an1..l products that may' 11arbor the I-15Nl vin1s. ·ro ensure 
compliance \Vitl1 import restrictio11s, APHlS concentrates on idcntifyi11g s11111ggled p<Jultry 
products and live birds fro111 H5Nl-affected countries. API-IIS also conducts routine .surveys, 
special operatio11s, ru1d tnarkeling activitit's focusing 011I-15N1 products in commerce and at ports 
of e11try. 1\.11 suspected violations are fonvarded to 1\l)HIS' Investigative and Enforcement 
Services staff for t'urtl1er investigation. Civil and/or criminal penalties may be iss\1ed for 
violations. 

API-IIS is also expanding its "Biosecurity for the Birds" program to educate noncommercial 
poultry and bird owners ab1.1ur biosecurity as part of its do111csric surveillance program. 'fhis 
outreach and education campaign provides tips 011110\N' to recognize H5N 1 and Exotic Newcastle 
l)isease ru1d ei1courages biri..i. 0\\'11ers to rapidly' report sick birds. 

APHIS' wild bird surveilla11ce plru1 i11corporates se·veral interrelated components, including 
investigation of wild bird die-<Jffs or sickness; sampling oflive-captlrrcd \vild birds; deployment 
of ser1tinel species; environmental sru11pling; and sampling hunter-har\'ested birds, Our \\-"ild birc.1 
surveillance activities will be implemented in t\vo 1Jhascs. The initial pl1ase addressed early 
detection actjvities in Alaska, particularly, in coastal areas \"<:here contact between !\sian and 
Nortl1 An1erican wild birds is ll\OSt likely to ot:cur. ·r11e second ph1.tse addresses s~tl1sequent 
fI5Nl 1..tetection activities in the fotu· major North ;\merican flyways. 

For etnergency preparedness, APHTS \vill use an enhat1ced versio11 of the North Amcrjcan 
1\nimal Disease Spread Model to dc,'elop scenarios for H5Nl, APHIS i11tends to produce a bank 
of scenarios that identify the Jikeiy etYects of an H5N 1 virus outbreak. These scena1ios will then 
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be analyzed to dei,relop criteria and protocols that address those likely effects. We \vill then 
utilize the criteria to perfonn various types of exercises at local, regionaJ, national and 
international levels for plan11ing and prepared11ess purposes. With the lessons learned from these 
sim1tlated exercises, mitigation approaches (response strategies) could be adjusted and ren1n, 
thereby creating a contj11uous loop of itnptO\'ement for v~rhat mitigations to lJSe and \.Vhat n1ateriaJ 
resources to stock in the National Veterinar.Y Stockpile (NVS). 'fhe NVS will address resource 
neetis by acquiring) configur111g, and majntajning critical vcterjnar3r supplies to ensure that 
systemic me.astires are in plac~ to eradicate H5Nl and deplo)' \'ctcrinary resources, such a'i 
reage11ts an_d vaccines, \\r'ithin 24 l1ours of an adverse event. APHJS will work in cooperation 
\~·itl1 other Federal, State, and local agencies in the event of an outbreak in at1hnals tl1at surpasses 
its response capacity. AJ>JtlS l1as prepared for such an event by developing a playbook tl1at acts 
as a direct link to the national preparedness and response strategy for aviar1 influenza. 

\Ve appreciate your inteicst in the program~ and stand ready to provide you and your staif,¥jth 
any additional irtfon11ation and briefings you ma)' require. Sin1ilar letters are being sent to 
Co11gressman Bonilla, Congresswoman DeI.auro, at1ll Senator K.ol1l. 

Si11ccrely, 

Mike Johanns 
Secretary 
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United Slates Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Honorable J. Dennis Hastert 
Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Mr. Speaker: 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office oflnspector General's Semiannual Report to 
Congress covering the 6-rnonth period that ended March 31, 2006. 

This report reflects the work of the Office of Inspector General to promote efficiency and 
effectiveness and to prevent and detect fraud and mismanagement in the Department of 
Agriculture's operations. 

Sincerely, 

Mike Jo 
Secretary 

Enclosure 

Al\ Equal OppcrtLlnity Employer 
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United Slales Department of Agriculture 

JUN 6 2006 

The Honorable Richard B. Cheney 
President of the Senate 
Washington, D.C. 20502 

Dear Mr. President: 

Office of the Secretary 
Washington. o_c. 20250 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office oflnspector General's Semiannual Report to 
Congress covering the 6-month period that ended March 31, 2006. 

This report reflects the work of the Office of Inspector General to promote efficiency and 
effectiveness and to prevent and detect fraud and mismanagement in the Department of 
Agriculture's operations. 

Sincerely, 

Mike Jo 
Secretary 

Enclosure 

An Equal Opportunity Employer 

- --- ------------
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United States Department of Agriculture 

'fhe Honorable Henry Bonilla 

Otfice of the Secretary 
Washington, D.C. 20250 

JUN 1 2006 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agertcies 

Committee on Appropriations 
U.S. I-louse of Representati\'CS 
2362-A Raybur11 House Office Building 
Washington, D.C. 20515-6016 

Dear Mr. Chairman: 

As part of our continued commitment to keep Congress infonned of our activities, 
I am writing to infor1n you of otrr plans to cover compe11satjo11 clairns for trees 
destroyed to eradicate Plum Pox in Pennsylvania. 

Since the bcginni11g of the Plum Pox virus eradication program in 1999, 
compensation for growers whose orchards have been destroyed to control the 
disease has been an essential part of the program. Compensation provides 
ince11tivc for gro\vers to cooperate with the program in remo\'ing infested 
orchards. The Plum Pox virus ca11ses a serio11s disease aifecting stone fruit 
species s11ch as aln1011ds, ap1icots, nectaiincs, peaches. and pJun1s. Fruit 
production from infected trees is severely reduced and an)' fruit produced is often 
blemished. There is no treatment for infected trees; they can onl}' be destroyed. 

"When infected trees are fCn1nd, the program removes all host trees within 500 
n1eters of the positive site. In recent years. the number of detectio11s has dropped 
sharply. detnonstrating the program's early success i11 findi11g a11 .. t elimi11ati11g the 
disease. Ho\VC\'CT, a smaJJ i1u111ber of detectio11s ivere 1nade in fiscal year (FY) 
2005 and are expected to continue 10r several more years. "fhe Anitna1 <m\1 Plant 
I-Iealth Inspection Service (APHIS) originally paid gro\vers for 3 years of lost 
production, asswning that orchards could be replanted 3 )'ears after the trees were 
destroyed. I-Io\vcver, j112004 .. A.PHIS a111cndcd its compensation rule to provide 
payme11ts for )'ears 4 and 5, if ne.:essary. to growers in areas wl1ere w-e cottld not 
con1pletc eradicatio11 ai1d allov.,r gro\vers to replant after 3 years. 



The Honorable Henry Bonilla 
Page 2 

Tl1e program currently needs $2.1 million to pay compensation claims related to 
ne\v detections (for which 122 acres of trees were removed) and the changes in 
APHIS' co1upensatio11 rules described abo·ve. Because of the in11)ortance of 
paying these claims, APlJIS is using appropriated funds from se\'eral sources not 
originally planned for PJw11 Pox \\'Ork to i::over tJ1e need. APHlS \Vould also ttse 
$100,000 from tl1e Plum Pox line item that is currently used for program 
operations and $1 million from its contingency fund for the remaining need. To 
date, De1)rutrnent of Agriculture (lJSDA) has paid gro\.vers approximately 
$16.6 million, an average of approximately $12,000 per acre. USDA 
compensation represents 85 percent of the value loss ai.1d the Pennsylvania 
Department of i\griculture (PD.A) pays the remaining 15 percent. PD.A. also 
covers removal and compensation costs for resjdential trees. 

1'he remaining $987,000 would come from t11e follo\\''ing sources: $400,000 from 
the Emerging Pla11t Pests line ite1n; $387,000 fron1 the Grasshopper and !\1ormon 
Cricket line item; and $200,000 from the Biological Control Ji11e ite1n. ·r11e funds 
are not 11eeded for the ongoing progra1ns tl1is year because of specific 
circumstances. The Emerging Plant }'est funds arc designated no-)'ear, and the 
$400,000 is carry-over ftu1ding that \Vas being held for Sudden Oak l)eat11 
regulatory acti\'ities, specificall)' nursery shipment trace-backs. T'he n1unber of 
trace-backs in r:y 2006 is lower than expected_. and the $400,000 is tl()t needed for 
tl1at work. 1bc C'rrassl1opper and !viormo11 Cricket progra111 expects lower demand 
for treatments this year because areas that recently experienced Morn1011 Cricket 
outbreaks novv J1ave declining 1)01)u]ations. _Fi1mlly, the $200,000 fro111 the 
Biologjcal Control line item is not needed becat1se fev.·er States are participating 
this year h1 area-\vide projC('.tS iOr t\\'O pests (salt cedar a11d pink. hil)iscus 
mealybug). 

'Ihe Piw11 Pox program's ongoi11g operational costs are funded through annual 
appropriations. The FY 2006 appropriation includes $2.19 million for Plwn Pox 
surveys and era(lication acti\1ities, and the J!Y 2007 Budget requests $2.2 million 
for t11e Plum Pox progran1. Because con1pensation 11eeds arise sporadically, 
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AP HIS has not req·uested appropriated fwtd<> to cover cou1pe11satio11. 1'he use of 
funds as described abo\'e \Vill allow ,.\PJ-IIS to cover these current compensation 
needs and continue to sec1ire grower cooperatio11 'A-'ith the 'PJuin. Pox eradicatio11 
et1011. 

Similar letters are being sent to Congressw·oman J)ef..,auro a11d Senators Bennett 
and Kohl. 

Sincerely, 

Atae 
MikeJohJ~
Secretal)' 
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United States Department of Agrlr:ultunt 

Offi~ of the Secretary 
W'ashlngton, 0.C. 20250 

JUN 1 2006 

The Honorable Rosa DeLauro 
Subcommittee on Agriculture) Rural De,1clop1nent 

Food and JJrt1g .4.dministration, and Related Age11cies 
Committee on Appropriations 
United States I-Io use of Representati\'CS 
2262 Rayburn I-Iouse Office Building 
Washington, D.C. 20515-6016 

Dear Congress\voman DeLauro: 

As part of our continued commitment to keep Congress intOnned of our activities, 
I am \Vriting to infonn you of 011r plans to cover co111pensatio11 clai1ns for trees 
destroyed to eradicate Plum Pox i11 PennS)'lvania. 

Since the begilming of the Plum .Pox virus eradication program in 1999, 
con1pensation for grO\\'ers \Vhose orchards have been de~troyed to control the 
disease has bce11 a11 esse11tial part of the program. Con111ensation _pro\1ides 
jncentive .for grov,.rers to cooperate 'vith the program in removi11g infested 
orchards. 111e l)lunt Pox 'l.'irus causes a serious disease affecti11g stone fruit 
.')'Pecies such as almonds. apricots. nectarines, peacl1es, and plun1s. l~ruit 

production from infected trees is severel~y reduced and any fruit produced is oftc11 
blemished. ·111ere is no treatment for intCcted trees; they ca11 only be destroyed. 

\\-'hen infected trees are found, the program remo\1es all host trees \Vithin 500 
meters of the positive site, Jn recent years, the number of detections has droppecl 
sharply, de1nonstrating the prograr11's ear°l;' s11ccess in finding and elimittating the 
disease. Ho\vever, a small number of detections were made in fiscal year (F'Y) 
2005 and are expected to continue for se\'cral n1ore )'Cars. l'l1e Atli111al and Plai.lt 
f-:lealtl1 Inspt!ction Service (APHIS) originally paid gro\vers for 3 years of lost 
i1roductjor1, as.i;;u1ning that orchards could be replanted 3 years after the trees \Vere 
destro)'Cd. Ho\vever, in 2004, r\PHTS amended its con1pensation rule to provide 
pa:ymcnts for )'ears 4 and 5, ifuecessar)', to grO\'i'Crs in areas V.'hcrc \\'C could 11ot 
con1plete eradication .'.lnd allo\V growers to replant after 3 )'ears. 
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The program currently needs $2.1 million to pay compensation claims related to 
ne\v detections (fOr vihich 122 acres of trees v.rere removed) and the changes in 
APl-llS' cotnpensation rules d.escribed abo,·e. Beca11se of the impo11ance of 
paying these claims, .A.PHIS is using appropriated funds fron1 SC\'Cral sources not 
originally planne(l for Plun1 Pox work to cover the neetl. APHlS \\'ould also U'>e 

$100,000 from the Plu111 Pox line iten1 that is currently used f-Or program 
operations and $l 1nillion 1Tom its contingency· fnnd fOr tl1e rc111aining need. To 
date, Department of .A.griculturc (lJSD..:-\) has paid growers approximately 
$16.6 million, an average of approxi1nately $12,000 per acre. lTS11A 
Cl)mpensation represent<; 85 percent of the value loss and tl1e Pennsylva11ia 
De1)artment of Agriculture {PD1\) pays the remaining 15 percent. PDA also 
CO\'ers ren1oval and compensation costs fl)r residential trees. 

'fhe remaining $987,000 would come from the follo\\'ing sources: $400,000 fron1 
the Emerging Plant Pests line ite1n_: $387,000 from the Grasshopper and l\.1ormon 
Cricket line item; and $200,000 fro1n the Biological Control line ite111. ]'fie funds 
are not 11eeded for the ongoi11g prograi11s this )'ear because of specific 
circumstances. The Emerging Plant Pest funds are designated no-)'ear, and the 
$400,000 is corry-over fw1ding that \\1as l)eing l1eld for Sudden Oak Death 
regulatory activities, specifically nursery shipment trace-backs. ·rhe ou111ber of 
trace-backs in FY 2006 is lov.'er tl1an expected, and the $400,000 is not 11eeded for 
that work. 1be Crrassho1)per and r-...1ormon Cricket progran1 expects lo\ver demand 
for treatn1ents this year because areas that rt'cently experienced ~1otmon Cricket 
ol1tbreaks nO\V ha\'e dec1init1g populations. Finally, the $200,000 fron1 the 
.Biological Control line item is not needed because fe\ver States are patticipating 
this }'ear it1 area-\\i.dc projects for t\VO pests (salt cedar and pink hibiscus 
1nealybug). 

The Plum Pox program ·s ongoing operational costs are funded through annual 
appropriations. Tl1e FY 2006 appro1l1iation i11cludes $2.19 1niJlion for Plum Pox 
surveys and eradication activities, and the FY 2007 Budget rel111ests $2.2 111illion 
for the Pl11m Pox prograin. Because con1pensation .tleeds arise sporadjcally, 
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APflIS has not requested appropriated funds to cover compensation. The use of 
funds as described above will alJo\v APHIS to cover these current compensation 
i1eeds and conti11ue to secme grower cooperation ,vjfu the Plum Pox eradication 
effort. 

Similar letters are being sent to Congressman Bonilla, and Senators Beru1ett ru1d 
Koltl. 

Sincerely, 

M"ikeJoha11 
Secretary 
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Unlt!d StaM-& D&partment o1 Agriculture 

The Honorable Robert F. Bennett 

Office of the See;ratary 
Washingion, D.C. 20250 

JUN 1 2006 

Chairman, Subcommittee on Agriculture, Rural De\'elopment 
and Related Agencies 

Co111lllittec on Appropriations 
{Jnited States Senate 
188 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Tv1r. Chair111a11: 

As part of our continued commitment to keep Congress informed of our activities, 
I fil11 \VTiting to inform )'OU of our plans to cover compensation claims for trees 
,{estroyei.i to eradicate Pltnu IJox in Pennsylvania. 

Since the beginning of the Plum Pox ·vinis eradication program in 1999, 
compensation for grovvers \Vhose orchards ha\'C been destroyed to control t11e 
disease has been an essential part <)f the progran1. Con1pensation prO\'ides 
ll1ccntive tOr grov,rers to cooperate \vit11 the prograi11 in ren1oving jnfestecl 
orchards. The PIUI11 Pox virus causes a serious disease affecting stone tfuit 
species such as almonds, apricots, nectarines, peaches, and plm11s. Frujt 
prod11ction from irtfcctcd trees is severely reduced m1d ru1y fruit produced is ofte11 
blemished. There is no treatment tOr infecte(i trees; they can only be destro5red. 

\.VTl1en infected trees are found, the progran1 remo\'es all host trees within 500 
meters of the positi\'e site. In recent years, the nu111ber of detections l1ac; dro1)ped 
sl1arvly, demonstrating the program's early success in finding and elin1inating the 
disease. fiowever. a sn1all number of detections were made in fiscal )'Car (FY) 
2005 and are exi)ected to co11tinuc for se,reral tnore years. TI1e A11ima1 and Pla11t 
lJealth I11spection Service (r\.PIIIS) originally paid grov.-·ers f(Jr 3 )'Cars of lost 
production, asstuning lhat (.lrchards C()tild be replanted 3 years after the u·ees '\Vere 
destrO)'ed. Ho\ve\'er, in 2004, ;\PHIS an1ended its con1pensation nlle to provide 
payments for yt~ars 4 and 5, if 11ecessary, to grovv'ers in areas V11here '"e could 11ot 
con1plete eradication and allov.-· gro¥,rers to re.plant after 3 ;/ears. 
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The progran1 currently needs $2.1 million to pay cornpe11sation clain1s related to 
new detections (for which 122 acres of trees were remo\'ed) and the changes in 
A.PHIS' compensation rules described above, Because of tbe importance of 
paying these claims, APfIIS is llsir1g appropriated funds fro111 se\ceral sources not 
origi11al1y planned tOr Plln11 Pox work to cover the need. r\PfIIS \\'Ould also use 
$100.000 from the Plum Pox line item tl1at is curre11tl)' usell for progrm11 
operations and $1 million fro1n its contingency fund for the remaini11g need. To 
date. J)epartx11ent of r\griculture (USDA) has paill gro\vers approximate!)' $16.6 
million, an average of appruximately $12,000 11er acre. lJSDA compensation 
re1lrcsents 85 perce11t oftl1e \'alue loss and the Pcnnsylva11ia Depai1ment of 
Agricu(t1rre (PDA) pa,ys the remai11ing 15 percent Pl)A also co\'ers ren1oval and 
co111pe11satio11 ctlsts for residential trees. 

1"he remaining $987,000 \vould co111e from the following sources: $400,000 from 
the E111erging Plant Pests line item; $387,000 from the Grassho11per and !v1ormo11 
Cricket line item; an1.t $200,000 fro1n tl1e Biological Cot1trol li11e item. ·rhe funds 
are not neetletl for the {)ngoing programs this year because of specific 
circun1stances. The Emerging Pl311t J>est fU11ds are de~ignatcd nO-)'ear, and the 
$400,000 is carry--o\'er funding tl1at was being held for Sudden Oak Death 
regulatory activities, specjfically nrrrsery shipment trace-backs. Ffbc number of 
trace·backs in FY 2006 is lo\ver than ex1iected, and t11e $400,000 is not needed for 
that \Vork. 1'he Grasshopper and Mom1on Cricket prograin expects low-er demand 
for treatments this )'ear because areas that recc11tly experie11ced Mormon Cricket 
outbreaks 110\\t l1ave decli11ing populations. Finally, the $200,000 front the 
Biological Control line item is not needed because fev.'cr States are participating 
this year in area-wide projects for two pests (salt cedar and pink hibisctts 
111ealybug). 

llle Plum Pox program's ongoing operational costs are fiinded through annual 
appropriations, 1'he t'Y 2tJ06 appropriation includes $2.19 n1illion for Plwn Pox 
surveys anti eradication activities, and tl1e FY 2007 Budget requests $2.2 million 
fOr the Plufr1 Pox: program. Because compensation ncetls arise sporadically, 
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API-IIS has not requested appropriated funds to cover con1pensation. The use of 
Funds as described abo\'e \Vilt allow API-IIS to cover these current co1npensation 
needs and continue to secure grower cooperation with the Plum Pox eradication 
effort. 

Similar letters are being sent to Congress1nan Bo11illa, Congresswoman De Lauro, 
and Senator Kohl. 

Sincerely, 

Mike Johan 
Secretary 
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United Statos Department of Agrlculture 

Tho Honorable Herb Kohl 

Otfloo of the Secretary 
Washington, D.C. 20250 

JUN 1 2006 

Subcommittee on Agriculture, Rural Development 
and I~.elated Agencies 

Co111mittee on .t\ppropriations 
United States Senate 
123 Hart Senate Of.fice Building 
Washington, D.C. 20510-6026 

Dear Senator Kohl: 

As part of our co11tinued comn1itment to keep Congress infonned of our activjties. 
I am writing to inform )'OU of our plans to cover compensation clai1ns for trees 
destroyed to eradicate Plum Pox it1 Pennsy!vania. 

Since the begiru1ing of the Plm11 Pox virus eradication progra1n ln 1999, 
compensation for grov..·-ers '..Vhose orchards ha\'e been de:.troyed to control the 
disease has been an essential part of the program. ('on1pensatio11 provides 
ll1centive for gro\l\1ers to cooperate \.Vith the program in removing infested 
orchards. The Plum Pox \'in1s causes a serious disease affecting stone tTuit 
species such as almonds, npricots, nectarines, peaches, and plun1s. Fruit 
production ffom intl::cted trees is severely reduced and any fruit produced is 0Jle11 
blemished. 1bere is no treat111e11t tOr infected trees: they can only be destroyed. 

When infected trees are foWld, the prograi11 removes all host trees within 500 
meters of the positi\'e site. Jn recent years, the t1urnber of detections has droppt~d 
sharply, den1onstrating the program's earl)' s11ccess in fi11ding and elimit1ating the 
disease. However, a sn1all number of detection.<> \Vere made in fiscal )'ear (FY) 
2005 and are expected to continue for several more years. ·n1e Ani1nal and f>\ru1t 
I-Icalth Inspection Service (APHIS) originally paid gro\.vers for 3 )'ears of lost 
production, assuming that orchards couJd be replanted 3 years aJler the tiees -.;vere 
destroyed. Ifowever, in 2004, A.Pf-ITS ame11ded its co1111)e11sation rule to provide 
payments for years 4 and 5, if necessary, to grO\\'CfS in areas where -.;vc could JlOt 

~·otnplete eradicatior1 and allow grov.rers to rej.)la11t after 3 years. 
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1ile program ctuTent1y needs $2.1 million to pay con1_pensatjou clain1s re.lated to 
ne\V detectiGns (for whic11122 acres of trees were ren1oved) and the changes in 
APHIS' compensation rules described above. Because of the in11)otiance of 
paying these clai1ns, /\PHIS is usi11g ap11ropriated funds from se·veral sources not 
otiginally planned for Plun1 Pox \Vork to cover the need. APHlS \VOuld aJso use 
$100,000 fro1n the Pl1un Pox line item t11at is currently used for tJrogrruu 
operatio11s and $1 1niJJio11 from its co11tingency fund for the remaining need. T'o 
date, Department of Agricultlrrc (USDA) has i1al~.t gro,vers approximately 
$16.6 million, an average of approximately $12,000 per acre. {JSD;\ 
compensation represents 85 percent of the value loss ai1<.l the Pennsyl'va11ia 
Department of Agriculture (l)J)/\) pays the re111ai11ing 15 percent. Pl)A also 
covers re1noval and compensation costs iOr residtntial trees. 

111e retnaining $987,000 ivouJd con1e tf'om the tOllot\··ing sources: $400,000 fro111 
the Emerging Plant Pcsts li11e item; $387,000 fro111 the C'rrasshopper a11d I\1ormon 
Cricket line item; and $200.000 fi·om the Biological Control lint" ite111. ·rhe ftni.d.s 
are not needed for the ongoing progr<u11s tl1is year because of specific 
circ11ms1m1ces. The E111erging Plnn.t Pest funds are designated 110-;'car, and tl1e 
$400,000 is carr)'-over funding that \\>'as being held iiJ1· Sudde11 (Jak Death 
reguJatof)' acti·vities, specifically 1111rsery sl1ipment trace-backs, -rhe nu111ber of 
trace-backs in FY 2006 is lower than cxpcctc•1. and the $400,000 is 11ot t1eeded for 
that work. The Grasshopper and 1'torn1011 Cricket progran1 expects lo~,..-er dernand 
for treatn1e11ts tl1is year because areas t11at recently experienced l'\t1ormon Cricket 
outbreaks novv have declining populatio11s. Fi11ally, the $200,000 ffom the 
Biological (~0111rol 1ine item is not needed because fewer States arc pa11icipating 
tl1is year in area·wide projects !Or tv..'o pests (salt cedar and pink l1ibiscus 
mealybug). 

The Plum Pox program's 011going operational costs are funded through annual 
appropriations. The FY 2006 appropriation includes $2.19 million for Plum Pox 
surveys and eradication acti\rities, and the FY 2007 Budgt't request's $2.2 .t11ilJio.n 
{\.)r tl1e .Plum Pox program. Because con1pcn~atio11 needs arise sporadically, 
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APHIS has not reql1ested appropriated funds to cover compensatio11. The use of 
f11nds as described above \vill allow APHIS to cover tl1ese curre11t compensation 
needs ai1d continue to secure grower cooperation \\'ith the Plun1 Pox eradication 
effort. 

Similar letters are being se11t to Congressman Bonilla. Congresswon1a11 Del.,auro, 
and Senator Bern1ett. 

Sincerely, 

Mike Johanns 
Sectetar}' 



Control Number: 5128077

National Fluid Milk Processor Promotion Program 

The Fluid Milk Promotion Act of 1990, as amended (Fluid Milk Act) (7 U.S.C. 6401 et seq.) 
authorized the establishment of a national processor program for fluid milk promotion and 
education. The Fluid Milk Order became effective December IO, 1993. The Secretary 
appointed the initial National Fluid Milk Processor Promotion Board (Fluid Milk Board) on 
June 6, 1994. 

Processors administer the Fluid Milk Processor Promotion Program through the Fluid Milk 
Board. Since August 2002, processors marketing more than 3 million pounds of fluid milk per 
month, excluding those fluid milk products delivered to the residence of a consumer, fund this 
program through a 20-cent per hundredweight assessment on fluid milk processed and marketed 
in consumer-type packages in the contiguous 48 States and the District of Columbia. From 
1996-2002, processors marketing 500,000 pounds or more funded the program. The Fluid Milk 
Board's revenue from assessments for the January 1 through December 31, 2005, period was 
$ 107.1 million. 

The Fluid Milk Act required the Secretary to conduct a referendum among fluid milk processors 
funding the program to determine if a majority favored implementing the program. In the 
October 1993 referendum, 72 percent of the processors voted to approve the implementation of 
the fluid milk program. These processors represented 77 percent of the volume of fluid milk 
products marketed by all processors during May 1993, the representative period set for the 
referendum. USDA held a continuation referendum in February-March 1996. Of the processors 
voting in that referendum, nearly 65 percent favored continuation of the program. These 
processors represented 71 percent of the volume of fluid milk products marketed by ail 
processors during September 1995, the representative period set for the referendum. 

In November 1998, USDA held another continuation referendum at the request of the Fluid Milk 
Board. Fluid milk processors voted to continue a national program for fluid milk promotion 
established by the Fluid Milk Order. Of the processors voting in this referendum, 54 percent 
favored continuation of the order. These processors represented 86 percent of the fluid milk 
products processed and marketed by fluid milk processors voting in the referendum. The Fluid 
Milk Act and Order state that USDA will hold future referenda upon the request of the Fluid 
Milk Board, of processors representing 10 percent or more of the volume of the fluid milk 
products marketed by those processors voting in the last referendum, or when called by the 
Secretary. 

The Fluid Milk Board continued to execute a generic national fluid milk program in 2005. The 
fluid milk marketing programs are research based and message focused. Activities of the 
national fluid milk program for 2005 are presented in the Fluid Milk Board section in Chapter 1 
of thisreport. 
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USDA Oversight 

USDA has oversight responsibility for both dairy promotion programs. The oversight objectives 
ensure that the Boards and Qualified Programs properly account for all program funds and that 
they administer the programs in accordance with the respective Acts and Orders. All advertising, 
promotional, and educational materials are developed under established guidelines. All Board 
budgets, contracts, and advertising materials are reviewed and approved. USDA employees 
attend all Board and Board Committee meetings and monitor all Board activities. USDA also 
has responsibility for obtaining an independent evaluation of the programs. Additional USDA 
responsibilities relate to nominating and appointing Board members, amending the orders, 
conducting referenda, assisting with noncompliance cases, and conducting periodic program 
audits. The Boards reimburse the Secretary, as required by the Acts, for all ofUSDA's costs of 
program oversight and for the independent analysis. Chapter 2 reports on USDA 's oversight 
activities. 

Independent Analysis and Fluid Milk Market and Program Assessment 

Chapter 3 reports the results of the independent econometric analysis, conducted by Cornell 
University, of the effectiveness of the dairy promotion programs. Since 1995, the independent 
analysis has included an analysis of the effectiveness of the producer promotion program in 
conjunction with the processor promotion program. Cornell has conducted these analyses since 
1998. 

Chapter 4 presents the industry·commissioned fluid milk market and program operations 
assessment, representing the seventh year that this assessment has been conducted by Beverage 
Marketing Corporation. The review offers an evaluation of the effectiveness of the fluid milk 
advertising and promotion programs from a marketing perspective. 

Additionally, the National Fluid Milk Processor Promotion Board and Dairy Management Inc., 
provide individual highlights of2005 program successes from the Boards' perspective in parts II 
and III of Chapter 4. 

Appendices: Supplemental Information 

This report's Appendix section (Appendix A-1) includes a variety of supplemental information 
related to the fluid milk and dairy promotion programs. Appendix A presents a listing of current 
Dairy Board members. Appendix B similarly includes a listing of all current Fluid Milk Board 
members. 

Appendix C features maps that display the Dairy Board and Fluid Milk Board regions. 

Appendix D presents tables that report the actual income and expenditures, USDA oversight 
costs, and approved budgets for both Boards. 
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Appendix E-1 includes the fmancial statements, supplemental schedules, and the independent 
auditor's report for the Dairy Board. The accounting firm Ernst & Young conducted the 2005 
Dairy Board independent audit. Appendix E-2 includes fmancial statements and the independent 
auditor's report for the Fluid Milk Board. Snyder, Cohn, Collyer, Hamilton and Associates P.C., 
conducted the 2005 Fluid Milk Board independent audit. 

Appendix F-1 includes a listing of all 2005 Dairy Board and Dairy Management Inc. (DMI) 
contracts (and corresponding initiatives) reviewed by USDA. The Dairy Act and Order require 
that all contracts expending producer assessment funds be approved by the Secretary of 
Agriculture (7 CFR § 1150.140). Appendix F-2 includes a detailed listing of all 2005 Fluid Milk 
Board and International Dairy Foods Association (IDF A) contracts reviewed by USDA. The 
Fluid Milk Board contracts with IDFA to manage the day-to-day operations of the processor 
promotion program. 

Appendix G-1 includes a listing of the nutrition institute and the six dairy foods research centers 
that provide much of the research that supports the marketing efforts of the dairy promotion 
programs. Appendices G-2 and G-3 list the new and ongoing dairy foods and nutrition research 
projects that are funded by DMI. 

Appendix H lists the Qualified State or regional dairy product promotion, research, or nutrition 
education programs (Qualified Programs) for 2005. Qualified Programs are certified annually by 
the Secretary to detennine whether milk producers may continue to receive credit against the 
15-cent per hundredweight assessment due to the Dairy Board when contributing to a Qualified 
Program. 

Appendix I features thumbnail images of the national fluid milk print and television 
advertisements. The advertisements are organized by message, target audience, contests, and 
sweepstakes winners. 
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Chapter 1 
The Dairy Promotion Programs 

In 2005, the National Dairy Promotion and Research Board (Dairy Board) and the National Fluid 
Milk Processor Promotion Board (Fluid Milk Board) continued to develop and implement 
programs to expand the human consumption of fluid milk and dairy products. Each promotion 
program has many unique activities. In 2005, the Fluid Milk Board continued to use the role of 
calcium-rich dairy products in successful weight management as a central theme and focal point 
for its activities. The Dairy Board focused on the away-from-home market to promote the 
expansion of flavors and a greater range of packaging in foodservice and restaurants. 

National Dairy Promotion and Research Board 

The mission of the Dairy Board is to coordinate a promotion and research program that 
maintains and expands domestic and foreign markets for fluid milk and dairy products produced 
in the United States. The Dairy Board is responsible for administering the Dairy Promotion and 
Research Order (Dairy Order), developing plans and programs, and approving budgets. Its dairy 
farmer board of directors administers these plans and monitors the results of the programs. 

The Secretary of Agriculture (Secretary) appoints 36 dairy farmers to administer the Dairy 
Order. The appointments are made from nominations submitted by producer organizations, 
general farm organizations, qualified State or regional dairy products promotion, research or 
nutrition education programs (Qualified Programs), and by other means as determined by the 
Secretary (7 CFR § l 150.133(a)). Dairy Board members serve 3-year tenns and represent I of 13 
regions in the contiguous 48 States. Dairy Board members elect four officers: Chair, Vice 
Chair, Treasurer, and Secretary. Current Dairy Board members are listed in Appendix A. A map 
of the contiguous 48 States depicting the 13 geographic regions is shown in Appendix C-1. 

Total Dairy Board actual revenue for 2005 was $86.3 million (including assessments and 
interest). This amount was less than the Dairy Board Budget of $87 .1 million for that period. 
The Dairy Board amended its budget to $89.1 million by incorporating program development 
funds not budgeted previously. The Dairy Board budget for 2006 projects total revenue of$90.4 
million from domestic assessments and interest. The Dairy Board administrative budget 
continued to be within the 5-percent-of-revenue limitation required by the Dairy Order. A list of 
actual income and expenses for 2004-2005 is provided in Appendix D-1. USDA's oversight and 
evaluation expenses for 2004-2005 are listed in Appendix D-2. Appendix D-3 displays the 
Dairy Board's approved budgets and a comparison of program funding by function for 
2005-2006. An independent auditor's report for 2005 is provided in Appendix E-1. 

The Dairy Board has two standing committees: the Finance and Administration (F&A) 
Committee and the Executive Committee. The F&A Committee is made up of the Dairy Board 
officers and appointees named by the Dairy Board Chair. The Dairy Board Treasurer is the 
Chair of the F&A Committee, and the full Dairy Board serves as the Executive Committee. 
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The remaining committees for the Dairy Board are joint program committees with the United 
Dairy Industry Association (UDIA). 

In March 1994, the Dairy Board approved the creation of Dairy Management Inc. (DMI), a 
management and staffing corporation. DMI is a joint undertaking between the Dairy Board and 
UDIA. UDIA is a federation of 18 of the 59 active Qualified Programs under the direction of a 
board of directors. DMI merged the staffs of the Dairy Board and UDIA to manage the Dairy 
Board programs as well as those of the American Dairy Association® and National Dairy 
Council® throughout the contiguous 48 States. DMI serves both boards and is structured into 
support groups. The marketing and business development group supports retail channel 
development, marketing communications, advertising, research, analyses of domestic and 
foreign marketplaces, program effectiveness, consumption patterns and consumer perceptions for 
effective program planning, implementation, and measurement. The nutrition, public, and 
corporate affairs group supports nutrition education and consumer affairs, board relations, and 
program implementation. The industry relations group provides news about dairy topics through 
media contacts as well as communications regarding the dairy checkoff program to producers 
and the rest of the industry. The strategic operations/finance and administration group handles 
program planning and communications, infonnation services, membership development, and 
finance and accounting activities. The export marketing group serves as a resource for U.S. 
dairy ingredient manufacturers and processors to improve export capabilities of the U.S. dairy 
industry. 

Since January l, 1995, the Dairy Board and UDIA have developed their marketing plans and 
programs through DMI. DMI facilitates the integration of producer promotion funds through a 
joint process of planning and program implementation so that the programs on the national, 
regional, State, and local level work together. The mission ofDMI is to drive increased sales of 
and demand for U.S. dairy products and ingredients, on behalf of U.S. dairy farmers. DMI 
works proactively, and in partnership with leaders and innovators, to increase and apply 
knowledge that leverages opportunities to expand dairy markets. DMI celebrated its I 0th 
anniversary in 2005. 

DMI funds 1- to 3-year research projects that support marketing efforts. Six Dairy Foods 
Research Centers and one Nutrition Institute provide much of the research. Their locations and 
the research objectives are listed in Appendix G-1. Additionally, lists ofDMI's dairy foods and 
nutrition projects can be found in Appendices G-2 and G-3, respectively. Universities and other 
industry researchers throughout the United States compete for these research contracts. 

At its inception, the DMI Board of Directors consisted of 12 dairy farmers from the Dairy Board 
and 12 dairy fanners from the UDIA Board. An amendment to the articles of incorporation of 
DMI to expand the DMI Board size took effect January 1, 2001, and the expanded DMI Board 
(77) now comprises all Dairy Board (36) and all UDIA (41) members. Voting is equalized 
between the Dairy Board and UDIA. 

The committees for program activities are comprised of board members from both the Dairy and 
UDIA Boards. The Dairy Board and UDIA Board separately must approve the DMI budget and 
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annual plan before they can be implemented. In October 2004, both boards approved the 2005 
unified dairy promotion plan budget and national implementation programs. Similar to previous 
plans, the 2005 unified dairy promotion plan continued to support the underlying theme of 
investing dollars where the consumers are - not where dairy cows are. The unified dairy 
promotion plan was consistently implemented in the top 150 demand-building consumer markets 
nationwide. 

During 2005, DMI again hosted dairy director regional planning forums across the country to 
review and create marketing strategies for development of the unified dairy promotion plan. 
These forums are designed to create one unified dairy promotion plan and allow opportunity for 
State and regional dairy board members to ask questions, raise concerns, and offer their thinking 
on the plan's direction and development. 

At the 2005 forums, dairy directors across the country reviewed and endorsed a unified 
marketing plan that continued to focus on five areas identified in 2004: (I) 3-A-Day of Dairy'" 
for Stronger Bones, a nutrition-based marketing and education program developed to help solve 
the nation's calcium crisis and increase consumption of milk, cheese~ and yogurt; (2) 3-A-Day of 
Dairy™ - Burn More Fat, Lose Weight, where the dairy checkoff reminds consumers that milk, 
cheese, and yogurt may help in weight-loss efforts when paired with a reduced-calorie diet and 
physical activity; (3) New Look of School Milk which includes efforts to improve the school 
milk experience for the nation's children through improvements in packaging, flavors, and 
availability; (4) Foodservice, where dairy checkoff funds are invested to help promote the 
expansion of flavors and the range of packaging for milk in foodservice and restaurants, as well 
as to help with menu concepts for cheese; and (5) Dairy Image/Confidence, which aims to 
protect and enhance consumer confidence in dairy products and the dairy industry through 
correcting misinfonnation and inaccurate claims against dairy. The success of the unified 
marketing plan relies heavily upon DMI's ability to expand partnerships with processors, 
retailers, schools, and health professional organizations. 

The above-mentioned focus areas continue to build upon the 2002 forum results that emphasized 
programs with less reliance upon television advertising, continuance of successful foodservice 
and retail activities, the need for heavier focus on kids and school milk problems, more focus on 
industry partnerships, and stronger, more proactive image protection of dairy products. 
Combined industry spending for the unified marketing plan totaled more than 
$250 million in 2005. National and State and regional dairy producer organizations' 
contributions totaled over $158.9 million. 

The joint Dairy Board and UDIA Board committee structure provides the framework for DMI 
program activities. The Dairy Board and UDIA Board Chairs assign their respective board 
members to the following joint program committees: Cheese, Communications and Technology, 
Export and Dry Ingredients, and Fluid Milk. Each committee elects a Chair and Vice-Chair. 
The joint committees and the DMI staff are responsible for setting program priorities, planning 
activities and projects, and evaluating results. The Joint Evaluation Committee continued to 
operate in 2005. During 2005, the Dairy Board and UDIA Board met jointly 5 times. 
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The following information describes Dairy Board and UDIA program activities along with new 
programs and initiatives implemented in 2005. 

3-A-DayTM of Dairy for Stronger Bones and 
3-A-Day™ of Dairy-Burn More Fat, Lose Weight 

The 3-A-Day'" of Dairy for Stronger Bones (3-A-Day'") marketing and 
nutrition education campaign was officially launched on March 3, 2003, 
and continued in 2005. The program objectives are to increase total 
consumption of dairy products and reinforce dairy as the leading source 
of calcium by providing simple guidance about dairy food selections. 
The development of the program was a joint dairy industry effort led by 
DMl. A key component of the 3-A-DayTM program is the logo, which 

3-A-Day 
" 

~_... . ..-• • For2tronger 
uones '" 

appears on packages and labels of milk, cheese, and yogurt products containing 20 percent or 
more of the daily value of calcium. 

In 2005, DMI sponsored three national promotions around 3-A
Day™. The first national promotion, ''Super Bowl XXXIX 3-For
All" launched January 9 and ran through February 13. As part of the 
promotion, a special coupon offer was released to more than 40 
million families in a special Sunday newspaper insert. The coupon 
offer included dairy product coupons and recipe ideas from major 
3-A-DayTM manufacturing partners. Other promotion elements 
included national advertising; special consumer offers for an 3•FOB•ALL 
exclusive, football-shaped cheese board customized with their favorite NFL® team's logo; and 
retail sampling events at over 7,500 grocery stores. Additionally, this Super Bowl promotion 
launched the first national consumer promotion since the dairy checkoff and the NFL® 
announced their 4-year partnership in 2004. Local dairy promotion groups also partnered with 
individual NFL® teams to conduct local retail, school, and other consumer marketing efforts. 

The second national promotion, "Real People, Real Results" 
leveraged the public's growing awareness of dairy's connection 
to weight loss. The promotion featured real women who lost 
weight with dairy in a People magazine insert and a 
corresponding booklet made available to select retailers. In 
addition, new 3-A-Day of Dairy TM awards became part of the 42"d 

Real PeoP,le 
Real Results 

Pillsbury™ Bake-Off Contest. Throughout the month ,of April J~:.:.ir:.;:;.~~ 
2005, a "Real People, Real Results" booklet was available free to consumers with the purchase 
of milk, cheese, and yogurt in the same shopping trip. The insert included a specia1 section with 
inspiring weight loss success stories, fitness and dieting tips, and dairy recipes. This promotion 
was supported by new national television and print advertising emphasizing dairy's effect on the 
waistline. The new print advertisements with a "best measure of a trimmer tummy" tagline and 
television advertisements showing dairy's ability to help "reach your weight loss goals" were 
launched along with the introduction of the program. An advertisement for the American Dairy 
Association® sponsored 3-A-Day of Dairy Awards in the 42"d Pillsbury™ Bake-Off Contest was 
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featured in the booklet and recognized the most delicious recipes that were nutritious and 
provided a serving of dairy. The finalists received cash prizes of$ I 0~000 each for the best 
recipes made with milk, cheese, or yogurt. 

The third national promotion, "Tackle it Today with 3-A-Day ™," coincided with the September 
NFL® Kickoff - giving moms all the tools and infonnation needed to tackle her weight loss 
goals. With this promotion, shoppers received a free Tips 
and Tools for a Slimmer You CD, when they bought at least 
one each of milk, cheese, and yogurt products during the 
same shopping trip. The CD featured a 16-week food and 
exercise journal, expert fitness advice, success stories, 
recipes, and time-saving workouts. Moms also were invited 
to share on Web site www.3aday.org how they tackled their weight loss goals with three daily 
servings of dairy for a chance to win a trip to Hawaii and tickets to the Pro Bowl. New 
television and print advertisements were released in September and October supporting the 
promotion to remind people that enjoying 3 servings of dairy as part of a reduced calorie diet can 
help adults achieve better results when it comes to trimming the waistline rather than just cutting 
calories alone. 

Health professional outreach remained a critical component of the 3-A-Day™ program. The 
American Academy of Family Physicians, the American Academy of Pediatrics, the American 
Dietetic Association, and the National Medical Association all renewed their support and 
partnership with DMl and 3-A-DayTM. By working with these key health professiona1 partners, 
DMI continued to provide a clear, practical messaJ?ie to the public on the importance of dealing 
with the Nation's calcium crisis. DMl's 3-A-Day advisory panel, comprised of leaders from 
these four organizations along with other nutrition experts, continued to help guide the overall 
campaign as well as nutrition philosophy and principles. DMI released several advertorials, 
including an advertorial celebrating the American Academy of Pediatrics 75th anniversary 
highlighting their longstanding commitment to children's health and wellness. 

Foodservice/Partnerships 

DMl continued to work closely with top national restaurant chains, including McDonald's® and 
Wendy's®, to ensure that milk and cheese were featured prominently in menu items and 
offerings. Building upon 2004 efforts leading to the introduction of new milk offerings at 
McDonald's® and Wendy's®, DMl helped to motivate single-serve milk testing among other 
major restaurant chains including Burger King® and Sonic® Drive-In. These chains are expected 
to introduce milk in single-serve plastic containers nationwide in 2006. 

ln addition to milk, Wendy's® also worked with DMI to test and market a 7-ounce yogurt cup 
that is now a permanent menu option. The new introduction moves 7 million incremental 
pounds of milk used through foodservice. Also, DMI helped increase cheese use by partnering 
with national restaurant chains to introduce cheese-friendly items and drive innovation. Pizza 
Hut®, the Nation's top pizza chain, featured three new cheese-friendly items that DMI helped to 
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develop and promote. During the four-week promotion of the new product "Dippin' Strips," 
Pizza Hut®'s cheese usage was up 3 million pounds over the previous 4 weeks. 

Communications and Technology 

Consumers receive mixed messages through the media about the nutritional value and benefits of 
food. DMI worked to provide consumers with education and information based on sound 
nutritional science and communicated the value of dairy products to consumers as well as to 
health professionals and educators. DMI also worked to inform dairy farmers about how their 
assessment dollars were being used. The organization continued to communicate to dairy 
producers and other industry audiences through publications (such as the annual report, joint 
newsletters with State and regional dairy promotion groups, and dairy cooperative check 
stuffers), dairy industry events (including major trade shows and producer meetings) and media 
relations (including press releases, feature placement, and farm broadcast interviews). For the gth 

year, DMI continued its "Dairy Ambassadors" program which uses a select group of board 
members to deliver consistent messages about the dairy promotion program to producers and 
other industry audiences. 

DMI continued its support for butter through cooperation and public relations activities with the 
American Butter Institute, including the Web site www.butterisbest.com, a consumer resource 
center with current cooking trends and ideas, butter recipes, and links to other butter-related Web 
sites. DMI also continued to work with Wisconsin Milk Marketing Board to execute co-ftmded 
retail butter promotion activities. The national effort helped to drive incremental retail butter 
sales in select markets across the United States. 

Another activity of the Communications and Technology program was the issues management 
program. The objective of this program is to identify, monitor, and manage key issues that may 
influence consumer perceptions of dairy products. DMI coordinated its issues management 
activities with State and regional dairy promotion groups as well as with other dairy and 
agricultural groups. The organization worked with these groups to bring forth sound, science
based infonnation to address consumer issues. Dairy Reputation Management, and industrywide 
efforts that interact with the Issues Management, Industry Relations, and Dairy Image programs, 
continued a proactive program to educate consumers and to reinforce the positive attributes of 
dairy foods, dairy farmers, and dairy fanning practices to this audience: 

Export and Dry Ingredients 

DMI's export enhancement program is implemented by the U.S. Dairy Export Council 
(USDEC). USDEC receives primary funding from three sources: DMI, USDA's Foreign 
Agricultural Service (FAS), and membership dues from dairy cooperatives, processors, 
exporters, and suppliers. In 2005, USDEC received $7.5 million from DMI; $3.9 million from 
USDA's Market Access Program and the Foreign Market Development Program, which support 
commodity groups in promotion of their commodities in foreign markets; and $685,000 from 
membership dues. USDEC celebrated its I 0-year anniversary in 2005 and its total budget was 
$13 million. 
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USDEC has offices in Mexico City, Tokyo, Seoul, Hong Kong, Shanghai, Bangkok, Taipei, 
London, and Sao Paulo. In 2005, strong global demand for dairy protein led to another record 
year for dairy exports. 

Final 2005 export data confirm that U.S. dairy product exports reached $1.66 billion in 2005. 
Figure 1-1 shows dairy export values have increased 55 percent in the last 2 years. Similarly, 
Figure 1-2 shows that the dairy export volume is also a record high at 1.81 billion pounds of 
milk solids. This value has increased 52 percent over the last 2 years. Economic growth in Asia 

Fioure 1-2 

" a 

~ .. 

Record-high volume 

Volume of U.S. d...Uy exports 
(tolal milk 100l1ds) 

2000~----------------------

1600 

'200 

/"-._ 
800 • ~ 

·94 ·es ·oo ·97 ·sa '99 ·oo ·01 ·02 ·oa ·04 ·oo 

11 



- China in particular- Russia, Mexico, and the Middle East created opportunities for increased 
sales of milk components. According to data from USDA and US DEC, the United States 
exported approximately 35 percent of all the nonfat milk powder produced, 40 percent of sweet 
whey and whey protein concentrate, 55 percent of whey protein isolate, and 61 percent of 
lactose. 

USDEC continued working to improve the export capabilities of domestic dairy companies. The 
organization assists U.S. dairy exporters by providing up-to-date infonnation on market 
conditions, global trade trends, and regulatory requirements for export. Ongoing reverse trade 
mission activities provide opportunities for domestic dairy product suppliers to meet potential 
importers visiting the United States. 

DMI's 2005 ingredients program was conducted through DMI's Innovation Program and 
through the new Web site www.innovatewithdairy.com. This program replaced the "Do it with 
Dairy" ingredient marketing campaign. DMl's Innovation Program supports dairy product and 
nutrition research, ingredient applications development and technicaJ assistance for the dairy, 
food, and beverage industries. 

Dairy, food, and beverage manufacturers look to DMI as a partner and resource. DMI assists 
dairy processors in creating and introducing new and/or improved dairy products, processes, and 
packaging and meeting their innovation challenges. With food and beverage manufacturers, 
DMI provides know-how and laboratory and professional resowces to help develop or improve 
foods using dairy ingredients. 

DMI's Innovation Program hosted the 2005 Dairy Innovation Forum (Forum) in New Orleans, 
Louisiana. The invitation-only Forum continued an 8-year DMI tradition of bringing together 
top decision makers in science and marketing to develop ways to increase consumption of dairy 
products. The forum attracted more than 150 participants and included industry representatives 
such as dairy processors and cooperatives, food manufacturers, Government officials, ingredient 
suppliers, State and regional representatives, and university researchers. This year's Forum 
focused on innovation - a key to the future of the dairy and dairy ingredient industries. Dairy is 
positioned to be a key protein ingredient in beverages of the future according to a beverage 
expert that presented at the Forum. 

DMI publications that support the Innovation Program include: (1) Dairy Council Digest
published six times per year and focuses on the latest dairy nutrition research relevant to dairy, 
food and beverage manufacturers and health professionals; (2) Ingredient Specification Sheets
cover technical basics of a variety of dairy ingredients and are updated as new data is available; 
(3) Dairy Herald-reports on how food fonnulators and markets can take advantage of taste, cost, 
functional, and nutritional appeal of dairy ingredients; (4) Application Monographs-provide a 
comprehensive look at how whey protein and other dairy ingredients can be used in foods and 
beverages for different functionality needs; (5) Tools for Innovation-a supplement from DMI 
and Dairy Foods magazine that covers dairy product trends and research; (6) Innovations in 
Dairy-a technical bulletin, published two to three times a year on specific topics in dairy 
products, ingredients, processing, and packaging; and (7) Dairy Business View-an e-newsletter 
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published bi-monthly with Dairy Foods magazine and covers dairy industry news, new 
technologies, business trends, innovative ideas, and research. 

National Dairy Council®/School Marketing 

The National Dairy Council® www.nationaldairycouncil.org (NDC), the nutrition marketing arm 
of DMJ, has been the leader in dairy nutrition research, education, and communication since 
1915. NOC provides timely, scientifically sound nutrition information to the media, physicians, 
dieticians, nurses, educators, consumers, and other health professionals. 
NDC continues to work closely with school foodservice professionals and milk processors 
vis-a-vis the benefits of offering an enhanced milk product in the school cafeteria. The 
foundation of these efforts is comprised of the results of a year-long School Milk Pilot Test 
conducted in 2002. Currently, more than 3,400 schools representing 
nearly 2.4 million students nationwide now offer milk in single-serve 
plastic resealable containers on the school meal line. This number 
grows each year as DMI continues to implement its "New Look of 
School Milk" initiative. DMI funded market research shows that 
improving students' school milk experience can help recapture 
school milk consumption of up to 400 million gallons lost since 
1993. The Fluid Milk Board also implemented a program to educate milk processors about the 
benefits of offering an enhanced milk product in the Nation's elementary and secondary schools. 
Milk processors have exhibited widespread support for the program and it is reported on in 
greater detail in the National Fluid Milk Program summary. 

NDC also continues its active support of and participation 
in the Action For Healthy Kids (AFHK) initiative. 
AFHK (www.actionforhealthykids.org) was created in 
response to the Healthy Schools Summit in 2002 and its Healthy Kida• 
mission is to inform, motivate, and mobilize schools, 
school districts, and States to chart a healthier course for the Nation's children and adolescents. 
AFHK is comprised of 51 State teams (including all 50 States and the District of Columbia) and 
a partnership of more than 40 national organizations and Government agencies spanning 
education, health, fitness, and nutrition arenas. AFHK hosted the Healthy Schools Summit 2005 
in September and challenged a gathering of over 600 leaders to "raise the bar" on how to 
approach the national epidemic of childhood obesity in this country. 

In September 2005, recognizing the importance of getting the 
nation's youth back on a healthier and more active track, the 
National Football League and AFHK announced the launch of 
"ReCharge!," an after-school program that encourages kids to get 
active and eat healthy. ReCharge! is the first nationally 
distributed after-school program that fully integrates nutrition 
and physical activity though team-based strategies for youth in 
grades 3-6. The program is available nationwide to schools and 
after-school facilities. ReCharge! coaches children on "energy-
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in and energy-out" while focusing on goal-setting and teamwork through fun age-appropriate 
activities designed for the athlete and non-athlete alike. 

In addition to reaching kids through the classroom with "Pyramid Ca!e" 
and "Pyramid Explorations™," NDC introduced in 2005 "Little D's 
Nutrition Expedition" and "Arianna's Nutrition Expedition" as the 
primary focus of nutrition education activities. Similar to "Pyramid Cafe" 
and "Pyramid Explorationsr"'," these two programs also are targeted to 
second and fourth grades and reach millions of students with messages 
that milk and dafry products are a key part of a healthy diet. Survey 
results continue to show a high utilization rate for these programs. These 
programs and other resources are available for teachers, school 
foodservice professionals, and consumers at 
www.nutritionexplorations.org. 

Res earth 

In 2005, milk and dairy~related nutrition and product research was continued in the following 
areas: 

1. The role of milk and milk products in the prevention of colon cancer and reduction of 
blood pressure. 

2. Establishing the genetic basis for the activity of probiotic cultures. 
3. Demonstration of milk consumption by teens to meet their calcium needs without 

adversely affecting weight. 
4. The contribution of dairy's nutrient package in the development and maintenance of 

strong bones. 
5. Investigation of the added value of fortification through the use of probiotics, 

nutraceuticals, nutrient delivery, and flavor enhancement. 
6. The impact of differing milk options and experiences in schools on childhood fluid milk 

consumption behavior and attitudes. 
7. The role of dairy as part of a heart-healthy diet. 
8. The role of calcium-rich dairy products in successful weight loss and maintenance. 

Qualified State or Regional Dairy Product Promotion, Research, or Nutrition Education 
Programs· 

Qualified Programs are certified annually by the Secretary. To receive certification, the 
Qualified Program must: (1) conduct activities that are intended to increase human consumption 
of milk and dairy products generally; (2) have been active and ongoing before passage of the 
Dairy Act, except for programs operated under the laws of the United States or any State; (3) be 
primarily financed by producers, either individually or through cooperative associations; (4) not 
use a private brand or trade name in its advertising and promotion of dairy products (unless 
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approved by the Dairy Board and USDA); and (5) not use program funds for the purpose of 
influencing governmental policy or action (7 CFR §1150.153). A list of the 59 active programs 
is provided in Appendix H. 

The aggregate revenue from the producers' 15-cent per hundredweight assessment directed to the 
Qualified Programs in 2005 was $187 million (approximately 10 cents out of the 15-cent 
assessment). The Qualified Programs manage State or regional dairy product promotion, 
research, or nutrition education programs. See Table 1-3 and Table 1-4 for aggregate income 
and expenditure data of the Qualified Programs. 

Some of these Qualified Programs participate in cooperative efforts conducted and coordinated 
by other Qualified Programs and/or other organizations such as DMI, the Dairy Board, and 
UDIA. Their goal in combining funding and coordinating projects is more effective and efficient 
management of producers' promotion dollars through larger, broad-based projects. For example, 
UDIA coordinates nationally through DMI the programs and resources of 18 federation members 
and their affiliated units to support the unified marketing plan. 
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Table 1-3 
Aggregate Income and Expenditnre Data Reported to USDA 

by the 59 Active Qualified Programs 

2004 2005 
(in $000's) (in $000's) 

Income 
Carryover from Previous Years 46,938' 47,947' 
Producer Remittances 174,892 187,457 
Transfers from Other Qualified Programs2 54,716 55,439 
Transfers to Other Qualified Programs2 -57,109 -67,222 
Other' 3 910 3 657 
Total Adjusted Annual Income 223,347 227,278 

Expenditures 
General and Administrative 7,641 [4.6%] 7,919 [4.6%] 
Advertising and Sales Promotion 70,688 [42.6%] 75,799 [43.7%] 
Unified Marketing Plan4 50,146 [30.2%] 50,124 [28.9%] 
Dairy Foods and Nutrition Research 5,980 [3.6%] 4,091 [2.4%] 
Public and Industry Communications 13,245 [8.0%] 14,958 [8.6%] 
Nutrition Education 12,963 [7.8%] 16,590 [9.6%] 
Market and Economic Research 1,568 [0.9%] 1,872 [1.0%] 
Other' 3 742 [2.3%] 2 081 [1.2%] 
Total Annual Expenditures 165,973 (100%) 173,434 [100% J 

Total Available for Future Year Programs 57,374' 53,844 

Differences are due to audit adjustments and varying accounting periods. 
2 Payments transferred between Qualified Programs differ due to different accounting methods 

and accounting periods. 
3 Includes interest, income from processors and handlers, sales of supplies and materials, 

contributions, and rental income. 
4 Unified Marketing Plan: Reported local spending by United Dairy Industry Association units 

participating in the DMI unified marketing plan to fund national implementation programs. 
5 Includes capital expenses and contributions to universities and other organizations. 
Source: Aggregate income and expenditure data reported by the 59 active Qualified Programs. 
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Table 1-4 
Aggregate Advertising Expenditure Data Reported to USDA 

by the 59 Active Qualified Programs 

2004 2005 
(in $000's) (in $000's) 

Advertising Programs 
Fluid Milk 17,701 [25.0%] 16,100 [21.2%] 
Cheese 48,975 (69.3%] 48,170 (63.6%] 
Butter 101 [0.1 %] 2,835 (3.7%] 
Frozen Dairy Products 117 [0.2%] 71 [0.1%] 
Other1 3 794 (5.4%] 8,623 (11.4%] 
Total 70,688 (100%] 75,799 (100%] 

Includes "Real Seal," holiday, multiproduct, calcium, evaporated milk, foodservice, product 
donation at State fairs, and other events and contributions for displays or promotional events. 
Source: Aggregate income and expenditure data reported by the 59 active Qualified Programs. 
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National Fluid Milk Processor Promotion Board 

The Fluid Milk Board, as authorized in the Fluid Milk Promotion Act of 1990, as amended, 
(Fluid Milk Act), administers a generic fluid milk promotion and consumer education program 
that is funded by fluid milk processors. The program is designed to educate Americans about the 
benefits of milk, increase fluid milk consumption, and maintain and expand markets and uses for 
fluid milk products in the contiguous 48 States and the District of Columbia. 

The Secretary of Agriculture appoints 20 members to the Fluid Milk Board. Fifteen members 
are fluid milk processors who each represent a separate geographical region and five are at-large 
members. Of the five at-large members, at least three must be fluid milk processors and at least 
one must be from the general public. Four fluid milk processors and one public member serve as 
at-large members on the current Fluid Milk Board. The members of the Fluid Milk Board serve 
3-year terms and are eligible to be appointed to two consecutive terms. The Fluid Milk 
Promotion Order (Fluid Milk Order) provides that no company shall be represented on the Board 
by more than three representatives. Current Fluid Milk Board members are listed in 
Appendix B. A map of the Fluid Milk Board regions is shown in Appendix C-2. 

The Fluid Milk Board elects four officers: Chair, Vice-Chair, Secretary, and Treasurer. Fluid 
Milk Board members are assigned by the Chair to the following committees: Advertising, 
Finance, Promotions, Public Relations/Medical and Scientific, Strategic Thinking/Research, and 
Hispanic. The program committees are responsible for setting program priorities, planning 
activities and projects, and evaluating results. The Finance Committee reviews all program 
authorization requests for funding sufficiency, the Fluid Milk Board's independent financial 
audit, and the work of the Board's accounting firm. The Fluid Milk Board met three times 
during 2005. 

The National Fluid Milk Processor Promotion Program (MilkPEP) is funded by a 20-cent per 
hundredweight assessment on fluid milk products processed and marketed commercially in 
consumer-type packages in the contiguous 48 States and the District of Columbia. The program 
exempts from assessment those processors who process and market 3 million pounds or less of 
fluid milk products each month, excluding fluid milk products delivered to the residence of a 
consumer. Assessments generated $107.1 million in 2005. The Fluid Milk Order requires the 
Fluid Milk Board to return 80 percent of the funds received from California processors to the 
California fluid milk processor promotion program. For 2005, the amount returned to California 
from the assessments was $10.2 million. The California fluid milk processor promotion program 
uses the funds to conduct its promotion activities, including the "got milk?41'' advertising 
campaign. 

The actual income and expenses for 2004-2005 are provided in Appendix D-4. The Fluid Milk 
Board's administrative expenses continued to be within the 5-percent-of-assessments limitation 
required by the Fluid Milk Order. USDA's oversight and evaluation expenses for 2004-2005 are 
detailed in Appendix D-5. Appendix D-6 contains the Fluid Milk Board's approved budgets for 
2005 and 2006. Appendix E-2 contains an independent auditor's reports for the period of 
January 1 through December 31, 2005. 
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The following summarizes Fluid Milk Board medical and scientific activities for the period of 
January 1 through December 31, 2005. The Fluid Milk Board's advertising, promotions, public 
relations, school marketing, sponsorships, and strategic thinking activities are incorporated in the 
National Fluid Milk Programs section. 

Medical and Scientific Activities 

The Fluid Milk Board's Medical Advisory Board (MAB), comprised of academic, medical, and 
health care professionals with expertise relevant to the health benefits of fluid milk, met twice in 
2005. The MAB provides guidance to the Fluid Milk Board's development of key nutritional 
and health messages for consumers and health professionals. MAB members assisted the Fluid 
Milk Board in forging relationships with health and health professional organizations such as the 
American Academy of Pediatrics, the American Dietetic Association, the American Heart 
Association, the National Cancer Institute, and the National Medical Association. Members also 
appeared as medical professionals in the media providing science-based statements supporting 
the health benefits of milk. 

The medical and scientific activities of the Fluid Milk Board also included preparing press 
materials and acting as spokespersons on breaking research with relevance to fluid milk. The 
.MAB worked extensively over the past year to infomt others in the scientific community of the 
new and emerging research showing that 24 ounces of milk each day as part of a weight loss 
plan-including exercise can help people lose more weight than calorie-restricted diets that do 
not include milk. Numerous studies in recent years have pointed to similar conclusions-that 
milk, dairy foods, and calcium may be important when addressing the issue of overweight and 
obesity. These communications and activities continue to highlight milk's nutritional profile 
which includes nine essential vitamins and minerals. 

The 2005 "Good For You" (GFY) program, whose primary goal is to promote milk's nutritional 
benefits, continued to leverage breaking research with relevance to milk and is supported with 
advertising and public relations. The focus of GFY efforts was to inform consumers and the 
public about emerging research regarding the role fluid milk may play in preventing weight gain 
and maintaining a healthy weight. The MAB was very involved in helping the Fluid Milk Board 
explore ways to leverage the information in public relations and advertising messages 
surrounding breaking research. A detailed listing of 2005 research may be found in the got 
news? section at www.milkpep.org. 

The Fluid Milk Board continued its lactose intolerance initiatives. These efforts focus on 
educating Hispanic Americans and others on the importance of incorporating milk into their diets 
and why lactose intolerance should not be a barrier to including milk in the diet. 

National Fluid Milk Programs 

The Fluid Milk Board continued to execute a generic national fluid milk processor promotion 
program in 2005. The fluid milk marketing programs are research based and message focused. 
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The purpose of the national fluid milk program is to positively change the attitudes and purchase 
behavior of Americans regarding fluid milk. The 2005 fluid milk marketing plans were designed 
to continue marketing and promotional activities emphasizing milk's weight-loss benefits, to 
increase the consumption of fluid milk, and to identify and support growth opportunities for the 
industry. Many communication media were used to accomplish this objective including 
television and print advertising, public relations, promotions, and the Internet. The program's 
target audiences include women and moms, teens, and Hispanics. 

In 2005, the got milk?®/Milk Mustache advertising campaign, which provides the basis for 
advertising activities and other program delivery methods, was continued. A description of the 
2005 program activities for the Fluid Milk Board follows. 

Sponsorships 

In 2005, the got milk?®/Milk Mustache campaign continued leveraging a multi~year partnership 
with Walt Disney Corporation®. The sponsorship provides a unique opportunity to raise milk's 
image among teens and young adults by highlighting the message that milk is a great beverage of 
choice for active teens and for athletes of all ages. As part of the partnership, milk continued to 
be "the official training fuel" of Disney's Wide World of Sports"' while the "Milk House," a 
state-of-the-art facility that hosts more than 30 championships and 20 tournaments for more than 
40 different amateur sports (including baseball, football, soccer, volleyball, and inline hockey) 
annually, remained the centerpiece arena. The "Milk House" features prominently displayed got 
milk?* signage and milk mustache posters throughout the complex. 

The Fluid Milk Board moved into the fifth and final year of its partnership with the National 
Basketball Association (NBA") during 2005 as part of a multi-year sponsorship. Through this 
sponsorship, the Fluid Milk Board utilized an additional mechanism to reach teens with sports 
nutrition and growth messaging through the NBA •/got milk?• "Rookie of the Month/Year" 
program that features popular NBA® stars and highlights the important nutrients that milk 
provides for active, growing bodies. The sponsorship also includes the got milk?® Rookie Game 
that is televised during the NBA® All-Star weekend. 

The Fluid Milk Board continued in its eighth year sponsoring the Scholar Athlete Milk Mustache 
of the Year (SAMMY) award and selected 25 high school students from various regions across 
the United States to receive a $7,500 scholarship. Each applicant is required to list his/her high 
school achievements and tell why milk is an important beverage to include in his/her daily 
regimens. This year SAMMY received 35,000 applications. In addition to the scholarship 
award, each of the 25 winners are inducted into the SAMMY Hall of Fame and are featured in a 
special milk mustache advertisement (Appendix I) that appears in USA Today, Sports Dlustrated, 
and ESPN magazine. 

Advertising 

The Fluid Milk Board advertising program consists of television and print advertising as well as 
media-driven promotions. The advertisements highlight specific, relevant health-benefit 
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messages about milk and its nutrient content, while media-driven promotions serve to extend the 
advertising campaign. In 2005, the Fluid Milk Board created three new television 
advertisements encouraging women to include 24 ounces daily of fat-free or reduced-fat milk as 
part of a reduced-calorie diet to promote milk's weight loss benefits. 

Fluid milk print advertisements produced in 2005 
included celebrity weight loss advertisements targeting e milk . 
moms and women (7); celebrity advertisements with the d f L 
active, bone growth, and fracture messages targeting teen gour IE • OSB · nfl 
boys and girls (12); NBA• Rookies of the Month (6) and 24 UJBJg · 
Rookie of the Year (1); contest winners (4); Hispanic (7); " 24 
school milk posters (4); and trade advertisements (1). 11111 

This year continued leveraging the new logo for milk's _ ., -~," -.-,_, __ ,,,,,_._,, ._. '" ««_ ~" 
weight loss message: "24/24 Milk your diet/ Lose .,.,:,.:_~'..'..'.':_~'.'.'.,'..:~::::·.;;~_'.'.'.; .. ~~::~'..'.,~.'.~ · ~ 
weight!" Additional information regarding these ,i,,,,_ ,,.,-,,, ,,.,,,.10

•
0 

advertisements can be found at www.milkpep.org and at www.whymilk.com. Appendix I 
includes thumbnail images of the above noted television and print advertisements. 

To initiate the celebration of its 1 O~year anniversary, the Milk Mustache campaign launched its 
2001

h celebrity advertisement featuring actress/singer Lindsay Lohan. The campaign first 
launched in 1995, with a print advertisement featuring Naomi Campbell, to help educate 
Americans about the nutritional benefits of milk and to increase milk consumption. Board
funded research shows that it has helped raise awareness of the many reasons to drink milk-from 
reducing the risk of high blood pressure and osteoporosis to weight management. Campaign 
messages have included promoting the importance of milk's nine essentials nutrients, including 
calcium, to help bones grow aod to help keep them strong and healthy. 

The national Hispanic advertising campaign continued as part of industry outreach to the 
growing Hispanic population. The advertisements continued to feature the popular tagline, 
"M<is /eche, M<is logro" ("More milk, More achievement"), as well as "24 oz.124 horas" which 
reminds Hispanic moms to include 24 ounces daily of fat-free or reduced-fat milk as part of a 
reduced-calorie diet to promote milk's weight loss benefits. Hispanic print advertising featured 
celebrities Dr. Aliza and Giselle Blondet, along with several Hispanic advertorials designed to 
compliment the general market's weight loss message with an integrated Hispanic overlay. 
Hispanic consumers were directed to www.2424leche.com for more information on Hispanic 
weight loss activities. 

Promotions 

The Fluid Milk Board conducts promotions to help increase fluid milk sales in retail outlets. The 
promotions work to move more milk out of the store refrigerator and to increase sales in other 
retail outlets such as convenience stores, independent grocery stores, drug stores, and mass 
merchandisers. For some promotions., the Fluid Milk Board works with partners to increase the 
appeal to consumers. In 2005, promotions continued to focus on feature incentives such as 
promotional vehicles used to increase advertisements, displays of milk, and programs offering 
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prizes directly to consumers to help drive incremental purchases. Of note, regional producer 
groups play an important role in the execution of these retail programs. 

The Fluid Milk Board conducted three national promotions in 2005. The first promotion, "A 
New View of You" was launched January 151 to coincide with healthy New Year's resolutions 
and was featured in a segment of"The View" morning talk show. The promotion offered 
consumers a '"Get a New View of You" 12-month calendar with any milk purchase and featured 
an online sweepstakes for a chance to win one of 24 trjps for two to New York City. 

The second promotion, .. Fuel Up With Milk/Gear Up With the NBA®," was a 5-week feature ad 
incentive program designed to drive sales of flavored milk in whlch retailers could run featured 
ads on flavored milk in exchange for Fuel Up With Milk/NBA ®/got milk?® prizes. Point-of-Sale 
kits were shipped to retailers who signed up. Retailers would assemble kits, promote any size 
flavored milk at a feature price, send in proof of compliance, and receive prizes for giveaways. 
Retailers then used the prizes to execute their own in-store sweepstakes, contests, or giveaways. 
Additionally, the incentive featured an on-line auction in which kids could bid on NBA ®star 
Carmelo Anthony gear and win prizes. The promotion celebrated flavored milk as a healthy 
alternative to soda. 

The third promotion, "Get the Curves You Want," held in May, focused on the importance of 
including 24 ounces of reduced-fat or fat-free milk a day in a reduced-calorie diet combined with 
exercise to support healthy weight loss. Consumers could 
purchase two gallons of milk and take their milk caps to 
Curves® fitness centers to earn a 2-week free membership. 
Consumers could also visit www.2424milk.com and enter 
an online sweepstakes for their chance to win one of 
twenty-four 24-month Curves• memberships. 

Public Relations 

The public relations programs continued to focus on (I) the nutritional benefits of milk, (2) 
emerging scientific studies that highlight milk's benefits, (3) leveraging the high interest 
generated by the celebrities and the got milk?•fMilk Mustache campaign, and (4) preparing for 
and responding to misinformation and negative news about milk or the educational campaign. A 
wide variety of initiatives were implemented to reach specific target audiences. For 2005, over 
1.65 billion media impressions were garnered through the integrated public relations program. 
The program provided support for the three national retail promotions by helping to build public 
awareness and increase retailer participation. 

For the eighth consecutive year, the Milk Mustache Mobile Tour made its way around the United 
States. This year's program, the "Great American Weight Loss Tour 2005," (GAWL) ran from 
March through September covering 75 cities nationwide. Events included GA WL sign-ups, 
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Curves® workout equipment, processor 
sampling, and health assessments by a 
nutritional expert. This year's tour trucks 
were dedicated solely to moms and women, 
featuring celebrity moms and the Milk 
Your Diet-Lose Weight/GA WL themes on 
the trucks' side and end panels. 

The 2005 "Healthy Schools Challenge"(Challenge) encouraged students to write testimonials 
regarding the efforts their school had made in getting students fit and healthy. Fifty schools each 
won a $1,000 grant for school improvements such as installing milk vending machines or buying 
new athletic equipment. The students were visited by either an NBA*' or WNBA e player and 
received other NBA® prizes such as autographed merchandise or game tickets. The grand prize 
winner was Bronx, New York's Preston High School nominated by student Cymone Bedford. 
Her school received a gym make-over, and Cymone appeared in her own milk mustache ad. The 
Challenge was one part of the "Fuel Up with Milk/Gear Up with the NBA e" program. 

To educate Americans about the nutritional and taste benefits of chocolate and other flavored 
milk, the Fluid Milk Board continued its partnership with MTV and Rolling Stone magazine. 
The magazine offered teens the chance to participate in the "got milk?® Roadie for a Day" 
contest. The contest winner, Nathan Hernandez, was featured in his own got milk?" print 
advertisement (Appendix I) in Rolling Stone magazine. 

The "got news?" section at www.milkpep.org continued in 2005 to help processors with their 
local media efforts. This feature gave processors access to customizable media materials from 
national programs such as the Milk Mustache Mobile to use in their own public relations efforts. 
Additionally, the Web site provided a daily email to processors for breaking news, a list of 
dietetic spokespersons for use as a resource, processor success stories, and links to a searchable 
library of medical research studies. 

Brochures, news releases, and other information on milk were made available to consumers 
through Web sites www.whymilk.com, www.milkpep.org, and www.2424milk.com. 

Strategic Thinking 

The Fluid Milk Strategic Thinking Initiative (FMSTI) is a joint effort of the Fluid Milk Board, 
processors, and suppliers. This ongoing effort was established to address barriers to fluid milk 
consumption not targeted by the advertising, promotion, and public relations activities of the 
Fluid Milk Board. 

Over the years, FMSTI has conducted market tests and studies in various business channels to 
develop proven ways to increase milk sales and subsequently turned these studies into customer
friendly processor materials that may be found at www.milkdelivers.org. These materials 
include reports on milk's opportunities in vending, foodservice, convenience and drug store, 
supennarket and school foodservice channels. Some of the materials included are brochures 
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focusing on new ways to get kids to drink more milk, a one-page fact sheet explaining the 
science behind milk's weight-loss claims, vending sales kits containing results from the 2003 
Multi-Channel Vending Test, and other reports and studies published in prior years highlighting 
opportunities for increased milk sales. 

Complete reports, studies, executive summaries, and press releases for FMSTI's ongoing 
initiatives are available for processors on Web site www.milkpep.org and for customers at 
www.milkdelivers.org. The presentations, videos, and printed materials are available by calling 
the milk hotline at 1-800-945-MlLK (6455.) 

School Marketing 

In 2005, FMSTI continued to conduct seminars to educate processors on how to increase their 
milk sales at schools. The seminars were part of the "Capturing the School Milk Opportunity" 
program that presents processors with a myriad of options they can implement to improve school 
milk. More seminars were scheduled this year in various regions across the United States due to 
the growing demand by processors. 

Additionally, FMSTI conducted a school milk test in St. Louis, jointly sponsored by Prairie 
Farms, MilkPEP, and the St. Louis Dairy Council, to determine the impact of flavor variety, 
improved flavor formulations, and enhanced paperboard packaging on milk sales. The test 
involved about 165,000 students at almost 300 area schools during the January-June 2005 
semester. The test demonstrated an overall average increase in milk sales of more than 12 
percent per school, with 35 percent increases at the best performing schools. If applied 
nationally, results could translate into more than 600 million more unit sales of milk annually 
and 11 more units of milk per student each year. Part of the test's objective was to show that no 
one solution fits all situations, and there are multiple opportunities for success with school milk. 
The schools demonstrating the largest sales increases incorporated simultaneous marketing 
tactics such as displaying milk mustache celebrity posters and point-of-sale materials in the 
cafeteria, hosting sampling events, and giving away prizes tluough special promotions. 

The Fluid Milk Board continued its School Image Poster Program in 2005 to help educate 
students and school food service professionals about the role milk plays in good nutrition. 
Two large got milk?• posters were sent to 32,000 participating public middle and high school 
foodservice directors in August for the begilllling of the school year, educating almost 24 
million students. Smaller posters were sent to schools with cafeteria size limitations. This year's 
posters featured pop singer Kelly Clarkson, NBA* star Tracy McGrady, professional ice skating 
star Michelle Kwan, and NFL e quarterback Donovan McNabb. Surveys of the schools' 
foodservice directors revealed that of those schools receiving posters, over 80 percent hung them 
in the school cafeteria with more than one-third leaving the posters up until they were no longer 
in good condition. 
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Chapter 2 
USDA Activities 

Dairy Programs of USDA 's Agricultural Marketing Service has day-to-day oversight 
responsibilities for the Dairy Board and the Fluid Milk Board. Dairy Programs oversight 
activities include reviewing and approving the Dairy and Fluid Milk Board's budgets, budget 
amendments, contracts, advertising campaigns, and investment plans. Approval of program 
materials is a major responsibility of Dairy Programs. Program materials are monitored for 
confonnance with provisions of the respective Acts and Orders, My Pyramid, Dietary 
Guidelines, and with other legislation such as the Nutrition Labeling and Education Act. 

Dairy Programs continues to ensure that the collection, accounting, auditing, and expenditure of 
promotion funds is consistent with the enabling legislation and orders; to certify qualified State 
or regional dairy product promotion, research, or nutrition education programs (Qualified 
Programs); and to provide for evaluation of the effectiveness of both promotion programs' 
advertising campaigns. Dairy Programs assists the Boards in their assessment collection, 
compliance, and enforcement actions. 

Other Dairy Programs responsibilities relate to nominating and appointing Board members, 
amending the orders, conducting referenda, and conducting periodic program audits. Dairy 
Programs representatives attend full Board meetings, Board committee meetings, and other staff 
and member meetings of consequence to the program. 

National Dairy Promotion and Research Board Oversight 

Nominations and Appointments 

The 36 members of the Dairy Board who administer the program serve 3-year terms, with no 
member serving more than two consecutive tenns. Dairy Board members must be active dairy 
producers and are selected by the Secretary of Agriculture from nominations submitted by 
producer organizations, general farm organizations representing dairy producers, Qualified 
Programs, or other interested parties. 

Thirty-four nominations were received by USDA for the 12 Dairy Board members whose terms 
expired October 31, 2005. A press release issued on August 16, 2005, announced the 
appointment often new members and two incumbents. All will serve 3-year terms ending 
October 31, 2008. Newly appointed members were: Ronald L. Koetsier, Visalia, California 
(Region 2); William R. D. Anglin, Bentonville, Arkansas (Region 4); Donna L. Sharp, Bath, 
South Dakota (Region 5); Carl F. VanDen Avond, Green Bay, Wisconsin (Region 6); Bradford 
A. McCauley, Viola, Wisconsin (Region 6); Douglas D. Nuttelman, Stromsburg, Nebraska 
(Region 7); Carl A. Schmitz, Wadesville, Indiana (Region 9); Joyce A. Bupp, Seven Valleys, 
Pennsylvania (Region 11 ); Ronald R. McConnick, Java Center, New York (Region 12); and 
Debora A. Erb, Landaff, New Hampshire (Region 13). Reappointed to serve second terms were: 
Lester E. Hardesty, Windsor, Colorado (Region 3) and Michael M. Ferguson, Senatobia, 
Mississippi (Region 8). 
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A list of the 2005 Dairy Board members appears in Appendix A. Appendix C-1 is a map of the 
contiguous 48 States depicting the 13 geographic regions under the Dairy Promotion and 
Research Order (Dairy Order). 

Organic Exemption Amendment to the Order 

Effective February 14, 2005, any persons producing and marketing solely 100 percent organic 
products were exempted from paying assessments to any research and promotion program 
administered by the Agricultural Marketing Service (70 FR 2743, published Jaouary 14, 2005). 
The final rule amended section 1150.157 of the Dairy Order. In States that have mandatory 
assessment Jaws, dairy producers are only exempt from the Federal assessment. Producers are 
still responsible for remittance of State assessments. In 2005, approximately 500 dairy producers 
were granted exemptions. The Dairy Order requires producers to re-apply annually to continue 
to receive th~ exemption. 

Foreign Agricultural Service 

The Secretary of Agriculture has delegated oversight responsibility for all foreign market 
development activities outside the United States to the Foreign Agricultural Service (FAS) 
(7 CFR 2.43(a)(24)). FAS reviews the USDEC foreign market development plao aod related 
export contracts. USDEC export contracts also are reviewed by AMS Dairy Programs to ensure 
conformance with the Dairy Production Stabilization Act of 1983 (Dairy Act), Dairy Order, and 
with established USDA policies. In 2005, the USDA's Foreign Market Access Prograro and the 
Market Promotion Program provided matching funds to USDEC for dairy product promotion and 
market research in Japan, Mexico, Southeast Asia, South Korea, and Latin America. 

Contracts 

The Dairy Act and Dairy Order require that all contracts expending assessment funds be 
approved by the Secretary (7 CFR 1150.140). During 2005, Dairy Programs reviewed aod 
approved 250 Dairy Board aod DMI agreements, amendments, aod annual plaos. Funding 
approvals were from the 2003, 2004, and 20-05 fiscal periods. Appendix F-1 lists the contractors 
and corresponding Board initiatives approved by USDA during 2005. 

Contractor Audits 

At the time of publication, DMl had not completed its 2005 contractor audits. DMl retained a 
new certified public accounting firm in 2005, Ernst & Young, for their audit services. 

Collections 

The Dairy Act specifies that persons who pay producers and producers marketing milk directly 
to consumers, commonly referred to as "responsible persons," shall remit assessments to the 
Dairy Board or to Qualified Programs for milk produced in the United States and marketed for 
commercial use. 
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The Dairy Act provides that dairy farmers can direct up to 10 cents of their 15-cent per 
hundredweight assessment to Qualified Programs. During 2005, the Dairy Board received about 
5.07 cents of the 15-cent assessment. 

Compliance 

Compliance by responsible persons in filing reports and remitting assessments continues in a 
timely manner and at a high rate. No significant differences were discovered when comparing 
the audit results to what was reported by the responsible persons. The Dairy Board verifies that 
the credits claimed by responsible persons are actually sent to Qualified Programs. This 
verification is done by contract with each Qualified Program. When noncompliance exists, the 
Dairy Board takes initial action on the matter. If the Dairy Board is unsuccessful in resolving the 
violation, the matter is referred to USDA for further action. 

Qualified Programs 

Dairy Programs reviewed applications for continued qualification from 59 Qualified Programs. 
A list of the 59 active Qualified Programs is provided in Appendix H. Consistent with its 
responsibility for monitoring the Qualified Programs, Dairy Programs obtained and reviewed 
income and expenditure data from each of the programs. The data reported from the Qualified 
Programs are included in aggregate form for 2004 and 2005 in Chapter I. 

Litigation 

The Dairy Board and the Secretary of Agriculture were named as defendants in a lawsuit in the 
U.S. District Court for the Middle District of Petlllsylvania by dairy producers seeking a 
declaration that the Dairy Act violates their First Amendment rights of free speech and 
association. In March 2003, a Federal trial court in Pennsylvania found that the Dairy Program 
does not violate the claimants' right of free speech and association. Upon appeal, the U.S. Court 
of Appeals for the Third Circuit reversed this decision. The Appeals Court found that the Dairy 
Program does violate the claimants' right of free speech and association rights by compelling 
them to subsidize speech with which they disagree. The Department of Justice (on behalf of the 
Secretary of Agriculture and Dairy Board) filed a petition for an En Banc rehearing, but the 
petition was subsequently denied. On October l, 2004, the U.S. Solicitor General filed a writ of 
certiorari with the U.S. Supreme Court (Court). The petition for writ was granted on 
May 31, 2005; the judgment was vacated and the case was remanded to the Third Circuit Court 
of Appeals for further consideration in light of Court's decision in Johanns, Secretary of 
Agriculture, Et A-1. v. Livestock Marketing Association Et Al. In this decision, the Court held that 
commodity promotion programs are considered Goverrunent speech and therefore are not subject 
to First Amendment protections. On September 15, 2005, the Third Circuit Court of Appeals 
ruled that "the teachings of Johanns v. Livestock Marketing Association, control the matters 
presented in this case" and ordered that the March 2003 judgment of the District Court for the 
Middle District of Pennsylvania that the Dairy Program does not violate the claimants' right of 
free speech and association be affirmed. 
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National Fluid Milk Processor Promotion Board Oversight 

Nominations and Appointments 

Tue 20 members of the Fluid Milk Board serve 3-year tenns, with no member serving more than 
2 consecutive tenns. The Fluid Milk Promotion Order (Fluid Order) provides that no company 
shall be represented on the board by more than three representatives. Fluid Milk Board members 
who fill vacancies with a tenn of 18 months or less are permitted to serve 2 additional 3-year 
terms. Fluid Milk Board members are selected by the Secretary from nominations submitted by 
fluid milk processors, interested parties, and eligible organizations. In a news release issued on 
March 28, 2006, the Secretary of Agriculture announced four reappointments and five new 
appointments to the Fluid Milk Board, including two members filling vacancy terms. Newly 
appointed to serve their first terms were: Edward L. Mullins, Carlinville, Illinois (Region 9); 
Patrick R. Beaman, Dallas, Texas (Region 12); and Lisa M. Hillenbrand, Geneva, Switzerland 
(At-Large Public). Reappointed to serve a second term were: Michael F. Nosewicz, Cincinnati, 
Ohio (Region 3); William R. McCabe, Orrville, Ohio (Region 6); Paul W. Bikowitz, City of 
Industry, California (Region 15); and Susan D. Meadows, Dallas, Texas (At-Large Processor). 
The newly appointed and reappointed members were officially seated at the July 12-15, 2006, 
Fluid Milk Board Meeting. The tenns for these appointees will expire on June 30, 2009. 
Additionally, filling vacancies with less than 18 months remaining were: Charles L. Gaither, Jr., 
Asheville, North Carolina (Region 4); and Teresa E. Webb, Wallington, New Jersey (At-Large 
Processor). Both were officially seated at the 
April 6-8, 2006, meeting. The terms for the two vacancy positions will expire June 30, 2007. 

A list of the 2005 Fluid Milk Board members appears in Appendix B. Appendix C-2 shows a 
map depicting the 15 geographic regions under the Fluid Milk Order. 

Order Amendments 

Effective February 14, 2005, any persons producing and marketing solely 100 percent organic 
products were exempted from paying assessments to any research and promotion program 
administered by the Agricultural Marketing Service (70 FR 2743, published January 14, 2005). 
The final rule amended section l l60.2ll of the Fluid Milk Order. In 2005, no fluid milk 
processors were granted exemptions. The Fluid Milk Order requires processors to re-apply 
annually to continue to receive the exemption. 

The second Fluid Order amendment became effective May 1, 2005, (70 FR 14974-14976, 
published March 24, 2005). This final rule amended section 1160.200 of the Fluid Milk Order 
by modifying the terms of membership of the Fluid Milk Board. The amendment requires that 
any change in a member's employer or change in ownership of the member's employer would 
disqualify that member. The member would continue to serve on the Board for a period of up to 
6 months until a successor was appointed. In addition, a public member on the Board who 
changes employment or whose business focus with an employer is substantively changed would 
be disqualified in a matmer similar to a fluid milk processor member. The amendments ensure 
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that the Board is able to equitably represent fluid milk processing constituents and the public's 
interest. 

Program Development 

The Fluid Milk Board contracted with the International Dairy Foods Association (IDF A) to 
manage the program. IDFA contracted with Lowe Worldwide, DRAFT, Weber Shandwick, and 
Siboney USA to develop the Fluid Milk Board's advertising, promotions, consumer 
education/public relations, and Hispanic advertising/public relations, respectively. 

Contractor Audits 

The Fluid Milk Board retained the certified public accounting firm of Synder, Cohn, Collyer, 
Hamilton & Associates P.C. to audit the records of Weber Shandwick, in order to detennine if 
the agency had conformed to the financial compliance requirement specified in its agreement 
with the Board for the period ofJanuary I, 2004, through December 31, 2004. The Board 
continues to enhance its internal contract control system in order to ensure that the amounts 
invoiced to the Board are in compliance with established contracts and procedures. 

Compliance 

Compliance by fluid milk processors in filing reports and remitting assessments continues in a 
timely manner and at a high rate. In 2005 one delinquent account was referred to the USDA as a 
result of bankruptcy proceedings. 
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Chapter 3 
Impact of Generic Fluid Milk and Dairy Advertising and Promotion on 

Dairy Markets: An Independent Analysis 

The Dairy Production and Stabilization Act of 1983 (Dairy Act; 7 U.S.C. 4514) and the Fluid 
Milk Promotion Act of 1990 (Fluid Milk Act; 7 U.S.C. 6407) require a yearly independent 
analysis of milk industry programs. These promotion programs operate to increase milk 
awareness and thus the sale of fluid milk and related dairy products. From 1984 through 1997, 
USDA conducted the independent evaluation of the National Dairy Promotion and Research 
Program (Dairy Program), as authorized by the Dairy Act, and issued an annual Report to 
Congress on the effectiveness of the Dairy Program. Beginning in 1995, the Congressional 
report began including analyses of the effectiveness of the Dairy Program in conjunction with the 
National Fluid Milk Processor Promotion Program (Fluid Milk Program) authorized by the Fluid 
Milk Act. Since 1998, these independent analyses have been conducted by agricultural 
economists from Cornell University (Cornell). 

The following economic evaluation focuses on the combined generic marketing activities by 
dairy farmers and fluid milk processors that are designed to increase the demand for fluid milk 
and dairy products. The results of two separate models are presented. 

The first model is a fluid milk-only demand model used to evaluate the economic impacts of all 
generic fluid milk marketing activities of both programs on fluid milk demand. The generic fluid 
milk marketing activities include fluid milk advertising and non-advertising marketing activities 
used to increase demand including public relations, sales promotions, nutrition education, and 
sponsorships conducted by fluid milk processors and dairy farmers. While the dairy fanners' and 
fluid milk processors• programs utilize various types of marketing strategies to increase fluid 
milk consumption, the effects of fluid milk marketing under both programs are combined 
because the objectives of both programs are the same and data cannot be satisfactorily segregated 
to evaluate the two programs separately. 

The second model is a total dairy demand model for all fluid milk and dairy products used to 
evaluate the economic impacts of all generic marketing activities for those products. The total 
dairy demand model is included because the dairy fanner programs now emphasize an "all dairy" 
promotion strategy (e.g., 3-A-Day ™)over product-specific campaigns. Similar to the first model, 
marketing activities in the second include generic advertising, sales promotions, public relations, 
nutrition education, and sponsorships. Unlike the first model, the marketing activities in the 
second model include activities for all dairy products (fluid and manufactured dairy products). 
This model provides a measure of the economic impact of all demand-enhancing, generic 
marketing activities by both programs. 

The following summarizes the findings of the report. 
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Highlights 

Generic fluid milk marketing activities sponsored by dairy producers and fluid milk processors 
have helped mitigate a long-term decline in per capita fluid milk consumption in the United 
States. Cornell estimates that these marketing efforts have had a positive and statistically 
significant impact on per capita fluid milk consumption. Specifically, over the period 1995 
through 2005, it is estimated that a 1.0 percent increase in generic fluid milk marketing 
expenditures resulted in a 0.051 percent increase in per capita fluid milk consumption when 
holding all other demand factors constant. 

What about the impact on total consumption of fluid milk? From 2001 through 2005, generic 
fluid milk marketing activities increased fluid milk commercial disappearance by 22.5 billion 
pounds in total or 4.5 billion pounds per year. Alternatively stated, had there not been generic 
fluid milk marketing conducted by the two national programs, fluid milk consumption would 
have been 8.2 percent less over this time period. Hence, the combined efforts of the two 
programs to market fluid milk have had a positive and statistically significant impact on fluid 
milk consumption. 

Regarding the total dairy product demand analysis, the average generic dairy marketing elasticity 
for the period 1990-2005 was 0.074 -- a 1.0 percent increase in expenditures for these marketing 
activities increased per capita dairy demand by 0.074 percent. Thus, the total marketing program 
effort had a positive and statistically significant impact on dairy consumption. 

The benefit-cost ratio (BCR) for the Dairy Program for the period 2000 through 2005 was 
calculated. The benefits of the Dairy Program were calculated as the change in dairy farmers' net 
revenue due to demand enhancement from all marketing activities under the Dairy Program. The 
costs of the Dairy Program were calculated as the difference in total assessment revenues before 
and after the national program was enacted. The results show that the average BCR for the Dairy 
Program was 4.33. This means that each dollar invested in generic dairy marketing by dairy 
producers returned $4.33, on average, in net revenue to farmers. 

To make allowances for the error inherent in any statistical estimation, a 95 percent confidence 
interval was calculated for the average BCR. The confidence interval provides a lower and an 
upper bound for the average BCR. One can be "confident" that the true average BCR lies within 
these bounds 95 percent of the time. The estimated lower and upper bounds for the average BCR 
were 3. 70 and 4.95, respectively. This confidence interval demonstrates that one could be 
confident 95 percent of the time that the true average BCR lies between a low of3.70 and a high 
of 4.95. Hence, it is reasonable to conclude that the benefits of the Dairy Program's marketing 
activities have been considerably greater than the cost of the program. 

Analysis of Generic Fluid Milk Marketing 

Per capita fluid milk consumption in the United States has been trending downward for many 
years. Among the factors behind this decline are changes in U.S. demographics, changes in 
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consumer preferences for fluid milk, how and where people consume food, and aggressive 
advertising and marketing by producers of beverages that compete with fluid milk. The model 
described in this report uses quarterly data covering the period 1995 through 2005 and the 
following is a brief graphical overview of changes in per capita fluid milk consumption and 
factors hypothesized to affect milk consumption over this time period. It is important to 
emphasize, however, that the decline in per capita fluid milk consumption has occurred over a 
significantly longer period of time than since 1995. 

Figure 3-1 illustrates the steady decline in per capita fluid milk commercial disappearance since 
1995 (along with seasonal and quarterly changes). From 1995 to 2005, per capita commercial 
disappearance declined by 11.3 percent. This translates into an average annual rate of decline of 
a little more than 1.0 percent annually. 

One potential cause of declining per capita fluid milk consumption may be the positive trend in 
food consumed away from home. As people consume more food away from home, fluid milk 
consumption may be diminished by the lack of availability of many varieties of fluid milk 
products at the nation's eateries as well as the expanding availability of fluid milk substitutes. 
Many eating establishments carry only one type of milk product that causes some people who 
would nonnally drink milk to consume a different beverage if the preferred milk product is not 
available. 

Figure 3-2 illustrates the trend in expenditures on food consumed away from home as a 
percentage of total food expenditures since 1995. Betweeen 1995 and 2005, the annual average 
percentage of expenditures on foo<l consumed away from home increased by 11.4 percent. While 
there were some ups and downs in the percentage of food consumed away from home over 

Figure 3-1. Per Capita Fluid Milk Commercial Disappearance 
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Figure 3-2. Expenditures on Food Consumed Away From Home as a 
Percenta~e of Total Food Expenditures 
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this period, the general trend is increasing from 1995 to 2005. It is evident from Figures 3-1 and 
3-2 that per capita fluid milk consumption and eating away from home are negatively related. 
Thus the increase in food consumed away from home likely has been responsible for some of the 
decrease in per capita fluid milk consumption. 

Another potential reason why per capita fluid milk consumption has declined may be changes in 
U.S. population. One important change is the declining proportion of young children in the 
population since 1995 (the decline has leveled out since 2003). Since young children are one of 

Figure 3-3. Percentage of Population-Under Six Years of Age 
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the largest milk-consuming cohorts, any decline in that cohort negatively impacts per capita fluid 
milk consumption. Figure 3-3 shows the percentage of the population that was less than 6 years 
old from 1995 to 2005, a segment of the population that has decreased by almost 8.0 percent 
since 1995. Therefore, there is a positive correlation between per capita milk consumption and 
this age cohort-both are declining. 1 

Since 1995, the retail price of fluid milk products has been rising relative to other nonalcoholic 
beverages. This pattern is displayed in Figure 3-4. Note that any value above 1.0 means the 
consumer price index for fluid milk is higher than the consumer price index for nonalcoholic 
beverages. While there have been some periods since 1995 where retail fluid milk prices 
declined relative to other beverage prices, two-out-of-three periods have been characterized by 
rising relative retail prices for fluid milk. From 1995 through 2005, annual average fluid milk 
prices rose 28.5 percent relative to other beverages. These retail fluid milk price increases are 
likely responsible for some of the decline in per capita fluid milk consumption. 

Fluid milk's loss of market share to other beverages also may be due to aggressive marketing by 
competing beverage producers. Indeed, both dairy farmers and fluid milk processors started 
generic marketing programs to combat competing marketing from other beverage producers. 

Since 1995, two beverages that have grown the most in per capita consumption are bottled water 
and soy beverage, due in part to increased advertising and promotion by these beverages. Figure 
3-5 displays real (inflation-adjusted) per capita advertising expenditures for bottled water and 
soy beverage. Combined advertising for bottled water and soy beverage (in 2005 dollars) 
increased from about $98 million in 1995 to $224 million in 2005, 129.0 percent increase. Both 

Figure 3-4. Retail Price of Fluid Milk Relative to Other Beverage Prices 
'w --·---·--·------------- --- -- --------· --·--- -, 
'~ :. e "" • 

~ 

"' "" -• .. LIO -
- - • I 

/-

. 

A. /\_}\ 
--

0 § 1.00 1,.. 

/ v 
~ 0-~t-------------------------------j 

-~ o.wj--------------------·-----------j 

0.70-1-..,~~~~~·-~~·-~~~~~~~~~~~~~~~~~~~~"" 

!; !; ~ ~ ~ ~ ~ ~ * ~ ~ ~ ~ ~ ~ ~ ~ ~ 
Year.Quarter 

1 Since 2000, the positive relationship between per capita fluid milk consumption and the percent of the population 
under 6 years old has weakened considerably with the flattening out of the age demographic variable. However, this 
positive relationship nevertheless holds for the period 1995 through 2005. 
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Figure 3-S. Real Bottled Water and Soy Beverage Advertising 
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of these products experienced large increases in per capita consumption over this time period, 
undoubtedly talcing away some market share from fluid milk. 

One factor that may have diminished some of the long-term decline in per capita fluid milk 
consumption is the growth in real income over this period. Fluid milk is considered to be a 
"normal" good -- meaning consumption increases as consumers' disposable incomes 

Figure 3-6. Real Per Capita Personal Disposable Income 
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Another factor that may have mitigated some of the long-term decline in per capita fluid milk 
consumption over part of this time period is generic marketing efforts by dairy producers and 
fluid milk processors. The producer checkoff program is the largest checkoff program in the 
United States in terms of revenue and the second largest is the fluid milk processor program. 
Figure 3-7 shows the combined real expenditures (in 2005 dollars) on generic fluid milk 
marketing efforts by these two programs. From 1995 to 1998, there was steady growth in real 
expenditures for generic fluid milk marketing, from about $168 million in 1995 to $232 million 
in 1998. Since 1998, however. such expenditures have been declining. Between 1995 and 2005, 
combined annual average real expenditures declined nearly 10.0 percent reaching a low of $152 
million in 2005. This decline may have had an impact on declining per capita fluid milk 
conswnption over this period. 

To more formally evaluate the relationship between per capita fluid milk consumption and 
factors hypothesized to influence that consumption, an econometric modeling approach was 
developed. Because there are factors other than generic advertising that influence the demand for 
fluid milk, this model was used to identify the effects of individual factors affecting demand. 

The following variables were included as factors influencing per capita fluid milk demand: the 
consumer price index (CPI) for fluid milk; the CPI for nonalcoholic beverages, which was used 
as a proxy for fluid milk substitutes; the percentage of the U.S. population less than 6 years old; 
per capita disposable income; variables to capture seasonality in fluid milk demand; expenditures 
on food consumed away from home as a percentage of total food expenditures; per capita 
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expenditures on bottled water and soy beverage advertising (combined); and expenditures on 
generic fluid milk marketing. As mentioned in the introduction, the marketing expenditures 
included funds spent on fluid milk advertising, public relations, sales promotions, nutrition 
education, and sponsorships. Since the goals of the two marketing programs are the same with 
regards to fluid milk, all generic fluid milk marketing activities by both programs were 
aggregated into a single marketing variable. 

The model was estimated with national quarterly data from 1995 to 2005. To account for the 
effects of inflation, all prices and income were deflated by the appropriate consumer price index. 
Generic fluid milk marketing and bottled water and soy beverage advertising expenditures were 
deflated by a media cost index computed from annual changes in promotion and advertising costs 
by media type supplied by Dairy Management.Inc. Because marketing has a carry-over effect on 
demand, past fluid milk marketing expenditures also were included in the model as explanatory 
variables using a distributed-lag structure.2 Similar procedures were used to capture this carry
over effect for bottled-water and soy beverage advertising. 

The impact of variables affecting demand can be represented by elasticities. Elasticity measures 
the percentage change in per capita demand given a 1.0 percent change in one of the identified 
demand factors while holding all other factors constant. Table 3-1 provides average elasticities 
for the period 1995 through 2005 for variables found to have a statistically significant effect on 
consumption. For example, a price elasticity of demand for fluid milk equal to -0.114 means 
that a 1.0 percent increase in the real (inflation-adjusted) retail fluid milk price decreases per 
capita fluid milk quantity demand by 0.114 percent. 

The most important factors influencing per capita fluid milk demand are the percentage of the 
population under 6 years of age and the proportion of food expenditure on food eaten away from 
home. While not as large in magnitude, retail fluid milk prices, income, expenditures on generic 
milk marketing efforts, and bottled water plus soy beverage advertising expenditures also 
significantly impacted per capita fluid milk demand. 

The amount of food that is consumed away from home, which was measured in this model as 
real per capita expenditures on food eaten away from home as a percentage of total expenditures 
on food, was the most important factor affecting milk consumption. The estimated elasticity for 
this factor was-0.709. A 1.0 percent increase in the percentage of food consumed away from 
home would result in a 0.709 percent decrease in fluid milk demand. As mentioned previously, 
this negative relationship may be due to the limited availability of fluid milk products versus the 
high availability of fluid milk substitutes at many eating establislunents that frequently offer only 
one or two types of milk beverages. One can hypothesize that because of these limited choices, 
some people who would ordinarily choose milk choose another beverage instead. This result 

2 SpecificaJJy, a second-degree polynomial lag structure with both end point restrictions was imposed. The demand 
model included current expenditures and eight quarters of lagged real generic milk marketing expenditures to capture 
the carry-over effect of the marketing activities. The length of lag used here indicates that such demand enhancing 
activities as the got milk?® and milk mustache campaigns have long-lasting effects on consumers. 
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suggests the need to target the retail food service industry in an effort to increase away from 
home consumption. Efforts to increase the variety of fluid milk beverages offered to dining-out 
customers may increase the competitiveness of fluid milk. 

Another important milk demand factor continues to be demographic changes. Specifically, the 
percentage of the population under 6 years of age had an estimated elasticity of0.366. This 
means that a l percent increase in this age cohort would result in a 0.366 percent increase in per 
capita fluid milk demand when holding all other demand factors constant. This result is 
consistent with previous studies (including last year's analysis) that show one of the largest milk
consuming segments of the population is young children. 

Not surprisingly, the retail price of fluid milk has a negative and statistically significant impact 
on per capita demand. The results indicate that a l percent increase in the real retail price of 
fluid milk would result in a 0.114 percent decrease in per capita fluid milk quantity demanded. 
The magnitude of this elasticity is relatively small indicating that U.S. consumers' milk 
purchasing behavior is relatively insensitive to changes in the retail price. This result, which is 
consistent with the other studies, is likely due to the fact that fluid milk is generally regarded as a 
staple commodity in the United States. However, as described in the previous section, the retail 
price of milk has increased substantially since 1995 (28.5 percent) relative to the price of other 
beverages. Consequently, the increase in fluid milk prices has contributed to the decline in per 
capita consumption. 

Per capita disposable income had a positive and statistically significant impact on per capita fluid 
milk consumption. A 1.0 percent increase in real per capita income would result in a 0.108 
percent increase in per capita fluid milk demand holding all other demand factors constant. 
Similar to the price elasticity in magnitude, the income elasticity is consistent with the notion of 

Table 3-1. Average Elasticity Values (1995-2005) for Factors Affecting the Retail Demand for 
Fluid Milk. 1 

Demand Factor Elasticity 

Retail price --0.114* 

Per capita income 0.108** 

Percent of food-away-from-home expenditures --0.709* 

Percent of population younger than six years of age 0.366* 

Bottled water + soy beverage advertising --0.008** 

Generic milk marketing 0.056* 
1 Example: A 1.0 percent increase in the retail price of fluid milk is estimated to reduce per capita sales of fluid 
milk by 0.114 percent. For more infonnation on the data used, see Table 3-3. *Statistically significant at the 5.0 
percent significance level or less. **Statistically significant at the l 0.0 percent significance level or less. 
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milk products as a staple commodity in the United States. With income up by over 30 percent 
since 1995, this has lessened the decline in per capita fluid milk consumption. 

Combined bottled water and soy beverage advertising also had a negative impact on fluid milk 
demand during the study period. The estimated fluid milk demand elasticity with respect to 
bottled-water advertising was -0.008 and statistically significant. While relatively small in 
magnitude, the huge percentage increase in competing advertising likely had a negative impa~t 
on fluid milk consumption over this time period. 

Finally, the generic fluid milk marketing activities by the checkoff had a positive and statistically 
significant impact on per capita fluid milk demand. The average marketing elasticity was 0.056 
and was statistically significantly different from zero at the 1.0 percent significance level. Thus, 
a 1.0 percent increase in generic fluid milk marketing would increase per capita fluid milk 
consumption by 0.056 percent holding all other demand factors constant. This generic marketing 
elasticity is virtually identical to the one estimated last year of 0.054. 

To examine the impact on total consumption of fluid milk for the period 2001 through 2005, the 
economic model simulated the estimated demand equation for two scenarios: (I) a baseline 
scenario in which the combined fluid milk marketing expenditures were equal to actual 
marketing expenditures under the two programs, and (2) a no-national-Dairy-Program, no-Fluid
Milk-Processor-Program scenario in which there was no fluid milk-processor-sponsored 
marketing and dairy producer-sponsored fluid milk marketing was reduced to 42 percent of 
actual levels to reflect the difference in assessment before the national program was enacted. A 
comparison of these two scenarios provided a measure of the impact of the two national 
programs. 

Figure 3-8 displays the simulation results for quarterly fluid milk commercial disappearance for 
the two scenarios. It clearly shows the positive impact on total fluid milk consumption due to the 
milk-processor and dairy producer marketing programs. From 2001 through 2005, these 
marketing activities increased fluid milk commercial disappearance by 22.5 billion pounds in 
total, which is 4.5 billion pounds per year. Put differently, had there not been generic fluid milk 
marketing conducted by the two national programs, fluid milk consumption would have been 8.2 
percent less than it actually was over this time period. Hence, the bottom line is that the fluid 
milk marketing efforts by dairy producers and fluid milk processors combined have had a 
positive and statistically significant impact that is partially mitigating declines in fluid milk 
consumption. 

Analysis of Total Dairy Product Generic Marketing 

To examine the overall impact of the dairy producer and fluid milk processor programs on 
overall dairy demand, a combined fluid milk/dairy product demand model was developed that 
included all demand-enhancing marketing activities as one of the demand determinants. Per 
capita commercial disappearance of fluid milk, cheese, butter, and frozen products was used to 
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Figure 3-8. Simulated Base and No-National Fluid Milk and Dairy Programs 
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represent total dairy demand.3 Expenditures for the following marketing activities were 
aggregated into one variable assumed to impact the total dairy demand model: total dairy 
producer expenditures for generic milk and cheese advertising, public relations, sponsorships, 
retail promotions, and nutrition education and total milk-processor expenditures for generic milk 
advertising, public relations, and prornotions.4 In addition, the following variables were included 
as factors influencing per capita dairy demand: the CPI for all dairy products, per capita 

Table 3-2. Average Elasticity Values (1990-2004) for Factors Affecting Total Dairy Retail 
Demand. 

Demand Factor Elasticity 

Retail price --0.671 * 

Per capita income 0.175** 

Per capita food-away-from-home expenditures 0.770* 

Generic dairy marketing 0.074* 

*Statistically significant at the l percent level or less. •lliStatistically significant at the IO.O percent level. 

3 Since all products were expressed on a milk-fat equivalent basis, non-fat dry milk is not included. The summation 
of fluid milk, cheese, butter, and frozen dairy products on a milk fat equivalent basis is used as a measure of total 
dairy demand. 
4 Considerably more than 90 percent of the combined marketing budgets of dairy farmers and fluid milk processors 
is spent on fluid milk and cheese marketing activities. Hence, expenditures on fluid milk and cheese marketing are 
used as a measure of the overall dairy marketing efforts of the two programs. 
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disposable income, variables to capture seasonality in dairy product demand, and per capita 
expenditures on consumption of food away from home. The model was estimated with national 
quarterly data for 1990-2005. 5 To account for the impact of inflation, all monetary variables 
were deflated by the CPI for all items. Generic fluid milk and cheese marketing expenditures 
were deflated by a weighted average media cost index (television, radio, print, and outdoor) for 
fluid milk and cheese. 

Table 3-2 provides selected elasticities for the total dairy demand model. All demand elasticities 
were statistically significantly different from zero at the 1.0 percent significance level, except for 
income which was significant at the 10.0 percent level. The most important factor in the model 
impacting per capita disappearance of all dairy products was per capita expenditures on food 
consumed away from home. The results indicate that a 1.0 percent increase in per capita food
away-ftom-home expenditures would result in a 0. 77 percent increase in combined per capita 
total dairy demand. The average price elasticity for 1990 through 2004 was-0.671; in other 
words, a 1.0 percent increase in the retail price of dairy products would result in a 0.671 percent 
decrease in per capita quantity demanded for all dairy products. Income was also an important 
factor in the total demand model. The estimated income elasticity was 0.175, indicating that 
these dairy products are nonnal goods; that is, consumption rises with increases in income. 

The major interest here is the combined advertising and promotion or "marketing" elasticity. 
The average marketing elasticity for this period was 0.074; a 1.0 percent increase in expenditures 
for these combined marketing activities would increase per capita total dairy demand by 0.074 
percent. Thus, the total marketing effort by dairy producers and fluid milk processors has had a 
positive and statistically significant impact on dairy consumption. 

Benefit-Cost Analysis of the Dairy Program 

One way to measure whether the benefits of a program outweigh the cost is to compute a benefit
cost ratio (BCR). A BCR can be computed as the change in net revenue6 due to generic dairy 
marketing divided by the cost of the checkoff program. A BCR was estimated for producers for 
the Dairy Program but one could not be computed at this time for fluid milk processors for the 
Fluid Program because data on packaged fluid milk wholesale prices, which are necessary in 
calculating processor net revenue, are proprietary and therefore not available. 

"Unlike the fluid milk demand model, data for the total dairy demand model went farther back in time to 1990. We 
could not go back prior to 1995 for the fluid milk model because it was impossible to separate fluid milk marketing 
expenditures from total dairy marketing expenditures before 1995. Since extra data existed for the total dairy 
demand model, it was used. 

6 "Net revenue" is defined as the aggregate gain in total revenue from price and product disappearance enhancements 
due to generic dairy marketing less the increase in supply costs for the additional milk marketed by dairy farmers. 
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The BCR7 was calculated by simulating two scenarios: (1) a baseline scenario in which 
combined marketing expenditure levels were equal to actual marketing expenditures under the 
two programs and (2) a no-national-Dairy-Program scenario in which there was fluid milk 
processor-sponsored marketing but dairy producer-sponsored marketing was reduced to 42 
percent of actual levels to reflect the difference in assessments before and after the national 
program was enacted. A comparison of these two scenarios provides a measure of the impact of 
the Dairy Program. The benefits of the Dairy Program were calculated as the change in dairy 
farmer net revenue (what economists refer to as "producer surplus") due to demand enhancement 
from all marketing activities tmder the Dairy Program (i.e., the difference in net revenue between 
scenarios I and 2). The demand enhancement reflects increases in quantity and price as a result 
of the marketing program. The costs of the Dairy Program were calculated as the difference in 
total assessment revenue before and after the national program was enacted. 

The average all milk price over this period in the baseline scenario was $14.61 per 
hundredweight. In the no-national-Dairy-Program scenario, the average all milk price was 
$14.23 per hundredweight, which is 38 cents lower. Thus, had there been no national program 
over this period, the price farmers receive for their milk would have been 2.6 percent lower than 
it actually was. 

The results show that the average BCR for the Dairy Program was 4.33 from 2000 through 2005. 
This means that each dollar invested in generic dairy marketing by dairy producers during the 
period would return $4.33, on average, in net revenue to farmers. The level of the marketing 
BCR suggests that the combined marketing programs supported by dairy producers have been a 
successful investment. 

In another interpretation of the BCR, the increase in nominal generic dairy marketing 
expenditures resulting from the Dairy Program costs dairy producers an additional $130 million 
per year on average (i.e., the difference between $304 million annually under the baseline 
scenario and $174 million under the no-Dairy-Program scenario). The additional generic dairy 
marketing resulted in higher demand, prices, and net revenue for dairy producers nationwide. 
Based on the simulations conducted, it is estimated that the average annual increase in producer 
surplus (reflecting changes in both revenues and costs) due to the additional generic marketing 
uuder the Dairy Program was $562.9 million. Dividing $562.9 million by the additional Dairy 
Program cost of $130 million results in the estimated benefit-cost ratio of 4.33. 

To make allowance for the error inherent in any statistical estimation, a 95 percent confidence 
interval was calculated for the average BCR providing a lower and upper limit for the average 
BCR. One can be "confident" that the true average BCR lies within those bounds. The 
estimated lower and upper bounds for the average BCR were 3. 70 and 4.95, respectively. Hence, 
it is reasonable to conclude that these confidence intervals give credence to the finding that the 

7 To measure market impacts, supply equations at the retail and fann levels were estimated to simulate supply 
response to any price increase due to a marketing-induced increase in demand. The results of these estimates are 
available from the authors upon request. 
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benefits of the Dairy Program's marketing activities have been considerably greater than the cost 
of the programs. 

Questions often arise with respect to the accuracy of these BCR estimates. BCRs for commodity 
promotion programs are generally found to be large because marketing expenditures in relation to 
product value are small and, as such, only a small demand effect is needed to generate large 
positive returns. For example, the change in generic dairy marketing expenditures noted 
previously is 0.55 percent of the average annual value of farm milk marketings from 2000 
through 2005 ($23.58 billion). The generic marketing activities resulted in modest gains in the 
quantity of dairy products and a positive effect on milk prices, resulting in large positive net 
revenue from the marketing investment. 
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Tbl3-3D a e . escnntton o fV . bl U ed. E ana es s m triMdl 1 conome c o es. 
Variable Descrintion Units Meani 

Consumntion Variables 
RFD PC Quarterly retail fluid demand per capita lbsMFE 13.77 

(0.32) 
RDDPC Quarterly retail total dairy demand per capita lbsMFE 41.33 

(2.28) 

Price Indices 
RFPCPI Consumer retail price index for fresh milk and cream # 1.15 

deflated by consumer price index for nonalcoholic (0.09) 
beverages (1982-84=1) 

RDPCPI Consumer retail price index for all dairy products # 0.93 
deflated by consumer retail price index for all items (0.03) 

(1982-84=1) 
RBEVCPI Consumer retail price index for non-alcoholic # !36.51 

bevera~es (l 982-84= !) (4.65) 
Demof!ranhic and Income Variables 

INCPC Quarterly per capita disposable income, deflated by the $ 8,!0l 
consumer retail price index for all items (2005= I) (717.86) 

AGES Percent of the population under age six % 6.97 
(0.21) 

FAFH% Food away from home expenditures as percent of total % 49.87 
food expenditures (1.82) 

Marketin!l Expenditures 
GMM Quarterly generic fluid milk marketing expenditures $mil 50.60 

deflated by media cost index (2005 $) (12.72) 
GMMD Quarterly generic fluid milk marketing expenditures, $mil 29.55 

Dairy Program, deflated by media cost index (2005 $) (10.27) 
GMMP Quarterly generic fluid milk marketing expenditures, $mil 21.05 

Fluid Milk Program, deflated by media cost index (10.53) 
(2005 $) 

GMCM Quarterly generic fluid milk and cheese marketing $mil 74.79 
expenditures, Dairy and Fluid Milk Program, deflated (22.75) 

by media cost index (2005 $) 
BWA Quarterly soy milk plus bottled-water advertising $mil 55.6 

expenditures deflated by media cost index (2004 $) (38) 
1 Quarterly dummy variables are also included in the model to account for seasonality in demand. 
2 Computed over the period 1995-2005. Standard deviation in parentheses. 
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Chapter 4 
Part I - Fluid Milk Market and Promotion Assessment: 

Beverage Marketing Corporation 

For the seventh consecutive year, Beverage Marketing Corporation (BMC) has been 
commissioned by Dairy Management Inc. (DMI) and the National Fluid Milk Processor 
Promotion Board to review the national fluid milk advertising and promotional programs. This 
review offers a subjective evaluation of the effectiveness of those programs and provides a third
party marketing perspective of these efforts for inclusion in USDA's Report to Congress. It also 
evaluates milk's position relative to milk's competitive beverage set, including its respective 
marketing efforts and market performance. BMC believes milk's competitive set includes most 
non-alcoholic refreshment beverages, specifically carbonated soft drinks, bottled water, fruit 
beverages, ready-to-drink teas, and sports beverages. This year BMC examines both the overall 
milk industry's performance as well as the effect that targeted advertising and promotion have 
had on milk's crucial demographic cohorts. The following summarizes our findings based on the 
analysis of available data. 

BMC's Assessment of Current Milk Industry Environment 

In summary, BMC believes that the collective efforts of the producer and processor generic milk 
programs in 2005 continued to effectively utilize available resources for driving incremental 
sales of fluid milk by focusing on high-opportunity consumer targets, relevant product benefits, 
and powerful communications/messaging. However, milk's competitors continue to increase 
their own marketing spending and programs and pace of innovation, leaving milk at a relative 
competitive disadvantage. 

Figure 4-1 

Fluid Milk Volume and Growth 
2000-2005 

7,000 
·0.8% ·0.9% +0.30/o 

6,000 
• CAGR00/05: c 

~ S,000 -0.4°/o 

"' ~ 0 4,000 • c 
,g 

3,000 i 
2,000 

1,000 
2000 2001 2002 2003 2004 2005 

Source: Beverage Market;ng Corporation, USDA 

45 



Figure 4-2 
Milk's Competitive Set Volume Shares 
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In 2005, fluid milk volume declined by 0.1 percent to 6.20 billion gallons, a smaller decline than 
the previous year. Over the last 6 years, fluid milk volume has essentially been st.able, 
fluctuating within a narrow band of volume between 6.2 and 6.3 billion gallons. Milk volume 
declined 6 million gallons in 2005 compared to 50 million gallons in 2004. The history of 
volume changes for fluid milk sales over the past 6 years is shown in Figure 4-1. Milk's 
compound annual growth rate (CAGR) for the five-year period of2000 to 2005 was -0.4 
percent, a reflection of the negligible swings in year-over-year milk consumption since 2000. 

Within its competitive set, milk is the third-largest beverage category by volume (Figure 4-2). 
In 2005, bottled water, which has been showing dramatic growth for the last decade, 
strengthened its position as the second-largest beverage category. Meanwhile, carbonated soft 
drinks remain the largest category in the competitive set, by far, with 15.3 billion gallons in 
2005. While the '"new age" type beverages (i.e., sports beverages and RTD tea) experienced 
some sort of an increase over the previous year, fruit beverages, milk, and carbonated soft drinks 
suffered minor declines. 

As a whole, volume of the combined competitive set categories increased by 2.4 percent to 34.9 
billion gallons, up from 34.1 billion gallons in 2004. This increase was primarily driven by 
bottled water, sports beverages, and ready-to-drink teas. From 2000 to 2005, the competitive set 
has grown at a CAGR of2.l percent (Figure 4-3). Without milk, the performance of the 
competitive set would have been slightly better - increasing at a CAGR of 2. 7 percent from 2000 
to 2005. Without bottled water, the competitive set grew by a CAGR of0.5 percent over that 
same 5-year time span. Bottled water accounted for nearly 89 percent of the volume increase of 
the competitive set in 2005. 

BMC has quantified milk's share of the volume increase compared to that of the entire 
competitive set annually over the last 18 years. This index reveals whether milk has gained or 
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Figure 4-3 
Competitive Beverage Set Growth 
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lost competitive share over this time span. This measure of milk's performance is an index 
based on its share of competitive volume change, divided by milk's market share of the 
competitive set at the onset of the year. An index greater than one indicates milk is improving its 
share and thus outperforming the competitive set; an index less than one reveals that milk's share 
of the competitive set is declining. In Figure 4-4, this index for milk is illustrated over an 
18-year period. 

Milk has consistently underperformed the competitive set and has thus lost competitive share 
each year since 1987 as Figure 4-4 illustrates. Conversely, bottled water and sports drinks have 
consistently outperformed the competitive set and have gained competitive share (Figure 4-5). 
Bottled water, in particular, has shown dramatic growth in recent years, driven primarily by 
heightened consumer demand for healthier beverage alternatives and greater convenience. 

Figure 4-4 
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Figure 4--5 
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While there are many factors associated with these consumption trends, advertising expenditures 
is one factor that is easily measured. In 2005, every category within the competitive set except 
for milk experienced an increase in media spending per gallon (Figure 4-6). Just as in previous 
years, milk is one of the lowest categories in media spending per gal!on. The milk category 
spent about 2 cents on advertising for every gallon of milk sold, whereas carbonated soft drinks 
spent about 5 cents for every gallon sold. Only bottled water spends less per gallon than milk. 
Bottled water's success has been primarily distribution- and consumer-driven and has continued 
even without significant marketing dollar expenditures. 

Figure 4--<5 
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Figure 4-7 
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In 2005, all categories in the competitive set except for milk increased advertising from 2004. 
Carbonated soft drinks accounted for approximately 40 percent of all advertising dollars spent 
within the competitive set, at approximately $808 million. At $475 million in spending, fruit 
beverages accounted for approximately 25 percent. At $147 million in 2005, milk ranked 51h 

within the competitive set, accounting for less than 8 percent of spending (Figure 4-7). Milk 
advertising spending is comprised primarily of the national generic campaign, regional generic 
spending and limited branded product spending. While such spending is significant, milk 
accounts for about 18 percent of the competitive set volume and thus, remains significantly 
underrepresented in share of voice. 

Clearly, simple measurement of media spending does not take into account the effectiveness of 
the campaigns, nor does it measure the impact of millions of dollars spent on promotions and 
other non-media programs. Promotional expenditures can not be measured in an objective 
manner because promotions are not tracked by syndicated methods and companies tend not to 
divulge this data. Nevertheless, millions of dollars are spent on promotional programs within the 
competitive set, including for milk. BMC believes that milk, despite past year increases in non
media programs, continues to be outspent on promotional programs and that this is a 
contributory factor to milk's flat volume perfonnance. 

Furthermore, the milk category is disadvantaged relative to the other competitive set categories 
for other reasons, outlined below. While the milk category has begun to make progress in many 
of these areas, it continues to trail the other categories in all of them. 

Consumer Attention 

Consumer penetration of milk and awareness of milk advertising is high; however, the category 
lacks other competitive categories' high-level of consumer-focused marketing brand activities 
(e.g., promotions and innovations). 
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The consumer-relevant new science that links milk to weight loss has been effectively 
communicated through advertising, public relations, and other tools. However, in 2005, milk 
once again lagged the competitive set in its share of advertising expenditures in contrast to its 
volume share. Milk's low share of voice, declining over a number of years, is likely to have both 
real-time immediate as well as cumulative negative impact on milk consumption, despite the 
category's highly relevant and differentiated messaging. 

Beverage product innovation has accelerated in recent years for all categories within the 
competitive set. Innovation adds news and excitement to categories, bringing more focus and 
attention to them compared to less innovative categories. Limited innovation in the milk 
category has caused milk to lag other competitive set categories in number of new product 
introductions. Additionally, milk new products have largely been limited to package changes, 
with little creativity around flavors and/or added functionality. The net result is that consumers 
have more choices than ever outside of milk. The news related to innovation has the added 
effect of increasing the impact of advertising. Many of these new products, such as soy 
beverages and calcium fortified fruit beverages, have innovated into milk's territory co-opting 
milk's healthy positioning. 

Product Attributes and Innovation 

Recent innovation in the milk category has centered on flavored milk-primarily variations of 
chocolate and single-serve packaging. There have been additional pockets of growth in specific 
milk segments including organic, reduced lactose and fortified milk products. While this 
represents an improvement after years of very little innovation, other competitive set categories 
have been more aggressive with a wider variety of product innovation and a greater assortment 
of packaging formats and sizes. Among other innovations, beverage fortification with vitamins, 
minerals, herbs, and other ingredients have added functional benefits in many categories. 

In 2005, milk's new product introductions dropped to 174, while other categories within the 
competitive set experienced a large increase in new product introductions. Milk ranks last in the 
competitive set for new product introductions in 2005, dropping two places from third in 2004. 
The category is in need of more innovation, both evolutionary (e.g., packages and flavors) and 
revolutionary (e.g., functionality and technology) in the coming years. 

A new product is only an innovation for a short time-until consumers become accustomed to it 
or competitors meet or beat the innovation. Thus, continued innovation is a requirement for 
competitive advantage. 

Branding 

One of the more significant disparities in milk versus its competitive set is the distinct lack of 
large milk brands and the impact of brand-building support on the total category. In comparison, 
the competitive set is dominated by mega-brands that have been built and nurtured by world
class marketing organizations. 
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The milk category is dominated by private label. In 2005, only 32. 7 percent of milk volume in 
the grocery channel was accounted for by branded products. No other category in the 
competitive set has less than half its volume accounted for by branded products. BMC believes 
this disparity places milk at a distinct disadvantage with the rest of the competitive set because of 
the challenges inherent in marketing a category versus brands. 

Additionally, private label products, particularly milk products, are generally sold in less
premium, undifferentiated packages and with little or no marketing support. Thus, the high share 
of private label milk reinforces milk's commodity image, making competitive premium-image 
branded products more attractive to consumers. 

Distribution 

Milk is widely available; nevertheless, its availability does continue to have some significant 
limitations. Milk availability is concentrated in take-home retail channels, especially 
supermarkets. In other outlets where milk is available, it often does not have the range of 
packaging and flavor options that consumers seek and that are offered by other competitive set 
products. This places milk at a competitive disadvantage. 

As consumer lifestyles become more and more on-the-go, beverage manufacturers respond by 
developing products in convenient single-serve packaging distributed in immediate consumption 
channels such as convenience stores, foodservice, and vending. In 2005, only about 19 percent 
of milk volume was sold for immediate consumption, whereas about half the volume of 
carbonated soft drinks, sports drinks, and ready-to-drink tea was purchased for immediate 
consumption. 

Pricing 

Price promotion is a key tool beverage marketers have used to spur sales, and this is true of all 
categories in the competitive set except for milk. The industry is limited structurally and legally 
in its use of price promotion. Because milk is less responsive to price changes-flavored even 
more than white milk-price increases impact volume sales significantly. 

In 2005, milk experienced a lower consumer price index increase compared to 2004, a year that 
saw large year-over-year price increases. In 2005, milk's was also one of the lower price increases 
out of all the categories in the competitive set tracked by the Bureau of Labor Statistics. However, 
milk prices in 2005 remained historically high (Figure 4--8). 

BM C's Assessment of Current Mille Marketing Programs 

BMC believes the marketing campaign developed under the Dairy Production Stabilization Act of 
1983 and the Fluid Milk Promotion Act has served to stem declines in milk consumption in the 
face of vastly heightened competition. While over the last five years there has been a slight 
decline in milk consumption, BMC believes these declines would have been more significant 
without the industry's weight loss messaging, 3-A-Day ™for Stronger Bones, and got milk?® 
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Figure 4-8 
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celebrity milk moustache campaigns. This belief is supported by the milk category marketing 
mix analysis conducted in 2005 by Marketing Mix Analytics. 

Supported by dairy farmers' investment in the weight and dairy science, in 2005, milk 
advertising continued to build on the emergence of new scientific evidence that milk 
consumption can be linked to weight loss. This has allowed for differentiated opportunity to 
drive milk sales. With the generic program shifting gears and realigning the advertising budget 
and other program efforts (e.g., public relations, promotions, and research) behind weight loss 
communications, there has been measurable success in achieving consumer acceptance of the 
weight loss-milk link. In addition, dairy processors have integrated the weight loss programming 
into their own business and brand-building initiatives. 

In accordance with the new weight loss efforts, there has been a shift in target and product focus. 
Generic media spending allocations have continued to move from kids and teens to 
women/moms. The continuation of the milk moustache campaign driven by new celebrities is 
also tied-in with weight loss. Despite the shift away from teen-targeted advertising, grassroots 
sponsorships focusing on teens continued, and included a 3v3 soccer tournament, action sports, 
Disney Wide World of Sports, and the NFL partnership. 

Programs from DMI and MilkPEP continued to focus on milk vending, foodservice;and school 
milk improvements in 2005, as did Hispanic consumer-targeted programs-all with positive 
results. The milk vending initiative appears to be gaining momentwn, with BMC estimating 
there are now approximately 9,500 dedicated milk vending placements, many in the key 
secondary school channel. 
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Recapturing milk as the beverage of choice for children continues to be the primary, overarching 
goal that guides DMI's school foodservice/quick service restaurant (QSR) marketing efforts. 
Foodservice milk sales, especially through QSRs, are gaining traction after the industry
sponsored tests with Wendy's® and McDonalds® (Figure 4-9). Additionally, more schools than 
ever are involved in upgrading school milk to drive increased consumption for kids and teens. 
Currently, The New Look of School Milk Program has been adopted in 3800 schools (over 500 
school districts with 38 processors) and is reaching 2.3 million kids with an improved single
serve milk in plastic package product. Tracking studies show that this program has generated 30 
million incremental pounds of milk sales to date. 

Even against these improvements, milk remains at a disadvantage against the competitive set. Its 
price has increased faster than any other category, while its spending is declining. The last four 
years have seen declines in the fluid milk generic media budget-from $82 million in 2001 to 
$48.6 million in 2005, with a particular large decline this year from $65.7 million in 2004. BMC 
believes this decline in spending may have a negative impact on milk consumption in the face of 
sizeable spending by other categories in the competitive set. Most of the categories in the 
competitive set (except ready-to-drink tea, a much smaller category) outspent milk again in 
2005. 

On the other hand, the generic milk programs recognize that there are increasing limitations to 
traditional media advertising, particularly for some target consumers such as kids and teens, in 
part due to increasing media costs. Thus, the generic programs have been increasingly and 
successfully utilizing alternative communications and marketing vehicles to drive milk sales. 
Total spending budget has shifted from 69 percent spent on advertising in 2002 to 60 percent in 
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Figure 4-10 
Historical Spending by Disdpline 
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2005 (Figure 4-10). This portion of the advertising budget has been strategically reallocated to 
increase promotions, events/sponsorships, and other programs that are focused largely on 
expanding milk availability and consumer appeal through innovation. 

The new emphasis on weight-loss benefits also has invited new challenges for milk. The set of 
direct competitors may now include other weight-loss products such as meal replacement 
beverages and bars, and even programs such as Weight Watchers and Jenny Craig. Additionally, 
with competitors' aggressive advertising, promotion, as well as focus 011 convenience and 
itmovation, BMC believes that milk is perceived by consumers as being less contemporary 
compared to the alternatives. 

The shift in target to women/moms has lessened milk advertising focus on previously targeted 
teens/kids. Positive consumption trends were seen with teens/kids in prior years and the industry 
should be concerned about losing traction with those consumers. It will be critical for the 
generic programs to continue to focus or refocus resources at the primary targets-
including teens, while continuing to evolve the messaging. The industry will have to accurately 
gauge consumer response to the weight-loss message and its sustainability, and eventually 
evolve or perhaps move onto another benefit communication. Additionally, the focus on weight
loss should not be at the expense of other long-tenn relevant industry platfonns such as product 
innovation, availability enhancements and significant brand-building focus. 

With price increases stabilizing, continued focus against strategic consumer targets and market 
opportunities and improving integration of genetjc programs into processor and retailer 
marketing tactics in 2006, the outlook seems positive, especially given the growing acceptance 
of the weight-loss platform and its expansion into the teen segment. BMC predicts a slight 
increase or at least no decline in volume for the upcoming year. 
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Part II - National Fluid Milk Processor Promotion Program: Highlights by 
the National Fluid Milk Processor Promotion Board 

This section, prepared by the staff of the National Fluid Milk Processor Promotion Board (Fluid 
Milk Board), will examine the overall impact of the Fluid Milk Program in terms of its impact on 
the core measures of sales and consumption, an estimate or the impact of industry investment, 
and the competitive situation in which the fluid milk industry competes. It also will detail one of 
the main program areas (promoting weight loss benefits of milk consumption to women}, as well 
as an example of a longer-term business development goal (promoting new opportunities for 
vending single-serve milks.) 

Overall Sales and Consumption Impact 

Using the program's newest measurement resources, it is possible to assess the impact and value 
of the program at the retail level (RII)1

, for the industry's marketing investment. The Fluid Milk 
Board's marketing mix analysis showed that the share of total national milk volume attributable 
to the fluid milk program went up from 3.8 percent in 2004 to 4.5 percent in 2005. In actual 
volume, that 2005 contribution represents approximately 129 million gallons, or approximately 
$496.3 million in retail sales revenue nation-wide. This represents a return of$7 at retail for 
every $1 spent in 2005 comparing favorably to similar calculations for other industries and 
companies (Figure 4-11). 

Jn terms of per capita consumption of milk by the groups that the fluid milk program targets, 
both the primary target of adult women/moms and the Hispanic ethnic target saw increases in 
2005, while teenagers' consumption declined slightly as program resources were shifted away 
from this group (Figure 4-12.) 

Figure 4-11 
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1 The tenn "R.ll" for Retail Impact of Investment compares the incremental retail value for its return and the direct 
spending on consumer activities as its investment. 
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Figure 4-12 

2004-2005 Milk Per Capita Consumption by MilkPEP Target Group 
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Largely driven by its commodity status and its high degree of regulation, the fluid milk industry 
operates at a disadvantage to competitive beverages. 

In 2005 that competitive position worsened on several fronts. While milk is the number three 
beverage in its competitive set, it continues to lose ground to key competitors--primarily bottled 
water--while carbonated soft drinks remain the dominant beverage of choice for Americans 
(Figure 4-2). Fluid milk suffers in the market due to relative pricing (Fignre 4-13), a lack of 
brand marketing infrastructure, poor "out-of-home"/immediate consumption availability 
(Figure 4-14), and lower spending (Figure 4-<i). In this context, the need for the fluid milk 
program remains as strong or stronger than at its inception in 1995. 

Success of Weight-Related Benefit Promotion 

A wide range of studies, more than 50 over the last 6 years, suggest that consuming the 
recommended 3 senrings of mi)k and dairy products as part of a balanced, reduced-calorie diet 
can be a healthy and effective way to lose weight. Promoting the weight-loss benefits of milk 
consumption represented over 65 percent of all program resources in 2005 and was the primary 
program objective. The Fluid Milk Program has successfully informed American women and 
they have responded with positive changes in their consumption of milk. Among the key 
indicators of how this marketing communication program is changing consumer behavior are: 

• Recall of the link between drinking milk and losing weight is at 80 percent 
(Figure 4-15). 
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Figure 4-13 
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Figure 4-15 
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• Per capita consumption is up among the "mom" demographic of25--49 year-old 
women from 20.4 to 22.2 ounces per week in 2005 (Figure 4-11). 

• "Trying to lose weight" is the number two reason women cited for "drinking more 
milk" (Figure 4-16). 

• Additionally, based on the Fluid Milk Board's marketing mix analysis, the program's 
three main marketing activities-public relations, television advertising to moms and 
print advertising to moms-were focused almost exclusively on this message in 2005. 
These activities appear to have driven the highest levels of incremental volume at 
greatest efficiency. 

Growth of Vended Milk Business 

This business area report shows the Fluid Milk Program's positive results of more than 6 years of 
research and business development activity in milk vending. The Fluid Milk Board first 
identified milk vending as an underutilized channel and important growth opportunity in 1999. 
Though a relatively small portion of total sales volume (less than 3 percent), vending continues 
to represent solid potential for growth. This activity was designed to create new opportunities 
for sales and consumption where the industry's competitive position has been historically poor, 
but where milk needs to be more present in the marketplace (away·from·home consumption). 

Since that time the Fluid Milk Board has invested over $3 million to build this area of the 
business. Among the key measures of the impact of these activities are: 

• In 2003 and 2004 (last years for which full sales figures are available), milk sales 
growth in vending outpaced all other vended foods and beverages, in a period in 
which the vending industry was flat or declining (Figure 4-17). 
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Figure 4-16 

Figure 4-17 
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• Vending operators, who in previous research indicated that they believed milk 
vending was a business area with little or no growth potential, have experienced a 
significant tum-around in their attitudes toward milk with more than half of all 
company executives surveyed agreeing that milk vending was likely to grow in the 
next year. 

• Finally, a critical subset of the vending story is the growth of milk vending machines 
in the nation's schools, estimated at approximately 8,000 vending machines in over 
7,300 schools nationwide. This growth is primarily due to the efforts of the dairy 
industry over the past five years from both Dairy Management Inc. and the Fluid 
Milk Board, and contributes to national efforts in both the public and private sectors 
to persuade young people to make healthier food and beverage choices. 

Summary of Program Effectiveness 

Overall, in this highly competitive beverage marketplace where the milk industry is significantly 
disadvantaged against key competitors, the fluid milk program in 2005 was effective in driving 
incremental volume and mitigating the long-tenn loss of market share. The program advanced 
its effectiveness by focusing on new ideas such as science supporting the positive impact of milk 
consumption on maintaining a healthy weight and by promoting milk as a viable product for new 
channels of distribution such as vending. 

The program remains a good example of how Congress can promote and support national health 
and nutrition goals and the economic strength of a critical industry segment by enabling an 
industry to fund the programs it needs to sustain itself with no net cost to the taxpayer. 

Despite decreases in the spending levels of the program, increased spending by beverage 
competitors, and additional declines in the Fluid Milk Board's purchasing power due to higher 
media costs, the Fluid Milk Program generated a higher volume of incremental sales (up 15 
percent) and a higher retail impact of investment (Rll) than the previous year ($7 for every $1 
spent vs. $5.50 for every $1 in 2004). The increase was primarily attributable to increases in 
program efficiency. 

As in the past, the program has demonstrated its ability to change consumer behavior. Per capita 
consumption among 25-49 year-old women improved in 2005, in response to the Fluid Milk 
Program shifting the majority of its resources to this target to promote the weight-loss benefits of 
milk consumption. This new benefit, tied to recent scientific and medical research, has proved 
an effective message for the Fluid Milk Program in persuading moms to reconsider and increase 
their consumption of milk. 

The Fluid Milk Program continues to promote the milk industry by supporting the Federal 
nutritional goals-as well as the nutrition goals outlined in the Dietary Guidelines for Americans 
and the Food Guide Pyramid. The Fluid Milk Program is a national marketing voice for milk in 
a marketing environment restricted by a high degree of Federal and State regulation that helps to 
maintain the strength and stability of the milk industry to the benefit of the nation's health. 
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Part III - National Dairy Promotion and Research Program: Highlights by 
Dairy Management Inc. 

This section, prepared by Dairy Management Inc. (DMI), the staff of the National Dairy Board, 
will examine the impacts of the National Dairy Promotion and Research Program (National 
Program) during the past year. The goal of the National Program is to leverage dairy producer
funded activities to drive increased sales of and demand for U.S. dairy products and ingredients, 
domestically and internationally. Since the program's inception in the early 1980s, the per capita 
consumption of dairy has climbed to 592 pounds in 2004 compared to 522 in 1983, according to 
the United States Department of Agriculture (USDA). For dairy farmers to produce - and 
Americans to have available - safe, plentiful and affordable dairy products and ingredients it is 
critical that markets for dairy continue to expand, sales increase, and producers continue to invest 
in the National Dairy Promotion and Research Program. 

This goal is accomplished through: (I) dedicated teams that are funded and directed by dairy 
producers who partner with dairy and food industry leaders and innovators on nutrition, research 
and marketing efforts to drive sales; (2) outreach programs to kids to reverse the long-tenn 
downward trend of fluid milk consumption with this age group including innovative solutions 
such as the adoption of single-serve plastic milk bottles in the nation's schools and national 
restaurant chains; and (3) discovering new uses for cheese, dairy proteins, and other components. 

Three Seniings A Day of Dairy 

The National Dairy Promotion and Research Program developed the 3-A-Day ofDairy
1

M 

nutrition-based marketing and education program to communicate the health benefits of eating 
three servings of milk, cheese or yogurt daily. 

In January 2005, the U.S. Department of Health and Human Services and USDA announced the 
new Dietary Guidelines for Americans, that raised the recommended 2-3 servings to 3 servings 
of low-fat and fat-free dairy foods every day-the first time that dairy recommendations have 
changed in 20 years. The new Federal guidelines are the basis for many Federal feeding 
programs, as well as health professional recommendations. The 3-A-Day of Dairy™ program is 
an easy actionable way to ensure Americans get several important nutrients. This initiative 
includes education efforts and partnerships with health professionals, manufacturers and 
retailers. 

To date, 3-A-Day of Dairy™ has achieved unprecedented accomplishments demonstrated 
through growth in sales, support, and awareness with a variety of influential audiences. Below 
are a few highlights of this effort: 

• Overall awareness of3-A-Day of Dairy™ increased from 19 percent to 66 percent in just 
2 years. (Source: GFK Media Tracker) 

61 
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• Based on the National Dairy Promotion and Research Program's 3-A-Day of Dairy no, 
industry partners invested more than $25 million in marketing, education and consumer
directed efforts. (Source: J. Brown & Associates) 

• 3-A-Day of Dairy™ awareness and logo recognition helped to increase consumer 
knowledge ofUSDA's recommendation for 3 servings of dairy a day. People responding 
to "3" as the correct number of servings increased from 19 percent to 44 percent in three 
years (Figure 4--18). (Source: GFK Media Tracker) 

• Among health professionals, the 3-A-Day of Dairy™ program has reached more than 50 
percent awareness. Producer funded research shows that a majority of dietitians, family 
practitioners, and pediatricians recommend at least 3 servings of dairy a day for all ages 
and life stages. (Source: GFK Media Tracker) 

• In a poll conducted by DMI, 76 percent of moms surveyed recalled 3-A-Day of Dairy's" 
connection to weight loss. (Source: GFK Media Tracker) 

• According to an independent marketing mix analysis, the 3-A-Day '™efforts delivered 1.4 
billion pounds of milk equivalent at retail; added 3 percent of cheese, 2 percent of fluid 
milk and 4 percent of yogurt retail sales volume. (Source: Marketing Mix Analytics) 

• There are more than 2.5 billion qualified packages carrying the 3-A-Day ofDairy
1
"' logo. 

(Source: DMI Industry Survey) 

3-A~Day of Dairy'™ for Strong Bones and Weight Management 

Based on dairy producer-funded research, DMI works closely with major reputable health 
organizations such as the American Academy of Pediatrics, the American Dietetic Association, 
the American Academy of Family Physicians, and the National Medical Association to 
encourage their clients to enjoy 3 servings of dairy each day for stronger bones. The U.S. 
Surgeon General concurs with this recommendation based on the dairy producer-funded 
sound science. 
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In addition, a growing body of evidence supports the connection between weight management 
and 3 servings of dairy a day. Clinical studies (complete list of study citations is available at: 
www.nationaldairycouncil.org/NationalDairyCouncil/Healthyweight/Science.htm) suggest that 
including 3 servings of dairy a day as part of a reduced-calorie diet may help people lose more 
weight and more fat than just cutting calories alone. 

Checkoff-funded research supporting dairy foods' role in weight management continues to grow. 
Branded companies are using the science to increase sales of their products. For example, in 
2005, according to a large consumer company's annual report, retail sales grew 24 percent for I 
major yogurt manufacturer due to advertising efforts that focused on yogurt as a great choice for 
consumers managing their weight. The yogurt category as a whole continues to see strong 
growth as evidenced in Figure 4-19. 

Recapturing Milk as Kids' "Beverage of Choice" 

Efforts to build lifelong dairy consumers start at childhood. Offering kids a different milk 
experience at school can influence them throughout their lifetimes. The National Dairy 
Promotion and Research Program is making aggressive efforts to address the high percentage of 
children ages 9--19 who do not meet the recommended daily intake of3 servings a day. For 
example, according to the March 2005 USDA Pyramid Servings Intake, Community Nutrition 
Research Group, 83 percent of teenage girls ages 12-19 are not consuming the recommended 3 
servings of dairy a day. Similarly, 68 percent of boys in the same age group are not consuming 3 
servings of dairy a day. Milk consumption among children continues to decline with significant 
volume lost at school. Producer-funded research shows that children will drink milk if it's 
offered in plastic bottles, in flavors, and at a colder temperature. 
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To help identify and build opportunities in the school channel, the National Dairy Promotion and 
Research Program utilized a School Account Development Process that strategically targets the 
top school districts. Approximately 70 promotion program staff members are in place 
throughout the country and serve as a "consultant" to school districts and their school nutrition 
directors, educating them about the nutritional and financial benefits of school milk programs. 

For example, through the adoption of the New Look of School Milk (NLSM), more than 3,700 
schools across the country are providing nearly 2.5 million students with a nutritional product 
they also find appealing and tastes great (Figure 4-20). NLSM is based on the highly successful 
School Mille Pilot Test, funded through the National Program that was conducted in 2002 by the 
National Dairy Council® and the School Nutrition Association. Results confinned that more 
children drink milk when it's served in plastic bottles, served cold in a variety of flavors, and 
made widely available on the meal line, a la carte and in vending machines. To date, the NLSM 
program has resulted in approximately 30 million incremental pounds of milk being consumed 
according to individual school reports and the 2002 New Look of School Milk Pilot Test. 

The National Dairy Promotion and Research Program staff is working proactively with schools 
in the education of how dairy producer-ftmded efforts and nutrition research may play a role in 
School Wellness Policies. These wellness policies help to ensure that children learn practical, 
lifelong lessons about the balance of good nutrition and physical activity. Each school district is 
required by law to have a Wellness Policy by July 2006. Because low-fat and fat-free dairy 
foods are one of 3 food groups that Americans are encouraged to eat more of, the inclusion of 
milk, cheese and yogurt in the school environment and school wellness policies will help drive 
better nutrition for children. In a recent infonnal Web-based survey at www.3aday.org among 
4,000 moms, 92 percent said they were comfortable with their child drinking flavored milk at 
school. 
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In the foodservice sector, the National Program has forged strong, innovative gartnerships with 
fast~food restaurant companies such as Burger King®, McDonatds®, Wendy's , and Sonic® 
Drive-Ins to test and serve plastic single-serve milk as a viable beverage option for their 
customers. At Wendy's® and McDonalds®, according to their 2005 store level data, the efforts 
to help introduce white and chocolate milk in plastic, resealable bottles in nearly 20,000 
restaurants resulted in combined weekly sales of 5.2 million units per week compared to 690,000 
units of milk when it was offered in paper cartons. As more Americans eat away from home, the 
need to offer products they want, where and how they want them is at the heart of a continued 
strategy to fulfill unmet demand. Figure 4-21 shows the continued strong growth of milk in 
foodservice. 

The companies who are committed to growing the business see that, at a minimwn, the plastic 
and flavor conversion could add 1 billion pounds of consumption at school and foodservice 
annually if offered universally across the United States (based on foodservice, retail, and school 
estimates from DMI.) Over time, this will impact long-term consumption as these generations 
remain milk drinkers as adults. 

Meeting Unmet Demand through Exports and Ingredients 

Another area with high growth potential is the use of dairy ingredients such as milk protein 
concentrate, nonfat dry milk and whey. The National Dairy Promotion and Research Program is 
working with exporters and manufacturers to provide solutions for increased consumption of 
dairy products through innovative applications of dairy ingredients. According to the National 
Panel Diary, ingredients alone allow dairy to be part of an additional 82.3 percent of total eating 
occasions (Figure 4-22). 

ilk in Foodservice Continues to Grow 
- Now 1.7 Billion Servings 
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Customizing whey proteins for unique applications and targeting market segments with growth 
such as beverages, yogurt and sports/nutrition products was a successful strategy in 2005. The 
introduction of a new protein bar using whey protein concentrate and whey protein is9late 
resulted in an additional 500,000-1 million pounds of whey protein ingredients in the first 12 
months of the product launch according to company data. 

The National Dairy Promotion and Research Program's work with manufacturers on dairy 
ingredients has created the same effect. A major yogurt product recently generated nearly 2.5 
million pounds of incremental milk volume using the basics of milk powder in their new 
drinkable yogurt line. Another line of yogurt was developed using milk protein concentrate and 
ultra filtered milk that generated between 3 and 4 million pounds of total incremental milk 
equivalent value according to company data. Overall, the promise of yogurt continues to be 
strong as manufacturers leverage the science that supports the nutritional and weight 
management benefits of this product. 

Exports continue to be a promising opportunity for U.S. production. In 2005, there were 
significant increases in the quantities of whey solids and other nonfat milk solids sold overseas. 
Export sales totaled 751 million pounds of milk solids in 2005. U.S. whey protein exports to 
China grew from 51.4 million pounds to 151.6 million pounds in the 5 years since 2000. 

Conclusion 

In 2005, The National Dairy Promotion and Research Program's many accomplislunents paved 
the road to increased dairy conswnption. Successful outreach programs such as the development 
of nutrition and science research, the New Look of School Milk, single-serve milk at foodservice, 
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new uses of dairy as an ingredient, and the 3-A-Day of Dairy program all were possible because 
of the dairy producer-funded promotion program. 

The best way to understand the opportunities is to acknowledge that the growth of dairy in 
traditional forms - white milk in gallons, American-style and mozzarella cheese sold 
domestically - will increase but not at historic levels. Therefore, focusing on production-driven 
demand, as in the past, is not the way to drive growth. 

To increase dairy sales, there is a need to focus on the amount of unmet consumer-driven 
demand. Consumer-driven demand is characterized by products that are not currently offered 
that consumers want. The keys to continued growth will be milk in single-serve plastic 
containers, innovation in cheese products and innovative uses for cheese, expanding exports and 
enhancing the value of dairy ingredients. 
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Appendix A 
National Dairy Promotion and Research Board 

Current Member Listing 

Region I (Oregon and Washington) 

Elizabeth L. (Liz) Anderson 
Onalaska, Washington 
Term expires 10/31/2006 

Region 2 (California) 

Mary E. Cameron 
Hanford, California 
Term expires I 0/31/2006 

Deborah Dykstra 
Caruthas, California 
Term expires I 0/31/2007 

Linda P. Macedo 
Merced, California 
Term expires 10/31/2007 

Ronald L. Koetsier 
Visalia, California 
Tenn expires 10/31/2008 

Marlin J. Rasmussen 
St. Paul, Oregon 
Term expires I 0/31/2007 

Kimberly K. Clauss 
Hilmar, California 
Term expires 10/31/2006 

Margaret A. Gambonini 
Petaluma, California 
Term expires I0/31/2007 

Harvey S, Moranda 
Orland, California 
Term expires I0/31/2007 

Region 3 (Arizona, Colorado, Idaho, Montana, Nevada, Utah, and Wyoming) 

Lester E. Hardesty 
Greeley, Colorado 
Term expires 10/31/2008 

William C. Stouder 
Wendell, Idaho 
Term expires I 0/31/2006 

68 

Grant B. Kohler 
Midway, Utah 
Term expires I 0/31/2007 



Appendix A, continued 

Region 4 (Arkansas, New Mexico, Oklahoma, and Texas) 

Charles W. Bryant 
Austin, Arkansas 
Term expires 10/31/2006 

William R. Anglin 
Bentonville, Arkansas 
Term expires 10/31/2008 

Joe L. Gonzalez 
Mesquite, New Mexico 
Term expires 10/31/2007 

Region 5 (Minnesota, North Dakota, and South Dakota) 

Arion E. Fritsche 
New Ulm, Minnesota 
Term expires 10/31/2006 

Region 6 (Wisconsin) 

Carl F. VanDen Avond 
Green Bay, Wisconsin 
Term expires 10/31/2008 

Bradford A. McCauley 
Viola, Wisconsin 
Term expires 10/31/2008 

Connie M. Seefeldt 
Coleman, Wisconsin 
Term expires I 0/31/2006 

Region 7 (Illinois, Iowa, Missouri, and Nebraska) 

Douglas D. Nuttelman 
Stromsburg, Nebraska 
Term expires 10/31/2008 
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Donna L. Sharp 
Bath, South Dakota 
Term expires l 0/3 l /2008 

Rosalie M. Geiger 
Reedsville, Wisconsin 
Term expires l 0/31/2007 

Ronald Johnsrud 
Gays Mills, Wisconsin 
Term expires 10/31/2006 

James R. Bartelson 
Anita, Iowa 
Term expires 10/31/2006 



Appendix A, continued 

Region 8 (Alabama, Kentucky, Louisiana, Mississippi, and Tennessee) 

Michael M. Ferguson 
Senatobia, Mississippi 
Term expires I 0/31/2008 

Region 9 (Indiana, Michigan, Ohio, and West Virginia) 

Donald E. Gurtner 
Fremont, Indiana 
Term expires I 0/31/2006 

Carl A. Schmitz 
Wadesville, Indiana 
Tenn expires I 0/31/2008 

Alice S. Moore 
Frazeysburg, Ohio 
Term expires l 0/3 l /2007 

Region 10 (Florida, Georgia, North Carolina, South Carolina, and Virginia) 

John M. Larson 
Okeechobee, Florida 
Term expires 10/31/2007 

Region 11 (Delaware, Maryland, New Jersey, and Pennsylvania) 

Paula A. Meabon 
Wattsburg, Pennsylvania 
Tenn expires I 0/31/2007 

Joyce A. Bupp 
Seven Valleys, Pennsylvania 
Tenn expires I 0/31/2008 

Region 12 (New York) 

Ronald R. McCormick 
Java Center, New York 
Tenn expires 10/31/2008 
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Lewis Gardner 
Galeton, Pennsylvania 
Term expires 10/31/2006 

David E. Hardie 
Lansing, New York 
Term expires 10/31/2007 



Region 12 (New York) 

Edgar A. King 
Schuylerville, New York 
Term expires l 0/3 l /2006 

Appendix A, continned 

Region 13 (Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island, & 
Vermont) 

Debora A. Erb 
Landaff, New Hampshire 
Term expires l 0/31/2008 
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Appendix B 
National Flnid Milk Processor Promotion Board 

Current Member Listing 

Region 1 (Corutecticut, Maine, Massachusetts, New Hampshire, Rhode Island, and Vermont) 

Michael F. Touhey 
Dean Foods Company 
Franklin, Massachusetts 
Tenn expires 06/30/2007 

Region 2 (New Jersey and New York) 

Joseph Cervantes 
Crowley Foods, L.L.C. 
Binghamton, New York 
Tenn expires 06/30/2008 

Region 3 (Delaware, District of Columbia, Maryland, Pennsylvania, and Virginia) 

Michael F. Nosewicz 
The Kroger Company 
Cincinnati, Ohio 
Tenn expires 06/30/2009 

Region 4 (Georgia, North Carolina, and South Carolina) 

Charles L. Gaither 
Milkco, Inc. 
Asheville, North Carolina 
Term expires 06/30/2007 

Region 5 (Florida) 

James S. Jaskiewicz 
Publix Super Markets, Inc. 
Lakeland, Florida 
Tenn expires 06/30/2008 
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Appendix B, continued 

Region 6 (Ohio and West Virginia) 

William R. McCabe 
Smith Dairy Products Company 
Orrville, Ohio 
Term expires 06/30/2009 

Region 7 (Michigan, Minnesota, North Dakota, South Dakota, and Wisconsin) 

Current National Fluid Milk Board Member 

Rachel A. Kyllo 
Kemps, L.L.C. Foods, Inc. 
St. Paul, Minnesota 
Term expires 06/30/2007 

Region 8 (Illinois and Indiana) 

Brian Haugh 
National Dairy Holdings 
Dallas, Texas 
Term expires 06/30/2008 

Region 9 (Alabama, Kentucky, Louisiana, Mississippi, and Tennessee) 

Edward L. Mullins 
Prairie Farms Dairy, Inc. 
Carlinville, Illinois 
Term expires 06/30/2009 

Region IO (Texas) 

Robert M. McCullough 
H. E. Butt Grocery Company 
San Antonio, Texas 
Term expires 06/30/2007 
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Appendix B, continued 

Region 11 (Arkansas, Iowa, Kansas, Missouri, Nebraska, and Oklahoma) 

Gary L. Aggus 
Hiland Dairy Foods Company, L.L.C. 
Springfield, Missouri 
Term expires 06/30/2008 

Region 12 (Arizona, Colorado, New Mexico, Nevada, and Utah) 

Patrick R. Beaman 
Dean Foods Company 
Dallas, Texas 
Term expires 06/30/2009 

Region !3 (Idaho, Montana, Oregon, Washington, and Wyoming) 

James T. Wilcox, III 
Wilcox Farms, Inc. 
Roy, Washington 
Term expires 06/30/2007 

Region I 4 (Northern California) 

Jerry N. Tidwell 
Safeway, Inc. 
Pleasanton, California 
Term expires 06/30/2008 

Region 15 (Southern California) 

Paul W. Bikowitz 
Heartland Farms 
City of Industry, California 
Term expires 06/30/2009 
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Appendix B, continned 

Members-At-Large 

Lisa M. Hillenbrand 
Public Member 
Versoix, Switzerland 
Term expires 06/30/2009 

Randy D. Mooney 
Hiland Dairy Foods Company, L.L.C. 
Springfield, Missouri 
Term expires 06/30/2007 

Teresa E. Webb 
Farmland Dairies L.L.C. 
Wallington, New Jersey 
Term expires 06/3012007 
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Susan D. Meadows 
Dean Foods Company 
Dallas, Texas 
Term expires 0613012009 

Michael A. Krueger 
Shamrock Foods Company 
Phoenix, Arizona 
Term expires 06/30/2008 
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Regions of the National Dairy Promotion and Research Board 
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Appendix C-2 
Regions of the National Fluid Milk Processor Promotion Board 
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Appendix D-1 
National Dairy Promotion and Research Board 

Actual Income and Expenses 
FY 2004-2005 

(in $000's) 

Income 
Assessments $85,716 $88,621 
Interest 29 201 
Total Income $85,745 $91,322 

General Expenditures 
General and Administrative $3,470 $3,628 
USDA Oversight _&22 589 
Total General Expenditures $4,129 $4,217 

Program Expenditures 
Communications and Member Relations $11,595 $11,005 
Domestic Marketing 60,491 56,066 
Export Enhancement 5,483 5,443 
Hurricane Fund 0 500 
Planning and Research 3,082 2,386 
Total Program Expenditures $80,651 $75,400 

Excess of Revenue (Under) Over Expenditures $965 $9,205 

Fund Balance, Beginning of Year $4,924 $5,889 

Fund Balance, End of Year $5,889 $15,094 

Source: Independent Auditor's Report of the National Dairy Board and USDA records. 
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Appendix D-2 
USDA Oversight Costs for the 

National Dairy Promotion and Research Board 
FY 2004-2005 

2004 2005 

Salaries and Benefits $359,338 $319,403 
Travel 36,906 36,405 
Miscellaneous1 32,984 55,202 
Equipment 6,651 1,651 
Printing 3,261 4 744 
USDA Oversight Total $439,140 $417,405 

Independent Evaluation $154,543 $92,888 

Total' $593,683 $510,293 

1 Includes overhead, transportation, rent, communications, utilities, postage, contracts, supplies, 
photocopying, and Office of the General Counsel costs. 

2The totals for USDA expenses differ slightly from those shown in Appendix D-1 because of 
end-of-year estimates which are adjusted in the following year. 
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Appendix D-3 
National Dairy Promotion and Research Board 

Approved Budgets 
FY 2005--2006 

(in $000's) 

2005 2006 

Revenues 
Assessments $86,315 $86,600 
Program Development Fund Draw 2,500 5,900 
Interest 50 100 
Total Income $88,865 $92,600 

Expenses 
General and Administrative $3,721 $3,853 
Hurricane Fund 500 
USDA Oversight 540 600 

Subtotal $4,761 $4,453 

Program Budget 
Communications and Member Relations $11,596 $13,472 
Domestic Marketing 62,508 . 41,779 
Air Emissions Research 6,000 
Export Enhancement 5,460 4,890 
Research and Evaluation 2,869 3,256 
Business Plan Development Fund 13,050 
Emerging Opportunities 1,671 5 700 

Subtotal $84,104 $88,147 

Total Budget $88,865 $92,600 

Source: Budgets from the National Dairy Board received and approved by USDA. 
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Appendix D-4 
National Fluid Milk Processor Promotion Board 

Actual Income and Expenses 
FY 2004-2005 

(in $000's) 

2004 2005 

Income 
Assessments $105,728 $107,061 
Late Payment Charges 54 99 
Interest 252 276 
Other 4 510 
Total Income $106,038 $107,946 

General Expenditures 
California Refund $10,175 10,199 
Administrative 2,152 2,001 
USDA Oversight 318 256 
USDA Assessment Verification 113 95 
Total General Expenditures $12,757 $12,551 

Program Expenditures 
Media $69,508 $59,949 
Public Relations 13,312 9,979 
Promotions 9,690 9,425 
Strategic Thinking 1,864 2,092 
Medical Advisory Panel 189 210 
American Heart Association 240 16 
Research, Local Markets, and Program Measurement 2,129 1,711 
Program Management 334 145 
Total Program Expenditures $80,651 $83,527 

Excess of Revenue (Under) Over Expenditures $3,887 $11,867 

Fund Balance, Beginning of Year $16,447 $12,560 

Fund Balance, End of Year $12,560 $24,427 

SOURCE: Independent Auditor's Report of the Fluid Milk Board and USDA Records 
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Appendix D-5 
USDA Oversight Costs for the 

National Fluid Milk Processor Promotion Board 
FY200~2005 

($000's) 

2004 2005 

Salaries and Benefits $262,626 $312,353 
Travel 18,385 19,648 
Miscellaneous1 28,161 48,705 
Equipment 2,910 1,651 
Printing 3 024 5 913 
USDA Oversight Total $315,106 $388,270 

Independent Evaluation $98,375 $30,963 

Total2 $413,481 $419,233 

1 Includes overhead, transportation, rent, communications, utilities, postage, contracts, supplies, 
photocopying, and Office of the General Counsel costs. 

2 The totals for USDA expenses differ slightly from those shown in Appendix D-4 because of 
end-of-year estimates which are adjusted in the following year. 
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Appendix D-6 
National Fluid Milk Processor Promotion Board 

Approved Budgets 
FY 2005-2006 

(in $000's) 

2005 2006 

Revenues 
Assessments $104,900 $106,600 
Interest 
Total Income $104,900 $106,600 

Reserve Fund 
Carryover from Previous Fiscal Year $5,175 $5,535 
Total Available Funds $110,075 $112,535 

Expenses 
General and Administrative $2,192 2,213 
USDA Oversight 380 380 
Independent Evaluation I I 

Processor Compliance 2 2 

California Refund 10,300 IO 300 

Subtotal $12,872 $12,893 

Program Budget 
Advertising $60,695 $69,010 
Public Relations 10,285 11,810 
Promotions 10,535 11,570 
Strategic Thinking 2,155 2,305 
Medical Advisory Panel 225 330 
Research 2,020 2,095 
Medical Research 201 205 
Program Management 150 
Program Measurement 164 215 

Subtotal $86,430 $97,540 
Unallocated 10 773 1,702 

Total Budget $110,775 $112,135 

1 Independent Evaluation costs are included in Program Measurement Expenses. 
2Processor Compliance is included in General and Administrative Expenses. 

Source: Budgets from the National Fluid Milk Board received and approved by USDA. 

83 



FINANCIAL STATEMENTS AND SUPPLEMENTAL SCHEDULE 

National Dairy Promotion and Research Board 
Years Ended December 31, 2005 and 2004 

0603-0718016 



National Dairy Promotion and Research Board 

Financial Statements and Supplemental Schedule 

Years Ended December 31, 2005 and 2004 

Contents 

Report of Independent Auditors ....................................................................................................... 1 

Financial Statements 

Balance Sheets ........................................................................•........................................................ 2 
Statements of Activities ................................................................................................................... 3 
Statements of Cash Flows ................................................................................................................ 4 
Notes to Financial Statements .......................................................................................................... 5 

Supplemental Schedule 

Schedule of Reconciliation of Operations Budget ......................................................................... 10 

0603·111180l6 



Report of Independent Auditors 

The Board of Directors 
National Dairy Promotion and Research Board 

We have audited the accompanying statement of financial position of National Dairy Promotion 
and Research Board (NDB) as of December 31, 2005, and the related statements of activities and 
cash flows for the year then ended. These financial statements are the responsibility of NDB's 
management. Our res'ponsibility is to express an opinion on these financial statements based on 
our audit. The financial statements of NDB for the year ended December 31, 2004, were audited 
by other auditors, whose report dated April 8, 2005, expressed an unqualified opinion on those 
statements. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. 
We were not engaged to perlonn an audit ofNDB's interna] control over financial reporting. Our 
audit incJuded consideration of internal contro] over financial reporting as a basis for designing 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of NDB's intema1 control over financia1 reporting. Accordingly, 
we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting 
principles used and significant estimates made by management, and evaluating the overa11 
financial statement presentation. We believe that our audit provides a reasonable basis for our 
opinion. 

In our opinion, the 2005 financial statements referred to above present fairly, in all material 
respects, the financial position of National Dairy Promotion and Research Board as of 
December 31, 2005, and the changes in its net assets and its cash flows for the year then ended, in 
confonnity with accounting principles generally accepted in the United States of America. 

Our audit was conducted for the purpose of forming an opinion on the 2005 financial statements 
taken as a whole. The schedule of reconciliation of operations budget is presented for purposes 
of additional analysis and is not a required part of the financial statements. Such information has 
been subjected to the auditing procedures applied in the audit of the 2005 financial statements 
and. in our opinion, is fair1y stated in all material respects in relation to the 2005 financial 
statements taken as a whole. 

April 7, 2006 
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National Dairy Promotion and Research Board 

Assets 
Cash and cash equivalents 
Assessments receivable, net 
Accrued interest receivable 

Balance Sheets 

Fixed assets (net of accumulated depreciation of 
$139,026 and $126,730 in 2005 and 2004, respectively) 

Total assets 

Liabilities and net assets 
Liabilities: 

Due to related party - DMI 
Accounts payable 
Accrued expenses and other liabilities 

Total liabilities 

Net assets - unrestricted 
Total liabilities and net assets 

See accompanying notes. 

0603-0118016 

December31 
2005 2G04 

$ 11,596,487 $ 
8,813,977 

984 

4,544,245 
7,588,476 

184 

11,186 
$ :!G,458,188 $ 12,144,091 

$ 4,776,017 $ 
162,787 
260,096 

5,198,900 

15,259,288 

5,883,443 
236,859 
134,337 

6,254,639 

5,889,452 
$ :!G,458,188 $ 12,144,091 
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National Dairy Promotion and Research Board 

Revenues 
Assessments 
Interest income 
Total revenues 

Expenses 
Program: 

Domestic marketing group 

Statements of Activities 

Research and evaluation group 
Communications/member relations group 
Export group 
Hurricane Fund 
United States Department of Agriculture 

Total program 

General and administrative: 
DMI general and administrative 
General and administrative 

Total general and administrative 
Total expenses 

Increase in net assets 
Net assets at beginning of year 
Net assets at end of year 

See accompanying notes. 
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Years Ended December 31 
2005 2004 

$ 88,621,371 
200,678 

88,822,049 

55,901,430 
2,385,345 

11,005,496 
5,443,200 

500,000 
588,!!52 

75,824,323 

3,136,334 
491,556 

79,452,213 

9,369,836 
5,889,452 

$ 85,716,090 
28,759 

85,744,849 

60,491,075 
3,081,654 

11,595,023 
5,482,500 

659,305 
81,309,557 

2,972,207 
497,605 

3,469,812 
84,779,369 

965,480 
4,923,972 

$ 15.259,288 $ 5,889,452 
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National Dairy Promotion and Research Board 

Operating activities 
Increase in net assets 

Statements of Cash Flows 

Adjustments to reconcile increase in net assets to 
net cash provided by (used in) operating activities: 

Depreciation 
Changes in assets and liabilities: 

Assessments receivable 
Accrued interest receivable 
Accounts payable 
Accrued expenses and other liabilities 

Net cash provided by (used in) operating activities 

Investing activities 
Purchases of fixed assets 

Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

See accompanying notes. 
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Years Ended December 31 
2GOS 2004 

$ 9,369,836 $ 

12,296 

(1,225,501) 
(800) 

(1,181,498) 
125,759 

7,100,092 

(47,850) 

7,052,242 
4,544,245 

%5,480 

8,921 

80,403 
(93) 

(2,005,267) 
(196,862) 

(1,147,418) 

(1,147,418) 
5,691,663 

$ 11,596,487 $ 4,544,245 
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National Dairy Promotion and Research Board 

Notes to Financial Statements 

December 31, 2005 and 2004 

1. Organization 

The National Dairy Promotion and Research Board (NDB) was established on May 1, 1984, 
pursuant to The Dairy and Tobacco Adjustment Act of 1983 (Public Law 98-180), as part of a 
comprehensive strategy to reduce milk surplus supplies in the United States (U.S.) and increase 
human consumption of U.S.-produced fluid milk and other dairy products. The purpose of NDB 
is to establish a coordinated program of promotion and research designed to strengthen the U.S. 
dairy industry's position in the marketplace and to maintain and expand domestic and 
international markets' usage of U.S.-produced fluid milk and other dairy products. 

The United States Department of Agriculture (USDA) approved a joint venture between NDB 
and the United Dairy Industry Association (UDIA) to form Dairy Management Inc. (DMI) 
effective January 1, 1995. The purpose of DMI, a related organization, is to promote greater 
coordination, efficiency, and effectiveness and avoid incompatibility and duplication in the 
marketing programs and projects undertaken by NDB and UDIA. NDB and UDIA will jointly 
plan, develop, and implement their various marketing programs and activities through DMI, 
subject to the approval of the USDA. 

NDB funds DMI on a cost reimbursement basis. Core costs, which include staff salaries and 
benefits, travel, Board of Directors, and office operating expenses, are primarily funded by NDB, 
with UDIA funding one-half of Board of Directors and executive office costs. Marketing 
program costs, which include expenses associated with implementing the marketing programs of 
NDB and UDIA, are funded by NDB and UDIA based on the annual Unified Marketing Plan 
budget. NDB has funded DMI core costs of $15,612,201 and $15,481,616 and program costs of 
$62,259,604 and $68,140,843, for activity related to the years ended December 31, 2005 and 
2004, respectively. 

The U.S. Dairy Export Council (USDEC) is a related organization that was founded by the 
boards of both NDB and UDIA and began operations effective January 1, 1996. The purpose of 
USDEC is to improve the marketing conditions for the U.S. dairy industry with respect to the 
export of U.S. dairy products by promoting the acceptability, consumption, and purchase of U.S. 
dairy products in international markets. For the years ended December 31, 2005 and 2004, NDB 
reimbursed DMI $5,443,200 and $5,482,500, respectively, for USDEC's operations. 
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National Dairy Promotion and Research Board 

Notes to Financial Statements (continued) 

2. Summary of Significant Accounting Policies 

Basis of Presentation 

The financial statements are prepared on the accrual basis of accounting in confonnity with 
accounting principles genera1ly accepted in the United States of America (GAAP). These 
principles require management to make estimates and judgments that affect the reported amounts 
of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported 
amounts of revenues and expenses in the reporting period. Actual results could differ from those 
estimates. Net assets, revenues, and investment income or Joss are classified based on the 
existence or absence of donor-imposed restrictions in accordance with the Financial Accounting 
Standards Board in its Statement of Financial Accounting Standards (SF AS) No. 117, Financial 
Statements of Not-for-Profit Organizations as follows: 

• Permanently Restricted Net Assets are assets subject to donor-imposed restrictions 
requiring the asset be retained permanently and invested. RestrictioDs permit the use of 
some or all of the income earned on the invested assets for specific purposes. 

• Temporarily Restricted Net Assets are assets with donor restrictions that expire with the 
passage of time. the occurrence of an event, or the fulfillment of certain conditions. 
Earnings related to temporarily restricted net assets are recorded as temporarily restricted 
net assets until amounts are expensed in accordance with donor's specified purposes. 
When donor restrictions are met, temporarily restricted net assets are reclassified as 
unrestricted net assets and reported in the statements of activities as "net assets released 
from restrictions." 

• Unrestricted Net Assets are not subject to donor-imposed stipulations. Board-Designated 
Net Assets are Unrestricted Net Assets designated by the Board to be used for several 
specific purposes. The Board retains control over these net assets and may, at its 
discretion. subsequently use the net assets for other purposes. 

All net assets of the NDB at December 31, 2005 and 2004 are unrestricted. 
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National Dairy Promotion and Research Board 

Notes to Financial Statements (continued) 

2. Summary of Significant Accounting Policies (continued) 

Cash Equivalents 

Cash equivalents include all liquid investments with a maturity of three months or less at the date 
of acquisition. 

Assessments 

Assessment revenue is generated by a mandatory assessment of $.15 per hundredweight on all 
milk produced and marketed in the contiguous ·united States. Milk producers can direct up to 
$.10 per hundredweight to USDA qualified state and regional generic dairy promotion 
organizations. For the years ended December 31, 2005 and 2004, the net NDB assessment was 
approximately $.0506 and $.0507 per hundredweight of milk marketed, respectively. Assessment 
revenue is recognized in the month in which milk is marketed. 

During 2005, the Dairy Promotion and Research Order was amended to allow organic dairy 
producers, as defined, to be exempt from paying assessments. The amount of exempted 
assessments in 2005 was approximately $127,000. 

Fixed Assets 

Fixed assets consist of computer software and are recorded at cost. Depreciation and 
amortization are provided in amounts sufficient to charge the costs of depreciable assets to 
operations over estimated service lives of five years using the straight-line method. 

Contract and Grant Expense 

Expenses related to contracts are recognized as incurred. Grants for research projects typically 
require periodic reporting of project status and payments. Such payments are expensed as 
progress is achieved. 

Income Taxes 

NDB has received a determination letter from the Internal Revenue Service indicating that it is 
exempt from federal and state income taxes on related income under Section 501(c)(3) of the 
Internal Revenue Code. There was no unrelated business taxable income for the years ended 
December 31, 2005 and 2004; therefore, no provision for income taxes has been reflected in the 
accompanying financial statements related to activities of NDB. 

()603.0718016 7 



National Dairy Promotion and Research Board 

Notes to Financial Statements (continued) 

2. Summary of Significant Ae<ounling Policies (continued) 

Employee Costs 

NDB's operations are staffed by DMI employees, who receive vacation, retirement, health, and 
other benefits provided by DMI. 

3. Cash and Cash Equivalents 

Cash and cash equivalents consist of the following as of December 31: 

Operating cash in banks and on hand 
Federal agency discounted securities 

4. Assessments Receivable 

2005 2004 

$ 261,302 
11,335,185 

$11,596,487 

$ 305,034 
4,239,211 

$ 4,544,245 

Assessments receivable are recorded at the estimated net amounts to be received based on the 
amount of milk marketed and the average payment per hundredweight. In accordance with 
Public Law 98-180, NDB forwards unpaid assessments to the USDA for collection and other 
legal proceedings. As of December 31, 2005 and 2004, approximately $101,000 and $101,000, 
respectively, of cumulative unpaid assessments were at USDA pending further action. Such 
amounts are not included in assessments receivable as of December 31, 2005 and 2004, and will 
not be recorded as revenue until such amounts are ultimately received. Civil penalties exist for 
any persons who do not pay the assessment and/or file required milk marketed assessment 
reports with NDB. 
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National Dairy Promotion and Research Board 

Notes to Financial Statements (continued) 

5. Net Assets 

During 2005 and 2004, NDB's Board designated a portion of net assets for cash reserves. Total 
designations of net assets are as follows: 

Designated assets - cash reserves 
Undesignated net assets 
Total net assets 

2005 2004 

$ 1,800,000 
13,459,288 

$15,259,288 

$ 1,800,000 
4,089,452 

$ 5,889,452 

6. Transactions With the United States Department of Agriculture 

NDB reimburses the USDA for the cost of administrative oversight and compliance audit 
activities. These reimbursements amounted to $588,852 and $659,305 for the years ended 
December 31, 2005 and 2004, respectively. 

7. Litigation 

NDB and the USDA were defendants in a lawsuit that claims the Dairy Promotion Program 
established by the Dairy Promotion Stabilization Act of 1983 (the Dairy Act) violates the First 
Amendment right to free speech and free association. The lawsuit sought injunctive relief from 
the mandatory assessment fees paid to NDB on milk produced and marketed in the contiguous 
United States. These mandatory assessment fees are the primary revenue source for NDB. 
During fiscal year 2005, this case was settled in NDB and the USDA's favor. 
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National Dairy Promotion and Research Board 

Schedule of Reconciliation of Operations Budget 

Year Ended December 31, 2005 

2005 2005 
Commltments Operations 

2005Total Expensed Budget 
Ex~nses in 2004 Statement 

Organizational group expenses 
Domestic marketing group $ 55,901,430 $ 164,147 $ 56,065,577 
Research and evaJuation group 2,385,345 2,385,345 
Communications/member relations group 11,005,496 11,005,496 
Export group 5,443,200 5,443,200 
Hurricane Fund 500,000 500,000 
United States Department of Agriculture 588,852 588,852 
DMI general and administrative 3,136,334 3,136,334 
General and administrative 491556 491,556 
Total organizational group expenses ~ 79,452,213 !E 164,147 ~ 79,616,360 

This schedule reconciles the total expenses from the statement of activities presented in 
accordance with accounting principles generally accepted in the United States of America 
to those reflected in the Operations Budget Statement which is used for management's 
internal purposes. 

The 2005 commitments expensed in 2004 represent programs that management committed 
as part of the 2005 marketing plan. 

See accompanying independent auditors' report. 
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f!J ERNST & YOUNG • Ernst & Young lLP 
Sears Tower 
233 South Wacker Drive 
Chicago, Illinois 60006-6301 

Report of Independent Accountants on 
Applying Agreed-upon Procedures 

The Board of Directors and Management 
National Dairy Promotion and Research Board: 

• Phone; (312) 879-2000 
www.ey.com 

We have performed the procedures enumerated below, which were agreed to by the U.S. 
Department of Agriculture (USDA) and National Dairy Promotion and Research Board (NDB). 
solely to assist you with respect to evaluating NDB's compliance with the Dairy and Tobacco 
Adjustment Act of 1983 (the Act), the Dairy Promotion and Research. Order (Order), and the 
Agricultural Marketing Services Directive (Directive) entitled Investments of Public Funds as of 
and for the year ended December 31, 2005. NDB is responsible for its compliance with the Act, 
Order, and Ditective. This agreed-upon procedures engagement was conducted in accordance 
with attestation standards established by the American Institute of Certified Public Accountants. 
The sufficiency of these procedures is solely the responsibility of the parties specified in this 
report. Consequently, we make no representation regarding the sufficiency of the procedures 
described below either for the purpose for which this report has been requested or for any other 
purpose. 

The procedures and the associated findings are as follows: 

a. We obtained NDB's budget for the year ended December 31. 2005, and sighted the 
signature of the Secretary of the USDA. 

b. We selected four investment purchase transactions from calendar year 2005, compared 
and agreed them against their respective brokers' advices, and noted the following: 

• The investments were in either U.S. Government Securities or Federal Agency 
Securities. 

• The investments had maturity periods of one year or less. 

• The U.S. Government Securities and Federal Agency Securities were held in the 
name of NDB at the designated financial institution. 

c. We obtained the 1999 investment files and sighted various broker's advices noting that 
the investment records have been maintained for six years. 

We found no exceptions as a result of the procedures. 

0605-0142939 
A member firm of Ernst & Young Global Limited 
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E!J ERNST & YOUNG • Ernst & Voung U.P 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the above compliance. Accordingly, we do not express such an 
opinion. Had we perfonned additional procedures, other matters might have come to our 
attention that would have been reported to you. 

This report is intended solely for the information and use of the board of directors and 
management of NDB and USDA, and is not intended to be and should not be used by anyone 
other than these specified parties. 

April 15, 2006 

060S-0742939 2 



ill ERNST & YOUNG 

April 7, 2006 

The Board of Directors 

National Dairy Promotion and Research Board 
Rosemont, Illinois 

• Ernst & Young U.1' 
Sears Tower 
233 South Wacker Drive 
Chicago, Illinois 60606-6301 

• Phone: (312) 879-2000 
www.ey.com 

In planning and performing our audit of the financial statements of the National Dairy Promotion 
and Research Board for the year ended December 31, 2005, we considered its internal control to 
determine our auditing procedures for the purpose of expressing our opinion on the consolidated 
financial statements and not to provide assurance on internal control. Our consideration of 
internal control would not necessarily disclose all matters in internal control that might be 
material weaknesses under standards established by the American Institute of Certified Public 
Accountants. A material weakness is a reportable condition in which the design or operation of 
one or more of the internal control components does not reduce to a relatively low level the risk 
that misstatements caused by errors or fraud in amounts that would be material in relation to the 
financial statements being audited may occur and not be detected within a timely period by 
employees in the normal course of performing their assigned functions. However, we noted no 
matters involving internal control and its operation that we consider to be material weaknesses as 
defined above. 

This report is intended solely for the information and use of the United States Department of 
Agriculture, the Board of Directors, and management and is not intended to be and should not be 
used by anyone other than these specified parties. 

We would be pleased to discuss the above matters or to respond to any questions, at your 
convenience. 

April 7, 2006 

A Member Practice of Ernst & Young Global 
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To the Board of Directors -
lndeoendent Auditor's Report 

National Fluid Miik Processor 
Promotion Board 

Washington, D.C. 

We have audited the accompanying balance sheet of the National Fluid Milk Processor 
Promotion Board as of December 31, 2005, and the related statements of revenues, expenses 
and changes in net assets and cash flows for the year then ended. These financial statements 
are the responsibility of the National Fluid Milk Processor Promotk>n Board's management. Our 
responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit In accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that 
our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of the National Fluid Milk Processor Promotion Board as of December 31, 
2005, and the results of its operations. changes in its net assets and its cash flows for the year 
then ended in conformity with accounting principles generally accepted in the United States of 
Amerfca. 

Jn accordance with Government Auditing Standards, we have also issued reports dated March 
6, 2006 on our consideration of the National Fluid Milk Processor Promotion Board's internal 
control over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts. grants agreements and other matters. The purpose of those reports is 
to describe the scope of our testing of internal control over financial reporting and compliance 
and the results of that testing and not to provide an opinion on the internal control over financial 
reporting or on compliance. Those reports are an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing the 
results of our audit. 

Certified Public Ac.countants and Business Advisors 
4520 Eas1 We:;l Highway, Suite !i20, lh>thesda, MD 208111-3.~38 
Phone: 301-652-6700 Fax: 301-986-1028 

web: cpa~p.coni f. M;1il· .1dvin.ft<r<1hc.·lri cnrn 

BKR 
' ...... , ................. ~ ..... .... 



To the Board of Directors 
National Fluid Milk Processor 

Promotion Soard 
Page two 

~ 
......... . 
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Our audit was conducted for the purpose of forming an opinion on the basic financial statements 
taken as a whole. The supporting information included Jn the report for 2005 (Pages 11 through 
16} is presented for purposes of additional analysis and is not a required part of the basic 
financial statements of the National Fluid Milk Processor Promotion Board. Such information 
has been subjected to the auditing procedures applied in our audit of the basic financial 
statements and, in our opinion, is fairly stated In all material respects, in relation to the basic 
financial statements taken as a whole. 

March 6, 2006 
Bethesda, Maryland 

P. c. 



National Fluid Miik Processor Promotion Board 

Balance Sheet 

December 31 2005 

Assets 

Current assets: 
Cash and cash equivalents 
Assessments receivable, net of allowance for 

uncollectible accounts of $144,915 
Interest receivable 
Future year costs 
Other receivables 

Total assets 

Llabllltlea and net assets 

Cumtnt llabllltles: 
Accounts payable 

Net assets: 
Designated for contingencies 
Un designated 

Total net assets 

Total llabftltlff and net assets 

See Accompanying Noteg 
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$ 14,822,201 

11,563,165 
21,557 

5,550,801 
169,867 

$ 32.117,591 

$ 7,689,802 

2,500,000 
21,927.789 

24,427,789 

$ ~~1l lZ.§~J 



National Fluid Miik Processor Promotion Board 

Statement of Revenues, Expenses and Changes In Net Assets 

For the year ended December 31. 2005 

Revenues: 
Assessments 
Late payment charges 
Interest income 
Other 

Total revenues 

Expenses: 
Program expenses: 

Media 
Promotions 
Public relations 
Strategic thinking 
Research 
Medical advisory panel 
Medical research 
Program measurement 

Total program expenses 

Other expenses: 
Cslifornia grant 
Administrative 
USDA oversight 
USDA compliance audit 

Total other expenses 

Total expenses 

Excess of revenues over expenses 

Net assets - beginning 

Net assets - anding 

s .. Accompanying Notes 
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$ 

$ 

107,060,754 
99,131 

276, 136 
509,591 

107,945,611 

59,949,054 
9,424,612 
9,978,572 
2,091,931 
1,711,526 

210,194 
16,098 

J;M,71!l 
83,526,702 

10,199,294 
2,000,686 

256,000 
~§.;Ma 

12,551.423 

96,078,125 

11,867,486 

12,560,303 

24,4~Z,789 



National Fluid Milk Processor Promotion Board 

Statement of Cash Flows 

For the year ended December 31, 2005 

Cash flows from operating activities: 
Excess of revenues over expenses 

Changes in assets and liabilities: 
Increase In assessments receivable 
Increase In Interest receivable 
Decrease In future year costs 
Decrease in other receivables 
Decrease in accounts payable 

Net cash provided by operating activities and 
net Increase In cash and cash equivalents 

Cash and cash equivalents - beginning 

Cash and cash equivalents .. ending 

Se• Accom~1nylng Note• 
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$ 11,867,486 

(349,439) 
(15,910) 

9,239,105 
54,572 

(11,633,790} 

9,162,024 

5,§60,177 

$ J4,822,6Ql 



National Fluld Miik Processor Promotion Board 

Notes to Flnanclal Statements 

December 31 2005 

Note 1: Summary of significant accounting pollcles: 

The National Fluid Milk Processor Promotion Board (the Board) was established 
pursuant to the authority of the Fluid Milk Promotion Act (the Act) of 1990, Subtitle H 
of the Title XIX of the Food, Agriculture, Conservation and Trade Act of 1990. The 
purpose of the Board Is to administer the provisions of the Fluid Milk Promotion Order 
(the Order) established pursuant to the Act which establishes an orderly procedure for 
the development, and the financing through an assessment, of a coordinated program 
of advertising, promotion, and education for fluid milk products. 

The Act requires that a referendum be conducted among processors to determine if a 
majority favored Implementing the fluid milk program. In the October 1993 initial 
referendum, the majority of processors voted to approve the implementation of the fluid 
milk program. A continuation referendum was held in February-March 1996. Of the 
processors voting in that referendum, the majority favored continuation of the fluid milk 
program. In November 1998, another continuation referendum was held at the request 
of the Board and processors voted to continue the fluid milk program as established by 
the Order. The Act and Order state that the United States Department of Agriculture 
(USDA) will hold future referenda upon the request of the Board, processors 
representing 10 percent or more of the volume of fluid milk products marketed by those 
processors voling in the last referendum, or when called by the U.S. Secretary of 
Agriculture. On March 30, 2004, a Notice of Review and Request was published in the 
Federal Register. The purpose of the Review was to determine whether the Order 
should continue without change. No comments were received and the Order will 
continue without change. 

For financial reporting purposes, the Board is considered a quasi-governmental agency 
of the U.S. government. As such, it is exempt from income taxes under the Internal 
Revenue Code. The USDA and its affiliated agencies operate in an oversight capacity 
of the Board. 

The financial statements of the Board are prepared in conformity with accounting 
principles generally accepted in the United States of America. To facilitate the 
understanding of data included in the financial statements, summarized below are the 
more significant accounting policies. 

Assessments - Effective August 1, 2002, assessments are generated from those 
processors marketing more than 3,000,000 pounds of fluid milk per month by a 20-cent 
per hundred weight assessment on fluid milk products processed and marketed 
commercially In consumer-type packages in the 48 contiguous United States and the 
District of Columbia. Prior to August 1, 2002, the minimum monthly assessments were 
generated from processors marketing more than 500,000 pounds of fluid milk per 
month. Assessment revenue is recognized in the month in which the fluid milk product 
is processed. 

8 



National Fluid Miik Processor Promotion Board 

Notes to Flnancial Statements 

December31 2005 

Note 1: Summary of significant accounting policies: (continued) 

Late payment charges are assessed, as provided under the AcL to processors who do 
not remit monthly assessments within 30 days following the month of assessment. The 
late payment charge Is equal to 1.5% of unpaid assessments and accrues monthly. At 
no time does the Board stop accruing Interest on these assessments. For 2005, 
allowance for doubtful accounts has not been recorded for late fee charges because 
the Board's management considers all late fees to be fully collectible. 

CallfQrola grant • In accordance with lhe Act, the Board Is required to provide a grant 
to a third party equal to 80% of the assessments collected from Regions 14 and 15 to 
Implement a fluid milk promotion campaign. Disbursements under these provisions are 
recorded as "Cslifornia Grant" in the accompanying financial statements. 

Cash equivalents - For purposes of the statement of cash flows, the Board considers 
investments with an original maturity of three months or less to be cash equivalents. 

Future vear costs - Future year costs represent costs incurred for 2006 budget year 
projects. 

Assessments receivable-An allowance for uncollectible accounts has been established 
for those assessments which management has determined as uncollectible. 

Use of estimates - The Board has made certain estimates and assumptions that affect 
the reported amounts of assets and liabilities and the disclosure of contingent assets 
and liabilities at the date of the financial statements, and the reported amounts of 
revenue and expenses during the period. Actual results could differ from those 
estimates. 

Advertls!oa - In accordance With its mission, the Board has approved the development 
of direct and nondirect response advertising and promotional activities. All costs related 
to these activities are charged to expense as incurred. 

Note 2: Cash and cash equivalents: 

At December 31, 2005, the bank balance of the Board's cash deposits was entirely 
covered by federal depository Insurance or was covered by collateral held by the 
Board's agent in the Board's name. 

Cash deposits 
Repurchase agreements 
Investments 

7 

Carrying 
Value 

$11,295,987 
924,132 

2,602.082 

$14.822.291 



National Fluid Milk Processor Promotion Board 

Notes to Financial Statements 

Decenlber31,2005 

Note 2: Cash and cash equivalents: (continued) 

At December 31, 2005, the repurchase agreements were secured as to principal plus 
accrued Interest by U.S. government securities held In the respective banks' 
safekeeping account, in the Board's name, with the Federal Reserve Bank. 

The Board ts required to follow the Agricultural Marketing Service (AMS) investment 
policy. Accordingly, the Board is authorl>ed to invest in securities consisting of 
obllgattons Issued or fully insured or guaranteed by the U.S. or any U.S. government 
agency, lnciuding obligations of govemment·sponsored corporations. and must mature 
within one year or less from the date of purchase. At December 31, 2005, Investments 
consist entirely of U.S. government agency obligations. Investments are carried at cost, 
which approximates fair value. The Board's investments are held by the oounterparty's 
trust department or agent in the Board's name. 

At December 31, 2005, investments consisted of the following: 

U.S. Securities: 
FNMA discount note 

Issue 
Date 

Maturity 
Date 

10118/05 02/08/06 

Interest 
Rate 

3.96% 

Carrying 
Amount 

$2.602.082 

At December 31, 2005, the Board was owed accrued interest of $21,557. 

Included in cash and cash equivalents ts $2,500,000 of Board designated cash 
reserves. 

Note 3: Compliance matters: 

In accordance with the Act and the Order, effective one year after the date of the 
establlshment of the Board, the Board shall not spend In excess of 5% of the 
assessments collected for the administration of the Board. For the year ended 
December 31, 2005, the Board did not exceed this llmltation . 

• 



National Fluid Miik Processor Promotion Board 

Notes to Financial Statements 

Decamber 31, 2005 

Note 4: Program administration: 

The Board entered into an agreement with the International Dairy Foods Association 
(IDFA) to administer the fluid milk program. Under this agreement, IDFA engages 
outside organizations to develop programs for advertising, promotion, consumer 
education, and certain minority Initiatives. The organizations are: 

• Draft 
• Lowe & Partners Worldwide 
• Weber Shandwick Worldwide 
• Siboney USA 

Under this and related agreements, IDFA also directly provides program management, 
administrative support and employee benefits management services and leases office 
space to the Board. During the year ended December 31, 2005, the Board Incurred 
approximetely $1, 120,255 for directly provided services. At December 31, 2005, the 
Board owed IDFA $545,030 for costs billed under these agreements. 

Note 5: Commitments: 

The Board entered into an agreement during fiscal year 2000 with Walt Disney World 
Hospitalily & Recreation Corporation (WDWHRC), whereby the Board will pay 
WDWHRC $1,800,000 each year for the next six years through 2005 In exchange for 
the sponsorship and certain promotional rights at the Sports Complex In order to 
cooperatively develop programs to promote fluid milk products at Watt Disney World 
Resort. In December 2003, both parties agreed to extend the term of the agreement 
for another three years through 2009 at the previously agreed rate of $1,800,000 to be 
increased annually by the change in the Consumer Price Index. 

In 2002, the Board entered Into a five-year agreement with the Ameriean Heart 
Association. Under the agreement, the Board pays the American Heart Association 
$120,000 annually from 2002 to 2007 for use of the logo on the processors' milk 
containers. 

During 2004, IDFA and Flair Communications Agency, Inc. (Flair) agreed to submit to 
binding arbitration for Flair's claim of additional amounts due of $504, 788 with respect 
to services It performed under marketing agreements entered into by IDFA as a 
contractor to the Board. As a result of this claim, the Board accrued $504,788 in 2004 
as a potential obligation pending resolution of the binding arbitration process. In June 
2005, a decision was reached in which the arbitrator ruled that the Board has no further 
obligations to Flair. Accordingly, in 2005 lhis accrual was reversed and is included In 
miscellaneous income on the statement of revenues, expenses and changes In net 
assets. 

• 



National Fluld Milk Processor Promotion Board 

Notes to Financial Statements 

December 31 2005 

Note 6: Operating lease: 

The Board incurred $129,000 of rental expense during 2005, under a sublease with an 
automatic renewal option. For 2006, the annual lease payment under the contract will 
be $129,000. 

Note 7: Transactions with the United States Department of AgrlcuHure: 

Under the provisions of the Act and the Order. the Board Is required to pay the United 
States Department of Agriculture certain fees for oversight and evaluation costs. These 
costs were $351,443 during 2005. 

Note 8: Related party activity: 

Accounting services for the Board are performed by Rubin, Kasnett & Associates, P.C. 
(RK&A); the cost of these services was $310.000 during 2005. A principal of RK&A 
seives as the Chief Financial Officer of the Board and receives compensation for 
seivices performed. 

The Board has entered Into an employment agreement with its Chief Executive Officer 
(CEO). The agreement runs from January 1, 2004 to December 31, 2006 and provides 
for annual compensation, benefits, and increases based upon the CEO's annual 
performance evaluation. The agreement also includes provisions that woukl require 
severance payments upon early termination of the agreement. 

Included with other receivables is $143,392 due from IDFA which represents excess 
retirement plan fundings associated with the CE O's employment contract. This amount 
will be adjusted on an annual besis, and wlll be refunded to the Board upon the earlier 
of the CEO's termination or retirement. 

10 
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- Independent Auditor's Reoort on Supplementarv Information 

To the Board of Directors 
National Fluid Milk Processor 

Promotion Board 
Washington, D.C. 

Our report on our audit of the basic financial statements of the National Fluid Milk 
Processor Promotion Board for 2005 appears on page 1. We conducted our audit 
for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The supplemental information presented on pages 13 to 16 for the year 
ended December 31, 2005 is presented for purposes of additional analysis and is 
not a required part of the basic financial statements. Such information has been 
subjected to the auditing procedures applied in the audit of the basic financial 
statements and, in our opinion, is fairly stated in all material respects in relation to 
the basic financial statements taken as a whole. 

March 6, 2006 
Bethesda, Maryland 

12 

Certified Public Accountants and Business Advisors 
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National Fluid Milk Processor Promotion Board 

Schedule of Revenues and Expenses 
Actual Compared to Budget 

(Budget Baals) 

For the year ended December 31, 2005 

Unexpended/ Actual 
Amended Current Year Over {Under) 

Budget Actual Budget 

Revenue&: 
Assessments $ 104,900,000 $ 107,060,754 $ 2,160,754 
Late payment charges 99,131 99,131 
Interest income 276,135 276,135 
01her 509,591 509,591 
Carryover - prior years 5,175,000 (5,175,00Q) 

Total revenues 110.075,000 107,945,611 (2,129.389) 

Expenses: 

Program expenses: 
Program - current year 86,429,700 82,412,286 (4,017,414) 
Program - prior years 6,873,4ZO 1.114.416 a;, 12~.054 l 

Total program expenses 93,303.170 83,526,702 (9.Z76.468) 

Other expenses: 
California grant 10,300,000 10,199,294 (100,706) 
Administrative 2,192,000 2,000,686 (191,314) 
USDA oversight a~Q.QDQ a21.H~ c~a.ooZl 

Total other expenses 12.an.000 · 12,551,423 (320,577) 

Less encumbrances - prior years (6,873,470) 6,873.470 

Total expenses 99,3Q1,7QO 96,078, 125 (3,223,575) 

Unallocated budget 10,773,30Q (10,773,300) 

Excess of revenues over expenses i 11,867,486 i 11,8§7,486 

13 



For the ~r_eflded Q_ecember 31, 2005 

Expenses • 2005 budget 

Media 
Promotions 
Public relations 
strategic thinking 
Research 
Medical advisory board 
American Heart Association 
Medical research 
Program measurement 
Program management 

Total program expen&es 

National Fluid Milk Processor Promotion Board 

Current Year 
Amended 

Budget 

$ 60,695,000 
10,535,000 
10,285,000 
2,155,000 
2,020,000 

225,000 
. 

201,000 
163,700 
150.0QQ 

Schedule of Program Expenses 
Actual Compared to Budget 

(Budget Basis) 

Expended Actual Prior Year 
Current Year Over (Under) Unexpended 

Actual Budget Budget 

$ 59,816,286 $ (878,714) $ 601,151 
9,111,140 (1,423,660) 3,856,853 
9,851,429 (433,571) 433,474 
1,874,183 (280,817) 537,223 
1,418,392 (601,608) 926,243 

205,696 (19,304) 215,244 
. . 120,000 

16,098 (184,902) 139,560 
119,062 (44,638) 43,n2 

- (15-0.000) 

i 86.429.7Jll! $ 82.412.28!> Li4.017,414l L_J;"llZMZO 
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Expended Actual Total 
Prior Year Over (Under) Program 

Actual __ _ _Budoet__ -~ 

$ 132,768 $ (468,363) $ 59,949,054 
313,472 (3,543,381) 9,424,612 
127,143 (306,331) 9,978,572 
217,748 (319,475) 2,091,931 
293,133 (633,110) 1,711,525 

4,496 (210,746) 210,194 
. (120,000) 
. (139,560) 16,098 

25,654 (18,068) 144,716 

L__1, 114A1Ji i_J5.l59.l!5'!1 $ 83.52.6.702 



National Fluid Miik Processor Promotion Board 

Schedule of Administrative Expenses 
Actual Compared to Budget 

(Budget Basis) 

For the year ended December 31, 2005 

Current Year Actual 
Amended Current Year Over (Under) 

Budget Actual Bydget 

Management contract $ 320.000 s 318.040 $ (1.960) 

Board meeting expense• 350.000 230.177 (119.823) 

Staff salaries and benefits: 
Staff salaries and compensation 423,286 417,658 (5,628) 
Staff retirement benefit 42,329 22,565 (19,764) 
Payroll taxes 14,763 14,983 220 
Health Insurance 8,446 3,034 (5,412) 
Life insurance 1,442 1,608 166 
Disability Insurance 1,545 777 (768) 
Workers compensation 721 1,048 327 
Other employee benefits i.'1§§ 2300 34 

Total staff salaries and benefits 494,798 463,973 130,825) 

Finance and administration: 
Contract staff 140,000 139,955 (45) 
Financial services 3l2.000 31Q,OOO 

Total finance and administration 450,022 449,955 (45) 

other operating expanses: 
Legal 200,000 171,453 (28,547) 
AudHs 80,000 87,834 7,834 
Office fecllltles 111,000 111,000 
Support and maintenance 18,000 18,000 
Staff travel 105,000 89,899 (15,101) 
Telephone 3,000 1,979 (1,021) 

Insurance 35,000 35,940 940 
Postage and delivery 15,000 16,856 1,856 
Unallocated administrative expense JQ,202 !12.§~Q (4,622) 

Total other operating expenses 577,222 538,541 (36,§§1) 

Total 1dmlnlatratfva expanses $ ~.1!!2,000 ii ,.!;}QQ.§§§ i (19J,al~l 
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National Fluld Miik Processor Promotion Board 

Schedule of Cash Receipts and Disbursements 

For the year anded December 31, 2005 

Cash receipts from operations: 
Assessments 
Late payment charges 
Interest income 
Other 

Total revenues 

Cash disbursements for operations 

Excess of operating receipts over disbursements 

Cash and cash equivalents • beginning 

Cash and cash equivalents ·ending 

.. 

$ 106, 765,887 
99,131 

260,225 
~.803 

107,130,046 

(97,968,022) 

9,162,024 

5,660.177 

~ J4,§22,2QJ 
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Reporl on lnlernal Control Over Financial Reporting and on 

Cqmpliance and Other Matters Based on an Audif of Financial 
Slatements Performed in Accordance with 

Government Auditing Standards 

To the Board of Directors 
Natlonal Fluid Milk Processor 

Promotion Board 
Washington, D.C. 

We have audited the financial statements of the National Fluid Milk Processor PromoUon Board 
as of and for the year ended December 31, 2005, and have issued our report thereon dated 
March 6, 2006. We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards issued by the Comptroller General of the United 
States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the National Fluid Milk Processor 
Promotion Board's internal control over financial reporting in order to determine our auditing 
procedures for the purpose of expressing our opinion on the financial statements and not to 
provide an opinion on the internal control over financial reporting. However, we noted certain 
matters involving the internal control over financial reporting and its operation that we consider 
to be reportable conditions. Reportable conditions involve matters coming to our attention 
relating to significant deficiencies in the design or operation of the internal control over financial 
reporting that, in our judgment, could adversely affect the National Fluid Milk Processor 
Promotion Board's ability to record, process, summarize, and report financial data consistent 
with the assertions of management in the financial statements. We noted during the course of 
our audit one instance where a subcontractor was reimbursed for first class airfare totaling 
$548. Upon discovery, the subcontractor was contacted and a refund of $121, the difference 
between the price of a first class ticket and a coach class ticket, was obtained. 

A material weakness Is a reportable condition in which the design or operation of one or more 
of the Internal control components does not reduce to a relatively low level the risk that 
misstatements caused by error or fraud In amounts that would be material in relation to the 
financial statements being audited may occur and not be detected within a timely period by 
employees In the normal course of pelforming their assigned functions. Our consideration of 
the internal control over financial reporting would not necessarily disclose all matters in the 
internal control that might be reportable conditions and, accordingly, would not necessarily 
disclose all reportable conditions that are also considered to be material weaknesses. However, 
we believe that none of the reportable conditions described above is a material weakness. 

Certified Public Accountants and Business Advisors --4520 East West Highway, Suite 520, Bethc->da, MD 10814-3338 
Phone: 301-652'6700 Fil~: 301-986-1028 
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To the Board of Directors 
National Fluid Milk Processor 

Promotion Board 
Page two 

Compfiance and Other Matters 

As part of obtafning reasonable assurance about whether the National Fluid Milk Processor 
Promotion Board's financial statements are free of material misstatement, we performed tests 
of its compliance with certain provisions of laws, regulations, contracts and grant agreements, 
noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinior1 on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an 
opinion. 

This report is intended solety for the information and use of the National Fluid Milk Processor 
Promotion Board, management of the National Fluid Milk Processor Promotion Board, and the 
Dairy Programs. Promotion and Research Branch of the Agricultural Marketing Service Agency 
of the United States Department of Agricullure and is not intended to be and should not be used 
by anyone other than these specified parties. 

March 6, 2006 
Bethesda, Maryland 

" UA.toc<~ P.c. , 
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To the Board of Directors 
- National Fluid Miik Processor 

Promotion Board 
Washington, D.C. 

We have audited, in accordance with auditing standards generally accepted in the United States 
of America and the standards applica~e to financial statement audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the balance sheet 
of the National Fluid Milk Processor Promotion Board as of December 31, 2005, and the related 
statements of revenues, expenses, and changes in net assets and cash flows for the year then 
ended, and have issued our report thereon dated March 6, 2006. The financial state(l1ents were 
prepared in conformity with accounting principles generally accepted in the United States of 
America. 

In connection with our audit, nothing came to our attention, insofar as it relates to accounting 
matters, that causes us to believe that the National Fluid Milk Processor Promotion Board: 

• Failed ta comply with laws and regulations applicable ta the National Fluid Milk 
Processor Promotion Board; 

• Failed to comply with Section 1160.212 of the Fluid Milk Promotion Order, relating to 
the use of assessment funds for the purpose of influencing governmental policy or 
action; 

• Expended assessment funds for purposes other than those authorized by the Fluid Milk 
Promotion Act and the Fluid Milk Promotion Order; 

• Expended or obligated assessment funds on any projects prior to the fiscal year in 
which those funds were authorized to be expended by the National Fluid Milk Processor 
Promotion Board's approved Budget and Marketing Plan; 

• Did not adhere to the original or amended Budget and Marketing Plan for the year 
ended December31, 2005; 

• Did not obtain a written contract or agreement with any person or entity providing goods 
or services to the National Fluid Milk Processor Promotion Board, except as described 
below; 

Certified Public Acwunt<1nts and Business Advlsor1 

4520 East west Highway. S11ile 520. Bethesda, MO 20814·3338 
Phone: l01·652-6700 Fax· 301·986-1028 
Web: cp'111dp.co1n f 1,1,1il: .i:J;·i(C@(p,i!:dp.<otn 
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To the Board of Directors 
National Fluid Milk Processor 

Promotion Board 
Page two 

• Failed to comply with Section 1999H, paragraph (g) of the Fluid Milk Promotion Order, 
relating to the limitations on the types of investments which may be purchased by the 
National Fluid Milk Processor Promotion Board and the insurance or collateral that must 
be obtained for all National Fluid Milk Processor Promotion Board deposits and 
investments; 

• Failed to comply with internal controls, except as described below; 

• Failed to comply with disclosure requirements for lease commitments; 

• Failed to compfy with standards established requiring signed contracts, USDA approval 
letters (if necessary), contract term documentation within the file. and CFO's signature 
on the Board approval letter; or 

• Failed to comply with the by·laws of the National Fluid Milk Processor Promotion Board 
or any other policy of the National Fluid Milk Processor. Promotion Board, specifically 
as they relate to all financial matters, including time and attendance, and travel. 

However, our audit was not directed primarily toward obtaining knowledge of such 
noncompliance. 

During the course of our audit, we noted one instance where a subcontractor was paid for 
services rendered prior to having a written contractor agreement with the Board. This situation 
was discovered by the Board's management during the calendar year and subsequently 
corrected by obtaining a refund from the subcontractor. Once a contract was executed, the 
payment was reissued. We also noted one instance where a subcontractor was reimbursed by 
the Board for first dass airfare. Upon discovery, the subcontractor was contacted and a refund 
was obtained for the difference between the price of a first class ticket and a coach class ticket. 

This report is intended solely for the information and use of the National Fluid Milk Processor 
Promotion Board, management of the National Fluid Milk Processor Promotion Board, and the 
Dairy Programs, Promolion and Research Branch of the Agricultural Marketing Service Agency 
of the United States Department of Agriculture and is not intended to be and should not be used 
by anyone other than these specified parties. 

March 6, 2006 
Bethesda, Maryland 



Appendix F-1 
National Dairy Promotion and Research Board 

and Dairy Management Inc. 
Contracts Reviewed by USDA, 2005 

Advertising and Marketing Services 

Affma Corporation-Real Seale Certification Program 
American School Food Service Association-School Foodservice Publications; School Milk 
Pilot Consulting Services 
Broadcast Traffic and Residuals, Inc.-Fluid Milk and Cheese Broadcast Materials and Talent 
Activities 
Campbell Mithun (Lowe Worldwide)-Foodservice Promotion Activities 
DDB Worldwide Communications Group-Media Planning Services; 3-A-Day of Dairy 
Creative Advertising 
Dairy Farmers, lnc.-Professional Services 
Flair Communications Agency-Marketing and Program Constitution and Management 
General Mills Marketing-41 st Pillsbury Bake-off Contest; Print Media Buying 
Initiative Media Worldwide-Advertising Commission Review 
J. Brown and Associates-DMI Cheese Co-Marketing Program 
Kellogg's USA, Inc.-NASCAR Sponsorship; Joint Milk and Cereal Promotion Activities 
McDonald's Corporation-Happy Meal Promotion 
Media Management Services-School Marketing Program Support 
Media Vest Worldwide--3-A-Day Advertising Services 
Midwest Dairy Association-National Retail Account Services; Chicago School Marketing 
NFL Properties, LLC-Promotional Activities; Logo Usage Rights 
National School Board Association-Marketing Partnership 
Olson Communications-School Foodservice Merchandising Materials; Mealtime Sampler 
Activities; Milk Vending Promotion Kits; School Cafeteria Promotion Activities; Foodservice 
Program Activities; School Promotion Activities; ADA Trade Booth 
School Foodservice and Nutrition-Nutrition Magazine Inserts 
Slack Banbinger and Partners-Integrated Marketing Communications 
Team Senrices, LLC-NFL and Sports Marketing Services 
WebMD-3-A-Day Weight Loss Activities (Web-based) 
Wendy's International-Plastic Milk Container Tests; Kids Meal Promotion 
Wisconsin Milk Marketing Board-National Butter Program 
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Appendix F-1, continned 

Public Relations and Nutrition Education 

7th Wave Communications-Brag Book Video Project 
American Dietetics Association-3-A-Day Avertorial 
Association Partners Plus-Communications and Cooperative Education Projects 
Association of School Business Officials International-School Milk Marketing 
Cardon Company-Grade 2 Nutrition Education Programs 
Child Nutrition Foundation-School Foodservice Program Activities 
Cleveland Dovington Partners, lnc.-Information Technology Services and Consulting; Web 
site development (Intranet) www.Team.Dairv.com 
Dairy Farmers, Inc.-Communication Activities 
Destination Imagination, lnc.-Destination Imagination Sponsorship; 3-A-Day of Dairy Improv 
Challenge 
Edelman Public Relations Worldwide-Web site www.butterisbest.com Maintenance; DMI 
Health Professional Public Relations Program; Dairy Spokesperson Network, Nutrition 
Communications Program; Dairy Image Media Relations; 3-A-Day Public Relations
Retail/Foodservice; DMI Dairy Image Program; Centers of Influence; Healthy Weight with 
Dairy Activities 
Fleishman Hillard-Reputation Management Program 
Food, Research, and Action Center-Food Breakfast Expansion 
The Fratelli Group-Dairy Image Protection 
Health and Nutrition Network-Media Training & Consulting Services 
Healthy Schools, Inc.-Action For Healthy Kids Sponsorship 
I-Site Web Design-School Marketing Web Program 
Image Base Corporation-Video News Release Production; International School Milk 
Conference Services 
Integer Group-Dairy Producer Communications Program 
J.M. Smucker-Retwn to School Promotion Activities 
Jack Morton Worldwide-Web site Design; Web Activities 
Jerry Dryer Group-Dairy Issues Management 
Media Management Sen'ices-Pyramid Cafe/Pyramid Explorations Newsletter 
National Dairy Shrine-Dairy Scholarship Program 
Nutrition Impact LLC-Consulting 
Osborn and Barr-Communications; Industry Relations Consulting Project 
Results Direct-DMI Website Activities 
Weber Shandwick, Inc.-Issues Monitoring and Response; Crisis Communications Program 

Export 

3 A Business Consulting-Europe's Sport Nutrition Market Review 
ABC Translation Services-Technical and Safety Evaluation Assessments 
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Appendix F-1, continued 

Export. continued 

American-Mexican Marketing-Mexican Market Representation and Program Activities; 
Mexican Trade Show and Cheese Promotion Activities 
Another Color, Inc.-USDEC Publications Development and Design 
Arab Marketing Finance, Inc-Middle East Market Representation and Program Activities 
Brooke Scientific Consulting-USDEC Export Guide 
Contacts International Consulting, Ltd.-South American Market Representation and Program 
Activities 
Dairymark.com-Whey Permeate Product Supplier Study; Global Strategic Plan for Dairy 
Research; Global Dairy Industry Patent Review 
Foodtrends-Production of Training Manual and Video for Caribbean Deli Program 
Functional Ingredients Research, lnc.-Korean Whey Nutrient-Marketing Conference and 
Trade Mission 
GVI Productions-Development and Production of Promotional Video 
The Garrison Group-Consulting, Editorial, and Promotional Services 
Global Foods & Nutrition-Education Seminar and Trade Mission, Central Asia; Europe 
Newsletter 
Global Trade Information Services-Purchase of World Trade Atlas 
Grassland Media-Production of Deli Training Video 
International Dairy Foods Association-Export Manual Updates 
International Trade Senrices-lntemational Manuals Updates 
IntNet-Korean Market Representation and Program Activities; Trade 
Islamic Food & Nutrition-Halal Certification Services 
Jerry Dryer Group-USDEC Domestic Communications Plan 
Landell Mills-Update of Global Dairy Blends Study; Brazilian Market Research; Mill< Minerals 
Research; Indian Dairy Market Study; Soy and Whey Competitive Study 
Levitt Communication-International Consulting Services 
Market Makers-Japanese Market Representative & Program Activities 
Mistral Group, Ltd.-European Market Representation and Program Activities 
National Milk Producers Federation-Global and Domestic Research Activities; Fann to 
Consumer Program Activities 
PR Consultants-Chinese Market Representation and Program Activities 
Pacrim Associates-Southeast Asian Market Representation and Program Activities 
Patricia R. Fuchs & Associates-USDEC Print Project Management 
Promar International-Study Dairy Products in Russia 
Results Direct-USDEC Web site Activities www.usdec.org Activities 
Stanton, Emms, and Sia-Study of Markets for Dairy Products in Vietnam 
TCE Consulting Group-Food and Nutrition Conference Activities, Tunis 
Uniflex Marketing-Japanese Market Representation and Program Activities; Japanese Dry 
Ingredients Program 
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Appendix F-1, continned 

Exoort. continued 

World Perspectives-Market Research for Cheese in the Foodservice Sector in the Caribbean 
U.S. Whey Research Consortium-The effect of Whey Protein on Body Weight, Body Fat, and 
Health 

Market and Economic Research 

Academic Network-Food Guide Pyramid Strategic Counseling 
ARS Group-Print Advertising Evaluation 
BBDO-Pizza Qualitative Research 
Beverage Marketing Corporation of New York-Evaluation of the Effectiveness of Generic 
Milk Programs; Vending Tracking Study 
Burelle's Newsclip Analysis Service-Media Monitoring and Analysis 
CFE Solutions, Inc.- Consulting Services 
C & R Research-Educational Materials Research Evaluation 
CY Research, Inc.-Milk and Cheese Creative Testing; Dairy Weight Loss Research Awareness 
Container Recycling Service--School Recycling Project 
Custom Research, Inc.-Cheese and 3-A-Day Advertising Campaign Impact Assessment; 
Health Professional Dairy Nutrition Tracking Study 
Datacore Marketing-Database Management and Consulting 
Doyle Research Associates-Web Site Usability Qualitative Research; Business to Business 
Qualitative Research; Chocolate/White Milk Qualitative Research 
Environ-Flavored Milk Research Project 
Focus Management Services-U.S. Milk Industry School Audit 
Fresh Look Marketing Group-Top-line Random Weight Cheese Data 
GFK Custom Research-3-Day Tracking Study; Health Professional Tracking Study; 
Green House Communications-Pizza Recipe Development 
Information Resources, Inc.-Milk and Cheese Category Volume Reports 
K.A. Enterprise-African American Usage, Attitudes, and Associations with Dairy Products 
KRC Researcb-3-A-Day Tracking Survey 
Knowledge Networks-NASCAR Promotion Awareness Research; Fluid Milk Advertising 
Tracking Research/Mom•s Tracking Study 
MSW-3-A-Day Weight Loss Advertising Test; Test; Advertising Focus Group Analysis 
MangoLogic-Online Conswner Surveys 
Marketecture-Attitudes and Usage Trends Study Analysis; Tracking Activities of Public 
Opinion Toward Dairy Products and the Dairy Industry (Issues Tracker); Whey Protein Study 
Marketing Concepts-Product Innovation and Research Program 
Marketing Management-Marketing Mix Analysis 
Maskowitz.Jacobs-Conswner Interviews on Milk and Soy Preferences 
Mintel International Group-New Products Database and Market Intelligence Reports 
National Medical Association-Role of Dairy in the African American Diet 
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Appendix F-1, continued 

Market and Economic Research. continued 

National Milk Producers Federation-Domestic Research Program Activities/AnimaJ Health 
and Welfare Issues Activities 
NFO Research-INFOfast Subscription; Dairy Restrictors Research; Purchase and Analysis of 
Marketing Data 
NPD Grouir-Whey Protein Survey; Organic Milk Survey; Milk Allergen Labeling Study; 
Cheese Consumption Tracking Activity; CREST Foodservice Data; Eating Patterns Data Report; 
Food Safety and Dieting Monitor Report; Eating Trends and Beverage Study; Breakfast in 
America Report; Food World Subscription 
Peryam and Kroll-School Milk Container Test; Frozen Pizza Qualitative Study 
PHD Technologies-Whey Protein Concentrate-Processed Meat Applications 
Prime Consulting Grouir-Retail Innovation Study Results Workshop 
Promar International-School Milk Analysis and Consultation 
Promata-Leemiss Senrices-Online Advertising Activity Data 
Pursuant, lnc.-Milk-Producing Livestock Cloning/Dairy Consumption Research; Obesity and 
Healthcare Research; Dairy Production Practices Attitude Research 
RSC-The Quality Measurement Co.-3-A-Day Testing Activities 
Results Direct-Database Development 
Roper ASW-Plate Waste Study; Student Surveys 
Sachs Marketing and Research-Dairy Weight Loss Claims Study 
Spectra Marketing Systems-Marketing Research Activities 
Summit Research, Inc.-Milk Pilot Satisfaction Survey 
Talent Partners-Broadcast Traffic Services 
TDI Management-Planning Services 
Technomic-Understanding Obesity and its Foodservice Impact 
Teri Gacek Associates-Qualitative Market Research Assignments; Focus Group Testing; 
Organic Milk Focus Groups 
The Travis Company-NDC Promotional Kit Evaluation Research 
Trion Group LP-School Milk Training Project 
Turover Straus Group-Strategic Blueprint Development; Concept Development: Dairy-Based 
Salad Dressing and Spreads 
Upshot Corporation-Sales Force Outreach and Data Delivery System 
Video Monitoring Services-Broadcast Monitoring 
Western Wais-School Vending Awareness and Usage Survey 
Widener-Burrows and Associates-Qualitative Research for Chocolate Milk Program Analysis 
Wirthlin Worldwide-Producer Communications Survey; Pyramid Education Program Research 
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Appendix F-2 
National Fluid Milk Processor Promotion Board 

and International Dairy Foods Association 
Contracts Reviewed by USDA, 2005 

Contractor and Initiatives 

Susan Barr, Ph.D.-Medical Advisory Board Member Services 
Robert P. Heaney, M.D.-Creighton University-Medical Advisory Board Member Services 
James 0. Hil~ Ph.D.-Medical Advisory Board Member Services 
Rachel Johnson, Ph.D., R.D.-Medical Advisory Board Member Services 
Jeanette M. Newton-Keith, M.D.-Medical Advisory Board Member Services 
Ronald M. Krauss, M.D.-Medical Advisory Board Member Services 
American Heart Association-Certification Mark Licensing Agreement; Product Nomenclature 
Beverage Marketing Corporation of New York-Consulting/Competitive Strategy 
Development 
Blueprint Communications-Media Buy Performance Analysis 
California Milk Processor Board-Licensing Agreement 
CMGRP, Inc., d.b.a. Weber Shandwick-Public Relations Services 
Data Development Corporation-Market Research 
Draft, Inc.-Promotional Marketing Services 
Energy Infuser, lnc.-Focus Groups 
Environ International Corporation-Consulting Services and Research 
Fixation Marketing-Graphics Design 
Information Resources, lnc.-Market Analysis 
Inland Printing-Customer Service Activities 
Insight Express-Market Research 
Lowe Worldwide-Advertising Services 
Menendez International-Hispanic Market Research 
Outloud-Marketing Communications 
Potomac Digitek-www.Milkplan.org Web site Services 
P.O.V. Marketing-Consulting Services 
Prime Consulting Group-Consulting Services, Survey Analysis; Promotion Assessments 
Publicidad Siboney-Hispanic Marketing Program 
School Nutrition Association-Educational Seminars 
Snyder, Cohn, Collyer, Hamilton & Associates, P.C.-Audit Services 
Taylor Nelson Sofres-Hispanic Consumer Market Research 
Technomic, Inc.-Marketing Study and Analysis 
The Innovation Resources-Consulting Services 
Willard Bishop-Consulting Services 
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Appendix G-1 
Nutrition and Health Research Institute 
and Dairy Foods Research Centers, 2005 

Nutrition and Health Research Institute 

Genetics and Nutrition Institute 
Children's Hospital, Oakland Research Institute: Relationship of Genetics, Dietary Fat 
(Especially Dairy Fat), and Heart Disease 

Dairv Foods Research Centers 

California Dairy Research Foundation 
(University of California-Davis and California Polytechnic State University-San Luis Obispo) 
Specializes in product technology development, ingredient technology, product health 
enhancement properties, food safety, and quality assurance. 

Minnesota/South Dakota Dairy Food Research Center 
(University of Minnesota-St. Paul and South Dakota State University-Brookings) 
Concentrates on natural and processed cheese functionality and flavor, fluid milk flavor and shelf 
life, genomics of probiotic bacteria, and utilization of acid and salt whey. 

Northeast Dairy Foods Research Center 
(Cornell University-Ithaca and University of Vermont-Burlington) 
Focuses attention on developing and improving processing technologies to enhance dairy 
product quality, safety, and functionality, improving the safety of foods and processing systems, 
and modifying dairy product composition to ensure that dairy foods and ingredients remain a part 
of a healthy diet. 

Southeast Dairy Foods Research Center 
(North Carolina State University-Raleigh and Mississippi State University-Starkville) 
Specializes in milk and whey ingredient functionality, thermal and biological processing, sensory 
properties of cheese and dairy ingredients, dairy food safety, and microbial technologies for 
starter cultures and probiotics. 

Western Dairy Center 
(Utah State University-Logan, Oregon State University-Corvalis, Washington State University
Pullman, and University ofldah<>-Moscow) 
Specializes in cheese flavor and functionality, fluid milk processing~ whey and milk utilization, 
and microbial genetics and physiology. 
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Appendix G-1, continued 

Wisconsin Center for Dairy Research 
(University of Wisconsin-Madison) 
Explores functional flavor and physical properties of cheese and cheese products, whey and 
whey components, and milk components used as ingredients and as finished products, cheese 
making and whey processing and separation procedures, use of milkfat, and food safety and 
quality technology. 
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Appendix G-2 
Dairy Foods Competitive Research Activities, 2005 

Principal Investigator, Institution, and Project Title 

Valente B. Alvarez, Ph.D. (Ohio State University Research Foundation): Stability, Flavor 
Changes, and Shelf Life of PET Bottled Ultrapasteurized Milk [continued in 2005] 

Joseph E. Marcy, Ph.D. (Virginia Polytechnic Institute): Ensuring Stability ofNatamycin on 
Shredded Cheese to Prevent Mold Growth [continued in 2005] 

Charles Morr (Independent): Developing a Membrane Fractionation Process Removing 
Lactose from Skim Milk [completed in 2005] 

K. Schmidt, Ph.D. (Kansas State University): Ingredient Technology and Interactions for 
Stable, Nutritionally Designed Milk-Based Beverages [completed in 2005] 
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Appendix G-3 
Nutrition Competitive Research Activities, 2005 

Principal Investigator, Institution, and Project Title 

Leann L. Birch, Ph.D. (Pennsylvania State University): Parental Influence on Girls' Calcium 
Intake and Bone Mineral Content and Weight Statns-Phase II [continued in 2005] 

Michael D. Brot, Ph.D. (MDS Pharma Services): The Effectiveness of Dairy-Based High 
Calcium Diets in Accelerating Weight and Fat Loss Secondary to Energy Restriction in a 
Transgenic Mouse Model of Obesity [began in 2005] 

Joseph Donnelly, Ph.D. (University of Kansas Center for Research, Inc.): The Effects of Dairy 
Intake on Weight Maintenance and Metabolic Profile [continued in 2005]; Substrate Oxidation in 
Children in Response to Exercise with High and Low Intake [began in 2005] 

Penny Kris-Eatherton, Ph.D. (Pennsylvania State University): Effects of a Dairy-Rich Diet on 
Blood Pressure and Vascular Reactivity [completed in 2005] 

Christine Economos, Ph.D. (Tufts University): Wbat Predicts Dairy Intake, Bone Mass, and 
Body Composition in Early Children [completed in 2005] 

Stan Heshka, Ph.D. (St. Luke's-Roosevelt Hospital): The Effect of a Mixed Nutrient Versus a 
Single Nutrient Beverage on Energy Metabolism, Substrate Oxidation, and Indices of Satiety and 
Food Intake in Children [completed in 2005] 

Michael Huncharek, Ph.D. (Meta-Analysis Research Group and Marshfield Clinic): Effects of 
Dairy Products on Total Dietary Calcium Intake on Bone Health in Children and Young Adults: 
A Meta-Analytic Evaluation of Existing Scientific Data [began in 2005] 

Elsa M. Janie, Ph.D. (Purdue University): Potential of Dietary Whey Protein to Ameliorate the 
Development of Diabetes in the Zucker Diabetic Rat [began in 2005] 

Joan M. Lappe, Ph.D. (Creighton University): Pilot Project Preparatory to a Definitive Study 
of the Efficacy of Milk Minerals in Huruan Bone Health [began in 2005] 

Richard Mattes, Ph.D. (Purdue University): Effect of Dairy Product Consuruption on Food 
Intake and Hunger in Adult Huruans [completed in 2005] 

Edward Melanson, Ph.D. (University of Colorado): Effects of High and Low Calcium Diets on 
Fat Metabolism During and After Exercise [continued in 2005] 
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Appendix G-3, continued 

Lynn L. Moore, Ph.D. (Boston University School of Medicine): The Effect of Dietary Calciwn 
on Body Fat Levels in Children and Adults- Phase II [continued in 2005]; Dairy Intake: Its 
Determinants and Relation to a Healthy Diet [continued in 2005]; and Dietary Intake Patterns 
and Metabolic Syndrome Among Children and Adolescents [continued in 2005] 

Ratna Mukherjea, Ph.D. (Children's Hospital Oakland Research Institute): Effect of Moderate 
Dairy Intake on Insulin Resistance, Glucose Tolerance, and Body Fat in Overweight Young 
Adolescent Girls [continued in 2005] 

Mary Murphy, M.S., R.D. (ENVIRON): Flavored Milk Study [began in 2005] 

Stuart Phillips, Ph.D. (McMaster University): The Effectiveness of Milk Consumption in the 
Promotion of Resistance Training-induced Lean Mass Gains in Novice Weightlifters [completed 
in 2005]; Impact of Whey, Casein, and Soy Supplementation on Human Muscle Protein 
Turnover after Resistance Training [began in 2005]; Whey Protein Beverage Study [began in 
2005] 

Victor Shen, Ph.D. (MDS Pharma Services): The Effect of Calcium, Milk Mineral, and Nonfat 
Dry Milk on Bone Quality and Strength in Estrogen Deficient Rats [began in 2005] 

Debra Sullivan, Ph.D. (University of Kansas Medical Center): Synergistic Effect of Dairy 
Foods on Metabolism-A Mechanistic Study [continued in 2005] 

Dorothy Teegarden, Ph.D. (Purdue University): Effect of Calcium Education Intervention on 
Body Fat Mass in Adolescents [continued in 2005] 

Martha VaoLoan, Ph.D. (USDA-Agricultural Research Service-Western Human Nutrition 
Research Center): The Role of Dairy Foods in Enhancing Central Fat Loss and Weight Loss 
with Moderate Energy Restriction in Overweight and Obese Adults [began in 2005] 

Connie Weaver, Ph.D. (Purdue University): Dairy versus Calcium Carbonate in Promoting and 
Retaining Peak Bone Mass [continued in 2005]; Calciwn, Dairy, and Body Fat in Adolescents 
[continued in 2005] 

Robert Wolfe, Ph.D. (University of Texas Medical Branch): Dose Dependent Effects of Whey 
Protein on Muscle Protein Synthesis [continued in 2005] 

Michael B. Zemel, Ph.D. (University of Tennessee Research Foundation): Role of Dairy 
Components in Weight Control and Fat Loss [continued in 2005]; Role of Dairy Products in 
Weight Maintenance: Prevention of Weight Regain Following Weight Loss [continued in 2005] 
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AppendixH 
Qualified State or Regional Dairy Product Promotion, 

Research, or Nutrition Education Programs, 2005 

Allied Milk Producers' Cooperative, Inc. 
495 Blough Road 
Hooversville, PA 15936-8207 

American Dairy Association and 
Dairy Council Mid East 
5950 Sharon Woods Boulevard 
Columbus, OH 43229 

American Dairy Association and Dairy 
Council, Inc. 
219 South West Street, Suite 100 
Syracuse, NY 13202 

American Dairy Association of Alabama 
5340 West Fayetteville Road 
Atlanta, GA 30349-5416 

American Dairy Association of Georgia 
5340 West Fayetteville Road 
Atlanta, GA 30349-5416 

American Dairy Association of Kentucky 
9201 Bunsen Parkway, Suite 100 
Louisville, KY 40220 

American Dairy Association of Michigan, Inc. 
2163 Jolly Road 
Okemos, MI 48864 

American Dairy Association of Mississippi 
5340 West Fayetteville Road 
Atlanta, GA 30349-5416 

American Dairy Association of Nebraska, Inc. 
8205 F Street 
Omaha, NE 68127-1779 
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American Dairy Association of 
North Carolina 
5340 West Fayetteville Road 
Atlanta, GA 30349-5416 

American Dairy Association of 
South Carolina 
5340 West Fayetteville Road 
Atlanta, GA 30349-5416 

American Dairy Association of South Dakota 
2015 Rice Street 
St. Paul, MN 55113 

American Dairy Association of Virginia 
5340 West Fayetteville Road 
Atlanta, GA 30349-5416 

California Manufacturing Milk Producers 
Advisory Board 
3800 Cornucopia Way, Suite D 
Modesto, CA 95358-9492 

California Milk Producers Advisory Board 
3800 Cornucopia Way, Suite D 
Modesto, CA 95358-9492 

Dairy Council of California 
110 I National Drive, Suite B 
Sacramento, CA 95834-1945 

Dairy Council of Michigan, Inc. 
2163 Jolly Road 
Okemos, MI 48864 

Dairy Council of Nebraska, Inc 
8205 F Street 
Omaha,NE 68127-1779 



Appendix H, continued 

Dairy Farmers, Inc. 
166 Lookout Place, Suite I 00 
Maitland, FL 32751-4496 

Dairy MAX, Inc. 
2415 Avenue J, Suite 111 
Arlington, TX 76006-6119 

Dairy Promotion, Inc. 
Dairy Farmers of America 
P.O. Box 909700 
Kansas City, MO 64190-9700 

Georgia Agricultural Commodity 
Commission for Milk 
19 Martin Luther King Jr. Dr., S.W., Room 328 
Atlanta, GA 30334 

Granite State Dairy Promotion 
c/o New Hampshire Department of Agriculture 
25 Capitol Street, Box 2042 
Concord, NH 03302-2042 

Idaho Dairy Products Commission 
10221 West Emerald, Suite 180 
Boise, ID 83704 

Illinois Milk Promotion Board 
1701 N. TowandaAvenue 
P.O. Box 2901 
Bloomington, IL 61702-2901 

Indiana Dairy Industry Development Board 
200 W. Washington Street 
242 State House 
Indianapolis, IN 46204 

Kansas Dairy Commission 
42!0 Wam-Teau Drive 
Wamego, KS 66547 
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Louisiana Dairy Industry Promotion Board 
c/o Louisiana Department of Agriculture and 
Forestry 
P.O. Box 3334 
Baton Rouge, LA 70821-3334 

Maine Dairy and Nutrition Council 
333 Cony Road 
Augusta, ME 04330 

Maine Dairy Promotion Board 
333 Cony Road 
Augusta, ME 04330 

Michigan Dairy Market Program 
P.O. Box 8002 
Novi, MI 48376-8002 

Mid-Atlantic Dairy Association 
325 Chestnut Street, Suite 600 
Philadelphia, PA 19106 

Midwest Dairy Association 
2015 Rice Street 
St. Paul, MN 55113 

Midwest Dairy Council 
2015 Rice Street 
St. Paul, MN 55113 

Milk for Health on the Niagara Frontier, Inc. 
4185 Seneca Street 
West Seneca, NY 14224 

Milk Promotion Services of Indiana, Inc. 
9360 Castlegate Drive 
Indianapolis, IN 46256 

Minnesota Dairy Research and 
Promotion Council 
2015 Rice Street 
St. Paul, MN 55113 
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Nebraska Dairy Industry Development Board 
8205 F Street 
Omaha, NE 68127-1779 

Nevada Fann Bureau Dairy 
Producers' Committee 
2165 Green Vista Drive, Suite 205 
Sparks, NV 89431 

New England Dairy and Food Council 
1034 Commonwealth Avenue 
Boston, MA 02215 

New England Dairy Promotion Board, Inc. 
1034 Commonwealth A venue 
Boston, MA 022 I 5 

New Jersey Dairy Industry Advisory Council 
c/o New Jersey Department of Agriculture 
P.O. Box330 
Trenton, NJ 08625-0330 

New York State Department of 
Agriculture and Markets 
Division of Milk Control and Dairy Services 
10 B Airline Drive 
Albany, NY 12235 

North Dakota Dairy Promotion Commission 
2015 Rice Street 
St. Paul, MN 55113 

Oregon Dairy Products Commission 
10505 Southwest Barbur Boulevard 
Portland, OR 97219 

Pennsylvania Dairy Promotion Program 
c/o Pennsylvania Department of Agriculture 
2301 North Cameron Street 
Harrisburg, PA 17110-9408 
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Promotion Services, Inc. 
5340 West Fayetteville Road 
Atlanta, GA 30349-5416 

Rochester Health Foundation, Inc. 
c/o American Dairy Association and 
Dairy Council, Inc. 
219 South West Street, Suite 100 
Syracuse, NY 13202 

St. Louis District Dairy CoUncil 
1254 Hanley Industrial Court 
St. Louis, MO 63144-1912 

Southeast United Dairy Industry 
Association, Inc. 
5340 West Fayetteville Road 
Atlanta, GA 30349-5416 

Southwest Dairy Museum, Inc. 
P.O. Box 936 
Sulphur Springs, TX 75483 

Tennessee Dairy Promotion Committee 
9201 Bunsen Parkway, Suite 100 
Louisville, KY 40220 

United Dairymen of Arizona 
2008 South Hardy Drive 
Tempe, AZ 85282 

Utah Dairy Commission-Dairy 
Council of Utah/Nevada 
1213 East 2100 South 
Salt Lake City, UT 84106 
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Vermont Dairy Promotion Council 
116 State Street, Drawer 20 
Montpelier, VT 05620-2901 

Washington State Dairy Council 
4201 l98th Street, S.W., Suite 101 
Lynnwood, WA 98036-6757 

Washington State Dairy 
Products Commission 
4201 l98th Street, S.W., Suite 101 
Lynnwood, WA 98036 

Western Dairy Farmers' Promotion Association 
12000 North Washington Street, Suite 200 
Thornton, CO 80241 

Wisconsin Milk Marketing Board, Inc. 
8418 Excelsior Drive 
Madison, WI 53717 
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Appendix I 
2005 Fluid Milk Print Advertisements 

Active and Weight Loss Messages 
Target Audience: Moms/Women 
Source: MilkPEP/Lowe Worldwide 

Meredith Vieira Serena Williams 

Red Curtain Advertorial 

Stockard Channing 

milk. 
gour ~1el. lnse . hi! 

24 
tlJOlij • 

fl 24 ... 
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Bebe Neuwirth 

Skinny Glass Advertorial 

... 

Diane Heavin 
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Active, Bone Growth, and Bone Fractures Messages 
Target Audience: Teen Girls and Teen Boys 
Source: MilkPEP/Lowe Worldwide 

Michelle Kwan Carmelo Anthony 

Batman Joss Stone 

Donovan McNabb Lindsay Lohan 
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Donovan McNabb I 
Teddy Bruschi 

Teddy Bruschi 

Manning Family 
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Active, Bone Growth, and Bone Fractures Messages 
Target Audience: Teen Girls and Teen Boys 
Source: MilkPEP/Lowe Worldwide 

Tracy McGrady Mia Hamm 

2005 School Milk Posters 
Source: MilkPEP/Lowe Worldwide 

Ab::xJt iS% of }"OUr hl:lght 1$ 
~ asa tun and ml< /'H!:lps. 

Tracy McGrady 
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Jason Kidd 

Crowd
pleaser. 

.-,"'"' •;[ 

Milt has~-~ nutrients 
ac:tlw bodies need. 

Kelly Clarkson 

ilbo.lt 15% of)'Ola' hdttd:; is 
tldcXd as a tan end rrillk hdps. 

Donovan McNabb 
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2005 Got Milk?.INBA• Rookies of the Month/Rookie of the Year 
Source: MilkPEP/Lowe Worldwide 

o:o:.::!':!:...=::;::'£..::-... -...... -··-,: .. -~-·-
-·----·· ijOl~l ---

January 
Ben Gordon/J.R. Smith 

__ .. __ ...... 
'!l--==.-=-=-""::2,s'.-l' -·--·-:;..1 

"""' 
April 
Emeka Okafor/ 
Shaun Livingston 

Rookie of the Year 
Emeka Okafor 

February 
Ben Gordon/J.R. Smith 

_ .. _____ _ 
-::..'"=.~iE..'"?!-:.:E:=::::: 

qdd! 
November 
Devin Harris/Emeka Okafor 
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~~~~~~;i~.;:~ -
March 
Ben Gordon/J.R. Smith 

December 
Beno Udrih/Emeka Okafor 
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Contest/Sweepstakesffrade Advertisements 
Source: MilkPEP/Lowe Worldwide 

Healthy Schools 
Challenge 

Rolling Stone winner, 
Nathan Fernandez 

Karen Johnson Trade Ad 

2006 SAMMY Kickoff 
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Win With Milk Contest 
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Hispanic Advertisements 
Source: MilkPEP/Slboney, U.S.A. 

Dr. Al za Giselle Blondell Shape 

People En Espanol Nuestra Gente 
People En Espanol 

24/24 Leche POS 
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2005 Promotions and Public Relations Materials 
Source: MilkPEP/DRAFT and Weber Shandwick 

,-, ·' 
New View of You POS 

Get the Cuves You Want 
POS Reference Sheet 

Healthy Schools Challenge 

Flavored Milk Brochure 

Get the Curves You Want POS 

Milk Mustache Mobile Tour 
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Get the Curves You 
Want Website 

FU8\.,~ 
~Jl'l!t:~l~ 

fe1>r11<1r'i' 

Fuel Up With Milk 
Online Auction 

Great American 
Weight Loss Challenge 



Appendix I, continued 

2005 Television Advertisements 
Source: MilkPEP/Lowe Worldwide 

"Skinny Glass Slide" (:30 TV spot) 

"Skinny Glass Calendar" (:30 TV spot) 

"Skinny Glass Cartwheel" (:30 TV spot) 
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Notes to Reviewers for 2006 Report to Congress on the National Dairy 
Promotion and Research Program and the National Fluid Milk 

Processor Promotion Program 

(!) Appendix E-1 - The National Dairy Promotion and Research Board (Dairy 
Board) Independent Audit has been approved by the Dairy Board Finance 
Committee but has not been approved by the full Dairy Board. The draft audit is 
a place holder and the full Board is expected to approve the audit at its 
July 11, 2006, meeting. 

(2) Appendix E-1(pages84-99) and Appendix E-2 (pages 100-125) were received 
via write-protected file from the Board auditors. The print contractor will 
paginate the audits electronically in the final printed version. 

(3) Page iii- [FPO- recycle symbol]-Print contractor will add recycle image 
electronically. 

( 4) The final report will be issued in full color. 

For questions regarding the report, please contact Michael Johnson at (202) 306-1747 or 
by email at michael.johnson2@usda.gov. 
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and Research Program 
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National Fluid Milk 
Processor Promotion Program 
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Contact Information 

To obtain additional copies of the 2006 Report to Congress on the National Dairy Promotion and 
Research Program and the National Fluid Milk Processor Promotion Program and the complete 
independent analysis of the programs, please contact: 

Promotion and Research Branch 
Dairy Programs, Agricultural Marketing Service, USDA 
Stop 0233, Room 2958-South 
1400 Independence Avenue, SW 
Washington, DC 20250-0233 
(202) 720-6909 
http;//www.ams.usda.gov/daia/dairyrp.htm 

To obtain copies of the complete independent analysis report or for questions on Chapter 3, 
please contact: 

Harry M. Kaiser, Ph.D. 
Cornell Commodity Promotion Research Program 
Department of Agricultural, Resource, and Managerial Economics 
Cornell University 
349 Warren Hall 
Ithaca, NY 14853 
(607) 255-1620 

To obtain copies of or for questions on the Fluid Milk Market and Promotion Assessment by 
Beverage Marketing Corporation ofNew York, please contact: 

Gary Hemphill 
850 Third Avenue, 14"' Floor 
New York, NY 10022 
(212) 688-7640 

For additional information about the National Dairy Promotion and Research Board and Dairy 
Management Inc., please contact: 

National Dairy Promotion and Research Board 
Dairy Management Inc. 
10255 West Higgins Road, Suite 900 
Rosemont, IL 60018-5616 
(847) 803-2000 
http://www.dairyinfo.com 
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For additional information about the National Fluid Milk Processor Promotion Board, please 
contact: 

National Fluid Milk Processor Promotion Board 
1250 H Street, NW, Suite 950 
Washington, DC 20005 
(202) 737-0153 
http://www.whymilk.com 

The U.S. Department of Agriculture (USDA) prohibits discrimination in all of its programs and 
activities on the basis of race, color, national origin, age, disability, and where applicable, sex, 
marital status, familial status, parental status, religion, sexual orientation, genetic information, 
political beliefs, reprisal, or because all or part of an individual's income is derived from any 
public assistance program. (Not all prohibited bases apply to all programs.) Persons with 
disabilities who require alternative means for communication of program information (Braille, 
large print, audiotape, etc.) should contact USDA's TARGET Center at (202) 720-2600 (voice 
and TDD). 

To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, 
1400 Independence Avenue, S. W., Washington, D.C. 20250-9410, or call (800) 795-3272 
(voice) or (202) 720-6382 (TDD). USDA is an equal opportunity provider and employer. 

Report printed on recycled paper [FPO - Recycle symbol] using vegetable-based ink. 
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Executive Summary 

The enabling legislation of both the producer and processor dairy promotion programs 
(7 U.S.C. 4514 and 7 U.S.C. 6407) requires the U.S. Department of Agriculture (USDA) to 
submit an annual report to the House Committee on Agriculture and the Senate Committee on 
Agriculture, Nutrition, and Forestry by July 1. The producer and processor programs are 
conducted under the Dairy Promotion and Research Order (Dairy Order) (7 CFR § 1150) and the 
Fluid Milk Promotion Order (Fluid Milk Order) (7 CFR § 1160), respectively. This report 
includes a description of activities for both the producer and processor programs and summarizes 
activities of the national fluid milk programs. An accounting of funds collected and spent, an 
independent analysis of the effectiveness of the advertising campaigns of the two programs, and 
an industry-commissioned review of fluid milk markets and program operations are included. 
Unless otherwise noted, this report addresses program activities for the fiscal period January I -
December 31, 2005, of the Dairy Promotion Program and the Fluid Milk Processor Promotion 
Program. 

Producer Dairy Promotion Program 

The Dairy Production Stabilization Act of 1983, as amended, (Dairy Act) (7 U.S.C. 4501, 
et seq.) authorized a national producer program for generic dairy product promotion, research, 
and nutrition education as part of a comprehensive strategy to increase human consumption of 
milk and dairy products. Dairy farmers fund this self-help program through a mandatory 15-cent 
per hWidredweight assessment on all milk produced in the contiguous 48 States and marketed 
commercially. Dairy farmers appointed by the Secretary administer the national program 
through the National Dairy Promotion and Research Board (Dairy Board). The Dairy Act 
provides that dairy farmers can receive a credit of up to 10 cents per hundredweight of the 
assessment for contributions to qualified State or regional dairy product promotion, research, or 
nutrition education programs (Qualified Programs). 

The Dairy Order became effective on May l, 1984. The Dairy Act required the Secretary of 
Agriculture to conduct a referendum among dairy fanners by September 30, 1985, to determine 
ifa majority favored continuation of the program. Nearly 90 percent of the dairy fanners voting 
in the August-September 1985 referendum favored continuing the program. USDA held a 
second referendum on the dairy promotion program in August 1993. Approximately 71 percent 
of the dairy farmers who voted in the referendum favored continuing the program. USDA will 
hold future referenda at the direction of the Secretary or upon the request of at least 10 percent of 
the affected dairy farmers. 

Mandatory assessments collected under the Dairy Act totaled $273.5 million in 2005. The Dairy 
Board portion of the revenue from the 15-cent per hundredweight producer assessment was 
$86. l million for 2005, and Qualified Programs revenue from the producer assessment was 
$187.4 million for the same year. Expenditures by the Dairy Board and many of the Qualified 
Programs are integrated through a joint process of planning and program implementation so that 
the programs on the national, regional, State, and local level work together. Details of the 2005 
activities of the dairy producer program can be found in Chapter 1. 

1 
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USDA 
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United States Department of Agrlculture 

Offie9 of the Secretary 
Washin91on, D.C. 20250 

The Honorable Robert Goodlattc 
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Dear Mr. Chairn1a.r1: 
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Jn accordai1ce \Vi'th the Dairy Prodoction Stabilization ;\ct of 1983 (7 lJ.S.C. 4514) mid 
Ult' Fluid Milk Promotion Act of 1990 (7 U.S.C. 6407), enclosed is tl1e 2006 Annual 
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Secretary 
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emergei1cy respo11se activities. 

,.\s \Ve \\.'<)rk to acct'!lerate these etTorts, \Ve stand reaJy to provide yo11 and yo11r statf \Vith. any 
aLiditional jnforn1ation and brlefi11gs you may r<:quire. Si111ilar reports are being se11t to 
Congress111an Henry Bonilla, C'.ongress ... vornan Rosa L)cLauro, ru1d Se11atoi: Robert F. Be"ruu;tt. 

Sinc.erel.y. 

A'_;f<;L-~~-
Mike Johanns 
Secretary 

Enclosure 



llnited States Department of Agriculture 
Animal Health tvlonitoting and Sun'eiflance Status 

uftbe NatioqaJ Aniruit.I J.dl'ntification S}'stem 

i\s requested in the House Repr1rt accoinpanying the fiscal year (FY) 2006 Agriculture 
t\pp1\'Jpriatio11s Bill, this docu1nent pr1-1'vides an updated st.nnrnary of .1ctions and an .1ccounting of 
f11nds by the lJ.S. Dt·pru1ment of Agric.ulture's (llSl)A) i\ni111al a11d Plant Health Inspection 
Service (.l\P1JIS) to\vard the iu1plrrr1entatio11 nfthe National !\11in1al Jdentificati0n Systen1 
(NAIS). 

BACKGROUND: 

NAIS is a cooperative Statc-f.'ederal-i11dustry t1rogram to standru-dize nnd expand anin1al 
idf'11tification. The ultimate Jong~ten11 goal ofN.A..IS is to provid.e anin1al l1ealth oilicials Y\.'ith the 
capability to identify ;i/J 3nimal:'> and pre1nise.s th;1t hoi\•e had direct <.~onlact \vjth a disease i)f 
conc~111 withi11 48 hours after distovery. 

On .'\pril 27, 2004, $18.8 111illion \Vas transtCrred from the Com1nodity Credit Corporation 
(CC'C) ro APHJS to initjare in1p!ement3tion of che NAlS. Of the funding ~vailable, 
ap1)roximately $14.5 n1itlhn1 'A'~ts used tt1 establish CO()perative agreen1ents \\1th or prO\'ide jn
ki11d services to States and cfril1es to focU."i their activities l)TI registering prtn1ises using eitl1er 
USDA's Standardized !1remises Registration Systcn1 (Si:'RS), or 01le c}fll1e con1plianr systerus 
:1\1nilable. Sixteen prt1jects -...vere funded to evalriate and test the practicality ofva1ious 
rechnologies th.:1t can be used by stakeholders in identifying anin1a1s and auton1ating Lhe 
l..'.ollcction of animal iderltitication numbers as animals m0ve through various sectors of the prc
harvest i1r.Jduction chain. ·r11e Cl'(' li.1nding "vas also used for ec_1n11nunications a11d outreach to 
111erease awareness of the purpose of the N.4.TS. 

The FY 2005 l~onsolidated r\ppropriations .6i.ct included approximately $33 million to APHIS to 
contit1ue in1ple111en~ing the NAIS. API-118 •)b]igated appr<)Ximately $14.8 t11iliion of this tUnding 
on C<Jopcrati\'e agreements and in-kind servi1:es f<1r State and Tribal governn1e11ts to c-ontit1l1e 
registcrirlg prenlises .. ~n additional $7. l 1nillion was used to support the NAlS infl1rmation 
system, including tl1e developmc11t, rnainten.ance, and operations of the SPRS and tJ1e AnimuJ 
Identification Nu1nh~ring (AlN) f\..fanagement S3 .. stem. and the." inteh:rration of the N,\JS v • .;th 
('the1· exisLing database~ that st1pport animaJ disease pr0gran1s. Ofth4;) remaining fw1ds, 
appruximately $4.3 million \.Va5 •Jbligatcd for co111111unicatio11 and <.1utreai:h f'iforts and s-taff 
support. 1\pproximately $6:7 miHit)n was carried over ll1l0 F)' 2006 tbr addititinal cr1operative 
agreements and in-kind sc-rvlces for States and Tiibe:-;, as \Vell as inJ\)r111ati('l1 lt:chnology 
dcvelopme.nt and trai.r.Ung. 

CURRENT AND FUTURE PLANNED ACTIVITIES: 

Tl1e FY' 2006 Agriculture Api)ropriations Act included approximately $33 million for NAIS. Of 
the amou11t availablt! .. '\PI-flS allocated to use $9.2 1nil1ion to supp(_)ft infonnati<)li techno1ngy 
(lT) il1frastroctvri;: and approxin1areJ_v SJ 8 rriillion for r1_101>era1ive- agreen1t'nts •vith States and 
'f'ril1es and in-kind services tt) :;upport N.t\IS intcgratil111 'A<'ith disease eradi.;:ati011 and control 
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~1rogran1s. APHIS also allocated $3.7 million in outreach and education activities; and $2.1 
million for staff SH\lport, materials, equipment, and travel. 'fhr()ugil Setltetnber 2006, r\PfIIS h;is 
obligated approximately i)2.47 milliort on IT y,1L1rk and support; $1.8 u1illion on c11mn1unicatio11s 
and outreach; anJ $1 _8 rnjJJjun on sraff and materials. ('0tlperntjve a.gJee111ents are stjJJ heing 
j.lr:1ftcd, a11d many \Viii be.-: obligatt:d <luting tl1e next fev; ttll"'llths .. ..\s \If September ~fJ06, 50 
Stn!es, 2 territories, ~~nd S tribe'~ .:ire operational on a premises registration S)'Sten1, and 
approxi.mately 31 S,000 prentiscs have been registered. 

111 addltiL1n to .supporting the registration of pren1ises, ,-\PHIS has also begun rolling out the next 
ph1.tsc of the voluntnry N,\JS-individual animal idc-ntitication. ·rhis phase encompasses the 
evalti.ati011 and ai.11lrova! of identification devices, tJ1c aJlocation of AIN's to apprO\'ed tag 
n1anufact11rers. and the disrributio11 of ,t.,,IN tags to producers. On .iv1arch 9, 2006, llSD.I\. 
annouuceJ plans to br:giu allocating .4.fNs to rag n1a11ufacrurers to initiate the process uf 
appro1;i11g visual idcntiticati<)fi tags for use under the NAlS. paving tht• way for distribution of 
these ta.gs to producers. 1'1lt: use of :\TNs \V"ith oth~r t}~.'\ of identification derices (e.g., 
implants) used in i'Jther species \\'ill be considered as the N.r\IS species \1,·orking groups fi11ali7.e 
the-ir recomme.udatiDns ft)r utilizing the . .\.JN. Durjng the third quarter off'Y 2006, thC" use of 
ani1nal identificatitHl tags \verc implen1entcd in disease control and eradication progran1s, such as 
Si..:rnpie, Chronic Wasting l)isease, and 'l'uherculosis. As of ;\ugust ~006. LIS"D . .\ hrtd authorized 
111anufac.turers [Ll produce .~IN tags for general use in the NAJS. 

lJSD/\ is providing fin O!lt1on for producers to 11se supplemental identification n1ethods or 
teciu1Dlogies (e.g., radio-frequ~ncy and biotnetrics) that enhance the utility of AIN tags. 
Supplemental identificatio11 methods ('11' technologies are optional and n1ay vary an1l1ng spec.ics. 
T11 ensure co111patibility and uniti.1rmity are achieved in the nation.al program, API-IfS wlll 
cstablis11 techno/(1gy standards. \vhen applicable, along \·Vith pi:rfonn<\nce requiren1ents for these 
technologies. 

In April ::!006. lfSD,'\ anz1ounced the release of an Jmple1nentation plan that 011tlines timclines 
and benchmarks for 1hc establishment of the NAIS, along \Virh a plan for the injtial iutegration of 
private and state a11imal tracki11g databases with NAIS. 

The imi-.len1entation plan continues to set an aggressive ti111eline. lt establishes be11clm1arks lbr 
incrementally acco1nplishing the remaining in1pJe1l1e11tation goals to et1ablc the NAIS to be 
011erutio11al by 2007. As mentioned above. 1;C\'Cral in1potta11t compl)flents have already been 
acco1nplished. 1·hese include the developn1e-nt ()fprcmiscs registration S}'Ste1ns il1 each State and 
the issuance of g11ideli11es for the n1anufacture and distribution nf anin1.al idL""nlification numbers. 

llSD,<\ h:.is also released tlte general technical star1dards for animal tracking databases that will 
enable integration uf private systems \\.'ith tl1e N . .\.IS. Private database owners have been in\1ited 
to submit api.1ticatit)ns ii.1r system c\'aJuatiL)ll to USD.<\. and o1I"er teedb..1ck llS the final lechnical 
requiren\ents are established. USDA \vill e11ter into cooperative agreements with O"·Vners of 
l1atabases lhat 111eet £h~· ~1and3rds. In tact, lJSDA re-centtv signed the fir'.'l >.)f the:;e cooperative 
agree111e11ts \Vith n1orc lo folio\\- in the near futLlfe. 
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B)' early 2007, USfJ1\ expetts to have- the teclmology in place, called the Animal Trace 
Pri)cessin~ Systen1. that \\·ill al{o\V State and f"'ederal anin1al health officials to query the Nl\{S 
and priv·atc datab~\ses duri11g a disease investigation. The ai1in1al tracking datab<.1.scs \Viii record 
an<l stt11-c anin1;.1/ 1110\'ernt!nt tracking inforn1atic1n !Or li\'estock thnt Srate and .Federal animal 
health official<; \\1ill query for ani1nals of interest in a disease inve~tlgation. 

The N.4.JS is being developed for usi!. \Villi animals that will be.ncfit from a system that fncilitates 
ra11iti tr3cing in the C\'ent ofa dise,1~e concern. Working group!i ha\'e been fornted ru.1d are 
developing plans for came!ids (llamas and alpacas), cattle and bison. cervids (deer and elk), 
equine. goats, poultry. sheep, and S\Vir1e, i11 additi(111 to market$ at1d pr()ces:;ors. 

Participation in the N1\IS is voluntary, allo\\'{ng producers and other stakeholders to participate 
in the design, development, and testing ofLht: syfitem lt1 e11sure thar practical soluti{1ns evolve. 

1'l1e F\' ~007 President's Budg~t rcque!its approxhnately $33 111illion for N,..\IS. Of the $33 
million requested, APHTS plans to use $5 n1illion to support IT infrastructure_, a reduction of$4.2 
milliQU CCl111parud tr1 the f'Y 2006 budgi:t. "{·he reduction refl~cts ;1 sl1lfi. fron1 IT devel{_1p111ent to 
tnaintenancc . .t\PHTS also propos~:; ttl use approximately $21.1 nlillion for coopemtl\'e 
agreements 'vith and i11~kind services for St.ates and Tribes; '{:2.4 rniHifJn f0r 0111rench and 
educ•1tion activities; and $4.5 million fDr staff suppo11, n1aterials, eguip1ncnt, and travel. 



The I-Ionorable Robert F. Bennett 

USDA 
?!:=: --

United St11:U11 ~rtment of Agriculture 

Ol'llce ol tne Secretary 
Wasl'lington, O.C. 202.SO 

NOV - 6 2006 

Chain11an, Subcommittee on Agriculture, Rural Deveiopn1ent 
At1d Related Agencies 

Committee on .Approprialions 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear ~1r. Chainnan: 

As requested by the tiousc Report 109-I 02 accompan)'ing the fiscal year 2006 Agriculture 
.l\.ppropriations Bill, cn~losed is a ~wnnlary ofactio115 taken by 1hc .4.nimal and f'lant f{ealth 
lnsp~ction Service (APJ{IS) tov.··ard dev~lopn1ent and i111plementation of a National Animal 
ldel'ltjticati011 System {NAJ.5). 

As .t\Pl1IS nH)ves to implement N,<\IS_. \'.ie \\·jJI contint1e ot1r eff()rts to detect foreign a.n.i111al 
diseases, 111onitor disease trends and threats in the lfnited Swu:s und other countries. derect and 
assess risk, pl'ovide anin1al health inforrnation, as \Yell as coordinate and eval11ate ani111al health 
e111ergcn"-·y respo11Se acti\1ities. 

1\s '\Ve -µ,.·ork tCl accelerate these effo1t<;, V.'e stand ready to provide you and your staff with any 
additional inforn1ation and brietings you may require. Si111i1at reports are being sent to 
Congressmru11-lenry Bo11illa. Congresswoman Rosa DeLauro, and Senator I·Ierb Kohl. 

Sincerely, 

1\.1ike Johanns 
Secretary 

Enclosure 



United States Department llf Agricult'nre 
Animal Health l\tonitoring and Snrveiflance Status 

of the National Animal Identification System 

As req11ested in th!! f1ouse Report accompanying the fiscaf year (FY) 2006 Agriculture 
:\pproprjations Bill, tl1is d1..1cu1ncnt provid~s an updated sum1nar)' cif actions and an accounting of 
fu11ds by the Lr.s. Depart.Jnt'nt of .r\griculturc 's (USD1\) }\nimal and Plant l1ealtl1 Inspection 
St'rvicc (.r\PfllS) lo\.\lard the implcmentatio11 of the National ,.\nin1al ldc11tification Syster11 
(NA!S). 

BACKGROUND: 

NAIS is a cooperiiti\.'C State-Federal-industry program to standardize and expand animal 
identification. 'fbe ulti1nate long~tcrn1 goal ofN.l\lS is to provide animal health officials \Vith the 
capability to identify all anin1als aJld premises that have had dirci.::t contact with 11 di:"iease of 
c011ct!n1 \Vithin 48 hours after disCO\'ery. 

On .!\.pril '27, '200-l. $18.8 million was transferred from the ('01nmodity Credit Corporation 
(C'Cf~) to .!\PJ1JS to initiate implen1e11tation of the- NAJS. Of the fu11ding avaiJal,Je, 
approximately $14.5 million \\'as used to establish cooperative agreements \\-'ith or provide i11-
kind services to States artd Tribes to i~1ctlS their activitie:; on. registering premises using eitl1er 
USDA ·s Suu1dardized Premises J{egisrration System {SPRS), or 1Jne of the compliant S}'Sten1s 
a\•ailablt>. Sixteen prc.1jects \Vete funded to e\'aluate and test the practicality of \"ariolts 
tcchru.1logies that l~an be lL')ed by stakeholders in id~ntifying a11imaJs and aut1..1mating the 
C<1J[ection of11nimaJ identiticali<Jn numbers as 1U1in1als mo\:e througJ1 \'arious sectors of the llrc
harvc.'>1 production chain. Tl1e CCC' funding \vas also used for Ct)m111unications and outreach to 
increase a\vareness of the purpose oftl1e N,..\IS. 

The FY 2005 Consolidllted Approp1intions A<l included approximately $33 million to APHIS to 

c1Jntinue implementing the NAJS .. A.PI-IIS oll1igated approxj111atel:y $14.8 inillion of this fundi11g 
on cooperative agreeme11ts and in-kind services for State and Tribal governments to continue 
rcgistcrlltg preini.5es. A11 additi(~nul $7.1 millio11 \\'a.'i used tli support the NAl':: j11tt1nnati<.u1 
S}'stem, including the deveh.1~1ment, maintenance, and operations c~fthe SPRS and thl' Anin1al 
Id~ntificatit1n Nu1nbcriI1g (.l\JN) r-.-1a11agcn1ent Sys1.t·111, and the int~gration of the NAlS \Vith 
otht·r existing databases that suppo11 aniJnal disease progrwns. {)f the ren1<lini11g funds, 
approximately $4.3 million \vrrs obligatt~d for commur1icatiCJ11 and tlutrcach efforts and staff 
support. Approxin1ately $6.7 rnillion \\·as carried over into f\' 2006 for itdditionnl coop~rati\'e 
agreements and in·kind services for States and Tribes, ns v.-ell as inf;Jrmation rechnolDgy 
de\·elop111cnt and training. 

CURRENT AND FUTURE PLANNED ACTfVITIES: 

The FY 2006 Agriculture 1\ppropriations Act included approximately $33 n1illio11 f<)r NAIS. Of 
tl1e an1ount available, .!\PHIS allocated to use $9.2 million to support information technology 
(l'f) infrastruc!urc •~nd ai1proximately $18 million fr!'r coopcrati\'C agreements \.\1-lth States and 
·rribes and in-kind seryicc::s to support N.4.TS Ln!egrution 'V\1tl1 dlscas~ eradication and control 
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programs .. 4.Pl-IIS also alk.X'ated $3. 7 million i11 outreach and education actii·ities; and $2. I 
million for staff st1pport, 1naterials, t'quip1nent, and travel. 'Ihrough. Seplembcr 2f)06, APHIS has 
obligated appro:-cim.ateJy $2.47 snilJio11 o_n fT \\·ork anll suiiport; $1.8 million 011 C<..1n1n1unicatit)ns 
and 011trc:nch: anJ $1.8 million on. stafTan<l 1natt~tials. Cooperative agreetnents are still being 
tln1ftcd, and lnany 'A-· ill be ohligated duri11g the ne:'\1 fe\\' mo11tl1s_ r\s of Sc:pten1l1er 2f>06, 50 
States, 2 territories, and 5 tribes arc operational on a pren1ises registrntior1 syste1n, and 
appruxi1nn.tely -~ 15,000 pre111ises have been registered. 

111 addition to supporting the registration of premises, APHIS has also begun rolling out the next 
phiise of the voluntary NAlS-~h1divi<lual ani1nal identifi1.:ation. 'fhis phase cncon1_passes the 
et'aluation and apJJroval ofidentific:"ttion devices. the allocation ot'AfN's to a11prO\'Cd tag 
111anut:tclure1·s, and the iJistributinn of AIN tags to prodlu.·ers. 011 f\farch 9, 2006, llSfJ.A. 
announced plans t(J l-,egin allocating AJNs to tag manutactur~rs to initiate t11c process of 
appro\'ing visual identification tags for use under the N:\IS, p:rv1ng the \-\-'ay fordistrihution of 
the~e tags to producers. The use of 1\lNs \.Vith other types l1f ide11tific:ttion di;\.-iccs (e.g .. 
ilttplants) used iit L)thcr species \\rill be considered as the NE\IS species \\'orking groups finalize 
their rec~)Jnme-ndations for utilizing the AlN. f)uriug 1he third quarter 1)ff'{ 2006. the use ()f 
animal identification tags lA1ere iinplcmcntcd i11 disease- contrl1l and eradication progran1s, such as 
Scrapie, (~hronic Wa')ting Disease. :i.nd Tuherl:ulosis. ,.\s of August 2006, lJSDA had autl1orized 
mant1fact11rcrs to prod11ce AIN tags IOr general use in the NAJS. 

USDA is prtlviding an optio11 fc.Jr i1roducers to use supplemental identification methods or 
technologies (e.g., raditl-frequenc.Y and bio111etrics) that enhance the utility of .<\JN tags. 
Supplen1ental identification metlloti.s or te-chriologics are optional a11d tnay vary am1Jng spel:ies. 
To ensure co111palibilily at1d uniforniity are achieved in the natio11al program, AI'l-11S \\-ill 
est;1blish technolng)' standards. v.:he11 applicable, alo11g \-Vith perfon11ance requirements for these 
technologies. 

In April 2006, USDA aru1ounced the release of an implementatio11 pltu1 that outlines tjmeli11es 
a11d henc:hntarks for the est>tblishment of the NAIS, along lA-ith a plan for the initial integration of 
private and state ani111a[ tracking databases v.·ith Ni\IS. 

The implen)entntion plan continues to set an aggre ... sivc ti1neli11e. ft establishes benchmarks for 
incr(;'mcntall)' acco1nplishing rhe ret\1aining implen1e11tation goals tt1 enable the NAlS to be 
nperational bJ' 2007. /\.s mc:nti1.1ned a.bo\·c, several jmponant c~1111ponl;'nts ha\·e alread.Y been 
accomplished. -rhesc include the dC\'Cil•pment of pren1ises registrarion systems in eac-h State and 
th~ issuance of guidelines tOr thl:' .ntanufacture and distribution of animal idcntitlcation numbers. 

T.lSl)A has also released the genf."ral tecl1nlcal ::itandards for ani111al tracking databases that will 
enable i11tegration of pri\'ntc systems with t11e N,<\IS. Private database o\-vners ha\'C been invited 
ro submil applications fiJr systein e\.'aluatio11 tl1 lfSD,-\ and offer feedback a~ the final tcclu1it'.af 
rcquire1nents are es1ablished. llSD.'\ v.:ill enter int(.l <;1..loperative agrcen1el1ts \\'ith ~1wners of 
dat,1hases th2t Juee-1 thi: standards. ln fac:t. l:SD.-'\ recentl)' signed !hi.: first of these coopcrati\-c 
agrl'ern~11ts v.·ith nlorc to fol1ow in the near furure. 
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By· early 2007, USDA ex::pects to have the technology in place, called the Anhnal T'.race 
Processing Syste1n. thal \viii allow State and Federal animal hi:'alth officials to query the N;\JS 
and flriv~te databases duri11g a dise.ase i11"vestigation. The anin1al tracking databases "\.Vill record 
and stvre a11imal n1ovctnent tracking infon11ation H)r !ivestock thilt Statr: and federal a11imnl 
health ofticinls v.•ill query for anin1als of interest in a disease investigation. 

The N,L\.IS is bei11g developed for use \Vit11 anin1als tl1at \Viti benetit from a syste11l that f3.cilitates 
rapi1.i tracing itl the event of a disease concern. \~/orking groups have been fonntd and are 
developi11g plans for can1clids (lla111as and alpacas), cattle and bison, ccrvids (tieer a11d elk), 
equine, gt)ats. pt)ultry. sl\eep, a11d S\·vine. in additio11 to markets <.tnd processors. 

P~11ticipation in the N . .\IS is voluntary, allowing producers and otl1er stak!!holders to participate 
in the design, <levelopntent, and testing of the systen1 lo cnsw·e !hat practical .~olutions C\'Olvc. 

"fhe F\' 2007 President·s Budget requt'st.s. a1lllroxin1ately $33 111illio11 t~Jr NAlS. Oftht'. $33 
n1illio11 rt!t1ues(ed, AP~flS plaits to use $5 million to su1111llrt rr infrasrructurt', a red11ction of$4.2 
n1illion compared to the f."Y 2006 buJgc;.·L. l'hc reduction reJlects a shift from IT development to 
inainrenancc. APl-IlS also propost::s to use approximately $21.1 million for cooperative 
agrct:n1cnts "'·ith a11d in-kind services for States and "fnbe:>; $~.4 million for outreach and 
education activities: and $4.5 n1illion fOr staff support, n1aterials, eq_uip1nent, and travel. 



USDA -
United States Ooputmenl of Agrlculture 

The Honorable Rosa Delauro 

OffJCtt of Iha Secretary 
Waslilngron, D.C. 20250 

NOV . 6 2005 

S11bcommittee on Agriculture, Rlrral Dcvclopme11t 
Food and Drug Administration, and Related Age1u:ics 

Committee on Appropriations 
lJnited States 1-Iouse of Representatives 
2262 Rayburn House l)ffice Building 
Washington. D.C. ~0515-6016 

f)ear Congresswo1nan DeLarno: 

As requested by the f{ottse Report I 09-102 accompanying tl1e ti.seal year 2006 }\.griculture 
1\.ppropriatio11s Bill. enclosed is a sun1n1at)' of a1:ti~)ns take11 hy the ,.\n.imal and Pla11t Health 
[nspcction Service (1\PfflS) tO'\.\'ard devclopn1e11t and i1nplemcntation of a Natio11al r\nimal 
fde11titic..ition Systen1 (NAlS._l. 

As APHIS mc}ves to i1nplement NAIS. we \1..'ill continue our efforts to detect foreig11 rullmal 
diseast:s, n1onitor disease trends and threats in t11e lJ11ited States and other cow1tries, detect and 
assess risk, llrovjde anin1a( heafth i11ff>n11atinn. as v.·efl as coordinate and evaluate anin1al heaftl1 
e111ergency response activities. 

As \VC Wt)rk to accelerate these effo11s, \ve stand read)' to provide you and your staffv.·itl1 an)' 
additional iilfonnatio11 and briefmgs yt)U may require. Similar reports arc being sent to 
Congressmai1 Herlry Bonilla, and Senators Robert r·. Ben11ett and Herb Kohl. 

Sincerely, 

!\like Johwu1s 
Secretary 

Enclosure 



United States Department of Agriculture 
i\nimal Ht"altb Monitoring and Surveillance Status 

of the National Animal Identification System 

t\s ri;:quested in the House Report acconJpan.ying the fiscal year (FY) 2006 Agticulture 
Appropriations Bill. this document provides an updated sun1111ary of actions and an accotlllting of 
funds by the tr.s. DcparH11ent of Agric1ilture 's (l)SDA) ,.\.nin'lJl <ind Plant 1-lc:nlth lnSJ-lection 
Service (r\PI-JIS) toward the imple1rte11tatii1n of the Nat(tinal .6..nimal llte11tification Systen1 
(NA!Si. 

BACKGROUND: 

NAJS is a cooperative State-Federal-industry program to standardize and expattd animal 
identification. ·r11e ultimate lo11g-tern1 goal ofNAlS is to provide animal healdt offir:.ials \Vi th the 
capabilit,y to ide11tify all animals <U1d premise:; that ha\.·e had direct contact \Vith a disease of 
concern \Vithin 48 hours after discovery. 

()n .4.pril ~7. 2004. $18.8 n1illion \.Vas tran~ferred ffom (he ('on1modity C'redit Corporati<J11 
(CCC} to . .!\PHIS tt1 initiate implementation of the N.l\TS. ()ftJ1e funding available, 
apprt1ximately $14.5 million wa~ ust:d to establish cooperati\'e agreen1t•11ts \.Vith or provide i11-
kind services to State-s ;:t11d ·rnbes to focus the-ir activities on registering prentises using either 
USO . .\ 's Slandardized Pren1ises Rcgistratio11 Systen1 (SPRS ), C)r <Jnc of th1: r:o1n1lliant 5ysten1s 
a\·ailable. Sixteen projects \\'ere funded to evaluate and tt'st the practicality of various 
technologit"s that can be used by stakeholders in identifying at1irnals and auton1ating the 
L'.ollcction of animal identificaliLlTI nurnbe.rs as ai1imal.s move tlrrough ·various .sectors of the pre
harvcst pr<)duction thain. ·rhe <.~C~C funding \\'as also used for c{1mn1rn1ications and outrcal'lt to 
increase av.'an::ness of the purp<.1se of the NAIS. 

The FY 2005 Cons.:.llidated Appropri:i.tions .<\ct included approxim.stely $33 million to ,\PHIS to 
continue in1i-lle111enting the N.o\[S .• .\PHIS obligated approxin1ately $14.8111illion of this fllnding 
011 cooperati\'e agreements and in-kind servicr:s for St;ite and Tribal govcn1ments to continue 
registering premises .. t\n additional $7.1 n1iJ1jo11 \Vas used to support the NAIS infoDTiation 
systen1, includiJ1g the de\'Ciopu1ent. n1aintenance, and ciperations t1ftl1e SPRS and the .!\nimal 
Identification Numbering (AlN) J\lanagemcnt Sys1.e111, and the integratio11 of the NAIS with 
otht:r existing databa5es tl1at support ani1nal disease pr1.)gran1s. or the remaini11g funds, 
approximately $4.3 million 1,vas obligated for co1nmunir:-ation and {1utreach eiTorts and staff 
. .;;uppt)_J1, Approxilnately $6.7 million was carried over into F'\' 2006 fi.\r additio11al co0perative 
agn::cn1cnts and in-kind services for States and Trihes, ~~s v.·ell as i11f .. 1n11ation techno]()£)' 
deveh1pment and training. 

CURRENT AND FUTURE PLANNED ACTIVITIES: 

The FY 2006 .A.griculture Ap11ropriations Act i1l<.~lud.cd ap1lroximatefy $33 miJJion for Nt\[S. Of 
tl1c amow1t available .. -\PI-IIS allt)cate-d to use $9.2 million to su_ppott inft1nnation tel'h.noltlg)' 
{I"l') infrastructure ;.1n1.1 t1i1proxi111ately $18 million for c.ooilerativ~ agreements ,,.,.ith States and 
Trib~s and in-kind sen'ices lo suppo1t-NAIS integration v .. ·ith d1~t"tiSC eradication and control 
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programs .. l\.PHIS also allocated $3. 7 million in outreacl1 and education activities; and $2. l 
million for staff support. materials, equip111e1i.t, and travel. Tlu·ough Septen1ber 2006, APHlS has 
obligated approxi111ately $2.47 miJlit)n on IT work and support; $1.8 1nillio11 on Ct)mmw1icatio11s 
and oulreach: and $1.8 n1illio11 lJil scaffand n1aterlals. <~oopcrativc agreements are .'itiJJ being 
drafted, and 111any will be obligated during the next fc\11-· rnonths .. '\s of September 2006. 50 
States, 2 tenitorics. and 5 lribes are operational (.)11 a pre111ises registration system, and 
approxirnatclj' 3 l 5,000 premises ha-.;'e be<!n registered. 

In .iddition to sut)pnrting the registration of pren1ises .. /.\PHIS has also begun rolling {)Ut the next 
phase of U1e Vt)luntaf)' NAJS-indjvidllal animaJ identification. This phase t'llCOinpasses tl1e 
evaluation and apprt)val ofide11tification dt-~·iccs. the allocation of AIN's to approved tag 
man11facturers, at1ct the distribution t)f AIN tags to prodt1cers. (Jn f\.1arch 9, 2006. ll$l)A 
announced i)lans to btgin allocating AINs to tag 1uanufact11rers to initiute tht' Jirocess of 
a1)J1roving vis11al ide11titlcntio11 tags for ltsc under the N!\IS, paving the \vay f1.1r distribution (lf 
thcs¢ tags to prodtlcers. ·rhc u:;c of i\fN:. \>.·ith other types of itfentification devices (e.g., 
irnpllli1ts) used in other species v1:ill lie considcri:d as the N.A.IS spet·ies \VOrking grt)Ups tinaliLe 
their recc1mn1end.1tions for utilizing tl1e i\f,'\/. f)uring: rh~ third quarter of FY 2006, the use '.)f 

a11in1al identification tags were implemented in disease contt\)] and eradication prt)grams. such as 
Scrapie. C'l1ro11ic \\lasting Dis.,.ase, and ·ruberculnsis. ,..\s uf ,\ugust 20()6, lJSf)r\ had autho1ized 
manufacturers to profh1ce t\IN tags !Or gertera1 use in the NAlS. 

LJSDA is providing a11 option for prod11cers tl) use supple1nental identification n1ethods or 
technologic:; (e.g .. radio-frequency and biometric.o;) that enhnnce the utiJity of AfN tag.-;. 
Supple1ncntnl ide11tification n1t'tl1ods or technologies are OI)tional ani.l n1ay• ·vary among spcci~s. 
1'o ensure con1patibility and unitOnnit)' are achieved in the nation.al Jlrogram, t\P~IIS \Vill 
establish tec-h.nology· standards, \Vlt~n applicable, along \Vith performance requirements for these 
tet·l1nologies. 

I11 • .\pril 2006. lJSD . .\ announced the release of an implementation plai1 that outlines timclines 
and benchn1arks fot the establishn1ent of the NAIS. ali..)ng v.-ith a plan for the initial integration of 
pri ... ·ate and state animal tracking databases \vith N:\IS. 

The implementation plan <.:ontinucs tn set an aggressive timeJine. It est.1blishcs be11chmarks f{)r 
incren1entall;-- acco111plisl1ing the re1naining i1npJementation goals to enable the NAIS to be 
operational by 2007. As mentioned above. several important con11)onents have already been 
accon1plisht'd. These include- the development of pre111i.ses reg.istratior1 syste1ns in each State and 
the issunnce of g11idclines for the man1rfacture and distrib11tion ofa11imal id~ntifiL·atit)n numbers. 

lJSDr\ J1as also releac;e<l the general technicnl standards for animal tracking databases that viill 
enable i11tcgratio11 of private systen1s \virh the N.i\IS. Private database ovmers have l)een invited 
to sub111it applications for system e\1aluation to USD.A. and otfer feedback as the fi1i.al technical 
requirements are- established. lJSlJ.r\ \\·ill t'nter into cooperative agrt'en1e11ts \Vith ow11er10 of 
datahase:; thal n1cct the :0;tandards. Jn fact, (J$D1\. rci;:cntfy <::ign:.:d the firsl ()ft.h~sl: c..-:~op~rali\'C 
agreemt'"nts \vitl1 more to 10\lov•; in tl1e near li.lture. 
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By early 2007, USDA expects to have the tech11ology in place, called the Animal Trace 
Processing Sy"Sten1, that \Vi1l allow State and F'cdcral ani111al health otlicials to query tl1e NAIS 
i1nd privute databases during a disease investigation. The ai1in1al tracking databases ,..,-jll record 
and Sl\)re anin1al n1ovt·n1t!nt tracking infonnalio11 for li\'estock thnt State and Federal ani1nal 
h.;:•alth officials ;,viii query for anin1als of interest in a disease in\'estigation. 

The NAIS is being developed f1>r use with anintals that \Vil! benefit from a systen1 that facilitates 
rapid tracing 111 tl1e eve11t of a disease conce1n. \\'orking groups hav¢ bce11 fon11ed a11d are 
developing plans for -.·a111elids (llai11as and alpacas), cattle and bison, cervids (deer and elk), 
equine, g1Jats, flOti!try, s}1eep. and swine, irl ti-.ldition to markets and processors. 

Partil·ipation in Lht' N,.\TS is volu11tary, allo\~·ing producers at1d other stakeholders to participate 
i11 the design, developn1ent, aod t~sting oftbc systen1 to ~n5Uf(' that practical solutions evolve. 

The FY 2007 President's Budget requests approximately $33 n1illio11 tOr NA IS. Of the $33 
million requested, i\Pl·IIS plans to 11~e $5 million to support l'r infrastructtu\~·. a reduction of$4.2 
million compared to tht> F'Y 2f>06 l)udget. The rcduc.ti()tt reflects a sl1Ul fro1n l'f dcvclopn1e11t to 
1na.intcnanct~ .. -\PHIS also proposes to use approxin1alely $21.1 million for cooperati\'e 
agre-en1ents ;,vith and h1-kind sef'Vices for States and ·rribc~; $2.4 1nillinn for outreach an~l 
education activities; aud $4.5 milliun for staff su1)port, 111aterials .• equip1ncnt, and travel. 



USDA -
Unlt&d State& DepMtmenl or Agrlc:llJlure 

The Honorable Henry Bonilla 

Off!Cit of the Secretary 
Washin91on, DC. 20250 

NOV .. 6 2tl06 

Chain11an. Subco111mittee on Agrlctllture, Rural Develo11111e11t. 
Food and Drug Administrati1._1n. a11~t Related Agencies 

Committee on Appro111iatio1t-:> 
ll.S. House of Representatives 
2362-r\ Rayburn House Office B11ildi11g 
Washington, D.C. c05!5-6016 

Dear J\..1r. Chairman: 

As requested by the House Report 109-102 accompanying the fiscal year 2006 .A.gricu{tute 
1\ppropriatitlllS Bill. t:11c\osed is a summar;' of action:; take11 l1y the .t\.nimal and Plant Healtl1 
Inspection Service (,.\l>~{IS) tQ\\·ard dcvch1pment and in1plen1cntation ofa National l\n.in1al 
ldentiticati1>n System (N.l\IS). 

As APH1S mO\'es to in1ple1ne11t N.L\.IS, \Ve \vill conti11ue our efforts to detect foreign anitnal 
diseases, monitor disease tre11ds and threats jn the Unite-d States and oth~r countries, detect and 
assess risk, plU\•idc animal health inf/)ru1ation. as '-\'ell as coordjn(.!te and t:\!aJuate ani~11al health 
e111ergcncy· response activities. 

As \Ve work to accelerate these efforts, \Ve stahd ready to pri.)vide you and )'Our staff\\'ith a11y 

additional intbn11ation and brietings you inay require. Si1nilar reports are being sent to 
CongrcsS\VOman Rosa DeLauro, and Sen.ators Robert F. Bent1ett and Herb Kol11. 

Sincerely, 

/{_:f<?-~·¢>• 
rvtike Johanns 
Secretary 

Enclosw-e 

.............. ._. . . ........ . 



United States Department of Agriculture 
Animal Health t\'fonitoring and Surveillance Status 

of the National ,.\nim:tl Identification S~·stem 

As requested i11 the ffouse Report accompanying the fiscal )rear (f1{) 2006 Agriculture 
Ai)prupriations Bill. this dt)Cumcnt provides an updated st1n1n1ary of actions and an aCCllunting of 
funds by the ll.S. Dcpartn1e11t of /~.grii:::ulture's (USD.l\.) Anin1al >lnd Plant Health lns1)ection 
Service (APHJS) to\vard the in1p!ementation 1)ftht" National .-'\nima1 Identification Syste111 
(NAIS). 

BACKGROUND: 

NAIS is n C<)ope-rative Stute-Federal-industTy progran1 to standardize and expand ani1nal 
identification. The ultin1ate lo11g-te1m goal ofN.l\IS is to provide anin1al l1ealth officials \Vith the 
capability to identify all animals anJ pren1iscs that have had direct contact \\'ith a disease of 
concern within 48 hours after- discovery. 

On April 27, 2ll04. $18.8 ruillion \Vas transferred fro111 the C'ommodity Credit Corporation 
(CCC;_) to 1\PHIS ro initiate i111ple1ncntario11 of the N,<\IS. Of the funt1ing n\111ilable. 
approximately $14.5 n1illion \Vas used to establish cooperative agrce111e11ts \Vitb or provide in
k ind set"V·iccs to States and Tribes to focus tl1eir activities on registering premises llsing either 
lJSD.t\ 's Standardiz1:d Premjses Rcgjstration Sysrem (SPRS), or ;.)nc of the co111plianr s_y·stcms 
available. Si~teen projects i.vere funded to evaluate and test the practicality t)fvari1..lUS 
tecl1n1)Jogies that can be llsed by stakeholders in identifying a11in1als and aut<)mating the 
collectit)n ()fanirn~?l idcnfificati11n numbers a.s ani111als u1t)1..-c through various sectors c1fthc prc
han:est }lrt1ducti(lfi chain. The C'C'C funding \VilS a!S() used for t'l11tununicatio11s and outreach to 
increas~ a\~.:areness oftl1e pttrpose of the Nr\IS. 

'fhe FY 2l)05 Consolidated .t\ppropriations Act included approxhnately $33 million to t\PHIS to 
co11tinue implementing the NAJS .. t\Pl1IS obligated approxi1nately $14.8 million of this fundi11g 
on cooperative agreements and in-kind scn·ices for State and Tribal goven1111ents to continue 
registeri11g premises. An additional $7. J n1iJJion ~1.-·as 11se-d H.l support the N,\IS intbnnation 
system, inclutli11g the developme11t .. 111aintena11ce, and operati,)JJS of the SPRS and the . .\nimal 
£de11tification Numbering (AIN) l\.1anagement System, and the integration 0fthe N.'\fS witfi 
other '"°·'<isting databases that support anirnal disease progrru11s. ()f tl1c remaining fi1nds, 
apprc.1.xin1n1cly $4.3 n1illion \Vas obligated for communicatic.111 and 0111rcacl1 efforts and stair 
su1)port . .r\pproxin1atcly $6.7111illion \vas can·icd over into fl:' 20(16 for additional cooperative 
agreements and in-kind services fOr St:itcs and rfribes, as \ve!l <1S itiformation tecl1nology 
develop111ent and training. 

CURRENT AND FUTURE PLANNED ACTIVITIES: 

·rt1e FY 2006 ,\gricult11re Appropriations Act include-cl apprl)Ximate1y $33 rnillion for Nr\IS. Of 
tho;: amo11nt available, APHJS allocated to use $9.2 millit)n to support infonnation technology 
(TT) i11frastructure and ap_pri.)Ximately $18 million for cooperative agr~en1t>nts v•ith States and 
Tribes and in·kind ser\'ices to s11pport N.'\lS integratio11 \\'ilh discn~e eradication anJ 1..:ontrol 
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prograi.11s. APHIS also allocated $3.7 million in outreach and education activities; and $2.1 
Il1ilJio1l for stair support, n1ateri1.1Js, cquiprnent, and tra\'el. 'fbrougt1 Scptcmbl'.!r 2006, APflIS has 
obligated approximately $2.47 n1illion on J'T w11rk ru1d suppott; $1.8 n1illi1..)11 i.1tl i.':l)mniunil·ations 
at1d outreach; and $1.8 million on staff and n1atcrials. C:ooperativ..:: agre..::ments are still bei11g 
drafted, ru1cl I11any \Vill be obligated dwing the next t~"" n1onths. As of Sej)ten1bcr 2006, 50 
Statt:s, 2 territories. and 5 tribes are opcrlltio11al on a premises registrntio11 systc1n, nnd 
approxi1natcly 3 I 5,t)OQ pren1iscs have been registered. 

In a(fditlon to supporting the registration of pre1nises, API-IIS has als{) begun n)llll1g out the next 
pl1ase oftJie voiuntar)r N.r\TS·---·individual ani1t1al identjiication. This phase encompasses the 
evaluatio11 and approval of identification devices. the all1Jcati1)n of .l\.JN·s to approved tag 
tt1u1111factur~rs, an1.i the distribution of ATN t'1gs to pr<.1ll11cers. 011 t\farl·h 9. 2006, USD:\ 
aru10U11ced plans to hegin a1Jocati11g t\lNs to tag manufact11rers to initiate the procc:'ls of 
approving vis11al identification tags for use under the N.r\IS, paving the way ror distribution of 
these tags to 11roduc-ers. TI1e ltse of ,o\INs \Yith otl1er t)'pcs of identitJcation devil·e-S (e.g., 
11nplants) us~J in other species \Vill be considered as the N,.\IS species -.vorking groups finalize 
their recommendations for utilizing t.he ATN. l)uring the third quarler 1.)f FY 2006, the use of 
animal ide11tificatiot1 tags \Vere in1pJemented in disease co11trol aud eradicati11n prl)grams. sucl1 as 
Sl~r~1pie. ('hronit· Wasting Disca~e, and l'ubcr(.·uiosis. As ~)f .A.ugust 2006. llSDA had authorized 
n13J1lifacturers to produce .A.JN tags fc)r generaJ use in tlle N,.\IS. 

USDA is providing an option for 1)roducers to t1se s11pplemcntal identification 111ethods or 
technologies (e.g .. radio-frequent)' and bi(lmetrics) that enhanl·e the utility of AIN tags. 
Supiilen1cnt;.\l idcntific;ttion methods or tci::hnol<)git"s are optio11al a11~t may vary an11Jng :::iiec.ie-s. 
To ensure con11iatibility a11d unifo1mit)-' are acl1ieved i.n the national iirogrruu, t\PJ{JS will 
establish technology srandards, v.·hen applicable, along ''ith p~rfon11a11l·e re~111ir~me-11ts tOr tht"sc 
technologies. 

In April 2006, USDA anno11nccd the release of an jmple111e11tation plan tl1at outlines ti111eli11es 
and benchmarks for the establislune11t of the N,.\IS. along \Vith a plan for the initia{ integration of 
private and state animal tracking databases v.-·ith N.i\IS. 

The i111~)len1entation plru1 continues to set an aggressive timcline. It establishes benchn1arks for 
increml:.'nta11y accomplishing the remaining i111plcmentatio11 goals to enalile the NATS to he 
upcratio11al by 20f)7. As me11tit1ned above, several important ~omponents have alre1.tdy been 
acco111plished. ·rhese incll1de the developmc-nt tif pre-rnisc-s registratio11 systems in each State ru1d 
the issuanct' of guidelines t~)r the n1ru1ufacture and distribution of animal identification numbers. 

USD.A. has also released the general teclu1ical standards for animal tracking databases that \\'ill 
enable integration ofpri\'ate S)'Stc111s \-'iith the NAIS. Private dataliase ov1-ners have been invited 
to submit a~)plications for system evaluatio11 ro llSD,\ and offer ft-edback as the final teclu1ii::al 
rel1uiren1cnts are cstablishe{t. lfSl)A \.\'ill entl!r it1to cor•peratiYe agreements 'vith ov...·ners of 
databases that n1eet the :;tru1dards. rn fact, iJSD:\ receiltly :::igr:ed the first ,)f these Ct)Operative 
agreements '¥ith 1nore to folio\\' in the near future. 
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By early 2007, lJSDA expects tL"l have thi;:; techrtology in p!ace, called the t\nimal Trace 
Proc~ssing System. that \Vill allo\V State and Federal animal healtli officials to q1Jcry the NAIS 
and private databases. during a disease invcstigatio11. The anim31 tracking databases \vjJl rCCt)rd 
and store animal moven1e11t tracking infotmati<>n tOr livesfl\C:k thal State aJ1d Ft:<leral animaJ 
health offic-i<ils \\'ill query for animals of interest in a disea:-;e iir·..-cstigation. 

The Nr\IS is being developed ft)f use \vith anin1als that \vilt benefit fron1 a system that facilitates 
rapid tracing in the C\'Cnt ofa disease conccrn. \Vorking grotips have been tl)r1ned and are 
developing 11\ans t\)r can1eli<-1s. (llarnas an<-i alpacas). cattle and bison. cervids {deer and elk), 
equine. goats. poltltry, sheer1. and sv.·ine. in addition tl) marke-ts and JJroces:sors. 

Parricipatio11 in the NAIS is voluntary. allo\ving producers and other stakeholders to participate 
in the design, dc\'cloptnent, and testing rofthe .syste111 to ensure that practical solutions evolve. 

rhe FY 2007 President's Budget requests apprroximateJy $33 111ilJio11 for NAlS. Of the $33 
million requi:stcd, A PHIS plans t<.1 t1sc $5 n1illion to support IT intfastructure, a reductio11 of $4.2 
n1illion compared to the FY 2006 budget. "fl1e red11ction retlects a shift frt1m rr dC\'Clopnlt'fll to 
maiutenan"·e. APtlIS also proposes to use approximatel}' $21. I million for cooperative 
agreements \vith and in-ki11d services for States and Tribes; $2.4 n1illio11 for ol1trcacl1 •u1d 
edu"·ation a'tivities; and $4.5 million for staff support. materials, equipn1ent. nnd travel. 
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Unlle.:1 Siales Department c~ Agriculture 

Ofi1ce of tho Secretary 
V\lash1ngton, DC. 20250 

INFORMATIONAL MF:MORA"Dt:M FOR THF, SECRETARY 

-'> 
T\ancy r-...'h .. 111tant>z .lnhnc-r ~(' FROM: 
l. nJc-r "iecrc-tarv 
f<1od, Nutrition. and c·onsun1cr Ser\ ices 

SllB,JEC:T: Special Supple111c-11tal NutriLiPn Progra111 for \\/~)n1e11. [nt'ants and C'hildren 
(\\'l(') - Report C1J C'ongrcss l~cgnrding the \\'I(' l·und Parka_gcs 

ISSlE: 

Hou~e Rep011 1 07-6-23 and Sena le Report l U7-22J acco1np3n) i ng th.._, c·ousol idntt"d 
.:\ppropriations R ... ·s1_1luti~111. 2no~. P. L. 1OS-7. diri:~c-ti.:-d thf \el'.ri.:tary of ;\griculturc: ti_, rc:pDt1 
quarterly to tht: c·o1n1nitlce rt"g::trding the~ status of the prnpnscd J"llil': to ainend the l(iod pack;1ges 
prt)\·id .. ~d by the Spceial Surplen1en!al l\utritinn Prngra1n tl)r \\-\11ne11. lnt8.nts and C'hildr ... 'n 
{\\/[(_').until a final rule 1~ published_ 

DISCllSSION: 

.;\s you 1.;no,-v. on .A.ugust 7. 2006. \Vt' published in the ft'dt'ral Rel!ister J.. prorosal tht.11 \\f1}u\J 

i111plt·-n1en( the first C1,_)Jnpre-hl'nSi\-c- re\ isinns to the \\'IC' fiJLld paeka):!l'S sinLe 1080. Tht' 
rror(1sed changl'~ largel~· t\)]\('I\\" J"t'Cfl111111L'11datillllS 111aJc- by lhl' N~1ti('1nal _;\cadc1nil;'s· Institute l'i"
r-..-ledicinl' (]()r-.,.'I) in its final rcp;1rL pr it:-. re\ ll'\\ 1)fth.._~ \\'1(' fotid Jlill'kt-tb'.t'S. \\-'[(" f(11)d Pack;ig.,;-s: 
Tin1I..' ftir a ("hanw;e. as \\ell <l' Lhc l<llc'sl nu1rilit111 ~cio:ucL-- and Lil.;.· f)iL·tary (luidelinc-~. The 00-day 
public corn111ent period for thi" i111pnrta11t rule ends nn '\Jo\·cnibcr <i. 20(-16. 

"f'hi: ('hild Nutrition and \\'I(' Reauthorization .:\ct nf-200-J. rc-<-1L1ircs tht' Dt'j)artn1cnt t<.1 dt·velor a 
finol flilt' f(l urdatt' rhe \.\:/(_' tliud rnckages \\·irhin I~ fll(lllth_<: (Jl'tht: r·elc'.1SC'Ofthe J(_)f\.--1·s final 
t·eplirl (>l°O\Cll1bc.'r 20116). \\-',;;\\·ill \\'('l"k e.xpi:diti(1t1sly to i..;sui: t111 inter1111 finnl rule . 

. A.s directed by House Report 107-6~3 and S.:nutc Rep11rl I 07-2~J nccl1n1p:u1yi11g the 
L'l)ilSol1d.1ted ,.\ppropriations Resnlutinn, 2003. P.L. Jj~S-7. the artachcd lctt..:r provides an update 
()Jl (ht" StO.tUS of propo~cd ri;;gulatt·1ry re\ isions ID the \\.'J(_' t0od package~. 

,.\ttachn1c111 

An Equat OllrJ<Jr1un1ty Emplov1;r 
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The Honorable l·lerbert Kohl 
Ranking Democratic Meinber 

USDA --
Unlled Sttites Dep•rtment of Agriculture 

Office of the Secretary 
Washington. O.C. 20250 

Subcom1nittee on Agriculture. Rural Development 
and Related Agencies 

United States Senate 
123 Hart Senate Otlicc Building 
Washington, D.C. 20510 

Dear Senator KL1h1: 

House Report 107-623 and Senate Repor1 107-223 accon1pan)ing the ('L1nsolidated 
Appropriations Resolution. 2003. P. L. I 08-7. direct the Secretary of .A.~riculture tL) report to the 
('ommi1tee on a quarterly basis regarding the status of the proposed ruh: to a111end the food 
packages provided by the Special Supplen1ental Nutrition Progran1 for \.\'on1en. lntilnts and 
Children (WICJ unti! a final rule is published. 

We are pleased to report that on August 7, 2006. the lJ.S. Depart111c111 of Agriculture {LISl)A) 
published a proposed rule (copy enclosed) in lhc J--"ederal Regisler 1h.:n \\Ould in1plen1e111 the tirst 
comprehensive revisions to the WIC' food packages since 1980. The propLlSed revisions largely 
follov• reconimendations made by the National Academies· Institute of Medicine in tht' final 
report of its review oflhe WIC fOod packages, "\\11(' Food Packages: ·rime for a ('hange:' as 
well as the Dietary Guidelines for Americans and the latest nutrition research. 

The 90-day public co1nment period for this in1portant rule ends lln Noven1ber 6, 2006. USDA 
\A.'ill \VOrk to issue an interim final rule expeditiously. A similar letter is bt'ing sent h.1 

('ongressman Henry Bonilla, Congressv.·oman Rosa DcLauro, and Senator Robert Bennett. 

Sincerely. 

A_;f<JL--~ 
Mil<.e Johanns 
Secretary 

Enclosure 



USDA ._ 
United State1 Dep11rtment ol Agrk:ulture 

NOV 0 6 2006 

The Honorable Robert Bennett 
Chainnan 

Oltice o, th& Sacretarl' 
Washiriglon, D.C. 202~0 

SubCt)mJnittee on Agriculture. Rural DeveJopn1enL 
and Related Agencies 

Con1mi1tee on Appropriations 
United States Senate 
190 Dirksen Senate Oflice Building 
Washington. D.C. 20510 

Dear Mr. Chairman: 

House Report I 07-623 and Senate Report 107-223 ai.:c1)lllpanying the t'onsolidated 
Appropriations Resolution, 2003. P. L. 108-7, direct the Secretar) of .4.griculture lo report to the 
Com1nittee on a quarterly basis regarding thi.: status 0r1he propllsed rule 10 a1nend the food 
packages provided by the Special Supple111ental Nutrition Prugratn for \\lun1en. Infants and 
Children (WI(') until a Jina[ rule is published. 

We are pleased lo report that on August 7. 2006. the Ll.S. Dcpart111ent of Agriculture (USDA) 
published a proposed rule (copy enclosed) in the Federal Register that \.,·ould i1nplement the first 
comprehensive revisions to the WIC food packages since 1980. ·rhe proposed revisions largely 
follow recon1n1endations made by the Nalional Acaden1ies" Institute of Medicine in the final 
report of its revie"'t oflhe WIC food pack<iges, "W"l(' FoL)J Packug:es: Ti111e for a l'hang:e:· as 
\veil as the Dietary Guidelines for Americans and the latest nutritilin resi:an:h. 

The 90-day public con1ment period for this i1nportant rule ends L)tl Nove1nbcr 6, 2006. USDA 
V•ill \Vork to issue an interim final rule expeditious!). A si111ilar letter is being sent to 
Congress1nan Henry Bonilla. ('ongresS\l.'Oinan Rosa Delauro. and Senator Herbert Kohl. 

Sincerely. 

A'_;(~,.-~ -
Mike Johanns 
Secretary 

Enclosure 

An Equal Opporkinity Emoloyer 



NOV 0 6 2006 

The Honorable Rosa Delauro 
Ranking Democratic Men1bcr 

USDA -
United St•t•• Depairtmenl of Agrlcullure 

Office of the Secrelary 
Washington, DC. 20250 

Subcomn1ittee on Agriculture. Rural Dcvell)ptnent. 
Food and Drug Administration, and Related Agenl:ies 

Committee on Appropriations 
LJ .S. House of Representatives 
I 016 Longworth House ()tlice liuilding 
Washington. D.C. 20515 

Dear ('ongresS\\'Oman Delaura: 

House Report 107-623 and Senate Report 107-223 ai.:cl1111panying the ('onSl)lida1ed 
Appropriations Resolution. 2003. P. L. I 08-7, direct the Secrctar) of Agriculture to report lo the 
C'omn1ittee on a quarterly basis regarding the status of the proposed rule to an1end the food 
packages provided by the Special Supplemental Nutrition Progran1 fur \.\/01nen, Infants and 
Children (WIC) un1il a final rule is published. 

We are pleased to report that on August 7, 2006. the Ll.S. Departn1cnt of Agriculture (USDA) 
published a proposed rule (copy enclosed) in the Federal Register that v.'ould imp!c1nent the first 
con1prehensive revisions to the WIC food pa1,;kages since 1980. The proposed re\·isions largely 
follow recon1n1endations made by the National Acaden1ies· Institute of l\1edicine in the final 
report of its reviev; of the WIC food packages. ·-w1c: Food Packages: 1·i1ne for a Change." as 
V.'ell as the Dietary Guidelines tOr A1nericans and lhe latest 11utritit1n research. 

The 90-day public co1nn1ent period for this important rule ends on Novcn1ber 6, 2006. USDA 
vtill \vork 10 issue an interin1 final rule expeditiously. A sin1ilar letter is being sent to 
C'ongressman Henry Bonilla, Senator Robe11 Bennett. and Senator I lerbe11 Kohl. 

Sincerely. 

A'~<JL··· 
Mike Johanns 
Secretary 

Enclosure 

An Equal Opportur.tv Employef 



USDA aw 
United St11e1 Oep1rtm1nt ol Agriculture 

NOV 0 6 2006 

·rhe Honorable Henry Bt1nilla 
('hairman 

Office of the Secretary 
Washington, D.C. 20250 

Subcon1n1ittee on Agriculture. Rural Development. 
Food and Drug Adn1inistra1ion, and Related Agencies 

('ommittee on Appropriations 
Ll.S. House of Representatives 
2362 Rayburn House Oftice Building 
Washington. D.C'. 20515 

Dear Mr. ('hairman: 

House Report 107-6:!3 nnd Senate Rep~irt 107-223 accon1punying the ('onsolidatcd 
Appropriations Resolution. 2003. P. L. I 08-7. direct the Secre1ary tif Agriculture to report to the 
('ommittee Oil 8 quUftt'Tly basis regarding the StatUS of the pTllptise<l ru)t' lLl 81Tiend the fOod 
packages provided by the Sp..:cial Supplen1ental Nutrition Progran1 for 'W'L)lllen. Infants and 
C'hildren (WI(') until a final rule is published. 

We are pleased to report that on August 7, ~006. the LJ.S. Depart1nt'nl of Agriculture (USDA) 
published a proposed rule (copy enclosed) in the Fedt:ral Register that would implement the first 
comprehensive re\·isions to the WIC food packages si11ce 1980. The proposed revisions largely 
folio\\. recom1nendations made by the Nalional AcaJen1ies' Inst itutc of Medicine in the tinal 
report of its reviev.· of the WJC food packages. ··WJC' Food Packages: 'rin1e for a C'hange:· as 
v.·ell as the Dietary Guidelines for A1ncricans and the latest nutriliun resean.:h. 

The 90.day public con1n1ent period for this in1pnr1ant rule ends ;Jn No\'e1nber 6. ~006. l.ISDA 
\-V'ill v.·ork to issue an intcrin1 final rule expediti1..ously. A si1nilar letter is being si:nt to 
('onl!rcssv.·oman Rosa DeLauro, Senator Robert Bennett. and Senator Herbe11 Kohl. 

Sincere!).-. 

A'~9Z~·"· 
Mike Johanns 
Secretary 

Enclosure 

An Equal Oppcrtu~ Employer 



Control Number: 5133208

USDA 
iiii 

United States Department of Agriculture 

Olfite of lhe Secretary 
Washington, D.C. 20250 

OCT 31 2006 
The Honoral1le Rosa DeLauro 
Subcommittee on Agriculture. Rural Development 

Fc_1od and Drug Adcllinistration, alld Related Agencie..i; 
Committee on Appropri>i.tions 
United States House of Representatives 
2262 Rayburn House Office Buifditlg 
Washington, D.C. 20515-6016 

Dear Co11gresswoman Delaura: 

The report accompanying the Scnnte's Fiscal Year 2006 Agriculture, Rural De\1elopment, Food 
nnd Drug !\dmi11lstratio11, and Related Agencies Appropriations bill includes tl1e following 
langltage: "'fhe C:om1nittee is a-\\'arc that the ,.\.ni111al Jnd Plru1t Health Inspection Service 
( . .\PHIS) and Sldle coc1perators partici1late in ste1ile fi-uit fl}' programs to control dan1agc to fnrit 
p1u<l11ction caused lltlmarily by !Vfedil)'. Ho\vcvcr, agricultural production in Ha\\'aii is also 
threatened b)' thre~ other fi11it ily st1ecies for \\·hi~h there is ctmenliy no sterile tly program. The 
Co111mittee direc.:ts APH[S to consult \Vith ap.propriate agricultural representatives in Ha\\•aii 
reganiing this prt)hlem and report to tlrt: {-:omn1ittee on recornmcnd:ltioas t<J control these 
additional pests, including the possibihty of initiating stcrile tly program~." 

The prin1ary goal of .~HIS' fi11it fly progran1s is to reduce tl1e risk of exotic fruit flies being 
introduced into the United States, and to mitigate the i1npnct of exotic fruit 11ies that have 
become established in parts {)fthe conti11e11tal United States, Ha\llaii, ru1d United States 
territories. In January 20l)6, .<\PHIS' l\ssociatc Deputy .J\dmi11istrator for Plant Protectio11 and 
Quarantine progratns, /1..PJiIS' Director ,Jf Fruit Fl~.r PrOf.'ldins, and the l~av..-aii State Plant Health 
Directt.lr held sevt.Tal meeting.~ in Ha\vaii to address t11e thrc;1ts caused by the three l'lher fniit fly 
species. ;\Jso partici1)ating in these ttlet'tings \\'ere represe11tatives ff•)m the Ha .. vaii l)epart111e11t 
of Agriculture (fID1\), including Snnt.fra Kunit11oto, Chairpt..non of the Board of Agriculture; and 
{,yle \\'ong, the HDA's Director of Plant Industry. Panici11ru1ts discusset.i .:\PHIS' rt.)Je in Ha\\'·ali 
and a \<tide range offiult fly iss11cs .. >\PHIS consulted \\.'it11 llD.A. about its recently established 
~urvcillance program to 1nonitor the;: t~-,ur fruit fly spt.-cics thnt nrc established in J{a\l/aji~
Cerilitus (.'<t[Jitata (Ivledfly). flactrocer<r cucurbitae (1nelon fl)'), Bactrocer<l dorsalis (Oriental 
fruit tJy), and Bactrocer<I /utiji·ons (:00Ianun1 fruit fi_y)---and to detect incursions of an.>' cxoti£: 
species not kllo\v11 to occur in Ha\\'aii. 111 addition, \Ve reaffinnL...:1 the cuntinuct.i rnflintenance of 
the HD.I\ 's teclmology dc\'elop111ent laboratory•-the Center for Plant Health Science and. 
Teclu1ology }'111it Fly· Genetics and Manage111e11t T~3boratory (Ff(f!V1L}---in Waimanulo, liav,1aii. 
Th1s laborattlf.Y <li::velo11s alten1ati've control tcchniq 1.1cs for t]jes of the Bactroct:ra gci111s and 
sup}l011s dt)mcstic and off-shore :\.PHJS progran1s. \\~e arc oonti11uing our discussions ,...-ith Lhe 
HDA 
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APHTS' 2006 Strategic Plan for fruit fly progr-ams identities the critical 11eed to develop 
alternative tcclu1t1logies to control Bactrvcera flies to enI1ance our response capabilities :-tnd 
strengthen our preventati\'e release 11rogrru11s (PRPs). Although J\1edf1y and !'Ylexfly are tl1e 
primary focus t1f APHlS' doincstic and offshore ffuit tly activlties, theBactrocera flies present 
in Ha\Vaii are also serious potential threats lo lf.S. ji1dustr:-· on tJ1e mainland. In the past decade, 
the increase in Oriental Fruit Fly detections in California and Fll)rida has clearly demonstrated 
the potential for establishment of this pl;'st. In addition, Bactroc~ra car11mbolae ( c•trambola tiuit 
tly) ha~ i11vadcd Surinan1 tforn Asia and threatens the Caribbean Basin . 

. 4.lthough .A.PHIS is pursuing tl1c development of sterile insect technology for the Oriental Fruit 
Fly, it can be elit11inatcd quickfy, eftecrively, and relatively· int!xpensively \v·ith current methods. 
~.falc fn1it !lies of most Baclrocera species arc strt111gly-to-moderately attracted to scents 
coffiJrtonly used as foo<l alllliti\'es kno\vn as para-pheromones. These synthetic lures are used to 
attract males and~along \.\'ith pesti(:"ides (such as r..1cth5rJ Eugenof)--fOilll the basis of the rnalc: 
ainrihilatio11 techniqtie (!\11\ T), ()Ur prit11ary control strategy. i\s long as MAT is availal1le for 
area-\vidc suppression, tl1e 11ennanent establishm~nt 011the1nainland of Bactrocert1 species that 
respond similarly to para-pher()moncs is unlikely. (::urrently, our 1.\griculturnf Research Service 
(.r'\RS) is demonstrating the cftCcti\'eness of this technique in Ha\vaii as part of its area-\vidc fh1it 
tly suilprcssion progratn. \\'hile Jv1.A. T is inore cft"'ective an(1 Jess expensive than stenlc insect 
technology. v.•i; C(>ntinue t() dc,1cJop the sterile inscc! technit.]"UC fi:>r Orie11tal Fruit Fly in case the 
chemicals used i11 f\.fAT areproh.ibite<l fro1n use. Additionally, the MAT is not available tbr 
Stlnte Bactroccra specie8, including 1nclon fly and $Olanun1 fruit fly. 

APHIS operated a sterile Medfly facility in Wain1analo, Ha\vaii, for many years, bt1t closed it in 
2003 due--in part-to e11vironmental concerns. The AgenC)''s 20()6 Strategic Plan for Fruit Fly 
progranis recognizes the need to 1naintain a backup facility for sterile Medfl)' and-41iastrepl1a 
ludcns (!\1exfly) prod11ction to ens11re that our PRPs remain cft~t~tivc. To address this need. \Ve 

are e.xplonng optio11s iOr constructing a multi·spccics rearing facility and/or pri\'atizing sterile tl)' 
pro<luctit.1n. By November 2006, v,·e plan to ilublish in the FeLll!ral Registt'r a Notice of Request 
of Expressit\n of Intt'rest for Potential Site:; for a Fruit Fly Prt"Xiuctio1\ l~acility or Potential 
Sources of Sterile Fru1t Flies ft) explore ti.1rther options to reach 011r goals tOr tl1e sterile i11sec1 
tcchniqt1e as outlined in lhe strategic plan. \.'V'herever the new 11roduction facility· is located, \\'C 
will conti1111e to provide a strong presence in Hawaii to support the fruit fly mission. Hawaji 
11r(>Yides an excellent natural laboratory tbr research and devcJ(1pn1ent to address national and 
local fruit fly needs. Currently, APJIIS and ARS are cxplonng new cost effective lures and 
control techniques, and are considerirtg SIT for se\·eral Bac-trvcera :;r>ccies. Hov"'evcr, SIT is a 
spccics·spt'!('ific population n1anagcment ltlOI that relies on mass prod\1ction 111etl1odologie.'l a11d 
faciliti~s tOr each target fruit t1y ~pecies. 1n additio11. several years ruld extensive resourc:.cs arc 
rcquire<l tt) 1mpleu1e11t SIT tOr a ne\v species. h1 add1tion, \\'C arc expanding fruit fly detection 
activities in Ha\'laii to serve as Jn earl)' \Vaming for t11e intrfJduction ofne\\' exotit'. fi·uit tlics and 
to ~"Lipport the local management of established species. 
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We appreciate the Comn1ittee's consideration of this matter and would be happy to answer any 
questions. We are sending a similar letter to (;ongressnlan Bonilla, nnd Senators Bennett and 
Kohl. 

Sincerely, 

/{_:f~-r~·-
Mike Johanns 
Secretary 



The Honorable Henry Bonilla 

USDA a-
United States ~1.rtmt:nt of Agriculture 

Office ol the S!!Gretary 
Washington, D.C. 20250 

OCT 31 2006 

Chairman, Subcommittee on Agriculture, Rural Developn1ertt, 
Food and Dn1g 1\dn1inistration, and Related Agencies 

Corru11ittee on Appropriations 
LT. S. tlousc of Representatives 
2362-A Ra)'burn flouse Office Bi1ilding 
Wa•hington, D.C. 20515-6016 

Dear Mr. Chain11an: 

The report accompanying the Senate's Fiscal Year 2006 Agriculture, Rural Development, Food 
and Drug Ad1ninistration. and Related 1\gencies .<\ppropriations bill includes the following 
l~ngu:igc: "l'l1e (.'.onuuittee is et.\vare t11at the .t\.nimal and Plant Heahl1 Inspection Service 
(AP1·1lS) and State '-'OOllt~rah1rs participate in sterile fruit fly 1-.1-ograms to contT<)I dan1age to (fuit 
production C~'llJSt'<l r)rjn1arily b}' Mcdfi.Y. H()\:\:ever, agricultural production in Hawaii is also 
thrcate11ed by three other fruit tl)' species for \VhjcJ1 there is currently no sterile fly progratn. The 
C'om1nittee directs A.PHIS to consult wilh ;.lppropriatc agricultural representati\'CS in Haviaii 
rt::garding this llrobJem and rept1rt to the Co1111nittee on recommendations to control these 
additional pests, inclu(ling the possibility of initiating sttrilc fly programs." 

TJ1e primary goal of A.PHIS' fruit tly programs is to red\lce the risk of exotic fiuit flies being 
introduc-ed into the llnitcd States, and to mitigate the impact of exotic fruit flies that ha\'C 
become estalllished in parts of the co11tinentnl l:rnited States, Hawaii, and lJnited States 
temtories. In January 2006 .. .\PHlS' Ass~)ciat(." Deputy Adn1ini.strator for Plant Prot<..·"(.:tion :u1ti 
Qt1arantinc pri)grams .. l\PHlS' DireL·ttir of Fruit Fly Programs, and the Hawaii State Plat1t Health 
Director lteld several m~-ctings in Ha\' .. aii tt1 address the threats Cflused b.Y tl1e three otJ1er fniit lly 
species. 1\lso particiilatlng i11these1neetings v.:ere representatives ti'o1n tht! Hau:aii Departtncnt 
of _A.g1iculture (HD/\), including Snndra Kun1moto, c:hairpc-rson t1fthc B\)ard of t\griculture; and 
L):le \.Vong. the fIDA's Dircctt1r of Piai1t fndustry. Participnnts discussed .A.PlilS' role in Ha\vaii 
and a wide range of fiujt fly issues .. A.PHIS consulted .,.,.ith HDA abtlut irs recent!)' established 
surveilta11ce program to n1onitor the four fruit t1_v spccit.."S that are estahlishe<l in I·lawaii
(°'crititus CGpitata (Medfly). Bactrocer11 c1.1curbit(}I! (111elon fly). Bactrocera dorsa!ts (Oriental 
fruit fly). and Bacrroc<'ra lat(/i-ons (s(ifanum fruit fly)-and to detect jncursions of any exotic 
species not ki1own to occur in tfa~\'aii_ ln add1ti(lu, \\'e reafrirtllt."<l 1he CLlntinued 111ainte11ance of 
the HOA ·s teclmt)log.Y d~ve1op111e11t laboratory-the ('enter for Plant I-Iealth Sc-iencc nn'l 
Tcch11ology l-'ruit Fly Genetics and :'vfnnngement Laboratory (Ff-.(JMf~}·-1n \\.'aiman:ll(.l. H3waii. 
This laht)ratory develops aJtemative \,control tt"l'.f111iques for flies ofthr: Bac:troccra genus and 
supportr; dotnestic and off:.shorc APHIS programs. V'lr.: are- continuing our discussions \\1ith the 
HDA. 
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APfIJS' 2(106 Strategic Plrln for fruit tly prt)grams identifies the critical nee~l to develop 
alternative technologies to cQntroJ Bactrocera flies to enhance l)llf response capabilities and 
streng1hen 011r prevent<1tive reJe3se programs (PRPs). Although l'vJedtl_y and J\·fcxily arc the 
prin1ary focus of APHIS' dotticstic and off;;;hore funt fly activities, the Ractrocera flies pre:;ent 
i11 Ha\vaii are alst) serious p1)tcntial threats to U.S. industry Cl!l the n1n1nJand. In the past decade. 
the increase in ()riental Fruit Fly detections in (~a!ifon1ia and Florida has cle:lrly <.lentonstrated 
the potentiaJ for estab\ishnte111 oft11is pest. 111 addition, Bactrocero. cara1nb1)/ae (carambola fn1it 
fly) l'1as in\'adcd Surinnm fi:om :\sia and thrc;1tens thi;: ('.aril)hean Basin . 

. l.\lt11ougl1 .A.PHIS is pursuh1g the development of sterile insect technology for the Oriental Fn1it 
Fly, it i:an be eJin1inated quickly, cfli:.cti..,.·ely, ai1d relabvel)' inexpt'nsivcly \.\."ith Cl.1rre11t 111ethods. 
,\1nlc fruit fl1cs ofmt)Sl BaL·troccra species are strot1gly-to-n1oderatcly attracted to scents 
commonly l1sed as food additives kno\vn as p~lra-pheromones. These S)'nthetic lures arc used to 
attract n1ales and----altl11g '>Vi th pesticides (such as J\.J~thyl Eugt~11ol}---fi)rm the basi.<s: of the tnalt' 
a11nihilation technique (~·1AT), our primary control strategy .. A.s long as M.-\T is available for 
area-1,vi1..1e sup11ressioJ1, the flennanent establishment on the n1ainJand of Bttc1roc(~r(1 species that 
respc1nd sin1i1arly to para-pheromones is unlikely. Curre11lly, ouJ AgiicuJtural Research Service 
(/ill.S) is dernonstrating the effectiveness of this t~chnique i11 l-Iav-.'aii as part of its <lrcnR\vidc fii.1it 
tl)' s11ppression progrum. \Vhilc f\t1AT is miJre effective and less expensi\•e than steriJe insec:t 
technology. we c.·onlinue to develop the sterile: insect tecl1niquc for Oriental Fn1it Fly in case the 
chemicals use.d i11 M.-\ T are prohibited fron1 use. J"\dditionally, the. M.~ T is 11ot available for 
son1e Bnctrocera spet:ies, including 1nelon fly and sol.anun1 fruit fly. 

APHfS 01lerated a sterile Med fly facility in Wairnanalo, Ha\vaii, for many years, but closed it it1 
2003 due---in part~to environmental concerns. '111e Agency's 2006 Strategic Plan for Fruit Fly 
prograi.11s recognizes the need to maintain a backup facility for :sterile Medfly and A11aslreph<1 
luclens (~1e."<..t1y) prtxluction to e1isure tl1at our PRPs remnin effective. To address this need, \.Ve 

Me exploiing opti(1ns for constructing a n1ulti-species rearing facility ancL't1r J,rivatiiing sterile tly 
production. By Nove1nber 2fJ06, \Ve plan to publish iI1 the f'etleral Rt:gistcr a Notice of Request 
of Exprcs:sil111 of l.nterest for P(.1tential Sites for a Fruit Fly Production Facility or Potential 
Sources of Sterile Fruit Flies to explore further options to rench our goals fbr the sterile i11sect 
technique as outlined in the strategic plan. \Vherever the ne\\' production f<1cility is located, \Ve 
wi II continue to provi(le a stT011g presence in Hawaii to support the fruit fly 1nission. lfa1,11-·aii 
proYidcs an C.'{L'elle11t natural laboratory for rcsearcl1 and de\"elopment to Jddres:i 11ati11nal and 
local ifuit tly needs. Currently, APHTS and /~.RS are exploring new cost effective lures and 
C\)!ltrol techniques, and are consjdering SIT tbr SC\'craJ liacrrocera Sf')t't:ies. llo~\'CVCf, srr is a 
species-specific poplllatic1n mai.1agen1ent to1.)l that reli~s on mass llroduction 111etho<lologies and 
t:1cilities for each target fruit fly spe1.:ies. I11 addition, se\'eral years and cxtensi\'e re$ources are 
requirct1 to i1nillen1ent SIT for a nevr species. ln addition, ~~·e are expanding fruit tJ)' detectiorr 
activities in Fi<P,vaii to serve as an early \Var11ing for the 1ntroduc:tion of DC\V exotic fruit flies an<l 
tl) su1l1lort tI1e local n1anagcmcnr of established species. 
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\Ve appreciate the Committee's consideratio11 of th.is matter and v..-ou]d be happy to answer any 
qHcstions. V\1e are sending a similar letter to Congressv,:on1a11 Dt:T~auro and Senators Bennett and 
Kohl. 

Sincerely, 

A'_;(~~··· 
Mike Jol1anns 
Se<..,1etary 



USDA 
~ 

Unlled States D&partment of Agriculture 

The Ho11orabJe Robert F. Bennett 

Office of the Secretary 
Washington, D.C. 20250 

OCT 31 2006 

Chainnan, Subcon1111ittee on /\griculturc, Rural Developn1ent 
And Related Agencjes 

Committee on 1\ppropriations 
United States Se11ate 
190 Dirksen Senste Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Cl1airman: 

The report accornpanyi11g the Senate's Fiscal Year 2006 Agriculture, Rural De\'clopment, Food 
and Drug Ad111inistration, and Rr:-lated Agencies Appropriati<.)ns bill includes the following 
language: .. Tbe Committee is a\\'are that the .A .. nin1al a11d Plant 1-Iealth Inspection Service 
(r'\PI-IIS) and State cooperators pi.irticipatc in sterile fruit t1y programs to control damage to fruit 
ilro~:h1ctio11 caused primarily l1y f\..1edt1y. Ho~\'evcr, agri~ultural 1>nJduction in Hat~'aii is aJs.iJ 
threatened by tl1rce other fruit fly spt'Cies for v.·hich there is currently no sterile fly progran1. Tl1e 
l~un1111ittee directs APtIIS to cons11lt \Vith apJ1ropriate agricultural represe11tatives in I-la\vaii 
rcgardi11g this problem nnd report to the Comn1ittt:!e t)n recomn1endations to cont.rt)] these 
additional pests, i11cluding the p<Jssibilit)' of initiating sterilt.· tly pr<)grams." 

Tl1e pritnatj.' goal of .A.PHIS' fruit fly prr1gr1.urls is to reduce the risk of exotic fi11it flies being 
introduced into the United St.ates. nnd to mjtigale !he impact of exotic fruit flies that have 
become established in pa11s of the continenral Unitai States. Ha~·aii, and Uniteti States 
territories. In January 2006, .'\PHIS' A:o;sociate Dep11ty Administrat~)r for Plant Pn:)tection and 
<Juarrrntinc pr0t.,rr;n11s, APHIS' Director ()f Fn1it Fly Programs, and the fla\\-'aii Stntc Plant Health 
Dir<::ctor held several meetings ii1 Hflwaii to address the threats caused hy the three other fruit fly 
species. ,\!so participating in ~hcsc n1eetings \-.·ere repre~entatives from the l'fawa1i Oepnrtn1e11t 
of 1\gric1tlture (HD.A.), i11cluding Sandra Kunh11oto, C'hairperson l)fth~ Board of F\griculturc; and 
L.vle \\.'ong, the tID.A.'s Dircch.lrCJfPJant I11dustry. Participants discussed ,'\P~IIS' role in Hawaii 
and a \Vide range of fn1it fly i$sues .. A.PHIS \.:onsulted \Vith HD.I\ about its recently establisl1cd 
survcilhu1\.'C program to n1onitor the four fruit tly specii:s that nre established in I~a\\·aii
(~<"rititrlS (.~a/Jitata (Mcdtly), Bactrncera cuc1lrbitae (n1eI011 fly}, Bactroccra clorsafis (Oriental 
fruit fly), and Bt1ctrocera latifrons (sola.nun1 fruit fly)-and to detect incur.,ions of any exotic 
species not kno\vn to ~cur i11 l·Ia,vaii. Jn addition, we reaffinnl"d the co11tinucd maintenance of 
the HD.A. 's tcchn~--,logy devclopn1cnt laborEltory-·tl1e Center for Pinnt Health Sci(,-ncc and 
·rechnology Fn1i1 Fly (Jenetics and Manage111ent f_ab,)ratory (FFGN1J,_}-··in Waimanalo. Tia'>,1aii. 
111is lalloratory develops altenlatlve cClntrol techniques for flies of the BaC'tro .. :era genus and 
supports dl)mcstic and off-shore .~f·IIS progra111s. Wear~ c:-0nti1luing our discu~sions '.vitJ1 the 
HOA. 
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APHTS' 2006 Strategic Plan for fruit fly programs identifies the critjcal need to develop 
aJten1ative te .. ·lu1olt)gies to control Bactrocera flies to enhance our response capabilities a11tl 
strengthen our preventati\'e release JJrogrru11s (PRPs). ,t\Jthough r-..1cd0y anti l\1e.xtly are the 
l1rin1ary f<)CUS of AP~IIS' do111cstic and offshore fnlit fly <11.~ti"vities. the /Jactrocera flies present 
1n }{awaii arc also serious P<)tential thre:1ts toll .S. industry on the n1ainland. 111the11ast decade, 
tile: increase in Oriental Fruit F'I;.· detections in C,:ihfon1iti c1nd r·1arid<J i1~1s cJearl_v dcmc1nstratcd 
tJ1e pote11tial for establishment of this pest. In adi.lition, Bctctrocera cara1nbolae (cammhola f111it 
t1y) has invaded Suri11am IT0111 Asia and threate11s the Caribbean Basin. 

r\lt11ough . .\..PHIS is 1111rsuing the dC\'clopn1ent of sterile inst:c.t technology for the Oriental Fruit 
Fly, it ca11 l1e eliminated quickly, effectively, and relati\·ely inex11ensively \Vith current 111etl1Q{fs. 
!\-tale fruit flies llfmost Bactrocera species art~ strongly-to-moderately attracted t~) scents 
cc.111u1Hlnl)' used. as f0c1d udditi\'cs k110""'11 as para-pheromones. ·r11esc synthetic lures arc lIS{;'d to 
Jttract 111al~s and-along \vit11 pesticides (sucl1 as r-.1ctb)1J Eugenol}····f()rm the basis of the n1ale 
annihilation technique (!vJ,<\T), Ollr pri111ary control strategy .. ..\s long as tvfA"f 1s available fi)r 
arca-\\'idc suppression, the per1nancnt establishmt:nt on the 111ainland 1..lf Hactrocerri :>:pccies that 
res~lOnd similarly t1.J .1?ara-phertlnt<Jnes is Hnlik~Jy. ('.WTentl.r, our Agricultur.11 Research Scrvi1..'e 
(_f\RS) is demc1nstrating th-.: efl{!ct1\'e.ncss of this tec.:hnique i11 Ha\vaii as part of its arca-\v1dc f1l.11t 
fly suppressio11 pre) gram. \\.'hile Mi\ T is mcire t~ffcctive nnd less expensive than sterile insect 
t~hnol<)gy, \\'C continue f() cle\'cfClp the sterile insect technique fi_ir Oriental Fruit Fly in ca:;e the 
l'.J1en1icals used in J\.fA 1· ~trc prohihited from use. 1\dditionaJJy, the M.~ T is D(ll available for 
some Baclrocera species, including mclo11 t1y and solanum fruit fly 

.A.PHIS operated a sterile l\.1edf1y facility in \\1ai111analo, f-la\\'aii, for 111any years, but c-loscd it in 
2ll03 due---in part-tci er1vironn1ental concerns. The A.g.e11cy's 2006 Strate,&oic Plan tOr Fruit Fly 
programs recognizes the i1eed to 1naintai11 a backu1l facility for sterile rvtedtly and ,..lnastreplza 
l11llens (~1cxfly) production tll e11sure t11at f!Ur PRPs remain effective. To address this ncOO, we 
arc exploring opti·ons for constructing a multi-species rearing facility :1nt!!or pti\',1tizing sterile fl)' 
production. By November 2006. we plan to pubJish in the f'edcral Ri~,gislt:r a Notice tlf Request 
ofE.xprcssion of Interest for Potential Sires for a Fruit Fly Production Fa(.:ility or Pt1tcntiaJ 
Sources ofStc1iJc f111it file~ to expforc fu1ihcr options to reach our gllals tC>r the sterile insect 
teclu1iq11e as f)Utli11e<l in the strategic plan. \\.'h1;.~fC\'Cr the new production t'ac1lity is located, wc 
1,,vill cnntinue to provide a strong prcscnc~ in Ha\vaii to s11pport the fn11t fly 1nission. lla\\'tui 
provides an excellent 11atural labt)rntory t"i.lr research and dc:velopment to addrt!'ss national n.nd 
local fruit fly needs. ('urrcntly. API-JIS and .<\RS are expJ<,ring nC\\' cost effective lurt:s and 
control techniques. and are consi(fcring SIT for several Brrc:roct•ra spe(·ies. Ho\vcvcr, srr is a 
sp1Xies-specifit.'. population manage1ncnt tool that relies on n1ass productio11111ethodologics and. 
facilities for cncl1 target fruit fly species. In addition, several years and extensive resources are 
required f{) in1p!cmcnt S1"r fi)T 3 ne'Y spec.:ies. fn addition. Wt' are expanding fruit fl)' det1..·ctiOII 
activities in Ha'\'aii to scr\·c as an early \van1ing fl.1r the introduction ofne\v cx<.1tic fruit flies and 
to support the local 1na11agen1ent of establi:;hcd species. 
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\V~ appreciate the Cl'nunittee's consideration of this matter and \vould be happy to answer any 
tlucstions. \Ve are sending a similar letter to Congress111an BonilJa, CongrcSS\VOlllfill Del_auro, 
and Senator Kohl. 

Sincerely, 

Mike Johanns 
Secretary 



The Ho11orable Herb Kohl 

USDA am 
United s111e1 Department of Agrfculture 

Office of the Secretary 
Washington, D.C. 20250 

OCT 31 ZOOS 

Subconm1ittee on Agriculture, Rural De\'e1opment 
and Related Agencies 

Comn1ittee on Appropriations 
United States Senate 
123 Hart Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Kohl: 

The report accompanying the Senate's Fiscal Year 2t)()6 Agriculture, Rural De\'elop1nent. Food 
and Drug 1\dn1inistrati<.111, and Related ,..\gencies Appropriations blll incluttes the tOllowing 
lall!,'llagc: ···1·he C'onl111ittee is a\varc that the Anin1al and Plant Hea1tl1 Inspection Service 
(.'\PHIS) Jnd State .c:oopera!urs I'<lzticipate i11 sterile fruit fl)' progran1s to control damage tfJ fi11it 
prtiduction caused jJrimarily hy f\.1edtly. I·f(1\~'C\'Cr, agricultural }lITJduction in f{awaii is also 
threatened by three other th1it fly ~-p~cic~ for v.'hich there is currenlly 11<) sterile fly progn1n1. l'l1e 
Cominittec directs AP111S to consult with appropriate agriculturaJ representative.sin flaivaii 
regarding tl1is prohlem and report to the Committee on recommendations to control these 
additional pests, including the possibility (Jf initiating sterile fly pri.)gr11ms." 

I'he primary goal of APHJS' fn1it fly progran1s is to reduce the risk of exotic fruit flies being 
intrllduced into tl1e {J11ited States, and to 1nitigate Ute i111pact of exotic fruit flies that have 
l)ecotne established in parts of the C~)ntinentaJ lJnited States, ~la\~'aii, and Lh1ite..i States 
territories_ In Ju11ual")' 2006, .t\PHIS' .Associate Deputy .J1,.timjnistrator for Plant Prott:ction and 
l)uarantine llrogra1ns, ;\PHIS' Director (1fFnlit FJ_y Progran1s, and the Ha\\.·aii State Plant H1.::alt11 
Director hel(3. several t11cctings in f{a~'aii to address the thrc::1ts caused b)' the tllfee other fruit fly 
species. :\lso 11a11icipating in these mccti11gs \\'ere representatives from the Ha\\'aii Depnrhne11l 
of /1.griculture (1-IDA), in.:-l11ding Sandrn Kunimoto, ('hairpers(1n of the R<1ard of Agriculture; and 
L_y·Jc 'v\iong. the HD,'\ 's Direct<>r of Plant lndus1ry. Participants discussed ,-\Ptl!S' role in H'1wuil 
and ,1 \Vide range offi·uit tly issut'S. APHIS consulted ~·ith I-IDA about its recently establisl1ed 
sun;eillancc J.lrograi11 {()monitor the four fruit fly species that are estabhshed in fla\\·aii~ 
(.'eritirus (-'apiiata (!\1edfly), 8act1·ocera cucurbifat: (melon fly), Bactrocerct clor:salis (_(Jtiental 
fruit fly), and Bact1·ocera lau:frons (solan11m fn1it fly)--nnd to detect incursions ofan)'CXotic 
species not kno,vn to occur h1 Ha-...vaii. Jn additi0n. v.•e reaffinncd tbe 1.:ontinuetl 1nnintenance of 
the HDA 's technoltlgy development l:'tborutl.1ry-thc ('enter fc1r Planr f{ealth Scie11c<.~ and 
·rech11olog:y Fruit Fly Genetics and !\1anagemcnt Luboratt)ry (F.FG't\·1"L}----i11 Wai1na11alo, flu\i.·aii. 
This laboratoty develops alternative control tecluri.ques fl)T t1ies oftl1e Bacrrocera gt~1111s and 
supports domestic and off-shore .r\PfITS programs. \Vear~ continui11g our discussions with the 
HDA. 
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APHIS' 2006 Strategic Plan fnr fruit fly programs identities the critical need to deveJop 
alternative technologies to control Bac/rocera flies to crihance our response capabilities and 
strc11gthcn our preventative release progrnn1s (PRPs). 1\lthough Med fly and Mexfly are the The 
p1imary focus of .-\PffIS' do1nestic '-Ind ofTshor~ fruit fly activities, the Bt1ctroccra flies J-1resent 
in }la\V:Jii art:: also serious pot~1lti;.1! threats to lJ.S. industry on the 111ainlnnd. Jn the past ((ecade. 
the increase in Oriental Fruit Fly detections in Ca1it0mia and Florida has clt::arl)' dcmonstratt"<l 
the polentis.1 fOr c:sfahlish1ncnt of this pest. In addition, Bocrrocera ctiruniho/aP ( caran1bl)la fruit 
fly) J1a(j invaded Sutinam fron11\sia and threatens the Caribbea11 Basin. 

Although AP HIS is 1-1urslting the de\refop1nent of sterile insecl technolog)' fiJr the Oriental fruit 
Fl)', it can be elilninated quick])', effectively, and relatively inexpensively with cun"l!nt methods. 
rvtule fruit tlit~S of tnost Bvcfroccr11 species are slrongl)·-tn-n11.xlerately attracted to scents 
cotnmon1y used as fotxl additives known as para-pheromones. These sy11thctic lures are used to 
atlract males and-along \\'ith pesti<.:ides (such as Methyl EugenoJ}----fon11 the basis of the male 
f.:lnnil1ilati1Jn technjque (Tv1AT), our primary control stralegy. As long as l\1AT is available for 
area-\vide suppression, the pe-rn1anent establishment r>i1 the m11inland of Bacfrocera species that 
respl)J}(J si1niJarly to p.1ra-1?hen.Jmoues is unJ1J . .-cJ}'. (;urrent})', our .A.gricultur.~l Re.se.1rGh .'i:t•IYice 
(.r\RS) is demonstrating the etTectiveness of this techniqu~ i11 Ha\\'aii a~ part of its area-,vide fruit 
fly suppression progran1. Wlrile rvtA'f is more effective and less expensive than sterile inst..x·t 
tcclu10Jog)1, \Ve contirtue to develop the sterile insect tecl1niquc for OiicntaJ ft1Jit F'ly in case the 
cl1e111icals used i11 Mi\. T are _prohibited front llSC. /'\dditionally, tire ~Lo\ Tis not available for 
so1nc Bactrocera species, includi11g n1elon fly and sol.anun1 fruit fl)'. 

;\PHIS opcr~ted a stetile Medfly facility in \Vaimanalo, Ha\vaii, fllr many ye.ars, but closed it in 
2003 due~in part~to envirorunenta] concerns. TJ1e Agency's 2()06 Strateglc Plan f()f Fruit Fly 
pro.b'Tan1s rec1Jgnizcs the need to maintain a backup facility for sterile ~-1cdfly and . . 4naslre[Jlta 
fl,(/ens (J\.texfl)') production to ensure that our PRPs ren1a1n effective. 'fo address this need, \Ve 

are exploring c•ptions for constn1cting a multi-species rearing facility· and/or privatizing sterile fly 
protluction. By Noven1ber 2006, v.-·e plan to publish i11 the l·'e(/erat Re.~isrer a Notice of Request 
of Expression of Interest for Potential Sites for a ftllit F1y Produt:tion Facility (_)f Pott·11tial 
Sources of Sterile .Fruit flies to explore further options to reach our goals for the sterile inse('.t 
tcchJ1ique :.i.S outlined in the strategic plan. \.\/hcre,,er the neiv produclion 111.(.·iJity is loc<ltt."'<i. \\'C 
v.'ill 1:;c_111tinne to provide. a strring presence in ffa\vaii lo suppo11 t11e fruit tly 1niss1on. ll:iwaii 
provides an excellent natural laboratory l'Or research and development to address national and 
local fi·uit t1y needs. (~urrently .. l\PlfIS and .ARS are exploring llt'\V cost effccti·ve lures and 
Cl)nlrt)1 techniques. and are considering srr ti.1r ~cveral Bacfrnccra species. }fo\VCVt'f, SIT is a 
specics-spt'cific population managetnent tool thal relics on n1uss production methodt)lot,ries and 
facihties for each target fruit fly species. In addition, several years and t':Xtensive rcstiurccs are 
required to in1.plt:n1cnt SlT for a ne\i.1 species. Jn addition. \·•;re are expanding tru1t fly detection 
activities in Jfawaii to serve as an early warning for the introduction ofne\\-· ex()tic fniit flies and 
to suppo1t the local n1anagen1ent of established species. 
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We appreciate the Committee's consideration of this n1atter and \vould be happy to answer any 
questions. V./e arc sending a sin1i lar letter to Congressman Bonilla, Congress\\'On1ai1 DeLa11ro, 
and Senator Bennett. 

Sincerely, 

A-:f~4--
Mike Johann~ 
Secretary 
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DEC 2 0 2006 

USDA -
United Stllte• Department ot Agriculture 

Office ol the Secretary 
Washington, D.C. 20250 

The Honorable Richard B. Cheney 
President of the Senate 
Washington, D.C. 20510 

Dear Mr. President: 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office of Inspector General's Semiannual Report to 
Congress covering the 6-month period that ended September 30, 2006. 

This report reflects the work of the Office of Inspector General to promote efficiency 
and effectiveness and to prevent and detect fraud and mismanagement in the 
Department of Agriculture's operations. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 



DEC 2 0 2006 

USDA -
United States Department of Agrlculture 

Office of lhe Secretary 
Washington, D.C. 20250 

The Honorable J. Dennis Hastert 
Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Mr. Speaker: 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office oflnspector General's Semiannual Report to 
Congress covering the 6-month period that ended September 30, 2006. 

This report reflects the work of the Office of Inspector General to promote efficiency 
and effectiveness and to prevent and detect fraud and mismanagement in the 
Department of Agriculture's operations. 

Sincerely, 

Mike Johanris 
Secretary 

Enclosure 

An Equal Opportunity ElfllloYer 
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December 7, 2006 

The Honorable Nancy Pelosi 
Speaker-elect of the House 
Office of the Speaker of the House 
2371 RHOB 
Washington, DC 20515 

The Honorable John Boehner 
House Majority Leader-elect 
Office of the House Majority Leader 
1011 LHOB 
Washington, DC 20515 

N ,\ I' II Counties Care for America 

ft ';.;:: 3 ~ 

The Honorable Harry Reid 
Senate Majority Leader-elect 
Office of the Senate Majority Leader 
SH-528 HSOB 
Washington, DC 20510 

The Honorable Mitch McConnell 
Senate Minority Leader-elect 
Office of the Senate Minority Leader 
SR-36\A RSOB 
Washington, DC 20510 

Dear Senators Reid and McConnell and Representatives Pelosi and Boehner: 

We are pleased to provide you with a new Implementation Plan that will help set the course for 
the second five years of"A Collaborative Approach for Reducing Wild/and Fire Risks to 
Communities and the Environment: I 0-Year Strategy." 

The JO-Year Strategy was requested by the Congress in 2000. The fires that year focused 
national attention on the threats wildland fire poses to people, communities, and natural 
resources. All levels of government responded and, in concert with a wide spectrum of non
governmental interests, joined forces to develop a comprehensive nationwide approach to lessen 
the impacts of unwanted fires. In August 2001, the Western Governors' Association, the 
Secretaries of the Departments of Agriculture and the Interior, and many others, including 
southern Governors, the National Association of Counties and tribes approved the JO-Year 
Strategy. The original Imp/ementalion Plan for the JO-Year Strategy was approved in May 2002. 

Governmental and non-governmental entities are collaborating and making significant progress 
on the ground and in management to address this nation's frre and forest health needs. The 
introduction to the new Implementation Plan describes this progress. Yet, despite our best 
efforts thus far, substantial work on our forest and rangeland remains. The new Implementation 
Plan sets forth desired outcomes, performance measures, and responsibilities for the Strategy's 
four goals: improving fire prevention and suppression, reducing hazardous fuels, restoring 
ecosystems and promoting community assistance. The goals are interrelated and mutually 
reinforcing: restoring ecosystems and reducing hazardous fuels reduces risks to communities and 
provides economic benefits, in addition to improving fire prevention and suppression. 
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This new Implementation Plan emphasizes: 

• Information sharing and monitoring of accomplishments and forest conditions to improve 
transparency. 

• A long-term commitment to maintaining the essential resources for implementation. 
• A landscape-level vision for restoration of fire adapted ecosystems. 
• The importance of using fire as a management tool. 
• Continued improvement in our collaboration efforts. 

We have again worked closely with a range of stakeholders and experts to craft the new 
Implementation Plan. These individuals have endorsed its content. They are listed in Appendix 
C of the enclosure. 

We believe, over time, that the approach detailed in the new Implementation Plan will 
significantly diminish the risks posed by wildfire to our communities and the environment. We 
look forward to reporting our progress to you. 

Sincerely, 

<;o,·rnror of Soulh l>akola 
(.'haimtan 

~ (/, ..b't::;-
anct 'iapolitano 1' 
;o\·emor of ,\rimna 

~cµ~~ 
Mike Johanns 
Secretary of Department of Agriculture 

(lµiL<--. c/~ 
Colleen Landkamer 
Commissioner, Blue Earth County, MN 
President of the National Association of 
Counties 

Enclosure 

• 

d'/11~? 
iit7tJTudrn1hal 
(;u,·r n1or of \\',,-ominJ? 
\·icr <·11ainnan 

Janw!i t:. Ri!irh 
~ofldaho 

P. Lynn Scarlett 
Deputy Secretary of the Department of the 
Interior 

F. ~JU-_ 
E, Austin Short, Ill 
Delaware State Forester 
President of the National Association of State 
Foresters 
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United States Department of Agriculture 

The Honorable Henry Bonilla 

Office of the Secretary 
Washington, D.C. 20250 

Chairman, Subcommittee on Agriculture, Rural Development. 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Mr. Chainnan: 

JUL 3 1 2006 

House Report 109-463 accompanying the Agriculture, Rural Development, Food and 
Drug Administration, and Related Agencies Appropriations Bill, 2007, requires the 
Secretary of Agriculture to provide quarterly reports, beginning July 31, 2006, on the 
status of continuity of operations of the National Finance Center (NFC), remote mirror 
imaging, the reestablishment of payroll and cross-servicing operations and function in 
New Orleans, Louisiana, selection of a new alternate worksite, and plans for the new 
primary computing facility. The enclosed report, "Continuity of Operations of the 
National Finance Center, the Reestablishment of Payroll and Cross-Servicing Operations 
and Functions in New Orleans, and Plans for Back-Up Facilities," complies with the 
Conferees' directive. This enclosure provides infonnation on NFC's response to 
Hurricane Katrina, its accomplishments in restoring its business functions and operations, 
and the status of and plans for risk-managed back-up facilities. 

If you have any questions or wish to discuss this report in more detail, please have a 
member of your staff contact Charles R. Christopherson, Jr., USDA's Chief Financial 
Officer, at 202-720-5539. Identical letters are being sent to Congresswoman DeLauro, 
Senator Bennett and Senator Kohl. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 

An Equal Opportunity Employer 



... 
USDA 
iiiiiiii 

United States Department of Agriculture 

The Honorable Robert Bennett 

Office of the Secretary 
Washington, O.C. 20250 

Chairman, Subcommittee on Agriculture, Rural Development, 
and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

JUL 3 1 2006 

House Report 109-463 accompanying the Agriculture, Rural Development, Food and 
Drug Administration, and Related Agencies Appropriations Bill, 2007, requires the 
Secretary of Agriculture to provide quarterly reports, beginning July 31, 2006, on the 
status of continuity of operations of the National Finance Center (NFC), remote mirror 
imaging, the reestablishment of payroll and cross-servicing operations and function in 
New Orleans, Louisiana, selection of a new alternate worksite, and plans for the new 
primary computing facility. The enclosed report, "Continuity of Operations of the 
National Finance Center, the Reestablishment of Payroll and Cross-Servicing Operations 
and Functions in New Orleans, and Plans for Back-Up Facilities," complies with the 
Conferees' directive. This enclosure provides information on NFC's response to 
Hunicane Katrina, its accomplishments in restoring its business functions and operations, 
and the status of and plans for risk-managed back-up facilities. 

If you have any questions or wish to discuss this report in more detail, please have a 
member of your staff contact Charles R. Christopherson, Jr., USDA's Chief Financial 
Officer, at 202-720-5539. Identical letters are being sent to Senator Kohl, 
Congressman Bonilla and Congresswoman DeLauro. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 

An Equal Opportunity Employer 



.. 
USDA 
iiim 

United States Department of Agrlcult-ure 

The Honorable Rosa DeLauro 

Office of the Secretary 
Washington, D.C. 20250 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2262 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Congresswoman DeLauro: 

JUL 3 1 2006 

House Report I 09-463 accompanying the Agriculture, Rural Development, Food and 
Drug Administration, and Related Agencies Appropriations Bill, 2007, requires the 
Secretary of Agriculture to provide quarterly reports, begi1U1ing July 31, 2006, on the 
status of continuity of operations of the National Finance Center (NFC), remote mirror 
imaging, the reestablishment of payroll and cross-servicing operations and function in 
New Orleans, Louisiana, selection of a new alternate worksite, and plans for the new 
primary computing facility. The enclosed report, "Continuity of Operations of the 
National Finance Center, the Reestablishment of Payroll and Cross-Servicing Operations 
and Functions in New Orleans, and Plans for Back-Up Facilities," complies with the 
Conferees' directive. This enclosure provides information on NFC's response to 
Hurricane Katrina, its accomplishments in restoring its business functions and operations, 
and the status of and plans for risk-managed back-up facilities. 

If you have any questions or wish to discuss this report in more detail, please have a 
member of your staff contact Charles R. Clrristopherson, Jr., USDA's Chief Financial 
Officer, at 202-720-5539. Identical letters are being sent to Congressman Bonilla, 
Senator Bennett and Senator Kohl. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

The Honorable Herbert Kohl 

Office of the Secretary 
Washington, D.C. 20250 

Ranking Member, Subcommittee on Agriculture, 
Rura] Development, and Related Agencies 

Committee on Appropriations 
United States Senate 
123 Hart Senate Office Building 
Washington, D.C. 20510 

Dear Senator Kohl: 

JUL 3 1 2006 

House Report 109-463 accompanying the Agriculture, Rural Development, Food and 
Drug Administration, and Related Agencies Appropriations Bill, 2007, requires the 
Secretary of Agriculture to provide quarterly reports, beginning July 31, 2006, on the 
status of continuity of operations of the National Finance Center (NFC), remote mirror 
imaging, the reestablishment of payroll and cross-servicing operations and function in 
New Orleans, Louisiana, selection of a new alternate worksite, and plans for the new 
primary computing facility. The enclosed report, "Continuity of Operations of the 
National Finance Center, the Reestablishment of Payroll and Cross-Servicing Operations 
and Functions in New Orleans, and Plans for Back .... Up Facilities," complies with the 
Conferees' directive. This enclosure provides information on NFC's response to 
Hurricane Katrina, its accomplishments in restoring its business functions and operations, 
and the status of and plans for risk-managed back-up facilities. 

If you have any questions or wish to discuss this report in more detail, please have a 
member of your staff contact Charles R. Christopherson, Jr., USDA's Chief Financial 
Officer, at 202-720-5539. Identical letters are being sent to Senator Bennett, 
Congressman Bonilla and Congresswoman DeLauro. 
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Mike Johanns 
Secretary 
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Executive Summary 

This report is prepared in acc:ordance \Vilh the Grain Standards and \Varehouse Improvement Act of 2000 
(P"L 106-472. Nov. 2000). The Act requires by l'vlarch 1~1 of each year, the Secre1ary of Agriculture shall 
submit to Congres<> a repllrt that: I) ac;.sesses the geJJcral economic state of the cnttlc and hog industries; 2) 
describes rhc changing business practices in those industries: n.nd ) ) identifies market l)perati(ins or 
acti\'itics in ihose industries that appear tc) raise concerns under tht- Packers and StOl'kyards Act. 

·rhis is the sixth annual report made by the Grain Inspection. Packers and Stockyards .i\.dn1inistration 
(GIPSA} to C ... 1ngress. The report f1Jcuses on data G!PS.f.\. collects under its regulatory authority for the 
lives1ock and meat tnarket channels in the C.1.ttli:-beef and hog-pork industries .. -\dditionally. the report 
includes sections on 1.he shecp-lan1b and poultry industries. By focusing on the marketing scg1nen( 
(livestock dealers, markets, and packers) that GIPS.6.. regulates, the rcpor1 highlights infOr1uation 
unavailable fron1 other sources. The report covers event~ and data a\·ailable as of September 30, :!006. 
~·hich is the close of the government fis.cal year. ~lost of the di:;cussion of the pflojected annual 
outc,}n1e1>. ho\.vever. is on a calendar ye:i.r basis. 

Data available from annual reports filed. Vl-"ith GJPSA by packers p1\)vide a snapshot of the indusl.t)· eai.::h 
year through the most recent :year of data available. 111e dat.a \Vere used tc reveal trends over time in key 
indu1.try charactcri:->tii.:s tllld prl)_ject expectations for 2006. rhe data shO\'>' that the four largest firms' 
share of the total value l)f !ivesrock ~")urchases. i.e., agi:.rregate industry concentration. ha<; trended steadily 
up\vard over the last JO years. Patterns of concentration in purchar.;e of different type<.> of livestock. 
h.:i\vever. have exhibited different trends. Four firm concentration by \.olwnc 1)f ;;laughter iri tutal cattle. 
steer and heifer slaughter. hox.ed beef production. and poultry slaughter have all been relatively stab lo: in 
recent :ye<tfs. while cov. and bull slaughter and hog slaughter ha\·e exhibited incrca<;e':i in C•Jnccntmtil)ll, 
and concentration in sheep slaughter has declined over rhis pe.riod. 

Trends in mRrketing practices of packers vary by s~cies. 1-'or example. carcass-basis purchases of cattle 
exhibited a strong up\Vard trend fron1 1998 through 2002. remained about tl1e same in 2003 before falling 
in 2004, rhcn increased in 2005. By comparisDn. carcass-basis purchao;es of hngs increased steritiil~ from 
1995 through J 999. fel I slightl}" in 2000. and have increased at a relatively slO\.\I ralt: ~incc since 2000. 
·rhe fuur largest beef packers' !ISi:! ofcom1nittcd pro..:uremc11t n1ethod~ increased sliglul) in 2005. but 
packer feeding and use of markeling agrcen\eJJL<; ha\·e hoth declined notably since the firsl 1hree y..-ars ,,f 
this decade. ()nly for\v::trd ..:l)ntracring exhibits a continuing up\1,:ard trend. Fl)TY.·ard r.:ontracts currently, 
hov.:cver. represent a relativel_y small portion of total cattle procure-rncnt. .i\nl1lher s,1urce of infi.11111ation 
on marke(ing arrangements is the Swine Contract l,ihral)· (S('l,) mriintained in accordance with the 
Livestock Mandatory Reporting Act of 1999. Reports to the SCL of estimated fu1ure deliveries under 
c.:.1ntracts pr~Yvidr;;:d a \1scful ind i..:=atil)tl cf expected f utllre trends in del i\·eries pri(Jr to the ~xpiration of the 
Act in September 2005. 'f11e Act v.·as recently rene\\'ed. 

As carcass-based procure1nent has historically increased in vohune, packers have increased the 
development and testing of carcass evaluation devices in the beef industry. C.hanges 10 carcass merit 
progr::i1ns l<.lt hl\~;s \\·ere not sig.niticant in 2006, perhaps retlecting the. fact that trends in carcass hasis 
purcha~es <Jfhogs have stabilized at already-high lcv~ls in recent years. 

4 



I. General Economic State of the Industries 

The Packers and Stockyards Progratn (P&SP) of the Grain lnspection, Packers and Stockyards 
Administration (GIPSA) administers and enforces the Packers and Stockyards Act (P&S. Act) and 
monitors tinancial and business practices in the livestock. meatpacking, and poultry industries. F.\.·ery 
packer, live poulh)' dealer, stockyard ownt"r, 111arket agency. and dealer 1uust file a report annually\.\. ith 
GlPS,'\. Since reporting year l 9i7, packers that operate in interstate commel'ce and pur..:hase $500,000 or 
more of livestock l)ll an annual ba...,is are required to file an annual rep0rt \\oith GlP~A. The reports iilcd 
hy these packers contain data on the quantity and cos~ of the firms· purcha.c;c<; ofli~'cstock for "!laughter, 
the finns' busine .. s practices, and 1inancial •lspccts of the s!aughtt>r firms' operation:.. l)atn available from 
these reports pn.)vid\;" a snapshot of r.hc industl)· each year. f)ata fr1)n1 reports for reporting years through 
2005 are used be\o\v to describe rec~nr rrcnds in key characterisrics. 1 ·rhe data 1,1,,;ere also used to develop 
si111ple statisdcal estim£1tes (predictil"llS) of e.:i:pected ranges for 1hose characterisiJ .. ·s in ~006. If additional 
infl"rmation is a\.·ailable lo GrPS:\, the predictions based upon fhc statistical esti1natcs have been adju(llt:d 
to reflect that data. All analysis is ba<;cd t)tt data and infonnation available t\) GIPS.:\ al lhi.:: end of Fiscal 
Y car :!006. Bt"Causc n1os1 of the data series are on a calendar year basis. the anticipated outco111es that are 
descril~d refer to calendar year 2006. 

A. Aggregate Li\.'estock Industry' 

Data on the value of livestock purchased for slaughter reveal that the four largest packing firms' share of 
total industry ~xpenditures on livestock for slaughter haf> trended up\\'ard over the last I 0 years (Figure 1 ). 
If rhc trend continued the four largest firnir. · shart: of 1otal industry procurement expenditure for 2006 
\\IOU!d be between 65.0 aJJd 72 per~enr. 

" ----·-··-··········· -··--·---·--······························-·------··-
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Figure 1. Share ofTotal Industry Livesto~k Procurement Expenditures for tbl: Four 
Largest Slaughter Firms, Firm Size Ranked by Tot.al Li,·estock Proeurernent F.l.penditure 

' tint~ udic:-rwisc ir'ldic.111.:d. d~I~ repre.s.:nted in thl'! l'!nlPh~ roid di~i:usselt in !hi~ iepvn an: as fl'POr!ed m v:u:1ous i~)Uel; of the annual Po,·kcrr 
r;1Jd SJ,,, ·k}W1iJ S1r;11111cu! R11r.011 ·~o:e http:!/"'"'"' .gip>;;_u~da gu..-/GlJ>S.\.l\\·.:t-app'1>1r(~~rK'"'~111vm& _,ut\1t~"l"'la11ding&topi~=puh-sU!Ll. 
Sl1pple-ioan.:d with VlhL'l cl.It<! fi1)01 <>!por1~ fil~.;S ll'ilh P:i.:kers am:! S10ckyiud:, Prvgr;;rn h~ \l;<:;i•l!'.'S> .:-nh1,.:,; ~ut>i~i..1: lc• th~ P~~l.-.:r-: and Si.id.~·ard' 
Acl lh~ rnajvri1y af f;rm> tik. 1cpvfl> •J!l :1 c:-.lt"11d:11·y.:~r bi<i~. ,incl ih~ !e(K•n; t~r :!•X.<t> ax l'l•~t d;;c until April :5, :!r;1i7. Gll'S.·'\ 11roVitk; u CJtJ
dJ.' ~.>.:kn~](111 when rc'luc:ac-.:l. an<J p~;-fr•nns a <l~rn ,.,'t!f•.:~1io11 prnc~~ ar1~1 r(ccoh iu~ tl1c rcp.1m Thu~ :o.'.)t. dii~ will ~ rubliill<:d in car:~ 
2L\li8 1n 1.lx OlPS.A 11uhlicati(lll f',x~r.• wid S11 . ..::~}-:.1rd• S1ui1~1u:a1 /!,,pori :!rJl!6 Ro:p.•rnn.~ r"""-
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Several financial ratios can be used to provide a sun1lnary of financial ~onditions in lhe meal packing 
industry. ·rv.·o examples. one for expenses and one for income, are used belD\\'. First. trends in operating 
expenses as a percentage \lf sales illustrate the co1nbined effects of changes in input costs and in fim1s' 
production pracrices on the costs of doing business over ti1ne. Second, trt"nds in ')perating inc,)1ne as a 
percentage of sales over Lin1e provide a n1c.:i~urc of profitability 

Operating expenses expre5S<'d as a percentage of saJes of meat packing finns have trended up\.Yard over 
the last several years. Manufach1ring costs, i.e. the ,·osts of ach1al slaughter and proct•ssing opcrntions 
including: labor, make up the great.est C'-'lnponent i,)f Opt'raJ.ing expenses.2 This mtio t"i)r large firms tends 
to be. lower than is tht' case f<>r smaHt=r firm~. For t'xample, in every ::-ear bur one sinec.'" 1997, rhi:; ratin as 
a percentage of "ale" ha" bt:en Jov,.er tilr the t0ur largest fi1111s than for finns ranked 21··1 through 40':' (size 
rankings based on total livestock pl"l"'Curement expenditures) (Fig:ur~ 2). 3 GIPS.<\ anticipates that total 
.. )perating expenses for the top four finns for 2006 -will be bef\ve'-"'n 1 R.8 and 22 pen:enr of r.he vallte of 
:>ales. Gf PS A expec1.s that the antic-ipared range of t(1taJ operating e.\penses Ji.1r the 2 t J'-40'11 ti rm:; ti1r 
2006 vvill be bet\o,.·een 18.6 and 24.4 percent of the value of sales. 

23 • --·······························------------
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Figure 2. Total Operating Ei.pen5e§ 3§ a Percentage of Sule§ for the Top 4 and the 21•1-40111 

Firn1s, Ranked b~' Total Li\'estock Procun:ment Elipenditure 

Operating income as a percent.age of sales of meat packing finns has trended slightly up\.vard in recent 
years, 1,1,·ich cOn$iderable year-to·ye.ar variation (figure 3).4 Since 2000 rhc four largest fitms have had 
lo"'er opera ring inco1ne a); a peri.~enrage of sales than the fin11s ranked 21'" through 40d', a reversal of the 
relationship that existed prior ro 2000. 'l"he lo\ver operating income 0f the larger pa('kers. despite having 
lo'>oer operating expenses (Figure 1 ). is due to the larger pa~kers paying a higher average cost t(1r 
livestock.s The antio.:ipated range of operating income as a rerccntage of sal(;IS for the \(1p tl1w firrns. 
ranked by \\.ital livest .. ick procurement (;:Xpenditure, tl1r 2006 is bet\veen 0.7 ani.12.8 percent. "f'he 
anticipated range of Of)(.-mting. income <lS a percentage of sales ti1r the :: l ''.401h fin11s for 2006 is between 
1.5 and 2.9 percent. 

~ (_lperl11ing ~~P~ll~~s indud~ mlllJufacturmg . .xiv.: rt is in£ and ;;.:Uin~, ailmiois1rJ(ll'e, depr.:.;i<liioo and amortir.::iriun. i111erest, a11d 1ll.hc:r <llly-U,_ 
d;iy CXJl<.'fl~S ,if running cl1~ 't>u~m.:-~~- r-;,itc: d1~t fi1um~·ll.J dm rlj.IV!t.:d t-0 (,JPSA b~ sc1111.: finr.~ IT•RY inclurt.: int~rm:UK•ll L)n 01i.:rat1V[l.~ QtJJo:r 
than roeat pa.;k:ons: and proce<>'iin!J.. 

' ..._.h1l.: tJ11~ diffon:nce ina~ ~u~;;~~l ib:u large"r fin11~ te11d iv op.:ra~ l<tr£er, lower..;<1~t pl!m.1' thaii tlic: ornlllkr firm>. tl1<.><;e fLn:mciu\ <lma un: 
h.Jghly aggreg~tcd a.;~s :t ~:mi."ly uf'l~JlCS of tinlLs Th<"!<' ~r~ difl't-lt-11~~~ l:ioitll dCrt'·'s 1111d ...,1tl1iri ~lie £!C'IJ~ ill C(•111b111a!JC\11s vf .;pt·cic-; 
s!JHl!h1~~,j (l>ee( porl, sheep_ poultry) b) ihc induJed rim1s 1U1d a!~u ir. utl:cr l)'p~ ,,j n'll'l·!rie>lt ;;.;tivit1~~ mi.·ludt-d iri the daLd linn1 'iOmt firms. 

' (lpcr:11ir1[! iii.:•~r·~ H.~ MJmm1<1iY.1:d !lei~ is ~aks n11ntl'i ~vst •Jf'iill.:~ rpnn~aril~ ~,~1 .i! hve;t.:!Cl..i :mtl ll>i!lu.> >!peratmg- .:~p.:ris,·~, an<l i~ 
es.-;c:i1!1ally a m~asurc: .JJ' Pf<llil bo=t\.'re ta>.cs_ 

-" Sec- Table 3.'i. Pack.!r~ an.i S1ur-ky..,ni1 StaftTli"-ll feq>V~f. }0!16 kcpr;rtur.g }.tar. 
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Figure 3. Operating Income as a Percentage <lfSales for the Top-' and the 21•1-401
" Firm!!, 

Ranked by Tolal Livelltock Procurement El.penditun: 

B. Cattle Industry 

The volume of cattle slaughtered b)· finns reporting to GIPSA fluctuates with the cattle CJ'Cle and changes 
in total U.S. commercial slaughter and has trended dov,;n\vard over the last 10 year~ (Figure 4)."' I otnl 
cattle purcha-se:: fl}f 2006 for tlrn1s rcplH1ing h~ G.lPS:'\ are anticipated to range betv .. een 31 n1illion head 
and '.14 1nillion head v..ith the expected \·alue being closer to the Jov.:er boundary. 

38,1(10 ~-------

36,lil80 

35,160 

34,6110 

i 34,1110 

I 33,860 

33,160 
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32,1150 -:-

31,lliO 

31,160 ~---~······ ··-----.••.....•......... , ....... ...,.....------,--········-··---"~--~--' 

19915 191111 1!197 19'11 1'95 2000 2001 2002 20G3 2004 20015 

Figure 4. Total Slaughter Cattle Purchases fur Firms Reporting ro GIPSA 

The number of plants reporting tu GTPSA declined b)' approxltnatel.\.' 100 planl'i or 38 percent frou1 I 995 
through 2003 as planl siu increased and smaller plants closed, but that trend shO\\'S some signs of 
slO\\'ing since 1002 {Fig.ure 5). Based on prelilninary info1111ation on ._·h~ngt>s in tht: number of cattlt: 

' Total cattl.., in<::l1Jdc5 ~te= :md hc11i.•r> ~often culkctivc:l} called -'fr..! .;~nit:~). cu,,,-;, ~.nd buU~. Jn n\•J~l bi;r nrit all .:ases. md1~Jdual p!a11ts 
npcr:ilt-d b~ fil'll!'i that 11!p<'rt to (flJ>SA tend to ~laugbt<::r cllh~r f.::J ..;11ctlc, Of C(•\~~ :.11d t>ull~. 
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slaughter plants. GTPS.<\. anticipates that lhe do\vnv.·ard r.rend of the late 1990s has !!itabilized at 150 ro l 10 
plants fur 2006. 
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Figure 5. Number or C'.attlr- Slaughter Plants ror Firms Reporting to GIPSA 

l'he percentage of the total vo\u1ne of steer and heifer purchases ac-count<!d for by the four largest !inns 
that slaughter sreers and heifers has remained beh\'C~-n 78 anJ 82 percent since 1995 (Figure 6). 
Prqje;.:ting the trend sin~ 1995 \\'OUld suggc"t that this mca5urc {)f ..::011t.:entrati1)11 in 2006 \\.·ould range 
het\vecn 79 and 83 pt'rccnt. 

1 
Several tacrors. h{1\vever. l1ave influenced the combined 1narket share of the 

t~1ur largest finns slaughtering sreer:; and heifers since 2004. Acquisitions b!-· larger tintls \vere lar:,!ely 
offset by plant closings among those fimls, but several smaller packers also ct•ased operating_ Taking 
these partially~otTsetting fa..:tors into a;.:counl suggests a modest additional increase froJJJ !he ::!:004 level in 
the con1bined markcl $hare of the 1~)ur largc~1 finns in 2006. \l/hile continuation of th~ tr~nd in boxed 
beef since l ~CJ5 (figure 7) \vould rcsulr in concentration beE\veen 80 and 84 percent in 2006, the sa1ne 
lhctors influencing change:'i in n1arket shares in steer and heit~r slaughter v.·i11 likely lead to a mode<>t 
in.:rease from the 2004 level in con..:entration in bll\.~d bci::f production a~ \~·ell. 

&2.6 , .. -----·--~~·-···································---

l ~-" 60.0 ' 

'/'&.l!I ~ 

'/'&.O -:.--------·········,·· -----,···-..,...·························,·---~---·-··· 

Figure 6. Combined Market Share (by Volume) ror the Four l.argest Steer and Heifer 
Slaughter Firms. 

• ln this n.jl<lrt tlie terms "ooncentr311<''ll., anti "..:;,~Jnbincd awte1 ~hai~~ rtre lle>th i..;;cd tv rctCr to t11.: ~e>mllined vo!um~ r>fth.: !Our largl!:ic firms ~ 
Y >bare rifihe le>tal HJ\urnc ofaJ! iriJu.~~· tinns. 
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Figure 7. Combined Market Share (by Volume) for the Four Largest fiirms Producing 
Boxed Fed Beef. 

Concentration in CD\\' and hull slaughter has trended upward since 1995 (Figure 8). In 2006, plant 
closings \\'ere offset by capacity increases driven by acquisitions b·y larger fir1ns. Several :".1naller pack.:rs 
also ceGsed operating. Taking tltt:se factors into accow11 lend);; re the );;Uggestion that the con1hined mark~t 
:;hare lifthe four largest flrn1:0, sla11ghte1ing. CO\\'S and hulls could increase to 50 percent in 2006. 

··············-----------
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Figure 8. Combined !\llarket Share (by \ 1olume) for the Four Largesr Cow and Bull 
Slaughter Firms. 

C. Hog Industry 

Hog slaughter has trended up~·ard in the last 10 years. with slaughter plants reporting. purchasing a.bout 
I 01. l million hogs for slaughter in 2005 (Figure 9). Continuation of receat trends \vould result in an 
anticipated uwnber of tO[al hCJg purcha:;es for 2006 betv.·een Q6.8 and l02.5 n1illinn head. -V./i1.h respect to 
numh~r l)f hll;!. slaughter plants. continuatil1n of the trend slncc 1995 \\'Ou]d suggest that the anticipated 
nu.n1ber for '.?006 C;.lu!d range b~t¥.:ecn l 36 and J SO. Hov..·ever, the rate- of decline has slowt'-d s.i11ci:: 1999 
and Lhc nu1nher of hog slaughter plants increased in 2004 iFigure l 0). Ba..:;e<l on pre!iminnry data on 
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changes in nu1nber of plan le, sinQ;! 2004, GTPSA bi:lieves it is likely that the number of plants in 2006 will 
be slightly above the upper end of that range. 
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Figure 9. Total Hog Purchases for Slaughter for firms Reporting to GlPSA 
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Figure 10. Number of Hog Slaughter Plant§ for Firm§ Reporting ro GlPSA 

Atler rcmai.uiug ::.table in thi;' latter half of the 1990s. hog slallghter concentrati(}n increased from 55 
percent in 200:! to about 64 percent in 2003 and remained at 6-l percent since (f'igure I J ). Based on the 
trend since 1995, the four largest firm:>' :;hare 11ftotal hog slaugbrer for :'.'006 could range bt'tv.-·t!en 61.6 
and 68.5 per~ent. l'he mi:\ of plant closings and openings :oince 2005 by finns of difit:reut size:> is 
expected to reduce the four largest firms' market shart: to the l11v.·er end of th.'.lt ::!:006 range i;'Stimate-.~ 

" S1nithfi~Jd"~ aimo11r1co:d acquhitioo ,;if f'remiLtm Srnsu.Jru-rl F...rn1s lik.dy wuuld ntlt ~ff"t cooccntr:1noo f(•l' lOOt'i 
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Combined Market Share (by \'olun1e) for the 'Four Largest Hog Slaughter 

111 FY 2004, GTPSA implemented a \veb-based S""ine Contract Library (SCL) in accordance \vith the 
requiren1ents of the Liv~sto;:k Mandatory Reporting Act of 1999 (l.:VlR/\), . .\fter the Ll\1R.-\ ~.xpired in 
September 2005 appn..)ximatel)' half the previously responding plants continued rtC-porting. to (jlPSA on n 
voluntary basis."1 The S('l. rcpo11s swi11e et1ntrac1 infi.nnlalion th1m swine (hl1g.) packing plants 'Nith a 
slaughter ~apa~it) of J 00,000 S\>:ine or rnore fk'I" y~ar. The SCL reports inf0rmati011 from the snbmittt.'"d 
contracts by region, including price, pren1iums, disc'-1unts. grids, 1l1nnulas. and other imporrcint Cl1n1Jact 
tenns that GIPS.o\ ~xtracts fron1 offered and <l\'ailable ci.1ntr.t.;,;ts that packing 1itms u~ ti.) puri.:hase hog:;. 
Each month the SCI, also report.'> ~~timat~s of t11tal futuri: dt=liveries of hog.sunder contract t;)r the 
t\)ilowing 6-1n<J11U1 and ! 2-nl,)llth period~. "l"hc S(:l. data are knov.-n in advance of AJ\1S data un actual 
dcliverit=s and thus provide a forecast cstin1atc (Figure 12:). 
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Contract Libf'3')' Esrima.tt-s of Future D('liverie§ 0\'er Same Periods, National Totals, All 
Contract I ype<i 

The Ac\ ac1ul:l!ly t:o.:pi~tl brii:tly i111h~ fkll >C>f:00(14 !1ui v.a~ exc.:nd.:d lC>r (•ll<: }C:11" Dur mg 1h:ll pcrio.:l ~boor h!ilf' of the: p!lll"ll~ rc:pon.eJ tu 
C-r\PSA on 3 volum<>JY has is. tb11~ th., lru-~t: d~'l.'"lme in \ate ~004 Shll\\"ll io tlJ<: £f:.:ph. 
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Prior to the expirati .. in of the l.MRA, GJPSA found that packers' reports to the SCL 1..1f estimated future 
deliveties under contract tended to under-estin1ate actual deliveries subsequentl) reported b.Y A't\.1'S but 
still provided a useful indication oftbe trend in deliveries. \\'hen reporting lo tbe S('l, and lo A.~:1S 
bt>i::ame voluntary in September 2005. few..-r plants provided data to the SC'.L about estimated future 
deliverit'':i under con[Iact than those tha.i \'Oluntarily provided data to .'\MS ab.:..iut act11al dr:li\·eries. ,\s a 
result, S<.'[J estin1ates bccwnc a le'>s accurate predictor of the trend d1an they had heen previ,1us!.y. In 
()ctober 2006 President Bush signed legislation rene\ving the l.ivestock Mandatory Reporting Act 
including the SCL provision. GfPS.L\. expects that the relationship behveen estin1a1ed and actual 
deliveri~s .,;houk1 approach a rnore Cl)nsistent patrcrn one~ all packers re.,;ume tiling rt::p•Jrts 10 the SCL a~ 
required. 

D. Sheep and Lamb Industry 

The volume of sheep and lambs slaughtered by pack~rs reporling to GIPSA incrca<>cd. in 2:004 for the first 
time since J 998 but declined in 2005 (Figure 13). '!\::ital purchases ,)f sheep and lan1hs for slaughter ti.lr 
2006 for firms reporting to GlPSA are anticipated to range betv.een 1.8 n1lllion head and 2.5 miJlion head. 
The number of plants slaughtering sheep and lainbs declined by 43 fron1 I 995 through 2002 bur has been 
relatively stable f:iinee r.hcn (Figure 14). (JfPSA expects between 53 and 56 rep.1rring sheep slaughter 
plant<, in 2006. 
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Figure 13. Total Slaughler Sheep and Lumb PuIThajes for Firm!i Reporting to GJPSA 
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Figure 14. Number or Sheep and Lamb Slaughter Planlli for Firms Reporting to GIPSA 
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The combined market share of the four largest sheep and lamb slaughter finns has trended do\~ifl\\'ard 
since. 1998. Preliminary data indicate an increase in :!005 a:; the JOur largest firms increased their 
combined slaughter volwne Vvhile total industt;· slaughter declined (Figure 15). ·rhc il!\)jt.'Ctcd range in 
the largest four fin11:>' share oft0ta! purchases for slai1g:hter in 2006 \vould be betwet:n 60 and 63 percent 
if the trend from 1995 through 2004 continued. Ba~d tlll available information on a...:tual changes in firms 
and plants since 2004, GlPS . .:\ expel.'lS C<)ncentration to be c]1)SCr HJ rhc: high end of that rangt'. 
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Fjgurl" J5. Combined Market Sb11re (by V0Jvn1e) for the Fovr Largest Sbt'ep and Lamb 
Slaughter Firms. 

E. Poultry Industry 

Fcderally·inspected broiler slaughter (n1casured in P•"JUnds of read:•1·to-cook broilers) bas trended up\vard 
since 1995. \•,hile turkey slaughter has been relative\)' constant (figure 16). lTSDA';; World .t\gricultural 
Outlook Board (WACIB) ~sti1nates that broilt'r and turkey slaughter v.·il\ b~ 1.4 ~rc~nt an;.l 3 percent 
higher. respectively. in 2006 than in 2005.1u 
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figure 16. Total Ftder11.Uy-lnspectOO Broiler 11.nd Turkey Slaughter (Pounds Rf'l:ldy-to~ook). 
Source \\'ilrld Agri..;u!ri.1rn.I Oi.1tkx_•k f:loard. ll'c.;-!J Agrt.11/r:u"1! Supp{\' (h1,f (JCMrmd £.,1i1~'11"'· v;i.ri1>U~ i~;L.l~~ 

"' \\\1rld Ag11.;ullu11\I 0u!kuJ\:. R<Y..r<l, J.f11r/d_.1grr,:r1Itr1ntl S11pph· ,md f);.'""-l"d Estrnw/cs, T:ible W:\SDf--4-J.(l.j !. \VASDE:-4-'0. Novt111b~r •), 
2(ll/6_ http /_1u;;J11_man11lib . ..:omelJ . .:dultlSdli'i:111r.:-ni1v.:u.J.e.'wcscl~- \ J-fJ'J-2006 p.;lf. 
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Concentration in broiler and in turkey slaughter has remained fairly constant since 2003, '''ith slight 
declines in both in 2005 (Figures 17. 18).J 1 Rc-cenl firm :'l.cquisitions \\'iii likely Increase conc<::ntralion in 
broiler slaughter and n1rkey slaug.hter slightly in 2006. 
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Figure 17. Combined Marl.:f't Share for the Four Largest Broiler Slaughter Firms 
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Figure 18. Combined Mark~t Share for the Four Largest Turkey Slaughter Firms 
Source v,;Jrt l'vulrJ>" USA. '"WA Tr PU1.1lllj' t:sA R11nkingi.."" ~arious yN1rs_ 

F. Livestock and Poultry Producers 

GTPS.I\ does not have jurisdiction over livestock pr~lduccrs and poultt)' gro\\'ers and does noI obtain data 
from t.hosc operations. The Economic Research Service (ERS) and \\-'orld Ag.ricultural Outlook Board 
{WAt)B) within lJSDA devore ~onsid~rable resources to the tracking and anal)7ing of econnn1ic 
~nnditinns in Jivestcx-k and poultry produ..:tion. Analyse:; and pru}o:ctions by th(>Se ;:igencies indicate that 

ll l'unc~ritroti•Jtl Cir 4-firru mar!v!t ~h<ite.5 r~prirti..-.;I lwn: tOr hmil~ illld rork~y r~f~I'$ tu ~l1llr<' e>( to.Ho\ i11d1c,1ry 0111p11t. r<lthC'r th:~1 !d1~1C' C1ft.:.rn! 
industry ini>ut a.~ m ,~1ha· ~~..::tion~ Qf th1> n:prn1 !(•r livesiock ~l!111gli~c firm~. 
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livestock and poultry producers likely experienced a reductk..,n in income in 2006 as a result of a 
combination of lower prices and higher inpu1 cos1s. ]'he decline in 2006 \Vas relative tL) high levels of tl1c 
last previ(IUS 2 years. as high livestock prices relative to hislorical averages resuheJ in ea~h rt.'Ceipts fi.)r 
I ivestock prod1u.:ers that set successive records in 200-1 and 2005. 11~!? producers' incomes for 2006 
likely fell son1e\''hat n1ore than poultry and beef prodnccr<>' incomes.'' Estimates released b)- the \\'_>\OB 
inllicarc that annual turh:ey prices averagt.-<l higher in 2006 than in 2005 v.·hile ICd cattle, hog. anJ broi lcr 
prices were all lo\.ver in 2006 than in 2005. 1

·' All prices a\·erage- higher in the latter half 1)f rhc year, 
suggesting improveme-nt in retun1s to producers as the }·ear progressed. 14 

'~ A var1~ty of publi~:tiivn~ 1111<1 dl:lt:l . ....i11r1;"es on ccorw1ni..: C•>rnliti(n\s >1!>! o~aiJ:>lik olD ibe F.RS w.:h pa£C' :u bnp:1lv.v.v..~~.ll~Ja.so\'i SL'<! 
.:>pe.:ially ··tncom.: ()u!look and Fi1umdC!.I C:ircurn~ti'111;""~ V:m"~ Among f!lrl'!Js." >It 

htcp:1iw\Y\V.~r:-.usJa.g(1\·l'Rriefing.'Farn1lnrornc/Bu~i'1e~·HJJ'noi.: him I a.;cc,;ii.:4 Nuv.:mhcr 4, 10[)6 i 
.; \Vo'rld Agricultural ()u!hA"k Bt111rd. !Vorfrl .{gn•·H/n1m! Stfpp~v f,t1~f f'cl'lmrd E.(n·mw.-.f. T .ihl~ \\. l\~DE-!JI0-31 \\.-A'>DE-140. No\Linber 9. 
?flfx.. hnp:i/u;d:i.maiirllih.oomi:!I Nll1us<la.'c111T>:nfiwcc.d~!wa.;Jc· I l·CJ'i·2IJ(10 pdf 

" t~Vll•Jml~ K.::>e:ir~h SL-'l'>'i~.:. L1'°"·'11•L·~. !J,,;1r.•·- ~Mil J•vi,/11y (Jo..11!or1k • l.Of'-?.1-147 ;md l.Dl'-:\!-148 {Sq1t.:mb'°; : 8 Md (k!Obcr 19. ~01x;, 
hnp://u:s!la.n1a1:mlib ~''n1.:ll .-i.Ju.'u~<la.,crs1L Df'-ll.f/."!OCl(li;,',ll,Xlr11l f)f'-l\.f .. (\9-1 ll· :!Llf».prlf ~nJ 
http:1,'ll;d:i..ma11rllib_wmell .-Ju/u.~.i&'L-rs'LD?-?.t."/:!QIJ(1,;/li.K101L[)f'. M -1 fJ- l~·:!(lfJ6.p:l r· 
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II: Changing Business Practices oftbr Li,·estock and Poultry Industries 

A. Aggregate Li\·estock Industry 

.r\ long·term decline in the number of li'l.'estock slaughter firms reporting to GIPS . .\ has bi.::en accompanied 
by a trend to incre.ased specialization in slaughter. This is illustratW by a grearcr decline since 1995 in 
the nwnber of finns 5:.l<lltglneri11g l\VO 1)1' more 1.'.la-;ses of livi.::sh)Ck Ulan in the number 1)f fmns 
slaug.hrering a single .; lass (Figure: J 9). 15 ·rhe andci pated nu1nber of ti1111s slaughtering one class of 
livestock t~•r 2006 could range between l 07 and 115. The anticipated nu in her nf firms slaughtering twL1 
or 111ore classes t'f livest'ock f,Jr 20(>6 could rang.e bctv.·ecn 78 and Q5, 
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Figure 19. Number oi Firms Slaughtering One Class and Number of Firms Slaughtering Two or 
More Classes of Lil'estock 

B. Cattle Industry 

~1ajor Acquisitions) Divestitures and Plant Closures in the Cattle Industry 

There \\'ere several (1\-'<"nership changes and plant closures among iarge beef slaughter firms in 2006. 
Tyson Folidc; clo~--d its fed cattle slaughter facility in West Point, NE. c:arg_ill t\1eat Solutions acquired 
Frt>sno. CA hased Beef Packers, Inc. S\\'ift & Company annt1unced it had ag:n."'l;:d to sell its f\\'O non·1t.xl 
canle processing facilities in Nampa. ID ( \Vhich had bet'n cln:;ed :;incc .i\.ugust 2.005) and ()n1aha. 'NE to 
XL Foods, of Calgary, Alberta. Nati\.inal Bec:f P:ickiug, (~l)l\\pany Ll.(: nl'quired Brav.·ley lll;!"efLLC of 
Brav.·lcy, C.1... Tyson f()ods ann1)11n:.:ed that it \\'OU!d ch~se its Boise. ID fed cattle slaughter plant. 

·r11e cattle industry .::ontinued to he affected by restrictil)l\S on imports frt)m ('.anada of cattJe over 30 
m(lnrhs of age. The reduced numbers of ilnpons resuhed in som"-" co\v and bull slaughter plant t·Jo>;ure'> 
prior to 2006. and continue to i111pact plant utilization in $(,)\Ht: area> of rhc: no1thl;!tl\ lJ.S. 

Carcass Basis Purchase~ 
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Purchases ~~f cattle on a carcass basis as opposed to on a live-\~lcight hac;is, trended up"'ard frotn 1 ~Q5 
through 2002 (Figure 20). Although rhere \Vere declines in 2fJ()3 and 20fJ4. an increase follov.·ed in 2005 
and (JfPS,.c\ believes the up\'.·ard trend vt'ill cuntinue. GIPSA anticipate'> that packers reporting tll GIPS.I\ 
v .. 1ll purchase ben:-.·een 19 and 22 million head of cattle on a i.."-arcass ba~is in 2006. 
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Figure 20. Cattle Purehases on a Carc1u1s Basi'i 

As carcass-based procurement has become increasingt)' important. packers havi::- increased thi::
development and te~ting of carcass evaluation di::-vic<:s in rhe heef industry. (jlPS.-\ has anended carcas:=; 
tests c<Jnduct~d j(.lintly by A~1S and device n1auufacturer:=; to evaluate device perfon11ance under real ti1ne 
co11ditions in packing plants. \\'hi le these devices are not yet b;:ing us;:d as a basis f._1r payment to 
producers. the industry is pois.;>d ro augment rradirional f)SDA ,-\!\1S 1neat grading services ~·ith complex. 
i n1a.~es that pr,1v iJ.e a ··gc~1i-e" of cnrca~ses f._)r ht)th yield grade and marbling. 

Procurement ~f"thods 

Packers use multiple procurement 1nethods l<J obtain live cattle f~)f slaughter. 16 Tl\e methods conunonly 
fall into two categories: t I) cash sales for immediate delivery or sometimes on a dela)'ed deliver:-, 
11Qn11ally \\,.ithin a :. \V~k period, and (2) ··conu11ined procure111enf· arrangements rhat create an assurc:d 
~"change and conu11it rhe canle to a particular pa ... ·ker in ex .. .-ess of !4 days prior to delive~. (JIPS.i\ 
collects and audits data on the three major commitred pn,)i,;uren1ent methtidr, used b:-.· the four large.st tirm.s 
that slaughter fed e.;.utle. These rnethods inclut1e packer tt-edjng. fon't"ard conmi.cts, and marketing 
agreement:;. 

GfPSA defines ·-packer fed" livestock as alt livestock obraincd ti.1r slaughter that a packer, a subsidiat)· of 
the packer. the packer's parent fir111, or a ::.ubsidinry of the- packer's parent fin11 O\.vns, in \.vh0le or part, for 
n1ore 1..han 14 d.ars before tbe packer slaughters the livestock. Th.;> percentage of total purcluises offed 
cattle that are obtained tht;,.1ugh packer f<-cding arrangements by the ti.)Ul' hl.rge::.t steer and heifer slaughter 
finns declin~d in 2004 and 2005 (figure 21 ). GrPS.t.,. expects that the- percentage ,1f total pro.:urt!n1ent 
;,.1btaincd from packer feeding by these fitms in 2006 \\·ill be bet"·een 5 and 7 p~rccnt. 

'" DJJ:i i11c!11.dcd io 11le gmph.> l!l1d Wscu~loed Jn tlus ~[1011 for 200:<: an: 11rclin1inory. 
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Figure 21. Perc.-nblge of Stttrs and Heif.-rs Procured through Packer FeOOiug . .\rraogements by the 
Four Largest St.-er aud Heifer Slaughter Firm~. 

··fomard contracts" are agreements !Jetv...een packers and sellers 1~)r future deli'-'t'I)· of a f;pt'l'.Hlc lot or 
quantity of livestock. The price of the cattle U1 a for.vard contract can he -;et at the tin1e ofth1:: cnnttncl or 
detennined upon delivel)' based upon an agr~ed pricing a1Tangeinent. e.g., using price:c. from the Chicago 
~1~-rcantilc- Ex..:hange futures market for l i\'C ..:atd~- \\·ith an adjusuue-nt for the. basis at the time Qf del iv..-ry. 

1'he four largest tirms' use of for.vard cnnuacts accounts for a sn1al I percentage of total 1lrocure1nent 11f 

ft:d cattle but the proportion has b..-en trending up\\·ard in recoent years (Figure '.!2). 'l'he percentage offed 
cattle proc\lred thr.-..1ugh the use of for\•,:ard contr3'tS by the four largest steer and heifer slaughter firms in 
2006 i"S expected to tie bcf\.,.een 5 and 7 percent . 
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Figun 22. Percenrage of Steen aud Heifer-5 Procu~d through foA·ard Contracts hy the Four 
Largesr Stet'r aud Heifer Slaughter Firw~. 

The term "marketing agrecn1ent<i" includes a variety ofsgreemenrs that establish an ongoing relationship 
for trading multiple h)ts of cattloe rather than negotiating single lots of .;;attle. In these arrangements the 

18 



seller agrees to deliver cattle to the packer at a future dati! \Vith the price generally being determined by 
some type of fonnuta pricing mechanisn1. The price- is ofien basr::d on the current ca<;h marker at the time 
of deli vet)" \.\·ith pre1niwns nr discounts dctetmined by evaluation of can.:ass charactc:ristics. ~1any 1.if 

these arrangen1ents '7nn11nit livesto~k through an alti811.::e or cooperative of some t) pe. 

Of the three categories l)f ci.inunitted procurement., marketing agreement:-: account for the largest 
prnporth,n nf total committed pn1Cure1nent. The percentnge of led cnttle procured through the use of 
marketing agree1nents h}" the tOur large">t steer and heifer slaughter f1n11s fell in 2003 and 2004. and 
increased \·er}· little in 2005 (figure 23). GIPSr\ expects rhat mari..eting agreements v.ill acconnt for 
b;:t~~'et'n 23 and 1.5 percent of total pr~icuremcnt in 1.006 b)' the fl)Ur largt~st ste~r and ht>ift·r slaughtt'r 
fiMl\S. 
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Figure 23. Per~ent'9ge of Steers and Heifers Procured through Marketing Agreements for the Four 
Largest Ste.e1· aud Heifer Slaughter Firn1s. 

Since marketing agree111ents account for a large portion oftota! con1mitted procuremc.nt, rhe trend in the 
percentage of fed cattle procured through the use of all methods of committed pro;.:uremcnt cl1.1scly 
resembles that for marketing agreements tFigure 24). Total committed pr,x-uremc:nt (pttcker feeding., 
t~ltv.ard contracts, and n1arkeri11g agree1uents) h)' the four largest steer and heifer slaughter fmns in :'.:006 
is expccu::d to lie het\vccn 33 and 39 pen;:ent of those t\1ur fm11s· iota] procure1nent for slaughter. 
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Figure 24. Per~entage of Steers and Heifers Procured through all Method~ of Com mitred 
Procurement for the four Largest Steer 11ud Heifer Slaughter Firws 
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lmport-.tnce of Commission Firms 

Although the volume of cattle handled by commission fim1s has trended dO\YO\\>ard over the last l 0 years, 
th~se firms continue to play an impor1ant role in the cattle industry (Figure 25). The expected ''<-•lume of 
cattle 1narketcd through firn1~ ::oclling ()fl a commisr;ion basis in 2006 is bett~'cen 17 million and 39 miJJi,.in 
head. 
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~ • j 40,000 

39,000 

35,000 

37,000 ~------~ -.----·---0 ··--· --- -c------ ------- ----.---------,------ -,- -----• 

1995 1996 1997 111911 1999 2000 2001 2002 2003 2004 2005 y,., 
'Figure 25. Volume of Cattle (Slaughter and non-slaughter) Marketed through Firms Selling on a 
Commission Basis, 

B. Hog Industry 

Major .4.cquisitioos, Divestitures and Plant Closures in the Hog Industry 

Smithfield Foods closed the Smithfield Packing plant in Sntithfield, Virgitti.a, and in September 
annfinnced intent to purchase Premium Standard Fan11s. ·rriuiuph Foods opened a slaughter plant in St 
Joseph, i\.-1issouri .. a11d later expanded production by adding .J second 8-hour shift. 

Carcass-Basis Purchases 

CarcassAhasis purchases of hogs have stabilized at high levels in recent years. gradually increasing from 
70,000 head in 1999 to 80.000 head in Z005, after increa<;ing n11.ire rapidly 1i·o111 l 995 dJrough 1999 
(Figure Z6J. \Vich e-ontin\lati.:..in ofli..ing-tenn u-ends. carc.'.'l~s-hasis hog purchases for ~006 would range 
bet\\·e::cn 76.3 milliou head and 93.-.:J. inilli,~n head. l·Jow.:-ver, given the stability sinct' !999. GIPS.!\ 
expects that the number\\ ill be near the bottom end of this range .. 
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figure 26. Hog Pur~ha~s on a Curcas.s-basi!'i 

Procun-ment Methods 

Production C('lntracts and marketing contracts continue tci be the m('ISf common methods used by packers 
lO procure. hog::. In prliduction co1n.ract~. contractors provide hog::, retain ownership. and contmcl \\'ith 
gro\vet-s to care fnr 1111d raise hogs accordjng to i.:onu-act standards. Jn 1narketjng i:onu<iCt:'i, pri.xiue<:r:-; \Vho 
O\\'n the hogs contract with a pa.::ker to sell then1 under agreed-upon term:>. ~\!though these n1ethod:> 
~ontinue to evolve. GIPS.-\ has not ;,lbserveJ major changes in use .._-,f production and niarketing contracts 
during 2006. 1; • 

Importance of Commission Finn.!i 

.4.~ v1ith cattle, the volun1e of hogs tttarketed through firms selling on commission ha') decline-dover linle 
but has stabilized in re-cent years (Figure 27). 'fhe leve-l at \'thich the indusu)' has s1abilized is 
considemhl;y lO\\'er for hogs than for cattle. The \:olun1e of hugs market~d thrc•ugh commission finns tOr 
2006 could range bet\.v~n 3.7 n1il\ion and 7.4 n1illi0n head. but is ,.-.xpecto:d to remain at the npper ,.-.rtd of 
th(;;'. range. 
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Figure 27. \!olume of Hogs :\1arketed through Firms Selli.bg ou Comwl11sion 

"(ilPSA providl:d :J. m0re Cl>mprelJ,•nsiv~ .:l"~i;riptioll vfh{•i; prNhl~io11 c.mirac·1inti ~od m:uk<-ting: ~r<!¢rnti1c:~ in A!:.<.-.<.~nr.:1'11 '>fl& C1Ulfl.', 

lf11,.; f'"ultry. 111/d Sl&~p !11dr.sf1 i"-' :rir;5 Rep.u!. ()c!!'b<:r .2U04. http /'nrchiv.: g1!)S:i..1.sda.go\1pab5/!'.'-'<£kcrl-/~,;m'°'11Uf;>.1Xl.pdf, 
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D. Sheep and T .. an1h Industry 

Major Acquisitions, Divestitures and Plant Closures in the Sheep and Lamb Indust~· 

Producers I..an1b & Goat. L.P., \\""hich had started busU1css as a ne\\' finn in 2005 by re-o~ning a close.ti 
ph1.nt previously operare-d hy Rancher's f~amh in San r\ngel~\ lX, ceased operations in the spring of2006. 

Carcass-Basis Purchases 

TI1e volume of sheep purchas.ed on a carcass. bas.is has fallen by half since 1995, although with 
considerable year·to-year variation (Figure 28). The volume \\'SS stable from 2003 to 2004 and is 
expected to range betv,;een I. I and 1.3 million he:'l.d in 2006. 

---------------------------------·-······························ ., 
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Figure 28. She~p Purchased on a Carcass Basis 

Procurement Methods 

Procurement methods used in the purchase of lamhs for slaughter are sin1ilar to those used t~"ir other 
specit:"S and include purchase in spol n1arkcts, use of n1arkering agreements, use of various l)ther fr)1ms of 
adv.inc~ sales contrai.:ts., and packer feeding. Some lamb producers who te-ed their ou.n lan1bs market 
thelr la1nbs through a lamb feeding. operation ur feedlot that has a supply ;;ontract agrt·emcnt u.ith a 
packer. There are also busine5S arrangement'> ~ ... ht'f< indi\'iduals \\'ho have a financial interest in large 
]a111b pa.;.·kingcompanics a]Sl) h;ive la.nib feeding operations and supply Jnmhs to the packing COlnpan~. 
S1)me pri.xiucc.:rs participate in cooperatives. as....;ociations, or pools of la1nb producers to cl1lle-ctively 
1n:irket their latnhs and lamb produ.::ts. ,t\.s \Vith ;.lther spe;,;.ies, the various procurement n1ethods use<l li.1r 
Ja1nbs conti11ue to c\·olve but GfPS/\ has til1t ;.1bs~t\lt'd mfljor changes in the metl1t1ds du1ing. 2006. •ll 

Use or Commission Finns 

Lfse of commission firms t~)r sale of sheep has follov.ed a dl)\\"11\'Vard trend similar to the trends for cattle 
and hogs (Pigurt= 2~). The anticipated nun1her of sheep and lrunbs marketed through fi.nns c;elling on 
conunission for :?006 is be-1:\\'e<C'n 3.2 miHion and 3.5 million head. 

•~ Glf'S11, proi~id.:d 3 fll"1l: c11mp1l:llert~~·".: de-i;~np1irm vf she~p aod l:!llllb procuremClll m..'thtid~ 1n .tJ55esYlm!n/ 1~f1ft.: C.Jll/e. fi"k- p,,.,/10~ "'"' 
She~p lndr.15(71"-' l!lfiJ R"f-".JTI. r_1,_1,ii:.~r 2rJl~. tiur:.''dr(hiv.: f;LjY.-.'Llt~d3.&fll'ip11bsip::..:ke1~:i.'~~~~mentlf:?.-1.lJ.pdr. 
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Figure 29. Volume ofShttp Marketed rbrough Firms Selling oo a Commission Basis. 

E. Poultry Industry 

Major .4.cquisitions. Divestitures and Plant Closures io the Poultry lndustry 

ln 2006, Koch Foods. Inc. purchased Alabama·hased bruili!r processor Sylvest Fan11s. Inc. (:QnAgra 
Foods sold its turkeJ operations to Carolina ·rurkeys. and c:arolina Turkeys then created a ne'A' 
company, Butterball Ll,C. Pili:.rrim's Pride Corporation purchased Gold Kist Inc. 

Procuren1ent Methods 

The ponltl)' industry has been almost completely verticali}' integrated f~ir several decades, and the use of 
spt)t markets for poultry is virtually nonexistent. l..i\.·e ~)ultry producti\)l\ is COl)rdinaled through 
productilll1 (grov.·nut) ci.niuncrs. i.:ompan~·i'rY.-ned fanns, aud marketing agreements. 'W'ith production 
o.-:intracts, the integ.ra1or (pc•uln-y slaughter and proc<"ssing firm) ov.·ns the birds and th'C' feed and provides 
th.;on1 ro the contract gro\ver. The i:.rro\~•ers· compensation is ba.st..-d on the scr~'ic:cs the gn.l\\·er prl'Vidr:s 
including labor. housing. \Vater, and in :;(i111r: ca<.,cs 1)thcr pun.:l1.<:1s.t=d inputs. \\.'irh marketing agreetnenrs. 
gr;.l\\"{;-rs retain otvncrship of liorh the hirds and the teed. and gro\vers' ..:on1pensation is determined by the 
difference between the stipulated price of the finished product and the cost •Jf produ;;ing ir. TI1erc arc no 
1narketing agreements in broiler producti'-,n, but they ar .. · ust.'d in rurke)' prodni.:tii.ln. Gf PSA did not 
observe any muj'-ir .:hanges in the basi~· industry :::r.ructure .;ind. prlx:urernt::nt n1etbod:> USCl1 in the poultry 
industry in 2006. 1 ~ 

Changing Production Technology 

Genetic and nutritil)nal irnprovements in broiler production have increased the efficiency ,Jfhroiler meat 
production. but reaching th.:: full geneti..: and grov.1h f.X1tenti::il ofhroil~rs n..""quire~ a controlled 
environm~nt in the br~iiler hou~..:. Hou::ing construcrion. ~quip111ent. and operating 111etbods aff°"ect the 

'" OIPSA pml·idL..-1 a more cnrnplctc d~.;ripti...., of iridllS!T)· otrucrur.:- 11rn:l .:.x•rllinali011 1m~th.:od~ f11rp0uJ1r;. in ,;.~~~lll'K·nl •!llh<- <:CJ/fl.:. flo:~ .. 
Fou[r,.y, ,:m1. -'~l:"f' lr.chL~lrii'S 21J(iJ f.'l:"p<;rl. (l~wti~r zoo~, hllp:.1.-arciUV.!.j!ip.~:t 11<;J:1.gm·ip11bs.'p~~kers'!lSStll,!l\~rll\12-ll.: pdf 

························ ............ ··············· 



efficiency of broiler houses. Contract growers continue to f8ce rapidly rising energ)' costs. Some old.er 
houses that are currently structurall)' capable of growing birds are rapidly bec0min.g "energ:,y obsolete" 
because of high operating costs. Although motternization of broik:r houses 111ay benefit so1ne gtov.·ers by 
improving their produ~tivity, the modernization c~1st of upgrading hroi!cr h()uses \\'ill mo:>t liki:: ly J3JI 
directly on the g.ro\.vers \vlth a possible net uegative effect on the cash flov,· of so1ne hroiler opcrati1)1\S. 
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Ill: Operations or Acti\·ities in the Livestock and Poultr~ .. Industries that Raise Concerns 
under the Packers and Stock)'ards Act 

Adequacy of Bonds for Rrg:uJated Entities 

The Packer<; and Stockyards Act (P&S Act) pr,1vides that the Secretary ma} 1'Cl1uire that packers. n1arket 
agencies. and dealers ha\·e a reasonable bond (7lJS('§204 }, "fhe regulations under the P&S i\ct prescribe 
bond require1nents and bQnding for1nulas for packer.; purchasing over $500,000 '-'f livestock annually; 
niarket agencie'> buying or .,;elling on c(1m1nission or <icting as c!e<1ri11g agt'ncics; and dt•alcrs. Tht'SC 
t'FHities 1nust maintain a bond or bond e4ui\"alcnt to pr,1tect Jivc:otocJ.. :o>:Jlcrs "f"he re!;ulation that 
cslabJishes formulas ft,rcomputing required bond an1ounts 'vas last 111odified in 1983. ·rhese l"il)llding 
t\•rmulas do n.-.,t a\\\'ays pro\'ide full coveruge to li\'estock s.e!lers \\hen bonded entities fail financially. 
f!et\\'t'en FY 2000 and FY 2005, '>Cllt'rs \\-ho ,..,ere no! p:lid a.<. a rt''>ult of financial failures by 1narkct 
~;lt'ncic.:> st'lling l1Jl comm i.:>sinn 1'Cct1vered 3 1-7 S percent of tht'ir t1,tal L:Jaim n1nounts i::ach )Car. l)uring 
the ~1ue period. tht' reL:<>vC1) rate \\a:; 8-~8 percent for dealers that failed linanciull:-.. Me1nbers llf the 
lives.tock industI) have raised concern,:; about thi:: adequacy of b ... inds.. 

GJPS.<\ Actions: GIPSA in1plcmt'ttted a Bonding Ta:ok Force. tn cvaluntc and rccnnuncnd an appropriate 
Cl)Urse of action 1.in curret1[ bond rcgnlalions to increa:=.e bond recoveries. The Bonding Tasl-. -Force 
con1plctcd its e-..·alualion of (iJPS1\ ·s bonding progran1 and subrnined re..::onunendations to GIPS,'\ 
managers f,1r their review and uppruval. 'fhe Task F'or..:e identified ~pe,·itic condition:; they thou!!ht lt'ad 
to the financial ti.iilure ofa tir1n orcreale financiu! ri<;I-. factors that incrca.o;,c likelihood of financial failure 
Risk f:t<.:tr_ir:; \\·Crt' id<.:ntified f(lr t•ach t:--pe of c.ntily (J ivest,ick dl'.'al~r, auction 1narkc1_ or packer) ~uhjl'.'ct to 
the P&S .-'\cc 1-ht· cask l~1rce a/::;o pn.)poscd using thl'.'sc condiriCln~ to rnakt! heuristic as:>e:>Smt!nts of firm:> 
t\1r required liC1nd amount:;. GJPSA extended the approach taken by the task force. using mctl111ds that the 
insurance and financial industrie:- USt' Lo c:tll·ulatc .. eredit ratings," to cak·ulatc risk factnrs that can be 
used to identify finn'> most lik~ly t<.1 f~H. Tho~c risk ::.cores can then :;cr\..-c as crite1in to ::.ct bond rates. 
The 1ne1J1ods tt'>t'd tv ~slin1at~ this .. credit"- score have been suhn1it1ed to independent re\·ie\v for 
nliditional as:scssn11'.'nt. (.i1PS;\ is prioritizing its audits 'based on the pre] im inary risk ass~ss1nent to al:.o 
e\'aluat~ the m.:thod and p<-•tential refinernent~- GIPS/\ is alsn exploring potcnlial houd substitutes snL:h 
as an inden1nity fund. 

Dcl~yed Receipt of Annual Reports 

Rcg11!ations is<;ucd under die authoti~' of the P&S Act require that every packer, Jive poulll}-' dealer. 
st,,ckynrd ow1le-r, tnarket agency. and dea!er. unless C:'\en1pt, n1ust file a re-port <1nnually \\'ith GIPSA (9 
('f~ :o 1.97).'t' Entities that operate on a calendar-year hasi:- gcnt'rally lllU<>1 tile their rcpoit nnt later than 
,'\pril 15. ·rhosc that ope-r<ite (1111.1 fi::c:\l-)·car basis must 1ilc their rcpo1t not later than 90 days after the 
c!ost' oflhr:ir fisc.i! year. (JIPSA li·equently grants extensions of up to 90 days ll• finns that report 
diffii.:ulty in cn1npteting repor[S h,'.-' the 11on11al due date. 1\ftt'rre,:civing the rt'ports. GIPSA t.'l1nducts <1 

report re\'ie1~' t11 ensure data a.:curacy and c01npleteness_ During this ptot.'es<;. Crlf>SA frequently tinds it 
uect.·ssary to conta.;;t the reporting fin no; for cltiritication:.-o or corrections. 1\s a result (}f delays in receiving 
repotts and the lt•ngth of ti111e nci.:esstiry to cn:-;urc data are co1nplete an<l corrcl·t, liond i ng requircn11:.·nrs 
ollt·n J;ig behind actual business volumes, and final data on industry Sllltt."lure anti practices arc genc-n1lly 
ntot available for public n:)ea~e until ::;ignilicant time ha:=. elapst"d nftcr the end of a given reporting yeaJ". 

~As rn'\00 in Sccticm ! of tt11s n:p1.111. sincr 1()77 pack.: rs ~1a1 ptm::h~~ k~~ th:m .\)OIJ.O!~) o/ li\~S\,1cJ.. on 1m 11miual hm·i~ 1H1\·~ h<'Cfl <'X<'nlp1 
fn•ni filing !Ill ai1J1unl rcpon wilh Glf'Sll. 
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.'\dditionally, the lack of completeness requires knowledgeable auditors and economists to interpret the 
repons for data t:ntry into clcctrl)nic systems rather than data entry cl~rks. subst:mtiall) increasing cosrs of 
data processing fiJr Ci-lPS.<\.. 

GIPSA . .\ctions: Although the P&S . .<\ct and regulations under the P&S Act require that subject fin11s file 
repC1rts, GfPSA has historically relied heavily on voluntal)· ~ompliancl!, including granting extensions and 
v..-\,rl-ing \"ith respondent<.. to correct and cC1111plctc rcpl}Jts. GfPSA is rcvie\\'ing altcma1.ives for 
iinproving the ti1nelini=ss and efficiency of ... \nnual Rcpoit collection and p!llCcssing. 

Integrator Requirements to Upgrade Broiler Housing Types 

.A.. range of poultf)' housing rechnolog.ies is currently in use in the broiler iu.du.':ifry. Ok1er conventional 
houses are generally equip~d \\'ith fan~ for circulating air and have clear side cunains on the h11usc for 
ventilation. Older conventional houses are being replaced ..... irh brc•iler hous.:s that use technologies 
(callt:d twine! ventilated and. cool eel!) to <nhan;,;e the grower':' ab:Jity to c~1ntrol th'C' birds· environment. 
'f'his o.introl alln\ .. S grovvers ru produce- birds using Jess feed \VirJ1 Jo~vcr chick morrH!it}' rii.tcs <ind in tuin 
re.<luces the integrator" s costs of ,g.ro\vlng broilers. ·rhese ne-\\' houses inay also bt:::nei1t gr11v.ers hy 
allowing integrators to place n1ore bird:; per square foot in hou"e" in the sun1111er, increasing output per 
square i~Xll lif hllU.<;t' and thus p::iym~nts to growt:rs. 

The adoption of the ne~ technologies requires the gTO.,.,.er to n"lake substantial investments in houslng 
improv1:-ments or build entirely ne~· broiler houS'C's. In order to encourage gr•J.,.,.·ers to adopt these 
technologies, inregratt1rs liileu ofi'er a higher ba.sc: pay or a btt.5C: pay adjusunent to gro\\·t:rs producing in 
houses using the i111pn~ ... ed technolog.ies. 'Ibesc practices may resu It in different grot~'et-s recei'o ing 
different base con1pensation per pound for prDducing the same size broiler. Mureo.,.er. the growers using 
in1proved housing technologies havi:. an ad\·antage in c~}mpe.ting \vith grO\\''C'r~ using older technologies 
under the relative pcrfor1nance payment .5yslems u<..cd in 111any broiler cnnu-.v.;Lc,.;: fn addition. t.nlire 
fhvorahle contract ten11s. such as longl'"r conuact length, u1ay he offered to g.ro\.'l:ers using thl'" itnprnved 
housing technologies but not to gro\vers \\Cho retain conventif1nal housing. 

GfPSA .4.ctions: Differences in c..111trac1s or pa:vn1ents are not prohibite.<l by the Packers and Stockyards 
Act unless they constitute engaging in ur using an unfair or un_ju5tly discriminator;.· or deceptive practice 
or devi;:e. in C1Jmmerce. or unless the:y c~1nstitutc a 111flli.ing or giving, in con1n1crc<-, of an undue or 
unreasonable preference nr advantage, or rer.ult in undue \)f unrea.sonable prejudice or Jisadvantag.e as 
het\.\'C<'ll persons or localities. fnte.gTat\lfS n1ay have valid business r10"as(1ns for requiring. upgrades to 
broiler houses and gro\vers n1ay b°"netit from increased productivity and reduc ... d gro\\'ing C\.1sts. T'-) 
constitu~ a violatiiJn ofihe P&S . .\ct such pra~·lices 111ust be sho\.vn rr> re.suit in an adver~ i1npact on 
i.::~11npetition or that they are likely tl"i produce an adverse cntnpetitive impact. Specific i;:-x.amplcs of 
practices that potentially ..:ould be d~e1ned unfair ini.::lude: 

• Live Poultry Dealers may contract v.ith some of their poultry gro\vers with less advl1ntageous 
contract tenns than thllSe l)ffered their l1lher poultry gro\\'Crs without a jusrifiable and re-as._ln.ablc 
bnsincs~ reason. 

• Live Poultry Dealers nray entl!"r into poulll) g.ro\.\'ing arrangl!"tnents -......ith poultJ)· gro\vers and 
subs.:-quently change the tenns of the arrangement in a manner that disadvantages gr•J.,.,.·ers in 
follow-on .contracts; and 

" l:11dr:r rc!1211vi:- ~rf<lrn1Qn~.: p-.1yrn.:n1 syi.1~1us, a iroup of ti:r.i11·ers r(C~Y~ bird~ IN tC.ec!Uig sio11.1ltanevu.~ly. an.;I P~'n1ent ro ari irid1\'i.;lnal 
g;mw~r 1s in part dCICmll!led b!' th~ =t per p<!unJ 10th.; rrd.e~r>l\Or ti:ir birds SJl<l\11 bv !h:;t gruw.:r r.:!ativ.: w 1J1.: ..:<.."!<! ~ r1)1,mJ f.ir b1r<is !ll'"'11 
hy 0U1er gf(l\ver-; in 1h~ gr.Jup 
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• Live Poultry Dealers ma)' abuse their negotiating pov.·er b)· requiring poultry gro\vers already under 
cuntract to make significant capital improvt'!n1ents in their operations as a cunditiun for continue-d 
place111enr of chicks, for pren1iu1n pn~111ents. 1.1r other ben{;:fitc,. '""·ith no guarantee that the gro\\"crs 
v.ill continue HJ be offered contracts or placetuent:; ofchicJ..s ti.1r a period long enough t<J recover 
!heir invest1nent. 

GIPSA is actively monitoring developments in this area of concern to detennine \Vhether action is 
\varranted. and if so, the nature of thr: action. 

Structural Change and Increased Coordination in Meat Packing 

('.on.::en1s about increases in concenuation and related changes in industry structure. and the perception 
that these changes are inherently anticompetitive, continue to be a1nong the leading, if not the leading. 
cri1icis1n'> t1f ccl111omic ct1'icien;;y \1tithin the livestock and ntt'ar induslry. A I though i.xinccntration ha:<. 
stahili1.ed ".t11newhat in recent years in sonic segments of the li.,estG.:k and meat industry. continued 
mergers and acquisitions. plant closings. and plans of leading fin11s Lo build ne""· plants all stt~¢St 
concentration anJ structural change v.;ill ;;ontinut'! lo be a ~ourci.:: ;.lf cDncc111. With incrca~ing 
;.:onccntralion (share {lftotal n1arket or productil)n at a given sragt') there has also been an increase in 
Cl1nsolidatil1n of ctintrol hy indi\.·idual firn1s. (:onsolidation refers tn changes that often reduce the 
11u111bcr of firms but also increase individual titms' coordination and control of activities across stages of 
the production and n1arketing ".>)"Sten1. Increased cross·stage ·:oorJination and control arc often associatt.~d 
\\'ith use of product ion ,.;ontracts, n1<irkcting <.'.lllltracts <md nutright O\\·nership nf prfJdu..:t ion liperations at 
anorher stage in tht:" production and n1arkcting systetn. 

GlPSA Actions: GIPSA has administrative authority in the livestock sector under the P&S .!\J.:t and acts 
to i>'nsure that these markets operate competitively. (ifPSA docs nl)f have nuthorit)' over nv.:rgers ~utd 
ni;quisitions bur often Ct1llperates. \Vilh and lends its industry expertise to the f)epartment of Justice (0()J) 
in D()J's revir:\Y ot'n1ergers in the Ji.,.est.::•ck, mealpacking., and poultry industri~s. 

C'.oncentration. vertical in1cgratk1n. and other change~ in indusll)· l)J:ructure ma)' lead CilPS.I\ to f1"1cus n1ore 
att.ention on particular lirms 0r behnvior. Hti\vcver. these industry-y,·jde changes. in and ofthemsel\·es, 
are not prohibited by the P&S . .\ct. lt is important tf1 note that many of the changes in coordination 
a<isGciated with industr) consolidation may also prl•vide for i111provcd pcrfonnflncc of tl1c indnsU), For 
ex:an1ple. structural chunge {_'.an lead to do\vnslit'am n1arkt't alliancl;!s to filcilitate pcne1ra1iou of reiail 
markets \vith brandt'd prl}{jucts. ,\it:"rger and ac4uisiti1)1l acriviry in re.:ent years ba5 incre<ise.d the n1arket 
share~ (>f firms \\'ilh m:inagement expc:n:ise in supply channel manngement acn.1ss channels, including. 
value~added processing and branded product retailing. The capabilit;:. t~) inc~flSC brfl.nded retflil prod11cls 
depends on 11igh levels of input supply management to achieve unih.irttt and high levels of pacl..ing plant 
utilization, anll produ1;rion of carca<,scs tltal can be prOl'essed inti) uniform retail products. 

Jn fiscal year 2003, GIPSA received $4.5 million in appropriations for n broad study l)f1narketi11g 
practices in the entire livestock and red meat industries frnn\ Uumers [0 retailers, food service fums. and 
exp<>rters. The study is addressing n1aoy questions and .::oncems that have be.;-n rdisi.>d about i.::hange~ in 
the structure and business practices in the livestock and 111c.1t indu'>iries. An nward tti the Research 
·rriangle Institute (RTI) to conduct r.he study ~~'as .'.\nnounc-ed on .lune l S.. :oo.i. R rl pro\· ided an in1erhn 
:;rucly report, whil.'.h describes alternative 1narketing a1Tangen1ents and their h:'rtTI".>. and rcas~1nc., that 
ind11su:· participant:> give for using alternative arrangctn~ntc,. {)t\ July 28. 2005. The second and final 
report \\35 submitted to GIPS~ in January of 2007. ·rhal report desc1ihes analysis of prices, costs. 
,·fficienc)'. livestock and meat qualiry, rind of risk levels a;;s._-,ciated v.·ith altemalivt.· arrangc1nent<;. and 
f!S<;esse;, the Unplicntit)ns of potential future changt"s in lht> use {)f\·arious t)-pC:'! ofntarkcting 
an-angements. 
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lncreased consolidation calls f(.lr increased vigilance by the P&S program due to the increasingly complex 
nature of nev.- marketing and pro;;uremcnt pra.•:ticcs, and a.rg.uably increased por.ential for anticompctiti\"e 
behavior. GfPSA \\'ill c"-1ntinue 1.(.1 eva.luarc con1plainrso alleging anti..:ornpctitivc behavior. including r.host' 
that <iri!'ie fi·1)m concerns ah11ut high le\'cls of concenU1ltiou, <,uch as anc:1npt-."<l restricti11n of con1pctirion, 
failure to co1npete. buyers acting in .:11ncert to purchase livesto..:k, app(•rtionm.:-nt of te1Titof)', price 
dis.;rimination, price manipulation. ;ind predatory pricing.. Y..'hile fJ!PS.-\ i:o not a.bit' :;.1 dir,;·ct the forn1 of 
ccintinuing c~in<,11lidatkin and increa.'>t'd t'-011rdina1lon, it c?.n and \\'ill pl~y a rlile in helping. tli ensure that 
the n1arkeri11g s;-,:stcn1 operates in a cnnlpetirive manner lCl the maxl!n:.:::: potential henefir ofd1c indu$tf)' 
1nembers and also t.1 the benefit of Lr.s. food .;:onsumers. 
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Control Number: 5146352

USDA 
~ 

United State~ D\'partrnent of f\9r1culture 

l'he Honorable Richard ('heney 
President of the United States Senate 
Washington, D.C. 20510 

Dear Mr. !)resident: 

Olt1c,) ol i11e s,~·1,r.,1ary 
' r-, f' 

I,' ' : l I ,-~ :; 

'J'hc Grain Standards and Warehouse hnprovcmcnt Act of2000 (Public Law 106-472) amended 
the Packers and Stockyards Act (P&S Act) of 1921 (7 U.S.C. 181, ct seq.) to require the 
Secretary to submit to Conbrress an annual assessment of the cattle and hog industries. l'hc 
amendn1ent reads as follows: 

Not later than March l of each year, the Secretary shall subinit to Congress and n1akc 
publicly available a report that-

(I) assesses the general econon1ic state of the cattle and hog industries; 
(2) describes changing business practices in those industries; and 
(3) identifies market operations or activities in those industries that appear to 

raise concerns under this Act. 

·rhis is the Grain Inspection, Packers and Stockyards Administration's (GIPS,\) sixth report to 
Congress on the general economic state of the cattle and hog industries, changing business 
practices in those industries, and activities that appear to raise concerns under the Packers an(l 
Stockyards Act (P&S Act). This report also inclu<les the sheep and lan1b industry, and the 
poultry industry, along with desc1iption of operations and activities that appear to raise concen1s 
under the P &S Act. 

If you have any questions regarding these issues, please contact James E. l.ink, Adn1inistrator, of 
GIPSA at 202-720-0219. 

An identical letter has been sent to tl1e Speaker of the House of Representatives. 

Sincerely, 

Mike Johann 
Secretary 

Enclosure 

An Eq,ial Opp0r1unoty Employ~r 



USDA 
iiliiiiii 

United Stains Depar1111ent of Agriculture 

crhe I !onnrahle Nancy Pelosi 
Speaker of the !-louse of H_epresentati vcs 
235 c:annon I-rouse Ortice Building 
Washington,[).(~. 20515-0508 

Dear Madan1 Speaker: 

~. F I, r:) ') o) , , ., 

.'. lh I , (_ I) ;/ 

"fhe (Jrain Standards and Warehouse Improvc1nent Act of2000 (Pubhc Law I06-472) an1ended 
the Packers and Stockyards Act (P&S Act) of 1921 (7 lJ.S.C. 181, ct seq.) to require the 
Secretary to subn1it to Conbrress an annual assessn1ent of the cattle and hog industries. '[he 
an1end1nent reads as follows: 

Not later than March I of each year, the Secretary shall subinit to (~on);,1fcss and 111ake 
publicly available :l report that.-·---

(!) assesses the general economic state of the cattle and hog industries; 
(2) describes changing business practices in those industries; and 
(3) identifies n1arkct operations or activities in those industries that appear to 

raise concen1s under this Act. 

·rhis is the Grain Inspection, Packers and Stockyards Administration's (GIPSA) sixth report lo 
Congress on the general econon1ic state of the cattle and hog industries, changing business 
practices in those industr:ies, and activities that appear to raise concerns under the Packers and 
Stockyards Act (P&S Act). This report also includes the sheep and lamb industry, and the 
poultry industry, along with description of operations and activities that appear to raise concerns 
under the P&S Act. 

If you have any questions regarding these issues, please contact James E. Link, 1\dn1inistrator, of 
GlPSA nt 202-720-0219. 

An identical letter has been sent to the President of the Senate. 

Sincerely, 

Mike Johann 
Secretary 

Enclosure 

An Equal Opporiurnty Employer 



Control Number: 5158622

USDA ... 
United States Department of Agriculture 

JUN 1 4 2007 

The Honorable Richard B. Cheney 
President of the Senate 
Washington, D.C. 20502 

Dear Mr. President: 

Office of the Secretary 
Washington, D.C. 20250 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office ofinspector General's Semiannual Report to 
Congress covering the 6-month period that ended March 31, 2007. 

This report reflects the work of the Office of Inspector General to promote efficiency and 
effectiveness and to prevent and detect fraud and mismanagement in the Department of 
Agriculture's operations. 

Sincerely, 

#9-i!-
Mike Johanns 
Secretary 

Enclosure 

An Equal Opportunity Employer 



JUN I 4 2007 

The Honorable Nancy Pelosi 

USDA 
iiiii 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Madam Speaker: 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office of Inspector General's Semiannual Report to 
Congress covering the 6-month period that ended March 31, 2007. 

This report reflects the work of the Office of Inspector General to promote efficiency and 
effectiveness and to prevent and detect fraud and mismanagement in the Department of 
Agriculture's operations. 

Sincerely, 

Mike Johanns 
Secretary 

Enclosure 

An Equal Opportunity Employer 



Key OIG Accomplishments in This Reporting Period 

RESULTS IN KEY CATEGORIES 

SUMMARY OF AUDIT ACTIVITIES 

Reports Issued 

Number of Reports ............................................................................................ 38 

Number of Recommendations ......................................................................... 172 

Management Decisions Made 

Number of Reports ............................................................................................ 25 

Number of Recommendations ......................................................................... 233 

Total Dollar Impact (Millions) 

Of Management-Decided Reports .................................................................... $11.4 

Questioned/Unsupported Costs ................................................................... $11.3 

Funds To Be Put to Better Use ....................................................................... $0.1 

SUMMARY OF INVESTIGATIVE ACTIVITIES 

Reports Issued ................................................................................................... 155 

Impact of Investigations 

Indictments ..................................................................................................... 171 

Convictions ...................................................................................................... 101 

Arrests ............................................................................................................. 453 

Total Dollar Impact (Millions) .......................................................................... $43.5 

Administrative Sanctions ...................................................................................... 58 

OIG MAJOR USDA MANAGEMENT CHALLENGES (August 2006) 

• lnteragency Communications, Coordination, and Program Integration Need Improvement 
Related material can be found on pages 11 and 14. 

• Implementation of Strong, Integrated Management Control (Internal Control) Systems Still Needed 
Related material can be found on pages 5, 12-14, and 16-17. 

• Continuing Improvements Needed in Information Technology (IT) Security 
Related material can be found on pages 9 and 15. 

• Implementation of Improper Payments Information Act Requirements Needs Improvement 
Related material can be found on page 16. 

• Departmental Efforts and Initiatives in Homeland Security Need To Be Maintained 
Related material can be found on pages 1-2. 

• Departmentwide Efforts and Initiatives on Genetically Engineered Organisms (GEO) Need To Be Strengthened 
Related work is ongoing in FY 2007; see page 4. 

• USDA's Response to the 2005 Hurricanes Needs Ongoing Oversight 
Related material can be found on pages 10-11. 



Message From the Inspector General 
I am pleased to provide the Semiannual Report to Congress for the Office of Inspector General 

(OIG), U.S. Department of Agriculture (USDA), for the 6-month period that ended March 31, 

2007. During this reporting period, we conducted successful investigations and audits that led to 

453 arrests, 101 convictions, $43.5 million in recoveries and restitutions, 142 program improvement 

recommendations, and $11.4 million in financial recommendations. This report summarizes the 

most significant OIG activities during the period by our three strategic goals: 

• Safety, Security, and Public Health - Our audit work determined that the Animal and Plant 

Health Inspection Service needed to strengthen its policy guidance over agricultural inspection 

activities and that USDA had successfully implemented key homeland security initiatives and 

directives. Our investigative work saw convictions or pleas and recoveries related to violations 

of the Federal Endangered Species Act and food safety laws. 

• Integrity of Benefits and Entitlements Programs - Our audit work found that indemnity 

payments of$2.3 million in a crop insurance pilot program were unsupported and that errors in 

loss adjustments on crop insurance indemnity payments were made on citrus crops in Florida. 

Our investigative work resulted in convictions and money recoveries for schemes to defraud the 

Food Stamp Program, National School Lunch Program, Child and Adult Care Food Program, 

Market Access Program, and farm and rural development loan programs. 

• Management of Public Resources - Our audit work found that Forest Service's escalating 

costs to fight wildfires were largely due to its efforts to protect property in the wildland urban 

interface and that the Foreign Agricultural Service needed to complete a Global Market Strategy 

to increase the Nation's agricultural exports. The USDA consolidated financial statements 

for FY 2006/2005 received ~ unqualified audit opinion for the fifth consecutive year. In 

the information technology area, the Office of the Chief Information Officer's Information 

Technology Services (ITS) received a qualified opinion on its internal control structure and its 

effectiveness. In our ongoing effort to determine USDA's compliance with Improper Payments 

Information Act of 2002 (IPIA) requirements, we found that implementation of !PIA needs 

improvement in two USDA agencies. 

While the Department has been a leader in providing support to the Gulf Coast region following the 

2005 hurricane season, such large and, by necessity, quick outlays of funds can be subject to increased 

risk for fraud. In our 18 investigations in Mississippi and Louisiana concerning cases in which USDA 

agencies were defrauded by individuals to obtain disaster benefits, 37 individuals have been indicted, 

9 of whom have pied guilty and been sentenced. Our audits found that unnecessary housing assistance 

was provided to hurricane victims and that USDA needs a response and recovery plan for future grain 

transportation disruptions. 

These results would not be possible without the strong interest and support of the Secretary, the 

Deputy Secretary, and the Congress. I speak for the entire OIG in expressing our appreciation for 

their work to improve the integrity and efficiency of the Department's programs and operations. 

~~ 
Phyllis K. Fong 

Inspector General 
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Safety, Security, and Public Health 

OIG Strategic Goal 1: 
Support USDA in the enhancement of safety 
and security measures to protect USDA and 
agricultural resources and in related public 
health concerns 

To help USDA and the American people meet the 

critical challenges in safety, security, and public health, 

it is our responsibility in OIG to provide independent, 

professional audits and investigations in these areas. Our 

work addresses such issues as the ongoing challenges of 

agricultural inspection activities, safety of the food supply, 

and homeland security. 

In the first half of fiscal year (FY) 2007, we devoted 

17.0 percent of our total audit and investigative direct 

resources to Goal l, with 95.0 percent of these resources 

assigned to critical/high-impact work. A total of56.3 percent 

of our audit recommendations under Goal 1 resulted in 
management decision within 1 year, and 68.4 percent of 

our investigative cases had criminal, civil, or administrative 

action taken. OIG issued three audit reports under 

Goal 1 during this reporting period. OIG's investigations 

under Goal 1 yielded 12 indictments, 12 convictions, and 

about $625,716 in monetary results during this reponing 

period. 

EXAMPLES OF AUDIT AND INVESTIGATIVE 
WORK FOR GOAL 1 

Animal and Plant Health Inspection Service 
(APHIS) Needs To Strengthen Its Policy 
Guidance Over U.S. Customs and Border 
Protection's (CBP) Agricultural Inspection 
Activities 

USDA OIG teamed with the Department of Homeland 

Security (DHS) OIG to evaluate the post-transition 

effectiveness of APHIS and CBP in safeguarding U.S. 

agriculture from incursions by foreign pests and diseases. 

The audit disclosed that the two Departments had made 

progress in correcting the deficiencies noted in previous 

audits, resolving several outstanding recommendations. 

Based on issues identified in the new review, however, 

DHS OIG issued several recommendations to CBP 

to improve operational areas at the ports of entry. In 
response to USDA OIG recommendations, APHIS agreed 
to issue policy guidance to clarify CBP's responsibilities 

for Transportation and Exponation permits that allow 

prohibited and restricted agricultural commodities to be 

trans-shipped across the country to foreign destinations 
and for the handling of seized agricultural products at 

ports of entry. APHIS also agreed to develop a process 
to allow both agencies to assess the risk of agricultural 

products entering the country by rail. In addition, we are 

Management Challenges Addressed Under Goal 1 

• lnteragency Communications, Coordination, and Program Integration Need Improvement (also under Goals 2 and 3) 

• Continuing Improvements Needed in IT Security (also under Goal 3) 

• Departmental Efforts and Initiatives in Homeland Security Need To Be Maintained 

• Departmentwide Efforts and Initiatives on GEOs Need To Be Strengthened 
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working to resolve the remaining recommendations from a 

previous audit of agricultural inspection activities. (Audit 

Report No. 33601-07-Ch, Review of CBP's Agriculture 

Inspection Activities) 

Owner and Corporation Plead Guilty 
to Defrauding Bovine Spongiform 
Encephalopathy (BSE) Surveillance Program 

An Ariwna meat processing company and its owner pied 

guilty in February 2007 to charges of theft of Government 

funds, mail fraud, and wire fraud. The owner and his 

company defrauded the BSE Surveillance Program when 

they falsified BSE Surveillance Dara Collection Forms and 

then submitted payment requests to USDA for the services. 

In addition to the targeted sample population (chose catcle 

that were more than 30 months old or had other risk factors 

for BSE), the owner submitted to USDA, or caused to be 

submitted, BSE obex (brain stem) samples from healthy 

USDA-inspected catcle. As a result, the owner fraudulencly 

received approximately $390,000. Sentencing is scheduled 

for May 2007. 

Investigation Uncovers $5.2 Million in 
Illegally Exported Fruit 

From April 2000 to November2006, agents and investigators 

of 0 I G and AP HIS' Investigative and Enforcement Services 

conducted an investigation into the illegal exportation of 

apples and scone fruit into Mexico from the United Scares. 

In a cooperative effort between the Governments of the 

United Scares and Mexico, the investigation identified 

approximately 480 truckloads of illegally exported fruit 

valued at over $5.2 million. The investigation disclosed 

that seven marketing firms and three freight-forwarding 

firms conspired to circumvent international treaties 

and minimum reference price requirements by using 

counterfeit U.S. Government Phycosanicary Certificates. 

The counterfeit certificates were used to falsely certify 

inspections of the illegally exported fruit, the charging of 

the minimum reference price on apples, the performance 

of cold treatment (cooling fruit to eliminate the risk of 

Goal 1 
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fruit flies), and an inflated quality grade of stone fruit. The 

investigation resulted in two criminal convictions, four civil 

judgments, and asset forfeiture and fines totaling $95,225. 

Meat Processing Plant Agrees To Pay More 
Than $100,000 in a Civil Settlement for 
Falsifying Fat Content in Sausage Products 

In October 2006, a former federally inspected facility entered 

into a setclement agreement with the U.S. Attorney's Office, 

District of Maine. The agreement required the firm to pay 

to the United States more than $100,000 for selling a variety 

of meat products that exceeded Federal standards for fat 

content and for falsifying required rest results. In April 2004, 

a former quality assurance manager of the firm was found 

guilty of obstruction of justice and was sentenced to serve a 

prison term, followed by supervised release, and ordered co 

pay a $3, 100 fine. 

Texas Businessman Sentenced for Making 
False Statements and Claims To Obtain USDA 
Commodity Contracts for Nonfat Dry Milk 
Valued at More Than $1.5 Million 

In November 2006, an El Paso, Texas, businessman and 

his company independencly pied guilty to making false 

statements co USDA. The businessman, on behalf of his 

company, submitted false statements to USDA from October 

2003 co November 2004 co obtain contracts co purchase over 

1.5 million pounds of nonfat dry milk from the Commodity 

Credit Corporation (CCC) at a reduced price of$511,686, a 

discount of more than $1 million. By failing to produce the 

required product for human consumption, the businessman 

did not fulfill the contract requirements. The company falsely 

certified that the produce was for human consumption and that 

it was licensed to process produces for human consumption. 

Instead, the milk was used in the production of animal feed. 

In January 2007, the businessman made the first installment 

($50,000) of a $100,000 court-ordered forfeiture, and the 

businessman and his company were sentenced to 36 months 

of probation. Based on its claim of insolvency; the company 

was assessed no flne or restitution. 



USDA Implements Homeland Security 
Initiatives and Directives 

Our review found that the Department had completed 

its required actions in implementing sections 17 and 

S(b) of Homeland Security Presidential Directive-9. This 

directive established a national policy to protect the U.S. 

agriculrure and food system in the event of emergencies 

such as bioterrorist attacks or major disasters. Section 

17 requires USDA to make recommendations to the 

President's Homeland Security Council about financial 

risk management tools that encourage self-protection for 

vulnerable agriculture and food enterprises, while section 

S(b) emphasizes the need for monitoring and surveillance 

programs to track commodities. 

We also reviewed USDA's role in implementing a 

requirement of the Public Health Security and Bioterrorism 

Preparedness Response Act of 2002 that would facilitate 

rhe tracing of commodities to the original vendor/facility 

after a disaster. Although the Act requires the Food and 

Drug Administration (FDA) to register and monitor such 

vendors/facilities, we suggested that the Department could 

play a key role in strengthening the safety and security of 

this process by providing information to FDA on vendors/ 

facilities that conduct business with the Department but 

have not registered. (Audit Report No. 50701-2-KC, USDA 

Homeland Security Initiatives and Directives) 

Corporate Shareholder Sentenced for Illegal 
Sale of Ocelot 

As reported last period, in April 2006, an Oregon woman 

was sentenced to 30 days in prison and ordered to make a 

$25,000 community service payment for illegally offering 

to sell an ocelot, which is protected under the Federal 

Endangered Species Act. During this period, in January 

2007, the shareholder of a California corporation that 

conducted business with the Oregon woman was sentenced 

after an August 2006 guilty plea to illegally offering to 

sell ocelots. The corporate shareowner was sentenced to 

24 months of supervised release and ordered to make a 

$60,000 community service payment to the Oregon Zoo 

Endangered Species Justice Fund. 

Goal 1 

Emergency Response Program 

OIG's Emergency Response Program (ERP) consists of two 

teams with unique missions, the Emergency Response Team 

(ERT) and the Wtldland Fire Investigations Team (WFIT). 

ERT responds to and investigates threats or attacks against 

the Nation's food supply, agriculture infrastructure, or USDA 

interests; and provides expertise to government agencies at all 
levels. In December 2006, ERT attended Ag Terror training in 

Tennessee, sponsored by DHS in cooperation with Kirkwood 

Community College. Members were certified by DHS to 

conduct AgTerror awareness training. Also in December 

2006, the team participated in advanced Crime Scene 

Processing training, using agriculture-related scenarios. 

During this reporting period, members of ERT worked 

closely with and participated on the FBI's Joint Terrorism 

Task Forces, the FBI-sponsored Agro-Terrorism Working 

Groups, and the U.S. Attorney's Offices' Anti-Terrorism 

Advisory Councils. In addition, members of the ERT 

regularly participated in working groups with State and 

local law enforcement agencies and first responders to 

educate and foster cooperation to ensure the safety of the 

Nation's crops and food supply. ERT members provided 

presentations to task forces and working groups on its 

role in an agricultural event and participated in tabletop 

exercises to prepare for such an event. 

OIG is mandated by law to investigate any Forest Service 

(FS) firefighter deaths caused by wildfire entrapment or 

burnover and report to Congress and rhe Secretary of 

Agriculture on rhe results. Participation on WFIT is a 

collateral duty for team members and requires a great deal of 

commitment due to the unique training requirements of the 

position. Members undergo extensive training that includes 

attending the Basic Fire Academy located in Boise, Idaho. 

The Basic Fire Academy incorporates training in Incident 

Command, Basic Wildfire Suppression Orientation, 

Firefighter Training, and Introduction to Wildland Fire. 

In addition, WFIT members attend the National Wildfire 

Investigation Training Program, conducted by the Federal 

Law Enforcement Training Center, as well as the Bureau of 

Land Management's Serious Accident Investigation Training. 

In October 2006, the Esperanza Wt!dland Fire in California 

resulted in the deaths of five FS firefighters by entrapment or 

burnover. The WFIT investigation of these firefighter deaths 

is ongoing. 
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Goal 1 

GOVERNMENTWIDE ACTIVITIES - GOAL 1 

Participation on Committees, Working Groups, and Task Forces 

• An OIG investigator is serving on the Maryland Agriculture 
Working Group, sponsored by the Federal Bureau of 
Investigation's (FBI) Weapons of Mass Destruction 
coordinator for the Baltimore Division. The group 
consists of law enforcement, emergency management, 
and public safety officials from Federal, State, and local 
governments within the FBl's Baltimore investigative 
jurisdiction (Maryland and Delaware). The group is writing 
a communications plan to assist in coordinating and 
responding locally to a food and/or agriculture event of 
significance. 

• An OIG investigator is assigned to the FBl's National Joint 
Terrorism Task Force (NJTTF). The agent attends the NJTTF 
threat briefings and provides a variety of products related 

ONGOING AND PLANNED REVIEWS FOR GOAL 1 

to terrorist intelligence to OIG and other agencies and 
offices within the Department. 

• During the reporting period, the Inspector General (IG) and 
OIG staff participated in the President's Council on Integrity 
and Efficiency (PCIE) Homeland Security Roundtable. Since 
June 2005, the roundtable, consisting of members from the 
inspector general community, has met to discuss a variety of 
matters related to homeland security. Ongoing OIG audit and 
investigative efforts related to Hurricane Katrina have been 
coordinated through the roundtable. We have benefited from 
sharing infonnation and identifying best practices, offered 
suggestions for a revised roundtable charter, and nominated 
several topics for future joint projects. 

Topics that will be covered in ongoing or planned reviews under Goal 1 include: 

• Farm Service Agency's (FSA) port approval and inspection 
process, 

• Food Safety and Inspection Service (FSIS) meat, poultry, 
and egg product inspections in Puerto Rico, 

• egg processing inspection (FSIS), 

• controls over APHIS pilot certifications, 

• controls over permits to import agricultural products 
(APHIS), 

• USDA's controls over the importation and movement of live 
animals (APHIS). 

• USDA's implementation of the national strategy for 
pandemic influenza (APHIS as lead), 

• avian influenza testing laboratories' compliance with 
policies and procedures (APHIS), 

• soundness of BSE maintenance sampling (APHIS), 

• determination of actionable (nonexistent or rare in the 
United States) foreign pests (APHIS), 

• FSIS' Management Control System, 

• FSIS risk-based inspection, 

• implementation of Perfonnance-Based Inspection System 
enhancements for specified risk material (SRM) violations and 
improved inspection controls over SRMs (FSIS and APHIS), 

• National Residue Program in cull cow plants (FSIS), 

• Animal Care inspection of breeders (APHIS), 

• fresh product grading and certification (Agricultural 
Marketing Service (AMS)), 

• oversight of the National Organic Program (AMS), 

• followup on APHIS licensing of animal exhibitors, 

• implementation of flood-control dam rehabilitation (Natural 
Resources Conservation Service (NRCS)), 

• USDA progress in enhancing agricultural biosecurity 
through diagnostic and reporting netWorks (APHIS, FSIS, 
and Cooperative State Research, Education, and Extension 
Service (CSREES)), 

• USDA's role in the export of genetically engineered 
agricultural commodities (Foreign Agricultural Service 
(FAS), Grain Inspection, Packers and Stockyards 
Administration (GIPSA), APHIS, and AMS), and 

• USDA controls over genetically engineered animals/insect 
research (APHIS and Agricultural Research Service (ARSJ. 

The findings and recommendations from these efforts will be covered in future semiannual reports as the relevant audits and 

investigations are completed. 
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Integrity of Benefits and Entitlements Programs 

OIG Strategic Goal 2: 
Reduce program vulnerabilities and enhance 
integrity in the delivery of benefits to individuals 

OIG conducts audits and investigations to ensure or restore 

integrity in the various benefits and entitlements programs 

of USDA, including a variety of programs that provide 

payments directly and indirectly to individuals or entities. 

The size of these programs is daunting: the Food Stamp 

Program (FSP) alone accounts for nearly $32 billion in 

benefits annually, while over $20 billion annually is spent on 

USDA farm programs. Their intended beneficiaries include 

the working poor, hurricane and other disaster victims, and 

schoolchildren, as well as farmers and producers. These 

programs suppon nutrition, farm production, and rural 

development. A good deal of our ongoing work in Goal 2 is 

expected to come to fruition in the second half of FY 2007. 

In the first half of FY 2007, we devoted 47.5 percent 

of our total audit and investigative direct resources to 

Goal 2, with 87.1 percent of these resources assigned to 

critical/high-impact work. A total of 91.9 percent of 

our audit recommendations under Goal 2 resulted in 

management decision within 1 year, and 78.8 percent of 

our invesrigative cases had criminal, civil, or administrative 

action taken. OIG issued 13 audit reports under Goal 2 

during this reporting period. However, there are several 

Management Challenges Addressed Under Goal 2 

additional audits in this area that were ongoing during this 

period and should be issued in the next reporting period. 

OIG investigations under Goal 2 yielded 104 indictments, 

7 4 convictions, and about $41.5 million in monetaty results 

during the reporting period. 

EXAMPLES OF AUDIT AND INVESTIGATIVE 
WORK FOR GOAL 2 

Adjusted Gross Revenue (AGR) Program 
Indemnity Payments of $2.3 Million 
Unsupported 

The Risk Management Agency's (RMA) AGR Program is 

a nontraditional crop insurance pilot program in which 

producers insure their farm revenue against losses caused 

by natural disasters and market fluctuations. During 

insurance years 2002 and 2003, 9 insurance providers in 

18 States paid AGR indemnities of about $24 million. We 

reviewed 11 claims paid by 5 providers and found that 4 

of the providers either had issued policies to producers 

whose eligibility was unsupported or paid indemnities 

for unsupported loss claims totaling $2.3 million. The 

deficiencies were not noted or detected by the underwriting 

review, the loss adjustor review, or the providers' quality 

control review prescribed by the Standard Reinsurance 

Agreement. Providers misunderstood, misinterpreted, or 

overlooked requirements for obtaining required documents 

or conducting adequate reviews. 

• lnteragency Communications, Coordination, and Program Integration Need Improvement (also under Goals 1 and 3) 

• Implementation of Strong, Integrated Management Control (Internal Control) Systems Still Needed (also under Goal 3) 

• USDA's Response to the 2005 Hurricanes Needs Ongoing Oversight (also under Goal 3) 
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Furthermore, RMA program managers were unaware of 

the deficiencies. In response to our audit, on February 15, 

2007, RMA issued a notice to advise insurance providers 

of the unacceptable documents that have been used and to 

clarify what documents are acceptable for substantiating 

AGR policies and claims. RMA agreed to analyze and, if 

appropriate, seek recovery of the questioned indemnity 

payments. RMA will also ensure that review of the 

policyholder files for pilot programs will be included in its 

National Operations Reviews. (Audit Report No. 05601-4-

SF, RMA AGR Program) 

Loss Adjustment Errors Made on Citrus Crops 
in Florida 

During 2004, Hurricanes Charley, Frances, and Jeanne 

in Florida resulted in crop insurance indemnity payments 

totaling $50 million for 1,144, citrus claims. Of the 

21 citrus indemnity payments reviewed, totaling 

$10.3 million, approved insurance providers who 

administered the claims made loss adjustment errors on 

15 claims that resulted in $325,943 in overpayments and 

$89,767 in underpayments. Loss adjusters did not always 

(1) verify crops' insurability, (2) verify the number of 

trees, (3) verify crops' risk class, (4) exclude production 

from uninsured acres, (5) sample trees from all groves, 

(6) appraise early and mid-season oranges separately, (7) 

compute claims correctly, or (8) use correct data when 

calculating claims. RMA agreed to review the erroneous loss 

adjustment determinations and collect any monies owed 

from the responsible insurance provider. (Audit Report No. 

05099-27-At, Citrus Indemnity Determinations Made for 

2004 Hurricane Damages in Florida) 

Food Stamp Cases Yield Significant Jail Time 
and Restitution 

OIG concluded a number of food stamp trafficking 

cases this reporting period thar resulted in significant jail 

sentences and restitution: 

• In October 2006, the owner of a Chicago grocery store 

was sentenced in U.S. District Court, Northern District 

of Illinois, to serve 57 months of incarceration, and 

Goal 2 
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ordered to pay $4.9 million in restitution and forfeit 

$2.5 million in assets for food stamp trafficking. The 

grocery store owner was barred from participation in FSP 

. for life. From January 1997 to August 2002, the grocery 

store owner and the store's manager were involved in a 

food stamp benefit trafficking scheme that resulted in a 

potential loss to USDA of approximately $7 million. 

• In October 2006, three individuals were ordered to pay 

a total of $1.1 million in restitution for their role in 

commicring food scamp trafficking via the Electronic 

Benefit Transfer (EBT) system by discounting large 

amounts of EBT benefits for cash at a Newark, New 

Jersey, grocery store. One individual received 21 months 

of incarceration and the other two received probation 

for a term of 36 months each. This investigation was 

worked jointly with the U.S. Secret Service (USSS). 

• In November 2006, a Philadelphia man was 

sentenced in U.S. District Court, Eastern District 

of Pennsylvania, to serve 36 months in prison and 

36 months of probation, and was ordered to pay 

$510,658 in restitution. The man and his family 

had made false statements to numerous Government 

agencies to receive more than $500,000 in food stamps, 

cash assistance, and medical benefits from August 1998 

through January 2006. This investigation was worked 

jointly with USSS, the U.S. Postal Inspection Service, 

and the Internal Revenue Service's (IRS) Criminal 

Investigation (CI). 

• In October 2006, rwo owners and an employee of a 

Houston grocery store were sentenced in U.S. District 

Court, Southern District of Texas, for fuod stamp 

trafficking. The two owners were sentenced to serve 

37 months of imprisonment and ordered to jointly pay 

$421,025 in restitution. The judge also signed Preliminary 

Orders of Forfeiture for two sport utility vehicles valued 

at approximately $38,000. The score employee was 

sentenced to serve 15 months of imprisonment and 

ordered to pay $1,859 in restitution. The owners and 

the employee had discounted EBT benefits for cash. This 

investigation was worked jointly with USSS. 



• In January 2007, a Newark, New Jersey, food store 
manager was sentenced to 33 months ofimprisonment, 

to be followed by 24 months of supervised release, 

for food stamp trafficking. In February 2007, a store 

employee was sentenced to 36 months of probation, 

to include 6 months of home confinement. They were 

ordered to pay restitution of $248,147 to USDA. 

From May 1998 to June 1999, the store redeemed 

more than $2.8 million in FSP benefits, most of which 

were fraudulent. In 2004, the store manager and 

employee were indicted in the District of New Jersey 

and charged with conspiracy to traffic in food stamp 

benefits. The manager then fled to the Dominican 

Republic until mid-2005, when he was extradited to 

the United States to face the charges. Both subjects 

subsequently entered guilty pleas. 

New Jersey School Agrees To Pay 
$1.3 Million for Committing National School 
Lunch Program (NSLP) Fraud 

In October 2006, a civil settlement agreement was reached 

with a Lakewood charter school and the U.S. Attorney's 

Office, District of New Jersey. The school agreed not to 

seek reimbursement for $895,550 in claims being held in a 

suspense account and agreed to pay an additional $400,000 

for losses to NSLP, a total of $1,295,550 altogether. 

From 1996 to 2000, the school had defrauded NSLP of 

approximately $1.3 million by submitting numerous false 

certifications to New Jersey's Bureau of Child Nutrition 

regarding student participation levels in NSLP. 

Day Care Facility Owner in Louisiana 
Sentenced to Federal Prison, Ordered To Pay 
$617,057 in Restitution for Child and Adult 
Care Food Program (CACFP) Fraud 

In November 2006, the owner of a daycare facility in 
Monroe, Louisiana, was sentenced in U.S. District Court, 

Western District of Louisiana, to 87 months in prison, 

ordered to pay $617,057 in restitution, and fined $4,700. 

In July 2006, after pleading guilty to two counts of mail 

fraud and one count of false statements, a manager of the 

facility had been sentenced to 60 months of probation, 

ordered to pay $142,143 in restitution, and fined $300. 

From December 2003 through February 2004, the owner 

and the manager submitted three false claims to the 

Goal 2 

Louisiana Department of Education for reimbursements in 

connection with CACFP. 

Two Pet Product Companies Agree To Pay 
$736,000 for Ineligible Receipt of Market 
Access Program (MAP) Funds 

In December 2006, two pet product companies agreed 

to a $736,000 civil settlement with the U.S. Attorney's 

Office, Eastern District of Pennsylvania, after they received 

approximately $600,000 in MAP funds for which they 

were not eligible. MAP funds are distributed by FAS to 

promote worldwide use and sale of agricultural products by 

U.S. small businesses, and companies must meet the Small 
Business Administration's definitions of "small business." 

In this case, the companies are affiliated, and the larger 

company employs more than 2,300 people with yearly 
revenues approaching $1 billion, thereby making the first 

company ineligible to receive MAP funds .. 

Georgia Producer Ordered To Pay $112,741 
for Conversion of Mortgaged Property 

In December 2006, a producer in Lenox, Georgia, was 

sentenced in U.S. District Court, Middle District of Georgia, 

to 18 months of imprisonment and ordered to pay $112,741 

in restitution for conversion of mortgaged property. In May 

2002, the producer received a farm-operating loan &om 

FSA secured with the producer's cotton, grape, peanut, and 
wheat crops. The producer harvested the crops and converted 

approximately $74,000 in sales proceeds to his own use. 

Oklahoma Man Sentenced to Prison, Ordered 
To Pay $3.8 Million in Restitution for Obtaining 
Loans Using Falsified Documents 

In January 2007, a former chief financial officer for an 
Okemah manufacturing company was sentenced in 

U.S. District Court, Northern District of Oklahoma, to 

40 months of imprisonment and 60 months of supervised 
release, and ordered to pay $3.8 million in restitution for 

obtaining Rural Development (RD) loans using falsified 

documents. The individual fraudulently obtained a 

$2.9 million USDA-guaranteed loan and a $2 million 

line of credit loan from a bank in Stillwater, Oklahoma, as 
well as a loan from another bank in Nowata, Oklahoma, 

for $275,000. In January 2005, USDA paid the bank in 
Stillwater $1.8 million as a result of the defaulted loans. 
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Goal 2 

GOVERNMENlWIDE ACTIVITIES- GOAL 2 

Participation on Committees, Working Groups, and Task Forces 

• OIG continues to work with the PCIE and Department 
of Homeland Security (OHS) Working Groups to 
coordinate investigative efforts related to Hurricanes 
Katrina and Rita. OIG investigators worked to 

coordinate a request from the U.S. Department 
of Housing and Urban Development (HUD) OIG to 

enter into a computer-matching agreement with the 
Rural Housing Service {RHS) to identify improper 
and fraudulent disaster assistance payments, similar 
to the agreement in place between HUD and OHS' 
Federal Emergency Management Agency (FEMA). 

• OIG investigators are participating in a task force to 
investigate criminal violations of FSP and the Special 
Supplemental Nutrition Program for Women, Infants, 
and Children (WIC). Members include the Michigan 
State Police and IRS Criminal Investigation. The FBI 
and OHS' Immigration and Customs Enforcement have 
provided assistance during warrant operations. The 
initiative has resulted in numerous warrant operations, 

ONGOING AND PLANNED REVIEWS FOR GOAL 2 

guilty pleas, and forfeitures of proceeds directly 
linked to trafficking in EBT and WIC benefits. The task 
force is expected to continue through FY 2008. 

• An OIG investigator has been working with the FBl's Safe 
Streets Task Force in Indianapolis, Indiana, since 2000. 
The mission of the task force is to deter street gang and 
drug-related violence, as well as seek the most significant 
fugitives wanted for crimes of violen.ce through long-
term, proactive, and coordinated teams of Federal, State, 
and local law enforcement officers and prosecutors. 

• An OIG investigator is participating on the Ohio Organized 
Crime Investigations Commission (OOCIC) Task Force 
in Dayton. OOCIC provides assistance to local law 
enforcement agencies in the investigation cif organized 
criminal activity. OIG investigators have participated 
in the OOCIC Dayton Task Force since 1996 and have 
conducted investigations involving welfare recipients, food 
stamp trafficking, mortgaged farm equipment stolen from 
farmers, stolen property trafficking, and dog-fighting. 

Topics that will be covered in ongoing or planned reviews under Goal 2 include: 

• continued monitoring of EBT implementation (Food and • penalties assessed for inaccurate reporting of crop 
Nutrition Service (FNS)), insurance acreage (RMA), 

• Summer Food Service Program (FNS), • implementation of $500,000 claim decision process 

• WIC in Puerto Rico (FNS), (RMA), 

• Food Stamp Employment and Training Program (FNS), • Citrus Canker Eradication Compensation and Insurance 

• Child and Adult Care Food Program (FNS), Program (APHIS and RMA), 

• food stamp retailer authorizations (FNS), • implementation of the Tobacco Transition Payment 

• FNS oversight of the National School Lunch Program, (Tobacco Buyout) Program (FSA), 

• WIC vendor monitoring (FNS), • programmatic treatment of crop base on land included in 

• Disaster Food Stamp Program for Hurricanes Katrina, Rita, conservation easements (FSA and NRCS), 

and Wilma (FNS), • interest assistince on guaranteed fann loans (FSA), 

• crop loss and quality adjustments for aflatoxin-infected • adjusted gross income limitation (NRCS), 

com (RMA), • emergency loan assistance (FSA), 

• Asian soybean rust claims (RMA), • effectiveness of status reviews in assessing producer 

• group risk crop insurance (RMA), compliance with conservation provisions (NRCS and FSA), 

• catastrophic crop underwriting (RMA), • price support provisions for pulse crops (seeds of legumes 

• prevented planting policy provisions (RMA), used as food) (FSA), 

• Conservation Security Program (NRCS), and 

• Farm and Ranch Lands Protection Program - nationwide 
selected nongovernmental organization (NRCS). 

The findings and recommendations from rhese efforrs will be covered in future semiannual reporrs as rhe relevant audirs and 

investigations are completed. 
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Management of Public Resources 

OIG Strategic Goal 3: 
Increase the efficiency and effectiveness with 
which USDA manages and employs public 
assets and resources, including physical and 
information resources 

OIG conducts audits and investigations that focus on, for 

example, improved financial management and accountability, 

IT security and management, protection of public assets, 

employee corruption, narural resources, research, and the 

Government Performance and Results Act. Our work in 

this area is vital because the Departmenr is enrrusted with 

$128 billion in public resources annually and hundreds of 

billions of dollars more in fixed assets such as the 192 million 

acres of national forests and wetlands. The effectiveness and 

efficiency with which USDA manages its assets are critical. 

USDA depends on IT to efficiently and effectively deliver 

its programs and provide meaningful and reliable financial 

reporting. One of the more significant dangers USDA faces 

is a cyberattack on its IT infrastructure, whether by terrorists 

seeking to destroy unique databases or criminals seeking 

economic gains. 

In the first half of FY 2007, we devoted 35.5 percenr 

of our total audit and investigative direct resources to 

Management Challenges Addressed Under Goal 3 

Goal 3, with 96.9 percent of these resources assigned to 

critical/high-impact work. A total of 93.1 percent of 

our audit recommendations under Goal 3 resulted in 

management decision within 1 year, and 65.6 percent of 

our investigative cases had criminal, civil, or administrative 

action taken. OIG issued 22 audit reports under Goal 3 

during this reporting period. OIG investigations under 

Goal 3 yielded 5 5 indictments, 15 convictions, and about 

$1.4 million in monetary results during the reporting 

period. 

EXAMPLES OF AUDIT AND INVESTIGATIVE WORK 
FOR GOAL3 

FY 2006 Office of the Chief Information 
Officer (OCIO) Information Technology 
Services (ITS) General Controls Review 

Our report contained a qualified opinion on the ITS internal 

control structure and its effectiveness, and we believe the 

findings constitute a material inrernal control weakness to 

be reported in the agencies' (FSA, NRCS, and RD) Federal 

Managers' Financial Integrity Act reports. ITS has begun to 

implement controls over the weaknesses we identified. 

We recommended that ITS ensure that security plans, 

risk assessments, contingency plans, and disaster recovery 

• lnteragency Communications, Coordination, and Program Integration Need Improvement (also under Goals 1 and 2) 

• Implementation of Strong, Integrated Management Control (Internal Control) Systems Still Needed (also under Goal 2) 

• Continuing Improvements Needed in IT Security (also under Goal 1) 

• Implementation of Improper Payments Information Act Requirements Needs Improvement 

• USDA's Response to the 2005 Hurricanes Needs Ongoing Oversight (also under Goal 2) 
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plans meet Office of Management and Budget (OMB), 

National Institute of Standards and Technology (NIST), 

and Departmental requirements and be updated after 

major system changes. In addition, we recommended 

ITS ensure that effective centralized change management, 

backup/recovery and vulnerability remediation, security 

incident handling, physical security, and security clearance 

and hardware maintenance processes are in place and 

operational in accordance with OMB and NIST guidance. 

We also recommended that inventory records be adequately 

maintained and Service Level Agreements contain all 

information required by NIST. Further, we recommended 

that ITS effectively test, monitor, and audit backup/recovery 

procedures and ensure that automatic notification ofbackups 

are turned on and reviewed weekly; develop interconnection 

security agreements for all third-party connections to 

the network that conform to NIST and OMB guidance; 

ensure timely removal of separated employees as well as 

the creation, modification, and deletion of user accounts 

commensurate with their job responsibilities; and update 

all computer equipment with the latest security patches. 

The agencies generally agreed with our recommendations 

and are raking corrective actions. (Audit Report No. 88501-

7-FM, General Controls Review- FY 2006 OCIO ITS) 

OIG's Continuing Response to the Gulf Coast 
Region Hurricanes 

In our last two semiannual reports, we have highlighted 

OIG's continuing role with respect to Federal recovery 

efforts in the Gulf Coast region after Hurricanes Katrina 

and Rita. OIG auditors have several ongoing or planned 

reviews related to the hurricanes (see the end of this section 

on Goal 3). OIG continues to work with the President's 

Council on Integrity and Efficiency and DHS Working 

Groups to coordinate investigative efforts, maximize 

resources, and prevent duplicative work. 

• OIG special agents working Hurricane Katrina Fraud 

Task Force investigations continue to receive referrals 

throughout the country on individuals who have 

submitted false claims or provided false statements to 

obtain Federal benefits. As hurricane reconstruction 

efforts proceed, OIG has begun receiving investigative 

Goal3 
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referrals from FSA and RD that involve larger monetary 

amounts of fraud or theft and more complex fraud 

cases. To date, OIG has conducted 18 investigations 

in Mississippi and Louisiana concerning cases in 

which FNS, FSA, and RD have been defrauded by 

individuals to obtain Hurricane Katrina disaster 

benefits. From October I, 2006, through February 6, 

2007, 37 individuals were indicted, 9 of whom have 

pied guilty and received sentences ranging from 24 

months of probation to 12 months of incarceration. 

All of those sentenced were ordered to pay restitution, 

ranging from $2,000 to $13,400. 

• In one fraud case, in January 2007, a woman was 
sentenced in U.S. District Court, Southern District of 

Illinois, to serve 48 months in Federal prison, followed by 

36 months of supervised release, and was ordered to pay 

$23,982 in restitution and a$ I, I 00 fine. The woman had 

obtained $23,000 in Hurricane Katrina housing, food 

stamp, and cash assistance to which she was not entitled. 

She had also falsely claimed to have lost two children in 

Hurricane Katrina. The woman pied guilty in October 

2006 to mail fraud and false statements. 

• Unnecessary Housing Assistance Provided to 

Hurricane Victims: In an audit focusing primarily 

on the $54 million in loan and grant funds being 

disbursed to repair hurricane damage, we found that 

RHS and other Federal agencies had not coordinated 

activities to prevent the duplication of Government 

housing assistance to victims. In addition, RHS had 

nor required victims to provide information about 

damage reimbursement from insurance companies 

and assistance from charitable organizations, resulting 

in some victims receiving assistance from both RHS 

and other sources. 

Our review disclosed about $320,000 in emergency 

grant funds were awarded for non-disaster repairs; 

almost $70,000 were provided to victims for repairs 

and improvements not related to health, safety, or 

handicap accessibility; and unlicensed contractors 

were employed to repair almost $210,000 in damage. 

Moreover, disaster funds were vulnerable to misuse at 



some field offices because loan and grant applications 

were received, reviewed, and approved by the same 

employee. Finally, RHS had not determined the 

number of agency loan accounts in jeopardy of default, 

or the costs associated with uninhabitable properties 

that likely needed to be destroyed. 

We recommended that for future disasters RHS 

coordinate assistance with other Federal agencies, 

obtain a formal Office of the General Counsel (OGC) 

opinion regarding the proper use of disaster funds 

before distribution, require applicants to disclose 

assistance received from insurance companies and 

charitable organizations, and monitor field activities 

immediately after a disaster. (Audit Report No. 

04601-15-Ch, Controls Over Single Family Housing 

(SFH) Funds Provided for Hurricane Relief Efforts) 

• USDA Needs Response and Recovery Plan for Future 

Grain Transportation Disruptions: OIG found that 

USDA needed a response and recovery plan to relieve 

disaster transportation congestion. After Hurricanes 

Rita and Katrina, USDA developed four initiatives to 

alleviate transportation congestion on the Mississippi 

River: providing grants for moving damaged corn 

from New Orleans, promoting alternative warehouse 

storage, moving agricultural commodities through 

orher regions, and encouraging the unloading of 

commodities that were left on barges in the New 

Orleans area. FSA implemented the initiatives and 

provided monetary assistance through CCC. 

Due to the urgency of the situation, USDA initially 

used ad hoc procedures to negotiate noncompetitive 

agreements, and awarded three noncompetitive grants 

for alternative grain storage and barge movement 

projects to two companies. However, those verbal 

agreements lacked transparency and competition 

to minimize costs and ensure relief to all affected 

companies. The noncompetitive agreements had 

notably higher rates than those for similar services later 

solicited through competitive bidding- the differences 

totaled $5.6 million. Of the $38.75 million USDA 

authorized to fund the initiatives, $22.7 million was 

Goal 3 

disbursed. USDA incurred additional expenditures 

by awarding noncompetitive grants, even though a 

substantial amount of the maximum available funds 

went unobligated. 

In response to audit recommendations, the FSA 

Administrator agreed to coordinate with the Under 

Secretary for Farm and Foreign Agricultural Services, 

industry stakeholders, and other involved USDA 

and Federal agencies to develop and formalize a 

response and recovery plan for disruptions to the grain 

transportation and storage system. (Audit Reports 

Nos. 03601-21-KC and 03601-22-KC, Hurricane 

Relief Initiatives: Barge Movement and Alternative 

Storage Agreements) 

Review of FY 2005 Congressional Earmarks 

In response to a congressional request, our review 

determined that in FY 2005 the Department had 1,167 

congressional earmarks (funds designated for specific 

projects), t~taling $1,338,873,451. We also found that the 

Department did not have a formal process for compiling 

earmark fund totals and dollar amounts that are reported to 

the Secretary. Because OMB has recently issued guidance 

concerning the treatment of earmark funds, we did not 

make any recommendations. (Audit Report No. 50601-15-

Te, Review of FY 2005 Congressional Earmarks) 

Saving the Chesapeake Bay Watershed 
Requires Better Coordination of 
Environmental and Agricultural Resources 

This joint U.S. Environmental Protection Agency (EPA) 

OIG and USDA OIG review found that EPA must improve 

its coordination and collaboration with its bay partners and 

the agricultural community to better reduce nutrients and 

sediment entering the Chesapeake Bay watershed. USDA, a 

bay partner at the Federal level, could significantly assist EPA 

in implementing the needed conservation practices within the 

agricultural community, given its many conservation programs, 

extensive field organization, and long experience working 

with the agricultural community. However, USDA has not 

coordinated such a Departmentwide strategy or policy. 
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Responding expeditiously ro our recommendations, 

USDA assigned a senior-level official - the Under Secretary 

for Namral Resources and Environmenr - to coordinate 

with EPXs Chesapeake Bay Program. He will direct and 

coordinate goals and programs across USDA mission 

areas and agencies. The Department also agreed to direct 

agencies ro expedite the developmenr and implemenration 

of outcome-based performance measurements to evaluate 

the effectiveness of their conservation efforts and programs. 

Further, the Secretary's announcemenr of USDXs 2007 

Farm Bill proposals included the creation of a new Regional 

Water Enhancemenr Program, focusing on cooperative 

approaches to enhancing water quanrity and/or quality 

on a regional scale, which we anticipate will explore rhe 

feasibility of rargeting USDA funds geographically. (Audie 

Report No. 50601-10-HQ, Saving the Chesapeake Bay 

Watershed Requires Beerer Coordination of Environmental 

and Agricultural Resources) 

Goal 3 

Without Major Changes, Large-Fire 
Suppression Costs Will Continue To Escalate 

Our review concluded that FS's escalating costs to fighr 

wildfires are largely due to its efforts ro prorecr private 

property in rhe wild.land urban interface (WUI) where 

private homes border FS lands. From FY 2000 to FY 2006, 

FS suppression costs averaged $900 million annually and 

exceeded $1 billion in 4 of those years. In some years, FS 

borrowed funds from other programs to pay for irs wildfire 

suppression acrivities, adversely affecring FS' ability to 

accomplish work in other areas. Public expectations 

and uncertainties among Federal, State, and local fire 

management agencies about roles and responsibilities 

compel FS to suppress fires aggressively and at great expense 

when private property is at risk, even when there is little 

threat to National Forest System lands. Approximately 85 

percent of WUI acreage is on non-Federal lands, bur FS 

bears rhe majority ofWUI protection costs, thus incurring 

A home in the WUI being threatened by wildfire. FS photo. 
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50 to 100 percent of its large wildfire expenditures. Efforts 

to reduce these costs need to include more equitable 

burden-sharing with State and local governments who have 

the authority to regulate growth in WUI. 

In addition, FS needs to modify its policies that unduly 

restrict the use of fire to reduce hazardous fuels (brush, 

dead trees) on FS land. The agency may also lack enough 

specialized personnel needed to take advantage of such 

opportunities. Further, FS lacked effective cost-containment 

controls: Managers' and incident commanders' decisions 

and oversight were neither tracked nor evaluated, agency 

performance measures and reporting mechanisms did not 

adequately allow FS management to assess the effectiveness 

ofits wildfire suppression cost-containment efforts, and cost

containment reviews had limited effectiveness. FS concurred 

and is implementing corrective actions. (Audit Repon No. 

08601-44-SF, FS Large-Fire Suppression Costs) 

FS Needs To Improve How It Conveys Excess 
Property 

To help FS reduce its deferred maintenance backlog, 

Congress authorized the agency to sell surplus properties. 

We found that (1) FS' process for identifying excess 

properties and nominating them for sale was slow and 

could not ensure that all such properties were identified 

and nominated for rhe conveyance program and (2) FS was 

raking about 2 years to complete the conveyance process 

once sites were approved. Because properties with structures 

are not being maintained during this time, they continue 

to deteriorate and lose value. We concluded that FS could 

improve its procedures for timely identifying, nominating, 

and completing conveyance sales. Further, we found that 

FS needed to evaluate its marketing practices because it 

limited how it offered properties, both in terms of where 

it advertised and how long it left properties on the market. 

As a result, the agency may have sold 8 of 38 properties 

for a total of $648,497 beneath the estimated market 

value of $5.2 million. In addition, FS did not determine 

the most cost-effective marketing methods that are best 

Goal 3 

suited for the agency and will obtain the best prices for the 

property. FS agreed with our conclusions and agreed to take 

prompt corrective action. (Audit Report No. 08001-1-At, 

Implementation of the Capital Improvement Program) 

FS' Controls Over Fleet Credit Cards Need 
Improvement 

FS maintains USDA'.s largest vehicle fleet and assigns a fleet 

credit card to each vehicle. This card is used ro fuel and (in 

emergencies) maintain the vehicles. FS personnel charged 

$48 million to these cards in FYs 2004 and 2005. We found 

that FS lacked adequate control over use of these cards and, 

therefore, was unaware of approximately $3.7 million in 

unsupported charges. 

The agency relied on an automated control system, the 

Purchase Card Management System (PCMS). However, 

users of fleet credit cards were not required to keep receipts 

for non-fuel expenditures nor did they record odometer 

readings when they purchased fuel, actions necessary to 

verify the appropriateness of the purchases. In addition, 

FS employees were not using many of the conrrols PCMS 

offered, such as establishing reasonable profiles on each credit 

card to alert them of unusual transactions. Consequently, 

users charged $2.5 million in non-fuel transactions, of which 

$1.3 million was categorized as "miscellaneous," "null," and 

"unassigned." In addition, users purchasing prohibited 

premium and mid-grade fuels spent an estimated $201,581 

above the cost of regular unleaded fuel. Approximately 

$2.I million of the $3.7 million in unsupported charges 

was charged to 1,871 fleet credit cards not assigned to a 

vehicle, violating USDA regulations and making it more 

difficult ro assess the validity of expenditures. 

FS agreed to (1) conduct managemenr reviews of the fleet 

credit card operations, (2) strengthen controls over fleet 

credit cards and how PCMS is used to monitor those cards, 

and (3) require that receipts for non-fuel transactions be 

submitted for verification. (Audit Report No. 08601-3-Te, 

Controls Over FS Vehicle Fuel and Maintenance Costs) 

USDA OIG SEMIANNUAL REPORT TO CONGRESS FY 2007 1st Ha~ 13 



FAS Needs To Engineer a Global Market 
Strategy To Improve U.S. Competitiveness in 
World Agricultural Export Markets 

Our review determined that FAS had timely implemented 

10 of the 13 provisions impacting international trade of 

agricultural commodities contained in the 2002 Farm 

Bill and improved the operation of its food aid programs 

in accordance with the recommendations of the 2002 

President's Management Agenda (PMA). However, the 

agency has not developed a business process to complete a 

Global Market Strategy to increase the Nation's agricultural 

exporrs. From 1990 to 2005, the dollar value of U.S. 

exports rose by 39 percent, but larger export gains by 

foreign competitors eroded the United States' marker share 

of global exports by 32 percent. 

In addition, FAS lacks a standardized definition to 

distinguish unprocessed bulk farm commodities from high

value and processed products, to ensure that the agency 

targets 35 percent of its export credit guarantee program 

funds to support exports of high-value and processed 

products. Finally, FAS needs to complete outcome-oriented 

performance measures and its planned food aid information 

system to provide meaningful evaluation reports on the 

agency's efforts to achieve the legislated performance goals of 

its food aid programs. We recommended that FAS develop 

business processes to integrate agency reviews, analyses, and 

Goal3 

other strategic information; clarify its definitions for bulk, 

high-value, and processed products; and adopt uniform 

outcome-based performance measures and implement its 

food aid information system. (Audit Report No. 50601-

12-At, Implementation of Trade Title of 2002 Farm Bill 

andPMA) 

FAS Trade Promotion Operations 

In August 2006, three Members of Congress asked OIG to 

perform an expedited review of the FAS programs designed 

to foster expanded agricultural trade, determine how trade 

information is collected and disseminated ro interested 

U.S. organizations, ascertain how FAS interacts with the 

U.S. Trade Representative, discuss linkages between USDA 

accomplishments for promoting exports with the National 

Export Strategy, and discuss the effectiveness of the Market 

Access Program (MAP). 

We found that FAS does not formally track its efforts 

to expand trade activities in exporting U.S.· agricultural 

products, nor does it have a mechanism for summarizing 

trade barrier information. The 2006 National Export 

Strategy submitted to Congress by the Secretary of 

Commerce did not present USDA's annual accomplishments 

for promoting the export of U.S. agricultural products, 

nor did it relate information to USDA's Performance and 

Accountability Report. Looking at the use of MAP funds in 

U.S. Exports and Share of Global Agricultural Markets 
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the Philippines, we found that as of September 2006, three 

participants in that country received more than $780,000 

in MAP funds during FY 2005 and requested more than 

$609,000 for FY 2006. However, program evaluations, as 

prescribed by the MAP regulations, were not done. 

FAS generally agreed with our five recommendations, but 

provided specific information on how it would implement 

only two of them. We will continue to work with the 

agency on the remaining recommendations. (Audit Report 

No. 07601-1-Hy, FAS Trade Promotion Operations) 

FSA Has Adequate Controls To Minimize and 
Recover Overpayment for Advanced Counter
cyclical Payments 

FSA's Direct and Counter-Cyclical Payment Program 

protects agriculrural producers from low market prices by 

issuing counter-cyclical payments - often in advance - up 

to the commodity's target price (starutory benchmark) in a 

given crop year (CY). If a commodity's effective price (the 

higher of the national average market price or crop loan 

rate, plus the direct (fixed) payment rate) for a given year is 

less than its target price, producers are paid the difference, 

known as a counter-cyclical payment. Producers must 

return the amount, if any, by which the advance payment 

exceeds the actual counter-cyclical payment. 

For CYs 2003 and 2004, FSA made counter-cyclical 

payments totaling about $1 billion and $4.4 billion, 

respectively, including overpaying in advance $477.4 

and $174.2 million, respectively. Of the $652 million 

in advance overpayments made for CYs 2003 and 2004, 

$651 million (99.9 percent) was recovered as of July 10, 

2006. The overpayments was primarily recovered through 

offset of future Direct and Counter-Cyclical Payment 

Program payments, which is the established procedure. We 

found that FSA has adequate controls in place to minimize 

and recover advanced counter-cyclical overpayments and, 

accordingly, made no recommendations. (Audit Report No. 

03008-1-At, Advanced Counter-Cyclical Overpayments 

and Recovery) 

Goal 3 

South Dakota Producer Pleads Guilty to 
Threatening FSA Employee 

In September 2006, a Rapid City producer pled guilty in 

U.S. District Court, District of South Dakota, to verbally 

threatening an FSA employee and making false statements to 

FSA. In January 2007, the producer was sentenced to serve 

24 months of probation and fined $500. The producer had 

made false statements on applications to obrain loans totaling 

$200,000. When confronted with the false information, the 

producer threatened to assault the FSA loan manager. 

Michigan Farming Operation Found Liable 
Regarding Crop Insurance Fraud 

In November 2006, a Federal judge in the Eastern District 

of Michigan found a Bay City family farming operation 

civilly liable on three counts of filing false multi-peril crop 

insurance claims. The judge ordered the farming operation 

ro repay treble damages, totaling more than $2.1 million, 

for False Claims Act violations. The judge also fined the 

farming operation $15,000. The farming operation had 

concealed production from RMA to increase fraudulent 

crop insurance claims. 

Former RD Employee Sentenced for Assault 
on Former Supervisor 

In November 2006, a former RD employee was sentenced 

in Grand Traverse County, Michigan, Circuit Court to serve 

9 months of probation and 14 days of community service, 

fined $495, and ordered to attend numerous counseling 

programs for drunk and disorderly conduct after assaulting 

a former supervisor. In September 2006, the former RD 

employee assaulted the former supervisor when she attended 

an agency-sponsored conference in Traverse City, Michigan. 

The former employee claimed ro have been too intoxicated 

on the night in quesrion to recall the assault. 
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Improvements Needed in RD's Dedicated 
Loan Origination and Servicing System 
(DLOS) Security and Application Controls 

DLOS is used to originate and service SFH loans totaling 

more than $13 billion. Our audit found that RD had not 

established an effective security program, had not conducted 

a thorough cenification and accreditation (C&A), and 

had not appropriately established interconnection security 

agreements. Funher, RD did not adequately monitor 

contractor compliance with OMB and NIST guidance when 

the conrracrors prepared the documenration supporting the 

certification of the system. As a result, critical loan portfolio 

information was unnecessarily jeopardized. 

We recommended that RD ensure that the D LOS security 

plan accurately reference ITS and National Information 

Technology Center (NITC) documents, and that adequate 

documentation be maintained to verify that all controls 

in the security plan were implemenred; perform a C&A 

that fulfills the requirements .of full system accreditation; 

and ensure that the C&A includes adequate Security 

Testing and Evaluation testing and appropriate supponing 

documentation. We also recommended that RD establish 

agreements with all entities with systems connecting with 

DLOS, NITC, and ITS general support systems that 

include rules of behavior and controls; establish conrrols to 

ensure staff and contractors do not exceed assigned levels 

of authority; ensure all resting of dataset rules is completed 

within the test libraries; and establish controls to ensure 

system software changes are properly authorized, tested, 

and documented before migration to the production 

environment. RD generally agreed, with the exception of 

the recommendation to revise its disaster recovery plan, 

stating that mainframe recovery is more crucial to restoring 

operations and the mainframe component can be used 

in lieu of the Web-based component to collect loan data. 

(Audit Report No. 85501-1-FM, Security and Application 

Controls - RD's DLOS) 
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Office of Procurement and Property 
Management (OPPM) Review of Acquisition 
Planning and Processing 

USDA's Integrated Acquisition System (IAS) is intended 

to provide a single enterprise-wide acquisition system. We 

found that IAS had the potential to aid in meeting control 

objectives; however, it does not provide control over all 

areas and by itself cannot ensure that all control objectives 

of the acquisition process are met. In addition, we found 

that OPPM had not implemented procedures to confirm 

that component agencies comply with requirements not 

controlled by IAS, specifically, issuing solicitations and 

monitoring contractor performance. In addition, the 

Automated Workforce Tracking System (AWTS) did 

not have sufficient srorage capacity to handle records for 

all acquisition workforce personnel. In response to our 

recommendations, OPPM agreed that additional controls 

through process reviews and increased IAS functionality 

would strengthen oversight of component agency activities. 

OPPM plans to issue additional policy to component 

agencies to increase the number of contract review boards 

specifically addressing solicitation review and proposal 

evaluation, strengthen component agency acquisition 

strategy planning, stress the importance of moniroring 

contractor performance, require agencies to periodically 

report to OPPM the results of. their reviews, and expand 

the capabilities of AWTS or a replacement system. (Audit 

Report No. 89017-1-Hy, OPPM Review of Acquisition 

Planning and Processing) 

NRCS Oversight of Contract Administration 
Needs Improvement 

We determined that NRCS' administration of its 

procurement activity was conducted in accordance with 

Federal, Departmental, and agency regulations. However, 

NRCS' system of internal controls over its procurement 

activities needed to be strengthened. Specifically, NRCS 

did not complete a sufficient number of planned oversight 

reviews to ensure that procurement activities totaling 

more than $170 million were consistently performed in 

an appropriate manner, and lacked other compensating 

controls. Firm-fixed-price contracts were increased without 



justification, and sealed bids were opened and reviewed by 

only one individual. NRCS also had not fully implemented 

IAS. We recommended chat NRCS develop and implement 

control techniques co ensure chat a sufficient number of 

procurement oversight reviews are performed co detect 

and resolve identified deficiencies, implement a strategy co 

resolve resource-related impacts on its management controls 

over contracting, and implement policies and procedures 

on how the agency will use and monitor IAS. The agency 

concurred with our recommendations and has begun co 

implement corrective actions. (Audie Report No. 10001-

01-Hy, Review of Contract Administration at NRCS) 

USDA Implementation of the Improper 
Payments Information Act of 2002 (IPIA) 
Needs Improvement 

The Office of che Chief Financial Officer ( OCFO), the lead 

agency for coordinating and reporting the Department's 

efforts to implement !PIA, has designated compliance with 

!PIA as a top priority for FY 2007. In our ongoing effort 

co evaluate USDA's compliance with IPIA requirements, 

OIG audited the PS and RHS processes for determining 

improper payments that were reported in the FY 2006 

Performance and Accountability Report. Our audits found 

chat 1) valid statistical samples had not been performed, 

2) improper payments reported in FY 2005 were not 

properly calculated, 3) RHS oversight of corrective actions 

was not sufficient to ensure they were effective, and 4) FS 

did not have a process in place for recovering improper 

payments and RHS overstated the amount recovered. We 

recommended that the agencies develop and implement 

controls to ensure chat the identifl.carion and reporting 

of improper payments, including statistical sampling 

processes, comply with all OMB and OCFO requirements. 

The agencies concurred with our recommendations and 

are using che results of our work co improve the FY 2007 

process. (Audie Reports Nos. 04601-14-Ch and 08601-

47-SF; respectively, RHS' and PS' Progress To Implement 

!PIA) 

Goal 3 

USDA FY 2006/2005 Consolidated Financial 
Statements - Unqualified Opinion 

The USDA consolidated financial statements for 

FY 2006/2005 received an unqualified audit opinion. In 

our report on internal controls over financial reporting, 

we identifl.ed three reportable conditions, of which two 

rose to the level of material weakness: improvements 

needed in overall financial management across USDA, and 

improvements needed in IT security and controls. The third 

reportable item was related to improvements needed in 

certain financial management practices and processes. We 

also reported three instances of noncompliance relating to the 

Federal Financial Management Improvement Act of 1996 

(FFMIA), !PIA, and managerial cost accounting practices. 

In addition, the Department reported two potential Anti

Deficiency Ace (ADA) violations in its FY 2006 Statement 

of Assurance relating co FS and CCC. The Department is 

working with the agencies and OGC to determine whether 

the potential ADA violations actually occurred. OCFO 

generally agreed with the recommendations and plans to 

develop corrective actions. 

The stand-alone agencies of CCC, FS, RD, FNS, the 

Federal Crop Insurance Corporation (FCIC), and the Rural 

Telephone Bank (RTB) also received unqualifl.ed opinions. 

The audit of CCC identified three material weaknesses 

related to improvements needed in information security 

controls, financial systems functionality and funds control, 

and financial accounting and reporting policies and 

procedures. Two reportable conditions were identified 

related co improvements needed in producer monitoring 

procedures and management's review procedures related to 

the development, implementation, andmaintenanceofcredit 

reform cashflow models. Two instances of noncompliance 

were identified related to the Federal Information Security 

Management Act (FISMA) and FFMIA. 
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The audit ofFS identified two material weaknesses related 

to improvements needed in PS' financial management and 

reporting process and general controls environment. Eleven 

reportable conditions were identified related to various 

financial and management issues, and two instances of 

noncompliance were identified relared to appropriations 

law and FFMIA. 

The audit of RD identified one material weakness related 

to IT; three reportable conditions related to the credit reform 

quality control process, the Rural Telecommunications 

Program unliquidared obligations certification process, 

and RD's liquidating methodology and subsidy allowance 

calculations; and one instance of noncompliance with 

FFMIA. 

The audit of FNS identified the agency was not in 

full compliance with IPIA. The audits of FCIC and RTB 

Goal 3 
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identified no material weaknesses, reportable conditions, or 

noncompliance with laws and regulations. (Audit Reports 

Nos. 50401-59-FM, 06401-21-FM, 27401-31-Hy, 08401-

07-FM, 05401-15-FM, 85401-13-FM, and 15401-07-FM; 

respectively, USDA's, CCC's, FNS', FS', FCIC's, RD's, and 

RTB's Financial Statements for FY 2006/2005) 

USDA Receives Clean Opinion on FY 2006 
Special Purpose Financial Statements 

USDA received an unqualified opinion on its FY 2006 

special purpose financial statements. We found no material 

weaknesses in internal controls over the financial reporting 

process and our tests of compliance with Treasury Financial 

Manual Chapter 4700 requirements disclosed no instances 

of noncompliance char are required to be reported under 

U.S. Government Auditing Standards and OMB Bulletin 

No. 06-03, as amended. (Audit Report No. 50401-61-FM, 

Audit ofUSDA's Closing Package for FY 2006) 



GOVERNMENTWIDE ACTIVITIES - GOAL 3 

Review of Legislation, Regulations, Directives, 
and Memoranda 

• As pare of its continuing efforcs co screngchen conflicc

of-interesc policies and procedures for the approved 

insurance providers (AIP) and their agents and loss 

adjusrors involved in the Federal crop insurance 

program, RMA requested OIG auditors' comments 

and feedback on its drafc policies and procedures. 

These continuing efforts, which began with the 2005 

Standard Reinsurance Agreements with the AIPs, were 

partly prompted by OIG auditors' recommendations 

in previous audit reports. Specifically, RMA had sought 

our comments and feedback on a draft disclosure of 

the conflict-of-interest form co be used by the AIPs 

and their agents and loss adjustors. We commented 

both on the drafc form and the accompanying drafc 

question-and-answer document. 

• OIG commented on the proposed rule to amend 
regulations that govern the selection and functions 

of FSA Seate and county committees, published at 71 

Fed. Reg. 68,755 (Nov. 28, 2006). OIG noted that 

the proposed regulation may not comply with FSA's 

Uniform Guidelines for Conducting FSA County 

Committee Elections (see 70 Fed. Reg. 2837 Qan. 18, 
2005)) in terms of(l) balloting methods and (2) Elling 

election reports. In addition, the proposed regulation 

may not sufficiently clarify the selection and function of 

area committees, as distinct from county committees. 

The proposed regulation also scares chat even if an 

eligible voter has an interest in land located in more 

rhan one local administrative area in a single county, 

the vocer is still entitled co only one vote in one local 

administrative area in the county (see 71 Fed. Reg. 
68,758). However, the regulation is not clear on how 

to determine exactly where the individual is eligible to 

vote. OIG recommended chat the proposed rule clarify 

all che above issues. 

Goal 3 

Participation on Committees, Working Groups, 
and Task Forces 

• In January, the USDA IG was elected to serve as che 
Chair of the PCIE's Legislation Committee. The 

Legislation Commitree ensures char the PCIE is kept 

abreast of matters in the congressional arena of interest 

to the Inspector General community. The committee 

also develops, coordinates, and represents the official 

PCIE positions on legislative issues. Committee 

activiries during this reporting period included 

reviewing pending legislation char would amend the IG 
Ace and preparing comments on Federal Acquisition 

Regulation changes related to OIG horlines. 

• The IG completed her third year as a member of 

the Comptroller General's Advisory Council on 

Government Auditing Standards. Sponsored by che 

Government Accountability Office, the Advisory 

Council offers advice co the Comptroller General of 

the United Stares. The Council updated and issued 

the Government Auditing Standards (Yellow Book) in 

January 2007. 

· • The IG serves on the PCIE Audit Committee, which 

provides leadership and guidance co the Federal audit 
community by sponsoring audits of Governmencwide 

issues and developing and maintaining professional 

standards for OIG audit activities. Committee 

activities during chis period included providing 

oversight for the Inspector General Auditor Training 

Institute, supporting the Government Accountability 

Office in updating che Government Auditing Standards, 

approving the FISMA framework, and leading a review 

on che quality of audits performed under che Single 

Audie Acc. 
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GOVERNMENlWIDE ACTIVITIES - GOAL 3 

• The PCIE IT Round Table established the Digiral 
Forensic Working Group, consisting of 19 PCIE and 

Executive Council on Inregrity and Efficiency (ECIE) 

agencies, including rhe U.S. Deparunent of Justice's 

Computer Crime and Intellectual Property Section. 

In October 2006, the working group was convened 

ro establish Computer Forensic Standards for rhe 

OIG community, similar to the Government Auditing 
Standards and the Investigative Standards for GS-181 ls. 
The group determined char the best way ro establish 

these standards was ro incorporate chem in the Quality 
Assurance Review (QAR) process, and developed 

questions for the QAR consistent with the Quality 

Standards for Investigations (QSI), which are specific 

ro computer forensics. The Director ofOIG's National 

Computer Forensic Division (NCFD) continues to 

participate in the development of que5tions for the 

QAR. NCFD has also provided copies of irs policies 

and procedures ro members of rhe round table as 

examples for OIG forensic units that are developing 

policies and procedures for their labs. 

Testimony Delivered 

• JG Testifies Before the Senate Committee on Energy and 
Natural Resources, Regarding Wild/and Fire Issues. On 

January 30, 2007, rhe IG presented testimony on 

the major findings and recommendations from OIG 
audits regarding FS' Healthy Forests Initiative and 

large-fire suppression coses. The IG testified that FS' 

wildfire suppression coses exceeded $1 billion in 4 of 

the past 7 years, and that the majority of FS' large

fire suppression coses are directly linked ro protecting 
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private property - as opposed to National Forest 
System land - in the wildland urban interface (WUI). 

OIG recommended thar FS managers evaluate their 

agreements with State and local governments to ensure 

that rhe costs of protecting rhe WUI are appropriately 

apportioned, since agency fire-suppression costs 

could be significantly reduced - and firefighter 

safery improved - if the Federal Government could 

proactively work with State and local governments 

regarding prudent "Firewise" zoning and building 

codes. OIG recommended that FS reduce the buildup 

of hazardous fuels, increase the number of qualified 

personnel, and expand Wildland Fire Use to help 

control future fire costs. 

• Phyllis Fong Testifies Before the House Committee on 
Appropriations' Subcommittee on Agriculture, Rural 
Development, and &lated Agencies, Regarding OJG's FY 
2008 Budget &quest. On March l, 2007, the IG and 

OIG senior managers presented testimony in support of 

the President's FY 2008 budget request for OIG. Their 

testimony provided an overview of OIG's significant 

audit and investigative work in the prior 12 months 

and noted imporranr work now underway or planned 

for 2007. The IG's testimony emphasized OIG's 

work involving food safety, the security of USDA's 

IT systems, food stamp and WIC investigations, 

rhe extensive OIG oversight response to Gulf Coast 

hurricanes, and reviews of improper payment issues at 
USDA agencies. The testimony also discussed OIG's 

work assessing the Department's response to avian 

influenza and several audits involving FAS and USDA 

farm programs. 



Goal3 

ONGOING AND PLANNED REVIEWS FOR GOAL 3 

Topics that will be covered in ongoing or planned reviews under Goal 3 include: 

Hurricane Relief Initiatives: 
• Emergency Watershed Protection Program and 

Dead Animal Debris Disposal Project (NRCS), 
• Emergency Conservation Program (FSA), 
• Section 32 disaster programs including the Feed, 

Hurricane (crop), Livestock, and Tree Indemnity 
Programs and aquaculture grants (FSA and CCC), 

• Emergency Forestry Conservation Reserve Program (FSA). 

Other Goal 3 Work: 
• USDA employee civil rights complaints 

(Office of Civil Rights (CR}), 
• controls over producers disqualified 

from farm programs (FSA), 
• financial management controls over 

reinsured companies (RMA), 
• RMA compliance activities, 
• contracting for services under the Agricultural 

Risk Protection Act of 2000 (RMA), 
• RMA's 2005 emergency hurricane relief efforts in Aorida, 
• FS Air Safety Program, 
• FS controls over documenting and reporting 

its hurricane relief expenditures to FEMA, 
• FS Stewardship Contracting Program, 
• FS Invasive Species Program, 
• management of FS Forest Legacy Program, 
• replacement plan for firefighting aerial resources (FS), 
• FS' use of contracted labor, 
• oversight and control of FS activities, 
• effectiveness and enforcement of debarment 

and suspension regulations in USDA, 
• implementation of renewable energy programs in USDA, 
• security and application controls in RD's DLOS (RHS), 
• RBS' Intermediary Relending Program, 
• Business and Industry guaranteed lenders 

with loans in default (RBS), 
• origination practices for the SFH Section 

502 Direct loan Program (RHS), 
• Rural Rental Housing (RRH) construction costs (RHS), 

• guaranteed loan losses (RHS), 
• RHS force-placed hazard insurance, 
• selected Section 538 project (RHS), 
• servicing of lenders' guaranteed loans (RHS}, 
• Oklahoma RRH Management Company (RHS), 

• Rural Utilities Service (RUS) controls over Water 
and Waste Disposal loan and Grant Program, 

• the Department and stand-alone agencies' financial 
statements for FYs 2006 and 2007 (OCFO), 

• agreed-upon procedures: retirement, health, and life 
insurance withholdings/ contribution and supplemental 
headcount report submitted to Office of Personnel 
Management (OPM) for FYs 2006 and 2007 (OCFO), 

• continuing reviews of improper payments including 
the risk assessment process and monitoring the 
progress of corrective actions (FSA and RHS), 

• application control review of the Store Tracking 
and Redemption Subsystem II (FNS), 

• management and security over USDA 
wireless connections (OCIO), 

• FY 2007 National Finance Center (NFC) general controls, 

• FISMA - FY 2007 (OCIO), 
• e-Gov security (OCIO), 
• contract administration at NRCS, 
• monitoring of USDA implementation of 

Cost Accounting System (OCFO), 
• ITS general controls - FY 2007 (OCIO), 
• minimum security requirements in USDA 

information systems (OCIO), 
• NITC FY 2007 general controls (OCIO), 
• management over Time & Attendance data 

processing by TIME at NFC (OCFO), 
• controls over e-payments at OCFO/NFC, 
• IT - stolen computer equipment containing 

sensitive information (OCIO), 

• followup on the Packers and 
Stockyards Programs (GIPSA), 

• effective use of satellite imagery by 
USDA agencies (FSA and NRCS), 

• Wetlands Reserve Program restoration 
compliance (NRCS), 

• contract administration at NRCS, 
• grants to Tribal Land Grant Institutions (CSREES), 
• National Research Initiative 

Competitive Grants (CSREES), 
• international trade policy and procedures (FAS), 
• Trade Adjustment Assistance for Farmers (FAS), and 
• ARS research agreement monitoring. 

The findings and recommendations from these efforts will be covered in future semiannual reports as the relevant audits and 

investigations are completed. 
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Gauging the Impact of the OIG 

PROGRESS AGAINST THE OIG STRATEGIC PLAN 

The first way we gauged our impact was by measuring the 

extent to which our work focused on the key issues under 

our three strategic goals: 

• 

• 
• 

Support USDA in the enhancement of safety and 
security measures to protect USDA and agricultural 
resources and in related public health concerns. 

Reduce program vulnerabilities and enhance 
integrity in the delivery of benefits to individuals 

Increase the efficiency and effectiveness with which 
USDA manages and employs public assets and resources, 
including physical and information resources. 

IMPACT OF OIG AUDIT AND INVESTIGATIVE WORK 
ON DEPARTMENT PROGRAMS 

A second way we gauge our impact is by tracking the 

outcomes of our audits and investigations. Many of these 

measures are codified in the Inspector General Act of 

Audit/Investigative resources dedicated to critical/high-impact work 

1978, as amended. The following pages present a statistical 

overview of the OIG's accomplishments this period. 

Foa AUDITS WE SHOW 

• reports issued 

• management decisions made (number 
of reports and recommendations) 

• total dollar impact of management-decided reports 
(questioned costs and funds to be put to better use) 

• 
• 

program improvement recommendations 

audits without management decision 

foR INVESTIGATIONS WE SHOW 

• indictments 

• convictions 

arrests • 
• 
• 
• 

total dollar impact (recoveries, restitutions, fines) 

administrative sanctions 

OIG Hotline complaints 

91.8% 90% 92.0% 

Audit recommendations resulting in management decision within 1 year 89.5% 85% 87.6% 

Investigative cases where criminal, civil, or administrative action is taken in 
response to OIG reports 
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77.4% 65% 74.7% 



AUDITS PERFORMED BY OIG 
EVALUATIONS PERFORMED BY OIG 
AUDITS PERFORMED UNDER lHE SINGLE AUDIT ACT 
AUDITS PERFORMED BY OlHERS 

~tr~~~~~~~ 
~,;i;JJ,.{.,~~fru~i.L:i' 

NUMBER OF REPORTS 
NUMBER OF RECOMMENDATIONS 

QUESTIONED/UNSUPPORTED COSTS 
RECOMMENDED FOR RECOVERY 
NOT RECOMMENDED FOR RECOVERY 
FUNDS TO BE PUTTO BETTER USE 

• These were the amounts the auditees afleed to at the time of management decision. 

Impact of the DIG 

$0.9 
$10.3 

$11.3'' 

$0.1 

• The recoveries realized could change as the auditees implement the agreed upon corrective action plan and seek recovery of amounts recorded as debts due the Department 

Reports Issued 

Cases Opened 

Cases Closed 

Cases Referred for Prosecution 

Indictments 

Convictions 

Searches 

Arrests 

Recoveries/Collections 

Restitutions 

Fines 

.Claims Established 

Cost Avoidance 

Administrative Penalties 

SUMMARY OF INVESTIGATIVE ACTIVITIES 
OCTOBER 2006 - MARCH 2007 

$7.9' 

$23.4' 

$2.4' 

$8.8' 

$0.5' 

$0.5' 

29 
0 
0 
9 

\~~~~~~ 
25 

233 

155 

209 

167 

107 

171 

101' 

69 

453 

17 
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A. 

B. 

c. 

D. 

Impact of the 0 IG 

FOR WHICH NO MANAGEMENT DECISION HAD BEEN MADE BY 
OCTOBER 1, 2006 

WHICH WERE ISSUED DURING THE REPORTING PERIOD 

FOR WHICH A MANAGEMENT DECISION WAS MADE DURING THE 
REPORTING PERIOD 

(1) DOLLAR VALUE OF DISALLOWED COSTS 

(2) DOLLAR VALUE OF COSTS NOT DISALLOWED 

FOR WHICH NO MANAGEMENT DECISION HAS BEEN MADE BY THE END 
OFTHE REPORTING PERIOD 

REPORTS FOR WHICH NO MANAGEMENT DECISION WAS MADE WITHIN 
6 MONTHS OF ISSUANCE 
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9 $323,696,063 

3 $5,988,842 

1 

$115,878 

$0 

11 $329,569,027 

7 $323,455,788 

---- . --------·--- --·--·-------



A. 

B. 

c. 

D. 

Impact of the OIG 

FOR WHICH NO MANAGEMENT DECISION HAD BEEN MADE BY 
OCTOBER 1, 2006 

WHICH WERE ISSUED DURING THIS REPORTING PERIOD 

FOR WHICH A MANAGEMENT DECISION WAS MADE DURING 
THIS REPORTING PERIOD 

(1) DOLLAR VALUE OF DISALLOWED COSTS 

RECOMMENDED FOR RECOVERY 

NOT RECOMMENDED FOR RECOVERY 

(2) DOLLAR VALUE OF COSTS NOT DISALLOWED 

FOR WHICH NO MANAGEMENT DECISION HAS BEEN MADE 
BYTHE END OFTHIS REPORTING PERIOD 

REPORTS FOR WHICH NO MANAGEMENT DECISION WAS 
MADE WITHIN 6 MONTHS OF ISSUANCE 

21 

5 

8 

18 

14 

$109,749,010 $49,055,663 

$6,505,601 $2,370,789 

$935,459 $285,211 

$10,328,657 $87,592 

$1,475,768 

$103,750,430 $50,357,412 

$97,337,682 $48,074,215 
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Impact of the OIG 

PROGRAM IMPROVEMENT RECOMMENDATIONS 

A signiflcanr number ofour audit recommendations carry no 

monetary value per se, but their impact can be immeasurable 

in terms of safety, security, and public health. They can also 

contribute considerably toward economy, efficiency, and 

effectiveness in USDA's programs and operations. During 

this reporting period, we issued 144 program improvement 

recommendations, and management agreed to implement a 

total of 142 program improvement recommendations that 

were issued this period or earlier. Examples of the program 

improvemenr recommendations issued this period (see the 

main text of this report for a summary of the audits that 

prompted these program improvement recommendations) 

include the following: 

• 

• 

APHIS agreed to issue policy to clarify CBP's responsibilities 
for Transportation and Exportation pennits that allow 
prohibited and restricted agricultural commodities to be 
trans-shipped across the country to foreign destinations, 
and for the handling of seized agricultural products at 
ports of entry. APHIS also agreed to develop a process 
to allow both agencies to assess the risk of agricultural 
products entering the country by rail. 

RMA agreed to issue a notice to advise insurance providers 
of the unacceptable documents that have been used and to 
clarify what documents are acceptable for substantiating 
AGR policies and claims. 
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• 

• 

• 

• 

• 

• 

USDA agreed to assign a senior-level official to coordinate 
with EPA's Chesapeake Bay Program, and to direct agencies 
to expedite the development and implementation of 
outcome-based performance measurements to evaluate 
the effectiveness of their conservation efforts and 
programs. 

FS agreed to modify its policies that unduly restrict the 
use of fire to reduce hazardous fuels (brush, dead trees) 
on FS land. 

FS agreed to detennine the most cost-effective marketing 
methods for surplus properties that are best suited for the 
agency and will obtain the best prices for the property. 

FS agreed to (1) conduct management reviews of the 
fleet credit card operations and (2) strengthen controls 
over fleet credit cards and how PCMS is used to monitor 
those cards . 

RD agreed to ensure that adequate documentation is 
maintained to verify that all controls in the DLOS security 
plan were implemented; perform a C&A that fulfills the 
requirements of full system accreditation; and ensure that 
the C&A includes adequate Security Testing and Evaluation 
testing and appropriate supporting documentation. 

FS and RHS agreed to develop and implement controls to 
ensure that the identification and reporting of improper 
payments, including statistical sampling processes, 
comply with all OMB and OCFO requirements. 



.. :~ -~ 'c. ~ ... , .... 

AGRICULTURAL RESEARCH SERVICE 

ANIMAL AND PLANT HEALTH INSPECTION SERVICE 

OFFICE OFTHE CHIEF INFORMATION OFFICER 

COMMODllY CREDIT CORPORATION 

FARM SERVICE AGENCY 

FOOD AND NUTRITION SERVICE 

FOREIGN AGRICULTURAL SERVICE 

FOREST SERVICE 

MULTIAGENCY 

NATURAL RESOURCES CONSERVATION SERVICE 

OFFICE OF PROCUREMENT AND PROPERlY MANAGEMENT 

RISK MANAGEMENT AGENCY 

RURAL BUSINESS-COOPERATIVE SERVICE (RBS) 

RURAL DEVELOPMENT 

RURAL HOUSING SERVICE 

RURAL TELEPHONE BANK 

TOTAL COMPLETED: 

SINGLE AGENCY AUDIT 

MULTIAGENCY AUDIT 

SINGLE AGENCY EVALUATION 

MULTIAGENCY EVALUATION 

TOTAL RELEASED NATIONWIDE 

TOTAL COMPLETED UNDER CONTRACT" 

TOTAL SINGLE AUDIT ISSUED< 

• Unsupported values are included in questioned values 

' Indicates audits perfonned by others 

' Indicates audits completed as Single Audit 

Impact of the OIG 

3 

10 

8 

3 

2 

2 

30 

8 

0 

0 

38 

9 

0 

$5,600,000 

$3,783,205 $87,592 

$2,722,396 $2,283,197 

$388,842 
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Impact of the OIG 

020170006HQ 2006/10/30 

Total: Agricultural Research Service 

336010007CH 2007/02/21 

DCAAAudit ofinternational 
Science and Technology 
Center's and Science and 
Technology Center in 
Ukraine's Internal Controls 
Funded by ARS 

Review of Customs and Border 
Protection's Agricultural 
Inspection Activities 

Total: Animal and Plant Health Inspection Service 

885010007FM 2007/03/16 
Information Technology 
Service's General Controls 
- Fiscal Year 2006 

Tora!: Office of the Chief Information Officer 

Financial Statements 

Total: Commodity Credit Corporation 

030080001AT 2006/12/12 

0360I0021KC 2007/03/20 

036010022KC 2007/03/20 

Total: Farm Service Agency 

FSNs Efforts to Identify and 
Recover Overpayments in the 
Counter-Cyclical Program 

Hurricane Relief Initiatives: 
Barge Movement and 
Transportation Differential 
Agreements 

Hurricane Relief Initiatives: 
Emergency and Alternative 
Grain Storage 
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3 

$3,400,000 

$2,200,000 

$5,600,000 



Impact of the OIG 

Tora!: Food and Nutrition Service 

OSOOJOOOlAT 2006/11/03 Capital Improvement Program 

DCAA Audit of Reserve 
080170008HQ 2006/10/26 America Terminarion for 

Convenience 

DCAA Audit of Minden Air 
080170009HQ 2007/01/19 Corporation's Termination 

Proposal Funded by FS 

DCAA Audit of Warden 
080170010HQ 2007/02/21 Associates, Inc. Cost $19,422 

Verification 

DCAA Audit of National 

080170011HQ 2007/02/26 
Fire Protection Association's 
December 31, 2005, Indirect 
Rates 

084010007FM 2006/11113 
Audit of FY 2006 Forest 
Service Financial Statements 

Controls Over Forest Service 
0860!0003TE 2007/03/30 Vehicle Fuel and Maintenance $3,670,930 

Costs 

086010044SF 2006/11120 
FS Large Fire Suppression 
Costs 

086010046SF 2006/11/07 FS Hurricane Relief Efforrs 

Improper Payments 

086010047SF 2007/02101 
- Monitoring rhe Progress of $92,853 $87,592 
Corrective Actions for High 
Risk Programs in FS 

Tora!: Foresr Service 10 $3,783,205 $87,592 
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500990051KC 2007/03/28 

504010059FM 2006111114 

504010061FM 2006/11117 

505010008FM 2007/02127 

506010010HQ 2006111/20 

506010012AT 2007/03/28 

5060100 l STE 2007103/12 

507010002KC 2007103/12 

Tora!: Multi-Agency 

10001000 !HY 2007/03/20 

Zero Acreage Reporting Abuse 

Fiscal Year 2006 USDA 
Financial Sraremems 

Fiscal Year 2006 Audit of 
USDA's Closing Package 

Information Technology - Lost 
or Stolen !rems Conraining 
Sensitive Infurmation 

Chesapeake Bay Program 
- Joint Review 

Implemenration ofTrade 
Title of 2002 Farm Bill and 
President's Management 
Agenda 

Review of FY 2005 
Congressional Earmarks 

USDA Homeland Securiry 
Initiatives 

Review of Contract 
Administration at the Natural 
Resources Conservation Service 

Tora!: Natural Resources Conservation Service 

050990027AT 2007103/28 

054010015FM 2006/11/08 

056010004SF 2007/01/23 

Tora!: Risk Management Agency 

Evaluarion ofRMA lndemniry 
Payments for 2004 Florida 
Hurricanes 

Audit of Fiscal Year 2006 
FCIC Financial Statements 

Adjusted Gross Revenue 
Program 

Impact of the OIG 

8 

3 
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$415,710 

$2,306,686 $2,283,197 

$2,722,396 $2,283,197 



340040008HY 2007/01/31 

Impact of the OIG 

Business and Industry Loan for 
Lehigh Coal and Navigation 
Company 

Total: Rural Business-Cooperative Service 

B54010013FM 2006/11/09 

855010001FM 2007/02/12 

Total: Rural Development 

0460 I 00 I 4CH 2007/03/20 

0460I0015CH 2007/03/30 

Total: Rural Development 

Total: Rural Telephone Bank 

Rural Development FY 2006 
Financial Statements 

Rural Development's 
Dedicated Loan 
Origination and Servicing 
System 

Improper Payments 
- Monitoring the Progress 
of Corrective Action for 
High Risk Programs in Rural 
Housing Service 

Controls Over Single Family 
Housing Provided for 
Hurricane Relief Efforts 

1 

$388,842 

2 $388,842 

Gi-and Total: 38 $6,505,601 $2,370,789 $5,988,842 
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OCIO 08/07/06 
I. Management and Security Over the Universal 

Telecommunications Network (88501-6-FM) 

FSIS 09/19/06 2. FSIS Stare-Operated Inspection Programs (24005-1-At) 1,598,783 

RHS 08/14/06 
3. Single-Family Housing, Borrower Income Verification 

Procedures (04099-341-At) 

09/28/06 
4. Controls Over Multi-Family Housing Funds Provided 

160,557 
for Hurricane ReliefEffom ( 04601-13-Ch) 

APHIS 02/20/03 
5. Safeguards To Prevent Entry of Prohibited Pests and 

Diseases Into the United States (33601-3-Ch) 

09/30/04 
6. Wildlife Services -Aerial Acquisition Procedures 

25,208 25,208 
(33099-1-KC) 

09/30/05 
7. APHIS Animal Care Program Inspection and 

689,354 291,000 
Enforcement Activities {33002-3-SF) 

CCC 11/09/05 
8. Monitoring the Aud.it of CCC's FY 2005 Financial 

Statements {06401-20-FM) 

FAS 03115/06 
9. Private Voluntary Organization (PYO) Grant Fund 

2,175,876 
Accountability (07016-1-At) 

FNS 09/06/01 
10. NSLP - Food Service Management Companies 

3,537,912 236,749 
(FSMC) Midwest Region {27601-24-Ch) 

11/21101 1 I. CACFP - Wildwood, Inc. Phase II (27010-6-KC) 36,895,611 36,895,611 

12/09/05 
12. NSLP Cost-Reimbursable Company (27601-13-KC) 

6,126,830 6,126,830 
Contracts With FSMCs (27601-15-KC) 

FSA 09130105 13. FSA Compliance Activities (03601-12-Ch) 3,741,157 3, 741,157 

FSIS 06/21/00 
14. Implementation of the Hazard Analysis and Critical 

Control Point (HACCP) System (24001-3-At) 

09/30/03 
15. Oversight of Production Process and Recall at ConAgra 

Plant {Establishment 969) {24601-2-KC) 

06/24/05 
16. HACCP - Compliance by Very Small Plants 

(24601-5-At) 

Multiagency 09/30/03 
17. Implemenration of Agricultural Risk Protection Act 

(50099-12-KC) 

02/23/04 
18. Homeland Security Issues for USDA Grain and 

Commodities Inventory (50099-13-KC) 

12/08/05 
19. Controls Over APHIS Issuance of Genetically 

Engineered Organisms Release Permits (50601-8-Te) 
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RBS 01/28/02 

01/10/03 

08/27/03 

09129105 

RHS 09/28/01 

06/26/03 

09/30/04 

03/23/05 

RMA 03/15/02 

11109/05 

RUS 09/30/05 

Impact of the OIG 

20. Lender Servicing of B&I Guaranteed Loans, Florida 
(34601-3-At) 

21. Lender Servicing of B&I Guaranteed Loans in Georgia 
(3460 J-4-At) 

22. RD - Lender Servicing of B&I Guaranteed Loans in 
Georgia (34601~5-At) 

23. Request Audit ofB&I Guaranteed Loan in Arkansas 
(34099-7-Te) 

24. RRH Program Insurance Expenses, Phase II 
(04601-4-KC) 

25. RD, RRH Program, Tenant Income Verification 
- Gainesville, FL (04004-3-At) 

26. RRH Project Costs, Cairo, IL (04099-143-Ch)* 

27. Subsidy Payment Accuracy In Multi-Family Housing 
Programs (04099-339-At) 

28. Monitoring ofRMA's Implementation of Manual 14 
Reviews/Quality Conuol Review System 
(05099-14-KC) 

29. RMA Prevented Planting Claims (05099-11-SF) 

30. Broadband Grant and Loan Programs (09601-4-Te) 

1,536,060 1,536,060 

3,766,908 3,706,908 

9,145,549 224,951 

2,502,954 

596,665 79,442 

7,781,635 3,183,305 

164,000 164,000 

96,489 96,489 

340,376,319 30,377,o69 
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AUDITS WITHOUT MANAGEMENT DECISION -
NARRATIVE FOR NEW ENTRIES 

1. Management and Security Over the 
Universal Telecommunications Network 
(88501-6-FM), Issued August 7, 2006 

We found that OCIO had not conducted required failover 

resting, security control testing, and certification and 

accreditation of the Universal Telecommunications Network 

(UTN) before implementation. OCIO agreed with all 
five recommendations, and we have reached management 

decision on two of chem. For the remaining three, OCIO 

needs to ensure that controls are in place to capture coral 

coses of a system, conduce a full and comprehensive failover 

test, and have an independent third-party review of security 

controls over UTN, according co detailed, time-phased 

plans with completion daces. 

2. FSIS State-Operated Inspection Programs, 
(24005-1-At), Issued September 19, 2006 

PSIS was not providing timely oversight of State Meat and 

Poultry Inspection (MPI) programs. From October 2003 

through June 2005, FSIS had conducted only 8 initial 

onsice reviews of che 28 Stace MPI programs. PSIS had not 

performed timely onsice fiscal reviews and reviews of new 

programs, and did not timely implement its yearend grant 

closeout procedures to ensure that Stace MPI programs 

promptly returned any excess Federal funds. Of the 

12 recommendations, management decision has been 

reached on 10, and we are awaiting a response from PSIS to 

address the remaining 2. The funds noted in the total value 

at issuance were related to the Texas MPI program, which is 

current as of FY 2005 as co monies owed to PSIS. 

3. Single-Family Housing, Borrower Income 
Verification Procedures (04099-341-At), 
Issued August 14, 2006 

Alrhough RHS' Centralized Servicing Center (CSC) regularly 

conducts quality control (QC) reviews co ascertain rhe 

accuracy of single-family housing (SFH) loan payments 

subsidies, we found two procedural errors compromising rheir 

validity. First, CSC's QC review was not properly designed co 

produce scatiscicallyvalid conclusions for the entire universe of 

Impact of the OIG 

borrower renewals. CSC incorrectly limited the QC universe 

co only renewals that had previously received a supervisory 

review. The overall payment subsidy error rare calculated 

from chis limited sample may not necessarily correspond co 

the true rare of error for the enrire SFH loan subsidy program. 

Second, CSC does nor obtain documents co independently 

verify Federal income tax information borrowers submit as 

part of their subsidy renewals. Thus, CSC's QC reviews do 

not provide management with a reliable means of estimating 

payment subsidy errors and overall program effectiveness. We 

have agreed to assist CSC officials by providing them with an 

example of a valid sampling plan for them co use as guidance 

in developing their own sampling plan. CSC has also agreed 

co obtain and use the Federal income tax information when 

performing their QC review. Of seven recommendations, six 

remain without management decision. 

4. Controls Over Multi-Family Housing Funds 
Provided for Hurricane Relief Efforts (04601-
13-Ch), Issued September 28, 2006 

RHS' quick response in placing victims into RRH units won 

praise in the Administration's report, The Federal Respome to 
Hurricane Katrina: Lessom Learned. However, in focusing 

on quickly placing victims into RRH units, agency officials 

overlooked some basic management controls needed ro 

ensure that the appropriate amount of housing assistance 

was provided to victims, and that only victims received 

assisrance. We concluded that much of che $2.6 million 

in emergency rental assistance (as of March 31, 2006) char 

RHS provided to disaster victims was unnecessary. (This 

amount may actually be higher because RHS' data system 

did not include all hurricane relief information.) 

In the absence of any formal written emergency 

procedures co address a disaster of this magnitude, RHS 

officials provided guidance following the hurricanes in the 

form of five unnumbered leccers, four of which were issued 

in September 2005. While chis guidance generally answered 

immediately pressing questions for field staff, it did not 

address some major control issues. Thus, in light of che 

problems that occurred after the Gulf Coast disaster, and 

the likelihood that other disasters will occur in che future, 

agency officials should develop and implement controls 

before the next disaster to ensure chat rental assistance is 

properly spent. We are awaiting a response from the agency 

to address our recommendations. 
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Impact of the DIG 

INDICTMENTS AND CONVICTIONS 

From October 1, 2006, through March 31, 2007, OIG 

completed 155 investigations. We referred 107 cases to 

Federal, State, and local prosecutors for their decision. 

During the reporting period, our investigations led to 

171 indictments and 101 convictions. The period of time 

to obtain court action on an indictment varies widely; 

AP HIS 

ARS 

FAS 

FNS 

FS 

FSA 
FSIS 

NRCS 

OCFO 

OIG** 

RBS 

RHS 

RMA 

RUS 

SEC 

therefore, the 101 convictions do not necessarily relate to the 

171 indictments. Fines, recoveries/collections, restitutions, 

claims established, cost avoidance, and administrative 

penalties resulting from our investigations totaled about 

$43.S million. 

The following is a breakdown, by agency, of indictments 

and convictions for the reporting period. 

7 8 

1 0 

0 1 

123 56 

2 1 

14 21 

4 4 

0 1 

1 0 

1 1 

1 1 

6 4 

7 0 

3 2 

1 
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OFFICE OF INSPECTOR GENERAL HOTLINE 

The OIG Hotline serves as a national receiving point for 

reports from both employees and the general public of 

suspected incidents of fraud, waste, mismanagement, and 

abuse in USDA programs and operations. During this 

reporting period, the OIG Hotline received 684 complaints, 

which included allegations of participant fraud, employee 

misconduct, and mismanagement, as well as opinions 

about USDA programs. Figure 1 displays the volume and 

type of the complaints we received, and figure 2 displays the 

disposition of those complaints. 

Figure 1. Volume and Type of Complaints Received 

Reprisal (1) 

Waste/Mismanagement (83) 

Employee Misconduct (117)---

Opinion/Information (97)-----

Health/Safety (9) 

Figure 2. Disposition of Complaints Received 

Referred to USDA or Other Agencies for 
Information - No Response Needed (102) 

Referred to DIG Audit or Investigations 
for Review (32) 

Filed Without Referral - · 
Insufficient Information (53) 

Referred to State Agency (4) 
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Bribery (1) 

Partici ant Fraud 376) 

Referred to FNS for Tracking (227) 

Referred to USDA Agencies 
for Response (266) 
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Number of FOIA/PA Requests Received 

Number of FOIA/PA Requests Processed 

Number Granted 

Number Partially Granted 

Number Not Granted 

Reasons for Denial 
No Records Available 

Referred to Other Agencies 

Requests Denied in Full (Exemption 5) 

Requests Denied in Full (Exemption 7 A) 

Requests Denied in Full (Exemption 7C) 

Request Withdrawn 

Fee-Related 

Not a Proper FOIA Request 

Not an Agency Record 

Duplicate Request 

Other 

Requests for OIG Reports From Congress and Other Government Agencies 

Received 

Processed 

Appeals Received 

Appeals Processed 
Appeals Completely Upheld 

Appeals Partially Reversed 

Appeals Completely Reversed 

Appeals Requests Withdrawn 

Other 

Number of OIG Reports/Documents Released in Response to Requests 

NOTE l: A request may involve more than one report. 
NOTE 2: During this 6-month period, 31 audit reports were posted to the Internet at the OIG Web site: 

http://www.usda.gov/oig 

69 

73 

17 

32 

25 

6 

1 

1 

6 

2 

2 

0 

3 

1 

2 

1 

15 

15 

5 

7 

4 

3 

0 

0 

1 
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Abbreviations 

Abbreviations of Organizations 

AMS Agricultural Marketing Service 

APHIS Animal and Plant Health Inspection Service 

ARS Agricultural Research Service 

CBP U.S. Customs and Border Protection 

CCC Commodity Credit Corporation 

Cl Criminal Investigation 

CR Office of Civil Rights 

csc Centralized Service Center 

CSREES Cooperative State Research, Education, and Extension Service 

OHS U.S. Department of Homeland Security 

ECIE Executive Council on Integrity and Efficiency 

EPA U.S. Environmental Protection Agency 

ERT Emergency Response Team 

FAS Foreign Agricultural Service 

FBI Federal Bureau oflnvestigation 

FCIC Federal Crop Insurance Corporation 

FDA Food and Drug Administration 

FEMA Federal Emergency Management Agency 

FNS Food and Nutrition Service 

FS Forest Service 

FSA Farm Service Agency 

FSIS Food Safety and Inspection Service 

GIPSA Grain Inspection, Packers and Stockyards Administration 

HUD U.S. Department of Housing and Urban Development 

IRS Internal Revenue Service 

ITS Information Technology Services 

NJTTF National Joint Terrorism Task Force 

NFC National Finance Center 

NIST National Institute of Standards and Technology 

NITC National Information Technology Center· 
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Abbreviations 

Abbreviations of Organizations 

NRCS Natural Resources Conservation Service 

OOCIC Ohio Organized Crime Investigations Commission 

OCFO Office of the Chief Financial Officer 

OCIO Office of the Chief Information Officer 

OGC Office of the General Counsel 

OIG Office of Inspector General 

OMB Office of Management and Budget 

OPM Office of Personnel Management 

OPPM Office of Procurement and Property Management 

PCIE President's Council on Integrity and Efficiency 

RBS Rural Business-Cooperative Service 

RD Rural Development 

RHS Rural Housing Service 

RMA Risk Management Agency 

RUS Rural Utilities Service 

SEC Office of the Secretary 

USDA U.S. Department of Agriculture 

usss U.S. Secret Service 

WFIT Wildland Fire Investigations Team 
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EXAMPLES OF PROGRAM IMPROVEMENT RECOMMENDATIONS MANAGEMENT AGREED TO DURING THIS 
REPORTING PERIOD (142 TOTAL) 

• APHIS agreed to issue policy to clarify CBP's 
responsibilities for Transportation and Exportation 
permits that allow prohibited and restricted agricultural 
commodities to be trans-shipped across the country 
to foreign destinations, and for the handling of seized 
agricultural products at ports of entry. APHIS also agreed 
to develop a process to allow both agencies to assess the 
risk of agricultural products entering the country by rail. 

• RMA agreed to issue a notice to advise insurance 
providers of the unacceptable documents that have 

• 

• 

been used and to clarify what documents are acceptable 
for substantiating AGR policies and claims. 

USDA agreed to assign a senior-level official to 
coordinate with EPA's Chesapeake Bay Program, 
and to direct agencies to expedite the development 
and implementation of outcome-based performance 
measurements to evaluate the effectiveness of 
their conservation efforts and programs. 

FS agreed to modify its policies that unduly 
restrict the use of fire to reduce hazardous 
fuels (brush, dead trees) on FS land. 

MISSION OF OIG 

• FS agreed to determine the most cost-effective 
marketing methods for surplus properties 
that are best suited for the agency and will 
obtain the best prices for the property. 

• FS agreed to (1) conduct management reviews 
of the fleet credit card operations and 
(2) strengthen controls over fleet credit cards and 
how PCMS is used to monitor those cards. 

• RD agreed to ensure that adequate documentation 
is maintained to verify that all controls in the 

• 

DLOS security plan were implemented; perform a 
C&A that fulfills the requirements of full system 
accreditation; and ensure that the C&A includes 
adequate Security Testing and Evaluation testing 
and appropriate supporting documentation. 

FS and RHS agreed to develop and implement controls to 
ensure that the identification and reporting of improper 
payments, including statistical sampling processes, 
comply with all OMB and OCFO requirements. 

OIG assists USDA by promoting effectiveness and integrity in the hundreds of programs of the Department. 
These programs encompass a broad spectrum, involving such areas as consumer protection, nutrition, animal 
and plant health, agricultural production, agricultural product inspection and marketing, rural development, 
research, conservation, and forestry. They affect our citizens, our communities, and our economy. 

OIG STRATEGIC GOALS 

We have focused nearly all of our audit and investigative direct resources on our three strategic goals: 

Support USDA in the enhancement of safety and security measures to protect 
USDA and agricultural resources and in related public health concerns. 

Reduce program vulnerabilities and enhance integrity in the delivery of benefits to individuals. 

Increase the efficiency and effectiveness with which USDA manages and employs 
public assets and resources, including physical and information resources. 



To learn more about OJG, visit our web site at WWW. usda.govloiglhome.htm 

How To Report Suspected Wrongdoing in USDA Programs 

Fraud, Waste, and Abuse 

In Washington, DC: 202.690.1622 

Outside DC: 800.424.9121 

TDD (Call Collect): 202.690.1202 

Bribes or Gratuities 

202.720.7257 (24 hours) 

888-620-4185 (24 hours) 

OIG Hotline Through the Web 

www.usda.gov/ oig/horline.hrm 
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INFORMATIONAL MEMORANDUM TO THE SECRETARY 

FROM: Nancy tv1ontancz Johner I(. 
Under Secretary 
Food, Nutrition, and Consumer Services 

JUL 6 

SUBJECT: Special Supplemental Nutrition Program for Women, Infants and Children 
(WIC) -- Report to Congress Regarding the WJC Food Packages 

ISSUE: 

House Report 107-623 and Senate Report 107-223 accompanying the Consolidated 
Appropriations Resolution. 2003. P. L. 108-7. and more recently House Report 109-463, directed 
the Secretary of Agriculture to report qu:11tcrly to the Committee regarding the status of the 
proposed mle to amend the food packages provided by the Special Supplemental Nutrition 
Program for Women, Infants and Children (\VIC), until a final ruk is published. 

DISCUSSION: 

House Rep011 107-623 and Senate Report 107-223 accompanying the Consolidated 
Appropriations Resolution, 2003. P. L. I 08-7. and more recently House Report 109-463. directed 
the Secretary of Agriculture to report quarter I y to the Committee regarding the stah1s 
of the proposed rule to amend the food packages provided by the Special Supplemental Nutrition 
Program for Women. Infants and Children (WlC), until a final rule is published. The Food and 
Nutrition Service has completed the comment analysis process and the interim final rule is now 
in Departmental clearance. The rule is expected to be published by the fall of2007. 

SUMMARY: 

As directed by !louse Report 107-623 and Senate Report 107-223 accompanying the 
Consolidated Appropriations Resolution, 2003, P.L. 108-7, and more recently House Report 109-
463. the attached letter provides an update on the status of proposed regulatory revisions to the 
WJC food packages. 

Attachment 

An Equal Opponunrty :::mploy.,;r 



Control Number: 5163289

USDA -
United States Department of Agriculture 

JUL 2 5 2007 

The Honorable Robert Bennett 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Bennett: 

House Report l 07-623 and Senate Report l 07-223 accompanying the Consolidated 
Appropriations Resolution, 2003, P.L. l 08-7, and more recently House Report l 09-463, directed 
the Secretary of Agriculture to report quarterly to the Committee regarding the status of the 
proposed rule to amend the food packages provided by the Special Supplemental Nutrition 
Program for Women, Infants and Children, until a final rule is published. 

The Food and Nutrition Service has completed the comment analysis process and the interim 
final rule is now in clearance. The rule is expected to be published by the fall of 2007. A similar 
letter is being sent to Congresswoman Rosa DeLauro, Congressman Jack Kingston, and Senator 
Herbert Kohl. 

Sincerely, 

;J/(2L_ /,(-: Jl ~ -------- . 
Mike Johanns 
Secretary 

An Equal Opportunity Employer 



USDA 
iiiiii 

United States Department of Agriculture 

JUL 2 5 2007 

The Honorable Herbert Kohl 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

House Rep011 107-623 and Senate Report I 07-223 accompanying the Consolidated 
Appropriations Resolution, 2003, P.L. 108-7, and more recently House Report 109-463, directed 
the Secretary of Agriculture to report quarterly to the Committee regarding the status of the 
proposed rule to amend the food packages provided by the Special Supplemental Nutrition 
Program for Women, Infants and Children, until a final rule is published. 

The Food and Nutrition Service has completed the comment analysis process and the interim 
final rule is now in clearance. The rule is expected to be published by the fall of 2007. A similar 
letter is being sent to Congresswoman Rosa DeLauro, Congressman Jack Kingston, and Senator 
Robert Bennett. 

Sincerely, 

/f[--:((/2L~-··-· 
/ 

' 
Mike Johanns 
Secretary 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

JUL 2 5 2007 

The Honorable Jack Kingston 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. I louse of Representatives 
1016 Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Congressman Kingston: 

House Report I 07-623 and Senate Report I 07-223 accompanying the Consolidated 
Appropriations Resolution, 2003, P.L. 108-7, and more recently House Report 109-463, directed 
the Secretary of Agriculture to report quarterly to the Committee regarding the status of the 
proposed rule to amend the food packages provided by the Special Supplemental Nutrition 
Program for Women, Infants and Children, until a final rule is published. 

The Food and Nutrition Service has completed the comment analysis process and the interim 
final rule is now in clearance. The rule is expected to be published by the fall of 2007. A similar 
letter is being sent to Congresswoman Rosa DeLauro and Senators Herbert Kohl and Robert 
Bennett. 

Sincerely, 

4~ .. ~:t~~-,/;: ;(,,.,_._.~·-·~ ~ /""T \.. ~rr---... 
I 

Mike .Johanns 
Secretary 

An Equal Opponurnty Employer 



USDA -
United States Department of Agriculture 

JUL 2 5 2007 

The Honorable Rosa Delaura 
Chairwoman 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

House Report I 07-623 and Senate Report I 07-223 accompanying the Consolidated 
Appropriations Resolution, 2003, P.L. I 08-7, and more recently House Report I 09-463. directed 
the Secretary of Agriculture to report quarterly to the Committee regarding the status of the 
proposed rule to amend the food packages provided by the Special Supplemental Nutrition 
Program for Women, Infants and Children, until a final rule is published. 

The Food and Nutrition Service has completed the comment analysis process and the interim 
final rule is now in clearance. The rule is expected to be published by the fall of 2007. A similar 
letter is being sent to Congressman Jack Kingston and Senators Herbert Kohl and Robert 
Bennett. 

Sincerely, 

L . /,) / .... "7 / 
/(~1- ..... :((~A.-?~.-' ... ~· .. -- -

\ / 
I 

Mike Johanns 
Secretary 

An Equal Opportunity Employer 
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Of PAllTM! NT Of HE Al TH & HUMAN SfRVl([S 

---------------------------------------------------------------------------------------------

TO 'ilie Se.:rcrary 
·rhr..--~ugh: DS 

c:-os 
fS 

f)irr.ctor 

;pt> 
I 

c:e:nt:!rS f·:.r l_)isc:::i.:sr. Control :Jnd Prt:v~nt:on 

Ct:v,!::;r~ fer o;sc-cJs•::- Centro\ 
<:erid f-'r~v~rlK.it1 (CDC} 

.lli:lar.to GA :303:33 

DEC 4 2CO? 

Sect;.:.n ~~Ol(;.1) of the Public Hee.1th Securi:y a:1d Biot~rro:•n:;m Prcp2rcdnc:~s tjnc! Rr.:;fH~11~)(.'.' /\~t cf2002 
(P.L. !{j"f. 10~8) rcr:uirc.J thc: Secn~t:Jry t0 rcµorr tn (;ongie~s Jnrruall;· o•· rhc: 1"'11Jmber :,,nd. n;:h.:rt' vf 
n.:.i:;flt'.~:1in;~·: 11·t~i"ed 1n ::i~cor<l.::in:;c \•.nlh ~ub=:cciion ~~)(8) {;-rhi!ing :o then o: lo.::·s) .:ind sub!'r:ct;on fj) 
(n::!.:-:.ing to •el<:a~;e~-i) nfa ~,cli:·.::t ag~n: er tOx!n. 

_..\!' rt-fJuired by the !'\t:t, H~c Dep.:u1rr1er.t of Eh:;;l!h a;;d J{urnari Ser\··~ces prcm;;~gatfd :tn ;nfcr:m Gn~I rul~ 
on L)•:Ct<fnbt'r :,;, 7.00:.? (67 FR 76885) .:ind publis~!cd :.r!r: f:n;;I rule on f..J<:in:h !S, 2005 (70 FR 1J/.~i"!) 

?·c,:.:.;.irdi!!g thc-po:-:scs;_;ion. ;_;sc, i'lnd rr:Jn:'fer nf:'<:l~;.::t :lge!!ts an<l t 0:.:0::1ns All pn..)v1:-1H.HJS o:."d:c f!n;..1! rule 
si;pr:;-:_.::-:de lhiJ";f e;('~nt;,i1n~J ir; ~hr: i:~tcnrr! f!n?.! ralr. The final n..1.l<! hct'.J:nl<:. ~ff.:cti·,.·.: on 1\pnl 1 R, 2005 r\:.: 
p2rt f•f that ru:;:, ~;n 1ndiv1du~:J t~r (.;1t1t: rnu::l 1n~;;;eJi:Ho:Jy rr.por; ?.ny ihr:fL Ins:'; O!' rt·:t':J::e .. -.•fa ::c!ecr =-·gent 
or :o:•.!n arid s~D:~1i: ~ 1:crnpl•!rc.:.~ Report 0fTht'1t, L;,y~s. t~r Rele~\se- ofSclt'C! .t...~cnl'.- ~Hid ·ro;..n1s !.Forrn :3) 
-.~'irhin :;c--.:f:n J~:v:.; ~~rn""l~ jn·.:1der~~-

Tn i::ornnly \'i!th the rc:·qiiircn11:nr nfthe: A;.::1: th~ (~DC :)eJ.:ct .. ~.gen~ Pr•_··&,'"f?.!"t""l r<"qu:~s~s to suhrrnt the 
3tt'.lch.:ri repon Jn coonJin:.itio:~ v.·~th ~he Sr;!rct .t...gcnt f';ogr~~r?""! ar th-: L)o:partmo:n~ cf .l\gnc::hurr tl..lSJ),\) 
to Con~'!-.-:S'.i !C rep()f! the' c:.ighty~tluet (8}) n.::pc1rt:; cf Ihrft, J .. o~;':_;. ('t: R~least l~fc: ~ek··:~ :1i:;cnt ;:.r :oxin 
it":C;t'.'P.'!:d by (~i.X.: ::;nd \._:"S(),\ b;;t ..... ·t"c:.n Febru:i:y ~,:, 21YJ~ (thf! cffrcr:vc' d:1te of tho: ::acnrr: f!rt3! ruk) r.nd 
Occcrr.:::-.<~r 1 J, ,?()06. 

.r\H;..;.c.;hnH:~!!;s (2) 

1'ah A - -'r n::1i~rr!1ttal let~.:rs 
Tah B ·· Ropon to Congr<sc 

MAR - 6 2008 

.. 

--------------····················---------------·······················---------

http://Disea.se


The Honnrnhk Richard B. Cheney 
Pre;idem of tile Sen;ll<' 
'Washington. D.C. 20510 

Dear Mr. President: 

U.S. l)eparrmont of He::iitr~ an(j HUiH9.I~ s~1vices 

MAR - 6 2008 

w., ar~ pkr:sed to rrar.~mH !o the Congre:;s the repon on Thefts. Losses. or R<:leases of 
Sck;;t />.gents c_i; Toxin>. as rnq:iircd ~'Y t~"~ Puhhc He;,l!h Sernmy lnd Bioterrnrism f'rep~r~dncs'; 
and Respom<: Aft of 2002 (PL. I 07-188). Sp,:cif;·:ally. the /\ct require> 1hc Secretarie> of ti:e 
Deparoncnrs ef 1-h.~~'hh ~u;d .Hurrir:n St:rvi~·.e-s :111d Agricuhur·~ tC' r~por!. tc the Congres:. annu~1ily 
on ~he numbt:r and n:.H.:;;c..' •Jf n;.1t!fic~uinns rec~~r ... ed ~cnccrrnng th~ then. lc•55, c•r reit:::::.?st: .;Jf 

hi\)lcgic:zi agents or toxins n;:~g;;iafed pur~.uan~ tO thar r\CL 

Regulations i;.su~d pur';u:mt to th<' Ac! require r:!I pcr,;ons !o nc·!ify either the Se•-T<tary of 
He;;lih lnd Human Services or th~ Secretary <>f Agriculrure in the ~·vem of a iheft. loss. or release 
of a kted s~!ec1 agenl or toxin. Ail no!il"itations ar~ i11vc,;:.ig;;lf:.d by th.~ Deparune.nr of He;;flh 
•Jfld Hum::n S1""1ic,,s, the Depanmem of Agri;;ultur?, and/or the f'cdcrnl 8u1e:w of lnve<.tig,ni<",n. 
·r:.,~ H:".fX;rt of H(!l:fic;itH;n:;, reccive..J r.·f Z? theft. Jo:.s. or re k':asc of ~' :;ck~.:.:t :.:ig:;nt f}r ro:>;ir1 bf;! v.·c':en 

F~brn;;:y 7. :'.(KY~. (th:: cff.::t·ti'"e dale . .-,r !he rnl•crim final rule) and Dc;;ernxr 31. 2006. is 
cnrl;,.):;cd. 

Ynur ,;rn1tinued suppon ir. this o:ntiol area of public. animai and plant ~":ai:h, and 
H::iric_H:~~J ~.ecurlty is greatly i:ippre.:ia~cd. 

Sincer::.:y, 

-~~~ 
\.J 

f.dvi~fd T. Sl'.hafcr 
Secretary 
Depanmem of Agri,·ulwrc 

Er.closur~ 

Mic ad 0. Leavitt 
Secrel;;ry 
Depanment of He•lth ;;r.d Human Scrvic<''' 

-·---·~----···-··----------------------·------------------------· 



--------------------·---------------~ 

Th~ Honorable Nanq Pd0si 
Sp<:akcr of rhe House ;if Representatives 
W;ishington. D .C. 20515 

D.:ar Mad~m Speaker: 

MAR - 6 2008 

'Y-.'e arc ple~~:;ed to transnU.t to the (.~ongress thi.! r~pon on Thefts. i.(~ssc>. or Relea~e:, c·f 
Sdc•·• Agents or Tm:im as required by the Pubiic Health Security and BkH<>:rori.,m Prepm~dnec~~ 
rind R.ec,f""'nsc Act of 2<X>2 (l'.L. !(J7- ! SS-.> Specifically, the !'.ct requirr:s llw St'l;retafie;; of the 
[>l:"partn1;:;n~') cif H~alth and j-Jurn~~n Si:r'.-·ice:; 3;;d .A.f!r:culture to rcoort to the Congr<:~'->S anrHL1llv 
(HI fh<: n::rnf.1t~r .1nd nature of notifii.'a£iop.:, rc:(,~~ived ~c~nfen1ing thc

0 

thcft. l:;s:;, or H:lef:s.c of " 
bioiogic,;l ~gr:fl!s or tO:i.(lfJS regulated pur>uant t-:i thnt Act. 

Reg::l:ltoons issued pursu;mt w the Act r<~quire all person:; w notif~1 either the Se<:retary of 
}icalth ~'nd Hurn:H1 Services or the Scc:rt~t(\;y t1f .l\.2ri(.U~h:r~ in 1ht c-..·cnt of a tht"fl. !os~,. or re1ea'.>~ 
cf a iisl<d sdt'<:t ag,,n( ,;,. l<J>.in. All nvtific:nirnv; r:rr: inv,,srigr•tW by the Depof\mr:::. of H~r:lth 
and 1-fuman St'r·v~<.'t".S. !ht~ rJep;~flment of .~gricuH::ff;, .1tH.i.IOr !~i;.! F'ederai BurC:JIJ of ln\·t·~')lig.1tir~n. 
'flt~ rep<:>rt t·f notiticatie1rs rec~:ived of a theft, loss, or n:~ki:;,:;e cf a :::elect ii_xen~ or u_;r.i:; b<.:rwc~t"~; 
f-d>rw;ry 7. ?<X>J. (tll<' efkc<ive <hte of me interim linal nd,,) .rnd December 31, 2006. is 
Crl(;o~d. 

'{our continued ~upporl in this critic;,J :1r~~a of puhl!c, anirnal and µlanr hf:1:1lth. and 
;;a(ional s«:,,rir.y is greJ!! y appn,ciatcd. 

e~~+ 
\_\ 

"' ·d·Y· s' f J 1::-.<J\¥IH" ~. Cf:3 er 
Secret'1r;' 
Dq1artmem of Agriculnne 

Er:clc::ur<:-

............... _________________ ................. . 

~,fo, iael 0. LeJV!lt 
s~.o·ctary 

lx:pm"tment ,,f Heal:h and Human Services 



The Himorabl~ Mitch ]l.kConndl 
Scn3te Minonly Le;;;Jn 
Wa>hington, D.C. 20510 

Dc"r s,,nator McC(mnell: 

---------------·----------~------

MAR - 6 2008 

Vfr are pleased to transmit to th<.' Congrr:ss the reror1 on Thefts. L.1ssc>, or Rckases of 
Sekct Agents"" 'f(Jxiw; a·, required by ;he Publk Hc,11th s,,curity and Bi<iterrorism Pr<:parcdne>s 
and Respnmc Act of 2002 (P. i.. I 07 -l 88 ). Spt'<:iikally, the Act requires the S,;;;r~tari<:s of !ht! 
f.lcpartmrnts cf Hc,;ith ""d Hum;:ri Services ;;r,J Agri,·ultur? w :epo:t tc, th" Congre>s :mnually 
nn the nun1ber and n;.;.t;JiC ofnt~Hficn.t::·,n~ received con<.>::1ning th~ :.heft, lns::: .. or re-lease of 
bifJJngic.11 agents or lO.\ins rt~gul:Jt.ed pur:-~uant to that ,\ct. 

Regulations i:;sut:d pur~uant to the 1\ct require all ix~rsons to nntify eHhcr the Secretary of 
t{t":-Jlfh 11nd Hun1an Servit·cs o; tht' Secretary cf /\gri:::uH:.:rc in the t~venr cf a theft, loss. or r;;-Jca~c 
of a Jii:..~~~d seJe(t agent er to.~iu. All notific;Hicn~ are invescigat::.:d hy lht~ l)epnrtn1en~ of iiea]{h 
;;;aj Hurn.-~n Services. the f);:p;irtnleur of ,\gric:.:lturc. and!er !he Fed::; al Rurenu c·f Inve::.dgation. 
Thi: n:·po;t c~f notification~ rr.:·ccivt.~d of a tht•ft. ~c·s~. or releasi:: c·f 2 u~l.:-.:..·t ;igt:nl ;.--..r toxin be-t\veen 
Ft~h:11ary 7. 2C~'.I.~. (the cffe>..·~ive date o.1f th~: }nh~nrn fir:aJ r..:le) and D;:cc1T:hcr 31. 2iJC:6, is 
cr:cJn~r:d. 

Yonr c..-intm:ied suppon in rhis oiticul area of public. ;;11im~I and phmt heallh, and 
n;;iioiwi "'''un!y ;s greatly apprccioterJ 

Sincerdy. 

·R. t. 
~~. 

I \ 

Edward T. Sd1afJ 
Secreia.ry 
l)cpartrn;;.-nl of .t\gr~<.~ufturf; 

En:;losur.: 

:\lidi;;d 0. Leavitr 
Secretary 
Depanment of Hcahh "nd Humnn Serv!.:"s 

-----------·--·····---------------------..................................... .. 



The Honorable Su::ny 1-l. Hoyer 
Home Majori!y Lc;;dn 
Washi;igwr.. D.C. 205 l 5 

Dear Congre>sm:m Hoyer: 

--------···--·--·-··--··--·----------------·· -···-·····-·------------

---------------------------------------------

MAR - 6 2008 

\Ve ~re pJeas;;.d to tri?nsmit to the Congn.:·:;s the re-port on 'J11ctt:;, l~f.!5~c~s. r1r Relea:ies .,--,f 
Select . .\gents or '"f'o:<.ins ;-,:; required by rhe Pub!ic l1fal{h Secnrir:..,· f:nd BioteiTori~.rn Preparcdne~,s 
~.;,nd Rcs.po:;Sc:': Act Gf 2lXJ2 1·P.L .. 107- l88). Specifically. tht~ ~.cf requift's tht~ St·cret;iries of th~ 
[)cp~n"!rn:-;nts. of He~,Jfh and Hun1ar: Service~ ar:d .t\.~ricuhurc to n::porr fo rhe {~;.~ngn:'s:; arHJ1J;11ly 
\)n tht.~ n;;n1b•:r :Jnd n~!!::re of nc_a:nrar:or:~~ r~:ceiYed ~oncerning rhc theft. los:.:. :)f it·lc:as.e :">f 

bioh ... ;g!.::al agt.~n:_:; or toxi;r;. reg:d::h~d pur.su;int to th.'."!£ !\L:t. 

I<cgulatio:+~ is:;ued pursuant to the At:t n.:quirc all persons to notify t'irher {he: Sei.~rt:L:u-y nf 
ffralth and 1-luman St'1>-iao. or the: s~,cretary of .'\gn-:ulture in :_h;: event ef 3 theft. ;os',, or rek:<1S:: 
of a !isted ~cleft ag•:ut or toxin. t\ll notifi~·.ations i'.!rc in-..1estig3~;;;d by the [~cpart1nt'iH. of Health 
~nJ }iurr-!an Services. 1i1e J.!cpti.i1cnent of .l\grj .. -.ul!\:re. and!or !li.:~ Fcdcr3i B.urea1; of fn\:~'.li~:1tii.~n. 
·rh~-: rt{if~rt cf no~ifi(afion5. rcc~ivc;d of ~i ttic:t':. Jnss, or rele3se cf a !ie1cct ;!gent or toY.in f.c1\"'-·e~ri 

February 7, 200'.J., ithe cffect;vc Ja1e of ti:<: intr:rin1 iin~I ntk) ;nd December 31, 2006. is 
1;~;;c_:Jc;~.<.~d. 

Your continued suppor:_ in :_hi> cri1icrd an:u of public, anim31 and plam health, and 
nationu! security is great!y appr<:ciattxl 

s:~cerely. 

&.,&~ 
Edward T. Sdia~ 
Sco.::t·t3ry 
J.!~~ra11rnent of P,griculturc 

f.nclO.'>Wre 

!v1i hod{)_ Lr.::n·ill 
&:c;et3r)' 

Depai1rr~:n1 of Health and fluma~ Service> 

------------------------------------------------------------------------------------------



--------------------------

The Honornhk John Boehner 
l-h>uS< Minori!y Leadr:r 
Washington. D.C. 20515 

D<!ar Congres>man Boehner: 

U . .S. Depi1:1fri~X'tt of l-!E-alth arid Humar1 ti$rvic.:aa 

----------------------------------------

MAR - 5 2008 

We arc pJca·;cd to trnnsmit w the Congre>s th<' rl'port on ThdB, u•s~,es, or Rdeases ;_>f 

Sdect Agrnl> or To:<. ins ~s required by the Public lka\lh Ser:::fity and !:lioterrmi5m Preparedncs> 
;:nd Rcst·c;;;gc .'1cr of :·.oo:.i :P.L Hr!--! SS). Sµecifir:a!!y. th,, Acr require!; the Secrctaric> of r.k 
r)~p;H1_n1ents (~f }{;:alth and Hurnau Serv~~e:~ and /\gricuhurc f(} r<:pf}rt r.o the (~·ongres~ ar:nu~;lJy 
on fhf: fi\:mt',~r i!nd narun: of ;;t_;tifii.~ations received corv:erning rhr: ?ht~f!. Jo~s, or rele3se <}f 

hiolog:~~:Ji agen!s or h).~1n:; regulated pursuarit ro that /\o::t. 

l(<:g::lntions is;ued pursuam ''--' thf Act re<1tdre ;l! persons to notify fither the Secretary ·A 
Health ci;id Hum"n Services or the Secretary of Agric .. lture in the •:vent of a theft. loss. or rde;se. 
Gf a !:~ti:"iJ St~lt~;_·~ ~1f;f:nt f~r H)X~n .. &..H nctifital\i..)n~ are invt;':S.tigate.J tiy ttv: Dcpaotrr:t~Ht of He;jlfh 
and l·Jur:-:~·Hl St~1-.. ·i(t'''). !h~ rJepan:rncnt of Agricuhure, ;:!htfC.•r the f~deral Bun.~~~.;; of lnve-srig;:tiOn. 
"lh:.:: rcp<.ln of notlfic~1tlc!l~$ reC(;J'.-o:d of a [hc:fc io~,s. o:· n~le3!=.e of a select agenc or toxin i_x~.t"v~~~n 
f'ebruary 7, :?OO?., (tht~ efft~cdve diHC '..:·fthiz.' iin;:rln~ final role} i.!(,.j Oeccn1ber 3!. 2fY.)6, i:; 
er.dosed. 

Your continued >~rrort in this eritirnl area nf p~t.Ji.:. animal and pl~m hco1lth. and 
na1ional s;:curi:.y is grer:tly ;;pprct:ia:ed. 

Sinc:erdy. 

fil>~~~ 
\\ 

E<Jwr:rd T. SchafCt-' 
Secret;;ry 
"f)epanmcr:? of 1\gri;..·ul:.urc~ 

~,1ichn~! (). Le3vHt 
Secretu--_y 
Oepanment of Health and Hum3r1 Sen·ices 
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The Dfpartment of Agricn!lurc and rht' Hcpartmcnl of He21lh and Human Se1-vkes 
Hop,Ht lo Congrts~ Oil Theft~. Lt>~St'S, or H<:!r.a.~cs of s .. 1ec1 A gen ls t>r TH ins 

February 7, iooJ, Iii Dec.-mber 31, 20% 

Tht' Publit' He,;H~1 Se·,unty ~nd Biotcrro:-ri>m Preparr:dr.c1s ~i;d fk;ponse Act f P.L I i.i7 -188) 
n-:quir:;:\ th~ Sec.:rct11rics of flealth and fiuman Service:; :lnd Agrir:;ltun:~ to n:~p:..~;t lt.i lht~ (~ongrf::\.~; 
anr:uaHy <."!n (h(~ nu1nbe; a:od nature of notifications reccivo:.·d <;or:c.~:rning th.::.· r_h(:ft, 1.:.1·~:-:, o; rel.::.-;1se 
of biological a£.\:'fit:i or rc;;.;j;;:, (selec! :lgen1:;) regu!at~d pursu~l!H ~;:r ~h(:tr .Act. 

(hervifw 

The Sekd !',gr:n! Progrn1n> a! th<: Department of Health and Human S<:rvices (HHSi ~Pd rh<: 
D~pa..rtmcnt cf ;\gr;cuh;;i.::.· (lJSl),..\) rccci·.-·ed 8J report.si of'rhc-n. Los:;~. (if f~elc~"'~;c-' ofa select 
;,g~nt or to:-.:in bt'tv,·<;cn F~-:bru:1ry 7. JGG3, (\he eff..:c~ivc dah: of the interim .:.ino.i !Ulc·) (1.;;d 
f)ec·;:n·!bi::r 3 i, 2006. P.s (l ;1;"~~~:: fJftJ;c fbi!o"iv~u;J inves!igat!ons ';ondut~tt•d by HHS. ()Sf).t..., 3nd 
th<: Fc.J\!r~I Bur,:au cf f;;v<:stig;;Hinn (FBI") reg.1rding tho:sc rc~•i)rl.S, i~ -:.;,:3:; det{:rnJira;d !h~n thr;t• 

• No confirmed rli<:fts of il select agen!; 
• No confirmed lo::se;; of a s;:J<;ct agr;:nt; l.H)d 

o f:vc ;.:orifirmcd r!:!t~i:l5·~s of a seiect agent. 

Nine repo:ts involved an :;pp:rrf:n! nt~n-o:::on1phance v.:ith thr: Select Agent Regulation:::. (jfthc 9 
r~pcns. 6 re pons wnt' rt'kff~d t-.: !he HHS Oflic:: cf lnsp<·<:lor Gcn<'ml ((HG) ::nd 3 reporls '''<'re 
r..:f..::rred to the LISt),i\., An:;n.::d :H·id Plr:nt Health inspcct!or: Scr\·ir.;;.•, lnv~~-;!igabvi:-: and 
Enf·::·r~·:n·!r:n{ SO:rvio.:es (Jt:S) fO; fwrther ir:vc:;tigat!on ~Hid 1:nf<;r\.:,!!J1f:nt. 

~Ji:~e rcp-:•ns .Jj.J n;:rt inv;Jlv~ a seicct etger:t. for the rcm~ining 74 of the initial 8'J reports 
r~·~ei;·ed by HHS cmd USDA, !h•.,,.._, were 28 rcpons C•lcl pos,:iblr: los·; afr: scle<t agent 3nd 46 
it'po:1s of a pcss:blc r::.:!c~i:;:~ t~f ;l -:;f:lt-:i..:t agent. 

C>f the ·74 reports invo!virig sele·:t agents~ th:::rc '-"-'t.'rt' ?8 rt'pGrts of lj pos51b!e h.:.ss o;' a St'i;:tt 
ager:t. CH' the 28 rr!p·.~rt~. 

~ ·r \VC!ve reports involved ;j iran:ifer in ·\vhich the i:rifin,· '.~hlpincnt of sclet:t 3gcnt:; did not 
occur. 

----······-------··--·-----
1 ·rhr-; ;l;':pon cl·)::s r- 1>: in1.:!l•df rr:pons frorri tht: T~>::l:: ,\&~·1 t..:rii,·~ro;:t;. :no.·!'~tig,?.tivri ·rhe rc-µ<.1r.s w1H be in.;!ud~d :n 
;_:1:; ~rtil::;;I n~pcr. ft1; 200·;. 
; A lvs~ 1:: :.ie-0ne-d :•s?. f~il:trt' ~t) ~Ct•,)Uftl fvr :l ~~k{t agf"nl C•r lo~ ;n. 
~ .:... r~k:l;:t: i:> dei:r1~<l ~~ ~in o.:r•J1"!3tit1r.?.I i:\~"="!~~-ttt' t)i :::k~:->~ <•f d :;el::.;: Jge:it •):- !O>:in fJ'.!t"-.iJc uf the p: i:ri:li)' barri·::~ 
·.:if!/:{" bi(•ix;;i:~·f!:r..::n~ ar~~-

·--·········----------·······-····-------------



Thr:fts. Lesses, or .RclcVic> of Seie~t Agems or fox ins 
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e ·rr:n rt>port> involved an inventory dis:.:r::pancy '..vhere th~ entity could net arc.:our.l f<;r 
vial~ tcnhtining a S-.:!lect 3gr:nf. Ba·~cd on th:;: invesdgations condta::tt'd by tIHS, Fi~f 1 
l.JSDA I.t~S. or t_!Sf):\ {JlG, the a;:,;ounting disc.:rcp:1ncie~ \Vere determincJ to b::- ~ result 
cf pocr rr:tordkf;t:pinB hy the entitic:;. f-ivc c f~h~~ I 0 rt!por!s involved :.1n app:~rcnt 

n:..>n··;on1plii.inf;~· v·•:~h th~ Scle.;:t 1\gcnt PJ;gu!;:t:of!s T\.\·o :epc.t1s v1t'rt' n.:'ft~rrcd to !-ll1S 
()JG 3nd th;: od1r:r .1 repor:.s v.•cr~ rt:ff;rred ti) USt),\ Jf.S f~-;r fuf!~!'!f invi:stigaticn ~i;:d 
enfor...:cmcr.t. 

s Thr~f: n::port~ :nvo!v;:d a possible h.l'SS '"''here th'! erniiy could not \.·H..:tCn!n~ for :nice 
i;;ft·creti -..vith a select agent. Bi:~cd on the investigatirJn ccndtu.:tr:d by J~flS and the FBf: 
the 1n?ct' v,··~re believed to hi.i:.:<: bc1;·;; canniha1ized by other mite !nth~~ 1.·age or buried 
;;ndtr 1.he b~dding. and auto( laved by 1ni-::ra~v~ by ~he ~nlrnal <;arc st<iff. ·r.,vfJ of the 3 
rc;x:rrs invn!"etl 3n ;ipparl;:'ni non~<;orriph:1nre .;--,fthc Seli:ci Agent R.c:guL1t:t)ns and ... verc 
rt.'ft.'rrcd to !-l~-iS (JlG !~::·r fur(h1:r invc:s~ig~(ion an·.1 ent'i.~r..:1.~n1:.::r.t. 

9 ·r;vn n:pons invvlv;;:d a delay in transfer of a se!c.:t agent. F~)r onr: re0!rt: the d<:lay Wii:-i 

d:;c.: lo a h~rriC\.\nl;:'. fc·r tht• <.ahcr r~pcr1, the d{·~ay \\'~l~ du:: h~ high voh.!!Y!C' of shipn1cnt:; 
relnh~J to the holid?.y Sf:ason. 

• One rep;_;"\ id,~nlified a loss during tr>\Viil. At!er the entity rcport;;:d th~ lo~s of c,dect 
ag:::n~s in trJnsjt d:...:ring irr!portii~io;< i;no :he l)nih~d States, the~ FRI rrat:k-::d th¢ package:; 
~o Jj~·lgiu1n \.vherc the :;clc;..·t ag::nts -.v·::r~: incinerated 

(Jf the 74 rcp.,.lr!s in\<ol'-'ing selc<;t agt'n~:;, !her~: -y..•ere 46 reports regard:ng a possible rclcas;,:i of a 
sc!c:i.:t <:.gent. h i.:; !rnp(~nanl. t<; note tha! none of !ti·~ r¢ported r1:lca':ics \-\··:-:re cnnsidercd by tH-iS or 
t.~Si),~ hJ b~ a thr<:a! lo fJ:JbJic, unima!. or pJan~ heaith. (Jf lhe -l6 n .. 'po1ts· 

19 ·rri~ro;: ·\vcre .5 Ci..lnt"irni<:d rcp·:Jns of rclt'i.2S<:'S ef ;1 scl~i.:1 agent. The·:;c reh:a~t!s ,.., .. .;:n:: 
idcn1iii~d by iHf!c).'=.t.'.'l in 7 L'lbor~rori~n.4;' thi:H h:Jd occurr~d as a ITsull of vv()rking ·..1.;jth 
these 01(.ltcrial~ .. 

• I\vo of(hes.-: r("ports in·,.·ol;:eJ cxpcsur;: co t~c~v,ica.'itle dis.:as~ \·irus (:.:<:Jogcnic) and 
rfs:..:!ted ir. rc•nju;;c.;tivitis. 

• ()ne 0fth:;:se r;:port·; involved expo::;ure of 3 faborn~nrians ro a viruJcr:! strain of 
f'r{J!!CfJet!c: tu!ar.:n:.is. "fhis re5ult<;d frc..1';~ an error in the idt::ntific;~tion c~f th-:: snair:: . 
\"hich :cd tht• l:.sbor::HGrian~~ t..-:• !T!anipu!~lc th~ ~tr~:n ~nder s:osof;:ty Lt·vc:J 2 
c.-:1n.Jiti1..-:n-s, \Vhi~h in ti..!rn fr1ift'd to pr;Jt~f:! ~h~ \vorkcrs ff(·.u;_ po.ssibit" ~H-:ro:,:;ol 
cxpOSU\t' 

file:///irus
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• Twt> of the reports involved nposurc to Hruce/!a th;;; resuHcd in i!lncs,;. One cf 
'hc::1c t.._..,e rf:por1~~ it!"volved an ;:xposurt~ \\.) '-' vlruh~nl Br:1cflla me!Hensi~ strllin in a 
diagnostii..· l:Jb<;ra:o:). /\s ;.:.,;ith thf; ,l7ra:-rcisel!a tuiart'n5is incident,~ sign:fi<;ant 
factor in this rclt~:J~:.t~ \\:a~. the incorrect idcntifici:Hion i..lftht~ t)rganism. In this ;:as;:, 
prior ~o its identific,1tion <:t~ Bruce!ia: this sirain ':Va;.; h;.:r:dkxi in ~ondirion.5 that did 
nH! protec\ 'the v;.:·rker frorn pot<:!1tial aero:->·:1! exposure. The seccnd n~pot1 !fl\l·:~ived 
the t"xpo~;Hr-:: t~f ;! :aboratori;m to Bri.icelta in a r~search iabnratcry in v~·hich th~ 
r.:: ... ~c;. lni..·i.J~nr invoiving the e:<posure 'Nas not d~terrnined. 

• Jn nll -::.ases, the individual'S in1,'f>Jv~d have re~overed from their iHnt.~sse!",. 

• Tweniy.:.hr<'< r<poMs involved inddenls wh<:rr: a p<»sihle e>.posure of the. s<kct ag<m 
rn~y have O(;,,·urrt~d and r.~edio:al treatment w:;;s.i:; provided a:-, a prec3ution, but tH.l iHnli:·:;se~ 
or oth,:r ':viden·.~~ of infection occ;Jrred. T v .. 'o <.~f !h~: 23 repor1!i involved J.n appart~nt 
n·Jn·cc•mplian«r: of •he Sele.;! .'\gem Rcgulaticons and >'ere referred!•-> HHS OIG for 
further :r:vc:;rigatiof; llfJl~ ent~!r(en1er.t. 

• fcurtr:cn reports in,·olved a release outsid•' the primary barri~r of ceonwirnn<:n!. H·:,wever, 
3f1er th;; inn:stieation wa" condu;:;~d by HHS un<.l USDA Se!~cl Agent l'rof;rnms, it "3S 
det~rmint.'d thQt ;,n oci:upationaf cxposur<.~ Vf::is unlik~:y. 

~ ff_:.;;r rep;.n"t:; ';.:ere detennint~d to not be f)•~c:..:pr,tion~! i:xposi..u:c:; or rele:Jses outside ~h;: 
prim?.ry bnrrh!r of ·:ontainmcr:\ af1er invesligation:: \\'ere i.:ond1;c~~d by the l-H-;S Selt:-'~l 
Agent Prograrn. 

Summurr _..,.._ ____ _ 

!n surnmary, d;e Select t\gen! Progia;n it'"Cei ved 83 repcn:s of Th(:ff, Ll-15~ .. ~~r Reie3se of 3 ;;c!cc~ 

3gicnt ;~;r to:'\ in ht•tv•een Febru~iry 7, ~·.003 .. and f)eccrnbr!r 3 i, 2006. As ;j n::::ult of the f0lh::·11-up 
::1v~stigat:ons c.;ondue:ted by J-II·lS. iJSD.4, :3nd 1h-:: f'f3l regarding th<:st> r~port~. it ·,v~~ detcnnint'd 
~hat rhere Y•i.:'rt·· 

• No con finned thc:fts of a seiecl agent: 
" ~-~o con finned ios:;e$ of a st~l;;>:c.;t ng~nt; and 
• Fi'e ,,,,n(irmd rdeuse> ofa sdcct ag~n!. 

I , 
--------····-------------------- ----------- _____________ , 



Control Number: 5266178

Stewart, Janet -USDA 

From: 

Sent: 

To: 

Subject: 

f>,gnes rMm«s@HHS.GOV 

Fr.day March 14, 2008 11 :22 i>,M 

Ste·~\1art. Janet ~LJSD1\ 

Re:·port to Co;;gress - T~1efts, Losses. o~ Releases 

Attachm<;nts: ATTACHMENT TX.T: swift-a~bD1q.ptil 

J\.ls. Stewart 

Pag<: I cyf 1 

Per our p[ioiw convers.'l.lion, vlease find atta('hed for vour files the final renort that 
..._ J. _, t 

\'h~& released on l\1arch 6, 2008. 

mailto:rhoMias@HHS.GOV
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---------------------------------------------------------------------------------------------

TO 'ilie Se.:rcrary 
·rhr..--~ugh: DS 

c:-os 
fS 

f)irr.ctor 

;pt> 
I 

c:e:nt:!rS f·:.r l_)isc:::i.:sr. Control :Jnd Prt:v~nt:on 

Ct:v,!::;r~ fer o;sc-cJs•::- Centro\ 
<:erid f-'r~v~rlK.it1 (CDC} 

.lli:lar.to GA :303:33 

DEC 4 2CO? 

Sect;.:.n ~~Ol(;.1) of the Public Hee.1th Securi:y a:1d Biot~rro:•n:;m Prcp2rcdnc:~s tjnc! Rr.:;fH~11~)(.'.' /\~t cf2002 
(P.L. !{j"f. 10~8) rcr:uirc.J thc: Secn~t:Jry t0 rcµorr tn (;ongie~s Jnrruall;· o•· rhc: 1"'11Jmber :,,nd. n;:h.:rt' vf 
n.:.i:;flt'.~:1in;~·: 11·t~i"ed 1n ::i~cor<l.::in:;c \•.nlh ~ub=:cciion ~~)(8) {;-rhi!ing :o then o: lo.::·s) .:ind sub!'r:ct;on fj) 
(n::!.:-:.ing to •el<:a~;e~-i) nfa ~,cli:·.::t ag~n: er tOx!n. 

_..\!' rt-fJuired by the !'\t:t, H~c Dep.:u1rr1er.t of Eh:;;l!h a;;d J{urnari Ser\··~ces prcm;;~gatfd :tn ;nfcr:m Gn~I rul~ 
on L)•:Ct<fnbt'r :,;, 7.00:.? (67 FR 76885) .:ind publis~!cd :.r!r: f:n;;I rule on f..J<:in:h !S, 2005 (70 FR 1J/.~i"!) 

?·c,:.:.;.irdi!!g thc-po:-:scs;_;ion. ;_;sc, i'lnd rr:Jn:'fer nf:'<:l~;.::t :lge!!ts an<l t 0:.:0::1ns All pn..)v1:-1H.HJS o:."d:c f!n;..1! rule 
si;pr:;-:_.::-:de lhiJ";f e;('~nt;,i1n~J ir; ~hr: i:~tcnrr! f!n?.! ralr. The final n..1.l<! hct'.J:nl<:. ~ff.:cti·,.·.: on 1\pnl 1 R, 2005 r\:.: 
p2rt f•f that ru:;:, ~;n 1ndiv1du~:J t~r (.;1t1t: rnu::l 1n~;;;eJi:Ho:Jy rr.por; ?.ny ihr:fL Ins:'; O!' rt·:t':J::e .. -.•fa ::c!ecr =-·gent 
or :o:•.!n arid s~D:~1i: ~ 1:crnpl•!rc.:.~ Report 0fTht'1t, L;,y~s. t~r Rele~\se- ofSclt'C! .t...~cnl'.- ~Hid ·ro;..n1s !.Forrn :3) 
-.~'irhin :;c--.:f:n J~:v:.; ~~rn""l~ jn·.:1der~~-

Tn i::ornnly \'i!th the rc:·qiiircn11:nr nfthe: A;.::1: th~ (~DC :)eJ.:ct .. ~.gen~ Pr•_··&,'"f?.!"t""l r<"qu:~s~s to suhrrnt the 
3tt'.lch.:ri repon Jn coonJin:.itio:~ v.·~th ~he Sr;!rct .t...gcnt f';ogr~~r?""! ar th-: L)o:partmo:n~ cf .l\gnc::hurr tl..lSJ),\) 
to Con~'!-.-:S'.i !C rep()f! the' c:.ighty~tluet (8}) n.::pc1rt:; cf Ihrft, J .. o~;':_;. ('t: R~least l~fc: ~ek··:~ :1i:;cnt ;:.r :oxin 
it":C;t'.'P.'!:d by (~i.X.: ::;nd \._:"S(),\ b;;t ..... ·t"c:.n Febru:i:y ~,:, 21YJ~ (thf! cffrcr:vc' d:1te of tho: ::acnrr: f!rt3! ruk) r.nd 
Occcrr.:::-.<~r 1 J, ,?()06. 

.r\H;..;.c.;hnH:~!!;s (2) 

1'ah A - -'r n::1i~rr!1ttal let~.:rs 
Tah B ·· Ropon to Congr<sc 

MAR - 6 2008 

.. 

--------------····················---------------·······················---------



The Honnrnhk Richard B. Cheney 
Pre;idem of tile Sen;ll<' 
'Washington. D.C. 20510 

Dear Mr. President: 

U.S. l)eparrmont of He::iitr~ an(j HUiH9.I~ s~1vices 

MAR - 6 2008 

w., ar~ pkr:sed to rrar.~mH !o the Congre:;s the repon on Thefts. Losses. or R<:leases of 
Sck;;t />.gents c_i; Toxin>. as rnq:iircd ~'Y t~"~ Puhhc He;,l!h Sernmy lnd Bioterrnrism f'rep~r~dncs'; 
and Respom<: Aft of 2002 (PL. I 07-188). Sp,:cif;·:ally. the /\ct require> 1hc Secretarie> of ti:e 
Deparoncnrs ef 1-h.~~'hh ~u;d .Hurrir:n St:rvi~·.e-s :111d Agricuhur·~ tC' r~por!. tc the Congres:. annu~1ily 
on ~he numbt:r and n:.H.:;;c..' •Jf n;.1t!fic~uinns rec~~r ... ed ~cnccrrnng th~ then. lc•55, c•r reit:::::.?st: .;Jf 

hi\)lcgic:zi agents or toxins n;:~g;;iafed pur~.uan~ tO thar r\CL 

Regulations i;.su~d pur';u:mt to th<' Ac! require r:!I pcr,;ons !o nc·!ify either the Se•-T<tary of 
He;;lih lnd Human Services or th~ Secretary <>f Agriculrure in the ~·vem of a iheft. loss. or release 
of a kted s~!ec1 agenl or toxin. Ail no!il"itations ar~ i11vc,;:.ig;;lf:.d by th.~ Deparune.nr of He;;flh 
•Jfld Hum::n S1""1ic,,s, the Depanmem of Agri;;ultur?, and/or the f'cdcrnl 8u1e:w of lnve<.tig,ni<",n. 
·r:.,~ H:".fX;rt of H(!l:fic;itH;n:;, reccive..J r.·f Z? theft. Jo:.s. or re k':asc of ~' :;ck~.:.:t :.:ig:;nt f}r ro:>;ir1 bf;! v.·c':en 

F~brn;;:y 7. :'.(KY~. (th:: cff.::t·ti'"e dale . .-,r !he rnl•crim final rule) and Dc;;ernxr 31. 2006. is 
cnrl;,.):;cd. 

Ynur ,;rn1tinued suppon ir. this o:ntiol area of public. animai and plant ~":ai:h, and 
H::iric_H:~~J ~.ecurlty is greatly i:ippre.:ia~cd. 

Sincer::.:y, 

-~~~ 
\.J 

f.dvi~fd T. Sl'.hafcr 
Secretary 
Depanmem of Agri,·ulwrc 

Er.closur~ 

Mic ad 0. Leavitt 
Secrel;;ry 
Depanment of He•lth ;;r.d Human Scrvic<''' 

-·---·~----···-··----------------------·------------------------· 
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Th~ Honorable Nanq Pd0si 
Sp<:akcr of rhe House ;if Representatives 
W;ishington. D .C. 20515 

D.:ar Mad~m Speaker: 

MAR - 6 2008 

'Y-.'e arc ple~~:;ed to transnU.t to the (.~ongress thi.! r~pon on Thefts. i.(~ssc>. or Relea~e:, c·f 
Sdc•·• Agents or Tm:im as required by the Pubiic Health Security and BkH<>:rori.,m Prepm~dnec~~ 
rind R.ec,f""'nsc Act of 2<X>2 (l'.L. !(J7- ! SS-.> Specifically, the !'.ct requirr:s llw St'l;retafie;; of the 
[>l:"partn1;:;n~') cif H~alth and j-Jurn~~n Si:r'.-·ice:; 3;;d .A.f!r:culture to rcoort to the Congr<:~'->S anrHL1llv 
(HI fh<: n::rnf.1t~r .1nd nature of notifii.'a£iop.:, rc:(,~~ived ~c~nfen1ing thc

0 

thcft. l:;s:;, or H:lef:s.c of " 
bioiogic,;l ~gr:fl!s or tO:i.(lfJS regulated pur>uant t-:i thnt Act. 

Reg::l:ltoons issued pursu;mt w the Act r<~quire all person:; w notif~1 either the Se<:retary of 
}icalth ~'nd Hurn:H1 Services or the Scc:rt~t(\;y t1f .l\.2ri(.U~h:r~ in 1ht c-..·cnt of a tht"fl. !os~,. or re1ea'.>~ 
cf a iisl<d sdt'<:t ag,,n( ,;,. l<J>.in. All nvtific:nirnv; r:rr: inv,,srigr•tW by the Depof\mr:::. of H~r:lth 
and 1-fuman St'r·v~<.'t".S. !ht~ rJep;~flment of .~gricuH::ff;, .1tH.i.IOr !~i;.! F'ederai BurC:JIJ of ln\·t·~')lig.1tir~n. 
'flt~ rep<:>rt t·f notiticatie1rs rec~:ived of a theft, loss, or n:~ki:;,:;e cf a :::elect ii_xen~ or u_;r.i:; b<.:rwc~t"~; 
f-d>rw;ry 7. ?<X>J. (tll<' efkc<ive <hte of me interim linal nd,,) .rnd December 31, 2006. is 
Crl(;o~d. 

'{our continued ~upporl in this critic;,J :1r~~a of puhl!c, anirnal and µlanr hf:1:1lth. and 
;;a(ional s«:,,rir.y is greJ!! y appn,ciatcd. 

e~~+ 
\_\ 

"' ·d·Y· s' f J 1::-.<J\¥IH" ~. Cf:3 er 
Secret'1r;' 
Dq1artmem of Agriculnne 

Er:clc::ur<:-

............... _________________ ................. . 

~,fo, iael 0. LeJV!lt 
s~.o·ctary 

lx:pm"tment ,,f Heal:h and Human Services 



The Himorabl~ Mitch ]l.kConndl 
Scn3te Minonly Le;;;Jn 
Wa>hington, D.C. 20510 

Dc"r s,,nator McC(mnell: 

---------------·----------~------

MAR - 6 2008 

Vfr are pleased to transmit to th<.' Congrr:ss the reror1 on Thefts. L.1ssc>, or Rckases of 
Sekct Agents"" 'f(Jxiw; a·, required by ;he Publk Hc,11th s,,curity and Bi<iterrorism Pr<:parcdne>s 
and Respnmc Act of 2002 (P. i.. I 07 -l 88 ). Spt'<:iikally, the Act requires the S,;;;r~tari<:s of !ht! 
f.lcpartmrnts cf Hc,;ith ""d Hum;:ri Services ;;r,J Agri,·ultur? w :epo:t tc, th" Congre>s :mnually 
nn the nun1ber and n;.;.t;JiC ofnt~Hficn.t::·,n~ received con<.>::1ning th~ :.heft, lns::: .. or re-lease of 
bifJJngic.11 agents or lO.\ins rt~gul:Jt.ed pur:-~uant to that ,\ct. 

Regulations i:;sut:d pur~uant to the 1\ct require all ix~rsons to nntify eHhcr the Secretary of 
t{t":-Jlfh 11nd Hun1an Servit·cs o; tht' Secretary cf /\gri:::uH:.:rc in the t~venr cf a theft, loss. or r;;-Jca~c 
of a Jii:..~~~d seJe(t agent er to.~iu. All notific;Hicn~ are invescigat::.:d hy lht~ l)epnrtn1en~ of iiea]{h 
;;;aj Hurn.-~n Services. the f);:p;irtnleur of ,\gric:.:lturc. and!er !he Fed::; al Rurenu c·f Inve::.dgation. 
Thi: n:·po;t c~f notification~ rr.:·ccivt.~d of a tht•ft. ~c·s~. or releasi:: c·f 2 u~l.:-.:..·t ;igt:nl ;.--..r toxin be-t\veen 
Ft~h:11ary 7. 2C~'.I.~. (the cffe>..·~ive date o.1f th~: }nh~nrn fir:aJ r..:le) and D;:cc1T:hcr 31. 2iJC:6, is 
cr:cJn~r:d. 

Yonr c..-intm:ied suppon in rhis oiticul area of public. ;;11im~I and phmt heallh, and 
n;;iioiwi "'''un!y ;s greatly apprccioterJ 

Sincerdy. 

·R. t. 
~~. 

I \ 

Edward T. Sd1afJ 
Secreia.ry 
l)cpartrn;;.-nl of .t\gr~<.~ufturf; 

En:;losur.: 

:\lidi;;d 0. Leavitr 
Secretary 
Depanment of Hcahh "nd Humnn Serv!.:"s 

-----------·--·····---------------------..................................... .. 



The Honorable Su::ny 1-l. Hoyer 
Home Majori!y Lc;;dn 
Washi;igwr.. D.C. 205 l 5 

Dear Congre>sm:m Hoyer: 

--------···--·--·-··--··--·----------------·· -···-·····-·------------

---------------------------------------------

MAR - 6 2008 

\Ve ~re pJeas;;.d to tri?nsmit to the Congn.:·:;s the re-port on 'J11ctt:;, l~f.!5~c~s. r1r Relea:ies .,--,f 
Select . .\gents or '"f'o:<.ins ;-,:; required by rhe Pub!ic l1fal{h Secnrir:..,· f:nd BioteiTori~.rn Preparcdne~,s 
~.;,nd Rcs.po:;Sc:': Act Gf 2lXJ2 1·P.L .. 107- l88). Specifically. tht~ ~.cf requift's tht~ St·cret;iries of th~ 
[)cp~n"!rn:-;nts. of He~,Jfh and Hun1ar: Service~ ar:d .t\.~ricuhurc to n::porr fo rhe {~;.~ngn:'s:; arHJ1J;11ly 
\)n tht.~ n;;n1b•:r :Jnd n~!!::re of nc_a:nrar:or:~~ r~:ceiYed ~oncerning rhc theft. los:.:. :)f it·lc:as.e :">f 

bioh ... ;g!.::al agt.~n:_:; or toxi;r;. reg:d::h~d pur.su;int to th.'."!£ !\L:t. 

I<cgulatio:+~ is:;ued pursuant to the At:t n.:quirc all persons to notify t'irher {he: Sei.~rt:L:u-y nf 
ffralth and 1-luman St'1>-iao. or the: s~,cretary of .'\gn-:ulture in :_h;: event ef 3 theft. ;os',, or rek:<1S:: 
of a !isted ~cleft ag•:ut or toxin. t\ll notifi~·.ations i'.!rc in-..1estig3~;;;d by the [~cpart1nt'iH. of Health 
~nJ }iurr-!an Services. 1i1e J.!cpti.i1cnent of .l\grj .. -.ul!\:re. and!or !li.:~ Fcdcr3i B.urea1; of fn\:~'.li~:1tii.~n. 
·rh~-: rt{if~rt cf no~ifi(afion5. rcc~ivc;d of ~i ttic:t':. Jnss, or rele3se cf a !ie1cct ;!gent or toY.in f.c1\"'-·e~ri 

February 7, 200'.J., ithe cffect;vc Ja1e of ti:<: intr:rin1 iin~I ntk) ;nd December 31, 2006. is 
1;~;;c_:Jc;~.<.~d. 

Your continued suppor:_ in :_hi> cri1icrd an:u of public, anim31 and plam health, and 
nationu! security is great!y appr<:ciattxl 

s:~cerely. 

&.,&~ 
Edward T. Sdia~ 
Sco.::t·t3ry 
J.!~~ra11rnent of P,griculturc 

f.nclO.'>Wre 

!v1i hod{)_ Lr.::n·ill 
&:c;et3r)' 

Depai1rr~:n1 of Health and fluma~ Service> 

------------------------------------------------------------------------------------------



--------------------------

The Honornhk John Boehner 
l-h>uS< Minori!y Leadr:r 
Washington. D.C. 20515 

D<!ar Congres>man Boehner: 

U . .S. Depi1:1fri~X'tt of l-!E-alth arid Humar1 ti$rvic.:aa 

----------------------------------------

MAR - 5 2008 

We arc pJca·;cd to trnnsmit w the Congre>s th<' rl'port on ThdB, u•s~,es, or Rdeases ;_>f 

Sdect Agrnl> or To:<. ins ~s required by the Public lka\lh Ser:::fity and !:lioterrmi5m Preparedncs> 
;:nd Rcst·c;;;gc .'1cr of :·.oo:.i :P.L Hr!--! SS). Sµecifir:a!!y. th,, Acr require!; the Secrctaric> of r.k 
r)~p;H1_n1ents (~f }{;:alth and Hurnau Serv~~e:~ and /\gricuhurc f(} r<:pf}rt r.o the (~·ongres~ ar:nu~;lJy 
on fhf: fi\:mt',~r i!nd narun: of ;;t_;tifii.~ations received corv:erning rhr: ?ht~f!. Jo~s, or rele3se <}f 

hiolog:~~:Ji agen!s or h).~1n:; regulated pursuarit ro that /\o::t. 

l(<:g::lntions is;ued pursuam ''--' thf Act re<1tdre ;l! persons to notify fither the Secretary ·A 
Health ci;id Hum"n Services or the Secretary of Agric .. lture in the •:vent of a theft. loss. or rde;se. 
Gf a !:~ti:"iJ St~lt~;_·~ ~1f;f:nt f~r H)X~n .. &..H nctifital\i..)n~ are invt;':S.tigate.J tiy ttv: Dcpaotrr:t~Ht of He;jlfh 
and l·Jur:-:~·Hl St~1-.. ·i(t'''). !h~ rJepan:rncnt of Agricuhure, ;:!htfC.•r the f~deral Bun.~~~.;; of lnve-srig;:tiOn. 
"lh:.:: rcp<.ln of notlfic~1tlc!l~$ reC(;J'.-o:d of a [hc:fc io~,s. o:· n~le3!=.e of a select agenc or toxin i_x~.t"v~~~n 
f'ebruary 7, :?OO?., (tht~ efft~cdve diHC '..:·fthiz.' iin;:rln~ final role} i.!(,.j Oeccn1ber 3!. 2fY.)6, i:; 
er.dosed. 

Your continued >~rrort in this eritirnl area nf p~t.Ji.:. animal and pl~m hco1lth. and 
na1ional s;:curi:.y is grer:tly ;;pprct:ia:ed. 

Sinc:erdy. 

fil>~~~ 
\\ 

E<Jwr:rd T. SchafCt-' 
Secret;;ry 
"f)epanmcr:? of 1\gri;..·ul:.urc~ 

~,1ichn~! (). Le3vHt 
Secretu--_y 
Oepanment of Health and Hum3r1 Sen·ices 



----~-------- .. ·-·· . ·······----------------·-·-··------ ·······--------------

The Department of Agriculture 

and 

The Department of Health and Human Services 

Report to Congress 

on 

Thefts, Losses, or Releases of Select Agents or Toxins 

February 7, 2003, to December 31, 2006 

November 2007 

--~ -----·-·················---------------------



The Dfpartment of Agricn!lurc and rht' Hcpartmcnl of He21lh and Human Se1-vkes 
Hop,Ht lo Congrts~ Oil Theft~. Lt>~St'S, or H<:!r.a.~cs of s .. 1ec1 A gen ls t>r TH ins 

February 7, iooJ, Iii Dec.-mber 31, 20% 

Tht' Publit' He,;H~1 Se·,unty ~nd Biotcrro:-ri>m Preparr:dr.c1s ~i;d fk;ponse Act f P.L I i.i7 -188) 
n-:quir:;:\ th~ Sec.:rct11rics of flealth and fiuman Service:; :lnd Agrir:;ltun:~ to n:~p:..~;t lt.i lht~ (~ongrf::\.~; 
anr:uaHy <."!n (h(~ nu1nbe; a:od nature of notifications reccivo:.·d <;or:c.~:rning th.::.· r_h(:ft, 1.:.1·~:-:, o; rel.::.-;1se 
of biological a£.\:'fit:i or rc;;.;j;;:, (selec! :lgen1:;) regu!at~d pursu~l!H ~;:r ~h(:tr .Act. 

(hervifw 

The Sekd !',gr:n! Progrn1n> a! th<: Department of Health and Human S<:rvices (HHSi ~Pd rh<: 
D~pa..rtmcnt cf ;\gr;cuh;;i.::.· (lJSl),..\) rccci·.-·ed 8J report.si of'rhc-n. Los:;~. (if f~elc~"'~;c-' ofa select 
;,g~nt or to:-.:in bt'tv,·<;cn F~-:bru:1ry 7. JGG3, (\he eff..:c~ivc dah: of the interim .:.ino.i !Ulc·) (1.;;d 
f)ec·;:n·!bi::r 3 i, 2006. P.s (l ;1;"~~~:: fJftJ;c fbi!o"iv~u;J inves!igat!ons ';ondut~tt•d by HHS. ()Sf).t..., 3nd 
th<: Fc.J\!r~I Bur,:au cf f;;v<:stig;;Hinn (FBI") reg.1rding tho:sc rc~•i)rl.S, i~ -:.;,:3:; det{:rnJira;d !h~n thr;t• 

• No confirmed rli<:fts of il select agen!; 
• No confirmed lo::se;; of a s;:J<;ct agr;:nt; l.H)d 

o f:vc ;.:orifirmcd r!:!t~i:l5·~s of a seiect agent. 

Nine repo:ts involved an :;pp:rrf:n! nt~n-o:::on1phance v.:ith thr: Select Agent Regulation:::. (jfthc 9 
r~pcns. 6 re pons wnt' rt'kff~d t-.: !he HHS Oflic:: cf lnsp<·<:lor Gcn<'ml ((HG) ::nd 3 reporls '''<'re 
r..:f..::rred to the LISt),i\., An:;n.::d :H·id Plr:nt Health inspcct!or: Scr\·ir.;;.•, lnv~~-;!igabvi:-: and 
Enf·::·r~·:n·!r:n{ SO:rvio.:es (Jt:S) fO; fwrther ir:vc:;tigat!on ~Hid 1:nf<;r\.:,!!J1f:nt. 

~Ji:~e rcp-:•ns .Jj.J n;:rt inv;Jlv~ a seicct etger:t. for the rcm~ining 74 of the initial 8'J reports 
r~·~ei;·ed by HHS cmd USDA, !h•.,,.._, were 28 rcpons C•lcl pos,:iblr: los·; afr: scle<t agent 3nd 46 
it'po:1s of a pcss:blc r::.:!c~i:;:~ t~f ;l -:;f:lt-:i..:t agent. 

C>f the ·74 reports invo!virig sele·:t agents~ th:::rc '-"-'t.'rt' ?8 rt'pGrts of lj pos51b!e h.:.ss o;' a St'i;:tt 
ager:t. CH' the 28 rr!p·.~rt~. 

~ ·r \VC!ve reports involved ;j iran:ifer in ·\vhich the i:rifin,· '.~hlpincnt of sclet:t 3gcnt:; did not 
occur. 

----······-------··--·-----
1 ·rhr-; ;l;':pon cl·)::s r- 1>: in1.:!l•df rr:pons frorri tht: T~>::l:: ,\&~·1 t..:rii,·~ro;:t;. :no.·!'~tig,?.tivri ·rhe rc-µ<.1r.s w1H be in.;!ud~d :n 
;_:1:; ~rtil::;;I n~pcr. ft1; 200·;. 
; A lvs~ 1:: :.ie-0ne-d :•s?. f~il:trt' ~t) ~Ct•,)Uftl fvr :l ~~k{t agf"nl C•r lo~ ;n. 
~ .:... r~k:l;:t: i:> dei:r1~<l ~~ ~in o.:r•J1"!3tit1r.?.I i:\~"="!~~-ttt' t)i :::k~:->~ <•f d :;el::.;: Jge:it •):- !O>:in fJ'.!t"-.iJc uf the p: i:ri:li)' barri·::~ 
·.:if!/:{" bi(•ix;;i:~·f!:r..::n~ ar~~-

·--·········----------·······-····-------------



Thr:fts. Lesses, or .RclcVic> of Seie~t Agems or fox ins 
February 7, 2003~ to [k•;,:ernber 3 l. 2006 
Page 2 

e ·rr:n rt>port> involved an inventory dis:.:r::pancy '..vhere th~ entity could net arc.:our.l f<;r 
vial~ tcnhtining a S-.:!lect 3gr:nf. Ba·~cd on th:;: invesdgations condta::tt'd by tIHS, Fi~f 1 
l.JSDA I.t~S. or t_!Sf):\ {JlG, the a;:,;ounting disc.:rcp:1ncie~ \Vere determincJ to b::- ~ result 
cf pocr rr:tordkf;t:pinB hy the entitic:;. f-ivc c f~h~~ I 0 rt!por!s involved :.1n app:~rcnt 

n:..>n··;on1plii.inf;~· v·•:~h th~ Scle.;:t 1\gcnt PJ;gu!;:t:of!s T\.\·o :epc.t1s v1t'rt' n.:'ft~rrcd to !-ll1S 
()JG 3nd th;: od1r:r .1 repor:.s v.•cr~ rt:ff;rred ti) USt),\ Jf.S f~-;r fuf!~!'!f invi:stigaticn ~i;:d 
enfor...:cmcr.t. 

s Thr~f: n::port~ :nvo!v;:d a possible h.l'SS '"''here th'! erniiy could not \.·H..:tCn!n~ for :nice 
i;;ft·creti -..vith a select agent. Bi:~cd on the investigatirJn ccndtu.:tr:d by J~flS and the FBf: 
the 1n?ct' v,··~re believed to hi.i:.:<: bc1;·;; canniha1ized by other mite !nth~~ 1.·age or buried 
;;ndtr 1.he b~dding. and auto( laved by 1ni-::ra~v~ by ~he ~nlrnal <;arc st<iff. ·r.,vfJ of the 3 
rc;x:rrs invn!"etl 3n ;ipparl;:'ni non~<;orriph:1nre .;--,fthc Seli:ci Agent R.c:guL1t:t)ns and ... verc 
rt.'ft.'rrcd to !-l~-iS (JlG !~::·r fur(h1:r invc:s~ig~(ion an·.1 ent'i.~r..:1.~n1:.::r.t. 

9 ·r;vn n:pons invvlv;;:d a delay in transfer of a se!c.:t agent. F~)r onr: re0!rt: the d<:lay Wii:-i 

d:;c.: lo a h~rriC\.\nl;:'. fc·r tht• <.ahcr r~pcr1, the d{·~ay \\'~l~ du:: h~ high voh.!!Y!C' of shipn1cnt:; 
relnh~J to the holid?.y Sf:ason. 

• One rep;_;"\ id,~nlified a loss during tr>\Viil. At!er the entity rcport;;:d th~ lo~s of c,dect 
ag:::n~s in trJnsjt d:...:ring irr!portii~io;< i;no :he l)nih~d States, the~ FRI rrat:k-::d th¢ package:; 
~o Jj~·lgiu1n \.vherc the :;clc;..·t ag::nts -.v·::r~: incinerated 

(Jf the 74 rcp.,.lr!s in\<ol'-'ing selc<;t agt'n~:;, !her~: -y..•ere 46 reports regard:ng a possible rclcas;,:i of a 
sc!c:i.:t <:.gent. h i.:; !rnp(~nanl. t<; note tha! none of !ti·~ r¢ported r1:lca':ics \-\··:-:re cnnsidercd by tH-iS or 
t.~Si),~ hJ b~ a thr<:a! lo fJ:JbJic, unima!. or pJan~ heaith. (Jf lhe -l6 n .. 'po1ts· 

19 ·rri~ro;: ·\vcre .5 Ci..lnt"irni<:d rcp·:Jns of rclt'i.2S<:'S ef ;1 scl~i.:1 agent. The·:;c reh:a~t!s ,.., .. .;:n:: 
idcn1iii~d by iHf!c).'=.t.'.'l in 7 L'lbor~rori~n.4;' thi:H h:Jd occurr~d as a ITsull of vv()rking ·..1.;jth 
these 01(.ltcrial~ .. 

• I\vo of(hes.-: r("ports in·,.·ol;:eJ cxpcsur;: co t~c~v,ica.'itle dis.:as~ \·irus (:.:<:Jogcnic) and 
rfs:..:!ted ir. rc•nju;;c.;tivitis. 

• ()ne 0fth:;:se r;:port·; involved expo::;ure of 3 faborn~nrians ro a viruJcr:! strain of 
f'r{J!!CfJet!c: tu!ar.:n:.is. "fhis re5ult<;d frc..1';~ an error in the idt::ntific;~tion c~f th-:: snair:: . 
\"hich :cd tht• l:.sbor::HGrian~~ t..-:• !T!anipu!~lc th~ ~tr~:n ~nder s:osof;:ty Lt·vc:J 2 
c.-:1n.Jiti1..-:n-s, \Vhi~h in ti..!rn fr1ift'd to pr;Jt~f:! ~h~ \vorkcrs ff(·.u;_ po.ssibit" ~H-:ro:,:;ol 
cxpOSU\t' 

file://'/genis
file://'/gcnl
file:///iruy


lhetls, Lc>ss~s. or Rd~;,;;ec, of Select Agent;; or T oxim 
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• Twt> of the reports involved nposurc to Hruce/!a th;;; resuHcd in i!lncs,;. One cf 
'hc::1c t.._..,e rf:por1~~ it!"volved an ;:xposurt~ \\.) '-' vlruh~nl Br:1cflla me!Hensi~ strllin in a 
diagnostii..· l:Jb<;ra:o:). /\s ;.:.,;ith thf; ,l7ra:-rcisel!a tuiart'n5is incident,~ sign:fi<;ant 
factor in this rclt~:J~:.t~ \\:a~. the incorrect idcntifici:Hion i..lftht~ t)rganism. In this ;:as;:, 
prior ~o its identific,1tion <:t~ Bruce!ia: this sirain ':Va;.; h;.:r:dkxi in ~ondirion.5 that did 
nH! protec\ 'the v;.:·rker frorn pot<:!1tial aero:->·:1! exposure. The seccnd n~pot1 !fl\l·:~ived 
the t"xpo~;Hr-:: t~f ;! :aboratori;m to Bri.icelta in a r~search iabnratcry in v~·hich th~ 
r.:: ... ~c;. lni..·i.J~nr invoiving the e:<posure 'Nas not d~terrnined. 

• Jn nll -::.ases, the individual'S in1,'f>Jv~d have re~overed from their iHnt.~sse!",. 

• Tweniy.:.hr<'< r<poMs involved inddenls wh<:rr: a p<»sihle e>.posure of the. s<kct ag<m 
rn~y have O(;,,·urrt~d and r.~edio:al treatment w:;;s.i:; provided a:-, a prec3ution, but tH.l iHnli:·:;se~ 
or oth,:r ':viden·.~~ of infection occ;Jrred. T v .. 'o <.~f !h~: 23 repor1!i involved J.n appart~nt 
n·Jn·cc•mplian«r: of •he Sele.;! .'\gem Rcgulaticons and >'ere referred!•-> HHS OIG for 
further :r:vc:;rigatiof; llfJl~ ent~!r(en1er.t. 

• fcurtr:cn reports in,·olved a release outsid•' the primary barri~r of ceonwirnn<:n!. H·:,wever, 
3f1er th;; inn:stieation wa" condu;:;~d by HHS un<.l USDA Se!~cl Agent l'rof;rnms, it "3S 
det~rmint.'d thQt ;,n oci:upationaf cxposur<.~ Vf::is unlik~:y. 

~ ff_:.;;r rep;.n"t:; ';.:ere detennint~d to not be f)•~c:..:pr,tion~! i:xposi..u:c:; or rele:Jses outside ~h;: 
prim?.ry bnrrh!r of ·:ontainmcr:\ af1er invesligation:: \\'ere i.:ond1;c~~d by the l-H-;S Selt:-'~l 
Agent Prograrn. 

Summurr _..,.._ ____ _ 

!n surnmary, d;e Select t\gen! Progia;n it'"Cei ved 83 repcn:s of Th(:ff, Ll-15~ .. ~~r Reie3se of 3 ;;c!cc~ 

3gicnt ;~;r to:'\ in ht•tv•een Febru~iry 7, ~·.003 .. and f)eccrnbr!r 3 i, 2006. As ;j n::::ult of the f0lh::·11-up 
::1v~stigat:ons c.;ondue:ted by J-II·lS. iJSD.4, :3nd 1h-:: f'f3l regarding th<:st> r~port~. it ·,v~~ detcnnint'd 
~hat rhere Y•i.:'rt·· 

• No con finned thc:fts of a seiecl agent: 
" ~-~o con finned ios:;e$ of a st~l;;>:c.;t ng~nt; and 
• Fi'e ,,,,n(irmd rdeuse> ofa sdcct ag~n!. 

I , 
--------····-------------------- ----------- _____________ , 



Control Number: 5294348

USDA 
iiW 

United States Department of Agriculture 

The Honorable Rosa DeLauro 
Chairwoman 

Office of the Secretary 
Washington, D.C. 20250 

MAY 5 2008 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

The enclosed report is in response to House Report 110-258, which directs the 
Department of Agriculture (USDA) to provide a report for the Food Animal Residue 
Avoidance Databank Program (FARAD) related to the USDA's "long-term plans to 
maintain the critical function that FARAD has provided the U.S. livestock industry from 
accidental or deliberate contamination." 

Similar letters are being sent to Congressman Kingston and Senators Kohl and 
Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



U.S. Department of Agriculture 
Report on Food Animal Residue Avoidance Databank Program through 

Cooperative State Research, Education, and Extension Service 

In response to: 

Food Safety. "The Committee recognizes the contributions that the Food Animal Residue 
Avoidance Databank (FARAD) has made toward ensuring the security of the nation 'sfood 
supply. The Committee is concerned that, although USDA is fully aware of the public reliance 
on the database and its importance in maintaining food safety, it has continued to rely on 
Congress to earmark funds for the initiative, neither requesting funding in its annual budget 
submission nor providing another source for this information, which relates directly to the 
department's core mission. The Committee directs USDA to report to the Committees on 
Appropriations in the House and Senate within 45 days of enactment on its long-term plans to 
maintain the critical function that FARAD has provided in protecting the U.S. livestock industry 
from accidental or deliberate contamination." H. Rpt. 110-258, p.23 

The Cooperative State Research, Education, and Extension Service (CSREES), United States 
Department of Agriculture (USDA), collaborates with institutions of higher learning making up 
the Land-Grant University Systems. The mission of CS REES is to advance knowledge for 
agriculture, the environment, human health and well-being, and communities. CSREES 
accomplishes this by enabling universities and other partner organizations to deliver research, 
extension, and education programs. These three functions, research, education, and extension, 
are authorized by the Hatch Act of 1887, the Smith-Lever Act of 1914, and the National 
Agricultural Research, Extension, and Teaching Policy Act of 1977, among others. Each of 
these pieces of legislation reaffirms that the functions of CS REES are specifically research, 
extension, and education. 

The role of FARAD is to identify, analyze, and distill information from diverse, 
highly-technical scientific literature, and then compile, summarize, and present the information 
as an effective and accessible decision-support tool for use by veterinarians and other food safety 
professionals in both the public and private sectors. Although this undertaking may be valued by 
those served, FARAD was a congressional earmark and was therefore allocated to specific 
institutions rather than through a competitive process. FARAD program managers have not 
sought funding through the competitively awarded Integrated Food Safety Program (Section 
406) that supports research, education, and extension activities. 

While no funds were appropriated for FARAD in 2007, the Food and Drug Administration 
(FDA), Center for Veterinary Medicine provided to CSREES, through a reimbursable agreement, 
$95 8,485 in support of FARAD activities. CS REES provided an additional $35,000 to this effort 
out of general administration funds available to the agency. These funds were awarded to North 
Carolina State University, University of Florida, and University of California, Davis to support 
FARAD activities. No funds were appropriated for FARAD in 2008 nor have funds yet been 
made available through FDA. The Administration's 2009 Budget continues efforts to focus 
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research on competitively awarded programs that are national in scope, while also reducing 
earmarks. This will improve accountability for Federal spending as well as the ability of 
Executive Branch agencies to properly manage funds. 

The Administration seeks to increase funding for competitively awarded programs in the 
National Research Initiative and Section 406 programs in food safety. FARAD program 
managers are encouraged to apply for these funds to support FARAD activities. 



USDA .. 
United States Department of Agriculture 

The Honorable Jack Kingston 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

M' \/ -.. 
1~~ ~ ' . 2008 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-6016 

Dear Congressman Kingston: 

The enclosed report is in response to House Report 110-258, which directs the 
Department of Agriculture (USDA) to provide a report for the Food Animal Residue 
Avoidance Databank Program (FARAD) related to the USDA's "long-term plans to 
maintain the critical function that FARAD has provided the U.S. livestock industry from 
accidental or deliberate contamination." 

Similar letters are being sent to Congresswoman DeLauro and Senators Kohl and 
Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



U.S. Department of Agriculture 
Report on Food Animal Residue Avoidance Databank Program through 

Cooperative State Research, Education, and Extension Service 

In response to: 

Food Safety. "The Committee recognizes the contributions that the Food Animal Residue 
Avoidance Databank (FARAD) has made toward ensuring the security of the nation 'sfood 
supply. The Committee is concerned that, although USDA is fully aware of the public reliance 
on the database and its importance in maintaining food safety, it has continued to rely on 
Congress to earmark funds for the initiative, neither requesting funding in its annual budget 
submission nor providing another source for this information, which relates directly to the 
department's core mission. The Committee directs USDA to report to the Committees on 
Appropriations in the House and Senate within 45 days of enactment on its long-term plans to 
maintain the critical function that FARAD has provided in protecting the U.S. livestock industry 
from accidental or deliberate contamination." H. Rpt. 110-258, p. 23 

The Cooperative State Research, Education, and Extension Service (CSREES), United States 
Department of Agriculture (USDA), collaborates with institutions of higher learning making up 
the Land-Grant University Systems. The mission of CSREES is to advance knowledge for 
agriculture, the environment, human health and well-being, and communities. CSREES 
accomplishes this by enabling universities and other partner organizations to deliver research, 
extension, and education programs. These three functions, research, education, and extension, 
are authorized by the Hatch Act of 1887, the Smith-Lever Act of 1914, and the National 
Agricultural Research, Extension, and Teaching Policy Act of 1977, among others. Each of 
these pieces of legislation reaffirms that the functions of CSREES are specifically research, 
extension, and education. 

The role of FARAD is to identify, analyze, and distill information from diverse, 
highly-technical scientific literature, and then compile, summarize, and present the information 
as an effective and accessible decision-support tool for use by veterinarians and other food safety 
professionals in both the public and private sectors. Although this undertaking may be valued by 
those served, FARAD was a congressional earmark and was therefore allocated to specific 
institutions rather than through a competitive process. FARAD program managers have not 
sought funding through the competitively awarded Integrated Food Safety Program (Section 
406) that supports research, education, and extension activities. 

While no funds were appropriated for FARAD in 2007, the Food and Drug Administration 
(FDA), Center for Veterinary Medicine provided to CSREES, through a reimbursable agreement, 
$958,485 in support of FARAD activities. CSREES provided an additional $35,000 to this effort 
out of general administration funds available to the agency. These funds were awarded to North 
Carolina State University, University of Florida, and University of California, Davis to support 
FARAD activities. No funds were appropriated for FARAD in 2008 nor have funds yet been 
made available through FDA. The Administration's 2009 Budget continues efforts to focus 
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research on competitively awarded programs that are national in scope, while also reducing 
earmarks. This will improve accountability for Federal spending as well as the ability of 
Executive Branch agencies to properly manage funds. 

The Administration seeks to increase funding for competitively awarded programs in the 
National Research Initiative and Section 406 programs in food safety. FARAD program 
managers are encouraged to apply for these funds to support FARAD activities. 



The Honorable Herbert Kohl 
Chairman 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

MAY 5 2008 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

The enclosed report is in response to House Report 110-258, which directs the 
Department of Agriculture (USDA) to provide a report for the Food Animal Residue 
Avoidance Databank Program (FARAD) related to the USDA's "long-term plans to 
maintain the critical function that FARAD has provided the U.S. livestock industry from 
accidental or deliberate contamination." 

Similar letters are being sent to Senator Bennett, Congresswoman DeLauro, and 
Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



U.S. Department of Agriculture 
Report on Food Animal Residue Avoidance Databank Program through 

Cooperative State Research, Education, and Extension Service 

In response to: 

Food Safety. "The Committee recognizes the contributions that the Food Animal Residue 
Avoidance Databank (FARAD) has made toward ensuring the security of the nation 'sfood 
supply. The Committee is concerned that, although USDA is fully aware of the public reliance 
on the database and its importance in maintainingfood safety, it has continued to rely on 
Congress to earmarkfundsfor the initiative, neither requesting funding in its annual budget 
submission nor providing another source for this information, which relates directly to the 
department's core mission. The Committee directs USDA to report to the Committees on 
Appropriations in the House and Senate within 45 days of enactment on its long-term plans to 
maintain the critical function that FARAD has provided in protecting the U.S. livestock industry 
from accidental or deliberate contamination." H. Rpt. 110-258, p.23 

The Cooperative State Research, Education, and Extension Service (CSREES), United States 
Department of Agriculture (USDA), collaborates with institutions of higher learning making up 
the Land-Grant University Systems. The mission of CSREES is to advance knowledge for 
agriculture, the environment, human health and well-being, and communities. CSREES 
accomplishes this by enabling universities and other partner organizations to deliver research, 
extension, and education programs. These three functions, research, education, and extension, 
are authorized by the Hatch Act of 1887, the Smith-Lever Act of 1914, and the National 
Agricultural Research, Extension, and Teaching Policy Act of 1977, among others. Each of 
these pieces of legislation reaffirms that the functions of CS REES are specifically research, 
extension, and education. 

The role of FARAD is to identify, analyze, and distill information from diverse, 
highly-technical scientific literature, and then compile, summarize, and present the information 
as an effective and accessible decision-support tool for use by veterinarians and other food safety 
professionals in both the public and private sectors. Although this undertaking may be valued by 
those served, FARAD was a congressional earmark and was therefore allocated to specific 
institutions rather than through a competitive process. FARAD program managers have not 
sought funding through the competitively awarded Integrated Food Safety Program (Section 
406) that supports research, education, and extension activities. 

While no funds were appropriated for FARAD in 2007, the Food and Drug Administration 
(FDA), Center for Veterinary Medicine provided to CSREES, through a reimbursable agreement, 
$958,485 in support of FARAD activities. CS REES provided an additional $35,000 to this effort 
out of general administration funds available to the agency. These funds were awarded to North 
Carolina State University, University of Florida, and University of California, Davis to support 
FARAD activities. No funds were appropriated for FARAD in 2008 nor have funds yet been 
made available through FDA. The Administration's 2009 Budget continues efforts to focus 
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research on competitively awarded programs that are national in scope, while also reducing 
earmarks. This will improve accountability for Federal spending as well as the ability of 
Executive Branch agencies to properly manage funds. 

The Administration seeks to increase funding for competitively awarded programs in the 
National Research Initiative and Section 406 programs in food safety. FARAD program 
managers are encouraged to apply for these funds to support FARAD activities. 



USDA 
iillm 

United States Department of Agriculture 

The Honorable Robert Bennett 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

MAY 5 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Bennett: 

The enclosed report is in response to House Report 110-258, which directs the 
Department of Agriculture (USDA) to provide a report for the Food Animal Residue 
Avoidance Databank Program (FARAD) related to USDA's "'long-term plans to maintain 
the critical function that FARAD has provided the U.S. livestock industry from accidental 
or deliberate contamination." 

Similar letters are being sent to Senator Kohl, Congresswoman DeLauro, and 
Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



U.S. Department of Agriculture 
Report on Food Animal Residue Avoidance Databank Program through 

Cooperative State Research, Education, and Extension Service 

In response to: 

Food Safety. "The Committee recognizes the contributions that the Food Animal Residue 
Avoidance Databank (FARAD) has made toward ensuring the security of the nation 'sfood 
supply. The Committee is concerned that, although USDA is fully aware of the public reliance 
on the database and its importance in maintainingfood safety, it has continued to rely on 
Congress to earmark funds for the initiative, neither requesting funding in its annual budget 
submission nor providing another source for this information, which relates directly to the 
department's core mission. The Committee directs USDA to report to the Committees on 
Appropriations in the House and Senate within 45 days of enactment on its long-term plans to 
maintain the critical function that FARAD has provided in protecting the US. livestock industry 
from accidental or deliberate contamination." H. Rpt. 110-258, p.23 

The Cooperative State Research, Education, and Extension Service (CSREES), United States 
Department of Agriculture (USDA), collaborates with institutions of higher learning making up 
the Land-Grant University Systems. The mission of CS REES is to advance knowledge for 
agriculture, the environment, human health and well-being, and communities. CSREES 
accomplishes this by enabling universities and other partner organizations to deliver research, 
extension, and education programs. These three functions, research, education, and extension, 
are authorized by the Hatch Act of 1887, the Smith-Lever Act of 1914, and the National 
Agricultural Research, Extension, and Teaching Policy Act of 1977, among others. Each of 
these pieces of legislation reaffirms that the functions of CSREES are specifically research, 
extension, and education. 

The role of FARAD is to identify, analyze, and distill information from diverse, 
highly-technical scientific literature, and then compile, summarize, and present the information 
as an effective and accessible decision-support tool for use by veterinarians and other food safety 
professionals in both the public and private sectors. Although this undertaking may be valued by 
those served, FARAD was a congressional earmark and was therefore allocated to specific 
institutions rather than through a competitive process. FARAD program managers have not 
sought funding through the competitively awarded Integrated Food Safety Program (Section 
406) that supports research, education, and extension activities. 

While no funds were appropriated for FARAD in 2007, the Food and Drug Administration 
(FDA), Center for Veterinary Medicine provided to CSREES, through a reimbursable agreement, 
$958,485 in support of FARAD activities. CSREES provided an additional $35,000 to this effort 
out of general administration funds available to the agency. These funds were awarded to North 
Carolina State University, University of Florida, and University of California, Davis to support 
FARAD activities. No funds were appropriated for FARAD in 2008 nor have funds yet been 
made available through FDA. The Administration's 2009 Budget continues efforts to focus 
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research on competitively awarded programs that are national in scope, while also reducing 
earmarks. This will improve accountability for Federal spending as well as the ability of 
Executive Branch agencies to properly manage funds. 

The Administration seeks to increase funding for competitively awarded programs in the 
National Research Initiative and Section 406 programs in food safety. FARAD program 
managers are encouraged to apply for these funds to support FARAD activities. 



Control Number: 5322430

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Honorable Tom Davis 
Ranking Member 
Committee on Oversight and Government Reform 
U.S. House of Representatives 
B-350A Rayburn House Office Building 
Washington, D.C. 20515-4611 

Dear Congressman Davis: 

APR 1 4 2008 

In accordance with Section 647(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. No competitive sourcing studies were 
completed in FY 2007. Several feasibility studies are also ongoing that may lead to competitions 
in FY 2008. USDA estimates these competitions will include approximately 691 FTE. See 
Enclosure A for additional information regarding announced competitions without performance 
decisions. 

USDA continues to use competitive sourcing as a management tool to improve the 
effectiveness of its workforce. An example is the Forest Service (FS) public-private competition 
of Information Technology services completed in FY 2005 which is projected to save 
$146.7 million over five years. As a result of this competition, FS realized actual savings of 
$21.6 million in FY 2007 and $56.8 million in cumulative savings since FY 2005. See 
Enclosure B for additional information regarding completed competitions. 

USDA continues to implement the Competitive Sourcing Initiative as part of the 
President's Management Agenda in a fair and equitable manner, focusing on broader, more 
strategic groupings of related functional areas. 

An Equal Opportunity Employer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which prohibits competitive sourcing activity for rural 
development or farm loan support personnel. In addition, the prohibitor in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcing should also be eliminated. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Sincerely, 

Secretary 

Enclosures 



USDA -
United States Department of Agriculture 

The Honorable Henry A. Waxman 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

Committee on Oversight and Government Reform 
U.S. House of Representatives 
2157 Rayburn House Office Building 
Washington, D.C. 20515-6143 

Dear Mr. Chairman: 

In accordance with Section 647(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146.7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping ofrelated functional areas. 

An Equal Opportunity Employer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcing. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Sincerely, 

Secretary 

Enclosures 



The Honorable Thad Cochran 
Ranking Member 
Committee on Appropriations 
United States Senate 
S- l 46A Capitol Building 
Washington, D.C. 20510 

Dear Senator Cochran: 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

In accordance with Section 647(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity E111>loyer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcing. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Sincerely, 

Secretary 

Enclosures 



The Honorable Robert C. Byrd 
Chairman 
Committee on Appropriations 
United States Senate 
S-131 Capitol Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

In accordance with Section 64 7(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity E~loyer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcmg. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

The Honorable Jerry Lewis 
Ranking Member 
Committee on Appropriations 
U.S. House of Representatives 
I 016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Lewis: 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

In accordance with Section 64 7(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity Employer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcmg. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable David R. Obey 
Chairman 
Committee on Appropriations 
U.S. House of Representatives 
H-218 Capitol Building 
Washington. D.C. 20515 

Dear Mr. Chairman: 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 7008 

In accordance with Section 647(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping ofrelated functional areas. 

An Equal Opportunity Er11>loyer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcmg. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

The Honorable Robert F. Bennett 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-4403 

Dear Senator Bennett: 

In accordance with Section 64 7(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity Employer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcmg. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

The Honorable Herb Kohl 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

In accordance with Section 647(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity Employer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcing. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Honorable Jack Kingston 
Ranking Member 
Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
U.S. House of Representatives 
I 016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

APR I 4 2008 

In accordance with Section 647(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity Employer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcmg. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Honorable Rosa L. DeLauro 
Chairwoman 
Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

APR 1 4 200~ 

Jn accordance with Section 647(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity Employer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcing. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

The Honorable Saxby Chambliss 
Ranking Member 
Committee on Agriculture, Nutrition, 
and Forestry 

United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Senator Chambliss: 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

In accordance with Section 647(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity Employer 



The Honorable Saxby Chambliss 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcmg. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Sincerely, 

Secretary 

Enclosures 



USDA -
United States Department of Agriculture 

The Honorable Tom Harkin 
Chairman 
Committee on Agriculture, Nutrition, 
and Forestry 

United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

In accordance with Section 64 7(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity Employer 



The Honorable Tom Harkin 
Page 2 

However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcmg. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Sincerely, 

Secretary 

Enclosures 



USDA -
United States Department of Agriculture 

The Honorable Bob Goodlatte 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 
1305 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Goodlatte: 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

In accordance with Section 64 7(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146.7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity Employer 



The Honorable Bob Goodlatte 
Page 2 

However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcing. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agrk:ulture 

The Honorable Collin C. Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 
1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

In accordance with Section 647(b) of Division F of the Consolidated Appropriations Act, 
fiscal year (FY) 2004, P.L. 108-199, the Department of Agriculture's (USDA) Report to 
Congress on FY 2007 Competitive Sourcing Efforts is enclosed. 

In FY 2007, USDA announced two competitive sourcing studies for 129 full-time 
equivalent employees (FTE) that are still ongoing. Several feasibility studies are also ongoing 
that may lead to competitions in FY 2008. USDA estimates these competitions will include 
approximately 691 FTE. See Enclosure A for additional information regarding announced 
competitions without performance decisions. 

USDA continues to use competitive sourcing as a management tool to achieve positive 
results. An example is the Forest Service (FS) public-private competition of Information 
Technology services, which is projected to save $146. 7 million over five years. As a result of 
this competition, FS realized actual savings of $21.5 million in FY 2007 and $56. 7 million 
cumulative savings since FY 2005. See Enclosure B for additional information regarding 
completed competitions. 

USDA continues to implement the President's Competitive Sourcing Initiative in a fair and 
equitable manner, reflecting a broader, more strategic grouping of related functional areas. 

An Equal Opportunity Employer 
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However, to sustain continued progress, we urge the elimination of the restrictive language 
in the Agriculture Appropriations acts, which currently prohibits competitive sourcing activity 
for rural development or farm loan support personnel, as well as the cap in the Interior 
Appropriations Act that restricts the amount of resources the FS may spend on competitive 
sourcing. 

If you have any questions or need additional information, please contact 
Charles R. Christopherson, Jr., Chief Financial Officer at (202) 720-5539. 

Sincerely, 

Secretary 

Enclosures 



Control Number: 5330441

USDA -
United States Department of Agriculture 

The Honorable Jack Kingston 

Office of the Secretary 
Washington, D.C. 20250 

NOV 0 6 2008 

Ranking Member, Subcommittee on Agriculture, 
Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-6016 

Dear Congressman Kingston: 

The enclosed report is in response to House Report 110-258, accompanying the 
2008 Appropriation Act, which directs the Department of Agriculture (USDA) to provide 
a report related to the development plan that addresses injuries and deaths of minors in 
agriculture. USDA and the U.S. Department of Labor have collaborated to address these 
issues which are outlined in the report. 

A copy of this report will be sent to Senators Kohl and Bennett and 
Congresswoman DeLauro. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Honorable Rosa DeLauro 
Chairwoman, Subcommittee on Agriculture, 

Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

NOV 0 6 2008 

The enclosed report is in response to House Report 110-258, accompanying the 
2008 Appropriation Act, which directs the Department of Agriculture (USDA) to provide 
a report related to the development plan that addresses injuries and deaths of minors in 
agriculture. USDA and the U.S. Department of Labor have collaborated to address these 
issues which are outlined in the report. 

A copy of this report will be sent to Senators Kohl and Bennett and 
Congressman Kingston. 

i '. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity E111>loyer 



United States Department of Agriculture 

The Honorable Robert F. Bennett 

Office of the Secretary 
Washington, D.C. 20250 

NOV 0 6 2008 

Ranking Member, Subcommittee on Agriculture, 
Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Bennett: 

The enclosed report is in response to House Report 110-258, accompanying the 
2008 Appropriation Act, which directs the Department of Agriculture (USDA) to provide 
a report related to the development plan that addresses injuries and deaths of minors in 
agriculture. USDA and the U.S. Department of Labor have collaborated to address these 
issues which are outlined in the report. 

A copy of this report will be sent to Senator Kohl, Congresswoman DeLauro, and 
Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Honorable Herbert Kohl 
Chairman, Subcommittee on Agriculture, 

Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

NO\J () 6 'l.008 

The enclosed report is in response to House Report 110-258, accompanying the 
2008 Appropriation Act, which directs the Department of Agriculture (USDA) to provide 
a report related to the development plan that addresses injuries and deaths of minors in 
agriculture. USDA and the U.S. Department of Labor have collaborated to address these 
issues which are outlined in the report. 

A copy of this report will be sent to Senator Bennett, Congresswoman DeLauro, 
and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



U.S. Department of Agriculture Report to Congress: 
Minors in Agriculture 

October 2008 

The fiscal year 2008 Agricultural Appropriations House Report 110 -258 included in the 
Office of the Secretary of Agriculture a Congressional Directive regarding injuries and 
fatalities to minors: The committee directs the Secretary of USDA, in collaboration with 
the Secretary of Labor, to develop a plan to address injuries and deaths of minors in 
agriculture and to submit the plan to the Committee by March 1, 2008. 

The U.S. Department of Labor (USDOL) Report to Congress: Youth Employment in the 
Agricultural Industry, in response to House Report 108-10 for fiscal year 2003, describes 
Federal and State restrictions on the employment of youth in agriculture, and steps the 
USDOL has taken to promote positive and safe work experiences for young farmworkers. 
The overall picture of youth employment in agriculture presented by this report remains 
accurate and relevant. As stated in the USDOL report, over 40 percent of occupational 
fatalities among youth occur in agriculture. Ninety percent of these fatalities occur on 
farms with 10 or fewer employees not on large-scale corporate farms. More than half of 
the youth fatalities in agriculture occur to youth employed on family farms. 

The Centers for Disease Control, National Institute of Occupational Safety and Health 
(NIOSH), reported 310 work-related deaths among youth less than 20 years of age from 
1992 through 2002 in the agriculture production sector. 1 This compares to 1,958 total 
fatalities for all workers less than 20 years of age for the same time period. Although the 
number of agricultural production fatalities among youth has shown a general downward 
trend over this time period, the fatality rates for young workers in agriculture production 
were higher than for young workers in all industries by a factor of 3.6. Fifteen year olds 
had the highest fatality rates. In the crop production sector, 15 year old workers had a 
fatality rate 6 times that of all 15 year old workers. An analysis of 695 total farm-related 
youth fatalities from 1995-2000 revealed an average annual fatality rate of 9.3 fatalities 
per 100,000 youths. Males accounted for 80 percent of those fatalities. The most 
prevalent causes of death were machinery (25 percent) and motor vehicle (17 percent). 1 

The National Agricultural Statistics Survey (NASS) reported that in 2001, there were 
22,648 agricultural-related injuries that occurred to children and adolescents under the 
age of 20 who lived on, worked on, or visited a farm operation. Thirty-seven percent of 
these injuries, approximately 8,380, were classified as work-related. Most of these 
injuries, 74.4 percent, happened to youth who were part of the farm household. 

1 Goldcamp, M., et al, Farm fatalities to youth 1995-2000: A comparison by age groups. Safety Research 
2004;35(2): 151-7. 



Approximately 32 percent happened to children under the age of 10, about 49 percent to 
children age 10-15, and 19 percent to adolescents age 16-19.2 NIOSH reported that in 
2006, a period five years later, an estimated 23, 100 children and adolescents were injured 
on farms; 5,800 of these injuries due to farm work.3 

Federal funds were appropriated to USDA beginning in fiscal year 2001 to develop new 
curriculum and instructor training for youth farm safety education and certification. A 
new training curriculum has been developed and implemented as a result of these efforts. 
Significant changes in agricultural production and in the agricultural workforce, as well 
as the high number of incidents of injuries and deaths associated with agriculture 
employment, have resulted in USDA and USDOL collaboration to revitalize the 
certification process, develop appropriate training, and review the restrictions concerning 
youth employment in hazardous agricultural jobs. The program is authorized under the 
Smith-Lever Act of May 8, 1914, as amended, (7 U.S.C. 341 et seq.) with funding under 
Section 3(d) of the Smith-Lever Act (7 U.S.C. 343(d)) line item for Youth Farm Safety 
Education and Certification. 

The information summarized in USDOL's Report to Congress: Youth Employment in the 
Agricultural Industry, in response to House Report 108-10 for fiscal year 2003, 
demonstrates the challenges and complexities of youth employment in agriculture. That 
report notes that approximately 90 percent of occupational fatalities among youth in the 
agricultural industry occur on farms with 10 or fewer employees and more than half 
occur on family farms. 

The following plan identifies specific joint activities and actions the USDA and the 
USDOL participate in to address injuries and fatalities to minors in agriculture. 

Lead Agency USDA 

GOAL: Support national efforts to deliver timely, pertinent, and appropriate 
training to youth actively working in agricultural production. 

OBJECTIVE 1. Support existing Agricultural Hazardous Occupation Order 
(AgHO) by updating and assessing curricula, testing procedures, and certification 
means. 

• Convene focus groups to determine competencies, skills, and 
certification requirements 

• Develop minimum core content for certification curriculum 

• Develop and test pilot a curriculum for training youth for certification 

2 National Agricultural Statistics Service, Agricultural Statistics Board, U.S. Department of Agricultural 
200 I Childhood Agricultural-Related Injuries. 

3 National Institute for Occupational Safety and Health, Agricultural Safety, March 17, 2008. 
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• Determine instructor qualifications required for training and certifying 
youth 

• Conduct training of instructors in educating and certifying youth 

• Develop and implement a tracking and database system for certified 
youth, instructors, training resources, and exams 

• Establish and implement an administrative management system for 
approval of current and new curriculum, testing, and certification 
requirements 

• Develop a national awareness campaign on training and certification 
requirements of youth employed in agriculture 

OBJECTIVE 2. Encourage stakeholder involvement and conduct studies to 
support policy and program development of AgHO. 

• Implement a steering committee of USDA/USDOL, other Federal 
agencies, academia, agricultural and youth organizations to identify 
priorities for youth farm safety education and the certification program 

• Create a national profile of the characteristics of the employers of 
youth, work responsibilities, and employer's perceptions of most 
desirable skills in youth employees 

• Identify youth employees' current skills and training 

OBJECTIVE 3. Develop programs to mitigate agricultural hazards to young 
workers, regardless of knowledge, experience, ability, ethnicity, or culture. 4 

• Develop a graphics-based curriculum for youth with limited language 
or literacy skills 

• Develop a youth livestock safety education project 

• Develop an Anabaptist youth farm safety program 

• Evaluate curriculum for use with African American youth seeking 
certification 

4 Youth have a wide range of knowledge and experience with agricultural equipment. For example, 
Anabaptist youth may be exposed to different hazards and have restrictions on teaching curriculum based 
on culture. This goal will evaluate curriculum with various groups to ensure there is not ethnic bias. 

3 



• Develop a user-friendly database of agricultural tasks for children 
using the North American Guidelines for Childhood Agricultural 
Tasks 

Lead Agency USDOL 

GOAL: Review, revise, and enforce agricultural youth employment Federal 
regulations 

The Federal youth employment provisions serve as a platform from which young people 
can explore the world of work. As noted in the USDOL 2003 Report to Congress, 
USDOL promotes compliance with youth employment standards in agriculture by 
balancing its resources among targeted and complaint-based enforcement, comprehensive 
compliance assistance activities, and constructive partnerships. All compliance-related 
activities listed in that Report continue to serve the Department well. In addition, the 
Wage and Hour Division's 2008 and 2009 Performance Plans continue to place 
enforcement emphasis in low-wage industries, including those that employ youth, 
immigrant populations, and farmworkers. Reducing agricultural injuries and deaths of 
young workers is a complex problem that will require time and many strategies to 
address. The combined efforts of many agencies appear to be making an important 
difference. NIOSH reports that the total number of youths injured on farms has 
decreased from 37,800 in 1998 to 27,600 in 2004. For that same time period, the number 
of farm work-related youth injuries decreased 51 percent from 16,695 to 8, 130. 

Also as mentioned in the Report, USDOL provided funds to the NIOSH to conduct a 
comprehensive review of scientific literature and available data in order to assess current 
workplace hazards and the adequacy of the current youth employment Hazardous 
Occupations Orders to address them. This study was commissioned to provide USDOL 
with another tool to use in its ongoing review of the youth employment provisions, and of 
the hazardous occupations orders in particular. The report, entitled National Institute for 
Occupational Safety and Health (NJOSH) Recommendations to the US. Department of 
Labor for Changes to Hazardous Orders, was issued in July of 2002. The NIOSH 
Report, which is available for review on the USDOL's YouthRules! Web site at 
http://www.youthrules.dol.gov/resources.htm, makes 11 recommendations concerning the 
existing AgHO. USDOL has held stakeholder meetings on the NIOSH AgHO 
recommendations and is continuing to review them for potential rulemaking. USDA 
continues to provide input in this review. 

It is important to note that the Fair Labor Standards Act contains a complete exemption 
from the child labor provisions for the employment of a child in agriculture on a farm 
owned or operated by a parent of that child. Such children-who as a class experience 
more than half of the occupational deaths of young workers on farms-can perform any 
work, at any age, on such a farm. Accordingly, USDOL has traditionally looked to 
methods other than enforcement to help young farmworkers on family farms enjoy safe 
and positive work experiences. These methods include compliance assistance materials 
emphasizing occupational safety and health; partnering with parents, employers, 

4 
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advocacy groups, other government agencies, and academia; and contributing to the 
development and dissemination of "age-appropriate" task standards that parents can use 
to measure the capabilities of their children. 

Partnership efforts that have been particularly productive include USDOL's sponsorship 
of, and participation in, the Federal Network for Young Worker Safety and Health 
(FedNet). FedNet is an informal association of about 14 different Federal agencies who 
meet with the purpose of preventing occupational injuries and illness among workers 
from age 14 through 24. The Wage and Hour Division has also reached out to Anabaptist 
communities throughout the country to help them better understand the Federal youth 
employment provisions and keep their young workers safe. These communities have 
demonstrated a strong desire to both protect their young workers and comply with youth 
employment provisions. Compliance assistance materials prepared by FedNet, including 
a guide for landscape workers and information about working out of doors have been 
posted on the OSHA Web site designed for teen workers 
(http://www.osha.gov/SLTC/teenworkers/index.html). FedNet has also become an 
important vehicle for reminding participating federal agencies to keep young workers in 
mind, including those employed in agriculture, when developing strategic plans. 

Collaborate with other Federal Agencies 

Collaboration with other Federal agencies with dedicated resources and authorities 
targeted at addressing injuries to minors in agriculture is critical. NIOSH has 
approximately 60 full-time equivalents working on agriculture. 5 USDA and USDOL 
both actively participate in the NIOSH led Federal Interagency Work Group on 
Preventing Childhood Agricultural Injuries. The major issues in relation to child labor 
identified by NIOSH and stakeholders were traumatic and cumulative injuries related to 
farming activities. These activities included living on, working on, and visiting a farm.3 

NIOSH provides funding to the National Children's Center for Rural and Agricultural 
Health and Safety, in Marshfield, Wisconsin. USDA and USDOL have participated in 
stakeholder workshops led by this center to develop the following action plans: 

Children and Agriculture National Action Plan 1996 
Goal: maximize the safety and health of all children and adolescents who 
may be exposed to agricultural hazards. Established 13 objectives and 43 
recommended action steps proposed by committee members. 

2001 Summit on Childhood Agricultural Injury Prevention 
Goal: to propose specific injury prevention strategies based on knowledge 
gained from research and interventions undertaken since the endorsement 
of the 1996 National Action Plan, Children and Agriculture: 
Opportunities for Safety and Health. The stakeholder group produced 
plans for a coordinated, comprehensive effort to prevent agricultural
related injuries among children and adolescents who live on, visit, and/or 
work on farms and ranches. 

5 Agriculture, Forestry, and Fishing Research at NIOSH, 2008, National Academies Press, Washington, 
DC. 

5 
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Migrant and Seasonal Hired Adolescent Farmworkers: A plan to improve working 
conditions. 

Stakeholder group made recommendations for preventing or reducing 
agricultural work hazards that affect the health and safety of adolescent 
farmworkers, 12-17 years old. 

USDA and USDOL will continue to work with NIOSH and the National Children's 
Center for Rural and Agricultural Health and Safety to identify research priorities, and 
promote intervention and outreach activities. 

6 



Control Number: 5338904

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

MAR 2 7 2008 

The Honorable Rosa DeLauro 
Chairwoman, Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
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1. Introduction 

The United States Department of Agriculture's (USDA) Animal and Plant Health Inspection 
Service's (APHIS) international activities are an increasingly important component of the 
Agency's overall strategy to protect U.S. agricultural and natural resources from foreign pest and 
disease threats. These threats include the spread of trans boundary animal diseases, emerging 
zoonotic diseases that pose public health threats, and invasive terrestrial and aquatic plant and 
animal species. 

Safeguarding U.S. resources in today's increasingly interconnected world of trade, travel, and 
communications requires integrated strategies and international cooperation. To manage 
agricultural threats at their points of origin, APHIS positions technical experts in key overseas 
locations to work with foreign governments to monitor and respond to pest and disease risks, 
prevent pests and diseases from spreading to the United States, and promote safe science-based 
trade. 

This Strategic Plan describes APHIS' priorities and strategies for its international activities for 
2008 through 2013. This strategic plan describes APHIS' priorities and strategies for its 
international activities for 2008 through 2013. It complements APHIS' Strategic Plan, which is 
available on line at http://www.aphis.usda.gov/about_aphis/strategic_plan.shtml (and discussed 
below in Section 2 regarding APHIS' mission). Both plans support USDA's Strategic Plan (for 
2005 to 20 I 0), which is available at http://www.ocfo.usda.gov/usdasp/sp2005/sp2005. pdf. The 
priorities outlined in the APHIS international plan support the following USDA strategic goals 
and objectives: 

• Strategic Goal 1: Enhance International Competitiveness of American Agriculture: 
particularly Objective 1.3: Improved Sanitary And Phytosanitary (SPS) System To 
Facilitate Agricultural Trade 

• Strategic Goal 4: Enhance Protection and Safety of the Nation's Agriculture and Food 
Supply: particularly Objective 4.2: Reduce The Number And Severity Of Agricultural 
Pest And Disease Outbreaks 

To support USDA's Goal I, APHIS helps resolve SPS trade barriers by working with foreign 
counterparts to eliminate unjustified SPS measures; negotiate science-based import requirements 
and standards; and intervene to release U.S. shipments held at foreign ports due to SPS related 
concerns. The Agency's efforts are key to protecting and expanding U.S. access to foreign 
markets worth millions of dollars in agricultural trade annually. To monitor our progress, 
APHIS tracks the value of facilitated trade and markets expanded, retained, and newly opened 
and facilitate trade. 

To support USDA's Goal 4, APHIS carries out activities such as controlling and eradicating 
pests and diseases, monitoring and responding to highly pathogenic avian influenza, monitoring 
offshore pests and diseases, pre-clearing foreign commodities, and providing capacity building 
and technical assistance. To monitor our progress, APHIS tracks the number of foreign animal 
disease incidents in the United States. 

http://www.aphis.usda.gov/about_aphis/strategic_plan.shtml
http://www.ocfo.usda.gov/usdasp/sp2005/sp2005.pdf
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2. Mission 

- ---------------

APHIS' core mission is to protect the health and value of U.S. agricultural, natural, and other 
resources. APHIS' vision is to: 

"Build and maintain a world-class system that safeguards the health of animals, plants, 
and ecosystems in the United States and fosters safe agricultural trade worldwide, 
resulting in abundant and affordable agricultural products for US. consumers and the 
rest of the world" 

The Agency's overall Strategic Plan for 2007 to 2012 establishes four mission priorities: 

1. Strengthening our safeguarding system domestically and in other countries; 
2. Strengthening emergency response preparedness; 
3. Facilitating safe agricultural trade through international standard-setting and effective 

management of sanitary (animal health) and phytosanitary (plant health) issues (SPS); and, 
4. Enhancing the well-being of animals covered by the Animal Welfare Act and the Horse 

Protection Act. 

Most of APHIS' international activities specifically support the first and third priorities. First, to 
strengthen the U.S. safeguarding system, the Agency will work with other countries on key pest 
and disease control projects, including activities to identify and reduce highly pathogenic avian 
influenza (HP AI) threats overseas. The Agency will also continue its preclearance activities, 
control and eradication programs for screwworms and fruit flies, and other international 
surveillance and control programs. Second, to facilitate safe agricultural trade, the Agency will 
work with other countries to establish practical, science-based global standards to ensure safe 
and fair trade conditions, assist other countries in implementing risk reduction activities; and, 
develop and implement strategies to remove unjustified SPS barriers to U.S. agricultural exports. 
In short, the Agency will continue to conduct safeguarding work in other countries, resolve SPS 
trade barriers, and work with standard-setting organizations. 

3. Challenges 

World Trade and Travel - Global trends, particularly international trade, continue to challenge 
and pressure animal and plant protection services around the world, including APHIS. 
Agricultural imports into the United States over the past 15 years have increased significantly. 
This growing trade volume and increased passenger travel puts significant demands on 
inspection of cargo and baggage at U.S. ports of entry. Border controls by themselves do not 
adequately protect U.S. agriculture against foreign plant pests and diseases. The APHIS 
Strategic Plan calls for an increased focus on managing pest and disease risks at their points of 
origin. This offshore strategy is fully consistent with the U.S. Government's efforts to improve 
import safety for consumer goods. Furthermore, recent expansion of commerce with developing 
countries in Africa, Asia, and Latin America poses significant new threats with regard to exotic 
diseases, plant pests, and invasive species because these countries' regulatory infrastructures are 
often minimal. 
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Emerging and Threatening Diseases and Pests - The outbreak of a virulent strain of HP AI is a 
recent example of a high-profile emergent zoonotic risk that has required considerable focus and 
international leadership by the United States. However, other transboundary animal diseases and 
plant pest risks also require vigilance and strategic preparedness. These include foot-and-mouth 
disease in Latin America, classical swine fever in the Caribbean, fruit flies in Central America, 
and screwworm in Central and South America. APHIS must be prepared to respond to new 
diseases and pests while protecting the United States from already identified threats. 

Unjustified SPS Trade Barriers - Agricultural trade barriers continue to be significant constraints 
in accessing markets in Asia, Europe, Latin America, and the Middle East. While APHIS has 
made great progress in regaining markets lost because of bovine spongiform encephalopathy 
(BSE) and in improving trading partners' requirements related to avian influenza, problems are 
likely to continue to occur when new diseases or pests emerge. APHIS is committed to 
regaining lost markets for the full range of commodities affected by BSE as well as markets for 
other commodities facing unjustified agricultural trade restrictions. This requires substantial 
technical dialogue with a wide range of countries and taking an active role in developing and 
applying international animal and plant health standards in trade. 

Free Trade Agreements - Historic numbers of bilateral free trade agreements and expanding 
outlets for U.S. grain, horticultural, and livestock products require effective responses by APHIS. 
USDA's Foreign Agricultural Service (FAS) plans to intensify enforcement of U.S. trade access 
requirements under the new trade treaties, including rights under SPS agreements. FAS relies 
extensively on APHIS expertise and regulatory authority to evaluate foreign SPS measures 
around the world, enforce U.S. SPS trade rights, and resolve SPS trade barrier issues. 

New Issues Impacting Trade - Over the next 5 years, APHIS will see growth in issues such as 
biosecurity, plant health, animal welfare, biotechnology, and aquatic species regulation. These 
will create additional hurdles for U.S. agricultural exports. Because of APHIS' responsibilities 
for biotechnology regulation, animal care, and other on-farm regulatory issues, effectively 
overcoming these obstacles requires the Agency's technical engagement and strategic response. 
For example, many countries are following the lead of the European Union in requiring that 
livestock products meet on-farm production requirements. The U.S. meat safety system, by 
contrast, focuses on the slaughterhouse and has little or no on-farm regulation. These 
developments require close vigilance and involvement. 

Biotechnology Exports - The United States is a primary exporter of agricultural biotechnology 
commodities. Barriers to such exports arise due to concerns about product safety, asynchronous 
approvals of specific products between the United States and importing countries, or public 
perception or consumer preferences unrelated to product safety. FAS is the primary USDA 
agency working to resolve these barriers, but APHIS plays a crucial role by providing FAS with 
technical and regulatory expertise. 
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Developing Countries - Developed countries are mature markets for U.S. exports, meaning that 
they have only limited potential for future growth. The markets with the greatest growth 
potential for U.S. agricultural exports are developing countries. At the same time, these 
countries want to increase their own exports to the United States, but their plant and animal 
health infrastructures are, in general, weak. Therefore, APHIS must develop working 
relationships with counterparts in these countries to demonstrate that U.S. agricultural products 
are safe and implement risk mitigations that allow safe imports from these countries. APHIS' 
strategy is to work with these developing countries to build sound regulatory infrastructures for 
detecting and responding to pest and disease risks and ensure safe trade. 

4. Strategy 

Over the next five years, APHIS will implement the following international SPS trade 
management and safeguarding strategies: 

4.1. Safeguarding Animal and Plant Health 

For APHIS to achieve its mission, a fundamental goal is to strengthen its safeguarding system 
domestically and in other countries. APHIS' strategy is to work with other countries to reduce 
risk at foreign points of origin and prevent pest and disease threats from approaching our 
borders. APHIS' international cooperative programs eradicate and/or control specific exotic 
pests and diseases that pose a clear, immediate risk of introduction into the United States. In the 
next five years APHIS will focus on strengthening its detection and management efforts abroad 
by conducting pest and disease surveillance and detection, collecting information to identify and 
assess risks, conducting threat assessments, mitigating risks, and accrediting other countries' 
systems. In addition, APHIS is working overseas to build capacity for detecting emerging 
diseases and pest threats and preventing their spread to the United States. 

4.1.1. Cooperative Control and Eradication 

APHIS has an active role in a number of animal and plant pest and disease control or eradication 
programs worldwide. These pests and diseases pose a significant threat to U.S. agriculture. 

a. Mediterranean Fruit Fly 

APHIS will continue working closely with Mexico and Guatemala to halt the northward spread 
of Mediterranean fruit fly (Medfly) from Central America into southern Mexico and to maintain 
a barrier zone along the Mexico-Guatemala border. This barrier is critical for preventing the 
natural spread of the Medfly through Mexico and into the United States. APHIS will maintain 
the barrier by conducting three significant activities: detection, regulation of movement, and-to 
eliminate known infestations-pest control. Together, these activities work to maintain the 
barrier and prevent the northward spread of Medfly populations. 
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b. Mexican Fruit Fly 

APHIS will continue working closely with Mexico on the joint Mexican fruit fly (Mexfly) 
control program in northern Mexico to reduce the risk of Mexfly introductions in California and 
Texas. Like the Medfly program, the Mexfly program will utilize three significant activities to 
prevent the fly from spreading to the United States: detection, regulation of movement, and pest 
control. 

c. Screwworm 

APHIS will continue to maintain the screwworm barrier in Panama by utilizing the sterile insect 
te"chnique and surveillance in Panama and South America to keep screwworms from becoming 
reestablished and spreading northward. The new sterile insect plant in Panama is close to the 
barrier zone and will be fully operational by January 2009, resulting in significant cost savings 
for the Agency. APHIS will also work with counterparts in the Caribbean and South America to 
further garner international support and funding to help keep its plant in Tuxtla Gutierrez, 
Mexico operable as a backup facility and provide sterile insects to other regions on a cost
recovery basis. For example, APHIS is meeting with Jamaica officials to negotiate a plan to 
continue screwworm eradication on the island. 

d. Classical Swine Fever 

APHIS will continue to work closely with the Dominican Republic and Haiti to control Classical 
Swine Fever (CSF) and other transboundary animal diseases to prevent their spread to the United 
States. The Agency will continue the pre-departure inspection program-aimed at intercepting 
prohibited risk materials-for passengers traveling from the Dominican Republic to the United 
States. APHIS will also provide technical assistance and advice to its counterparts in the 
Dominican Republic and Haiti to survey, test, and reduce the prevalence and risk of CSF in their 
territories. 

e. Foot and Mouth Disease 

APHIS will continue working closely with Panama and Colombia to maintain a Foot and Mouth 
Disease (FMD) quarantine barrier at the Isthmus of Panama to prevent this highly contagious 
animal disease risk from moving northward through Central America and Mexico into the United 
States. APHIS will also provide technical guidance to governments in South America and 
international organizations to revitalize efforts to eradicate FMD from the continent. 

f. Tropical Boot Tick 

APHIS will continue assisting governments in the Caribbean to develop their own technical 
capacity to monitor and respond to Tropical Bont Tick (TBT). The Agency will partner with 
regional and international health organizations and governments-such as the Inter-American 
Institute for Cooperation in Agriculture, the Government of France, and the United Nations Food 
and Agriculture Organization (F AO)---to build a local field force of veterinary epidemiologists 
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to: monitor animal diseases and disease syndromes; provide rapid laboratory capacity and 
diagnosis of diseases; assess and prioritize veterinary infrastructure; and develop animal disease 
emergency response and management infrastructure in the region. 

4.1.2. HP AI and other Trans boundary Diseases and Pests 

APHIS will work with foreign governments and international organizations to prevent the 
introduction of HP AI to the United States and the emergence of a human pandemic influenza. 
APHIS will also work to broaden the veterinary infrastructures in Asia and other high-risk 
regions to monitor and detect other emerging zoonotic and transboundary animal diseases. The 
Agency will continue to focus on: 

• Monitoring current sources of human HPAI infections-i.e., infected bird populations 
overseas-and supporting sustainable national veterinary infrastructures and capabilities 
in HP Al-affected countries through activities such as training and capacity building in 
disease monitoring and surveillance; 

• Supporting HP AI efforts in South East Asia and the Crisis Management Center and other 
relevant units at the F AO in Rome, as well as field-based HP AI efforts; 

• Enhancing APHIS' ability to detect and address new or emerging foreign animal diseases 
or pests by developing new methods and approaches to new or emerging risk pathways to 
the United States; 

• Working collaboratively with Mexico to address cattle fever ticks and bovine 
tuberculosis; and 

• Seeking mechanisms that will give APHIS the flexibility to shift resources to respond to 
emerging transboundary animal and plant health issues. 

4.1.3. Offshore Pest and Disease Surveillance 

APHIS will strengthen its capabilities to monitor, report, and respond to emerging pest and 
disease threats at their points of origin. These capabilities provide an early warning system. The 
Agency will collect information on emerging or changing pests and disease threats and 
conditions overseas in a central database at headquarters for analysis, planning, and possible 
safeguarding actions. The Agency will continue developing and refining the Offshore Pest 
Information Program by evaluating the offshore pest and disease information-gathering activities 
to be sure they are efficient and effective and by developing better practical guidance, 
procedures, goals, and reporting requirements. 

4.1.4. Pre-clearance 

APHIS will continue to pre-inspect and treat commodities shipped to the United States for pests 
and diseases to ensure pest-free commodities, reduce pressures of inspections at U.S. ports of 
entry, and prevent the introduction of invasive species into the United States. The Agency will 
continue to establish and administer agricultural commodity pre-clearance programs for high-risk 
commodities from certain countries and continue to make use of irradiation as a risk-mitigation , 
tool for fruits and vegetables. The Agency will seek to increase efficiency, reduce costs, and 
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strengthen auditing and quality controls procedures. APHIS will also establish a Pre-clearance 
Task Force to evaluate the current program and identify improvement options such as training 
pre-clearance inspectors and developing an accreditation system to reduce Agency oversight 
costs. 

4.1.5. Capacity Building and Technical Assistance 

APHIS will coordinate technical assistance and training to developing countries to strengthen 
their regulatory capacity to detect and address pests and diseases in their own regions, thereby 
reducing risks of trans boundary pests and diseases spreading to the United States via trade. In 
doing so, the Agency will strengthen relationships with counterparts in these countries and will 
coordinate closely with other U.S. Government agencies-such as FAS, the U.S. Agency for 
International Development, the Department of State, and the U.S. Trade Representative-to 
design and implement programs that achieve APHIS' safeguarding objectives while supporting 
broader U.S. interests and objectives overseas. These efforts include pest and disease 
surveillance and detection, collecting information to identify and assess risks, conducting threat 
assessments, mitigating risks, and accrediting other countries' systems (such as those for 
certifying and issuing permits for moving products, including those coming to the United States). 

Within 5 years, APHIS will establish a specialized headquarters staff to coordinate international 
regulatory development projects that promote safe trade with developing countries and to 
manage the visits of foreign agricultural officials who come to learn about U.S. safeguarding 
system; undertake specific projects that strengthen overseas pest and disease detection and 
control in around the world; and establish procedures and norms for assessing requests and 
evaluating the impact of these efforts and projects. 

4.2. SPS Trade Management 

APHIS' goal is to promote the smooth and safe movement of agricultural commodities into and 
from the United States, based on science and international standards, and to resolve SPS barrier 
issues, including access problems at foreign ports of entry that hinder or block U.S. agricultural 
trade. Over the next five years, the Agency will undertake the following SPS trade management 
strategies: 

Coordination ofSPS Trade Issues -APHIS will resolve SPS trade issues through improved 
internal coordination, strategic focus, and integration of resources. APHIS will improve 
coordination within the Agency on the identification of and sustained focus on strategically 
important SPS issues; establish biannual strategy sessions to develop action plans for each of the 
export issues considered strategically significant for agriculture; and establish a regional bureau 
structure to direct and coordinate the Agency's overseas SPS trade activities and strategies. 

Collaboration with other Federal Agencies - APHIS will support FAS' international trade 
agenda and goals in the SPS trade area without blurring APHIS' regulatory mission or 
compromising the Agency's safeguarding and regulatory responsibilities. APHIS will manage 
and operate a process for setting joint, consensus based priorities with respect to export and 
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import issues; promote APHIS and FAS staff coordination and strategy development; evaluate 
the current communication protocols between APHIS and FAS and make recommendations for 
improvement; institute regular APHIS-FAS meetings to monitor issues on the USDA's SPS 
Priority List; and work together with FAS to set priorities and procedures for capacity building 
and training projects in 2008. 

International Standards -APHIS will work through the World Animal Health Organization and 
the International Plant Protection Convention to develop and promote science-based positions in 
those and other international and regional venues. APHIS will also promote the increased use of 
international standards in trade, including in the resolution of SPS trade conflicts and differences; 
position APHIS experts in international standard-setting organizations; and, increase interaction 
with regional health organizations that have policy-level influence on SPS regulatory measures 
and practices in their regions. 

International Regulatory Harmonization - APHIS will actively monitor and respond to emerging 
international regulatory policy issues that impact trade, such as regulatory differences with 
regard to biotechnology, animal welfare, or disease traceability. The Agency will also establish 
an interagency team to evaluate the potential trade impact of the new policy; work with industry 
to identify specific responses; coordinate alliances with like-minded countries to present 
alternatives; and work closely with biotechnology experts to train and prepare APHIS attaches to 
represent the United States on regulatory biotechnology issues. 

5. Management and Administrative Priorities 

The recent weakening of the U.S. dollar and inflation in foreign countries has made operating 
overseas more expensive than it was 10 years ago. Because of the dollar's devaluation, APHIS' 
Medfly program in Guatemala, which received its first annual appropriation in FY 2003, has 
experienced a 6 percent reduction in spending power. Similarly, the APHIS office in Thailand, 
which opened in 2006, has experienced a 14 percent reduction in spending power. Without 
additional funds, AP HIS' international programs will have to cut expenditures by reducing 
operations. Overall, this would reduce protection to U.S. agriculture and facilitation of safe 
agricultural trade. 

In FY 2009, APHIS requests to merge resources currently under two line items-portions of the 
Foreign Animal Disease/FMD and the Trade Issues Resolution and Management programs-into 
a single line item called Overseas Technical and Trade Operations. Since the same staff is 
conducting operations for these two programs, formally merging resources will simplify 
administration of the programs and eliminate any misperception that we have two separate staffs 
working on separate programs. 

APHIS is required to pay its share of the State Department's Capital Security Cost Sharing 
Program, part of a $16 billion Federal effort to construct 150 new embassies over a 12-year 
period. 
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Given the increasing cost of operating overseas, APHIS will build a more cost-effective 
international operation by: 

• 

• 

• 

• 

• 

Reexamining the distribution of overseas posts to focus on the highest-risk sources and 
pathways, increasing its use of limited-term appointments to conduct overseas mission 
and work, and working closely with domestic APHIS programs and other agencies to set 
internally consistent priorities and integrated strategies; 
Exploring and implementing streamlining strategies for the overseas administrative 
support structure and service; 
Developing and implementing other strategies for enhanced collaboration and maximum 
integration of its overseas operations with domestic programs; 
Enhancing communication and connectivity to ensure effective, rapid, and reliable 
transmission of urgent pest, disease, and SPS trade information between headquarters and 
overseas offices; and 
Enhancing additional program monitoring and reporting systems to ensure the availability 
of routine and reliable indicators of program progress, feedback, and impact. 

6. Conclusion: The Next 5 Years 

Globalization and changes in international trade have increased the risk of pest and disease 
spread. APHIS' safeguarding strategy includes both controlling pest and disease risks at U.S. 
borders and an increased emphasis on working overseas to detect and prevent the spread of pests 
and diseases at the point of origin. At the same time, the Agency must place experts overseas in 
an advantageous position to assist U.S. agricultural exporters in meeting foreign regulatory 
requirements and to resolve technical barriers that unfairly limit or block access for foreign 
markets. 

Looking ahead, APHIS will focus on the following international strategic themes over the next 5 
years: 

• Enhanced safeguarding through development of foreign regulatory infrastructures that 
strengthen the capacity of developing countries to detect and respond to pest and disease 
risks, prevent their spread, and keep the commercial trade pathway safe; 

• Enhanced SPS trade coordination and strategies between APHIS and other agencies for 
resolving SPS trade barriers and supporting, protecting, and expanding U.S. agricultural 
trade on a safe, scientific basis; 

• Expansion of preclearance programs to ensure safe trade, especially in developing 
regions where new pest and disease threats need to be managed to protect the trade 
pathways and prevent the spread of trans boundary pest and diseases to the United States; 

• Enhanced international surveillance and monitoring systems to provide early warning of 
foreign pest and disease events that might develop into larger threats to the United States; 

• Flexible monitoring and response systems overseas to manage a broad range of zoonotic 
and transboundary animal disease risks, building on the current focus on HPAI; and, 

• Cost-effective administrative systems for deploying experts abroad and positioning 
talented personnel for Agency missions overseas. 
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1. Introduction 

This report provides background to the United States Department of Agriculture's (USDA) 
Animal and Plant Health Inspection Service's (APHIS) international strategic plan and describes 
the Agency's overseas activities, including locations, resources, and impact to U.S. agriculture. 

APHIS' mission is to protect U.S. agriculture and natural resources by preventing harmful 
invasive pests and diseases from entering the United States and from spreading. Globalization 
and changes in international trade and the movement of people have increased the risk of pest 
and disease spread. The Agency's safeguarding strategy includes controlling pest and disease 
risks at U.S. borders as well as working overseas to detect and prevent the spread of pests and 
diseases at their points of origin. 

APHIS' international activities help the Agency reduce the risk of threats to U.S. agriculture and 
facilitate safe agricultural trade. The Agency has technical personnel positioned in 53 locations 
in 44 countries, with a total of 261 employees-208 overseas and 53 at headquarters-dedicated 
to work on international activities. Of the overseas employees, 57 are U.S. direct hires (Foreign 
Service Officers and civil service employees) and 151 are foreign local hires (known as Foreign 
Service Nationals). APHIS' overseas employees conduct a combination of program activities 
involving safeguarding, trade, technical assistance, and representational functions. 

Safeguarding activities include: 

• control and eradication of priority animal diseases and plant pests 
• pest and disease monitoring and reporting 
• technical assistance programs to create sustainable local infrastructure to monitor and 

manage regional pest and disease issues; and, 
• commodity preclearance (i.e., pre-inspecting/certifying U.S.-bound shipments at their 

points of origin). 

APHIS also works to facilitate safe agricultural trade. Sanitary (animal health) and phytosanitary 
(plant health) (SPS) issues are sometimes used inappropriately to restrict or block trade. APHIS 
officials strive to resolve these trade barriers by working with their foreign counterparts to 
eliminate unjustified SPS measures; negotiate science-based import requirements and standards; 
and, intervene to release U.S. shipments held at foreign ports due to SPS-related concerns. 
APHIS' efforts are key to protecting and expanding U.S. access to foreign markets worth 
millions of dollars in agricultural trade annually. 

In Fiscal Year (FY) 2007, APHIS' $846.23 million appropriation included $87.089 million to 
conduct international activities. The bulk of this funding-62 percent-supports two major 
cooperative programs targeting screwworm and fruit flies in Mexico and Central America. 
These and other safeguarding activities help the Agency reduce the risk of threats to U.S. 
agriculture and facilitate safe agricultural trade. APHIS also used $5.391 million in user fees and 
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$1.183 million in reimbursable agreements and trust funds to carry out other Agency activities 
overseas. In total, APHIS' international activities operated on a budget of $93.663 million in FY 
2007. This budget included personnel costs, security, equipment, and utilities. 

APHIS' overseas activities strengthen the Agency's capacity to respond to international health 
threats in a timely and strategic manner. The impact and results of these programs are 
demonstrated by: the halt of the spread of high-risk pests from Mexico, Central America, and 
the Caribbean to the United States; the number and significance of seizures of illegal risk 
material; the number of trade barriers eliminated and the value of trade protected and expanded; 
the reduced prevalence of certain key pests and diseases in these areas; the safe importation of 
pre-cleared horticultural products; and, the successful provision of training and technical 
assistance to regulatory officials in developing countries. In sum, these international activities 
help the Agency accomplish its protection goals of keeping pests and diseases out, building a 
safe global trade system, and enhancing U.S. influence and leadership on international 
agricultural health issues. 

2. Agency Mission 

APHIS' overall mission is to "protect the health and value of U.S. agricultural, natural and other 
resources" from harmful pests and diseases. APHIS' 2007 Strategic Plan sets four mission 
priorities: 

I. Strengthening our safeguarding system domestically and in other countries; 
2. Strengthening emergency response preparedness; 
3. Facilitating safe agricultural trade through international standard-setting and effective 

management of SPS issues; and, 
4. Enhancing the well-being of animals covered by the Animal Welfare Act and the Horse 

Protection Act. 

APHIS' international work relates primarily to the first and third priorities. The Agency works 
with foreign governments to prevent the spread of pests and diseases; monitor and respond to 
exotic pest and disease threats; and facilitate safe trade on the basis of science, international 
standards, and various safeguarding programs. 

3. International Activities and their Impact 

APHIS organizes its international activities into two areas: animal and plant health to safeguard 
U.S. agriculture and sanitary and phytosanitary management to facilitate safe agricultural trade. 
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3.1. Safeguarding Animal and Plant Health 

With the continued growth of trade and travel, inspection of cargo and baggage at U.S. ports of 
entry needs to be combined with other safeguarding activities to fully protect U.S. agricultural 
resources. The Agency has expanded its off-shore strategy, as recommended by recent U.S. 
stakeholder reviews and calls for increased focus on managing pest and disease risks off-shore 
and at the point of origin. To safeguard animal and plant health, APHIS carries out activities 
such as controlling and eradicating pests and diseases, monitoring and responding to highly 
pathogenic avian influenza, monitoring offshore pests and diseases, pre-clearing foreign 
commodities, and providing capacity building and technical assistance. 

3.1.1. Cooperative Control and Eradication 

APHIS works with foreign countries to control or eradicate animal and plant diseases and pests 
that pose a risk of becoming established in the United States and causing severe damage to U.S. 
agriculture. This includes diseases and pests such as Mediterranean fruit flies, Mexican fruit 
flies, Screwworms, Classical Swine Fever, Foot and Mouth Disease, Tropical Bont Tick, Pink 
Hibiscus Mealybug, among others. 

a. Mediterranean Fruit Fly 

Mediterranean fruit fly (Medfly), one of the most destructive plant pest threats to U.S. 
agriculture, has a wide host range that includes commercially important crops such as citrus and 
stone fruits. In 2000, the value of these two fruit crops alone was nearly $5 billion. The adult 
female Medflies damage fruit by piercing the skin and inserting a fertile egg that hatches into 
larvae and eats the pulp of the fruit as the larvae matures. 

APHIS works closely with the Mexican and Guatemalan governments to prevent the northward 
spread of the Medfly from Central America into southern Mexico and maintain a barrier zone 
along the Mexico-Guatemala border. This barrier is critical for preventing the natural spread of 
the Medfly through Mexico and into the United States. 

The program, also known as Moscamed, has three components: detection, movement regulation, 
and pest control. The detection component maintains over 30,000 fly traps throughout the 
strategic areas of Guatemala and Mexico. These traps locate and delimit infestations of 
Medflies. The regulatory component includes roadside inspection stations where personnel 
inspect cars, trucks and passengers for potentially infested Medfly host material, and seize 
prohibited fruits and vegetables. The control component eliminates known infestations by 
ground and aerial applications of organic pesticides, removal of infested fruits from the field, and 
use of the sterile insect technique. Pioneered in the 1950s, this technique involves sterilizing 
large numbers of male flies and dispersing them over infested areas to mate with native female 
flies, thus preventing reproduction. Moscamed produces nearly 2 billion sterile Medflies every 
week and releases them into areas identified by the survey activities. Moscamed also produces 
and ~hips sterile pupae to the United States to support fruit fly programs in California and 
Florida. 
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Although Moscamed has successfully maintained the barrier zone for more than 25 years, it is 
becoming much more expensive and complex to maintain. In FY 2007, the program experienced 
the largest number ever of Medfly outbreaks in southern Mexico in the Medfly-free section of 
the barrier zone. According to several expert panel reviews, it is becoming more expensive and 
difficult to maintain the barrier because of economic, social, and environmental changes within 
the program's barrier operations zones. Because of environmental concerns, the program had to 
switch to an organic pesticide that is much more expensive than the one previously used. 
Because many of the local indigenous groups living in the project area do not allow entry by 
local government or Moscamed personnel, the program must rely more on release of sterile 

Medflies as a preventive strategy, which is more expensive. In the past ten years, areas in 
Mexico and Guatemala have been opened up to agriculture and to new towns. This development 
has eliminated a natural Medfly-free barrier to northward expansion of the pest, and Moscamed 
must spend many of its resources for control activities in this area. 

If not eradicated or controlled, Medflies could heavily infest the United States and cause 
significant crop loss. APHIS estimates the cost of eradicating a future Medfly introduction from 
the cost of eradicating past outbreaks. The nine outbreaks that occurred in Florida and California 
between 1997 and 2007 (resulting from smuggling/passenger pathways, rather than from 
geographical spread) cost an average of $7 million to eradicate, with the most expensive costing 
$27 million. These estimates do not include additional outlays incurred by growers for the post
harvest treatments required to ship host fruit to domestic and international markets, the cost of 
additional use of chemicals, losses in crop value due to quarantine restrictions, or the financial 
impact of foreign trade restrictions. A 1989 study estimated the full annual cost of a Medfly 
establishment in the United States (taking into account field damages due to Medfly, costs of 
field control efforts, foreign market losses, and post harvest treatments) at over $2.1 billion. 
Accordingly, APHIS and its cooperators will continue working to maintain the barrier against 
this devastating pest in Mexico and Central America. 

b. Mexican Fruit Fly 

The Mexican fruit fly (Mexfly) attacks a wide variety of fruits, including apples, apricots, 
avocados, grapefruit, mangos, oranges, peaches, pears, and plums. Similar to Medflies, the adult 
female Mexflies damage fruit by piercing the skin and inserting a fertile egg that hatches into 
larvae and eats the pulp of the fruit as the larvae matures. 

APHIS works closely with Mexico on controlling Mexflies in northern Mexico adjacent to high
risk areas along the U.S. border. The primary goal of this cooperative program is to reduce the 
risk of Mexfly introductions into California and Texas, the two States most at risk. By keeping 
Mexfly out of California and Texas, the program also prevents the fly from spreading to other 
States; Arizona, Florida, Georgia, and Louisiana have climates favorable to the Medfly and 
abundances of its preferred host crops. For all 6 States, the total value of 14 Mexfly-susceptible 
commodities is estimated at $3 .3 billion. 
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Like Moscamed, the cooperative Mexfly program utilizes active surveillance and sterile insect 
techniques to manage and control this pest risk. APHIS hires local trappers to conduct 
surveillance activities and run about 2,000 traps over 400 square miles. The Agency releases 
approximately 140 million sterile Mexflies each week in the Texas Lower Rio Grande Valley 
and 20 million sterile Mexflies each week on Mexico's side of the border. The Agency produces 
the sterile pupae in Mission, Texas, and the Government of Mexico provides land and building 
space for an emergence center and staging area, where the sterile pupae mature into adult sterile 
Mexflies. In addition to conducting Mexfly operations in the Lower Rio Grande area, each week 
APHIS releases 16 million sterile Mexflies-produced at a facility in Tapachula, Mexico-over 
the Mexican border city of Tijuana to protect the fruit production areas of neighboring 
California. APHIS also provides technical assistance to its Mexican counterparts to establish 
and maintain Mexfly free areas in the Mexican States of Baja California, Chihuahus, Sinaloa, 
and Sonora, thereby further reducing the risk of Mexfly-infested products entering the United 
States as well as creating a protective buffer zone beyond the U.S.-Mexico border. 

If not eradicated or controlled, Mexflies could heavily infest the United States and cause 
significant crop loss. Since 1983, APHIS has eradicated 16 outbreaks of Mexflies (likely related 
to products illegally brought into the United States from Mexico) in California with an average 
cost of $2. 7 million. These estimates do not include additional costs incurred by growers for 
post-harvest treatments that would be required for the shipment of fresh fruit hosts to domestic 
and international markets, additional chemical usage, loss in crop value due to quarantine 
restrictions, or the impact of foreign countries closing their markets to various U.S. fruit and 
vegetable exports considered Mexfly hosts. The full annual loss to producers and exporters from 
a widespread and uncontrolled Mexfly infestation ranges between $888 million and $928 
million. 

c. Screwworm 

Screwworms are costly and destructive parasites that feed on healthy, living animal tissue or 
fluid of all warm-blooded animals, including human beings. APHIS' Screwworm program had 
its origin in the southern United States, where the livestock industry suffered great losses due to 
the damage caused in screwworm-infested cattle up until the mid-twentieth century. The United 
States successfully eradicated this costly and destructive parasite in the 1960s, but its 
reintroduction could have a major economic impact on the U.S. livestock industry. APHIS 
works with its counterparts in Mexico and Central America to prevent this pest from reentering 
the United States. 

Through cooperative programs first with Mexico and then with other Central American 
countries, APHIS has eradicated screwworm up to the narrowest point in Panama, also known as 
the Darien Gap, and established a permanent barrier at the border of Colombia and Panama. To 
maintain this barrier, APHIS and its foreign government counterparts work together to produce 
and release sterile flies, conduct field inspections, and conduct monitoring and surveillance 
activities. 
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APHIS and its cooperative partners utilize the sterile insect technique where the Agency 
sterilizes large numbers of male flies and disperses them over infested areas to mate with native 
female flies, thus preventing reproduction. The cooperative program transports sterile flies from 
the production facility in Tuxtla Gutierrez, Mexico for release in Panama and Colombia. The 
program releases approximately 27 million flies per week to maintain the barrier at the Darien 
Gap. Officials declared Panama technically free of screwworm on July 12, 2006. However, 
Agency officials detected 7 cases of screwworm in Panama in FY 2007. The cases were located 
in the Panamanian Province of Darien in the program's control area, which is forested area and 
largely uninhabited. There was no northward spread from the control area, and there were no 
cases registered in other Central American countries. 

Due to the distance between production and dispersal, the program built a sterile fly production 
facility in Panama in July 2006. This facility began limited operations in August 2007, and plans 
to be fully operational by January 2009. The Mexico facility will provide surge capacity in case 
of an extensive outbreak. The program maintains the screwworm barrier in Panama by the 
weekly release of sterile screwworms in the Darien gap and approximately 20 miles into 
Colombia. In addition, veterinarians and field inspectors conduct surveillance activities and 
respond to any screwworm cases found. 

The cooperative screwworm program in Central America has successfully established and 
maintained a protective buffer zone, effectively preventing the northward spread of screwworms 
into the United States. During the l 960's, screwworm infestations in the United States were 
common and livestock losses exceeded an estimated $250 million per year. APHIS estimates 
that if screwworms re-infested and spread in the United States today, livestock losses would 
exceed $844 million per year. 

d. Classical Swine Fever 

Classical swine fever (CSF), also known as hog cholera, is a highly contagious viral disease of 
swine. APHIS eradicated CSP from the United States in 1978 after a 16-year partnership with 
industry and State governments. CSF broke out several years ago on the island of Hispaniola, 
which includes the Dominican Republic (DR) and Haiti. 

APHIS efforts to control CSF and mitigate the risk to the United States include establishing a 
pre-departure inspection program for passengers leaving the DR by ferry or plane to Puerto Rico 
and other U.S. locations. The passenger pre-inspection program, staffed by DR government 
employees, intercepts agriculture products, which could contain CSF and other organisms and 
transboundary animal diseases such as Foot and Mouth Disease. APHIS measures the success of 
this program not only by the amount of prohibited material seized in the DR but by a reduction in 
the amount of quarantine material seized during inspections at U.S. ports of entry. In 2007, the 
passenger inspection program in the DR cleared 1,998,011 passengers at 5 international airports 
throughout the country and 104,988 passengers at the ferry terminal in Santo Domingo. The 
program intercepted approximately 233,000 pounds of high risk animal products and seized 
158,862 plant lots. The pre-departure passenger inspection program continues to be effective in 
mitigating the amount of prohibited animal and plant material from entering the United States. 
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In addition to pre-departure activities, APHIS supports CSF eradication on Hispaniola. APHIS 
officials report significant progress in the DR. From 2005-2007, the DR reported 15, 16, and 4 
outbreaks, respectively. Haiti is one of the least developed and least stable countries in the 
Western Hemisphere and remains problematic. A current emphasis is the creation of a buffer 
zone between the two countries so that the DR is less likely to be reinfected. 

e. Foot and Mouth Disease 

USDA eradicated foot-and-mouth disease (FMD), a highly contagious and devastating foreign 
animal disease, from the United States in 1929. However, its presence in South America 
continues to pose a significant threat to the U.S. livestock industry. The Agency monitors FMD 
around the world and supports control programs for the disease in South America to reduce the 
risk to the United States. 

The 200 I FMD outbreak in the United Kingdom (UK) illustrates the economic significance of 
this particular foreign animal disease. This outbreak cost the British economy approximately 
$35 billion in quarantine, eradication, disposal, lost markets, and other associated costs. 
According to a study by the University of California at Davis, an FMD introduction in the United 
States on the scale of the 2001 UK outbreak could cost $6 to $14 billion. 

FMD has long been present in South America and there remains a risk of the disease making its 
way up through Central America and Mexico into the United States. Because of this threat, 
APHIS works cooperatively with Panama and Colombia to establish a quarantine barrier at the 
Isthmus of Panama. The eradication of FMD from South America has become a hemispheric 
and international priority. Therefore, APHIS also partners with the Pan-American Foot and 
Mouth Disease Center of the Pan-American Health Organization; Inter-American Institute for 
Cooperation on Agriculture; the Food and Agriculture Organization; World Organization for 
Animal Health; and, other South American countries (Bolivia, Ecuador, and Venezuela) to 
support FMD eradication. In March 2004, the Houston Declaration issued by the Hemispheric 
FMD Conference-a meeting that brought together agriculture ministers, chief veterinary 
officers, and similar high-level officials-renewed South America's efforts to eradicate FMD. In 
addition, the U.S. State Department recently encouraged South American countries in the effort 
to revitalize FMD eradication efforts for the final push to eliminate the disease from the Western 
Hemisphere. 

APHIS' partnership with South American countries has made significant progress over the past 
30 years toward FMD eradication. The World Animal Health Organization considers Chile and 
Uruguay free of the disease; Brazil, Argentina, and Colombia nearly free; Bolivia with free 
zones; and Peru under review for proposed free areas. Continued support from international 
organizations, industry-led organizations, countries involved, and APHIS will be necessary to 
make the concerted effort needed for hemispheric FMD eradication. 
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f. Tropical Bont Tick 

Tropical Bont Tick (TBT) is a pest of cattle and other animals as well as a vector for Heartwater, 
an infectious disease of ruminants and important foreign animal disease threat. Climatic and 
ecological conditions in the southern United States are favorable for the establishment of TBT. 
APHIS works with international organizations in several Caribbean countries to monitor for and 
control this pest. APHIS efforts are intended to prevent the introduction of the pest into the 
United States. 

APHIS does not believe that eradicating TBT from the Caribbean is a practical goal; therefore, 
the Agency and other cooperators in the region are shifting the focus of TBT efforts to 
monitoring and surveillance. The Agency provides technical assistance to Caribbean nations in 
building infrastructure to detect and address risks associated with TBT and other emerging 
animal diseases. In addition, APHIS is working with the same Caribbean nations to promote 
timely reporting of disease detections or their vectors to the international community, which is 
important to prevent their spread to the United States and other islands. 

APHIS is initiating a new partnership with regional and international health organizations, the 
Government of France, and the Food and Agriculture Organization. The intent is to build a local 
field force of veterinary epidemiologists and paraepidemiologists to monitor animal diseases and 
disease syndromes; provide rapid laboratory access and diagnosis of diseases; assess and 
prioritize veterinary infrastructure; and, develop animal disease emergency response and 
management infrastructure in the region. 

g. Pink Hibiscus Mealybug 

Pink hibiscus mealybug is an example of a plant pest threat that APHIS successfully indentified 
offshore and worked to mitigate before it reached the United States. This pest attacks more than 
200 plant hosts,. including hibiscus, citrus, sugar cane, plums, peanuts, grapes, maize, 
chrysanthemums, cotton, and several types of beans including soybeans. After the pink hibiscus 
mealybug appeared in the Caribbean in the 1990s, APHIS-anticipating the pest's spread to the 
U.S. mainland-worked closely with Caribbean countries to provide technical assistance 
involving field tests and releases of different biological control agents. Through these field 
experiments, APHIS, USDA's Agricultural Research Service, and various universities found a 
biological control solution. Since then, APHIS has detected this pest in California and Florida 
but the biological control efforts developed in the Caribbean have greatly reduced its impact on 
agricultural production. 
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3.1.2. Highly Pathogenic Avian Influenza 

Highly Pathogenic Avian Influenza (HPAI) is a recognized threat to poultry and has the potential 
to cause disease in humans at a scale yet to be determined. APHIS advances USDA's goal to 
prevent the introduction of HP AI to the United States, facilitate trade, and mitigate the 
emergence of human pandemic influenza. Studies show the link between human cases to the 
victims' direct exposure to infected birds. Therefore, APHIS' directs international efforts against 
HP AI at the current source of human infections, the infected bird populations overseas. 

Effective control of HPAI involves sustainable and reliable disease control along with protecting 
human health through public information, disease surveillance, and emergency preparation. 
APHIS' major objectives are to: 

• 

• 

• 

• 

Establish sustainable veterinary infrastructures in at-risk countries and provide training 
and seminars in disease monitoring and surveillance, biosecurity, epidemiology, 
diagnostics, vaccination, depopulation, live bird market management, risk 
communication, and wildlife surveillance; 

Determine the role of wild birds in HPAI transmission and levels of infection by 
conducting cooperative wild bird surveillance and sampling in China, Mexico, and other 
countries and providing surveillance workshops in Laos and Cambodia; 

Respond to countries experiencing cases of HP AI through the Crisis Management Centre 
within the Food and Agricultural Organization of the United Nations in Rome, where the 
Agency has deployed 3 technical experts and provides other technical experts as part of 
rapid response teams; and, 
Reduce risk of animal to human transmission in endemic and at-risk South East Asia 
countries by opening offices and deploying personnel in Burma, Cambodia, Indonesia, 
Laos, and Thailand, to directly and substantially participate in HP AI eradication, control, 
and prevention activities. 

Since 2005, at least 58 countries have confirmed incidences of HP AI. Most outbreaks have 
occurred among wild birds and backyard poultry in Asian and African countries with inadequate 
animal health infrastructure. APHIS has increased technical assistance efforts to contain the 
spread of HP Al. APHIS has trained over 1,000 veterinarians, poultry workers, and government 
officials from 138 countries in lab diagnostics, epidemiology, live bird markets, vaccination, and 
surveillance, and has sponsored or participated in numerous HP AI unilateral and multilateral 
symposia and workshops. The majority of participants and courses focused on the hardest hit 
areas of Asia and Africa. As this virus spread to North and West Africa in 2007, APHIS officials 
in our Dakar, Senegal and Cairo, Egypt offices dedicated themselves nearly full-time to HP AI 
issues and activities. As part of an integrated U.S. government response, APHIS assists 
countries impacted by the disease and trains veterinarians from HP AI affected and at-risk 
countries on testing protocols and advises on surveillance and vaccination programs and 
contingency planning. 
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It is unlikely that the international agricultural and human health community will eradicate HPAI 
from currently infected countries in the near future. A sustained international priority is 
necessary to improve the capabilities for timely detection, control, and eradication of the virus on 
a global basis. The virus may continue to explosively spread and infect new countries without 
this initiative. 

3.1.3. Offshore Pest and Disease Surveillance 

Animal and plant pest and disease situations are biological phenomena and so regularly and 
unexpectedly change. APHIS must be ready to respond to emerging animal and plant threats. 
The Agency must collect accurate and early information about pests and diseases in foreign 
countries for effective and timely response. APHIS established the Offshore Pest Information 
Program (OPIP) to collect, report, assess, and communicate information on significant animal 
and plant pests and diseases in other countries to enhance the Agency's preparedness and ability 
to reduce the risk of introducing these organisms into the United States. 

OPIP utilizes a network of APHIS officials overseas to conduct searches of local or regional 
multi-media open sources and to work with foreign officials and researchers to collect and report 
relevant information. The Agency registers users for a web-based, secure interface kri.own as the 
Offshore Pest Information System to exchange information. Since January 2006, OPIP has 
produced more than 600 reports resulting in actions, including but not limited to changes to 
regulations; notifications to the U.S. Customs and Border Patrol and Agency officials at U.S. 
ports of entry to modify existing entry procedures or to enhance inspection vigilance; changes to 
domestic survey programs to enhance focus on identified pests and diseases; and, updates to 
plant and animal health risk assessments used to support import decisions. Ultimately, OPIP 
provides APHIS officials and decision makers with relevant and timely information needed to 
assess risks; to make changes to procedures or regulations in order to protect U.S. agriculture; 
and to pre-empt undue disruptions to trade. 

3.1.4. Pre-clearance 

APHIS manages overseas agricultural commodity pre-clearance programs to mitigate the risk of 
introducing exotic plant pests and diseases into the United States. These pre-clearance activities 
are a requirement for entry of certain high-risk commodities. Generally, APHIS officials 
supervise local inspectors during pre-clearance inspections and post-harvest quarantine 
treatments (e.g., irradiation, hot-water, vapor, or other treatment) in foreign countries in 
accordance with phytosanitary procedures specified by the Agency. APHIS has designed these 
procedures to identify and mitigate pest risks through actions taken in the country of origin and 
prevent non-treated or infected commodities from reaching the United States. These activities 
are paid for by the exporters through trust fund accounts designed specifically for this purpose. 
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Currently, there are pre-clearance programs in 26 countries. One of the largest is in Chile, which 
pre-clears a total of 155 different commodities. In 2006, this allowed the safe shipment of 
horticultural goods with a value of over $1. 5 billion. AP HIS also supervises the treatment of 
mangoes in 11 countries. Other major examples of pre-clearance activities include flower bulbs 
and perennials from the Netherlands, citrus from Spain, sand pears from Korea, and citrus and 
deciduous fruit from South Africa. Besides protecting the United States from animal and plant 
pest and disease risks, these pre-clearance programs provide American consumers with a variety 
of fresh fruits and vegetables, as well as create safe trade-economic growth opportunities for 
developing countries in Central and South America, Caribbean, Africa, and Asia. APHIS has 
reported no outbreaks of pests or diseases tracing back to pre-cleared commodities. See Table I 
in the Appendix for additional information on pre-clearance activities. 

3.1.5. Capacity Building and Technical Assistance 

APHIS' international and domestic staffs provide international assistance and capacity building 
in animal and plant health infrastructure to developing countries. APHIS has a strategic interest 
in providing this assistance to these countries to improve their regulatory infrastructure and 
technical expertise. Doing so increases the likelihood that any agricultural and food exports to 
the United States meet U.S. standards and do not introduce foreign pests or diseases. 

APHIS most often provides technical assistance in cooperation with other U.S. Government 
agencies, including USDA's Foreign Agricultural Service, the U.S. Agency for International 
Development (USAID), the Department of State, and the U.S. Trade Representative, assuring 
that our capacity building efforts fit into larger foreign policy goals. In this context, international 
capacity building is one means of achieving our safeguarding objectives while also supporting 
the United States' interests abroad. During an 18-month period in FY 2005 and 2006, APHIS 
employees participated in at more than 289 activities related to international technical and 
regulatory capacity building. Those activities involved technical assistance and training 
programs worldwide. 

The International Technical and Regulatory Capacity Building staff (ITRCB) tracks our capacity 
building efforts, measure results, and set priorities to achieve our overall strategic objectives. 
The ITRCB is responsible for assuring that capacity building activities consider wider U.S. 
interests, availability of support from other organizations, the needs of the recipient country, their 
ability to follow through, and the impact on other priorities and responsibilities. As part of these 
efforts, APHIS provides trainings such as foreign animal disease surveillance, epidemiology, 
emergency preparedness and response (e.g. foot-and-mouth disease and avian influenza); export 
and import regulations, health certification, and pest and disease risk and pathway analyses; 
biotechnology regulatory procedures and processes; national animal and plant health 
infrastructures and delivery of services; sanitary and phytosanitary regulations development; 
wildlife control techniques and diagnostics; regulation of veterinary vaccines, diagnostic test 
kits, and laboratory procedures; livestock identification techniques and procedures; and pest-free 
area assessments. 
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One of the most significant recent examples is our support of the Africa Growth and Opportunity 
Act (AGOA). The goal of AGOA is to strengthen Africa's safeguarding capacity and facilitate 
African exports to the United States and elsewhere. USDA and USAID have jointly developed a 
5-year program to strengthen Africa's plant health infrastructure. Other activities that have 
occurred under the auspices of AGOA include recognition of disease-free regions in Namibia 
(especially for FMD) and beginning the certification process to allow beef imports from 
Namibia; rapidly developing alternative treatments to assure continued market access for South 
Africa following detections of quarantine pests in agricultural shipments; resolving critical food 
aid issues that inhibited grain from reaching hunger-stricken areas; providing training in risk 
analysis; and developing plant pest survey and detection protocols. 

Another important facet of capacity building is hosting foreign officials interested in learning 
about APHIS activities. Activities include formal training courses and consultations or meetings 
where foreign officials gain a better understanding of the ways APHIS controls pests and 
diseases, regulates trade, and protects its borders from invasive species. These initiatives have 
long-term impacts on our ability to work with foreign counterparts in advancement of U.S. 
objectives with individual countries and international organizations. The APHIS International 
Visitors Center hosted nearly 600 individuals from 49 countries in 2007. This is nearly six times 
more than the previous year, reflecting the interest of foreign regulatory officials in 
understanding and working with our quarantine system. 

3.2. Sanitary and Phytosanitary Trade Management 

APHIS officials help resolve sanitary and phytosanitary (SPS) trade barriers by working with 
foreign counterparts to eliminate unjustified SPS measures; negotiate science-based import 
requirements and standards; and intervene to release U.S. shipments held at foreign ports due to 
SPS related concerns. APHIS' efforts are key to protecting and expanding U.S. access to foreign 
markets worth millions of dollars in agricultural trade annually. 

Because of its technical expertise and regulatory authority, APHIS plays an important role in 
resolving these technical trade issues, on the basis of science and international standards, and 
facilitating safe and fair agricultural trade. APHIS' personnel play an active and ongoing role in 
intervening to negotiate the release of U.S. shipments held in foreign ports due to animal or plant 
health concerns or barriers. 

In just a single quarter-the fourth quarter of FY 2007-APHIS accomplished the following in 
its trade facilitation efforts: 

US. agricultural shipments released-APHIS overseas officials intervened to release individual 
shipments of U.S. commodities detained at foreign ports because of an SPS or health 
certification problem. APHIS successfully obtained the release of 69 individual shipments, 
worth more than $16 million. See Table 2 in the Appendix for additional information on 
shipments released. 
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Markets retained-Foreign regulatory requirements or a change in the pest or disease status in 
the United States can jeopardize existing export markets. To retain access to export markets in 
these situations, APHIS negotiates new import conditions or protocols, provides information 
about U.S. pest or disease control programs, and presents scientific information. APHIS efforts 
resulted in the retention of 5 export markets, worth more than $9 million in total. See Table 3 in 
the Appendix for additional information on markets retained. 

Markets expanded-APHIS is continually seeking to improve the conditions for U.S. 
agricultural exports. This can involve eliminating certain testing requirements, expanding the 
area eligible to export a commodity, or modifying treatment requirements. APHIS negotiations 
resulted in expanded access for 10 commodities worth more than $11 million annually. See 
Table 4 in the Appendix for additional information on markets expanded. 

New market access-APHIS assists the Foreign Agricultural Service by engaging trade partners 
to obtain access to markets that were not previously open to U.S. exports. This involves 
negotiating new import conditions with the importing country. APHIS opened 8 new markets 
worth an estimated $895,000 annually. See Table 5 in the Appendix for additional information 
on new market access. 

4. Funding* 

APHIS receives funds through appropriations, user fees, and agreements to support international 
activities. In FY 2007, these sources provided the Agency with $93.663 million to conduct 
activities overseas. Of this total, APHIS spent $88.869 million and plans to carryover the 
remaining portion into FY 2008. 

4.1. Appropriated Funds 

In FY 2007, the U.S. Congress appropriated APHIS $846.23 million. Of that amount, the 
Agency had approximately $87.089 million available to conduct international activities, about 
ten percent of the Agency's total appropriations. The table lists the line items supporting the 
Agency's international activities. They are annual appropriations, with the exception of no-year 
authority included in the entire Fruit Fly Exclusion and Detection and Highly Pathogenic Avian 
Influenza line items and 25 percent of the Screwworm line item. 

APHIS uses the majority of these appropriated funds to support fruit fly and screwworm 
eradication and control programs in Mexico and Central America. The Agency uses the rest of 
the funds for key safeguarding and trade functions throughout the world. APHIS also receives 
funding from the governments of Mexico, Panama, and Guatemala to support the fruit fly and 
screwworm programs. For the screwworm program, Mexico and Panama contributed $1. 75 and 
$1. l million, respectively. For the fruit fly program, Guatemala and Mexico each contributed $1 
million. The Foot and Mouth Disease/ Foreign Animal Diseases and Trade Issues Resolution 
and Management line items support our safeguarding and trade activities. Additionally, APHIS 
spends small portions of other line items in Mexico and the Caribbean to support domestic 

•The discussion of funds in this report does not include the use of emergency funds. 
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programs such as Boll Weevil and Pest Detection. APHIS uses the Physical and Operational 
Security line item to pay for its share of the State Department's Capital Security Cost-Sharing 
Program, which is our share of a $16 billion Federal effort to construct 150 new embassies over a 
12-year period. Federal agencies in U.S. overseas diplomatic facilities pay a share based on their 
number of overseas staff 

Appropriated Funds Available for International Activities 
FY 2007 

Line Item Dollars Purpose 
Foot and Mouth Detect and control outbreaks of foreign animal 
Disease/ Foreign 

8,695,000 diseases throughout the world by participating in 
Animal Diseases cooperative animal disease surveillance, control, 

and eradication programs. 
Fruit Fly Exclusion Work with Guatemala and Mexico to eradicate 
and Detection • Mediterranean fruit flies and prevent movement 26,544,000 

north of Chiapas, Mexico and to eradicate 
Mexican fruit flies near the U.S.-Mexico border. 

Highly Pathogenic Carry out international capacity building 
Avian Influenza* 9,176,000 activities throughout the world to prevent, detect, 

and eradicate avian influenza. 
Physical Security* Contribute to the Capital Security Cost Sharing 

3,487,000 
program to construct 150 new embassies. 
Department of State calculates our contribution 
based on the number of overseas staff. 

Screwworm Prevent infestation of screwworm flies in the 
27,753,000 United States by working with Mexico, Panama, 

and other Central American countries. 
Trade Issues Resolve and manage trade issues by negotiating 
Resolution and trade regulations and free trade agreements, 
Management* 11,010,000 setting international standards, providing 

technical assistance, and facilitating capacity 
building activities. 

Tropical Bont Tick 
424,000 

Support surveillance and control activities in the 
Caribbean. 

Total $87,089,000 

• APHIS splits these line items between domestic and international programs. This table only shows the 
international program. 
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4.2. User Fees 

Congress authorizes APHIS to collect and spend Agricultural Quarantine and Inspection (AQI) 
User Fees to conduct an agricultural inspection program for international passengers and cargo, 
now operated jointly with the Department of Homeland Security's Customs and Border 
Protection. APHIS uses a small portion of these funds to conduct pre-departure inspections of 
U.S.-bound passenger baggage from the Dominican Republic (as discussed in the section on 
classical swine fever) and in Mexico and to conduct risk analyses overseas. In FY 2007, the 
Agency spent $5.391 million in user fees for overseas activities. 

4.3. Agreements 

APHIS receives funds to support its international activities from other Federal agencies 
(reimbursable funds) and foreign agricultural producers (trust funds). In FY 2007, APHIS 
received $433,000 in reimbursable funds from other agencies that use our resources, facilities, or 
staff experts. APHIS also utilized trust funds of about $750,000 from overseas producers for 
APHIS' work to pre-clear commodities for export to the United States. 

5. Personnel and Locations 

APHIS has 129 U.S. direct hire positions supporting international activities at headquarters (53) 
and overseas (57), which include civil service, Foreign Service and U.S. contractor 
appointments. In addition, APHIS has a total of 151 Foreign Service Nationals (local hires) 
working in offices overseas. 

The bulk of AP HIS' international staff has and continues to be devoted to the screwworm and 
Medfly eradication and control programs in Mexico and Central America. The Agency's 
remaining international staff works in programs such as foot-and-mouth disease (FMD) 
eradication in South America, pre-clearance activities around the world, trade facilitation, 
capacity building, and global pest and disease surveillance. 

APHIS has offices in 53 overseas locations in 44 countries. Some countries, such as Mexico and 
Brazil, have multiple APHIS offices to manage various safeguarding programs. In addition, 
APHIS has experts positioned in key international organizations, such as the Food and 
Agriculture Organization (F AO) in Rome, Italy, and the International Organization for Animal 
Health (OIE) in Paris, France. The three APHIS employees at F AO focus on international 
activities related to highly pathogenic avian influenza. Our employee at the OIE focuses on the 
animal health international standard setting program. 

Table 6 in the appendix shows the current number of personnel and the activities of APHIS 
offices, along with expenditures in each country as of October 2007. 



A Comprehensive Report on International Activities 
Page 16 

6. Conclusion 

AP HIS' safeguarding strategy in a global context includes both inspection and exclusion 
activities at U.S. borders as well as overseas collaboration with foreign governments on 
programs to monitor and respond to potentially harmful invasive species and prevent their spread 
to the United States. This report lays out the foundation that is currently in place. APHIS has 
deployed resources around the world in strategic locations. However, these locations may play a 
different role as time goes on. For example, an office working on highly pathogenic avian 
influenza may have a new purpose when a new threatening disease emerges. APHIS has 
developed a 5-year international strategic plan that discusses possible challenges that may pose a 
threat to U.S. agriculture, strategy on how to deal with the challenges, and prioritization on 
action plans. 
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Appendix 

Table 1: Pre-Clearing Exports 

Value of U.S.-Bound Exports Cleared 
(2006-2007 Production and Shiooing Season) 

Reeion Country Dollars 
South America Argentina $56,666,000 

Brazil 17,000,000 
Chile 1,500,000,000 
Ecuador 27,000,000 
Peru 43,700,000 

North America Mexico 718,000,000 
Central America Costa Rica 2,760,000 

Guatemala 27,000,000 
Nicaragua 4,440,000 
Jamaica 702,000 
Haiti 1,500,000 
Dominican Republic 11,000 

Europe and Middle East Netherlands/Turkey 166,500,000 
Belgium 684,000 
Israel Undetermined 
Great Britain and Ireland 3,630,000 
Spain 70,000,000 

Asia and Pacific New Zealand 75,000,000 
Japan 507,000 
Korea 28,800,000 
Philippines 113,000 

Africa South Africa 76,350,000 
Total $2,820~363,000 
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Table 2: Facilitating Trade 

Value of U.S. Agricultural Exports Released 
(Fourth Quarter of FY 2007) 

Country Commodity Value 
China Hides and skins $160,000 

Seafood 3,000 
Japan Timothy hay 17,847 
Korea Bovine semen 45,000 

Com 88,760 
Pet food 620,000 
Porcine serum 288 

Mexico Apricots 30,000 
Bovine semen 11,000 
Pears and peaches 50,000 

Singapore Pet food 9,000 
Spain Wheat 10,200,000 

Amaranth grain 26,000 
Taiwan Animal feed additives 27,152 

Apples 38,528 
Avian vaccines 9,145 
Blueberries 18,000 
Celery 5,120 
Cherries 47,880 
Com 88,697 
Fetal bovine serum 269,928 
Fish feed 23,655 
Logs 1,760,776 
Melons 77,850 
Nectarines 67,615 
Oranges 21,373 
Peaches 94,247 
Peaches/nectarines 12, 152 
Pet food 261,823 
Plums 50,064 
Potatoes 37,665 
Soybeans 1,071,211 
Vegetables 7,024 
White oak logs 6,923 

Venezuela Com oil 1,728,900 
Total $16.986,623 
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Table 3: Retaining Export Markets 

Not all market values have been calculated and are listed as undetermined. 

Value of Export Markets Retained 
(Fourth Quarter of FY 2007) 

Countnr Commodity Value 
Poultry meal and yellow grease $3,000 

Mexico Bovine semen 9,000,000 
Bovine embryos Undetermined 

Panama Bovine semen 300,000 
Uruguay Live horses 90,000 
Total $9,393,000 

Table 4: Expanding Export Markets 

Not all market values have been calculated and are listed as undetermined. 

Value of Export Markets Expanded 
(Fourth Quarter FY 2007) 

Country Commodity Value 
Costa Rica Swine and swine semen $200,000 
Hong Kong Poultry meat 215,000 
Japan Poultry and poultry products 300,000 

Processed eggs for animal feed 240,000 
Stone-fruit for processing 4,500,000 
Poultry and poultry products 500,000 

Mexico Dairy cattle 700,000 
Russia Poultry and poultry meat Undetermined 
Turkey Pet food 4,500,000 
South Africa Swine semen Undetermined 
Total $11,155,000 
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Table S: Accessing New Markets 

Not all market values have been calculated and are listed as undetermined. 

Value of New Markets 
(Fourth Quarter FY 2007) 

Country Commodity Value 
Albania Bovine semen $75,000 
Bolivia Poultry genetics Undetermined 
Costa Rica Live cattle 20,000 
European Union Captive bred parrots Undetermined 
Guatemala Poultry and feather meal Undetermined 
Nicaragua Equine semen Undetermined 
Panama Live cattle 300,000 
Turkey Live cattle 500,000 
Total $895,000 
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Table 6: Overseas Locations and Resources 

This table shows how APHIS deployed resources for international activities and where activities took place in FY 2007. The data does not 
include emergency funds such as avian influenz.a supplemental. 

Number of 
Activities at a Glance 

Locations (53) Employees FY2007 Description of Activities 
U.S. Hire Local Safeguarding Trade 

Africa (6) 

Covers nearby countries with developing agricultural infrastructures 

EGYPT- Cairo 1 3 $459,649 ~ ~ and those desiring to increase their international trade opportunities; 
provides technical assistance for U.S. agricultural interests abroad; 
and seeks additional access for U.S. exports. 

GHANA- Accra 0 0 $140,285 ~ ~ Assists USAID with capacity building projects in Africa. 

Assists in releasing U.S. agricultural shipments; supports the 

SENEGAL- Dakar 1 1 $618,017 ~ ~ African Growth and Opportunity Act initiative; coordinates pest risk 
assessments in Africa; and provides trade assistance to USDA' s 
Foreign Agricultural Services. 

SOUTH AFRICA-
~ ~ 

Assists governments and private exporters/importers with 
Cape Town and 2 4 $830,196 agricultural trade in sub-Saharan Africa and conducts safeguarding 
Pretoria and pre-clearance activities. 

UGANDA- Kampala 0 0 $141,925 ~ ~ Assists USAID with capacity building projects in Africa. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY 2007 
U.S. Hire Local 

Asia (12) 

BURMA- Rangoon 0 1 $36,291 

CAMBODIA- Khan 
Daun Penh 

0 1 $26,052 

CHINA- Beijing 2 3 $666,681 

INDIA- Delhi 0 0 $50,000 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

~ 
Set up in 2007 as part of USDA' s international response to avian 
influenz.a and works with community animal health workers and 
non-profit organizations. 

~ 
Set up in 2007 as part of USDA' s international response to avian 
influenz.a and works with local governments, community animal 
health workers, and non-profit organizations on avian influenza. 

Works with U.S. embassies and host government officials in 

~ ~ 
China, Hong Kong, Macau, and Mongolia to ensure the release of 
U.S.-origin agricultural commodities at Chinese ports of entry and 
coordinates with counterparts on animal and plant pests and 
diseases of concern. 

~ Set up in 2007 to conduct pre-clearance activities. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY2007 

U.S. Hire Local 

INDONESIA- Jakarta 1 2 $230,361 

JAPAN-Tokyo 2 3 $1,066,720 

LAOS- Vientiane 0 1 $18,355 

PHILIPPINES- Manila 1 3 $201,569 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

Set up in 2006 as part of USDA's international response to HPAI 

~ 
to coordinate our HPAI activities; works with local governments, 
animal health workers, and non-profit organizations; and partners 
with U.S. universities and institutions on HP Al research and 
training. 
Addresses plant and animal health issues in regard to trade; seeks 

~ ~ 
additional access and market expansion for U.S. products; pre-
clears Unshu oranges and Aomori apples; advises 16 Asian 
countries on agriculture health issues, and serves as liaison in Asia 
with Asia-Pacific Economic Cooperation, OIE, and F AO. 

~ 
Set up in 2007 as part of USDA's international response to HPAI 
and works with local governments, community animal health 
workers, and non-profit organizations on HP Al. 

Covers a total of 13 countries in the Pacific; administers pre-

~ clearance activities in New Zealand, Australia, the Philippines, 
Singapore, and Thailand; addresses SPS trade problems to ensure 
U.S. agricultural exports are accessible to foreign countries. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 
Employees 

Locations (53) FY2007 
U.S. Hire Local 

SOUTH KOREA- 1 2 $489,619 
Seoul 

TAIWAN-Taipei 1 1 $430,379 

THAILAND- Bangkok 2 3 $328,598 

Europe (5) 

AUSTRIA- Vienna 2 1 $613,341 

Activities at a Glance 

Description of Activities 
Safeguarding Trade 

Works with counterparts in eight countries on inspection and 

./ 
treatment of plant commodities; addresses and resolves SPS trade-
related issues; seeks new market access and expanding and 
retaining existing markets; and facilitates the release of U.S. 
shipments detained at ports. 

./ ./ Works within the American Institute of Taiwan to improve trade 
r~lations with Taiwan and works on HPAI in northeast Asia. 
Set up in 2006 as part ofUSDA's international response to HPAI 

./ and serves as the regional hub for APHIS' HPAI activities and 
works with F AO, OIE, and WTO offices to coordinate responses 
to HPAI. 

Manages trade issues for Russia, non-EU Eastern European 

./ countries, and the Commonwealth of Independent States; 
negotiates access for U.S. commodities; explains SPS aspects of 
entry into U.S. markets and advances international standards. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY 2007 

U.S. Hire Local 

BELGIUM- Brussels 2 2 $1,173,456 

FRANCE- Paris 1 0 $260,785 

ITALY-Rome 3 0 $2,931,479 

NETHERLANDS- The 
1 2 $134,720 

Hague 

South America (11) 

ARGENTINA- Buenos 
1 3 $230,258 

Aires 

I•,,,, ...... .._ ,, ... L~.-c~----·· 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

Advocates international recognition of scientifically-based 

v' v' 
agricultural health standards with counterparts in the European 
Union and continues science-based interchange with the WTO-
recognized technical reference authorities for animal health, plant 
health, and food safety, all of which are located in Europe. 
Works with the 0 IE, the preeminent international standard-setting 

v' v' body for trade in animals and animal products to advance U.S. 
interests in animal health, animal welfare, food safety, and wildlife 
management. 

v' 
Works with FA O's Crisis Management Center, the hub for animal 
health global, responses and provides expertise in global animal 
health crises such as HPAI. 

v' 
Works on preclearance programs for flower bulbs in the 
Netherlands, Belgium, England, Ireland, Israel, Scotland, and 
Turkey. 

./ 
Works on preclearance programs and assists local governments, 
companies, and private exporters/importers with technical issues 
relating to agricultural trade with the United States. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY 2007 
U.S. Hire Local 

BOLIVIA- Santa Cruz 1 2 $775,019 

BRAZIL- Brasilia and 
Sao Paulo 

3 5 $1,298,385 

CHILE- Santiago 2 22 $1,730,259 

COLOMBIA- Bogota 1 12 $1,208,085 

ECUADOR- Quito 0 1 $39,097 

PARAGUAY-
0 0 $315,486 

Asuncion 

PERU-Lima 0 1 $82,638 

URUGUAY-
0 2 $181,064 

Montevideo 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

./ 
Provides expertise on animal health issues--chiefly, foot and 
mouth disease eradication and works on plant health and technical 
and regulatory capacity-building. 

./ ./ 
Conducts animal and plant health safeguarding activities; pre-
clearance of agricultural products; and provides SPS assistance to 
FAS. 

./ 
Conducts pre-clearance of agricultural products and assists 
governments, companies, and private exporters/importers with 
technical issues relating to agricultural trade. 

./ ./ Provides assistance and expertise regarding foot and mouth disease 
eradication, trade issues, pest risk analysis, and health crises. 

./ Assists governments, companies, and private exporters/importers 
with agricultural trade issues. 

./ Assists Inter-American Institute for Cooperation on Agriculture 
with safeguarding projects. 

./ ./ Works on U.S. animal and plant health issues and interests and 
conducts pre-clearance of mangoes and asparagus. 

./ Provides expertise on plant and animal health issues in Uruguay 
and Paraguay. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY 2007 
U.S. Hire Local 

VENEZUELA-
0 1 $103,513 

Caracas 

Central America (6) 

BELIZE- Belmopan 0 1 $121,338 

COSTA RICA- San 
1 4 $879,226 

Jose 

GUATEMALA- 3 10 $19,577,407 
Guatemala City 

HONDURAS-
0 I $820,884 

Tegucigalpa 

------------··-· .. -·--- ·-·-

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

../ Supports local authorities on FMD and other foreign animal 
disease issues. 

../ ../ Supervises Medfly trapping; oversees pre-clearance activities; and 
works on plant health, HP AI surveillance, safeguarding, and trade. 

Works with the Inter-American Institute for Cooperation for 

../ ../ 
Agriculture (IICA) regarding agricultural trade throughout the 
hemisphere to allow access of U.S. commodities throughout the 
Americas; works on prevention of FMD and other foreign animal 
diseases; and conducts mango pre-clearance activities. 
Serves as headquarters for Medfly eradication in Central America; 
conducts surveillance and monitoring activities and maintenance of 

../ ../ sterile insect production facilities; conducts animal health 
surveillance and training to local officials; negotiates protocols for 
the import of U.S. products; and facilitates the release of detained 
U.S. agricultural shipments. 

../ 
Works on prevention of FMD and other foreign animal diseases 
and conducts plant health surveillance and capacity building for 
HPAI. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY2007 
U.S. Hire Local 

NICARAGUA-
Managua 

1 1 $664,398 

PANAMA- Panama 
City 

7 5 $11,321,303 

Caribbean (5) 

DOMINICAN 
REPUBLIC- Santo 2 6 $3,057,236 
Domingo 

HAITI- Port-au-Prince 1 11 $720,466 

JAMAICA- Kingston 
1 4 $182,037 

and Montego Bay 

TRINIDAD- Port-of-
0 1 $6,293 

Spain 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

~ ~ 
Works on prevention of FMD and other foreign animal diseases; 
conducts plant health surveillance and capacity building for HP AI; 
and conducts mango pre-clearance. 

~ 
Manages the screwworm facility in Panama and an animal health 
diagnostic laboratory. See detailed discussion of APHIS' 
screwworm program in section c. 

Works on Tropical Bont Tick surveillance, conducts safeguarding ~ 
activities such as plant health, classical swine fever, and HPAI. 

~ ~ 
Conducts year-round mango preclearance; facilitates capacity-
building workshops on HP AI; and assists in coordination efforts of 
classical swine fever eradication. 

~ ~ Conducts year-round preclearance of 31 commodities and 
facilitates capacity-building workshops on HPAI. 

~ Set up in late 2007 to assist country officials with safeguarding 
activities. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY 2007 
U.S. Hire Local 

North America (8) 

CANADA- Ottawa 1 1 $309,440 

MEXICO- Mexico City 
(safeguarding), 
Tapachula (Medfly), 
Tuxtla Gutierrez 
(screwworm 
production),Guadalajara 

8 23 $15,004,552 
(mango pre-clearance), 
Uruapan (avocado pre-
clearance), Reynosa 
(Mexfly), and Tijuana 
(Mexfly and 
safeguarding) 

-------------·-· ---·- ·--·- --

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

./ ./ Works on trade resolutions and prevention efforts of FMD and 
other foreign animal diseases. 

, These offices manage a large and diverse animal and plant 
health portfolio including: SPS trade issues; cooperative 
pest/disease surveillance, diagnostics and eradication programs; 
and, large preclearance inspection programs (valued at $750 
million) for mangoes, citrus, and avocados. Because of 
Mexico's proximity to the United States and the risk of pests or 

./ ./ 
diseases crossing the border, APHIS works with its Mexican 
counterparts to mitigate the migration and establishment of plant 
pests such as exotic fruit flies, boll weevil, pink bollworm, 
hydrilla and animal diseases such as tuberculosis, brucellosis, 
cattle tick fever, avian influenza, exotic Newcastle disease and 

' 
wildlife-vectored rabies. APHIS also provides technical support 
at a diagnostic reference laboratory in Mexico City that 
identifies animal diseases and a sterile screwworm production 
facility. 



A Comprehensive Report on International Activities 
Page 30 

Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) Employees FY2007 
U.S. Hire Local 

Headquarters 

UNITED STATES- DC 
53 0 $19,294,497 

Area 

Grand Total 110 151 $88,968,801 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

Supports overseas activities throughout 53 locations in 44 

./ ./ countries by providing management and administrative support, 
coordinating trade negotiations, and working with other Federal 
agencies on global coordinated efforts. 
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Dear Mr. Chairman: 

The Department of Agriculture (USDA) is pleased to submit to you and members of the 
Committee on Agriculture, Nutrition, and Forestry, the report titled, US. Biobased Products: 
Market Potential and Projections Through 2025. This report is submitted in accordance with 
title IX, section 948, subsection (a) of the Energy Policy Act of 2005 (Public Law 109-58). 
The enclosed report includes: 

• A description of the economic potential for the United States of the widespread 
production and use of commercial and industrial biobased products through calendar year 
2025;and 

• To the extent possible, identifies the economic potential by product area. 

USDA would like to draw your attention to the fact that development of the biobased 
products industry can be expected to spur increased investment in processing and manufacturing 
facilities in rural America. This investment will expand employment opportunities for rural 
residents and spur demand for farm products. The science and technology for producing 
biobased products have advanced to the point that a wide array of products such as fuels, 
chemicals, and materials currently produced from petroleum feedstocks can now be produced 
from biobased feedstocks. Moreover, these biobased products can compete on a performance 
basis with products made from petrochemical feedstocks. To achieve the forecast growth, a 
number of scientific and processing impediments must be cleared, including the development of 
improved fermentation processes, improved biocatalysts, and integration of biomass conversion 
into large-scale biorefineries. 

If you have any questions regarding the report, please contact Dr. Roger Conway, 
Director, at 202-401-0461 or Dr. Harry Baumes, Associate Director, at 202-401-0497, with 
USDA's Office of Energy Policy and New Uses. 
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Sincerely, 

Edward T. Schafer 
Secretary 
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The Department of Agriculture (USDA) is pleased to submit to you and members of the 
Committee on Agriculture the report titled, US. Biobased Products: Market Potential and 
Projections Through 2025. This report is submitted in accordance with title IX, section 948, 
subsection (a) of the Energy Policy Act of 2005 (Public Law 109-58). The enclosed report 
includes: 

• A description of the economic potential for the United States of the widespread 
production and use of commercial and industrial biobased products through calendar year 
2025;and 

• To the extent possible, identifies the economic potential by product area. 

USDA would like to draw your attention to the fact that development of the biobased 
products industry can be expected to spur increased investment in processing and manufacturing 
facilities in rural America. This investment will expand employment opportunities for rural 
residents and spur demand for farm products. The science and technology for producing 
biobased products have advanced to the point that a wide array of products such as fuels, 
chemicals, and materials currently produced from petroleum feedstocks can now be produced 
from biobased feedstocks. Moreover, these biobased products can compete on a performance 
basis with products made from petrochemical feedstocks. To achieve the forecast growth, a 
number of scientific and processing impediments must be cleared, including the development of 
improved fermentation processes, improved biocatalysts, and integration of biomass conversion 
into large-scale biorefineries. 

If you have any questions regarding the report, please contact Dr. Roger Conway, 
Director, at 202-401-0461 or Dr. Harry Baumes, Associate Director, at 202-401-0497, with 
USDA's Office of Energy Policy and New Uses. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 
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United States Department of Agriculture 

The Honorable Saxby Chambliss 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

APR I 4 2008 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Senator Chambliss: 

The Department of Agriculture (USDA) is pleased to submit to you and members of the 
Committee on Agriculture, Nutrition, and Forestry, the report titled, US. Biobased Products: 
Market Potential and Projections Through 2025. This report is submitted in accordance with 
title IX, section 948, subsection (a) of the Energy Policy Act of2005 (Public Law 109-58). 
The enclosed report includes: 

• A description of the economic potential for the United States of the widespread 
production and use of commercial and industrial biobased products through calendar year 
2025;and 

• To the extent possible, identifies the economic potential by product area. 

USDA would like to draw your attention to the fact that development of the biobased 
products industry can be expected to spur increased investment in processing and manufacturing 
facilities in rural America. This investment will expand employment opportunities for rural 
residents and spur demand for farm products. The science and technology for producing 
biobased products have advanced to the point that a wide array of products such as fuels, 
chemicals, and materials currently produced from petroleum feedstocks can now be produced 
from biobased feedstocks. Moreover, these biobased products can compete on a performance 
basis with products made from petrochemical feedstocks. To achieve the forecast growth, a 
number of scientific and processing impediments must be cleared, including the development of 
improved fermentation processes, improved biocatalysts, and integration of biomass conversion 
into large-scale biorefineries. 

If you have any questions regarding the report, please contact Dr. Roger Conway, 
Director, at 202-401-0461 or Dr. Harry Baumes, Associate Director, at 202-401-0497, with 
USDA's Office of Energy Policy and New Uses. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 
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The Honorable Bob Goodlatte 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 
1305 Longworth House Office Building 
Washington, D.C. 20515-6001 

Dear Congressman Goodlatte: 

Office of the Secretary 
Washington, D.C. 20250 

APR 1 4 2008 

The Department of Agriculture (USDA) is pleased to submit to you and members of the 
Committee on Agriculture the report titled, US. Biobased Products: Market Potential and 
Projections Through 2025. This report is submitted in accordance with title IX, section 948, 
subsection (a) of the Energy Policy Act of 2005 (Public Law 109-58). The enclosed report 
includes: 

• A description of the economic potential for the United States of the widespread 
production and use of commercial and industrial biobased products through calendar year 
2025;and 

• To the extent possible, identifies the economic potential by product area. 

USDA would like to draw your attention to the fact that development of the biobased 
products industry can be expected to spur increased investment in processing and manufacturing 
facilities in rural America. This investment will expand employment opportunities for rural 
residents and spur demand for farm products. The science and technology for producing 
biobased products have advanced to the point that a wide array of products such as fuels, 
chemicals, and materials currently produced from petroleum feedstocks can now be produced 
from biobased feedstocks. Moreover, these biobased products can compete on a performance 
basis with products made from petrochemical feedstocks. To achieve the forecast growth, a 
number of scientific and processing impediments must be cleared, including the development of 
improved fermentation processes, improved biocatalysts, and integration of biomass conversion 
into large-scale biorefineries. 

If you have any questions regarding the report, please contact Dr. Roger Conway, 
Director, at 202-401-0461, or Dr. Harry Baumes, Associate Director, at 202-401-0497, with 
USDA's Office of Energy Policy and New Uses. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 
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The Honorable Collin Peterson 
Chainnan 
Committee on Agriculture 
U.S. House of Representatives 

USDA 
iiim 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

- - HAY' 5-· 2ooa-~· .__ - --

1301 Longworth House Office Building 
Washington, D.C. 20515-6001 

Dear Mr. Chainnan: 

The enclosed report is being provided pursuant to Section 1546 of the F annland 
Protection Policy Act (FPPA), 7 U.S.C. 4207. Section 1546 ofFPPA requires that the Secretary 
of Agriculture report each year to the Committee on Agriculture, Nutrition, and Forestry of the 
United States Senate and the Committee on Agriculture of the U.S. House of Representatives on 
the progress made in implementing the provisions of that subtitle. 

The FPPA annual report includes infonnation on: (I) the effects of Federal programs 
with respect to the protection of United States farmland; (2) the review and revision of Federal 
policies and procedures affecting farmland conversion; and (3) Federal, State, and local efforts to 
protect farmland. The enclosed FPPA annual report for fiscal year 2007 fulfills the requirement 
of Section 1546. A similar letter has been sent to Congressman Peterson. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



VSDA 
iiim 

United States Department of Agriculture 

The Honorable Tom Harkin 
Chairman 

OHice of the Secretary 
Washingtor:, D.C. 20250 

H'AY -5 2008 · · 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Mr. Chairman: 

The enclosed report is being provided pursuant to Section 1546 of the Farmland 
Protection Policy Act (FPPA), 7 U.S.C. 4207. Section 1546 ofFPPA requires that the Secretary 
of Agriculture report each year to the Committee on Agriculture, Nutrition, and Forestry of the 
United States Senate and the Committee on Agriculture of the U.S. House of Representatives on 
the progress made in implementing the provisions of that subtitle. 

The FPPA annual report includes information on: (1) the effects of Federal programs 
with respect to the protection of United States fannland; (2) the review and revision of Federal 
policies and procedures affecting farmland conversion; and (3) Federal, State, and local efforts to 
protect fannland. The enclosed FPPA annual report for fiscal year 2007 fulfills the requirement 
of Section 1546. A similar letter has been sent to Congressman Peterson. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunit~ Employer 
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FARMLAND PROTECTION 
POLICY ACT 

ANNUAL REPORT 
FOR 

FY 2007 

The fiscal year (FY) 2007 Farmland Protection Policy Act (FPPA) Annual Report 
consists of three components: 

I. Progress of Federal agencies in implementing farmland protection; 
II. Review and revision of Federal policies and procedures affecting farmland 

conversion; and 
Ill. Federal, State, and local efforts to protect farmland. 

I. Progress of Federal Agencies in Implementing the Farmland 
Protection Policy Act (FPPA) 

According to the FPPA final rule, Federal agencies are required to evaluate the 
impacts of federally funded projects that may involve converting farmlands to 
nonagricultural uses and to consider alternative actions that would lessen the 
adverse effects of the land's conversion (7 CFR Part 658 and 675). Federal 
agencies request assistance from the Natural Resources Conservation Service 
(NRCS) in complying with the FPPA by submitting a Farmland Conversion 
Impact Rating Sheet (Form AD-1006). The agency then conducts a Land 
Evaluation and Site Assessment (LESA) of the project area. NRCS provides 
land evaluation information, while the responsible Federal agency completes the 
site assessment portion of the analysis. In order to implement the FPPA, Federal 
agencies address the potential conversion of agricultural land when reviewing 
internal projects or providing assistance to local communities. 

Prime farmland is land that has the best combination of physical and chemical 
characteristics for producing food, feed, forage, fiber, and oilseed crops and is 
available for these uses (the land could be cropland, pastureland, rangeland, 
forestland, or other land, but not urban built-up land or water). Land used for a 
specific high-value food or fiber crop is classified as unique fanTiland. Generally, 
additional farmlands of statewide importance include those that are nearly prime 
farmland and that economically produce high yields of crops when treated and 
managed according to acceptable farming methods. In some local areas, there 
is concern for certain additional farmlands, even though these lands are not 
identified as having national or statewide importance. These farmlands are 
identified as "local importance" by local ordinance or adoption by local 
government. When jurisdictions adopt local LESA Systems, Federal agencies 
use these systems to review activities that may impact farmland. Less than 10 
percent of the reviews offered alternative sites or were able to use a local LESA 
system for the conversion evaluation and site assessment. 



According to the 2001 Department of Agriculture (USDA) National Resources 
Inventory (NRI) data, in the period between 1992 and 2001 about 6 million acres 
(28 percent) of the new land developed was prime farmland. Between 1981 and 
1991, about 4 million acres (29 percent) was prime farmland. 

Correspondingly, the rate of prime farmland development increased from_ an 
average of 400,000 acres per year between 1981 and 1991 compared to 
600,000 acres per year between 1992 and 2001. For more information about the 
NRI, visit http:/lwww.nrcs.usda.gov/technical/NRI/. 

The following table summarizes the land evaluated as a result of Federal projects 
from 1997-2007. 

Table 1 - FPPA and Important Farmland Numbers: 1997-2007 

PERCENT OF IMPORTANT AGENCIES 
IMPORTANT FARMLAND SUBMITTING 
FARMLAND (within land REQUESTS 
(of total land evaluated) 
evaluated) 

Year 
Percent Total 

Acres Acres No. of Agencies 
1997 41 61, 172 16 
1998 45 114,382 13 
1999 45 83,452 13 
2000 54 134,975 22 
2001 34 102,604 26 
2002 30 75,151 26 
2003 30 76,892 28 
2004 52 60,040 38 
2005 67 73,007 25 
2006 62 65,989 26 
2007 39 74,220 25 

In FY 2007, NRCS received 2,552 AD-1006 forms from 25 Federal agencies 
requesting assistance to evaluate the impact of proposed conversions of lands 
that would result from their projects. A total of 190, 004 acres of land from 43 
States were proposed for conversion to nonagricultural uses. Thirty-nine percent 
of the acres reviewed were identified as important farmland (as defined in 7 CFR 
Part 657). Of the 7 4,220 important farmland acres reviewed, 62, 784 were prime 
or unique farmland and 11,436 were State or locally important soils. Of the 
farmland acres proposed for conversion, Florida and Texas reported the greatest 
number of acres with over 13,800 and 8,900 acres, respectively; ten States 
reported no acres; and six States reported less than 100 acres with Federal 
impact actions that proposed farmland conversion (Tables 2 and 3). 
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In FY 2007, the Federal Highway Administration reported the greatest amount of 
Important farmland proposed for conversion with 21,432 acres. The Army Corps 
of Engineers reported the second greatest amount of proposed conversion, 
18,508. These two agencies account for 54 percent of all proposed important 
farmland conversion (:-Table4). 

Table 2 - Top Ten States Acres of Farmland Converted 

. $T/;'TE$ ACRES 
.· .. , ',,, ,''' .. . 

Florida 
13,801 

Texas 
8,979 

Indiana 
5, 196 

Louisiana 
4,899 

Illinois 
4,351 

Arkansas 
3,981 

South Dakota 
3,146 

California 
2,810 

North Carolina 
2.474 

Missouri 
2,321 
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Table 3 - Acres of Farmland Proposed for Conversion by State 

Percent Percent 
Total of Total of 

Total Percent Jn1portant Important Total Percent Important Important 
Land of Land Fann land Farmland Land ofland Fannland Farmland 
Acres Acres Acres Acres Acres Acres Acres Acres 

State Pronosod Prooosed oroposod Proposed State Prooosed Pronosed proposed ProoOsed 

AK 2 0.00 2 0.00 MT 222 0.12 39 0.05 

AL 2,817 l.48 1,954 2.63 NC 4,717 2.48 2,474 3.33 

AR 10,91 I 5.74 3,981 5.36 ND 514 0.27 320 0.43 

AZ 2,823 l.49 2,029 2.73 NE 585 0.31 473 0.64 
CA 5,205 2.74 2,8IO 3.79 NH I09 0.06 40 0.05 

co 1,147 0.60 987 1.33 NJ 0 0.00 0 0.00 

CT IO o.oi IO 0.01 NM 35 0.02 0 0.00 

DE 1,140 0.60 522 0.70 NV 37,333 19.65 0 0.00 

FL 47,525 25.01 13,801 18.59 N\' 1,137 0.60 241 0.32 

GA 680 0.36 370 0.50 OH 1,372 0.72 1,201 1.62 

m 0 0.00 0 0.00 OK 888 0.47 442 0.60 

IA 1,258 0.66 930 1.25 OR 943 0.50 900 1.21 

ID 1,360 0.72 650 0.88 PA 3,256 1.71 1,338 l.80 

IL 4,555 2.40 4,351 5.86 RI 0 0.00 0 0.00 ·----
IN 9,300 4.89 5,196 7.00 SC 2,976 1.57 2,055 2.77 

KS 3,017 1.59 1,345 1.81 SD 3,477 1.83 3,146 4.24 

KY 449 0.24 258 0.35 TN 3,207 l.69 2,076 2.80 

LA 5,358 2.82 4,899 6.60 TX 15,331 8.07 8,979 12.IO 

MA 0 0.00 0 0.00 VT 1,321 0.70 18 0.02 

MD 0 0.00 0 0.00 VA 518 0.27 321 0.43 

ME 474 0.25 375 0.51 VT 0 0.00 0 0.00 

Ml 511 0.27 14 0.02 WA 351 0.18 211 0.28 

MN 4,473 2.35 1,944 2.62 WI 518 0.27 275 0.37 

MO 3,430 1.81 2,321 3.13 WV 0 0.00 0 0.00 

MS 1,756 0.92 270 0.36 WY o 0.00 o 0.00 

Totals 190,004 I00.00 74 220 I00.00 
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Table 4 - Breakdown of Acres and AD-1006 Forms Received by Federal 
Agencies in FY 2007 

Total 
Total important Prime 

ADI006 land farmland or 
requests acres acres Unique 

Denartment Federal A•encv received prooosed proposed (Acres! 

DHS federal Emergency Management Agency 17 1.296 593 575 

DOA Army Corps of Engineers 50 52,131 18,508 18,474 

DOC Econ Development Administration 2 57 43 18 

DOD Department ot Defense 8 62 27 27 

DOE Fed Energy Regulatory Commission 25 2,973 632 632 

DOE Department of Energy 9 37.381 25 25 

DOI Bureau of Indian Affairs 21 2,289 837 365 

DOI Bureau of Land Management 2 365 0 0 

DOI Department of the Interior 3 146 123 123 

DOI U.S. Fish & Wildlife Service 4 108 13 13 

DOI Indian Housing Authority 91 526 21 l 211 

DOI National Park Sen·ice I 26 26 26 

DOl Office of Sen·ice Mining 0 0 0 0 

DO! Bureau of Prisons 4 259 59 59 
DOJ Department of Justice 0 0 0 0 

DHHS Department of Health & Human Servkes 2 20 20 12 

DOT Department of Transportation 211 4,410 2,597 2,257 

DOT Federal Aviation Administration 49 7,740 5,835 4,305 

DOT Federal Highway Administration 336 33,473 21,432 16,348 

DOT Federal Railroad Administration I 0 0 0 

EPA Environmental Protection Agency 111 3,555 1.691 1,067 

HUD Department of Housing and Urban Development 214 1 588 667 560 

HUD Federal Housing Administration 482 14 .• 647 5,693 5,467 

USDA Farm Service Agency I 17 11 4 

USDA Forest Service 0 0 0 0 

USDA Natural Resources Conservation Service 124 8,976 5,213 3,438 

USDA Rural Development 645 14,554 9,154 8,397 

USDA Rural Utilities Service 109 3,405 810 381 

TOTALS 2,522 190,004 74,220 62,784 
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State 
and local 
farmland 
acres 
prooosed 

18 

34 

25 

0 

0 

0 

472 

0 

0 

0 

0 

0 

0 

0 

0 

8 

340 

l,530 

5,084 

0 

624 

107 

226 

7 

0 

1,775 

757 

429 

11.436 



II. Review and Revision of Federal Polices and Procedures Affecting 
Farmland Conversion 

In order to implement FPPA more efficiently and to implement e-Government 
initiatives, NRCS has deployed a web-based version of the Farmland Conversion 
Impact Rating Form (AD-1006). The web-based form is located at 
http://fppa.nrcs.usda.gov/lesa/. The site allows Federal agencies and agency 
representatives to register with NRCS and receive site evaluations in a timely 
manner via the web. This is the first step to fully automating the FPPA process. 

Ill Federal, State, and Local Efforts to Protect Farmland 

The Farm and Ranch Lands Protection Program (FRPP), first authorized by 
Congress in 1996, provides financial assistance to farmers and ranchers 
enabling them to keep their land in agriculture. More specifically, the FRPP 
provides matching funds to State, Tribal, and local governments and 
non-governmental organizations with existing farmland protection programs to 
purchase conservation easements from farmers and ranchers. These entities 
purchase easements from landowners in exchange for a lump sum payment, not 
to exceed the a-pp raised fair market value of the land's development rights. 
Participating landowners agree not to convert their land to non-agricultural uses 
and to develop and implement a conservation plan for any highly erodable land. 
Landowners retain all rights to use the property for agriculture. 

From 1996-2007, a total of $526.7 million was available to FRPP. During that 
time, 49 States have received over $511.8 million in financial assistance from 
FRPP funds. Easements on 1,914 farms and ranches have been purchased 
using FRPP funds. It is estimated that 389,394 acres of prime, unique, and 
important farmland soil on the urban fringe have been or will be permanently 
protected from conversion to nonagricultural uses with these easements. 
Approximately 536,936 acres on 2,764 farms, with an estimated cumulative 
easement value of nearly $1.63 billion, have or will have easement contracts in 
the near future. To date, all acquired easements and other interests proposed 
for acquisition are for perpetuity. 

The following two figures display information on programmatic accomplishments 
through FRPP cooperative agreements that obligated over $70 million in 
FY 2007 FRPP funds to protect 54,488 acres on 299 farms. 
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Figure 1 - FY 2007 FRPP Financial Assistance Dollars Obligated 

Figure 2 - FY 2007 FRPP Acres Protected 

FY-2007 FRPP Number of Acres 
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More information on FRPP can be found at 
http://www. nrcs. usda.gov/programs/frpp/. 

For States and local efforts under the provisions of the Farmland Protection 
Policy Act, [Section 1544(b), Public Law 97-88]. the Farmland Information Center 
(FIG) provides general information, technical assistance, and targeted research 
based on inquiries from stakeholders to provide answers for communities trying 
to protect agricultural land resources from unnecessary conversion to 
nonagricultural uses. The Farmland Information Library is an electronic library 
located on the web at: http://www.farmlandinfo.org/. 

In FY 2007, NRCS contributed $175,000 to match American Farmland Trust's 
investment in FIG. The FIG answer service staff provided direct technical 
assistance to 756 individuals from 49 States, the District of Columbia, Canada, 
Puerto Rico, Spain, Germany, and Uganda. More than 88,465 Web visitors 
generated 3,051,248 hits on the FIG Web site. During the year, FIG staff 
continued to expand Web site content adding legislative updates, local laws, and 
more sample documents. Staff also updated materials including the Purchase of 
Agricultural Conservation Easement (PACE) tables and fact sheets, Agricultural 
Districts and Cost of Community Services fact sheets, and summary of FRPP 
allocations. 

In August 2007, American Farmland Trust completed a feasibility study surveying 
242 entities including Non-Government Organizations, local governments and 
State agencies that have received funds from the USDA's FRPP. Findings 
included: FRPP funded easements were being monitored on an annual basis 
and were subject to very few legal challenges. The study provided a 
comprehensive foundation and snapshot for conducting further analysis of survey 
findings and program recipient policies. 

lri September 2007, the Norm Berg Collection became available through FIG 
[http://www.farmlandinfo.org/norm_berg_collection/]. The collection includes 
nearly 200 speeches and articles written by Berg from the mid-1960s to the late 
1970s, when he was in leadership positions at the Soil Conservation Service, 
testimony delivered by Berg, Federal laws, biographical sketches, and tributes 
prepared by esteemed colleagues and friends. 

In addition to maintaining and expanding FIG, the American Farmland Trust 
(AFT) continues to work with Land Grant Universities to test tools that help 
compare the costs of purchasing an easement to the benefits the farm could 
provide in the future. AFT has been documenting the impacts of PACE programs 
in a multiyear USDA NRI study involving 15 agricultural counties on the urban 
edge. This study builds upon previous findings from the NRCS funded (2002-
2004) National Assessment of Agricultural Conservation Easement Programs. 
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Control Number: 5353733

DEPARTMENT OF AGRICULTURE 

OFFICE OF THE EXECUTIVE SECRETARIAT 

WASHINGTON, D.C. 20250 

TO: Dale W. Moore, Chief of Staff 

SUBJECT: APHIS AQI User-Fees Alaska-U.S. Trucks 

DATE: April 16, 2008 

These letters report to the Committees on Appropriations on the 
Agricultural Quarantine Inspection (AQI) user-fee requirements for 
commercial trucks transiting non-stop from Alaska to the 
continental United States through Canada. The report was 
required by the Senate Report accompanying the FY 2008 
Agriculture Appropriations Bill. 

The letters were prepared in APHIS, and they have been cleared 
by APHIS, OGC, OBPA, Congressional Relations, and MRP. 

I forward the proposed letters for your consideration, and as 
appropriate, the Secretary's review and signature. 

Thank you. 

Bruce G. Bundick 
Director 

~'t/c1 



USDA -
United Statee Department of Agriculture 

The Honorable Rosa DeLauro 

Office of the Secretary 
Washington, D.C. 20250 

APR 2 1 2008 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

As requested by Senate Report 110-134 accompanying the FY2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the Animal and Plant Health Inspection Service (APHIS) is 
providing an update on the Agricultural Quarantine Inspection (AQI) user-fee 
requirements for commercial trucks transiting non-stop through Canada between Alaska 
and the continental United States. 

APHIS published an interim rule in the Federal Register on August 25, 2006, 
amending its regulations to remove the exemption from AQI user fees for commercial 
conveyances-including trucks transiting Canada while traveling between Alaska and the 
continental United States-and international air passengers entering the United States 
from Canada. This rule took effect for commercial trucks on June 1, 2007. Historically, 
APHIS performed limited inspections along the Canadian border. However, starting in 
the 1990s, AP HIS' inspection data showed an increasing number of interceptions at the 
U.S.-Canada border of prohibited materials that originated outside of Canada and that 
presented risks to U.S. agricultural production. APHIS determined that it was necessary 
to expand agricultural inspection operations at the border, and because the AQI program 
is a full-cost recovery program, it was necessary to collect user fees at the border to do 
so. The Department of Homeland Security's Customs and Border Protection (CBP) now 
conducts agricultural inspection activities at U.S. ports of entry, and APHIS transfers 
AQI funding to CBP to cover these inspections. 

We recognize your concern about the effects of this rule on commercial trucking 
companies that transit non-stop through Canada from Alaska. However, after careful 
consideration and review of the issue, we do not believe that we should implement an 
exemption for these entities. We believe that developing an exemption system for these 
entities would be unfair to the many other individuals and entities that would continue 
paying the fee even though they may present only slightly greater pest and disease risks. 

An Equal Opportunity Employer 



The Honorable Rosa DeLauro 
Page 2 

Setting fee rates based on relative risks posed by any given conveyance would be 
difficult and prove extraordinarily complex and confusing for the CBP inspectors and 
those paying the fees. In addition, CBP's current user-fee collection mechanisms do not 
allow for exemptions. Procedures to identify the trucks in question and verify that they 
have not stopped to load or unload cargo would have to be implemented, resulting in 
additional administrative costs to the AQI program and potentially causing delays for 
commercial and personal travelers. Additionally, the owner of a truck can purchase an 
electronic pass for $105.00 that covers unlimited trips between Canada and the United 
States during a year-long period; we do not believe that constitutes an onerous burden. 

We recognize your concerns about this matter and appreciate the Committee's 
interest. Similar letters are being sent to Congressman Kingston and Senators Kohl and 
Bennett. 

Sincerely, 

t~~~ 
Edward T. Schafer J 

Secretary 



USDA -
United States Department of Agriculture 

The Honorable Robert F. Bennett 

Office of the Secretary 
Washington, D.C. 20250 

APR 2 1 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Bennett: 

As requested by Senate Report 110-134 accompanying the FY2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the Animal and Plant Health Inspection Service (APHIS) is 
providing an update on the Agricultural Quarantine Inspection (AQI) user-fee 
requirements for commercial trucks transiting non-stop through Canada between Alaska 
and the continental United States. 

APHIS published an interim rule in the Federal Register on August 25, 2006, 
amending its regulations to remove the exemption from AQI user fees for commercial 
conveyances-including trucks transiting Canada while traveling between Alaska and the 
continental United States-and international air passengers entering the United States 
from Canada. This rule took effect for commercial trucks on June 1, 2007. Historically, 
APHIS performed limited inspections along the Canadian border. However, starting in 
the 1990s, AP HIS' inspection data showed an increasing number of interceptions at the 
U.S.-Canada border of prohibited materials that originated outside of Canada and that 
presented risks to U.S. agricultural production. APHIS determined that it was necessary 
to expand agricultural inspection operations at the border, and because the AQI program 
is a full-cost recovery program, it was necessary to collect user fees at the border to do 
so. The Department of Homeland Security's Customs and Border Protection (CBP) now 
conducts agricultural inspection activities at U.S. ports of entry, and APHIS transfers 
AQI funding to CBP to cover these inspections. 

We recognize your concern about the effects of this rule on commercial trucking 
companies that transit non-stop through Canada from Alaska. However, after careful 
consideration and review of the issue, we do not believe that we should implement an 
exemption for these entities. We believe that developing an exemption system for these 
entities would be unfair to the many other individuals and entities that would continue 
paying the fee even though they may present only slightly greater pest and disease risks. 

An Equal Opportunity Employer 
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Setting fee rates based on relative risks posed by any given conveyance would be 
difficult and prove extraordinarily complex and confusing for the CBP inspectors and 
those paying the fees. In addition, CBP's current user-fee collection mechanisms do not 
allow for exemptions. Procedures to identify the trucks in question and verify that they 
have not stopped to load or unload cargo would have to be implemented, resulting in 
additional administrative costs to the AQI program and potentially causing delays for 
commercial and personal travelers. Additionally, the owner of a truck can purchase an 
electronic pass for $105.00 that covers unlimited trips between Canada and the United 
States during a year-long period; we do not believe that constitutes an onerous burden. 

We recognize your concerns about this matter and appreciate the Committee's 
interest. Similar letters are being sent to Senator Kohl, Congresswoman DeLauro and 
Congressman Kingston. 

Sincerely, 

&~ 
Edward T. Schafer 
Secretary 
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United States Department of Agriculture 

The Honorable Herbert Kohl 

Office of the Secretary 
Washington, D.C. 20250 

APR 2 1 2008 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

As requested by Senate Report 110-134 accompanying the FY2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the Animal and Plant Health Inspection Service (APHIS) is 
providing an update on the Agricultural Quarantine Inspection (AQI) user-fee 
requirements for commercial trucks transiting non-stop through Canada between Alaska 
and the continental United States. 

APHIS published an interim rule in the Federal Register on August 25, 2006, 
amending its regulations to remove the exemption from AQI user fees for commercial 
conveyances-including trucks transiting Canada while traveling between Alaska and the 
continental United States-and international air passengers entering the United States 
from Canada. This rule took effect for commercial trucks on June 1, 2007. Historically, 
APHIS performed limited inspections along the Canadian border. However, starting in 
the 1990s, AP HIS' inspection data showed an increasing number of interceptions at the 
U.S.-Canada border of prohibited materials that originated outside of Canada and that 
presented risks to U.S. agricultural production. APHIS determined that it was necessary 
to expand agricultural inspection operations at the border, and because the AQI program 
is a full-cost recovery program, it was necessary to collect user fees at the border to do 
so. The Department of Homeland Security's Customs and Border Protection (CBP) now 
conducts agricultural inspection activities at U.S. ports of entry, and APHIS transfers 
AQI funding to CBP to cover these inspections. 

We recognize your concern about the effects of this rule on commercial trucking 
companies that transit non-stop through Canada from Alaska. However, after careful 
consideration and review of the issue, we do not believe that we should implement an 
exemption for these entities. We believe that developing an exemption system for these 
entities would be unfair to the many other individuals and entities that would continue 
paying the fee even though they may present only slightly greater pest and disease risks. 
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Setting fee rates based on relative risks posed by any given conveyance would be 
difficult at best and cause extraordinarily complex and confusing for the CBP inspectors 
and those paying the fees. In addition, CBP's current user-fee collection mechanisms do 
not allow for exemptions. Procedures to identify the trucks in question and verify that 
they have not stopped to load or unload cargo would have to be implemented, resulting in 
additional administrative costs to the AQI program and potentially causing delays for 
commercial and personal travelers as well as an administrative burden. Additionally, the 
owner of a truck can purchase an electronic pass for $105.00 that covers unlimited trips 
between Canada and the United States during a year-long period; we do not believe that 
constitutes an onerous burden. 

We recognize your concerns about this matter and appreciate the Committee's 
interest. Similar letters are being sent to Senator Bennett, Congresswoman DeLauro and 
Congressman Kingston. 

Sincerely, 

fur~ 
Edward T. Schafer 
Secretary 
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United States Department of Agriculture 

The Honorable Jack Kingston 

Office of the Secretary 
Washington, D.C. 20250 

APR 2 1 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-1001 

Dear Congressman Kingston: 

As requested by Senate Report 110-134 accompanying the FY2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the Animal and Plant Health Inspection Service (APHIS) is 
providing an update on the Agricultural Quarantine Inspection (AQI) user-fee 
requirements for commercial trucks transiting non-stop through Canada between Alaska 
and the continental United States. 

APHIS published an interim rule in the Federal Register on August 25, 2006, 
amending its regulations to remove the exemption from AQI user fees for commercial 
conveyances-including trucks transiting Canada while traveling between Alaska and the 
continental United States-and international air passengers entering the United States 
from Canada. This rule took effect for commercial trucks on June 1, 2007. Historically, 
APHIS performed limited inspections along the Canadian border. However, starting in 
the 1990s, APHIS' inspection data showed an increasing number of interceptions at the 
U.S.-Canada border of prohibited materials that originated outside of Canada and that 
presented risks to U.S. agricultural production. APHIS determined that it was necessary 
to expand agricultural inspection operations at the border, and because the AQI program 
is a full-cost recovery program, it was necessary to collect user fees at the border to do 
so. The Department of Homeland Security's Customs and Border Protection (CBP) now 
conducts agricultural inspection activities at U.S. ports of entry, and APHIS transfers 
AQI funding to CBP to cover these inspections. 

We recognize your concern about the effects of this rule on commercial trucking 
companies that transit non-stop through Canada from Alaska. However, after careful 
consideration and review of the issue, we do not believe that we should implement an 
exemption for these entities. We believe that developing an exemption system for these 
entities would be unfair to the many other individuals and entities that would continue 
paying the fee even though they may present only slightly greater pest and disease risks. 
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Setting fee rates based on relative risks posed by any given conveyance would be 
difficult at best and cause extraordinarily complex and confusing for the CBP inspectors 
and those paying the fees. In addition, CBP's current user-fee collection mechanisms do 
not allow for exemptions. Procedures to identify the trucks in question and verify that 
they have not stopped to load or unload cargo would have to be implemented, resulting in 
additional administrative costs to the AQI program and potentially causing delays for 
commercial and personal travelers as well as an administrative burden. Additionally, the 
owner of a truck can purchase an electronic pass for $105.00 that covers unlimited trips 
between Canada and the United States during a year-long period; we do not believe that 
constitutes an onerous burden. 

We recognize your concerns about this matter and appreciate the Committee's 
interest. Similar letters are being sent to Congresswoman DeLauro and Senators Kohl 
and Bennett. 

Sincerely, 

Edw~~ 
Secretary 



Control Number: 5353742..... 

DEPARTMENT OF AGRICULTURE 
OFFICE OF THE EXECUTIVE SECRETARIAT 

WASHINGTON, D.C. 20250 

TO: Dale W. Moore, Chief of Staff 

SUBJECT: Expenditure of Funds in HPAI Effort 

DATE: May 23, 2008 

Here are proposed letters to the Chairmen and Ranking Members 
of the Agriculture Subcommittees of the Committees on 
Appropriations transmitting a report on efforts of the Animal and 
Plant Health Inspection Service (APHIS) to protect against the 
introduction of Highly Pathogenic Avian Influenza (HPAI). The 
report includes a table displaying the funds that have been spent. 

The letters and report were prepared by APHIS, and they have 
been cleared by APHIS, OGC, OBPA, and Deputy Under 
Secretary Eller for MRP. 

I forward the letters and report for your consideration, and as 
appropriate, the Secretary's review and signature. 

Thank you. 

Bruce G. Bundick 
Director 
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United States Department of Agriculture 

The Honorable Rosa DeLauro 

Office of the Secretary 
Washington, D.C. 20250 

MAY 2 3 2008 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20SlS-6016 

Dear Madam Chairwoman: 

House Report 110-258 requests a report on how funds have been spent on the highly 
pathogenic avian influenza (HP Al) effort. We are pleased to submit the enclosed report on 
activities taken by the Animal and Plant Health Inspection Service (APHIS) to protect against 
introduction of HP AI into the United States. 

As the lead technical agency for animal health within the integrated U.S. Government 
response to HPAI worldwide, AP HIS implemented a comprehensive program of activities that is 
directly aligned to the three pillars of the international efforts included in the National Strategy 
for Pandemic Influenza: Preparedness and Communication; Surveillance and Detection; and 
Response and Containment. 

In addition, AP HIS developed a domestic surveillance plan for the HSN 1 strain of avian 
influenza. The plan addresses surveillance requirements in poultry, wildlife, and live bird 
marketing. The APHIS plan addresses these needs in three operational areas: Domestic Bird 
Surveillance and Diagnostics; Wildlife Surveillance and Diagnostics; and Emergency 
Preparedness and Communication. 

APHJS has been working closely with States and other Federal agencies in a coordinated 
effort to ensure that ample surveillance for the HSN 1 strain is in place. This would allow for 
early detection should the virus enter the United States. Our coordinated effort is part of a larger 
National Strategy for Pandemic Influenza, which includes low pathogenic avian influenza 
efforts. 

A specific National domestic program goal is to prevent and control low pathogenic HS 
and H7 avian influenza in the U.S. commercial broiler, layer, and turkey industries, in the live 
bird marketing system, and to monitor for its presence in the wild. Control of the HS and H7 
strains helps to preserve international trade in poultry and poultry products, since both can exist 
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as low pathogenic strains with potential to mutate into a highly pathogenic form. In addition, 
controlling the virus reduces the likelihood of it becoming a zoonotic agent, thereby protecting 
human health. 

We hope you find the enclosed report useful. We appreciate your interest in the program 
and stand ready to provide you and your staff with any additional information and briefings you 
may require. Similar letters are being sent to Congressman Kingston and Senators Kohl and 
Bennett. 

Sincerely, 

Secretary 

Enclosure 



USDA -
United St1t11 Dep1rtm1nt of Agrlcultur1 

I he I Jonorablc Herb Kohl 

Office of the Secretary 
Washington, 0. C. 20250 

MAY! 3 2008 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chuirman: 

House Report l l 0-258 requests a report on how funds have been spent on the highly 
pathogenic avian inlluenza (HPAI) effort. We are pleased to submit the enclosed report on 
activities taken by the Animal and Plant Health Inspection Service (APHIS) to protect against 
introduction of IIPAI into the United States. 

As the lead technical agency for animal health within the integrated U.S. Government 
response to HPAI worldwide, APHlS implemented a comprehensive program of activities that is 
directly aligned to the three pillars of the international efforts included in the National Strategy 
for Pandemic Influenza: Preparedness and Communication; Surveillance and Detection; and 
J{esponse and Containment. 

l n addition, APHIS developed a domestic surveillance plan for the HSN 1 strain of avian 
inlluenza. The plan addresses surveillance requirements in poultry, wildlife, and live bird 
marketing. lfo: APHIS plan addresses these needs in three operational areas: Domestic Bird 
Surveillance and Diagnostics; Wildlife Surveillance and Diagnostics; and Emergency 
Preparedness and Communication. 

APH!S has been working closely with States and other Federal agencies in a coordinated 
effort to ensure that ample surveillance for tht! HSN 1 strain is in place. This would allow for 
early detection should the virus enter the United States. Our coordinated effort is part of a larger 
National Stratt!gy for Pandemic Influenza, which includes low pathogenic avian influenza 
dfons. 

A specific National domestic program goal is to prevent and control low pathogenic 115 
and 117 uvian inl1ucnza in the U.S. commercial broiler, layer, and turkey industries, in the live 
bird marketing systt:m, and to monitor for its presence in the wild. Control of the 115 and 1-17 
strains helps to prt!scrve international trade in poultry and poultry products, since both can exist 
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as low pathogenic strains with potential to mutate into a highly pathogenic form. In addition, 
controlling the virus reduces the likelihood of it becoming a zoonotic agent, thereby protecting 
human health. 

We hope you find the enclosed report useful. We appreciate your interest in the program 
and stand ready to provide you and your staff with any additional information and briefings you 
may require. Similar letters are being sent to Senator Bennett, Congresswoman DeLauro, and 
Congressman Kingston. 

l·:nclosurc 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United Stat11 Department of Agriculture 

The 1 lonorable Jack Kingston 

Office of the Secretary 
Washington, D.C. 20250 

MAY 2 3 2008 

Ranking Membt:r, Subcommittee on Agriculture, Rural Development, 
hiod and Drug Administration, and Related Agencies 

Committee on Appropriations 
lJ.S. I louse of Representatives 
1016 Longworth I louse Office Building 
Washington, D.C. 20SIS-6016 

Dear Congressman Kingston: 

House Report 110-2S8 requests a report on how funds have been spent on the highly 
pathogenic avian influenza (HPAI) effort. We are pleased to submit the enclosed report on 
activities taken by the Animal and Plant Health Inspection Service (APHIS) to protect against 
introduction of I !PAI into the United States. 

As the lead technical agency for animal health within the integrated U.S. Government 
response to HPAI worldwide, APHIS implemented a comprehensive program of activities that is 
dinx:tly aligned to the three pillars of the international efforts included in the National Strategy 
for Pandi.:mic Influenza: Preparedness and Communication; Surveillance and Detection; and 
Responsi.: and Containment. 

In addition, AP HIS developed a domestic surveillance plan for the HSN! strain of avian 
influi.:nza. The plan addresses surveillance requirements in poultry, wildlite, and Jive bird 
marketing. The API !JS plan addresses these needs in three operational areas: Domestic Bird 
Surveillance and Diagnostics; Wildlife Surveillance and Diagnostics; and Emergency 
Prcparedrn:ss and Communication. 

!\PHIS has been working closely with States and other Federal agencies in a coordinated 
effort to ensure that ample surveillance for the HSN I strain is in place. This would allow for 
early detection should the virus enter the United States. Our coordinated effort is part of a larger 
National Strategy for Pandemic Influenza, which includes low pathogenic avian influenza 
t:fforts. 

A specific National domestic program goal is to prevent and control low pathogenic HS 
and H7 avian intluenza in the U.S. commercial broiler, layer. and turkey industries, in the live 
bird marketing system. and to monitor for its presence in the wild. Control of the HS and 117 
strains hi.:lps to preserve international trade in poultry and poultry products, since both can exist 
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as low pathogenic strains with potential to mutate into a highly pathogenic form. Jn addition, 
controlling the virus reduces the likelihood of it becoming a zoonotic agent, thereby protecting 
human health. 

We hope you find the enclosed report useful. We appreciate your interest in the program 
and stand ready to provide you and your staff with any additional information and briefings you 
may requJrc. Similar letters are being sent to Congresswoman DeLauro and Senators Kohl and 
Bennett. 

Sincerely, 

Secretary 

l'.nclosurc 



USDA -
United St•tH Dep•nm1nt of Agrlcultur• 

The Honorable Robert F. Bennett 

Office of the Secretary 
Washington, D.C. 20250 

MAY 2 3 zoo~ 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
\\'ashing.ton. D.C. 20510-6026 

Dear Senator Bennett: 

I louse Report 110-258 requests a report on how funds have been spent on the highly 
pathogenic avian influenza (HPAI) effort. We are pleased to submit the enclosed report on 
activities taken by the Animal and Plant Health Inspection Service (APHIS) to protect against 
introduction or I !PAI into the United States. 

As th<: l<:ad technical agency for animal health within the integrated U.S. Government 
r<:sponsi: to I !PAI worldwide, A PHIS implemented a comprehe.nsive program of activities that is 
din.:ctly aligned to the three pillars of the international efforts included in the National Strategy 
for Pandemic Influenza: Preparedness and Communication; Surveillance and Detection; and 
Response and Containment. 

In addition, APHIS developed a domestic surveillance plan for the HSN I strain of avian 
inllui.:nza. lhe plan addresses surveillance requirements in poultry, wildlife, and Jive bird 
marki.:ting. The APllJS plan addresses these needs in three operational areas: Domestic Bird 
Surveillanci.: and Diagnostics; Wildlife Surveillance and Diagnostics; and Emergency 
Pn:paredness and Communication. 

/\PHIS has been working closely with States and other Federal agencies in a coordinated 
i.:tlurl to ensure that ample surveillance for the HSN I strain is in place. This would allow for 
curly di.:tection should the virus enter the United States. Our coordinated effort is part of a larger 
National Strategy for Pandemic Influenza, which includes low pathogenic avian influenza 
efforts. 

A specific National domestic program goal is to prevent and control low pathogenic HS 
and 117 avian influenza in the U.S. commercial broiler, layer, and turkey industries, in the live 
birJ marketing syst<:m, and to monitor for its presence in the wild. Control of the HS and H7 
strains helps to preserve international trade in poultry and poultry products, since both can exist 
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as low pathDgcnic strains with potential to mutate into a highly pathogenic form. In addition, 
controlling the virus reduces the likelihood of it becoming a zoonotic agent, thereby protecting 
human health. 

We hope you find the enclosed report useful. We appreciate your interest in the program, 
and stand ready to provide you and your staff with any additional information and briefings you 
may require. Similar letters are being sent to Senator Kohl, Congresswoman DeLauro, and 
Congressman Kingston. 

Sincerely, 

Secretary 

Enclosun: 



U.S. Department of Agriculture 
Highly Pathogenic Avian Influenza Spending Report 

Th1.: '.'Jationul Strategy for Pandemic Influenza (National Strategy) designates the Department of 
.i\griculture (lJSD/\) as the lead technical agency for animal health elements of the U.S. effort to 
combat highly pathogenic avian influenza (llPAI) worldwide. Accordingly, USDA assumes 
primary n:sponsibility to implement U.S. international technical assistance and emergency rapid 
n.:sponsi.: missions to prevent, detect, and contain HPAI among animal populations in countries 
\\ ith high risk or cases of the virus. USDA is also responsible for enhancing our domestic 
capucity to rapidly detect and effectively respond to a disease outbreak. USDA efforts focus on 
controlling thi.: spread of HPAI and reducing its effects on both the economy and animal health. 

The Department is pleased to report on the Animal and Plant Health Inspection Service· s 
( ,\ P 111 S) c !'forts to protect against an introduction of H PA I. 

DOMESTIC EFFORTS 

lo prevent the accidental or intentional introduction of HPAI into the United States and ensure 
pr1.:par1.:Jni.:ss in the event of an outbreak, APHIS has taken actions in three areas: domestic bird 
sun·cillance and diagnostics; wildlife surveillance and diagnostics; and emergency preparedness 
and communication. 

Domestic Bird Surveillance and Diagnostics: 

1'111.:rc an.~ four ar1.:as or concentration in domestic bird surveillance: live bird marketing system 
(l.13MS); upland game; commercial through the National Poultry Improvement Plan (NPIP); and 
rnrnmrn.:ial outside of the LBMS and NPIP. AP HIS entered into cooperative agreements with 
St.ites pr1.:viously enrolled in the NPJP and LBMS throughout FY 2006 and 2007. The 
a[:!m:m1.:nts allow for increased surveillance, sampling, laboratory testing, and outreach. In 2006 
and :'.007, AP 111 S increased the overall number of States with agreements for LBMS by 10, 
NPIP hy 19. and upland bird by 37. This raised the total number of States with !IPA! 
agreements for LBMS to 39, NPIP to 44, and upland game bird to 37. 

\\'ith respect to diagnostics. APHIS' National Veterinary Services Laboratories (NVSL) 
L:o11tinucs to provide support to approved laboratories that process samples submitted from the 
I IPi\I surveillance program. To meet the demand for reagent production with increased sample 
suhmission, ~YSL has developed and contracted out the production of the avian influenza (Al) 
a~ur gd imrnunodiffusion (AGID) test reagents that are used to test for the presence of Al in a 
hird sampk. NVSI. l'stablished a contract to supply APHIS with 10,000 sets of Al AGID 
reag1.:11ts. The contract provides 50 percent of the increased reagent demand related to increased 
s;imple submissions. Production of this reagent will provide for the remaining reagent demand . 
.t\l'l llS has also pun:hased supplies and equipment necessary for the increased on-site reagent 
production. I his included purchase of four laboratory trailers that will allow surge capacity 
r1.:agrnt prodL1ction in the event of an Al outbreak. NVSL will use two trailers to grow additional 
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birus to the size/age required for inoculation, one trailer to provide laboratory space for reagent 
prodm:tion, and one trailer for chicken inoculation and serum harvest for antisera production. 

:ln1i-Sm11gg/ing and Regulatory Enforcement. The APHIS Smuggling Interdiction and Trade 
Compliam:c (SllC) unit conducts risk-management and anti-smuggling activities to prevent the 
unla'>Vl"ul entry and distribution of prohibited agricultural commodities and products harboring 
harmful Jiscases. The program has enhanced activities to further safeguard against HPAI, 
im:luding hiring personnel to increase surveillance at ports of entry. For example, the unit 
prodL1ccd an inspection of domestic markets that are likely to have avian-related products 
imported ilh:gally. The inspections allow the program to form a baseline of how much poultry 
product is entering through ports of entry. SITC now targets likely shippers and importers of 
rrnhibited products and conducted large scale inspection operations at ports of entry. 

S 11 C L'lmtinucs to work closely with the Department of Homeland Security's Customs and 
Burdcr Prokction (CBP) at the ports to identify shipments for closer examination. In FY 2006. 
S IH · provided C BP officers with specific information that resulted in the seizure of 360,000 
pounds or prohihitcd poultry products smuggled from Asia. During this same time period, SJTC 
directly sc.:ized an additional 112,000 pounds of poultry products that had entered into the U.S. 
rnrnrrn:n:e. Through collaborative multi-agency and inter-departmental efforts, AP! llS has 
gai m:J a better understanding of the roles of other agencies tasked with preventing an A I 
introduction into the United States. This understanding has led to a significant increase in 
rnmmunication and coordination between APHIS and partner agencies. 

I hc :\Pl IJS Investigative and Enforcement Services (IES) unit continues to provide support to 
1\l'l llS programs. CBP. and State Departments of Agriculture to prevent the introduction and 
spr~ad or JI P.I\ I through illegal transportation. As a result of the enhanced government wide 
c !forts rl'latcu to II P /\I. I ES hired investigators to address the increased number of case referrals. 
Si11cc 2006, ll'.S has conducted over 2,000 port-related investigations that could have potential 
I IP/\I implications. JES also initiated "Operation Egg Bay" to intercept and mitigate the disease 
threat posed from illegally imported poultry hatchling eggs. This operation has produced 
investigations involving 84 individuals, 31 States, and 125 shipments. !ES has also conducted a 
num bcr or survei I lance operations of varying length and intensity to detect the illegal interstate 
nHi\cmcnt of poultry and poultry products. As a result of working with partner organizations . 
.:\Pl llS dis<.:ov<.:n.:d important information on smuggling pathways for poultry and poultry 
produl:ls. ~md gained valuable insight to various trends and practices relating to live bird markets. 

Wildlife Sun eillancc and Diagnostics: 

.!\Pl 11s· Wildlife Services (WS) division continues to lead interagency efforts to detect HPAI in 
\\ild hirds. Thi.: initial efforts were divided into two phases. The first phase addressed early 
dctc1.:tion activities in Alaska, and in particular, coastal areas that had the most potential for 
contact among i\sian and North American birds. The second phase addressed subsequent HP/\I 
dctc1.:tion a<.:tivitics in four major North American flyways. The plan for wild bird surveillance 
contains si.:n:ral interrelated components including: investigation of deaths or sickness; 
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sampling of live-captured birds; deployment of sentinel species; environmental sampling; and 
sampling hunter-harvested birds. 

APHIS is collaborating with other Federal agencies and State officials to conduct surveillance 
for I IP Al in migratory birds and cross-train personnel to improve surveillance strategies. As of 
September 2007, APHIS has tested over 109,000 wild birds and 60,000 environmental samples. 
The Department of the Interior and others have tested approximately 30,000 wild birds in the 
same period of time. 

The current year's plan is to collect and analyze 50,000 wild birds and test 25,000 environmental 
samples through a targeted surveillance approach, sampling high-risk species. The targeted 
approach leads to cost efficiency by collecting smaller sample sizes while maintaining integrity 
of the science-based approach. Detailed information can be found in Wildlife Services' 
Implementation Plan/or HPAI Surveillance in Wild Migratory Birds in the United Stales 
available at www.usda.gov/documents/wildbirdstrategicplanpdf.pdf. 

Surveillance is conducted in all four major North American flyways (Pacific, Central, 
Mississippi, and Atlantic), all 50 States, Guam, Puerto Rico, and foreign countries (Cuba, 
Mexico, Canada, Russia, China, and Greenland). Diagnostic testing of all wild bird samples 
collected in the United States is conducted through 45 National Animal Health Laboratory 
Network (NAHLN) laboratories, and environmental samples are tested at Wildlife Services 
National Wildlife Research Center in Fort Collins, Colorado. Confirmatory testing of all 
samples is conducted at the NVSL in Ames, Iowa. In June 2007, APHIS hosted six training 
workshops to review current activities and better plan for fall sampling of migratory birds. Over 
180 participants from State wildlife agencies, NAHLN laboratories, and APHIS attended the 
workshops, which improved communication among partners and increased efficiency regarding 
IlPAI surveillance. 

APHIS has implemented a reporting system to answer calls and questions from th!..! public 
regarding dead or sick wild birds. The toll-free number is 866-4 USDA WS and has been 
published on the APHIS website to support public inquires and help expedite calls. Calls are 
tracked through an online system to monitor any potential increases in dead or sick bird reports. 

To support wild bird surveillance, a protocol and decision tree has been developed to triage 
reports of dead or sick birds. This protocol is a step-by-step guide to determine the best option 
(sampling or disposal). APHIS WS has partnered with many State wildlife agencies to help 
Jiret:t calls to the most appropriate agency participant. The primary knowledge gained through 
wildlife surveillance was that HPAI does not currently exist in the wild bird population in the 
United States. Additional knowledge regarding the circulation of pathogenic avian influenza 
viruses was gained through the analysis of all HS and H7 subtypes. This knowledge has 
increased effectiveness in addressing domestic risk of the low pathogenic virus strain. 

http://www.usda.gov/documents/wildbirdstrategicplanpdfpdf
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Emcq~cncy Preparedness and Communication: 

:\'u1ionci/ //eferinary Stockpile (NVS), Other Preparedness Activities, and Data Modeling and 
:1 na/ysi.1·. Immediate deployment of the supplies necessary to contain, control, and eradicate an 
outbn:ak is th1: most effective way to halt the spread of the disease. A PHIS is working to ensure 
that systematic measures are in place to quickly contain HPAI and deploy critical veterinary 
supplies from the NVS within 24 hours. 

N VS currently has 140 million doses of Al vaccine to protect older birds (75 million doses 
protcu against the 115 strain and 65 million protect against the H7 strain); guaranteed access for 
thl' pun.:has1.: or 500 million doses of Al vaccine to protect birds up to 7 days old; and personal 
prntl·ctivc 1:quipment (PPE) to protect 310 responders for 10 days in a high-risk environment. 
lhl· •-igency is working to expand the NVS to include PPE to protect 3,000 responders for 40 
days 

1\n example of API !IS coordination and industry support for depopulation, decontamination, and 
disp\lsal s\.!rviccs include an April 2007 West Virginia outbreak of low pathogenic Al in turkeys. 
1\PI llS was able: to successfully deliver necessary supplies and services to the incident within 24 
hours. !'his incident presented a unique opportunity for APHIS and two of its partners, the State 
lll'"Jorth Carolina and University of Delaware, to utilize fire foam as a mass depopulation tool. 
l'he incident enabkd the partners to collect valuable information and live field experience with 
lire l'oam. lhe information and experience will be used to further refine the use of fire foam as a 
rapid mass depopulation method in poultry houses . 

.1\ Pl I IS is expanding its tabletop exercise program with States, and in October 2007 the agency 
conducted an operational deployment exercise to test Iowa's ability to request, receive. store. 
stagl'. manage. process. deliver, and return to APHIS a training package of products within the 
specified 24-hour time frame. Three previous tabletop exercises have been run in Georgia, Iowa. 
and North Carolina. Lessons learned are documented in after-action reports. The NVS uses 
kssons learned to improve operations and processes, and is making changes identified in the 
al'IL·r-aetion reports. An additional exercise for California was scheduled for March 17 - 20. 2008 
\\ ith the possibility of additional states participating. 

Al'l I IS condlH:ts ongoing stakeholder outreach to inform State, local, and other Federal officials 
tJi' their rnk: in requesting, receiving, storing, staging, managing, and distributing NVS resources. 
:--,

1 \'S oflicials frequently brief stakeholders at conferences and meetings and haw established 
guidelines outlining best practice actions for State officials. An NVS page will be added to 
,1\Jll llS" Animal llealth Emergency Management Internet site located at 
www.aphis.usda.gov/animal_health/emergency_management/. This page will allow the NVS to 
make thesi.: guidelines and other detailed infonnation available to stakeholders online. 

/\Pl I IS is enhancing its incident command teams by providing National Incident Managemenl 
S) s1em training for the 300 and 400 levels, the highest levels of command training. The 
outcome of' this training will be more effective incident management leading to more efficient 
opcralions during emergency events. APHIS had two cooperative agreements for training 

http://www.aphis,usda,gov/animalJieallh/emergency_management/
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sessions; one was with the Oklahoma Department of Agriculture and the other with the Foreign 
/\t"rieulturnl Service. 

lhe N;1tional Animal Health Emergency Response Corps (NAHERC) enables API IIS to have a 
l[1L·used outn:ach and recruitment strategy to create a highly proficient and skilled population to 
dra\\ from during a possible Al outbreak. APHIS hired a contractor to perform recruitment or 
\ l'tcrinarians. animal health technicians, and veterinary students who are available for 
deployment in an animal disease outbreak. Brochures for the recruitment effort have been 
cornpkll'd and printed and are used in recruitment activities at animal health conferences and 
events. Additionally. the contractor has strengthened the application process, which is now 
formalized on the USAJobs website. A tutorial for applicants is posted on the website and 
prm ides step-by-step instructions to help users complete online applications. Thus far, 
457 applications for NAHERC have been received through www.usajobs.gov. 

lhe North American Animal Disease Spread Model has been modeled so that HPAJ scenarios 
can be gcm:rutcd. !\PHIS has entered into an agreement with Lawrence Livermore National 
I .~1boratory to develop the disease spread scenarios through this model. These scenarios allow 
1WI I IS 10 dc\t:nT1inc more definitive economic impacts to decisions which will yield a more 
eflicient and effective use of resources. APHIS will upgrade its Emergency Management 
lk~ponse System (l:MRS), which is a component of the model that will provide HP!\! threat 
inl'limwtion din:etly into the system. EMRS is a web-based Lotus Notes application designed to 
au\omalc many of th1: tasks routinely associated with animal disease investigations and animal 
disease and disaster-related emergencies. This system has a wide range of capabilities, including 
routine reporting or foreign animal disease investigations; state-specific disease outbreaks; 
surwi I lance and control programs; classic national animal health emergency responses; and 
n<.1tural disasters involving animals. 

/:durnrion und Our reach. APJ-llS planned an outreach and education campaign as part of an 
O\crall I !PAI prepan:dness and response program. This program builds upon and expands the 
current "Biosccurity for Birds" campaign. Specifically, the campaign expanded to target 
!x.11.:kyurd poultry and pct bird owners, wildlife-related groups, veterinarians, zoos. and the 
µeneral public throughout the United States. The campaign also promoted best practices in both 
the LBMS and backyard flock owners in addition to its educational efforts of the U.S. 
comml.!rcial poultry industry. 

i\ Pl I IS has coordinated with other agencies to ensure effective and non-duplicative outreach 
1.!lforts . .1\s a result or a partnership, National Future Farmers of America (Ff A) Organization 
membL·rs distributed "Siosecurity for Birds" materials at county and State fairs throughout the 
yL'ar. API !IS also partnered with the Emergency and Community Health Outreach of 
Minneapolis. Minnesota, to produce a television program in English and six other languages on 
1\ I w1d niosccurity practices. APHIS will continue to provide this I 0 minute program to public 
\1.'k\ isiun ehannds and other educational outlets. APHIS also produced various materials in 
rnultipk languages. One of the materials, a biosecurity calendar, won an award from the 
\; ~11 ional ,1\ssociat ion or Government Communicators in the category of ''superior government 

http://www.usajobs.gov
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rnmmtmication products and their producers." This effort has led to consistent information 
regarding /\I. thereby reducing the risk of a large scale outbreak of HPAI in the United States. 

/\Pl !JS has taken action to prevent the accidental or intentional introduction of HPAI into the 
United States and ensure preparedness in the event of an outbreak. By assisting in efforts abroad 
to mm bat and contain the virus, APHIS reduces opportunities for the virus to further spread 
among susceptible animals and to mutate. Although thorough in its approach to date, APHIS 
will continut: to refine efforts to reduce the chances of Al introduction through its international 
elfort and work in conjunction with other Federal partners under the National Strategy. 

l.~TERNATIONAL EFFORTS 

/\i>J 11s· prominence in the National Strategy reflects that the most efficient approach to 
sukguarding animal and public health is aggressive control of the HSN I strain of HPAI at its 
current soun.:e: in!Cctcd poultry in affected countries. By combating and containing the virus 
among these infected birds, APHIS is reducing opportunities for the virus to further spread 
among susceptible animals and/or mutate into a virus with pandemic potential. Additionally, 
rnntrolling the spn:ad of the virus in affected countries reduces the threat of a domestic 
introduction of I 15N I. 

/\s th1: lead technical agency for animal health, API !IS implemented a comprehensive program 
or activities direct!) aligned to the three pillars of the international efforts included in the 
l\!ational Strnt1.:gy: pn:pan:dness and communication; surveillance and detection; and response 
and containment APlllS' major activities under the three pillars include: assisting partner 
countm:s manage and communicate AI risk; cooperating with international animal health 
olfo:ials to stn:ngthen their surveillance; and preparing for global pandemic with our global 
r'-lrtncrs. 

l're1Jw·,,c/m'1.1· and Communication. APHIS continues to assist partner countries to effectively 
rnanagl' and communicate Al risk within the context of internationally accepted guidelines and 
r1.·1.·omrncndations for risk analysis. APHIS assists public and private stakeholders to 
communicate m:curnte information to consumers about Al risks. 

/\Pl !IS collaborated with the international animal health standard setting body to implement the 
P1.·rformance. Vision. and Strategy (PVS) tool in high focus countries. The PVS tool identifies 
gaps between international standards and the quality level of the veterinary service in countries. 
This assists in the ability to detennine their capability to deal with a pandemic. To improve this 
•1bility .. i\Pi!IS delivered short-term technical advisers to countries to assist with establishing an 
incident command structure. and with animal health aspects of their national HPAI response 
plans. i\PlllS also conducted educational workshops and provided short-tenn technical advisers 
on hiosccurit) standards at live bird markets abroad. APHIS has undertaken collaborative 
n.:sean::h on animal vaccines and has disseminated information on vaccines and their potential 
appl1catillllS to reduce I !PAI with other countries. 
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AP! l!S has established offices and personnel in China, Laos, Cambodia, Thailand, and 
Indonesia. These offices are dedicated exclusively to HPAI activities and, wherever possible, the 
olfo:cs arc co-located with the U.S. Department of Health and Human Services Centers for 
Disease Control and Prevention offices. APHIS facilitated a series of regional courses on HPAI 
t:pidL'miology and conducted an Asia Pacific Economic Cooperation seminar on options to 
design and impkmen\ farmer compensation programs and risk communication campaigns to 
support animal disease prevention, detection, and eradication efforts. APHIS sent materials such 
as Pl'L i.rnd special packing boxes to its overseas offices to safely collect and transport suspect 
I IP1\I sampks to laboratories for diagnosis. In addition, APHIS provided HPAI literature to 
'arious U.S. embassies. APHIS will continue to perform its role of providing knowledge and 
support to assist other countries in their handling of Al activities. 

S11n·ei/lance and /Jerection. APHIS cooperates with partner countries' animal health officials to 
strengthen their capacities for surveillance techniques, specimen collection and handling 
prnctil'.cs. and p1.:rformance of internationally accepted diagnostic techniques to accurately 
l'.on!lrrn ur rel'ute suspccted cases of AI in a timely manner. 

Cnnstant \ igilance is the key to combating HPAI and preventing a pandemic. APHIS is 
supporting c!forts to improve laboratory diagnosis and early warning networks in more than 40 
countries. API !IS is working with its partners to expand on-the-ground surveillance capacity and 
improve knowh:dgc about the movement and changes in HSN 1 on a global scale. This includes 
support for improving national and regional laboratories to ensure that countries are able to 
quickly and rnm:ctly confirm the presence of the HSN I strain. APHIS provided funding to the 
World I kalth Organization to strengthen its Global Outbreak Alert and Response Network to 
surport int1:rnational surveillance and response. The Global Avian Influenza Network for 
Surveillance projl!ct objective is to share information, increase the availability of scientific 
information !Or detection and containment, and track changes in virus isolates. 

/fr.1/i1Jl7.ff and Containment. APHIS and its partners are prepared to augment international 
respo11s1..· in an attempt to slow and contain global spread. APHJS seeks to improve priority 
unmtric< capm:ity to take coordinated effective action to prevent HPAI incursions and, where 
outhr1:aks occur. contain HPAI at its site of origin or limit its spread. 

1\i>\ \IS' int1.:rnational effort to contain and mitigate the effects of an outbreak ot'pandemic 
inllucnza beyond our borders is a central component of its strategy. APHJS has developed 
protocols and trnincd personnel to support an international effort to contain the pandemic in its 
c"rlies\ stagc. including the deployment of medical countermeasures such as antiviral 
111cdications. !\Pl !IS procured and pre-positioned overseas stockpiles of PPE, decontamination 
kits. and antiviral medications to complement global efforts to contain pandemic outbreaks . 
. t\PI l!S has pr1.:-positioned a stockpile of antiviral medications in Asia that is available to the 
111!\:rnutional community for pandemic response. At this time our Federal and State stockpiles 
cllntain enough antiviral medications to treat 50 million people. 

In addition. Al'l llS has achieved significant accomplishments and results regarding a variety of 
I IJli\l issues in wild. migratory birds. These issues include developing wild bird surveillance 
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plans; conducting workshops on bird capture, identification and sampling; epidemiology; data 
management and diagnostics activities; and conducting in-country surveillance. For example. 
:\Pl llS <.:0llabornted with the Wildlife Trust Alliance to implement the entire Mexican 
surn:ill<.1nce sysll:m for early detection. Wild, migratory birds were sampled at 26 different 
1\ctland sites. The collection of the subsequent 4,500 samples from 50 species improved the 
l\orlh ,\merican surveillance system and added protection to the United States should the virus 
hel:ome established or detected in South and Central America. APHIS is bolstering surveillance 
in the Central Flyway in response to a request from the Central Flyway Council. Additional 
sun eillunce agreements in Russia and Greenland have also helped trace virus movements and 
provide u more robust early detection system. The Russian, Danish, and Canadian projects 
protect against the virus being moved around the North Pole. These surveillance efforts coupled 
1\ith suneillance in China have moved APHIS to the forefront of international wildlife disease 
management. 

,1\l'l IJS 1\ill continue to strengthen its efforts to protect against the introduction of HPAI in both 
the domestic and international arenas. 

·-----
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USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

MAY 2 7 2008 

The Honorable Herbert H. Kohl 
Chairman, Subcommittee on Agriculture, 

Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

The enclosed report is in response to Senate Report 110-134, which directs the 
Department of Agriculture to provide a report regarding the status of grant awards for 
fiscal year 2008 and the specific objectives sought in each case. 

A copy of this report will be sent to Senator Bennett, Congresswoman DeLauro 
and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 
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The Honorable Jack Kingston 
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Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-6016 

Dear Congressman Kingston: 

The enclosed report is in response to Senate Report 110-134, which directs the 
Department of Agriculture to provide a report regarding the status of grant awards for 
fiscal year 2008 and the specific objectives sought in each case. 

A copy of this report will be sent to Congresswoman DeLauro, and Senators Kohl 
and Bennett. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 
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and Bennett. 
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Sincerely, 

Edward T. Schafe 
Secretary 

An Equal Opportunity Employer 
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Department of Agriculture to provide a report regarding the status of grant awards for 
fiscal year 2008 and the specific objectives sought in each case. 

A similar letter is being sent to Senator Kohl, Congresswoman DeLauro, and 
Congressman Kingston. 
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Sincerely, 

Edward T. Schafer 
Secretary 
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KEY OIG ACCOMPLISHMENTS IN THIS REPORTING PERIOD

RESULTS IN KEY CATEGORIES

SUMMARY OF AUDIT ACTIVITIES

Reports Issued

Number of Reports 30
Number of Recommendations 180

Management Decisions Made

Number of Reports 22
Number of Recommendations 180

Total Dollar Impact (Millions) 
of Management-Decided Reports

$363.8

Questioned/Unsupported Costs $30.6
Funds To Be Put to Better Use $333.2

SUMMARY OF INVESTIGATIVE ACTIVITIES

Reports Issued 146

Impact of Investigations

Indictments 125
Convictions 374
Arrests 182

Total Dollar Impact (Millions) $34.7
Administrative Sanctions 54

OIG MAJOR USDA MANAGEMENT CHALLENGES  
(August 2007)

1) Interagency Communications, Coordination, and Program Integration Need Improvement
Related material can be found on pages 3-4.

2) Implementation of Strong, Integrated Management Control (Internal Control) Systems Still Needed
Related material can be found on pages 5, 8-11, 14-15, 19, and 23.

3) Continuing Improvements Needed in Information Technology Security
Related material can be found on pages 17-18.
4) Implementation of Improper Payment Act Requirements Needs Improvement
Related material can be found on pages 17-19.

5) Departmental Efforts and Initiatives in Homeland Security Need To Be Maintained
Related material can be found on pages 3-5 and 11.

6) Material Weaknesses Continue To Persist in Civil Rights Control Structure and Environment
No work was begun during this reporting period.

7) USDA Needs To Develop a Proactive, Integrated Strategy To Assist American Producers To Meet the Global Trade Challenge
No work was begun during this reporting period.

8) Better Forest Service Management and Community Action Needed To Improve the Health of the National Forests and Reduce 
the Cost of Fighting Fires
Related material can be found on page 4.

9) Improved Controls Needed for Food Safety Inspection Systems
Related material can be found on pages 1-2.



Message From the Inspector General
I am pleased to provide the Semiannual Report to Congress for the Office of Inspector General (OIG), U.S. Department of Agriculture 
(USDA), for the 6-month period that ended March 31, 2008. This report summarizes the most significant OIG activities during the 
period, organized according to the program goals set forth in our current strategic plan, as shown below.

n  Safety, Security, and Public Health – Prompted by a Congressional request, OIG reviewed the Food Safety and Inspection Service 
(FSIS) plan to implement a risk-based inspection system for processing facilities. OIG recommended that FSIS complete its plan for 
improving the use of food safety assessments, ensure its risk analyses are thoroughly documented, and implement oversight over critical 
information technology systems. We also responded to then Acting Secretary Conner’s request to review E. coli sampling and testing. 
Our investigative work resulted in sentencings in cases of dogfighting involving a professional athlete and the sale of adulterated 
foods.

n  Integrity of Benefits – Our investigative cases involving food stamps, infant formula, tobacco marketing, and farm loans yielded 
significant prison sentences and court-ordered restitutions in the millions of dollars. Our audit work disclosed that, following the 
2005 hurricanes, producers could not always document Tree Indemnity Program payments and that the Farm Service Agency needs to 
improve controls over the approval and distribution of Aquaculture Grant Program funds. An inspection found that a large dairy firm 
misreported nonfat dry milk pricing data; the National Agricultural Statistics Service agreed to strengthen controls over future data 
reporting.

n  Management Improvement Initiatives – Our audits found that the Risk Management Agency needs to further strengthen financial 
management controls over reinsurance companies and that the Food and Nutrition Service needs to improve information technology 
security in its Store Tracking and Redemption System II. The USDA FY 2007 Consolidated Financial Statements received a qualified 
audit opinion because of deficiencies we identified after Rural Development made significant revisions to certain of its credit reform 
processes. Our investigations yielded a number of sentencings for embezzlement, fraud, and possession of child pornography.

 n  Stewardship Over Natural Resources – Our audit work after the 2005 hurricanes found that the Natural Resources Conservation 
Service should evaluate funding decisions for multi-State disaster areas to ensure that available funding can be put to the highest 
priority or best use.

During this reporting period, we conducted successful investigations and audits that led to 182 arrests, 374 convictions, $34.7 million 
in recoveries and restitutions, 143 program improvement recommendations, and $363.8 million in financial recommendations. In 
response to some of our program improvement recommendations, the Forest Service agreed to develop an overall plan to complete 
airworthiness assessments for its firefighting aircraft, and the Rural Utilities Service agreed to develop a formal strategy to maximize 
the effectiveness of renewable energy projects.

These monetary results and program improvements would not have been possible without the continuing interest and support of 
Secretary Schafer, Deputy Secretary Conner, and the Congress. Their strong commitment is vital to our mutual success in improving 
USDA programs and operations.

Phyllis K. Fong
Inspector General  
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Goal 1

OIG Strategic Goal 1: 
Strengthen USDA’s ability to implement safety and 
security measures to protect the public health as 
well as agricultural and Departmental resources .

To help USDA and the American people meet critical challenges 
in safety, security, and public health, OIG provides independent 
and professional audits, inspections, and investigations in these 
areas. Our work addresses such issues as the ongoing challenges 
of agricultural inspection activities, safety of the food supply, 
and homeland security.

In the first half of fiscal year (FY) 2008, we devoted 20 percent 
of our total direct resources to Goal 1, with 98.8 percent of 
these resources assigned to critical/high-impact work. A total 
of 59.5 percent of our audit or inspection recommendations 
under Goal 1 resulted in management decision within 1 year, 
and 80 percent of our investigative cases had criminal, civil, or 
administrative action taken. OIG issued six audit reports under 
Goal 1 during this reporting period. OIG’s investigations 
under Goal 1 yielded 22 indictments, 277 convictions, and 
about $1.8 million in monetary results during this reporting 
period.

Management Challenges Addressed Under Goal 1

n Interagency Communications, Coordination, and Program Integration Need Improvement (also under Goals 2, 3, and 4)

n Continuing Improvements Needed in Information Technology (IT) Security (also under Goal 3)

n Departmental Efforts and Initiatives in Homeland Security Need To Be Maintained

n USDA Needs To Develop a Proactive, Integrated Strategy To Assist American 
Producers To Meet the Global Trade Challenge (also under Goal 3)

n Better Forest Service Management and Community Action Needed To Improve the Health of 
the National Forests and Reduce the Cost of Fighting Fires (also under Goals 3 and 4)

n Improved Controls Needed for Food Safety Inspection Systems

Safety, Security, and Public Health

EXAMPLES OF AUDIT, INSPECTION, AND 
INVESTIGATIVE WORK FOR GOAL 1

Risk-Based Inspection (RBI) at Meat and Poultry 
Processing Establishments

In February 2007, the Food Safety and Inspection Service 
(FSIS) announced its plan to implement a pilot RBI program 
for meat and poultry processing establishments. Congress and 
other stakeholders became concerned that FSIS was beginning 
to implement RBI before it had addressed weaknesses reported 
in prior OIG audit reports on FSIS’ meat and inspection 
program and that issues regarding the agency’s methodology 
for determining risk had not been addressed. Congress directed 
FSIS to refrain from implementing RBI until OIG had studied 

the program and FSIS had resolved the issues identified. OIG 
consequently initiated an audit of the proposed RBI program 
and found weaknesses in (1) assessments of establishments’ food 
safety systems, (2) security over IT resources and application 
controls, (3) data management infrastructure and analyses, and 
(4) management control structure.

FSIS had planned to begin implementation of RBI before 
determining the data needed for a comprehensive risk 
determination at processing establishments. FSIS planned 
to implement an initial phase of RBI using available data 
and to continue collecting and refining data and data needs 
in subsequent phases. In addition, FSIS does not have 
adequate management control processes or an integrated IT 
system in place. OIG made 35 recommendations to improve 
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Goal 1

FSIS’ management controls, data collection and analyses 
processes, and IT infrastructure. FSIS agreed with all of these 
recommendations and has already begun to take responsive 
action. For example, FSIS is refining and expanding the data 
used in its RBI calculation. FSIS also accelerated improvements 
to its E. coli sampling methodology, as well as its plans to review 
the control of this pathogen by beef suppliers and processors. 
In addition, FSIS awarded a contract to build its new Public 
Health Information System to better integrate and consolidate 
its numerous applications that collect information on activities 
to ensure the safety of meat, poultry, and egg products. (Audit 
Report No. 24601-07-Hy, Issues Impacting the Development 
of RBI at Meat and Poultry Processing Establishments)

E . coli Sampling and Testing

After a large meat recall in the fall of 2007, the Deputy Secretary 
(then Acting Secretary) requested that OIG determine whether 
improvements could be made to FSIS sampling and testing 
procedures for E. coli, and identify any relative costs and benefits 
associated with these improvements. Our memorandum to the 
Deputy Secretary provided our observations and suggestions 
based on our interviews with representatives from other 
agencies, academia, and the quick-service restaurant industry. 
We noted that, in the past, OIG has consistently reported 
concerns with the adequacy of establishments’ Hazard Analysis 
and Critical Control Point (HACCP) plans and commented 
that clearer criteria might be needed to adequately evaluate the 
assumptions on which HACCP plans were based. Although the 
meat industry now performs significant testing of its own and 
publishes best practices for members to follow, FSIS does not 
have a formal campaign for educating the meat industry and 
encouraging the implementation of best practices. In addition, 
FSIS could minimize the number of discarded samples and 
reduce the turnaround time for E. coli screening tests.

FSIS is completing questionnaires regarding the number of 
establishments using specific types of validated interventions 
(e.g., hot water and acid washes, steam vacuuming, steam 
pasteurization) in use at each establishment. This should 
provide FSIS with the data necessary to better target E. coli 
sampling and testing and to adjust programs or policies as 
needed. (Audit Report No. 24601-04-KC, FSIS Sampling and 
Testing for E. coli)

President of Food Processing Company Sentenced 
for Sale of Adulterated Foods

In November 2007, the president of a food processing 
company was sentenced in the Southern District of Florida 
to 15 months in prison and 36 months of supervised release, 
fined $5,000, and ordered to pay $200,000 in restitution to 
the University of Florida to support its food safety programs. 
The company president had been charged with a scheme to 
defraud through the sale of adulterated foods and a scheme 
to introduce misbranded food into interstate commerce. 
Poultry and seafood products contaminated with Listeria 
monocytogenes, a potentially fatal pathogenic bacterium that can 
be found in ready to-eat food products, were misbranded and 
shipped to several locations throughout the United States and 
Canada. This case was worked jointly with the Food and Drug 
Administration’s (FDA) Office of Criminal Investigation.

FSIS’ Evaluation of Carbon Monoxide (CO)-Based 
Modified Atmospheric Packaging (MAP) Under the 
Generally Recognized as Safe (GRAS) Regulatory 
Process

Overall, our review found that the suitability determinations 
made by FSIS regarding CO-based MAP systems were 
consistent with the agency’s understanding of its memorandum 
of understanding (MOU) with FDA, the Federal Meat 
Inspection Act, and FSIS regulations. FDA evaluated the safety, 
and FSIS the suitability, of CO-based MAP for use in meat in 
accordance with each agency’s respective authorities, under a 
category of food ingredients known as GRAS.

However, the standard (called the “permanent change 
standard”) and some of the related terminology (including the 
terms “better or of greater value” and “processing aids”) used 
by FSIS in its oversight of these matters have not been formally 
adopted in agency guidance or policy. We also found that some 
of the information FSIS uses is gathered by FDA under a 1997 
proposed rule, rather than under a final rule, as required by 
law. FSIS needs to consult with USDA’s Office of the General 
Counsel (OGC) regarding potential issues for the agency 
when completing GRAS reviews conducted under processes 
established by a proposed rule that has not been finalized.

FSIS agreed to issue written guidance on the definitions of the 
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terms “better or of greater value” and “processing aids” and 
will consult with OGC. (Inspection Report No. 24901-01-IR, 
FSIS’ Evaluation of CO-Based MAP Under the GRAS 
Regulatory Process)

Joint Investigation of Dogfighting Activities Results 
in Professional Athlete Being Sentenced and 
Ordered To Pay $928,073 in Restitution

As reported last period, OIG conducted a joint investigation into 
dogfighting activities that has resulted in a professional athlete 
being sentenced in Federal court in Virginia in December 2007 
to 23 months of imprisonment and 36 months of supervised 
release and ordered to pay $928,073 in restitution to fund the 
cost of caring for pit bulls seized by the U.S. Government. 
From November 2007 through January 2008, four other 
individuals were sentenced as co-conspirators, respectively, to 
3 years of supervised probation and 2, 18, and 21 months in 
prison, as well as 36 months of supervised release for the three 
sentenced to prison terms. The investigation disclosed that 
the five were actively involved in dogfighting activities, and 
structures designed to breed, house, and fight dogs were found 
on the professional athlete’s property. This investigation was 
conducted jointly with the Virginia State Police and the Surry 
County Sheriff’s Office.

Continued Monitoring of Avian Influenza 
Preparations

Our audit found that USDA took action on each lead task we 
reviewed that was assigned to it as part of the Implementation 
Plan of the National Strategy for Pandemic Influenza, released 
in May 2006. According to the President’s Homeland Security 
Council (HSC), USDA met the measures of performance for 
all the tasks completed through May 2007.

However, we found that USDA did not test the newly 
developed procedures, nor did it assess and evaluate the revised 
procedures to ensure they worked as designed. USDA also 
did not correctly report the status of two major Animal and 
Plant Health Inspection Service (APHIS) functions to HSC. 
In addition, APHIS did not fully implement two of the eight 
recommendations from our prior report on the oversight of avian 
influenza (Audit Report No. 33099-11-Hy, APHIS Oversight 
of Avian Influenza, issued June 2006), as of September 2007. 

The recommendations were intended to strengthen APHIS’ 
ability to respond to an avian influenza outbreak.

APHIS agreed with our recommendations to establish a control 
mechanism to accurately report information on assigned tasks, 
provide HSC with corrected information for the inaccurately 
reported tasks, monitor support tasks and coordinate with 
HSC, and develop plans for testing the success of tasks that 
have not been tested. (Audit Report No. 33701-01-Hy, 
USDA’s Implementation of the National Strategy for Pandemic 
Influenza)

Import Controls Over Live Animals Need To Be 
Strengthened

Our audit concluded that APHIS’ import controls need to be 
strengthened and automated to prevent, detect, and address 
the entry of live animals that do not meet import requirements. 
The United States imported approximately 20 million animals, 
mostly from Canada and Mexico, during FY 2006. APHIS 
establishes import policies and works in conjunction with 
the U.S. Department of Homeland Security’s (DHS) U.S. 
Customs and Border Protection (CBP) at the borders and FSIS 
officials at slaughter establishments.

APHIS did not have adequate processes in place to follow up 
and determine whether individual problems detected represent 
a larger systemic noncompliance that needs to be addressed by 
agency inspection personnel or the country of origin. APHIS 
also does not have effective systems or controls for approving 
and/or tracking live animals in the United States. We found 
that APHIS officials were not aware that animal shipments 
entered the country without inspection, and they could not 
always demonstrate that all restricted animals were slaughtered. 
In addition, we found that APHIS could not account for all 
official USDA seals used to secure the animal conveyance 
after inspection at the port of entry. Because these issues 
represented potential homeland security weaknesses, we issued 
a Management Alert in May 2007 and made recommendations 
for immediate corrective action.

APHIS generally agreed with our recommendations to enhance 
the controls over the importation of live animals and responded 
with plans or actions to strengthen or implement additional 
animal import controls. (Audit Report No. 50601-12-Ch, 
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USDA Controls Over the Importation and Movement of Live 
Animals)

APHIS Programs for Agricultural Import Permits

In a followup to our March 2003 audit, we found that 
APHIS had made some improvements to the security of its 
processes for issuing import permits for agricultural products 
and in its procedures to screen packages entering the country 
under these permits. Our earlier audit had identified several 
weaknesses that could allow unauthorized persons to gain 
access to APHIS’ permit program and use it to bring prohibited 
materials into the country. In our current audit, we found that 
APHIS’ new permit system (ePermits), which would provide 
much greater control and accountability than was previously 
possible, had not been fully implemented even though this 
had been projected for completion by December 2005, leaving 
safeguards inadequate. In addition, procedures for screening 
incoming permit materials at the ports still needed to be 
clarified and strengthened, particularly at those ports where 
permit screening is performed by DHS’ CBP rather than 
APHIS. APHIS also needed to implement a system to perform 
compliance inspections of active permit holders, as previously 
agreed; APHIS relied on field personnel to perform these, but 
had no mechanism to ensure they were being done.

APHIS agreed to develop timeframes to implement its ePermits 
system, incorporating the ability to identify permit applicants 
who require inspections and to track permit activity at the ports 
of entry. APHIS also agreed to issue instructions to inspection 
personnel on screening procedures, making all accompanying 
permit documents accountable documents, and ensuring that 
compliance inspections are performed as required. (Audit 
Report No. 33601-9-Ch, Controls Over Permits To Import 
Agricultural Products)

FS Needs Overall Plan To Ensure Airworthiness of Its 
Firefighting Aircraft

We found that the Forest Service (FS) needs to develop and 
implement a plan to ensure the airworthiness of its firefighting 
aircraft. FS uses aircraft for firefighting, which often stresses the 
aircraft well beyond the limits for which they were designed, 
so it is imperative to ensure that they can withstand the fire 
environment. The Federal Aviation Administration (FAA) 
does not do this because FS firefighting aircraft generally are 
exempt from FAA requirements and oversight. FS has assumed 
this responsibility, but without the technical knowledge and 
financial backing to do so adequately.

FS does not ensure that qualified personnel inspect and 
maintain all of the firefighting planes and helicopters it leases 
from contractors. In addition, FS has lacked an independent, 
full-time aviation safety manager in its Southern Region since 
2004. Instead, it has assigned aviation safety responsibilities to 
its aviation officer, creating a conflict of interest between safety 
concerns and flight operations.

FS agreed to develop an overall plan to complete airworthiness 
assessments for its firefighting aircraft and to require States 
to assess the airworthiness of aircraft borrowed from FS and 
used on Federal fires. FS also agreed to require (1) aircraft 
maintenance inspectors to possess a current airframe and 
powerplant certificate issued by FAA and to meet the agency’s 
requirements for inspection authorization, and (2) contractors 
to certify as to their mechanics’ qualifications. In addition, FS 
agreed to require that all its regions have qualified aviation safety 
managers on staff and, when a vacancy develops, make filling 
such positions a high priority. (Audit Report No. 08601-48-SF, 
FS Air Safety Program)
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GOVERNMENTWIDE ACTIVITIES – GOAL 1

Participation on Committees, Working Groups, and 
Task Forces

n  An OIG investigator is assigned full time to the Federal 
Bureau of Investigation’s (FBI) National Joint Terrorism 
Task Force (NJTTF). The agent attends the NJTTF threat 
briefings and provides a variety of products related to 
terrorist intelligence to OIG and other agencies and offices 
within the Department. OIG investigators nationwide 
are assigned to the FBI’s local Joint Terrorism Task Forces 
(JTTFs). OIG’s participation on the JTTFs has provided 
an excellent conduit for sharing critical law enforcement 
intelligence and has served to help broaden the knowledge 
of the FBI and other law enforcement agencies about 
conducting criminal investigations with a nexus to the food 
and agriculture sector.

n The USDA Inspector General (IG) is a member of the 
President’s Council on Integrity and Efficiency (PCIE) 
Homeland Security Roundtable. The mission of the 
roundtable is to support the IG community by sharing 
information, identifying best practices, and participating in 
multi-agency projects related to homeland security issues 
on an ad hoc basis with various external organizations and 
governmental entities.
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ONGOING AND PLANNED REVIEWS FOR GOAL 1

Topics that will be covered in ongoing or planned reviews under Goal 1 include:

n oversight of the National Organic Program (Agricultural Marketing Service (AMS)), 
n followup on prior firefighter safety audits (FS),
n FS contracted labor crews,
n firefighting succession plans (FS),
n replacement plan for firefighting aerial resources (FS),
n national fire plan reporting system (FS),
n fire program analysis system (FS),
n implementation of flood control dams rehabilitation (Natural Resources Conservation Service (NRCS)),
n USDA’s role in the export of genetically engineered agricultural commodities (APHIS, Agricultural 

Research Service (ARS), Cooperative State Research, Education, and Extension Service (CSREES), Foreign 
Agricultural Service (FAS), and Grain Inspection, Packers and Stockyard Administration (GIPSA)),

n controls over genetically engineered animals and insects research (ARS, CSREES, and APHIS),
n controls over genetically engineered food and agriculture imports (APHIS),
n FSIS oversight of meat and poultry imports,
n FSIS processes for handling meat and poultry recalls,
n controls over APHIS pilot certifications,
n followup of APHIS licensing of animal exhibitors,
n controls over animal import centers (APHIS),
n Food Emergency Response Network (FSIS),
n implementation of enhancements for specified-risk materials (SRM) violations 

and improved inspection controls over SRMs (FSIS),
n APHIS inspection of breeders,
n APHIS monitoring of adverse event reporting,
n FSIS food defense verification procedures,
n impact of investigation and enforcement services on APHIS programs,
n bovine spongiform encephalopathy maintenance sampling – phase IV (APHIS),
n national residue program in cull cow plants (FSIS), and
n evaluation of FSIS’ management controls over pre-slaughter activities.

The findings and recommendations from these efforts will be covered in future semiannual reports as the relevant 
audits, inspections, and investigations are completed
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OIG Strategic Goal 2: 
Reduce program vulnerabilities and strengthen 
program integrity in the delivery of benefits to 
program participants .

OIG conducts audits, inspections, and investigations to ensure 
or restore integrity in the various benefit and entitlement 
programs of USDA, including a variety of programs that 
provide payments directly and indirectly to individuals or 
entities. The size of these programs is enormous: the Food 
Stamp Program (FSP) alone accounts for approximately  
$40 billion in benefits annually, while well over $20 billion 
annually is spent on USDA farm programs. Intended 
beneficiaries of these programs include the working poor, 
hurricane and other disaster victims, and schoolchildren, as well 
as farmers and producers. These programs support nutrition, 
farm production, and rural development.

In the first half of FY 2008, we devoted 40.3 percent of our 
total direct resources to Goal 2, with 90.7 percent of these 
resources assigned to critical/high-impact work. A total of 
78.3 percent of our audit or inspection recommendations 
under Goal 2 resulted in management decision within 1 year, 
and 83.7 percent of our investigative cases had criminal, civil, 
or administrative action taken. OIG issued 10 audit reports 
under Goal 2 during this reporting period. OIG investigations 
under Goal 2 yielded 98 indictments, 92 convictions, and 
about $31.1 million in monetary results during the reporting 
period.

Management Challenges Addressed  
Under Goal 2

n Interagency Communications, Coordination, 
and Program Integration Need Improvement 
(also under Goals 1, 3, and 4)

n Implementation of Strong, Integrated 
Management Control (Internal Control) 
Systems Still Needed (also under Goal 3)

EXAMPLES OF AUDIT, INSPECTION, AND 
INVESTIGATIVE WORK FOR GOAL 2

Food Stamp Fraud Cases Nationwide Result in 
Significant Prison Sentences and Court-Ordered 
Restitutions of $6 .6 Million

n In November 2007, a California grocery store employee 
was sentenced to 57 months in prison and ordered to 
pay $2.7 million in restitution by a Federal court in the 
Central District of California. The owner of the store and 
the employee had trafficked in Electronic Benefit Transfer 
(EBT) benefits from February 2004 to November 2006. 
Search warrants resulted in the seizure of more than 
$100,000 in cash, multiple bank accounts, and a 2006 
luxury vehicle. Both the store owner and the employee were 
charged with multiple violations, including food stamp 
trafficking and wire fraud. The store owner fled while on 
bond and is currently a fugitive.

n In February 2008, the owner of a Louisiana grocery store 
was sentenced in Federal court in the Middle District of 
Louisiana to serve 36 months in prison and 36 months 
of supervised release, and ordered to pay $1,854,921 in 
restitution for her role in discounting EBT benefits for cash. 
From December 2004 to June 2006, the grocery store owner 
was involved in a food stamp benefit trafficking scheme that 
resulted in losses to USDA of more than $1.8 million.

n In February 2008, a New York grocery store manager was 
sentenced in the Southern District of New York to serve 
30 months in prison and 36 months of supervised release, 
and was ordered to pay restitution of $865,000. The OIG 
investigation disclosed that, from January 2000 to May 
2004, the grocery store owner and manager engaged in 
food stamp trafficking that resulted in fraud of at least 
$1.47 million. In June 2007, the grocery store owner pled 
guilty in Federal court to conspiracy, food stamp trafficking, 
and wire fraud. The store owner is now a fugitive. This 
investigation was conducted jointly with the FBI.

n In January and February 2008, the owner, manager, and two 
clerks of a small-sized convenience store in Minnesota were 
sentenced in Federal court in the District of Minnesota for 
their roles in exchanging EBT benefits for cash. The manager, 
whose brother is serving time in Federal prison in Ohio for 
similar activities, was sentenced to serve 36 months in prison 
and 36 months of probation; the store owner was sentenced 
to 24 months in prison and 36 months of probation; one 

Integrity of Benefits
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clerk was sentenced to 18 months in prison and 36 months 
of probation; and another clerk received probation. The 
owner and manager were ordered to pay $757,321 in joint 
restitution, and one of their employees was ordered to pay 
$402,303 in restitution. The investigation disclosed that, 
between September 2006 and June 2007, the convenience 
store redeemed approximately $840,371 in food stamp 
benefits. This investigation was worked jointly with the 
St. Paul Police Department, the FBI, the Internal Revenue 
Service (IRS), and the Metro Gang Strike Force.

n In December 2007, the owner and chief executive officer 
of a corporation was sentenced in the Eastern District of 
North Carolina to 27 months in prison and ordered to 
pay a $50,000 fine and $26,988 in restitution for food 
stamp fraud and failure to appear at sentencing. The 
corporation had contracted with the Food and Nutrition 
Service (FNS) and various counties in numerous States to 
distribute food stamps to individual county governments. 
The investigation discovered that several thousand false 
documents were presented to FNS to cover up the theft of 
approximately $1.7 million in food stamps over 2 years. The 
corporation routinely destroyed documentation for monthly 
distributions, making an accurate audit trail impossible. 
The president, vice president, accountant, and corporation 
pled guilty to multiple felony counts. In November 2002, 
the owner/CEO was convicted but fled before sentencing. 
In December 2005, he was arrested by the U.S. Marshals 
Service in Savannah, Georgia, under an assumed identity, 
indicted for failing to appear at sentencing, and convicted 
at trial in March 2007. This investigation was conducted 
jointly with the U.S. Postal Inspection Service.

Sentences Are Obtained for Two Infant Formula 
Cases

OIG investigates cases involving stolen infant formula, which 
is the main product purchased with Special Supplemental 
Nutrition Program for Women, Infants, and Children (WIC) 
vouchers. Intelligence from a variety of law enforcement sources 
has revealed that such crimes may be widespread throughout 
the Nation. The formula is stolen from large retail stores, often 
by members of organized shoplifting rings, who resell it to 
smaller grocery stores or warehouses dealing in stolen goods. 
Stolen infant formula is no longer part of the retail process, and 
there is no guarantee that it is safe and healthy for America’s 
infants.

n In December 2007, five members of two organized crime 
organizations in Georgia received sentences in Federal 
prison ranging from 27 to 60 months for conspiracy, 42 to 
65 months for interstate transportation of stolen property, 
and 36 months of supervised release. The OIG investigation 
disclosed that a total of approximately $6.48 million worth 
of infant formula and razors was shoplifted in the Atlanta 
metro area and then transported in rental trucks to New 
York. This investigation was conducted jointly with FDA 
and the Atlanta Police Department.

n In October 2007, a Federal court in the Southern District of 
Ohio sentenced a store owner to 97 months of imprisonment, 
36 months of probation, forfeiture of $1.5 million, and 
forfeiture of $791,025 in seized currency after a guilty plea 
for money laundering and conspiracy. The investigation 
disclosed that the store owner utilized his wholesale business 
to store and distribute pseudoephedrine (a decongestant) 
and other stolen/fraudulently obtained items, including 
infant formula, baby products, personal hygiene products, 
and cigarettes. This was a joint investigation with the Drug 
Enforcement Administration, the Secret Service, the FBI, 
and State and local law enforcement.

Two Summer Food Service Program (SFSP)  
Sponsors Received Excess Reimbursements

Our audit found that two private nonprofit sponsors operating 
FNS’ SFSP in Georgia received excess reimbursement of 
more than $215,000 of the $1.28 million in program funds 
they received in 2005 and 2006. The sponsors increased their 
reimbursement by block-claiming (claiming the same number 
of meals for three or more consecutive days), serving meals 
at unapproved sites, claiming more meals than allowed at 
approved sites, operating more than the allowed number of 
sites, and claiming meals that were not kept refrigerated at the 
temperature required for food safety. In addition, for 2005 and 
2006, the State agency that oversees the program had declared 
24 private nonprofit sponsors as problematic and 16 sponsors 
as seriously deficient in program administration. However, 
the State was not enforcing its own policy to remove sponsors 
from the program if their operations were found to be seriously 
deficient. FNS also had not ensured that corrective actions were 
taken on problems noted during its reviews of the program.

We recommended that FNS (1) establish controls to follow 
up on all reviews of sponsors to ensure corrective actions have 
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been implemented, (2) instruct the State agency to evaluate the 
conditions disclosed during this audit and determine whether 
the two sponsors warrant removal from the program, and  
(3) require the State agency to initiate steps to recover $215,000 
in questionable reimbursements received by the sponsors. FNS 
generally concurred with the findings and is working with OIG 
to resolve technical matters related to OIG’s recommendations. 
(Audit Report No. 27099-63-At, SFSP in Georgia)

FNS Food Stamp Employment and Training (E&T) 
Program

We found that because FNS has not established performance 
measures to determine the success of the Food Stamp E&T 
program as required by the Government Performance and 
Results Act, it cannot know whether its program, with 
$110 million in annual expenditures, is meeting its goals or 
achieving results. In North Carolina, our audit also found that 
a county manager in an employment services office modified 
the hours employees actually worked to match the hours 
budgeted without the employees’ knowledge. These changes 
to timesheets caused different Federal programs to be either 
overcharged or undercharged expenses for operating their 
programs. In addition, the North Carolina State agency had 
not reconciled FY 2005 funds for the E&T program, and 
therefore could not determine whether Federal funds totaling 
more than $212,000 needed to be deobligated.

FNS agreed to direct the North Carolina State agency to prohibit 
altering employees’ timesheets and to reconcile its accounts. 
FNS did not agree to establish performance measures for the 
E&T program or to require States to submit performance data. 
OIG maintains that FNS must measure the performance of the 
program because the Food Stamp Act currently requires that 
FNS monitor the State agencies “to measure the effectiveness 
of the program to increase the numbers of household members 
who obtain employment and the numbers of such members 
who retain employment as a result of their participation in 
E&T programs.” (Audit Report No. 27601-16-At, Food Stamp 
E&T Program)

Commodity Credit Corporation’s (CCC) Bioenergy 
Program

Our review, prompted by concerns about possible 
misrepresentations of bioenergy production by producers, 
determined that the Farm Service Agency’s (FSA) internal 
controls were sufficient to ensure the integrity of CCC’s 
Bioenergy Program. Under the program, FSA made cash 
payments to bioenergy companies that increased their 
purchases of corn and other commodities to expand production 
of ethanol and biodiesel. The $544.4 million program began 
in FY 2001 and was discontinued in FY 2006, when the last 
available funds were expended.

We found that for program payment purposes, FSA used 
standard conversion rates (in gallons per bushel), rather than 
each plant’s actual conversion rate, to convert ethanol and 
biodiesel gallons produced to commodity quantities used in 
production. Our review of four producers found the producers’ 
actual conversion rates were greater than the standard and, 
because the program did not account for these efficiencies, these 
producers effectively received premiums on their Bioenergy 
Program payments. In addition, we noted that CCC requested 
ethanol production data using terminology unfamiliar to 
producers, leading to confusion on the part of some ethanol 
producers regarding correct reporting of their production. If a 
similar Bioenergy Program is offered or continued in the future, 
FSA may want to (1) reflect actual production efficiencies 
in the rates used to convert increased biofuel production (in 
gallons) to increased commodity purchases for payment, and 
(2) request ethanol production data using ethanol industry 
terminology to ensure that producers properly report their 
ethanol production data. We made no formal recommendations 
because the program has been discontinued. (Audit Report No. 
03601-25-KC, CCC Bioenergy Program)

Producers Could Not Always Document Tree 
Indemnity Program (TIP) Payments

Of the 40 producers we interviewed in an audit of FSA’s TIP, 
28 could not provide replanting, rehabilitation, cleanup,  
and/or debris removal cost documentation adequate to 
support $545,230 in TIP payments. TIP provided funds to 
eligible owners of commercially grown fruit trees, nut trees, 
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bushes, and vines that produce an annual crop and were lost or 
damaged due to 2005 Hurricanes Dennis, Katrina, Ophelia, 
Rita, or Wilma. Producers must have incurred damages to their 
trees, bushes, and/or vines that would cost at least $90 per acre 
for replanting, rehabilitation, cleanup, and/or debris removal.

Although FSA informed the producers that they were required 
to document and maintain support for their costs, and that 
they would be required to provide such documentation to 
FSA in the event the producers were selected for spot check, 
FSA did not provide producers with guidance detailing what 
constituted adequate documentation. Also, at the time of our 
audit, FSA had not issued procedures to spot-check producers’ 
documentation of TIP-related costs.

We recommended that FSA provide producers with detailed 
guidance on maintaining acceptable documentation of costs 
for future programs and finalize and implement spot-check 
procedures to verify documentation supporting TIP payments. 
We also recommended that FSA recover the $545,230 in 
unsupported TIP payments. The agency is implementing 
corrective actions based on the report. (Audit Report No. 
03601-13-At, Hurricane Relief Initiative – TIP)

Controls Over the Approval and Distribution of 
Aquaculture Grant Program (AGP) Funds

We found that FSA needs to improve controls over the approval 
and distribution of future grant funds such as those distributed 
under AGP. AGP provided $25 million in block grants to 
Alabama, Florida, Louisiana, Mississippi, North Carolina, and 
Texas to mitigate producers’ aquaculture losses due to the 2005 
Hurricanes Dennis, Katrina, Ophelia, Rita, and Wilma. We 
found that FSA did not allocate the $25 million in AGP funds 
based on estimated losses; instead, it made allocations based on 
the number of farms and value of production in the States. In 
addition, two States, on their own accord and counter to their 
agreements with FSA, compensated producers based on criteria 
other than the producers’ losses: Mississippi paid producers 
based on feed purchased, and Alabama paid producers based 
on surface acres of water. Moreover, because of different 
methodologies, Louisiana paid certain counties at a higher 
rate, but could not provide evidence of how it determined 
which counties would receive this higher rate; Mississippi 

compensated catfish producers based on the amount of feed 
purchased, and compensated producers of all other species on 
the amount of actual loss. These inconsistent approaches are 
ultimately attributable to FSA’s lack of adequate control over 
the States’ implementation of the program.

FSA agreed to develop a methodology for future grant 
programs to better direct grant funds to the areas most directly 
affected. FSA also agreed to develop and implement controls 
for future grant programs to ensure that such programs achieve 
their intended results and treat program participants equitably. 
(Audit Report No. 03601-48-Te, 2005 Hurricane Initiatives: 
Aquaculture Grants to States)

Joint Investigation Results in Two North Carolina 
Men Being Convicted and Ordered To Forfeit 
$4 .5 Million for Conspiracy Regarding FSA’s Tobacco 
Program

In October 2007, a Federal court held two North Carolina 
men jointly and severally liable for a $4.5 million forfeiture 
judgment. The two North Carolina men were found guilty of 
conspiracy to structure financial transactions to avoid filing 
Currency Transaction Reports (CTRs) and to commit fraud 
regarding the FSA Burley Tobacco Marketing Program. The 
men used an extensive network of accomplices, family, and 
friends to conduct more than $4.5 million of transactions in 
increments under $10,000 to avoid filing the required CTR 
reports. It was determined that both men intentionally engaged 
in fraudulent actions regarding the proper identification of 
tobacco grown under this FSA program. This investigation was 
conducted jointly with the IRS, the FBI, and the Tennessee 
Bureau of Investigation.

Illinois Producer Sentenced to Prison in Conversion 
Investigation

In November 2007, a producer from Illinois was sentenced 
in Federal court to serve 21 months in prison, followed by  
36 months of supervised release, and ordered to pay $192,698 
in restitution to USDA. The producer obtained two CCC 
farm-stored loans, totaling $167,190, and pledged corn and 
soybeans as collateral for the loans. The OIG investigation 
disclosed that the producer converted the loan collateral to his 
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own use without authorization from FSA to sell the collateral 
and did not apply any of the proceeds derived from the grain 
sales to his outstanding FSA loans.

Dairy Firm Misreported Nonfat Dry Milk Pricing Data

Our review found that a large dairy firm misreported nonfat 
dry milk volume and price information when submitting its 
weekly reports to the National Agricultural Statistics Service 
(NASS), beginning in 2002. The incorrect data were aggregated 
with data from other firms, published by NASS in the Dairy 
Products Prices report, and factored into AMS’ Federal milk 
marketing order formula. According to AMS, this caused the 
total value of milk to be understated by $50 million between 
April 29, 2006, and April 14, 2007.

OIG recommended that NASS request all reporting firms 
to review their previously submitted data and provide any 
revisions for the period from January 4, 2002, through  
April 22, 2006. AMS will then be able to utilize accurate 
information in its milk pricing formulas to determine the real 
impact of the understatement or overstatement of the value of 
milk. NASS also should review and modify the questions on the 
Annual Validation Worksheet to solicit an accurate response for 
each question and verify that all field offices have implemented 
NASS’ plan to complete the Annual Validation Worksheet for 
all reporting firms during a site visit. In addition, NASS needs 
to modify the weekly data collection instruments by requiring 
data providers to confirm that they fully understand the 
requirements they must meet to accurately report their firm’s 
data and verify that changes to strengthen the internal controls 
for the data included in the Dairy Products Prices report have 
been implemented.

NASS has implemented changes in its internal controls 
to improve the data collection and review process for the 
Dairy Products Prices report. We concurred with the agency’s 
response and have reached management decision for all five 
recommendations. (Inspection Report No. 26901-01-IR, 
Survey and Estimation Internal Controls for Nonfat Dry Milk 
and the Dairy Products Prices Report)

GOVERNMENTWIDE ACTIVITIES – GOAL 2

Participation on Committees, Working 
Groups, and Task Forces

n In response to the devastation in the Gulf Coast 
caused by Hurricanes Katrina, Rita, and Wilma, 
the PCIE Homeland Security Roundtable created 
a Disaster Recovery Working Group, now in its 
third year. USDA OIG and 17 other Inspectors 
General have been meeting on a quarterly basis 
to discuss their experiences in auditing and 
investigating hurricane recovery efforts. Topics 
covered, in addition to the ongoing work, include 
coordination between Departments, data-sharing 
to prevent duplicate assistance, contracting issues, 
preparation for future disasters, and overall lessons 
learned.

n OIG special agents have been participating in a 
Hurricane Katrina/Rita Fraud Task Force since 
January 2006. From November 1, 2005, to date, 
OIG has conducted 48 cases in which FNS, FSA, 
and Rural Development (RD) have been defrauded 
by individuals who have submitted false claims 
or provided false statements to obtain Federal 
benefits. From June 2006 to date, 88 individuals 
have been indicted, 30 have been convicted and 
sentenced, and fines and restitution thus far have 
totaled $26,725 and $451,975, respectively. 
The task force is expected to continue through 
FY 2009.

n OIG investigators are participating on a task force 
to investigate criminal violations of the Food Stamp 
Program and the Special Supplemental Nutrition 
Program for Women, Infants, and Children (WIC). 
Members include the Michigan State Police and 
IRS’ Criminal Investigation organization. The 
FBI, Social Security Administration OIG, and 
Immigration and Customs Enforcement have 
provided assistance during search and arrest 
warrant operations. The initiative has resulted in 
43 arrests and 28 search warrants served in  the
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 Detroit metropolitan area. Criminal prosecutions 
are being pursued through the United States 
Attorney’s Office for the Eastern District of 
Michigan and the Michigan Attorney General’s 
Office. Forfeiture actions have been started by the 
United States Attorney’s Office.

n An OIG investigator has been working with the 
FBI’s Safe Streets Task Force in Indianapolis, 
Indiana, since 2000. The mission of the task force 
is to deter street gang and drug-related violence, as 
well as seek the most significant fugitives wanted 
for crimes of violence through long-term, proactive, 
and coordinated teams of Federal, State, and local 
law enforcement officers and prosecutors.

n An OIG investigator is participating on the Ohio 
Organized Crime Investigations Commission 
(OOCIC) Task Force in Dayton, Ohio. OOCIC 
provides assistance to local law enforcement 
agencies in the investigation of organized criminal 
activity. OIG investigators have participated in the 
OOCIC Task Force since 1996 and have conducted 
investigations involving welfare recipients, food 
stamp trafficking, mortgaged farm equipment 
stolen from farmers, stolen property trafficking, 
and dogfighting. OIG involvement with the 
taskforce has resulted in the successful prosecution 
of more than 145 individuals, with a number of 
additional cases pending. This has resulted in 
hundreds of charges for crimes such as Racketeer 
Influenced and Corrupt Organization Act (RICO) 
violations, auto theft, breaking and entering, 
narcotics trafficking, felonious assault, weapons 
violations, illegal gambling, food stamp trafficking, 
money laundering, conspiracy, dogfighting, and 
other criminal violations.

ONGOING AND PLANNED REVIEWS FOR GOAL 2

Topics that will be covered in ongoing or planned 
reviews under Goal 2 include:

n continued monitoring of EBT 
implementation (FNS), 

n the Child and Adult Care Food Program (FNS),
n WIC vendor monitoring (FNS),
n FSP administrative costs in New Jersey (FNS),
n Rural Business-Cooperative Service’s (RBS) 

Intermediary Relending Program,
n effectiveness and enforcement of debarment and 

suspension regulations throughout USDA,
n Oklahoma Rural Housing Service (RHS) 

Rural Rental Housing (RRH) company,
n RHS Texas community connect 

grants closeout audit,
n controls over issuance of appropriated funds 

by Delta Regional Authority (RD),
n RD rural area designations,
n RHS controls over management 

companies in Puerto Rico,
n RHS RRH project insurance maintenance 

and reserve account funding – Florida,
n RHS RRH maintenance costs 

and inspection procedures,
n controls over lender activities in RHS’ Single 

Family Housing (SFH) Loan Program,
n RD’s rural critical access hospitals,
n RHS Community Facilities 

Guaranteed Loan Program,
n Rural Utilities Service (RUS) controls over Water 

and Waste Disposal Loan and Grant Program,
n RUS Water and Wastewater 

System Grants – Alaska,
n RUS Broadband Loan Programs,
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n Farm and Ranch Lands Protection 
Program, review of non-Governmental 
organizations (NRCS),

n implementation of the Tobacco Transition 
Payment (Tobacco Buyout) Program (FSA),

n interest assistance on guaranteed farm loans (FSA),
n review of adjusted gross income 

limitation (NRCS and FSA),
n effectiveness of status reviews in assessing 

producer compliance with conservation 
provisions (NRCS and FSA),

n crop loss and quality adjustments for aflatoxin-
infected corn (Risk Management Agency (RMA)),

n price support provisions for pulse crops (FSA),
n commodity programs for peanuts (FSA),
n price discovery efforts for various crops 

reported nationwide (NASS),
n group risk crop insurance (RMA),
n RMA’s implementation of the approved insurance 

providers’ appendix IV/quality control reviews,
n evaluation of RMA’s national program  

operations reviews,
n management controls over new 

producer status (RMA),
n controls over catastrophic crop 

underwriting (RMA), and
n penalties assessed for inaccurate 

reporting of crop acreage (RMA).

The findings and recommendations from these 
efforts will be covered in future semiannual reports 
as the relevant audits, inspections, and investigations 
are completed.
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OIG Strategic Goal 3: 
Support USDA in implementing its management 
improvement initiatives .

OIG conducts audits, inspections, and investigations that 
focus on such areas as improved financial management 
and accountability, IT security and management, research, 
real property management, employee corruption, and the 
Government Performance and Results Act. Our work in 
this area is vital because the Department is entrusted with  
$128 billion in public resources annually. The effectiveness 
and efficiency with which USDA manages its assets are critical. 
USDA depends on IT to efficiently and effectively deliver 
its programs and provide meaningful and reliable financial 

reporting. One of the more significant dangers USDA faces 
is a cyberattack on its IT infrastructure, whether by terrorists 
seeking to destroy unique databases or criminals seeking 
economic gains.

In the first half of FY 2008, we devoted 34.2 percent of our total 
direct resources to Goal 3, with 98.8 percent of these resources 
assigned to critical/high-impact work. A total of 91.5 percent 
of our audit or inspection recommendations under Goal 3 
resulted in management decision within 1 year, and 63 percent 
of our investigative cases had criminal, civil, or administrative 
action taken. OIG issued 14 audit reports under Goal 3 during 
this reporting period. OIG investigations under Goal 3 yielded 
two indictments, no convictions, and $450,588 in monetary 
results during the reporting period.

Management Improvement Initiatives

Management Challenges Addressed Under Goal 3

n Interagency Communications, Coordination, and Program Integration Need Improvement (also under Goals 1, 2, and 4)

n Implementation of Strong, Integrated Management Control (Internal Control) Systems Still Needed (also under Goal 2)

n Continuing Improvements Needed in IT Security (also under Goal 1)

n Implementation of Improper Payment Act Requirements Needs Improvement

n Material Weaknesses Continue To Persist in Civil Rights Control Structure and Environment

n USDA Needs To Develop a Proactive, Integrated Strategy To Assist American 
Producers To Meet the Global Trade Challenge (also under Goal 1)

n Better FS Management and Community Action Needed To Improve the Health of the 
National Forests and Reduce the Cost of Fighting Fires (also under Goals 1 and 4)

EXAMPLES OF AUDIT, INSPECTION, AND 
INVESTIGATIVE WORK FOR GOAL 3

Formal Strategy for Renewable Energy Projects Is 
Needed 

Our review determined that RUS’ internal controls over its 
electric loan and grant program, which includes renewable 
energy projects, were generally adequate. However, we found 
that RUS did not have a formal strategy to maximize the use 
of funds set aside for renewable energy projects and to ensure 

the effectiveness of these projects. RUS officials believed that 
they do not need a strategic plan specific to RUS because it 
is one of the mission areas within RD, and RD has a strategic 
plan. As a result, RUS has not maximized the use of available 
methods of funding, such as loan and grant combinations, to 
satisfy requests for renewable energy grant project funds. By 
using loan and grant combinations, RUS should be able to use 
fewer grant funds and more loan funds while maintaining both 
the applicant’s ability to repay the loan and providing sufficient 
working capital and cashflow to sustain the project. RUS agreed 
to develop a formal strategy to maximize the effectiveness of 
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renewable energy projects, including the development of goals 
and performance measures as well as the use of grant and loan 
combinations to maximize available loan and grant funds. 
(Audit Report No. 09601-07-Te, Implementation of Loan and 
Grant Programs That Promote Renewable Energy)

Emergency Conservation Program (ECP) Helps 
Producers Rehabilitate Farmland Damaged by 2005 
Hurricanes

Overall, we concluded that the flexibility provided to the States 
by FSA’s ECP allowed them to better facilitate producers’ timely 
recovery from damage caused by the successive hurricanes that 
devastated farmland throughout the Gulf Coast in 2005. FSA 
State offices were authorized to increase ECP approval limits 
and waive pre-approval onsite inspections of the extent of 
damage. However, we did find that FSA county personnel 
approved applications from both their fellow employees and 
their superiors, which was not allowed by procedure. Also, 
although FSA replaced its pre-approval onsite inspections 
with post-approval spot checks of 25 percent of approved 
applications, the spot checks did not always provide reasonable 
assurance that claimed costs were commensurate with the work 
or services performed; e.g., once debris had been removed, it 
was difficult to gauge the extent or location of the original 
damage and, therefore, the actual expenditures required to 
rehabilitate the land.

Debris at sites OIG visited had been burned or piled at various locations, 

which made it impractical to verify the extent of the damage. OIG photo.

FSA agreed to review all employee and county committee 
applications not approved at the appropriate level, remind 
its State and county office employees of relevant approval 
authority rules, and develop guidance to limit pre-approval 
onsite inspection waivers for those types of ECP projects 
that FSA determines are least capable of being evaluated 
after rehabilitation work has been performed. The audit 
was conducted in conjunction with the PCIE as part of its 
examination of the Federal Government’s relief efforts in the 
aftermath of Hurricanes Katrina and Rita. (Audit Report No. 
03601-27-KC, Hurricane Relief Initiatives: ECP)

Financial Management Controls Over Reinsurance 
Companies

After RMA had incurred more than $41.7 million in funding 
closeout operations since 2003 for a failed reinsured company 
that had been the largest participant in the Federal crop 
insurance program, OIG and the Government Accountability 
Office (GAO) made recommendations to RMA to strengthen its 
management control over reinsured companies. This reporting 
period, we revisited issues raised in those reports and found 
that RMA has improved its financial management controls 
over reinsurance companies, has expanded its financial and 
operational analyses of those companies, and has conducted 
compliance reviews of adherence to regulations and policies.

RMA has initiated agreements that enable information sharing 
with State insurance departments. However, its Reinsurance 
Services Division still needs to develop written procedures for 
its operational analyses of reinsured companies now that it 
has expanded them. Further, it needs to coordinate with State 
insurance departments to determine what information should 
be shared and the optimal frequency for sharing it, and then 
implement a policy to routinely do so. RMA disagreed with our 
analysis of its coordination with State insurance departments. 
RMA stated that it provided substantial documentation during 
the audit to demonstrate that the frequency and quantity of 
information shared with the States is substantially greater now 
than it was prior to the cited insurance company’s failure. 
To reach management decision, we need RMA’s plan and 
timetable for coordinating with State insurance regulators on 
their supplemental information needs, and RMA’s plan and 
corrective action for how it expects to communicate those 
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needs with the State insurance departments. (Audit Report No. 
05099-111-KC, RMA Financial Management Controls Over 
Reinsurance Companies)

Operation Talon Still Going Strong

OIG began Operation Talon in 1997 to locate and apprehend 
fugitives, many of them violent offenders, who are current or 
former food stamp recipients. As of March 31, 2008, Operation 
Talon had resulted in 11,995 arrests of fugitive felons during 
joint OIG-State and local law enforcement operations. During 
this reporting period, OIG agents conducted Talon operations 
in 4 States, making a total of 215 arrests. OIG combined forces 
with Federal, State, and local law enforcement agencies to arrest 
11 fugitives in Alabama, 8 in California, 154 in Massachusetts, 
and 42 in New Jersey for offenses including assault, burglary, 
assorted drug charges, robbery, fraud, forgery, driving under 
the influence, rape, sex offenses, offenses against family and 
children, larceny, stolen property, weapons violations, and 
other offenses.

Former FS Employee Sentenced for Embezzlement

In November 2007, a former FS employee was sentenced 
in the District of Oregon to serve 21 months in prison and  
36 months of supervised release and was ordered to pay 
restitution of $642,319. The OIG investigation disclosed that 
the employee embezzled at least $642,319 from FS and used 
the funds for personal use, including gambling. The individual’s 
employment with FS was terminated in August 2007. This case 
was conducted jointly with IRS Criminal Investigation.

Wife of Montana Sheriff Sentenced for 
Embezzlement

In January 2008, a former employee of the Montana 
Department of Public Health and Human Services, who is also 
the wife of a Montana county sheriff, was sentenced in the 
District of Montana to serve 54 months in prison, followed 
by 36 months of probation, and was ordered to pay $206,233 
in restitution to the Montana Department of Public Health 
and Human Services. The investigation disclosed that, over a 
10-year period, the former employee embezzled $22,377 in 

food stamp and $183,856 in Temporary Assistance for Needy 
Family (TANF) benefits. The former employee opened and 
maintained numerous fictitious case files, and had the food 
stamp and TANF benefits mailed to post office boxes she held 
in the fictitious names.

Former State Employee Sentenced for Fraudulently 
Receiving Government Benefits

In October 2007, a former State of Maine employee was 
sentenced in Federal court in the District of Maine to 12 months 
in prison, and ordered to pay restitution of $120,917 and a 
$400 court fee for providing false statements to Government 
agencies to fraudulently receive benefits, including food 
stamps. The judge also ordered that the individual be deported 
to Canada upon her release from prison. The individual 
previously had pled guilty in June 2007 to two counts of 
submitting false documentation and making false statements 
to obtain food stamps and other benefits. This investigation 
was conducted jointly with the U.S. Department of Health 
and Human Services OIG.

Former Indiana County Employee Working at a USDA 
Service Center Sentenced for Possession of Child 
Pornography

In December 2007, a former employee with Allen County’s 
Indiana Soil and Water Conservation District (SWCD) was 
sentenced in Allen County Superior Court to 24 months of 
probation for possession of child pornography. As part of the 
sentencing, the judge ordered the former employee to undergo 
counseling, to have no unsupervised visits with children under 
the age of 18, and to register as a sex offender in the State 
of Indiana. The former employee confessed to using SWCD-
owned computers to upload and download child pornography 
images to and from the Internet while he was working in the 
USDA Service Center. The former employee also confessed to 
posting child pornography images to a photo album on a popular 
Internet site, using a computer at his new place of employment 
to access the images, and downloading child pornography 
images to one of his personally owned computers.
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FSA’s Process for Identifying Improper Payments 
Results in Reliable Estimates

We concluded that the process FSA was using in 2007 to arrive 
at a statistically valid estimate of improper payments made 
in its high-risk programs was adequate and would result in 
reliable estimates of improper payments. The Department’s 
Chief Financial Officer had requested our evaluation of the 
process because of questionable reporting in previous years.

We did identify two conditions that could have impacted the 
estimates but were corrected by FSA before the reporting of final 
estimates in USDA’s Performance and Accountability Report. 
To determine whether an improper payment had occurred, 
FSA used a more stringent timeframe for lien searches before 
disbursement of Marketing Assistance Loans (MAL) than was 
required by regulation. Lien searches had been performed 
outside the timeframe FSA specified but before disbursement 
and obtaining of the required security on loan collateral. FSA 
agreed that this was improper and revised the determination 
of an improper payment. We also identified an error in the 
statistical projection that understated improper payments for 
the MAL Program by $176 million. The statistician had failed 
to use revised payment codes provided by FSA to develop the 
improper payment estimate. FSA rectified this error.

FSA agreed to ensure that the guidance for conducting 
improper payment reviews was revised to reflect the revision 
to the improper payment determination for MAL lien 
searches, and that controls are implemented to confirm that 
improper payment estimates are accurately based on the results 
of payment reviews. (Audit Report No. 03601-0014-Ch, 
Identification and Reporting of Improper Payments in FSA 
High-Risk Programs)

IT Security in the Store Tracking and Redemption 
System II (STARS II) Needs Improvement

FNS properly documented and accredited STARS II and 
established adequate application controls to ensure that the 
system contained valid, complete, and accurately processed 
data. However, we noted some weaknesses that FNS has 
agreed to address to further strengthen the security of 
STARS II. This includes the need to (1) improve security 
over computer resources, (2) implement actions agreed to in 

a prior recommendation regarding processing access requests, 
and (3) finalize the contingency plan for the STARS II 
primary computer facility, the Benefit Redemption System 
Branch (BRSB). Also, the Dallas Field Office did not adhere 
to established procedures for obtaining supervisory approval 
before authorizing stores in STARS II.

In response to our audit, FNS (1) agreed to implement controls 
to ensure that only authorized individuals have physical access 
to restricted areas, (2) has developed and implemented controls 
to ensure sensitive data are removed from damaged hard drives, 
(3) is developing an automated process for processing system 
access requests and approval and agreed to continually update 
the BRSB contingency plan, and (4) instructed the Dallas Field 
Office to follow established procedures for authorizing stores 
in STARS II and reviewing system data for significant changes. 
(Audit Report No. 27501-02-Hy, Application Control Review 
of FNS’ STARS II)

USDA FY 2007/2006 Consolidated Financial 
Statements – Qualified Opinion in FY 2007

The USDA FY 2007 Consolidated Financial Statements  
received a qualified opinion. The qualified opinion on the 
Consolidated Financial Statements was due to significant 
revisions made to Rural Development’s (RD) credit reform 
processes related to the Single-Family Housing Program 
cashflow model and subsidy reestimates. As such, OIG was 
unable to obtain sufficient, appropriate evidence to support RD’s 
and USDA’s Financial Statement amounts as of September 30, 
2007. These revisions materially impacted RD’s and USDA’s 
Consolidated Financial Statements as a whole and resulted 
in qualified opinions. We also identified three significant 
deficiencies in internal controls. Improvements were needed in 
overall financial management, IT security and controls, and 
certain financial management practices and processes. The first 
two deficiencies were considered to be material weaknesses. 
In addition, three instances of noncompliance were identified 
relating to the Federal Financial Management Improvement 
Act of 1996 (FFMIA), the Anti-Deficiency Act (ADA), and 
Managerial Cost Accounting Practices. The Office of the 
Chief Financial Officer (OCFO) agreed with the findings 
reported and has immediate and long-term plans to address 
the weaknesses discussed in the report.
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In addition to auditing the Department’s Consolidated 
Financial Statements, audits of the financial statements of five 
USDA agencies were also performed. Details of these financial 
audits are as follows:

n RD – Qualified Opinion in FY 2007. The RD 
consolidated financial statements for FY 2007 received 
a qualified opinion because of deficiencies we identified 
after RD made significant revisions to its credit reform 
processes related to the Single-Family Housing Program 
cashflow model and subsidy reestimates. Our report on 
internal controls identified two material weaknesses related 
to improvements needed in financial management of the 
credit reform processes and IT security. In addition, we 
reported a significant deficiency related to improvements 
needed over the Rural Telecommunication Program’s 
unliquidated obligation certification process. We also 
identified an instance of noncompliance related to FFMIA. 
We recommended that RD improve its financial reporting 
controls over credit reform. RD generally agreed with the 
findings and recommendations in the report.

n CCC – Unqualified Opinion. The audit of CCC 
identified four significant deficiencies (the first three 
are material weaknesses) in CCC’s information security 
controls, financial system functionality and funds control, 
management’s review procedures over the cashflow models 
for direct and credit guarantee programs, and producer 
monitoring procedures. Three instances of non-compliance 
were identified related to the Federal Information Security 
Management Act of 2002 (FISMA), FFMIA, and ADA. 
CCC generally concurred with the significant deficiencies 
discussed in the report and is implementing corrective 
actions.

n FS  – Unqualified Opinion. We identified one material 
internal control weakness in FS’ IT general controls 
environment. One instance of noncompliance was identified 
related to FFMIA. FS agreed with the recommendations 
and is in the process of developing specific corrective action 
plans.

n FNS  – Unqualified Opinion. The audit of FNS did not 
identify any significant deficiencies; however, one instance 
of noncompliance was reported related to the Improper 
Payments Information Act of 2002.

n Federal Crop Insurance Corporation (FCIC)/RMA – 
Unqualified Opinion. No weaknesses were identified 
related to internal controls. 

(Audit Reports Nos. 50401-62-FM, 85401-14-FM, 
05401-0016-FM, 08401-0008-FM, 06401-0022-FM, and 
27401-32-Hy, respectively, for the USDA, RD, FCIC, FS, 
CCC, and FNS Financial Statements for FY 2007/2006)

GOVERNMENTWIDE ACTIVITIES – GOAL 3

Review of Legislation, Regulations, 
Directives, and Memoranda

n Federal Agency Data Protection Act. OIG reviewed 
H.R. 4791, entitled the “Federal Agency Data 
Protection Act,” which would amend the 
E-Government Act in a number of ways and 
protect personally identifiable information (PII) 
of individuals that is maintained in or transmitted 
by Federal agency information systems. OIG 
expressed concern that there would be inconsistent 
determinations of what is and is not PII under the 
current proposed PII definition and recommended 
that concrete examples be provided. OIG also 
recommended that the legislation clarify whether 
PII includes publicly available information that is 
lawfully made available to the public from Federal 

records.

n Improper Payments Elimination and Recovery Act 
of 2008. OIG reviewed S. 2583, entitled the 
“Improper Payments Elimination and Recovery 
Act of 2008,” which would require the Office of 
Management and Budget (OMB) to determine 
when an agency should be required to obtain 
an opinion on internal controls over financial 
reporting. OIG expressed concern that this 
requirement would double the amount of time 
and resources needed for OIG and independent 
audit contractors to conduct USDA’s financial 
statement audits. Also, the legislation would 
require OIG to perform annual audits to ascertain 
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Participation on Committees, Working Groups, and 
Task Forces
n PCIE Legislation Committee. The USDA IG continues to 

serve the IG community as the Chair of the Legislation 
Committee of the PCIE. During the reporting period, 
the Legislation Committee reviewed pending bills that 
would amend the IG Act and provided comments as 
requested to staff of the House Oversight and Government 
Reform Committee and the Senate Homeland Security 
and Governmental Affairs Committee (HSGAC). On 
October 3, 2007, the House considered and passed H.R. 
928, the “Improving Government Accountability Act.” On 
November 14, 2007, the Senate HSGAC favorably voted 
S. 2324, the “Inspector General Reform Act of 2007” (the 
Senate counterpart to H.R. 928) out of committee.

 On an ongoing basis, the Legislation Committee monitored 
and tracked all IG-related legislation that was introduced 
in Congress and kept the affected IGs notified of these 
bills’ progress. The committee considered specifically the 
Web site requirements imposed upon OIGs and their host 
establishments by the 2008 Consolidated Appropriations 
Act, as well as S. 2583, the “Improper Payments Elimination 
and Recovery Act of 2008,” which would amend the 
Improper Payment Information Act of 2002 and impose 
additional requirements on OMB, Federal agencies, and the 
executive branch IGs.

n The USDA IG is a member of the National Procurement 
Fraud Task Force, formed by the Department of Justice 
(DOJ) in October 2006 as a partnership among Federal 
agencies charged with the investigation and prosecution of 
illegal acts in connection with Government contracting and 
grant activities. The task force has worked to better allocate 

whether USDA is in compliance with the Improper 
Payments Act. OIG expressed concern that these 
new requirements would leave few if any resources 
available for OIG to conduct other audit work. 
Additionally, OIG opined that the requirement for 
such annual audits would not be an efficient use 
of resources, as it would not provide agencies with 
sufficient time to make corrections and address 
any recommendations before the following year’s 
audit. OIG recommended, at a minimum, that 
(1) the IG be able to exercise some judgment as 
to which relevant agency programs to review and 
also be able to exercise some discretion as to the 
scope of that review, and 2) the schedule for any 
such audits be revised to allow more time between 
audits (e.g., “once every 3 years” or “periodically” 
at the IG’s discretion).

n As part of its continuing efforts to strengthen 
the Federal nursery crop insurance program, 
RMA requested OIG Audit staff comments 
and feedback on its draft 2008 Nursery Loss 
Adjustment Standards Handbook (LASH). 
During the past year, RMA has worked with and 
provided ongoing assistance to auditors reviewing 
nursery crop indemnity payments for losses caused 
by Hurricanes Katrina, Rita, and Wilma. OIG 
provided comments to strengthen this essential 
document based on the mismanagement and 
abuse by loss adjusters we observed during our 
fieldwork. We suggested that loss adjusters, at the 
beginning of the loss adjustment process, ensure 
that (1) documentation exists, is reconciled to, 
and supports producers’ insured inventory values; 
and (2) required pre-acceptance inspections to 
confirm the eligibility of the property being 
insured were performed. OIG also suggested that 
adjusters support their determinations of plant 
recovery time needed.

 OIG also reviewed and commented on a draft of 
a manager’s bulletin that RMA was issuing to all 
Approved Insurance Providers (AIP) to discuss 
OIG’s preliminary audit findings and remind AIPs 
that insured nursery inventory values must be 
supported by adequate inventory records. During 

our fieldwork, OIG auditors observed an AIP’s 
sales agent who had misused the nursery crop 
insurance peak inventory provisions to provide 
ineligible coverage and subsequent indemnity 
payments for some of its insured producers. At 
our suggestion, RMA included a section in the 
bulletin on nursery crop provisions from the peak 
inventory endorsement and reminded AIPs that 
peak endorsements must be properly supported 
by a physical inventory. The bulletin was issued 
February 28, 2008.
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resources and improve coordination in procurement and 
grant fraud cases and otherwise to accelerate investigations 
and prosecutions. During this period, the task force has 
developed training programs on procurement and forensic 
auditing. At the regional level, OIG Investigations field 
offices in the Northeast Region and Western Region 
participate on Procurement Fraud Task Forces initiated by 
the local United States Attorneys’ Offices. OIG investigators 
in the Northeast Region are participating in a multi-agency 
investigation involving surety bond fraud. Surety bonds are 
one of the requirements necessary to obtain a Government 
contract. OIG also participates in one of the working groups 
formed by the task force, the Legislation Committee, which 
has produced a white paper discussing proposals for reform 
of the procurement process.

n The USDA IG, as a member of the PCIE Audit Committee, 
works to provide guidance to the Federal audit community 
by sponsoring reviews of Governmentwide issues and 
developing professional standards for audit activities. 
During this period, the committee addressed issues 
involving auditor training, proposed legislation requiring 
audits of improper payments, peer reviews, and reviews of 
IT.

n National Single Audit Sampling Project. Conducted under 
the auspices of the Audit Committee, the PCIE issued a 
study, Report on National Single Audit Sampling Project, 
to OMB in June 2007 on the quality of audits performed 
under Circular A-133 and how to improve them. Prompted 
by the PCIE study, but not under the purview of PCIE, 
OMB has designated a number of Federal agencies to 
examine whether the Single Audit process should be changed 
and, if so, how. Of the eight Single Audit Improvement 
Workgroups formed, OIG is participating in the one 
entitled “The New and Improved Single Audit Process.” 
In considering how the total Single Audit Environment 
should be improved, this workgroup is trying to ensure 
that the issues raised are applied to the collective efforts of 
all eight workgroups. This workgroup is also seeking input 
from the audit community—Federal (including GAO), 
State, and local governmental auditors, and certified public 
accountants—as well as the report user community. In 
addition, the workgroup is coordinating with OMB to 
implement changes.

n Financial Statement Audit Network (FSAN). OIG auditors 
are members of the FSAN workgroup. FSAN consists of 
inspector general auditors from numerous Federal agencies, 
and its main purpose is to share ideas, knowledge, and 
experiences in the audit community. On March 14, 2008, 
USDA OIG, in conjunction with FSAN, hosted the GAO/
PCIE Financial Statement Audit Update Conference. The 
conference was attended by more than 350 financial and 
IT auditors from the Federal, State, and private sector 
communities.

n A-136 Subcommittee. USDA OIG and the Department’s 
Office of Chief Financial Officer are members of the 
Subcommittee on OMB Circular No. A-136, Financial 
Reporting Requirements. The subcommittee’s purpose was 
to analyze various topics and submit recommendations to 
OMB by April 2008 for possible inclusion in the anticipated 
OMB Circular No. A-136 revision scheduled for May 2008. 
Topics being discussed include: 
 Accounting and budgetary difference reporting 

requirements
 Performance and Accountability Report (PAR) pilot 

evaluation
 Compilation and presentation of PAR
 Statement of Financing
 Fiduciary Activity Footnote
 Program performance evaluations included in PAR
 Asbestos reporting requirements
 Statement of Net Cost
 Parent-child reporting

n The USDA OIG National Computer Forensic Division 
(NCFD) is an active participant in the newly formed 
PCIE IT Committee’s Investigations Subcommittee and 
the Working Group on Computer Forensics. NCFD 
will participate in a training session co-sponsored by 
the PCIE IT Committee and DOJ’s Computer Crimes 
and Intellectual Property Section. The subcommittee is 
currently reviewing Encryption Key Escrow policies within 
each participating agency to help establish a best-practices 
document related to key escrow. The subcommittee is also 
reviewing the possibility of developing a computer forensic 
lab certification for all OIG forensic labs.
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n A forensic analyst from OIG’s NCFD participates full time 
at the FBI’s Heart of America Regional Computer Forensic 
Lab (HARCFL) in Kansas City, Missouri. Participation in 
HARCFL has been beneficial in obtaining direct access to a 
Regional Computer Forensics Laboratory, training, sample 
policies and procedures, and, as needed, FBI assistance in 
OIG’s forensic examinations.

Testimony Delivered

n IG Testifies Before the House Committee on Appropriations’ 
Subcommittee on Agriculture, Rural Development, FDA, and 
Related Agencies, on OIG’s FY 2009 Budget Request. On 
February 28, 2008, the IG and her senior management team 
presented testimony in support of the President’s FY 2009 
Budget Request for OIG. Her testimony provided an overview 
of significant audit and investigative work OIG conducted 
in the preceding 12 months and the most noteworthy work 
OIG has ongoing or planned for 2008. The IG’s testimony 
featured descriptions of OIG’s food safety work in 2007 and 
2008, covering issues such as risk-based inspection, E. coli 
testing, allegations of improper practices in meat processing 
facilities, and USDA recall procedures. OIG’s testimony 
also addressed audit and investigation work pertaining to 
NRCS conservation programs, RD activities, and USDA’s 
nutrition programs. During the hearing, the IG and her senior 
managers further discussed OIG’s work related to hurricane 
relief operations, dogfighting investigations, and food stamp 
fraud with Members of the Subcommittee. IG Fong also 
testified about the current budget reductions we face and the 
impact on our ability to provide full and effective oversight of 
Departmental operations.
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ONGOING AND PLANNED REVIEWS FOR GOAL 3

Topics that will be covered in ongoing or planned reviews under Goal 3 include:

n GIPSA’s management and oversight of the Packers and Stockyards Program,
n FS acquisition of IT software/hardware,
n oversight and control of FS activities,
n implementation of Renewable Energy Programs in USDA, ARS, RBS, and FS,
n Hurricane Relief Initiatives:

 Section 32 disaster programs including the Feed, Hurricane (crop), and 
Livestock Indemnity Programs (FSA and CCC),

 RMA’s 2005 emergency hurricane relief efforts in Florida,
n RMA compliance activities,
n national research initiative competitive grants (CSREES),
n ARS research monitoring,
n Export Guarantee Programs (FAS),
n price discovery efforts for various crops reported nationwide (NASS),
n establishment of average yields (NASS),
n annual audits of the Department and standalone agencies’ Financial Statements for FYs 2007 and 2008 (OCFO),
n retirement, health, and life insurance withholdings/contribution and supplemental 

headcount report submitted to OPM for FYs 2007 and 2008 (OCFO),
n FY 2008 USDA closing package,
n Rural Telephone Bank (RTB) closeout audit,
n accounting for farm loan programs (FSA),
n improper payments – continued reviews of risk assessment process and 

monitoring the progress of corrective actions (FSA and RHS),
n adequacy of internal controls over USDA travel card expenditures followup,
n management and security over USDA wireless communications (Office of the Chief Information Officer (OCIO)),
n lost and stolen computer equipment containing sensitive information (OCIO),
n FY 2008 National Finance general controls (OCFO),
n FY 2008 FISMA (OCIO),
n FY 2008 National Information Technology Center general controls (OCIO), 
n FY 2008 Information Technology Services general controls (OCIO),
n FSIS IT followup,
n minimum security requirements in USDA information systems (OCIO), and
n management over time and attendance data processed at the National Finance Center (OCFO).

The findings and recommendations from these efforts will be covered in future semiannual reports as the relevant 
audits, inspections, and investigations are completed.
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OIG Strategic Goal 4: 
Increase the efficiency and effectiveness with 
which USDA manages and exercises stewardship 
over natural resources .

OIG’s audits, inspections, and investigations focus on USDA’s 
management and stewardship of natural resources, including 
soil, water, and recreational settings. Our work in this area is 
vital because USDA is entrusted with hundreds of billions of 
dollars in fixed public assets, such as the 193 million acres of 
national forests and grasslands. USDA also provides scientific 
and technical knowledge for enhancing and protecting the 
economic productivity and environmental quality of the 
estimated 1.5 billion acres of forests and associated rangelands 
in the United States.

In the first half of FY 2008, we devoted 5.5 percent of our 
total direct resources to Goal 4, with 99.5 percent of these 
resources assigned to critical/high-impact work. There were 
no audit or inspection recommendations under the new  
Goal 4 that resulted in management decision within 1 year, nor 
were there any investigative cases that had criminal, civil, or 
administrative action taken. OIG issued no audit reports under 
Goal 4 during this reporting period. (For statistical purposes, 
the audit reported below (Audit Report No. 50601-12-KC) 
is tabulated under Goal 3 because it was largely completed 
before the implementation of Goal 4 in our strategic plan. The 
following investigative results are indicative of cases initiated 
before the implementation of Goal 4.) OIG investigations 
under Goal 4 yielded three indictments, five convictions, and 
about $1.3 million in monetary results during the reporting 
period.

Management Challenges Addressed  
Under Goal 4

n Interagency Communications, Coordination, 
and Program Integration Need Improvement 
(also under Goals 1, 2, and 3)

n Better FS Management and Community 
Action Needed To Improve the Health of 
the National Forests and Reduce the Cost of 
Fighting Fires (also under Goals 1 and 3)

EXAMPLES OF AUDIT, INSPECTION, AND 
INVESTIGATIVE WORK FOR GOAL 4

NRCS Should Evaluate Funding Decisions for Multi-
State Disaster Areas

Overall, we found that NRCS’ management controls in 
Mississippi and Louisiana were in place and functioning, as 
intended, to identify eligible sponsor entities and watershed 
project areas, to solicit bids and award contracts, and to inspect 
and verify the completion of designed channel restorations and 
levee repairs after Hurricanes Katrina and Rita. NRCS had 
provided funding for the affected States to restore channels and 
levees and to remove and dispose of dead poultry.

NRCS initially allocated $23.9 million in Emergency 
Watershed Protection Program (EWP) funds to the affected 
areas. Initial EWP funding for Louisiana and Mississippi totaled 
approximately $10.5 million and $7.5 million, respectively, 
for exigent projects in Louisiana and serious, but nonexigent, 
projects in Mississippi. Each State obligated funding to its 
highest priority projects, but the initial EWP funding was 
not obligated to the highest priority projects across the entire 
disaster-impacted area. We recommended that NRCS evaluate 
the use of program funding for future disasters across any 
multi-State disaster areas to ensure that available funding can 
be put to the highest priority or best use. NRCS indicated that 
it will assess the funding, but that funding had been sufficient 
to fully fund all exigent requests.

The audit was conducted in conjunction with PCIE as part of 
its examination of the Federal Government’s relief efforts in 
the aftermath of Hurricanes Katrina and Rita. (Audit Report 
No. 50601-12-KC, Hurricane Relief Initiatives: EWP and 
Disposal of Dead Animals)

Stewardship Over Natural Resources
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GOVERNMENTWIDE ACTIVITIES – GOAL 4

Testimony Delivered
n Deputy Inspector General (DIG) Kathleen S. 

Tighe Testifies Before the House Committee 
on Appropriations’ Subcommittee on Interior, 
Environment, and Related Agencies, Regarding 
Wildfire. On February 12, 2008, DIG Tighe 
presented testimony on FS wildfire management 
activities. She described the scope of OIG’s work 
related to FS and OIG’s three most recent FS 
audits. The DIG testified that during the last  
4 fiscal years, OIG’s audit and investigative work 
related to FS achieved monetary benefits or results 
totaling more than $63 million. In addition to 
discussing OIG’s Large-Fire Suppression Costs 
and Healthy Forests Initiative audits, the DIG 
highlighted OIG’s newly issued report on FS’ Air 
Safety Program. Deputy IG Tighe advised the 
Subcommittee that OIG’s overall conclusion was 
that FS has made strides toward improving its 
air safety program, but that OIG believes FS still 
needs to develop and implement an airworthiness 
assessment, inspection, and maintenance program 
that is targeted toward the demands that a 
firefighting environment imposes on aircraft. 
Regarding the cost of large-fire suppression, the 
DIG’s testimony reiterated OIG’s finding that 
the financial burdens on FS are likely to continue 
to rise because of current public expectations 
and uncertainties about Federal, State, and local 
responsibilities. The DIG also noted some of 
OIG’s ongoing and planned work for FY 2008 
regarding FS activities.

ONGOING AND PLANNED REVIEWS FOR GOAL 4

Topics that will be covered in ongoing or planned 
reviews under Goal 4 include:

n Invasive Species Program (FS), 
n watershed management (FS),
n Legacy Program – appraisal process (FS),
n administration of special use permits (FS),
n controls over technical service providers (NRCS),
n Conservation Security Program (NRCS),
n effectiveness of status reviews process 

in assessing producer compliance with 
conservation provisions (multi-agency), and

n Wetlands Reserve Program – 
restoration compliance (NRCS).

The findings and recommendations from these 
efforts will be covered in future semiannual reports 
as the relevant audits, inspections, and investigations 
are completed.
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MEASURING PROGRESS AGAINST THE OIG  
STRATEGIC PLAN

The first way we gauged our impact was by measuring the 
extent to which our work focused on the key issues under our 
newly revised goals that became effective in FY 2008:

1. Strengthen USDA’s ability to implement safety and 
security measures to protect the public health as 
well as agricultural and Departmental resources. 

2. Reduce program vulnerabilities and 
strengthen program integrity in the delivery 
of benefits to program participants.

3. Support USDA in implementing its 
management improvement initiatives.

4. Increase the efficiency and effectiveness 
with which USDA manages and exercises 
stewardship over natural resources.

IMPACT OF OIG AUDIT AND INVESTIGATIVE WORK ON 
DEPARTMENT PROGRAMS

A second way we gauge our impact is by tracking the outcomes 
of our audits and investigations. Many of these measures are 
codified in the Inspector General Act of 1978, as amended. 
The following pages present a statistical overview of the OIG’s 
accomplishments this period.

For audits we show    

n reports issued

n management decisions made (number of 
reports and recommendations)

n total dollar impact of management-decided reports 
(questioned costs and funds to be put to better use)

n program improvement recommendations

n audits without management decision

For investigations we show    

n indictments

n convictions

n arrests

n total dollar impact (recoveries, restitutions, fines)

n administrative sanctions

n OIG Hotline complaints

Gauging the Impact of OIG

PERFORMANCE RESULTS TOTALS UNDER OUR STRATEGIC GOALS

Performance Measures FY 07  
Baseline

FY 08  
Target

FY 08  
1st half 
Actual

(1)  OIG direct resources dedicated to critical-risk and high-impact work. 92.8% 90.0% 95.6%
(2)  Audit or inspection recommendations resulting in management decision 

within 1 year of report issuance. 
84.0% 85.0% 74.2%

(3)  Closed investigations previously referred for action that resulted in an 
indictment, conviction, civil suit or settlement, judgment, administrative 
action, or monetary result

73.7% 65.0% 76.6%
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SUMMARY OF AUDIT ACTIVITIES 
OCTOBER 2007 – MARCH 2008

Reports Issued  30
Audits Performed by OIG 22
Evaluations Performed by OIG 0
Audits Performed Under the Single Audit Act 0
Audits Performed by Others 8

Management Decisions Made
Number of Reports 22
Number of Recommendations 180

Total Dollar Impact (Millions) of Management-Decided Reports $363 .8
Questioned/Unsupported Costs $30.6ab

Recommended for Recovery $30.6
Not Recommended for Recovery $0
Funds To Be Put to Better Use $333.2

aThese were the amounts the auditees agreed to at the time of management decision.
bThe recoveries realized could change as the auditees implement the agreed-upon corrective action plan and seek recovery of amounts recorded as debts 
due the Department.

SUMMARY OF INVESTIGATIVE ACTIVITIES 
OCTOBER 2007 – MARCH 2008

Reports Issued  146

Cases Opened 161
Cases Closed 137
Cases Referred for Prosecution 150

Impact of Investigations
Indictments 125
Convictions 374a

Searches 28
Arrests 182

Total Dollar Impact (Millions) $34 .7
Recoveries/Collections $6.8b

Restitutions $18.9c

Fines $ 0.9d

Claims Established $ 7.6e

Cost Avoidance $ 0.4f

Administrative Penalties $ 0.1g

Administrative Sanctions 54
Employees 15
Businesses/Persons 39
aIncludes convictions and pretrial diversions. Also, the period of time to obtain court action on an indictment varies widely;
 therefore, the 374 convictions do not necessarily relate to the 125 indictments.
bIncludes money received by USDA or other Government agencies as a result of OIG investigations.
cRestitutions are court-ordered repayments of money lost through a crime or program abuse.
dFines are court-ordered penalties.
eClaims established are agency demands for repayment of USDA benefits.
fConsists of loans or benefits not granted as the result of an OIG investigation.
gIncludes monetary fines or penalties authorized by law and imposed through an administrative process as a result of OIG findings.



    USDA OIG SEMIANNUAL REPORT TO CONGRESS FY 2008 1st Half      27

Impact of the OIG

INVENTORY OF AUDIT REPORTS
WITH RECOMMENDATIONS THAT FUNDS BE PUT TO BETTER USE 

FROM OCTOBER 1, 2007, THROUGH MARCH 31, 2008

NUMBER DOLLAR VALUE

A.
FOR WHICH NO MANAGEMENT DECISION HAD 
BEEN MADE BY OCTOBER 1, 2007

6 $311,319,480

B.
WHICH WERE ISSUED DURING THE REPORTING 
PERIOD 

1 $25,000,000

TOTALS 7 $336,319,480

C.
FOR WHICH A MANAGEMENT DECISION WAS 
MADE DURING THE REPORTING PERIOD

3

(1) DOLLAR VALUE OF DISALLOWED COSTS $333,203,479
(2) DOLLAR VALUE OF COSTS NOT DISALLOWED $0

D.
FOR WHICH NO MANAGEMENT DECISION HAS 
BEEN MADE BY THE END OF THE REPORTING 
PERIOD

4 $3,116,001

REPORTS FOR WHICH NO MANAGEMENT 
DECISION WAS MADE WITHIN 6 MONTHS OF 
ISSUANCE

4 $3,116,001

INVENTORY OF AUDIT REPORTS
WITH QUESTIONED COSTS AND LOANS 

FROM OCTOBER 1, 2007, THROUGH MARCH 31, 2008

DOLLAR VALLUE

NUMBER
QUESTIONED 
COSTS AND 

LOANS

UNSUPPORTEDa

COSTS AND 
LOANS

A.
FOR WHICH NO MANAGEMENT DECISION HAD 
BEEN MADE BY OCTOBER 1, 2007

13 $43,249,467 $58,659

B.
WHICH WERE ISSUED DURING THIS REPORTING 
PERIOD 

2 $795,655 $545,230

TOTALS 15 $44,045,122 $603,889

C.
FOR WHICH A MANAGEMENT DECISION WAS 
MADE DURING THIS REPORTING PERIOD

8

(1) DOLLAR VALUE OF DISALLOWED COSTS
RECOMMENDED FOR RECOVERY $30,572,705 $34,770
NOT RECOMMENDED FOR RECOVERY $39,422 $0
(2) DOLLAR VALUE OF COSTS NOT DISALLOWED $12,157,743 $0

D.
FOR WHICH NO MANAGEMENT DECISION HAS 
BEEN MADE BY THE END OF THIS REPORTING 
PERIOD

7 $2,987,251 $569,119

REPORTS FOR WHICH NO MANAGEMENT 
DECISION WAS MADE WITHIN 6 MONTHS OF 
ISSUANCE

5 $2,191,596 $23,889

aUnsupported values are included in questioned values.
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Program Improvement Recommendations

A significant number of our audit recommendations carry no 
monetary value per se, but their impact can be immeasurable 
in terms of safety, security, and public health. They can also 
contribute considerably toward economy, efficiency, and 
effectiveness in USDA’s programs and operations. During 
this reporting period, we issued 159 program improvement 
recommendations, and management agreed to implement 
a total of 143 program improvement recommendations that 
were issued this period or earlier. Examples of the program 
improvement recommendations issued this period (see the 
main text of this report for a summary of the audits that 
prompted these program improvement recommendations) 
include the following:

n OIG made 35 recommendations to improve FSIS’ 
management controls, data collection and analyses 
processes, and IT infrastructure. FSIS agreed with all of 
these recommendations and has already begun to take 
responsive action.

n APHIS generally agreed with our recommendations to 
enhance the controls over the importation of live animals 
and responded with plans or actions to strengthen or 
implement additional animal import controls.

n APHIS agreed to develop timeframes to implement its 
ePermits system for importation of animal products, 
incorporating the ability to identify permit applicants who 
require inspections and to track permit activity at the ports 
of entry.

n FS agreed to develop an overall plan to complete 
airworthiness assessments for its firefighting aircraft and to 
require States to assess the airworthiness of aircraft borrowed 
from FS and used on Federal fires.

n NASS has implemented changes in its internal controls to 
improve the data collection and review process for the Dairy 
Products Prices report.

n RUS agreed to develop a formal strategy to maximize the 
effectiveness of renewable energy projects, including the 
development of goals and performance measures as well 
as the use of grant and loan combinations to maximize 
available loan and grant funds.

n FSA agreed to ensure that the guidance for conducting 
improper payment reviews was revised to reflect the revision 
to the improper payment determination for Marketing 
Assistance Loans lien searches, and that controls are 
implemented to confirm that improper payment estimates 
are accurately based on the results of payment reviews.
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SUMMARY OF AUDIT REPORTS RELEASED 
FROM OCTOBER 1, 2007, THROUGH MARCH 31, 2008

DURING THE 6-MONTH PERIOD FROM OCTOBER 1, 2007, THROUGH MARCH 31, 2008,  
THE OFFICE OF INSPECTOR GENERAL ISSUED 30 AUDIT REPORTS, INCLUDING 8 PERFORMED BY OTHERS.

THE FOLLOWING IS A SUMMARY OF THOSE AUDITS BY AGENCY:

AGENCY
AUDITS 

RELEASED

QUESTIONED 
COSTS AND 

LOANS

UNSUPPORTEDa

COSTS AND 
LOANS

FUNDS BE PUT 
TO BETTER USE

AGRICULTURAL RESEARCH SERVICE 1
ANIMAL AND PLANT HEALTH INSPECTION SERVICE 2
COMMODITY CREDIT CORPORATION 1
FARM SERVICE AGENCY 5 $545,230 $545,230 $25,000,000
FOOD AND NUTRITION SERVICE 6 $250,425
FOOD SAFETY AND INSPECTION SERVICE 2
FOREST SERVICE 4
MULTIAGENCY 4
RISK MANAGEMENT AGENCY 2
RURAL DEVELOPMENT 1
RURAL HOUSING SERVICE 1
RURAL UTILITIES SERVICE 1
TOTALS 30 $795,655 $545,230 $25,000,000
TOTAL COMPLETED:

SINGLE AGENCY AUDIT 26
MULTIAGENCY AUDIT 4
SINGLE AGENCY EVALUATION 0
MULTIAGENCY EVALUATION 0

TOTAL RELEASED NATIONWIDE 30
TOTAL COMPLETED UNDER CONTRACTb 8
TOTAL SINGLE AUDIT ISSUEDc 0
 aUnsupported values are included in questioned values
 bIndicates audits performed by others
 cIndicates audits completed as Single Audit
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AUDIT REPORTS RELEASED AND ASSOCIATED MONETARY VALUES 
FROM OCTOBER 1, 2007, THROUGH MARCH 31, 2008

AUDIT NUMBER
RELEASE 

DATE TITLE

QUESTIONED 
COSTS AND 

LOANS

UNSUPPORTEDa

COSTS AND 
LOANS

FUNDS BE 
PUT TO 

BETTER USE

Agricultural Research Service

020170007HQ 2007/11/15

DCAA Audit of International 
Science and Technology Center 
and Science and Technology 
Center of Ukraine’s Internal 
Controls Funded by ARS

Total:  Agricultural Research Service 1

Animal and Plant Health Inspection Service

336010009CH 2007/10/26
Controls Over Permits To 
Import Agricultural Products

337010001HY 2008/01/15
Continued Monitoring of Avian 
Flu Preparations

Total:  Animal and Plant Health Inspection Service 2

Commodity Credit Corporation

064010022FM 2007/11/13
FY 2007 CCC Financial 
Statements

Total:  Commodity Credit Corporation 1

Farm Service Agency

036010013AT 2008/03/10
Hurricane Relief Initiative - Tree 
Indemnity Program $545,230 $545,230

036010016CH 2008/03/27

Identification and Reporting 
of Improper Payments in FSA 
High-Risk Programs

036010025KC 2008/01/18 Bioenergy Program

036010027KC 2008/02/26

FSA’s Hurricane Relief 
Initiatives: Emergency 
Conservation Program

036010048TE 2007/10/18
2005 Hurricane Initiatives: 
Aquaculture Grants to States $25,000,000

Total:  Farm Service Agency 5 $545,230 $545,230 $25,000,000
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AUDIT REPORTS RELEASED AND ASSOCIATED MONETARY VALUES 
FROM OCTOBER 1, 2007, THROUGH MARCH 31, 2008

AUDIT NUMBER
RELEASE 

DATE TITLE

QUESTIONED 
COSTS AND 

LOANS

UNSUPPORTEDa

COSTS AND 
LOANS

FUNDS BE PUT 
TO BETTER 

USE

Food and Nutrition Service 

270170004HQ 2007/11/06

DCAA Audit of Mathematica 
Policy Research, Inc., FY 2005 
Incurred Cost

270170005HQ 2008/01/31
DCAA Audit of ABT Associates, 
Inc., FY 2003 Incurred Cost

270990063AT 2008/03/31
Georgia Summer Food Service 
Program $250,425

274010032HY 2007/11/09
FY 2007 FNS Financial 
Statements

275010002HY 2008/03/31

Application Control Review 
of the Store Tracking and 
Redemption System II

276010016AT 2008/03/31
Food Stamp Employment and 
Training Program

Total:  Food and Nutrition Service 6 $250,425

Food Safety and Inspection Service 

246010004KC 2008/01/29
FSIS Sampling and Testing 
Procedures for E. coli O157:H7

246010007HY 2007/12/04

Issues Impacting Development 
of Risk-Based Inspection at 
Processing Establishments

Total:  Food Safety and Inspection Service 2

Forest Service 

080170013HQ 2007/10/31

DCAA Audit of Air Resource 
Specialist Inc., Accounting 
System

080170014HQ 2007/11/27

DCAA Audit of Kellogg Brown 
and Root Services, Inc., Brown 
and Root Services Operations’ 
FY 2002 Incurred Costs

084010008FM 2007/11/15
FY 2007 Forest Service Financial 
Statements

086010048SF 2008/02/05 FS Air Safety Program
Total:  Forest Service 4
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AUDIT REPORTS RELEASED AND ASSOCIATED MONETARY VALUES 
FROM OCTOBER 1, 2007, THROUGH MARCH 31, 2008

AUDIT NUMBER
RELEASE 

DATE TITLE

QUESTIONED 
COSTS AND 

LOANS

UNSUPPORTEDa

COSTS AND 
LOANS

FUNDS BE PUT 
TO BETTER 

USE

Multi-Agency 

504010062FM 2007/11/15
FY 2007 USDA Financial 
Statements

504010063FM 2007/11/16
FY 2007 Audit of USDA’s 
Closing Package

506010012CH 2008/03/31

USDA’s Controls Over the 
Importation and Movement of 
Live Animals

506010012KC 2007/10/18

Hurricane Relief Initiatives: 
NRCS Emergency Watershed 
Protection Program and Dead 
Animal Debris Disposal Project

Total:  Multi-Agency 4

Risk Management Agency 

050990111KC 2007/10/23

Monitoring the Financial 
Condition of RMA’s Reinsured 
Companies

054010016FM 2007/11/09
 FY 2007 FCIC Financial 
Statements

Total:  Risk Management Agency 2

Rural Development

854010014FM 2007/11/09
FY 2007 Rural Development 
Financial Statements

Total:  Rural Development 1

Rural Housing Service  

040990106SF 2008/03/18
Review of Bond Financing – 
RHS Guaranteed Loan Program

Total:  Rural Housing Service 1

Rural Utilities Service  

096010007TE 2008/03/21

Implementation of Renewable 
Energy Programs in the Rural 
Utilities Service

Total:  Rural Utilities Service 1

GRAND TOTAL 30 $795,655 $545,230 $25,000,000
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AUDITS WITHOUT MANAGEMENT DECISION
The Inspector General Act has a number of reporting requirements, among them tracking audits without management decision. The following audits 
did not have management decisions made within the 6-month limit imposed by Congress. Narratives for new entries follow this table. An asterisk (*) 
indicates that an audit is pending judicial, legal, or investigative proceedings that must be completed before the agency can act to complete management 
decisions.

Agency Date Issued Title of Report

Total Value at 
Issuance 

(in dollars)

Amount With
No Mgmt . 
Decision

(in dollars) 

NEW SINCE LAST REPORTING PERIOD

OAC 2007/05/14
1. Review of USDA Employee Civil Rights Complaints 
(60601-4-Hy) 0 0

CSREES 2007/08/17
2. CSREES – Tribal 1994 Land Grant Institutions 
(13011-3-At) 951,345 951,345

FSA 2007/09/26

3. Tobacco Transition Payment Program – Quota 
Holder Payments and Flue-Cured Tobacco Quotas 
(03601-12-At)

465,703 29,820

Multiagency 2007/08/27
4. Crop Bases on Lands With Conservation Easements 
(50099-11-SF) 1,385,937 1,385,937
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PREVIOUSLY REPORTED BUT NOT YET RESOLVED
These audits are still pending agency action or are under judicial, legal, or investigative proceedings. Details on the recommendations where management 
decisions had not been reached have been reported in previous Semiannual Reports to Congress. Agencies have been informed of actions that must be 
taken to reach management decision, but for various reasons the actions have not been completed. The appropriate Under and Assistant Secretaries have 
been notified of those audits without management decisions.

Agency Date Issued Title of Report

Total Value at 
Issuance 

(in dollars)

Amount With
No Mgmt . 
Decision

(in dollars) 

FAS 2007/02/22
5. Trade Promotion Operations
(07601-1-Hy) 0 0

FSIS 2000/06/21
6. Implementation of the Hazard Analysis and Critical 
Control Point (HACCP) System (24001-3-At) 0 0

2003/09/30
7. Oversight of Production Process and Recall at 
ConAgra Plant (Establishment 969) (24601-2-KC) 0 0

2005/06/24
8. HACCP – Compliance by Very Small Plants 
(24601-5-At) 0 0

Multiagency 2003/09/30
9. Implementation of Agricultural Risk Protection Act 
(50099-12-KC) 0 0

2004/02/23
10. Homeland Security Issues for USDA Grain and 
Commodities Inventory (50099-13-KC) 0 0

2007/02/27
11. IT – Lost or Stolen Items Containing Sensitive 
Information (50501-8-FM) 0 0

2007/03/28
12. Implementation of Trade Title of 2002 Farm Bill 
and President’s Management Agenda (50601-12-At) 0 0

RBS 2002/01/28
13. Lender Servicing of Business and Industry (B&I) 
Guaranteed Loans, Florida (34601-3-At) 1,536,060 1,536,060

2004/09/30
14. Rural Rental Housing Project Costs, Cairo, IL 
(04099-143-Ch)* 164,000 164,000

2007/03/30
15. Controls Over Single-Family Hurricane Relief 
Efforts (04601-15-Ch) 388,842 320,152

RMA 2002/03/15

16. Monitoring of RMA’s Implementation of Manual 14 
Reviews/Quality Control Review System
(05099-14-KC)

0 0

2007/03/26
17. Evaluation of RMA Indemnity Payments for 2004 
Florida Hurricanes (05099-27-At) 415,710 415,710
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AUDITS WITHOUT MANAGEMENT DECISION – 
NARRATIVE FOR NEW ENTRIES

1 . Review of USDA Employee Civil Rights Complaints 
(60601-4-Hy), Issued May 14, 2007

OIG recommended that the Office of Adjudication and Compli-
ance (OAC) implement controls to monitor the processing of em-
ployee complaints and to intervene when timeframes are not met. 
For management decision, OAC needed to establish timeframes 
by which cases are considered to significantly exceed regulatory 
timeframes. OAC proposed that 180 days elapse before a Final 
Agency Decision (FAD) based on the merits will be considered 
as having significantly exceeded regulatory timeframes. However, 
regulations state that an FAD based on merits should be issued 
within 60 days of the beginning of the adjudication period. To 
accept management decision, OAC needs to provide justification 
for its proposal.

2 . CSREES – 1994 Tribal Land Grant Institutions 
(13011-3-At), Issued August 17, 2007

OIG found that CSREES had not closed out 33 grants with 
unliquidated balances totaling $874,986. We recommended that 
CSREES close out the expired grants and return excess funds to 
the U.S. Treasury. CSREES generally agreed and has started the 
process to return the excess funds to the U.S. Treasury, except in 
several cases where it is seeking clarification on an administrative 
requirement. To reach management decision, CSREES needs to 
provide documentation on its corrective actions on all of these 
expired grants.

3 . Tobacco Transition Payment Program – Quota 
Holder Payments and Flue-Cured Tobacco Quotas 
(03601-12-At), Issued September 26, 2007

OIG found that, in 2003, FSA identified a computer software 
error that incorrectly altered flue-cured tobacco quotas in cases 
where an owner transferred quota from one tract to another 
(common ownership transfers). Although FSA corrected the 
software problem, it did not review and correct all common 
ownership transfers made before the software was revised. FSA 
agreed to review and correct quotas and Tobacco Transition 
Payment Program (TTPP) contracts and payments for identified 
common ownership transfers that resulted in incorrectly altered 
flue-cured tobacco quotas. To reach management decision, FSA 
needs to provide the results of its reviews, including copies of the 
bills for collection of any amounts owed to the Government, and 

support that such amounts have been entered as receivables on the 
agency’s accounting records.

4 . Crop Bases on Lands With Conservation 
Easements (50099-11-SF), Issued August 27, 2007

Our followup audit found a continuing problem with NRCS not 
communicating with FSA on easements, causing FSA to make 
improper farm subsidy payments for 36 easements, resulting in 
overpayments of $1.3 million. We issued a management alert in 
September 2005. We have accepted management decision for 
our one recommendation to NRCS that it train staff members 
in California on their responsibilities to notify FSA of recorded 
easements. We recommended that FSA (1) direct its California 
office to remove the crop bases from the 36 easements and 
recover the consequent improper payments, (2) search for similar 
problems nationwide, and (3) take action to prevent these 
problems from recurring. To reach management decision on the 
seven of nine open recommendations, FSA needs to (1) provide 
support that any overpayments have been entered as receivables on 
its accounting records or justification for not pursuing any of the 
monetary amounts, (2) demonstrate its efforts to search for similar 
problems nationwide, and (3) document that it has removed from 
its handbook the reference that cropland enrolled in an EWP 
easement is eligible for farm subsidy payments in the fiscal year 
the easement is filed.
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INDICTMENTS AND CONVICTIONS

From October 1, 2007, through March 31, 2008, OIG completed 
146 investigations. We referred 150 cases to Federal, State, and 
local prosecutors for their decision.

During the reporting period, our investigations led to  
125 indictments and 374 convictions. The period of time to 
obtain court action on an indictment varies widely; therefore, the 
374 convictions do not necessarily relate to the 125 indictments. 
Fines, recoveries/collections, restitutions, claims established, 
cost avoidance, and administrative penalties resulting from our 
investigations totaled about $34.7 million.

The following is a breakdown, by agency, of indictments and 
convictions for the reporting period.

Indictments and Convictions 
October 1, 2007 – March 31, 2008

Agency Indictments Convictions*

AMS 1 0

APHIS 10 271

ARS 1 0

FNS 77 67

FS 2 3

FSA 11 21

FSIS 12 6

NRCS 1 2

RHS 4 3

RMA 6 1

TOTAL 125 374

*This category includes pretrial diversions.
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The OIG Hotline serves as a national receiving point for reports 
from both employees and the general public of suspected 
incidents of fraud, waste, mismanagement, and abuse in USDA 
programs and operations. During this reporting period, the OIG 
Hotline received 718 complaints, which included allegations of 

participant fraud, employee misconduct, and mismanagement, 
as well as opinions about USDA programs. Figure 1 displays 
the volume and type of the complaints we received, and figure 
2 displays the disposition of those complaints.

OFFICE OF INSPECTOR GENERAL HOTLINE

Figure 1 .  Volume and Type

Bribery (2)

Opinion/Information (38)

Waste/Management (142)

Employee Misconduct (114)

Health/Safety (27)

Participant Fraud (395)

Figure 2 .  Disposition of Complaints Received

Referred to USDA Agencies for Response (336)

Referred to Other Law
Enforcement Agencies (1)

Filled Without Referral -
Insufficient Information (20)

Referred to State Agency (2)

Referred to OIG Audit or
Investigations for Review (48)

Referred to USDA or Other Agencies
for Information - No Response 
Needed (96)

Referred to FNS for Tracking (215)
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FREEDOM OF INFORMATION ACT (FOIA) AND PRIVACY ACT (PA) REQUESTS  
October 1, 2007 – March 31, 2008

Number of FOIA/PA Requests Received 74

Number of FOIA/PA Requests Processed 70

Number Granted 6

Number Partially Granted 39

Number Not Granted 25

Reasons for Denial

No Records Available 13

Referred to Other Agencies 1

Requests Denied in Full Exemption 5 1

Requests Denied in Full Exemption 7(A) 5

Requests Denied in Full Exemption 7(C) 2

Request Withdrawn 1

Fee-Related 1

Not a Proper FOIA Request 0

Not an Agency Record 0

Duplicate Request 0

Other 1

Requests for OIG Reports From Congress and Other Government Agencies

Received 20

Processed 20

Appeals Received 2

Appeals Processed 3

Appeals Completely Upheld 2

Appeals Partially Upheld 1

Appeals Completely Reversed 0

Appeals Requests Withdrawn 0

Other 0

Number of OIG Reports/Documents Released in Response to Requests 33

NOTE 1: A request may involve more than one report.
NOTE 2: During this 6-month period, 28 audit reports and 3 inspections and research reports were posted to the Internet at the OIG Web site:  
 http://www.usda.gov/oig
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Abbreviations

Abbreviations of Organizations
AMS Agricultural Marketing Service

APHIS Animal and Plant Health Inspection Service
ARS Agricultural Research Service

BRSB Benefit Redemption Systems Branch
CBP U.S. Customs and Border Protection
CCC Commodity Credit Corporation

CSREES Cooperative State Research, Education, and Extension Service
DCAA Defense Contract Audit Agency
DHS U.S. Department of Homeland Security
DOJ U.S. Department of Justice
FAA Federal Aviation Administration
FAS Foreign Agricultural Service
FBI Federal Bureau of Investigation

FCIC Federal Crop Insurance Corporation
FDA Food and Drug Administration
FNS Food and Nutrition Service
FS Forest Service

FSA Farm Service Agency
FSAN Financial Statement Audit Network

FSIS Food Safety and Inspection Service
GAO Government Accountability Office

GIPSA Grain Inspection, Packers and Stockyards Administration
HARCFL Heart of America Regional Computer Forensic Lab

HSC Homeland Security Council
HSGAC Homeland Security and Governmental Affairs Committee

IRS Internal Revenue Service
JTTF Joint Terrorism Task Force
NASS National Agricultural Statistics Service

NJTTF National Joint Terrorism Task Force
NCFD National Computer Forensic Division
NFC National Finance Center

NRCS Natural Resources Conservation Service
OAC Office of Adjudication and Compliance

OCFO Office of the Chief Financial Officer
OCIO Office of the Chief Information Officer
OGC Office of the General Counsel
OIG Office of Inspector General
OMB Office of Management and Budget

OOCIC Ohio Organized Crime Investigations Commission
PCIE President’s Council on Integrity and Efficiency
RBS Rural Business-Cooperative Service
RD Rural Development

RHS Rural Housing Service
RMA Risk Management Agency
RTB Rural Telephone Bank
RUS Rural Utilities Service

SWCD Soil and Water Conservation District (Allen County, Indiana)
USDA U.S. Department of Agriculture





EXAMPLES OF PROGRAM IMPROVEMENT RECOMMENDATIONS MANAGEMENT AGREED TO DURING THIS REPORTING 
PERIOD (143 TOTAL)

n OIG made 35 recommendations to improve FSIS’ management controls, data collection and analyses processes, and IT infrastructure. 
FSIS agreed with all of these recommendations and has already begun to take responsive action.

n APHIS generally agreed with our recommendations to enhance the controls over the importation of live animals and responded with 
plans or actions to strengthen or implement additional animal import controls.

n APHIS agreed to develop timeframes to implement its ePermits system for importation of animal products, incorporating the ability 
to identify permit applicants who require inspections and to track permit activity at the ports of entry.

n FS agreed to develop an overall plan to complete airworthiness assessments for its firefighting aircraft and to require States to assess the 
airworthiness of aircraft borrowed from FS and used on Federal fires.

n NASS has implemented changes in its internal controls to improve the data collection and review process for the Dairy Products Prices 
report.

n RUS agreed to develop a formal strategy to maximize the effectiveness of renewable energy projects, including the development of 
goals and performance measures as well as the use of grant and loan combinations to maximize available loan and grant funds.

n FSA agreed to ensure that the guidance for conducting improper payment reviews was revised to reflect the revision to the improper 
payment determination for Marketing Assistance Loans lien searches, and that controls are implemented to confirm that improper 
payment estimates are accurately based on the results of payment reviews.

MISSION OF OIG

OIG assists USDA by promoting effectiveness and integrity in the hundreds of programs of the Department. These programs 
encompass a broad spectrum, involving such areas as consumer protection, nutrition, animal and plant health, agricultural production, 
agricultural product inspection and marketing, rural development, research, conservation, and forestry. They affect our citizens, our 
communities, and our economy.

OIG STRATEGIC GOALS

We have focused nearly all of our audit, inspection, and investigative direct resources on our four goals:

n  Strengthen USDA’s ability to implement safety and security measures to protect the public health as well as agricultural and 
Departmental resources.

n Reduce program vulnerabilities and strengthen program integrity in the delivery of benefits to program participants.

n  Support USDA in implementing its management improvement initiatives.

n Increase the efficiency and effectiveness with which USDA manages and exercises stewardship over natural resources.



Semiannual  
Report to Congress

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, age, disability, and 
where applicable, sex, marital status, familial status, parental status, religion, sexual orientation, genetic information, political beliefs, reprisal, or because all or 
part of an individual’s income is derived from any public assistance program.  (Not all prohibited bases apply to all programs.)  Persons with disabilities who require 
alternative means for communication of program information (Braille, large print, audiotape, etc.) should contact USDA’s TARGET Center at 202.720.2600 (voice  
and TDD). To file a complaint of discrimination, write to USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S.W., Washington, D.C. 20250–9410, or call 
800.795.3272 (voice) or 202.720.6382 (TDD).  USDA is an equal opportunity provider and employer.  

To learn more about OIG, visit our Web site at 
www.usda.gov/oig/home.htm

How To Report Suspected Wrongdoing in USDA Programs

Fraud, Waste and Abuse
In Washington, DC  202.690.1622

Outside DC 800.424.9121
TDD (Call Collect) 202.690-1202

Bribes or Gratuities
202.720.7257 (24 hours)
888.620.4185 (24 hours)

OIG Hotline Through the Web:
www.usda.gov/oig/hotline.htm



Control Number: 5417007

USDA -
United States Department of Agrlcultur• 

The Honorable Nancy Pelosi 

Office of the Secretary 
Washington, D.C. 20250 

MAY 2 8 2008 

Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Madam Speaker: 

In accordance with the requirements of the Inspector General Act of 1978 
(Public Law 95-452), I am transmitting the Office oflnspector General's 
Semiannual Report to Congress covering the 6-month period that ended 
March 31, 2008. 

This report reflects the work of the Office of Inspector General to promote 
efficiency and effectiveness and to prevent and detect fraud and mismanagement 
in the Department of Agriculture's operations. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



USDA -
United State• Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

MAY 2 8 2008 

The Honorable Richard B. Cheney 
President of the Senate 
Washington, D.C. 20502 

Dear Mr. President: 

In accordance with the requirements of the Inspector General Act of 1978 
(Public Law 95-452), I am transmitting the Office oflnspector General's 
Semiannual Report to Congress covering the 6-month period that ended 
March 31, 2008. 

This report reflects the work of the Office of Inspector General to promote 
efficiency and effectiveness and to prevent and detect fraud and mismanagement 
in the Department of Agriculture's operations. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity ~toyer 



Control Number: 5432042

USDA -
United States Department of Agriculture 

The Honorable Rosa DeLauro 

Office of the Secretary 
Washington, D.C. 20250 

JUL 0 7 200~ 

Chainvoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chainvoman: 

The Joint Explanatory Statement accompanying the Fiscal Year 2008 Consolidated 
Appropriations Act directed the Animal and Plant Health Inspection Service (APHIS) to provide 
$333,900 for a cooperative agreement with the Lake Gaston Weed Control Council (LGWCC) 
and $37,100 for the cooperative agreement with the Tri-Country (Smith Mountain) Lake 
Administrative Commission for hydrilla control efforts. In addition, a report on the status of 
these activities was requested. The report is enclosed. 

For many years, APHIS has been working with Lake Gaston stakeholders and the 
LGWCC to develop and implement a management plan to address the factors that allowed the 
formation and spread of hydrilla. The goal of this effort is to reduce hydrilla populations at Lake 
Gaston and Smith Mountain Lake to manageable levels through an effective and environmentally 
responsible combination of biocontrol agents, herbicides, and revegetation strategies. According 
to APHIS, eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

This year's hydrilla program in Lake Gaston and Smith Mountain Lake will not yield 
results until late summer. Therefore, we would like to update you on the situation as of today, 
and then, following completion of our collaborative efforts this summer, with a report discussing 
the results of this year's activities. 

An Equal Opportunity Employer 



The Honorable Rosa DeLauro 
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We appreciate your interest in the program, and would be pleased to provide you and 
your staff with any additional information and briefings you may require. Similar letters are 
being sent to Congressman Kingston and Senators Kohl and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

The Honorable Robert F. Bennett 

Office of lhe Secretary 
Washington, D.C. 20250 

JUL 0 7 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, DC 20510-6026 

Dear Senator Bennett: 

The Joint Explanatory Statement accompanying the Fiscal Year 2008 Consolidated 
Appropriations Act directed the Animal and Plant Health Inspection Service (APHIS) to provide 
$333,900 for a cooperative agreement with the Lake Gaston Weed Control Council (LGWCC) 
and $37,100 for the cooperative agreement with the Tri-Country (Smith Mountain) Lake 
Administrative Commission for hydrilla control efforts. In addition, a report on the status of 
these activities was requested. The report is enclosed. 

For many years, APHIS has been working with Lake Gaston stakeholders and the 
LGWCC to develop and implement a management plan to address the factors that allowed the 
formation and spread of hydrilla. The goal of this effort is to reduce hydrilla populations at Lake 
Gaston and Smith Mountain Lake to manageable levels through an effective and environmentally 
responsible combination of biocontrol agents, herbicides, and revegetation strategies. According 
to AP HIS, eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

This year's hydrilla program in Lake Gaston and Smith Mountain Lake will not yield 
results until late summer. Therefore, we would like to update you on the situation as of today, 
and then, following completion of our collaborative efforts this summer, with a report discussing 
the results of this year's activities. 

An Equal Opportunity Employer 
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We appreciate your interest in the program, and would be pleased to provide you and 
your staff with any additional information and briefings you may require. Similar letters are 
being sent to Senator Kohl, Congresswoman DeLauro, and Congressman Kingston. 

Sincerely, 

Secretary 

Enclosure 



USDA -
United States Department of Agriculture 

The Honorable Herbert Kohl 

Office of the Secretary 
Washington, D.C. 20250 

JUL O 7 2008 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20515-6016 

Dear Mr. Chairman: 

The Joint Explanatory Statement accompanying the Fiscal Year 2008 Consolidated 
Appropriations Act directed the Animal and Plant Health Inspection Service (APHIS) to provide 
$333,900 for a cooperative agreement with the Lake Gaston Weed Control Council (LGWCC) 
and $37,100 for the cooperative agreement with the Tri-Country (Smith Mountain) Lake 
Administrative Commission for hydrilla control efforts. In addition, a report on the status of 
these activities was requested. The report is enclosed. 

For many years, APHIS has been working with Lake Gaston stakeholders and the 
LGWCC to develop and implement a management plan to address the factors that allowed the 
formation and spread of hydrilla. The goal of this effort is to reduce hydrilla populations at Lake 
Gaston and Smith Mountain Lake to manageable levels through an effective and environmentally 
responsible combination of biocontrol agents, herbicides, and revegetation strategies. According 
to APHIS, eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

This year's hydrilla program in Lake Gaston and Smith Mountain Lake will not yield 
results until late summer. Therefore, we would like to update you on the situation as of today, 
and then, following completion of our collaborative efforts this summer, with a report discussing 
the results of this year's activities. 

An Equal Opportunity Employer 
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We appreciate your interest in the program, and would be pleased to provide you and 
your staff with any additional information and briefings you may require. Similar letters are 
being sent to Senator Bennett, Congresswoman DeLauro, and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable Jack Kingston 

USDA -
United States Department of Agriculture 

Office of lhe Secretary 
Washington, D.C. 20250 

JUL O 7 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-1001 

Dear Congressman Kingston: 

The Joint Explanatory Statement accompanying the Fiscal Year 2008 Consolidated 
Appropriations Act directed the Animal and Plant Health Inspection Service (APHIS) to provide 
$333,900 for a cooperative agreement with the Lake Gaston Weed Control Council (LGWCC) 
and $3 7, I 00 for the cooperative agreement with the Tri-Country (Smith Mountain) Lake 
Administrative Commission for hydrilla control efforts. In addition, a report on the status of 
these activities was requested. The report is enclosed. 

For many years, APHIS has been working with Lake Gaston stakeholders and the 
LGWCC to develop and implement a management plan to address the factors that allowed the 
formation and spread of hydrilla. The goal of this effort is to reduce hydrilla populations at Lake 
Gaston and Smith Mountain Lake to manageable levels through an effective and environmentally 
responsible combination ofbiocontrol agents, herbicides, and revegetation strategies. According 
to AP HIS, eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

This year's hydrilla program in Lake Gaston and Smith Mountain Lake will not yield 
results until late summer. Therefore, we would like to update you on the situation as of today, 
and then, following completion of our collaborative efforts this summer, with a report discussing 
the results of this year's activities. 

An Equal Opportunity Employer 
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We appreciate your interest in the program, and would be pleased to provide you and 
your staff with any additional information and briefings you may require. Similar letters are 
being sent to Congresswoman DeLauro, and Senators Kohl and Bennett. 

Sincerely, 

Secretary 

Enclosure 



Background 

Department of Agriculture 
Animal and Plant Health Inspection Service 

Report on Hydrilla in Lake Gaston 
May2008 

For many years, the Animal and Plant Health Inspection Service (APHIS) has been working with 
Lake Gaston stakeholders and the Lake Gaston Weed Control Council (LGWCC) to develop and 
implement an integrated vegetation management plan to address the factors that allowed the 
formation and spread of the lake's invasive plant infestations. The Lake Gaston Stakeholders 
Board includes the North Carolina Wildlife Resources Commission, North Carolina Division of 
Environmental Health, North Carolina Division of Water Resources, North Carolina State 
University, Virginia Department of Game and Inland Fisheries, U.S. Army Corps of Engineers, 
Dominion Power (which owns the lake), and the Lake Gaston Homeowners Association. 
APHIS' work with these groups has included extensive discussions, presentations, and reports on 
various weed control strategies. APHIS, the Stakeholders Board, and the Weed Council 
maintain regular contact to share information. The goal of this effort is to reduce hydrilla 
populations at Lake Gaston and Smith Mountain Lake to manageable levels through an effective 
and environmentally responsible combination of biocontrol agents, herbicides, and revegetation 
strategies. Eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

Program Status 

Most of this program's efforts in recent years have been aimed at providing accurate and timely 
vegetation surveys, and developing strategies to enhance the hydrilla management technologies 
now in use. One such strategy involves studying monoecious hydrilla, the biotype ofhydrilla 
found at Lake Gaston, to learn how to predict the plant's response to our current management 
efforts. For the most part, herbicide trials have been successful at controlling hydrilla. However, 
we remain concerned about the effect of these herbicides on non-target species, the cost of these 
herbicides, and the possibility that hydrilla may develop a resistance. Therefore, the program 
c9ntinues to pursue alternate herbicides, as well as biocontrol options, and revegetation efforts. 
In biocontrol trials, we plan to continue releasing hydrilla flies on Lake Gaston in hopes that they 
will become established in the lake and consume the hydrilla leaves. Although the fly releases in 
2007 did not result in much leaf damage or adult flies observed, this effort may yet succeed since 
a similar project in the 1990's continued for five years before the flies became established. Since 
1995, grass carp have been stocked periodically in Lake Gaston. These fish can provide 
excellent control in certain situations, but are not specific to hydrilla and are inappropriate for 
most rivers and natural lakes where submerged native vegetation is a valuable component of the 



ecosystem. As a result, the program is re-evaluating its use of grass carp, given the absence of 
strong evidence that this control method would be effective in this situation. 

Part of this program's approach to ecosystem management in Lake Gaston includes the 
introduction of native aquatic plants to replace nuisance species that have been removed. 
Therefore, the program is evaluating several native aquatic plant species as candidates for 
establishment in the lake, as well as techniques to enhance our establishment efforts. Most of 
these species appear to be suitable for large-scale restoration efforts, with the strongest 
candidates being Illinois pondweed, American pondweed, coontail, northern and southern wild 
celery, and fragrant water lily. Once we determine which species would be most effective at 
managing hydrilla, we can mass produce them at a modified greenhouse at the Caledonia Prison 
Farm in Halifax County, North Carolina, to have them available for our restoration efforts. 

Implementing the Lake Gaston Aquatic Vegetation Management Plan beginning in 2006 has 
clearly improved hydrilla management at Lake Gaston. Although complete eradication is not 
likely, this comprehensive, integrated plan will enable us to maintain hydrilla populations at low 
levels and prevent it from becoming a nuisance to local residents. Our survey work thus far has 
enabled us to document a decrease in hydrilla populations at Lake Gaston as of fall 2007. 

In January 2008, shortly after the passage of the FY 2008 Omnibus Appropriations Act, APHIS 
contacted the Lake Gaston Weed Board and the Smith Mountain Lake (SML) Administrative 
Commission to determine how best to use the funds provided for FY 2008. Although these 
entities have not yet determined how to use all of these funds, one activity that they will pursue 
is a "whole-lake" survey in Lake Gaston and a survey at SML. These surveys are necessary 
based on hydrilla detections in each lake in 2007, as they provide data to both target and 
determine the successes of our efforts. 



Control Number: 5445772

USDA -
United States Department of Agriculture 

The Honorable Rosa DeLauro 
Chairwoman 

Office of the Secretary 
Washington, D.C. 20250 

NOV 1 3 2008 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

This letter is in response to the request contained in Senate Report 110-134, 
p. 109, accompanying the Agriculture Appropriations bill for fiscal year 2008. The 
Department of Agriculture (USDA) is enclosing a report on the Water and Waste 
Program (WWD), specifically on resources provided and needs of Native Americans, 
including Alaskan Natives and the Colonias populations. 

Through the WWD Program, rural communities obtain the technical assistance 
and financing necessary to develop drinking water and waste disposal systems. Safe 
drinking water and sanitary waste disposal systems are vital not only to public health, but 
also to the economic vitality of rural America. 

The Utilities programs are a key part of USDA Rural Development's mission to 
support increasing economic opportunity and improve the quality of life of rural 
residents. Rural Development provides investment and technical assistance to finance 
and foster growth in homeownership, business development, and critical community and 
technology infrastructure. Further information on rural programs is available at any local 
USDA Rural Development office or by visiting USDA's Web site. 

An identical letter is being sent to Congressman Kingston and Senators Kohl and 
Bennett. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

The Honorable Robert Bennett 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

NOV 1 3 ZOOS 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-4403 

Dear Senator Bennett: 

This letter is in response to the request contained in Senate Report 110-134, 
p. 109, accompanying the Agriculture Appropriations bill for fiscal year 2008. The 
Department of Agriculture (USDA) is enclosing a report on the Water and Waste 
Program (WWD), specifically on resources provided and needs of Native Americans, 
including Alaskan Natives and the Colonias populations. 

Through the WWD Program, rural communities obtain the technical assistance 
and financing necessary to develop drinking water and waste disposal systems. Safe 
drinking water and sanitary waste disposal systems are vital not only to public health, but 
also to the economic vitality of rural America. 

The Utilities programs are a key part of USDA Rural Development's mission to 
support increasing economic opportunity and improve the quality of life of rural 
residents. Rural Development provides investment and technical assistance to finance 
and foster growth in homeownership, business development, and critical community and 
technology infrastructure. Further information on rural programs is available at any local 
USDA Rural Development office or by visiting USDA's Web site. 

An identical letter is being sent to Senator Kohl, Congresswoman DeLauro, and 
Congressman Kingston. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

The Honorable Jack Kingston 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

NOV 1 3 ZOOS 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

This letter is in response to the request contained in Senate Report 110-134, 
p. I 09, accompanying the Agriculture Appropriations bill for fiscal year 2008. The 
Department of Agriculture (USDA) is enclosing a report on the Water and Waste 
Program (WWD), specifically on resources provided and needs of Native Americans, 
including Alaskan Natives and the Colonias populations. 

Through the WWD Program, rural communities obtain the technical assistance 
and financing necessary to develop drinking water and waste disposal systems. Safe 
drinking water and sanitary waste disposal systems are vital not only to public health, but 
also to the economic vitality of rural America. 

The Utilities programs are a key part of USDA Rural Development's mission to 
support increasing economic opportunity and improve the quality of life of rural 
residents. Rural Development provides investment and technical assistance to finance 
and foster growth in homeownership, business development, and critical community and 
technology infrastructure. Further information on rural programs is available at any local 
USDA Rural Development office or by visiting USDA's Web site. 

An identical letter is being sent to Congresswoman DeLauro and Senators Kohl 
and Bennett. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity E111>loyer 



USDA -
United States Department of Agriculture 

The Honorable Herbert Kohl 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

NOV 1 3 2008 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

This letter is in response to the request contained in Senate Report 110-134, 
p. 109, accompanying the Agriculture Appropriations bill for fiscal year 2008. The 
Department of Agriculture (USDA) is enclosing a report on the Water and Waste 
Program (WWD), specifically on resources provided and needs of Native Americans, 
including Alaskan Natives and the Colonias populations. 

Through the WWD Program, rural communities obtain the technical assistance 
and financing necessary to develop drinking water and waste disposal systems. Safe 
drinking water and sanitary waste disposal systems are vital not only to public health, but 
also to the economic vitality of rural America. 

The Utilities programs are a key part of USDA Rural Development's mission to 
support increasing economic opportunity and improve the quality of life of rural 
residents. Rural Development provides investment and technical assistance to finance 
and foster growth in homeownership, business development, and critical community and 
technology infrastructure. Further information on rural programs is available at any local 
USDA Rural Development office or by visiting USDA's Web site. 

An identical letter is being sent to Senator Bennett, Congresswoman DeLauro, 
and Congressman Kingston. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity E"llloyer 



Report on Water and Waste Programs- Resources Provided and Needs 
of the Native Americans, Including Alaskan Natives and the Colonias Populations 

The Water and Waste Disposal (WWD) Program is administered through a National 
office staff in Washington, DC, and a network of field staff. The network of 4 7 Rural 
Development State offices, supported by area and local offices, delivers the WWD 
Program in the states and U.S. territories. The WWD Program staff works closely with 
program participants, their project engineers, and State regulatory agencies to ensure that 
projects are reasonable, affordable, and based on commonly accepted engineering 
practices. They also help communities explore project funding options and technical 
assistance through the WWD Program. 

Eligible applicants are public entities, such as municipalities, counties, special-purpose 
districts, Indian tribes, and corporations operated on a not-for-profit basis. Eligible 
projects are to develop drinking water and waste disposal systems, including solid waste 
disposal, and storm drainage. The most common uses are to restore deteriorating water 
supplies or to improve, enlarge, or modify inadequate water or waste facilities. Funds are 
directed to rural areas and cities and towns with a population of 10,000 or less. 
Applicants must be unable to obtain sufficient credit from commercial sources at 
reasonable rates and terms. 

Grants are made in combination with direct loans or with funding from other sources. 
Grants may be up to 75 percent of eligible project costs but are limited to the amount 
necessary to enable the residents to be charged reasonable user rates. In addition, the 
median household income (MHI) of the service area must be below the State non
metropolitan median household income (SNMHI) level to receive any grant, and 
generally below the National poverty level or 80 percent of the SNMHI figure to be 
eligible for the maximum grant level. The project must also alleviate a health, sanitary or 
security issue to qualify for 75 percent grant; otherwise it is limited to 45 percent of the 
eligible project cost. 

In recent years, Congressional setasides have been provided to assist three groups of rural 
Americans who have great needs in improving their access to clean water. They are 
Native Americans, Colonias, and Alaskan Natives. These setasides total about $65 
million per year as indicated in Table 1, "Resources Provided." 

The Native American and Colonias setasides are administered under 7 CFR 1777. The 
Native American program is designed to provide grant funding for water and waste 
disposal facilities and services to low income tribal communities. An eligible applicant 
must provide service to a Native American population with a per capita income below 
$15,110 and an unemployment rate exceeding 5.5 percent. There are 335 federally
recognized tribes in 33 of the lower 48 States. The Native American funding is 
commonly combined with regular WWD funding which allows our investment in Native 
American projects to exceed the earmark funds. Tables 2, 3, and 4, "Native American 
Investments," provide a list by State of obligations of regular WWD funding for fiscal 
years 2006, 2007, and 2008, respectively. Table 5, "Native American Application and 
Pre-Application Backlog," provides a list by State of the current backlog in funding 
requests. Priority for funding Native American and Colonia setasides is given to 



applications that serve populations below 5,500, have a MHI that is below 60 percent of 
the SNMHI, and has other financing for at least 5 percent of the project cost. 

The Colonias program is designed to provide grant funding to areas designated in writing 
by the State or county where they are located, to be a Colonia. Colonias generally have 
issues such as lack of a potable water supply; lack of adequate sewage systems; lack of 
decent, safe and sanitary housing; inadequate roads and drainage and were recognized as 
Colonias before October 1, 1989. Colonias are found in Arizona, California, New 
Mexico, and Texas and are generally within 150 miles of the United States and Mexico 
border. The Colonia funding is commonly combined with regular WWD funding which 
allows our investment in Colonia projects to exceed the earmark funds. Tables 6, 7, and 
8, "Colonia Investments," provide a list of obligations for fiscal years 2006, 2007, and 
2008 in the four States. Table 9, "Colonia Application and Pre-Application Backlog," 
provides a list by State of current backlog in funding requests. 

The Alaskan Native funding is administered under 7 CFR 1780, 1780.49. The program is 
designed to provide 75 percent grant funding to rural Alaskan villages that are trying to 
remove a dire sanitation condition. Applicants must be a rural or Alaskan Native village, 
have an MHI not exceeding 110 percent of the SNMHI and must obtain 25 percent of the 
project costs from State or local contributions. The program is coordinated with the State 
of Alaska and Federal partners including Village Safe Water, Indian Health Services, 
Alaska Native Tribal Health Consortium, the U.S. Environmental Protection Agency and 
Rural Utilities Business Advisors (the Group). The State of Alaska provides the 25 
percent matching funds. 

A major change in delivery of the program has occurred in the past 3 years. Prior to 
2006, funds for planning and construction were awarded in a lump sum to the State of 
Alaska. Since 2006, funding has been segregated into Pre-Planning and Development 
grants (PPG) and Construction grants. The PPG result in a more accurate estimate of 
potential construction costs and better indications of whether or not the system will be 
sustainable. Construction grants are not awarded until the PPG have been completed and 
it is determined we have sufficient funding to complete the construction portion of the 
project. Obligations in Alaskan Native villages in 2006, 2007, and 2008 are $747,380, 
$7,643,669, and $6, 179,658, respectively. The Group working together in Alaska has 
identified needs for water and wastewater funding that exceed $639 million for 362 
projects. 

The relative costs of program delivery vary greatly from Alaska to the Colonias and the 
Native American areas. The Alaskan Native, Colonia, and Native American areas are 
generally very different in geography, climate, availability of contractors, and 
construction season, all which play a role in costs. The Colonias are somewhat consistent 
throughout the four States in that they are border areas in the southwestern United States. 
A sampling of projects obligated in fiscal year 2008 shows that a new water system is 
expected to cost approximately $3,500 per household, whereas a new wastewater system 
is expected to cost approximately $6,300 per household. These estimates are based on 
systems serving an average of 550 homes. Native American projects are more diverse in 
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geography and climate. A sample of projects shows a new water system is estimated to 
cost approximately $6,500 per household whereas a new wastewater system is estimated 
to cost approximately $23,000 per household. These estimates are based upon systems 
serving an average of 660 households. The Alaskan Native villages are the most difficult 
to serve. They are generally very remote, have a limited construction season, a difficult 
climate and geography. New water and wastewater systems can cost as much as $28,000 
to $38,000 per household for each. Providing systems to the most difficult areas can cost 
more than double the normal estimated costs. 

In summary, costs of providing water and wastewater services to Native American, 
Colonias, and Alaskan Native villages can vary greatly from project to project due to site 
conditions and type of project. We can generally say that the Alaskan Native villages' 
systems cost significantly more to construct than any other type project we fund. 
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Table 1, Resources Provided (Appropriation setasides) 
PROGRAM FISCAL YEAR FISCAL YEAR FISCAL YEAR 

2006 2007 2008 
Native Americans $16,335,000 $16,335,000 $16,007,160 
Colonias $24,750,000 $24,750,000 $24,268,920 
Alaskan Natives $24,750,000 $24,750,000 $24,268,920 
TOTAL $65,835,000 $65,835,000 $64,545,000 

T bl 2 N f A a e ' a 1ve men can I t t 2006 (Obi' f ) nves mens Iga JOOS 

STATE LOANS GRANTS NATIVE TOTAL 
AMERICAN 

GRANTS 
Arizona 0 0 $1,000,000 $1,000,000 
California 0 $80,000 $900,000 $980,000 
Idaho $2,000,000 $72,000 $1,000,000 $3,072,000 
Minnesota 0 0 $903,000 $903,000 
Mississippi 0 0 $1,000,000 $1,000,000 
Montana 0 0 $1,000,000 $1,000,000 
Nebraska 0 0 $84,000 $84,000 
New Mexico 0 0 $2,722,198 $2,722,198 
Nevada $2,025,000 $100,000 0 $2,125,000 
North Dakota 0 0 $1,491,000 $1,491,000 
South Dakota 0 0 $155,600 $155,600 
Utah 0 0 $516,800 $516,800 
Washington $1,953,000 0 $1,940,000 $3,893,000 
Wisconsin 0 0 $1,086,000 $1,086,000 
TOTAL $5,978,000 $252,000 $13, 798,598 $20,028,598 
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T bl 3 N f A a e ' a 1ve men can I t t 2007 (Ohl' f ) nves mens U!a mns 
STATE LOANS GRANTS NATIVE TOTAL 

AMERICAN 
GRANTS 

Arizona $310,000 $115,000 0 $425,000 
California 0 0 $1,000,000 $1,000,000 
Idaho $819,000 0 $1,703,700 $2,522,700 
Maine 0 0 $80,000 $80,000 
Michigan 0 0 $1,000,000 $1,000,000 
Minnesota $320,000 0 $325,000 $645,000 
Mississippi 0 0 $1,000,000 $1,000,000 
Nebraska 0 0 $30,000 $30,000 
Nevada $2,918,000 $1,681,000 $224,000 $4,823,000 
New Mexico 0 0 $354,000 $354,000 
New York 0 0 $321,000 $321,000 
North Dakota $1,056,500 0 $1,945,268 $3,001,768 
Oregon 0 $15,000 0 $15,000 
South Dakota $831,000 0 $10,700 $841,700 
Utah 0 0 $328,700 $328,700 
Washington $405,000 $155,200 $1,000,000 $1,560,200 
Wisconsin 0 $1,630,000 $2,000,000 $3,630,000 
TOTAL $6,659,500 $3,596,200 $11,322,368 $21,578,068 

Table 4, Native American Investments 2008 (Oblie:ations) 

STATE LOANS GRANTS NATIVE TOTAL 
AMERICAN 

GRANTS 
Arizona $0 $60,000 $0 $60,000 
California $0 $0 $70,000 $70,000 
Idaho $5,000,000 $1,345,000 $1,000,000 $7,345,000 
Maine $0 $0 $615,000 $615,000 
Minnesota $4,600,000 $0 $0 $4,600,000 
Montana $1,273,000 $2,500,000 $3,000,000 $6,773,000 
Nevada $0 $370,200 $0 $370,200 
New Mexico $0 $0 $8,000,000 $8,000,000 
North Dakota $2,341,000 $25,000 $821,000 $3,187,000 
Oregon $0 $0 $1,000,000 $1,000,000 
South Dakota $4,287,000 $331,000 $2,050,228 $6,668,228 
Washington $0 $0 $144,500 $144,500 
Wisconsin $2,090,000 $1,721,000 $1,000,000 $4,811,000 
TOTAL $19,591,000 $6,352,200 $17,700,728 $43,643,928 
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T bl 5 N t' A a e ' a 1ve mencan A r t' ,pp. 1ca 100 an dP A r re- pp 1cat10n B kl ac 02 
STATE Pre-Applications Applications TOTAL 

Idaho $1,000,000 $0.00 $1,000,000 
Maine $493,000 $1,915,000 $2,408,000 
Minnesota $1,000,000 $1,910,000 $2,910,000 
Nebraska $0.00 $1,137,000 $1, 137,000 
North Dakota $2,072,900 $0.00 $2,072,900 
Oregon $0.00 $1,000,000 $1,000,000 
South Dakota $513,000 $895,000 $1,408,000 
Texas $0.00 $903,738 $903,738 
Washington $0.00 $1,000,000 $1,000,000 
TOTAL $5,078,900 $8,760,738 $13,839,638 

Table 6, Colonia Investments 2006 (Obli2ations) 

STATE LOANS GRANTS COLO NIA TOTAL 
GRANTS 

Arizona $2,783,750 $0 $2,455,870 $5,239,620 
California $1,000,000 $0 $2,878,000 $3,878,000 
New Mexico $457,000 $514,459 $7,963,000 $8,934,459 
Texas $8,949,500 $1,845,000 $10,455, 160 $21,249 ,660 
TOTAL $13,190,250 $2,359,459 $23, 752,030 $39,301,739 

T bl 7 C 1 • I t t 2007 (Ohr t' ) a e ' o oma nves men s 12a JOOS 

STATE LOANS GRANTS COLO NIA TOTAL 
GRANTS 

Arizona 0 0 $1,263,505 $1,263,505 
California 0 0 $2,729,000 $2,729,000 
New Mexico $889,000 0 $8,308,246 $9,197,246 
Texas $10,522,000 0 $11,570,100 $22,092, 100 
TOTAL $11,411,000 $ 0 $23,870,851 $35,281,851 
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T bl 8 C I . I t 2008 (Obi" f ) a e ' o oma nvestmen s ·~ a lOilS 
STATE LOANS GRANTS COLO NIA TOTAL 

GRANTS 
Arizona $929,000 $0 $3,000,571 $3,929,571 
California $0 $0 $2,000,000 $2,000,000 
New Mexico $2,316,000 $0 $8,580,464 $10,896,464 
Texas $7,092,000 $0 $8,155,325 $15,247,325 
TOTAL $10,33 7 ,000 $0 $21,736,360 $32,073,360 

T bl 9 c I . A r f d p A r f B kl a e ' o oma pp ica 100 an re- pp lCa IOU ac 02 

STATE Pre-Applications Applications TOTAL 
Arizona $28,047,560 $0 $28,047,560 
California $1,478,615 $0 $1,478,615 
New Mexico $47,899,762 $0 $47,899,762 
Texas $30, 106,643 $8,993,900 $39, 100,543 
TOTAL $107,532,580 $8,993,900 $116,526,480 
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Control Number: 5446016

USDA -
United States Dei-rtment of Agriculture 

The Honorable Robert F. Bennett 

Office of the Secretary 
Washington, D.C. 20250 

JUN l 8 2008 

Ranking Member, Subcommittee on Agriculture, 
Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Bennett: 

The enclosed report is in response to the Report accompanying the 2008 
Consolidated Appropriations Act, which directs the Department of Agriculture (USDA) 
to provide a report relating specific areas of Food Safety Research to be pursued under 
the agreement of USDA and the Food and Drug Administration. 

A copy of this report will be sent to Chairman Kohl, Chairwoman DeLauro, and 
Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JUN 1 8 2008 

The Honorable Rosa L. DeLauro 
Chairwoman, Subcommittee on Agriculture, 

Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

The enclosed report is in response to the Report accompanying the 2008 
Consolidated Appropriations Act, which directs the Department of Agriculture (USDA) 
to provide a report relating specific areas of Food Safety Research to be pursued under 
the agreement of USDA and the Food and Drug Administration. 

A copy of this report will be sent to Congressman Kingston, and Senators Kohl 
and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity E"llloyer 



USDA -
United States Department of Agriculture 

. 
The Honorable Jack Kingston 

Office of the Secretary 
Washington, D.C. 20250 

JUN 1 S 2008 

Ranking Member, Subcommittee on Agriculture, 
Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-6016 

Dear Congressman Kingston: 

The enclosed report is in response to the Report accompanying the 2008 
Consolidated Appropriations Act, which directs the Department of Agriculture (USDA) 
to provide a report relating specific areas of Food Safety Research to be pursued under 
the agreement of USDA and the Food and Drug Administration. 

A copy of this report will be sent to Congresswoman DeLauro, and Senators Kohl 
and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JUN 1 8 2008 

The Honorable Herbert H. Kohl 
Chairman, Subcommittee on Agriculture, 

Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

The enclosed report is in response to the Report accompanying the 2008 
Consolidated Appropriations Act, which directs the Department of Agriculture (USDA) 
to provide a report relating specific areas of Food Safety Research to be pursued under 
the agreement of USDA and the Food and Drug Administration. 

A copy of this report will be sent to Senator Bennett, Congresswoman DeLauro 
and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



Report on Food Safety Research of Direct Benefit to the FDA through the 
Cooperative State Research, Education, and Extension Service 

In Response to: 

Food Safety Research. Within the amount appropriated to the National Research Initiative 
(NRJ), $3M is for research that will be of direct benefit to the FDA in pursuit of its food 
safety regulatory responsibilities. USDA and FDA are directed to consult on setting the 
priorities for this research and report to the Committees on the specific areas of research to 
be pursued under the agreement of USDA and FDA. 

The Food and Drug Administration (FDA) involvement with the United States Department of 
Agriculture (USDA) Cooperative State Research, Education, and Extension Service 
(CSREES) National Research Initiative (NRI) includes input provided for priority 
development and participation in the review of the competitive proposals submitted. The 
NRI Request for Applications is developed with input from many stakeholders concerned 
with Food Safety. Stakeholders include scientific societies, universities, industry, and 
relevant Federal agencies including FDA. FDA annually provides USDA-CSREES with a 
letter summarizing FDA research needs, which were considered on developing the following 
priorities included in the NRI Fiscal Year 2008 Request for Applications for Food Safety: 

I. Human enteric viruses, Vibrio spp., Salmonella spp., Listeria, or microbial toxins 
associated with seafood: Proposed studies need to address imposition of mitigation measures 
aimed at reducing the incidence of human enteric viruses Vibrio spp., Salmonella spp., and 
microbial toxins in shellfish, finfish, and derived products. Focus on harvesting methods, 
post-harvest storage, or processing technologies should include practical methods to reduce 
pathogen load. 

2. Human enteric viruses, E. coli, Salmonella spp., Listeria, or microbial toxins on fresh 
fruits, nuts, and vegetables: Proposed studies need to address mitigation measures aimed at 
reducing colonization by these pathogens or cross contamination during packaging and 
processing of fresh produce, including fruits, nuts, vegetables, and sprouts, which undergo 
minimal processing post-harvest; multiplication on or within produce; or sensor/detection 
methodologies linked to practical mitigation measures. Studies elucidating the source and 
persistence of pathogens in the environment, as they relate to fresh produce and production 
of toxins, are included. 

3. Salmonella spp. or Campylobacter spp. in poultry and swine: Proposed studies need to 
address the pathogen load of Salmonella spp. or Campylobacter spp. on farm and the 
methods of transmission to poultry and swine; effective mitigation measures during 
processing and distribution; or genetics of strain development for antibiotic resistance as it 
relates to enhanced colonization or pathogen load .and other virulence determinants. 



The Fiscal Year 2008 NRI, Request for Applications was released on September I 0, 2007, 
proposals were due on December 19, 2007, and 99 proposals are eligible for review. The 
peer review panel, consisting of 18 members from 12 universities, three Federal agencies 
(FDA, Environmental Protection Agency (EPA), and Agricultural Research Service (ARS)) 
and a food industry association met the week of April 21, 2008. It is anticipated that award 
recommendations will be made by July 15, 2008, and awards finalized by October 1, 2008. 

As part of an ongoing interagency collaboration, USDA-CSREES and FDA met on 
March 27, 2008, to discuss food safety research priorities as identified by FDA below: 

Center for Food Safety and Applied Nutrition Research needs associated with NRI 
Program Areas (as sent to CSREES on March 14, 2008) 

31.5 Human Nutrition and Obesity and 31.0 Bioactive Food Components for Optimal 
Health: 

Conduct research on the role of technology and innovations on the Dietary Guidelines [for 
details see the National Academy of Sciences report on Dietary Reference Intake (DRI) 
which provides guidance to nutrition and health research professionals on application and 
uses of the DRis in assessing nutrient adequacy of groups and individuals.]: 
http://www.nap.edu/catalog.php?record id=9956 
http://books.nap.edu/html/dietary ref/reportbrief.pdf 

Conduct research on the effects of packaging and storage on the level of Vitamin D in milk. 

Conduct research on identifying the factors that play a role in satiety. 

Develop animal models to assess the safety of biologically active ingredients added to foods 
(e.g., research to evaluate the potential utility of the neonatal guinea pig model in assessing 
the safety of ingredients added to infant formula). 

32.0 Food Safety and Epidemiology; 51.8 Microbial Biology; and 26.0 Water and 
Watersheds: 

There is a need to focus food safety research not only on microbial hazards in seafood but 
also on chemical toxin hazards (e.g., ciguatera, diarrhetic, amnesic, neurotoxic shellfish/fish 
poisons and new ones for the azaspiracids and pectinotoxins) and the use of antibiotic drugs. 

Conduct research to provide the scientific basis proposed detection metrics and current 
interventions metrics to determine if they are effective (e.g., Are indicator organism 
measurements a good metric for improved public health outcomes? If not, what would be a 
better metric?). 

Conduct research on mechanism of contamination of produce (lettuce, tomatoes). 
Conduct research on the development of rational sampling strategies to determine the 
effectiveness of mitigation measures. 
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Leafy Greens Food Safety Research as detailed at the following web site: 
http://www.unitedfresh.org/newsviews/leafy greens food safety research 

Tomato Safety Research Needs Workshop as documented at the following web site: 
http://www.j ifs an. umd.edu/tomato wkp2007 .htm 
http://www.jifsan.umd.edu/Tomato/High Priority Research Needs.pdf 

71.1 Improving Food Quality and Value: 

Allergenicity issues when improving agricultural product - what makes a protein allergenic 
so that it is not transferred to other products. For example, some processing modifies 
proteins to produce desired characteristics like the conversion of soy to tofu and other 
products. However, in some cases these conversions can produce an allergic reaction in 
some consumers. Improved understanding of what makes a protein allergenic is needed to 
improve processing and avoid this problem. 

Processing effects on allergenicity. 

Food irradiation - consumer research on acceptability of irradiated foods as the industry 
moves to the use of electron beam sources as opposed to traditional irradiation sources. 

75.0 Nanoscale Science and Engineering for Agriculture and Food Systems: 

Safety issues associated with use of nanotechnology in dietary supplements and agricultural 
products (food and consumer products). 

Safety issues associated with the use of nanotechnology in food packaging materials. 

USDA-CSREES will work with FDA to prioritize these needs for inclusion into NRJ 
program priorities for the Fiscal Year 2009 Request for Applications and ensure coordination 
with related work at ARS, National Institutes of Health and other agencies. 

As part of grant post award management activities, each NRJ award Project Director is 
required to attend an annual meeting to provide the latest information on their research 
progress. FDA staff will attend this meeting to discuss the implications ofNRI supported 
Food Safety findings. Although the final date has not been established for this it is 
tentatively planned for November, 2008. 
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Control Number: 5447133

USDA -
United States Department of Agriculture 

The Honorable Saxby Chambliss 
Ranking Member 
Committee on Agriculture, Nutrition, 

and Forestry 
United States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Senator Chambliss: 

Office of the Secretary 
Washington, D.C. 20250 

JUL 0 7 2008 

Section 202 of the Specialty Crops Competitiveness Act of 2004 (Public Law 108-465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required 
to report on "(l) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applications 
processed to completion; and (4) the number of backlog applications remaining. " The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that determine how long it takes to complete work on an export petition, including the number, 
gravity, and intricacy of issues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Chairman of the Senate Committee on Agriculture, 
Nutrition and Forestry, and the Chairman and Ranking Member of the House Committee on 
Agriculture. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



The Honorable Bob Goodlatte 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JUL 0 7 2008 

1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Goodlatte: 

Section 202 of the Specialty Crops Competitiveness Act of 2004 (Public Law 108-465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required 
to report on "(l) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applications 
processed to completion; and (4) the number of backlog applications remaining. " The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that determine how long it takes to complete work on an export petition, including the number, 
gravity, and intricacy of issues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Chairman of the House Committee on Agriculture, and 
the Chairman and Ranking Member of the Senate Committee on Agriculture, Nutrition and 
Forestry. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

The Honorable Tom Harkin 

Office of the Secretary 
Washington, D.C. 20250 

JUL O 7 2008 

Chairman, Committee on Agriculture, Nutrition, 
and Forestry 

United States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Section 202 of the Specialty Crops Competitiveness Act of 2004 (Public Law 108-465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required 
to report on "(1) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applications 
processed to completion; and (4) the number of backlog applications remaining. " The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that determine how long it takes to complete work on an export petition, including the number, 
gravity, and intricacy of issues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Ranking Member of the Senate Committee on 
Agriculture, Nutrition and Forestry, and the Chairman and Ranking Member of the House 
Committee on Agriculture. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

The Honorable Collin Peterson 
Chairman, Committee on Agriculture 
U.S. House of Representatives 
1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

.ll IL 0 7 2008 

Section 202 of the Specialty Crops Competitiveness Act of 2004 (Public Law 108-465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required 
to report on "(1) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applications 
processed to completion; and ( 4) the number of backlog applications remaining. " The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that determine how long it takes to complete work on an export petition, including the number, 
gravity, and intricacy of issues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Ranking Member of the House Committee on 
Agriculture, and the Chairman and Ranking Member of the Senate Committee on Agriculture, 
Nutrition and Forestry. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 



Specialty Crops Competitiveness Act of2004, Report to Congress 
June 2008 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness Act of 
2004, the Department of Agriculture (USDA) is transmitting the following information: 

I. The total number of applications processed to completion-234 total export issues were 
resolved in 2007*. This number includes progress on gaining or expanding market 
access, as well as retaining access to markets that were threatened. 

2. The number of backlog applications processed to completion-6 of the export issues 
resolved in 2007 were backlog issues USDA has been working on for more than a year. 

3. The percentage of backlog applications processed to completion-24 percent of backlog 
export issues were resolved in 2007. This number was obtained by dividing the number 
of backlog issues resolved in 2007 (6), by the number of backlog export issues that were 
pending (25). 

4. The number of backlog applications remaining-There are 19 export issues remaining 
that were initiated prior to 2006. 

* This number includes the retention of the Canadian and Mexican markets for all the hosts of 
the Light Brown Apple Moth (these markets are worth an estimated $750 million annually), in 
addition to 19 specific commodities affected by regulatory changes in Thailand (market value 
over $60 million). Total market retention exceeded $886 million in 2007. 
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United States Department of Agriculture 

The Honorable Rosa DeLauro 

Office of the Secretary 
Washington, D.C. 20250 

OCT 7 2008 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

Enclosed is a report responding to the Congressional Directive that appears on 
page 107 of Senate Report 110-34. This directive asks the Department of Agriculture 
(USDA) to provide suggestions on how to revise competitive grant making criteria to 
take into consideration outmigration when making awards to rural empowerment zones. 

USDA is open to discussing any specific grant request where this issue may be 
significant. If the existing rules are flexible, every consideration will be given to 
addressing the circumstances. 

An additional item of note is that USDA is in the process of standardizing the 
regulations for its grant programs. We expect to have a proposed regulation published 
later this year. 

An identical letter is being sent to Congressman Kingston and Senators Kohl and 
Bennett. 

Sincerely, 

Secretary 

Enclosure 

At1 Equal Opportunity Employer 



Potential Approaches to Providing Additional Assistance to Empowerment 
Zones/Enterprise Communities (EZ/ECs) with Outmigration 

Problem: EZ/ECs identified as having outmigration of population as a problem often do not 
have low average income. Consequently, they do not score as well in competitions for limited 
grant dollars where low average income is a factor in making determinations about who will be 
selected. The ramifications of outmigration present unique and complex problems that make 
special accommodations worthy of additional consideration. 

Each grant program is administered based on statutory and regulatory requirements that are not 
consistent across the various programs. Therefore, a one-size-fits-all approach will not work. 
What is proposed below are two possible solutions that would focus on the substance of 
allowing those Zones or Communities with outmigration to not be penalized because they do 
not have low average incomes. 

Implementation would have to be tailored to each program. It should be noted that the length 
of time require to make regulatory or legislative changes may not be able to be made prior to 
the scheduled end of the EZ/EC program in 2009. 

Possible Solutions: 

1. In grant programs with scoring schematics where low average income is awarded 
points, an EZ/EC with outmigration would be awarded an equivalent number of 
points. This would need to be adapted as reasonable for each of the various grant 
programs affected and would need the full participation of those responsible for 
administering the program. In the event the existing point system was statutory, this 
will not work, unless the statute is changed. 

2. Adding outmigration as a criterion for Administrator discretionary points (or 
equivalent). Once again, this only would work if there is already a provision for 
Administrator points and would need to be tailored to each program impacted. This 
would be in addition to the set-asides. 

Some examples of existing approaches include: 

• In Community Facilities, the EZ/EC grant set-asides are funded on a first come, first 
serve basis, but staff also try to balance geographic disbursement. Once the set-aside is 
gone, and it is always used, the staff works to fit them under one program or another 
and makes funding them a priority - but still keeping in mind geographic dispersion and 
fairness to others. When funds are limited the priority points are especially important. 
CF also prefers to fund projects of smaller dollar awards so more projects can be 
funded. 

- 1 -



• In Water and Waste, where outreach is conducted, they try to be equitable to all 
communities and take into consideration if there is backlog for that community or if this 
last bit of funding will finish the project for the community. 

• In the Rural Business Enterprise Grant, Rural Business Opportunity Grant, and 
Intermediary Relending Programs, scoring sheets contain population decline points for 
any community so affected. Scoring includes more points for lower application 
amounts. 

In summary, because all programs are not administered the same manner or by the managers, it 
would be necessary to work with each program to ensure that there is a basic fairness to the 
selection of grantees. 

- 2 -
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United States Department of Agriculture 

The Honorable Jack Kingston 

Office of the Secretary 
Washington, O.C. 20250 

OCT 7 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

Enclosed is a report responding to the Congressional Directive that appears on 
page I 07 of Senate Report 110-34. This directive asks the Department of Agriculture 
(USDA) to provide suggestions on how to revise competitive grant making criteria to 
take into consideration outmigration when making awards to rural empowerment zones. 

USDA is open to discussing any specific grant request where this issue may be 
significant. If the existing rules are flexible, every consideration will be given to 
addressing the circumstances. 

An additional item of note is that USDA is in the process of standardizing the 
regulations for its grant programs. We expect to have a proposed regulation published 
later this year. 

An identical letter is being sent to Congresswoman DeLauro and Senators Kohl 
and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



Potential Approaches to Providing Additional Assistance to Empowerment 
Zones/Enterprise Communities (EZ/ECs) with Outmigration 

Problem: EZ/ECs identified as having outmigration of population as a problem often do not 
have low average income. Consequently, they do not score as well in competitions for limited 
grant dollars where low average income is a factor in making determinations about who will be 
selected. The ramifications of outmigration present unique and complex problems that make 
special accommodations worthy of additional consideration. 

Each grant program is administered based on statutory and regulatory requirements that are not 
consistent across the various programs. Therefore, a one-size-fits-all approach will not work. 
What is proposed below are two possible solutions that would focus on the substance of 
allowing those Zones or Communities with outmigration to not be penalized because they do 
not have low average incomes. 

Implementation would have to be tailored to each program. It should be noted that the length 
of time require to make regulatory or legislative changes may not be able to be made prior to 
the scheduled end of the EZ/EC program in 2009. 

Possible Solutions: 

I. In grant programs with scoring schematics where low average income is awarded 
points, an EZ/EC with outmigration would be awarded an equivalent number of 
points. This would need to be adapted as reasonable for each of the various grant 
programs affected and would need the full participation of those responsible for 
administering the program. In the event the existing point system was statutory, this 
will not work, unless the statute is changed. 

2. Adding outmigration as a criterion for Administrator discretionary points (or 
equivalent). Once again, this only would work if there is already a provision for 
Administrator points and would need to be tailored to each program impacted. This 
would be in addition to the set-asides. 

Some examples of existing approaches include: 

• In Community Facilities, the EZ/EC grant set-asides are funded on a first come, first 
serve basis, but staff also try to balance geographic disbursement. Once the set-aside is 
gone, and it is always used, the staff works to fit them under one program or another 
and makes funding them a priority - but still keeping in mind geographic dispersion and 
fairness to others. When funds are limited the priority points are especially important. 
CF also prefers to fund projects of smaller dollar awards so more projects can be 
funded. 
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• In Water and Waste, where outreach is conducted, they try to be equitable to all 
communities and take into consideration if there is backlog for that community or if this 
last bit of funding will finish the project for the community. 

• In the Rural Business Enterprise Grant, Rural Business Opportunity Grant, and 
Intermediary Relending Programs, scoring sheets contain population decline points for 
any community so affected. Scoring includes more points for lower application 
amounts. 

In summary, because all programs are not administered the same manner or by the managers, it 
would be necessary to work with each program to ensure that there is a basic fairness to the 
selection of grantees. 

- 2 -
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United States Department of Agriculture 

The Honorable Herbert Kohl 

Office of the Secretary 
Washington, O.C. 20250 

OCT 7 2008 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Enclosed is a report responding to the Congressional Directive that appears on 
page 107 of Senate Report 110-34. This directive asks the Department of Agriculture 
(USDA) to provide suggestions on how to _revise competitive grant making criteria to 
take into consideration outmigration when making awards to rural empowerment zones. 

USDA is open to discussing any specific grant request where this issue may be 
significant. If the existing rules are flexible, every consideration will be given to 
addressing the circumstances. 

An additional item of note is that USDA is in the process of standardizing the 
regulations for its grant programs. We expect to have a proposed regulation published 
later this year. 

An identical letter is being sent to Senator Bennett, Congresswoman DeLauro and 
Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



Potential Approaches to Providing Additional Assistance to Empowerment 
Zones/Enterprise Communities (EZ/ECs) with Outmigration 

Problem: EZ/ECs identified as having outmigration of population as a problem often do not 
have low average income. Consequently, they do not score as well in competitions for limited 
grant dollars where low average income is a factor in making determinations about who will be 
selected. The ramifications of outmigration present unique and complex problems that make 
special accommodations worthy of additional consideration. 

Each grant program is administered based on statutory and regulatory requirements that are not 
consistent across the various programs. Therefore, a one-size-fits-all approach will not work. 
What is proposed below are two possible solutions that would focus on the substance of 
allowing those Zones or Communities with outmigration to not be penalized because they do 
not have low average incomes. 

Implementation would have to be tailored to each program. It should be noted that the length 
of time require to make regulatory or legislative changes may not be able to be made prior to 
the scheduled end of the EZ/EC program in 2009. 

Possible Solutions: 

1. In grant programs with scoring schematics where low average income is awarded 
points, an EZ/EC with outmigration would be awarded an equivalent number of 
points. This would need to be adapted as reasonable for each of the various grant 
programs affected and would need the full participation of those responsible for 
administering the program. In the event the existing point system was statutory, this 
will not work, unless the statute is changed. 

2. Adding outmigration as a criterion for Administrator discretionary points (or 
equivalent). Once again, this only would work if there is already a provision for 
Administrator points and would need to be tailored to each program impacted. This 
would be in addition to the set-asides. 

Some examples of existing approaches include: 

• In Community Facilities, the EZ/EC grant set-asides are funded on a first come, first 
serve basis, but staff also try to balance geographic disbursement. Once the set-aside is 
gone, and it is always used, the staff works to fit them under one program or another 
and makes funding them a priority - but still keeping in mind geographic dispersion and 
·fairness to others. When funds are limited the priority points are especially important. 
CF also prefers to fund projects of smaller dollar awards so more projects can be 
funded. 

- 1 -



• In Water and Waste, where outreach is conducted, they try to be equitable to all 
communities and take into consideration if there is backlog for that community or if this 
last bit of funding will finish the project for the community. 

• In the Rural Business Enterprise Grant, Rural Business Opportunity Grant, and 
Intermediary Relending Programs, scoring sheets contain population decline points for 
any community so affected. Scoring includes more points for lower application 
amounts. 

In summary, because all programs are not administered the same manner or by the managers, it 
would be necessary to work with each program to ensure that there is a basic fairness to the 
selection of grantees. 

- 2 -



USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

OCT 7 2008 

The Honorable Robert Bennett 
Ranking Member, Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration and Related Agencies 
Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Senator Bennett: 

Enclosed is a report responding to ~he Congressional Directive that appears on 
page 107 of Senate Report 110-34. This directive asks the Department of Agriculture 
(USDA) to provide suggestions on how to revise competitive grant making criteria to 
take into consideration outmigration when making awards to rural empowerment zones. 

USDA is open to discussing any specific grant request where this issue may be 
significant. If the existing rules are flexible, every consideration will be given to 
addressing the circumstances. 

An additional item of note is that USDA is in the process of standardizing the 
regulations for its grant programs. We expect to have a proposed regulation published 
later this year. 

An identical letter is being sent to Senator Kohl, Congresswoman DeLauro and 
Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



Potential Approaches to Providing Additional Assistance to Empowerment 
Zones/Enterprise Communities (EZ/ECs) with Outmigration 

Problem: EZ/ECs identified as having outmigration of population as a problem often do not 
have low average income. Consequently, they do not score as well in competitions for limited 
grant dollars where low average income is a factor in making determinations about who will be 
selected. The ramifications of outmigration present unique and complex problems that make 
special accommodations worthy of additional consideration. 

Each grant program is administered based on statutory and regulatory requirements that are not 
consistent across the various programs. Therefore, a one-size-fits-all approach will not work. 
What is proposed below are two possible solutions that would focus on the substance of 
allowing those Zones or Communities with outmigration to not be penalized because they do 
not have low average incomes. 

Implementation would have to be tailored to each program. It should be noted that the length 
of time require to make regulatory or legislative changes may not be able to be made prior to 
the scheduled end of the EZ/EC program in 2009. 

Possible Solutions: 

1. In grant programs with scoring schematics where low average income is awarded 
points, an EZ/EC with outmigration would be awarded an equivalent number of 
points. This would need to be adapted as reasonable for each of the various grant 
programs affected and would need the full participation of those responsible for 
administering the program. In the event the existing point system was statutory, this 
will not work, unless the statute is changed. 

2. Adding outmigration as a criterion for Administrator discretionary points (or 
equivalent). Once again, this only would work if there is already a provision for 
Administrator points and would need to be tailored to each program impacted. This 
would be in addition to the set-asides. 

Some examples of existing approaches include: 

• In Community Facilities, the EZ/EC grant set-asides are funded on a first come, first 
serve basis, but staff also try to balance geographic disbursement. Once the set-aside is 
gone, and it is always used, the staff works to fit them under one program or another 
and makes funding them a priority - but still keeping in mind geographic dispersion and 
fairness to others. When funds are limited the priority points are especially important. 
CF also prefers to fund projects of smaller dollar awards so more projects can be 
funded. 

- 1 -



• In Water and Waste, where outreach is conducted, they try to be equitable to all 
communities and take into consideration if there is backlog for that community or if this 
last bit of funding will finish the project for the community. 

• In the Rural Business Enterprise Grant, Rural Business Opportunity Grant, and 
Intermediary Relending Programs, scoring sheets contain population decline points for 
any community so affected. Scoring includes more points for lower application 
amounts. 

In summary, because all programs are not administered the same manner or by the managers, it 
would be necessary to work with each program to ensure that there is a basic fairness to the 
selection of grantees. 

- 2 -
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I. SUMMARY 

The Food and Energy Security Act of2007 provided that the Secretary shall 
conduct a study on the electric power generation needs in rural areas of the 
United States and provided further the study should include an examination 
of: 

I. generation in various areas in rural areas of the United States, 
particularly by rural electric cooperatives; 

2. financing available for capacity. including financing through 
programs authorized un the Rural Electrification Act of 1936; 

3. the impact of electricity costs on consumers and local economic 
development; 

4. the ability of the fuel feedstock technology to meet regulatory 
require1nents, such as carbon capture and sequestration: and 

5. any other factors that the Secretary considers appropriate. 

The demand for new generation capacity in rural areas is increasing just as it 

is in the urban centers. The last significant industry wide build-out of base 

load electric generation plants occurred during the 1970-1985 timeframe. 

Since that time the industry has moved from a situation of over capacity to 

the current period in which most utilities are forecasting the need to build 

new base load capacity to meet the requirements of their customers and in 

the case of rural electric cooperatives that means member/owners of the 

system. 

In fact, due to the significant lead time necessary for the addition of new 

base load capacity, many utilities, including cooperatives, are behind the 

curve. 
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Due to current and projected growth, cooperatives will need to double 

generation capacity by 2020. 

An additional reliability concern is the lack of transmission capacity to 

deliver energy from generation points to demand centers. The existing 

transmission grid is operating at capacity and many parts of the grid are 

operating beyond expected life cycles. 

The lack of transmission capacity is also impeding the development of 

renewable energy resources in remote rural areas. The lack of transmission 

capacity in general and the capacity needed to move renewable energy was a 

consistent theme of a recent Senate Energy and Commerce hearing and it 

was a prominent theme of the Washington International Renewable Energy 

Conference (WIREC) held in Washington in March of this year. 

2. BACKGROUND 

Virtually no additional base load generation capacity was added during the 

1990s and early in this century due to surplus capacity available from the 

previous construction cycle and the efforts to deregulate the electric power 

industry during the mid to late 1990s. Efforts to deregulate the industry 

created an atmosphere of significant uncertainty with regard to the 

expectation that the existing customer base would be there to ensure 

repayment of the investments. 
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Base load generation means those plants that are designed to be 

operated twenty four hours per day, seven days per week. They are 

shut down only for required maintenance. Base load plants are 

generally fueled by coal, nuclear, and sometimes natural gas. When 

base load plants cannot meet demand, intem1ediate facilities are 

staned. These are typically fueled by natural gas and can be staned as 

quickly as needed. The last in line are peaking plants that are also 

fueled by natural gas and also can be staned quickly. 

During this period the cooperative side of the industry attempted to keep 

pace with demand with investments in smaller natural gas peaking and 

intermediate facilities which are less costly to build. but very expensive to 

operate due to the price volatility of natural gas. Cooperatives also met 

demand by entering into power purchase contracts with other suppliers. 

Many of these contracts will expire in the near future, some as soon as 2011. 

Since 2000 the uncenainty associated with deregulation of the industry has 

waned. This combined with favorable interest rates appeared to be an 

opportune ti1ne to invest in new capacity and the rural electric generation 

and transmission borrowers began developing plans for that investment. 

However, new uncenainties and challenges have since been introduced: 

• It appears likely that some form of carbon dioxide emission limits will 

be imposed. 

• Legal challenges to environmental permits can be expected on any 

new emitting base load plant. 
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• Costs of new plant construction are increasing substantially each year 

due to a variety of factors. 

3. CURRENT GENERATION CAPACITY AND PEAK DEMAND 

Rural Electric G&T cooperatives own 160 generating units totaling 38,604 

Megawatts of generation capacity of which roughly 59% is from coal fired 

steam plants and about 6% represent partial ownership in nuclear plants and 

about 32% is primarily gas fired peaking or intennediate units. 

Owned capacity represents 57% of the energy supplied to member 

distribution cooperatives. Purchases from other sources represent the other 

43%. G&T cooperatives attempt to maintain this balance between self

generation and purchased power to minimize risk and maximize 

opportunities. At any given point in time if purchases can be secured at less 

marginal cost than that of operating a peaking or intem1ediate unit, then the 

cooperative will opt for purchases to meet the requirements of its men1bers. 

One reason that 59% of the capacity owned by these cooperatives is coal 

fired is that following the OPEC oil embargo of 1973 Congress enacted the 

Power Plant and Industrial Fuel Use Act which prohibited the use of oil or 

natural gas to generate electricity. This pushed investment to coal and 

nuclear energy during the last base load construction cycle in the late 1970s 

and early 1980s. This Act was repealed in 1987. 
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Another reason coal is the preferred fuel is cost. Currently, energy 

generated from coal is available at an average total cost of$34.02 per MWh. 

Gas fired combined cycle plants on the average produce energy at $96.60 

per MWh while nuclear energy costs a linle over $40.00 per MWh. 

4. U.S. CAPACITY MARGINS 

The mission of the North American Electric Reliability Corporation (NERC) 

is to ensure that the bulk power system in North America is reliable. NERC 

develops and enforces reliability standards; monitors the system; assesses 

and repons on future adequacy; and evaluates O\vners, operators. and users 

for reliability and preparedness. 

In October of2007, NERC released its report on Long Term Reliability 

Assessment which contained the following key findings: 

• Long Tenn Capacity Margins are Still Inadequate 

• Integration of Wind. Solar, and Nuclear Resources Require Special 

Consideration in Planning, Design. and Operation. 

• High Reliance on Natural Gas in Some Areas of the Country Must be 

Properly Managed to Reduce Supply Risk and Delivery Interruption. 

• Transmission Situation Improves, But More Still Required. 

• Aging Workforce Still a Growing Challenge. 
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According to the report, peak demand for electricity in the U.S. is forecast to 

increase by over 135,000 MW or 17. 7% in the next ten years while capacity 

is projected to increase by only 77,000 MW. Capacity margins, i.e .. 

reliability margins. begin dropping below the recommended 15% above 

peak demand in 2009 and continue to decline to under I 0% by 2016. The 

decline below 15% occurs first in the western third of the U.S. and Canada 

and the New England Area. A reserve of 15% is desirable to prevent 

brownouts or blackouts in case of unplanned outages of generation facilities, 

unusual weather events. or other unpredictable events occur. 

The map below identifies the years when a region/subregion drops below 

target capacity margin levels required to meet summer peak (unless noted as 

winter) including both committed and uncommitted 1 resources. Those 

region/subregions not identi tied are not projected in the next ten years to 

drop below their target margin levels. 

1 Unl'ommillt'd Capacity Resources: Capacity rc=sources that include one or more of the following:• 
Generating resources lhat have not been contracted nor have legal or regulatory obligation to deliver al lime 
of peak.• Generating resources that do not ha\·e llT do not plan 10 have firm transrnission service reserved 
(or its equivalent) or capacity injection rights to deliver the expected output to load "·ithin the region.• 
Generating resources that have not had a transmission stud)' conducted to detennine thl! level of 
deliverability. •Generating resources that are designated as energy-only resources or have elected to be 
classified as energy-only resources.• Transmission-constrained generating resources that have kno"·n 
physical deliverab1lit} lim11a1ions to load \\"1th1n the region. 
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5. U.S. AND RURAL ELECTRIC GENERATION AND 
TRANSMISSION FORECASTED GENERATION CAPACITY 
ADDITIONS 

The U.S. Department ofEnergy"s Annual Energy Outlook for 2008 forecasts 

electricity consumption to grow from 3.8 billion kilowatthours in 2006 to 

almost 5 billion kilowatthours in 2030, an annual rate of increase of I.I 

percent. The 2008 forecast is lower than the 2007 forecast of 1.5% annual 

increase due to slower economic growth, higher electricity prices and the 

enactment of new efficiency standards in the Energy Independence and 

Security Act of2007. 
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The Cambridge Energy Associates, a private research finn, estimates the 

U.S. electric power industry will invest $900 billion in new utility plant over 

the next 15 years. This level of investment surpasses the total net plant in 

service today. This total includes $350 billion for new generation, $300 

billion for distribution. $150 billion for transmission, $50 billion for 

conservation and efliciency and $50 billion for environmental retrofits (not 

including C02 abatement). 

Rural Areas 

Presently, rural electric G&T cooperatives generate about 5% of the energy 

produced in the U.S. Every year the National Rural Electric Cooperative 

Association (NRECA) surveys its G&T members regarding their planned 

capacity additions. The most current survey indicates a 10 year capital 

requirement of$65.5 billion, $49.9 billion of which is specifically for new 

generation projects. Ten billion dollars are needed for new transmission and 

almost $3 billion is needed for environmental retrofits. 
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Figure 2 G&T Projected Jn,-estment by NERC Region {Source: NRECA) 

The 2008 survey projects significantly higher capacity needs than the 2007 

survey of 22,000 MW versus 14,000 MW primarily because the timing of 

larger investments in base load have been shifted to later years. The survey 

results suggest that the needs in the shorter tenn will be tilled with natural 

gas fired peaking and intennediate units. 

The delay in the construction of base load facilities is a reaction to the 

uncertainties of increasing construction costs, legal challenges. and 

regulation of carbon dioxide e1nissions. 

While adding additional natural gas fired units in the shorter time frame is 

not seen as an optimal solution, this capacity will aid in meeting the energy 

requirements of cooperative consumers. The price of natural gas has been 
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volatile and steadily increasing since 2000 and additional demand will add to 

the price volatility. 

6. CONSTRUCTION COST 

According to the Cambridge Energy Research Associates Power Capital 

Cost Index, the cost of new power plant construction has increased 130% 

during the past eight years with almost 70% of the increase occurring since 

2005. The demand for material in China and India is a huge factor. but other 

supply constraints and increasing labor cost are also key factors. Earlier this 

year one of the Generation and Transmission Cooperative borrowers shelved 

a project that had been in the planning stage for three years because the 

projected cost had risen from $1.4 billion to over $1.8 billion. Given a four 

year construction period the cost would have been over $2 billion. 

The time horizon for large base load facilities can easily be ten years from 

the beginning of planning to commercial operation. Construction time alone 

can be four years. Making huge investment decisions with these time 

horizons is very ditlicult given the uncertainties discussed above. Adding to 

these uncertainties is the cun·ent disruption in the commercial financial 

markets. 

13 



NRECA Survey vs AEO 2008 
Construction Cost by Generation Type 

$6,000.00 ~-------------~ 

$5,000.00 +---

$4,000.00 

I $3.ooo.oo 
$2,000.00 

$1,000.00 

$0.00 
-'- E 
"' "' 0 "' 0 ii5 

-"' " " " z 

al 
-~ CJ.) 

.0 " E ,., 
00 
0 

c 
g CJ.) 

"' c " ·-.0 -e 
E " 0 r-
0 

"' "' "' E 
0 
iD 

• EIAAEO 
Ill G& T Survey 
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7. NEW GENERATION OPTIONS AND COSTS 

G&T cooperative planning is currently in a state of fluctuation. Rising 

construction costs, legal challenges to pennits, and uncertainty related to 

C02 mitigation and financing options have once again created difficult 

circumstances for decision making by utility executives. The central 

mission of cooperative utilities is to provide affordable and reliable power to 

their membership. More than anything, utility executives would like to have 

reduced uncertainty in order to make the best possible decisions to 

accomplish their missions. 

G&T cooperatives maintain ongoing planning activities and constantly re

evaluate options for supply and demand side resources as new information 
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emerges and market conditions change. G&T borrowers and the industry as 

a whole are faced with difficult decisions as they attempt to reconcile 

increasing energy demand requirements with the current realities in power 

generation planning. In particular. the problem G&T cooperatives face in 

attempting to price C02 emissions into least cost planning models has 

created a situation in which it is diflicult to know with any certainty what the 

final delivered cost of energy will be. Adding to this is the very steep 

upward curve with respect to construction costs. Even ifa cost escalation 

factor is applied, legal challenges to air pennits and other regulatory 

approvals can make it difficult to determine how long it will take to resolve 

these issues. and therefore how far along the costs escalation curve a project 

will be at the time of construction. Finally, the Electric Program's current 

inability to fund base load projects provides more uncertainty related to the 

cost of capital, a major component in the costs structure behind electricity 

pricing in a cost based regulatory environment. 

Meaningful options for new base load generation are limited. Most 

proposed nuclear development is at existing plants. with existing owners as 

participants. Traditional coal fired generation is problematic due to the 

factors addressed above. A significant point that must be addressed by 

policy makers is the technology gap between what is desired to address 

climate change and what is economically and commercially proven. 

Advanced coal and carbon capture technologies are in their infancy and 

require significant demonstration and research at utility scale before they can 

be widely adopted. 

15 



Planned Additions 

The latest infonnation available from G&T cooperatives is indicative of the 

current level of uncertainty utilities face. The NRECA 2008 Survey 

estimates new generation projects totaling 22,067 MW are needed. The 

following figure breaks these generation investments into 5 categories: coal, 

combined cycle, combustion turbine, nuclear. and renewable. Combined 

cycle and combustion turbine projects are generally considered to be fueled 

by natural gas. 

28o/o 

New Generation Breakout by Technology 
(22,067 MW) 

5°/o 3°/o 

25°/o 

,----------

II Coal 
II Combined Cycle 
D Combustion Turbine 

D Nuclear 
II Renewable 

figure 4 NREC A Sun·e~' - G&T New Genl'ration by Fut'I Type 
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The 2008 prediction for MW needed is significantly higher than the 2007 

survey, which estimated 14,000 MW. The primary reason for this dramatic 

increase has to do with a change in the timing of large investments in fossil 

(coal) steam plants. Large base load coal plants have been shifted to the 

later years of the survey. The gap created by this shift in planned capacity 

additions has been filled with natural gas fired combined cycle and 

combustion turbine technology. The 2007 NRECA survey predicted a mix 

of 70% coal vs. 39% for the 2008 survey. Natural gas fired generation, 

including combined cycle and combustion turbine, now represents 53% of 

the total projected capacity needs or 11,695 MW. 

The Upside and Downside of Natural Gas 

The shift in the planned construction of base load facilities is a reaction to 

conditions in the market for plant construction, the policy uncertainties 

surrounding C02 emitting resources, and uncertain long term financing for 

base load plants. The following table shows the differences in C02 output 

from various electric po\ver fuel sources2
. 

Fuel 
Output Rate (pounds C02 per 

kWh) 
Coal 2.1 I 
Petroleum 1.92 
Natural Gas 1.31 
Other Fuels 1.38 

Table I C02 Output Rates for Power Generation Fuel~ 

~ Carbon Dioll.1de Em1ss1ons from the Generation of Electric Power in the United States, July 2000, 

Department of Enc=rgy. Washington. DC :::!0585, Environmental Protection Agency. \Vashington DC 20460 
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Natural gas fired plants emit less than two thirds the amount ofC02 than do 

traditional coal fired plants. They are relatively inexpensive (compared to 

traditional base load options) to construct and can come on line in less than 

two years. These plants are also not drawing the same level of negative 

attention that proposed coal fired units are getting. While legal challenges, 

and uncertainties exist with respect to C02 regulation, adding additional gas 

tired generation at this time. is not seen by all as optimal. The following 

figure shows the dramatic increases in natural gas prices seen over the past 

I 0 years. Increases in gas fired capacity to date have contributed to 

significant volatility and upward pressure on rates to cooperative customers. 

Figure 5 Historical Natural Gas Prices 1990 - 2007 
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Nuclear Power 

Seven G&T cooperatives are currently minority participants in the 

ownership of nuclear assets. Like their investor owned utility and municipal 

counterparts, G&T cooperatives that are participants in existing nuclear 

projects are considering further participation as new units are proposed. The 

Nuclear Regulatory Commission currently has 23 applications in house for 

34 new nuclear power plants. G&T cooperatives are currently planning 

participation totaling 1.103 MW of new nuclear power generation. 

Renewable Energy 

Renewable energy is projected to be 662 MW of expected G&T capacity 

additions at this time. G& T cooperatives are also in the process of creating a 

new national renewable energy cooperative for the purpose of investing in 

renewable projects nationwide. G&T cooperatives have long been partners 

in wind projects as power purchasers. Nationwide. co-ops own 450 MW in 

renewable energy generation and have power purchase contracts for 700 

MW of renewable energy generation for a combined total of 1150 MW. 

8. FINANCING OPTIONS AND COSTS FOR GENERATION 
AND TRANSMISSION COOPERATIVES 

The majority (68%) of long term debt held by G&T cooperatives has been 

provided by the Rural Utilities Service electric program. For most of these 

entities. this source of financing is the preferred option due to the interest 

rate differential and term length differences between government financing 
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and commercial capital. Given the magnitude of these investments, the 

choice of lending sources can mean billions of dollars in interest costs as 

shown below. Higher interest costs will, of course, be absorbed by the rural 

electric members in the fom1 of higher rates. 

Why Is This Source of Financing Critical To Rural Consumers? 

On average the cost of generation and transmission represents 65% of the 

electric bills at the rural retail level. Primarily residential, rural electric 

distribution cooperatives serve 7.0 consumers per mile of distribution line 

compared to 35.1 for investor owned utilities and 46.6 for municipally 

owned systems. Translated into revenue per mile of line distribution 

cooperatives average $10,565 con1pared to $62,665 for investor owned 

utilities and $86.302 for municipally owned systems. Due to the low density 

of the customer base. the cost of energy, and the fact that most of the energy 

consumed is for residential usage, the rates paid by distribution cooperative 

consumers average about 10% higher than neighboring investor owned and 

municipally owned systems. 

The following figure highlights the relationship between wholesale power 

cost and a typical distribution cooperative·s total costs. Distribution costs 

are typically 35% of total cost, while 65% is the cost of power purchased by 

the distribution cooperative for resale to its retail customers. 
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Figure 6 Dislribulion Cooperali"e Total Cost 

Cooperative sales are heavily weighted towards the residential customer 

class. The following table shows that 57.49% of total cooperative sales are 

to residential customers. This compares with 35.90% and 37.44% for 

municipal and investor owned utility types. 

Sales (MWh) Investor 0\\-·ned Municipal Owned Cooperatives 

Residential 848,430,553 149.977.282 212,951,324 

Comn1ercial 825.907.980 157.732.964 75.038.401 

Industrial 589.490.958 109.788.625 82.419.789 

Transportation 2.335.674 279.849 0 

Total 2,266, 165, 165 417,778,720 370,409,514 

Table 2 MWh Sales h)' Utility Type 
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Due to the lower revenue per mile of distribution line, it is imperative that 

the G&T cooperatives seek the least costly source of capital. 

The Electric Program finances intermediate and peaking generators. 

improvements and environmental retrofits to existing generation plants, 

transmission, and renewable energy projects as well as distribution system 

improvements. These improvements involve no risk, so there is no subsidy 

costs currently associated with these investments. Another factor 

contributing to negative subsidy rates is the fact that there is less than one

tenth of one percent delinquency rate on a portfolio exceeding $36 billion. 

The following table demonstrates the magnitude of the costs of borrowing 

for new electric power generation ($49.9 billion) under various interest rate 

and tenn length scenarios. The following calculations are meant to illustrate 

only the magnitude of potential interest expense related to capital intensive 

infrastructure projects such as power plant construction. Any number of 

factors wi 11 affect the actual costs of these investments. This example makes 

several si1nplifying assumptions in order to illustrate interest expense only: 

• The full amount of the construction program ($49.98 in principal) is 

advanced on day one 

• Payments are all quarterly 

• No interest only or balloon options 

• I 00% debt financing 

• The current 30 year estimated Electric Program annual interest rate is 

4.36% 

22 



• The current 15 year Electric Program annual interest rate is estimated 

using the simple average of the posted I 0 and 20 year Treasury rates 

or4.11% 

Interest costs are undiscounted; therefore caution should be exercised in 

comparing loan costs across term lengths. 

Potential Interest Costs of G&T Generation Plant Investments 

Electric Program Private Financing w/ Private Financing v.-/ 
Financing 250 Basis Point 350 Basis Point 

[)ifl'erence Difference 
Estimated 
Capital Needs 

$ 39.790.042.639.0 I $ 68.133.472.884.59 $ 80.374.473.244.68 
v.:I JO year 
Amortization 
Estin1ated 
('apital Needs 

$ 17.200.230.555.21 $ 29.139,749,493.62 $ 34.210.098.613.80 
\VI 15 year 
Amortization 

Table 3 Interest Ratt' and Term Affects on Capital Cosls 

9. RENEWABLE ENERGY 

Renewable energy, including hydropower, totals around 8% of the nation's 

electricity production while coal and nuclear combined total 68% and 

natural gas 22o/o. For electric co<>peratives renewable energy, primarily 

large hydro facilities, accot1nts tOr 11 o/o, coal accounts for 62o/o, nuclear 

15%, natural gas I 0% and diesel fuel 2%. Renewable energy is becoming a 

larger portion of the cooperative portfolio. 
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Presently 80% of the 900 rural electric cooperatives supply some of their 

electricity needs from renewable sources, owning or purchasing 1,415 MW, 

primarily wind. A little over 1.000 additional MW (wind and woody 

biomass) is being planned. Close to 150 cooperatives either own wind 

turbines or purchase output from wind farms. Great River Energy based in 

Minnesota is the cooperative leader with 218 MW of purchased wind energy 

and is planning to add additional wind resources. 

Basin Electric based in North Dakota purchases 136 MW from three 

commercial wind fanns and is planning to build and own another 200 MW 

of wind energy. 

Renewable Portfolio Standards (RPS) adopted by several states have had a 

significant impact on the deployment of renewable generation. Twenty six 

states and the District of Columbia have passed RPS requiring utilities to 

add increasing amounts of renewable energy ranging from I 0 to 25 percent 

to their energy mix. Other states have adopted renewable goals rather than 

mandates. 

Renewable energy resources are to a large extent found in remote rural areas 

and to develop those resources more fully and to deliver the energy to 

market centers will require substantial investments in transmission capacity 

both in tenns of delivering renewable energy to the transmission grid and 

increasing the capacity of the grid to handle increasing loads. As pointed 

out earlier. the existing transmission grid is essentially operating at or above 

capacity tod~y. In order to meet the increased demand that is projected has 

been well swted by the Chief Executive Officer ofNERC, "meeting virtually 

24 



a 20 % increase in load growth over the next decade means building one 

new substation tOr every five we have now. one new transmission line for 

every five and one new power plant for every five." 

The Rural Development Utilities Program is currently working with both 

G&T cooperatives and private developers on wind and biomass projects that 

will total well over $1 billion in financing. The success of these projects 

will drive additional investn1ents in the future. 

One key to adding additional renewable energy nationwide is the production 

tax credit. Presently, the availability of the production tax credit and 

favorable depreciation rates are key to making renewable energy price 

competitive. Another key has been the enactment of the Clean Renewable 

Energy Bonds which provide non-profit organizations such as cooperatives 

the same pricing advantages as the production tax credits available to for

profit developers. 

Additionally. the rural electric generation and transmission CEOs announced 

the fonnation of a national cooperative dedicated to the development of 

renewable energy sources. A national effort was deemed necessary because 

some areas of the country do not have renewable resources and through the 

national effort. generation cooperatives in the south and southeast that have 

no wind resources can participate in projects developed in the Great Plains 

through equity contributions. 

While wind and solar rene\vable energy sources will continue to increase as 

important components of the energy mix. they should not be considered 
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capacity resources due to intermittency of availability. This has been best 

stated by the American Wind Energy Association. "It is an energy resource. 

You take the wind when nature delivers it and rely on other system resources 

when it is not available." Other renewable sources such as waste wood can 

be operated as capacity resources. 

10. ENERGY EFFICIENCY 

Members of the cooperative part of the electric industry has been recognized 

nationally as leaders in energy efficiency and demand side management 

practices. These practices reduce demand and help mitigate the need for new 

generation capacity. Most distribution cooperatives offer incentives, rebates 

and other assistance such as free energy audits for residential. commercial 

and industrial consumers. Many distribution cooperatives also participate in 

the Electric Programs Energy Conservation Program (ERCJ which offers 

deferral of principal payments on debt. This enables the cooperative to use 

those funds to assist consumers install energy efficient appliances or other 

energy saving measures. A very popular and successful effort is the 

installation of geo-thennal ground loop systems replacing inefficient heating 

and air conditioning systems. The upfront cost of these systems can be 

prohibitively expensive for many homeowners, but with the assistance of the 

deferral program, along with other incentives such as rebates, the cost to the 

home owner can often be reduced to affordable levels. 

Recently, two cooperatives in Alabama and Kentucky and the Hawaii 

Habitat for Humanity Ot1ice were awarded High Energy Cost Grants. 
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administered by the Electric Program. to assist low income homeowners 

install energy eOiciency measures to reduce their energy bills. 

A previous grant to the Alabama cooperative proposes to assist I 00 very low 

income home owners repair or replace duct work, install energy efficient 

appliances. replace inefficient furnaces and central air conditioners with 

highly efficient heat pumps, install insulation, install energy efficient doors 

and windows. These efforts not only reduce the energy bills of the home 

owner. but also reduce the amount of energy the cooperative has to purchase 

to serve those homes. One example shows the home owner monthly electric 

bill decreasing from 3979 kWh per month to 2080 kWh per month, a 48% 

percent reduction. 

A recent report tiled by the Iowa Association of Electric Cooperatives with 

the state regulatory body says the Iowa cooperatives estimate $11 million 

invested in energy efficiency progra1ns last year will return a savings of over 

$30 million over the life of the various installations. Participants in the 

program added energy efficient heat pumps, water heaters, air conditioners, 

compact fluorescent lights and improved weather proofing. According to 

the report the 37 distribution cooperatives serving 650,000 Iowans increased 

their investment in energy efficiency by 25%. It is estimated that the energy 

saved over the life of the installations would be enough to power a city of 

85,000 for one year. There is also the benefit of reduced emissions. 

11. CLIMATE CHANGE 
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The interrnittency of wind and solar energy means that it cannot be 

depended on for capacity during peak usage periods. There has to be other 

energy sources available for those times that wind and solar sources are not 

available. 

This was demonstrated rather dramatically earlier this year in Texas when 

wind production in west Texas unexpectedly dropped from 1,700 MW to 

less than one-fourth of that and at the same time late afternoon peak demand 

rose by over 2,000 MW as people returned home from work. In order to 

avoid brownouts, the Electric Reliability Council of Texas (ERCOT), the 

entity that manages the transmission grid in Texas, called interruptible 

customers (typically large commercial or industrial customers) and asked 

them to reduce their demand and simultaneously started up natural gas fired 

peaking facilities to generate additional power to balance supply and 

demand. Compounding the problem was that some base load units were not 

generating power due to planned outages for maintenance or other reasons. 

All of this occurred in a matter of minutes. 

Occurrences such as this one lend support to the argument that a balanced 

approach to limiting carbon emissions, such as that prescribed by the 

Electric Power Research Institute (EPRI). as well as other studies. is 

necessary in order to maintain system reliability. sustain economic growth 

and provide time for the appropriate technologies to be developed. This 

includes a balanced mix of strategies beginning with energy et1iciency and 

renewable resources, additional nuclear capacity, advanced clean coal 

generation. carbon capture and storage. plug-in-hybrid vehicles, and 

distributed energy resources. The EPRI study points out that carbon capture 
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and storage technology will not be widely available and deployed until after 

the year 2020. 

The EPRI C02 Reduction Model assumes C02 emissions are capped at 

2010 levels until 2020 and then reduced at 3% annually. The results of the 

model show that the deployment of the strategies noted above could reduce 

C02 emissions to the 1990 levels by 2030. 

The Rural Development Electric Program is committed to assisting Basin 

Electric Cooperative in North Dakota install carbon capture technology at an 

existing coal fired generation plant. This technology will remove a portion 

of the carbon dioxide and feed it into an existing C02 compression and 

pipeline system owned by Basin from which it will be sold for enhanced oil 

recovery in North Dakotas and Canada. Smaller portions of C02 will be 

taken out of the pipeline and injected into a non-recoverable coal seam and a 

saline formation to test sequestration capability of those geologic 

fonnations. Our goal is to help further the advancement of these 

technologies. 

12. CONCLUSIONS 

The system reliability concerns identified in the NERC report, as well as 

other reports, point out that brownouts are probable unless investment in 

transn1ission is increased and si1nultaneously, energy efficiency efforts and 

demand side 1nanagement must be intensified. But it is evident that 

additional generation sources beginning with renewable resources, but 
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including other base load must be developed. The lead time associated with 

planning and constructing new base load plants can easily consume 8 to 10 

years and the country is already behind the demand curve. 

Ensuring reliability of the system while sustaining economic growth and 

protecting the environment is going to be costly and consumer rates will 

increase, but the cost of brownouts could be higher due to interruptions of 

commercial activity. The economy of this country is highly dependent on 

reliable electricity and that dependence is growing as more of the economy 

shifts to the service sector and as we move to energy independence. The 

development of alternative transportation fuels, regardless of the feedstock, 

will also require significant sources of new generation. Conti11ued 

development and i111provement of new renewable generation technologies, 

as well as the manufacture of these technologies and the development of 

technologies to reduce emissions will add more econon1ic and employment 

opportunities and much of that investment will be in rural America. 
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Dear Mr. Chairman: 

The Food, Conservation, and Energy Security Act of2008, specifically Section 6113 of 
Title VI of the Act, required an analysis of the power generation needs in rural areas of the 
United States. The Act also required the report be submitted to the Agriculture Committee within 
60 days of enactment. 

I am pleased to submit the enclosed report which covers the required components: 

I. Generation in various areas in rural areas of the United States, particularly by rural 
electric cooperatives; 

2. Financing available for capacity, including financing available through programs 
authorized by the Rural Electrification Act of 1936; 

3. The impact of electricity costs on consumers and local economic development; 
4. The ability of the fuel stock technology to meet regulatory requirements, such as carbon 

capture and sequestration; and 
5. Any other factors the Secretary considers appropriate. 

Should you have any questions or desire additional information regarding the contents of 
the report, please contact Mr. James M. Andrew, Administrator of the Rural Development 
Utilities Programs at 202-720-9540. 
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Sincerely, 

Edward T. Schafer 
Secretary 
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Dear Senator Chambliss: 

The Food, Conservation, and Energy Security Act of 2008, specifically Section 6113 of 
Title VI of the Act, required an analysis of the power generation needs in rural areas of the 
United States. The Act also required the report be submitted to the Agriculture Committee within 
60 days of enactment. 

I am pleased to submit the enclosed report which covers the required components: 

1. Generation in various areas in rural areas of the United States, particularly by rural 
electric cooperatives; 

2. Financing available for capacity, including financing available through programs 
authorized by the Rural Electrification Act of 1936; 

3. The impact of electricity costs on consumers and local economic development; 
4. The ability of the fuel stock technology to meet regulatory requirements, such as carbon 

capture and sequestration; and 
5. Any other factors the Secretary considers appropriate. 

Should you have any questions or desire additional information regarding the contents of 
the report, please contact Mr. James M. Andrew, Administrator of the Rural Development 
Utilities Programs at 202-720-9540. 
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Sincerely, 
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Secretary 
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60 days of enactment. 
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1. Generation in various areas in rural areas of the United States, particularly by rural 
electric cooperatives; 

2. Financing available for capacity, including financing available through programs 
authorized by the Rural Electrification Act of 1936; 

3. The impact of electricity costs on consumers and local economic development; 
4. The ability of the fuel stock technology to meet regulatory requirements, such as carbon 

capture and sequestration; and 
5. Any other factors the Secretary considers appropriate. 
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I am pleased to submit the enclosed report which covers the required components: 

1. Generation in various areas in rural areas of the United States, particularly by rural 
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2. Financing available for capacity, including financing available through programs 
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Dear Mr. Chainnan: 

Office of the Secretary 
Washington, D.C. 20250 

JAN l 5 2009 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA 's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Performance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report . However, we have provided current policy in Enclosures 
1 through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
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Sincerely, 

Secretary 
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The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Performance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
1 through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Sincerely, 

Secretary 
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Dear Mr. Chairman: 

Office of the Secretary 
Washington, O.C. 20250 

AN 1 5 2009 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA 's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Performance of Commercial Activities." 
USDA bas not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 repo11. However, we have provided current policy in Enclosures 
1 through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA 

Please feel free to contact the Chief Financial and Infonnation Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. l\1r. Cbristopherson can be 
reached at (202) 720-5539. 

Sincerely, 

Edw~ 
Secretary 
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Dear Senator Chambliss: 

Office of the Secre1ary 
Washington, O.C. 20250 

JAN 1 5 2009 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Performance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
I through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please tee! free to contact the Chief Financial and Jnfonnation Officer, 
Charles R. Christopherson, Jr., for further assistance in this mailer . Mr. Christopherson can be 
reached at (202) 720-5539 . 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 
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U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C . 20515 

Dear Madam Chairwoman: 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, ''Performance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
1 through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 
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Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Perfonnance of Commercial Activities ." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
I through 4. Enclosure S provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Enclosures 

Sincerely, 

~ Edw~ 
Secretary 
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Committee on Appropriations 
United States Senate 
I 29 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Performance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
1 through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 
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Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Comminee on Appropriations 
United States Senate 
l 90 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Senator BeMen: 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 

provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, ''Performance of Commen.:ial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report . However, we have provided current policy in Enclosures 
1 through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact tJ1e Chief Financial and Infonnation Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Sincerely, 

Secretary 
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Washington, D.C. 20515 

Dear Mr. Chairman: 
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The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Perfonnance of Commercial Activities.'' 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
I through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Chris1opherson, Jr .. for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Sincerely, 

Secretary 
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Dear Congressman Lewis: 

Office ol lhe Secre!ary 
Washington, O.C. 20250 

JAN 1 5 2009 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Performance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing uctivities 
since the fiscal year (FY) 2008 repon. However, we have provided current policy in Enclosures 
1 through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 
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Dear Mr. Chairman: 
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Office of the Secretary 
Washington, O.C. 20250 

JAN 1 5 2009 

The Department of Agriculture (USDA) is required by our mrnua! appropriations acts to 
provide a report on USDA 's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Performance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
1 through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. · 

Sincerely, 

Edw~ 
Secretary 
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United States Senate 
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Dear Senator Cochran: 
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United States Department of Agriculture 
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Washington, D.C. 20250 

JAN l 5 2009 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, '·Performance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
I through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 
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Committee on Oversight and Government Reform 
U.S. House of Representatives 
2157 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Mr. Chainnan: 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Perfonnance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
1 through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free to contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Enclosures 

Sincerely, 

Edward T. Schafer 
Secretary 
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Committee on Oversight and Government Reform 
U.S. House of Representatives 
B350A Rayburn House Office Building 
Washington, D.C . 20515 

Dear Congressman Issa: 

The Department of Agriculture (USDA) is required by our annual appropriations acts to 
provide a report on USDA's competitive sourcing policy and budget for contracting out. 

USDA conducts competitive sourcing competitions in accordance with the 
Office of Management and Budget Circular A-76, "Performance of Commercial Activities." 
USDA has not developed any additional guidance to implement competitive sourcing activities 
since the fiscal year (FY) 2008 report. However, we have provided current policy in Enclosures 
I through 4. Enclosure 5 provides the FY 2009 budget for competitive sourcing for USDA. 

Please feel free 10 contact the Chief Financial and Information Officer, 
Charles R. Christopherson, Jr., for further assistance in this matter. Mr. Christopherson can be 
reached at (202) 720-5539. 

Sincerely, 

~ 
Edward T. Schafer 
Secretary 
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Canned Fruit and Vegetable Consumption in the United States: A 
Report to the United States Congress 

Abstract 

The Senate Report 110-134 accompanying S. 1859, the 2008 the Agriculture Appropriations 

Bill, requested that the Economic Research Service prepare and publish a report regarding 

consumer perceptions and consumption of canned fruits and vegetables. Economic Research 

Service researchers used USDA's food consumption survey data, Bureau of Labor Statistics' 

Consumer Expenditure Survey data, and the ERS Food Availability Data System to study U.S. 

consumption of selected fruits and vegetables with available data, including select canned fruits 

and vegetables. If current trends prevail, total fruit and vegetable availability will continue to 

increase but canned fruits and vegetables will account for a declining share of that total. 

However, there are several divergent and offsetting forces that make it difficult to predict the 

future demand for canned produce. 
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Summary 

Economic Research Service researchers used USDA's food consumption survey data, Bureau of 

Labor Statistics' Consumer Expenditure Survey data, and the ERS Food Availability Data 

System to study U.S. consumption of selected fruits and vegetables with available data, including 

select canned fruits and vegetables. If current trends prevail, total fruit and vegetable availability 

will continue to increase but canned fruits and vegetables will account for a declining share of 

that total. However, there are several divergent and offsetting forces that make it difficult to 

predict the future demand for canned produce. 

What Is the Issue? 

The Senate Report 110-134 accompanying S. 1859, the 2008 the Agriculture Appropriations 

Bill, requested that the Economic Research Service prepare and publish a report regarding 

consumer perceptions and consumption of canned fruits and vegetables. 

What Did the Study Find? 

American consumers are consuming more produce, and they prefer it non-canned. Using 

food availability data as a proxy for consumption, the amount of fruit available for consumption 

rose 13 percent between 1970 and 2005 and the amount of vegetables available for consumption 

increased 23 percent. Most of these increases were for fresh fruits and vegetables. Although the 

per capita quantity of canned vegetables increased slightly, canned vegetables' share of total 

vegetables fell from 30 percent to 25 percent. Per capita availability of canned fruit decreased by 

3 7 percent, and canned fruits' share of total fruit decreased from 11 percent to 6 percent. 

Consumer spending for canned produce varies across economic and demographic groups. 

Analysis of household spending on both fresh and canned fruits and vegetables shows 

considerable variation in spending on canned produce and that spending was affected by social 

and demographic factors. Higher income households tend to spend more per capita on canned 

fruits and vegetables than do lower income households. The same holds true for households 

headed by older persons, compared with their younger counterparts. Households with children 

tend to spend relatively less on canned fruits and vegetables. Hispanic households have lower 
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expenditures on canned fruits than other ethnic groups. Asians spend the least on canned 

vegetables, while African Americans spend the most. 

Looking ahead, market trends suggest that the share of canned produce in total 

consumption will continue to decline. However, several divergent forces may affect that 

outcome. The U.S. population is expected to become wealthier, older, better educated, and more 

ethnically diverse in the long run. Many economic, social, and demographic changes will occur 

simultaneously and some will have offsetting effects on the demand for canned fruits and 

vegetables. For example, a wealthier and older population is likely to spend more on canned 

fruits and vegetables. However, growth in the Hispanic population, who tend to spend less on 

canned produce than the rest of the population, may head demand for canned produce in the 

opposite direction. Consequently, it is difficult to predict the future demand for canned fruits and 

vegetables. However, if the trends shown in the food availability data prevail in the future, total 

per capita consumption of fruits and vegetables will continue to increase and the canned share of 

fruits and vegetables will continue to decline. 

How Was the Study Conducted? 

The report is based on data from: 

1. ERS Food Availability Data System (see www.ers.usda.gov/Data/FoodConsumption/), 

the only source of time-series data on the food available for human consumption in the 

United States. The data system provides proxies for actual consumption. The data for 

fruits and vegetables are presented in various product forms, including fresh and canned. 

In this report, ERS analyzes the amounts and shares of fruits and vegetables available for 

consumption, by product form, as well as the type of canned fruits and vegetables for 

1970-2005. (See Appendix Al for further information on the Food Availability Data 

System.) 

2. U.S. Department of Labor Bureau of Labor Statistics' Consumer Expenditure Survey 

(CEX) conducted in 2004 (www.bls.gov/cex). The CEX's Diary Survey contains data on 

lV 



food expenditure for two consecutive weeks. In addition to reporting expenditure, 

respondents also report data on income, social, and demographic characteristics. The 

CEX data were used to estimate per-capita spending on various food and non-food items 

by income, social, and demographic characteristics of the U.S. population. (See 

Appendix A2 for more information.) 

3. USDA Continuing Survey of Food Intakes by Individuals (CSFII) (see 

www.ars.usda.gov/Services/docs.htm?docid=l5044) conducted in 1994-96 and 1998. 

ERS used these data to describe who eats selected fruits and vegetables, the amount 

eaten, and where fruits and vegetables are eaten. These studies were reviewed and 

relevant findings on the consumption of canned fruits and vegetables are summarized 

here. The CSFII data are dated. But more recent data cannot, at this time, be used to 

estimate the amount of produce consumed because the programming and data are not 

available to translate food consumption information back into commodity ingredients. A 

food and commodity translation database is under development to fill this research need. 

(See Appendix A3 for a further discussion.) 
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General Background 

The Senate Report 110-134 accompanying S. 1859, the 2008 the Agriculture Appropriations 

Bill, requested that the Economic Research Service prepare and publish a report regarding 

consumer perceptions and consumption of canned fruits and vegetables. Here, "canned" refers 

to traditional airtight shelf-stable metal cans and containers as well as other newer and 

increasingly popular types of airtight containers, such as single-serving plastic cups. Although 

ERS has not directly studied consumer perceptions of canned fruits and vegetables, consumer 

perceptions are reflected by market behavior as indicated by consumption trends over time and 

across demographic groups. In this report, ERS presents results on canned fruit and vegetable 

consumption from three data sources. 

The United States is among the world's top producers of fruits and vegetables. In 2006, the 

United States produced 57 billion pounds of fruit and 126.7 billion pounds of vegetables. Most 

domestically produced fruits and vegetables are consumed in the United States but the share that 

is exported is growing. Increased promotion of U.S. fruits and vegetables directed at overseas 

markets, through efforts such as the USDA's Market Access Program ( 

http://www.fas.usda.gov/mos/programs/map.asp ), has likely helped boost foreign sales, 

particularly to Canada, the largest foreign buyer of U.S. fruits and vegetables. While growth in 

U.S. fruit exports has been strong, the United States remains a net fruit importer. In 2006, 92 

billion pounds of fruit and 129.9 billion pounds of vegetables were available for consumption in 

the United States when accounting for domestic production, exports, imports, feed and seed use, 

shrinkage in storage, and beginning and ending stocks (fig. 1 ). 
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U.S. fruit and vegetable imports grew during the last two decades and through the 2000s, due in 

part to the growing population in the United States and the increased demand for new products, 

such as fruit in single-serving plastic cups. Not only have imports expanded for commodities 

already produced domestically, creating competition for U.S. producers, but imports have also 

increased for new items, such as the less traditional types of tropical fruit. In 2006, the United 

States was the world's largest importer of canned fruit mixtures, accounting for 38 percent of 

such imports (US ITC, 2007). In some cases, U.S. produce is exported in institutional-size metal 

cans, repackaged into plastic cups or jars in another country, and then imported back to the 

United States in the form ofready-to-eat products. An example is U.S. canned peach exports to 

Thailand (USITC, 2007). 

Fresh and processed fruits and vegetables are distributed through both retail (e.g., mainly grocery 

chains) and institutional channels (e.g., hospitals, hotels, prisons, schools, and other foodservice 

outlets). A large portion of canned peaches, pears, and fruit mixtures is sold to institutional 

buyers, typically in large containers that are lower priced per pound (US ITC, 2007). At retail, 
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canned fruits and vegetables are typically sold in smaller containers, such as 4-ounce plastic cups 

or 8-ounce metal cans. Fruits and vegetables, both fresh and processed, are also purchased by the 

government, such as for USDA's school nutrition programs. 

Data on sales of fruits and vegetables to restaurants and other foodservice outlets are not 

available but data does exist for retail sales. The 2006 Consumer Expenditures Study estimated 

total retail sales in supermarkets and mass supercenters for food categories with annual sales 

over $10 million (Progressive Grocer, 2007).1 Sales at these outlets were estimated at $60.3 

billion for fresh produce, $15. 8 billion for refrigerated and shelf-stable juice/drinks, $6.4 billion 

for canned fruits and vegetables, $4.9 billion for frozen fruit juice and vegetables, and $1.8 

billion for dried fruit (fig. 2).2 Data are unavailable on the value of fruits and vegetables used in 

mixed, prepared foods like frozen entrees. 

!:La' ll.L• --

1"The Consumer Expenditures Study is based on data collected by The Nielsen Company for UPC-coded products, 
as well as sales estimates made by Progressive Grocer's research department for non-tracked categories in 
perishables and general merchandise" (Progressive Grocer, 2008). 
2 Juice/drinks were most ly fruit products but included a relatively small amount of vegetable juice, nonalcoholic 
wine, and clam juice. The data were aggregated so that ERS could not exclude these products. 
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Consumption Trends for Fruits and Vegetables 

The authors used the estimated amounts of canned fruits and vegetables available for 

consumption in the United States as proxies for actual consumption (see Appendix Al for further 

explanation of the data used from the ERS Food Availability Data System). 

Canned Fruit Make Up a Declining Share of Total Fruit 

Although the total amount of fruit available for consumption rose 13 percent between 1970 and 

2005, the share of canned fruit out of total fruit fell from 11 percent to 6 percent. 3 Fresh fruit and 

juice consistently tallied higher shares than canned fruit though canned fruit maintained a higher 

share than dried and frozen fruit. 
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3 Meanwhile, the shares for fruit in fresh, frozen, and juice forms increased between 1970 and 2005. The share of 
fresh fruit increased the most from 42 to 46 percent. The juice and frozen fruit shares increased by less than 1 
percent over this time period and the dried fruit share fell by less than 1 percent. When only looking at total 
processed fruit, the canned share of total fruit fell from 19 percent in 1970 to 11 percent in 2005 (not shown). 
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Estimated Consumption of Most Types of Canned Fruits Declined 

We use a different data series in the system, the Loss-Adjusted Food Availability Data, when 

analyzing among the different varieties of canned fruit and vegetables. This series accounts for 

the amount of food lost at the market and consumer levels (e.g., plate waste and spoilage) in 

order to obtain a closer approximation of what Americans, on average, consume over time on an 

annual and daily basis. The estimated amount of canned fruit consumed, per capita, decreased 

35 percent between 1970 and 2005. All canned fruit covered in the data decreased during this 

time period, except for canned olives, which increased by almost fifty percent. Most of the 

growth in olives is from the increased demand for olives in foodservice channels, such as pizza 

and fast food chains, restaurants, and hotels, particularly since the 1990s.4 One reason for declines 

in the other canned fruit is that some consumers switched to fresh fruit or other types of 

processed fruit (e.g., juice ). 5 

Canned apples and applesauce were the most popular canned fruit in 2005, followed by peaches 

and pineapples. Although these three fruits decreased since 1970, they each maintained over a 20 

percent share of total canned fruit. 

4 The sharp growth in per capita canned olive consumption in the U.S. between 1970 and 2005 may be attributed to 
the large increase in both domestic production and imports. Domestic production averaged 71.5 million pounds 
( 197 0171-197 2/7 3) and imports averaged 95. 8 million pounds. For the period 2003/04-2005/06 domestic production 
averaged 224.9 million pounds and imports averaged 194.3. Spain is our largest supplier of imported canned olives. 
5 For example, between 197 0 and 2005, fresh pear availability rose from 1.1 pounds per capita to 1 . 8 pounds and 
fresh pineapples rose from .2 pounds to 1.3 pounds while the amounts of canned pears and pineapples fell. 
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Canned Vegetables Make Up a Declining Share of Total Vegetables 

Between 1970 and 2005, the total availability of vegetables increased by 23 percent and the 

availability of canned vegetables rose 5 percent. Canned vegetables appear to have been both 

partially replaced by and supplemented with an increasing amount of fresh and frozen 

vegetables. As a result, the share of canned vegetables out of total vegetables fell from 30 

percent to 25 percent.6 

During this time period, there was little change in the relative ranking of fresh and processed 

forms of vegetables. Fresh vegetables consistently made up the highest share of total vegetables. 

For fruit, juicemaking is the most important type of processing in terms of pounds per year. For 

vegetables, canning is the most important type of processing, followed by freezing. 

n gurt,, PerC1~tl v.getitOll¥1 Ut>Mlt,'(rl1 
~-·'ll.'•lgl1t eotwunt17 -1ift 

-~ 

~ . 
~ 

.,i=-~-~---~ -·-=.,,~~==-~~:::_---

6Between 1970 and 2005, the share of frozen vegetables rose from 13 percent to 18 percent while the shares of the 
other three categories remained relatively constant. Fresh vegetables rose 2 percentage points from 46 percent to 48 
percent. The canned share of vegetables out of total processed vegetables fell from 55 percent in 1970 to 49 percent 
in 2005 (not shown). 
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The Lion's Share of Canned Vegetables are Canned Tomatoes 

Once again we used the Loss-Adjusted Food Availability data when estimating consumption 

among the different varieties of canned vegetables. Estimated consumption of canned vegetables 

increased by 3 percent between 1970 and 2005, unlike canned fruit, which declined in that time 

period. Most types of canned vegetables covered in the database decreased between 1970 and 

2005 except for canned tomatoes, canned mushrooms, and "other canned" vegetables. 

The rise in canned tomatoes added to that vegetable's already dominant share of total canned 

vegetables. In 2005, the amount of canned tomatoes available for consumption was almost five 

times higher than the second-ranked canned vegetable, sweet com. Canned tomatoes include a 

wide range of products, such as tomato paste, diced tomatoes, and pasta sauce. 
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Economic Factors Determining Consumer Demand 

Americans can now choose among a wider selection of fruits and vegetables year-round than in 

the past. In 1998, the typical U.S. grocery store carried 345 produce items, compared with 173 in 

1987 (Calvin et al., 2001). International trade has helped overcome supply gaps due to 

seasonality.7 Imports also provide U.S. consumers with a larger variety of horticultural products, 

particularly tropical fruits that cannot be profitably grown in the States. Some of the newer items 

available to consumers include imported tomato varieties and exotic imports like passion fruit. 

Demand for convenience, such as for single-serving containers of fruit, has also resulted in a 

wider array of products available for sale, many of which are from foreign suppliers. In general, 

increased fruit and vegetable availability could potentially increase the demand for canned 

produce (see Box 1, "Major Trends and Factors Potentially Affecting the Demand for Canned 

Fruits and Vegetables"). Processed fruits and vegetables spoil less and tend to have lower 

handling and transportation costs than fresh versions, thus expanding the reach of geographical 

markets (Huang, 2004). 

Box 1. Major Trends and Factors Potentially Affecting the Demand for Canned Fruits and 
Vegetables 

Trend/factor 

t Availability of fruits and vegetables (variety, quality) 

.J., Price of fruits and vegetables 

t Increased awareness of nutritional 

benefits of fruits and vegetables 

t Eating away from home 

t .J., Demographic determinants 

Potential direction for demand 

t 

t 

t 

.J., (except for some types like 

canned refried beans) 

7The United States harvests many kinds of fruits and vegetables for domestic consumption and export during the 
late summer and early fall. The United States then imports these products from other countries during the remaining 
months when they are not domestically produced. However, imports can compete with storable U.S. commodities, 
such as fresh apples and pears, and canned fruit and vegetables. 
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Source: ERS, March 24, 2008. 

International trade has generally lowered prices for many fruits and vegetables and this may 

increase the demand for these products, including canned versions. International trade has also 

helped smooth price fluctuations, such as through year-round marketing agreements between 

wholesalers and retailers. New produce varieties that handle different climates, locations, and 

pest conditions as well as advances in production, transportation, and handling methods have 

also played a role in increasing produce availability, maintaining quality, and lowering prices. 

Undoubtedly, relative prices of processed fruits and vegetables play a role in which foods 

consumers purchase. The increase in imported canned fruits and vegetables, new forms of these 

products, and private-label supplies of traditional canned products has changed the price 

relationships between products and brands, often diminishing the competitiveness of U.S. 

canners in the domestic market (USITC, 2007). However, the recent changes in exchange rates 

have increased the cost of imported produce and made U.S. produce exports more competitive, 

particularly for more heavily traded types of produce. Exports of canned fruits and vegetables 

may also increase due to the weakened U.S. dollar. 

Encouraging Americans to eat more fruits and vegetables has been a central theme of Federal 

dietary guidance for the past two decades, in part due to the growing evidence of the health 

benefits associated with fruit and vegetable consumption. A higher level of education together 

with an increase in dietary-information campaigns has equipped U.S. consumers with better 

dietary knowledge and, hence, promoted increased consumption of fruits and vegetables (Lin et 

al., 2003). One might expect that consumption of all forms of fruits and vegetables, including 

canned, would increase with greater awareness of the importance of those products in healthy 

diets.8 

One of the major dietary trends in the United States is the growing appetite for eating out. In 

1970, 26 percent of all food expenditures was spent on food away from home; by 2005, that 

share rose to 41 percent. A number of factors have contributed to the trend of increased dining 

8 There appears to be no published study on the effect of dietary knowledge on the consumption of canned fruits and 
vegetables. However, substantiated health claims appear to have helped increase consumption of some fruit and 
vegetable products, as well as other foods. 
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out, including a larger share of women employed outside the home, more two-earner households, 

higher incomes, more affordable and convenient fast-food outlets, increased advertising and 

promotion by large foodservice chains, and the smaller size of American households. 

Continuation of these economic and demographic trends is expected to keep boosting 

Americans' preference for eating out. It is not expected that this trend will result in any notable 

increases in demand for all canned fruits and vegetables, though there may be a few exceptions, 

such as for canned refried beans, which are already mostly consumed away from home. 

Changing economic, social, and demographic characteristics also play a role in shaping 

consumer preferences for fruits and vegetables, including canned versions. The next section 

looks at a sample of these characteristics (income, race and ethnicity, region, and age) and 

consumption of canned fruits and vegetables. 
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Spending on Fruits and Vegetables 

In this report, per-capita spending on canned fruits and vegetables was estimated by using data 

from the Bureau of Labor Statistics' (BLS) 2004 Consumer Expenditure Survey (see Appendix 

A2 for a discussion about the survey). This section summarizes the differences in per capita 

spending by selected social and demographic factors. 

High-income households spend more on canned fruits and vegetables 

Households are classified into three income groups using the Federal poverty guidelines.09 High

income households tend to spend more on canned fruits and vegetables. Spending on canned 

fruits and vegetables is similar between low- and middle-income groups-the differences are not 

statistically significant. 

09The low-income group has income not exceeding 185 percent of the poverty level, the high-income group has 
income exceeding 300 percent of the poverty level, and the middle-income group has income falling between 185 
and 300 percent of the poverty level. 
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Hispanics spend the least on canned fruits; Blacks spend the most on canned vegetables 

Per capita spending on canned fruits and canned vegetables varies greatly by race and ethnicity. 

In 2004, Hispanics spent the least on canned fruits, and individuals of "other races" spent the 

most. Asians spent the least on canned vegetables and Blacks spent the most. 
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Individuals living in the South tend to spend more on canned vegetables 

There were regional differences in per capita spending on canned fruits and canned vegetables in 

2004. Individuals living in the Northeast spent the least on canned fruits while individuals in the 

Midwest spent the most. Individuals living in the West spent the least on canned vegetables 

while individuals in the South spent the most. 

~-------
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Spending on canned fruits and vegetables rises with the age of household head 

Total fruit and vegetable consumption has risen with age in the United States. Young households 

(head is younger than 40) spent the least on canned fruits, compared with households headed by 

those aged 40-64 and the oldest households (head is 65 or older). Young households also spent 

the least on canned vegetables. 

Iii ·== ---
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Presence of children lowers spending on canned produce 

Consistent with the results on age of household head, households with children (age 18 or 

younger) tend to spend less on canned produce. In 2004, households with children spent less on 

canned fruits and vegetables than households without children. These findings could also reflect 

the fact that per capita food spending for children is less than for adults. 

------ --
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Presence of senior increases spending on canned produce 

In 2004, households with one or more adults aged 65 or over (i.e., "a senior") spent more on 

canned fruits and vegetables than households without a senior. 

~------
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Demographic Characteristics: Who Eats What, When, and Where 

The Bureau of Labor Statistics (BLS) data tell us the spending patterns on canned produce by 

economic, social, and demographic characteristics. Prices of canned produce vary greatly by the 

type of produce as well as by product attributes, such as packaging. Therefore, spending more on 

canned produce may not necessarily mean that a greater quantity of canned produce was 

purchased. 

Data from USDA's food consumption surveys can be used to estimate the amount of canned 

produce consumed by Americans in different social and demographic groups. Since 2000, ERS 

researchers have conducted a series of studies combining survey data with availability data to 

describe who eats produce, how much is eaten, and where it is eaten. These studies were based 

on 1994-96 and 1998 data. Even though more recent food consumption data have been collected, 

the recent data cannot be used to estimate the amount of produce consumed (see Appendix A-3 

for an explanation and description of the data). 

This section highlights findings from 20 ERS published studies pertaining to specific canned 

fruits and vegetables. Although these findings don't give us a comprehensive story about all 

types of produce, they provide anecdotal evidence about individual types of fruits and 

vegetables. These findings show the choices made in the market place and this information 

reveals consumer preferences, which vary by the type of produce and by product form. That is, 

purchase decisions for individual commodities are based on income, age, and other demographic 

factors. However, purchase decisions can also be based on relative prices, availability, and 

convenience of the different forms (e.g., baby carrots versus canned carrots). Detailed tables and 

publications are available upon request from Biing-Hwan Lin (blin@ers.usda.gov). 

Apples 

• Children under the age of 5 eat more applesauce than older children and adults. 

• By a substantial margin, Whites consume more applesauce than other individuals. 

• Applesauce consumption rose with income. 
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Tomatoes 

• Most processed tomatoes are consumed at home, except ketchup. 

• Fast food restaurants account for 34 percent of ketchup use and restaurants with waiter 

service account for 15 percent. 

• Individuals living in the western region eat more tomato sauce and less tomato paste than 

individuals living in other parts of the United States. The western region accounts for 22 

percent of the U.S. population and consumes 25.6 percent of tomato sauce and 20.9 

percent of tomato paste. 

• Relative to other Americans, Blacks have a preference for ketchup but do not favor 

tomato juice. Blacks account for 12.6 percent of the U.S. population and consume 14.6 

percent of ketchup and 5.8 percent of tomato juice.00 

Sweetcorn 

• Sweet corn consumption, on a fresh-equivalent basis, was evenly divided among fresh, 

frozen, and canned. 

• Foodservice uses a larger percentage of frozen and canned sweet com than fresh sweet 

com. The use of prepared frozen and canned corn products is heavily favored in the food 

service industry to reduce labor costs. 

Snap beans 

• Consumption of canned snap beans (i.e., green or long beans) is greatest among older 

Americans (age 60 and above) and weakest among teenagers. 

Cucumbers 

• The preference for fresh and pickled cucumbers varies by age. 

• Men aged 20 to 59 are the largest consumers of pickles, accounting for 27 percent of the 

U.S. population but consuming 39 percent of pickled cucumbers. 

• Seniors consume below the average amount of pickles, likely reflecting their desire to 

reduce sodium intake. 

00 The population estimate for Blacks in the 1994-96 survey is from the 1990 Census. 

18 



Carrots 

• Most processed carrots are consumed at home rather than away from home. 

• An estimated 1.55 pounds of fresh-equivalent canned carrots are consumed per capita in 

2006, and 86 percent of this amount is consumed at home. 

• Restaurants with waiter service account for 7 percent of canned carrot use, followed by 3 

percent at school cafeterias. 

• At home, individuals living in the southern region consume more canned carrots per 

capita than individuals in other regions. 

• Per capita consumption of canned carrots declines with income and education. 

• In 2005, Whites ate more canned carrots at home by a substantial margin than Hispanics, 

Blacks, and Asians (fig. 11 ). 

Figure 11. Annual Per Capita Consumption of Canned Carrots by Race 

Pounds per capita per year, fresh equiv. weight 

1.43 

0.77 0.8 
-

0 . .57 
-

0.31 

n 
Whites Blacks Hispanics Asians Others 

Source: Consumption patterns depicted in 1"3"34-% and 1"3"38 are used with 2005 food 
availability data to show 2005 consumption by race. 

1.23 
-

All 

ut 2 pounds fresh 

"ndividuals living in 

,.th 12 percent of total 

• At-home consumption accounts for 90 percent of canned spinach use. 

• Canned spinach is favored by older people, those living in the South and West, and those 

1i ving in rural areas. 

Dry beans 

• Canned refried pinto beans are distinctly different from other dry beans in terms of where 
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they are consumed. About 77 percent of all dry beans are consumed at home, whereas 71 

percent of canned refried pinto beans are consumed away from home, mostly at fast food 

outlets (fig. 12). 

• Refried pinto bean consumption rises with age and then drops sharply among seniors, 

reflecting that fact that older Americans are less likely to eat out. 

• Canned refried pinto beans are favored by Hispanics, especially Mexican Americans . ., __ _ 

Future Trends 

How Demographic Shifts May Influence Future Food Choices 

The U.S. population is expected to continue to increase, with changes occurring in the number of 

people in different economic, social, and demographic groups. The U.S. population is expected 

to become wealthier, older, better educated, and more ethnically diverse in the long run. In 

particular, the racial and ethnic landscape of the U.S. population is undergoing dramatic changes.01 

Two growing groups, Hispanics and Asians, spent the least on canned produce in 2004, whereas 

01 According to the population projections by the U.S. Census Bureau, the White population will decline to 72 
percent by 2050, Blacks will increase to 14.6 percent, Asians will more than double to 8 percent, and "all other races 
will be 5.3 percent. Hispanics (of any race) will almost double to 24.4 percent. 
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Whites spent relatively more on canned produce. If these spending patterns continue into the 

future, the changing demographic landscape suggests a declining spending on canned produce, 

on a per capita basis. However, with a larger population, the total spending on canned produce in 

the United States can still increase despite decreased per capita spending. An in-depth analysis is 

needed to gauge the effects of changing race and ethnic makeup on the future consumption of 

canned produce. 

Americans are getting older, and that aging trend is expected to boost spending on canned 

produce. Americans are also getting wealthier in the long run, and it has been well-documented 

that as household income rises, food spending will rise as well. 02 BLS data indicate that spending 

on both canned fruits and canned vegetables rises with income. Therefore we would expect per 

capita consumption of canned fruits and vegetables to increase with rising income and the 

graying of the U.S. population in the long run. 

The American appetite for eating out is also expected to continue growing. Consequently, we 

expect these changes to affect per capita consumption of fruits and vegetables, by type and 

processed form. For example, the current demand for canned refried pinto beans, ketchup, and 

canned sweet com in the foodservice industry may increase if this trend prevails. 

ERS studies of canned produce consumption have not used the more recent survey data because 

a technical database and programming to convert the amount of foods to their equivalent 

commodity components have not yet been developed. ERS is currently working with USDA's 

Agricultural Research Service (ARS) to fill this data void in order to continue estimating the type 

and amount of food commodities Americans eat and where they are eaten. 

Where Will Markets Head in the Future? 

Many economic, social, and demographic changes will occur simultaneously. Some will have 

offsetting effects on the demand for canned fruits and vegetables, making it difficult to predict 

02 Given current events, such as declining housing prices and rising energy costs, households may not be considered 
as becoming wealthier in the short term. Our analysis takes the long run approach whereby households have 
become wealthier in general over time. 
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the future demand for these products. However, ifthe trends shown in the food availability data 

prevail in the future, total per capita consumption of fruits and vegetables would continue to 

increase and the canned share of fruits and vegetables would continue to decline (fig. 13). Most 

of this expected increase in total fruits and vegetables will likely be due to increases in non

canned fruits and vegetables. 

:~ 
- · .. 
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Appendix A: Sources of Data 

Al. The Food Availability Data System 

The Food Availability data represent the food supply, or the disappearance of food into the food 

marketing system. In the Food Availability Data System, food available for domestic 

consumption is calculated as a residual. That is, for a given year, the total supply is the sum of 

production, imports, and beginning inventories; from this amount, exports, farm and industrial 

uses, and ending stocks are subtracted, leaving domestic consumption as a residual. USDA 

collects these data directly from producers, distributors, and government (e.g., for international 

trade data) using techniques that vary by commodity. These data are not collected from 

individual consumers, and thus provide an alternative to using consumer surveys to examine 

food consumption trends.03 Per capita estimates are calculated by dividing the total annual 

availability for a commodity by the U.S. population for that year. The data measure the food 

supply of over two-hundred food commodities, such as beef, fresh apples, and eggs. 

ERS manages and disseminates the Food Availability data within the Food Availability Data 

System posted on the ERS website. ERS is the only official source of time series data on the 

food available for human consumption in the country. Accordingly, the data play a key role in 

monitoring the potential of the food supply to meet the nutritional needs of Americans and to 

examine historical consumption trends. Although the Food Availability data series does not 

directly measure actual quantities ingested, it provides an indication of whether Americans, on 

average, are consuming more or less of various foods over time. In this report, we use this data 

series to compare the amount and share of fruits and vegetables that are available fresh or in the 

different forms of processing (e.g., canned, frozen, juice, and dried) and how these estimates 

have changed between 1970 and 2005.04 

In terms of pounds, the total availability of fruit (farm weight) rose 13 percent from 240. 7 
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pounds per capita in 1970 to 272.4 pounds in 2005 (table Al).05 Of this amount, the total 

availability of fruit for canning fell from 26.3 pounds per capita in 1970 to 16.7 pounds in 2005 

(a 37 percent decrease). 

05These estimates are in terms of Jann weight, which is the weight of a commodity as measured on the farm before 
further conditioning and processing. The farm weight is essentially the same as the fresh-weight equivalent, which is 
the weight of processed fruits and vegetables converted to an equivalent weight of the fresh produce. 
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Table A1. Fruit by Type of Processing (Farm Weight): Per Capita Availability, 

1970-2005 

Year 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

Fresh 1 

100.8 

100.7 

94.4 

96.7 

96.1 

101.3 

102.0 

99.6 

103.5 

99.7 

106.2 

103.2 

107.8 

110.5 

112.4 

110.5 

118.4 

121.0 

121.2 

122.7 

116.6 

112.6 

123.8 

122.8 

124.9 

123.1 

126.2 

129.8 

128.9 

130.0 

128.4 

125.7 

126.6 

127.9 

127.6 

125.7 

Canning2 

26.3 

26.7 

24.2 

24.6 

24.1 

23.6 

23.5 

24.5 

24.1 

25.0 

24.6 

21.0 

22.1 

20.1 

19.7 

20.9 

21.1 

21.0 

20.8 

21.5 

21.0 

19.7 

22.8 

20.5 

20.7 

17.3 

18.5 

20.1 

17.0 

19.2 

17.5 

17.6 

16.7 

17.2 

16.9 

16.7 

Freezing3 

3.9 

4.0 

4.0 

4.1 

3.3 

3.6 

3.4 

3.3 

3.7 

3.1 

3.3 

3.0 

3.3 

3.3 

3.4 

3.5 

4.1 

4.1 

4.0 

4.6 

4.3 

4.2 

4.6 

4.4 

4.4 

5.2 

4.7 

4.3 

4.5 

5.0 

4.2 

7.1 

4.1 

5.5 

4.9 

5.4 

Processing 

Dried4 

Pounds 

9.8 

9.8 

7.2 

10.1 

9.6 

10.2 

13.4 

9.8 

8.5 

10.0 

11.2 

9.6 

12.0 

11.7 

12.7 

12.8 

11.5 

12.0 

14.9 

13.2 

12.1 

12.2 

10.7 

12.5 

12.7 

12.6 

11.1 

10.6 

12.1 

10.1 

10.4 

9.8 

10.4 

9.9 

9.3 

10.3 
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Juice 5 

99.3 

103.9 

99.6 

101.7 

108.1 

119.4 

129.0 

115.4 

113.1 

114.5 

123.7 

115.4 

132.7 

117.5 

120.7 

123.3 

121.3 

115.8 

117.2 

98.6 

119.0 

105.7 

119.8 

119.4 

118.2 

125.1 

124.5 

128.2 

121.4 

125.0 

127.4 

110.9 

114.9 

120.1 

112.1 

113.8 

Total 

processed 

fruit6 

139.9 

145.0 

135.6 

141.1 

146.0 

157.2 

169.7 

153.6 

150.3 

153.1 

163.5 

149.4 

170.5 

153.0 

156.9 

160.8 

158.3 

153.3 

157.2 

138.2 

156.5 

142.2 

158.5 

157.1 

156.5 

160.6 

159.0 

163.8 

155.4 

159.9 

159.9 

145.7 

146.3 

153.0 

143.6 

146.7 

Total fruit6 

240.7 

245.7 

229.9 

237.8 

242.1 

258.4 

271.6 

253.2 

253.8 

252.8 

269.7 

252.6 

278.3 

263.4 

269.4 

271.3 

276.6 

274.3 

278.5 

260.9 

273.1 

254.7 

282.3 

280.0 

281.4 

283.7 

285.3 

293.6 

284.2 

289.9 

288.3 

271.3 

272.9 

280.9 

271.2 

272.4 



1 Includes apples, apricots, avocados, bananas, cherries, cantaloup, cranberries, grapes, grapefruit, honeydew, kiwifruit, 

lemons, limes, mangoes, nectarines, oranges, papayas, peaches, pears, pineapples, plums, prunes, strawberries, 

tangelos, tangerines, temples, and watermelon. ' Includes apples, applesauce, apricots, cherries, olives, peaches, pears, 

pineapples, plums, and prunes. 'Includes apples, apricots, blackberries, blueberries, boysenberries, cherries, 

loganberries, peaches, plums, loganberries, peaches, plums, prunes, raspberries, strawberries, and other miscellaneous 

fruit and berries. ' Includes apples, apricots, dates, figs, peaches, pears, prunes, and raisins. 51ncludes apple, cranberry, 

grape, grapefruit, lemon, lime, orange, 'pineapple, and prune juice. 6Computed from unrounded data. 

Source: USDA/ERS Food Availability Data, last updated Feb. 15, 2007. 
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In terms of pounds, the annual per capita availability of vegetables increased 23 percent from 

336.8 pounds per capita in 1970 to 414.6 pounds in 2005 (table A2). A small part of this increase 

was due to the 5 percent increase in the availability of vegetables for canning (farm weight), 

which rose from 100.6 pounds per capita in 1970 to 105.5 pounds in 2005. Increases in fresh and 

frozen vegetables accounted for more than 90 percent of the increase in total vegetables. 
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Table A2. Vegetables by Type of Processing (Farm Weight): Per Capita Availability, 

1970-2005 

Year 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

Fresh1 

154.3 

148.0 

151.3 

148.0 

145.9 

148.8 

148.1 

148.6 

143.4 

148.5 

151.4 

145.1 

150.9 

151.3 

156.6 

158.6 

158.6 

165.2 

170.3 

175.6 

170.2 

170.3 

173.9 

180.7 

186.5 

180.9 

185.9 

190.4 

185.7 

192.3 

198.7 

195.6 

194.7 

199.2 

200.3 

197.1 

Canning2 

100.6 

107.8 

104.5 

98.2 

99.3 

98.0 

103.4 

101.6 

96.6 

100.6 

102.5 

96.9 

95.1 

96.4 

102.6 

99.2 

99.5 

98.9 

94.6 

101.8 

110.6 

112.6 

110.6 

110.1 

109.8 

108.0 

106.3 

105.4 

105.3 

102.8 

103.2 

97.3 

100.7 

101.5 

103.4 

105.5 

Freezing3 

43.8 

45.4 

45.4 

50.6 

51.3 

52.8 

57.8 

59.4 

58.9 

55.5 

51.5 

58.2 

54.4 

55.8 

62.7 

64.5 

64.4 

67.0 

64.2 

67.4 

66.8 

72.4 

70.5 

75.3 

77.5 

78.8 

83.3 

80.0 

80.3 

80.8 

79.3 

78.6 

76.7 

78.3 

78.2 

75.0 

Processing 

Dried4 

Pounds 

13.2 

13.8 

13.3 

14.3 

16.1 

16.7 

17.1 

12.7 

13.4 

13.1 

10.5 

11. 7 

12.4 

11.6 

11.8 

12.8 

12.8 

12.3 

12.1 

12.4 

14.6 

15.4 

14.3 

15.7 

14.2 

14.5 

17.5 

16.4 

17.6 

14.7 

17.3 

15.8 

15.8 

17.3 

15.3 

14.1 

Potatoes 

for 

chips 

17.4 

17.2 

16.7 

16.3 

15.7 

15.5 

15.8 

16.2 

16.5 

16.7 

16.5 

16.6 

17.0 

17.8 

18.0 

17.6 

18.1 

17.6 

17.1 

17.4 

16.4 

17.3 

17.1 

17.7 

16.5 

16.4 

16.4 

15.5 

14.7 

15.9 

15.9 

17.6 

16.5 

17.3 

16.5 

16.0 
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Legumes5 

7.5 

7.5 

6.7 

7.9 

6.2 

7.2 

6.9 

6.8 

5.7 

6.9 

5.9 

5.9 

6.8 

6.9 

5.5 

7.6 

7.3 

5.7 

7.5 

6.3 

7.2 

7.9 

8.4 

7.6 

8.2 

8.4 

8.1 

8.3 

8.1 

8.4 

8.5 

7.7 

7.5 

7.3 

6.7 

6.9 

Total 

processed 

vegetables6 

182.5 

191.6 

186.7 

187.3 

188.5 

190.1 

201.0 

196.8 

191.1 

192.8 

187.0 

189.4 

185.7 

188.6 

200.6 

201.7 

202.2 

201.5 

195.5 

205.3 

215.5 

225.6 

220.8 

226.4 

226.2 

226.2 

231.6 

225.5 

226.0 

222.6 

224.1 

217.0 

217.1 

221.6 

220.0 

217.4 

Total 

vege-

tables6 

336.8 

339.6 

337.9 

335.3 

334.4 

338.9 

349.1 

345.3 

334.5 

341.2 

338.4 

334.4 

336.6 

339.9 

357.1 

360.2 

360.8 

366.7 

365.9 

380.9 

385.7 

395.9 

394.8 

407.1 

412.7 

407.2 

417.5 

416.0 

411.8 

414.9 

422.8 

412.6 

411.8 

420.8 

420.3 

414.6 



1 Includes artichokes, asparagus, snap beans, broccoli, cabbage, carrots, cauliflower, celery, sweet corn, cucumbers, 

eggplant, endive, escarole, garlic, head, romaine, and leaf lettuce, mushrooms, onions, bell peppers, potatoes, radishes, 

spinach, sweetpotatoes, and tomatoes. l lncludes asparagus, lima beans, snap beans, beets, cabbage, carrots, sweet 

corn, cucumbers, mushrooms, green peas, chile peppers, potatoes, spinach, 'tomatoes, and other miscellaneous 

vegetables. 'Includes asparagus, lima beans, snap beans, broccoli, carrots, cauliflower, sweet corn, green peas, 

potatoes, spinach and other miscellaneous vegetables. ' Includes potatoes and onions. 5At this time dry field peas and 

lentils are not available and therefore not included in the total legumes. 6Computed from unrounded data. 

Source: USDA/Economic Research Service. Data last updated Feb. 15, 2007. 
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The Food Availability data overstates the amount of food actually ingested by capturing 

substantial quantities of food lost to human use through waste and spoilage beyond the farm gate 

in the marketing system and the home. In order to obtain a closer approximation of what 

Americans, on average, consume over time on an annual and daily basis, a second data series, the 

Loss-Adjusted Food Availability Data, adjusts the Food Availability data for: 

1. Loss from primary (i.e., farm) to retail weight 

2. Loss from retail/institutional level to the consumer level (e.g., in supermarkets, 

megastores like Walmart, and other retail outlets) 

3. Loss at the consumer level. This includes losses for food consumed at home and away 

from home (e.g., restaurants, fastfood outlets etc.) and has two components: 

(a) "Nonedible share" of a food (e.g., asparagus stalk, apple core). Data on the 

nonedible share is from the National Nutrient Database for Standard Reference 

compiled by USDA's Agricultural Research Service. 

(b) "Cooking loss and uneaten food such as plate waste" from the edible share. 

The goal of accounting for these three general types of losses is that the Loss-Adjusted Food 

Availability data will more closely approximate actual food intake. In addition to estimates of 

per capita consumption, the data are presented in two forms: 

1. the number of calories available per capita per day, and 

2. the number of My Pyramid equivalents available per capita per day which can be used to 

compare with dietary recommendations for the U.S. population (e.g., Buzby et al., 2007). 

Figure Al illustrates the multistage process that takes the per capita annual estimates for canned 

sweet com from the farm to the table. 
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Each commodity in the Loss-Adjusted Food Availability data has a spreadsheet posted on the 

ERS website that provides the loss assumptions currently used by ERS (see 

http://www.ers.usda.gov/Data/FoodConsumption/FoodGuidelndex.htm). Additionally, each fruit 

and vegetable has a separate spreadsheet for each product form. For example, apples have 

spreadsheets for fresh, frozen, dehydrated/dried, and canned apples as well as a spreadsheet for 

apples processed into juice. Vegetables do not have tables for juice but have tables for legumes 

and potatoes processed into chips. The Loss-Adjusted Food Availability data for canned fruits 

and vegetables are provided in tables 1 and 2 of this report. 

It is important to note that like the core Food Availability data, this data series is based on the 

food that is available for consumption and does not represent data from consumer surveys.06 

Traditionally, ERS uses the Loss-Adjusted Food Availability Data series to track the dietary 

status of Americans as compared with Federal dietary recommendations. In this report, however, 

ERS uses the data to estimate how much of the different kinds of canned fruits and vegetables 

Americans are consuming over time. 

06Most consumer surveys of dietary intake cover one or a few years of consumption and most are not nationally 
representative of the U.S. population. Moreover, time series data on actual consumption by Americans are lacking. 
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A2. Consumer Expenditure Survey 

The Bureau of Labor Statistics conducts the Consumer Expenditure Survey (CEX) and a major 

objective of the survey is to collect information necessary to construct the Consumer Price 

Indices. The CEX features two components, each with its own questionnaire and sample: 

I. a quarterly interview panel survey in which each of approximately I I,000 households is 

surveyed every 3 months over a I-year period 

2. a weekly diary survey of approximately 7,800 households that keep an expenditure 

record for two consecutive I-week periods. The diary data from 2004 are analyzed in this 

report. 

The diary survey obtains data on small, frequently purchased items that are normally difficult to 

recall, including food and beverages, tobacco, housekeeping supplies, nonprescription drugs, 

personal care products and services, fuels, and utilities. The survey excludes expenditures 

incurred while respondents are away from home for one night or longer. In addition to reporting 

expenditure, respondents also report data on income, social, and demographic characteristics. 

Therefore, CEX data are useful to estimate per capita spending on various food and nonfood 

items by income, social, and demographic characteristics of the U.S. population. 

36 



A3. The Food Intake Data 

Since 2000, ERS researchers have developed a methodology to analyze food intake survey data 

to examine the influences of income and demographic factors on the consumption of produce 

and animal products. Over 20 analyses have been conducted to study the consumption of specific 

fruits and vegetables (e.g., apples, carrots, and potatoes ).07 These studies were mostly based on 

food intake data collected by USDA. USDA has conducted periodic surveys of household and 

individual food consumption in the United States since the 1930s. During 1994-96 and 1998, the 

Continuing Survey of Food Intakes by Individuals (CSFII, 1994-96 and 1998) was the last food 

consumption survey conducted by ARS to collect data on the type and the amount of foods eaten 

by Americans. In addition to food intake data, ARS also developed the Food Commodity Intake 

Database (FCID), which provides data on the edible amount of agricultural food commodities 

contained in each food reported eaten in CSFII. 

Besides food intake, CSFII also collects demographic information, such as household size, 

income, race, age, and gender, and information on where a food was purchased, how it was 

prepared, and where it was eaten. The data are particularly valuable for measuring the effect of 

social, economic, and demographic characteristics on food consumption. 

The 1994-96 and 1998 CSFII was the last food consumption survey conducted exclusively by 

USDA. The data have become dated. Currently, USDA is working with the Centers for Disease 

Control and Prevention to collect food consumption data as part of the National Health and 

Nutrition Examination Survey (NHANES) conducted by U.S. Department of Health and Human 

Services (CDC is part of DHHS). Work is underway to develop a Food Commodity Economic 

Database (a modified FCID database) to continue studying food and commodity consumption 

using survey data being collected since 1999. 

07 Whether or not canned products were included in these studies depended on the type of produce. The depth of 
each analysis depended on the type of publication ERS researchers used to disseminate findings. For example, 
Commodity Spotlight articles in Agricultural Outlook (this publication was later replaced by Amber Waves) were 
short and hence only highlighted selected findings. There were also a number of studies published as ERS Outlook 
Report articles, which provided more detailed description of produce consumption. These ERS publications are 
listed in the references of this report and are available on the ERS website-under "Who eats what and where" in 
http://www.ers.usda.gov/Briefing/DietOuality/whoeats.htm. In addition, some of the research findings were 
published in journals. Interested readers should contact Biing-H wan Lin (blin@ers.usda.gov) for more information. 
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Summary 

Economic Research Service researchers used USDA's food consumption survey data, Bureau of 

Labor Statistics' Consumer Expenditure Survey data, and the ERS Food Availability Data 

System to study U.S. consumption of selected fruits and vegetables with available data, including 

select canned fruits and vegetables. If current trends prevail, total fruit and vegetable availability 

will continue to increase, but canned fruits and vegetables will account for a declining share of 

that total. However, there are several divergent and offsetting forces that make it difficult to 

predict the future demand for canned produce. 

What Is the Issue? 

The Senate Report 110-134 accompanying S. 1859, the 2008 Agriculture Appropriations Bill, 

requested that the Economic Research Service prepare and publish a report regarding consumer 

perceptions and consumption of canned fruits and vegetables. 

What Did the Study Find? 

American consumers are consuming more produce, and they prefer it non-canned. Using 

food availability data as a proxy for consumption, the amount of fruit available for consumption 

rose 13 percent between 1970 and 2005, and the amount of vegetables available for consumption 

increased 23 percent. Most of these increases were for fresh fruits and vegetables. Although the 

per capita quantity of canned vegetables increased slightly, canned vegetables' share of total 

vegetables fell from 30 percent to 25 percent. Per capita availability of canned fruit decreased by 

3 7 percent, and canned fruits' share of total fruit decreased from 11 percent to 6 percent. 

Consumer spending for canned produce varies across economic and demographic groups. 

Analysis of household spending on both fresh and canned fruits and vegetables shows 

considerable variation in spending on canned produce and that spending was affected by social 

and demographic factors. Higher income households tend to spend more per capita on canned 

fruits and vegetables than do lower income households. The same holds true for households 

headed by older persons, compared with their younger counterparts. Households with children 

tend to spend relatively less on canned fruits and vegetables. Hispanic households have lower 
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expenditures on canned fruits than other ethnic groups. Asians spend the least on canned 

vegetables, while African Americans spend the most. 

Looking ahead, market trends suggest that the share of canned produce in total 

consumption will continue to decline. However, several divergent forces may affect that 

outcome. The U.S. population is expected to become wealthier, older, better educated, and more 

ethnically diverse in the long run. Many economic, social, and demographic changes will occur 

simultaneously, and some will have offsetting effects on the demand for canned fruits and 

vegetables. For example, a wealthier and older population is likely to spend more on canned 

fruits and vegetables. However, growth in the Hispanic population, who tend to spend less on 

canned produce than the rest of the population, may head demand for canned produce in the 

opposite direction. Consequently, it is difficult to predict the future demand for canned fruits 

and vegetables. However, if the trends shown in the food availability data prevail in the future, 

total per capita consumption of fruits and vegetables will continue to increase and the canned 

share of fruits and vegetables will continue to decline. 

How Was the Study Conducted? 

The report is based on data from: 

1. ERS Food Availability Data System (see www.ers.usda.gov/Data/FoodConsumption/), 

the only source of time-series data on the food available for human consumption in the 

United States. The data system provides proxies for actual consumption. The data for 

fruits and vegetables are presented in various product forms, including fresh and canned. 

In this report, ERS analyzes the amounts and shares of fruits and vegetables available for 

consumption, by product form, as well as the type of canned fruits and vegetables for 

1970-2005. (See Appendix Al for further information on the Food Availability Data 

System.) 

2. U.S. Department of Labor Bureau of Labor Statistics' Consumer Expenditure Survey 

(CEX) conducted in 2004 (www.bls.gov/cex). The CEX's Diary Survey contains data on 
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food expenditure for two consecutive weeks. In addition to reporting expenditure, 

respondents also report data on income, social, and demographic characteristics. The 

CEX data were used to estimate per-capita spending on various food and non-food items 

by income, social, and demographic characteristics of the U.S. population. (See 

Appendix A2 for more information.) 

3. USDA Continuing Survey of Food Intakes by Individuals (CSFII) (see 

www.ars.usda.gov/Services/docs.htm?docid=l5044) conducted in 1994-96 and 1998. 

ERS used these data to describe who eats selected fruits and vegetables, the amount 

eaten, and where fruits and vegetables are eaten. These studies were reviewed and 

relevant findings on the consumption of canned fruits and vegetables are summarized 

here. The CSFII data are dated. But more recent data cannot, at this time, be used to 

estimate the amount of produce consumed because the programming and data are not 

available to translate food consumption information back into commodity ingredients. A 

food and commodity translation database is under development to fill this research need. 

(See Appendix A3 for a further discussion.) 
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General Background 

The Senate Report 110-134 accompanying S. 1859, the 2008 Agriculture Appropriations Bill, 

requested that the Economic Research Service prepare and publish a report regarding consumer 

perceptions and consumption of canned fruits and vegetables. Here, "canned" refers to 

traditional airtight shelf-stable metal cans and containers as well as other newer and increasingly 

popular types of airtight containers, such as single-serving plastic cups. Although ERS has not 

directly studied consumer perceptions of canned fruits and vegetables, consumer perceptions are 

reflected by market behavior as indicated by consumption trends over time and across 

demographic groups. In this report, ERS presents results on canned fruit and vegetable 

consumption from three data sources. 

The United States is among the world's top producers of fruits and vegetables. In 2006, the 

United States produced 57 billion pounds of fruit and 126.7 billion pounds of vegetables. Most 

domestically produced fruits and vegetables are consumed in the United States but the share that 

is exported is growing. Increased promotion of U.S. fruits and vegetables directed at overseas 

markets, through efforts such as the USDA's Market Access Program ( 

http://www.fas.usda.gov/mos/programs/map.asp ), has likely helped boost foreign sales, 

particularly to Canada, the largest foreign buyer of U.S. fruits and vegetables. While growth in 

U.S. fruit exports has been strong, the United States remains a net fruit importer. In 2006, 92 

billion pounds of fruit and 129.9 billion pounds of vegetables were available for consumption in 

the United States when accounting for domestic production, exports, imports, feed and seed use, 

shrinkage in storage, and beginning and ending stocks (fig. 1 ). 
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U.S. fruit and vegetable imports grew during the last two decades and through the 2000s, due in 

part to the growing population in the United States and the increased demand for new products, 

such as fruit in single-serving plastic cups. Not only have imports expanded for commodities 

already produced domestically, creating competition for U.S. producers, but imports have also 

increased for new items, such as the less traditional types of tropical fruit. In 2006, the United 

States was the world's largest importer of canned fruit mixtures, accounting for 38 percent of 

such imports (USITC, 2007). In some cases, U.S. produce is exported in institutional-size metal 

cans, repackaged into plastic cups or jars in another country, and then imported back to the 

United States in the form ofready-to-eat products. An example is U.S. canned peach exports to 

Thailand (USITC, 2007). 

Fresh and processed fruits and vegetables are distributed through both retail (e.g., mainly grocery 

chains) and institutional channels (e.g., hospitals, hotels, prisons, schools, and other foodservice 

outlets). A large portion of canned peaches, pears, and fruit mixtures is sold to institutional 

buyers, typically in large containers that are lower priced per pound (US ITC, 2007). At retail, 
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canned fruits and vegetables are typically sold in smaller containers, such as 4-ounce plastic cups 

or 8-ounce metal cans. Fruits and vegetables, both fresh and processed, are also purchased by 

the government, such as for USDA's school nutrition programs. 

Data on sales of fruits and vegetables to restaurants and other foodservice outlets are not 

available but data does exist for retail sales. The 2006 Consumer Expenditures Study estimated 

total retail sales in supermarkets and mass supercenters for food categories with annual sales 

over $10 million (Progressive Grocer, 2007).1 Sales at these outlets were estimated at $60.3 

billion for fresh produce, $15. 8 billion for refrigerated and shelf-stable juice/drinks, $6.4 billion 

for canned fruits and vegetables, $4.9 billion for frozen fruit juice and vegetables, and $1.8 

billion for dried fruit (fig. 2).2 Data are unavailable on the value of fruits and vegetables used in 

mixed, prepared foods like frozen entrees. 

!:La' ll.L• --

1"The Consumer Expenditures Study is based on data collected by The Nielsen Company for UPC-coded products, 
as well as sales estimates made by Progressive Grocer's research department for non-tracked categories in 
perishables and general merchandise" (Progressive Grocer, 2008). 
2 Juice/drinks were most ly fruit products but included a relatively small amount of vegetable juice, nonalcoholic 
wine, and clam juice. The data were aggregated so that ERS could not exclude these products. 
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Consumption Trends for Fruits and Vegetables 

The authors used the estimated amounts of canned fruits and vegetables available for 

consumption in the United States as proxies for actual consumption (see Appendix Al for further 

explanation of the data used from the ERS Food Availability Data System). 

Canned Fruit Makes Up a Declining Share of Total Fruit 

Although the total amount of fruit available for consumption rose 13 percent between 1970 and 

2005, the share of canned fruit out of total fruit fell from 11 percent to 6 percent. 3 Fresh fruit and 

juice consistently tallied higher shares than canned fruit though canned fruit maintained a higher 

share than dried and frozen fruit. 

Rgun 3 . Porc..,i b fhJ llA nMlb l lt; (FIHIR ·.-.-1o ~11t) 
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3 Meanwhile, the shares for fruit in fresh, frozen, and juice forms increased between 1970 and 2005. The share of 
fresh fruit increased the most from 42 to 46 percent. The juice and frozen fruit shares increased by less than 1 
percent over this time period and the dried fruit share fell by less than 1 percent. When only looking at total 
processed fruit, the canned share of total fruit fell from 19 percent in 1970 to 11 percent in 2005 (not shown). 
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Estimated Consumption of Most Types of Canned Fruits Declined 

We use a different data series in the system, the Loss-Adjusted Food Availability Data, when 

analyzing among the different varieties of canned fruit and vegetables. This series accounts for 

the amount of food lost at the market and consumer levels (e.g., plate waste and spoilage) in 

order to obtain a closer approximation of what Americans, on average, consume over time on an 

annual and daily basis. The estimated amount of canned fruit consumed, per capita, decreased 

35 percent between 1970 and 2005. All canned fruit covered in the data decreased during this 

time period, except for canned olives, which increased by almost fifty percent. Most of the 

growth in olives is from the increased demand for olives in foodservice channels, such as pizza 

and fast food chains, restaurants, and hotels, particularly since the 1990s.4 One reason for 

declines in the other canned fruit is that some consumers switched to fresh fruit or other types of 

processed fruit (e.g., juice ). 5 

Canned apples and applesauce were the most popular canned fruit in 2005, followed by peaches 

and pineapples. Although these three fruits decreased since 1970, they each maintained over a 

20 percent share of total canned fruit. 

4 The sharp growth in per capita canned olive consumption in the U.S. between 1970 and 2005 may be attributed to 
the large increase in both domestic production and imports. Domestic production averaged 71.5 million pounds 
( 197 0171-197 2/7 3) and imports averaged 95. 8 million pounds. For the period 2003/04-2005/06 domestic production 
averaged 224.9 million pounds and imports averaged 194.3. Spain is our largest supplier of imported canned olives. 
5 For example, between 197 0 and 2005, fresh pear availability rose from 1.1 pounds per capita to 1 . 8 pounds and 
fresh pineapples rose from .2 pounds to 1.3 pounds while the amounts of canned pears and pineapples fell. 
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Canned Vegetables Make Up a Declining Share of Total Vegetables 

Between 1970 and 2005, the total availability of vegetables increased by 23 percent and the 

availability of canned vegetables rose 5 percent. Canned vegetables appear to have been both 

partially replaced by and supplemented with an increasing amount of fresh and frozen 

vegetables. As a result, the share of canned vegetables out of total vegetables fell from 30 

percent to 25 percent.6 

During this time period, there was little change in the relative ranking of fresh and processed 

forms of vegetables. Fresh vegetables consistently made up the highest share of total vegetables. 

For fruit, juicemaking is the most important type of processing in terms of pounds per year. For 

vegetables, canning is the most important type of processing, followed by freezing. 
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6Between 1970 and 2005, the share of frozen vegetables rose from 13 percent to 18 percent while the shares of the 
other three categories remained relatively constant. Fresh vegetables rose 2 percentage points from 46 percent to 48 
percent. The canned share of vegetables out of total processed vegetables fell from 55 percent in 1970 to 49 percent 
in 2005 (not shown). 
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The Lion's Share of Canned Vegetables are Canned Tomatoes 

Once again we used the Loss-Adjusted Food Availability data when estimating consumption 

among the different varieties of canned vegetables. Estimated consumption of canned vegetables 

increased by 3 percent between 1970 and 2005, unlike canned fruit, which declined in that time 

period. Most types of canned vegetables covered in the database decreased between 1970 and 

2005 except for canned tomatoes, canned mushrooms, and "other canned" vegetables. 

The rise in canned tomatoes added to that vegetable's already dominant share of total canned 

vegetables. In 2005, the amount of canned tomatoes available for consumption was almost five 

times higher than the second-ranked canned vegetable, sweet com. Canned tomatoes include a 

wide range of products, such as tomato paste, diced tomatoes, and pasta sauce. 
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Economic Factors Determining Consumer Demand 

Americans can now choose among a wider selection of fruits and vegetables year-round than in 

the past. In 1998, the typical U.S. grocery store carried 345 produce items, compared with 173 

in 1987 (Calvin et al., 2001). International trade has helped overcome supply gaps due to 

seasonality.7 Imports also provide U.S. consumers with a larger variety of horticultural products, 

particularly tropical fruits that cannot be profitably grown in the States. Some of the newer items 

available to consumers include imported tomato varieties and exotic imports like passion fruit. 

Demand for convenience, such as for single-serving containers of fruit, has also resulted in a 

wider array of products available for sale, many of which are from foreign suppliers. In general, 

increased fruit and vegetable availability could potentially increase the demand for canned 

produce (see Box 1, "Major Trends and Factors Potentially Affecting the Demand for Canned 

Fruits and Vegetables"). Processed fruits and vegetables spoil less and tend to have lower 

handling and transportation costs than fresh versions, thus expanding the reach of geographical 

markets (Huang, 2004). 

Box 1. Major Trends and Factors Potentially Affecting the Demand for Canned Fruits and 
Vegetables 

Trend/factor 

t Availability of fruits and vegetables (variety, quality) 

.J., Price of fruits and vegetables 

t Increased awareness of nutritional 

benefits of fruits and vegetables 

t Eating away from home 

t .J., Demographic determinants 

Potential direction for demand 

t 

t 

t 

.J., (except for some types like 

canned refried beans) 

7The United States harvests many kinds of fruits and vegetables for domestic consumption and export during the 
late summer and early fall. The United States then imports these products from other countries during the remaining 
months when they are not domestically produced. However, imports can compete with storable U.S. commodities, 
such as fresh apples and pears, and canned fruit and vegetables. 
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Source: ERS, March 24, 2008. 

International trade has generally lowered prices for many fruits and vegetables and this may 

increase the demand for these products, including canned versions. International trade has also 

helped smooth price fluctuations, such as through year-round marketing agreements between 

wholesalers and retailers. New produce varieties that handle different climates, locations, and 

pest conditions as well as advances in production, transportation, and handling methods have 

also played a role in increasing produce availability, maintaining quality, and lowering prices. 

Undoubtedly, relative prices of processed fruits and vegetables play a role in which foods 

consumers purchase. The increase in imported canned fruits and vegetables, new forms of these 

products, and private-label supplies of traditional canned products has changed the price 

relationships between products and brands, often diminishing the competitiveness of U.S. 

canners in the domestic market (USITC, 2007). However, the recent changes in exchange rates 

have increased the cost of imported produce and made U.S. produce exports more competitive, 

particularly for more heavily traded types of produce. Exports of canned fruits and vegetables 

may also increase due to the weakened U.S. dollar. 

Encouraging Americans to eat more fruits and vegetables has been a central theme of Federal 

dietary guidance for the past two decades, in part due to the growing evidence of the health 

benefits associated with fruit and vegetable consumption. A higher level of education together 

with an increase in dietary-information campaigns has equipped U.S. consumers with better 

dietary knowledge and, hence, promoted increased consumption of fruits and vegetables (Lin et 

al., 2003). One might expect that consumption of all forms of fruits and vegetables, including 

canned, would increase with greater awareness of the importance of those products in healthy 

diets.8 

One of the major dietary trends in the United States is the growing appetite for eating out. In 

1970, 26 percent of all food expenditures was spent on food away from home; by 2005, that 

share rose to 41 percent. A number of factors have contributed to the trend of increased dining 

8 There appears to be no published study on the effect of dietary knowledge on the consumption of canned fruits and 
vegetables. However, substantiated health claims appear to have helped increase consumption of some fruit and 
vegetable products, as well as other foods. 
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out, including a larger share of women employed outside the home, more two-earner households, 

higher incomes, more affordable and convenient fast-food outlets, increased advertising and 

promotion by large foodservice chains, and the smaller size of American households. 

Continuation of these economic and demographic trends is expected to keep boosting 

Americans' preference for eating out. It is not expected that this trend will result in any notable 

increases in demand for all canned fruits and vegetables, though there may be a few exceptions, 

such as for canned refried beans, which are already mostly consumed away from home. 

Changing economic, social, and demographic characteristics also play a role in shaping 

consumer preferences for fruits and vegetables, including canned versions. The next section 

looks at a sample of these characteristics (income, race and ethnicity, region, and age) and 

consumption of canned fruits and vegetables. 
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Spending on Fruits and Vegetables 

In this report, per-capita spending on canned fruits and vegetables was estimated by using data 

from the Bureau of Labor Statistics' (BLS) 2004 Consumer Expenditure Survey (see Appendix 

A2 for a discussion about the survey). This section summarizes the differences in per capita 

spending by selected social and demographic factors. 

High-income households spend more on canned fruits and vegetables 

Households are classified into three income groups using the Federal poverty guidelines.09 

High-income households tend to spend more on canned fruits and vegetables. Spending on 

canned fruits and vegetables is similar between low- and middle-income groups-the differences 

are not statistically significant. 

09The low-income group has income not exceeding 185 percent of the poverty level, the high-income group has 
income exceeding 300 percent of the poverty level, and the middle-income group has income falling between 185 
and 300 percent of the poverty level. 
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Hispanics spend the least on canned fruits; Blacks spend the most on canned vegetables 

Per capita spending on canned fruits and canned vegetables varies greatly by race and ethnicity. 

In 2004, Hispanics spent the least on canned fruits, and individuals of "other races" spent the 

most. Asians spent the least on canned vegetables and Blacks spent the most. 
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Individuals living in the South tend to spend more on canned vegetables 

There were regional differences in per capita spending on canned fruits and canned vegetables in 

2004. Individuals living in the Northeast spent the least on canned fruits while individuals in the 

Midwest spent the most. Individuals living in the West spent the least on canned vegetables 

while individuals in the South spent the most. 

~-------
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Spending on canned fruits and vegetables rises with the age of household head 

Total fruit and vegetable consumption has risen with age in the United States. Young 

households (head is younger than 40) spent the least on canned fruits, compared with households 

headed by those aged 40-64 and the oldest households (head is 65 or older). Young households 

also spent the least on canned vegetables. 

Iii ·== ---
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Presence of children lowers spending on canned produce 

Consistent with the results on age of household head, households with children (age 18 or 

younger) tend to spend less on canned produce. In 2004, households with children spent less on 

canned fruits and vegetables than households without children. These findings could also reflect 

the fact that per capita food spending for children is less than for adults. 

------ --
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Presence of senior increases spending on canned produce 

In 2004, households with one or more adults aged 65 or over (i.e., "a senior") spent more on 

canned fruits and vegetables than households without a senior. 

~------
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Demographic Characteristics: Who Eats What, When, and Where 

The Bureau of Labor Statistics (BLS) data tell us the spending patterns on canned produce by 

economic, social, and demographic characteristics. Prices of canned produce vary greatly by the 

type of produce as well as by product attributes, such as packaging. Therefore, spending more 

on canned produce may not necessarily mean that a greater quantity of canned produce was 

purchased. 

Data from USDA's food consumption surveys can be used to estimate the amount of canned 

produce consumed by Americans in different social and demographic groups. Since 2000, ERS 

researchers have conducted a series of studies combining survey data with availability data to 

describe who eats produce, how much is eaten, and where it is eaten. These studies were based 

on 1994-96 and 1998 data. Even though more recent food consumption data have been 

collected, the recent data cannot be used to estimate the amount of produce consumed (see 

Appendix A-3 for an explanation and description of the data). 

This section highlights findings from 20 ERS published studies pertaining to specific canned 

fruits and vegetables. Although these findings do not give us a comprehensive story about all 

types of produce, they provide anecdotal evidence about individual types of fruits and 

vegetables. These findings show the choices made in the market place and this information 

reveals consumer preferences, which vary by the type of produce and by product form. That is, 

purchase decisions for individual commodities are based on income, age, and other demographic 

factors. However, purchase decisions can also be based on relative prices, availability, and 

convenience of the different forms (e.g., baby carrots versus canned carrots). Detailed tables and 

publications are available upon request from Biing-Hwan Lin (blin@ers.usda.gov). 

Apples 

• Children under the age of 5 eat more applesauce than older children and adults. 

• By a substantial margin, Whites consume more applesauce than other individuals. 

• Applesauce consumption rose with income. 
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Tomatoes 

• Most processed tomatoes are consumed at home, except ketchup. 

• Fast food restaurants account for 34 percent of ketchup use and restaurants with waiter 

service account for 15 percent. 

• Individuals living in the western region eat more tomato sauce and less tomato paste than 

individuals living in other parts of the United States. The western region accounts for 22 

percent of the U.S. population and consumes 25.6 percent of tomato sauce and 20.9 

percent of tomato paste. 

• Relative to other Americans, Blacks have a preference for ketchup but do not favor 

tomato juice. Blacks account for 12.6 percent of the U.S. population and consume 14.6 

percent of ketchup and 5.8 percent of tomato juice.00 

Sweetcorn 

• Sweet corn consumption, on a fresh-equivalent basis, was evenly divided among fresh, 

frozen, and canned. 

• Foodservice uses a larger percentage of frozen and canned sweet com than fresh sweet 

com. The use of prepared frozen and canned corn products is heavily favored in the food 

service industry to reduce labor costs. 

Snap beans 

• Consumption of canned snap beans (i.e., green or long beans) is greatest among older 

Americans (age 60 and above) and weakest among teenagers. 

Cucumbers 

• The preference for fresh and pickled cucumbers varies by age. 

• Men aged 20 to 59 are the largest consumers of pickles, accounting for 27 percent of the 

U.S. population but consuming 39 percent of pickled cucumbers. 

• Seniors consume below the average amount of pickles, likely reflecting their desire to 

reduce sodium intake. 

00 The population estimate for Blacks in the 1994-96 survey is from the 1990 Census. 
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Carrots 

• Most processed carrots are consumed at home rather than away from home. 

• An estimated 1.55 pounds of fresh-equivalent canned carrots are consumed per capita in 

2006, and 86 percent of this amount is consumed at home. 

• Restaurants with waiter service account for 7 percent of canned carrot use, followed by 3 

percent at school cafeterias. 

• At home, individuals living in the southern region consume more canned carrots per 

capita than individuals in other regions. 

• Per capita consumption of canned carrots declines with income and education. 

• In 2005, Whites ate more canned carrots at home by a substantial margin than Hispanics, 

Blacks, and Asians (fig. 11 ). 

Figure 11. Annual Per Capita Consumption of Canned Carrots by Race 

Pounds per capita per year, fresh equiv. weight 
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availability data to show 2005 consumption by race. 
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• At-home consumption accounts for 90 percent of canned spinach use. 

• Canned spinach is favored by older people, those living in the South and West, and those 

1i ving in rural areas. 

Dry beans 

• Canned refried pinto beans are distinctly different from other dry beans in terms of where 
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they are consumed. About 77 percent of all dry beans are consumed at home, whereas 71 

percent of canned refried pinto beans are consumed away from home, mostly at fast food 

outlets (fig. 12). 

• Refried pinto bean consumption rises with age and then drops sharply among seniors, 

reflecting the fact that older Americans are less likely to eat out. 

• Canned refried pinto beans are favored by Hispanics, especially Mexican Americans . ., __ _ 

Future Trends 

How Demographic Shifts May Influence Future Food Choices 

The U.S. population is expected to continue to increase, with changes occurring in the number of 

people in different economic, social, and demographic groups. The U.S. population is expected 

to become wealthier, older, better educated, and more ethnically diverse in the long run. In 

particular, the racial and ethnic landscape of the U.S. population is undergoing dramatic changes.01 

Two growing groups, Hispanics and Asians, spent the least on canned produce in 2004, whereas 

01 According to the population projections by the U.S. Census Bureau, the White population will decline to 72 
percent by 2050, Blacks will increase to 14.6 percent, Asians will more than double to 8 percent, and "all other races 
will be 5.3 percent. Hispanics (of any race) will almost double to 24.4 percent. 
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Whites spent relatively more on canned produce. If these spending patterns continue into the 

future, the changing demographic landscape suggests a declining spending on canned produce, 

on a per capita basis. However, with a larger population, the total spending on canned produce 

in the United States can still increase despite decreased per capita spending. An in-depth 

analysis is needed to gauge the effects of changing race and ethnic makeup on the future 

consumption of canned produce. 

Americans are getting older, and that aging trend is expected to boost spending on canned 

produce. Americans are also getting wealthier in the long run, and it has been well-documented 

that as household income rises, food spending will rise as well. 02 BLS data indicate that spending 

on both canned fruits and canned vegetables rises with income. Therefore, we would expect per 

capita consumption of canned fruits and vegetables to increase with rising income and the 

graying of the U.S. population in the long run. 

The American appetite for eating out is also expected to continue growing. Consequently, we 

expect these changes to affect per capita consumption of fruits and vegetables, by type and 

processed form. For example, the current demand for canned refried pinto beans, ketchup, and 

canned sweet com in the foodservice industry may increase if this trend prevails. 

ERS studies of canned produce consumption have not used the more recent survey data because 

a technical database and programming to convert the amount of foods to their equivalent 

commodity components have not yet been developed. ERS is currently working with USDA's 

Agricultural Research Service (ARS) to fill this data void in order to continue estimating the type 

and amount of food commodities Americans eat and where they are eaten. 

Where Will Markets Head in the Future? 

Many economic, social, and demographic changes will occur simultaneously. Some will have 

offsetting effects on the demand for canned fruits and vegetables, making it difficult to predict 

02 Given current events, such as declining housing prices and rising energy costs, households may not be considered 
as becoming wealthier in the short term. Our analysis takes the long run approach whereby households have 
become wealthier in general over time. 
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the future demand for these products. However, ifthe trends shown in the food availability data 

prevail in the future, total per capita consumption of fruits and vegetables would continue to 

increase and the canned share of fruits and vegetables would continue to decline (fig. 13). Most 

of this expected increase in total fruits and vegetables will likely be due to increases in 

non-canned fruits and vegetables. 

:~ 
- · .. 
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Appendix A: Sources of Data 

Al. The Food Availability Data System 

The Food Availability data represent the food supply, or the disappearance of food into the food 

marketing system. In the Food Availability Data System, food available for domestic 

consumption is calculated as a residual. That is, for a given year, the total supply is the sum of 

production, imports, and beginning inventories; from this amount, exports, farm and industrial 

uses, and ending stocks are subtracted, leaving domestic consumption as a residual. USDA 

collects these data directly from producers, distributors, and government (e.g., for international 

trade data) using techniques that vary by commodity. These data are not collected from 

individual consumers, and thus provide an alternative to using consumer surveys to examine 

food consumption trends.03 Per capita estimates are calculated by dividing the total annual 

availability for a commodity by the U.S. population for that year. The data measure the food 

supply of over two-hundred food commodities, such as beef, fresh apples, and eggs. 

ERS manages and disseminates the Food Availability data within the Food Availability Data 

System posted on the ERS website. ERS is the only official source of time series data on the 

food available for human consumption in the country. Accordingly, the data play a key role in 

monitoring the potential of the food supply to meet the nutritional needs of Americans and to 

examine historical consumption trends. Although the Food Availability data series does not 

directly measure actual quantities ingested, it provides an indication of whether Americans, on 

average, are consuming more or less of various foods over time. In this report, we use this data 

series to compare the amount and share of fruits and vegetables that are available fresh or in the 

different forms of processing (e.g., canned, frozen, juice, and dried) and how these estimates 

have changed between 1970 and 2005.04 

In terms of pounds, the total availability of fruit (farm weight) rose 13 percent from 240. 7 
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pounds per capita in 1970 to 272.4 pounds in 2005 (table Al).05 Of this amount, the total 

availability of fruit for canning fell from 26.3 pounds per capita in 1970 to 16.7 pounds in 2005 

(a 37 percent decrease). 

05These estimates are in terms of Jann weight, which is the weight of a commodity as measured on the farm before 
further conditioning and processing. The farm weight is essentially the same as the fresh-weight equivalent, which is 
the weight of processed fruits and vegetables converted to an equivalent weight of the fresh produce. 
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Table A1. Fruit by Type of Processing (Farm Weight): Per Capita Availability, 

1970-2005 

Year 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

Fresh 1 

100.8 

100.7 

94.4 

96.7 

96.1 

101.3 

102.0 

99.6 

103.5 

99.7 

106.2 

103.2 

107.8 

110.5 

112.4 

110.5 

118.4 

121.0 

121.2 

122.7 

116.6 

112.6 

123.8 

122.8 

124.9 

123.1 

126.2 

129.8 

128.9 

130.0 

128.4 

125.7 

126.6 

127.9 

127.6 

125.7 

Canning2 

26.3 

26.7 

24.2 

24.6 

24.1 

23.6 

23.5 

24.5 

24.1 

25.0 

24.6 

21.0 

22.1 

20.1 

19.7 

20.9 

21.1 

21.0 

20.8 

21.5 

21.0 

19.7 

22.8 

20.5 

20.7 

17.3 

18.5 

20.1 

17.0 

19.2 

17.5 

17.6 

16.7 

17.2 

16.9 

16.7 

Freezing3 

3.9 

4.0 

4.0 

4.1 

3.3 

3.6 

3.4 

3.3 

3.7 

3.1 

3.3 

3.0 

3.3 

3.3 

3.4 

3.5 

4.1 

4.1 

4.0 

4.6 

4.3 

4.2 

4.6 

4.4 

4.4 

5.2 

4.7 

4.3 

4.5 

5.0 

4.2 

7.1 

4.1 

5.5 

4.9 

5.4 

Processing 

Dried4 

Pounds 

9.8 

9.8 

7.2 

10.1 

9.6 

10.2 

13.4 

9.8 

8.5 

10.0 

11.2 

9.6 

12.0 

11.7 

12.7 

12.8 

11.5 

12.0 

14.9 

13.2 

12.1 

12.2 

10.7 

12.5 

12.7 

12.6 

11.1 

10.6 

12.1 

10.1 

10.4 

9.8 

10.4 

9.9 

9.3 

10.3 
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Juice 5 

99.3 

103.9 

99.6 

101.7 

108.1 

119.4 

129.0 

115.4 

113.1 

114.5 

123.7 

115.4 

132.7 

117.5 

120.7 

123.3 

121.3 

115.8 

117.2 

98.6 

119.0 

105.7 

119.8 

119.4 

118.2 

125.1 

124.5 

128.2 

121.4 

125.0 

127.4 

110.9 

114.9 

120.1 

112.1 

113.8 

Total 

processed 

fruit6 

139.9 

145.0 

135.6 

141.1 

146.0 

157.2 

169.7 

153.6 

150.3 

153.1 

163.5 

149.4 

170.5 

153.0 

156.9 

160.8 

158.3 

153.3 

157.2 

138.2 

156.5 

142.2 

158.5 

157.1 

156.5 

160.6 

159.0 

163.8 

155.4 

159.9 

159.9 

145.7 

146.3 

153.0 

143.6 

146.7 

Total fruit6 

240.7 

245.7 

229.9 

237.8 

242.1 

258.4 

271.6 

253.2 

253.8 

252.8 

269.7 

252.6 

278.3 

263.4 

269.4 

271.3 

276.6 

274.3 

278.5 

260.9 

273.1 

254.7 

282.3 

280.0 

281.4 

283.7 

285.3 

293.6 

284.2 

289.9 

288.3 

271.3 

272.9 

280.9 

271.2 

272.4 



1 Includes apples, apricots, avocados, bananas, cherries, cantaloup, cranberries, grapes, grapefruit, honeydew, kiwifruit, 

lemons, limes, mangoes, nectarines, oranges, papayas, peaches, pears, pineapples, plums, prunes, strawberries, 

tangelos, tangerines, temples, and watermelon. ' Includes apples, applesauce, apricots, cherries, olives, peaches, pears, 

pineapples, plums, and prunes. 'Includes apples, apricots, blackberries, blueberries, boysenberries, cherries, 

loganberries, peaches, plums, loganberries, peaches, plums, prunes, raspberries, strawberries, and other miscellaneous 

fruit and berries. ' Includes apples, apricots, dates, figs, peaches, pears, prunes, and raisins. 51ncludes apple, cranberry, 

grape, grapefruit, lemon, lime, orange, 'pineapple, and prune juice. 6Computed from unrounded data. 

Source: USDA/ERS Food Availability Data, last updated Feb. 15, 2007. 
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In terms of pounds, the annual per capita availability of vegetables increased 23 percent from 

336.8 pounds per capita in 1970 to 414.6 pounds in 2005 (table A2). A small part of this 

increase was due to the 5 percent increase in the availability of vegetables for canning (farm 

weight), which rose from 100.6 pounds per capita in 1970 to 105.5 pounds in 2005. Increases in 

fresh and frozen vegetables accounted for more than 90 percent of the increase in total 

vegetables. 
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Table A2. Vegetables by Type of Processing (Farm Weight): Per Capita Availability, 

1970-2005 

Year 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

Fresh1 

154.3 

148.0 

151.3 

148.0 

145.9 

148.8 

148.1 

148.6 

143.4 

148.5 

151.4 

145.1 

150.9 

151.3 

156.6 

158.6 

158.6 

165.2 

170.3 

175.6 

170.2 

170.3 

173.9 

180.7 

186.5 

180.9 

185.9 

190.4 

185.7 

192.3 

198.7 

195.6 

194.7 

199.2 

200.3 

197.1 

Canning2 

100.6 

107.8 

104.5 

98.2 

99.3 

98.0 

103.4 

101.6 

96.6 

100.6 

102.5 

96.9 

95.1 

96.4 

102.6 

99.2 

99.5 

98.9 

94.6 

101.8 

110.6 

112.6 

110.6 

110.1 

109.8 

108.0 

106.3 

105.4 

105.3 

102.8 

103.2 

97.3 

100.7 

101.5 

103.4 

105.5 

Freezing3 

43.8 

45.4 

45.4 

50.6 

51.3 

52.8 

57.8 

59.4 

58.9 

55.5 

51.5 

58.2 

54.4 

55.8 

62.7 

64.5 

64.4 

67.0 

64.2 

67.4 

66.8 

72.4 

70.5 

75.3 

77.5 

78.8 

83.3 

80.0 

80.3 

80.8 

79.3 

78.6 

76.7 

78.3 

78.2 

75.0 

Processing 

Dried4 

Pounds 

13.2 

13.8 

13.3 

14.3 

16.1 

16.7 

17.1 

12.7 

13.4 

13.1 

10.5 

11. 7 

12.4 

11.6 

11.8 

12.8 

12.8 

12.3 

12.1 

12.4 

14.6 

15.4 

14.3 

15.7 

14.2 

14.5 

17.5 

16.4 

17.6 

14.7 

17.3 

15.8 

15.8 

17.3 

15.3 

14.1 

Potatoes 

for 

chips 

17.4 

17.2 

16.7 

16.3 

15.7 

15.5 

15.8 

16.2 

16.5 

16.7 

16.5 

16.6 

17.0 

17.8 

18.0 

17.6 

18.1 

17.6 

17.1 

17.4 

16.4 

17.3 

17.1 

17.7 

16.5 

16.4 

16.4 

15.5 

14.7 

15.9 

15.9 

17.6 

16.5 

17.3 

16.5 

16.0 
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Legumes5 

7.5 

7.5 

6.7 

7.9 

6.2 

7.2 

6.9 

6.8 

5.7 

6.9 

5.9 

5.9 

6.8 

6.9 

5.5 

7.6 

7.3 

5.7 

7.5 

6.3 

7.2 

7.9 

8.4 

7.6 

8.2 

8.4 

8.1 

8.3 

8.1 

8.4 

8.5 

7.7 

7.5 

7.3 

6.7 

6.9 

Total 

processed 

vegetables6 

182.5 

191.6 

186.7 

187.3 

188.5 

190.1 

201.0 

196.8 

191.1 

192.8 

187.0 

189.4 

185.7 

188.6 

200.6 

201.7 

202.2 

201.5 

195.5 

205.3 

215.5 

225.6 

220.8 

226.4 

226.2 

226.2 

231.6 

225.5 

226.0 

222.6 

224.1 

217.0 

217.1 

221.6 

220.0 

217.4 

Total 

vege-

tables6 

336.8 

339.6 

337.9 

335.3 

334.4 

338.9 

349.1 

345.3 

334.5 

341.2 

338.4 

334.4 

336.6 

339.9 

357.1 

360.2 

360.8 

366.7 

365.9 

380.9 

385.7 

395.9 

394.8 

407.1 

412.7 

407.2 

417.5 

416.0 

411.8 

414.9 

422.8 

412.6 

411.8 

420.8 

420.3 

414.6 



1 Includes artichokes, asparagus, snap beans, broccoli, cabbage, carrots, cauliflower, celery, sweet corn, cucumbers, 

eggplant, endive, escarole, garlic, head, romaine, and leaf lettuce, mushrooms, onions, bell peppers, potatoes, radishes, 

spinach, sweetpotatoes, and tomatoes. l lncludes asparagus, lima beans, snap beans, beets, cabbage, carrots, sweet 

corn, cucumbers, mushrooms, green peas, chile peppers, potatoes, spinach, 'tomatoes, and other miscellaneous 

vegetables. 'Includes asparagus, lima beans, snap beans, broccoli, carrots, cauliflower, sweet corn, green peas, 

potatoes, spinach and other miscellaneous vegetables. ' Includes potatoes and onions. 5At this time dry field peas and 

lentils are not available and therefore not included in the total legumes. 6Computed from unrounded data. 

Source: USDA/Economic Research Service. Data last updated Feb. 15, 2007. 
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The Food Availability data overstates the amount of food actually ingested by capturing 

substantial quantities of food lost to human use through waste and spoilage beyond the farm gate 

in the marketing system and the home. In order to obtain a closer approximation of what 

Americans, on average, consume over time on an annual and daily basis, a second data series, the 

Loss-Adjusted Food Availability Data, adjusts the Food Availability data for: 

1. Loss from primary (i.e., farm) to retail weight 

2. Loss from retail/institutional level to the consumer level (e.g., in supermarkets, 

megastores like Walmart, and other retail outlets) 

3. Loss at the consumer level. This includes losses for food consumed at home and away 

from home (e.g., restaurants, fastfood outlets etc.) and has two components: 

(a) "Nonedible share" of a food (e.g., asparagus stalk, apple core). Data on the 

nonedible share is from the National Nutrient Database for Standard Reference 

compiled by USDA's Agricultural Research Service. 

(b) "Cooking loss and uneaten food such as plate waste" from the edible share. 

The goal of accounting for these three general types of losses is that the Loss-Adjusted Food 

Availability data will more closely approximate actual food intake. In addition to estimates of 

per capita consumption, the data are presented in two forms: 

1. the number of calories available per capita per day, and 

2. the number of My Pyramid equivalents available per capita per day which can be used to 

compare with dietary recommendations for the U.S. population (e.g., Buzby et al., 2007). 

Figure Al illustrates the multistage process that takes the per capita annual estimates for canned 

sweet com from the farm to the table. 
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Each commodity in the Loss-Adjusted Food Availability data has a spreadsheet posted on the 

ERS website that provides the loss assumptions currently used by ERS (see 

http://www.ers.usda.gov/Data/FoodConsumption/FoodGuidelndex.htm). Additionally, each fruit 

and vegetable has a separate spreadsheet for each product form. For example, apples have 

spreadsheets for fresh, frozen, dehydrated/dried, and canned apples as well as a spreadsheet for 

apples processed into juice. Vegetables do not have tables for juice but have tables for legumes 

and potatoes processed into chips. The Loss-Adjusted Food Availability data for canned fruits 

and vegetables are provided in tables 1 and 2 of this report. 

It is important to note that like the core Food Availability data, this data series is based on the 

food that is available for consumption and does not represent data from consumer surveys.06 

Traditionally, ERS uses the Loss-Adjusted Food Availability Data series to track the dietary 

status of Americans as compared with Federal dietary recommendations. In this report, however, 

ERS uses the data to estimate how much of the different kinds of canned fruits and vegetables 

Americans are consuming over time. 

06Most consumer surveys of dietary intake cover one or a few years of consumption and most are not nationally 
representative of the U.S. population. Moreover, time series data on actual consumption by Americans are lacking. 
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A2. Consumer Expenditure Survey 

The Bureau of Labor Statistics conducts the Consumer Expenditure Survey (CEX) and a major 

objective of the survey is to collect information necessary to construct the Consumer Price 

Indices. The CEX features two components, each with its own questionnaire and sample: 

I. a quarterly interview panel survey in which each of approximately I I,000 households is 

surveyed every 3 months over a I-year period. 

2. a weekly diary survey of approximately 7,800 households that keep an expenditure 

record for two consecutive I-week periods. The diary data from 2004 are analyzed in this 

report. 

The diary survey obtains data on small, frequently purchased items that are normally difficult to 

recall, including food and beverages, tobacco, housekeeping supplies, nonprescription drugs, 

personal care products and services, fuels, and utilities. The survey excludes expenditures 

incurred while respondents are away from home for one night or longer. In addition to reporting 

expenditure, respondents also report data on income, social, and demographic characteristics. 

Therefore, CEX data are useful to estimate per capita spending on various food and non-food 

items by income, social, and demographic characteristics of the U.S. population. 
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A3. The Food Intake Data 

Since 2000, ERS researchers have developed a methodology to analyze food intake survey data 

to examine the influences of income and demographic factors on the consumption of produce 

and animal products. Over 20 analyses have been conducted to study the consumption of 

specific fruits and vegetables (e.g., apples, carrots, and potatoes ).07 These studies were mostly 

based on food intake data collected by USDA. USDA has conducted periodic surveys of 

household and individual food consumption in the United States since the 1930s. During 1994-

96 and 1998, the Continuing Survey of Food Intakes by Individuals (CSFII, 1994-96 and 1998) 

was the last food consumption survey conducted by ARS to collect data on the type and the 

amount of foods eaten by Americans. In addition to food intake data, ARS also developed the 

Food Commodity Intake Database (FCID), which provides data on the edible amount of 

agricultural food commodities contained in each food reported eaten in CSFII. 

Besides food intake, CSFII also collects demographic information, such as household size, 

income, race, age, and gender, and information on where a food was purchased, how it was 

prepared, and where it was eaten. The data are particularly valuable for measuring the effect of 

social, economic, and demographic characteristics on food consumption. 

The 1994-96 and 1998 CSFII was the last food consumption survey conducted exclusively by 

USDA. The data have become dated. Currently, USDA is working with the Centers for Disease 

Control and Prevention to collect food consumption data as part of the National Health and 

Nutrition Examination Survey (NHANES) conducted by U.S. Department of Health and Human 

Services (CDC is part of DHHS). Work is underway to develop a Food Commodity Economic 

Database (a modified FCID database) to continue studying food and commodity consumption 

using survey data being collected since 1999. 

07 Whether or not canned products were included in these studies depended on the type of produce. The depth of 
each analysis depended on the type of publication ERS researchers used to disseminate findings. For example, 
Commodity Spotlight articles in Agricultural Outlook (this publication was later replaced by Amber Waves) were 
short and hence only highlighted selected findings. There were also a number of studies published as ERS Outlook 
Report articles, which provided more detailed description of produce consumption. These ERS publications are 
listed in the references of this report and are available on the ERS website-under "Who eats what and where" in 
http://www.ers.usda.gov/Briefing/DietOuality/whoeats.htm. In addition, some of the research findings were 
published in journals. Interested readers should contact Biing-H wan Lin (blin@ers.usda.gov) for more information. 
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Abstract 

Senate Report 110-134 requested that the Economic Research Service prepare and publish a 

report regarding consumer perceptions and consumption of canned fruits and vegetables. 

Economic Research Service researchers used USDA's food consumption survey data, Bureau of 

Labor Statistics' Consumer Expenditure Survey data, and the ERS Food Availability Data 

System to study U.S. consumption of selected fruits and vegetables with available data, including 

select canned fruits and vegetables. If current trends prevail, total fruit and vegetable availability 

will continue to increase but canned fruits and vegetables will account for a declining share of 

that total. However, there are several divergent and offsetting forces that make it difficult to 

predict the future demand for canned produce. 
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Summary 

Economic Research Service researchers used USDA's food consumption survey data, Bureau of 

Labor Statistics' Consumer Expenditure Survey data, and the ERS Food Availability Data 

System to study U.S. consumption of selected fruits and vegetables with available data, including 

select canned fruits and vegetables. If current trends prevail, total fruit and vegetable availability 

will continue to increase, but canned fruits and vegetables will account for a declining share of 

that total. However, there are several divergent and offsetting forces that make it difficult to 

predict the future demand for canned produce. 

What Is the Issue? 

The Senate Report 110-134 accompanying S. 1859, the 2008 Agriculture Appropriations Bill, 

requested that the Economic Research Service prepare and publish a report regarding consumer 

perceptions and consumption of canned fruits and vegetables. 

What Did the Study Find? 

American consumers are consuming more produce, and they prefer it non-canned. Using 

food availability data as a proxy for consumption, the amount of fruit available for consumption 

rose 13 percent between 1970 and 2005, and the amount of vegetables available for consumption 

increased 23 percent. Most of these increases were for fresh fruits and vegetables. Although the 

per capita quantity of canned vegetables increased slightly, canned vegetables' share of total 

vegetables fell from 30 percent to 25 percent. Per capita availability of canned fruit decreased by 

3 7 percent, and canned fruits' share of total fruit decreased from 11 percent to 6 percent. 

Consumer spending for canned produce varies across economic and demographic groups. 

Analysis of household spending on both fresh and canned fruits and vegetables shows 

considerable variation in spending on canned produce and that spending was affected by social 

and demographic factors. Higher income households tend to spend more per capita on canned 

fruits and vegetables than do lower income households. The same holds true for households 

headed by older persons, compared with their younger counterparts. Households with children 

tend to spend relatively less on canned fruits and vegetables. Hispanic households have lower 
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expenditures on canned fruits than other ethnic groups. Asians spend the least on canned 

vegetables, while African Americans spend the most. 

Looking ahead, market trends suggest that the share of canned produce in total 

consumption will continue to decline. However, several divergent forces may affect that 

outcome. The U.S. population is expected to become wealthier, older, better educated, and more 

ethnically diverse in the long run. Many economic, social, and demographic changes will occur 

simultaneously, and some will have offsetting effects on the demand for canned fruits and 

vegetables. For example, a wealthier and older population is likely to spend more on canned 

fruits and vegetables. However, growth in the Hispanic population, who tend to spend less on 

canned produce than the rest of the population, may head demand for canned produce in the 

opposite direction. Consequently, it is difficult to predict the future demand for canned fruits and 

vegetables. However, if the trends shown in the food availability data prevail in the future, total 

per capita consumption of fruits and vegetables will continue to increase and the canned share of 

fruits and vegetables will continue to decline. 

How Was the Study Conducted? 

The report is based on data from: 

1. ERS Food Availability Data System (see www.ers.usda.gov/Data/FoodConsumption/), 

the only source of time-series data on the food available for human consumption in the 

United States. The data system provides proxies for actual consumption. The data for 

fruits and vegetables are presented in various product forms, including fresh and canned. 

In this report, ERS analyzes the amounts and shares of fruits and vegetables available for 

consumption, by product form, as well as the type of canned fruits and vegetables for 

1970-2005. (See Appendix Al for further information on the Food Availability Data 

System.) 

2. U.S. Department of Labor Bureau of Labor Statistics' Consumer Expenditure Survey 

(CEX) conducted in 2004 (www.bls.gov/cex). The CEX's Diary Survey contains data on 

food expenditure for two consecutive weeks. In addition to reporting expenditure, 
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respondents also report data on income, social, and demographic characteristics. The 

CEX data were used to estimate per-capita spending on various food and non-food items 

by income, social, and demographic characteristics of the U.S. population. (See 

Appendix A2 for more information.) 

3. USDA Continuing Survey of Food Intakes by Individuals (CSFII) (see 

www.ars.usda.gov/Services/docs.htm?docid= l5044) conducted in 1994-96 and 1998. 

ERS used these data to describe who eats selected fruits and vegetables, the amount 

eaten, and where fruits and vegetables are eaten. These studies were reviewed and 

relevant findings on the consumption of canned fruits and vegetables are summarized 

here. The CSFII data are dated. But more recent data cannot, at this time, be used to 

estimate the amount of produce consumed because the programming and data are not 

available to translate food consumption information back into commodity ingredients. A 

food and commodity translation database is under development to fill this research need. 

(See Appendix A3 for a further discussion.) 
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General Background 

The Senate Report 110-134 accompanying S. 1859, the 2008 Agriculture Appropriations Bill, 

requested that the Economic Research Service prepare and publish a report regarding consumer 

perceptions and consumption of canned fruits and vegetables. Here, "canned" refers to 

traditional airtight shelf-stable metal cans and containers as well as other newer and increasingly 

popular types of airtight containers, such as single-serving plastic cups. Although ERS has not 

directly studied consumer perceptions of canned fruits and vegetables, consumer perceptions are 

reflected by market behavior as indicated by consumption trends over time and across 

demographic groups. In this report, ERS presents results on canned fruit and vegetable 

consumption from three data sources. 

The United States is among the world's top producers of fruits and vegetables. In 2006, the 

United States produced 57 billion pounds of fruit and 126.7 billion pounds of vegetables. Most 

domestically produced fruits and vegetables are consumed in the United States but the share that 

is exported is growing. Increased promotion of U.S. fruits and vegetables directed at overseas 

markets, through efforts such as the USDA's Market Access Program ( 

http://www.fas.usda.gov/mos/programs/map.asp ), has likely helped boost foreign sales, 

particularly to Canada, the largest foreign buyer of U.S. fruits and vegetables. While growth in 

U.S. fruit exports has been strong, the United States remains a net fruit importer. In 2006, 92 

billion pounds of fruit and 129.9 billion pounds of vegetables were available for consumption in 

the United States when accounting for domestic production, exports, imports, feed and seed use, 

shrinkage in storage, and beginning and ending stocks (fig. 1 ). 
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U.S. fruit and vegetable imports grew during the last two decades and through the 2000s, due in 

part to the growing population in the United States and the increased demand for new products, 

such as fruit in single-serving plastic cups. Not only have imports expanded for commodities 

already produced domestically, creating competition for U.S. producers, but imports have also 

increased for new items, such as the less traditional types of tropical fruit. In 2006, the United 

States was the world's largest importer of canned fruit mixtures, accounting for 38 percent of 

such imports (US ITC, 2007). In some cases, U.S. produce is exported in institutional-size metal 

cans, repackaged into plastic cups or jars in another country, and then imported back to the 

United States in the form ofready-to-eat products. An example is U.S. canned peach exports to 

Thailand (USITC, 2007). 

Fresh and processed fruits and vegetables are distributed through both retail (e.g., mainly grocery 

chains) and institutional channels (e.g., hospitals, hotels, prisons, schools, and other foodservice 

outlets). A large portion of canned peaches, pears, and fruit mixtures is sold to institutional 

buyers, typically in large containers that are lower priced per pound (US ITC, 2007). At retail, 
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canned fruits and vegetables are typically sold in smaller containers, such as 4-ounce plastic cups 

or 8-ounce metal cans. Fruits and vegetables, both fresh and processed, are also purchased by the 

government, such as for USDA's school nutrition programs. 

Data on sales of fruits and vegetables to restaurants and other foodservice outlets are not 

available but data does exist for retail sales. The 2006 Consumer Expenditures Study estimated 

total retail sales in supermarkets and mass supercenters for food categories with annual sales 

over $10 million (Progressive Grocer, 2007).1 Sales at these outlets were estimated at $60.3 

billion for fresh produce, $15. 8 billion for refrigerated and shelf-stable juice/drinks, $6.4 billion 

for canned fruits and vegetables, $4.9 billion for frozen fruit juice and vegetables, and $1.8 

billion for dried fruit (fig. 2).2 Data are unavailable on the value of fruits and vegetables used in 

mixed, prepared foods like frozen entrees. 

~'":'==-

....... !!L ... --

1"The Consumer Expenditures Study is based on data collected by The Nielsen Company for UPC-coded products, 
as well as sales estimates made by Progressive Grocer's research department for non-tracked categories in 
perishables and general merchandise" (Progressive Grocer, 2008). 
2 Juice/drinks were most ly fruit products but included a relatively small amount of vegetable juice, nonalcoholic 
wine, and clam juice. The data were aggregated so that ERS could not exclude these products. 
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Consumption Trends for Fruits and Vegetables 

The authors used the estimated amounts of canned fruits and vegetables available for 

consumption in the United States as proxies for actual consumption (see Appendix Al for further 

explanation of the data used from the ERS Food Availability Data System). 

Canned Fruit Makes Up a Declining Share of Total Fruit 

Although the total amount of fruit available for consumption rose 13 percent between 1970 and 

2005, the share of canned fruit out of total fruit fell from 11 percent to 6 percent. 3 Fresh fruit and 

juice consistently tallied higher shares than canned fruit though canned fruit maintained a higher 

share than dried and frozen fruit. 
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Estimated Consumption of Most Types of Canned Fruits Declined 

3 Meanwhile, the shares for fruit in fresh, frozen, and juice forms increased between 1970 and 2005. The share of 
fresh fruit increased the most from 42 to 46 percent. The juice and frozen fruit shares increased by less than 1 
percent over this time period and the dried fruit share fell by less than 1 percent. When only looking at total 
processed fruit, the canned share of total fruit fell from 19 percent in 1970 to 11 percent in 2005 (not shown). 
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We use a different data series in the system, the Loss-Adjusted Food Availability Data, when 

analyzing among the different varieties of canned fruit and vegetables. This series accounts for 

the amount of food lost at the market and consumer levels (e.g., plate waste and spoilage) in 

order to obtain a closer approximation of what Americans, on average, consume over time on an 

annual and daily basis. The estimated amount of canned fruit consumed, per capita, decreased 

35 percent between 1970 and 2005. All canned fruit covered in the data decreased during this 

time period, except for canned olives, which increased by almost fifty percent. Most of the 

growth in olives is from the increased demand for olives in foodservice channels, such as pizza 

and fast food chains, restaurants, and hotels, particularly since the 1990s.4 One reason for declines 

in the other canned fruit is that some consumers switched to fresh fruit or other types of 

processed fruit (e.g.,juice). 5 

Canned apples and applesauce were the most popular canned fruit in 2005, followed by peaches 

and pineapples. Although these three fruits decreased since 1970, they each maintained over a 20 

percent share of total canned fruit. 

4 The sharp growth in per capita canned olive consumption in the U.S. between 1970 and 2005 may be attributed to 
the large increase in both domestic production and imports. Domestic production averaged 71.5 million pounds 
( 197 0171-197 2/7 3) and imports averaged 95. 8 million pounds. For the period 2003/04-2005/06 domestic production 
averaged 224.9 million pounds and imports averaged 194.3. Spain is our largest supplier of imported canned olives. 
5 For example, between 197 0 and 2005, fresh pear availability rose from 1.1 pounds per capita to 1 . 8 pounds and 
fresh pineapples rose from .2 pounds to 1.3 pounds while the amounts of canned pears and pineapples fell. 
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Canned Vegetables Make Up a Declining Share of Total Vegetables 

Between 1970 and 2005, the total availability of vegetables increased by 23 percent and the 

availability of canned vegetables rose 5 percent. Canned vegetables appear to have been both 

partially replaced by and supplemented with an increasing amount of fresh and frozen 

vegetables. As a result, the share of canned vegetables out of total vegetables fell from 30 

percent to 25 percent.6 

During this time period, there was little change in the relative ranking of fresh and processed 

forms of vegetables. Fresh vegetables consistently made up the highest share of total vegetables. 

For fruit, juicemaking is the most important type of processing in terms of pounds per year. For 

vegetables, canning is the most important type of processing, followed by freezing. 
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The Lion's Share of Canned Vegetables are Canned Tomatoes 

6Between 1970 and 2005, the share of frozen vegetables rose from 13 percent to 18 percent while the shares of the 
other three categories remained relatively constant. Fresh vegetables rose 2 percentage points from 46 percent to 48 
percent. The canned share of vegetables out of total processed vegetables fell from 55 percent in 1970 to 49 percent 
in 2005 (not shown). 
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Once again we used the Loss-Adjusted Food Availability data when estimating consumption 

among the different varieties of canned vegetables. Estimated consumption of canned vegetables 

increased by 3 percent between 1970 and 2005, unlike canned fruit, which declined in that time 

period. Most types of canned vegetables covered in the database decreased between 1970 and 

2005 except for canned tomatoes, canned mushrooms, and "other canned" vegetables. 

The rise in canned tomatoes added to that vegetable's already dominant share of total canned 

vegetables. In 2005, the amount of canned tomatoes available for consumption was almost five 

times higher than the second-ranked canned vegetable, sweet com. Canned tomatoes include a 

wide range of products, such as tomato paste, diced tomatoes, and pasta sauce. 
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Economic Factors Determining Consumer Demand 

Americans can now choose among a wider selection of fruits and vegetables year-round than in 

the past. In 1998, the typical U.S. grocery store carried 345 produce items, compared with 173 in 

1987 (Calvin et al., 2001). International trade has helped overcome supply gaps due to 

seasonality.7 Imports also provide U.S. consumers with a larger variety of horticultural products, 

particularly tropical fruits that cannot be profitably grown in the States. Some of the newer items 

available to consumers include imported tomato varieties and exotic imports like passion fruit. 

Demand for convenience, such as for single-serving containers of fruit, has also resulted in a 

wider array of products available for sale, many of which are from foreign suppliers. In general, 

increased fruit and vegetable availability could potentially increase the demand for canned 

produce (see Box 1, "Major Trends and Factors Potentially Affecting the Demand for Canned 

Fruits and Vegetables"). Processed fruits and vegetables spoil less and tend to have lower 

handling and transportation costs than fresh versions, thus expanding the reach of geographical 

markets (Huang, 2004). 

Box 1. Major Trends and Factors Potentially Affecting the Demand for Canned Fruits 
and Vegetables 

Trend/factor 

t Availability of fruits and vegetables (variety, quality) 

.J,, Price of fruits and vegetables 

t Increased awareness of nutritional 

benefits of fruits and vegetables 

t Eating away from home 

t .J,, Demographic determinants 

Source: ERS, March 24, 2008. 

Potential direction for demand 

t 
t 
t 

.j,, (except for some types like 

canned refried beans) 

7The United States harvests many kinds of fruits and vegetables for domestic consumption and export during the 
late summer and early fall. The United States then imports these products from other countries during the remaining 
months when they are not domestically produced. However, imports can compete with storable U.S. commodities, 
such as fresh apples and pears, and canned fruit and vegetables. 
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International trade has generally lowered prices for many fruits and vegetables and this may 

increase the demand for these products, including canned versions. International trade has also 

helped smooth price fluctuations, such as through year-round marketing agreements between 

wholesalers and retailers. New produce varieties that handle different climates, locations, and 

pest conditions as well as advances in production, transportation, and handling methods have 

also played a role in increasing produce availability, maintaining quality, and lowering prices. 

Undoubtedly, relative prices of processed fruits and vegetables play a role in which foods 

consumers purchase. The increase in imported canned fruits and vegetables, new forms of these 

products, and private-label supplies of traditional canned products has changed the price 

relationships between products and brands, often diminishing the competitiveness of U.S. 

canners in the domestic market (USITC, 2007). However, the recent changes in exchange rates 

have increased the cost of imported produce and made U.S. produce exports more competitive, 

particularly for more heavily traded types of produce. Exports of canned fruits and vegetables 

may also increase due to the weakened U.S. dollar. 

Encouraging Americans to eat more fruits and vegetables has been a central theme of Federal 

dietary guidance for the past two decades, in part due to the growing evidence of the health 

benefits associated with fruit and vegetable consumption. A higher level of education together 

with an increase in dietary-information campaigns has equipped U.S. consumers with better 

dietary knowledge and, hence, promoted increased consumption of fruits and vegetables (Lin et 

al., 2003). One might expect that consumption of all forms of fruits and vegetables, including 

canned, would increase with greater awareness of the importance of those products in healthy 

diets.8 

One of the major dietary trends in the United States is the growing appetite for eating out. In 

1970, 26 percent of all food expenditures was spent on food away from home; by 2005, that 

share rose to 41 percent. A number of factors have contributed to the trend of increased dining 

out, including a larger share of women employed outside the home, more two-earner households, 

8 There appears to be no published study on the effect of dietary knowledge on the consumption of canned fruits and 
vegetables. However, substantiated health claims appear to have helped increase consumption of some fruit and 
vegetable products, as well as other foods. 
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higher incomes, more affordable and convenient fast-food outlets, increased advertising and 

promotion by large foodservice chains, and the smaller size of American households. 

Continuation of these economic and demographic trends is expected to keep boosting 

Americans' preference for eating out. It is not expected that this trend will result in any notable 

increases in demand for all canned fruits and vegetables, though there may be a few exceptions, 

such as for canned refried beans, which are already mostly consumed away from home. 

Changing economic, social, and demographic characteristics also play a role in shaping 

consumer preferences for fruits and vegetables, including canned versions. The next section 

looks at a sample of these characteristics (income, race and ethnicity, region, and age) and 

consumption of canned fruits and vegetables. 
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Spending on Fruits and Vegetables 

In this report, per capita spending on canned fruits and vegetables was estimated by using data 

from the Bureau of Labor Statistics' (BLS) 2004 Consumer Expenditure Survey (see Appendix 

A2 for a discussion about the survey). This section summarizes the differences in per capita 

spending by selected social and demographic factors. 

High-income households spend more on canned fruits and vegetables 

Households are classified into three income groups using the Federal poverty guidelines.09 

High-income households tend to spend more on canned fruits and vegetables. Spending on 

canned fruits and vegetables is similar between low- and middle-income groups-the differences 

are not statistically significant. 

~------

09The low-income group has income not exceeding 185 percent of the poverty level, the high-income group has 
income exceeding 300 percent of the poverty level, and the middle-income group has income falling between 185 
and 300 percent of the poverty level. 
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Hispanics spend the least on canned fruits; Blacks spend the most on canned vegetables 

Per capita spending on canned fruits and canned vegetables varies greatly by race and ethnicity. 

In 2004, Hispanics spent the least on canned fruits, and individuals of "other races" spent the 

most. Asians spent the least on canned vegetables and Blacks spent the most. 
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Individuals living in the South tend to spend more on canned vegetables 

There were regional differences in per capita spending on canned fruits and canned vegetables in 

2004. Individuals living in the Northeast spent the least on canned fruits while individuals in the 

Midwest spent the most. Individuals living in the West spent the least on canned vegetables 

while individuals in the South spent the most. 

~-------
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Spending on canned fruits and vegetables rises with the age of household head 

Total fruit and vegetable consumption has risen with age in the United States. Young households 

(head is younger than 40) spent the least on canned fruits, compared with households headed by 

those aged 40-64 and the oldest households (head is 65 or older). Young households also spent 

the least on canned vegetables. 

Iii ·== ---
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Presence of children lowers spending on canned produce 

Consistent with the results on age of household head, households with children (age 18 or 

younger) tend to spend less on canned produce. In 2004, households with children spent less on 

canned fruits and vegetables than households without children. These findings could also reflect 

the fact that per capita food spending for children is less than for adults. 

------ --
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Presence of senior increases spending on canned produce 

In 2004, households with one or more adults aged 65 or over (i.e., "a senior") spent more on 

canned fruits and vegetables than households without a senior. 

~------
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Demographic Characteristics: Who Eats What, When, and Where 

The Bureau of Labor Statistics (BLS) data tell us the spending patterns on canned produce by 

economic, social, and demographic characteristics. Prices of canned produce vary greatly by the 

type of produce as well as by product attributes, such as packaging. Therefore, spending more on 

canned produce may not necessarily mean that a greater quantity of canned produce was 

purchased. 

Data from USDA's food consumption surveys can be used to estimate the amount of canned 

produce consumed by Americans in different social and demographic groups. Since 2000, ERS 

researchers have conducted a series of studies combining survey data with availability data to 

describe who eats produce, how much is eaten, and where it is eaten. These studies were based 

on 1994-96 and 1998 data. Even though more recent food consumption data have been collected, 

the recent data cannot be used to estimate the amount of produce consumed (see Appendix A-3 

for an explanation and description of the data). 

This section highlights findings from 20 ERS published studies pertaining to specific canned 

fruits and vegetables. Although these findings do not give us a comprehensive story about all 

types of produce, they provide anecdotal evidence about individual types of fruits and 

vegetables. These findings show the choices made in the market place and this information 

reveals consumer preferences, which vary by the type of produce and by product form. That is, 

purchase decisions for individual commodities are based on income, age, and other demographic 

factors. However, purchase decisions can also be based on relative prices, availability, and 

convenience of the different forms (e.g., baby carrots versus canned carrots). Detailed tables and 

publications are available upon request from Biing-Hwan Lin (blin@ers.usda.gov). 

Apples 

• Children under the age of 5 eat more applesauce than older children and adults. 

• By a substantial margin, Whites consume more applesauce than other individuals. 

• Applesauce consumption rose with income. 
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Tomatoes 

• Most processed tomatoes are consumed at home, except ketchup. 

• Fast food restaurants account for 34 percent of ketchup use and restaurants with waiter 

service account for 15 percent. 

• Individuals living in the western region eat more tomato sauce and less tomato paste than 

individuals living in other parts of the United States. The western region accounts for 22 

percent of the U.S. population and consumes 25.6 percent of tomato sauce and 20.9 

percent of tomato paste. 

• Relative to other Americans, Blacks have a preference for ketchup but do not favor 

tomato juice. Blacks account for 12.6 percent of the U.S. population and consume 14.6 

percent of ketchup and 5.8 percent of tomato juice.00 

Sweetcorn 

• Sweet corn consumption, on a fresh-equivalent basis, was evenly divided among fresh, 

frozen, and canned. 

• Foodservice uses a larger percentage of frozen and canned sweet com than fresh sweet 

com. The use of prepared frozen and canned corn products is heavily favored in the food 

service industry to reduce labor costs. 

Snap beans 

• Consumption of canned snap beans (i.e., green or long beans) is greatest among older 

Americans (age 60 and above) and weakest among teenagers. 

Cucumbers 

• The preference for fresh and pickled cucumbers varies by age. 

• Men aged 20 to 59 are the largest consumers of pickles, accounting for 27 percent of the 

U.S. population but consuming 39 percent of pickled cucumbers. 

• Seniors consume below the average amount of pickles, likely reflecting their desire to 

reduce sodium intake. 

00 The population estimate for Blacks in the 1994-96 survey is from the 1990 Census. 
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Carrots 

• Most processed carrots are consumed at home rather than away from home. 

• An estimated 1.55 pounds of fresh-equivalent canned carrots were consumed per capita 

in 2006, and 86 percent of this amount is consumed at home. 

• Restaurants with waiter service account for 7 percent of canned carrot use, followed by 3 

percent at school cafeterias. 

• At home, individuals living in the southern region consume more canned carrots per 

capita than individuals in other regions. 

• Per capita consumption of canned carrots declines with income and education. 

• In 2005, Whites ate more canned carrots at home by a substantial margin than Hispanics, 

Blacks, and Asians (fig. 11 ). 

Figure 11. Annual Per Capita Consumption of Canned Carrots by Race 

Pounds per capita per year, fresh equiv. weight 
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availability data to show 2005 consumption by race. 
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• At-home consumption accounts for 90 percent of canned spinach use. 

• Canned spinach is favored by older people, those living in the South and West, and those 

1i ving in rural areas. 

Dry beans 

• Canned refried pinto beans are distinctly different from other dry beans in terms of where 
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they are consumed. About 77 percent of all dry beans are consumed at home, whereas 71 

percent of canned refried pinto beans are consumed away from home, mostly at fast food 

outlets (fig. 12). 

• Refried pinto bean consumption rises with age and then drops sharply among seniors, 

reflecting the fact that older Americans are less likely to eat out. 

• Canned refried pinto beans are favored by Hispanics, especially Mexican Americans . ., __ _ 

Future Trends 

How Demographic Shifts May Influence Future Food Choices 

The U.S. population is expected to continue to increase, with changes occurring in the number of 

people in different economic, social, and demographic groups. The U.S. population is expected 

to become wealthier, older, better educated, and more ethnically diverse in the long run. In 

particular, the racial and ethnic landscape of the U.S. population is undergoing dramatic changes.01 

Two growing groups, Hispanics and Asians, spent the least on canned produce in 2004, whereas 

Whites spent relatively more on canned produce. If these spending patterns continue into the 

future, the changing demographic landscape suggests a declining spending on canned produce, 

01 According to the population projections by the U.S. Census Bureau, the White population will decline to 72 
percent by 2050, Blacks will increase to 14.6 percent, Asians will more than double to 8 percent, and "all other races 
will be 5.3 percent. Hispanics (of any race) will almost double to 24.4 percent. 
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on a per capita basis. However, with a larger population, the total spending on canned produce in 

the United States can still increase despite decreased per capita spending. An in-depth analysis is 

needed to gauge the effects of changing race and ethnic makeup on the future consumption of 

canned produce. 

Americans are getting older, and that aging trend is expected to boost spending on canned 

produce. Americans are also getting wealthier in the long run, and it has been well-documented 

that as household income rises, food spending will rise as well. 02 BLS data indicate that spending 

on both canned fruits and canned vegetables rises with income. Therefore, we would expect per 

capita consumption of canned fruits and vegetables to increase with rising income and the 

graying of the U.S. population in the long run. 

The American appetite for eating out is also expected to continue growing. Consequently, we 

expect these changes to affect per capita consumption of fruits and vegetables, by type and 

processed form. For example, the current demand for canned refried pinto beans, ketchup, and 

canned sweet com in the foodservice industry may increase if this trend prevails. 

ERS studies of canned produce consumption have not used the more recent survey data because 

a technical database and programming to convert the amount of foods to their equivalent 

commodity components have not yet been developed. ERS is currently working with USDA's 

Agricultural Research Service (ARS) to fill this data void in order to continue estimating the type 

and amount of food commodities Americans eat and where they are eaten. 

Where Will Markets Head in the Future? 

Many economic, social, and demographic changes will occur simultaneously. Some will have 

offsetting effects on the demand for canned fruits and vegetables, making it difficult to predict 

the future demand for these products. However, if the trends shown in the food availability data 

prevail in the future, total per capita consumption of fruits and vegetables would continue to 

increase and the canned share of fruits and vegetables would continue to decline (fig. 13). Most 

02 Given current events, such as declining housing prices and rising energy costs, households may not be considered 
as becoming wealthier in the short term. Our analysis takes the long run approach whereby households have 
become wealthier in general over time. 
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of this expected increase in total fruits and vegetables will likely be due to increases in 

non-canned fruits and vegetables. 

:~ 
- · .. 
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Appendix A: Sources of Data 

A 1 . The Food Availability Data System 

The Food Availability data represent the food supply, or the disappearance of food into the food 

marketing system. In the Food Availability Data System, food available for domestic 

consumption is calculated as a residual. That is, for a given year, the total supply is the sum of 

production, imports, and beginning inventories; from this amount, exports, farm and industrial 

uses, and ending stocks are subtracted, leaving domestic consumption as a residual. USDA 

collects these data directly from producers, distributors, and government (e.g., for international 

trade data) using techniques that vary by commodity. These data are not collected from 

individual consumers, and thus provide an alternative to using consumer surveys to examine 

food consumption trends.03 Per capita estimates are calculated by dividing the total annual 

availability for a commodity by the U.S. population for that year. The data measure the food 

supply of over two hundred food commodities, such as beef, fresh apples, and eggs. 

ERS manages and disseminates the Food Availability data within the Food Availability Data 

System posted on the ERS website. ERS is the only official source of time series data on the 

food available for human consumption in the country. Accordingly, the data play a key role in 

monitoring the potential of the food supply to meet the nutritional needs of Americans and to 

examine historical consumption trends. Although the Food Availability data series does not 

directly measure actual quantities ingested, it provides an indication of whether Americans, on 

average, are consuming more or less of various foods over time. In this report, we use this data 

series to compare the amount and share of fruits and vegetables that are available fresh or in the 

different forms of processing (e.g., canned, frozen, juice, and dried) and how these estimates 

have changed between 1970 and 2005.04 

In terms of pounds, the total availability of fruit (farm weight) rose 13 percent from 240. 7 

pounds per capita in 1970 to 272.4 pounds in 2005 (table Al).05 Of this amount, the total 

03Because of the way the data are constructed, the data are available at the national level only and not at the State, 
county, or regional level. Additionally, the data cannot be broken up by other demographic categories. 
04Here, canned fruits and vegetables include those fruits and vegetables sold in metal cans, glass containers, or other 
such packaging that permits the product to be maintained without refrigeration (i.e., shelf-stable). It does not include 
boxed juice, dried fruits or vegetables (e.g., dried lentils), or potato chips. 
rl'i"T"1 ,, 
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availability of fruit for canning fell from 26.3 pounds per capita in 1970 to 16.7 pounds in 2005 

(a 37 percent decrease). 
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Table A1. Fruit by Type of Processing (Farm Weight) : Per Capita Availability, 1970-2005 

Processing 

Year Fresh1 Total Total fruit6 

Canning2 Freezing3 Dried4 Juice5 processed 
fruit6 

Pounds 

1970 100.8 26.3 3.9 9.8 99.3 139.9 240.7 

1971 100.7 26.7 4.0 9.8 103.9 145.0 245.7 

1972 94.4 24.2 4.0 7.2 99.6 135.6 229.9 

1973 96.7 24.6 4.1 10.1 101.7 141 .1 237.8 

1974 96.1 24.1 3.3 9.6 108.1 146.0 242.1 

1975 101.3 23.6 3.6 10.2 119.4 157.2 258.4 

1976 102.0 23.5 3.4 13.4 129.0 169.7 271.6 

1977 99.6 24.5 3.3 9.8 115.4 153.6 253.2 

1978 103.5 24.1 3.7 8.5 113.1 150.3 253.8 

1979 99.7 25.0 3.1 10.0 114.5 153.1 252.8 

1980 106.2 24.6 3.3 11.2 123.7 163.5 269.7 

1981 103.2 21.0 3.0 9.6 115.4 149.4 252.6 

1982 107.8 22.1 3.3 12.0 132.7 170.5 278.3 

1983 110.5 20.1 3.3 11.7 117.5 153.0 263.4 

1984 112.4 19.7 3.4 12.7 120.7 156.9 269.4 

1985 110.5 20.9 3.5 12.8 123.3 160.8 271.3 

1986 118.4 21.1 4.1 11.5 121.3 158.3 276.6 

1987 121.0 21.0 4.1 12.0 115.8 153.3 274.3 

1988 121.2 20.8 4.0 14.9 117.2 157.2 278.5 

1989 122.7 21.5 4.6 13.2 98.6 138.2 260.9 

1990 116.6 21.0 4.3 12.1 119.0 156.5 273.1 

1991 112.6 19.7 4.2 12.2 105.7 142.2 254.7 

1992 123.8 22.8 4.6 10.7 119.8 158.5 282.3 

1993 122.8 20.5 4.4 12.5 119.4 157.1 280.0 

1994 124.9 20.7 4.4 12.7 118.2 156.5 281.4 

1995 123.1 17.3 5.2 12.6 125.1 160.6 283.7 

1996 126.2 18.5 4.7 11.1 124.5 159.0 285.3 

1997 129.8 20.1 4.3 10.6 128.2 163.8 293.6 

1998 128.9 17.0 4.5 12.1 121.4 155.4 284.2 

1999 130.0 19.2 5.0 10.1 125.0 159.9 289.9 

2000 128.4 17.5 4.2 10.4 127.4 159.9 288.3 

2001 125.7 17.6 7.1 9.8 110.9 145.7 271.3 

2002 126.6 16.7 4.1 10.4 114.9 146.3 272.9 

2003 127.9 17.2 5.5 9.9 120.1 153.0 280.9 

2004 127.6 16.9 4.9 9.3 112.1 143.6 271.2 

2005 125.7 16.7 5.4 10.3 113.8 146.7 272.4 
1 1ncludes apples, aprico1s, avocados, bananas, cherries , can1aloupe, cranberries, grapes, grapefrui1, honeydew, kiwifrui1 , lemons, 

limes, mangoes, nec1arines, oranges, papayas, peaches, pears, pineapples, plums, prunes, s1rawberries, 1angelos , 1angerines, 

1emples, and wa1ermelon. 21ncludes apples, applesauce, aprico1s, cherries, olives, peaches, pears, pineapples, plums, and prunes. 
3 lncludes apples, aprico1s, blackberries, blueberries, boysenberries, cherries, loganberries, peaches, plums, loganberries, peaches, 

plums , prunes, raspberries, s1rawberries, and o1her miscellaneous frui1 and berries. 41ncludes apples, aprico1s, dales, figs , peaches, 

pears, prunes, and raisins. Slncludes apple, cranberry , grape, grapefrui1, lemon, lime , orange, 'pineapple, and prune juice. 
6Compu1ed from unrounded da1a. 

Source: USDA/ERS Food Availabili1y Da1a, las1 upda1ed Feb. 15, 2007. 
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In terms of pounds, the annual per capita availability of vegetables increased 23 percent from 

336.8 pounds per capita in 1970 to 414.6 pounds in 2005 (table A2). A small part of this increase 

was due to the 5 percent increase in the availability of vegetables for canning (farm weight), 

which rose from 100.6 pounds per capita in 1970 to 105.5 pounds in 2005. Increases in fresh and 

frozen vegetables accounted for more than 90 percent of the increase in total vegetables. 
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Table A2. Vegetables by Type of Processing (Farm Weight): Per Capita Availability, 1970-2005 

Processing 
Total 

Year Fresh1 Potatoes Total vege-
Canning2 Freezing3 Dried4 for Legumess processed tables6 

chips vegetabless 

Pounds 

1970 154.3 100.6 43.8 13.2 17.4 7.5 182.5 336.8 

1971 148.0 107.8 45.4 13.8 17.2 7.5 191.6 339.6 

1972 151.3 104.5 45.4 13.3 16.7 6.7 186.7 337.9 

1973 148.0 98.2 50.6 14.3 16.3 7.9 187.3 335.3 

1974 145.9 99.3 51.3 16.1 15.7 6.2 188.5 334.4 

1975 148.8 98.0 52.8 16.7 15.5 7.2 190.1 338.9 

1976 148.1 103.4 57.8 17.1 15.8 6.9 201.0 349.1 

1977 148.6 101.6 59.4 12.7 16.2 6.8 196.8 345.3 

1978 143.4 96.6 58.9 13.4 16.5 5.7 191.1 334.5 

1979 148.5 100.6 55.5 13.1 16.7 6.9 192.8 341.2 

1980 151.4 102.5 51.5 10.5 16.5 5.9 187.0 338.4 

1981 145.1 96.9 58.2 11.7 16.6 5.9 189.4 334.4 

1982 150.9 95.1 54.4 12.4 17.0 6.8 185.7 336.6 

1983 151.3 96.4 55.8 11.6 17.8 6.9 188.6 339.9 

1984 156.6 102.6 62.7 11.8 18.0 5.5 200.6 357.1 

1985 158.6 99.2 64.5 12.8 17.6 7.6 201.7 360.2 

1986 158.6 99.5 64.4 12.8 18.1 7.3 202.2 360.8 

1987 165.2 98.9 67.0 12.3 17.6 5.7 201.5 366.7 

1988 170.3 94.6 64.2 12.1 17.1 7.5 195.5 365.9 

1989 175.6 101.8 67.4 12.4 17.4 6.3 205.3 380.9 

1990 170.2 110.6 66.8 14.6 16.4 7.2 215.5 385.7 

1991 170.3 112.6 72.4 15.4 17.3 7.9 225.6 395.9 

1992 173.9 110.6 70.5 14.3 17.1 8.4 220.8 394.8 

1993 180.7 110.1 75.3 15.7 17.7 7.6 226.4 407.1 

1994 186.5 109.8 77.5 14.2 16.5 8.2 226.2 412.7 

1995 180.9 108.0 78.8 14.5 16.4 8.4 226.2 407.2 

1996 185.9 106.3 83.3 17.5 16.4 8.1 231.6 417.5 

1997 190.4 105.4 80.0 16.4 15.5 8.3 225.5 416.0 

1998 185.7 105.3 80.3 17.6 14.7 8.1 226.0 411.8 

1999 192.3 102.8 80.8 14.7 15.9 8.4 222.6 414.9 

2000 198.7 103.2 79.3 17.3 15.9 8.5 224.1 422.8 

2001 195.6 97.3 78.6 15.8 17.6 7.7 217.0 412.6 

2002 194.7 100.7 76.7 15.8 16.5 7.5 217.1 411.8 

2003 199.2 101.5 78.3 17.3 17.3 7.3 221.6 420.8 

2004 200.3 103.4 78.2 15.3 16.5 6.7 220.0 420.3 

2005 197.1 105.5 75.0 14.1 16.0 6.9 217.4 414.6 

1 1ncludes artichokes, asparagus, snap beans, broccoli , cabbage, carrots , cauliflower, celery, sweet corn, cucumbers , eggplant , 

endive, escarole, garlic, head, romaine, and leaf lettuce, mushrooms, onions, bell peppers, potatoes, radishes , spinach, sweet 

potatoes, and tomatoes. 21ncludes asparagus, lima beans, snap beans, beets, cabbage, carrots, sweet corn, cucumbers, 

mushrooms, green peas, chile peppers, potatoes, spinach, 'tomatoes, and other miscellaneous vegetables. 3 lncludes asparagus , 

lima beans, snap beans, broccoli, carrots, cauliflower, sweet corn, green peas, potatoes, spinach and other miscellaneous 

vegetables. 41ncludes potatoes and onions. 5At this time dry field peas and lentils are not available and therefore not included in the 

total legumes. 6Computed from unrounded data. 

Source: USDA/Economic Research Service. Data last updated Feb. 15, 2007. 
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The Food Availability data overstates the amount of food actually ingested by capturing 

substantial quantities of food lost to human use through waste and spoilage beyond the farm gate 

in the marketing system and the home. In order to obtain a closer approximation of what 

Americans, on average, consume over time on an annual and daily basis, a second data series, the 

Loss-Adjusted Food Availability Data, adjusts the Food Availability data for: 

1. Loss from primary (i.e., farm) to retail weight 

2. Loss from retail/institutional level to the consumer level (e.g., in supermarkets, 

megastores like Walmart, and other retail outlets) 

3. Loss at the consumer level. This includes losses for food consumed at home and away 

from home (e.g., restaurants, fastfood outlets etc.) and has two components: 

(a) "Nonedible share" of a food (e.g., asparagus stalk, apple core). Data on the 

nonedible share is from the National Nutrient Database for Standard Reference 

compiled by USDA's Agricultural Research Service. 

(b) "Cooking loss and uneaten food such as plate waste" from the edible share. 

The goal of accounting for these three general types of losses is that the Loss-Adjusted Food 

Availability data will more closely approximate actual food intake. In addition to estimates of 

per capita consumption, the data are presented in two forms: 

1. the number of calories available per capita per day, and 

2. the number of My Pyramid equivalents available per capita per day which can be used to 

compare with dietary recommendations for the U.S. population (e.g., Buzby et al., 2007). 

Figure Al illustrates the multistage process that takes the per capita annual estimates for canned 

sweet com from the farm to the table. 
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Each commodity in the Loss-Adjusted Food Availability data has a spreadsheet posted on the 

ERS website that provides the loss assumptions currently used by ERS (see 

http://www.ers.usda.gov/Data/FoodConsumption/FoodGuidelndex.htm). Additionally, each fruit 

and vegetable has a separate spreadsheet for each product form. For example, apples have 

spreadsheets for fresh, frozen, dehydrated/dried, and canned apples as well as a spreadsheet for 

apples processed into juice. Vegetables do not have tables for juice but have tables for legumes 

and potatoes processed into chips. The Loss-Adjusted Food Availability data for canned fruits 

and vegetables are provided in tables 1 and 2 of this report. 

It is important to note that like the core Food Availability data, this data series is based on the 

food that is available for consumption and does not represent data from consumer surveys.06 

Traditionally, ERS uses the Loss-Adjusted Food Availability Data series to track the dietary 

status of Americans as compared with Federal dietary recommendations. In this report, however, 

ERS uses the data to estimate how much of the different kinds of canned fruits and vegetables 

Americans are consuming over time. 

06Most consumer surveys of dietary intake cover one or a few years of consumption and most are not nationally 
representative of the U.S. population. Moreover, time series data on actual consumption by Americans are lacking. 
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A2. Consumer Expenditure Survey 

The Bureau of Labor Statistics conducts the Consumer Expenditure Survey (CEX) and a major 

objective of the survey is to collect information necessary to construct the Consumer Price 

Indices. The CEX features two components, each with its own questionnaire and sample: 

I. a quarterly interview panel survey in which each of approximately I I,000 households is 

surveyed every 3 months over a I-year period 

2. a weekly diary survey of approximately 7,800 households that keep an expenditure 

record for two consecutive I-week periods. The diary data from 2004 are analyzed in this 

report. 

The diary survey obtains data on small, frequently purchased items that are normally difficult to 

recall, including food and beverages, tobacco, housekeeping supplies, nonprescription drugs, 

personal care products and services, fuels, and utilities. The survey excludes expenditures 

incurred while respondents are away from home for one night or longer. In addition to reporting 

expenditure, respondents also report data on income, social, and demographic characteristics. 

Therefore, CEX data are useful to estimate per capita spending on various food and nonfood 

items by income, social, and demographic characteristics of the U.S. population. 
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A3. The Food Intake Data 

Since 2000, ERS researchers have developed a methodology to analyze food intake survey data 

to examine the influences of income and demographic factors on the consumption of produce 

and animal products. Over 20 analyses have been conducted to study the consumption of specific 

fruits and vegetables (e.g., apples, carrots, and potatoes).07 These studies were mostly based on 

food intake data collected by USDA. USDA has conducted periodic surveys of household and 

individual food consumption in the United States since the 1930s. During 1994-96 and 1998, the 

Continuing Survey of Food Intakes by Individuals (CSFII, 1994-96 and 1998) was the last food 

consumption survey conducted by ARS to collect data on the type and the amount of foods eaten 

by Americans. In addition to food intake data, ARS also developed the Food Commodity Intake 

Database (FCID), which provides data on the edible amount of agricultural food commodities 

contained in each food reported eaten in CSFII. 

Besides food intake, CSFII also collects demographic information, such as household size, 

income, race, age, and gender, and information on where a food was purchased, how it was 

prepared, and where it was eaten. The data are particularly valuable for measuring the effect of 

social, economic, and demographic characteristics on food consumption. 

The 1994-96 and 1998 CSFII was the last food consumption survey conducted exclusively by 

USDA. The data have become dated. Currently, USDA is working with the Centers for Disease 

Control and Prevention to collect food consumption data as part of the National Health and 

Nutrition Examination Survey (NHANES) conducted by U.S. Department of Health and Human 

Services (CDC is part of DHHS). Work is underway to develop a Food Commodity Economic 

Database (a modified FCID database) to continue studying food and commodity consumption 

using survey data being collected since 1999. 

07 Whether or not canned products were included in these studies depended on the type of produce. The depth of 
each analysis depended on the type of publication ERS researchers used to disseminate findings. For example, 
Commodity Spotlight articles in Agricultural Outlook (this publication was later replaced by Amber Waves) were 
short and hence only highlighted selected findings. There were also a number of studies published as ERS Outlook 
Report articles, which provided more detailed description of produce consumption. These ERS publications are 
listed in the references of this report and are available on the ERS website-under "Who eats what and where" in 
http://www.ers.usda.gov/Briefing/DietOuality/whoeats.htm. In addition, some of the research findings were 
published in journals. Interested readers should contact Biing-H wan Lin (blin@ers.usda.gov) for more information. 
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Control Number: 5533507

The Honorable Herbert Kohl 

USDA -
Untied s .. te• DeP11rtm•nt of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

SEP 2 9 2008 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

The Senate Report 110-134 accompanying S. 1859, the 2008 Rural Development, Food 
and Drug and Related Agencies Appropriations Bill, requested that the Economic Research 
Service (ERS) publish a report regarding consumer perceptions and consumption of canned fruits 
and vegetables, specifically: 

"Canned Fruits and Vegetables- The Committee requests the Economic Research Service 
to prepare and publish a report regarding consumer perceptions and consumption of 
canned fruits and vegetables." 

Economic Research Service researchers used USDA' s food consumption survey data, 
Bureau of Labor Statistics' Consumer Expenditure Survey data, and the ERS Food Availability 
Data System to study U.S. consumption of selected fruits and vegetables with available data, 
including select canned fruits and vegetables. Highlights of their findings include: 

• American consumers are consuming more produce, and they prefer it non-canned. 
Using food availability data as a proxy for consumption, the amount of fruit available for 
consumption rose 13 percent between 1970 and 2005 and the amount of vegetables 
available for consumption increased 23 percent. Most of these increases were for fresh 
fruits and vegetables. Although the per capita quantity of canned vegetables increased 
slightly, canned vegetables' share of total vegetables fell from 30 percent to 25 percent. 
Per capita availability of canned fruit decreased by 37 percent, and canned fruits' share of 
total fruit decreased from 11 percent to 6 percent. 

• Consumer spending for canned produce varies across economic and demographic 
groups. Analysis of household spending on both fresh and canned fruits and vegetables 
shows considerable variation in spending on canned produce and that spending was 
affected by social and demographic factors. Higher income households tend to spend 

An Equal Opportunity E~r 



The Honorable Herbert Kohl 
Page 2 

more per capita on canned fruits and vegetables than do lower income households. The 
same holds true for households headed by older persons, compared with their younger 
counterparts. Households with children tend to spend relatively less on canned fruits and 
vegetables. Hispanic households have lower expenditures on canned fruits than other 
ethnic groups. Asians spend the least on canned vegetables, while African Americans 
spend the most. 

• Looking ahead, market trends suggest that the share of canned produce in total 
consumption will continue to decline. However, several divergent forces may affect 
that outcome. The U.S. population is expected to become wealthier, older, better 
educated, and more ethnically diverse in the long run. Many economic, social, and 
demographic changes will occur simultaneously and some will have offsetting effects on 
the demand for canned fruits and vegetables. For example, a wealthier and older 
population is likely to spend more on canned fruits and vegetables. However, growth in 
the Hispanic population, who tend to spend less on canned produce than the rest of the 
population, may head demand for canned produce in the opposite direction. 
Consequently, it is difficult to predict the future demand for canned fruits and vegetables. 
However, if the trends shown in the food availability data prevail in the future, total per 
capita consumption of fruits and vegetables will continue to increase and the canned 
share of fruits and vegetables will continue to decline. 

ERS researchers would be pleased to provide a briefing to the Committee regarding the 
report's findings. An identical letter is being sent to Senator Bennett, Congresswoman DeLauro, 
and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable Robert Bennett 

USDA -
United States Depllr1ment of Agriculture 

Office of Iha Secretary 
Washington, D.C. 20250 

SEP 2 9 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
190 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Senator Bennett: 

The Senate Report 110-134 accompanying S. 1859, the 2008 Rural Development, Food 
and Drug and Related Agencies Appropriations Bill, requested that the Economic Research 
Service (ERS) publish a report regarding consumer perceptions and consumption of canned fruits 
and vegetables, specifically: 

"Canned Fruits and Vegetables- The Committee requests the Economic Research Service 
to prepare and publish a report regarding consumer perceptions and consumption of 
canned fruits and vegetables." 

Economic Research Service researchers used USDA's food consumption survey data, 
Bureau of Labor Statistics' Consumer Expenditure Survey data, and the ERS Food Availability 
Data System to study U.S. consumption of selected fruits and vegetables with available data, 
including select canned fruits and vegetables. Highlights of their findings include: 

• American consumers are consuming more produce, and they prefer it non-canned. 
Using food availability data as a proxy for consumption, the amount of fruit available for 
consumption rose 13 percent between 1970 and 2005 and the amount of vegetables 
available for consumption increased 23 percent. Most of these increases were for fresh 
fruits and vegetables. Although the per capita quantity of canned vegetables increased 
slightly, canned vegetables' share of total vegetables fell from 30 percent to 25 percent. 
Per capita availability of canned fruit decreased by 37 percent, and canned fruits' share of 
total fruit decreased from 11 percent to 6 percent. 

• Consumer spending for canned produce varies across economic and demographic 
groups. Analysis of household spending on both fresh and canned fruits and vegetables 
shows considerable variation in spending on canned produce and that spending was 
affected by social and demographic factors. Higher income households tend to spend 
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more per capita on canned fruits and vegetables than do lower income households. The 
same holds true for households headed by older persons, compared with their younger 
counterparts. Households with children tend to spend relatively less on canned fruits and 
vegetables. Hispanic households have lower expenditures on canned fruits than other 
ethnic groups. Asians spend the least on canned vegetables, while African Americans 
spend the most. 

• Looking ahead, market trends suggest that the share of canned produce in total 
consumption will continue to decline. However, several divergent forces may affect 
that outcome. The U.S. population is expected to become wealthier, older, better 
educated, and more ethnically diverse in the long run. Many economic, social, and 
demographic changes will occur simultaneously and some will have offsetting effects on 
the demand for canned fruits and vegetables. For example, a wealthier and older 
population is likely to spend more on canned fruits and vegetables. However, growth in 
the Hispanic population, who tend to spend less on canned produce than the rest of the 
population, may head demand for canned produce in the opposite direction. 
Consequently, it is difficult to predict the future demand for canned fruits and vegetables. 
However, if the trends shown in the food availability data prevail in the future, total per 
capita consumption of fruits and vegetables will continue to increase and the canned 
share of fruits and vegetables will continue to decline. 

ERS researchers would be pleased to provide a briefing to the Committee regarding the 
report's findings. An identical letter is being sent to Senator Kohl, Congresswoman DeLauro, 
and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable Rosa DeLauro 

USDA -
United Stllte• De1>9rtment of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

SEP 2 9 2008 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
Room 2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

The Senate Report 110-134 accompanying S. 1859, the 2008 Rural Development, Food 
and Drug and Related Agencies Appropriations Bill, requested that the Economic Research 
Service (ERS) publish a report regarding consumer perceptions and consumption of canned fruits 
and vegetables, specifically: 

"Canned Fruits and Vegetables- The Committee requests the Economic Research Service 
to prepare and publish a report regarding consumer perceptions and consumption of 
canned fruits and vegetables." 

Economic Research Service researchers used USDA's food consumption survey data, 
Bureau of Labor Statistics' Consumer Expenditure Survey data, and the ERS Food Availability 
Data System to study U.S. consumption of selected fruits and vegetables with available data, 
including select canned fruits and vegetables. Highlights of their findings include: 

• American consumers are consuming more produce, and they prefer it non-canned. 
Using food availability data as a proxy for consumption, the amount of fruit available for 
consumption rose 13 percent between 1970 and 2005 and the amount of vegetables 
available for consumption increased 23 percent. Most of these increases were for fresh 
fruits and vegetables. Although the per capita quantity of canned vegetables increased 
slightly, canned vegetables' share of total vegetables fell from 30 percent to 25 percent. 
Per capita availability of canned fruit decreased by 37 percent, and canned fruits' share of 
total fruit decreased from 11 percent to 6 percent. 

• Consumer spending for canned produce varies across economic and demographic 
groups. Analysis of household spending on both fresh and canned fruits and vegetables 
shows considerable variation in spending on canned produce and that spending was 
affected by social and demographic factors. Higher income households tend to spend 
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more per capita on canned fruits and vegetables than do lower income households. The 
same holds true for households headed by older persons, compared with their younger 
counterparts. Households with children tend to spend relatively less on canned fruits and 
vegetables. Hispanic households have lower expenditures on canned fruits than other 
ethnic groups. Asians spend the least on canned vegetables, while African Americans 
spend the most. 

• Looking ahead, market trends suggest that the share of canned produce in total 
consumption will continue to decline. However, several divergent forces may affect 
that outcome. The U.S. population is expected to become wealthier, older, better 
educated, and more ethnically diverse in the long run. Many economic, social, and 
demographic changes will occur simultaneously and some will have offsetting effects on 
the demand for canned fruits and vegetables. For example, a wealthier and older 
population is likely to spend more on canned fruits and vegetables. However, growth in 
the Hispanic population, who tend to spend less on canned produce than the rest of the 
population, may head demand for canned produce in the opposite direction. 
Consequently, it is difficult to predict the future demand for canned fruits and vegetables. 
However, if the trends shown in the food availability data prevail in the future, total per 
capita consumption of fruits and vegetables will continue to increase and the canned 
share of fruits and vegetables will continue to decline. 

ERS researchers would be pleased to provide a briefing to the Committee regarding the 
report's findings. An identical letter is being sent to Senators Kohl and Bennett, and 
Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable Jack Kingston 

USDA -
United Statea Department of Agriculture 

Office of the Secretary 
'llashington,O.C.20250 

SEP 2 9 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

The Senate Report 110-134 accompanying S. 1859, the 2008 Rural Development, Food 
and Drug and Related Agencies Appropriations Bill, requested that the Economic Research 
Service (ERS) publish a report regarding consumer perceptions and consumption of canned fruits 
and vegetables, specifically: 

"Canned Fruits and Vegetables- The Committee requests the Economic Research Service 
to prepare and publish a report regarding consumer perceptions and consumption of 
canned fruits and vegetables." 

Economic Research Service researchers used USDA's food consumption survey data, 
Bureau of Labor Statistics' Consumer Expenditure Survey data, and the ERS Food Availability 
Data System to study U.S. consumption of selected fruits and vegetables with available data, 
including select canned fruits and vegetables. Highlights of their findings include: 

• American consumers are consuming more produce, and they prefer it non-canned. 
Using food availability data as a proxy for consumption, the amount of fruit available for 
consumption rose 13 percent between 1970 and 2005 and the amount of vegetables 
available for consumption increased 23 percent. Most of these increases were for fresh 
fruits and vegetables. Although the per capita quantity of canned vegetables increased 
slightly, canned vegetables' share of total vegetables fell from 30 percent to 25 percent. 
Per capita availability of canned fruit decreased by 37 percent, and canned fruits' share of 
total fruit decreased from 11 percent to 6 percent. 

• Consumer spending for canned produce varies across economic and demographic 
groups. Analysis of household spending on both fresh and canned fruits and vegetables 
shows considerable variation in spending on canned produce and that spending was 
affected by social and demographic factors. Higher income households tend to spend 
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more per capita on canned fruits and vegetables than do lower income households. The 
same holds true for households headed by older persons, compared with their younger 
counterparts. Households with children tend to spend relatively less on canned fruits and 
vegetables. Hispanic households have lower expenditures on canned fruits than other 
ethnic groups. Asians spend the least on canned vegetables, while African Americans 
spend the most. 

• Looking ahead, market trends suggest that the share of canned produce in total 
consumption will continue to decline. However, several divergent forces may affect 
that outcome. The U.S. population is expected to become wealthier, older, better 
educated, and more ethnically diverse in the long run. Many economic, social, and 
demographic changes will occur simultaneously and some will have offsetting effects on 
the demand for canned fruits and vegetables. For example, a wealthier and older 
population is likely to spend more on canned fruits and vegetables. However, growth in 
the Hispanic population, who tend to spend less on canned produce than the rest of the 
population, may head demand for canned produce in the opposite direction. 
Consequently, it is difficult to predict the future demand for canned fruits and vegetables. 
However, if the trends shown in the food availability data prevail in the future, total per 
capita consumption of fruits and vegetables will continue to increase and the canned 
share of fruits and vegetables will continue to decline. 

ERS researchers would be pleased to provide a briefing to the Committee regarding the 
report's findings. An identical letter is being sent to Senators Kohl and Bennett, and 
Congresswoman DeLauro. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



Control Number: 5552798

U.S. Department of Agriculture 

The Honorable Mitch McConnell 
Minority Leader 
United States Senate 
Washington, D.C. 20510 

Dear Senator McConnell: 

U.S. Department of Health and Human Services 

We are pleased to transmit to Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. The report we have enclosed includes all notifications received of a theft, loss, or 
release of a select agent or toxin between January 1, 2007, and December 31, 2007. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. 

Your continued support in this critical area of public health, animal and plant health, and national 
security is greatly appreciated. 

Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michael 0. Leavitt 
Secretary 
Department of Health and Human Services 



U.S. Department of Agriculture 

The Honorable John Boehner 
Minority Leader 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Congressman Boehner: 
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U.S. Department of Health and Human Services 

We are pleased to transmit to the Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. The report we have enclosed includes all notifications received of a theft, loss, or 
release of a select agent or toxin between January 1, 2007, and December 31, 2007. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. 

Your continued support in this critical area of public health, animal and plant health, and national 
security is greatly appreciated. 

Edward T. Schafer 
Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michael 0. Leavitt 
Secretary 
Department of Health and Human Services 



U.S. Department of Agriculture 

The Honorable Richard B. Cheney 
President of the Senate 
Washington, D.C. 20510 

Dear Mr. President: 
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U.S. Department of Health and Human Services 

We are pleased to transmit to the Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. The report we have enclosed includes all notifications received of a theft, loss, or 
release of a select agent or toxin between January 1, 2007, and December 31, 2007. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. 

Your continued support in this critical area of public health, animal and plant health, and national 
security is greatly appreciated. 

Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michael 0. Leavitt 
Secretary 
Department of Health and Human Services 



U.S. Department of Agriculture 

The Honorable Nancy Pelosi 
Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Madam Speaker: 
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U.S. Department of Health and Human Services 

We are pleased to transmit to the Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. The report we have enclosed includes all notifications received of a theft, loss, or 
release of a select agent or toxin between January 1, 2007, and December 31, 2007. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. The report of 
notifications received of a theft, loss, or release of a select agent or toxin between January 1, 2007 and 
December 31, 2007 is attached. 

Your continued support in this critical area of public health, animal and plant health, and national 
security is greatly appreciated. 

Edward T. Schafer 
Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michael 0. Leavitt 
Secretary 
Department of Health and Human Services 



U.S. Department of Agriculture 

The Honorable Harry Reid 
Majority Leader 
United States Senate 
Washington, D.C. 20510 

Dear Senator Reid: 

U.S. Department of Health and Human Services 

We are pleased to transmit to Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. The report of 
notifications received of a theft, loss, or release of a select agent or toxin between January 1, 2007 and 
December 31, 2007 is attached. 

Your continued support in this critical area of public, animal and plant health, and national 
security is greatly appreciated. 

Edward T. Schaf er 
Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michael 0. Leavitt 
Secretary 
Department of Health and Human Services 
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Report to Congress on Thefts, Losses, or Releases of Select Agents or Toxins 
January 1, 2007 to December 31, 2007 

The Public Health Security and Bioterrorism Preparedness and Response Act of 2002 (P.L. 107-188) 
requires the Secretaries of Health and Human Services and Agriculture to report to Congress 
annually on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins (select agents) regulated pursuant to that Act. 

Overview 

The Select Agent Programs at the Department of Health and Human Services (HHS) and the 
Department of Agriculture (USDA) received seventy-one (71) reports of theft, loss (failure to 
account for a select agent or toxin), or release (occupational exposure or release of a select agent 
or toxin outside of the primary barriers 1 of the biocontainment area) of a select agent between 
January 1, 2007 and December 31, 2007. As a result of the follow-up investigations conducted by 
HHS, USDA, and the Federal Bureau oflnvestigation (FBI) regarding these reports, it was 
determined that there were: 

• No confirmed thefts of a select agent; 

• One (I) confirmed loss of a select agent; and, 

• One (I) confirmed release of a select agent. 

Thirteen (13) of the seventy-one (71) reports involved apparent non-compliance with the Select 
Agent Regulations (7 CFR part 331, 9 CFR part 121, 42 CFR part 73). Of these thirteen (13) reports, 
six (6) reports involving one (I) entity were referred to the HHS Office oflnspector General (OIG) 
and seven (7) reports 2 involving five (5) entities were referred to the USDA, Animal and Plant 
Health Inspection Service, Investigative and Enforcement Services (IES). 

Four (4) of the seventy-one (71) reports did not involve a select agent. However, one of the reports 
was referred to USDA IES for further investigation. 

For the remaining sixty-seven (67) of the seventy-one (71) reports received by HHS and USDA, 
there were nine (9) reports of a possible loss of a select agent and fifty-eight (58) reports of a possible 
release of a select agent. 

Reports of Possible Losses 

It is important to note that none of the reported losses were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the nine (9) reports of a possible loss of a select 
agent: 

1 In interpreting its regulations, the Select Agent Programs use the concept of"primary barrier of containment" 
found in the 5th edition of Biosafety in Microbiological and Biomedical Laboratories. The term "containment" is 
used in describing safe methods, facilities and equipment for managing infectious materials in the laboratory 
environment where they are being handled or maintained. Primary containment, the protection of personnel and the 
immediate laboratory environment from exposure to infectious agents, is provided by both good microbiological 
technique and the use of appropriate safety equipment. Safety Equipment (Primary Barriers) includes biological 
safety cabinets (BSCs), enclosed containers, and other engineering controls designed to remove or minimize 
exposures to hazardous biological materials. 
2Three (3) of the seven (7) reports involved one entity. 
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• There was one (I) confirmed report of a loss of a select agent. This loss involved a package 
that contained a select agent lost during shipment. After the entity reported the loss of the 
select agent in transit, the FBI conducted an investigation. The FBI determined that there 
was no criminal intent because the FBI believed that the package containing the select agent 
was damaged by the courier and discarded as refuse. This report was referred to the 
Department of Transportation for further investigation and enforcement. 

• One (I) report involved an inventory discrepancy where the entity was able to determine 
that the vials had been inadvertently autoclaved. 

• Two (2) reports involved an inventory discrepancy due to poor recordkeeping. Each of 
these reports involved apparent non-compliance with the Select Agent Regulations and were 
referred to USDA JES for further investigation and enforcement. 

• Five (5) reports are currently under investigation by USDA, HHS and FBI. Three (3) of the 
five (5) reports involved apparent non-compliance with the Select Agent Regulations and 
were referred to USDA JES for further investigation and enforcement. 

Reports of Possible Releases 

It is important to note that none of the reported releases were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the fifty-eight (58) reports of a possible release 
of a select agent: 

• There was one (1) confirmed report of a release of a select agent. This release was 
identified by an illness in a laboratorian that occurred as a result her working with Bruce/la 
melitensis under conditions that failed to protect her from an aerosol exposure. This report 
involved an apparent non-compliance with the Select Agent Regulations and was referred to 
HHS OIG for further investigation and enforcement. 

• Thirty-nine (39) reports involved incidents of possible exposure to a select agent and medical 
treatment was provided as a precaution, but where there was no illness or other evidence of 
an actual exposure. Five (5) of these thirty-nine (39) reports that were received from one 
entity involved an apparent non-compliance with the Select Agent Regulations and were 
referred to HHS OIG for further investigation and enforcement. 

• Four ( 4) reports involved a possible release outside the primary barrier of containment. 
However, an investigation conducted by the HHS and USDA Select Agent Programs 
concluded that an occupational exposure was unlikely. 

• Two (2) reports were determined to not be occupational exposures or releases outside the 
primary barrier of containment after investigations were conducted by the HHS and USDA 
Select Agent Programs. 

• Twelve (12) reports are currently under investigation by HHS and USDA. One (I) of these 
twelve (12) reports involved apparent non-compliance with the Select Agent Regulations 
and was referred to USDA JES for further investigation and enforcement. 

Summary 

In summary, the APHIS and CDC Select Agent Programs received seventy-one (71) reports of theft, 
Joss, or release of a select agent or toxin between January I, 2007 and December 31, 2007. As a 
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result of the follow-up investigations conducted by HHS, USDA, and the FBI regarding these 
reports, it was detennined that there were: 

• No confinned thefts of a select agent; 

• One (1) confirmed loss of a select agent; and, 

• One (1) confirmed release of a select agent. 
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Control Number: 5552798

U.S. Department of Agriculture 

The Honorable Richard B. Cheney 
President of the Senate 
Washington, D.C. 20510 

Dear Mr. President: 

U.S. Department of Health and Human Services 

OCT - 3 2008 

We are pleased to transmit to the Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. The report we have enclosed includes all notifications received of a theft, loss, or 
release of a select agent or toxin between January 1, 2007, and December 31, 2007. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. 

Your continued support in this critical area of public health, animal and plant health, and national 
security is greatly appreciated. 

Edward T. Schafe 
Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michael 0. Leavitt 
Secretary 
Department of Health and Human Services 
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Report to Congress on Thefts, Losses, or Releases of Select Agents or Toxins 
January 1, 2007 to December 31, 2007 

The Public Health Security and Bioterrorism Preparedness and Response Act of 2002 (P.L. l 07-188) 
requires the Secretaries of Health and Human Services and Agriculture to report to Congress 
annually on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins (select agents) regulated pursuant to that Act. 

Overview 

The Select Agent Programs at the Department of Health and Human Services (HHS) and the 
Department of Agriculture (USDA) received seventy-one (7 l) reports of theft, loss (failure to 
account for a select agent or toxin), or release (occupational exposure or release of a select agent 
or toxin outside of the primary barriers1 of the biocontainment area) of a select agent between 
January l, 2007 and December 31, 2007. As a result of the follow-up investigations conducted by 
HHS, USDA, and the Federal Bureau of Investigation (FBI) regarding these reports, it was 
detennined that there were: 

• No confirmed thefts of a select agent; 

• One (1) confirmed loss of a select agent; and, 

• One ( 1) confirmed release of a select agent. 

Thirteen (13) of the seventy-one (71) reports involved apparent non-compliance with the Select 
Agent Regulations (7 CFRpart 331, 9 CFRpart 121, 42 CFRpart 73). Of these thirteen (13) reports, 
six (6) reports involving one (1) entity were referred to the HHS Office oflnspector General (OIG) 
and seven (7) reports 2 involving five (5) entities were referred to the USDA, Animal and Plant 
Health Inspection Service, Investigative and Enforcement Services (IES). 

Four (4) of the seventy-one (71) reports did not involve a select agent. However, one of the reports 
was referred to USDA IES for further investigation. 

For the remaining sixty-seven (67) of the seventy-one (71) reports received by HHS and USDA, 
there were nine (9) reports of a possible loss of a select agent and fifty-eight (58) reports of a possible 
release of a select agent. 

Reports of Possible Losses 

It is important to note that none of the reported losses were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the nine (9) reports of a possible loss of a select 
agent: 

1 ln interpretin; its regulations, the Select Agent Programs use the concept of"primary barrier of containment" 
found in the 5 edition of Biosafety in Microbiological and Biomedical Laboratories. The term "containment" is 
used in describing safe methods, facilities and equipment for managing infectious materials in the laboratmy 
enviromnentwhere they are being handled or maintained. Primary containment, the protection of personnel and the 
immediate laboratory environment from exposure to infectious agents, is provided by both good microbiological 
technique and the use of appropriate safety equipment. Safety Equipment (Primary Barriers) includes biological 
safety cabinets (BSCs), enclosed containers, and other engineering controls designed to remove or minimize 
exposures to hazardous biological materials. 
2Three (3) of the seven (7) reports involved one entity. 
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• There was one ( l) confirmed report of a loss of a select agent. This loss involved a package 
that contained a select agent lost during shipment. After the entity reported the loss of the 
select agent in transit, the FBI conducted an investigation. The FBI determined that there 
was no criminal intent because the FBI believed that the package containing the select agent 
was damaged by the courier and discarded as refuse. This report was referred to the 
Department of Transportation for further investigation and enforcement. 

• One (l) report involved an inventory discrepancy where the entity was able to determine 
that the vials had been inadvertently autoclaved. 

• Two (2) reports involved an inventory discrepancy due to poor recordkeeping. Each of 
these reports involved apparent non-compliance with the Select Agent Regulations and were 
referred to USDA IES for further investigation and enforcement. 

• Five (5) reports are currently under investigation by USDA, HHS and FBI. Three (3) of the 
five (5) reports involved apparent non-compliance with the Select Agent Regulations and 
were referred to USDA IES for further investigation and enforcement. 

·Reports of Possible Releases 

It is important to note that none of the reported releases were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the fifty-eight (58) reports of a possible release 
of a select agent: 

• There was one ( l) confirmed report of a release of a select agent. This release was 
identified by an illness in a laboratorian that occurred as a result her working with Bruce/la 
melitensis under conditions that failed to protect her from an aerosol exposure. This report 
involved an apparent non-compliance with the Select Agent Regulations and was referred to 
HHS OIO for further investigation and enforcement. 

• Thirty-nine (39) reports involved incidents of possible exposure to a select agent and medical 
treatment was provided as a precaution, but where there was no illness or other evidence of 
an actual exposure. Five (5) of these thirty-nine (39) reports that were received from one 
entity involved an apparent non-compliance with the Select Agent Regulations and were 
referred to HHS OIO for further investigation and enforcement. 

• Four (4) reports involved a possible release outside the primary barrier of containment. 
However, an investigation conducted by the HHS and USDA Select Agent Programs 
concluded that an occupational exposure was unlikely. 

• Two (2) reports were determined to not be occupational exposures or releases outside the 
primary barrier of containment after investigations were conducted by the HHS and USDA 
Select Agent Programs. 

• Twelve (12) reports are currently under investigation by HHS and USDA. One (1) of these 
twelve (12) reports involved apparent non-compliance with the Select Agent Regulations 
and was referred to USDA JES for further investigation and enforcement. 

Summary 

In summary, the APHIS and CDC Select Agent Programs received seventy-one (71) reports of theft, 
loss, or release of a select agent or toxin between January 1, 2007 and December 31, 2007. As a 
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result of the follow-up investigations conducted by HHS, USDA, and the FBI regarding these 
reports, it was determined that there were: 

• No confirmed thefts of a select agent; 

• One (l) confirmed loss of a select agent; and, 

• One (l) confirmed release of a select agent. 
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U.S. Department of Agriculture 

The Honorable Nancy Pelosi 
Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Madam Speaker: 

U.S. Department of Health and Human Services 

OCT - 3 200~ 

We are pleased to transmit to the Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. The report we have enclosed includes all notifications received of a theft, loss, or 
release of a select agent or toxin between January 1, 2007, and December 31, 2007. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. The report of 
notifications received of a theft, loss, or release of a select agent or toxin between January 1, 2007 and 
December 31, 2007 is attached. 

Your continued support in this critical area of public health, animal and plant health, and national 
security is greatly appreciated. , 

Edward T. Schafer 
Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michael 0. Leavitt 
Secretary 
Department of Health and Human Services 
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Report to Congress on Thefts, Losses, or Releases of Select Agents or Toxins 
January 1, 2007 to December 31, 2007 

The Public Health Security and Bioterrorism Preparedness and Response Act of 2002 (P.L. l 07-188) 
requires the Secretaries of Health and Human Services and Agriculture to report to Congress 
annually on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins (select agents) regulated pursuant to that Act. 

Overview 

The Select Agent Programs at the Department of Health and Human Services (HHS) and the 
Department of Agriculture (USDA) received seventy-one (71) reports of theft, loss (failure to 
account for a select agent or toxin), or release (occupational exposure or release of a select agent 
or toxin outside of the primary barriers1 of the biocontainment area) of a select agent between 
January l, 2007 and December 31, 2007. As a result of the fol low-up investigations conducted by 
HHS, USDA, and the Federal Bureau of Investigation (FBI) regarding these reports, it was 
determined that there were: 

• No confirmed thefts of a select agent; 

• One ( l) confirmed loss of a select agent; and, 

• One ( l) confirmed release of a select agent. 

Thirteen (13) of the seventy-one (71) reports involved apparent non-compliance with the Select 
Agent Regulations (7 CFR part 331, 9 CFR part 121, 42 CFR part 73). Of these thirteen (13) reports, 
six (6) reports involving one (I) entity were referred to the HHS Office of Inspector General (OIG) 
and seven (7) reports 2 involving five (5) entities were referred to the USDA, Animal and Plant 
Health Inspection Service, Investigative and Enforcement Services (JES). 

Four (4) of the seventy-one (71) reports did not involve a select agent. However, one of the reports 
was referred to USDA IES for further investigation. 

For the remaining sixty-seven (67) of the seventy-one (71) reports received by HHS and USDA, 
there were nine (9) reports of a possible loss of a select agent and fifty-eight (58) reports of a possible 
release of a select agent. 

Reports of Possible Losses 

It is important to note that none of the reported losses were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the nine (9) reports of a possible loss of a select 
agent: 

1 In interpreting its regulations, the Select Agent Programs use the concept of"primary barrier of containment" 
found in the 5th edition of Biosafety in Microbiological and Biomedical Laboratories. The tenn "containment" is 
used in describing safe methods, facilities and equipment for managing infectious materials in the laboratory 
environment where they are being l:i~ndled or maintained. Pdmary co11tl:ljrup~nt. the prnt~ctioo of personnel and the 
immediate laboratory envirorunent from exposure to infectious agents, is provided by both good microbiological 
technique and the use of appropriate safety equipment. Safety Equipment (Primary Barriers) includes biological 
safety cabinets (BSCs), enclosed containers, and other engineering controls designed to remove or minimize 
exposures to hazardous biological materials. 
2Three (3) of the seven (7) reports involved one entity. 
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• There was one (1) confirmed report of a loss of a select agent. This loss involved a package 
that contained a select agent lost during shipment. After the entity reported the loss of the 
select agent in transit, the FBI conducted an investigation. The FBI determined that there 
was no criminal intent because the FBI believed that the package containing the select agent 
was damaged by the courier and discarded as refuse. This report was referred to the 
Department of Transportation for further investigation and enforcement. 

• One (1) report involved an inventory discrepancy where the entity was able to determine 
that the vials had been inadvertently autoclaved. 

• Two (2) reports involved an inventory discrepancy due to poor recordkeeping. Each of 
these reports involved apparent non-compliance with the Select Agent Regulations and were 
referred to USDA IES for further investigation and enforcement. 

• Five (5) reports are currently under investigation by USDA, HHS and FBI. Three (3) of the 
five (5) reports involved apparent non-compliance with the Select Agent Regulations and 
were referred to USDA IES for further investigation and enforcement. 

Reports of Possible Releases 

It is important to note that none of the reported releases were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the fifty-eight (58) reports of a possible release 
of a select agent: 

• There was one (1) confirmed report of a release of a select agent. This release was 
identified by an illness in a laboratorian that occurred as a result her working with Bruce/la 
me/itensis under conditions that failed to protect her from an aerosol exposure. This report 
involved an apparent non-compliance with the Select Agent Regulations and was referred to 
HHS OIG for further investigation and enforcement. 

• Thirty-nine (39) reports involved incidents of possible exposure to a select agent and medical 
treatment was provided as a precaution, but where there was no illness or other evidence of 
an actual exposure. Five (5) of these thirty-nine (39) reports that were received from one 
entity involved an apparent non-compliance with the Select Agent Regulations and were 
referred to HHS OIG for further investigation and enforcement. 

• Four (4) reports involved a possible release outside the primary barrier of containment. 
However, an investigation conducted by the HHS and USDA Select Agent Programs 
concluded that an occupational exposure was unlikely. 

• Two (2) reports were determined to not be occupational exposures or releases outside the 
primary barrier of containment after investigations were conducted by the HHS and USDA 
Select Agent Programs. 

• Twelve (12) reports are currently under investigation by HHS and USDA. One (1) of these 
twelve ( 12) reports involved apparent non-compliance with the Select Agent Regulations 
and was referred to USDA IES for further investigation and enforcement. 

Summary 

In summary, the APHIS and CDC Select Agent Programs received seventy-one (71) reports of theft, 
loss, or release of a select agent or toxin between January 1, 2007 and December 31, 2007. As a 
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result of the follow-up investigations conducted by HHS, USDA, and the FBI regarding these 
reports, it was determined that there were: 

• No confirmed thefts of a select agent; 

• One (I) confirmed loss of a select agent; and, 

• One (I) confirmed release of a select agent. 
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U.S. Department of Agriculture 

The Honorable Mitch McConnell 
Minority Leader 
United States Senate 
Washington, D.C. 20510 

Dear Senator McConnell: 

U.S. Department of Health and Human Services 

OCT - 3 2008 

We are pleased to transmit to Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. The report we have enclosed includes all notifications received of a theft, loss, or 
release of a select agent or toxin between January 1, 2007, and December 31, 2007. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. 

Your continued support in this critical area of public health, animal and plant health, and national 
security is greatly appreciated. 

Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michael 0. Leavitt 
Secretary 
Department of Health and Human Services 
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Report to Congress on Thefts, Losses, or Releases of Select Agents or Toxins 
January 1, 2007 to December 31, 2007 

The Public Health Security and Bioterrorism Preparedness and Response Act of 2002 (P.L. 107-188) 
requires the Secretaries of Health and Human Services and Agriculture to report to Congress 
annually on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins (select agents) regulated pursuant to that Act. 

Overview 

The Select Agent Programs at the Department of Health and Human Services (HHS) and the 
Department of Agriculture (USDA) received seventy-one (71) reports of theft, loss (failure to 
account for a select agent or toxin), or release (occupational exposure or relea.Se of a select agent 
or toxin outside of the primary barriers 1 of the biocontainment area) of a select agent between 
January 1, 2007 and December 31, 2007. As a result of the follow-up investigations conducted by 
HHS, USDA, and the Federal Bureau oflnvestigation (FBI) regarding these reports, it was 
determined that there were: 

• No confirmed thefts of a select agent; 

• One ( 1) confirmed loss of a select agent; and, 

• One ( 1) confirmed release of a select agent. 

Thirteen (13) of the seventy-one (71) reports involved apparent non-compliance with the Select 
Agent Regulations (7 CFR part 331, 9 CFR part 121, 42 CFR part 73). Of these thirteen ( 13) reports, 
six (6) reports involving one (1) entity were referred to the HHS Office oflnspector General (OIG) 
and seven (7) reports 2 involving five (5) entities were referred to the USDA, Animal and Plant 
Health Inspection Service, Investigative and Enforcement Services (IES). 

Four (4) of the seventy-one (71) reports did not involve a select agent. However, one of the reports 
was referred to USDA IES for further investigation. 

For the remaining sixty-seven (67) of the seventy-one (71) reports received by HHS and USDA, 
there were nine (9) reports of a possible loss of a select agent and fifty-eight (58) reports of a possible 
release of a select agent. 

Reports of Possible Losses 

It is important to note that none of the reported losses were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the nine (9) reports of a possible loss of a select 
agent: 

1 In interpretinrf its regulations, the Select Agent Programs use the concept of"primary barrier of containment" 
found in the 5 edition of Biosafety in Microbiological and Biomedical laboratories. The term "containment" is 
used in describing safe methods, facilities and equipment for managing infectious materials in the laboratory 
environment where they are being handled or maintained. Primary containment, the protection of personnel and the 
immediate laboratory environment from exposure to infectious agents, is provided by both good microbiological 
technique and the use of appropriate safety equipment. Safety Equipment (Primary Barriers) includes biological 
safety cabinets (BSCs), enclosed containers, and other engineering controls designed to remove or minimize 
exposures to hazardous biological materials. 
2Three (3) of the seven (7) reports involved one entity. 
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• There was one (1) confirmed report of a loss of a select agent. This loss involved a package 
that contained a select agent lost during shipment. After the entity reported the loss of the 
select agent in transit, the FBI conducted an investigation. The FBI determined that there 
was no criminal intent because the FBI believed that the package containing the select agent 
was damaged by the courier and discarded as refuse. This report was referred to the 
Department of Transportation for further investigation and enforcement. 

• One (1) report involved an inventory discrepancy where the entity was able to determine 
that the vials had been inadvertently autoclaved. 

• Two (2) reports involved an inventory discrepancy due to poor recordkeeping. Each of 
these reports involved apparent non-compliance with the Select Agent Regulations and were 
referred to USDA IES for further investigation and enforcement. 

• Five (5) reports are currently under investigation by USDA, HHS and FBI. Three (3) of the 
five (5) reports involved apparent non-compliance with the Select Agent Regulations and 
were referred to USDA IES for further investigation and enforcement. 

Reports of Possible Releases 

It is important to note that none of the reported releases were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the fifty-eight (58) reports of a possible release 
of a select agent: 

• There was one (1) confirmed report of a release of a select agent. This release was 
identified by an illness in a laboratorian that occurred as a result her working with Bruce/la 
melitensis under conditions that failed to protect her from an aerosol exposure. This report 
involved an apparent non-compliance with the Select Agent Regulations and was referred to 
HHS OIG for further investigation and enforcement. 

• Thirty-nine (39) reports involved incidents of possible exposure to a select agent and medical 
treatment was provided as a precaution, but where there was no illness or other evidence of 
an actual exposure. Five (5) of these thirty-nine (39) reports that were received from one 
entity involved an apparent non-compliance with the Select Agent Regulations and were 
referred to HHS OIG for further investigation and enforcement. 

• Four (4) reports involved a possible release outside the primary barrier of containment. 
However, an investigation conducted by the HHS and USDA Select Agent Programs 
concluded that an occupational exposure was unlikely. 

• Two (2) reports were determined to not be occupational exposures or releases outside the 
primary barrier of containment after investigations were conducted by the HHS and USDA 
Select Agent Programs. 

• Twelve (12) reports are currently under investigation by HHS and USDA. One (1) of these 
twelve (12) reports involved apparent non-compliance with the Select Agent Regulations 
and was referred to USDA IES for further investigation and enforcement. 

Summary 

In summary, the APHIS and CDC Select Agent Programs received seventy-one (71) reports of theft, 
loss, or release of a select agent or toxin between January 1, 2007 and December 31, 2007. As a 
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result of the follow-up investigations conducted by HHS, USDA, and the FBI regarding these 
reports, it was detennined that there were: 

• No confinned thefts of a select agent; 

• One (1) confinned loss of a select agent; and, 

• One (1) confinned release of a select agent. 
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U.S. Department of Agriculture 

The Honorable John Boehner 
Minority Leader 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Congressman Boehner: 

U.S. Department of Health and Human Services 

OCT - 3 2008 

We are pleased to transmit to the Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. The report we have enclosed includes all notifications received of a theft, loss, or 
release of a select agent or toxin between January 1, 2007, and December 31, 2007. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. 

Your continued support in this critical area of public health, animal and plant health, and national 
security is greatly appreciated. 

Edward T. Schafer 
Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michae 0. Leavitt 
Secretary 
Department of Health and Human Services 
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Report to Congress on Thefts, Losses, or Releases of Select Agents or Toxins 
January 1, 2007 to December 31, 2007 

The Public Health Security and Bioterrorism Preparedness and Response Act of 2002 (P.L. l 07-188) 
requires the Secretaries of Health and Human Services and Agriculture to report to Congress 
annually on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins (select agents) regulated pursuant to that Act. 

Overview 

The Select Agent Programs at the Department of Health and Human Services (HHS) and the 
Department of Agriculture (USDA) received seventy-one (71) reports of theft, loss (failure to 
account for a select agent or toxin), or release (occupational exposure or release of a select agent 
or toxin outside of the primary barriers 1 of the biocontainment area) of a select agent between 
January l, 2007 and December 31, 2007. As a result of the follow-up investigations conducted by 
HHS, USDA, and the Federal Bureau of Investigation (FBI) regarding these reports, it was 
detennined that there were: 

• No confirmed thefts of a select agent; 

• One (1) confirmed loss of a select agent; and, 

• One (1) confinned release of a select agent. 

Thirteen ( 13) of the seventy-one (71) reports involved apparent non-compliance with the Select 
Agent Regulations (7 CFRpart 331, 9 CFRpart 121, 42 CFRpart 73). Of these thirteen (13) reports, 
six (6) reports involving one (1) entity were referred to the HHS Office of Inspector General (OIG) 
and seven (7) reports 2 involving five (5) entities were referred to the USDA, Animal and Plant 
Health Inspection Service, Investigative and Enforcement Services (IES). 

Four (4) of the seventy-one (71) reports did not involve a select agent. However, one of the reports 
was referred to USDA IES for further investigation. 

For the remaining sixty-seven (67) of the seventy-one (71) reports received by HHS and USDA, 
there were nine (9) reports of a possible loss of a select agent and fifty-eight (58) reports of a possible 
release of a select agent. 

Reports of Possible Losses 

It is important to note that none of the reported losses were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the nine (9) reports of a possible loss of a select 
agent: 

1 In interpretinj its regulations, the Select Agent Programs use the concept of"primary barrier of containment" 
found in the 5 edition of Biosafety in Microbiological and Biomedical Laboratories. The tenn "containment" is 
used in describing safe methods, facilities and equipment for managing infectious materials in the laboratory 
environment where they are being handled or maintained. Primacy containment, the protection of personnel and the 
immediate laboratory environment from exposure to infectious agents, is provided by both good microbiological 
technique and the use of appropriate safety equipment. Safety Equipment (Primary Barriers) includes biological 
safety cabinets (BSCs), enclosed containers, and other engineering controls designed to remove or minimize 
exposures to hazardous biological materials. 
2Three (3) of the seven (7) reports involved one entity. 
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• There was one (1) confinned report of a loss of a select agent. This loss involved a package 
that contained a select agent lost during shipment. After the entity reported the loss of the 
select agent in transit, the FBI conducted an investigation. The FBI detennined that there 
was no criminal intent because the FBI believed that the package. containing the select agent 
was damaged by the courier and discarded as refuse. This report was referred to the 
Department of Transportation for further investigat_ion and enforcement. 

• One (1) report involved an inventory discrepancy where the entity was able to determine 
that the vials had been inadvertently autoclaved. 

• Two (2) reports involved an inventory discrepancy due to poor recordkeeping. Each of 
these reports involved apparent non-compliance with the Select Agent Regulations and were 
referred to USDA IES for further investigation and enforcement. 

• Five (5) reports are currently under investigation by USDA, HHS and FBI. Three (3) of the 
five (5) reports involved apparent non-compliance with the Select Agent Regulations and 
were referred to USDA IES for further investigation and enforcement. 

Reports of Possible Releases 

It is important to note that none of the reported releases were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the fifty-eight (58) reports of a possible release 
of a select agent: 

• There was one ( 1) confinned report of a release of a select agent. This release was 
identified by an illness in a laboratorian that occurred as a result her working with Bruce/la 
me/itensis under conditions that failed to protect her from an aerosol exposure. This report 
involved an apparent non-compliance with the Select Agent Regulations and was referred to 
HHS OIG for further investigation and enforcement. 

• Thirty-nine (39) reports involved incidents of possible exposure to a select agent and medical 
treatment was provided as a precaution, but where there was no illness or other evidence of 
an actual exposure. Five (5) of these thirty-nine (39) reports that were received from one 
entity involved an apparent non-compliance with the Select Agent Regulations and were 
referred to HHS OIG for further investigation and enforcement. 

• Four ( 4) reports involved a possible release outside the primary barrier of containment. 
However, an investigation conducted by the HHS and USDA Select Agent Programs 
concluded that an occupational exposure was unlikely. 

• Two (2) reports were detennined to not be occupational exposures or releases outside the 
primary barrier of containment after investigations were conducted by the HHS and USDA 
Select Agent Programs. 

• Twelve (12) reports are currently under investigation by HHS and USDA. One (1) of these 
twelve (12) reports involved apparent non-compliance with the Select Agent Regulations 
and was referred to USDA IES for further investigation and enforcement. 

Summary 

In summary, the APHIS and CDC Select Agent Programs received seventy-one (71) reports of theft, 
loss, or release of a select agent or toxin between January I, 2007 and December 31, 2007. As a 
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result of the follow-up investigations conducted by HHS, USDA, and the FBI regarding these 
reports, it was determined that there were: 

• No confirmed thefts of a select agent; 

• One ( l) confirmed loss of a select agent; and, 

• One (l) confirmed release of a select agent. 
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U.S. Department of Agriculture 

The Honorable Harry Reid 
Majority Leader 
United States Senate 
Washington, D.C. 20510 

Dear Senator Reid: 

U.S. Department of Health and Human Services 

OCT - 3 2008 

We are pleased to transmit to Congress the Report on Thefts, Losses, or Releases of Select 
Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness and Response 
Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the Departments of Health 
and Human Services and Agriculture to report to Congress annually on the number and nature of 
notifications received concerning the theft, loss, or release of biological agents or toxins regulated 
pursuant to that Act. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of Health 
and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release of a listed 
select agent or toxin. All notifications are investigated by the Department of Health and Human 
Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. The report of 
notifications received of a theft, loss, or release of a select agent or toxin between January l, 2007 and 
December 31, 2007 is attached. 

Your continued support in this critical area of public, animal and plant health, and national 
security is greatly appreciated. 

Edward T. Schafer 
Secretary 
Department of Agriculture 

Enclosure 

Sincerely, 

Michael 0. Leavitt 
Secretary 
Department of Health and Human Services 
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Report to Congress on Thefts, Losses, or Releases of Select Agents or Toxins 
January 1, 2007 to December 31, 2007 

The Public Health Security and Bioterrorism Preparedness and Response Act of 2002 (P.L. I 07-188) 
requires the Secretaries of Health and Human Services and Agriculture to report to Congress 
annually on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins {select agents) regulated pursuant to that Act. 

Overview 

The Select Agent Programs at the Department of Health and Human Services (HHS) and the 
Department of Agriculture (USDA) received seventy-one (71) reports of theft, loss (failure to 
account for a select agent or toxin), or release (occupational exposure or release of a select agent 
or toxin outside of the primary barriers 1 of the biocontainment area) of a select agent between 
January 1, 2007 and December 31, 2007. As a result of the follow-up investigations conducted by 
HHS, USDA, and the Federal Bureau of Investigation (FBI) regarding these reports, it was 
determined that there were: 

• No confirmed thefts of a select agent; 

• One ( 1) confirmed loss of a select agent; and, 

• One (1) confirmed release of a select agent. 

Thirteen (13) of the seventy-one (71) reports involved apparent non-compliance with the Select 
Agent Regulations (7 CFR part 331, 9 CFR part 121, 42 CFR part 73). Of these thirteen (13) reports, 
six (6) reports involving one (1) entity were referred to the HHS Office oflnspector General (OIG) 
and seven (7) reports 2 involving five (5) entities were referred to the USDA, Animal and Plant 
Health Inspection Service, Investigative and Enforcement Services (IES). 

Four (4) of the seventy-one (71) reports did not involve a select agent. However, one of the reports 
was referred to USDA IES for further investigation. 

For the remaining sixty-seven (67) of the seventy-one (71) reports received by HHS and USDA, 
there were nine (9) reports of a possible loss of a select agent and fifty-eight (58) reports of a possible 
release of a select agent. 

Reports of Possible Losses 

It is important to note that none of the reported losses were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the nine (9) reports of a possible loss of a select 
agent: 

1 In interpreting its regulations, the Select Agent Programs use the concept of"primary barrier of containment" 
found in the 5th edition of Biosafety in Microbiological and Biomedical Laboratories. The term "containment" is 
used in describing safe methods, facilities and equipment for managing infectious materials in the laboratory 
environment where they are being handled or maintained. Primary containment, the protection of personnel and the 
inllnediate laboratory environment from exposure to infectious agents, is provided by both good microbiological 
technique and the use of appropriate safety equipment. Safety Equipment (Primary Barriers) includes biological 
safety cabinets (BSCs), enclosed containers, and other engineering controls designed to remove or minimize 
exposures to hazardous biological materials. 
2Three (3) of the seven (7) reports involved one entity. 
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• There was one (1) confirmed report of a loss of a select agent. This loss involved a package 
that contained a select agent lost during shipment. After the entity reported the loss of the 
select agent in transit, the FBI conducted an investigation. The FBI determined that there 
was no criminal intent because the FBI believed that the package containing the select agent 
was damaged by the courier and discarded as refuse. This report was referred to the 
Department of Transportation for further investigation and enforcement. 

• One (1) report involved an inventory discrepancy where the entity was able to determine 
that the vials had been inadvertently autoclaved. 

• Two (2) reports involved an inventory discrepancy due to poor recordkeeping. Each of 
these reports involved apparent non-compliance with the Select Agent Regulations and were 
referred to USDA IES for further investigation and enforcement. 

• Five (5) reports are currently under investigation by USDA, HHS and FBI. Three (3) of the 
five (5) reports involved apparent non-compliance with the Select Agent Regulations and 
were referred to USDA IES for further investigation and enforcement. 

Reports of Possible Releases 

It is important to note that none of the reported releases were considered by HHS or USDA to be a 
threat to public, animal, or plant health or safety. Of the fifty-eight (58) reports of a possible release 
of a select agent: 

• There was one (1) confirmed report of a release of a select agent. This release was 
identified by an illness in a laboratorian that occurred as a result her working with Bruce/la 
melitensis under conditions that failed to protect her from an aerosol exposure. This report 
involved an apparent non-compliance with the Select Agent Regulations and was referred to 
HHS OIG for further investigation and enforcement. 

• Thirty-nine (39) reports involved incidents of possible exposure to a select agent and medical 
treatment was provided as a precaution, but where there was no illness or other evidence of 
an actual exposure. Five (5) of these thirty-nine (39) reports that were received from one 
entity involved an apparent non-compliance with the Select Agent Regulations and were 
referred to HHS OIG for further investigation and enforcement. 

• Four (4) reports involved a possible release outside the primary barrier of containment. 
However, an investigation conducted by the HHS and USDA Select Agent Programs 
concluded that an occupational exposure was unlikely. 

• Two (2) reports were determined to not be occupational exposures or releases outside the 
primary barrier of containment after investigations were conducted by the HHS and USDA 
Select Agent Programs. 

• Twelve (12) reports are currently under investigation by HHS and USDA. One (I) of these 
twelve (12) reports involved apparent non-compliance with the Select Agent Regulations 
and was referred to USDA IES for further investigation and enforcement. 

Su~marr 

In summary, the AP HIS and CDC Select Agent Programs received seventy-one (71) reports of theft, 
loss, or release of a select agent or toxin between January 1, 2007 and December 31, 2007. As a 
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• 

result of the follow-up investigations conducted by HHS, USDA, and the FBI regarding these 
reports, it was determined that there were: 

• No confirmed thefts of a select agent; 

· • One (I) confirmed loss of a select agent; and, 

• One (I) confirmed release of a select agent. 
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Control Number: 5553387

USDA 
ifiml 

United States Department of Agriculture 

The Honorable Rosa DeLauro 

Office of the Secretary 
Washington, D.C. 20250 

OCT 0 2 2008 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

Reports accompanying the FY 2008 Consolidated Appropriations Act request a report 
that examines the effectiveness of current regulatory and inspection efforts for Phytophthora 
ramorum (P. ramorum); the risk from infected plant material; and the risk posed by the 
importation and interstate movement of P. ramorum host plants. In response to this request, we 
are pleased to submit the enclosed report. 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 trees, shrubs, and plants. It was first detected in the United States in 1995 but did 
not widely impact the U.S. nursery industry until 2003, when it was detected in nurseries in 
California, Oregon, and Washington. P. ramorum has dramatically affected ecosystems and the 
landscape of California's coast. It has spread to forested areas of California and Oregon and has 
been detected in hundreds of U.S. nurseries. 

Since FY 2002, the Animal and Plant Health Inspection Service (APHIS) has conducted a 
regulatory and control program to prevent the artificial (human-assisted) spread of P. ramorum 
from infested areas and reduce the infection level in nurseries. To achieve these goals, the 
Agency works with officials in California, Oregon, and Washington to establish quarantines, and 
require nursery inspections before host plants may be shipped interstate. These activities 
minimize the artificial spread of P. ramorum through nursery shipments while allowing healthy 
plants to move. To date there is no evidence of any disease caused by P. ramorum being 
established outside of the quarantine area as a result of artificial movement. This program has 
protected the nation's landscape and has safeguarded several industries from enormous potential 
losses. 

An Equal Opportunity Employer 
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We appreciate the Committee's interest in this program and stand ready to provide you 
and your staff with any additional information and briefings you may want. We are sending 
identical letters to Congressman Kingston, and Senators Kohl and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

The Honorable Herb Kohl 

Office of the Secretary 
Washington, D.C. 20250 

OCT 0 2 2008 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Reports accompanying the FY 2008 Consolidated Appropriations Act request a report 
that examines the effectiveness of current regulatory and inspection efforts for Phytophthora 
ramorum (P. ramorum); the risk from infected plant material; and the risk posed by the 
importation and interstate movement of P. ramorum host plants. In response to this request, we 
are pleased to submit the enclosed report. 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 trees, shrubs, and plants. It was first detected in the United States in 1995 but did 
not widely impact the U.S. nursery industry until 2003, when it was detected in nurseries in 
California, Oregon, and Washington. P. ramorum has dramatically affected ecosystems and the 
landscape of California's coast. It has spread to forested areas of California and Oregon and has 
been detected in hundreds of U.S. nurseries. 

Since FY 2002, the Animal and Plant Health Inspection Service (APHIS) has conducted a 
regulatory and control program to prevent the artificial (human-assisted) spread of P. ramorum 
from infested areas and reduce the infection level in nurseries. To achieve these goals, the 
Agency works with officials in California, Oregon, and Washington to establish quarantines, and 
require nursery inspections before host plants may be shipped interstate. These activities 
minimize the artificial spread of P. ramorum through nursery shipments while allowing healthy 
plants to move. To date there is no evidence of any disease caused by P. ramorum being 
established outside of the quarantine area as a result of artificial movement. This program has 
protected the nation's landscape and has safeguarded several industries from enormous potential 
losses. 

An Equal Opportunity Employer 
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We appreciate the Committee's interest in this program and stand ready to provide you 
and your staff with any additional information and briefings you may want. We are sending 
identical letters to Senator Bennett, Congresswoman DeLauro and Congressman Kingston. 

Sincerely, 

Secretary 

Enclosure 
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United States Department of Agriculture 

The Honorable Jack Kingston 

Office of the Secretary 
Washington, D.C. 20250 

OCT O 2 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

Reports accompanying the FY 2008 Consolidated Appropriations Act request a report 
that examines the effectiveness of current regulatory and inspection efforts for Phytophthora 
ramorum (P. ramorum); the risk from infected plant material; and the risk posed by the 
importation and interstate movement of P. ramorum host plants. In response to this request, we 
are pleased to submit the enclosed report. 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 trees, shrubs, and plants. It was first detected in the United States in 1995 but did 
not widely impact the U.S. nursery industry until 2003, when it was detected in nurseries in 
California, Oregon, and Washington. P. ramorum has dramatically affected ecosystems and the 
landscape of California's coast. It has spread to forested areas of California and Oregon and has 
been detected in hundreds of U.S. nurseries. 

Since FY 2002, the Animal and Plant Health Inspection Service (APHIS) has conducted a 
regulatory and control program to prevent the artificial (human-assisted) spread of P. ramorum 
from infested areas and reduce the infection level in nurseries. To achieve these goals, the 
Agency works with officials in California, Oregon, and Washington to establish quarantines, and 
require nursery inspections before host plants may be shipped interstate. These activities 
minimize the artificial spread of P. ramorum through nursery shipments while allowing healthy 
plants to move. To date there is no evidence of any disease caused by P. ramorum being 
established outside of the quarantine area as a result of artificial movement. This program has 
protected the nation's landscape and has safeguarded several industries from enormous potential 
losses. 

An Equal Opportunity Employer 
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We appreciate the Committee's interest in this program and stand ready to provide you 
and your staff with any additional information and briefings you may want. We are sending 
identical letters to Congresswoman DeLauro, Senators Kohl and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 
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United States Department of Agriculture 

The Honorable Robert Bennett 

Office of the Secretary 
Washington, D.C. 20250 

OCT 0 2 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Senator Bennett: 

Reports accompanying the FY 2008 Consolidated Appropriations Act request a report 
that examines the effectiveness of current regulatory and inspection efforts for Phytophthora 
ramorum (P. ramorum); the risk from infected plant material; and the risk posed by the 
importation and interstate movement of P. ramorum host plants. In response to this request, we 
are pleased to submit the enclosed report. 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 trees, shrubs, and plants. It was first detected in the United States in 1995 but did 
not widely impact the U.S. nursery industry until 2003, when it was detected in nurseries in 
California, Oregon, and Washington. P. ramorum has dramatically affected ecosystems and the 
landscape of California's coast. It has spread to forested areas of California and Oregon and has 
been detected in hundreds of U.S. nurseries. 

Since FY 2002, the Animal and Plant Health Inspection Service (APHIS) has conducted a 
regulatory and control program to prevent the artificial (human-assisted) spread of P. ramorum 
from infested areas and reduce the infection level in nurseries. To achieve these goals, the 
Agency works with officials in California, Oregon, and Washington to establish quarantines, and 
require nursery inspections before host plants may be shipped interstate. These activities 
minimize the artificial spread of P. ramorum through nursery shipments while allowing healthy 
plants to move. To date there is no evidence of any disease caused by P. ramorum being 
established outside of the quarantine area as a result of artificial movement. This program has 
protected the nation's landscape and has safeguarded several industries from enormous potential 
losses. 

An Equal Opportunity Employer 
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We appreciate the Committee's interest in this program and stand ready to provide you 
and your staff with any additional information and briefings you may want. We are sending 
identical letters to Senator Kohl, Congresswoman DeLauro and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



U.S. Department of Agriculture 
Animal and Plant Health Inspection Service 

2008 Report on the Status of the Phytophthora ramorum Program 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 tree, shrub, and plant species. It was first detected in the United States in 1995 in 
Marin County, California, but did not widely impact the U.S. nursery industry until 2003. 
Nevertheless, this pathogen has dramatically affected ecosystems and the landscape along 
California's coast. It has spread within forests of California and Oregon, and to hundreds of U.S. 
nurseries. No pathogen has ever spread across so many plant species so quickly. Detection can 
be difficult, and no practical control measures are known. Once a plant is infected, it must be 
either burned or double-bagged, and buried. Currently, P. ramorum is well established in 14 
California counties and also exists in southwest Oregon (Curry County). While P. ramorum has 
not been found in Washington's forest and urban landscapes, it has been found in the State's 
nursenes. 

The Animal and Plant Health Inspection Service (APHIS) conducts a regulatory and control 
program to prevent the artificial (human-assisted) spread of P. ramorum from infested areas and 
reduce the infection level in nurseries. To achieve these goals, the Agency establishes 
quarantines and requires nursery inspections before host plants may be shipped interstate. These 
activities minimize the artificial spread of P. ramorum through nursery shipments, the most 
likely means of transporting the pathogen, while still allowing healthy plants to move. To date, 
no evidence of any disease caused by P. ramorum has been found established outside the 
quarantine area as a result of artificial movement. This program is designed to eventually 
eliminate P. ramorum from production nurseries. When the pathogen is found in a nursery, the 
program promptly suspends shipments, intensively surveys the nurseries and vicinity, and 
investigates the origin and destination of the infected material. Through these efforts, this 
program protects the nation's landscape and safeguards several industries - primarily forest, 
horticultural and small fruit agricultural industries - from enormous potential losses. 

In 2003, USDA's Forest Service (FS) conducted an assessment on the risk of P. ramorum spread 
in forests. Similarly, APHIS conducted an assessment in 2004 on the risk of P. ramorum spread 
in nurseries. Both assessments found a high risk for spread and the greatest risk for 
establishment in the eastern States notably through the Appalachians. This risk level is based on 
P. ramorum 's ability to reproduce well and disperse naturally and artificially. In addition, no 
effective eradication techniques are known. The FS found a high risk for P. ramorum 
establishment in the wild since it was found outside its native distribution area. The FS also 
cited high reproduction potential due to the number of ports of entry or major destinations that 
provide a suitable climate and abundant host material. In addition, the FS rated economic risk as 
high since the disease attacks valuable products, causes tree death, and increases costs for 
production, mitigation, and regulatory compliance. Environmental risk was also rated as high, 
based on ecological disruption and biodiversity reduction. Both assessments included risk maps 
to guide their surveys. These maps indicated that vast numbers of potentially infested shipments 
were shipped nationwide in 2003 and 2004. However, surveys in eastern States have not 
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detected any P. ramorum infestations outside of nurseries. When the pathogen has been detected 
in nurseries, APHIS and States have destroyed all plants linked to SOD in affected nurseries, and 
have instituted quarantines to require nursery inspections before host plants could be sold. 

In APHIS' study, the disease level was found to be minimized by pesticides and to have a low 
infection frequency in the summer. In January 2008, APHIS analyzed several measures to 
prevent P. ramorum and the risk posed by importing and shipping host plants. Several biological 
factors, including host range and symptom variety, affect the risk of introduction and 
establishment. This study found a high risk of climate-host interaction since most eastern States 
have many hosts in suitable climates. The host range was rated as high risk based on the 
disease's virulence and host's volume. The study also found a high risk of dispersal, since the 
hosts are abundant and susceptible. Also, the environmental risk was rated as high, since the 
disease can spread naturally or artificially to areas conducive to establishment. The risk potential 
for all pathways was rated as high because the pathogen occurs in forests and in regulated 
articles, and because few effective treatments exist. 

APHIS addresses these risks by enforcing quarantines in affected areas, updating the host list as 
necessary, and amending survey protocols in high-risk situations. In addition, APHIS may 
conduct follow-up activities to ensure that all instances of P. ramorum are detected and 
addressed promptly. Communication and coordination are vital as well. APHIS communicates 
regularly with other governmental entities and industry groups involved in the program. In 
addition, the Agency is working with industry to enforce uniform compliance agreements and 
implement best management practices (BMPs). Toward this end, APHIS is working to establish 
a standing science panel to quickly address issues as they arise. In addition, APHIS is 
developing enhanced diagnostic tools for use by State and university laboratories. For example, 
APHIS has been developing a field diagnostic test for P. ramorum that should be available for 
use on regulatory samples by the 2009 testing season. This new technology will enable the 
program to quickly and accurately identify the pathogen in the field. 

In November 2007, APHIS conducted a risk analysis to assess the risks of importing P. ramorum 
host plants, and the risks of moving the pathogen domestically through these hosts. This analysis 
found a high risk associated with both the importation and domestic movement of hosts and host 
products from infested areas without specified growing, inspection, and certification 
requirements. APHIS reached this conclusion since P. ramorum hosts are widely distributed, 
abundant, and susceptible. In addition, the pathogen has more than one disease cycle per 
growing season, infections may remain undetected for years, and there is demonstrated long 
distance dispersal through trade as well as likely long distance dispersal by natural means. 
APHIS' analysis identified several major pathways that facilitate the movement of P. ramorum, 
and rated the overall risk potential for all pathways as high. The study noted considerable 
challenges in devitalizing P. ramorum because it occurs in forests and regulated articles, 
treatment options are limited, and the efficacy of these treatments is limited. Pathway mitigation 
measures include chemical, physical, and cultural and biological treatments. 
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To address these risks, APHIS carries out phytosanitary measures to restrict the movement of 
host plant materials from the European Union. APHIS requires that host plant materials be 
accompanied by a phytosanitary certificate affirming the origin from a nursery that is tested 
annually and found free of P. ramorum, and that the plants are found free of the pathogen before 
export. In addition to APHIS' measures, the national plant protection organization (NPPO) of 
the exporting nation conducts annual surveys of nurseries exporting these materials to ensure that 
those nurseries are free of P. ramorum. Further, the NPPO inspects all host material shipments 
to the United States, and samples test plants bearing P. ramorum symptoms. 

Domestically, APHIS has established regulations requiring nurseries in quarantined areas to be 
tested annually for P. ramorum symptoms. These regulations also require inspections before 
interstate movement. In addition, nurseries in regulated areas of California, Oregon and 
Washington State must have annual and pre-shipment inspections of host materials before 
interstate shipment. If the pathogen is detected during any inspection process, APHIS will 
immediately initiate control efforts. Currently, APHIS is promulgating a rule to enable fall 
inspections of at-risk nurseries in California, Oregon, and Washington. These nurseries are now 
inspected only in the spring. The additional inspections will enhance APHIS' capability to 
rapidly detect and address infested nurseries, and prevent shipments of infected plants. The rule 
also would lift inspection requirements for nurseries in those States that do not carry host 
materials. This aspect of the rule would reduce shipment delays, and would enable the Agency 
to conduct additional inspections where they are most needed. 

In addition to regulatory efforts, APHIS is promoting a systems approach to P. ramorum 
management in the three States. Under this approach, at-risk nurseries would adopt BMPs, clean 
stock programs, or pest-free production areas to preclude or prevent P. ramorum establishment 
in nurseries. APHIS is encouraging nurseries to inspect all incoming stock, monitor nearby host 
plants for P. ramorum symptoms in the spring and summer, and avoid exposing host plants to 
irrigation and standing water. If nurseries follow these and other practices and comply with State 
and Federal regulations, they can assure that only high quality healthy plants are shipped. In 
Oregon, a coalition of the Oregon Department of Agriculture, Oregon State University, and the 
Oregon Association of Nurseries is conducting a pilot "Grower Assisted Inspection Program" 
(GAIP). APHIS is supporting the development of this promising program. The GAIP consists 
of on-line training and a training certification program for growers, BMPs with monitoring to 
reduce all Phytophthora species from nursery production, documentation of efforts and results, 
and an audit system to validate compliance. Although the California Department of Food and 
Agriculture has not adopted a complete systems approach, they are establishing a pilot program 
to evaluate BMPs at select nurseries. This effort is designed to inform nurseries of measures that 
should reduce the risk of P. ramorum introduction and establishment in their nurseries. 
Washington State has developed training for nursery employees that should mitigate the risk. 
APHIS would eventually like to harmonize the BMPs used by each of the three States. 



Control Number: 5580189

DEPARTMENT OF AGRICULTURE 
OFFICE OF THE EXECUTIVE SECRETARIAT 

WASHINGTON, D.C. 20250 

TO: Dale W. Moore, Chief of Staff 

SUBJECT: Report on Conferences Sponsored or Held 
By or Attended by Employees of USDA 

DATE: October 20, 2008 

As required by Section 14208 of the 2008 Farm Bill, here is 
a report to Congress prepared by OCFO on conferences 
sponsored or held by the Department of Agriculture or 
attended by employees of the Department of Agriculture. 
The folder also includes transmittal letters to the Chairs and 
Ranking Members of the Committees on Agriculture. 

The report and transmittal letters were prepared in OCFO, 
and they have been cleared by OGC, OBPA, Congressional 
Relations, and OCFO. I note, however, that the enclosure 
does not seem to have been reviewed by OGC or OBPA. 

I forward the report and letters for your consideration, and 
as appropriate, the Secretary's review and signature. 

Thank you. 

~ 
Bruce G. Bundick 
Director ~~~ 
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United States Department of Agriculture 

The Honorable Saxby Chambliss 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

OCT 212008 

Committee on Agriculture, Nutrition, and Forestry 
328A Russell Senate Office Building 
United States Senate 
Washington, D.C. 20510-0001 

Dear Senator Chambliss: 

In accordance with Section 14208 of the Food, Conservation, and Energy Act of2008, 
the Department of Agriculture (USDA) is submitting a report on "conferences sponsored or 
held by the Department of Agriculture or attended by employees of the Department of 
Agriculture." A copy of this report is available in a searchable format on USDA's Web site at 
www. catts. ocfo. usda.gov. 

We are sending a similar letter to Chairman Harkin and Congressmen Goodlatte and 
Peterson. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 
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United States Department of Agriculture 

The Honorable Collin C. Peterson 
Chairman 
Committee on Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

OCT 21 2008 

1301 Longworth House Office Building 
House of Representatives 
Washington, D.C. 20515-6001 

Dear Mr. Chairman: 

In accordance with Section 14208 of the Food, Conservation, and Energy Act of 2008, 
the Department of Agriculture (USDA) is submitting a report on "conferences sponsored or 
held by the Department of Agriculture or attended by employees of the Department of 
Agriculture." A copy of this report is available in a searchable format on USDA's Web site at 
www. catts. ocfo. usda.gov. 

We are sending a similar letter to Congressman Goodlatte and Senators Harkin and 
Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 
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United States Department of Agriculture 

The Honorable Bob Goodlatte 
Ranking Member 
Committee on Agriculture 
1305 Rayburn House Office Building 
House of Representatives 
Washington, D.C. 20515-4606 

Dear Congressman Goodlatte: 

Office of the Secretary 
Washington, D.C. 20250 

OCT 212008 

In accordance with Section 14208 of the Food, Conservation, and Energy Act of2008, 
the Department of Agriculture (USDA) is submitting a report on "conferences sponsored or 
held by the Department of Agriculture or attended by employees of the Department of 
Agriculture." A copy of this report is available in a searchable format on USDA's Web site at 
www. catts. ocfo. usda.gov. 

We are sending a similar letter to Chairman Peterson and Senators Harkin and 
Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 

http://usda.gov
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DEPARTMENT OF AGRICULTURE 

OFFICE OF THE EXECUTIVE SECRETARIAT 

WASHINGTON, D.C. 20250 

TO: Jennifer Cervantes, Deputy Chief of Staff 

SUBJECT: PAR Transmittal Letters 

DATE: November 13, 2008 

Here are the letters from the Secretary that will transmit the 
printed copies of the Performance and Accountability Report 
for fiscal year 2008. 

These letters were omitted from the signature package that 
OCFO sent forward yesterday, but they have been in the 
ECMM folder that was circulated for review and clearance. 

We understand that these will not be needed until Monday 
(or until the paper copies are prepared for submission). 

I forward the letters for your consideration and, as 
appropriate, the Secretary's review and signature. 

Thank you. 

·&ivvlV 
Bruce G. Bundick 
Director 



The President 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

NOV 13 2008 

The Depm1ment of Agriculture (USDA) is pleased to present its Performance and 
Accountability Report for fiscal year 2008. This report was prepared in accordance with the 
requirements of the Government Performance and Results Act of 1993 and the Office of 
Management and Budget's (OMB) Circular A-11, '"Preparation, Submission and Execution of 
the Budget." It also has been provided to the Speaker of the I-louse of Representatives, the 
President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and 
challenges in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its 
service to the Nation-in the years to come. Thank you for your support, Mr. President. 

Enclosure 

Respectfully, 

Edward T. Schafer 
Secretary 



The Honorable Robert Byrd 
President Pro Tempore · 
United States Senate 
S-131 Capitol Building 
Washington, D.C. 20510 

Dear Senator Byrd: 

USDA 
iiiiii 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

NOV 1a2008 

The Department of Agriculture (USDA) is pleased to present its Performance and 
Accountability Report for fiscal year 2008. This report was prepared in accordance with the 
requirements of the Government Performance and Results Act of 1993 and the Office of 
Management and Budget's (OMB) Circular A-11, "Preparation, Submission and Execution of 
the Budget." It also has been provided to the President of the United States, the Speaker of the 
House of Representatives, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and 
challenges in the management of an improved, effective, and accountable Department. 

USDA will continue to work with you, Senator Byrd, and other leaders in Congress to 
improve the Department's performance and management and our service to the Nation. 

Enclosure 

Sincerely, 

Edward l. Schafer 
Secretary 



The Honorable Nancy Pelosi 
Speaker of the House 
of Representatives 

H-232 Capitol Building 
Washington, D.C. 20515 

Dear Madam Speaker: 

USDA 
iiillm 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

1NOV 1··~ ?008 

The Department of Agriculture (USDA) is pleased to present its Performance and 
Accountability Report for fiscal year 2008. This report was prepared in accordance with the 
requirements of the Government Performance and Results Act of 1993 and the Office of 
Management and Budget's (OMB) Circular A-1 l, '"Preparation, Submission and Execution of 
the Budget." It also has been provided to the President of the United States, the President Pro 
Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and 
challenges in the management of an improved, effective, and accountable Department. 

USDA will continue to work with you, Madam Speaker, and other leaders in Congress to 
improve the Department's performance and management and our service to the Nation. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable Jim Nussle 

USDA 
~ 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

NOV 13 2008 

Director, Office of Management and Budget 
1 ih Street and Pennsylvania Avenue, NW 
Washington, D.C. 20503 

Dear Director Nussle: 

The Department of Agriculture (USDA) is pleased to present its Performance and 
Accountability Report for fiscal year 2008. This report was prepared in accordance with the 
requirements of the Government Performance and Results Act of I 993 and the Oflicc of 
Management and Budget's Circular A- I I, ''Preparation, Submission and Execution of the 
Budget." It also has been provided to the President of the United States, the Speaker of the 
House of Representatives, and the President Pro Tempo re of the Senate. 

USDA's performance results and services continue to address customer priorities and 
challenges in the management of an improved, effective, and accountable Department. 

USDA will continue to work with you, Mr. Nussle, to improve the Department's 
performance and management and our service to the Nation. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



Control Number: 5626537

USDA --
United States Department of Agriculture 

The Honorable Saxby Chambliss 
Ranking Member 

Office of the Secretary 
Washington. o_c_ 20250 

Committee on Agriculture, Nutrition and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, O.C. 20510 

Dear Senator Chambliss : 

JAN 1 5 2009 

This letter transmits the report required by section 1618 of the Food, Conservation, and 
Energy Act of 2008 (Farm Bill) on the information technology challenges and needs of the 
Fann Service Agency (FSA). The report was prepared by a third party (BearingPoint) and 
focuses on the state of FSA information technology (IT) and efforts to stabilize and modernize 
the systems and processes necessary to deliver farm benefit programs. The report responds to 
the seven criteria identified in the Fann Bill, including discussion of the need for and benefits of 
modernization of FSA IT systems. 

As BearingPoint identifies in the report, FSA's modernization program, also referred to 
as MIDAS, is one of the most crucial IT initiatives underway at the U.S . Department of 
Agriculture (USDA). Presently, the delivery of farm benefit programs relies upon a compilation 
of various technologies that have been pieced together over time with some dating back to the 
1980s. This approach has created tremendous inefficiencies in the benefit program business 
processes for both USDA employees and program participants. Producers experience a loss of 
productivity due to the number of trips to their local FSA office required to complete a 
transaction, and employees must often switch between applications on different platforms to 
fully service a producer. As FSA conducts around 20 million transactions armually, there is a 
significant expense associated with these inefficiencies. 

BearingPoint also found that the fragmented system has resulted in reduced reliability 
and increased security vulnerabilities. As was demonstrated at the end of 2006 and the 
beginning of 2007 when the Web Farm crashed, system reliability is critical to the continued 
de Ii very of farm benefit pro grams. Th is lack of rel iabi 1 i ty resulted in the devel o pm en t of the 
stabilization efforts presently being implemented. Jn addition, security vulnerabilities remain in 
the legacy components of the FSA IT system that increase the chance for fraud and abuse in the 
delivery of benefit programs. A modernized FSA IT system, in conjunction with USDA's 
implementation ofthe Financial Management Modernization [nitiative, will greatly improve 
system security and financial management at USDA. 

An Eq u.a I Opportunity Employer 
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USDA has put in place measures to ensure consistent planning and oversight of the 
modernization and stabilization efforts. These measures include: utilizing the System 
Development Life Cycle approach to project planning and management; creating a MIDAS 
project management office and hiring a project manager; and establishing a Senior Management 
Oversight Committee comprised of senior Departmental policy, financial, and technical officials 
to provide guidance to FSA on IT initiatives. Implementation of these measures has created a 
structure that will allow USDA to refine the project scope and funding requirements and ensure 
consistent oversight as MIDAS moves from the initiation phase to full implementation. 

USDA's efforts to stabilize and modernize the FSA IT system are directed at ensuring 
that the mission critical delivery of farm benefit programs continues to be carried out 
successfully. The funding requested for stabilization and MIDAS will allow USDA to continue 
operations and move the modernization initiative into the detailed planning and implementation 
stages. I encourage the Committee to approve our budget proposal to ensure that the necessary 
resources are made available to USDA to implement the FSA stabilization and modernization 
plans to achieve the benefits identified in this report. J greatly appreciate the Committee's 
interest in these FSA IT efforts and the opportunities provided for USDA staff to brief the 
Committee on these projects. We look forward to continued dialog on these important efforts. 

Jam sending similar letters to the Committees on Agriculture and to the Committees on 
Appropriations. 

Sincerely, 

Secretary 

Enclosure 



United States Department of Agrlculture 

The Honorable Jack Kingston 
Ranking Member 

Office of the Secretary 
Washington. D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
l 016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

JAN l 5 2009 

This letler transmits the report required by section 1618 of the Food, Conservation, and 
Energy Act of 2008 (Fann Bill) on the information technology challenges and needs of the 
Fann Service Agency (FSA). The report was prepared by a third party (BearingPoint) and 
focuses on the state of FSA information technology (IT) and efforts to stabilize and modernize 
the systems and processes necessary to deliver farm benefit programs. The report responds to 
the seven criteria identified in the Fann Bil!, including discussion of the need for and benefits of 
modernization of FSA IT systems. 

As BearingPoint identifies in the report, FSA 's modernization program, also referred to 
as MIDAS, is one of the most crucial IT initiatives underway at the U.S . Department of 
Agriculture (USDA) . Presently, the delivery of fann benefit programs relies upon a compilation 
of various technologies that have been pieced together over time with some dating back to the 
1980s. This approach has created tremendous inefficiencies in the benefit program business 
processes for both USDA employees and program participants. Producers experience a loss of 
productivity due to the number of trips to their local FSA office required to complete a 
transaction , and employees must often switch between applications on different platforms to 
fully service a producer. As FSA conducts around 20 million transactions armually, there is a 
significant expense associated with these inefficiencies. 

BearingPoint also found that the fragmented system has resulted in reduced reliability 
and increased security vulnerabilities. As was demonstrated at the end of 2006 and the 
beginning of 2007 when the Web Farm crashed, system reliability is critical to the continued 
delivery of farm benefit programs. This lack of reliability resulted in the development of the 
stabilization efforts presently being implemented. In addition, security vulnerabilities remain in 
the legacy components of the FSA IT system that increase the chance for fraud and abuse in the 
delivery of benefit programs. A modernized FSA IT system, in conjunction with USDA's 
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implementation of the Financial Management Modernization Initiative, will greatly improve 
system security and financial management at USDA 

USDA has put in place measures to ensure consistent planning and oversight of the 
modernization and stabilization efforts. These measures include: utilizing the System 
Development Life Cycle approach to project planning and management; creating a MIDAS 
project management office and hiring a project manager; and establishing a Senior Management 
Oversight Committee comprised of senior Departmental policy, financial, and technical officials 
to provide guidance to FSA on IT initiatives. Implementation of these measures has created a 
structure that will allow USDA to refine the project scope and funding requirements and ensure 
consistent oversight as MIDAS moves from the initiation phase to full implementation. 

USDA's efforts to stabilize and modernize the FSA IT system are directed at ensuring 
that the mission critical delivery of farm benefit programs continues to be carried out 
successfully. The funding requested for stabilization and MIDAS will allow USDA to continue 
operations and move the modernization initiative into the detailed planning and implementation 
stages. I encourage the Committee to approve our budget proposal to ensure that the necessary 
resources are made available to USDA to implement the FSA stabilization and modernization 
plans to achieve the benefits identified jn this report. I greatly appreciate the Corrunittee's 
interest in these FSA IT efforts and the opportunities provided for USDA staff to brief the 
Committee on these projects. We look forward to continued dialog on these important efforts. 

I am sending similar letters to the Committees on Agriculture and to the Committees on 
Appropriations. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
~ 

United States Department of Agriculture 

The Honorable Frank Lucas 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 
1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Lucas: 

Office of ltle Secretary 
Washington, O.C. 20250 

JAN 1 5 2009 

TIUs letter transmits the report required by section 1618 of the Food, Conservation, and 
Energy Act of 2008 (Farm Bill) on the information technology challenges and needs of the 
Farm Service Agency (FSA). The report was prepared by a third party (BearingPoint) and 
focuses on the state of FSA information technology (IT) and efforts to stabilize and modernize 
the systems and processes necessary to deliver farm benefit programs. The report responds to 
the seven criteria identified in the Farm Bill, including discussion of the need for and benefits of 
modernization of FSA IT systems. 

As BearingPoint identifies in the report, FSA's modernization program, also referred to 
as MIDAS, is one of the most crucial IT initiatives underway at the U.S. Department of 
Agriculture (USDA) . Presently, the delivery of farm benefit programs relies upon a compilation 
of various technologies that have been pieced together over time with some dating back to the 
1980s. This approach has created tremendous inefficiencies in the benefit program business 
processes for both USDA employees and program participants. Producers experience a loss of 
productivity due to the number of trips to their local FSA office required to complete a 
transaction, and employees must often switch between applications on different platforms to 
fully service a producer. As FSA conducts around 20 million transactions annually , there is a 
significant expense associated with these inefficiencies. 

BearingPoint also found that the fragmented system has resulted in reduced reliability 
and increased security vulnerabilities. As was demonstrated at the end of 2006 and the 
beginning of 2007 when the Web Farm crashed, system reliability is critical to the continued 
delivery of farm benefit programs. This lack of reliability resulted in the development of the 
stabilization efforts presently being implemented. In addition, security vulnerabilities remain in 
the legacy components of the FSA IT system that increase the chance for fraud and abuse in the 
delivery of benefit programs. A modernized FSA IT system, in conjunction with USDA 's 
implementation of the Financial Management Modernization Initiative, will greatly improve 
system security and financial management at USDA 
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USDA has put in place measures to ensure consistent planning and oversight of the 
modernization and stabilization efforts. These measures include: utilizing the System 
Development Life Cycle approach to project planning and management; creating a MIDAS 
project management office and hiring a project manager; and establishing a Senior Management 
Oversight Committee comprised of senior Departmental policy, financial, and technical officials 
to provide guidance to FSA on IT initiatives. Implementation of these measures has created a 
structure that will allow USDA to refine the project scope and funding requirements and ensure 
consistent oversight as MIDAS moves from the initiation phase to full implementation. 

USDA's efforts to stabilize and modernize the FSA IT system are directed at ensuring 
that the mission critical delivery of farm benefit programs continues to be carried out 
successfully. The funding requested for stabilization and MIDAS will allow USDA to continue 
operations and move the modernization initiative into the detailed plaMing and implementation 
stages. I encourage the Committee to approve our budget proposal to ensure that the necessary 
resources are made available to USDA to implement the FSA stabilization and modernization 
plans to achieve the benefits identified in this report. I greatly appreciate the Committee's 
interest in these FSA IT efforts and the opportunities provided for USDA staff to brief the 
Committee on these projects. We look forward to continued dialog on these important efforts. 

I am sending similar letters to the Committees on Agriculture and to the Conunittees on 
Appropriations. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
iliiii 

United States Department of Agriculture 

The Honorable Herbert Kohl 
Chainnan 

Olfice of the Secretary 
Washington, D.C. 20250 

JAN 1 5 2009 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Conunittee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

This letter transmits the report required by section 1618 of the Food, Conservation, and 
Energy Act of 2008 (Farm Bill) on the infonnation technology challenges and needs of the 
Farm Service Agency (FSA). The report was prepared by a third party (BearingPoint) and 
focuses on the state of FSA infonnation technology (TT) and efforts to stabilize and modernize 
the systems and processes necessary to deliver farm benefit programs. The report responds to 
the seven criteria identified in the Farm Bill, including discussion of the need for and benefits of 
modernization of FSA IT systems. 

As BearingPoint identifies in the report, FSA's modernization program, also referred to 
as MIDAS, is one of the most crucial IT initiatives underway at the U.S. Department of 
Agriculture (USDA). Presently, the delivery of farm benefit programs relies upon a compilation 
of various technologies that have been pieced together over time with some dating back to the 
1980s. This approach has created tremendous inefficiencies in the benefit program business 
processes for both USDA employees and program participants. Producers experience a loss of 
productivity due to the number of trips to their local FSA office required to complete a 
transaction, and employees must often switch between applications on different platfonns to 
fully service a producer. As FSA conducts around 20 million transactions annually, there is a 
significant expense associated with these i neffi c i enc ies. 

BearingPoint also found that the fragmented system has resulted in reduced reliability 
and increased security vulnerabilities. As was demonstrated at the end of 2006 and the 
beginning of 2007 when the Web Farm crashed, system reliability is critical to the continued 
delivery of fann benefit programs. This lack of reliability resulted in the developmen1 of the 
stabilization efforts presently being implemented. In addition, security vulnerabilitles remain in 
the legacy components of the FSA IT system that increase the chance for fraud and abuse in the 
delivery of benefit programs. A modernized FSA IT system, in conjunction with USDA's 
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implementation of the Financial Management Modernization Initiative, v.rill greatly improve 
system security and financial management at USDA. 

USDA has put in place measures to ensure consistent planning and oversight of the 
modernization and stabilization efforts. These measures include: utilizing the System 
Development Life Cycle approach to project planning and management; creating a MIDAS 
project management office and hiring a project manager; and establishing a Senior Management 
Oversight Committee comprised of senior Departmental policy, financial, and technical officials 
to provide guidance to FSA on IT initiatives . Implementation of these measures has created a 
structure that will allow USDA to refine the project scope and funding requirements and ensure 
consistent oversight as MIDAS moves from the initiation phase to full implementation. 

USDA 's efforts to stabilize and modernize the FSA IT system are directed at ensuring 
that the mission critical delivery of farm benefit programs continues to be carried out 
successfully. The funding requested for stabiliz.ation and MIDAS will allow USDA to continue 
operations and move the modernization initiative into the detailed planning and implementation 
stages. I encourage the Committee to approve our budget proposal to ensure that the necessary 
resources are made available to USDA to implement the FSA stabilization and modernization 
plans to achieve the benefits identified in this report. l greatly appreciate the Comminee's 
interest in these FSA TT efforts and the opportunities provided for USDA staff to brief the 
Committee on these projects. We look forward to continued dialog on these important efforts . 

I am sending similar letters to the Committees on Agriculture and to the Committees on 
Appropriations. 

Enclosure 

Sincerely, 

Edward T. Schaf er 
Secretary 



USDA 
~ 

Unhed States Department of Agriculture 

The Honorable Robert F . Bennett 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 5 2009 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Adminjstration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Senator Bennett: 

This letter transmits the report required by section 1618 of the Food, Conservation, and 
Energy Act of 2008 (Farm Bill) on the infonnation technology challenges and needs of the 
Farm Service Agency (FSA). The report was prepared by a third party (BearingPoint) and 
focuses on the state of FSA infonnation technology (IT) and efforts to stabilize and modernize 
the systems and processes necessary to deliver farm benefit programs. The report responds to 
the seven criteria identified in the Farm Bill, including discussion of the need for and benefits of 
modernization of FSA IT systems. 

As BearingPoint identifies in the report, FSA's modernization program, also referred to 
as MIDAS, is one of the most crucial IT initiatives underway at the U.S. Department of 
Agriculture (USDA). Presently, the delivery of farm benefit programs relies upon a compilation 
of various technologies that have been pieced together over time with some dating back to the 
1980s. This approach has created tremendous inefficiencies in the benefit program business 
processes for both USDA employees and program participants. Producers experience a loss of 
productivity due to the number of trips to their local FSA office required to complete a 
transaction, and employees must often switch between applications on different platforms to 
fu}ly service a producer. As FSA conducts around 20 million transactions annually, there is a 
significant expense associated with these inefficiencies. 

BearingPoint also found that the fragmented system has resulted in reduced reliability 
and increased security vulnerabilities. As was demonstrated at the end of 2006 and the 
beginning of 2007 when the Web Farm crashed, system reliability is critical to the continued 
delivery of fann benefit programs. This lack of reliability resulted in the development of the 
stabilization efforts presently being implemented. In addition, security vulnerabilities remain in 
the legacy components of the FSA IT system that increase the chance for fraud and abuse in the 
delivery of benefit programs. A modernized FSA IT system, in conjunction with USDA's 



The Honorable Robert F. Bermett 
Page 2 

implementation of the Financial Management Modemiz.ation Initiative, will greatly improve 
system security and financial management at USDA. 

USDA has put in place measures to ensure consistent planning and oversight of the 
modernization and stabilization efforts. These measures include : utilizing the System 
Development Life Cycle approach to project plalll1ing and management; creating a MIDAS 
project management office and hiring a project manager; and establishing a Senior Management 
Oversight Committee comprised of senior Departmental pol)cy, financial, and technical officials 
to provide guidance to FSA on IT initiatives. Implementation of these measures has created a 
structure that wi!I allow USDA to refine the project scope and funding requirements and ensure 
consistent oversight as MIDAS moves from the initiation phase to full implementation. 

USDA's efforts to stabilize and modernize the FSA IT system are directed at ensuring 
that the mission critical delivery of farm benefit programs continues to be carried out 
successfully. The funding requested for stabilization and MIDAS will allow USDA to continue 
operations and move the modernization initiative into the detailed planning and implementation 
stages. l encourage the Committee to approve our budget proposal to ensure that the necessary 
resources are made available to USDA to implement the FSA stabilization and modernization 
plans to achieve the benefits identified in this report. I greatly appreciate the Conunittee's 
interest in these FSA IT efforts and the opportunities provided for USDA staff to brief the 
Committee on these projects. We look forvvard to continued dialog on these important efforts. 

I am sending similar letters to the Committees on Agriculture and to the Committees on 
Appropriations. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

The Honorable Collin C. Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 
130 I Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman : 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 5 2009 

This letter transmits the report required by section 1618 of the Food, Conservation, and 
Energy Act of 2008 (Farm Bill) on the information technology challenges and needs of the 
Fann Service Agency (FSA). The report was prepared by a third party (BearingPoint) and 
focuses on the state of FSA information technology (IT) and efforts to stabilize and modernize 
the systems and processes necessary to deliver farm benefit programs. The report responds to 
the seven criteria identified in the Fann Bill, including discussion of the need for and benefits of 
modernization of FSA IT systems. 

As BearingPoint identifies in the report, FSA's modernization program, also referred to 
as MIDAS, is one of the most crucial IT initiatives underway at the U.S. Department of 
Agriculture (USDA). Presently, the delivery of farm benefit programs relies upon a compilation 
of various technologies that have been pieced together over time with some dating back to the 
1980s. This approach has created tremendous inefficiencies in the benefit program business 
processes for both USDA employees and program participants. Producers experience a loss of 
productivity due to the number of trips to their local FSA office required to complete a 
transaction, and employees must often switch between applications on different platforms to 
fully service a producer. As FSA conducts around 20 million transactions annually, there is a 
significant expense associated with these inefficiencies. 

BearingPoint also found that the fragmented system has resulted in reduced reliability 
and increased security vulnerabilities. As was demonstrated at the end of 2006 and the 
beginning of 2007 when the Web Farm crashed, system reliability is critical to the continued 
delivery of fann benefit programs. This lack of reliability resulted in the development of the 
stabilization efforts presently being implemented. In addition, security vulnerabilities remain in 
the legacy components of the FSA IT system that increase the chance for fraud and abuse in the 
delivery of benefit programs. A modernized FSA IT system, in conjunction with USDA ' s 
implementation of the Financial Management Modemization Initiative, will greatly jmprove 
system security and financial management at USDA. 
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USDA has put in place measures to ensure consistent planning and oversight of the 
modernizat}on and stabilization efforts. These measures include: utilizing the System 
Development Life Cycle approach to project planning and management; creating a MlDAS 
project management office and hiring a project manager; and establishing a Senior Management 
Oversight Committee comprised of senior Departmental policy, financial , and technical officials 
to provide guidance to FSA on lT initiatives. Implementation of these measures has created a 
structure that will allow USDA to refine the project scope and funding requirements and ensure 
consistent oversight as MIDAS moves from the initiation phase to full implementation. 

USDA's efforts to stabilize and modernize the FSA IT system are directed at ensuring 
that the mission critical delivery of farm benefit programs continues to be carried out 
successfully. The funding requested for stabilization and MIDAS will allow USDA to continue 
operations and move the modernization initiative into the detailed plarming and implementation 
stages. I encourage the Committee to approve our budget proposal to ensure that the necessary 
resources are made available to USDA to implement the FSA stabilization and modernization 
plans to achieve the benefits identified in this report. I greatly appreciate the Corrunittee's 
interest in these FSA IT efforts and the opportunities provided for USDA staff to brief the 
Committee on these projects. We look forward to continued dialog on these important efforts. 

l am sending similar letters to the Committees on Agriculture and to the Committees on 
Appropriations . 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
~ 

United States Department of Agrlcutture 

The Honorable Tom Harkin 
Chainnan 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 5 200 

Comminee on Agriculture, Nutrition and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

This letter transmits the report required by section 1618 of the Food, Conservation, and 
Energy Act of 2008 (Farm Bill) on the infonnation technology challenges and needs of the 
Fann Service Agency (FSA). The report was prepared by a third party (BearingPoint) and 
focuses on the state of FSA infonnation technology (IT) and efforts to stabilize and modernize 
the systems and processes necessary to deliver farm benefit programs. The report responds to 
the seven criteria identified in the Fann Bill, including discussion of the need for and benefits of 
modernization of FSA IT systems. 

As BearingPoint identifies in the report, FSA's modernization program, also referred to 
as MIDAS, is one of the most crucial IT initiatives underway at the U.S. Department of 
Agriculture (USDA). Presently, the delivery of farm benefit programs relies upon a compilation 
of various technologies that have been p1eced together over time with some dating back to the 
1980s. This approach has created tremendous inefficiencies in the benefit program busjness 
processes for both USDA employees and program participants. Producers experience a loss of 
productivity due to the number of trips to their local FSA office required to complete a 
transaction, and employees must often switch between applications on different platforms to 
fully service a producer. As FSA conducts around 20 million transactions annually, there is a 
significant expense associated with these inefficiencies. 

BearingPoint also found that the fragmented system has resulted in reduced reliability 
and increased security vulnerabilities. As was demonstrated at the end of 2006 and the 
beginning of 2007 when the Web Farm crashed, system reliability is critical to the continued 
de)jvery of farm benefit programs. This lack of reliability resulted in the development of the 
stabilization efforts presently being implemented. In addition, security vulnerabilities remain in 
the legacy components of the FSA IT system that increase the chance for fraud and abuse in the 
delivery of benefit programs. A modernized FSA IT system, in conjunction with USDA 's 
implementation of the Financial Management Modernization Initiative, will greatly improve 
system security and financial management at USDA 
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USDA has put in place measures to ensure consistent planning and oversight of the 
modernization and stabilization efforts. These measures include: utilizing the System 
Development Life Cycle approach to project planning and management; creating a MIDAS 
project management office and hiring a project manager; and establishing a Senior Management 
Oversight CorruniHee comprised of senior Departmental policy , financial, and teclmical officials 
to provide guidance to FSA on IT initiatives. Implementation of these measures has created a 
structure that will allow USDA to refine the project scope and funding requirements and ensure 
consistent oversight as MJDAS moves from the initiation phase to full implementation. 

USDA's efforts to stabilize and modernize the FSA IT system are directed at ensuring 
that the mission critical delivery of farm benefit programs continues to be carried out 
successfully. The funding requested for stabilization and MIDAS will allow USDA to continue 
operations and move the modernization initiative into the detailed planning and implementation 
stages . T encourage the Committee to approve our budget proposal to ensure that the necessary 
resources are made available to USDA to implement the FSA stabilization and modernization 
plans to achieve the benefits identified in this report. I greatly appreciate the Committee's 
interest in these FSA IT efforts and the opportunities provided for USDA staff to brief the 
Committee on these projects. We look foiward to continued dialog on these important efforts . 

lam sending similar let1ers to the Committees on Agriculture and to the Committees on 
Appropriations. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Departmenl of Agr iculture 

The Honorable Rosa L. Delaura 
Chairwoman 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 5 2009 

Subconunittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S . House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 205 l S 

Dear Madam Chairwoman: 

This letter transmits the report required by section 1618 of the Food, Conservation, and 
Energy Act of 2008 (Farm Bill) on the information technology challenges and needs of the 
Farm Service Agency (FSA). The report was prepared by a third party (BearingPoint) and 
focuses on the state of FSA information technology (IT) and efforts to stabilize and modernize 
the systems and processes necessary to deliver fann benefit programs. The report responds to 
the seven criteria identified in the Farm Bill, including discussion of the need for and benefits of 
moderniz.ation of FSA IT systems. 

As BearingPoint identifies in the report, FSA 's modernization program, also referred to 
as MIDAS, is one of the most crucial IT initiatives underway at the U.S. Department of 
Agriculture (USDA). Presently, the delivery of farm benefit programs relies upon a compilation 
of various technologies that have been pieced together over time with some dating back to the 
1980s. This approach has created tremendous inefficiencies in the benefit program business 
processes for both USDA employees and program participants. Producers experience a loss of 
productivity due to the number of trips to their local FSA office required to complete a 
transaction, and employees must often switch between applications on different platforms to 
fully service a producer. As FSA conducts around 20 million transactions annually, there is a 
significant expense associated with these )nefftciencies. 

BearingPoint also found that the fragmented system has resulted in reduced reliability 
and increased security vulnerabilities. As was demonstrated at the end of2006 and the 
beginning of 2007 when the Web Farm crashed, system reliability is critical to the continued 
de! i very of farm benefit programs. Th.is lack of reliability resulted in the development of the 
stabilization efforts presently being implemented. In addition, security vulnerabilities remain in 

the legacy components of the FSA IT system that increase the chance for fraud and abuse in the 
delivery of benefit programs. A modernized FSA IT system, in conjunction with USDA 's 
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implementation of the Financial Management Modernization Initiative, will greatly improve 
system security and financial management at USDA. 

USDA has put in place measures to ensure consistent planning and oversight of the 
modernization and stabilization efforts. These measures include: utilizing the System 
Development Life Cycle approach to project planning and management; creating a MIDAS 
project management office and hiring a project manager; and establishing a Senior Management 
Oversight Comminee comprised of senior Departmental policy, financial, and technical officials 
to provide guidance to FSA on IT initiatives. Implementation of these measures has created a 
structure that will allow USDA to refine the project scope and funding requirements and ensure 
consistent oversight as MIDAS moves from the initiation phase to full implementation. 

USDA ' s efforts to stabilize and modernize the FSA IT system are directed at ensuring 
that the mission critical delivery of farm benefit programs continues to be carried out 
successfully. The funding requested for stabilization and MIDAS will allow USDA to continue 
operations and move the modernization initiative into the detailed planning and implementation 
stages. I encourage the Committee to approve our budget proposal to ensure that the necessary 
resources are made available to USDA to implement the FSA stabilization and modernization 
plans to achieve the benefits identified in this report. I greatly appreciate the Committee's 
interest in these FSA IT efforts and the opportunities provided for USDA staff to brief the 
Committee on these projects. We look forward to continued dialog on these important efforts. 

I am sending similar letters to the Committees on Agriculture and to the Committees on 
A ppropria ti ons. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 
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Key OIG AccOmplIshments In thIs RepORtInG peRIOd

RESULTS IN KEY CATEGORIES

SUMMARY OF AUDIT ACTIVITIES

Reports Issued
  Number of Reports 34
  Number of Recommendations 142

Management Decisions Made
  Number of Reports 25
  Number of Recommendations 153

Total Dollar Impact (Millions) of Management-Decided Reports $118.6
  Questioned/Unsupported Costs $0.7
  Funds To Be Put to Better Use $117.9

SUMMARY OF INVESTIgATIVE ACTIVITIES

Reports Issued 129
Impact of Investigations

  Indictments 359
  Convictions 358
  Arrests 994

Total Dollar Impact (Millions) $40.0
Administrative Sanctions 78

OIG MAJOR USDA MANAGEMENT CHALLENGES (August 2008)

1) Interagency Communications, Coordination, and Program Integration Need Improvement 
Related material can be found on pages 8 and 16-17.

2) Implementation of Strong, Integrated Internal Control Systems Still Needed 
Related material can be found on pages 3, 7-11, 15-18, and 23-24.

3) Continuing Improvements Needed in Information Technology (IT) Security 
Related material can be found on pages 17-18.

4) Departmental Efforts and Initiatives in Homeland Security Need To Be Maintained 
Related material can be found on pages 4 and 39.

5) Material Weaknesses Continue To Persist in Civil Rights Control Structure and Environment 
Related material can be found on pages 21.

6) USDA Needs To Develop a Proactive, Integrated Strategy To Assist American Producers To Meet the global Trade Challenge 
Related material can be found on page 16.

7) Better Forest Service Management and Community Action Needed To Improve the Health of the National Forests and Reduce 
the Cost of Fighting Fires Related material can be found on pages 3-4.

8) Improved Controls Needed for Food Safety Inspection Systems 
Related material can be found on pages 1-2.

9) Implementation of Renewable Energy Programs at USDA 
Related material can be found on pages 13-15.



Message From the Inspector general
I am pleased to provide the Semiannual Report to Congress for the Office of Inspector general (OIg), U.S. Department of 
Agriculture (USDA), for the 6-month period that ended September 30, 2008. This report summarizes the most significant OIg 
activities during the period, organized according to the goals set forth in the OIg Strategic Plan for FY 2007-2012, as shown below.

n safety, security, and public health – Prompted by a Congressional request, OIg determined that the Food Safety 
and Inspection Service (FSIS) needs to strengthen controls for reinspecting meat and poultry products at U.S. ports of 
entry. We also responded to then Acting Secretary Conner’s request and found that FSIS should collect and analyze a 
more representative sample during outbreak investigations related to recalls for adulterated or contaminated products. 
Our investigative work resulted in sentencings in cases involving dogfighting and contaminated meat and poultry.

n Integrity of Benefits – Our investigative cases involving the Food Stamp Program (FSP, renamed the Supplemental Nutrition 
Assistance Program, effective October 1, 2008) and other feeding programs, as well as conversion of mortgaged collateral, produced 
significant prison sentences and court-ordered restitutions and forfeitures totaling millions of dollars. Our audit work found that 
the Food and Nutrition Service should strengthen its processes for approving retailers in FSP, the Farm Service Agency (FSA) was 
limited in its ability to enforce collection of tobacco assessments to fund the Tobacco Transition Payment Program, and FSA did 
not have effective controls to ensure interest rates charged by lenders met requirements of FSA’s guaranteed farm loan programs.

n management Improvement Initiatives – Our audits found that USDA’s implementation of renewable energy activities needs 
improvement, FSA did not effectively determine eligibility for the Emergency Forestry Conservation Reserve Program, and 
improper reimbursement requirements and ill-defined missions directed by the Federal Emergency Management Agency increased 
costs and may have hindered Forest Service operations. In addition, the National Finance Center received its first unqualified 
opinion on its general control environment. After our investigation, a former USDA employee was convicted of computer fraud.

n stewardship Over natural Resources – Our audit work found that the Natural Resources Conservation Service improperly 
obligated Wetlands Reserve Program funds and inadequately monitored easements, but it improved the status review 
process to evaluate producer compliance with highly erodible land conservation and wetland conservation provisions.

During this reporting period, we conducted successful investigations and audits that led to 994 arrests, 358 convictions, 
$40.0 million in recoveries and restitutions, 138 program improvement recommendations, and $118.6 million in financial 
recommendations. In response to some of our program improvement recommendations, FSA agreed to revise its examination 
procedures and forms to provide comprehensive procedural guidance for warehouse examiners at port facilities, and the Department 
agreed to develop and implement a renewable energy strategy that includes program goals for agency managers.

These program improvements and monetary results would not have been possible without the continuing interest and support 
of the Congress, Secretary Schafer, and Deputy Secretary Conner. Their strong commitment is vital to our mutual success in 
improving USDA programs and operations. The excellence of OIg staff work has been recognized by the Secretary, the President, 
and the President’s Council on Integrity and Efficiency/Executive Council on Integrity and Efficiency (see page 27).

Phyllis K. Fong
Inspector General



Contents
Safety, Security, and Public Health  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 1

Integrity of Benefits  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 5

Management Improvement Initiatives   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 13

Stewardship of Natural Resources  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 23

Gauging the Impact of OIG   .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 26

Abbreviations of Organizations  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 43



USDA OIG SEMIANNUAL REPORT TO CONGRESS FY 2008 2nd Half      1

Goal 1

OIg Strategic goal 1:
Strengthen USDA’s ability to implement safety and 
security measures to protect the public health as 
well as agricultural and Departmental resources .

To help USDA and the American people meet critical 
challenges in safety, security, and public health, OIg provides 
independent and professional audits and investigations in these 
areas. Our work addresses such issues as the ongoing challenges 
of agricultural inspection activities, safety of the food supply, 
and homeland security.

In the second half of fiscal year (FY) 2008, we devoted 
21 percent of our total direct resources to goal 1, with 
99.6 percent of these resources assigned to critical/high-impact 
work. A total of 92.3 percent of our audit recommendations 
under goal 1 resulted in management decision within 1 year, 
and 98.5 percent of our investigative cases resulted in criminal, 
civil, or administrative action. OIg issued 4 audit reports under 
goal 1 during this reporting period and a total of 10 during 
the full fiscal year. OIg’s investigations under goal 1 yielded 
91 indictments, 172 convictions, and about $7.1 million in 
monetary results during this reporting period and a total of 
113 indictments, 449 convictions, and about $8.9 million in 
monetary results during the full fiscal year.

Safety, Security, and Public Health

Management Challenges Addressed UNDER GOAL 1
n Interagency Communications, Coordination, and Program Integration Need Improvement (also under goals 2, 3, and 4)

n Continuing Improvements Needed in Information Technology (IT) Security (also under goal 3)

n Departmental Efforts and Initiatives in Homeland Security Need To Be Maintained

n USDA Needs To Develop a Proactive, Integrated Strategy To Assist American 
Producers To Meet the global Trade Challenge (also under goal 3)

n Better Forest Service Management and Community Action Needed To Improve the Health of the 
National Forests and Reduce the Cost of Fighting Fires (also under goals 3 and 4)

n Improved Controls Needed for Food Safety Inspection Systems

EXAMPLES OF AUDIT AND INVESTIGATIVE 
WORK FOR GOAL 1

Food Safety and Inspection Service (FSIS) Needs 
To Strengthen Inspection Processes for Meat and 
Poultry Imports
In response to a Congressional request, we conducted an audit 
to evaluate FSIS inspection processes for meat and poultry 
imports to ensure the integrity of the U.S. food supply. 
We determined that FSIS needs to strengthen controls for 
reinspecting meat and poultry products at U.S. ports of entry. 
FSIS should determine the number of “intensified inspections” 
(which are called for after physical or laboratory failures to 
meet U.S. requirements) that would provide the appropriate 
level of protection to ensure the safety and wholesomeness of 
imported products. FSIS also needs to strengthen procedures 

for specifying the priority of performing reinspection activities, 
verifying production dates, analyzing data in its information 
system, and managing noncompliance records.

We also found that FSIS had adequately implemented 
the corrective actions reported for 49 of 51 previous 
recommendations. However, FSIS had not documented the 
protocols implemented in the agency’s management controls. 
FSIS needs to document controls for assessing the equivalence 
of foreign countries’ food safety systems, specifically the 
controls concerning the methodology used to select foreign 
establishments for review. FSIS also should document its policy 
to perform onsite audits before receiving product from a new 
or suspended country. FSIS agreed with our recommendations 
and has begun corrective action. (Audit Report No. 24601-08-
Hy, Followup Review of Controls Over Imported Meat and 
Poultry Products)
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Goal 1

FSIS Should Collect and Analyze a More 
Representative Sample During Outbreak 
Investigations
In September 2007, FSIS announced that a New Jersey 
establishment was expanding a voluntary recall to more than 
21 million pounds of frozen ground beef products possibly 
contaminated with E. coli O157:H7. In response to the Deputy 
Secretary’s (then Acting Secretary) request in October 2007, we 
assessed whether improvements could be made to protocols for 
handling recalls to ensure that accurate information is rapidly 
obtained and conveyed to the appropriate decision makers and 
whether FSIS is taking full advantage of its statutory authorities 
to address recalls.

We found that FSIS has taken strides to strengthen its 
investigative and recall procedures and has taken full advantage 
of its recall authority. However, FSIS needs a protocol to 
collect a more representative sample from establishments for 
laboratory analysis during an outbreak investigation. Due to 
lack of guidance, FSIS collected from the company the only 
available package that had the identical labeling and production 
date as the non-intact (opened) product from a case patient’s 
home. (FSIS later became aware of additional product at the 
company.) The product collected from the company tested 
negative for E. coli O157:H7. As a result, FSIS could not 
conclude that contamination had occurred at the establishment, 
and the lack of additional product testing potentially delayed 
the agency’s ability to recommend a recall. In addition, FSIS 
has not finalized and implemented its draft directive for 
investigating foodborne illnesses and its revised directive for 
handling recalls. FSIS agreed with our recommendations. 
(Audit Report No. 24601-09-Hy, FSIS’ Recall Procedures for 
Adulterated or Contaminated Product)

New Jersey Man Convicted in Federal Court for 
Contaminating Meat
In June 2008, a co-owner of a Jersey City, New Jersey, meat 
distributing company was sentenced to serve 24 months of 
probation and fined $1,000 after pleading guilty in Federal 
court to holding adulterated meat products for sale. The 
co-owner had stored approximately 9,000 pounds of goat and 
beef carcasses in a manner that led to the product becoming 
adulterated with rodent infestation. The product was destroyed 
by FSIS before any adulterated meat could reach consumers. 

This case was worked jointly with FSIS’ Office of Program 
Evaluation, Enforcement and Review.

Plant Employee Contaminates Poultry 
To Get Day Off From Work
In April 2008, an employee of a poultry plant was ordered to 
pay the company $199,587 in restitution after he contaminated 
poultry to get a day off from work. In November 2007, the 
employee pled guilty and was sentenced in Circuit Court, 
Johnson County, Arkansas, to serve 60 months of probation 
and was ordered to pay a $1,000 fine and perform 40 hours of 
community service for felony criminal mischief. The employee 
was seen on company surveillance cameras throwing ink into a 
chiller, adulterating the poultry inside. The employee confessed 
to the crime and stated that he just wanted a day off from work. 
This case was worked jointly with the Clarksville, Arkansas, 
Police Department.

Tennessee Man Sentenced to Prison for 
Communicating False Information That 
a Consumer Product Was Tainted
In September 2008, a Tennessee man was sentenced in Federal 
court to serve 12 months and 1 day in prison, followed by 
36 months of probation upon release, and was ordered to pay 
restitution of $471,712 for communicating false information 
that a consumer product had been tainted. In September 
2007, a food processing facility received a telephone call 
from an anonymous source who advised that their food 
product was contaminated with pesticide. The investigation 
disclosed the man as a potential subject, and the Food and 
Drug Administration (FDA) administered a polygraph 
examination. The man subsequently admitted to making the 
telephone call but denied contaminating any food product. 
This misinformation caused the food processing facility to 
experience a temporary interruption of service while awaiting 
the return of laboratory results. All product samples tested 
negative for pesticide residue. This case was worked jointly with 
FDA’s Office of Criminal Investigations.

Joint Investigation Uncovers Dogfighting Ring
In June 2008, a man was sentenced in State Court, Hamilton 
County, Ohio, to 162 months in prison for dogfighting and 
both possession of and trafficking in marijuana. The 14-month 
undercover investigation disclosed that the man was a principal 
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Goal 1

organizer of a dogfighting ring and gambling organization in 
the Dayton and Cincinnati metropolitan areas and other parts 
of Ohio, Kentucky, and Michigan. Judicial action is pending 
against numerous other defendants charged with similar 
offenses. This case is being worked jointly with various Federal, 
State, and local law enforcement entities as part of the Ohio 
Organized Crime Investigations Commission Taskforce. OIg’s 
National Computer Forensic Division (NCFD) provided 
computer forensics assistance in this case.

Incident Commander (IC) in Thirtymile Fire 
Is Sentenced
In August 2008, the IC for the Thirtymile Fire was sentenced 
to 90 days of incarceration, followed by 36 months of 
probation, and assessed a $50 penalty. He was also required to 
submit to a complete mental health, alcohol, and substance 
abuse evaluation. He must abstain from alcohol during 
his probationary period and submit to alcohol testing as 
required. In addition, he is prohibited from seeking firefighter 
qualifications or engaging in firefighting or fire-line activities. 
In April 2008, in the Eastern District of Washington, the 
IC had pled guilty to two counts of making false statements. 
On July 10, 2001, four Forest Service (FS) firefighters died 
after they became entrapped and their fire shelter deployment 
site was burned over by the Thirtymile Fire in the Chewuch 
River Canyon, 30 miles north of Winthrop, Washington. 
The investigation disclosed that the IC failed to order the 
firefighters off a rock slope where the firefighters had deployed 
their emergency fire shelters; he subsequently provided false 
statements to investigators. This fire led to the passage of Public 
Law 107-203, which was signed into law on July 24, 2002, 
requiring OIg to conduct an independent investigation into 
the death of any FS employee resulting from a burnover or 
entrapment in a wildland fire.

Inspections of Port Facilities Do Not Guarantee 
Quality of USDA Food Exports
The Farm Service Agency (FSA) facilitates the sale, donation, 
and transfer of Commodity Credit Corporation (CCC)-owned 
commodities by arranging for their export as part of various 
food aid programs. We found that FSA’s port examination 
process, initiated in 1999 to improve storage conditions for 
food awaiting shipment, was not sufficient to guarantee the 
quality of food exports. FSA had developed and maintained a 
list of “approved” port facilities but does not have a statutory 
basis for discontinuing relationships with substandard facilities. 
Rather than promulgate regulations for approving and 
removing a port from its list of approved ports, FSA relied on 
its procurement regulations (which provide that the adequacy 
of the port be considered before final selection) to conduct 
the examinations since it had to determine whether a port or 
transloading facility was able to perform. However, there is 
no binding contractual agreement between FSA and the port 
or transloading facility. Moreover, port examinations were 
inconsistent because FSA’s examination procedures did not 
contain precise and comprehensive guidance for warehouse 
examiners to determine the significance of violations. FSA also 
failed to adequately follow up on deficiencies.

In response, FSA reported that it plans to create, under the 
authority of the U.S. Warehouse Act (USWA), a license for 
port facilities and require during the procurement process 
that only USWA-licensed facilities handle government food 
assistance commodities. This would allow FSA to use current 
licensing program policies and procedures, written standards 
for approval, and due process for approving and disapproving 
facilities under USWA, as well as current procedures to track 
and follow up on adverse examination reports and to suspend 
and revoke licenses. FSA also plans to revise its examination 
procedures and forms to provide comprehensive procedural 
guidance for examiners. (Audit Report No. 03099-198-KC, 
Inspection of Temporary Domestic Storage Sites for Foreign 
Food Assistance)
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GOVERNMENTWIDE ACTIVITIES – GOAL 1

Participation on Committees, Working Groups, 
and Task Forces
n An OIg Special Agent is assigned full time to the 

Federal Bureau of Investigation’s (FBI) National 
Joint Terrorism Task Force (NJTTF). The agent 
attends the NJTTF threat briefings and provides a 
variety of products related to terrorist intelligence 
to OIg and other agencies and offices within the 
Department. OIg Special Agents nationwide are 
assigned to the FBI’s local JTTFs. OIg’s participation 
on the national and local JTTFs has provided an 
excellent means for sharing critical law enforcement 
intelligence and has served to help broaden the 
knowledge of the FBI and other law enforcement 
agencies about conducting criminal investigations 
with a connection to the food and agriculture sector.

ONGOING AND PLANNED REVIEWS FOR GOAL 1

Topics that will be covered in ongoing or planned reviews 
under goal 1 include:

n  oversight of the National Organic Program 
(Agricultural Marketing Service (AMS)),

n  followup on purchase specifications 
for ground beef (AMS),

n  fresh product grading (AMS),

n  assessment of USDA controls to ensure compliance 
with beef export requirements (AMS and FSIS),

n evaluation of management controls over 
pre-slaughter activities (FSIS),

n  oversight of the recall by a California 
slaughterhouse (FSIS),

n  animal care inspections of dealers (Animal and 
Plant Health Inspection Service (APHIS)),

n  oversight of the designated qualified persons 
enforcing the Horse Protection Act (APHIS),

n  controls over animal import centers (APHIS),

n  Plant Protection and Quarantine program (APHIS),

Goal 1

n  swine and poultry handling and inspection (FSIS),

n  national residue program in non-cull cow, 
swine, and poultry plants (FSIS),

n  followup of APHIS licensing of animal exhibitors,

n  Food Emergency Response Network (FSIS),

n  salmonella verification testing program (FSIS),

n  USDA’s role in the export of genetically engineered 
(gE) agricultural commodities (Senior Advisor to the 
Secretary for International and Homeland Security 
Affairs and Biotechnology; APHIS; Agricultural 
Research Service (ARS); Cooperative State Research, 
Education, and Extension Service (CSREES); Foreign 
Agricultural Service (FAS); and grain Inspection, 
Packers and Stockyards Administration (gIPSA)),

n  USDA controls over gE animals and insects 
research (ARS, CSREES, and APHIS),

n  controls over gE food and agriculture 
imports (APHIS),

n  agency controls over the National Plant 
Diagnostic Network (CSREES and APHIS),

n  agency controls over the National Animal Health 
Laboratory Network (APHIS and CSREES),

n  USDA’s response to colony collapse disorder (ARS),

n  implementation of flood control dams rehabilitation 
(Natural Resources Conservation Service (NRCS)),

n  FS contracted labor crews,

n  followup on prior firefighter safety audits (FS),

n  FS firefighting succession plans,

n  FS replacement plan for firefighting aerial resources,

n  FS National Fire Plan Reporting System, and

n  FS Fire Program Analysis System.

The findings and recommendations from these efforts will 
be covered in future Semiannual Reports as the relevant 
audits and investigations are completed.
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Goal 2

Integrity of Benefits

Strategic Goal 2:
Reduce program vulnerabilities and strengthen 
program integrity in the delivery of benefits to 
program participants .

OIg conducts audits and investigations to ensure or restore 
integrity in the various benefit and entitlement programs of 
USDA, including a variety of programs that provide payments 
directly and indirectly to individuals or entities. The size of 
these programs is daunting: the Food Stamp Program (FSP, 
renamed the Supplemental Nutrition Assistance Program, 
effective October 1, 2008) alone accounts for approximately 
$40 billion in benefits annually, while well over $20 billion 
annually is spent on USDA farm programs. Intended 
beneficiaries of these programs include the working poor, 
hurricane and other disaster victims, and schoolchildren, as well 
as farmers and producers. These programs support nutrition, 
farm production, and rural development. 

In the second half of FY 2008, we devoted 39 percent of our 
total direct resources to goal 2, with 89.3 percent of these 
resources assigned to critical/high-impact work. A total of 
97.7 percent of our audit recommendations under goal 2 
resulted in management decision within 1 year, and 
84.5 percent of our investigative cases resulted in criminal, 
civil, or administrative action. OIg issued 16 audit reports 
under goal 2 during this reporting period and a total of 26 
during the full fiscal year. OIg investigations under goal 
2 yielded 237 indictments, 152 convictions, and about 
$29.4 million in monetary results during the reporting period 
and a total of 335 indictments, 244 convictions, and about 
$60.5 million in monetary results during the full fiscal year.

Management Challenges Addressed Under Goal 2
n Interagency Communications, Coordination, 

and Program Integration Need Improvement 
(also under goals 1, 3, and 4)

n Implementation of Strong, Integrated Internal 
Control Systems Still Needed (also under goal 3)

EXAMPLES OF AUDIT AND INVESTIGATIVE 
WORK FOR GOAL 2

Food Stamp Cases and Related Offenses in Several 
States Yield Substantial Prison Sentences and 
Millions of Dollars in Restitutions and Forfeitures
n In July 2008, the owner of a Newark, New Jersey, grocery 

store was sentenced in Federal court to serve 43 months in 
prison, followed by 36 months of probation upon release, 
and was ordered to pay restitution of $1,482,864 to USDA 
for discounting Electronic Benefits Transfer (EBT) benefits 
for cash. The owner was arrested in June 2000 and shortly 
thereafter fled to the Dominican Republic until 2007, when 
she was extradited to the United States to face the charges. 
As reported for the first half of FY 2007, in October 2006, 
three other individuals connected with this case were 
ordered to pay a total of $1.1 million in restitution for their 
role in committing food stamp trafficking via the EBT 
system by discounting large amounts of EBT benefits for 
cash. One individual received 21 months in prison, and the 
other two received probation for a term of 36 months each. 
This case was worked jointly with the U.S. Secret Service.

n In conjunction with the U.S. Attorney’s Office for the 
Southern District of New York, in the fall of 2006, OIg 
initiated a large-scale investigation of food stamp trafficking. 
As a result, in April 2007, two grocery store owners and 
their employees were charged with violations of Federal law, 
including food stamp trafficking and theft of government 
funds. Also, more than $1.1 million in cash and property 
associated with the fraud were seized and forfeited to the 
government. In January 2008, the owner of one store pled 
guilty, and the owner of the other store was found guilty 
at trial. In June 2008 and July 2008, the grocery store 
owners received sentences of, respectively, 57 months of 
imprisonment and restitution of $442,352, and 37 months 
of imprisonment and $1,471,248 in restitution. In addition, 
their employees pled guilty and received sentences ranging 
from probation to imprisonment and restitution.

n In May 2008, a former Chicago, Illinois, grocery store 
owner was sentenced in Federal court to serve 12 months 
and 1 day in prison, followed by 36 months of probation, 
and was ordered to pay $1,082,987 in restitution and 
a $200 fine, and forfeit $698,014 for exchanging EBT 
benefits for cash. From May 2002 to December 2002, 
the former grocery store owner redeemed approximately 
$794,416 in food stamp benefits despite reported annual 
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food sales of $169,840. The former grocery store owner 
also operated and exchanged EBT benefits for cash at 
two additional grocery stores. From September 2001 to 
March 2002, the second store redeemed $311,285 in food 
stamp benefits, and from May 2003 to February 2004, 
the third store redeemed $177,638 in food stamp benefits. 
This investigation was conducted jointly with the Internal 
Revenue Service’s Criminal Investigation (IRS CI).

n In August 2008, a co-owner of a Flint, Michigan, grocery 
store was sentenced in Federal court to serve 27 months 
in prison and 24 months of supervised release, and was 
ordered to pay restitution of $916,888 for trafficking in 
EBT benefits and Special Supplemental Nutrition Program 
for Women, Infants, and Children (WIC) coupons. The 
remaining store owner was sentenced in Federal court on 
the same day to serve 4 months in prison, 2 months of 
home confinement, and 24 months of supervised release 
and was ordered to pay restitution of $44,547 for fraud 
in connection with various Federal welfare programs. The 
investigation disclosed that, from 2001 to 2003, the co-
owners fraudulently redeemed approximately $322,000 
in food stamp benefits and $594,000 in WIC coupons. 
This was a joint investigation with the U.S. Department 
of Health and Human Services OIg and the State of 
Michigan’s Department of Human Services OIg.

n As reported previously, from January 2002 to January 2004, 
an Ohio furniture store owner led a nationwide network 
that trafficked in stolen merchandise and food stamps 
through inner-city markets near Dayton, Ohio. Stolen 
merchandise transported to several other States included 
infant formula, diabetic blood glucose test strips, over-the-
counter medications, and health and beauty aids valued 
at approximately $448,656. Much of the stolen infant 
formula was transported interstate to WIC-authorized 
stores. In January 2004, the store owner and 19 others were 
charged with food stamp trafficking, receipt and interstate 
transportation of stolen property, conspiracy, and money 
laundering. Nineteen, including the store owner, have 
pled guilty or been convicted. Sixteen received sentences 
ranging from 8 to 28 months of incarceration with 12 to 
36 months of probation, total fines of $6,950, and total 
restitution of $87,552. In March 2006, the store owner 
was sentenced to 11 years in prison, 5 years of supervised 
release, and more than $2.6 million in restitution. In May 
and June 2008, the last two individuals were sentenced 
to serve 30 and 15 months, respectively, in Federal prison 

for their participation in this scheme. OIg’s NCFD 
provided computer forensics assistance in this case.

n In April 2008, the owner of a San Antonio, Texas, grocery 
store was sentenced in Federal court to serve 36 months 
of probation and was ordered to pay $458,995 in 
restitution for WIC and EBT trafficking. In July 2007, 
and September 2007, a former WIC employee for the 
city and two co-conspirators received sentences ranging 
from 24 months of probation to 15 months in prison 
and were ordered to pay $57,472 in restitution. A third 
co-conspirator remains a fugitive. The OIg investigation 
disclosed that, between January 2001 and October 
2001, the WIC employee and three others conspired 
to embezzle and create approximately 691 fictitious 
WIC vouchers totaling $49,290 from the Metropolitan 
Health District, WIC Division. The grocery store owner 
was aware of the WIC fraud scheme and subsequently 
purchased the WIC vouchers and also exchanged EBT 
benefits for cash. A financial analysis revealed that, from 
January 1999 to May 2003, the grocery store owner 
redeemed approximately $458,000 in WIC and food stamp 
benefits that were not supported by legitimate sales.

Long Prison Sentences and Restitutions Ordered for 
Fraud in Feeding Programs
n In May 2008, a Texas church pastor was sentenced in 

Federal court for fraudulently participating in the Summer 
Food Service Program (SFSP). The OIg investigation 
disclosed that, from April 2003 to April 2006, the church 
pastor illegally obtained $586,347 in SFSP benefits, 
formed five corporations and one business entity that 
he used to launder the illegally obtained benefits, and 
used a portion of the illegal gains to purchase a residence 
and two vehicles. The pastor was sentenced to serve 235 
months in prison, followed by 36 months of supervised 
release, and was ordered to pay $544,649 in restitution, 
jointly and severally with the business interests. The court 
also ordered forfeiture of the pastor’s residence and two 
vehicles. This investigation was conducted jointly with 
the Department of Homeland Security’s (DHS) U.S. 
Immigration and Customs Enforcement (ICE) and IRS CI.

n In July 2008, the executive director of a sponsoring 
organization in North Carolina and her daughter were 
sentenced in Federal court for defrauding the Child 
and Adult Care Food Program (CACFP) and IRS. 
The investigation disclosed that, between October 
2002 and March 2005, the sponsoring organization 
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falsified documents to illegally obtain $777,902 in 
CACFP reimbursements. In addition, the executive 
director and her daughter failed to pay taxes on the 
illegally obtained funds deposited into their personal 
bank accounts. The executive director was sentenced to 
serve 57 months in prison, followed by 36 months of 
supervised release, and was ordered to pay $1,191,749 
in restitution to the North Carolina Health and Human 
Services and IRS. Her daughter was sentenced to 90 days 
of home confinement, 5 years of probation, and 200 
hours of community service, and was ordered to pay 
a $3,000 fine and $49,134 in restitution to IRS. This 
investigation was conducted jointly with IRS CI.

Food and Nutrition Service (FNS) Should Strengthen 
Its Processes for Approving Retailers for 
Participation in the Food Stamp Program (FSP)
FSP is carried out in cooperation with private retailers. We 
found that, generally, FNS had controls in place to ensure 
proper retailer authorizations. However, we identified two 
areas where FNS could strengthen its processes for approving 
retailers for participation in FSP, and thus strengthen program 
integrity. FNS does not verify FSP applicant retailers’ criminal 
records prior to approval and therefore cannot comply with its 
own requirement to deny authorization to any retailer with a 
criminal conviction that reflects on the business integrity of the 
owner. Instead, FNS relies on applicant retailers to certify to 
the accuracy of information provided relative to their criminal 
record at the point of application. Also, FNS field offices are no 
longer required to hold face-to-face meetings with applicants to 
provide training and explain compliance with FSP regulations 
and the different types of violations (i.e., trafficking), which 
could impair the successful prosecution of FSP violators. 
We recommended that FNS require retailers to undergo a 
criminal record background check before acceptance into FSP. 
In response to FNS concerns about the difficulty of obtaining 
these records and the necessity of implementing a regulatory 
change that may not be cost beneficial, we advised that FNS 
should continue to seek other options to better ensure the 
integrity of retailers applying to participate in the program. 
FNS agreed to consult with the Department of Justice (DOJ) 
to ensure that the retailer authorization process is sufficient 
for successful prosecution of retailers who are trafficking food 
stamp benefits. (Audit Report No. 27601-15-At, FSP Retailer 
Authorizations and Store Visits)

New Jersey Needs To Strengthen Controls for 
Allocating Administrative Costs to FSP
We concluded that the New Jersey State agency needs to 
improve its controls over how FSP administrative costs are 
allocated to the program. Each county welfare agency in New 
Jersey has staff assigned to different work units that provide 
assistance to applicants for welfare programs, including FSP. 
Administrative costs are allocated for each unit based on an 
approved method—one being a statistically selected random 
moment time study—or distributed based on employee 
personnel activity reports that should reflect actual activity for 
each employee.

The three counties in our review did not ensure that employees’ 
salaries were charged to the correct work units, and two 
counties did not ensure that all employees were included 
in the sample universe before making sample selections for 
the random moment time studies. For one, county staff 
misunderstood instructions from the State agency relating to 
requirements for the random moment time studies. The State 
agency also had not ensured allocations were in compliance 
with procedures because it relied on Office of Management 
and Budget (OMB) guidance on Single Audits that suggests, 
but does not require, testing of a State agency’s cost allocation 
plan. Therefore, there is no assurance that payroll cost 
allocations were reviewed as part of the Single Audit process. 
FNS and the State agency agreed with our recommendations 
to implement a corrective action plan to ensure that costs are 
properly allocated to benefiting programs and to train staff on 
proper cost allocation. (Audit Report No. 27002-25-Hy, FSP 
Administrative Costs in New Jersey)

Colorado Needs To Significantly Improve Management 
of FSP Through Its EBT System
In 2006, FNS officials in Denver, Colorado, informed us 
of multimillion-dollar discrepancies and unexplained over-
issuances caused by the failure of its new computerized FSP 
eligibility system to operate properly. As a result, we initiated an 
audit as part of a multi-year plan to provide a comprehensive 
assessment of the adequacy of the established controls over food 
stamp EBT on a national basis and to evaluate the effectiveness 
of FNS’ oversight efforts. Although the audit did not disclose 
any deficiencies with the EBT system itself, the Colorado State 
Agency’s management of FSP through its EBT system needs 

Goal 2
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significant improvement. The State agency needs to improve 
controls for issuing FSP benefits and establishing claims 
through its computerized system. In addition, we identified 
deficiencies in controls that the State agency established to 
oversee and secure its EBT system. For example, the State 
agency did not use available EBT management reports to 
monitor program operations for improper activity. It also did 
not establish units to assist in the prosecution of trafficking by 
food stamp recipients. We also noted deficiencies in issuing 
benefits and EBT system security.

FNS agreed to require the State agency to ensure that errors 
in the FSP eligibility system are corrected and claims properly 
established, perform system data analysis for FY 2007 if 
a similar FY 2006 data analysis discloses significant over-
issuances, pursue for collection any over-issuances identified 
in their analysis, and improve oversight of its EBT system and 
strengthen controls over system security to prevent misuse of 
FSP funds. (Audit Report No. 27099-68-Hy, EBT System in 
Colorado)

FSA Was Limited in Its Ability To Enforce Collection of 
Tobacco Assessments To Fund the Tobacco Transition 
Payment Program (TTPP)
TTPP, administered by FSA for tobacco quota holders and 
producers of tobacco, is funded by assessments levied and 
collected by FSA from tobacco manufacturers and importers of 
tobacco products and based on volumes of domestic tobacco 
sales as reported to FSA by the manufacturers and importers. 
We concluded that FSA controls were, overall, adequate to 
ensure that FSA levied and collected the vast majority of 
assessments. However, 90 entities that filed required reports 
with FSA did not pay their $58.3 million in levied assessments 
for FYs 2005 and 2006. CCC funded these non-paying entities’ 
shares of the TTPP payments, and FSA has referred a number 
of them to DOJ for debt collection. Moreover, although 
the Department of the Treasury’s Alcohol and Tobacco Tax 
and Trade Bureau (TTB) provides data to FSA to identify 
companies for assessment, the Internal Revenue Code of 1986 
limits the use of such tax data, and FSA has been unable to 
pursue collection of assessments against an additional 
62 manufacturers and importers that have not reported their 
volumes of domestic sales to FSA.

FSA agreed to work with USDA’s Office of the general 
Counsel (OgC) to take legal action, as necessary, to enforce 

collection of assessments and penalties from non-paying and 
non-reporting entities. In addition, FSA is working with TTB 
to achieve an official Memorandum of Understanding that will 
allow FSA to use TTB’s data to calculate and levy assessments 
against non-reporting entities. FSA also agreed, generally, to 
develop and implement regulations and procedures authorizing 
onsite compliance reviews and documenting the process for 
calculating assessments. (Audit Report No. 03601-15-At, 
TTPP – Tobacco Assessments)

FSA Needs To Strengthen Controls Over Guaranteed 
Farm Loan Interest Rates
We found FSA did not have effective controls to ensure that 
interest rates charged by lenders met program requirements. 
For FSA’s portfolio of 56,000 guaranteed farm loans valued at 
$12.1 billion, Federal regulations require that lenders’ interest 
rates on guaranteed loans not exceed the rate lenders charge 
their “average agricultural loan customers” (“average rate”). 
Neither FSA personnel nor any of the five lenders we reviewed 
could clearly articulate a methodology that demonstrated 
such compliance. Using lenders’ self-described rate-setting 
methodologies, we calculated that, for 28 of the 71 guaranteed 
loans reviewed, lenders charged interest rates up to 2.25 percent 
above their average rate. Our review was limited because we 
did not have access to the lenders’ private (non-guaranteed) 
agricultural loan information to validate the average rates. We 
estimated the 28 borrowers could have saved approximately 
$277,000 over the life of the loans, had the lenders limited the 
guaranteed loan interest rates to the OIg-calculated average 
rates. Also, FSA’s oversight review process did not include 
procedures to evaluate interest rates charged by lenders. FSA 
officials acknowledged that controls over interest rates were not 
adequate and that additional controls were needed.

In response to the audit, FSA generally agreed to simplify 
and clarify its interest rate requirements, issue guidance to its 
loan-approving officials for assessing compliance with such 
requirements, issue instructions to lenders to clarify their 
responsibilities for adhering to interest rate requirements, 
and require lenders to provide evidence that interest rates 
meet program requirements. FSA further agreed to seek legal 
advice to determine what actions could be taken in those cases 
where the lenders potentially charged higher interest rates to 
borrowers than allowed by regulations. FSA also decided to 
develop an automated system to help evaluate and monitor 
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interest rates. FSA will outline a specific interest rate review 
process, use the system to identify trends, and take appropriate 
actions to correct any identified deficiencies. (Audit Report No. 
03601-17-Ch, Controls Over guaranteed Farm Loan Interest 
Rates and Interest Assistance)

Pulse Crop Production Increases After 2002 Farm Bill 
Enacts New Pulse Crop Loan Programs
The 2002 Farm Bill created new Marketing Assistance Loan 
and Loan Deficiency Payment (LDP) programs for pulse crops 
(dry peas, lentils, etc.) and established national loan rates for 
such crops for the first time. We initiated this audit in response 
to a hotline complaint alleging that FSA was using incorrect 
posted county prices (PCP) to determine loan repayment rates 
for dry peas, resulting in excessive payments to pea growers 
and dramatic increases in planted acres of dry peas. (generally, 
the loan repayment rate is the market price for the crop, often 
referred to as the PCP. When the loan rate is greater than the 
repayment rate, producers may receive a marketing loan gain 
when they repay the loan or, if the producer agrees to forego a 
loan, the producer may receive an LDP based on the amount 
by which the applicable loan rate exceeds the loan repayment 
rate.)

We found the dry pea loan rate established by the 2002 Farm 
Bill was significantly higher than the PCPs for feed peas. FSA 
had concluded the loan rates set by Congress under the 2002 
Farm Bill reflected food quality (U.S. No. 1 grade) dry peas 
and lentils, rather than feed grade dry peas and U.S. No. 3 
grade lentils. Therefore, for lower quality 2002 crop dry peas 
and lentils, FSA applied discounts to the established loan 
rates. Subsequently, in the 2003 Consolidated Appropriations 
Resolution, Congress mandated that pulse crop loan rates 
(specific rates prescribed by law) and loan repayment rates 
be based on feed grade dry peas and U.S. No. 3 grade lentils, 
effectively terminating FSA’s loan discount schedule.

Since Congress passed the 2003 Consolidated Appropriations 
Resolution, FSA’s rates have adhered to the legislation. 
However, planted acres; production; and numbers and 
amounts of loans, marketing loan gains, and LDPs increased 
substantially since inception of the program. This occurred, 
in part, because the established loan rate for feed peas is 
significantly higher than the PCPs for feed peas. This disparity 
allows producers to receive benefits greater than if the loan 
rates were adjusted for the quality of the commodity actually 

produced. When FSA’s discount schedule was in place for crop 
year 2002, the differences between the (discounted) loan rates 
and repayment rates were such that there were no marketing 
loan gains or LDPs on dry peas. After the 2003 Consolidated 
Appropriations Resolution ended the discount schedule, 
outlays to dry pea producers totaled approximately $14 million 
for crop year 2003. We concluded that Congress achieved its 
goal of making pulse crops an attractive production option for 
producers. The 2008 Farm Bill has since set lower loan rates for 
pulse crops for crop years 2009 through 2012. We therefore did 
not make any recommendations. (Audit Report No. 03601-
26-KC, Methodology for Establishing National/Regional Loan 
Rates for USDA’s Pulse Crop Loan Program)

Ohio Producer Sentenced to Prison for Conversion of 
Collateral Mortgaged to CCC
In April 2008, a producer from Mount Sterling, Ohio, was 
sentenced in Federal court to serve 6 months in prison, 
followed by 36 months of supervised release, and was ordered 
to pay $630,270 in restitution for converting collateral. 
The producer obtained two CCC farm-stored loans totaling 
$630,270, and pledged 72,000 bushels of soybeans and 
125,000 bushels of corn as collateral for the loans. The 
producer was also appointed as an attorney-in-fact for two 
brothers in connection with their $61,920 FSA/CCC loan, 
which was secured by an additional 12,000 bushels of soybeans. 
The OIg investigation disclosed that the producer converted 
all of the soybeans and corn and used the funds to purchase a 
lakefront vacation home, two race cars, and a race boat.

Producer Sentenced for Converting Loan Collateral
In May 2008, a producer from Albert City, Iowa, was sentenced 
in Federal court to serve 71 months in prison, followed by 
36 months of probation, and ordered to pay $1.2 million 
in restitution. The investigation disclosed that, in 2001, the 
producer, who was a convicted felon, pledged 62,000 bushels 
of grain as collateral for a CCC loan, even though much of the 
grain belonged to other producers. The producer subsequently 
sold some of the mortgaged grain and failed to remit sales 
proceeds to FSA. In 2003, the producer made false statements 
to a local bank to obtain a loan for $2.5 million and, in 2004, 
committed bankruptcy fraud by failing to disclose his assets, 
incomes, and debt structure to a Bankruptcy Trustee. In July 
2008, the producer, who was scheduled to surrender to the 
U.S. Marshals to begin his prison term, committed suicide.

Goal 2
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Risk Management Agency (RMA) Claims for Aflatoxin-
Infected Corn
RMA insures corn producers against economic losses due to 
aflatoxin (a toxic fungus byproduct) infecting their harvests. 
Of the 2,453 claims for crop year 2005 for aflatoxin-infected 
corn in Texas, totaling $17.5 million, we identified 2,033 
claims where the value established for infected corn was 
extremely low—$.25 or less per bushel. In 394 of 397 claims 
selected for more detailed review, we found that the approved 
insurance providers (AIP) accepted extremely low values 
(from $.08 to $.25) for infected corn but that producers later 
sold this infected corn for prices ranging from $.80 to $2.30 
per bushel—5 to 28 times the value used to calculate the 
indemnity. Because the AIPs failed to ensure that their adjusters 
were using reasonable values for the producers’ corn, the AIPs 
paid Texas producers indemnities of $15.9 million.

We recommended that RMA issue administrative findings 
to recover the portion of improper payments resulting 
from the cited $15.9 million in claims; revise the current 
Loss Adjustment Manual (LAM) procedures to require 
that AIPs use the proposed graduated discount factors to 
compute a preliminary settlement for losses due to aflatoxin 
contamination and adjust the preliminary settlement based 
on the final sales price or market values determined for the 
crop upon final disposition, withholding final settlement of 
claims until the date of final disposition; and notify all AIPs 
that the current LAM procedures require that claims with 
aflatoxin levels exceeding levels set by the Federal or State 
government or any other regulatory body cannot be finalized 
until the final disposition of the crop. RMA agreed to pursue 
the overpayments but did not agree with having to track them. 
In addition, RMA agreed that the LAM procedures need to be 
strengthened but did not agree that claims should remain open 
until final disposition. (Audit Report No. 05601-15-Te, Crop 
Loss and Quality Adjustments for Aflatoxin-Infected Corn)

Delta Regional Authority (DRA) Appropriately 
Accounted for Funds
We found that DRA is accounting for appropriated funds and 
tracking grantee adherence to Federal regulations and DRA 
policy. Our review of DRA’s operations for FYs 2005-2007 
disclosed no substantial matters of concern. DRA, a Federal-
State partnership, helps economically distressed communities 

in eight States develop infrastructure, improve transportation, 
encourage business, and train workers. (Audit Report No. 
62099-02-Te, Controls Over Issuance of Appropriated Funds 
by DRA – FYs 2005-2007)

Payment Limitation Provisions Were Violated, 
Allowing Two Partnerships To Improperly Receive 
More Than $1 .4 Million in Program Payments
We found that two partnerships in Louisiana were not separate 
and distinct for payment limitation purposes and, hence, had 
applied for and received more than $1.4 million in improper 
farm program payments. They were operating as one farming 
operation to conceal the true interest of one individual, a 
medical doctor. Each partnership was composed of 3 individual 
partners and 3 corporate partners, resulting in 12 separate 
payment limitations for the 2 partnerships. The six individuals 
were related and constituted the stockholders in the six 
corporations.

The partnerships did not maintain funds and accounts 
separate from each other, and the members did not exercise 
separate responsibility for their interests. The same equipment 
(mostly owned by the doctor) was shared by the partnerships 
for farming operations, funds were shifted between the 
partnerships and the doctor, and some operating expenses were 
not paid timely to individuals or entities with direct or indirect 
interests in the partnerships’ farming operations or were not 
proportionately shared between the partnerships.

The Louisiana State FSA Committee agreed with our findings 
and, in response to our recommendations, determined that 
the members of the partnerships did not meet the procedural 
requirements to be recognized for separate payment limitations 
and that the members of the partnerships adopted and 
participated in a scheme or device designed to evade payment 
limitation and payment eligibility provisions for the years 2000 
through 2002. FSA began collection on resultant overpayments 
of about $1.4 million. (Audit Report No. 03099-181-Te, 
Payment Limitation Review in Louisiana)

Grantee Failed To Comply With Federal Regulations 
and Rural Utilities Service (RUS) Grant Agreements
We conducted a closeout audit of seven RUS broadband grants 
to determine whether the grantee incurred any allowable 
expenditures between the date of the last RUS compliance 
review, March 18, 2005, and the suspension date of the grants, 
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September 30, 2005, or whether there were any other costs 
incurred that RUS should credit. We found that the Texas 
grantee failed to abide by the terms of the grant agreements and 
did not comply with Federal regulations. We determined that 
the grantee’s request for funding far exceeded the immediate 
need for reimbursement. The grantee requested and received 
approximately $1.9 million of the $2.7 million authorized for 
the seven grants. Specifically, the grantee requested the entire 
amount budgeted for line items as reimbursement for expenses 
incurred even though it had not expended that amount almost 
2 years later. Also, in many instances, the grantee claimed 
reimbursement for expenses that were not allowable according 
to Federal regulations or were not properly supported by 
adequate documentation. RUS agreed to require the grantee to 
refund $429,159 in Federal grant funds received. (Audit Report 
No. 09601-6-Te, Texas Community Connect grantee Close-
Out Audit)

Goal 2

GOVERNMENTWIDE ACTIVITIES – GOAL 2

Review of Legislation, Regulations, Directives, 
and Memoranda
n In connection with our audit of FSA’s TTPP 

assessments, OIg provided comments and feedback 
to FSA on a draft revision to TTPP regulations. 
FSA included the term “third parties” to describe 
those to whom FSA would release the market share 
data of tobacco manufacturers and importers. OIg 
commented that FSA could be in violation of the 
Internal Revenue Code of 1986 (26 U.S.C. 6103) 
if FSA disclosed any information about a company 
that was not provided to FSA directly from the 
manufacturers and importers. The final rule dated 
April 29, 2008, states that, in future assessment 
notices, FSA will release to reporting manufacturers 
and importers the qualifying market share of other 
manufacturers and importers, based solely on 
information supplied by the reporting manufacturer 
or importer to FSA. This is a deviation from the 
language in the original draft we reviewed, as FSA is 
no longer including the term “third party” to describe 
who will be receiving the market share information.

Participation on Committees, Working Groups, 
and Task Forces

n Since November 2005, OIg Special Agents have 
been working on Hurricanes Katrina/Rita Task 
Force investigations in Mississippi and Louisiana. 
To date, OIg has conducted 75 cases in which 
FNS, FSA, and Rural Development (RD) have been 
defrauded by individuals who have submitted false 
claims or provided false statements to obtain Federal 
benefits. From June 2006 to date, 103 individuals 
have been indicted, 50 have been convicted and 
sentenced, and fines and restitution thus far have 
totaled $26,725 and $691,568, respectively. The 
judicial process continues with 53 additional subjects 
that have pled guilty or are awaiting trial. The task 
force is expected to continue through FY 2009.

n An OIg Special Agent has been working with 
the FBI’s Safe Streets Task Force in Indianapolis, 
Indiana, since 2000. The mission of the task force 
is to deter street gang and drug-related violence, as 
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well as seek the most significant fugitives wanted 
for crimes of violence through long-term, proactive, 
and coordinated teams of Federal, State, and local 
law enforcement officers and prosecutors.

n OIg Special Agents are participating on a Bridge Card 
Enforcement Team (BCET) task force to investigate 
criminal violations of the Food Stamp Program and 
WIC. Members include the Michigan State Police 
and IRS CI. The FBI, Social Security Administration 
OIg, and ICE have provided assistance during warrant 
operations. The initiative, which has been operational 
since June 2007, has resulted in 64 arrests and 73 
search warrants served in the Detroit metropolitan 
area. Criminal prosecutions are being pursued through 
the U.S. Attorney’s Office for the Eastern District of 
Michigan and the Michigan Attorney general’s Office. 
To date, work in this area has resulted in 27 guilty 
pleas, and sentences that include incarceration, fines, 
and restitution. Forfeiture actions of $1.6 million have 
also been initiated by the U.S. Attorney’s Office. The 
task force is expected to continue through FY 2009.

ONGOING AND PLANNED REVIEWS FOR GOAL 2

Topics that will be covered in ongoing or planned reviews 
under goal 2 include:

n Child and Adult Care Food Program (FNS),

n WIC vendor monitoring (FNS),

n continued monitoring of EBT implementation (FNS),

n 2008 Farm Bill changes to payment limitation (FSA),

n adjusted gross income limitation (NRCS and FSA),

n price discovery efforts for various crops 
reported nationwide (National Agricultural 
Statistics Service (NASS)),

n implementation of the Average Crop Revenue 
Election (ACRE) Program (FSA),

n implementation of the Supplemental Agricultural 
Disaster Assistance Programs (FSA),

n management controls over research agreements (ARS),

n management controls over the Market 
Access Program (FAS),

n Pasture, Rangeland, and Forage Programs (RMA),

n citrus indemnity payments resulting from 
2005 Florida hurricanes (RMA),

n implementation of AIPs’ appendix IV/
quality control reviews (RMA),

n Catastrophic Risk Protection Program (RMA),

n Farm and Ranch Lands Protection Program, review 
of non-governmental organizations (NRCS),

n FSA and NRCS methods to assess 
integrity of programs,

n Conservation Loan and Loan guarantee 
Program (NRCS and FSA),

n Midwest disaster assistance programs 
(FSA, NRCS, and RD),

n FS administration of grants,

n Rural Business-Cooperative Service’s (RBS) 
Intermediary Relending Program,

n effectiveness and enforcement of debarment and 
suspension regulations throughout USDA,

n controls over lender activities in the Single 
Family Housing (SFH) guaranteed Loan 
Program (Rural Housing Service (RHS)),

n Rural Rental Housing maintenance costs 
and inspection procedures (RHS), and

n distance learning and telemedicine 
grants and loans (RD).

The findings and recommendations from these efforts will 
be covered in future Semiannual Reports as the relevant 
audits and investigations are completed.

Goal 2
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In the second half of FY 2008, we devoted 37 percent of 
our total direct resources to goal 3, with 98.2 percent of 
these resources assigned to critical/high-impact work. A 
total of 97.6 percent of our audit recommendations under 
goal 3 resulted in management decision within 1 year, and 
87.6 percent of our investigative cases resulted in criminal, 
civil, or administrative action. OIg issued 11 audit reports 
under goal 3 during this reporting period and a total of 25 
during the full fiscal year. OIg investigations under goal 
3 yielded 30 indictments, 34 convictions, and $3.5 million 
in monetary results during the reporting period and a total 
of 32 indictments, 34 convictions, and about $4 million in 
monetary results during the full fiscal year.

Goal 3

OIG Strategic Goal 3:
Support USDA in implementing its management 
improvement initiatives .

OIg conducts audits and investigations that focus on such 
areas as improved financial management and accountability, IT 
security and management, research, real property management, 
employee corruption, and the government Performance 
and Results Act. Our work in this area is vital because the 
Department is entrusted with $128 billion in public resources 
annually. The effectiveness and efficiency with which USDA 
manages its assets are critical. USDA depends on IT to 
efficiently and effectively deliver its programs and provide 
meaningful and reliable financial reporting. One of the more 
significant dangers USDA faces is a cyberattack on its IT 
infrastructure, whether by terrorists seeking to destroy unique 
databases or criminals seeking economic gains.

Management Improvement Initiatives

Management Challenges Addressed UNDER GOAL 3
n Interagency Communications, Coordination, and Program Integration Need Improvement (also under goals 1, 2, and 4)

n Implementation of Strong, Integrated Internal Control Systems Still Needed (also under goal 2)

n Continuing Improvements Needed in IT Security (also under goal 1)

n Material Weaknesses Continue To Persist in Civil Rights Control Structure and Environment

n USDA Needs To Develop a Proactive, Integrated Strategy To Assist American 
Producers To Meet the global Trade Challenge (also under goal 1)

n Better FS Management and Community Action Needed To Improve the Health of the National 
Forests and Reduce the Cost of Fighting Fires (also under goals 1 and 4)

n Implementation of Renewable Energy Programs at USDA

EXAMPLES OF AUDIT AND INVESTIGATIVE 
WORK FOR GOAL 3

USDA’s Implementation of Renewable Energy 
Activities Needs Improvement
We reviewed renewable energy activities in USDA at the 
Department level and at seven agencies (ARS, CSREES, FSA, 
FS, NRCS, RBS, and RUS). We found that USDA does 
not have a renewable energy strategy covering all agencies 
and programs within the Department. Consequently, 
agency managers for programs that did not receive funds 

appropriated for renewable energy did not place sufficient 
emphasis on renewable energy, including analyzing proposed 
projects to identify those that would provide the greatest 
benefit for the funds expended. We found that no agency 
within the Department analyzed the results of completed 
commercialization projects to compare expected and actual 
renewable energy results. In the research area, the Department 
was not always performing work in high-priority areas. We also 
found that the Department had not established controls to 
prevent or detect duplicate funding to recipients of loans and 
grants for renewable energy projects. In addition, in 
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FY 2006, the Department understated renewable energy 
activities reported to OMB by up to $97 million.

The Department agreed to develop and implement a renewable 
energy strategy that includes program goals for agency 
managers, a detailed course of action to accomplish those 
goals, and measures to evaluate performance; develop and 
implement controls for agencies to check for duplicate funding 
of renewable energy projects; and revise the renewable energy 
reporting format to ensure that all renewable energy funding is 
reported. (Audit Report No. 50601-13-Ch, Implementation of 
Renewable Programs in USDA)

ARS Needs a Process To Evaluate the Continued 
Relevance of Its Renewable Energy Research 
Projects and To Report Renewable Energy Research 
Activities Accurately
We generally did not find problems with ARS’ administration 
of renewable energy research, but we did note that in some 
cases the agency’s efforts were directed toward areas of 
questionable benefit. Since the inception of the Bioenergy and 
Energy Alternatives National Program in April 1999, ARS 
has followed a 5-year cycle for its research projects. Although 
the agency reviews its ongoing research projects annually, 
this review does not evaluate the continued importance or 
relevance of ongoing research in terms of outside factors such 
as changing economic conditions. In addition, research projects 
that continue for 5 years without being re-evaluated may not 
address new priorities set by the Administration or by Congress. 
Specifically, our review of 7 of 29 ARS biofuels research 
projects disclosed that 3 were targeted toward either process 
improvements or the identification of saleable co-products 
to benefit the corn ethanol industry. These projects began 
from 2000 to 2004, but outside economic factors allowed the 
corn ethanol industry to expand and mature even without 
the benefits of this ongoing research. This conclusion was 
also reached by an independent panel of experts performing a 
retrospective review of ARS’ Bioenergy and Energy Alternatives 
National Program in 2007. While highly supportive of ARS’ 
biofuels research program overall, the reviewers noted that 
because corn ethanol was now viable on its own, little or no 
public funding for research was justified. ARS generally agreed 
with our findings and recommendations. (Audit Report No. 
02601-2-Ch, Implementation of Renewable Energy Programs 
at ARS)

CSREES Needs To Strengthen Oversight of Funding 
Grant Projects and Ensure Consistent Information Is 
Reported on Renewable Energy
Our review of the National Research Initiative Competitive 
grants Program (NRICgP) found that while CSREES 
implemented processes for evaluating, prioritizing, and funding 
grant proposals, it did not develop written guidance on how to 
use its research information system as an oversight tool to check 
for duplicate funding or monitor work performed. As a result, 
CSREES had reduced assurance that grant funds were used 
for intended purposes. We also found that CSREES had not 
fully reported all renewable energy activity to the Department. 
This occurred because CSREES’ program staff did not follow 
the Office of Budget and Program Analysis (OBPA) guidance, 
which lists everything that should be included to determine 
the activity to report. CSREES agreed to document policies 
and procedures to review the information system for duplicate 
research and will incorporate guidance to determine the 
renewable activity to report to the Department. (Audit Report 
No. 13601-01-Hy, NRICgP)

FS Needs To Implement a National Strategy for and 
Establish Controls To Track Its Renewable Energy 
Resources
Our review of FS’ Renewable Energy Program concluded 
that FS has made strides toward increasing renewable energy 
production—especially in using woody biomass—but still 
needs to develop a national strategy with annual performance 
measures for renewable energy resources in national forests. 
Further, FS needs to more effectively track its renewable 
energy resources (wind, solar, hydropower, geothermal, and 
woody biomass) to ensure they meet the goals of the National 
Energy Policy and the President’s Advanced Energy Initiative. 
Otherwise, FS lacks a proactive plan to increase the use of 
renewable energy resources and cannot measure its success in 
increasing production.

We also determined that FS lacks controls to ensure that the 
reimbursements to Woody Commercial Biomass Utilization 
Program grant recipients match the expenses incurred by them. 
Finally, FS does not have formal procedures to ensure that 
its research projects do not duplicate other USDA research 
projects. FS relies on information recorded in the Current 
Research Information System (CRIS) to prevent research from 
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being duplicated. However, the agency has not developed 
guidance on when its research units should enter their research 
projects into CRIS or use CRIS to check for duplicative 
research.

FS generally concurred with our findings, agreed to take 
corrective actions to implement the recommendations, and 
stated its belief that the corrective actions would benefit the 
overall renewable energy program. (Audit Report No. 08601-
52-SF, FS’s Renewable Energy Program)

RBS Could Improve Its Renewable Energy Activities
We found that RBS funded many worthwhile renewable energy 
projects that have had a positive impact, including ethanol 
and bio-diesel production facilities, wind and solar power 
generation projects, and landfill recovery systems. However, 
we found that more emphasis could have been placed on 
renewable energy projects in the five programs where funds 
were not appropriated for that purpose, in part, because field 
staff were not using selection criteria developed by the national 
office that benefited applications involving renewable energy 
projects. RBS also had not identified the projects that would 
provide the highest energy output per amount funded on the 
project. Further, agency officials had not analyzed the results of 
completed projects to compare expected and actual renewable 
energy outcomes.

In addition, the agency had not developed effective and formal 
internal controls to prevent applicants from receiving duplicate 
funding from RBS’ six programs with renewable energy activity 
or even to detect duplication when it did occur. Moreover, 
RBS underreported renewable energy activities to OBPA by 
more than $38 million for FY 2006 because agency officials 
misunderstood reporting requirements but did not contact 
OBPA for guidance.

We found no instances where funds spent on renewable energy 
projects were provided to ineligible applicants and no instances 
where funds specifically appropriated for renewable energy 
activities were diverted to other purposes. RBS generally agreed 
with the findings and recommendations. (Audit Report No. 
34600-5-Ch, Implementation of Renewable Energy Programs 
in RBS)

FSA Did Not Correctly and Consistently Determine 
Eligibility for the Emergency Forestry Conservation 
Reserve Program (EFCRP)
Our review of 55 EFCRP offers identified potential 
overpayments of $814,430 for 11 offers, of which FSA 
corrected $655,520 during our fieldwork. The purpose of 
EFCRP is to provide assistance to owners and operators 
of private non-industrial forestland who suffered at least 
35 percent losses of merchantable timber as a result of the 
2005 Hurricanes Dennis, Katrina, Ophelia, Rita, and Wilma. 
Some errors occurred because the agency’s procedures did 
not provide clear guidelines for determining the eligibility of 
offers. For example, we found three offers that were considered 
eligible for EFCRP although all or part of the offered acres 
had been clear-cut before the qualifying hurricanes. In other 
cases, FSA employees and technical service providers did not 
determine eligibility in accordance with procedure. We also 
found that Alabama, Mississippi, and Texas used different 
methodologies to determine the value of damaged trees, which 
caused differences in applicants’ calculated loss percentages and 
eligibility.

This is part of 54.1 acres that were clear-cut on a tract of land 
before Hurricane Katrina. OIG photo.

FSA agreed to clarify guidelines and terminology that had 
been subject to interpretation by the agency’s State and county 
employees and State forest agency personnel, require second-
party or other reviews to ensure offers are eligible before 
accepting contracts, and review all questionable EFCRP offers 
not corrected during our audit and take appropriate corrective 
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action. The audit was conducted as part of the President’s 
Council on Integrity and Efficiency (PCIE) examination of the 
Federal government’s relief efforts after Hurricanes Katrina 
and Rita. (Audit Report No. 03601-24-KC, Hurricane Relief 
Initiatives: EFCRP)

FAS Needs To Strengthen Certain Aspects of the 
Export Credit Guarantee Program
Our review generally found that FAS had developed, 
implemented, and demonstrated a commitment to the 
necessary internal controls for the general Sales Manager 
(gSM) 102 program, which provide guarantees for 
commercial financing by U.S. private banking institutions 
of U.S. agricultural exports. Our audit did note areas where 
improvements could be made to the program’s internal controls 
and where formalizing the controls is needed.

In September 2004, the World Trade Organization ruled that 
this export credit guarantee program included a subsidy that 
was in violation of the trade agreement. Unless the subsidy 
matters were resolved by July 1, 2005, a $4 billion trade 
sanction would be imposed on the United States. In response, 
FAS implemented a country risk-based premium structure for 
the gSM-102 program in July 2005 to reduce the subsidy. We 
found, however, that the risk associated with the soundness of 
the foreign bank was not considered in the premium structure. 
FAS agreed to develop a new guarantee fee structure that 
includes the financial risk of both the foreign country and the 
foreign bank itself.

FAS also needs to develop and implement controls for 
safeguarding gSM-102 claim files. In September 2005, the 
control of claim files was divided between FAS (for foreign 
privately owned banks) and FSA (for foreign government-
sponsored banks). We identified that the claim files for 
privately owned banks located in three countries had not been 
transferred to FAS at the time of our fieldwork and could not 
be readily produced. FAS officials were later able to provide 
these records for our review. Subsequent to our audit fieldwork, 
control and possession of all claim files were transferred to 
FAS. (Audit Report No. 07601-2-Hy, Export Credit guarantee 
Program)

Management Controls Need To Be Strengthened Over 
RMA’s Oversight of Agricultural Risk Protection Act of 
2000 (ARPA) Contracts and Partnership Agreements
ARPA provided RMA with the authority to enter into research 
and development contracts and partnerships for new or 
expanded crop insurance products. Our audit did not find any 
improprieties when we examined whether RMA effectively 
implemented and properly monitored ARPA contracts and 
partnership agreements awarded during FYs 2004 through 
2006. However, we determined that RMA should strengthen 
its management controls over documenting, monitoring, and 
administering ARPA research and development contracts 
and partnership agreements and over the training of officials 
responsible for administering these contracts and partnership 
agreements. The weaknesses we identified could potentially 
reduce the assurance that ARPA contract and partnerships 
provisions were being met.

We recommended that RMA officials establish and implement 
formal policies and procedures on sufficient documentation 
and proper administration and monitoring of ARPA contracts 
and partnerships. We also recommended RMA officials 
establish and implement a formal training plan, including 
completing training needs assessments and internally tracking 
continuous learning received by program officials responsible 
for administering and monitoring ARPA contracts and 
partnerships. RMA officials generally agreed and stated that 
they planned to issue formal policies and procedures after 
reviewing the recommendations. (Audit Report No. 05099-
112-KC, Contracting for Services Under ARPA)

Improper Reimbursement Requirements and Ill-
Defined Missions Increase Costs and May Hinder FS 
Operations
In a national disaster, FS can be directed by the Federal 
Emergency Management Agency (FEMA) to help respond to 
the emergency. FS recoups its expenses from Federal disaster 
relief funds, subject to FEMA’s approval. Our audit found that 
FEMA did not follow directions contained in the National 
Response Plan (NRP) on reimbursements to Federal agencies. 
NRP directs FEMA to rely on agencies’ internal controls to 
ensure expenses are accurate and allowed, while FEMA required 
FS to provide expensive and unnecessary documentation to 
justify every expense. FEMA denied reimbursements for 
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63 percent ($117 million) of the $186 million FS spent. This 
reduced critical firefighting funds and left FS responsible 
for expenses incurred supporting FEMA’s disaster relief. A 
subsequent audit by DHS OIg (coordinated with USDA 
OIg) demonstrated that FS had an error rate of only 0.003 
percent, or $490.63 out of $15 million in sampled transactions. 
Our audit also found that FS had accepted mission assignments 
from FEMA that were poorly defined and ill-suited to FS’ 
training and expertise, wasting resources and endangering 
personnel.

FS agreed to elevate the reimbursement issues to the 
Undersecretary of DHS; continue its efforts in meeting with 
FEMA to establish the appropriate “reverse” chargeback 
amount upon receipt of the DHS OIg audit results; create 
a formal Memorandum of Understanding (MOU) between 
FS and FEMA to establish agreed-upon procedures for 
reimbursement, property, and missions; and use the dispute 
resolution process to resolve any future conflicts with 
FEMA. (Audit Report No. 08601-51-SF, FS Controls Over 
Documenting and Reporting Its Hurricane Relief Expenditures 
to FEMA)

National Finance Center (NFC) Receives First 
Unqualified Opinion on Its General Controls
USDA’s NFC received its first unqualified opinion on its 
general control environment. Our review disclosed that NFC‘s 
description of controls presented fairly, in all material respects, 
the relevant aspects of NFC controls that had been placed 
in operation as of June 30, 2008. Also, in our opinion, the 
controls included in the description were suitably designed and 
operating with sufficient effectiveness to provide reasonable 
assurance that associated control objectives would be achieved. 
(Audit Report No. 11401-28-FM, Statement on Auditing 
Standards No. 70 Report on the NFC general Controls – FY 
2008)

Retirement, Health, and Life Insurance Withholdings/
Contributions Were Reasonable 
As required annually by OMB, we assisted the Office of 
Personnel Management (OPM) in assessing the reasonableness 
of retirement, health, and life insurance withholdings/
contributions and employee data submitted by the Office of 
the Chief Financial Officer (OCFO)/NFC. We found that no 
differences exceeded the allowable OPM thresholds. (Audit 

Report No. 11401-29-FM, FY 2008 Agreed-Upon Procedures: 
Retirement, Health Benefits, and Life Insurance Withholdings/
Contributions and Supplemental Semiannual Headcount 
Report Submitted to OPM)

Rural Telephone Bank (RTB) Final Liquidation and 
Dissolution Activities Met Standards
We performed a limited scope closeout audit of RTB to 
evaluate whether the dissolution and liquidation activities of 
RTB subsequent to the final RTB financial statement audit as 
of September 30, 2006, were conducted according to prescribed 
accounting principles relating to disbursements. RTB had 
approximately $40 million available for final distribution as 
of September 30, 2006, which was subsequently paid to the 
bank’s stockholders. The distribution payment calculations 
for each shareholder were based on Section 411 of the Rural 
Electrification Act. We concluded that RD and RTB conducted 
the final dissolution and liquidation activities according to 
prescribed accounting principles relating to disbursements. 
(Audit Report No. 15401-08-FM, RTB Closeout Audit)

Operation Talon Update—1,910 Arrests in 7 States 
During This Reporting Period
OIg began Operation Talon in 1997 to locate and apprehend 
fugitives, many of them violent offenders, who are current 
or former food stamp recipients. As of September 30, 2008, 
Operation Talon had resulted in 13,905 arrests of fugitive 
felons during joint OIg-State and local law enforcement 
operations. During this reporting period, OIg agents 
conducted Talon operations in 7 States, making a total of 1,910 
arrests. OIg combined forces with Federal, State, and local 
law enforcement agencies to arrest 937 fugitives in Ohio, 507 
in Tennessee, 401 in Massachusetts, 35 in California, 16 in 
Maryland, 8 in Oregon, and 6 in Arizona for offenses including 
homicide, arson, assault, burglary, motor vehicle theft, assorted 
drug charges, robbery, fraud, forgery, driving under the 
influence, extortion and blackmail, rape, sex offenses, offenses 
against family and children, larceny, stolen property, weapons 
violations, and other offenses.

Former USDA Employee Sentenced for Computer 
Fraud
In May 2008, a former FSA employee in Missouri was 
sentenced in Federal court to serve 60 months of probation 
and was ordered to pay $35,207 in restitution and a $100 
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special assessment. The former employee used her government 
computer to embezzle approximately $35,207 in FSA program 
payments over 18 months by issuing FSA payments in the 
names of inactive or deceased producers. The woman then 
deposited the funds electronically into her personal bank 
account. OIg’s NCFD provided computer forensics assistance 
in this case.

Stronger Controls Needed To Protect USDA Data 
When Using Wireless Connections
We evaluated security controls in place over the use of wireless 
technology connected to USDA networks and the controls that 
Office of the Chief Information Officer (OCIO) and selected 
agencies had over wireless devices. We found that controls 
over wireless connections were inadequate and that stronger 
oversight was needed by OCIO. OCIO concurred with our 
recommendations and has proposed additional corrective 
actions. (Audit Report No. 50501-09-FM, Management and 
Security Over USDA Wireless Connections)

Information Technology (IT) Improvements Have 
Been Made, but More Are Needed for an Effective 
Department Security Plan
Our review determined that the Department has improved 
its IT security oversight in several areas during FY 2008. For 
example, oversight of the certification and accreditation process 
has significantly improved. However, a continuing material 
IT control weakness exists within the Department because 
of the lack of an effective Departmentwide plan. Although 
improvements were noted, weaknesses still remain in updating 
software, finding and fixing vulnerabilities, and using standard 
security settings. With such a large and diverse Department, 
ensuring that all agencies comply with standards will take 
time and resources. OCIO is working diligently toward this 
goal. (Audit Report No. 50501-13-FM, FY 2008 Federal 
Information Security Management Act Report)

OCIO/National Information Technology Center’s 
(NITC) Controls Were Suitably Designed and 
Operating Effectively
Our review of OCIO/NITC internal controls as of June 30, 
2008, disclosed that the documentation of control objectives 
and techniques provided by OCIO/NITC presented fairly, 
in all material aspects, the relevant aspects of OCIO/NITC’s 
controls taken as a whole and those controls had been placed 

in operation. Also, in our opinion, the policies and procedures 
were suitably designed to provide reasonable assurance that 
control objectives would be achieved and operate effectively. 
(Audit Report No. 88501-12-FM, FY 2008 Statement on 
Auditing Standards No. 70, Report on the NITC general 
Controls)

OCFO Strengthened Controls for Individually Billed 
Travel Cards 
In June 2003, OIg issued a report finding inadequacies in 
USDA’s internal controls over the individually billed travel 
card program (Audit Report No. 50601-05-HQ). In a new 
report, we determined that our prior recommendations had 
been implemented and that internal controls for the program 
had been strengthened. For example, in response to our 
recommendation, OCFO restricted travel card use at vendors 
that offered services and/or products that are non-travel 
related. In addition, OCFO instituted analytical procedures to 
monitor the use of travel cards. Finally, we noted that OCFO 
is implementing OMB requirements for credit checks and 
training for program participants. Based on our testing, we did 
not find the level of misuse that had been evident in our prior 
audit. We found USDA and its agencies taking an active role 
in monitoring the use of the individually billed cards. Based 
on data from OCFO, the delinquency rates for the agencies 
we reviewed had declined. As such, our new report made no 
recommendations. (Audit Report No. 50601-04-Hy, Adequacy 
of Internal Controls Over Travel Card Expenditures Followup)

APHIS Is Performing Transfers in Accordance With 
Appropriations Language  
We audited APHIS’ Veterinary Services (VS), at the request of 
a Member of Congress, to determine whether APHIS VS was 
inappropriately transferring program funds. We found that the 
questioned transfers are between fund accounts of programs 
within APHIS VS; therefore, APHIS is performing transfers in 
accordance with appropriations language and agency guidelines. 
We also determined that APHIS is accurately tracking time and 
attendance information as submitted by its employees. Based 
on our testing, we did not find that APHIS was mischarging 
expenses. (Audit Report No. 33601-03-Hy, APHIS’ Transfer 
Authority of Program Funding)
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GOVERNMENTWIDE ACTIVITIES – GOAL 3

Review of Legislation, Regulations, Directives, 
and Memoranda
n Federal Information Infrastructure Response Act of 2008. 

OIg reviewed this draft Senate bill, which proposed 
to amend 44 U.S.C. § 2545(a)(1), requiring the PCIE 
to annually review, update, and accept information 
security standards. OIg commented that, because 
the PCIE does not have separate appropriations and 
relies upon staff from member OIgs to perform its 
various functions, this new requirement would take 
away resources from various Inspectors general (Ig) 
that could otherwise be used to address waste, fraud, 
and abuse in their respective agencies. Additionally, 
OIg suggested that the drafters of the bill clarify 
the role of the PCIE, to include who would initially 
develop information security standards. If the PCIE 
were to develop such standards, it might conflict 
with the Ig Act’s prohibition on an Ig playing 
an operational or policy-making role. Lastly, OIg 
noted that, if the PCIE were to set governmentwide 
information security standards, it would create a 
conflict with the Federal auditing standards issued 
by the government Accountability Office (gAO).

n Strengthening Transparency and Accountability in Federal 
Spending Act of 2008. OIg reviewed S. 3077, which 
would, in part, require OIg to review a statistically 
representative sample of agency Federal awards every 
6 months. Such reviews would be conducted to verify 
the accuracy of the data and that data standards are 
being followed. OIg commented that reviewing 
USDA’s payment data is an internal control process 
that is already a responsibility of the Department, as 
set forth in current OMB guidance. As such, requiring 
OIg to conduct such reviews would be potentially 
duplicative. Furthermore, due to OIg’s other 
Congressionally mandated audits, OIg was concerned 
that the new requirements would be overly burdensome 
and potentially limit OIg’s ability to fulfill its primary 
mission of detecting and deterring waste, fraud, and 
abuse. Therefore, OIg recommended that the section 
mandating the semiannual reviews be deleted or, 
in the alternative, revised to call for periodic rather 
than semiannual reviews, subject to OIg discretion 
regarding the scope and purpose of such reviews.

n Government Credit Card Abuse Prevention Act of 2008. 
OIg reviewed S. 789, which proposes new safeguards 
and internal controls for use of government travel 
charge cards and purchase cards. OIg recommended 
that language be added to clarify that an “approving 
official” charged with approval and disapproval of 
expenditures of a particular cardholder must not be 
subject to the supervisory control of such cardholder. 
OIg also recommended that the provisions regarding 
referral of suspected employee fraud to the U.S. 
Attorney’s office be strengthened to clarify that such 
referrals be made for criminal or civil prosecution, 
as appropriate. Finally, OIg noted that the penalties 
differed for violation of travel charge card regulations 
and purchase card regulations, in that the latter were 
more detailed. Although OIg recognized that there 
are inherent differences between the two types of 
cards, OIg felt that certain actions, specifically referral 
of allegations of fraud to the Ig, should be taken 
regardless of which type of card is involved. Therefore, 
OIg recommended that such provisions also be 
added to the section regarding travel charge cards.

Participation on Committees, Working Groups, 
and Task Forces

n PCIE Legislation Committee. The USDA Ig continues 
to serve the Federal Ig community as the Chair of 
the Legislation Committee of the PCIE. During 
the reporting period, the Legislation Committee 
held several meetings to discuss pending bills that 
would amend the Ig Act and provided comments as 
requested to the House Oversight and government 
Reform Committee and the Senate Homeland Security 
and governmental Affairs Committee (HSgAC). 
On April 23, 2008, the Senate passed S. 2324, the 
“Inspector general Reform Act of 2007” (the Senate 
counterpart to H.R. 928, the “Improving government 
Accountability Act”). After conferencing, H.R. 928 
was amended and renamed the “Inspector general 
Reform Act of 2008.” The Senate passed H.R. 928 on 
September 24, 2008, by unanimous consent, and the 
House passed it on September 27, 2008, by a vote of 
414-0. (The President signed the legislation after the 
end of the reporting period on October 14, 2008.)

 On an ongoing basis, the Legislation Committee 
monitored and tracked all Ig-related legislation that 
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was introduced in Congress and kept the affected 
Igs notified of these bills’ progress. The committee 
considered specifically the requirements that would 
be imposed upon OIgs and their host establishments 
by several bills. For example, several Igs met with 
HSgAC staff and gAO officials to discuss concerns 
with provisions in H.R. 5683, the “government 
Accountability Act of 2008,” that would authorize 
gAO to perform additional audit work on an 
agency’s audited financial statements and receive 
reimbursement. This bill was subsequently amended 
to address Ig community concerns. As amended, 
H.R. 5683 passed Congress and was signed by the 
President on September 22, 2008, as P.L. 110-323.

 In addition, the committee provided comments 
to HSgAC expressing Ig community concerns 
on the following bills: (1) S. 2583, the “Improper 
Payments Elimination and Recovery Act of 
2008,” which would amend the “Improper 
Payment Information Act of 2002” and impose 
additional requirements on OMB, Federal 
agencies, executive branch Igs, and the PCIE; 
(2) S. 789, the “government Credit Card Abuse 
Prevention Act of 2008,” regarding proposals for 
Igs to make findings regarding an employee’s 
culpability for alleged misuse of a government 
credit card and undertake periodic audits and 
reporting; (3) S. 3077, the “Strengthening 
Transparency and Accountability  in Federal 
Spending Act of 2008,” which would mandate that 
OIgs conduct audits of data on agency awards 
(such as financial assistance and procurement) 
every 6 months, among other provisions; and 
(4) S. 3474, the “Federal Information Security 
Management Act of 2008 (FISMA),” which 
would change the requirements for evaluation or 
review of the agency’s information security systems 
under the current FISMA to an annual audit.

n The USDA Ig is a member of the National 
Procurement Fraud Task Force, formed by DOJ in 
October 2006 as a partnership among Federal agencies 
charged with the investigation and prosecution of 
illegal acts in connection with government contracting 

and grant activities. The task force has worked to 
better allocate resources and improve coordination 
in procurement and grant fraud cases and otherwise 
to accelerate investigations and prosecutions. During 
this period, the task force has developed training 
programs on procurement and forensic auditing. At 
the regional level, OIg Investigations field offices 
in the Northeast Region, great Plains Region, 
Midwest Region, Southeast Region, and Western 
Region participate on Procurement Fraud Task Forces 
initiated by the local U.S. Attorneys’ Offices. This 
task force is expected to continue through FY 2009.

n OIg auditors are members of the Interagency 
Suspension and Debarment Committee 
(ISDC), created as an OMB committee 
by Executive Order 12549 to monitor the 
implementation of the order, which mandates 
that executive departments and agencies:

• participate in a governmentwide system 
of suspension and debarment,

• issue regulations with governmentwide criteria 
and minimum due process procedures when 
debarring or suspending participants, and

• send debarred and suspended participants’ 
identifying information to the general 
Services Administration for inclusion on 
the Excluded Parties List System.

 The committee also facilitates lead agency 
coordination; serves as a forum to discuss current 
issues related to suspension and debarment; assists in 
developing unified Federal policy; and, when requested 
by OMB, serves as a regulatory drafting body for 
revisions to the governmentwide nonprocurement 
suspension and debarment common rule.

 In addition to participating in the ISDC monthly 
meetings, OIg is acting as co-chair on the 
ISDC subcommittee on parallel proceedings. 
Parallel proceedings are the concurrent use of 
criminal, civil, and administrative actions (e.g., 
suspension and debarment) to fully employ all 
the remedies available to the Federal government 
when taking actions against those persons or 
entities that abuse or harm Federal programs.
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n OIg’s NCFD is an active participant in the PCIE 
IT Committee’s Investigations Subcommittee 
and the Working group on Computer Forensics. 
The subcommittee is now reviewing Encryption 
Key Escrow policies within each participating 
agency to help establish a best-practices document 
related to key escrow. The subcommittee is 
expected to continue through FY 2009.

n A forensic analyst from OIg’s NCFD participates 
full time at the FBI’s Heart of America Regional 
Computer Forensic Lab (HARCFL) in Kansas 
City, Missouri. Participation in HARCFL has been 
beneficial in obtaining direct access to a Regional 
Computer Forensics Laboratory, training, sample 
policies and procedures, and, as needed, FBI assistance 
in OIg’s forensic examinations. OIg work in this 
area is expected to continue through FY 2009.

n National Single Audit Sampling Project. This project 
is being conducted under the auspices of the PCIE 
Audit Committee study, Report on National Single 
Audit Sampling Project, issued to OMB in June 2007, 
on the quality of audits performed under OMB 
Circular A-133 and how to improve them. Prompted 
by the PCIE study, but not under the purview of 
PCIE, OMB has designated a number of Federal 
agencies to examine whether the Single Audit process 
should be changed and, if so, how. USDA OIg 
continues to participate in one of eight Single Audit 
Improvement Workgroups, entitled “The New and 
Improved Single Audit Process.” This workgroup is 
seeking input from the audit community—Federal 
(including gAO), State, and local governmental 
auditors, and certified public accountants—as well 
as the report user community. Since February 2008, 
the workgroup has been reviewing OMB Circular 
A-133 to identify changes needed, addressing both 
the impact on the community and the Single Audit 
process. Upon completion of the review within OMB, 
the workgroup will draft a Federal Register Notice 
to accompany a Notice of Proposed Rulemaking.

n OIg auditors are members of the Financial Statement 
Audit Network (FSAN), consisting of OIg auditors 
from numerous Federal agencies who share ideas, 
knowledge, and experiences in the audit community. 
In conjunction with an FSAN workgroup, USDA OIg 

assisted in the PCIE Peer Review Standards revision 
process, prompted by changes in the government 
Auditing Standards and the Statement of Auditing 
Standards issued by the American Institute of 
Certified Public Accountants. OIg staff provided 
technical assistance in revising Appendix D, which 
provides guidance for reviewing financial statement 
audits where an OIg is the primary auditor.

Testimony Delivered

n IG Testifies Before the House Committee on Oversight 
and Government Reform’s Subcommittee on Government 
Management, Organization, and Procurement Regarding 
USDA’s Management Actions on Civil Rights Complaints. 
On May 14, 2008, Ig Phyllis Fong presented 
testimony describing OIg’s oversight work related 
to civil rights issues at USDA. Ig Fong stated that 
ensuring fair treatment and due consideration for all 
USDA stakeholders and employees must be a matter 
of daily emphasis for USDA’s agencies and offices. 
OIg’s audit work on civil rights complaint processing 
at USDA has identified recurring themes such as 
continual internal reorganization within the Civil 
Rights office (CR, now the Office of Adjudication 
and Compliance), turnover of management and staff, 
and lack of adequate management controls to track 
and monitor progress in achieving results, among 
other issues. After discussing OIg’s extensive work on 
management and administrative issues related to civil 
rights concerns over the past decade, the Ig’s testimony 
discussed OIg’s  most recent oversight work—the May 
2007 report evaluating USDA’s progress in addressing 
Equal Employment Opportunity (EEO) complaints, 
which had three primary findings. First, CR had 
improved its timeliness in processing complaints but 
needs to implement additional measures to close 
them within an acceptable timeframe. Second, CR’s 
automated system for processing and tracking EEO 
complaints did not have sufficient business rules 
to ensure the completeness of the complaint data 
being entered. Finally, OIg found that CR has made 
progress in properly maintaining case files but had 
not yet established adequate controls over its file room 
operations and documentation. Ig Fong advised the 
Subcommittee Members of the recommendations OIg 
had issued to CR to address each of these concerns.
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ONGOING AND PLANNED REVIEWS FOR GOAL 3

Topics that will be covered in ongoing or planned reviews 
under goal 3 include:

n annual audits of the Department and 
standalone agencies’ financial statements 
for FYs 2008 and 2009 (OCFO),

n gIPSA’s management and oversight of the 
Packers and Stockyards Program,

n acquisition of IT software, hardware, 
and services by OCFO,

n agreed-upon procedures: retirement, health, 
and life insurance withholdings/contribution 
and supplemental headcount report submitted 
to OPM FYs 2008 and 2009 (OCFO),

n accounting for farm loan programs (FSA),

n National School Lunch Program 
improper payments (FNS),

n controls over property used to secure farm loans (FSA),

n FY 2009 Defense Contract Audit Agency (DCAA) 
Contract Audit Administration (USDA),

n govTrip to Foundation Financial 
Information System Interface (OCFO),

n Controls Over Implementation of 
Competitive Sourcing Efforts (OCFO),

n Hurricane Relief Initiatives:

• Section 32 disaster programs including 
the Feed, Hurricane (crop), and Livestock 
Indemnity Programs (FSA and CCC),

n establishment of average yields (NASS),

n USDA’s Joint Subcommittee on Aquaculture’s 
coordination of research (ARS),

n compliance activities (RMA),

n 2005 emergency hurricane relief 
efforts in Florida (RMA),

n programs for beginning farmers and ranchers 
(FSA, RMA, NRCS, and RD),

n Livestock Risk Protection Program (RMA),

n monitoring the implementation of the 
new farm bill provisions and mandates 
(FSA, NRCS, RMA, and RD),

n FS acquisition of IT software/hardware,

n FS working capital fund,

n FS firefighting cost share agreements 
with non-Federal entities,

n Federal lands recreation enhancement fund (FS), and

n Electronic Incident Reporting System (FS).

n The findings and recommendations from these efforts 
will be covered in future Semiannual Reports as the 
relevant audits and investigations are completed.
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Goal 4

OIG Strategic Goal 4:
Increase the efficiency and effectiveness with which 
USDA manages and exercises stewardship over 
natural resources .

OIg’s audits and investigations focus on USDA’s management 
and stewardship of natural resources, including soil, water, 
and recreational settings. Our work in this area is vital because 
USDA is entrusted with hundreds of billions of dollars in fixed 
public assets, such as the 192.5 million acres of national forests 
and wetlands. USDA also provides scientific and technical 
knowledge for enhancing and protecting the economic 
productivity and environmental quality of the estimated 
1.5 billion acres of forests and associated rangelands in the 
United States.

In the second half of FY 2008, we devoted 2.8 percent of 
our total direct resources to goal 4, with 97.0 percent of 
these resources assigned to critical/high-impact work. A 
total of 100 percent of our audit recommendations under 
goal 4 resulted in management decision within 1 year, and 
56.1 percent of our investigative cases resulted in criminal, 
civil, or administrative action. OIg issued three audit reports 
under goal 4 during this reporting period and a total of three 
during the full fiscal year. OIg investigations under goal 4 
yielded one indictment, no convictions, and $299,076 in 
monetary results during the reporting period and a total of 
four indictments, five convictions, and about $1.6 million in 
monetary results during the full fiscal year.

Management Challenges Addressed Under Goal 4
n Interagency Communications, Coordination, 

and Program Integration Need Improvement 
(also under goals 1, 2, and 3)

n Better FS Management and Community 
Action Needed To Improve the Health of 
the National Forests and Reduce the Cost of 
Fighting Fires (also under goals 1 and 3)

EXAMPLES OF AUDIT AND INVESTIGATIVE 
WORK FOR GOAL 4

NRCS Improperly Obligated Wetlands Reserve 
Program (WRP) Funds and Inadequately Monitored 
Easements
During the 2002 Farm Bill period, 38 NRCS State offices 
improperly incurred new obligations for more than 1,400 
contracts with expired WRP funds authorized under the 
1996 Farm Bill. In some cases, NRCS deobligated and 
reobligated the same funds over multiple years—in effect, 
exceeding its 2002 Farm Bill fiscal authority multiple times 
using the same 1996 Farm Bill funds. In consultation with 
OgC, we determined that NRCS violated the appropriation-
level prohibition of the Anti-Deficiency Act (ADA). Once 
notified, NRCS cured this ADA violation by deobligating 
all open obligations from the 1996 Farm Bill, totaling about 
$78 million, except for four contracts with installment 
payments; and by reimbursing CCC the amount that was 
already expended, totaling about $15.8 million.

We also found that 5 of 6 NRCS State offices did not annually 
monitor 134 of 153 (88 percent) sampled WRP easements. As 
a result, NRCS did not detect violations on 37 of 92 
(40 percent) easements we visited. Furthermore, we found 
that the Florida and Arkansas NRCS State offices paid more 
than the 75-percent cap for two 30-year easements, which 
totaled $418,598 more than the allowed Federal share. NRCS 
agreed to develop a monitoring system to prioritize the 
easements and optimize monitoring resources by implementing, 
for example, a risk-based system; and to collect the $418,598 
in cost shares from the landowners in Florida and Arkansas. 
(Audit Report No. 10099-4-SF, NRCS’ WRP—Wetlands 
Restoration and Compliance)

NRCS Improved Status Review Process
The Food Security Act of 1985, as amended, provides 
disincentives to farmers and ranchers to discourage them from 
producing annually tilled agricultural commodity crops on 
highly erodible cropland without adequate erosion protection. 
NRCS designed the status review process to evaluate producer 
compliance with these highly erodible land conservation 
(HELC) and wetland conservation (WC) provisions. 
Our review confirmed that NRCS has made considerable 
improvements to the status review sample selection and 

Stewardship Over Natural Resources
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data collection processes, addressing major areas of concern 
included in previous OIg audit reports. In response to earlier 
criticisms that tracts subject to sample selection included those 
not subject to the HELC or WC provisions, NRCS discussed 
with FSA ways to identify alternatives for establishing a more 
applicable universe of eligible tracts. NRCS refined the data 
selection criteria to provide better assurance that the universe 
of land tracts from which a random sample is selected includes 
tracts that are subject to the HELC and WC provisions, thus 
decreasing the time and effort associated with identifying 
substitute tracts and providing for more reasonable estimates of 
producer compliance and noncompliance.

NRCS also implemented policy that calls for the sample 
selection process to be completed in January of each year to 
ensure that the sampling and notification processes are timely 
completed during critical erosion control periods. Through 
a Web-based application, NRCS can now perform the 
appropriate summarization, analysis, and reporting of status 
review results by yearend. Our report presented no findings or 
recommendations. (Audit Report No. 50601-13-KC, Status 
Review Process)

Management Controls Over the Technical Service 
Provider (TSP) Process Were Generally Adequate
USDA certifies third parties that can provide conservation 
technical services to the Nation’s farmers and ranchers 

through the TSP process. We found that the TSP process 
generally worked as intended and made conservation technical 
assistance available to farmers and ranchers, supplementing 
the capabilities of NRCS staff. However, we determined that 
the acquisition of, and payment for, these technical services 
from third-party vendors through contribution agreements 
needed to be improved. Contribution agreements are used 
when third parties seek to partner with NRCS in accomplishing 
conservation assistance. Each partner contributes an equal share 
of the cost of the agreed-to assistance.

Our assessment of the use of contribution agreements in two 
States found that one State lacked much of the information 
that should have existed to support both the awarding of the 
contribution agreements and subsequent payments for the work 
performed. In addition, oversight of contribution agreements 
by the NRCS national office was not sufficient to identify and 
correct ongoing problems. Without better documentation, 
misunderstandings may occur regarding the type and extent 
of assistance provided, and unsupported claims could result in 
NRCS making improper payments. NRCS agreed to revise its 
guide for conducting management reviews of the acquisition 
process at State offices, targeting improved coverage of pre- and 
post-award functions performed by the States when acquiring 
conservation assistance through contribution agreements. 
(Audit Report No. 10601-5-Ch, Controls Over TSPs)

Goal 4
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ONGOING AND PLANNED REVIEWS FOR GOAL 4

Topics that will be covered in ongoing or planned reviews 
under goal 4 include:

n Conservation Security Program (NRCS),

n Wildlife Habitat Incentives Program (NRCS),

n review of NRCS conservation compliance,

n Environmental Quality Incentives Program (NRCS),

n Conservation Stewardship Program (NRCS),

n FS Invasive Species Program,

n FS watershed management,

n FS management of oil and gas resources 
on National Forest System lands,

n FS Legacy Program – appraisal process,

n FS administration of special use permits,

n FS cost contracting – engine crews,

n FS rights-of-way and easements,

n oversight and control of FS activities, and

n timber sale administration – 
Northwest Forest Plan (FS).

The findings and recommendations from these efforts will 
be covered in future Semiannual Reports as the relevant 
audits and investigations are completed.

Goal 4
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MEASURING PROGRESS AGAINST 
THE OIG STRATEGIC PLAN

The first way we gauged our impact was by measuring the 
extent to which our work focused on the key issues under our 
newly revised goals that became effective in FY 2008:

1. Strengthen USDA’s ability to implement safety and 
security measures to protect the public health as 
well as agricultural and Departmental resources. 

2. Reduce program vulnerabilities and strengthen program 
integrity in the delivery of benefits to program participants.

3. Support USDA in implementing its 
management improvement initiatives.

4. Increase the efficiency and effectiveness with which USDA 
manages and exercises stewardship over natural resources.

IMPACT OF OIG AUDIT AND INVESTIGATIVE WORK ON 
DEPARTMENT PROGRAMS

A second way we gauge our impact is by tracking the outcomes 
of our audits and investigations. Many of these measures are 
codified in the Inspector general Act of 1978, as amended. 
The following pages present a statistical overview of the OIg’s 
accomplishments this period.

For audits we show
n reports issued

n management decisions made (number of 
reports and recommendations)

n total dollar impact of management-decided reports 
(questioned costs and funds to be put to better use)

n program improvement recommendations

n audits without management decision

For investigations we show

n indictments

n convictions

n arrests

n total dollar impact (recoveries, restitutions, fines)

n administrative sanctions

n OIg Hotline complaints

gauging the Impact of OIg

PERFORMANCE RESULTS TOTALS UNDER OUR STRATEGIC GOALS

Performance Measures
FY 2007 
Actual

FY 2008 
Target

FY 2008 2nd 
Half Actual

FY 2008 Full 
Year Actual

OIg direct resources dedicated to critical-risk and high-impact work 92.8% 90% 95.0% 95.3%

Audit recommendations resulting in management decision within 
1 year of report issuance

84.0% 85% 97.0% 84.3%

Closed investigations previously referred for action that resulted 
in an indictment, conviction, civil suit or settlement, judgment, 
administrative action, or monetary result

73.7% 65% 68.7% 72.5%

Impact of the OIG
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PRESIDENTIAL RANK AWARD
meritorious executives 
Robert young 
Audit

SECRETARY’S HONOR AWARD
meat and poultry Risk-Based Inspection team 
Audit

PCIE/EXECUTIVE COUNCIL ON INTEGRITY AND 
EFFICIENCY AWARDS
Alexander hamilton Award 
marlane evans 
Audit

Gaston l. Gianni, Jr., Better Government Award 
lInK task Force 
Investigations

Barry R. snyder Award 
Financial statement Audit network 
Audit

AWARDS FOR EXCELLENCE

meat and poultry Risk-Based Inspection team 
Audit

Ohio Organized crime Investigations commission task 
Force 08-2 
Investigations

Faith in Action/community Outreach, et al., Investigation 
team 
Investigations

UsdA Animal Import controls Review team 
Audit

Bad newz Kennels Investigation Forfeiture team 
Multiple Disciplines

GOLD PRESIDENTIAL VOLUNTEER SERVICE AWARD
Rodney desmet 
Office of Inspections and Research

matthew Wilkins 
Investigations

RECOGNITION OF OIG EMPLOYEES BY THE PRESIDENT, THE DEPARTMENT, AND THE IG COMMUNITY

Impact of the OIG
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SUMMARY OF AUDIT ACTIVITIES—APRIL–SEPTEMBER 2008
Reports Issued 34

Audits Performed by OIg 33
Evaluations Performed by OIg 0
Audits Performed Under the Single Audit Act 0
Audits Performed by Others 1

Management Decisions Made
Number of Reports 25
Number of Recommendations 153

Total Dollar Impact (Millions) of Management-Decided Reports $118 .6
Questioned/Unsupported Costs $0.7ab

Recommended for Recovery $0.7
Not Recommended for Recovery $0.0

Funds To Be Put to Better Use $117.9
a    These were the amounts the auditees agreed to at the time of management decision.
b    The recoveries realized could change as the auditees implement the agreed-upon corrective action plan and seek recovery of amounts recorded as debts 

due the Department.

SUMMARY OF INVESTIGATIVE ACTIVITIES— APRIL–SEPTEMBER 2008
Reports Issued 129
Cases Opened 193
Cases Closed 150
Cases Referred for Prosecution 111

Impact of Investigations
Indictments   359
Convictions   358a

Searches 132
Arrests   994

Total Dollar Impact (Millions)  $40 .0
Recoveries/Collections $2.0b

Restitutions  $21.1c

Fines $0.3d

Claims Established $7.7e

Cost Avoidance $2.7f

Administrative Penalties $6.2g

Administrative Sanctions 78
Employees 14
Businesses/Persons 64

a   Includes convictions and pretrial diversions. Also, the period of time to obtain court action on an indictment varies widely; therefore, the 358 
convictions do not necessarily relate to the 359 indictments.

b   Includes money received by USDA or other government agencies as a result of OIg investigations.
c   Restitutions are court-ordered repayments of money lost through a crime or program abuse.
d   Fines are court-ordered penalties.
e   Claims established are agency demands for repayment of USDA benefits.
f   Consists of loans or benefits not granted as the result of an OIg investigation.
g   Includes monetary fines or penalties authorized by law and imposed through an administrative process as a result of OIg findings.

Impact of the OIG
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Impact of the OIG

SUMMARY OF AUDIT ACTIVITIES— OcTOBER 2007–SEPTEMBER 2008
Reports Issued 64
Management Decisions Made

Number of Reports 47
Number of Recommendations 333

Total Dollar Impact (Millions) Of Management-Decided Reports $482 .4
Questioned/Unsupported Costs $31.3
Funds To Be Put to Better Use $451.1

SUMMARY OF INVESTIGATIVE ACTIVITIES— OcTOBER 2007–SEPTEMBER 2008
Reports Issued 275
Impact of Investigations

Indictments 484
Convictions 732
Arrests 1,176

Total Dollar Impact (Millions) $74 .7
Administrative Sanctions 132

Full FY 2008 Results in Key Categories
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Impact of the OIG

INVENTORY OF AUDIT REPORTS WITH RECOMMENDATIONS THAT FUNDS BE PUT TO BETTER USE 
FROM APRIL 1 THROUGH SEPTEMBER 30, 2008

NUMBER DOLLAR VALUE
A. FOR WHICH NO MANAgEMENT DECISION HAD BEEN MADE 

BY APRIL 1, 2008
4 $3,116,001

B. WHICH WERE ISSUED DURINg THE REPORTINg PERIOD 3 $191,433,339

TOTALS 7 $194,549,340
C. FOR WHICH A MANAgEMENT DECISION WAS MADE DURINg 

THE REPORTINg PERIOD
3

(1) DOLLAR VALUE OF DISALLOWED COSTS $117,871,854
(2) DOLLAR VALUE OF COSTS NOT DISALLOWED $0

D. FOR WHICH NO MANAgEMENT DECISION HAS BEEN MADE 
BY THE END OF THE REPORTINg PERIOD

4 $76,677,486

REPORTS FOR WHICH NO MANAgEMENT DECISION WAS 
MADE WITHIN 6 MONTHS OF ISSUANCE

3 $2,727,159

INVENTORY OF AUDIT REPORTS WITH QUESTIONED COSTS AND LOANS 
FROM APRIL 1 THROUGH SEPTEMBER 30, 2008

DOLLAR VALUES

NUMBER
QUESTIONED COSTS 

AND LOANS
UNSUPPORTEDa COSTS 

AND LOANS
A. FOR WHICH NO MANAgEMENT 

DECISION HAD BEEN MADE BY 
APRIL 1, 2008

7 $2,987,251 $569,119

B. WHICH WERE ISSUED DURINg THIS 
REPORTINg PERIOD

7 $18,538,470 $0

 TOTALS 14 $21,525,721 $569,119
C. FOR WHICH A MANAgEMENT 

DECISION WAS MADE DURINg THIS 
REPORTINg PERIOD

4

(1) DOLLAR VALUE OF DISALLOWED 
COSTS
RECOMMENDED FOR RECOVERY $715,060 $2,808
NOT RECOMMENDED FOR 
RECOVERY

$34,830 $0

(2) DOLLAR VALUE OF COSTS NOT 
DISALLOWED

$633,834 $542,422

D. FOR WHICH NO MANAgEMENT 
DECISION HAS BEEN MADE BY THE 
END OF THIS REPORTINg PERIOD

10 $20,141,997 $23,889 

REPORTS FOR WHICH NO 
MANAgEMENT DECISION WAS 
MADE WITHIN 6 MONTHS OF 
ISSUANCE

5 $2,191,596              $23,889

aUnsupported values are included in questioned values.
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Impact of the OIG

PROGRAM IMPROVEMENT RECOMMENDATIONS

A significant number of our audit recommendations carry no 
monetary value per se, but their impact can be immeasurable 
in terms of safety, security, and public health. They can also 
contribute considerably toward economy, efficiency, and 
effectiveness in USDA’s programs and operations. During 
this reporting period, we issued 128 program improvement 
recommendations, and management agreed to implement a 
total of 138 program improvement recommendations that 
were issued this period or earlier. Examples of the program 
improvement recommendations issued this period (see the 
main text of this report for a summary of the audits that 
prompted these program improvement recommendations) 
include the following:

n FSA agreed to revise its examination procedures and 
forms to provide comprehensive procedural guidance 
for warehouse examiners at port facilities.

n FNS agreed to consult with DOJ to ensure that the retailer 
authorization process is sufficient for successful prosecution 
of retailers who are trafficking food stamp benefits.

n FNS agreed to require the Colorado State agency 
to ensure that errors in the FSP eligibility system 
are corrected and claims properly established.

n RMA officials agreed to establish and implement 
formal policies and procedures on sufficient 
documentation and proper administration and 
monitoring of ARPA contracts and partnerships.

n FS agreed to use the dispute resolution process to resolve 
any future conflicts with FEMA after disaster relief activities.

n The Department agreed to develop and 
implement a renewable energy strategy that 
includes program goals for agency managers.

n NRCS agreed to develop a monitoring system to prioritize 
WRP easements and optimize monitoring resources 
by implementing, for example, a risk-based system.
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Impact of the OIG

SUMMARY OF AUDIT REPORTS RELEASED FROM APRIL 1 THROUGH SEPTEMBER 30, 2008 
DURING THE 6-MONTH PERIOD FROM APRIL 1 THROUGH SEPTEMBER 30, 2008, 

THE OFFIcE OF INSPEcTOR GENERAL ISSUED 34 AUDIT REPORTS, INcLUDING 1 PERFORMED BY OTHERS. 
THE FOLLOWING IS A SUMMARY OF THOSE AUDITS BY AGENcY:

AGENCY AUDITS RELEASED QUESTIONED COSTS 
AND LOANS

UNSUPPORTEDa 
COSTS AND LOANS

FUNDS BE PUT TO 
BETTER USE

AgRICULTURAL RESEARCH SERVICE 1
ANIMAL AND PLANT HEALTH 
INSPECTION SERVICE

1

CHIEF INFORMATION OFFICER 1
COOPERATIVE STATE RESEARCH, 
EDUCATION AND EXTENSION 
SERVICE

1

DELTA REgIONAL AUTHORITY 1
FARM SERVICE AgENCY 6 $1,591,532 $655,520
FOOD AND NUTRITION SERVICE 4 $102,087
FOOD SAFETY AND INSPECTION 
SERVICE

2

FOREIgN AgRICULTURAL SERVICE 1
FOREST SERVICE 2 $46,078 $116,827,492
MULTIAgENCY 5
NATURAL RESOURCES 
CONSERVATION SERVICE

2 $418,598 $73,950,327

OFFICE OF THE CHIEF FINANCIAL 
OFFICER

2

RISK MANAgEMENT AgENCY 2 $15,951,016
RURAL BUSINESS-COOPERATIVE 
SERVICE

1

RURAL TELEPHONE BANK 1
RURAL UTILITIES SERVICE 1 $429,159

TOTALS 34 $18,538,470 $191,433,339
TOTAL COMPLETED:
SINgLE AgENCY AUDIT 29
MULTIAgENCY AUDIT 5
SINgLE AgENCY EVALUATION 0
MULTIAgENCY EVALUATION 0
TOTAL RELEASED NATIONWIDE 34
TOTAL COMPLETED UNDER 
CONTRACTb

1

TOTAL SINgLE AUDIT ISSUEDc 0
aUnsupported values are included in questioned values 
bIndicates audits performed by others 
cIndicates audits completed as Single Audit
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Impact of the OIG

AUDIT REPORTS RELEASED AND ASSOCIATED MONETARY VALUES 
FROM APRIL 1, 2008 THROUGH SEPTEMBER 30, 2008

AUDIT NUMBER RELEASE DATE TITLE QUESTIONED 
COSTS AND 

LOANS

UNSUPPORTED 
COSTS AND 

LOANS

FUNDS TO BE 
PUT TO BETTER 

USE

Agricultural Research Service
026010002CH 2008/05/13 Implementation of Renewable 

Energy Programs at the 
Agricultural Research Service

Total: Agricultural Research Service 1

Animal and Plant Health Inspection Service
336010002HY 2008/04/21 APHIS’ Transfer Authority of 

Program Funding
Total: Animal and Plant Health Inspection Service 1

Chief Information Officer
885010012FM 2008/09/19 Statement on Auditing 

Standards No. 70 Report on 
the National Information 
Technology Center general 
Controls

Total: Chief Information Officer 1

Cooperative State Research, Education, and Extension Service
136010001HY 2008/05/30 CSREES – National Research 

Initiative Competitive grants 
Program (NRICgP)

Total: Cooperative State Research, Education and Extension Service 1

Delta Regional Authority
620990002TE 2008/07/31 Controls Over Issuance of 

Appropriated Funds by the 
Delta Regional Authority FY’s 
2005-2007

Total: Delta Regional Authority 1

Farm Service Agency 
030990181TE 2008/05/08 Payment Limitation Review in 

Louisiana
$1,432,622

030990198KC 2008/08/22 FSA Inspection of Temporary 
Domestic Storage Sites for 
Foreign Food Assistance

036010015AT 2008/09/04 Tobacco Transition Payment 
Program/Tobacco Assessments 
(Against Tobacco Manufacturers 
and Importers)
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AUDIT REPORTS RELEASED AND ASSOCIATED MONETARY VALUES 
FROM APRIL 1, 2008 THROUGH SEPTEMBER 30, 2008

AUDIT NUMBER RELEASE DATE TITLE QUESTIONED 
COSTS AND 

LOANS

UNSUPPORTED 
COSTS AND 

LOANS

FUNDS TO BE 
PUT TO BETTER 

USE
036010017CH 2008/09/29 Controls Over guaranteed Farm 

Loan Interest Rates and Interest 
Assistance

036010024KC 2008/09/17 Hurricane Relief Initiative 
– Emergency Forestry 
Conservation Reserve Program

$158,910 $655,520

036010026KC 2008/09/25 Marketing Assistance Loans 
and Loan Deficiency Payment 
Provisions for Pulse Crops

Total: Farm Service Agency 6 $1,591,532 $655,520

Food and Nutrition Service 
270020025HY 2008/09/10 FNS Food Stamp Program, New 

Jersey Administrative Costs
270170006HQ 2008/08/19 DCAA Audit of ABT Associates, 

Inc.,  FY 2004 Incurred Cost
270990068HY 2008/06/20 Audit of the Colorado State 

Agency Oversight of EBT 
Operations

$102,087

276010015AT 2008/09/26 FNS Food Stamp Program 
Retailer Authorization Controls 
and Visits

Total:   Food and Nutrition Service 4 $102,087

Food Safety and Inspection Service 
246010008HY 2008/08/04 Followup on FSIS’ Inspection of 

Meat and Poultry Imports
246010009HY 2008/08/07 FSIS Recall Procedures for 

Adulterated and Contaminated 
Product

Total:   Food Safety and Inspection Service 2

Foreign Agricultural Service 
076010002HY 2008/07/22 gSM 102 Export Credit 

guarantee Program
Total:   Foreign Agricultural Service 1

Forest Service 
086010051SF 2008/08/05 FS Controls Over Documenting 

and Reporting Its Hurricane 
Relief Expenditures to FEMA

$116,827,492

Impact of the OIG
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AUDIT REPORTS RELEASED AND ASSOCIATED MONETARY VALUES 
FROM APRIL 1, 2008 THROUGH SEPTEMBER 30, 2008

AUDIT NUMBER RELEASE DATE TITLE QUESTIONED 
COSTS AND 

LOANS

UNSUPPORTED 
COSTS AND 

LOANS

FUNDS TO BE 
PUT TO BETTER 

USE
086010052SF 2008/08/12 FS’ Renewable Energy Program $46,078
Total:   Forest Service 2 $46,078 $116,827,492

Multi-Agency
505010009FM 2008/07/11 Management and Security Over 

USDA Wireless Connections
505010013FM 2008/09/30 FY 2008 Federal Information 

Security Management Act 
(FISMA) Report

506010004HY 2008/09/18 Adequacy of Internal Controls 
Over Travel Card Expenditures 
– Followup

506010013CH 2008/08/14 Implementation of Renewable 
Energy Programs in USDA

506010013KC 2008/06/11 NRCS Status Review Process
Total: Multi-Agency 5

Natural Resources Conservation Service 
100990004SF 2008/08/25 NRCS Wetland Reserve 

Program – Restoration 
Compliance

$418,598 $73,950,327

106010005CH 2008/09/16 Controls Over Technical Service 
Providers

Total: Natural Resources Conservation Service 2 $418,598 $73,950,327

Office of the Chief Financial Officer
114010028FM 2008/09/19 Statement on Auditing 

Standards No. 70 Report on 
the National Finance Center 
general Controls

114010029FM 2008/09/18 Agreed-Upon Procedures: 
Retirement, Health Benefits, and 
Life Insurance Withholdings/
Contribution and Supplemental 
Headcount Report Submitted 
to the Office of Personnel 
Management FY 2008

Total: Office of the Chief Financial Officer 2

Risk Management Agency
050990112KC 2008/05/09 Contracting for Services Under 

the Agricultural Risk Protection 
Act of 2000

Impact of the OIG
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AUDIT REPORTS RELEASED AND ASSOCIATED MONETARY VALUES 
FROM APRIL 1, 2008 THROUGH SEPTEMBER 30, 2008

AUDIT NUMBER RELEASE DATE TITLE QUESTIONED 
COSTS AND 

LOANS

UNSUPPORTED 
COSTS AND 

LOANS

FUNDS TO BE 
PUT TO BETTER 

USE
056010015TE 2008/09/30 Crop Loss and Quality 

Adjustments for Aflatoxin 
Infected Corn

$15,951,016

Total:   Risk Management Agency 2 $15,951,016

Rural Business-Cooperative Service
346010005CH 2008/07/03 Implementation of Renewable 

Energy Programs in RBS
Total: Rural Business-Cooperative Service 1

Rural Telephone Bank 
154010008FM 2008/07/11 RTB Closeout Audit
Total: Rural Telephone Bank 1

Rural Utilities Service 
096010006TE 2008/07/03 Texas Community Connect 

grants Close-out Audit
$429,159

Total: Rural Utilities Service 1 $429,159

Grand Total: 34 $18,538,470 $191,433,339

Impact of the OIG
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AUDITS WITHOUT MANAGEMENT DECISION
The Inspector general Act has a number of reporting requirements, among them tracking audits without management decision. The following audits did 
not have management decisions made within the 6-month limit imposed by Congress. Narratives for new entries follow this table. An asterisk (*) indicates 
that an audit is pending judicial, legal, or investigative proceedings that must be completed before the agency can act to complete management decisions.

NEW SINCE LAST REPORTING PERIOD
Agency Date Issued Title of Report Total Value at Issuance 

(in dollars)
Amount With No Mgmt . 

(in dollars)
APHIS 01/15/08 1. USDA’s Implementation of the 

National Strategy for Pandemic 
Influenza (33701-1-Hy)

0 0

Multiagency 03/31/08 2. USDA’s Controls Over the 
Importation and Movement of Live 
Animals (50601-12-Ch)

0 0
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PREVIOUSLY REPORTED BUT NOT YET RESOLVED
These audits are still pending agency action or are under judicial, legal, or investigative proceedings. Details on the recommendations where management 
decisions had not been reached have been reported in previous Semiannual Reports to Congress. Agencies have been informed of actions that must be 
taken to reach management decision, but for various reasons the actions have not been completed. The appropriate Under and Assistant Secretaries have 
been notified of those audits without management decisions.

Agency Date Issued Title of Report Total Value at Issuance 
(in dollars)

Amount With No Mgmt . 
(in dollars)

CSREES 08/17/07 3. CSREES – Tribal 1994 Land-grant 
Institutions (13011-3-At)

951,345 874,986

FAS 02/22/07 4. Trade Promotion Operations (07601-1-Hy) 0 0
FSA 9/26/07 5. Tobacco Transition Payment Program – Quota 

Holder Payments and Flue-Cured Tobacco 
Quotas (03601-12-At)

456,703 29,820

FSIS 06/21/00 6. Implementation of the Hazard Analysis and 
Critical Control Point (HACCP) System (24001-
3-At)

0 0

09/30/03 7. Oversight of Production Process and Recall at 
ConAgra Plant (Establishment 969)(24601-2-
KC)

0 0

06/24/05 8. HACCP – Compliance by Very Small Plants 
(24601-5-At)

0 0

Multiagency 09/30/03 9. Implementation of ARPA (50099-12-KC) 0 0
02/23/04 10. Homeland Security Issues for USDA grain 

and Commodities Inventory (50099-13-KC)
0 0

03/28/07 11. Implementation of Trade Title of 2002 Farm 
Bill and President’s Management Agenda (50601-
12-At)

0 0

08/27/07 12. Crop Bases on Lands With Conservation 
Easements Conservation Easements

1,385,937 1,385,937

RBS 01/28/02 13. Lender Servicing of Business and Industry 
guaranteed Loans, Florida (34601-3-At)

1,536,060 1,536,060

RHS 09/30/04 14. Rural Rental Housing Project Costs, Cairo, 
IL (04099-143-Ch)

164,000 164,000

RMA 03/15/02 15. Monitoring of RMA’s Implementation of 
Manual 14 Reviews/Quality Control Review 
System (05099-14-KC) 

0 0

03/26/07 16. Evaluation of RMA Indemnity Payments for 
2004 Florida Hurricanes (05099-27-At)

415,710 415,710

Impact of the OIG
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AUDITS WITHOUT MANAGEMENT DECISION– 
NARRATIVE FOR NEW ENTRIES

1 . USDA’s Implementation of the National Strategy for 
Pandemic Influenza (33701-01-Hy), Issued January 
15, 2008
OIg found that certain support tasks (e.g., tasks for which 
USDA is responsible for coordinating and collaborating 
with the lead agency) were not properly assigned. USDA 
was tasked to implement response or screening protocols at 
domestic airports and other transport modes based on disease 
characteristics and availability of rapid detection methods 
and equipment. USDA, however, does not have the authority 
to regulate interstate transportation of agricultural products. 
APHIS agreed to coordinate with DHS, the lead agency, to 
determine scope and suggest any reassignments to the U.S. 
Homeland Security Council. OIg agreed with this proposed 
corrective action; however, to reach management decision, 
APHIS needs to provide a date when the collaboration will take 
place on the details regarding the reassignment of this task.

2 . USDA’s Controls Over the Importation and 
Movement of Live Animals (50601-12-Ch), Issued 
March 31, 2008
OIg found that APHIS needed increased inspection efforts 
for import restrictions, enhanced animal surveillance at the 
northern border, better controls to ensure imported animals 
reach slaughter, and steps to prevent the importation of 
diseased/unhealthy bovine at the southern border. In addition 
APHIS needs better accountability of official USDA seals 
and improved oversight of port operations. APHIS agreed 
with most of these nine open recommendations. To reach 
management decision, APHIS needs to describe how an 
information system will track import problems and provide 
a plan for oversight to ensure that the United States can rely 
on Canadian certifications. APHIS also needs to describe how 
it will receive notification of animal shipments from U.S. 
Customs and Border Protection and provide procedures for 
reconciling all imported-restricted animals, analyzing trends, 
and implementing corrective actions. Further, APHIS needs to 
enforce existing requirements concerning bovine tuberculosis 
testing and provide procedures for analyzing animal rejections 
from Mexico. APHIS needs to identify when it will complete 
an inventory of USDA seals. Finally, APHIS needs to identify 
additional controls needed for its Import Tracking System.
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INDICTMENTS AND CONVICTIONS

From April 1 through September 30, 2008, OIg completed 129 investigations. We referred 111 cases to Federal, State, and local 
prosecutors for their decision.

During the reporting period, our investigations led to 359 indictments and 358 convictions. The period of time to obtain court 
action on an indictment varies widely; therefore, the 358 convictions do not necessarily relate to the 359 indictments. Fines, 
recoveries/collections, restitutions, claims established, cost avoidance, and administrative penalties resulting from our investigations 
totaled about $40.0 million.

The following is a breakdown, by agency, of indictments and convictions for the reporting period.

Indictments and Convictions— April 1–September 30, 2008
Agency Indictments  Convictions*
AMS 3 1

APHIS 102 176
ARS 0 1
FNS 213 137
FS 6 4

FSA 15 23
FSIS 4 7

gIPSA 0 1
NRCS 1 0
OCFO 1 0

RBS 0 1
RHS 7 5
RMA 3 0
RUS 4 2

Totals 359 358
*This category includes pretrial diversions.

Impact of the OIG
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OFFICE OF INSPECTOR GENERAL HOTLINE

The OIg Hotline serves as a national receiving point for 
reports from both employees and the general public of 
suspected incidents of fraud, waste, mismanagement, and 
abuse in USDA programs and operations. During this 
reporting period, the OIg Hotline received 767 complaints, 

which included allegations of participant fraud, employee 
misconduct, and mismanagement, as well as opinions about 
USDA programs. Figure 1 displays the volume and type of the 
complaints we received, and figure 2 displays the disposition of 
those complaints.

Figure 1 .  Volume and Type

Bribery (2)

Opinion/Information (48)

Waste/Management (116)

Employee Misconduct (150)

Health/Safety (25)

Participant Fraud (425)Reprisal (1)

Figure 2 .  Disposition of Complaints Received

Referred to USDA Agencies for Response (396)

Referred to Other Law
Enforcement Agencies (1)

Filled Without Referral -
Insufficient Information (24)

Referred to OIG Audit or
Investigations for Review (28)

Referred to USDA or Other Agencies
for Information - No Response 
Needed (85)

Referred to FNS for Tracking (243)

Impact of the OIG
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FREEDOM OF INFORMATION ACT (FOIA) AND PRIVACY ACT (PA) REQUESTS 
FOR THE PERIOD APRIL 1 TO SEPTEMBER 30, 2008

Number of FOIA/PA Requests Received 95

Number of FOIA/PA Requests Processed 106
Number granted 8
Number Partially granted 62
Number Not granted 36

Reasons for Denial
No Records Available 12
Referred to Other Agencies 1
Requests Denied in Full Exemption 5 1
Requests Denied in Full Exemption 7(A) 6
Requests Denied in Full Exemption 7(C) 4
Request Withdrawn 5
Fee-Related 1
Not a Proper FOIA Request 2
Not an Agency Record 1
Duplicate Request 3
Other 0

Requests for OIG Reports From Congress and Other Government Agencies
Received 25
Processed 22

Appeals Received 2

Appeals Processed 1
Appeals Completely Upheld 1
Appeals Partially Reversed 0
Appeals Completely Reversed 0
Appeals Requests Withdrawn 0
Other 0

Number of OIG Reports/Documents Released in Response to Requests 68
NOTE 1: A request may involve more than one report.
NOTE 2: During this 6-month period, 30 audit reports were posted to the Internet at the OIg website: http://www.usda.gov/oig.

Impact of the OIG
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Abbreviations of Organizations
AMS Agricultural Marketing Service
APHIS Animal and Plant Health Inspection Service
ARS Agricultural Research Service
BCET Bridge Card Enforcement Team
CCC Commodity Credit Corporation
CI Criminal Investigation (IRS)
CR Office of Civil Rights (now OAC)
CSREES Cooperative State Research, Education, 

and Extension Service
DCAA Defense Contract Audit Agency
DHS U.S. Department of Homeland Security
DOJ U.S. Department of Justice
DRA Delta Regional Authority
FAS Foreign Agricultural Service
FBI Federal Bureau of Investigation
FDA Food and Drug Administration
FEMA Federal Emergency Management Agency
FNS Food and Nutrition Service
FS Forest Service
FSA Farm Service Agency
FSAN Financial Statement Audit Network
FSIS Food Safety and Inspection Service
gIPSA grain Inspection, Packers and Stockyards 

Administration
HARCFL Heart of America Regional Computer 

Forensic Lab
ICE Immigration and Customs Enforcement 

(DHS)
IRS Internal Revenue Service

Abbreviations of Organizations
ISDC Interagency Suspension and Debarment 

Committee
JTTF Joint Terrorism Task Force
NASS National Agricultural Statistics Service
NJTTF National Joint Terrorism Task Force
NCFD National Computer Forensic Division
NFC National Finance Center
NITC National Information Technology Center
NRCS Natural Resources Conservation Service
OAC Office of Adjudication and Compliance
OBPA Office of Budget and Program Analysis
OCFO Office of the Chief Financial Officer
OCIO Office of the Chief Information Officer
OgC Office of the general Counsel
OIg Office of Inspector general
OMB Office of Management and Budget
OPM Office of Personnel Management
PCIE President’s Council on Integrity and Efficiency
RBS Rural Business-Cooperative Service
RD Rural Development
RHS Rural Housing Service
RMA Risk Management Agency
RTB Rural Telephone Bank
RUS Rural Utilities Service
TTB Alcohol and Tobacco Tax and Trade Bureau 

(Treasury)
USDA U.S. Department of Agriculture
VS Veterinary Services (APHIS)

Impact of the OIG





EXAMPLES OF PROGRAM IMPROVEMENT RECOMMENDATIONS MANAGEMENT AGREED TO DURING THIS REPORTING 
PERIOD (138 TOTAL)
n FSA agreed to revise its examination procedures and forms to provide comprehensive 

procedural guidance for warehouse examiners at port facilities.

n  FNS agreed to consult with DOJ to ensure that the retailer authorization process is sufficient 
for successful prosecution of retailers who are trafficking food stamp benefits.

n  FNS agreed to require the Colorado State agency to ensure that errors in the FSP 
eligibility system are corrected and claims properly established.

n  RMA officials agreed to establish and implement formal policies and procedures on sufficient 
documentation and proper administration and monitoring of ARPA contracts and partnerships.

n  FS agreed to use the dispute resolution process to resolve any future conflicts with FEMA after disaster relief activities.

n  The Department agreed to develop and implement a renewable energy strategy that includes program goals for agency managers.

n  NRCS agreed to develop a monitoring system to prioritize WRP easements and optimize 
monitoring resources by implementing, for example, a risk-based system.

MISSION OF OIG

OIg assists USDA by promoting effectiveness and integrity in the hundreds of programs of the Department. These programs 
encompass a broad spectrum, involving such areas as consumer protection, nutrition, animal and plant health, agricultural 
production, agricultural product inspection and marketing, rural development, research, conservation, and forestry. They affect our 
citizens, our communities, and our economy.

OIG STRATEGIC GOALS

We have focused nearly all of our audit and investigative direct resources on our four goals:

n  Strengthen USDA’s ability to implement safety and security measures to protect the 
public health as well as agricultural and Departmental resources. 

n  Reduce program vulnerabilities and strengthen program integrity in the delivery of benefits to program participants.

n  Support USDA in implementing its management improvement initiatives.

n  Increase the efficiency and effectiveness with which USDA manages and exercises stewardship over natural resources.
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The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, age, disability, and 
where applicable, sex, marital status, familial status, parental status, religion, sexual orientation, genetic information, political beliefs, reprisal, or because all or 
part of an individual’s income is derived from any public assistance program.  (Not all prohibited bases apply to all programs.)  Persons with disabilities who require 
alternative means for communication of program information (Braille, large print, audiotape, etc.) should contact USDA’s TARGET center at (202) 720-2600 (voice  
and TDD). To file a complaint of discrimination, write to USDA, Director, Office of civil Rights, 1400 Independence Avenue, S.W., Washington, D.c. 20250–9410, or call 
(800) 795-3272 (voice) or (202) 720-6382 (TDD).  USDA is an equal opportunity provider and employer.  

To learn more about OIG, visit our Web site at 
www.usda.gov/oig/home.htm

How To Report Suspected Wrongdoing in USDA Programs

Fraud, Waste and Abuse
In Washington, Dc  202.690.1622

Outside Dc 800.424.9121
TDD (call collect) 202.690.1202

Bribes or Gratuities
202.720.7257 (24 hours)
888.620.4185 (24 hours)
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USDA -
United States Department of Agriculture 

The Honorable Nancy Pelosi 

Office of the Secretary 
Washington, D.C. 20250 

JEC 0 1 2008 

Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Madam Speaker: 

In accordance with the requirements of the Inspector General Act of 1978 
(Public Law 95-452), I am transmitting the Office of Inspector General's 
Semiannual Report to Congress covering the 6-month period that ended 
September 30, 2008. 

This report reflects the work of the Office of Inspector General to promote 
efficiency and effectiveness and to prevent and detect fraud and mismanagement 
in the Department of Agriculture's operations. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity E111>loyer 



USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

lJEC 0 1 2008 

The Honorable Richard B. Cheney 
President of the Senate 
Washington, D.C. 20502 

Dear Mr. President: 

In accordance with the requirements of the Inspector General Act of 1978 
(Public Law 95-452), I am transmitting the Office of Inspector General's 
Semiannual Report to Congress covering the 6-month period that ended 
September 30, 2008. 

This report reflects the work of the Office of Inspector General to promote 
efficiency and effectiveness and to prevent and detect fraud and mismanagement 
in the Department of Agriculture's operations. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 
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U.S. Department of Agriculture Report to 
Congress 

Status of Organic Production and Market 
Data Activities 

As Required by the 2008 Farm Bill 

December 2008 



Background 

The Food, Conservation, ond Energy Act of 2008 (2008 Farm Bill) requires the Secretory 
of Agriculture to submit a report to Congress 180 cloys after enactment describing the 
progress that has been made in implementing Section I 0302, Organic Production and 
Market Data Initiatives, and identifying additional production and marketing data needs. 
The manager's report accompanying the 2008 Fann Bill provides for $5 million in 
mandotory funding to be divided between the Agricultural Marketing Service, the 
Economic Research Service, and the National Agricultural Statistics Service. Belmv is 
the progress report from the three agencies. 

Agricultural l\1arketing Service (Al\·1S) 

The 2008 Farm Bill report language mandated $3.5 million for AMS' Market News 
Branches for the collection and distri bu ti on of organic market data. Market News (MN) 
has responded by improving existing reporting of organic products and has planned for 
even funher enhancement of organic reporting and the development of additional organic 
market information tools. This section provides an overview of how the AMS has 
accomplished immediate enhancements during fiscal year (F'Y) 2008 as well as an outline 
of the plans for FY 2009 through FY 2012 with this funding. 

Current mu/ Planned Ge11eral Afarket News Tec/1110/ogical Enlia11cements 

AMS is undertaking modifications to the Market News Information System (MNIS) 
across AMS Branches (Fruit and Vegetable, Livestock, Dairy, Cotton, and Poultry) in 
order to: 

o Segregate organic data from conventional data; 
o Allow for input of data specific to organic commodities: 
o Migrate existing organic data from disparate systems; and 
o Create new reports and mocli(v existing reports for presentation of organic 

market information. 

Also, AMS is adding the Cotton, Dairy and Poultry Market Nev,·s Branches to the Market 
News Portal website. The Portal provides public access to current and historical market 
information on hundreds of agricu ltura I products in i rnportant markets in the U. S and 
internationally in an easy to use fashion. Users can generote their own morket reports, 
email them to themselves or others, create graphs and charts, download data in a variety 
of formats, and create their mvn personalized Portal entry page. The enhanced Portal 
website will allow users to more easily access and analyze organic data. 

DailJ' J1arket News 

AMS Dairy Programs will: expand current organic market reporting by establishing a 
voluntary base of cooperators for reporting prices paid for organic milk by handlers and 
received by dairy farmers; expand current organic market repo11ing by establishing a 
voluntary base of cooperators for repo11ing prices paid for organic manufactured dairy 



products and received by plants; and develop a report at the retail level to reprnt weekly 
advenised specials of organic milk and dairy products. 

Fruit mu/ Vegetable Market Nell's (FV1HN) 

AMS Fruit and Vegetable Programs added a special section on all observed weekly 
advertised prices on fresh organic fruits and vegetables to the National Fruit and 
Vegetable Retail Report (Completed by end of F'{ 2008). In addition, the Program is 
developing the National Fruit and Vegetable Organic Report - a report which will display 
all available organic market data available from FVMN including prices at terminal 
market, shipping point, and retai I levels as we 11 as movement data (Projected completion 
by early FY 2009). 

By the end of FY 2008, Al'vtS will develop a virtual "community'' available on the Portal 
specific to fruit and vegetabk organic market information. Al'vlS is continuing to identify 
contacts to develop a regional wholesale/distributor organic price report to complement 
organic prices collected at terminal markets, as well as actively pursuing additional 
organic market in formation to termi na I market and shipping point price reports and 
movement data. 

Lfrestock and Grain /Harket Ne11•s (LGMN) 

AMS Livestock and Seed Programs will investigate the data available and determine the 
feasibility of adding a special section to retail level reporting to include weekly 
advertised spec i a Is on organic or other re I ated rnarketi ng term i terns. A !'vi S is exploring 
the feasibility of reporting: livestock and wholesale meat cuts produced as organic; 
international organic grain and feedstuffs market in formation; and organic beans, peas, 
and I en ti Is. 

Livestock and Seed Programs plan to report imported organic grain and feedstuffs and 
create a \vestern U.S. Organic Grain and Feedstuffs report. Finally, the Upper Midwest 
Organic Grain and Feedstuffs and Eastern Cornbelt Organic Grain and Feedstuffs reports 
1.vill be expanded. 

Po11/t1:r Market Nell's and A.1wlysis (PMNA.) 

AMS Poultry Programs will expand the follO\ving: the organic cooperator base for the 
Weekly Certified Organic Poultry and Eggs report; the Weekly Poultry Slaughtered 
Under Federal Inspection report to include organically grown chicken and turkeys: the 
Weekly Shell Egg Inventory report to include and segregate organic shell egg and egg 
product data: the retai I week I y features reprnti ng to inc I ude more dcta iled in formation on 
organic chicken and eggs and to include organic turkey products: and organic production 
in the reporting of processed eggs. 

In addition, AMS Poultry Programs will: develop a benchmark price report for shell eggs; 
include organic \vhole body turkeys in the Weekly Fresh Turkeys report; include organic 



infornrntion on all poultry and egg products in the International Poultry and Egg Review 
when available; include organic information in the annual Poultry Market Statistics 
Summary; and develop a comprehensive report to include all organic poultry and egg 
market information available from Pl'vlNA. 

Cotton Market News 

In addition to adding cotton market reports to the Market News Portal to allow public 
access to hi storica I and current in formation, AMS wi II monitor the grO\vth in domestic 
production of organic cotton and look to add information products ~is needed. 

National Agricultural Statistics Service (NASS) 

NASS provides timely, accurate, and useful statistics in service to U.S. agriculture. 
Organic fanning and ranching is one of the fastest growing segments of U.S. agriculture 
in the last 10 years. Producers are turning to organic production to lower input costs, 
decrease reliance on nonrenewable resources, capture high-value markets, and boost farm 
income. Recent trends by consumers show a preference for organically produced 
com mod iti cs, so continued growth of the i nclustry is an a I most certainty. The 200X Farm 
Bill provided$ I million for NASS to develop surveys and report statistical analysis on 
organically produced agricultural products. 

This infusion of funds for statistical data begins to fill a data gap which has existed for 
many years. A literature review fcir data collection and statistics covering organic 
production yields minimal results. A few examples can be found in the Organic Farming 
Research Foundation's sporadic surveys of producers elating back to 1997. The latest 
survey \Vas conducted in 200 I and estimated 7,200 operations nationwide involved in 
some aspect of organic agriculture. The USDA 's Economic Research Service ( l~RS) 
conducts an annual data collection project of all known organic certifying associations 
and completes a summary for all of the associations. In 2005, the latest information 
published by ERS, they estimated 8,493 operations producing organic eommodities. The 
2002 Census of Agriculture, conducted by !\ASS, documented 11,998 organic agriculture 
operations. These combined data sets shmv fast expansion of this sector as consumer 
demands conti nuc to grow. 

\Vhile several data series exist to document the overall growth of the organic agricultural 
industry, there is little detailed information available on the economic and production 
practices of organic farming. The Census of Agriculture should begin to address this 
short fa II. 

Census of Agriculture 

The 2007 Census of Agriculture contained a new section completely dedicated to organic 
agriculture. The seven questions in this new section consisted of acres devoted to organic 
agriculture and the aggregate value of organic commodities produced. However, the 
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design of a census is to provide a broad picture of a particular topic and not great detail 
on any specific topic. 

The funding provided by the 200X farm Bill will allO\v a more comprehensive fol]O\v-on 
study of organic agriculture production. The population of interest will include producers 
with organic production reported in the Census of Agriculture. plus any new operators 
found from all certifying associations. 

The scope and content of the 2008 Census of Organic Agriculture is partially hindered by 
the Ii 111 ited funding provided by the 2008 farm Bi 11. Ho\\'ever, a II efforts are being made 
to provide as much detailed information as possible. A questionnaire has been drafted 
and is currently being processed through cognitive testing. The questions have been 
developed through consultation with USDA 's ERS, the Agricultural Marketing Service's 
l\ational Org~rnic Program (Af\:1S-l\0P), and industry producer groups. The 
questionnaire collects information on various items, including: 

• Acreage and production for several major organic commodities and an 'all other' 
categories to capture the less common commodities. Specific commodities were 
determined based on reported acreage and percent of U.S. acreage as reported by 
the AMS-NOP: 

• Cash receipts by 4-digit North American Industry Classification System (NAICS) 
codes, i.e. field crops, vegetables, fruit. etc: 

• Organically produced livestock inventory. products (i.e. wool), and value of sales: 
• Production Expenses: 
• Production practices: and 
• Marketing practices. 

Data \viii be published at the U.S. and State level for all items which pass the NASS 
disclosure policy. Data collection is tentatively scheduled to begin in Spring 2000. 
referencing the 2008 calenJar year. with a projected release date late in the same year. 

Economic Research Service (ERS) 

ERS conducts economic research and analysis on organic agriculture, and has expanded 
activities on this topic in recent years. The broad themes of ERS 's research program 
include adoption of organic forming systems, the economic characteristics of organic 
proJuccrs, marketing and distribution of organic food. and consumer preferences and 
demand for organic food. 

Adoption <~f"Cert(fied 01xa11ic FarmillK Systems 

ERS has been tracking the adoption of certified organic farming systems in the United 
States since the mid-I 900s. ERS collaborates \\'ith over 50 State and private certification 
organizations, other USDA agencies. and several State offices of USDA 's l'\ational 
Agricultural Statistics Service (l'\ASS) to estimate the extent of certitied organic 
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farm land acreage and Ii vestock. by commodity and by State (see 
\\\v·1v .c'.1·s_,_l_!'.i_da. !20\ J )_:na 0 i:g0_11 ic and \\ \Y\~~ er:-." u:-.tb .g1 l' _pLt l~ll~:at i llJJj ;1i h7X(l). 

Organic Handler Surveys 

ERS has conducted several nationwide surveys of certified organic handlers and retailers 
in the last few years and has published an interactive database and report on the 
characteristics of processors, distributors and other handlers in the supply chain (see 
\\\\ \\ .l'rS.LISll<1,g1iv Puhl1~;1J11111s•J IH}(l and\\\\\\ .c'.1·:-,.t1:-.d:1.g1l\ I )at;1·()1·g;u1icl lantlli,:1:>). 

Organic Production Costs and Retums 

In 2005. ERS initiated an organic pilot project as part of its major annual econo111ic 
survey of U.S. far111ers and ranchers. the Agricultural Resources and Management Survey 
(ARMS). ERS \\·orked with the NASS to add a targeted sample of organic dairy 
producers to ARMS in 2005. and subsequently added org;mic samples for soybe;ms (in 
200()) and apples (in 2007). Research is currently underway using data from the dairy 
survey comparing production costs. revenues. yields, energy intensiveness. structure. 
marketing and other economic and environmental aspects of conventional and organic 
dairy farming. National and regional estimates of production costs and returns have 
already been estimated for both the U.S. organic dairy sector and the U.S. organic 
soybean sector (see 1~-''~" . l'l''i 11:ctLLg()\ ,~111:1( ·, i:-.h;i 1_l_l_U_tc111 ni~ ). 

Consumer Demand and Organic Prices 

ERS has purchased retail scanner data in recent years to analyze the characteristics of 
organic consumers, what they buy, how much they spend. and the price premiums they 
pay for organic produce ( \Y'' \\.cl1<Jiccs111:1g,11 i lll':1)rg 2!H J ?~2.}!l(J ~7 ----~.plll)p:tgc }}) and 
organic milk (\vww.ers.usda.gov/publications/LDP/2007/05May!LDPM 1550 I). ERS 
a !so examines consumer demand and price prern i urns in speci fie markets. inc I ud i ng the 
produce. eggs and poultry and dairy sectors. Recent articles and reports examine trends 
in organic produce. egg and poultry markets. as well as the socioeconomic characteristics 
of organic milk and produce consumers (see\\\\\\ .l,r~.11-.;d,1:g11\ /lfr1~fing 01:g<1ni'-'.). 
Historical farm-gate and wholesale organic prices and price premiums for selected fruits, 
vegetables, livestock and eggs have also been produced and are available at 
\\\\\\.ci:S.LIS1b.go\ li:tt:t ( fr);tllliL·l 1!'1l'C:-.. 

ERS will use additional targeted funds fclr organic data collection and research to expand 
the organic pilot project within the ARl'v!S survey (including a survey of organic wheat 
producers in 2009), and to continue expanding the agency's overall program of research 
and analysis on organic agricu 1 tu re. In addition, E RS wi 11 contribute resources to work 
on the Census Organic Follow-on survey jointly with NASS. 
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Background 

The Food, Conservation, and Energy Act of 2008 (2008 Farm Bill) requires the Secretary of 
Agriculture to submit a report to Congress 180 days after enactment describing the progress that 
has been made in implementing Section 10302, Organic Production and Market Data Initiatives, 
and identifying additional production and marketing data needs. The manager's report 
accompanying the 2008 Farm Bill provides for $5 million in mandatory funding to be divided 
between the Agricultural Marketing Service, the Economic Research Service, and the National 
Agricultural Statistics Service. Below is the progress report from the three agencies. 

Agricultural Marketing Service (AMS) 

The 2008 Farm Bill report language mandated $3.5 million for AMS' Market News Branches for 
the collection and distribution of organic market data. Market News (MN) has responded by 
improving existing reporting of organic products and has planned for even further enhancement 
of organic reporting and the development of additional organic market information tools. This 
section provides an overview of how the AMS has accomplished immediate enhancements 
during fiscal year (FY) 2008 as well as an outline of the plans for FY 2009 through FY 2012 
with this funding. 

Current and Planned General Market News Technological Enhancements 

AMS is undertaking modifications to the Market News Information System (MNIS) across AMS 
Branches (Fruit and Vegetable, Livestock, Dairy, Cotton, and Poultry) in order to: 

o Segregate organic data from conventional data; 
o Allow for input of data specific to organic commodities; 
o Migrate existing organic data from disparate systems; and 
o Create new reports and modify existing reports for presentation of organic market 

information. 

Also, AMS is adding the Cotton, Dairy and Poultry Market News Branches to the Market News 
Portal website. The Portal provides public access to current and historical market information on 
hundreds of agricultural products in important markets in the U.S and internationally in an easy 
to use fashion. Users can generate their own market reports, email them to themselves or others, 
create graphs and charts, download data in a variety of formats, and create their own 
personalized Portal entry page. The enhanced Portal website will allow users to more easily 
access and analyze organic data. 

Dairy Market News 

AMS Dairy Programs will: expand current organic market reporting by establishing a voluntary 
base of cooperators for reporting prices paid for organic milk by handlers and received by dairy 
farmers; expand current organic market reporting by establishing a voluntary base of cooperators 
for reporting prices paid for organic manufactured dairy products and received by plants; and 
develop a report at the retail level to report weekly advertised specials of organic milk and dairy 
products. 
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Fruit and Vegetable Market News (FVMN) 

AMS Fruit and Vegetable Programs added a special section on all observed weekly advertised 
prices on fresh organic fruits and vegetables to the National Fruit and Vegetable Retail Report 
(Completed by end of FY 2008). In addition, the Program is developing the National Fruit and 
Vegetable Organic Report - a report which will display all available organic market data 
available from FVMN including prices at terminal market, shipping point, and retail levels as 
well as movement data (Projected completion by early FY 2009). 

AMS has developed a virtual "community" available on the Portal specific to fruit and vegetable 
organic market information. AMS is continuing to identify and reach out to contacts to develop 
a regional wholesale/distributor organic price report to complement organic prices collected at 
the terminal markets covered. Additionally, AMS is actively pursuing additional organic market 
information at the terminal markets and at shipping point markets, including movement data. 

Livestock and Grain Market News (LGMN) 

AMS Livestock and Seed Programs will investigate the data available and determine the 
feasibility of adding a special section to retail level reporting to include weekly advertised 
specials on organic or other related marketing term items. AMS is exploring the feasibility of 
reporting: livestock and wholesale meat cuts produced as organic; international organic grain and 
feedstuffs market information; and organic beans, peas, and lentils. 

Livestock and Seed Programs plan to report imported organic grain and feedstuffs and create a 
western U.S. Organic Grain and Feedstuffs report. Finally, the Upper Midwest Organic Grain 
and Feedstuffs and Eastern Cornbelt Organic Grain and Feedstuffs reports will be expanded. 

Poultry Market News and Analysis (PMNA) 

AMS Poultry Programs will expand the following: the organic cooperator base forthe Weekly 
Certified Organic Poultry and Eggs report; the Weekly Poultry Slaughtered Under Federal 
Inspection report to include organically grown chicken and turkeys; the Weekly Shell Egg 
Inventory report to include and segregate organic shell egg and egg product data; the retail 
weekly features reporting to include more detailed information on organic chicken and eggs and 
to include organic turkey products; and organic production in the reporting of processed eggs. 

In addition, AMS Poultry Programs will: develop a benchmark price report for shell eggs; 
include organic whole body turkeys in the Weekly Fresh Turkeys report; include organic 
information on all poultry and egg products in the International Poultry and Egg Review when 
available; include organic information in the annual Poultry Market Statistics Summary; and 
develop a comprehensive report to include all organic poultry and egg market information 
available from PMNA. 

Cotton Market News 
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In addition to adding cotton market reports to the Market News Portal to allow public access to 
historical and current information, AMS will monitor the growth in domestic production of 
organic cotton and look to add information products as needed. 

National Agricultural Statistics Service (NASS) 

NASS provides timely, accurate, and useful statistics in service to U.S. agriculture. Organic 
farming and ranching is one of the fastest growing segments of U.S. agriculture in the last 10 
years. Producers are turning to organic production to lower input costs, decrease reliance on 
nonrenewable resources, capture high-value markets, and boost farm income. Recent trends by 
consumers show a preference for organically produced commodities, so continued growth of the 
industry is an almost certainty. Of the $5 million provided by the 2008 Farm Bill, NASS was 
allotted $1 million to develop surveys and report statistical analysis on organically produced 
agricultural products. 

This infusion of funds for statistical data begins to fill a data gap which has existed for many 
years. A literature review for data collection and statistics covering organic production yields 
minimal results. A few examples can be found in the Organic Farming Research Foundation's 
sporadic surveys of producers dating back to 1997. The latest survey was conducted in 2001 and 
estimated 7,200 certified organic operations nationwide involved in some aspect of organic 
agriculture. The USDA's Economic Research Service (ERS) conducts an annual data collection 
project of all known organic certifying associations and completes a summary for all of the 
associations. In 2005, the latest information published by ERS, they estimated 8,493 certified 
organic operations producing organic commodities. The 2002 Census of Agriculture, conducted 
by NASS, documented 11,998 transitional, uncertified, and certified organic agriculture 
operations. These combined data sets show fast expansion of this sector as consumer demands 
continue to grow. 

While several data series exist to document the overall growth of the organic agricultural 
industry, there is little detailed information available on the economic and production practices 
of organic farming. The 2007 Census of Agriculture should begin to address this shortfall. 

Census of Agriculture 

The 2007 Census of Agriculture contained a new section completely dedicated to organic 
agriculture. The seven questions in this new section consisted of acres devoted to organic 
agriculture and the aggregate value of organic commodities produced. However, the design of a 
census is to provide a broad picture of a particular topic and not great detail on any specific 
topic. 

The funding provided by the 2008 Farm Bill will allow a more comprehensive follow-on study 
of organic agriculture production. The population of interest will include producers with organic 
production reported in the Census of Agriculture, plus any new operators found from all 
certifying associations. 
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The scope and content of the 2008 Census of Organic Agriculture will provide as much detailed 
information as possible within available funding. A questionnaire has been drafted and is 
currently being processed through cognitive testing. The questions have been developed through 
consultation with USDA's ERS, the Agricultural Marketing Service's National Organic Program 
(AMS-NOP), and industry producer groups. The questionnaire collects information on various 
items, including: 

• Acreage and production for several major organic commodities and an 'all other' 
category to capture the less common commodities. Specific commodities were 
determined based on reported acreage and percent of U.S. acreage as reported by the 
ERS; 

• Cash receipts by 4-digit North American Industry Classification System (NAICS) codes, 
i.e. field crops, vegetables, fruit, etc; 

• Organically produced livestock inventory, products (i.e. wool), and value of sales; 
• Production Expenses; 
• Production practices; and 
• Marketing practices. 

Data will be published at the U.S. and State level for all items which pass the NASS disclosure 
policy. Data collection is tentatively scheduled to begin in Spring 2009, referencing the 2008 
calendar year, with a projected release date late in the same year. 

Economic Research Service (ERS) 

ERS conducts economic research and analysis on organic agriculture, and has expanded 
activities on this topic in recent years. The broad themes of ERS 's research program include 
adoption of organic farming systems, the economic characteristics of organic producers, 
marketing and distribution of organic food, prices of organic food, and consumer preferences and 
demand for organic food. Of the $5 million provided by the 2008 Farm Bill, ERS was allocated 
$0.5 million. 

Adoption of Certified Organic Farming Systems 

ERS has been tracking the adoption of certified organic farming systems in the United States 
since the mid-1990s. ERS collaborates with over 50 State and private certification organizations, 
other USDA agencies, and several State offices of USDA's National Agricultural Statistics 
Service (NASS) to estimate the extent of certified organic farmland acreage and livestock, by 
commodity and by State (see www.ers.usda.gov/Data/Organic and 
www.ers.usda.gov/publications/aib780). 

Organic Handler Surveys 
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ERS has conducted several nationwide surveys of certified organic handlers and retailers in the 
last few years and has published an interactive database and report on the characteristics of 
processors, distributors and other handlers in the supply chain (see 
www.ers.usda.gov/Publications/EIB36 and www.ers.usda.gov/Data/OrganicHandlers ). 

Organic Production Costs and Returns 

In 2005, ERS initiated an organic pilot project as part of its major annual economic survey of 
U.S. farmers and ranchers, the Agricultural Resources and Management Survey (ARMS). ERS 
worked with the NASS to add a targeted sample of organic dairy producers to ARMS in 2005, 
and subsequently added organic samples for soybeans (in 2006) and apples (in 2007). Research 
is currently underway using data from the dairy survey comparing production costs, revenues, 
yields, energy intensiveness, structure, marketing and other economic and environmental aspects 
of conventional and organic dairy farming. National and regional estimates of production costs 
and returns have already been estimated for both the U.S. organic dairy sector and the U.S. 
organic soybean sector (see www.ers.usda.gov/data/CostsandRetums). 

Consumer Demand and Organic Prices 

ERS has purchased retail scanner data in recent years to analyze the characteristics of organic 
consumers, what they buy, how much they spend, and the price premiums they pay for organic 
produce (www.choicesmagazine.org/2007-2/2007-2.pdf#page=37) and organic milk 
(www.ers.usda.gov/publications/LDP/2007/05May/LDPM15501). ERS also examines consumer 
demand and price premiums in specific markets, including the produce, eggs and poultry and 
dairy sectors. Recent articles and reports examine trends in organic produce, egg and poultry 
markets, as well as the socioeconomic characteristics of organic milk and produce consumers 
(see www.ers.usda.gov/Briefing/Organic). Historical farm-gate and wholesale organic prices 
and price premiums for selected fruits, vegetables, livestock and eggs have also been produced 
and are available at www.ers.usda.gov/data/OrganicPrices . ERS has begun conducting research 
on organic baby food as well. 

ERS will use additional targeted funds for organic data collection and research to continue 
expanding the agency's overall program of research and analysis on organic agriculture. In 
addition, ERS will contribute resources to jointly work with NASS on the 2008 Census of 
Organic Agriculture. 
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Control Number: 5649880

USDA -
United States Dep.9rtment of Agrlculture 

The Honorable Collin C. Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 
1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

DEC 2 9 2008 

Section 10302 of the Food, Conservation, and Energy Act of2008 (P.L. 110-246) requires 
the Department of Agriculture (USDA) to submit a report to the Senate and House Agriculture 
Committees which outlines the progress that has been made in implementing the organic 
production and market data initiatives described in this section and identifies any additional 
production and marketing data needs. The statutory language requires that the Secretary shall, at 
a minimum, do the following: 

1. Collect and distribute comprehensive reporting of prices relating to organically produced 
agricultural products; 

2. Conduct surveys and analysis and publish reports relating to organic production, 
handling, distribution, retail, and trend studies (including consumer purchasing patterns); 
and, 

3. Develop surveys and report statistical analysis on organically produced agricultural 
products. 

The enclosed report highlights the progress made, and future activities planned, by the three 
USDA agencies implementing this section of the Farm Bill. These activities include: modifying 
existing Market News technologies to allow for enhanced reporting of organic data; developing 
surveys and reporting statistical analysis for organic products; and expanding economic surveys 
and reporting of organic production costs and product prices. 

If you have any questions regarding the report, please do not hesitate to contact us. We have 
sent similar letters to Congressman Goodlatte and Senators Chambliss and Harkin. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity E1T1>loyer 



USDA -
United States Department of Agriculture 

The Honorable Robert Goodlatte 
Ranking Minority Member 
Committee on Agriculture 
U.S. House of Representatives 

Office of the Secretary 
Washington, D.C. 20250 

DEC 2 9 2008 

1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Goodlatte: 

Section 10302 of the Food, Conservation, and Energy Act of 2008 (P.L. 110-246) requires 
the Department of Agriculture (USDA) to submit a report to the Senate and House Agriculture 
Committees which outlines the progress that has been made in implementing the organic 
production and market data initiatives described in this section and identifies any additional 
production and marketing data needs. The statutory language requires that the Secretary shall, at 
a minimum, do the following: 

1. Collect and distribute comprehensive reporting of prices relating to organically produced 
agricultural products; 

2. Conduct surveys and analysis and publish reports relating to organic production, 
handling, distribution, retail, and trend studies (including consumer purchasing patterns); 
and, 

3. Develop surveys and report statistical analysis on organically produced agricultural 
products. 

The enclosed report highlights the progress made, and future activities planned, by the three 
USDA agencies implementing this section of the Farm Bill. These activities include: modifying 
existing Market News technologies to allow for enhanced reporting of organic data; developing 
surveys and reporting statistical analysis for organic products; and expanding economic surveys 
and reporting of organic production costs and product prices. 

If you have any questions regarding the report, please do not hesitate to contact us. We have 
sent similar letters to Congressman Peterson and Senators Chambliss and Harkin. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity E~loyer 



USDA -
United Stlltea Depertment of Agriculture 

The Honorable Saxby Chambliss 
Ranking Minority Member 

Office of the Secretary 
Washington, D.C. 20250 

DEC 2 9 2008 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Senator Chambliss: 

Section 10302 of the Food, Conservation, and Energy Act of 2008 (P.L. 110-246) requires 
the Department of Agriculture (USDA) to submit a report to the Senate and House Agriculture 
Committees which outlines the progress that has been made in implementing the organic 
production and market data initiatives described in this section and identifies any additional 
production and marketing data needs. The statutory language requires that the Secretary shall, at 
a minimum, do the following: 

1. Collect and distribute comprehensive reporting of prices relating to organically produced 
agricultural products; 

2. Conduct surveys and analysis and publish reports relating to organic production, 
handling, distribution, retail, and trend studies (including consumer purchasing patterns); 
and, 

3. Develop surveys and report statistical analysis on organically produced agricultural 
products. 

The enclosed report highlights the progress made, and future activities planned, by the three 
USDA agencies implementing this section of the Farm Bill. These activities include: modifying 
existing Market News technologies to allow for enhanced reporting of organic data; developing 
surveys and reporting statistical analysis for organic products; and expanding economic surveys 
and reporting of organic production costs and product prices. 

If you have any questions regarding the report, please do not hesitate to contact us. We have sent 
similar letters to Senator Harkin and Congressmen Goodlatte and Peterson. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



USDA -
United States DeP11rtment of Agriculture 

The Honorable Tom Harkin 
Chairman 

Office of the Secretary 
Washington, O.C. 20250 

JEC 2 9 2008 

Committee on Agriculture, Nutrition and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Section 10302 of the Food, Conservation, and Energy Act of2008 (P.L. 110-246) requires 
the Department of Agriculture (USDA) to submit a report to the Senate and House Agriculture 
Committees which outlines the progress that has been made in implementing the organic 
production and market data initiatives described in this section and identifies any additional 
production and marketing data needs. The statutory language requires that the Secretary shall, at 
a minimum, do the following: 

I. Collect and distribute comprehensive reporting of prices relating to organically produced 
agricultural products; 

2. Conduct surveys and analysis and publish reports relating to organic production, 
handling, distribution, retail, and trend studies (including consumer purchasing patterns); 
and, 

3. Develop surveys and report statistical analysis on organically produced agricultural 
products. 

The enclosed report highlights the progress made, and future activities planned, by the three 
USDA agencies implementing this section of the Farm Bill. These activities include: modifying 
existing Market News technologies to allow for enhanced reporting of organic data; developing 
surveys and reporting statistical analysis for organic products; and expanding economic surveys 
and reporting of organic production costs and product prices. 

If you have any questions regarding the report, please do not hesitate to contact us. We have 
sent similar letters to Senator Chambliss and Congressmen Peterson and Goodlatte. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity E"1>k>Yer 



Control Number: 5715273

The Honorable Frank Lucas 
Ranking Member 
Committee on Agriculture · 
U.S. House of Representatives 

USDA 
~ 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JAN l 6 2009 

1305 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Lucas: 

On behalf of Department of Agriculture's (USDA) BioPreferredSM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization ofbiobased products and BioPrefened's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of2008 (the Farm Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPrefened Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to repmi that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. · 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 

In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
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BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for prefeITed 
purchasing consideration by a!J Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

I am pleased with the progress of the Bio Preferred Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston and 
Peterson, Congresswoman DeLaurn, and Senators Kohl, Bennett, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable Collin Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 

USDA 
iiiiiii 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

130 1 Longworth House Office Building 
Washington, D.C. 2051 5 

Dear Mr. Chairman: 

On behalf ofDepmtment of Agriculture's (USDA) BioPreferredsM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal govemment's long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferred's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Fann Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPreferred Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

l. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 

In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
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BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for preferred 
purchasing consideration by aJI Federal government agencies ru1d their contractors may be 
added. Including previously designated items, tl1ere are now more than 3,700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

I am pleased with the progress of the Bi0Prefe1Ted Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston and 
Lucas, Congresswoman DeLauro, and Senators Kohl, Bennett, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
~ 

United States Department of Agriculture 

The Honorable Saxby Chambliss 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Committee on Agricultme, Nutrition, and Forestry 
United States Senate 
328-A Senate Russell Office Building 
Washington, DC 20510 

Dear Senator Chambliss: 

On behalf of Department of Agriculture's (USDA) BioPrefenedsM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferTed's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Fam1 Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPrefen-ed Program, including 
the status of the voluntary labeling program and item designations. The Bio Preferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the vo lw1tary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 

In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Feder'!l procurement preference under USDA's 
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The Honorable Saxby Chambliss 
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BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is fina lized, 1,000 additional biobased products for preferred 
purchasing consideration by all Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for preferred procmement under the BioPreferred Program. 

I am pleased with the progress of the BioPreferred Program and thank you for yom 
continued support of the Program. A similar letter was sent to Congressmen Kingston, Peterson, 
and Lucas, Congresswoman DeLauro, and Senators Kohl, Bennett, and Harkin. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA ... 
United States Department of Agriculture 

The Honorable Tom Harkin 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
328A Senate Russell Office Building 
Washington, DC 20510 

Dear Mr. Chairman: 

On behalf of Department of Agricu lture's (USDA) BioPreferredsM Program, (am pleased 
to submit the Bio Preferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government' s long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferred's unique role in canying out that 
commitment. 

The Food, Conservation, and Energy Act of2008 (the Fann Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPreferred Program, including 
the status of the voluntary labeling program and item designations. The Bio Preferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of Bi0Prefe1red. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly I 00 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 

In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
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BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is :finalized, 1,000 additional biobased products for preferred 
purchasing consideration by all Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3, 700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

I am pleased with the progress of the BioPreferred Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston, Peterson, 
and Lucas, Congresswoman DeLauro, and Senators Kohl, Bennett, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
~ 

United States Department of Agriculture 

The Honorable Robert Be1mett 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Conunittee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 205 10 

Dear Senator Bennett: 

On behalf of Department of Agriculture's (USDA) BioPreferredSM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization of biobased products and BioPrefened's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Farm Bill) directed USDA to 
report to Congress on the progress and future planning of the Bio Preferred Program, including 
the status of the voluntary labeling program and item designations. The Bio Preferred Strategic 
Management Plan has been enclosed for your info1mation. 

1 am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPref~rred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing tl1e Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly l 00 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 
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In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federa] procurement preference under USDA's 
BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is fmalized, 1 ,000 additional biobased products for preferred 
pmchasing consideration by all Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

l am pleased with the progress of the BioPreferred Program and thank you for your 
continued suppoti of the Program. A similar Jetter was sent to Congressmen Kingston, Peterson, 
and Lucas, Congresswoman DeLauro, and Senators Kohl, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
iiiiii 

United States Department of Agriculture 

The Honorable Herb Kohl 
Chairman 

Office of the Secretary 
Washington, O.C. 20250 

JAN 1 6 2009 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 205 10 

Dear Mr. Chairman: 

On behalf of Department of Agriculture's (USDA) BioPreferredsM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferred 's unique role in can-ying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Farm Bill) directed USDA to 
report to Congress on the progress and future planning of the Bio Preferred Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your infonnation. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 
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In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for preferred 
purchasing consideration by all Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

I am pleased with the progress of the BioPrefened Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston, Peterson, 
and Lucas, Congresswoman DeLauro, and Senators Bennett, Harkin,, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
iiiii 

United States Department of Agriculture 

The Honorable Jack Kingston 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
I 016 Longworth House Office Building 
Washington, D.C. 205 15 

Dear Congressman Kingston: 

On behalf of Department of Agriculture's (USDA) BioPreferred5
M Program, I am pleased 

to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferTed's uillque role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Farm Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPreferred Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are cmrently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 
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In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
BioPrefenedProgram. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for preferred 
purchasing consideration by all Federal government agencies and their contractors may be 
added. Inc luding previously designated items, there are now more than 3,700 products that may 
qualify for prefe1Ted procurement under the BioPreferred Program. 

I am pleased with the progress of the BioPrefen-ed Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Peterson and Lucas, 
Congresswo1il.an DeLauro, and Senators Kohl, Bennett, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer. 
Secretary 



The Honorable Rosa DeLauro 
Chairwoman 

USDA 
iliiii 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Subcommittee on Agricultme, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

On behalf of Department of Agriculture's (USDA) BioPreferredsM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's Jong-standing commitment to the promotion and 
commercialization ofbiobased products and BioPreferred's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Fa.rm Bill) directed USDA to 
report to Congress on the progress and future planning of the Bio Preferred Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green purchasing 
through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the volw1tary label mlemaking process. 
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In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for preferred 
purchasing consideration by al I Federal government agencies and tJ1eir contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for prefe1Ted procurement under the BioPreferred Program. · 

I am pleased with the progress of the BioPreferred Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston, Peterson, 
and Lucas, and Senators Kohl, Bennett, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



Control Number: 5715273

The Honorable Frank Lucas 
Ranking Member 
Committee on Agriculture · 
U.S. House of Representatives 

USDA 
~ 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JAN l 6 2009 

1305 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Lucas: 

On behalf of Department of Agriculture's (USDA) BioPreferredSM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization ofbiobased products and BioPrefened's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of2008 (the Farm Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPrefened Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to repmi that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. · 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 

In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 

An Equal Oppartunity Employer 

( 



The Honorable Frank Lucas 
Page 2 

BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for prefeITed 
purchasing consideration by a!J Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

I am pleased with the progress of the Bio Preferred Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston and 
Peterson, Congresswoman DeLaurn, and Senators Kohl, Bennett, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable Collin Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 

USDA 
iiiiiii 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

130 1 Longworth House Office Building 
Washington, D.C. 2051 5 

Dear Mr. Chairman: 

On behalf ofDepmtment of Agriculture's (USDA) BioPreferredsM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal govemment's long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferred's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Fann Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPreferred Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

l. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 

In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
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BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for preferred 
purchasing consideration by aJI Federal government agencies ru1d their contractors may be 
added. Including previously designated items, tl1ere are now more than 3,700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

I am pleased with the progress of the Bi0Prefe1Ted Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston and 
Lucas, Congresswoman DeLauro, and Senators Kohl, Bennett, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
~ 

United States Department of Agriculture 

The Honorable Saxby Chambliss 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Committee on Agricultme, Nutrition, and Forestry 
United States Senate 
328-A Senate Russell Office Building 
Washington, DC 20510 

Dear Senator Chambliss: 

On behalf of Department of Agriculture's (USDA) BioPrefenedsM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferTed's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Fam1 Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPrefen-ed Program, including 
the status of the voluntary labeling program and item designations. The Bio Preferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the vo lw1tary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 

In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Feder'!l procurement preference under USDA's 
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BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is fina lized, 1,000 additional biobased products for preferred 
purchasing consideration by all Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for preferred procmement under the BioPreferred Program. 

I am pleased with the progress of the BioPreferred Program and thank you for yom 
continued support of the Program. A similar letter was sent to Congressmen Kingston, Peterson, 
and Lucas, Congresswoman DeLauro, and Senators Kohl, Bennett, and Harkin. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA ... 
United States Department of Agriculture 

The Honorable Tom Harkin 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
328A Senate Russell Office Building 
Washington, DC 20510 

Dear Mr. Chairman: 

On behalf of Department of Agricu lture's (USDA) BioPreferredsM Program, (am pleased 
to submit the Bio Preferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government' s long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferred's unique role in canying out that 
commitment. 

The Food, Conservation, and Energy Act of2008 (the Fann Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPreferred Program, including 
the status of the voluntary labeling program and item designations. The Bio Preferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of Bi0Prefe1red. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly I 00 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 

In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
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BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is :finalized, 1,000 additional biobased products for preferred 
purchasing consideration by all Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3, 700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

I am pleased with the progress of the BioPreferred Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston, Peterson, 
and Lucas, Congresswoman DeLauro, and Senators Kohl, Bennett, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
~ 

United States Department of Agriculture 

The Honorable Robert Be1mett 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Conunittee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 205 10 

Dear Senator Bennett: 

On behalf of Department of Agriculture's (USDA) BioPreferredSM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization of biobased products and BioPrefened's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Farm Bill) directed USDA to 
report to Congress on the progress and future planning of the Bio Preferred Program, including 
the status of the voluntary labeling program and item designations. The Bio Preferred Strategic 
Management Plan has been enclosed for your info1mation. 

1 am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPref~rred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing tl1e Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly l 00 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 
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In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federa] procurement preference under USDA's 
BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is fmalized, 1 ,000 additional biobased products for preferred 
pmchasing consideration by all Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

l am pleased with the progress of the BioPreferred Program and thank you for your 
continued suppoti of the Program. A similar Jetter was sent to Congressmen Kingston, Peterson, 
and Lucas, Congresswoman DeLauro, and Senators Kohl, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
iiiiii 

United States Department of Agriculture 

The Honorable Herb Kohl 
Chairman 

Office of the Secretary 
Washington, O.C. 20250 

JAN 1 6 2009 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 205 10 

Dear Mr. Chairman: 

On behalf of Department of Agriculture's (USDA) BioPreferredsM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferred 's unique role in can-ying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Farm Bill) directed USDA to 
report to Congress on the progress and future planning of the Bio Preferred Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your infonnation. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 
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In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for preferred 
purchasing consideration by all Federal government agencies and their contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for preferred procurement under the BioPreferred Program. 

I am pleased with the progress of the BioPrefened Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston, Peterson, 
and Lucas, Congresswoman DeLauro, and Senators Bennett, Harkin,, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
iiiii 

United States Department of Agriculture 

The Honorable Jack Kingston 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
I 016 Longworth House Office Building 
Washington, D.C. 205 15 

Dear Congressman Kingston: 

On behalf of Department of Agriculture's (USDA) BioPreferred5
M Program, I am pleased 

to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's long-standing commitment to the promotion and 
commercialization of biobased products and BioPreferTed's uillque role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Farm Bill) directed USDA to 
report to Congress on the progress and future planning of the BioPreferred Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green 
purchasing through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are cmrently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the voluntary label rulemaking process. 
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In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
BioPrefenedProgram. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for preferred 
purchasing consideration by all Federal government agencies and their contractors may be 
added. Inc luding previously designated items, there are now more than 3,700 products that may 
qualify for prefe1Ted procurement under the BioPreferred Program. 

I am pleased with the progress of the BioPrefen-ed Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Peterson and Lucas, 
Congresswo1il.an DeLauro, and Senators Kohl, Bennett, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer. 
Secretary 



The Honorable Rosa DeLauro 
Chairwoman 

USDA 
iliiii 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JAN 1 6 2009 

Subcommittee on Agricultme, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

On behalf of Department of Agriculture's (USDA) BioPreferredsM Program, I am pleased 
to submit the BioPreferred Strategic Management Plan for fiscal years (FY) 2009 through 2012. 
The plan reflects the Federal government's Jong-standing commitment to the promotion and 
commercialization ofbiobased products and BioPreferred's unique role in carrying out that 
commitment. 

The Food, Conservation, and Energy Act of 2008 (the Fa.rm Bill) directed USDA to 
report to Congress on the progress and future planning of the Bio Preferred Program, including 
the status of the voluntary labeling program and item designations. The BioPreferred Strategic 
Management Plan has been enclosed for your information. 

I am pleased to report that in FY 2008, BioPreferred achieved significant milestones, 
including: 

1. Hosting the first BioPreferred showcase and training event with the General Services 
Administration; 

2. Designating 27 new items for the preferred procurement program; and 

3. Receiving a White House Closing the Circle Award for leading USDA's green purchasing 
through its implementation of BioPreferred. 

In addition, BioPreferred held a public hearing on the voluntary labeling rule in July 2008 
with nearly 100 stakeholders participating. We are currently working collaboratively with the 
Office of Management and Budget, the Office of the Federal Environmental Executive, and other 
key stakeholders in the hopes of completing the volw1tary label mlemaking process. 
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In October 2008, USDA published a fifth proposed rule designating nine additional 
biobased items (product categories) for Federal procurement preference under USDA's 
BioPreferred Program. To date, 33 items have been designated for Federal Procurement through 
the program. 

When the proposed rule is finalized, 1,000 additional biobased products for preferred 
purchasing consideration by al I Federal government agencies and tJ1eir contractors may be 
added. Including previously designated items, there are now more than 3,700 products that may 
qualify for prefe1Ted procurement under the BioPreferred Program. · 

I am pleased with the progress of the BioPreferred Program and thank you for your 
continued support of the Program. A similar letter was sent to Congressmen Kingston, Peterson, 
and Lucas, and Senators Kohl, Bennett, Harkin, and Chambliss. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 
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USDA 
~ 

United States Department of Agriculture 

APR 2 0 2009 

The Honorable Herbert Kohl 
Chairman 

Office of the Secretary 
Washington. D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United State Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

This letter is in response to the request in the Joint Explanatory Statement for division A of the 
Consolidated Appropriations Act, 2008 (H.R. 2764; Pub. L. 110-16 l ), for the Department of 
Agriculture ' s (USDA) status on reaching management decisions for those audit 
recommendations that have been outstanding more than 180 days. Enclosed is USDA 's 
consolidated report. The report provides information as of January 31, 2009. 

I have directed our senior career team to resolve these issues as we strive to make USDA more 
accountable. We are also conducting an indepth review of the implementation of 
recommendations from closed audits to be sure USDA has done the proper followup. 

Please feel free to contact our Acting Chief Financial Officer Jon M. Holladay at (202) 720-5539 
for further assistance in this matter. 

A similar letter is being sent to Senator Sam Brownback, Congresswoman Rosa DeLauro, and 
Congressman Jack Kingston. 

Sincerely, 

~~:~ 
Secretary 

Enclosure 



USDA -
United States Oepartmenl of Agriculture 

R 2 o 2om 

The Honorable Rosa DeLauro 
Chairwoman 

Office of the Secretary 
Washington. D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Corrunittee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

This letter is in response to the request in the Joint Explanatory Statement for di vision A of the 
Consolidated Appropriations Act, 2008 (I-1.R. 2764; Pub. L. 110-161 ), for the Department of 
Agriculture's (USDA) status on reaching management decisions for those audit 
recommendations that have been outstanding more than 180 days . Enclosed is USDA' s 
consolidated report. The report provides infonnation as of January 31 , 2009. 

I have directed our senior career team to resolve these issues as we strive to make USDA more 
accountable. We are also conducting an indepth review of the implementation of 
recommendations from closed audits to be sure USDA has done the proper follovvup . 

Please feel free to contact our Acting Chief Financial Officer Jon M. Holladay at (202) 720-5539 
for further assistance in this matter. 

A similar letter is being sent to Congressman Jack Kingston, Senator Herbert Kohl, and 
Senator Sam Brownback. 

Sincerely, 

~V,fJ.____, 
Thomas J. Vilsack 
Secretary 

Enclosure 



USDA 
~ 

United States Department ol Agriculture 

APR 2 0 2009 

The Honorable Jack Kingston 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration , and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 2051 S 

Dear Congressman Kingston : 

This lener is in response to the request in the Joint Explanatory Statement for division A of the 
Consolidated Appropriations Act, 2008 (H .R. 2764; Pub. L. 110-161 ), for the Department of 
Agriculture's (USDA) status on reaching management decisions for those audit 
recommendations that bave been outstanding more than 180 days . Enclosed is USDA 's 
consolidated report. The report provides infonnation as of January 31 , 2009. 

l have directed our senior career team to resolve these issues as we strive to make USDA more 
accountable. We are also conducting an indepth review of the implementation of 
recommendations from closed audits to be sure USDA has done the proper followup . 

Please feel free to contact our Acting Chief Financial Officer Jon M. Holladay at (202) 720-5539 
for further assistance in this matter. 

A similar letter is being sent to Congresswoman Rosa DeLauro, Senator Herbert Koh!, and 
Senator Sam Brownback. 

Sincerely, 

Thomas J. Vi\sack 
Secretary 

Enclosure 



APR 2 0 2009 

The Honorable Sam Brownback 
Ranking Member 

USDA 
~ 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Office Building 
Washington , D.C. 20510-4403 

Dear Senator Brownback: 

This letter is in response to the request in the Joint Explanatory Statement for di vision A of the 
Consolidated Appropriations Act, 2008 (H.R. 2764 ; Pub. L. 110-161 ), for the Department of 
Agriculture ' s (USDA) status on reaching management decisions for those audit 
recommendations that have been outstanding more than 180 days. Enclosed is USDA 's 
consolidated report . The report provides information as of January 3 l, 2009. 

I have directed our senior career team to resolve these issues as we strive to make USDA more 
accountable . We are also conducting an indepth review of the implementation of 
recommendations from closed audits to be sure USDA has done the proper followup. 

Please feel free to contact our Acting Chief Financial Officer Jon M. Holladay at (202) 720-5539 
for further assistance in this matter. 

A similar letter is being sent to Senator Herbert Kohl , Congresswoman Rosa DeLauro, and 
Congressman Jack Kingston. 

Sincerely, 

UlGV&J_, 
Thomas J. Vilsack 
Secretary 

Enclosure 



Control Number: 5742941

The Honorable Frank D. Lucas 
Ranking Member 
House Committee on Agriculture 

USDA -
Unhed States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

JUL 1 4 2009 

1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Lucas: 

Enclosed is the report on Perennial Crops, Pecans and the Federal Crop Insurance Program, as 
required by section 12030 of the Food, Conservation, and Energy Act of 2008. This report is 
focused on the concerns specific to perennial crop producers, particularly the effects of 
downward trending and alternate bearing (i.e., variable yields). A separate report to Congress 
will address the declining yield concerns of perennial and annual crop producers. 

A similar letter has been sent to Senators Chambliss, Harkin, Inouye, and Cochran, and 
Congressmen Peterson, Obey, and Lewis. 

Sincerely, 

G l1~F<.Y--<.. L.--

Thomas J. Vilsack 
Secretary 

Enclosure 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

The Honorable Collin C. Peterson 
Chairman 
House Committee on Agriculture 
1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

JUL 1 4 2009 

Enclosed is the report on Perennial Crops, Pecans and the Federal Crop Insurance Program, as 
required by section 12030 of the Food, Conservation, and Energy Act of 2008. This report is 
focused on the concerns specific to perennial crop producers, particularly the effects of 
downward trending and alternate bearing (i.e., variable yields). A separate report to Congress 
will address the declining yield concerns of perennial and annual crop producers. 

A similar letter has been sent to Senators Chambliss, Harkin, Cochran, and Inouye, and 
Congressmen Obey, Lucas, and Lewis 

Sincerely, 

~1J~~L_ 
Secretary 

Enclosure 

An Equal Opportunity E~r 



USDA -
Unhed States Department of Agriculture 
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Executive Sun1mary 
Section 12030 of the Food, Conservation, and Energy Act of 2008 directed the Secretary of 
Agriculture to deliver to the House Committee on Agriculture and to the Senate Committee on 
Agriculture, Nutrition, and Forestry a report on options for addressing the effects of declining 
and variable yields for perennial crops in the Federal crop insurance program. Specifically, 
section 12030 reads as follows : 

Not later than 180 days after the date of enactment of this Act, the Secretary shall submit to 
the Committee on Agriculture of the House of Representatives and the Committee on 
Agriculture, Nutrition, and Forestry of the Senate a report containing details about activities 
and administrative options of the Federal Crop Insurance Corporation and Risk 
Management Agency that address issues relating to-

( 1) declining yields on the actual production histories of producers; and 
(2) declining and variable yields for perennial crops, including pecans. 

This report is focused on the concerns specific to perennial crop producers, particularly the 
effects of downward trending and alternate bearing. A separate report to Congress will address 
the declining yield concerns of perennial and annual crop producers. 

For most perennial crops productive capability is negligible until a certain stage of growth is 
reached. Once this point is attained production increases rapidly until some maximum 
physiological level is achieved and then remains relatively constant until age, disease, etc. begin 
to reduce the plant's productivity. Another physiological characteristic of some perennial crops 
is alternate bearing-a phenomenon characterized by alternating periods of high and low yields. 
Adverse environmental conditions are often thought to initiate alternate bearing as the stress may 
leave plants more susceptible to damage from conditions including freeze, high temperatures and 
drought, etc. 

Procedures developed by the Risk Management Agency (RMA) provide adjustments to 
insurance guarantees to address downward trending and alternate bearing. Conceptually, such 
adjustments may be appropriate if the insurance guarantee is to be consistent with production 
expectations-though at the cost of potentially providing the producer with a lower insurance 
guarantee. The practical impact of these adjustments (or of not making adjustments) depends on 
how prevalent and predictable are these phenomena. If downward trending and alternate bearing 
are relatively frequent occurrences, providing guarantees higher than experience suggests is 
warranted will eventually necessitate premium rate increases . However, higher premium rates 
will lead to reduced program participation and/or negatively impact coverage level choices. Yet, 
reducing guarantees to reflect the effects of downward trending and alternate bearing may be 
perceived as decreasing the value of the crop insurance coverage. Therefore, key issues are: (1) 
how prevalent are downward trending and alternate bearing; and (2) how appropriate are the 
current procedural adjustments to address these situations. 

Recognizing these concerns, in 2005, RMA solicited proposals for an evaluation of insurance 
coverage for perennial crops with a particular focus on the alternate bearing and downward 
trending adjustments. The objectives of the evaluation were to: 



• Provide a comprehensive evaluation of the existing perennial crop actual production history 
(APH) insurance program, underwriting methods, and procedures; 

• Provide an assessment of whether present underwriting methods and procedures are 
appropriate to maintain an actuarially sound insurance program and establish uniformity and 
consistency by crop or crops across RMA regions; and 

• Provide recommendations for program improvements. 

In regards to the frequency of alternate bearing and downward trending, the study noted that 
adjustments for these phenomena are not particularly prevalent, as indicated in the following 
passage: 

Of the 50,191 databases, 1,165 (2.32 %) were adjusted for alternate bearing and 851(1.70%) 
were adjusted for down[ ward} trending. In addition, 496 policies (0.99%) had the 
down[ ward] trending adjustment waived via RO [RMA regional office]-issued underwriting 
guidelines and 1,848 (3.68%) had RO determined yields. 

Also, the study concluded that the current alternate bearing adjustment introduces significant 
complexity with relatively few offsetting benefits, noting that: 

More generally, however, the inability of the CIH formula [ RMA Crop Insurance Handbook 
adjustment procedure] to do a better job than a simple average predicting the next season's 
yield, coupled with the evidence of low persistence of the up-down pattern, lead us to 
conclude that the test is of little benefit in aggregate. 

A similar conclusion was reached with regard to the downward trending adjustment: 

Down[ ward] trending yields are a fact of life at some point for most of these crops. None of 
the formula adjustments do a very good job of predicting the coming year's yield. Only 
about half the time is the next year's yield actually below 75% of the APH. Nevertheless, our 
tests indicate that the CIH downward trending adjustment more accurately predicts yields 
than the APH yield for crops with a JO-year APH. However, moving to a shorter (four to six) 
year average would do almost as well. 

Based on the findings of the contracted evaluation, as well as its own analysis, RMA provides 
the following recommendations for addressing the effects of variable yields for perennial crops 
in the Federal crop insurance program. 

1. Greater flexibility to establish the base period for determining the approved yield for 
perennial crops, in particular, by adopting a base period shorter than the current 10 years. 

2. Replace the current catastrophic yield adjustment based on regional average yields with an 
adjustment based on the actual production history of the producer. 

3. Restrict the use of the alternate bearing and downward trending adjustments when a shorter 
base period is implemented. 
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4. Enhance policy and procedure for adjustments in measured acreage when there is a 
significant reduction in the stand from the previous year. 

5. Modify the Pecan Revenue program to specify a minimum level of revenue that must be 
achieved as a condition of insurability, reduce the minimum age requirement, and add 
percent stand requirements similar to other nut crops such as almonds. A catastrophic 
adjustment based on the producer's history would also be implemented for pecan growers, 
similar to that of other perennial crops as indicated in recommendation 2. 

Recommendations 1 and 2 above will require legislative changes in order for RMA to 
implement. Recommendation 3 can be accomplished administratively; however, the desired 
impact will not be achieved unless RMA is able to concurrently implement recommendation 1. 
Aside from the catastrophic adjustment for pecan growers, recommendations 4 and 5 require 
only administrative changes, which RMA is implementing. 
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1. Background 

Section 12030 of the Food, Conservation, and Energy Act of 2008 (2008 Farm Bill) directed the 
Secretary of Agriculture (Secretary) to provide Congress with a report on options for addressing 
the effects of declining and variable yields for perennial crops in the Federal crop insurance 
program. Specifically, section 12030 reads as follows: 

Not later than 180 days after the date of enactment of this Act, the Secretary shall submit to 
the Committee on Agriculture of the House of Representatives and the Committee on 
Agriculture, Nutrition, and Fores try of the Senate a report containing details about activities 
and administrative options of the Federal Crop Insurance Corporation and Risk 
Management Agency that address issues relating to-

( I) declining yields on the actual production histories of producers; and 
(2) declining and variable yields for perennial crops, including pecans. 

As stated in the conference report "The Managers recognize risk management challenges faced 
by producers, especially with respect to declining yields in light of increases in premiums. 
Managers also understand that there are unique issues with yield variability for perennial crops, 
such as pecans. The Managers are interested in the Department of Agriculture's activities to 
address these issues and options that the Department has to address these issues 
administratively." This report is focused on the concerns specific to perennial crop producers, 
particularly the variable yield adjustments to reflect the effects of downward trending and 
alternate bearing. A separate report to Congress will address the declining yield concerns of 
perennial and annual crop producers. 

A perennial crop, as defined by the Federal Crop Insurance Corporation (FCIC), is a plant, bush, 
tree, or vine crop that has a life span of more than one year. 1 Perennial crops insured under the 
actual production history (APH) plan of insurance include almonds, apples, avocados, citrus, 
blueberries, cranberries, figs, grapes, macadamia nuts, pears, plums, prunes, stonefruit (apricots, 
nectarines and peaches), table grapes, walnuts, and Hawaii Tropical Fruit (bananas, coffee and 
papaya). The APH plan of insurance protects against the loss of production due to natural causes 
such as hail, fire, drought, etc. The insurance guarantee for APH-based policies is based on an 
average of the insured producer's individual yield history. The producer selects the amount of 
the average yield he or she wishes to insure - from 50 to 75 percent2 

- in order to establish the 
insurance guarantee. If the actual yield is less than the insurance guarantee, the producer is paid 
an indemnity based on the difference. The amount of the indemnity is calculated as the product 
of the yield shortfall and the price election chosen by the producer. This price election is 
determined as the product of the expected market price (as determined by the Risk Management 
Agency (RMA)) and the percentage of that price the producer wishes to insure - from 55 to 100 
percent. 

Citrus crops in some areas, particularly in California and Florida, can also be insured under the 
Dollar Revenue plan of insurance. Dollar Revenue plans represent a hybrid between revenue 

1 Perennial plants (e.g., the trees, vines, bushes) are insurable under separate plans of insurance from perennial crops 
(fruits, nuts, etc.). This report focuses on insurance for perennial crops. 
2 For crops in some areas coverage levels of up to 85 percent are available. 
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coverage and yield coverage. The guarantee is based on the cost of growing a crop in a specific 
area, and there is one reference dollar value for a county. Producers choose a coverage level 
ranging from 50 to 85 percent of the reference dollar value, which determines the amount of 
insurance. A loss occurs when the value of the crop is less than the amount of insurance. The 
value of the crop typically is determined by calculating the average price realized from sales, 
minus an amount representing harvest costs and other post-production value-added activities, 
multiplied by the quantity sold. 

Pecans are insurable under the Pecan Revenue plan of insurance, which bases the producer's 
insurance guarantee on an average of his or her historical cash receipts from pecan production. 
The Pecan Revenue program requires a two year policy as a result of the crop's inherent 
tendency to alternate bearing. The producer can choose to insure from 50 to 75 percent of the 
historical average revenue to establish the guarantee. An insured loss results when the value of 
pecan production is less than the guarantee, whether due to a production/quality loss, a price 
decline, or some combination thereof. The actual revenue history (ARH) plan of insurance was 
recently introduced on a pilot basis for cherries. As with Pecan Revenue, the ARH insurance 
guarantee is based on an average of the producer's historical cash receipts, and an indemnity is 
paid when the value of production is less than this guarantee.3 The ARH program design is 
being evaluated as a basis for providing revenue coverage to other crops that lack a centralized 
price discovery mechanism (for example, a commodity futures exchange), including citrus, 
lentils and sugar beets. 

Objectives of the Federal Crop Insurance Program 
There are three general objectives that govern the administration of the Federal crop insurance 
program. The first is to provide effective risk management products to producers. The second is 
to increase program participation by expanding availability into new crops and regions. The 
third is to maintain actuarial soundness. Critical to achieving the first two objectives is that the 
insurance products must provide adequate amounts of protection and the associated premium 
rates must be affordable as perceived by producers. The third objective - actuarial soundness -
is required by sections 506(n) and 508(d) of the Federal Crop Insurance Act (Act). The usual 
measure of actuarial soundness in the insurance industry is the loss ratio, calculated as incurred 
losses divided by earned premiums. Section 506(n)(2) of the Act, as amended by the 2008 Farm 
Bill, mandates the Federal crop insurance program operate with a projected loss ratio of no 
greater than 1.0, which means that premium collections are sufficient to cover the indemnities 
paid to policyholders.4 

Yet, there is an inherent tension among the objectives of maintaining actuarial soundness, 
providing affordable premium rates, and providing an adequate amount of protection. Increasing 
the amount of protection or adding new coverage will lead to higher premium rates, given the 
statutory mandate that actuarial soundness be maintained. However, raising premium rates to 
maintain actuarial soundness will likely dissuade some producers from purchasing a Federal crop 

3 While both Pecan Revenue and ARH provide revenue coverage in a similar manner, the underwriting and 
administration of the two programs are somewhat different. 
4 Section 502(b)(6) of the Act, as well as section 508(d)(2), specifies that the premium collections shall be sufficient 
to cover anticipated losses and a reasonable reserve. 
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insurance policy and/or negatively impact coverage level choices, thereby reducing program 
participation and program benefits. 

Concerns of Perennial Crop Producers 
Although perennial crop producers may have declining yield concerns similar to those of annual 
crop producers, they have relayed specific concerns related to the adjustments to insurance 
guarantees to reflect the effects of downward trending and alternate bearing. Downward 
trending reflects the finite commercial life of perennial crops. The productivity of most 
perennial crops follows a similar pattern, as depicted in Figure 1: (1) establishment - productive 
capability is zero as the plant is established and growth begins; (2) development - once a certain 
stage of growth is reached (maturity of the perennial plant), production begins and productive 
capability increases exponentially until some maximum physiological level is achieved; (3) 
maintenance - maximum productive capability remains relatively constant for a period of years; 
and (4) decline - productivity begins to decline as age, disease, etc. reduce the plant's productive 
capacity. In commercial situations the plant is often kept in production for some period of time 
after the onset of decline because the cost of replacement (for example, costs of new stock and 
replanting, no production during the establishment stage, etc.) exceeds the value of the lost 
production. However, eventually the decline in production becomes so great that it is more 
profitable to replace the aged tree, vine or bush. The physiological phenomenon whereby 
productivity begins to decline as the plant becomes aged is referred to as downward trending. 

Figure 1: Depiction of Downward Trending for Perennial 
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Another physiological characteristic of some perennial crops is alternate bearing - a pattern of 
alternating years of high and low yields as portrayed in Figure 2. Adverse environmental 
conditions are often thought to initiate alternate bearing, though some perennials may exhibit the 
phenomenon even in the absence of environmental stresses. For example, a period of high 
production may leave plants weakened and stressed and, therefore, more susceptible to damage 
from freeze, high temperatures, drought, etc. Once such damage is incurred, the plant redirects 
its resources to repair and recovery rather than to crop production. Thus, a period of high 
production ("on-years") is followed by a period of low production ("off-years"). Alternate 
bearing has been documented in certain deciduous fruits , including apple, pear, plums, prunes, 

3 



apricot, cranberry, and blackberry, as well as in various citrus fruits . Other perennial crops, such 
as figs, grapes, and peaches, have demonstrated the ability to produce a full crop every year. 

Figure 2: Depiction of Alternate Bearing for Perennial Crops 
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As discussed in section 2 of this report, RMA procedures provide adjustments to the insured ' s 
guarantee to address downward trending and alternate bearing situations. Conceptually 
adjustments may be appropriate if the insurance guarantee is to be consistent with production 
expectations - though at the cost of potentially providing the producer with a lower insurance 
guarantee. The practical impacts of such adjustments (or of not making these adjustments) 
depend on how prevalent and demonstrable are these phenomena. If downward trending and 
alternate bearing are relatively prevalent, providing guarantees higher than experience may 
suggest is warranted will eventually necessitate premium rate increases. Of course, higher 
premium rates will reduce program participation and/or negatively impact coverage level 
choices. Yet, reducing guarantees to reflect the effects of downward trending and alternate 
bearing may be perceived as decreasing the value of the crop insurance coverage. A further 
consideration is that proper management practices may mitigate the some of the effects of 
downward trending and alternate bearing, but multiple catastrophic years can erode the 
effectiveness of even the best management practices. Differentiating between yield declines 
attributable to downward trending/alternate bearing and declining yield situations due to multiple 
catastrophic years can be problematic. 

Contracted Perennial Crop Evaluation 
Recognizing these concerns and issues, RMA solicited proposals for an evaluation of insurance 
coverage for perennial crops with a particular focus on the alternate bearing and downward 
trending adjustments . The contract was awarded to Promar International (Promar). The 
objectives of the evaluation were to: 

• Provide a comprehensive evaluation of the existing perennial crop APH insurance program, 
underwriting methods, and procedures; 
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• Provide an assessment of whether present underwriting methods and procedures are 
appropriate to maintain an actuarially sound insurance program and establish uniformity and 
consistency by crop or crops across RMA regions; and 

• Provide recommendations for program improvements. 

The contract emphasized a review of RMA's current methods and procedures for adjusting 
insurance guarantees for alternate bearing or downward trending situations. 

To keep the scope of the evaluation manageable, the evaluation was primarily focused on six 
perennial crops in five regions, as depicted in the Table 1. These six crops account for about 75 
percent of total program liabilities for all perennial crops. The five regions account for about 97 
percent of national liability for perennial crops. The contractor engaged crop experts from each 
of the regions to assist in the evaluation, in addition to conducting multiple listening sessions in 
each region to solicit feedback from producers, agents, and other interested parties. The 
contracted study was delivered to RMA in April, 2007. A copy of the study is provided as an 
appendix to this report. 

Table 1. Targeted Perennial Crops and Regions 

Crop/Region West Mid-Atlantic 
Pacific-

Midwest Southeast 
Northwest 

Apples x x x x x 
Peaches x x x x x 
Grapes x x x x 
Oranges x 
Almonds x 

Blueberries x 

Subsequent to delivery of the contracted study, RMA established an internal Perennial Crop 
Review Team that was charged with the responsibility of reviewing the final report, considering 
other program improvements identified by the team outside of those contained in the contracted 
evaluation, and providing recommendations on those changes that would enhance the overall 
program for perennial crops. In particular, the review team: 

• Provided recommendations for changes and improvement to the perennial crop underwriting 
procedure and all related functions , including the rationale identifying the pros, cons and 
associated impacts of the recommended actions; 

• Evaluated required changes to regulations, policies or procedures; and 
• Developed implementation timeframes. 

The analysis and evaluations conducted by the Perennial Crop Review Team form the basis of 
the recommendations contained in this report. 
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2. Underwriting of Perennial Crops 

FCIC offers multiple peril crop insurance for perennial crops to cover loss of production due to 
natural causes, but not losses due to a failure to follow good farnting practices or that are 
inherent to the life-cycle of the plant.5 The productivity of perennial crops is heavily influenced 
by the producer's production choices. Examples include variables such as location, climate, soil, 
cultural practices (for example, crop, rootstock, planting pattern, density, pruning, which 
includes method and pattern, fertilization, weed control, crop thinning, pest control, insecticide, 
pollinators, use of bees, disease control, fungicide, and frost control), or other management 
practices such as gafting, dehoming/buckhorning/stumping, acreage thinning, and interplanting 
new, similar or different varieties of the same or other crops. These factors are often inter
related, and many are influenced by timing and frequency. This makes the underwriting of 
perennial crops inherently more difficult as these factors must be addressed when deterntining 
coverage and establishing the policy and procedures for insurance. 

For APH insurance plans for perennial crops, the insurance guarantee is based on a simple 
average of four to ten years of actual historical yields (approved APH yield), multiplied by the 
coverage level chosen by the producer. The assumption behind the simple averaging procedure 
of the APH plan of insurance is that historical yield performance is the best predictor of future 
yield performance. Transitional yields CT-Yields) are available to use in place of actual yields 
when fewer than four years of actual production history are available to determine the guarantee. 
T-Yields are typically based on county average yields as reported by the USDA National 
Agricultural Statistics Service (NASS), for the type, variety, practice, etc. as applicable. 
Establishing T-Yields for perennial crops can be difficult because credible data is often lacking, 
particularly at the level of detail necessary for perennial crop insurance which may vary by age 
and density of the trees. For certain perennial crops, minimum age and/or production 
requirements may also be applicable before insurance attaches. 

Adjustments to Historical Average Yields for Perennial Crops 
In some situations the historical average yield may also be a poor predictor of future expected 
yields. Depending on circumstances, there are various potential adjustments to the simple 
average yield. Of note are the following adjustments: 

A. Yield adjustment. 
B. High variability. 

• Alternate bearing. 
• Downward trending. 

C. Determined yield. 

The yield adjustment serves to limit the impact of low actual yields due to insured causes of loss 
on an insured producer's guarantee. The purpose of the high variability adjustment for 
down ward trending is to reduce the guarantee to be consistent with production expectations 
when the perennial plant begins to experience a decline in productivity. The alternate bearing 

5 The Federal Crop Insurance Act authorizes indemnity payments only for loss of production resulting from 
naturally occurring causes of loss such as drought and hail, along with price movements in the case of revenue plans 
of insurance. 
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adjustment attempts to adjust the guarantee to reflect the high-low yield pattern present in 
alternate bearing situations to prevent over and underinsurance. Further discussion of these 
adjustments is provided below. 

A. The yield adjustment (YA) is generally availab1e to perennial crop producers to avoid large 
year-to-year declines in the approved APH yield. The YA allows producers to substitute 60 
percent of the applicable T-Yield for actual yields that are less than 60 percent of the T-Yield 
due to insured causes of loss in the determination of the approved APH yield. The yield 
adjustment was introduced by the Agriculture Risk Protection Act of 2000 (ARPA) and 
implemented for the 2001 crop year. 

In order to benefit from the YA, an insured's actual yield must be less than 60 percent of the 
T-Yield. For those producers who typically realize yields above the county average, this 
may be an infrequent occurrence and the yield adjustment generally has little or no effect on 
their approved APH yield. In contrast, producers with yields below the county average may 
receive substantial benefit from the YA since a higher proportion of their yields are likely to 
fall below 60 percent of the county T-Yield. Furthermore, producers with yields that are 
inherently low may use the YA to increase their approved APH yield even during periods of 
normal yields. For example, consider a producer whose actual yields typically average only 
40 percent of the county T-Yield. The approved APH yield for this producer will 
nevertheless be at least 60 percent of the county T-Yield because of the YA. 

B. RMA's current underwriting procedures provide for a high variability yield adjustment that 
may be applicable in certain situations to account for the presence of either alternate bearing 
or downward trending. A series of tests are pertormed to determine the applicability of either 
the alternate bearing or the downward trending adjustment for a block or unit, as well as the 
amount of any applicable adjustment. 

C. For situations when the approved insurance provider (AIP) cannot apply the alternate bearing 
or downward trending tests, an RMA Regional Office (RO) review and determined yield is 
required. Also, if the insured producer disputes the alternate bearing or downward trending 
adjustment calculated by the AIP, the insured can request an RO review and determined 
yield. Other situations that may give rise to an RO determined yield include the approval of 
insurability at earlier growth stages than specified in the Crop Provisions, or information 
provided by the producer that indicate reduced productivity, including a change in 
management practices or an inadequate irrigation water supply. 

Underwriting and Risk Classification 
Most perennial crops are "flat-rated". This simply means that for a given coverage level the 
premium rate is the same for all producers of the crop in the county. For a few perennial crops, 
the premium rate for a given coverage level varies based on the producer's risk classification.6 

RMA' s rating function, as applied to these latter crops, imply that the risk of an payable loss is a 
decreasing function of yield, which means that the frequency and severity of payable losses are 
greater for producers with a below-average yield (relative to the county average) than for 
producers with an above-average yield. The degree to which an insured's average yield is above 

6 Such a variable rate structure is used for most annual crops insured under an APH-based plan of insurance. 
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the county average, the insured's premium rate is reduced and vice-versa, as illustrated in the 
Figure 3. Thus, the average yield not only determines the insurance guarantee but also affects 
the premium rate paid by the producer. 

Figure 3: Relationship Between an Individual's Yield and Premium Rate 
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The variability of yields that is typical to the growth and production pattern for some perennial 
crops complicates this method of risk classification, especially when dealing with the individual 
blocks that are common to many perennial crops such as trees. For example, recall the typical 
growth pattern of many perennial crops as illustrated above in Figure 1. Yields during the 
development stage are often lower, though rapidly increasing. Even though yields are lower 
during this stage, the block may have high vigor and thus be more resistant to damage than it 
would be at a later stage. In this situation, a lower yield does not necessarily equate to higher 
risk. Conversely, during the decline stage the perennial plant is considerably aged, downward 
trending is present, and vigor may be reduced. In this situation, the lower yield may indeed 
equate to higher risk . As a result, the risk classification for many perennials considers factors 
other than yield, including practice, type, variety, density, and age. 

A further consequence of risk classification based on yield is that when a producer experiences a 
period of low yields , not only does the insurance guarantee decline but the assessed premium rate 
increases. This decline in an insured ' s guarantee, and the corresponding increase in the premium 
rate, can reduce the usefulness of crop insurance for some participants . This gives rise to 
pressure on Congress and RMA to do something to mitigate the impact of the low yields on the 
insurance offer to affected producers. The yield adjustment is an attempt to address concerns 
about the impact of low actual yields on insurance guarantees. Because this measure increases 
the guarantee of affected producers and, therefore, generates larger program losses, premium 
rates are necessarily higher given the statutory requirement that the program be actuarially 
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sound, as discussed above.7 Similarly, eliminating the downward trending and alternate bearing 
adjustments may lead to larger program losses and higher premium rates - if these two 
phenomena occur with regularity and guarantees are not appropriately adjusted. Producers, 
however, have concerns regarding the appropriateness pf the downward trending and alternate 
bearing adjustments and with the consistency of these adjustments between regions. Therefore, 
the key issues are: (1) how prevalent are the downward trending and alternate bearing 
tendencies; and (2) how appropriate are the current procedural adjustments to address these 
situations. The conclusions of the contracted study with regard to these and other issues are 
presented in the following section of the report. 

7 Section 506(n)(2) of the Federal Crop Insurance Act, as amended by the 2008 Farm Bill, requires the federal crop 
insurance program to operate with a loss ratio of no greater than 1.0, i.e., premiums collected must approximately 
equal indemnities paid. The immediate implication of this requirement is that as indemnities increase, so too must 
premium rates increase if actuarial soundness is to be maintained. 
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3. Summary of Findings from the Contracted Study 

The complete Promar evaluation of the perennial crop APH insurance program, underwriting 
methods, and procedures is provided as an appendix to this report. A summary of the study's 
key findings is provided below, with a particular focus on issues surrounding downward trending 
and alternate bearing. 

Incidence of alternate bearing and downward trending 
The Promar evaluation found that adjustments for alternate bearing and downward trending are 
relatively infrequent based on an analysis of over 50,000 APH databases for the perennial crops 
under study. About 2.3 percent of the APH databases were adjusted for alternate bearing, and 
about 1.7 percent of the databases were adjusted for downward trending. An additional 3.7 
percent of the databases had RO detennined yields. The variation among regions regarding the 
incidence of alternate bearing and downward trending was not great, though the frequency of 
adjustments tended to be lowest in the West region. However, the West region accounted for the 
largest number of adjusted databases, primarily because the region accounts for such a large 
share of perennial crop production. 

Length of APH period 
The APH program is premised on the idea that an individual's past production history (actual 
production history) is the best predictor of his/her expected (future) production, and is therefore 
the most appropriate basis for establishing the individual's insurance guarantee. However, 
perennial crops tend to exhibit much greater yield variability than do annual crops, even in years 
of "normal" weather. In particular, the Promar study found that the average yield deviation for 
the perennial crops under study generally ranged from 25 to 50 percent, expressed relative to the 
average yield of the corresponding APH database. Based on this finding, Promar evaluated the 
predictive ability of alternative (shorter) time periods for constructing an APH database, relative 
to the standard 10-year APH database. The study concluded that a shorter (4-6 year) average is 
at least as accurate as a 10-year average, as indicated in the following excerpt: 

In Light of the above, we conducted a set of tests intended to determine whether a shorter 
experience period would predict yields as well as or better than the standard ten years. In 
general, our approach was to calculate successively shorter "APH periods " (nine year 
average, eight-eight year average ... through four-year average), and to compare these to the 
actual yields. We measured the difference between the predicted and average yield, and 
averaged this difference for all usable databases. Our conclusion is that a 4-6 year average 
works as well as or better than Longer period averages. 

Alternate bearing 
Promar conducted listening sessions at 13 locations across the country in the course of their 
evaluation. The consensus opinion among the participants, which included producers , insurance 
providers and academic researchers, is that alternate bearing is not a major issue or concern 
among perennial crop producers. This is because cultural practices have enabled producers to 
largely mitigate the impact that alternate bearing would otherwise have on production patterns. 
The exception is citrus for which specific cultural practices are not used to manage alternate 
bearing tendencies. 
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Promar also evaluated the effectiveness of the alternate bearing adjustments using tests of 
accuracy and persistency. The test of accuracy compared the predictive ability of the current 
alternate bearing adjustments to the predictive ability of various alternatives for determining the 
approved APH yield. The contractor concluded that a four or five year APH database was as 
accurate as the current alternate bearing adjustments. For the test of persistency, Promar 
assessed whether perennial crops continued to exhibit the alternate bearing pattern after the 
alternate bearing adjustment had been triggered. The contractor concluded that, in general, the 
expected pattern was realized less than half of the time. In addition for an approximately equal 
number of cases, the outcome was opposite that whkh would be expected from alternate bearing. 
Given these results, Promar concluded that the alternate bearing adjustments should be generally 
eliminated in favor of a shorter APH database, though RMA regional offices would retain 
optional authority to adjust APH databases for alternate bearing if warranted. 

We concluded that these two tests provide very strong arguments for eliminating the 
alternate bearing adjustment as a general requirement. The alternate bearing test should 
certainly not be applied to crops like peaches, nectarines, figs and grapes where it is not a 
documented phenomenon. More generally, however, the inability of the CJH formula to do a 
better job than a simple average predicting the next season's yield, coupled with the evidence 
of low persistence of the up-down pattern, lead us to conclude that the test is of little benefit 
in aggregate. 

Downward trending 
As with alternate bearing, downward trending was not identified as a major issue or concern in 
the listening sessions. Producers recognize that most perennial crops have a limited commercial 
lifespan, that yields will eventually begin to decline, and that insurance guarantees should 
appropriately reflect the effects of downward trending. 

Similar to alternate bearing, Promar evaluated the effectiveness of the downward trending 
adjustments using tests of predictive ability and persistency. The test of accuracy compared the 
predictive ability of the current downward bearing adjustments to the predictive ability of 
various alternatives for determining the approved APH yield. The current downward trending 
adjustments perform better than a simple 10-year average. However, the predictive ability of the 
four or five year averages is equal to that of the current downward trending adjustments. The 
persistency test assessed the percentage of APH databases that continue to exhibit the downward 
trending pattern after the downward trending adjustment has been triggered. Similar to alternate 
bearing, less than half of the databases showed a continuation of the downward trending pattern. 
Promar concluded that a shorter (4 or 5 year) APH database would generally perform 
approximately as well as the current downward trending adjustment. 

Down/ward] trending yields are a fact of life at some point for most of these crops. None of 
the formula adjustments do a very good job of predicting the coming year's yield. Only 
about half the time is the next year's yield actually below 75% of the APH. Nevertheless, our 
tests indicate that the CJH downward trending adjustment more accurately predicts yields 
than the APH yield for crops with a JO-year APH. However, moving to a shorter (four to six) 
year average would do almost as well. 
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4. RMA Recontntendations 

Section 12030 of the 2008 Farm Bill directed the Secretary deliver to Congress a report on 
options for addressing the effects of declining and variable yields for perennial crops in the 
federal crop insurance program. Congress was particularly interested in the administrative 
options open to RMA for addressing these issues. The RMA Perennial Crop Review Team 
evaluated the findings of the contracted evaluation and conducted additional analysis in 
developing its recommendations for the perennial crop program. These recommendations were 
reviewed within the agency before being formalized as RMA' s recommendations. 

As directed by Congress, below are RMA's recommendations for addressing the effects of 
declining and variable yields for perennial crops, including a discussion of the changes that can 
be accomplished administratively and those that require enabling legislation. These 
recommendations are an effort to unify the crop insurance program for perennial crops, improve 
underwriting methods and procedures to maintain an actuarially sound insurance program, 
establish uniformity and consistency by crop or crops across RMA regions where appropriate, 
and enhance the overall program for perennial crops. These changes would impact the APH
based perennial crop programs, and other perennial plans of insurance. A brief synopsis of the 
major recommendations for the perennial crop program is provided below: 

1. Greater flexibility to establish the base period and method for determining the approved 
yield, for example, by shortening the base period for establishing the approved yield from 10 
years to a shorter period. The contracted evaluation indicates that an approved yield based 
on a shorter time period can provide a more appropriate guarantee reflective of the current 
growth stage and capabilities. 

2. Use producer history for catastrophic yield adjustments for APH-based perennial crop 
programs in place of the current adjustments based on regional average yields. Basing a 
catastrophic adjustment on T-Yields derived from regional average yields may not be 
equitable, particularly for perennial crops as yields may vary by plant density, age, etc. For 
example, producers with expected yields well above the county average arguably receive 
inadequate benefit from a county-based catastrophic adjustment. Conversely, producers with 
expected yields well below the county average arguably receive excessive benefit. 

3. Restrict the applicability of the alternate bearing and downward trending adjustments as a 
shorter base period is implemented. The shorter base period will generally provide adequate 
responsiveness to changes in the crop ' s productive capability, negating much of the need for 
the current high variability adjustments. 

4. Enhance policy and procedure for adjustments in measured acreage when there is a 
significant reduction in the stand from the previous year. Currently all acreage in the block 
may be counted in the acreage determination, even though a significant portion of the 
acreage may be out of production (for example, a storm uproots a large number of trees). By 
including all acreage the approved yield may be greatly reduced and the premium rate much 
higher (for perennial crops with variable rates), but the undamaged acreage remaining in 
production is no less productive than prior to the storm. 
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5. Modify the Pecan Revenue program to specify a minimum level of revenue that must be 
achieved as a condition of insurability, reduce the minimum age requirement, and add 
percent stand requirements similar to other nut crops such as almonds. A catastrophic 
adjustment based on the producer's history would also be implemented for pecan growers, 
similar to that of other perennial crops as indicated in recommendation 2. 

RMA is able to administratively implement certain of the recommendations listed above. These 
changes will help to clarify procedures and increase standardization across the perennial crop 
program. RMA has recently incorporated the recommended changes in the measurement of 
perennial crop acreage with the release of the 2009 and 2010 crop year Special Provision 
statements (recommendation 4 above). RMA is also working to strengthen and clarify current 
underwriting procedures for acreage determinations and adjustments. The recommended 
changes specific to the Pecan Revenue program also can be implemented administratively, 
though some will require changes to policy language (recommendation 5 above) . Changes to 
policy language will require publication of the proposed changes in the Federal Register to allow 
the public the opportunity to review and comment. 

Restricting the applicability of the high yield variability adjustments can technically be 
accomplished administratively (recommendation 3 above). However, RMA does not believe that 
it would be prudent to implement this recommended change without both the recommended 
change to the base period (recommendation 1 above) and the replacement of the YA with a 
catastrophic adjustment based on the producer's own production history (recommendation 2 
above). Implementing only the restriction on the high yield variability adjustments may not be 
actuarially appropriate and could result in unacceptable premium rate increases. However, 
recommendations 1 and 2 both require changes in statute in order for RMA to proceed with 
implementation. Current legislation mandates a 10-year base period for all crops, thus 
necessitating a change in statute to allow a shorter base period for perennial crops. The use of 
actual production histories to establish catastrophic yield adjustments is an innovation that RMA 
believes would also benefit its annual crop programs. As a result, the declining yield report will 
provide more specific recommendations to enable RMA to proceed with recommendation 2. 

Budgetary Impact of Recommended Changes 
RMA's analysis of recommendation 1 indicates adoption of a shorter base period for perennial 
crops will result in a relatively small increase in liability, estimated to be approximately $20 
million annually based on data for the 2006 and 2007 crops. Accordingly, this change would be 
scored as an increase in program costs because premium subsidies, administrative and operating 
(A&O) subsidies and indemnities would increase by a similar amount. Recommendation 2 - a 
catastrophic adjustment based on the producer's yield history - is also applicable to annual 
crops, which will likely be a far larger determinant of potential costs as compared to perennial 
crops. Analysis of recommendation 2 as applied to both annual and perennial crops is ongoing 
and will be addressed in the forthcoming declining yields report. The legislative changes (and 
associated scoring impacts) to accommodate recommendation 2 would also be applicable to the 
catastrophic adjustment for pecans (part of recommendation 5). 
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Implemented in isolation, recommendation 3 would result in an increase in program costs. As 
noted above, RMA does not intend to implement recommendation 3 until it is also able to 
implement recommendations 1 and 2. Thus, implementation of recommendation 3 would have 
only a minimal budgetary impact. Most perennial crops are flat-rated, i.e., the premium rate is 
not a function of yield. Thus, recommendation 4 has no budgetary impacts for these perennial 
crops. For the few perennial crops that are not flat-rated, recommendation 4 would actually 
result in small program savings. This is because the earned premium rate for these crops would 
decline while liability is unchanged, resulting in lower premiums, premium subsidies, A&O 
subsidies, and indemnities. Aside from the catastrophic adjustment, the remaining elements of 
recommendation 5 are largely routine program maintenance to assure program integrity. The 
minimum revenue and percent stand requirements of recommendation 5 are somewhat more 
stringent underwriting standards. Reducing the minimum age requirement recognizes current 
production practices that allow pecan trees to reach full production earlier in their life cycle. 
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Contracted Study: 
Evaluation of Perennial Category C APH Crop Insurance Program 
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Control Number: 5770013

The Honorable Tom Harkin 
Chairman 

USDA 
~ 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Committee on Agriculture, Nutrition and Forestry 
United States Senate 
731 Hart Office Building 
Washington, DC 2 0 515 

Dear Mr. Chairman: 

The Packers and Stockyards Act, 1921, as amended, mandates that not later than March 1st of 
each year, the Secretary shall submit to Congress an Annual Report on the industries regulated 
by the Act and on USDA's enforcement efforts under the Act. I am pleased to provide the 
enclosed 2008 Packers and Stockyards Program Annual Report provides information responsive 
to this mandate. 

To address some of the concerns identified in the enclosed report, USDA plans to provide to 
Congress in the near future legislative proposals to amend the Act to increase administrative 
authority for the Department under the Act and to increase protections for livestock sellers. 

If you have any questions regarding these issues, please feel free to have your staff contact 
Alan Christian, Acting Administrator, Grain Inspection, Packers and Stockyards Administration 
at 202-720-0219. 

A similar letter is being sent to the President of the Senate, the Speaker of the House of 
Representatives, and the Chairman of the House Committee on Agriculture. 

Sincerely, 

~~~ 
~hoQ Vilsack 
Secretary 

Enclosure 

An Equal Opportunity Employer 



USDA --
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

lviAR 1 O )U\ ,, ... l)';:J 

The Honorable Collin Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 
2211 Rayburn House Office Building 
Washington, DC 20515 

Dear Mr. Chairman: 

The Packers and Stockyards Act, 1921, as amended, mandates that not later than March 1 st of 
each year, the Secretary shall submit to Congress an Annual Report on the industries regulated 
by the Act and on USDA' s enforcement efforts under the Act. I am pleased to provide the 
enclosed 2008 Packers and Stockyards Program Annual Report. 

To address some of the concerns identified in the enclosed report, USDA plans to provide to 
Congress in the near future legislative proposals to amend the Act to increase administrative 
authority for the Department under the Act and to increase protections for livestock sellers. 

If you have any questions regarding these issues, please feel free to have your staff contact 
Alan Christian, Acting Administrator, Grain Inspection, Packers and Stockyards Administration 
at 202-720-0219. 

A similar letter is being sent to the President of the Senate, the Speaker of the House of 
Representatives, and the Chairman of the Senate Committee on Agriculture, Nutrition and 
Forestry. 

Sincerely, 

~:6~~~ 
Secretary 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

The Honorable Joseph Biden 
President of the United States Senate 
United States Senate 
Washington, D.C. 20510 

Dear Mr. President: 

Office of the Secretary 
Washington, D.C. 20250 

MAR 1 0 2009 

The Packers and Stockyards Act, 1921, as amended, mandates that not later than March 1st of 
each year, the Secretary shall submit to Congress an Annual Report on the industries regulated 
by the Act and on USDA's enforcement efforts under the Act. I am pleased to provide the 
enclosed 2008 Packers and Stockyards Program Annual Report. 

To address some of the concerns identified in the enclosed report, USDA plans to provide to 
Congress in the near future legislative proposals to amend the Act to increase administrative 
authority for the Department under the Act and to increase protections for livestock sellers. 

If you have any questions regarding these issues, please feel free to have your staff contact 
Alan Christian, Acting Administrator, Grain Inspection, Packers and Stockyards Administration 
at 202-720-0219. 

A similar letter is being sent to the Speaker of the House of Representatives, the Chairman of the 
House Committee on Agriculture, and the Chairman of the Senate Committee on Agriculture, 
Nutrition and Forestry. 

Sincerely, 

rV_L.... j V&ra-l_ 
Thoma{;~_Jisack 
Secretary 

Enclosure 

An Equal Opportunity Employer 



The Honorable Nancy Pelosi 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

MAR 1 0 2009 

Speaker of the House of Representatives 
235 Cannon House Office Building 
Washington, D.C. 20515-0508 

Dear Madam Speaker: 

The Packers and Stockyards Act, 1921, as amended, mandates that not later than March 1st of 
each year, the Secretary shall submit to Congress an Annual Report on the industries regulated 
by the Act and on USDA's enforcement efforts under the Act. I am pleased to provide the 
enclosed 2008 Packers and Stockyards Program Annual Report. 

To address some of the concerns identified in the enclosed report, USDA plans to provide to 
Congress in the near future legislative proposals to amend the Act to increase administrative 
authority for the Department under the Act and to increase protections for livestock sellers. 

If you have any questions regarding these issues, please feel free to have your staff contact 
Alan Christian, Acting Administrator, Grain Inspection, Packers and Stockyards Administration 
at 202-720-0219. 

A similar letter is being sent to the President of the Senate, the Chairman of the House 
Committee on Agriculture, and the Chairman of the Senate Committee on Agriculture, Nutrition 
and Forestry. 

Sincerely, 

c'~ Vcls...,L___ 
Thomas J. Vil sack 
Secretary 

Enclosure 

An Equal Opportunity Employer 
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MAR 3 · O Z009 

The Honorable Rosa DeLauro 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, O.C. 20250 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

I am writing to inform the Subcommittee about the relocation of the Animal and Plant Health 
Inspection Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, 
Florida, to Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7 ,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal year 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Congressman Kingston and Senators Kohl and Brownback, as well as Members 
from the affected districts. 

Sincerely, 

Secretary 



MAR 3 0 2009 

The Honorable Jack Kingston 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

I am writing to inform the Subcommittee about the relocation of the Animal and Plant Health 
Inspection Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, 
Florida, to Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal year 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on~the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Congresswoman DeLauro and Senators Kohl and Brownback, as well as 
Members from the affected districts. 

Sincerely, 

Secretary 



MAR 3 0 2009 

The Honorable Herbert Kohl 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

I am writing to inform the Subcommittee about the relocation of the Animal and Plant Health 
Inspection Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, 
Florida, to Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, AP HIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal year 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

An Equal Opportunity Employer 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CT AP). CT AP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Senator Brownback, Congresswoman DeLauro, and Congressman Kingston, as 
well as Members from affected districts. 

Sincerely, 

~~L_ 
Secretary 
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United States Department of Agriculture 

MAR 3 0 2009 

The Honorable Sam Brownback 

Office of the Secretary 
Washington, D.C. 20250 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-4403 

Dear Senator Brownback: 

I am writing to inform the Subcommittee about the relocation of the Animal and Plant Health 
Inspection Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, 
Florida, to Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal year 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2. 7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 
20-year period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living 
than Orlando. The second reason is proximity to a busy international airport. Newnan's 
proximity to Atlanta International Airport will provide the program with more "on-the-job" 
training opportunities for new canine teams, given that the Atlanta airport has more than twice 
the amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Senator Kohl, Congresswoman DeLauro, and Congressman Kingston, as well as 
Members from the affected districts. 

Sincerely, 

{)lf\1/lJ-<,' 
ThomQ:l~ack 
Secr~t~r_I 



MAR 3 0 2009 

The Honorable Bill Nelson 
United States Senate 
716 Senate Hart Office Building 
Washington, DC 20510 

Dear Senator Nelson: 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
AP HIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal 2002, the NDDTC has dramatically expanded its staff and operations to meet the need for 
additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

/}) )\)/~~ 
~o::a1:ack 

Secretary 



USDA -
United States Department of Agriculture 

MAR 3 0 2009 

The Honorable Mel Martinez 
United States Senate 
356 Russell Senate Office Building 
Washington, DC 20510 

Dear Senator Martinez: 

Office of the Secretary 
Washington, D.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~~L-
Secretary 



USDA -
United Sbltea Department of Agriculture 

MAR 3 '0 2009 

The Honorable Corrine Brown 
U.S. House of Representatives 
2336 Rayburn House Office Building 
Washington, D.C. 20515-0903 

Dear Congresswoman Brown: 

Office of the Secretary 
Washington, D.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2. 7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~~~ 
Secretary 



USDA -
United States Department of Agriculture 

MAR 3 0 2009 

The Honorable Ginny Brown-Waite 
U.S. House of Representatives 
414 Cannon House Office Building 
Washington, D.C. 20515-0905 

Dear Congresswoman Brown-Waite: 

Office of the Secretary 
Washington, O.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, AP HIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

An Equal Opportunity Employer 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. AP HIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CT AP). CT AP provides 
these employees with preferential consideration when they apply for job vacancies within the 

1 U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

Secretary 



USDA -
United States Department of Agriculture 

MAR 3 0 2009 

The Honorable Alan Grayson 
U.S. House of Representatives 
1605 Longworth House Office Building 
Washington, D.C. 20515-0908 

Dear Congressman Grayson: 

Office of the Secretary 
Washington, D.C.20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

Secretary 
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The Honorable Bill Posey 
U.S. House of Representatives 
132 Cannon House Office Building 
Washington, D.C. 20515-0915 

Dear Congressman Posey: 

Office of the Secretary 
Washington, O.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

Secretary 
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United States Department of Agriculture 

MAR 3 0 2009 

The Honorable Suzanne Kosmas 
U.S. House of Representatives 
238 Cannon House Office Building 
Washington, D. C. 20515-0924 

Dear Congresswoman Kosmas: 

Office of the Secretary 
Washington, D.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~~<..____ 
Secretary 
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Honorable Saxby Chambliss 
United States Senate 
416 Russell Senate Office Building 
Washington, D.C. 20510-1005 

Dear Senator Chambliss: 

Office of the Secretary 
Washington, O.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost ofliving than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

Secretary 



USDA -
United States Department of Agriculture 
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Honorable Johnny Isakson 
United States Senate 
120 Russell Senate Office Building 
Washington, D.C. 20510-1004 

Dear Senator Isakson: 

Office of the Secretary 
Washington, O.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~~~ 
Secretary 
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The Honorable Jim Marshall 
U.S. House of Representatives 
504 Cannon House Office Building 
Washington, D.C. 20515-1008 

Dear Congressman Marshall: 

Office of the Secretary 
Washington, D.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~3~~ 
Secretary 
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The Honorable Phil Gingrey 
U.S. House of Representatives 
119 Cannon House Office Building 
Washington, D.C. 20515-1011 

Dear Congressman Gingrey: 

Office of the Secretary 
Washington, D.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
AP HIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~~ 
Secretary 
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United States Department of Agriculture 

JUN 1 8 2009 

The Honorable Tom Harkin 
Chairman 
Committee on Agriculture, 
Nutrition & Forestry 

United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

The Food, Conservation, and Energy Act of 2008 directed the U.S. Department of Agriculture 
(USDA) to prepare a study that would evaluate the role of animal manure as a source of 
fertilizer, and its other uses (Title XI, Sec. 11014). The study was to provide : 

(I) a determination of the extent to which animal manure is utilized as fertilizer in agricultural 
operations by type (including species and agronomic practices employed) and size; 

(2) an evaluation of the potential impact on consumers and on agricultural operations (by size) 
resulting from limitations being placed on the utilization of animal manure as fertilizer; and 

(3) an evaluation of the effects on agriculture production contributable to the increased 
competition for animal manure use due to bioenergy production, including as a feedstock or a 
replacement for fossil fuels. 

Economic Research Service (ERS) researchers used data from USDA's Agricultural Resource 
Management Survey (ARMS), USDA's Census of Agriculture, the Environmental Protection 
Agency's database on anaerobic digesters, and the American Society of Agricultural and 
Biological Engineers standards for manure production and characteristics to assess the issues. 
Some key findings from this study are: 

• About 15.8 million acres of cropland, equivalent to about 5 percent of all U.S. cropland, 
are fertilized with livestock manure. Patterns of manure use are driven by the agronomic 
needs of crops and by transport costs, which limit the distance that manure can be moved 
and create close links between types of livestock and certain crop commodities. 

• Higher commercial fertilizer prices also favor the use of manure as ferti lizer. However, 
manure is not a complete substitute for commercial fertilizers because it rarely contains 
the precise combination of nutrients needed for optimal crop growth. Farmers who use 
manure therefore reduce their use of commercial fertilizer but rarely eliminate it. 
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JUN 1 8 2009 

The Honorable Collin C. Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 
1301 Longworth House Office Building 
Washington, D.C. 20515-6001 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

The Food, Conservation, and Energy Act of 2008 directed the U.S. Department of Agriculture 
(USDA) to prepare a study that would evaluate the role of animal manure as a source of 
fertilizer, and its other uses (Title XI, Sec. 11014). The study was to provide: 

(1) a determination of the extent to which animal manure is utilized as fertilizer in agricultural 
operations by type (including species and agronomic practices employed) and size; 

(2) an evaluation of the potential impact on consumers and on agricultural operations (by size) 
resulting from limitations being placed on the utilization of animal manure as fertilizer; and 

(3) an evaluation of the effects on agriculture production contributable to the increased 
competition for animal manure use due to bioenergy production, including as a feedstock or a 
replacement for fossil fuels . 

Economic Research Service (ERS) researchers used data from USDA's Agricultural Resource 
Management Survey (ARMS), USDA's Census of Agriculture, the Envirorunental Protection 
Agency's database on anaerobic digesters, and the American Society of Agricultural and 
Biological Engineers standards for manure production and characteristics to assess the issues. 
Some key findings from this study are: 

• About 15.8 million acres of cropland, equivalent to about 5 percent of all U.S. cropland, 
are fe1tilized with livestock manure. Patterns of manure use are driven by the agronomic 
needs of crops and by transport costs, which limit the distance that manure can be moved 
and create close links between types of livestock and certain crop commodities. 

• Higher commercial fertilizer prices also favor the use of manure as fertilizer . However, 
manure is not a complete substitute for commercial fertilizers because it rarely contains 
the precise combination of nutrients needed for optimal crop growth. Farmers who use 
manure therefore reduce their use of commercial fertilizer but rarely eliminate it. 
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The Honorable David Obey 
Chairman 
Committee on Appropriations 
U.S. House of Representatives 
Room H-218, The Capitol 
Washington, D.C. 20515-6015 

Dear Mr. Chairman: 

USDA 
iiiii 

United States Department of Agriculture 

Ottice of the Secretary 
Washington, D.C. 20250 

The Food, Conservation, and Energy Act of 2008 directed the U.S. Department of Agriculture 
(USDA) to prepare a study that would evaluate the role of animal manure as a source of 
fertili zer, and its other uses (Title XI, Sec. 11014). The study was to provide: 

( 1) a determination of the extent to which animal manure is utilized as fertilizer in agricultural 
operations by type (including species and agronomic practices employed) and size; 

(2) an evaluation of the potential impact on consumers and on agricultural operations (by size) 
resulting from limitations being placed on the utilization of animal manure as fertilizer ; and 

(3) an evaluation of the effects on agriculture production contributable to the increased 
competition for animal manure use due to bioenergy production, including as a feedstock or a 
replacement for fossil fuels. 

Economic Research Service (ERS) researchers used data from USDA's Agricultural Resource 
Management Smvey (ARMS), USDA's Census of Agriculture, the Environmental Protection 
Agency's database on anaerobic digesters, and the American Society of Agricultural and 
Biological Engineers standards for m<:tnure production and characteristics to assess the issues. 
Some key findings from this study are: 

• About 15 .8 million acres of cropland, equivalent to about 5 percent of all U.S. cropland, 
are fertilized with livestock manure. Patterns of manure use are driven by the agronomic 
needs of crops and by transport costs, which limit the distance that manure can be moved 
and create close links between types of livestock and certain crop commodities. 

• Higher commercial fertilizer prices also favor the use of manure as fertilizer. However, 
manure is not a complete substitute for commercial fertilizers because it rarely contains 
the precise combination of nutrients needed for optimal crop growth. Farmers who use 
manure therefore reduce their use of commercial fertilizer but rarely eliminate it. 

An Equal Opportunity Employer 



JUN 1 8 2009 

The Honorable Thad Cochran 
Vice Chairman 
Committee on Appropriations 
United States Senate 
Room S-146A, The Capitol . 
Washington, D.C. 20510 

Dear Mr. Vice Chairman: 

USDA .. 
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Food, Conservation, and Energy Act of 2008 directed the U.S. Department of Agriculture 
(USDA) to prepare a study that would evaluate the role of animal manure as a source of 
fertilizer, and its other uses (Title XI, Sec. 11014 ). The study was to provide: 

( 1) a determination of the extent to which animal manure is utilized as fertilizer in agricultural 
operations by type (including species and agronomic practices employed) and size; 

(2) an evaluation of the potential impact on consumers and on agricultural operations (by size) 
resulting from limitations being placed on the utilization of animal manure as fertilizer ; and 

(3) an evaluation of the effects on agriculture production contributable to the increased 
competition for animal manure use due to bioenergy production, including as a feedstock or a 
replacement for fossil fuels. 

Economic Research Service (ERS) researchers used data from USDA' s Agricultural Resource 
Management Survey (ARMS), USDA's Census of Agriculture, the Environmental Protection 
Agency's database on anaerobic digesters, and the American Society of Agricultural and 
Biological Engineers standards for manure production and characteristics to assess the issues. 
Some key findings from this study are: 

• About 15.8 million acres of cropland, equivalent to about 5 percent of all U.S. cropland, 
are fertilized with livestock manure. Patterns of manure use are driven by the agronomic 
needs of crops and by transport costs, which limit the distance that manure can be moved 
and create close links between types of livestock and certain crop commodities. 

• Higher commercial fertilizer prices also favor the use of manure as fertilizer. However, 
manure is not a complete substitute for commercial fertilizers because it rarely contains 
the precise combination of nutrients needed for optimal crop growth. Farmers who use 
manure therefore reduce their use of commercial fertilizer but rarely eliminate it. 

An Equal Opportunity Employer 
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The Honorable Frank D. Lucas 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 

USDA 
iiiiiii 

United States Department of Agriculture 

OHice of the Secretary 
Washington, D.C. 20250 

1305 Longworth House Office Building 
Washington, D.C. 20510 

Dear Congressman Lucas : 

The Food, Conservation, and Energy Act of 2008 directed the U.S. Department of Agriculture 
(USDA) to prepare a study that would evaluate the role of animal manure as a source of 
fertilizer, and its other uses (Title XI, Sec. 11014). The study was to provide: 

( 1) a determination of the extent to which animal manure is utilized as fertilizer in agricultural 
operations by type (including species and agronomic practices employed) and size; 

(2) an evaluation of the potential impact on consumers and on agricultural operations (by size) 
resulting from limitations being placed on the utilization of animal manure as fertilizer; and 

(3) an evaluation of the effects on agriculture production contributable to the increased 
competition for animal manure use due to bioenergy production, including as a feedstock or a 
replacement for fossil fuels. 

Economic Research Service (ERS) researchers used data from USDA's Agricultural Resource 
Management Survey (ARMS), USDA's Census of Agriculture, the Environmental Protection 
Agency's database on anaerobic digesters, and the American Society of Agricultural and 
Biological Engineers standards for manure production and characteristics to assess the issues. 
Some key findings from this study are: 

• About 15.8 million acres of cropland, equivalent to about 5 percent of all U.S. cropland, 
are fertilized with livestock manure. Patterns of manure use are driven by the agronomic 
needs of crops and by transport costs, which limit the distance that manure can be moved 
and create close links between types of livestock and certain crop commodities. 

• Higher commercial fertilizer prices also favor the use of manure as fertilizer. However, 
manure is not a complete substitute for commercial feitilizers because it rarely contains 
the precise combination of nutrients needed for optimal crop growth. Farmers who use 
manure therefore reduce their use of commercial fertilizer but rarely eliminate it. 

An Equal Opportunity Employer 



JUN 1 8 2009 

The Honorable Jerry Lewis 
Ranking Member 
Committee on Appropriations 
U.S. House of Representatives 

USDA 
iiliiii 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Lewis: 

The Food, Conservation, and Energy Act of 2008 directed the U.S. Department of Agriculture 
(USDA) to prepare a study that would evaluate the role of animal manure as a source of 
fertilizer, and its other uses (Title XI, Sec. 11014). The study was to provide: 

(1) a determination of the extent to which animal manure is utilized as fertilizer in agricultural 
operations by type (including species and agronomic practices employed) and size; 

(2) an evaluation of the potential impact on consumers and on agricultural operations (by size) 
resulting from limitations being placed on the utilization of animal manure as fertilizer; and 

(3) an evaluation of the effects on agriculture production contributable to the increased 
competition for animal manure use due to bioenergy production, including as a feedstock or a 
replacement for fossil fuels. 

Economic Research Service (ERS) researchers used data from USDA' s Agricultural Resource 
Management Survey (ARMS), USDA 's Census of Agriculture, the Environmental Protection 
Agency's database on anaerobic digesters, and the American Society of Agricultural and 
Biological Engineers standards for manure production and characteristics to assess the issues. 
Some key findings from this study are: 

• About 15 .8 million acres of cropland, equivalent to about 5 percent of all U.S. cropland, 
are fertilized with livestock manure. Patterns of manure use are driven by the agronomic 
needs of crops and by transport costs, which limit the distance that manure can be moved 
and create close links between types of livestock and certain crop commodities. 

• Higher commercial fertilizer prices also favor the use of manure as fertilizer. However, 
manure is not a complete substitute for commercial fertilizers because it rarely contains 
the precise combination of nutrients needed for optimal crop growth. Farmers who use 
manure therefore reduce their use of commercial fertilizer but rarely eliminate it. 

An Equal Opportunity Employer 
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• Large livestock operations are increasingly required to comply with nutrient management 
plans, which require balancing nutrient applications with the nutrient utilization of crops. 
Farms can comply with plans by spreading manure on more of their own cropland, by 
moving manure to other farms for spreading, by altering feed mixes to reduce manure 
production, or by developing herds or flocks with reduced manure production. 

• Estimated costs of compliance with nutrient management plans vary sharply with the 
degree to which excess manure needs to be disposed of and the willingness of nearby 
fam1ers to accept manure for application to their cropland. With a limited willingness to 
accept manure, ERS estimates that production costs, including those for manure 
management, would likely rise by 2.5-3 .5 percent for large operations. Such increases 
are unlikely to alter the emerging structure of livestock production, where large 
operations have substantial cost advantages over small operations. Other regulatory 
interventions, such as moratoriums on new construction, can affect the location of 
livestock production. 

• Manure-to-energy projects are not currently in widespread use; currently, the costs 
generally exceed the revenues that most farmers can receive from electricity production. 
But because such projects use existing resources, they could provide society with benefits 
if manure replaces newly mined fossil fuels in energy production, and if methane, a 
greenhouse gas, can be captured. Those societal benefits have led to proposals to support 
manure-to-energy projects through state utility mandates, through subsidies for capital 
costs, and through direct subsidies and credits for energy production. Expanded support 
could lead to a substantial growth of energy applications for manure. 

• Currently envisioned manure-to-energy projects are not likely to impose substantive 
constraints on the use of manure as fertilizer. Many of the nutrients that are beneficial to 
crop growth remain after energy production, but in condensed form and with reduced 
odors. Each element reduces nutrient transportation costs and storage costs, enhancing 
the value of manure nutrients as fe1tilizers. 

ERS researchers would be pleased to provide a briefing to the requesters regarding the report's 
findings. 

Similar letters have been sent to Chairman Tom Harkin, Chairman Daniel Inouye, 
Chairman Collin Peterson, Chairman David Obey, Senator Saxby Chambliss, 
Vice Chairman Thad Cochran, and Congressman Frank Lucas. 

Sincerely, 

Thomas J. Vilsack 
Secretary 

Enclosure 
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KEY OIG ACCOMPLISHMENTS IN THIS REPORTING PERIOD 

RESULTS IN KEY CATEGORIES 

SUMMARY OF AUDIT ACTIVITIES 

Reports Issued 
Number of Reports 
Number of Recommendations 

Management Decisions Made 
Number of Reports 
Number of Recotrtinendations 

Total Dollar Impact <MHllonsJ of Management.Decided Reports 
Questioned!Umupported Costs 
Funds To Be Put to Better Use 

SUMMARY OF INVESTIGATIVE ACT!Vfl'lES 

Reports Issued 
Impact of Investigations 

Indictments 
Convictions 
Arrests 

Total Dollar Impact (Millions) 
Administrative Sanctions 

DIG MAJOR USDA MANAGEMENT CHALLENGES (August 2008) 

1) Interagency Communications, Coordination., and Program Integration Need Improvement 

Related material can be found on pages 11 and 16. 

2) Implementation of Strong, Integrated Internal Comrol SyscemsStill Needed 

Related material can be found on pages 6, !!, 12, and 15-17. 

3) Continuing Improvements Needed in Information Technology (IT) Security 

Related material can be found on page 21. 

4) Departmental Efforts and Initiatives in Homel\\nd Se~urhy Need To Be Maintained 

Related material can be found on page 4. 

5} Material Weaknesses Continue To Persist in Civil Rights Control Structure and Environment 

Nu work was repmed during thii period. 

22 

133 

22 

237 
$112.9 

$3.6 
$105!.3 

141 

228 

225 

103 
$47.4 

74 

6} USDA Needs To Develop a Proactive, Integrated Strategy To Assist American Producers To Meet the Global Trade Challenge 

Related material can be fonnd on page 3. 

7} Better Forest Service Management and Community Action Needed To Improve the Health of the National Forests and Reduce 
the Cost of Fighting Fire. 

Related material can be found on pages 25-26. 

8) Improved Controls Needed for Food Safety Inspection Systems 

Related material can be found on pages 1-2 and 4. 

9) Implem.entation of Renewable Energy Programs at USDA 

No work was reported during this period. 



Message From the Inspector General 
I am plc:ised to provide the Semiannual Rcporr to Congress for the Office of Inspector General (OIG), U.S. Department of 

Agricultlll'e (USDA), for the 6~month pel'iod ending March 31, 2009. 'I his is the first Semiannual Report that we have isslted to 

the new Congress and che new Administration. We look forward to working with om stakeholders co provide effective oversight to 

USDA programs, particularly the new economic recovery programs funded under the American Recovery and Reinvestment Act 

of2009 (ARRA). Immediately upon passage of the ARRA, we began a number of proactive measures to review ARRA funding, 

including reviewing open recommendations from audits of agency programs receiving such funding, working with the Chief 

Information Officer and the Chief Financial Officer to ensure accurate ARRA reporting, and reviewing agency Recovery Act Plans. 

Some of om current work on specific recovery program projects is described in the "Ongoing and Planned Work" sections of this 

report. 

This report also highlights the most significant OIG activities completed during the period. During this reporting period, we 

conducted successful investigations and audits that led to 103 arrests, 225 convictions, $47.4 million in recoveries and restitutions, 

202 program improvement recommendations, and $112.9 million in financial recommendations. Narrative descriptions of our 

completed work are presented in the body of this report, organized under the goals set forth in the OIG Strategic Plan for fiscal 

years (FY) 2007-2012, as shown below. Some of our most significant work com pieced in the last 6 months includes: 

8 Safety, Security, and Public Health - Prompted by Congressional and public concerns expressed after the release 

of videos showing inhumane treatment of animals at a California slaughterhouse, OIG conducted a review both 

of oversight at this plant and at similar plants across the country. In response to our recommendations, the food 

S<tfety and Inspection Service agreed to reassess the inhumane handling risks associated with such establishments and 

strengthen its pre-slaughter inspection processes. Our investigative work resulted in sentencings in other cases involving 

u11inspected meat and poultry products, illegal importation of plant pests, and international smuggling of orchids. 

II fotegrity of Benefits - Our investigations involving the Supplemental Nutrition Assistance Program and ocher feeding 

ptograms-as well as conversion of mortgaged farm collateral, payment limitations schemes, tobacco and other fraud, and 

lnoadband scams-prodm.:ed significant prison sentem:es and monetary recoveries totaling millions of dollars. In addition, 

Congress requested that OIG revisit the rnral broadband programs to determine whether the Rural Utilities Service (RUS) had 

taken sufficient corrective action in response to our previous recommendations. Our audit work found that RUS continues 

to make loans to broadband providers in areas with preexisting service, sometimes in close proximity to large urban areas. 

II Management Improvement Initiatives - Our audit of claims from policies reinsmed under the federal Crop Insurance 

Ptogram resulting from the 2005 hurricanes in Plorida found that errors by just one approved insurance provider led to more 

than $16 million in erroneous payments. Our audit work also found that the National Agricultural Scacistics Service's weekly 

pl1blishcd average peanut prices arc unreliable because they may not be complete, cannot be verified, and do not reflect prevailing 

weekly market values. Jn addition, the USDA FY 2008 consolidated financial statements received an unqualified opinion. Our 

investigations included ones involving embezzlement, witness tampering, and unlawfully buying and selling prescription drugs. 

II Stewardship Over Natural Resources- Om investigation found that 18 participants submitted fraudulent soil test results 

to unlawfully receive compensation from the Conservation Security Program, resulting in administrative recoveries totaling 

$628,591, as well as Civil False Claims Act settlements. 

In many ways, 2009 has ushered in a11 era of great challenge for the Nation, for USDA, and for those of us in the oversight 

community. We look forward to working closely with Secretary Vilsack, Deputy Secretary Merrigan, and the new USDA 

management team to ensure that USDA programs arc delivered effectively and with integrity. 

~~ 
Inspector General 



Control Number: 5871957

JUN 0 5 2009 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Honorable Nancy Pelosi 
Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Madam Speaker: 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office of Inspector General's Semiannual 
Report to Congress covering the 6-month period that ended March 31, 2009. 

This report reflects the work of the Office of Inspector General to promote 
efficiency and effectiveness and to prevent and detect fraud and mismanagement 
in the Department of Agriculture's operations. 

Sincerely, 

<;:PJ~:' 
Secretary 

Enclosure 

An Equal Opportunity Employer 
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USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Honorable Joseph R. Biden, Jr. 
President of the Senate 
Washington, D.C. 20501 

Dear Mr. President: 

In accordance with the requirements of the Inspector General Act of 1978 (Public 
Law 95-452), I am transmitting the Office of Inspector General's Semiannual 
Report to Congress covering the 6-month period that ended March 31, 2009. 

This report reflects the work of the Office of Inspector General to promote 
efficiency and effectiveness and to prevent and detect fraud and mismanagement 
in the Department of Agriculture's operations. 

Sincerely, 

Secretary -

Enclosure 

An Equal Opportunity Employer 
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AUG 0 7 2009 

The Honorable Jack Kingston 
Ranking Member 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

As requested by the Senate Report accompanying the American Recovery and Reinvestment Act 
of 2009 (ARRA), enclosed is a report that identifies how funds made available for the 
Watershed and Flood Prevention Operations Program and the Watershed Rehabilitation Program 
are being allocated. We will provide quarterly reports on the status of there activities until they 
are completed as requested in the report language. 

A similar letter, including the report, is being sent to Chairman Herbert Kohl, 
Senator Sam Brownback, and Chairwoman Rosa L. DeLauro. Please contact Bruce Julian, 
Special Assistant, Natural Resources Conservation Service at (202) 690-0513 should you have 
any questions or need additional information. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

AUG 0 7 2009 

The Honorable Rosa L. DeLauro 
Chairwoman 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

As requested by the Senate Report accompanying the American Recovery and Reinvestment Act 
of 2009 (ARRA), enclosed is a report that identifies how funds made available for the 
Watershed and Flood Prevention Operations Program and the Watershed Rehabilitation Program 
are being allocated. We will provide quarterly reports on the status of there activities until they 
are completed as requested in the report language. 

A similar letter, including the report, is being sent to Chairman Herbert Kohl, 
Senator Sam Brownback and Congressman Jack Kingston. Please contact Bruce Julian, 
Special Assistant, Natural Resources Conservation Service at (202) 690-0513 should you have 
any questions or need additional information. 

Sincerely, 

~.___{ -
Secretary 

Enclosure 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

AUG O 7 2009 

The Honorable Sam Brownback 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-4403 

Dear Senator Brownback: 

As requested by the Senate Report accompanying the American Recovery and Reinvestment Act 
of 2009 (ARRA), enclosed is a report that identifies how funds made available for the 
Watershed and Flood Prevention Operations Program and the Watershed Rehabilitation Program 
are being allocated. We will provide quarterly reports on the status of there activities until they 
are completed as requested in the report language. 

A similar letter, including the report, is being sent to Chairman Herbert Kohl, 
Chairwoman Rosa L. DeLauro and Congressman Jack Kingston. Please contact Bruce Julian, 
Special Assistant, Natural Resources Conservation Service at (202) 690-0513 should you have 
any questions or need additional information. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 



USDA -
United States Department of Agriculture 

AUG 0 7 2009 

The Honorable Herbert Kohl 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
122 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

As requested by the Senate Report accompanying the American Recovery and Reinvestment Act 
of 2009 (ARRA), enclosed is a report that identifies how funds made available for the 
Watershed and Flood Prevention Operations Program and the Watershed Rehabilitation Program 
are being allocated. We will provide quarterly reports on the status of there activities until they 
are completed as requested in the report language. 

A similar letter, including the report, is being sent to Senator Sam Brownback, 
Chairwoman Rosa L. DeLauro, and Congressman Jack Kingston. Please contact Bruce Julian, 
Special Assistant, Natural Resources Conservation Service at (202) 690-0513 should you have 
any questions or need additional information. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 



Report to Congress 
on the Use and Allocation of Funding for Watersheds 

Included in the America Recovery and Reinvestment Act of 2009 (ARRA) 
Prepared by the Natural Resources Conservation Service 

Introduction 

ARRA assigned the Department of Agriculture's Natural Resources Conservation Service 
(NRCS) a key role in creating thousands of private sector jobs for Americans in areas of our 
Nation that are most impacted economically and where public and environmental benefits can be 
achieved. America's watersheds are cornerstones of our Nation's natural resource conservation 
efforts, as well as the economic security for America's citizens. 

This report is being prepared in response to language contained in the Senate report 
accompanying the Act. As requested, this report identifies how funds made available for the 
Watershed and Flood Prevention Operations Program and the Watershed Rehabilitation Program 
are being allocated. This report will be updated and provided to the Congress on a quarterly 
basis until the projects are completed. 

Role OfNRCS 

NRCS projects under ARRA are estimated to create or sustain thousands of jobs across the 
country in the two funded programs. In addition to jobs to implement these projects, this work 
will provide multiple benefits for people, such as clean and abundant water through, 
construction, repair, or rehabilitation of dams and improved floodplain management. This 
investment in jobs will also mitigate future risks and the dangers and damages that result from 
flooding, changes in environmental conditions, and aging infrastructure. 

Jobs that result from rehabilitating aging dams, improving natural resources at the watershed 
scale, and mitigating future flooding will have a positive impact on the quality of the Nation's 
communities, waterways, and on the vibrancy of the economy. 

Investing in America's watersheds protects or enhances water quality, improves access to fresh 
water, mitigates risk of flooding and drought, and protects or enhances soil conservation and 
overall environmental health. Investing in comprehensive solutions to rehabilitation or 
decommissioning of flood control dams improves public safety, reduces flooding, and protects 
community water supplies. Restoring flood-prone lands mitigates the damages from future 
flooding, enhances wetlands and wildlife habitat, and provides economic stability for farmers, 
ranchers, and downstream landowners. 

NRCS established a Web page to help address questions from the public and to provide 
transparency to this process: http://www.nrcs.usda.gov/recovery. 

http://www.nrcs.usda.gov/recovery
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Use and Allocation of Funds 

Watershed and Flood Prevention Operations Program 

Watershed Operations 

Funding: $145 million 

Program Description: 

This voluntary program provides assistance to sponsoring local organizations of authorized 
watershed projects, planned and approved under the authority of the Watershed Protection and 
Flood Prevention Act of 1954 (P.L. 83-566), and designated watersheds authorized by the 
Flood Control Act of 1944 (P.L. 78-534). NRCS provides technical assistance (TA) and 
financial assistance (FA) to States, local governments, and tribes (as project sponsors) to 
implement authorized watershed project plans for the purpose of watershed protection, flood 
mitigation, water quality improvements, soil erosion reduction, rural, municipal and industrial 
water supply, irrigation water management, sediment control, fish and wildlife enhancement, and 
wetlands and wetland function creation and restoration. Attachment 1 shows the amount of 
funding allocated to date. 

Floodplain Easements 

Funding: $145 million ($30 million maximum for any State) 

Program Description: 

Floodplain easements restore, protect, maintain, and enhance the functions of the floodplain; 
conserve natural values including fish and wildlife habitat, water quality, flood water retention, 
ground water recharge, and open space; reduce long-term Federal disaster assistance; and 
safeguard lives and property from floods, drought, and the products of erosion. NRCS may 
purchase easements on floodplain lands that meet program criteria. Purchases are based upon 
established priorities. The easement provides NRCS with the authority to restore and enhance 
the floodplain's functions and values. Landowners retain several rights to the property, 
including quiet enjoyment, the right to control public access, and the right to undeveloped 
recreational use, such as hunting and fishing. 

At the heart of the floodplain easement program is FA provided to landowners who voluntarily 
place a perpetual conservation easement on their recently flooded property. Additionally, the 
agreement may include TA to restore the floodplain to its natural topography and vegetation. 

NRCS is utilizing ARRA funds designated for the floodplain easement program through grants 
and agreements with individual landowners. These financial awards are being structured to 
create jobs, stimulate the economy, and accomplish high priority work on flood-prone lands. 
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A nationwide signup was completed on April 10, 2009, and over 4,300 applications were 
received from 48 States and Territories representing nearly 480,000 acres. NRCS ranked the 
applications to ensure that projects yielding the greatest public and environmental benefits were 
approved. Secretary Vilsack announced on June 2, 2009, the selection of 289 projects for the 
program representing more than 36,300 acres in 36 States. Attachment 2 shows a State-by-State 
allocation of easement funding. 

Watershed Rehabilitation Program 

Watershed Rehabilitation 

Funding: $50 million 

Program Description: 

The authority for rehabilitation of aging watershed dams is included in Section 14 of 
P.L. 83-566. Any of the over 11,000 dams in 47 States that were constructed under the four 
watershed programs (P.L.78-534, P.L.83-566, Pilot, or Resource Conservation and 
Development) are eligible for assistance under this authority. Many of these dams are nearing 
the end of their 50-year design life. Rehabilitation of these dams is needed to address critical 
public health and safety issues in these communities. Funding projects is based on a priority 
ranking system that considers the condition of the dam and number of people at risk if the dam 
should fail. NRCS may provide TA and 65 percent of the total rehabilitation project cost. 

There are many flood control dams across the country in a race against time when it comes to 
their ability to protect people and property from flooding. NRCS will deliver this assistance 
through its Watershed Rehabilitation Program and direct the funding toward the most 
cost-effective projects where there is the greatest risk of infrastructure failure and threat to life 
and property. State and local sponsors will provide 35 percent of the funding for their projects. 

At this time, 26 projects in 11 States have received about $45 million in ARRA funds to 
rehabilitate aging flood control structures nationwide. These projects are listed on Attachment 3 
and will help revitalize dams and rural economies by creating jobs and supporting local 
businesses that supply needed products and services. 
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Attachment 1 
ARRA Allocation for Watershed Protection and Flood Prevention Program under the 
Watershed and Flood Prevention Operations Program-Announced April 16, 2009 

[Location 
!f\~kansas 
?mm•--·--·----------·~·-~·--''''"' 

!California 

:Colorado 
1c010~a<lo ............................. . 
rco1o~~<l0~---... ·· · ··· 

'Project 
... . .!Jpper Petit Iean 

Stemple Creek 
Lower Silver Creek 
Beaver Creek 

. .. ~J-I~g~!irie Breaks 
Holbrook Lake Ditch 

f··············· . 

[G_~lor~~~.................. .. . .... ll.:i1!1~.S.t()ne~Graveyard Creeks 
!Colorado 'Trinidad Lake North 
-· ------··--·-· .. ····-·-········· .. }..:iiiTc.reek 

. . . ... ~~11cli11~ 
134,0001 

i 275,00·01 
. r10:006,oooi 

······t················· ...... i 

! 2,500,0001 . : .. ············ ........................... ! 
: 629,000 

···i ·· ... i8s~oo~ 

.... . 1~?,QQQ 
79,00 
57,50 

161,00 ......................... - ....... 1 

East Fork of The Grand River , 1,258,2501 
.............•.••..• ,................. .. . . • .. .. . .... .. . . . .. . ... .....• ... .. ............ ., ................................ 1 

-~()ut1tem Washif1gt()J1 CountyWater Quality Pr()ject i 4?Q,QQOj 
;}3ig Carn~y . . .... I 214,QOQI 
'Fox Creek I 4,092,880! 

•• .... •• ••••••m••••-·•-i -·--••••••m••-·j 
. .. . Bayou Duralde-Lower Nezpiql1e .1 }.,~?Q,QOOj 
[Louisiana Red Bay()l1 .... J 3,200,QQQJ 
tM.i.!1-!!~~~!.~.... Whitewater River I 299,000 
[~iflllesota Kanaranzi-Little Rock ···-······I~--~4~~0 
!Missouri East Yellow Creek 420,0 
i ... ~ .. ···~,.. ...................... ~. ' . . ..... ..... l. 

1M1ssoun West Fork of Big Creek 950,00 t----··-··· .. ---·························································································· ··············· ............ ...... ............................... . ··+ 

~Misso.!:1fi -----··-····-· _ .J1=JEE~E.~()'?.':l~t .C:reek ... l ... !}?Q?QOO 
iMissouri .... ..... ............. .. ;Big Creek-Hurricane Creek i . 9,50.,QOO 
l~iss~~~L. ········ . ~~~!~~i~()f B~g Creek ..... r·· 850,0 

!Montana Buffalo Rapids ., .... 2-.~! ... QQ_ 
Neb~aska-···--·- ............................ --:sia~T<·;~~d creek i 2,000,0001 

!Ne; York .New York City Watersheds · 1;999,Q{jQj 

North Carolina ..... ~~~guarter Watershed ~ .... ~!~~-0&5-~j 
jOkl~offia······· .Upper Red Rock Creek , 20,QOOi 
!Oklahoma Stillwater Creek 40,0001 

!cikl~~ma ............................................ T ....... u .. r.k ... e .. Y ....... Creek.. ' 1···67() 0001 
f Pennsyi~ania· ... ·· ....... ······· · .T~ipehocken Creek 1'.·375~·000 
[~~~sylyania ;~~4~'Nhite Clay creeks 436,ooo] 
!Pennsylvania Brandywine Creek 20, 

~~~~a:11·~~~:: Ji\Tesh~~iny creek ..... ~!OzO.Z.?,, 
~orthem Marianas (Saipan) Kagman i 4, 150, 

:r~x..~~---·· . ..~11!1 Gree~ (G~1-1.:T~:".) .. ! 21.~L 
lTexi:i.~--····· ............... . .... iC.::<:tI1~Y Creek 399, 
[T~J<:'!S... .. :Trinity - Big ~andy Creek , .... 

2 
...... ,3

5
6
0 
..... 
2
?.,,000000JI 

l!~~.':l~---·--··-··· !:-o":'.~r 1.3rl1s.hx greek ..... ............. .... .. .................... . 



!Texas :Plum Creek 

--··--·-·-····-----···-· ... ___ lT._!!J1!!Y.:: !J!!l~ E,:!111 .. 8L_ ~citerals 
. .T.!!:r-ii!Y:: C,~'1111bers Creek 
. ... ffri11ity - East Fork Above Lavon 

f------- ______________ LI!i1-1.i!Y.:: .. !!~~gE~' .. C,reek 
exas -------~------ _}~!iJ1ity __ ::_!1ilo!Q!:g~-~---·······------ ---~--

iTrinity - Richland Creek 

......................... [YPE~! 1?1-"1:l~~YGE~~!- __ ... . 
i!gini~------- _______ ..... J::!t!l~_~eed Island ______ C ______ r ___ e ____ e ...... k ............ -·-·····-·· 

1Yirgi11i_':l _ !Chestnut Creek 
!Yi!gi11!_c:t._______ }'\forth Fork, Powell River 
!Wa~]:iingt~11____ _ }2111':1.~-Creek 
I~~-~! .Y~!SiJ1!'1_ .. . :YI?l?er Deckers Creek, 
!West Virginia Upper Tygart 
1- . ···•························· :······································ .... 

l!otal --------~---------·. 
i 
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ARRA Allocation for Watershed Protection and Flood Prevention Program under the 
Watershed and Flood Prevention Operations Program-Announced June 2, 2009 

St~te ·---·· --~=--~- _-:.:~ --:~.--~-.J~~i~t-k£~nch ... ·· ____ -·· .. . ... --~=_ ....... _----·-- ~IY~~6~o 
L !Northeast Yellow River !$255,000 

ILower Silver Creek .. __ J?,,¢QQ1Q 

ti=-===-=== =f i:~:=~ . . ----1~~mF 
IMS -.. -------··--------.. ------- .. -£ffison Creek -........ - ..... T$Cs75:ooo-· 
Ms ----~-----------·-- L·.·-1 .......... a··· ·u·---- T ll h h · ·--·+.,$2:200,000 .. l------·- -·········- ..... _ itt e an .. pper a a ate ie .. .. .......... . ............................... . 
!MS Town Creek 1$930,000 

~~-·----·-······ ··------- X_~~<?g-Arkl:l:~1:1tl_a (:r_eek .J$,_L.Q .. QQ~OOO 
iMS 
Ln .. .,,.,.,._,,_._._ ..... ,. ...... ,...nm .. .,,. . .,.,_,. ... ,. .. Xl:l::.!'.'?o:l]pper Piney~reek ;$~??,O~~ , 

Yazoo-Upp~T~~tu1a River !$750,000 
O\\'.~r ~i,~(;h__C::!:_~~~- .......... _ _ ____ . ··-=·-·-- ··---·-~ ......... i$S27:ooQ 

Gering Valley _ _ J$~,~_qg,ooo 

IMS 

~IT_ .... ·_·· -~==~~------· ...... 
NE 
~ .. ,., ..... -... ~"''"'""-" - ,,,,, ........................................... . 

lSC jso~th-Darlington .................................... [$1 .. Q4Q,QOO 
........... +w ...... e .... t Walnut No. 5 . _____ J$1,?,~,QQQ __ _ 

1$725,000 1 

!ks··· fKy'' --------····-·· 

f 
!OK r-------· ... ·-·--.......... . 
IOK 
j,. ..•... -.~ .... ,. .. "'""''""••""''"''"'"'""--· 

OK 
~....................................... .. . •........................................... 

iOK 
~-------·---·---·---·········-· 

IQK t ............................. .. 
!TN I 

~-{~!_ __ ............... .. 

Washita Creek 

Cane Creek 

' 240,000 

·------- .=:~~- .. =~~-~~=~J~z~?_oQr-~=-
····· ''''' ;$~?,QQQ .. 

$50,000 
+············ ........ . 

175,000 

,,.,,, ,,,,,,,, .... J!.Q •. Q.99 ...... . 
..... J~?,QOO 

.. -·- ~-~? .. &QQ ____ _ 
... ;$.~Q?,000 

!$12,400,000 

. .. J$4~~~[s,ooo 
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Attachment 2 

ARRA Allocation for Flood Plain Easements under the Watershed and Flood Prevention 
Operations Program 

on 
• -·--·~-----.'-""-•'"m••"" 

1 -~~Y!Y~EiCJ:. 
ode Island 

-·--~---~~----, "'""'""' urn"c"r"~"'"M•"•vm' ~'"'" 'm"--""~"'m'"" "' 

il 
·················1~ 

:3 

, outh Carolina 
1s~~il16~k~·1; ... , ...... . 
/Tennessee 
[-W~~-~~~.S!<2E·~~ .... 
IWest Virginia 
}············································· 

jWisconsin 
rr~!~r=-· ·-····· 

···+-·········· ... 
14 

·t· ......................... . 

[18 
!23 

]2~9. 
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Attachment 3 

ARRA Allocation for Rehabilitated Watershed Program 

[$i?!~~- - ..... . .... ·············:~~~I~~i·· 
~!~~s~~--- __ j~c:>teau River 5 
!Georgia Little Sandy & Trail 1 loeoigia - 'Marbury 22 ················· ····· 
L. ..... ,,,,,,,,,,,,,,,,,,,,,,,.,,,,,,,,,,,,,, .. ,,,,,,,,,,,,,,,,,,,,,,,,, ''''''' ,,,,,,,,, ,,,,,,,,,,,,,,,,,,,,,,, 

lQ~orgi~----------·---- _J~~qy_C~:'.E.~~~ 23 __ _ 
jGeorgia ______ .'.~.cin~y_g!"_~~~}-~ 
!Georgia South River 4 
t ................................................. . 

Switzler Creek 7 
, ,..,,_' _.,,, ---~· 

:su-As-Co MA301 

1~~~~~£.h~~~!!-~ .......... !~u-As-Co MA303 
~!sso~~! __________ :Lost Creek B-2 

f--~braska__ _____ . .E>~pio W-3 -····----·-·---··-··------~---····-····-
!New York ------- - Little Choconut 2 
' ' ~--

!fi~~Yo~k :<:::one'.\T~~g() 3 
!New York Conewango 6 

f g~=- ~-~~;~,~~;~~kTs_··_--_·_··_-__ -·---·-· 
IOklahc:>~~------ ···--------j~p_Eer g_~~--~()ggy <=:E~~~}_3 __ -·-----·-·-··-------···· .................. ____ _ 
[Oklah()IJ!(l __ . . . .. . ... J~pp~rgl~(l~~()ggyCreek 34 
[Qki~oma ···· ·· ·· ~pper Clear B()ggy Creek35 

Oklahoma _Washita=S_llgi:ir <:::r.~~~!:~~3 
...... '.~.'!~h.!!~=~11-gar Cree~ !:.~44_ 

xas :Calaveras Creek 6 
lfe~a~- -- - - iPlum Creek 5 

l2l!Si~i~~~-:~--~~~---··------j~_c:>hi.£~. Cree __ k_ .. _2 ______ _ 
IYi_r~~i:ii_i:t _ _ .. ,_E>ohick Creek 3 . 
iWest Virginia 'Potomac-New Creek-Whites 14 
I . ....... . 



Control Number: 5919053

USDA -
United States Department of Agriculture 

JUL s 1 2ons 
The Honorable Tom Harkin 
Chairman 

Office of lhe Secretary 
Washington, D.C. 20250 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Mr. Chainnan: 

Section 501 (d) of the Federal Agriculture Improvement and Reform Act of 1996 (7 U.S.C. 7401) 
requires the Secretary of Agriculture to submit annually to the Congress information on 
administrative expenses of programs established under commodity promotion laws. The 
enclosed report provides such information for the current 18 active commodity promotion 
programs. If you have any questions concerning the content of this report, please have your staff 
contact Christine Sarcone of the Agricultural Marketing Service at202-720-3203. A similar 
letter is being sent to Senator Chambliss and Congressmen Peterson and Lucas. 

Sincerely, 

OtwJ.,""L 
Thomascf}ils~ck 
Secretary 



USDA -
United States Department of Agriculture 

JUL 3 I 2000 

The Honorable Saxby Chambliss 
Ran.king Member 

Office of the Secretary 
Washington, D.C. 20250 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Senator Chambliss: 

Section 501 (d) of the Federal Agriculture Improvement and Reform Act of 1996 (7 U .S.C. 7401) 
requires the Secretary of Agriculture to submit annually to the Congress information on 
administrative expenses of programs established under commodity promotion laws. The 
enclosed report provides such information for the current 18 active commodity promotion 
programs. If you have any questions concerning the content of this report, please have your staff 
contact Christine Sarcone of the Agricultural Marketing Service at 202-720-3203. A similar 
letter is being sent to Senator Harkin and Congressmen Peterson and Lucas. 

Sincerely, 

Enclosure 



JUL 3 1 2009 

The Honorable Frank Lucas 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 

USDA 
~ 

United States Department of Agriculture 

Office of lhe Secretary 
Washington, D.C. 20250 

1301 Longworth House Office Building 
Washington, D.C. 20515-6001 

Dear Congressman Lucas: 

Section 50l(d) of the Federal Agriculture Improvement and Reform Act of 1996 (7 U.S.C. 7401) 
requires the Secretary of Agriculture to submit annually to the Congress information on 
administrative expenses of programs established under commodity promotion laws. The 
enclosed report provides such information for the current 18 active commodity promotion 
programs. 1f you have any questions concerning the content of this report, please have your staff 
contact Christine Sarcone of the Agricultural Marketing Service at 202-720-3203. A similar 
letter is being sent to Congressman Peterson and Senators Harkin and Chambliss. 

Sincerely, 

Secretary 

Enclosure 

An EQual Opportunity Employer 



USDA -
United States Department of Agriculture 

JUL 3 l 2009 

The Honorable Collin Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 
130 I Longworth House Office Building 
Washington, D.C. 20515-600 I 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, O.C. 20250 

Section 501 (d) of the Federal Agriculture Improvement and Reform Act of 1996 (7 U.S.C. 7401) 
requires the Secretary of Agriculture to submit annually to the Congress information on 
administrative expenses of programs established under commodity promotion Jaws. The 
enclosed report provides such information for the current 18 active commodity promotion 
programs. If you have any questions concerning the content of this report, please have your staff 
contact Christine Sarcone of the Agricultural Marketing Service at 202-720-3202. A similar 
letter is being sent to Congressman Lucas and Senators Harkin and Chambliss. 

Sincerely, 

Enclosure 



··Board 
seer 
Blueberries 

Cotton 

Dairy 

Eggs 

Fluid mllk4 

Hass avocado4~ 

Honey 

1 Lamb" 

Mangos 

Mushrooms 

Peanuts 

Popcorn 

Pork 

Potatoes 

Sorghum 

Soybeans4 

Watermelons 

ADMINISTRATIVE EXPENSES OF RESEARCH AND PROMOTION BOARDS 
SUPERVISED BY AMS 

2009 

Projected 
Total Projected Administrative 

.Board's Fiscal Period1 lncome2 Expenses3 

October 1, 2008 - Sept 30, 2009 $41.7 million $1,940,000 

Calendar Year 2009 $5.6 million $592,503 

Calendar Year 2009 $116 million $3.7 million 
.. 

Calendar Year 2009 $100.6 miUion $4 million 

Calendar Year 2009 $26.9 million $9n,Joo 

Calendar 2009 $107 million $2.9 million 

Nov. 1, 2008-December 31, 2009 $22.9 million $1,194,408 

October - December 2008 $4.9 million $482,100 

October 1, 2008 - Sept. 30, 2009 $2.1 milUon $195,000 

Calendar Year 2009 $2. 7 million $294,151 

Calendar Year 2009 $4.2 million $223,200 

Nov. 1, 2008 - October 31, 2009 $9.1 million $635,500 

Calendar Year 2008 $1.2 million $167,230 

Calendar Year 2009 $57.2 million $1.6 million 

July 1, 2008 - June 30, 2009 $21 .7 million $1,160,728 

October 1, 2008 - Sept. 30, 2009 $8 million $414,800 

October 1, 2008 - Sept. 30, 2009 $64.3 million $3,212,930 

April 1, 2009 - March 31, 201 O $3.2 million $534,200 

Page 1of2 

Projected 
Percent 

Administration 
4.6% 

10.5% 

3.0% 

4.0% 

3.6% 

2.7% 

5.2% 

9.8% 

9.3% 

10.8% 

5.3% 

6.9% 

13.9% 

2.8% 

5.3% 

5% 

5% 

16.6% 



Agricultural Marketing Service 
U.S. Department of Agriculture 

Footnotes 

1. Information from USDA~approved budgets al the beginning of each board's fiscal year. 

2. lnciudes assessments, interest income, carry over from prior years, product sales, MAP funds (as indicated 
below), etc. 

EXCEPTIONS: Only assessment income is listed for the beef, fluid milk, and soybean boards due to the 
statutory requirements described in footnote 4 below. 

Boards receiving MAP funds: honey; popcorn; potato; and watermelon. 

3. INCLUDES staff salaries, benefits, and travel; board member travel; meeting expenses; equipment rental, 
purchases, repair, and maintenance; furniture purchases and rental; depreciation; supplies; printing; rent and 
utilities; automobiles; telephone; audit fees; insurance and bonds; bank fees: legal fees; postage and shipping; 
consultants on administrative matters; memberships and subscriptions; licenses; taxes, and compliance 
operations. EXCLUDES user fees for AMS, and OGC because these costs are not considered to be 
administrative costs for the purpose of determining a board's compliance with statutory caps on administrative 
expenses. 

4. For the beef, fluid milk, and soybean boards, administrative expenses may not exceed 5 percent of 
projected assessments under the authorizing statute. For the dairy program, administrative expenses may not 
exceed 5 percent of projected revenue under the authorizing statute. For the Hass avocado board, 
administrative expenses may not exceed 10 percent of projected assessments and other income received_ For 
the lamb program, administrative expenses may not exceed 10 percent of projected assessments under the 
Order. 

5. Hass Avocado Board receives all funds and then sends 85% of the assessments collected from growers in 
California to a state program. and 85% of import assessments collected from growers in Mexico and Chile to 
country specific certified importer associations for Mexico and for Chile . 

6. Cotton's income projection includes projected assessment income. interest and its reserves as calculated 
at 12131/08. Please note that at 12131/08, the cotton industry is in the middle of its cotton season, so its 
reserves may be higher during this period. 

Page 2 of 2 



Control Number: 5964251

USDA 
~ 

United States Department of Agriculture 

SEP - 1 2009 

The Honorable Collin C. Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 
130 I Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

As requested by the Food, Conservation, and Energy Act (Farm Bill) of 2008, I am writing to 
provide a report on the plans developed by the Animal and Plant Health Inspection Service 
(A PHIS) for funding provided under Section 10201 of the Act for Pl ant Pest and Dis ease 
Management and Disaster Prevention. ln developing these plans, APHJS sought input from 
the National Plant Board and State departments of agriculture and consulted its Cooperative 
Agricultural Pest Survey cooperators, the Specialty Crop Farm Bill Alliance, industry 
organizations, and other stakeholders. All agree that early pest detection is important in avoiding 
significant economic and environmental damage. Once a pest becomes established or spreads 
significantly, the cost to eradicate, suppress, or manage it can be in the millions-not to mention 
the cost in lost crops and damage to the ecosystem. APHIS and its partners are using the Farm 
Bill funds to build on existing early detection efforts and develop new strategies to identify pests 
and diseases that pose threats to U.S. agriculture and ways to mitigate them. 

Section 10201 will allow APHTS to bridge the gaps between a myriad of'pest detection and 
surveillarn.:e programs and increase the diagnostic capacity for plant pests and diseases. 
By better integrating and coordinating Federal, State, and industry efforts on this front, 
APHIS can develop a more comprehensive picture of plant health in the United States based 
on solid, accurate data. This information will help considerably to facilitate and enhance trade 
opportunities for U.S. plant producers and nursery growers. APHIS and its cooperators have 
identified six key areas to concentrate on: l) enhanced analysis and survey; 2) targeted 
inspection at vulnerable points in the United States; 3) enhanced pest identification tools and 
technology; 4) programs to safeguard nursery production; 5) enhanced education and outreach; 
and, 6) enhanced mitigation capabilities. 

APHIS held a 2-day stakeholders meeting at its Riverdale, Maryland, headquarters office 
June 8-9, 2009, to get feedback on its fiscal year (FY) 2009 spending plan and to develop 
priorities for FY 2010. APHIS will continue to keep the States' needs in mind as we implement 
Section I 020 I and allocate funds. As part of this effort, we have actively sought our partners' 



The Honorable Collin C. Peterson 
Page 2 

input in developing goals, objectives, strategies, milestones, and timelines. We will continue to 
seek their feedback, evaluating and adjusting the plan as needed to reach our goals and ensure 
that available funding is distributed fairly, effectively, and efficiently. 

Enclosed is a document describing AP HIS' plans for the Section l 020 l funds. It outlines the 
strategies A PHIS will use to implement Section I 020 I over the 5 years authorized in the 
Farm Bill and describes specific projects APHIS is conducting in FY 2009. I appreciate the 
Committee's interest in this matter. Similar letters are being sent to Congressman Lucas and 
Senators Harkin and Chambliss. 

Sincerely, 

(\Z/\V~L ~ 
~omas Gisack 
Secretary 

Enclosure 



The Honorable Frank D. Lucas 
Page 2 

input in developing goals, objectives, strategies, milestones, and timelines. We wiJJ conlinue to 
seek their feedback, evaluating and adjusting the plan as needed to reach our goals and ensure 
that available funding is distributed fairly, effectively, and efficiently . 

Enclosed is a document describing APHIS' plans for the Section 10201 funds. It outlines the 
strategies A PHIS wi ll use to implement Section 1020 I over the 5 years authorized in the 
Farm Bill and describes specific projects APHIS is conducting in FY 2009. I appreciate the 
Committee 's interest in this malter. Similar letters are being sent to Congressman Peterson and 
Senators Harkin and Chambliss. 

Sincerely, 

~~L-
Secretary 

Enclosure 
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input in developing goals, objectives, strategies, milestones, and timelines. We will continue to 
seek their feedback, evaluating and adjusting the plan as needed to reach our goals and ensure 
that available fu nding is distributed fairly, effecti vely, and efficiently. 

Enclosed is a document describing APHIS' plans for the Section 1020 I funds. It outlines the 
strategies A PHIS will use to implement Section 1 020 l over the 5 years authorized in the 
Farm Bill and describes specific projects APHJS is conducting in FY 2009. J appreciate the 
Committee's interest in this matter. Similar letters are being sent to Congressmen Peterson and 
Lucas and Senator Chambliss. 

Sincerely, 

Secretary 

Enclosure 



USDA -
United States Department of Agriculture 

SEP - 1 2009 

The Honorable Saxby Chambliss 
Ranking Minority Member 

Office of the Secretary 
Washington, D.C. 20250 

Committee on Agriculture, Nutrition and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Senator Chambliss: 

As requested by the Food, Conservation, and Energy Act (Farm Bill ) of 2008, I am writing to 
provide a report on the plans developed by the Animal and Plant Health Inspection Service 
(APHIS) for funding provided under Section 1020 I of the Act for Plant Pest and Disease 
Management and Disaster Prevention. In deve loping these plans, APHlS sought input from 
the National Plant Board and State departments of agriculture and consulted its Cooperative 
Agricultural Pest Survey cooperators, the Specialty Crop Fann Bill Alliance, industry 
organizations, and other stakeholders. All agree that early pest detection is important in avoiding 
significant economic and environmental damage. Once a pest becomes established or spreads 
significantly. the cost to eradicate, suppress, or manage it can be in the millions-not to mention 
the cost in lost crops and damage to the ecosystem. APHIS and its partners are using the Farm 
Bill funds to build on existing early detection efforts and develop new strategies to identify pests 
and di seases that pose threats to U.S. agriculture and ways to mitigate them. 

Section 1020 I will al low A PHIS to bridge the gaps between a myriad of pest detection and 
surveillance programs and increase the diagnostic capacity for plant pests and diseases. 
By better integrating and coordinating Federal, State, and industry efforts on this front, 
APHlS can develop a more comprehensive picture of plant health in the United States based 
on solid, accurate data. This information will help considerably to faci litate and enhance trade 
opportunities for U.S. plant producers and nursery growers. APHlS and its cooperators have 
identified six key areas to concentrate on: 1) enhanced analysis and survey; 2) targeted 
inspection at vulnerable points in the United States; 3) enhanced pest identification tools and 
technology; 4) programs to safeguard nursery production; 5) enhanced education and outreach; 
and , 6) enhanced mitigation capabilities. 

APHlS held a 2-day stakeholders meeting at its Riverdale, Maryland, headquarters office 
June 8-9, 2009, to get feedback on its fiscal year (FY) 2009 spending plan and to develop 
priorities for FY 2010. APHIS will conti.nue to keep the States ' needs in mind as we implement 
Section 10201 and allocate funds. As part of this effort, we have actively sought our partners' 



The Honorable Saxby Chambliss 
Page 2 

input in developing goals, objectives, strategies, milestones, and timelines. We will continue to 
seek their feedback, evaluating and adjusting the plan as needed to reach our goals and ensure 
that available funding is distributed fairly, effectively, and efficiently. 

Enclosed is a document describing APHIS' plans for the Section 10201 funds. It outlines the 
strategies AP HIS will use to implement Section 1020 I over the 5 years authorized in the 
Farm Bill and describes specific projects APHIS is conducting in FY 2009. I appreciate the 
Committee's interest in this matter. Similar letters are being sent to Congressmen Peterson and 
Lucas and Senator Harkin. 

Sincerely, 

~~~L 
Secretary 

Enclosure 



Introduction 

FOOD, CONSERVATION, AND ENERGY ACT OF 2008 
FARM BILL SECTION 10201 

PLANT PEST AND DISEASE MANAGEMENT 
AND DISASTER PREVENTION 

The Farm Bill-H.R. 6124 Food, Conservation, and Energy Act of 2008-became law in June 2008. 
Section I 0201 ("Plant Pest and Disease Management and Disaster Prevention") directs the Secretary of 
Agr iculture to make available Commodity Credit Corporation fu nds for early plant pest detection and 
surveillance. for threat identification and mitigation of plant pests and di seases, and for technical 
assistance in the development and implementation of audit-based certification systems and nursery plant 
pest risk management systems. The 5-year Farm Bill specifies that these funds be made available 
incrementally, starting with $1 2 million in fiscal year(FY) 2009, $45 million in FY 2010, and 
$50 million in FY 2011 and thereafter. As required by the Farm Bill, the Department of Agriculture's 
(USDA) Animal and Plant Health Inspection Service (APHIS) sought input from the National Plant 
Board and State departments of agriculture. A PHIS also consulted its Cooperative Agricultural Pest 
Survey (CAPS) cooperators, the Specialty Crop Farm Bill Alliance, industry organizations, an d other 
stakeholders. 

Now more than ever, early pest detection is important to avert significant economic and environmental 
damage in our country. Once a pest becomes established or spreads significantly, the cost to eradicate, 
suppress, or manage it can be in the mi 11 ions-not to mention the cost in lost crops and damage to the 
ecosystem. In 1997. for example, it was estimated that introduced invasive species cost taxpayers 
$41 billion annually in lost production, prevention, and control expenses. In 1998, the impac t due to 
weeds alone was estimated at about $15 billion. In 2005, some of the previous estimates were updated 
to $34.5 billion due to all invasive plants (cultivated or weedy) and $59.4 billion in damages caused by 
microbials (affecting animals and/or plants). However, when a pest or di sease is detected early, plant 
health officials can respond rapidly to eradicate the outbreak before it has a chance to become established 
or spread to other areas. This results in signi ficant cost savings, as it avoids the high costs of a long-term 
management program and helps maintain access to internati onal markets for U.S. plants and plant 
products. 

An Enhanced Approach to Pest Detection and Mitigation 

from a historica l perspective, the pest detection program within APHIS is similar to Farm Bi ll Section 
I 020 1. The program uses a mu !ti-pronged strategy to accomplish its mission of identifyi ng pest threats. 
This includes developing and deploying sc ientifically sound survey protocols and pest diagnostics, 
conducting pest surveys, accurately identifying pests of regulatory significance, and reporting pest survey 
results in a timely manner. To support and facilitate exports and interstate commerce, the program also 
maintains nationwide survey results for pests of regulatory significance as a means to provide direct 
evidence of pest-free areas in the United States. 

All of these efforts involve stakeholders, the scientific community, other USDA agencies and Federal 
entities, Stnte departments of agriculture, universities, and industry partners . In most cases, APHIS 
establishes formal parLnerships with these groups through cooperative agreements administered by the 
CAPS program. APHIS and its State cooperators carry out surveys for high-risk pests of national and 
state interest through the CAPS network each year. The National Agricultural Pest Information System 
is the data base that serves as the repository of survey resul ts conducted by the States under cooperative 
agreements with APH!S and is available to both Federal officials and State cooperators. However, the 



current pest detection program cannot fund the diversity of approaches proposed in Section l 020 I without 
impacting the sustainability of CAPS with all 50 States and 3 Territories. To begin, the program does not 
provide for an adequate and immediately available resource base to implement rapid mitigation of new 
threats. Section I 020 I prov ides funds-and flexibility in the funding structure--over the next 5 years to 
support some emergency mitigation activities. Having the necessary resources for rapid mitigation will 
position APHlS to develop a more proactive approach to plant health protection, solidifying its 
partnerships with the States and industry, and enabling meaningful advances in our pest detection 
infrastructure. These funds will not preclude requests for additional funds if necessary to mitigate the 
most severe new pest incursions, but they will provide much needed flexibility and ready access to funds 
to assist States in their initial mitigation efforts. 

APHIS believes rapid mitigation is critical to averting plant pest-caused "d isasters," and it proposes a 
significant proportion of Section 10201 funding be used for this effort. Rapid mitigation is essential 
for eradication and control of a plant pest or disease outbreak in order to prevent economic and or 
environmental harm, after an outbreak. has been detected and verified. Cooperators have told APHJS 
they would be more willing to report a new pest because they would be more likely to benefit from a 
'"surgical" mitigation that is specific to a small area, is quick, and doesn't cause longer-tenn, deleterious 
local or national impacts. 

By capitalizing on APHIS' existing pest detection program and surveillance system, the Agency will 
work to establish an unprecedented level of communication and coordination with the States, industry, 
and the public. AP HIS ' State plant health regulatory counterparts and departments of agriculture fully 
appreciate what it takes to eradicate, suppress, or manage a pest outbreak., as they are our partners in 
carrying out emergency mitigation programs. While our partners actively support. the survey activity to 
detect pests of national importance, they also want flexibility in determining how to use Federal funds 
provided through Section 10201 of the 2008 Farm Bill. In particular, the States have expressed the need 
to use the Fam1 Bill funds to support their efforts not just to discover new pests as in the current CAPS 
program but to mitigate pests offshore and pathways of introduct ion, prepare for the potential introduction 
of ce11a in pests, and rapidly and effectively respond to introductions when they occur. 

Key Strategies 

This plan defines the following strategies-organized into six major areas-to integrate and coordinate 
plant pest and disease management and disaster prevention activities that will be funded by Section l 020 l 
of the 2008 Farm Bill: I) enhancing plant pest/disease analysis and survey; 2) targeting domestic 
inspection activities at vulnerable points; 3) enhancing pest identification tools and technology; 4) 
developing programs to safoguard nursery production; 5) enhancing outreach and education to increase 
public understanding and support of plant pest and di sease eradication and control programs; and 6) 
enhanci ng mitigation capabilit ies . Specific actions and spending figures for each of these six areas are 
fu1ther described below. 

Benefits to Small Producers and Distributors 

All U.S. producers. small and large, will benefit from an enhanced early detection system that prevents 
introductions of exotic pests from becoming widespread and requiring costly control measures. Activities 
conducted under the following four areas will specifically benefit small producers: 

Enhance plant p est/disease analysis and survey 
Under this strategy, APHIS will fund surveys for high-risk pests such as plum pox virus and 
Phytophthora ramorum. These surveys will provide protection for and help small growers and nursery 
owners avo id control costs through rapid and thorough detection of pests that threaten their operations. 
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Safeguard nursery production 
Activiti es included in this strategy include developing science-based best management pract ices and risk 
mitigation practices to exclude, contain, and control regulated pests from the nursery production chain 
and developing and harmonizing audit-based nursery ce1tification programs. These activities will help 
smal I producers and distributors mitigate pest risks, reduce operational costs, enhance the value of nursery 
stock they produce, and facilitate movement of plant material. 

Outreach and education 
Under this strategy, APHIS will work to engage the public in early detection efforts through, among 
other things, a formal volunteer program for exotic pest surveillance. Interested small producers and 
di stributors could benefit from the training for volu nteers on recognizing and report ing exotic pests. 

Enhance miligaJ;on capabilities 
Under this strategy, APH!S will provide technical ass istance prior to, during, and immediately following 
the development of a plant health emergency through the deve lopment of New Pest Response Guidelines 
(Action Plans), as well as strengthening rapid mitigation capabilities. Although larger gTowers can 
sometimes absorb the cost of quarantine actions and loss of business, smaller growers are often 
challenged to stay in business after being under quarantine for a season. These new funds will provide for 
smal l, quick, and effective mitigation that will reduce disproportional impacts to small growers, releas ing 
them from quarantine quickly and allowing them to get back into production. 

Partnership and Collaboration 

Many organizations play a crucial role in protecting the Nation's agriculture, environment, and natural 
resources from plant pests and disease. APHIS' Plant Protection and Quarantine (PPQ) program works 
closely with several Federal, State, industry, academic, and foreign entities to develop and implement 
scientifically-sound approaches to pest detection, surveillance, and eradication. A PHIS is responsible for 
coordinating the identification and prioritization of pest threats of national interest, identifying survey 
protoco Is, prescribing pest diagnostic procedures, confirming the taxonomic identity of plant pests, 
administering cooperative agreements to States to carry out pest and disease detection surveys, ensuring 
the timely recording and reporting of survey results, and coordinating regulatory response to pest and 
disease outbreaks. Other agencies within USDA that also have a role include: 

• Cooperative State Research, Education, and Extension Service (CSREES). CSREES provides 
outreach to and training for first detectors, oversees the National Plant Diagnostic Network, and 
conducts diagnostic response exercises for pests of regulatory significance. When a pest cannot 
be eradicated, CSREES, through its Land Grant University system, may prov ide research to 
support long-term control efforts. 

• Agricultural Research Service (ARS). ARS conducts research, searches for biolog ical contro l 
agents in foreign countries, and coordinates the development of certain high-priority National 
Phmt Disease Recovery preparedness documents in response to HSPD9. ARS also serves as a 
technica l liaison to the Environmental Protection Agency on pesticide issues via their Office of 
Pest Management Policy. 

• U.S. Forest Service (FS). FS manages pests (including survey activity) in national forests, an d 
coordinates simi lar efforts with the State and private foresters. 

• Risk Management Agency (RMA). RMA provides guidance for documenting good fanning 
practices and crop insurance programs. 
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State departments of agriculture play a critical role by carrying out pest and disease detection surveys 
as part of the CAPS program. States also carry out specific pest and disease detection and delimiting 
surveys to support control and eradication programs. States often lead specific regulatory responses to 
new pests in accordance with A PHIS national policy, typically as a joint command with PPQ under the 
Incident Command System (ICS). 

Expanded and enhanced partnerships with plant industries and academia has created new opportunities 
for information sharing and coordinated pest and disease detection and reporting activities. Collaboration 
and cooperation, based on well-established partnerships between plant industries, State officials, 
academia, and PPQ, remains the catalyst for continued success. PPQ's partnerships will be essential to 
the success of actions identified in this plan, as well as future strategies. In fact, several new 
opportunities exist or are being developed to work with industry in finding and reporting pests and 
diseases new to the United Sates. 

• The part of this plan addressing nursery programs is a partnership with several States, national, 
regional and State organizations, focused on best management practices. It is important to place 
some responsibility on industry, while providing a reasonable level of Federal oversight that is 
not unnecessarily burden some. 

• Certain industry organizations have proposed sharing data with A PHIS on pests of mutual 
interest. There is tremendous benefit to enhancing the export certification program in some of 
these cooperative efforts. For example, when seed labs are accredited and certified, the quality of 
certain data may be va I idated. With soybean rust (SBR), ind us try stake ho Ide rs voluntarily 
entered their disease observations into an electronic system that APHIS had initially funded to 
respond to the 2004 incursion of SBR into the United States. Industry data were kept separate 
from other data provided by Federal or State authorities, but provided a complementary and 
comprehensive view to the total distribution and relevance of SBR findings over the season for 
the entire United States. 

The general public also plays an essential role in protecting U.S. plant and agricultural health. In many 
respects the public is a !ready involved in pest detection-a number of pests of regulatory significance 
have been found and reported by members of the public. However, public involvement is more 
serendipitous than planned. In 2007, the light brown apple moth was reported by a professor in Berkley, 
California, who found it in his backyard. Asian longhorned beetle was reported by a woman in 
Massachusetts, who found the pest while hiking. Given the large number of pests and the inherent 
difficulty of detecting and knowing the significance of any new or exotic plant pest, APHIS can benefit 
from an increase in the number of "eyes on the ground" to look for unusual plant pests should they be 
introduced into the United States. There are several challenges to engaging citizens meaningfully in this 
effort that APHIS will work to overcome-{ I) the need to educate the public regarding the pest threats 
of interest, (2) the need to establish a mechanism to more formally involve the public in PPQ's activities, 
and (3) the need to provide and communicate to the public the venue for repo11ing any pests that 
they find. 

This document describes strategies APHIS will pursue as it implements Section 10201 over the next 
5 years. lt also contains information about specific projects A PHIS is conducting in FY 2009 to initiate 
these strategies. 
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IMPLEMENTATION 
OF FARM BILL SECTION 10201 

FY 2009 

1. ENHANCE ANALYSIS AND SURVEY: $3,517,514 

GOAL: To enhance the gathering and analysis of all available data to efficiently and effectively 
make informed decisions and to deploy resources to detect pests as early as possible. 

This component of the plan wi II enhance pest detection survey activity in three ways: 

l. Identify and target hi gh-risk pest pathways, 
2. Fully fund the highest priority pest-specific surveys, and 
3. Enham.:e high-risk surveill ance programs through State survey cooperative agreements. 

Strategy 1. Identify and target high-risk pest path ways. 
Evaluate and mitigate high-risk pathways from ports-of-entry in th ose States that are hi gh-risk for exotic 
pests and disease introductions. Provide PPQ staff and stakeholders with detailed, field-level risk 
analyses for creating targeted surveys. This includes the development or application of on line tool(s) that 
allow APHTS personnel and cooperators to make intelligent, time ly choices as to the allocation of material 
and human resources for the highest risk pests, pathways, and points of entry or distribution. In FY 2009, 
APHIS will spend $639.548 on the new plant health information system and $373,070 on high risk 
pathway analysis projects. 

Strategy 2. Fu ll y fund the highest priority pest-specific surveys. 
Fu lly fund viable/specific local and nati onal detection su rveys to mitigate or manage immediate pest 
threats (i.e., plum pox virus [PPY] in Pennsy lvania, New York, and Michigan) and ex pand su rvey efforts 
for high-risk , economically significant pests and diseases (i.e., Phytophthora ramorum, false codling 
moth, and others). Note: Specific/target surveys will change from year to year to meet ever-changing 
pest and disease risks. In FY 2009, APHIS is spending $639 ,548 on PPV surveys and $ 159,887 on 
honeybee pest surveys. 

Strategy 3. Enhance high-risk surveillance programs through State survey cooperative agreements. 
Implement a targeted high-risk surveillance and mitigation program in the highest-risk States through 
Fann Bill cooperative agreements . In each State, APHIS will identify highest risk pests and pathways 
through the risk analysis system described above and from the Offshore Pest Information Program. 
In FY 2009, APH IS is al locating $1 , 705,461 among the hi ghest risk States for these surveys. 

II. TARGET DOMESTrC INSPECTION ACTIVITIES: $1,065,913 

GOAL: To target domestic inspection activities at vulnerable points in the safeguarding continuum 
that result from the movement of products and commodities potentially carrying pests of 
regulatory significance. 

Strategy 1. Promote and expand inland inspections of containers and mail facilit ies, where poss ible. 
One way to efficiently allocate resources towards this end is to identify commercial facilities that v.:ould 
be "choke points" and increase inspectional efforts at the Hawaii and Puetto Rico mail facil ities. Specific 
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locations would be targeted for inspection in order for States to find prohibited and/or pest-contaminated 
material and prevent its further distribution. 

Strategy 2. Expand the use of canine teams for domestic survey detection activities. 
Since 1984, APHTS has trained and utilized canines in agriculture quarantine inspection activities to 
detect high-risk agriculture items entering our country from foreign nations. APHIS would like to 
enhance States' efforts to mitigate pests that escape undetected through ports-of-entry by deploying 
canine teams at strategic locations within the States or at interstate borders and, in some cases, in tactical 
situations where potentially deliberate introductions of illegal goods have occurred. APHIS is using 
$ l ,065,913 in FY 2009 to train and deploy canine teams in California, one of the highest risk States. 

Strategy 3. Develop, initiate, and support States in inspections for Official Control. 
As the procedures and strategies for Official Control are developed, facilitate the delivery of a system 
to enhance States' inspection and surveillance activities as would be required under an official control 
program. 

Strategy 4. Promote increased levels of inspection for regulated articles for interstate movement. 
Increase the number and qua Ii ty of State inspections of facilities under Compliance Agreements to hand le 
regulated articles. Develop audit standards for these Compliance Agreements. 

Ill. ENHANCE PEST IDENTIFlCATlON AND TECHNOLOGY: $2,065,181 

GOAL: To develop, provide training, and deploy survey procedures and tools that will improve 
our ability to rapidly detect and accurately identify pests of regulatory significance. 

Strategy 1. Improve all aspects of early detection resources, including improving traps/lures and 
expanding their availability, developing novel approaches to survey for exotic pests, stockpiling supplies 
for rapid deployment, and developing new diagnostic techniques. 

Keys to this strategy include: 
Develop and improve traps and lures in terms of efficiency of catching targets (e.g., more specific traps lo 
reduce screening time) and ease of removing targets for identification (e.g., find alternatives for sticky 
traps for trapping Lepidoptera). 

1) Employ a system that procures and inventories traps and lures in advance of time needed in the field. 

2) Develop novel traps, lures, and survey strategies, including detector canines, to more efficiently 
detect target pests. 

3) Educate cooperators on the most efficient and effective trap and I ure com bi nations for target pests. 
Standardize methodology nationally. 

4) Develop and apply qua I ity control standards to traps and I ures used at the fie Id level. 

5) Design and develop electronic commodity-based identification tools (i.e., pests, diseases, weeds, 
disorders of a commodity) that complement and provide field detection support for CAPS 
commodity reference and survey guidelines publications to increase accurate and timely 
identification of pests. 
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6) Develop state-of-the-ai1 digital image-based identification capability. Based on analysis of need and 
image resources, design and develop a resource that allows users to filter, sort, group, and resize 
images to greatly faci I itate field identification of reportable and actionable pests by recognition . 

Jn FY 2009, APHIS is spending $243,028 on a trap/lure module in the plant health information system 
and $1, I 37,836 to purchase traps and lures to support survey efforts. 

Strategy 2. Enhance pest screening expertise and taxonomic capacity. 

Keys to thi s strategy include: 
1) Develop the expertise and capacity to identify a greater variety of plant pests to 

a. accept and screen a greater volume and variety of survey samples from States, 
b. train and certify field personnel for detecting specific threatening pests, 
c. provide screening aids, specimens, and tools for first detectors and cooperating land grant 

universities, State departments of agriculture, industry, and other Federal and State 
agencies, 

d. employ standardized pest identification procedures including procedures for 
communicating results, and 

e. oversee increased associated field infrastructure and agreements, thereby providing more 
timely and accurate identifications for pest detection activities. 

2) Develop cooperative agreements capitalizing on the taxonomic expertise at other institutions (i .e., 
land grant universities and State departments of agriculture) to augment national identification 
needs for surveys and function as regional taxonomic screening centers that accept and process 
survey samples from neighboring States. 

3) Develop, validate, and transfer diagnostic methods to cooperators. Accreditation and certification 
would be necessaJ)' to transfer the technology to non-PPQ entities, so that the knowledge, tools, 
and appropriate authority levels are shared beyond PPQ. 

In FY 2009, A PHIS is devoting $79,944 to increasing diagnostic support for high-threat arthropods. 

Strategy .3. Increase the deployment of molecular diagnostic tool s for specific plant diseases and pest 
identifications and determinations of pest point of origin by increasing resources for: 

method validations and operational deployments, 
laboratory accreditation, 
lrnnds-on b iochem ica I and molecular diagnostic laboratory training, and 
development of scienti fie expertise for the performance of molecular diagnostic analysi s and 
confirmation of· pest organisms. 

In FY 2009, APHlS is using approximately $604,373 to develop molecular diagnostic tools. 

Strategy 4. Develop and implement a comprehensive Trops & Lures (T&L) Management Program that 
will be held accounrable for the timely procurement and delivery of quo lity survey supplies to PPQ field 
personnel and St.ate cooperators. 

Keys to this strategy include: 
I) Est<iblish a National T&L Program to oversee and be held accountable for all aspects of the 

ordering, procurement, quality control and quality assurance, and delivery of survey supplies 
from the national level , including a National T&L Committee to provide direction and facilitate 
communicalions within the survey community. 
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2) Review the funding mechanism for trap and lure supplies and adjust as allowed by regulations. 
Conduct an audit of the accounting practices used in the program and implement 
recommendations in order to improve the reliability and efficiency of trap and lure procurements. 

3) Fund a suitable inventory of traps, lures, and other survey supplies to be stored at the warehouse 
in Mission. Texas, to guard against sho1tages du ring emergencies. 

4) Develop, implement, and maintain a new Web-based storefront for ordering supplies, mainta ining 
inventory, and tracki ng orders through shipment. The T&L Program should be user-friendly, 
flex ible, and responsive so that field personnel can procure needed survey supplies in a timely 
manner and maintain adequate supplies. 

5) Place or re-assign procurement personnel dedicated to the T&L Program at Moore Air Base in 
Edinburg. Texas, and Minneapolis, Minnesota. Thi s will strengthen the system and facilitate 
communications. 

6) Implement and integrate into the procurement process a quality control and quality assurance 
program to ensure the use of high-quality, effective materials in the fi eld . 

Currently, no Section 10201 funds are being devoted in FY 2009 to this strategy. APHIS-PPQ is 
currently working on a plan fo r addressing this strategy. 

Strategy 5. Pursue offshore initiatives to optimize early detecti on programs. 

Key components of th is strategy include: 
I ) Apply sophisticated pest prioritization methods to analyze, determine, and rank offshore pest 

threats to target offshore surveillance (i .e., via the Offshore Pest Info1mation Program, OPIP) and 
to alert Customs and Border Protection to look for the hi ghest risk pests. 

2) Work wit h partners to conduct offshore surveys as appropriate. Share distribution and pathway 
informat ion to en lrnnce the development of appropriate safeguard ing strategies at the U.S. border 
and domesti ca lly. 

3) Develop an expatriate plant inspection program to monitor pests that attack U.S. plant gennplasm 
abroad (similar to New Zealand's project). 

4) With cooperators, conduct methods development activi ties on emerging pest threats abroad to 
develop survey and control technologies, including biocontrol, that may be applied to the 
United States shou ld they become necessary. 

Jn FY 2009, A PHIS has provided $53 ,296 for di scovery of new biological control agents against the 
Asian citrus psyllid . However, this activity appears under Goal VI, Enhance Mitigation Capabilities, 
because of the immed iate need to develop tools to mitigate the spread and impact of Asian citrus 
psy llid in the United States. 

IV. SAFEGUARD N URSERY PRODUCTION: $1,388,174 

GOAL I: To develop science-based best management practices (BMPs) and risk mitigation 
practices to exclude, contain, and control regulated plant pests from the nursery production system. 
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Strategy 1. Establish and operate a research station in California (National Ornamentals Research Site at 
Dominican University) to develop BMPs to exclude, contain, and eradicate PhytophLhora ramorum in a 
nursery environment. 
This strategy is designed to improve the ability of nurseries to exc lude, detect and eradicate, and mitigate 
the spread, of P ramorum, as well as APHIS ' ability to regulate nurseries and the movement of nursery 
stock, and implement effective protocols to erad icate P. ramorum in the nursery setting. APHIS is 
prov iding $1,059,926 for the establishment of the experimental nursery within the area regulated for 
P. ramorum in Ca li fornia and an additional $53 ,296 to su pport State oversight of the nursery . 

Strategy 2. Expand research scope to study plant pests of quarantine significance that are present in 
Ca li fornia and threaten other States as well. 

GOAL II: To develop and harmonize audit-based Nursery Certification Programs (including the 
harmonization of different certification programs, audit and inspection training for cooperators, 
and launching). 

Strategy 1. Develop a harmonized and integrated nursery certification program to facilitate exports and 
the domestic movement of nursery stock in partnership with State regu latory officia ls. 
Thi s strategy includes the greenhouse program, the U.S. Nurseiy Certification Program, and other 
accreditation/certification initiati ves. TI1e nursery certification program has several components that 
include provi ding the cleanest possible environment ; iso lating the clean materia ls; and, following systems 
approaches and BMPs to keep plants healthy, documentation, recordkeeping, audit, and compliance. 
APHIS proposes to pa rtner with States through a memorandum of understand ing to adopt and implement 
nationa I standards for certification of greenhouses and registered nursery blocks producing nursery stock. 
Ultimately, the certification programs will be harmonized with North American Plant Protection 
Organization and Internati onal Plant Protection Convention guidelines. In FY 2009, APHIS is using 
$70,350 to develop model regu lations for a harmonized State-based nursery certification program and 
$107.604 to deve lop national nursery virus certificat ion program pilots in severa l states. 

Strategy 2. Develop and deliver training to cooperators, providing material and technical assista nce in 
developing the quality operational manu al for sma ll-scale nurseries. 
A PHIS proposes to deliver a training module through the Agency 's Profess ional Development Center 
( PDC) for audit-based certification programs for Federal and other cooperators. This training will be 
provided at regul ar intervals and measures will be in place to ensure the accreditation and certification 
of the trainees. The experimental nursery for P. ramorum and certified mother blocks \Viii be used as a 
classroom for training. In partnership with academic institutions, outreach and education will be provided 
to nurserymen and growers through med ia, publications and growers meetings. In addition, through St.ate 
cooperators, PDC wil l create technical assistance programs to help small-scale nurseries develop a quality 
manual enabling them to participate in the certification programs. APHJS is us in g $26,648 on training 
programs in FY 2009. 

Strategy 3. Work w ith a ll stakeholders and cooperators to launch and support the certification program 
for the nursery industry . 
This initiative includes launching audit-based ce11ification program pilots in select States, developing the 
training module for audit-based certification programs, and integrnting with planned initiatives of the 
National Clean Plant Network (NCPN) and other clean stock programs, as outlined under Section I 020 I 
of the 2008 Farm Bi ll . The commodity-based clean plant neh:vorks for grape and fruit trees currently 
provide certified planting materials to the nurseries and growers under State certification programs. 
APHIS expects that thi s clean plant program and the need for associated nursery cert ification will be 
expanded significantly as resou rces become avai lab le during FY 20 I 0. The ultimate objective is to 
develop a ''value added certified identity" to the planting material for acceptance by trading partners. 
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Procedures will be in place for audit, non-compliance, and mitigation. APHIS is spending $70,350 on 
outreach efforts in FY 2009. 

V. CONDUCT EDL!CATION AND OUTREACH: $1,100,023 

GOAL I: To increase public understanding, acceptance, and support of plant pest and disease 
eradication and control efforts. 

Strategy 1. Initiate efforts in affected or at-risk areas to systematically engage citizens in public 
decision-making and consensus-building forums in an effort to include public and stakeholder input when 
developing regu latory policy and program delivery strategies. 

Strategy 2. Enhance ongoing pest/disease infonnation campaigns by creating and maintaining a highly 
vis ible, centralized, and coordinated Web site and portal that offers timely, standardized information 
about plant pests/diseases of regulatory sign ificance. 

Strategy 3. Evaluate oppo1tunities in affected or at-risk areas to use social media to support strategic 
public cornmun ications. 

Jn FY 2009, A PH IS is spending $969, 981 on outreach programs for forest pests and $31 ,977 on outreach 
regarding laurel wilt, which threatens avocados. 

GOAL II: To encourage public and stakeholder participation in pest surveiJlance and detection 
activities and instill public confidence in PPQ programs. 

Strategy 1. Promote and expand the use of the APHIS PPQ Plant Biosecurity Curriculum in an effort to 
build an educat ional foundation for plant protection and biosecurity and regulatory stud ies in cooperation 
with educational institutions. 

Strategy 2. Develop and implement a formal volunteer program to support the Cooperative Agricultural 
Pest Survey. 

Strategy 3. Develop and promote a single, national mechanism (e.g., hotl ine and Web site) to simplify 
and streamline the reporting of suspected pests and diseases and ensure that reports are funneled to the 
appropriate authorities. 

Strategy 4. Conduct outreach to key stakeholder groups (e.g., scientific societies) to reinforce the 
importance of active reporting of suspected pests and diseases. 

In FY 2009, APHIS is using $98,064 to develop a series of First Detector Training modules appropriate 
for small farm audiences to be delivered in an extension/continuing education context. 

GOAL III: To increase the likelihood that the public will adopt behaviors to help mitigate the 
introduction or spread of exotic pests/diseases. 

Strategy J. Develop and implement a single, coordinated, national, multi-year public awareness/social 
marketing initiative co educate the public about the un intended consequences often associated with 
common behaviors (moving firewood, shipping citrus, traveling internationally, etc.) in an effort to create 
a sense of personal relevance/responsibility and motivate the pub lic to take steps to minimize the 
accidental introduction/spread of invasive species/exotic pests and disease. 
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VI. ENHANCE MITIGATION CAPABILITIES: $2,863,195 

GOAL: To provide an unencumbered mechanism to determine the most suitable mitigation 
measures and deploy resources quickly to reduce potential economic and environmental damage 
and further spread of a detected pest of regulatory significance when deemed appropriate. 

Section 10201 will help provide flexibility to enhance mitigation capabilities and avert large and often 
late (biologically speaking) emergency response efforts. The goal is to be able to rapidly respond to new 
pests when outbreaks are manageable. All six elements of the implementation plan, when conducted in a 
collaborative environment with stakeholders, will lead to lower-cost, more rapid responses to new pests. 
Activities such as increasing survey trap densities are an important aspect of rapid mitigation in the case 
or an exotic fruit fly detection and infestation. This mitigation function is carried out routinely in <:ilmost 
every fiscal year. APHTS carries out mitigation activities on a daily basis, such as implementing 
immediate trnce back and trace forward initiatives when Smuggling Interdiction and Trade Compliance 
personnel find illegal agriculture products in the marketplace. Rapid mitigation includes the 
safegu<:inling, se izure, and destruction of prohibited products and product recalls. APHIS' authority to 
cany out the range or mitigation activities exists as an inherent part of the consol idated Plant Protection 
Act. The only reason that the existing basic pest detection program did not carry out a robust agend<:i or 
mitigation initiatives was that the program never had adequate funding to support them. 

Strategy l. Build on and improve the current mechanism to assess and decide an appropriate short term 
course or action to respond quickly to a new detection of a pest of potential regulatory significance. 

Strategy 2. Utilize PPQ initial response protocols for the overarch ing goals of containment, control, or 
eradication at the onset of plant health emergencies. Promote the use of the JCS as a unified strategy 
between coopernting <:igencies in response to plant health emergencies. 

Strategy 3. To prepare the Agency and coll<lborative programs in the use of the JCS for plant health 
response activities by reaching risk-based target levels of capability with the development of a multi-year 
trnining schedule. 

Strategy 4. Provide technical assistance prior to, during, and immediately following the development of 
a plant health emergency through the development of New Pest Response Guidelines for the potential 
introduction of <;xotic plant pests. The New Pest Advisory Group (NPAG) works with interested and 
involved parties, surveys the literature, gathers expert opinion, and makes recommendations that are in 
the best interest of sa feguarding American plant resources. Only the PPQ Deputy Administrator can 
accept and put the recommendations into effect. NPAG recommendations may be one or the following: 
collect additional infonnation before a decision can be made to address Lhe new pest; conduct a survey to 
assess the p<;st's geographic range, host range, or damage; develop methods to detect, identify, control. or 
eradicate the pest; recommend no action; recommend an action to eradicate the pest, to quarantine the 
infected or infested area, to evaluate biological or chem ical control for pest management, to prepare and 
distribute educational infonnation to the public, or to recommend that PPQ refer options and actions to 
other institutions, such as affected States or industries. 

In FY 2009, APHIS is conducting activities to address situations involving a number of pests and diseases 
and prevent them from developing into full-blown emergencies: 

I) $906,026 for survey and suppression of Asian citrus psyllid in Mexico; 
2) $751 ,052 for PPV mitigation in New York, Michigan, and Pennsylvania; 
J) $664,064 for fruit fly mitigation in California; 
4) $291.562 for control of go lden nematode in targeted areas of New York; 
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5) $170,546 for laurel wilt research focused on protecting avocados; 
6) $26,648 for cryopreservation of fruit flies to enhance preparedness; and, 
7) $53,296 for discovery of new biological control agents aga inst the Asian citrus psyllid. 
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Control Number: 6034415

USDA -
Unhed States Department of Agriculture 

NOV - 2 2009 

The Honorable Rosa L. DeLauro 
Chairwoman 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D. C. 20515 

Dear Madam Chairwoman: 

As directed in the Joint Explanatory Statement accompanying the Omnibus Appropriations Act, 
2009, the Department of Agriculture (USDA), in consultation with the Administrator of the 
U.S. Agency for International Development (USAID), hereby submits to the Committees on 
Appropriations this quarterly report on the status of the Bill Emerson· Humanitarian Trust for the 
fourth quarter of fiscal year (FY) 2009. There have been no expenditures made under the trust 
during the fourth quarter. There were two purchase adjustments that occurred during the fourth 
quarter, resulting in positive allocations to the trust. The first is a return by USAID to the trust of 
$4.619 million that resulted from the closeout of awards from the trust for FY 2003 and 
FY 2005. The second, a return by USAID to the trust of $3,797, was made to the trust since the 
amount of funds USAID spent on contract expenses was Jess than the budgeted amount. 

USDA's Foreign Agricultural Service prepared this report in consultation with USAID's 
Office of Food for Peace. 

Similar letters have been sent to Congressman Kingston and Senators Kohl and Brownback. 

Sincerely, 

~~c~~ 
Secretary 

Enclosure 



NOV - 2 ?nog 

The Honorable Jack Kingston 
Ranking Member 

USDA -
United States Department of Agrk:ulture 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

As directed in the Joint Explanatory Statement accompanying the Omnibus Appropriations Act, 
2009, the Department of Agriculture (USDA), in consultation with the Administrator of the 
U.S. Agency for International Development (USAID), hereby submits to the Committees on 
Appropriations this quarterly report on the status of the Bill Emerson Humanitarian Trust for the 
fourth quarter of fiscal year (FY) 2009. There have been no expenditures made under the trust 
during the fourth quarter. There were two purchase adjustments that occurred during the fourth 
quarter, resulting in positive allocations to the trust. The first is a return by USAID to the trust of 
$4.619 million that resulted from the closeout of awards from the trust for FY 2003 and 
FY 2005. The second, a return by USAID to the trust of $3 ,797, was made to the trust since the 
amount of funds US AID spent on contract expenses was less than the budgeted amount. 

USDA's Foreign Agricultural Service prepared this report in consultation with USAID's 
Office of Food for Peace. 

Similar letters have been sent to Congresswoman DeLauro and Senators Kohl and Brownback. 

Sincerely, 

~L9.f2.~L__ 
Thom~_9sack 
Secretary 

Enclosure 
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The Honorable Herb Kohl 
Chainnan 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Conunittee on Appropriations 
United States Senate 
122 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

As directed in the Joint Explanatory Statement accompanying the Omnibus Appropriations Act, 
2009, the Department of Agriculture (USDA), in consultation with the Administrator of the 
U.S. Agency for International Development (USAID), hereby submits to the Committees on 
Appropriations this quarterly report on the status of the Bill Emerson Humanitarian Trust for the 
fourth quarter of fiscal year (FY) 2009. There have been no expenditures made under the trust 
during the fourth quarter. There were two purchase adjustments that occurred during the fourth 
quarter, resulting in positive allocations to the trust. The first is a return by USAJD to the trust of 
$4.619 mill ion that resulted from the closeout of awards from the trust for FY 2003 and 
FY 2005. The second, a return by USAID to the trust of$3,797, was made to the trust since the 
amount of funds USA ID spent on contract expenses was less than the budgeted amount . 

USDA's Foreign Agricultural Service prepared this report in consultation with USAID' s 
Office of Food for Peace. 

Similar letters have been sent to Senator Brownback, Congresswoman DeLauro, and 
Congressman Kingston. 

Sincerely, 

ck 
Secretary 

Enclosure 
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The Honorable Sam Brownback 
Ranking Member 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
I 90 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Senator Brownback: 

As directed in the Joint Explanatory Statement accompanying the Omnibus Appropriations Act, 
2009, the Department of Agriculture (USDA), in consultation with the Administrator of the 
U.S. Agency for International Development (USAlD), hereby submits to the Committees on 
Appropriations this quarterly report on the status of the Bill Emerson Humanitarian Trust for the 
fourth quarter of fiscal year (FY) 2009. There have been no expenditures made under the trust 
during the fourth quarter. There were two purchase adjustments that occurred during the fourth 
quarter, resulting in positive allocations to the trust. The first is a return by USAID to the trust of 
$4.619 million that resulted from the closeout of awards from the trust for FY 2003 and 
FY 2005. The second, a return by USAID to the trust of $3, 797, was made to the trust since the 
amount of funds USAID spent on contract expenses was less than the budgeted amount. 

USDA's Foreign Agricultural Service prepared this report in consultation with USAID's 
Office of Food for Peace. 

Similar letters have been sent to Senator Kohl, Congresswoman DeLauro, and 
Congressman Kingston. 

Sincerely, 

Secretary 

Enclosure 



Bill Emerson Humanitarian Trust 
Fiscal Year (FY) 2009 Financial Report 

FY 2009 Summary 

First Quarter 

Cash Available as of October l, 2008: 
- Expenditures: Commodity and Bags 

(Democratic People's Republic of Korea) 
Cash Balance Available as of December 31 , 2008: 

Second Quarter 

Cash Available as of January l , 2009: 
Cash Balance Available as of March 31 , 2009: 

Third Quarter 

Cash Available as of April 1, 2009: 
Cash Balance Available as of June 30, 2009: 

Fourth Quarter 

Cash Available as of June 30, 2009: 
- FY 03 and FY 05 Cash Recoveries Returned 

from USAID: 
- Expenditure Adjustment 
Cash Balance Available as of September 30, 2009 

$314,854,986.77 
($4,434,251.96) 

$3 I 0,420,734.81 

$3 10,420,734.81 
$310,420,734.81 

$310,420,734.81 
$3 I 0,420,734.81 

$310,420,734.8 1 
$4,619,394.26 

$3,797.30 
$315,043,926.37 



Control Number: 6070800

USDA 
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United States Department of Agriculture 

NOV 1 3 2009 

The President 
The White House 
1600 Pennsylvania Avenue, NW. 
Washington, D.C. 20500 

Dear Mr. President: 

Office of the Secretary 
Washington, O.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the Speaker of the House of Representatives, the 
President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Mr. President. 

Respectfully, 

~~~~ 
Secretary 

Enclosure 

An Equal Opportunity Employer 



NOV l 3 200 

The Honorable Nancy Pelosi 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Speaker of the House of Representatives 
U.S. Capitol, Room H-232 
Washington, D.C. 20515 

Dear Madam Speaker: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the President Pro 
Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work with you, Madam Speaker, and other leaders in Congress to 
improve the Department's performance and management-and our service to the Nation. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

NOV 1 3 2000 

The Honorable Robert Byrd 
President Pro Tempore of the Senate 
United States Senate 
311 Hart Senate Building 
Washington, D.C. 20510 

Dear Senator Byrd: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work with you, Senator Byrd, and other leaders in Congress to improve 
the Department's performance and management-and our service to the Nation. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

NOV 1 3 2009 

The Honorable Peter Orszag 
Director 
Office of Management and Budget 
725 171

h Street, NW. 
Washington, D.C. 20503 

Dear Director Orszag: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's Circular A-11, "Preparation, Submission, and Execution of the Budget." We have also 
provided copies of this report to the President of the United States, the Speaker of the House of 
Representatives, and the President Pro Tempore of the Senate. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work with you, Mr. Orszag, to improve the Department's performance 
and management-and our service to the Nation. 

Sincerely, 

Enclosure 

An Equal Opponunity Employer 



NOV 1 3 2009 

The Honorable David R. Obey 
Chairman 
Committee on Appropriations 
U.S. House of Representatives 
U.S. Capitol, Room H-218 
Washington, D.C. 20515 

Dear Mr. Chairman: 

USDA 
iiiml 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget' s (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation- in the years to come. Thank you for your support, Congressman Obey. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 
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The Honorable Jerry Lewis 
Ranking Member 
Committee on Appropriations 
U.S. House of Representatives 

USDA 
iimm 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

2112 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Congressman Lewis: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Congressman Lewis. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

NOY 1 3 2009 

The Honorable Rosa L. DeLauro 
Chairwoman 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2413 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB . 

USDA' s performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Congresswoman DeLauro. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 



NOV 1 3 2009 

The Honorable Jack Kingston 
Ranking Member 

USDA 
~ 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Congressman Kingston: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget' s (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA' s performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Congressman Kingston. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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The Honorable Daniel Inouye 
Chairman 
Committee on Appropriations 
United States Senate 
U.S. Capitol, Room S-128 
Washington, D.C. 20510 

Dear Mr. Chairman: 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Inouye. 

Sincerely, 

~L 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

NOY 3 ?fJQO 

The Honorable Thad Cochran 
Vice Chairman 
Committee on Appropriations 
United States Senate 
113 Dirksen Senate Office Building 
Washington, D.C. 20510-2402 

Dear Senator Cochran: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Cochran. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

NOV 1 3 {1 o 

The Honorable Herb Kohl 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
330 Hart Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB . 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Kohl. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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USDA 
~ 

United States Department of Agri.culture 

Office of the Secretary 
Washington, D.C. 20250 

The Honorable Sam Brownback 
Ranking Member 
Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
United States Senate 
Washington, D.C. 20510 

Dear Senator Brownback: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's Circular A-11, "Preparation, Submission, and Execution of the Budget." We have also 
provided copies of this report to the President of the United States, the Speaker of the House of 
Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA' s performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Brownback. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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NOV 1 3 ? I) 
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The Honorable Collin C. Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 

Office of the Secretary 
Washington, D.C. 20250 

1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Congressman Peterson. 

Sincerely, 

Thom 
Secret 

Enclosure 

An Equal Opportunity Employer 
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The Honorable Frank D. Lucas 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 

USDA a-
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

130 I Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Lucas: 

·The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation- in the years to come. Thank you for your support, Congressman Lucas. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

NOV 1 3 2 09 

The Honorable Blanche Lincoln 
Chairwoman 

Office of the Secretary 
Washington. O.C. 20250 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
328A Senate Russell Office Building 
Washington, D.C. 20510 

Dear Madam Chairwoman: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Govenunent Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Lincoln. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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NOV 1 3 ?n o 

The Honorable Saxby Chambliss 
Ranking Member 

Office of the Secretary 
Washington. D.C. 20250 

Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
Washington, D. C. 20510 

Dear Senator Chambliss: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Chambliss. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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The Honorable Edolphus Towns 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

Committee on Oversight and Government Reform 
U.S. House of Representatives 
2157 Rayburn House Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Congressman Towns. 

Sincerely, 

Enclosure 

An Equal Opportunity E111>loyer 
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United States Department of Agriculture 
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The Honorable John M. Spratt, Jr. 
Chairman 
Committee on the Budget 
U.S. House of Representatives 
207 Cannon House Office Building 
Washington, D.C. 20515-6065 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management- and its service to the 
Nation-in the years to come. Thank you for your support, Congressman Spratt. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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United States Department of Agriculture 

The Honorable Nick J. Rahall, II 
Chairman 
Committee on Natural Resources 
U.S. House of Representatives 

Office of the Secretary 
Washington, D.C. 20250 

1324 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget' s (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Congressman Rahall. 

Sincerely, 

Q-0.Y~ 
Sec re ta~ 
Enclosure 

An Equal Opportunity Employer 
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NOV 1 3 2009 

The Honorable Henry A. Waxman 
Chairman 
Committee on Energy and Commerce 
U.S. House of Representatives 
2125 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget' s (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Congressman Waxman. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 
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The Honorable Nydia Velazquez 
Chairwoman 
Committee on Small Business 
U.S. House of Representatives 
2361 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's Circular A-11 , "Preparation, Submission, and Execution of the Budget." We have also 
provided copies of this report to the President of the United States, the Speaker of the House of 
Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management- and its service to the 
Nation-in the years to come. Thank you for your support, Congresswoman Velazquez. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 



USDA 
~ 

United States Department of Agriculture 

NOV 1 3 2009 

The Honorable Kent Conrad 
Chairman 
Committee on the Budget 
United States Senate 
624 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation- in the years to come. Thank you for your support, Senator Conrad. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 



USDA 
~ 

United States Department of Agriculture 

NOV 1 3 2 09 

The Honorable Joseph I. Lieberman 
Chairman 
Committee on Homeland Security 

and Governmental Affairs 
United States Senate 
340 Dirksen Senate Office Building 
Washington, D.C. 205 l 0 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation- in the years to come. Thank you for your support, Senator Lieberman. 

Sincerely, 

Enclosure 

An Equal Opportunity E~loyer 



USDA 
ii.-

United States Department of Agriculture 

NOV 1 3 rl09 

The Honorable Tom Harkin 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

Committee on Health, Education, Labor, and Pensions 
United States Senate 
428 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of I 993 and the Office of Management and 
Budget's (OMB) Circular A-11 , "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Harkin. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 



USDA 
~ 

United States Department of Agriculture 

NOV 1 3 1J09 

The Honorable Jeff Bingaman 
Chairman 

Office of the Secretary 
Washington, D.C. 20250 

Committee on Energy and Natural Resources 
United States Senate . 
304 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget' s (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Bingaman. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 



USDA 
~ 

United States Department of Agriculture 

NOV 1 3 2009 

The Honorable Barbara Boxer 
Chairwoman 

Office of the Secretary 
Washington, D.C. 20250 

Committee on Environment and Public Works 
United States Senate 
410 Dirksen Senate Office Building 
Washington, D.C. 20510-6175 

Dear Madam Chairwoman: 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal ,Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11 , "Preparation, Submission, and Execution ofthe Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Boxer. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 



USDA 
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United States Department of Agriculture 

NOV l 3 ?OQ 

The Honorable Patrick Leahy 
Chairman 
Committee on the Judiciary 
United States Senate 
224 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) is pleased to present its Performance and Accountability 
Report for Fiscal Year 2009. This report was prepared in accordance with the requirements of 
the Government Performance and Results Act of 1993 and the Office of Management and 
Budget's (OMB) Circular A-11, "Preparation, Submission, and Execution of the Budget." We 
have also provided copies of this report to the President of the United States, the Speaker of the 
House of Representatives, the President Pro Tempore of the Senate, and the Director of OMB. 

USDA's performance results and services continue to address customer priorities and challenges 
in the management of an improved, effective, and accountable Department. 

USDA will continue to work to improve its performance and management-and its service to the 
Nation-in the years to come. Thank you for your support, Senator Leahy. 

Sincerely, 

Enclosure 

An Equal Opportunity Employer 





USDA -
United States 
Department of 
Agriculture 

JUN 2 8 2010 
Animal and 
Plant Health 
Inspection 
Service 

Legislative and 
Public Affairs 

Freedom of 
Information 

4700 River 
Road 
Unit 50 
Riverdale, MDThis is in response to your June 1, 2010, Freedom oflnformation Act (FOIA) request for a 
20737

-
1232 copy of each report produced for Congress by the USDA, during the past three years which 

are not posted on the USDA public internet website. Your request was received in this 
office on June 1, 2010, and assigned case number FOIA 10-475. 

Agency employees conducted a thorough search of their files and located 274 pages of 
responsive records. These records are appropriate for release in their entirety, without 
redactions. 

Inasmuch as this completes our work, we are closing your file in this office. If you have 
any questions, please contact Ms. Tamara M. Wade of my staff at (301) 734-5268. 

Sincerely, 

. ~v~ 
~TonyaG. Woods 
~ Director 

Freedom of Information & Privacy Act Staff 
Legislative and Public Affairs 

Enclosures 

APlllS Safeguardmg American Agriculture 
~ APHIS is an agency of USDA's Marketing and Regulatory Programs 

~ An Equal Opportunity Provider and Employer 



USDA -
United States 
Department of 
Agriculture 

JUN 2 8 2010 
Animal and 
Plant Health 
Inspection 
Service 

Legislative and 
Public Affairs 

Freedom of 
Information 

4700 River 
Road 
Unit 50 
Riverdale, MDThis is in response to your June 1, 2010, Freedom oflnformation Act (FOIA) request for a 
20737

-
1232 copy of each report produced for Congress by the USDA, during the past three years which 

are not posted on the USDA public internet website. Your request was received in this 
office on June 1, 2010, and assigned case number FOIA 10-475. 

Agency employees conducted a thorough search of their files and located 274 pages of 
responsive records. These records are appropriate for release in their entirety, without 
redactions. 

Inasmuch as this completes our work, we are closing your file in this office. If you have 
any questions, please contact Ms. Tamara M. Wade of my staff at (301) 734-5268. 

Sincerely, 

. ~v~ 
~TonyaG. Woods 
~ Director 

Freedom of Information & Privacy Act Staff 
Legislative and Public Affairs 

Enclosures 

APlllS Safeguardmg American Agriculture 
~ APHIS is an agency of USDA's Marketing and Regulatory Programs 

~ An Equal Opportunity Provider and Employer 



USDA -
United States Department of Agriculture 

The Honorable Saxby Chambliss 
Ranking Member 
Committee on Agriculture, Nutrition, 

and Forestry 
United States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Senator Chambliss: 

Office of lhe Secretary 
Washington, o.c. 20250 

JUL 0 7 2008 

Section 202 of the Specialty Crops Competitiveness Act of2004 (Public Law 108-465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required 
to report on "(l) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applications 
processed to completion; and (4) the number of backlog applications remaining." The report 
is enclosed. ,, 

• 
USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 

agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that determine how long it takes to comp]ete work on an export petition, including the number, 
gravity, and intricacy of issues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. AP HIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. • 

I am sending a similar letter to the Chainnan of the Senate Committee on Agriculture, 
Nutrition and Forestry, and the Chairman and ·Ranking.Member of the House C<;)lnmittee on 
Agriculture. 

Enclosure 

'0 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Opportunity Employer 



Spedalty Crops Competitiveness Act of2004, Report to Congress 
June 2008 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness Act of 
2004; the Department of Agriculture ~SDA) is transmitting the following information: . 

. ·,· •. ,. . 
1. The total number of applications processed to completion-234 total export issues were 

resolved in 2007*. This number includes progress on gaining or expanding market 
access; as well as retaining access to markets that were threatened. 

2. The number of backlog application~ processed to completion-6 of the export issuesp 
resolved in 2007 were backlog issues USDA has been working on for more than a year. 

. . 

.''!' 3. The percentage of backlog applications processed to completion-24 percent of backlog 
export issues were resolved in 2007. This number was obtained by dividing the number 
of backlog issues resolved in 2007 (6), by the number of backlog export issues that were 
pending (25). · · · 

4. The number of backlog applications remaining-There are 19 export issues remaining 
that were initiated prior to 2006. 

.,,. 
~ This number includes .the retention of the Canadian and Mexican markets for all the hosts of 
the Light Brown Apple Moth (these markets are wortl} an estimated $750 million annually), in 
addition to 19 specific commodities affected by regulatory changes in Thailand .(market value 
over $60 million). Tot.a,l market retention exceeded $886 million in 2007. 

1.i; .. 
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U.S. Department of Agriculture 

The Honorable Richard B. Cheney 
President of the Senate 
Washington, D.C. 20510 

Dear Mr. President: 

U.S. Department of Health and Human Services 

MAR - 6 2008 

We are pleased to transmit to the Congress the report on Thefts, Losses, or Releases of 
Select Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness 
and Response Act of 2002 (P.L. 107-188). SpecificalJy, the Act requires the Secretaries of the 
Departments of Health and Human Services and Agriculture to report to the Congress annually 
on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins regulated pursuant to that Act. · 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of 
Health and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release 
of a listed select agent or toxin. All notifications are investigated by the Department of Health 
and Human Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. 
The report of notifications received of a theft, loss, or release of a select agent or toxin between 
February 7, 2003, (the effective date of the interim final rule) and December 31, 2006, is 
enclosed. 

Your continued support in this critical area of public, animal and plant health, and 
national security is greatly appreciated. 

Sincerely, 

Edward T. Schafer 
Secretary 
Department of Agriculture 

Enclosure 

" 

.. 

Mic ael 0. Leavitt 
Secretary 
Department of Health and Human Services 

'--------~-----·--·~·--·--------------------------------



' '(~"'4- DEPARTMENT OF HEALTH & HUMAN SERVICES 

··,,·;:··. . 

.. 
' Public Health Service 

Centers tor Disease Control 
and Prevention (CDC) 

Atlanta GA 30333 

.. 

... ' . 

.. If' .. .. 

TO: 

FROM: 

The. Secretary 
Through: DS 

cos 
ES 

Director 
Centers for Disease Control and Prevention 

DEC 4 2JJ07 

SUBJECT: Report to Congress on Thefts, Losses, or Releases of a Select Agent or Toxin 

BACKGROUND 

Section 201(a) of the Public Health Security and Bioterrorism Preparedness and Re£ponse Act of2002 
(P.L. !07-1088) required the Secretary to report to Congress annually on the number and nature of 
notifications received in accordance with subsection (e)(8) (relating to theft or loss) and subsection (j) 
(rel~ting to,reJea~s) of a select agent or toxin. 

As required by the Act, the Department of Health and Human Services promulgated an interim final rule 
on December 13, 2002 (67 FR 76885) and published the final rule on March 18, 2005 (70 FR 13294) 
regarding the possession, use, and transfer of select agents and toxins. All provisions of the final rule 
supersede those contained in the interim final rule. The final rule became effective on April 18, 2005. As 
part of that rule, an individual or entity must immediately report any theft, loss, or release of a select agerit 
or toxin and submit a completed Report of Theft, Loss, or Release of Select Agents and Toxins (Fotrn 3) 
within se~en days of the incident. .• 

To com~ly with the requirement of the Act, the CDC Select Agent Program requests to submit the 
attached report in coordination with the Select Agent Program at the Department of Agriculture (USDA) 
to Congress to report the eighty-three (83) reports of Theft, Loss, or Release of a select agent or toxin 
received b)t CDC and USDA between February 7, 2003 (the effective date of the interim final rule) and 
December -31, 2006. 

RECOMMENDATION 

recommend that you review and approve the attached report. 

MAR - 6 2008 

Auachmc:;nts (2) " 
Tab A - Trarismittal letters 

. Tab B...: Report1o Congress · 

.• 

t • ~ ... 

\ 



U.S. Department of Agriculture 

"'-

The Honorable Nancy Pelosi 
Speaker of the House of Representatives 
Washington, D.C. 20515 

Dear Madam Speaker: 

. ; . 

, . . . .. 

U.S~Department.of Healltl,.and HumaitServices 

MAR - 6 2008 

• . . . ~ 

We are pleased to transmit to the Congress the report on Thefts, Losses, or Releases of 
Select Agents or Toxins as required by the Public Health Security and Bioterrorisn\ Preparedness 
and Response Act of 2002 (P.L. 107-188). SpecificalJy, the Act requires the Secretaries of the 
Departments of Health and Human Services and Agriculture to report to the Congress annually 
on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins regulated pursuant to that Act. 

. . 
Regulations issued pursuant to the Act require all persons to notify either the Secretary of 

Health and Human Services or the Secretary of Agriculture in the event of aJheft, lqss, or.release 
of a listed seleet agent or toxin. All notifications are investigated by the Department pf Health 
and Human Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. 
The report of notifications received of a theft, loss, or release of a select agent or toxin between 
February 7, 2003, (the effective date of the interim final rule) and December 31, 2006, is 
enclosed. 

Your continued support in this critical area of public, animal and plant health, and 
national security is greatly appreciated. 

Sincerely, 

Edward T. Schafer 
Secretary 
Department of Agriculture 

·Enclosure 

Mic ael 0. Leavitt 
Secretary 
Department of Health and Human Services 

., 

· .... 

http:U.S~Department.of
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U.S. Department of Agriculture·'-' • U.S. Department ot Health and Human Services 

The Honorable Mitch McConnell 
Senate Minority Leader 
Washington, D.C. 205 IO 

Dear Settator McConnell: 

... 

}tfAR - 6 2008 

' . . •':' 

• • ' • .. • .-_"---~'\ • f " 

We are pleased to transmit to the Congress the report on Thefts, Losses. or Releases of 
Select Agents or Toxins as required by the Public Health Security. and Biotevorism Preparedness 
and Response Act of 2002 (P.L. l 07-188). Specifically, the Act requires tile Secretaries of the 
Departments of Health and Human Services and Agricuiture to report to the Congress annually 
on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins regulated pµrsuant to that Act. 

-· 

Regulations issued pursuant1o tt(e Act re~uire all persoris to notify either the Secretary of 
Health and Human Services or the Secretary of Agriculture in the event of. jl. theft, Joss, or release 
of a listed select agent or toxin. All .rtotifications are investigated by the Depari:ment of Health 
and Human Services, the Department of Agriculture, and/or the Federal Bureau of .Investigation. 
The report of notifications received of a theft, loss, or release of a select agent or toxin between 
February 7, 2003, (the effective date of the interim final rule) and December 31, 2006, is 
enclosed. · ' 

Your continued support in this critical area of public, animal and plant health, and 
national security is greatly appreciated. · 

Sincerely, 

... 

Secretary 
Department of Agriculture 

Enclosure 

. .... ·" .. 
Michael 0. Leavitt 
Secretary 

:.• 

. Department of Health and Human Services 



, " . . . 
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U.S. Oepartplento! Agriculture 

The Honorable Steny H. Hoyer 
House Majority Leader 
Washington, D.C. 20515 

Dear Congressman Hoyer: 

U.S. Oepartlpent of Health and Human Services 

MAR - 6 2008 

· We are pleased to transmit to the Congress the repon on Thefts. Losses, or .Releases of 
• Select Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness 

and Response Act of 2002 (P.L. l 07-188). Specifically, the Act requires the Secretaries of the 
Departme~ts. o{ Health and Human Services and Agriculture to report to the Congress annually 

~ on the number and nature of notifications received concerning the theft, loss. or release of 
biological agents or toxins regulated pursuant to that Act. 

Regulations issued pursuant to the Act require ·au persons to notify either the Secretary of 
. Health and"'Hum~n Services or the Secretary of Agriculture in the event of a theft, loss, or release 

of a listed select agent or toxin. All notifications are investigated by the Department of Health 
•. and Human Services! the Department of Agriculture, and/or the Federal ~ureau of Investigation. 

The report of notifications received of a theft, loss, or release of a select agent or toxin between 
February 7, 2003, (the effective date of the interim final rule) and December 31, 2006, is 
enclosed. · 

Your continued support in this critical area of public, animal and plant health, and 
national security is greatly appreciated. 

Sincerely, 

·Edward T:Scha 
Secretary 
Department of Agriculture 

Enclosure 

Mi hael 0. Leavitt 
Secretary 
Department of Health and Human Services 

<• 



.. .. .. 

. 
U.S. Department of Agriculture U.S. Department of Health and Human Services 

The Honorable John Boehner 
House Minority Leader 
Washington, D.C. 20515 

Dear Congressman Boehner: 

MAR - 6 2008 

. -
We are pleased to transmit to the Congress the report on Thefts, Losses, or Releases of 

Select Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness 
and Response Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the 
Departments of Health and Human Services and Agriculture to report to the Congress annually 
on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins regulated pursuant to that Act. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of 
Health and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release 
of a listed select agent or toxin. All notifications ~re investigated by the Department of Health 
and Human Services, the Department of Agricuiture, and/or the Federal Bureau of Investigation. 
The report of notifications received of a theft, loss, or release of a select agent or toxin between 
February 7, 2003, (the effecti·ve date of the interim final rule) and December 31, 2006, is 
enclosed. 

Your continued support in this critical area of public, animal and plant health, and 
national security is greatly appreciated. 

Sincerely, 

Edward T. Schaf e 
Secretary 
Department of Agriculture 

Enclosure 

Mic ael 0. Leavitt 
Secretary 
De~artment of Health and Human Services 

.. 
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The· Department of Agriculture and the Department of Health and Human Services 
Report to Congress on Thefts,.Losses, or Releases of Select Agents or Toxins 

.. February 7, 2003, to December 31, 2006 

The Public Health Security and Bfoterrorism Preparedness and Response Act (P.L. 107-188) 
requires the Secretaries of Health and Human Services and Agriculture to report to the Congress· · 
annually on the number and nature of notifications received concerning the theft, loss, or release 
of biological ~gents or toxins (select agents) regulated pursuant to that Act. 

Overview ,.. 
' 

The Select Ageni Programs at the Department of Health and Human Services (HHS$ and the 
Department of Agriculture (USDA) received 83 reports1 of Theft, Loss2

, or Release of a select 
agent or toxin between February 7, 2003, (the effective date of the interim final rule) and 
December 31, 2006. As a result of the follow-up investigations conducted by HHS, USDA, and 
the Federal Bureau of Invel'tigation (FBI) regarding these .reports, it was determined'that there 
were: 

• No confirmed thefts of a select agent; 
• No confirmed losses of a select agent; and 
• Five confirmed releases of a select agent. 

Nine reports involved an apparent non-compliance with the Select Agent Regulations. Of the 9 
reports, 6 reports were referred to the HHS Office of Inspector General (010) and 3 reports were 
referred to the USDA, Animal and Plant Health Inspe,ction Service, Investigative and 
Enforcement Services (IES) for further investigation and enforcement. 

Nine reports di.d not involv.e a select agent. For the re.rriaining 74.of the initial 83 reports 
received by HHS and USDA, there were 28 reports of a possible los.s of a select agent and 46 
reports of a possible release o.f a select agent. 

Reports of Possible Losses 

Of the 74 reports involving select agents, there were 28 reports of a possible loss of a select 
agent. Of the 28 reports: · 

• Twelve reporr,, jnvolved a transfer in which the. entire shipment of select agents did not 
occur. 

• /-!'. 

1 This report does not include reports from the Texas A&M University investigation. The reports will be included in 
the annual report for 2007. 
2 A loss is defined as a failure to account for a select agent or toxin. . ·. -.: 
3 A release is defined as an occupational exposure or release of a select agent or toxin outside of the· primary barriers · 
of the biocontainment area. 



Thefts, Losses, or Releases of Select Agents or Toxins 
February 7, 2003, to December 31, 2006 
Page2 

• Ten reports involved an inventory discrepancy where the entity could not account for 
vials containing a select agent. Based on the investigations conducted by HHS, FBI, 

. USDA IES, or USDA 010, the' accounting discrepancies were determined to be a result 
of poor recordkeeping by the entities. Five of the 10 reports involved an apparent 
non-compliance with the Select Agent Regulations. Two reports were referred to HHS 
010 and the other 3 reports were referred to USDA IES .for further investigation and 
enforcement. :.[··:, · · 

• Three reports involved a possible Joss where the entity could not account for mice 
infected with a select agent. Based on the investigation conducted by HHS and the FBI, 
the mice were believed to have been cannibalized by other mice in the cage or buried 
under the bedding and autoclaved by mistake by the animal care staff. Two of the 3 . 
reports involved an apparent non-compliance of the Select Agent Regulations and were 
referred to HHS.010 for further investigation and enforcement. 

• Two reports involved a delay in transfer of a select agent. For one report, the delay was 
due to a hurricane. For the other report, the delay was due 'to high volume of shipments 
related to the holiday season. 

• One report identified a loss during transit. After the entity report.ed the loss of select 
agents in transit during importation into the United States, the FBI tracked the packages 
to Belgium where the select agents were incinerated. 

Reports of Possible Releases 

Of the 74 reports involving select agents, there were 46 reports regarding a possible release of a 
select agent.· It is important to note that none of the reported releases were considered by HHS or 
U~DA to be a threat to public, animal, or plant health. Of the 46 reports: 

• There were 5 confirmed reports of releases of a select agent. These releases were 
identified by illnesses in 7 laboratorians that had occurred as a result of wqrking with 
these materials. 

• Two of these reports involved exposure to Newcastle 9isease virus (velogenic) and 

• 

. res}Jlted in conjunctivitis. . . , 
'·' . 

One of these reports involved exposure o(J laboratorians to a virulent strain of 
Francise/la tularensis. This resulted from an error in the identification of the strain, . 
which led the laboratorians to manipulate the strain under Biosafety Level 2. 
conditions, which in tum failed to protect the workers from possible aerosol 
exposure. 

' ... 

http:report.ed


Thefts, Losses, or Releases of Select Agents or Toxins 
February 7, 2003, to December 31, 2006 
Page 3 

• Two of the reports involved exposure to Bruce/la that resulted in illness. One of 
these two reports involved an exposure to a virulent Brucel/a melitensis strain in a · 
diagnostic laboratory. As with the Francisel/a tularensis incident, a significant 
factor in this release was the incorrect identification of the organism. In this case,·· 
prior to its identification as Bruce/la, this strain was handled in conditions that did 
not protect the worker from potential aerosol exposure. The second report involved 
the exposure of a laboratorian to Bruce/la in a research laboratory in which the 
exact incident involving the exposure was not determined. 

• In all cases, the individuals involved have recovered from their illnesses. 

< . 

• Twenty-three reports involved incidents where a possible exposure of the select agent • 
.. may haw occurred and medical treatment was provided as a precaution, but no illnesses 

or other evidence of infection occurred. Two of the 23 reports involved an apparent 
non-compliance of the Select Agent Regulations and were referred to HHS OIG. for 
further investigation and ~nforcement. 

• Fourteen reports involved a release outside the primary barrier of containment. However, 
after the investigation was conducted by HHS and USDA Select Agent Programs, it was 
determined that an occupational exposure was unlikely. 

• Four reports were determined to not be occupational exposures or releases outside the 
primary barrier of containment after investigations were conducted by the HHS Select 
Agent Program. 

Summary 

In summary, the Select Agent Program received 83 reports of Theft, Loss, or Release of a select 
agent or toxin between February 7, 2003, and December 31, 2006. As a result of the follow-up 
investigations conducted by HHS, USDA, and the FBI regarding these reports, it was determined 
that there were: 

• No confinned thefts of a select agent; 
• No conflnned losses of a select agent; and 

~· · · • five confirmed releases of a select agent. 
' . -

·~--~--~--~-·-·-------------------------------------' 



DEPARTMENT OF HEALTH & HUMAN SERVICES 

TO: 

FROM: 

The Secretary 
Through: DS 

cos 
ES 

Director. 
Centers for Disease Control and Prevention 

'• 

Public Health Service 

Centers for Ois·ease Control 
and Prevention (CDC) 

Atlanta GA 30333 

· . .OEC· .. 4 2007 

SUBJECT: Report to Congress on Thefts, Losses, or Releases of a Select Agent or Toxin 

BACKGROUND 
.. 

Section 20 I (a) of the Public Health Security and Bioterrorism Preparedness and Response Act of 2002 
(P.L. 107-1088) required the Secretary to report to Congress' annually on the number and nature of 
notifications received in accordance with subsection (e)(8) (relating to theft or loss) and subsection G) 
(relating to releases) of a select agent or toxin. " . 

·:.;;.: . ' . . . . .· .... 
As required by the Act, the Department of Health and Human Services promulgated an interim final rule 
on December 13, 2002 (67 FR 76885) and published the final rule on March 18, 2005 (70 FR 13294) 
regarding the possession, use, and transfer of select agents and toxins. All provisions of the final rule 
supersede those contained in the interim final rule. The final rule became effective on April 18, 2005. As 
part of that rule, an individual or entity must immediately report any theft, loss, or release of a select.agent 
or toxin and submit a completed Report of Theft, Loss, or Release- of Select Agents and Toxirts (Form 3) 
within seven days of the incident. · .. 
To comply with the requirement of the Act, the CDC Select Agent Program requests to submi.nhe
attached report in coordination with the Select Agent Program at the Department of Agriculture (USDA) 
to Congress to report the eighty-three ( 83) reports of Theft, Loss, or Release of a select agent or toxin 
received by CDC and USDA between February 7, 2003 (the effective date of the interim final rule) and 
December 31, 2006. 

RECOMMENDATION 

recommend that you review and approve the attached report. 

Attachments (2) 
Tab A - Trarismittal letters 
Tab B - Report to Congress 
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U.S. Department of Agriculture . " ~ ' 

The Honorable Richard B. Cheney 
President of the Senate · 
Washington, D.C. 20510 

Dear Mr. President: 

U.S. Department of Health and Human Services 

MAR - 6 2008 

We are pleased.t-O transmit to the Congresslhe report on Thefts, Losses; or Releases of 
Select Agents or Toxins as required by the Public Health Security and Biqterrorism Preparedness 
and Response Act of 2002 (P.L. 107-188). Specifically, the Act requires the Secretaries of the 
Departments of Health ,and Human Services and Agriculture to report to the Congress annually 
on the number and ·nature· of notifications received cbnceming the theft. loss, or release of 
biological agents or toxins regulated pursuant to that Act. 

. . 
Regulations issued pursuant to the Act require all persons to notify either the Secretary of 

Health and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release 
of a listed select agent or toxin. All notifications are investigated by the Department of Health 
and Human Services, the Department of Agriculture, and/or the Federal Bureau of Investigation. 
The report of notifications received of a thefi, Ioss, or release of a select agent or toxin· between 
February 7, 2003, (the effective date Qf the interim final rule) and December 31, 2006, is 
enclosed. 

Your continued support in this critical area of public, animal and plant health, and 
national security is greatly appreciated. 

Sincerely, 

Edward T. Schafer 
Secretary 
Department of Agriculture 

Enclosure 

Mic ael 0. Leavitt 
Secretary 
Department of Health and Human Services 



U.S. Department of Agriculture U.S. Department of Heal1h aad Human Services 

MAR - 6 2008 

The Honorable Nancy Pelosi 
Speaker of the House of Representatives . 
Washington. D.C. 20515 

Dear Madam Speaker: 

We are pleased to transmit to the Congress the report on Thefts, Losses, or Releases of 
Select Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness 
and Response Act of 2002 (P.L. l 07-188). Specifically, the Act requires the Secretaries of the 
Departments of Health and Human Services and Agriculture to report to the Congress annually 
on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins regulated pursuant to that Act. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of 
Health and Human Services or the Secretary of Agriculture in the event of a theft, loss, or release 
of a listed select agent or toxin. AU notifications are investigated by the Department of Health 
and Murnan Services, the Department of Agriculture. and/or the Federal Bureau of Investigation. 

· The report of notifications received of a theft, loss. or release of a select agent or toxin between 
February 7, 2003, (the effective date of the interim final rule) and December 31, 2006, is 
enclosed. 

Your continued support in this critical area of public, animal and plant health, and 
national security is greatly appreciated. 

Sincerely, 

. Edward T. Schafer 
Secretary 
Department of Agriculture 

Enclosure 

•. ' 

Mic ael 0. Leavitt 
Secretary 
Department of Health and Human Services 

, 
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U.S. Department of Agriculture U.S. Department of Health and Human S#Jrvlc.es · . 

The Honorable Mitch McConnell 
Senate Minority Leader 
Washington, D.C. 205 JO 

Dear Senator McConnell.: 

MAR - 6 2008 

. . 

< •• 

We are pleased to transmit to the Congress the report on Thefts, Losses, or Releases of 
Select Agents or Toxins as required by the Public Health Security and Bioterrorism Preparedness 
and Response Act of 2002 (P.L. 107-188 ). Specifically, the Act requires the Secretaries of the · 
Departments of Health and Human Services and Agriculture to report to the Congress annually 
on the number and nature of notifications received concerning the theft, loss, or release of 
biological agents or toxins regulated pursuant to that Act. 

Regulations issued pursuant to the Act require all persons to notify either the Secretary of 
Health and Human Services or the Secretary of Agriculture in the event of a theft, loss, or rel~ase 
of a listed select agent or toxin. All notifications are investigated by the Department of Health 
and Human Services, the Department of Agriculture, andior the Federal Bureau of Investigation. 
The repon of notifications received of a theft, loss, or release of a select agent or toxin between 
February 7, 2003, {the effective date of the interim final rule) and December 3 J, 2006, is 
enclosed. 

Your continued support in this critical area of public, animal and plant health, and 
national security is greatly appreciated. 

Sincerely, 

Secretary 
Department of Agriculture 

Enclosure 

Mictiael 0. Leavitt 
Secretary 
Department of Health and Human Services 

. . 

• . 
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The Department of Agriculture and the Department of Health and Human Services 
Report to Congress on Thefts, Losses, or Releases of Select Agents or Toxins 

February 7, 2003~ to December 31, 2006 

The Public Health Security and Bioterrorism Preparedness and Response Act (P.L. 107-188) 
requires the Secretaries of Health and Human Services and Agriculture to report to the Congress 
annually on the number and nature of notifications received concerning the theft, loss, or release 
of biological agents or t?xins (select agents) regulated pursuant to that Act. 

Overview 

The Select Agent Programs at the Department of Health and Human Services (HHSJ and the 
Department of Agriculture (USDA) received 83 reports 1 of Theft, Loss2

, or Release of a select 
agent or toxin between February 7, 2003, (the effective date of the interim final rule) and 
December 31, 2006. As a result of the follow-up investigations conducted by HHS, USDA, and 
the Federal Bureau of Investigation (FBI) regarding these reports, it was detennined that there 
were: 

• No confinned thefts of a select agent; 
• No confinned losses of a select agent; and 
• Five confirmed releases of a select agent. 

Nine reports involved an apparent non-compliance with the Select Agent Regulations. Of the 9 
reports, 6 reports were referred to the HHS Office ofinspector General (OIG) and 3 reports were 
referred to the USDA, Animal and Plant Health Inspection Service, Investigative and 
Enforcement Services (JES) for further investigation and enforcement. 

Nine reports did not involve a select agent. For the remaining 74 of the initial 83 reports 
received by HHS and US DA, there were 28 reports of a possible loss of a select agent and 46 
reports of a possible release of a select agent. 

Reports of Possible Losses 

Of the 74 reports involving select agents, there were 28 reports of a possible loss of a select 
agent. Of the 28 reports: 

• Twelve reports involved a transfer in which the entire. shipment of select agents did not 
occur. ~ . c 

1 This report does not include reports from the Texas A&M University investigation. The reports will be included in 
the annual report for 2007. 
2 A loss is defined as a failure to account for a select agent or toxin. 
3 A release is defined as an occupational exposure or release of a select agent or toxin outside of the primary barriers 
of the biocontainment area. 
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• Ten reports involved an inventory discrepancy where the entity could not account for 
vials containing a select agent. Based on the investigations conducted by HHS, FBI, 
USDA IES, or USDA OIG, the accounting discrepancies were determined to be a result 
of poor recordkeeping by the entities. Five of the l 0 reports involved an apparent 
non-compliance with the Select Agent Regulations. Two reports were referred to HHS 
OIG and the other 3 reports were referred to USDA JES for further investigation ana 

. enforcement. 

' 
• Three reports involved a possible loss where the entity could not account for mice 

infected with a select agent. Based. on the investigation conducted by' HHS and the FBI, 
the mice were believed to have been cannibalized by other mice in the cage or buried 
under the bedding and autoclaved by mistake by the animal .care staff. Two of t~e 3 
reports involved an apparent non-co'mpliance of the Select Agent Regulations and were 
referred to HHS OIG for further investigation and enforcement. 

• Two reports involved a delay in transfer of a select agent. For one report, the delay was 
due to a hurricane. For the other report, the delay was due to high volume of shipments .,. 
related to the holiday season. 

• One report identified a loss during transit. After the entity reported the loss of select 
agents in transit during importation into the United States, the FBI tracked the packages 
to Belgium where the select agents were incinerated. 

Reports of ·Possible Releases .... 

Of the 74 reports involving select agents, there were 46 reports regarding a possible release of a 
select agent. It is important to note that none of the ·reported releases were con~idered by HHS or 
USDA to be a threat to public, animal, or plant health. Of the 46 reports: 

' 

• There were 5 confirmed reports of releases of a select agent. These releases were 
identified by illnesses in 7 Jaboratorians that had occurred as a result of working with 
these materials. 

. . . . . 
• Two of these reports involved e?Cpasure to Ne~castle disease virus (velogenic) and 

resulted in conjunctivitis. ·. · · . · · · ·· ~ " ~~-~ · · 
.... 

• One of these reports involved exposure of 3 laboratorians to a virulent strain of 
Francisella tularensis. This resulted from an error in the identification of the strain, 
which l~e laboratorians to manipulate the strain under Biosafety Level 2 
conditions, which in tum failed to protect the workers from possible aerosol 
exposure. 

http:Agents.or
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.. 
• Two of the reports involved exposure to Bruce/la that resulted in illness. One of 

these two reports involved an exposure to a virulent Bruce/la melitensis strain iru 
diagnostic laboratory. As with the Francisella tularensis incident, a significant 
factor in this tetease was the incorrect identification of the organism. In this case, 
prior to· its identification'as Bruce/la, this strain was handled. in conditions that did 
not protect the worker from potential aerosol exposure. The second report involved 
the exposure of a laboratorian to Bruce/la in a research laboratory in which the 
exact incident involving the exposure was not determined. 

• In all cases, the individuals involved have recovered from their illnesses. 
·., .. ... . 

• • Twenty-three reports involved incidents where a possible exposure of the select agent 
may have occurred and medical treatment was provided as a precaution, but no illnesses 
or other evidence of infection occurred. Two of the 23 reports involved an apparent 
non~compliance of the Select Agent Regulations and were referred to HHS OIG for'" 
further investigation and enforcement. 

• Fourteen reports involved a release outside the primary barrier of containment. However, 
after the investigation was conducted by HHS and USDA Select Agent Programs, it was 
detennined that an occupational exposure was unlikely. 

• Four reports were determined to not be occupational exposures or releases outside the 
prit.narY barrier of co.ntainment after investigations were conducted by the HHS Select 
Agent Program. 

Summary 

In summary, the Select Agent Program received 83 reports of Theft, Loss, or Release of a select 
agent or toxin between February 7, 2003, and December 31, 2006. As a result of the follow-up 
investigations conducted by HHS, USDA, and the FBI regarding these reports, it was detennined 
that there were: 

• No confirmed thefts of a select agent; 
• ·No confirmed tosses of a· select agertt; and 
• Five confirmed releases of a select agent: 

·,:..,.. .. 



The Honorable Bob Goodlatte 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 

USDA -
United States Department of Agrlculture 

Office of the Secretary 
Washinglon, D.C. 20250 

JUL 0 7 2008 

1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Goodlatte: 

Section 202 of the Specialty Crops Competitiveness Act of2004 (Public Law 108-465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required 
to report on "(l) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applications 
processed to completion; and (4) the number of backlog applications remaining. " The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that determine how long it takes to complete work on an export petition, including the number, 
gravity, and intricacy of issues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Chairman of the House Committee on Agriculture, and 
the Chairman and Ranking Member of the Senate Committee on Agriculture, Nutrition and 
Forestry. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 
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• Specialty Crops Competitiveness Act of 2004, Report to Congress · 
- · · June2008 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness Act of 
2004, the Department of Agriculture (USDA) is transmitting the following information: 

1. The total number of applications processed to completion-234 total export issues were 
resolved in 2007*. This number includes progress on gaining or expanding market 
.access •. as well as retainins:access to markets that were t~eatened. 

,., . . 
2. The number of backlog applications processed to completion--6 of the export issues 

resolved in 2007 were backlog issues USDA has been working on for more than a year. 

3. The percentage of backlog applications processed to completion-24 percent of backlog 
export issues were resolved in 2007. This munber was obtained by dividing the number 
of backlog issues resol_ved in 2007 (6), by the number of backlog export issues that were 
pending (25). · ·· ' • · · .. .. 

4. The number of backlog applications remaining-There are 19 export issues remaining 
that were initiated prior to 2006. 

* This number includes the retention of the Canadian and Mexican markets for all the hosts of 
the Light Brown Apple Moth (these markets are worth an estimated $750 million annually), in 
addition to 19 specific commodities affected by regulatory changes in Thailand (market value 
over $60 million). Total market retention exceeded $886 million in 2007. 

, . if!' .. .. 

-:-· 



The Honorable Collin C. Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

FEB 1 z008 

1301 Longworth House Office Building 
Washington, D.C. 20515 

De;u Chairman Peterson: 

I would like to take this opportunity to update you on the Department of Agriculture's (USDA) 
new protocol with the Canadian Food Inspection Service (CFIA) concerning hunter-harvested 
birds transiting the border during a highly pathogenic avian influenza (HP AI) incident. 

As you know, following the confirmation of a strain of HP AI H7N3 at a commercial broiler 
breeder farm in Saskatchewan Province on September 27, 2007, all unprocessed avian 
products-including hunter-harvested birds-from Saskatchewan were denied entry into the 
United States for several days. Due to the limited information that was initially available and the 
serious risks associated with HPAI, officials with USDA's Animal and Plant Health Inspection 
Service (APHIS) deemed that a blanket restriction was the most prudent course of action to take. 
However, after our officials had the opportunity to evaluate data concerning the scope and nature 
of the outbreak, APHIS rescinded the ban on hunter-harvested birds on October 2, 2007. On 
January 14, 2008, after reviewing a final report from CFIA demonstrating that the outbreak only 
occurred at a single premises and that appropriate measures were taken, APHIS removed all 
remaining restrictions on unprocessed avian products from the province of Saskatchewan. 

In response to this situation, the Chief Veterinary Officers of the United States and Canada 
recently revised the protocol for HP AI incidents. In the event of an HP AI incident in 
commercial poultry under the revised protocol, hunter-harvested wild birds and wild bird 
products will be permitted to cross the border, unless there is evidence that wild birds are 
epidemiologically linked to the outbreak in commercial poultry.' However, all live avians 
and unprocessed avian products from a designated HP Al outbreak zone would continue to be 

An Equal Opportunity E~ 



The Honorable Collin C. Peterson 
Page 2 

restricted. This decision is consistent with World Organization for Animal Health guidelines. 
As is customary, hunters will need to show a permit to hunt in Canada in order to bring their 
game into the United States. 

I appreciate your interest in this matter. If you have any questions or need more information, 
please do not hesitate to contact me. 

Sin~~J. ely, . *· . . . ---/~ //~~--
' (,) ~~ 
~ig~t· 

Under Secretary 
Marketing and Regulatory Programs 



USDA 
~--

United State• Department of Agriculture 

Office of the Secretary 
Washington, 0.0. 20250 

The Honorable Collin Peterson 
Chainnan, Committee on Agriculture 
U.S. House of Representatives 
1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chainnan: 

JllL 0 7 2008 

Section 202 of the Specialty Crops Competitiveness Act of2004 (Public Law 108-465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. SpecificaHy, USDA is required 
to report on "{1) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applications 
processed to completion; and (4) the number of backlog applications remaining. " The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that detennine how long it takes to complete work on an export petition, including the number, 
gravity, and intricacy of issues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Ranking Member of the House Committee on 
Agriculture, and the Chainnan and Ranking Member of the Senate Committee on Agriculture, 
Nutrition and Forestry. 

Sincerely, · 

Secretary 

Enclosure 

An Equal Opportunity Employer 
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Specialty Crops Competitiveness Act of2004, Report to Congress 

June 2008 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness Act of 
2004, the Department of Agriculture (USDA) is transmitting the following information: 

1. The total number of applications processed to COI!}pletion-234 total export issues were 
resolved in 2007*. Tiris number includes progress on gaining or expanding market 

. · aceess, as well· as ret\ining access to markets that Were threatened. 

2. The number of backlog applications processed to completion-6 of the export issues 
resolved in 2007 were backlog issues USDA has been working on for more than a year. 

3. The percentage of backlog applications processed to completion-24 percent of backlog 
export issues were resolved in 2007. This number was obtained by dividing the number 
of backlog issues resolved in 2007 (6), by the number of backlog export issues that were 
pending (25). . · 

4. The number of backlog applications remaining-There are 19 export issues remaining 
that were initiated prior to 2006. 

* This number includes the retention of the Canadian and Mexican markets for all the hosts of 
the Light Brown Apple Moth (these markets are worth an estimated $750 million annually), in 
addition to 19 specific commodities affected by regulatory changes in Thailand (market value 
over $60 mil1ion). Total market retention exceeded $886 million in 2007. 

. ; . 
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United States Department of Agriculture 

The Honorable Tom Harkin 

Office of the Secretary 
Washington, o.c. 20250 

JUL O 7 2008 

Chairman, Committee on Agriculture, Nutrition, 
and Forestry 

United States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Section 202 of the Specialty Crops Competitiveness Act of 2004 (Public Law l 08-465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required · 
to report on "(l) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3)·the percentage of backlog applications 
processed to completion; and (4) the number of backlog applications remaining. " The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that determine how long it takes to complete work on an export petition, including the number, 
gravity, and intricacy ofissues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Ranking Member of the Senate Committee on 
Agriculture, Nutrition and Forestry, and the Chairman and Ranking Member of the House 
Committee on Agriculture.' . 

Sincerely, 

Secretary 

Enclosure 

An Equal Opponunity Employer 
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. Specialty Crops Competitiveness Act of 2004, Report to Congress 
· June 2008 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness Act of 
2004, the Department of Agriculture (USDA) is transmitting the following information: 

1. The total number of applications processed to completion-234 total export issues were 
resolved in 2007*. This number includes progress on gaining or expanding market 
access, as well .as retaining access to markets that were threatened. 

2. · The number ~f backlog :application~ processed to completion--6 of the export issues 
resolved in 2007 were backlog issues USDA has been working on for more than a year. 

3. The percentage of backlog applications processed to completion-24 percent of backlog 
export issues were resolved in 2007. This number was obtained by dividing the number 
of backlog issues resolved in 2007 (6), by the number of backlog export issues that were 
~~~· ' 

4. The number of backlog applications remaining-'--There are 19 exp6rt issues remaining 
that were initiated prior to 2006. · 

* This number includes the retention of the Canadian and Mexican markets for all the hosts of 
the Light Brown Apple Moth (these markets are worth an estimated $750 million annually), in 
addition to 19 specific commodities affected by regulatory changes in Thailand (market value 
over $60 million). Total market retention exceeded $886 million in 2007 . 

.. .. ' 



The Honorable Tom Harkin 

USDA -
United Statea·Department of Agrlcultura 

Office of the Secretary 
Washington, O.C. 20250 

JUL O 7 2008 

Chainnan, Committee on Agriculture, Nutrition, 
and Forestry 

United States Senate 
328-A Russell Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chainnan: 

Section 202 of the Specialty Crops Competitiveness Act of2004 (Public Law 108-465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required 
to report on "(l) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applications 
processed to completion; and (4) the number of backlog applications remaining. " The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
· agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that detennine how long it takes to complete work on an export petition, including the number, 
gravity, and intricacy of issues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS~related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Ranking Member of the Senate Committee on 
Agriculture, Nutrition and Forestry, and the Chairman and Ranking Member of the House 
Committee on Agriculture. 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 

: .. --·- ·-
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USDA -

United States Department of Agriculture . " 

The Honorable Saxby Chambliss 
Ranking Member 
Committee on Agriculture, Nutrition, 

and Forestry· 
United States Senate . 
328:-A RusseIJ Senate Office Building 
Washington, D.C. 20510 

Dear Senator Chambliss: 

Office of the Secretary 
Washington, o.c. 20250 

JUL 0 7 2008 

Section 202 of the Specialty Crops Competitiveness Act of2004 (Public Law 108465) 
directed the Department of Agriculture (USDA) to report on progress made in reducing the · 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required 
to report on "(l) the total number of applications processed to completion; (2) the number of 
backlog applications pt:ocessed to completion; (3) the percentage of bqcklog applications 
processed to completion; and (4) the number of backlog applications remaining." The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that detennine how long it fakes to complete work on an export petition, including the number, 
gravity, and intricacy ofissues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

.• . I am sending a similar letter to the Chainnan of the Senate Committee on Agriculture, 
Nutrition and Forestry, ~d the Chainnan and Ranking Member of the House Committee on 

·• · A:griculture. · ···~ • 
'" 

.. 
·-

Enclosure 

Sincerely, 

p:dward T. ,Schafer 
Secretary 

An Equal Opponunity Employer 



USDA .. 
United States Department of Agriculture 

Office of !he Secretary 
Washington, D.C. 20250 

The Honorable Collin Peterson 
Chahman, Committee on Agriculture 
U.S. House of Representatives 
1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chainnan: 

.ll IL 0 7 2008 

Section 202 of the Specialty Crops Competitiveness Act of2004 (Public Law 108-465) 
. directed the Department of Agriculture (USDA) to ~port on progress made in reducing the 

backlog ofapplications for exports of U.S. specialty crops, Specifically, USDA is required 
to report on "(l) the totar number of applicatfons processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applications 
processed to completion; and (4) the number of backlog applications remaining." The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS} works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block trade. There are several challenging factors 
that determine how long it takes to complete work on an export petition, including the number, 
gravity, and intricacy of issues raised by an export petition, and the willingness of the foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Ranking Member of the House Committee on 
Agriculture, and the Ch~irman and Ranking Member of the Senate Committee on Agriculture, 
Nutrition:and Forestry. 

. ', 

Enclosure 

, · Sin~rely, 

Edward T. Schafer 
. Secretary 

An Equal Opportunity Employer 

• 



The Honorable Bob Goodlatte 
Ranking Member 
Committee on Agriculture 
U.S. House of Representatives 

USDA -
United States Department of Agrlcult':'ra 

Office of the SecretarY 
Washington, D.C. 20250 

JUL 0 7 2008 

1301 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Goodlatte: 

Section 202 of the Specialty Crops Competitiveness Act of2004 (Publi£ I:aw 108-465) 
directed the Dep,artment of Agriculture (USDA) to report on progress made in reducing the 
backlog of applications for exports of U.S. specialty crops. Specifically, USDA is required 
to report on "(l) the total number of applications processed to completion; (2) the number of 
backlog applications processed to completion; (3) the percentage of backlog applic(jtions 
processed to completion; and (4) the number of backlog applications remaining. " The report 
is enclosed. 

USDA's Animal and Plant Health Inspection Service (APHIS) works to facilitate safe 
agricultural trade. Sanitary (animal health) and phytosanitary (plant health) (SPS) issues are 
sometimes used inappropriately to restrict or block irade. There are several challenging factors 
that determine how long it takes to complete work on an export petition, including the munber, 
gravity, and intricacy ofissues raised by an export petition, and the willingness oithe foreign 
government to negotiate over a particular request. However, APHIS officials strive to resolve 
SPS trade barriers by working with their foreign counterparts to eliminate unjustified SPS 
measures, negotiate science-based import requirements and standards, and intervene to release 
U.S. shipments held at foreign ports due to SPS-related concerns. APHIS' efforts are key to 
protecting and expanding U.S. access to foreign markets worth millions of dollars in agricultural 
trade annually. 

I am sending a similar letter to the Chairman of the House Committee on Agriculture, and 
the Chairman and Ranking Member of the Senate Committee on Agriculture, Nutrition and 
Forestry:. · · · 

Sincerely, 

Secretary 

Enclosure 

An Equal Opportunity Employer 



Specialty _Crops Competitiveness Act of 2004, Report to Congress 
June 2008 

In response to the requirements of Section 202 of the Specialty Crops Competitiveness Act of 
2004, the Department of Agriculture (USDA) is transmitting the following infonnation: 

1. The total number of applications processed to completion-234 total export issues were 
resolved in 2007*. This number includes progress on gaining or expanding market 
access, as well as retaining access to markets that were threatened. 

2. The number of backlog applications .processed to completion--6 of the export issues 
resolved in 2007 were backlog issues USDA has been working on for more than a year. 

3. The percentage of backlog applications processed to completion-24 percent of backlog 
export issues were resolveain 2007. This number was obtained by dividing the number 
of backlog issues resolved in 2007 (6), by the number of backlog export issues that were 
pendi~g (25). 

. ' 
4. The number of backlog applications remaining-. There are 19 export issues remaining 

that were initiated prior t\) 2006. 

* This number includes the retention of the Canadian and Mexican markets for all the hosts of 
the Light Brown Apple Moth (these markets are worth an estimated $750 million annually), in 
addition to 19 specific commodities affected by regulatory changes in Thailand (market value 
over $60 million). Total market retention exceeded $886 million in 2007. 

·-



SEP - l 2009 

The Honorable Saxby Chambliss 
Ranking Minority Member 

UflitedStates Da~t of Agrlc~e 

Ofiict1 of Ille$~ 
Wa$1:1lngton, o.c. 20250 

Committee on Agriculture, Nutrition and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D. C. 20510-6000 

Dear Senator Chambliss: 

As requested by the Food, Conservation, and Energy Act (Farm Bill) of 2008, ram writing to 
provide a report on the plans developed by the Animal and Plant Health Inspection Service 
(A PHIS) for funding provided under Section 1020 l of the Act for Plant Pest and Disease 
Management and Disaster Prevention. In developing these plans, APHIS sought input from 
the National Plant Board and State departments of agriculture and consulted its Cooperative 
Agricultural Pest Survey cooperators, the Specialty Crop Farm Bi 11 Alliance, industry 
organizations, and other stakeholders. All agree that early pest detection is important in avoiding 
significant economic and envirorunental damage. Once a pest becomes established or spreads 
significantly. the cost to eradicate, suppress, or manage it can be in the millions-not to mention 
the cost in lost crops and damage to the ecosystem. APHIS and its partners are using the Farm 
Bill fonds to build on existing early detection efforts and develop new strategies to identify pests 
and diseases that pose threats to U.S. agriculture and ways to mitigate them. 

Section l 020 I will al low A PHIS to bridge the gaps between a myriad of pest detection and 
surveillance programs and increase the diagnostic capacity for plant pests and diseases. 
By better integrating and coordinating Federal, State, and industry efforts on this front, 
APHIS can develop a more comprehensive picture of plant health in the United States based 
on solid, accurate data. This information will help considerably to facilitate and enhance trade 
opportunities for U.S. plant producers and nursery growers. APHJS and its cooperators have 
identified six key areas to concentrate on: 1) enhanced anafysis and survey; 2) targeted 
inspection at vulnerable points in the United States; 3) enhanced pest identification tools and 
technology; 4) programs to safeguard nursery production; 5) enhanced education and outreach; 
and, 6) enhanced mitigation capabilities. 

APHlS held a 2-day stakeholders meeting at its Riverdale, Maryland, headquarters office 
June 8-9, 2009, to get feedback on its fiscal year (FY) 2009 spending plan and to develop 
priorities for FY 2010. APHIS will continue to keep the States' needs in mind as we implement 
Section 10201 and allocate funds. As part of this effort, we have actively sought our partners' 



The Honorable Saxby Chambliss 
Page 2 

input in developing goals, objectives, strategies, milestones, and timelines. We will continue to 
seek their feedback, evaluating and adjusting the plan as needed to reach our goals and ensure 
that available funding is distributed fairly, effectively, and efficiently. 

Enclosed is a document describing APHIS' plans for the Section 10201 funds. It outlines the 
strategies APHJS will use to implement Section 10201 over the 5 years authorized in the 
Farm Bill and describes specific projects APHIS is conducting in FY 2009. I appreciate the 
Committee's interest in this matter. Similar letters are being sent to Congressmen Peterson and 
Lucas and Senator Harkin. 

Sincerely, 

~~~::;L 
Secretary 

Enclosure 



. SEP - 1 2009 

The Honorable Collin C. Peterson 
Chairman 
Committee on Agriculture 
U.S. House of Representatives 

USDA 
~ . -

United States Department of Agriculture 

Office of lhe Secretary 
Washington, D.C. 20250 

130 I Longworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

As requested by the Food, Conservation, and Energy Act (Farm Bill) of 2008, I am writing to 
provide a report on the plans developed by the Animal and Plant Health Inspection Service 
(APHIS) for funding provided under Section l 020 I of the Act for Plant Pest and Disease 
Management and Disaster Prevention. In developing these plans, APHJS sought input from 
the National Plant Board and State departments of agriculture and consulted its Cooperative 
Agricultural Pest Survey cooperators, the Specialty Crop Farm Bill Alliance, industry 
organizations, and other stakeholders. All agree that early pest detection is important in avoiding 
significant economic and environmental damage. Once a pest becomes established or spreads 
significantly, the cost to eradicate, suppress, or manage it can be in the millions-not to mention 
the cost in lost crops and damage to the ecosystem. APHIS and its partners are using the Farm 
Bill funds to build on existing early detection efforts and develop new strategies to identify pests 
and diseases thatpose threats to U.S. agriculture and ways to mitigate them. 

Section 1020 I wi I l allow APHlS to bridge the gaps between a myriad of pest detection and 
surveillance programs and increase the diagnostic capacity for plant pests and diseases. 
By better integrating and coordinating Federal, State, and industry efforts on this front, 
AP HIS can develop a more comprehensive picture of plant health in the United States based 
on solid, accurate data. This information will help considerably to facilitate and enhance trade 
opportunities for U.S. plant producers and nursery growers. APHIS and its cooperators have 
identified six key areas to concentrate on: I) enhanced analysis and survey; 2) targeted 
inspection at vulnerable points in the United States; 3) enhanced pest identification tools and 
technology; 4) programs to safeguard nursery production; 5) enhanced education and outreach; 
and, 6) enhanced mitigation capabilities. 

AP HIS held a 2-day stakeholders meeting at its Riverdale, Maryland, headquarters office 
June 8-9, 2009, to get feedback on its fiscal year (FY) 2009 spending plan and .to develop 
priorities for FY 2010. APHIS will continue to keep the States' needs in mind as we implement 
Section l 0201 and allocate funds. As part of this effort, we have actively sought our partners' 



The Honorable Collin C. Peterson 
Page 2 

input in developing goals, objectives, strategies, milestones, and timelines. We will continue to 
seek their feedback, evaluating and adjusting the plan as needed to reach our goals and ensure 
that available funding is distributed fairly, effectively, and efficiently. 

Enclosed is a document describing APHIS' plans for the Section 10201 funds. It outlines the 
strategies APHIS will use to implement Section l 020 I over the 5 years authorized in the 
Farm Bil.I and describes specific projects APfUS is conducting in FY 2009. I appreciate the 
Committee's interest in this matter. Similar letters are being sent to Congressman Lucas and 
Senators Harkin and Chambliss. 

Sincerely, 

~I~~~ 
Secretary 

Enclosure 



Introduction 

r. ~- FOOD, CONSERVATION, AND ENERGY ACT OF 2008 
FARM BILL SECTION 10201 

PLANT PEST AND DISEASE MANAGEMENT 
AND DISASTER PREVENTION 

The Farm Bill-H.R. 6124 Food, Conservation, and Energy Act of2008-became law in June 2008. 
Section l 020 l ("Plant Pest and Disease Management and Disaster Prevention") directs the Secretary of 
Agriculture to make available Commodity Credit Corporation funds for early plant pest detection and 
surveillance, for threat identification and mitigation of plant pests and diseases, and for technical 
assistance in the development and implementation of audit-based certification systems and nursery plant 
pest risk management systems. The 5-year Farm Bill specifies that these funds be made available 
incrementally, starting with $12 million in fiscal year (FY) 2009, $45 million in FY 2010, and 
$50 million in FY 2011 and thereafter. As required by the Farm Bill, the Department of Agriculture's 
(USDA) Animal and Plant Health Inspection Service (APHIS) sought input from the National Plant 
Board and State departments of agriculture. APHIS also consulted its Cooperative Agricultural Pest 
Survey (CAPS) cooperators, the Specialty Crop Farm Bill Alliance, industry organizations, and other 
stakeholders. 

Now more than ever, early pest detection is important to avert significant economic and environmental 
damage in our country. Once a pest becomes established or spreads significantly, the cost to eradicate, 
suppress, or manage it can be in the millions-not to mention the cost in lost crops and damage to the 
ecosystem. In 1997, for example, it was estimated that introduced invasive species cost taxpayers 
$41 billion annually in lost production, prevention, and control expenses. In 1998, the impact due to 
weeds alone was estimated at about $15 billion. In 2005, some of the previous estimates were updated 
to $34.5 billion due to all invasive plants (cultivated or weedy) and $59.4 billion in damages caused by 
microbials (affecting animals and/or plants). However, when a pest or disease is detected early, plant 
health officials can respond rapidly to eradicate the outbreak before it has a chance to become established 
or spread to other areas. This results in significant cost savings, as it avoids the high costs of a long-term 
management program and helps maintain access to international markets for U.S. plants and plant 
products. 

An Enhanced Approach to Pest Detection and Mitigation 

From a historical perspective, the pest detection program within APHIS is similar to Farm Bill Section 
10201. The program uses a multi-pronged strategy to accomplish its mission of identifying pest threats. 
This includes developing and deploying scientifically sound survey protocols and pest diagnostics, 
conducting pest surveys, accurately identifying pests of regulatory significance, and reporting pest survey 
results in a timely manner. To support and facilitate exports and interstate commerce, the program also 
maintains nationwide survey results for pests of regulatory significance as a means to provide direct 
evidence of pest-free areas in the United States. 

All of these efforts involve stakeholders, the scientific community, other USDA agencies and Federal 
entities, State departments of agriculture, universities, and industry partners. In most cases, APHIS 
establishes formal partnerships with these groups through cooperative agreements administered by the 
CAPS program. APHIS and its State cooperators carry out surveys for high-risk pests of national and 
state interest through the CAPS network each year. The National Agricultural Pest Information System 
is the database that serves as the repository of survey results conducted by the States under cooperative 
agreements with APHIS and is available to both Federal officials and State cooperators. However, the 



current pest deteetmn program cannot fund the diversity of approaches proposed in Section 10201 without 
impacting the sustainability of CAPS with all 50 States and 3 Territories. To begin, the program does not 
provide for an adequate and immediately available resource base to implement rapid mitigation of new 
threats. Section 10201 provides funds-and flexibility in the funding structure--over the next 5 years to 
support some emergency mitigation activities. Having the necessary resources for rapid mitigation will 
position APHIS to develop a more proactive approach to plant health protection, solidifying its 
partnerships with the States and industry, and enabling meaningful advances in our pest detection 
infrastructure. These funds will not preclude requests for additional funds if necessary to mitigate the 
most severe new pest incursions, but they will provide much needed flexibility and ready access to funds 
to assist States in their initial mitigation efforts. 

APHIS believes rapid mitigation is critical to averting plant pest-caused "disasters," and it proposes a 
significant proportion of Section 10201 funding be used for this effort. Rapid mitigation is essential 
for eradication and control of a plant pest or disease outbreak in order to prevent economic and or 
environmental harm, after an outbreak has been detected and verified. Cooperators have told APHIS 
they would be more willing to report a new pest because they would be more likely to benefit from a 
"surgical" mitigation that is specific to a small area, is quick, and doesn't cause longer-term, deleterious 
local or national impacts. 

By capitalizing on APHIS' existing pest detection program and surveillance system, the Agency will 
work to establish an unprecedented level of communication and coordination with the States, industry, 
and the public. APHIS' State plant health regulatory counterparts and departments of agriculture fully 
appreciate what it takes to eradicate, suppress, or manage a pest outbreak, as they are our partners in 
carrying out emergency mitigation programs. While our partners actively support the survey activity to 
detect pests of national importance, they also want flexibility in determining how to use Federal funds 
provided through Section 10201 of the 2008 Farm Bill. In particular, the States have expressed the need 
to use the Farm Bill funds to support their efforts not just to discover new pests as in the current CAPS 
program but to mitigate pests offshore and pathways of introduction, prepare for the potential introduction 
of certain pests, and rapidly and effectively respond to introductions when they occur. 

Key Strategies 

This plan defines the following strategies-organized into six major areas-to integrate and coordinate 
plant pest and disease management and disaster prevention activities that will be funded by Section 10201 
of the 2008 Farm Bill: 1) enhancing plant pest/disease analysis and survey; 2) targeting domestic 
inspection activities at vulnerable points; 3) enhancing pest identification tools and technology; 4) 
developing programs to safeguard nursery production; 5) enhancing outreach and education to increase 
public understanding and support of plant pest and disease eradication and control programs; and 6) 
enhancing mitigation capabilities. Specific actions and spending figures for each of these six areas are 
further described below. 

Benefits to Small Producers and Distributors 

All U.S. producers, small and large, will benefit from an enhanced early detection system that prevents 
introductions of exotic pests from becoming widespread and requiring costly control measures. Activities 
conducted under the following four areas will specifically benefit small producers: 

Enhance plant pest/disease analysis and survey 
Under this strategy, APHIS will fund surveys for high-risk pests such as plum pox virus and 
Phytophthora ramorum. These surveys will provide protection for and help small growers and nursery 
owners avoid control costs through rapid and thorough detection of pests that threaten their operations. 
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Safeguard nursery production 
Activities included in this strategy include developing science-based best management practices and risk 
mitigation practices to exclude, contain, and control regulated pests from the nursery production chain 
and developing and harmonizing audit-based nursery certification programs. These activities will help 
small producers and distributors mitigate pest risks, reduce operational costs, enhance the value of nursery 
stock they produce, and facilitate movement of plant material. 

Outreach and education 
Under this strategy, APIDS will work to engage the public in early detection efforts through, among 
other things, a formal volunteer program for exotic pest surveillance. Interested small producers and 
distributors could benefit from the training for volunteers on recognizing and reporting exotic pests. 

Enhance mitigation capabilities 
Under this strategy, APHIS will provide technical assistance prior to, during, and immediately following 
the development of a plant health emergency through the development of New Pest Response Guidelines 
(Action Plans), as well as strengthening rapid mitigation capabilities. Although larger growers can 
sometimes absorb the cost of quarantine actions and loss of business, smaller growers are often 
challenged to stay in business after being under quarantine for a season. These new funds will provide for 
small, quick, and effective mitigation that will reduce disproportional impacts to small growers, releasing 
them from quarantine quickly and allowing them to get back into production. 

Partnership and Collaboration 

Many organizations play a crucial role in protecting the Nation's agriculture, environment, and natural 
resources from plant pests and disease. APIDS' Plant Protection and Quarantine (PPQ) program works 
closely with several Federal, State, industry, academic, and foreign entities to develop and implement 
scientifically-sound approaches to pest detection, surveillance, and eradication. APHIS is responsible for 
coordinating the identification and prioritization of pest threats of national interest, identifying survey 
protocols, prescribing pest diagnostic procedures, confirming the taxonomic identity of plant pests, 
administering cooperative agreements to States to carry out pest and disease detection surveys, ensuring 
the timely recording and reporting of survey results, and coordinating regulatory response to pest and 
disease outbreaks. Other agencies within USDA that also have a role include: 

• Cooperative State Research, Education, and Extension Service (CSREES). CSREES provides 
outreach to and training for first detectors, oversees the National Plant Diagnostic Network, and 
conducts diagnostic response exercises for pests of regulatory significance. When a pest cannot 
be eradicated, CSREES, through its Land Grant University system, may provide research to 
support long-term control efforts. 

• Agricultural Research Service (ARS). ARS conducts research, searches for biological control 
agents in foreign countries, and coordinates the development of certain high-priority National 
Plant Disease Recovery preparedness documents in response to HSPD9. ARS also serves as a 
technical liaison to the Environmental Protection Agency on pesticide issues via their Office of 
Pest Management Policy. 

• U.S. Forest Service (FS). FS manages pests (including survey activity) in national forests, and 
coordinates similar efforts with the State and private foresters. 

• Risk Management Agency (RMA). RMA provides guidance for documenting good farming 
practices and crop insurance programs. 
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State department~ of agri'culture play a critical role by carrying out pest and disease detection surveys 
as part of the CAPS program. States also carry out specific pest and disease detection and delimiting 
surveys to support control and eradication programs. States often lead specific regulatory responses to 
new pests in accordance with APHIS national policy, typically as a joint command with PPQ under the 
Incident Command System (ICS). 

Expanded and enhanced partnerships with plant industries and academia has created new opportunities 
for information sharing and coordinated pest and disease detection and reporting activities. Collaboration 
and cooperation, based on well-established partnerships between plant industries, State officials, 
academia, and PPQ, remains the catalyst for continued success. PPQ' s partnerships will be essential to 
the success of actions identified in this plan, as well as future strategies. In fact, several new 
opportunities exist or are being developed to work with industry in finding and reporting pest and 
diseases new to the United Sates. 

• The part of this plan addressing nursery programs is a partnership with several States, national, 
regional and State organizations, focused on best management practices. It is important to place 
some responsibility on industry, while providing a reasonable level of Federal oversight that is 
not unnecessarily burdensome. 

• Certain industry organizations have proposed sharing data with AP IDS on pests of mutual 
interest. There is tremendous benefit to enhancing the export certification program in some of 
these cooperative efforts. For example, when seed labs are accredited and certified, the quality of 
certain data may be validated. With soybean rust (SBR), industry stakeholders voluntarily 
entered their disease observations into an electronic system that APIDS had initially funded to 
respond to the 2004 incursion of SBR into the United States. Industry data were kept separate 
from other data provided by Federal or State authorities, but provided a complementary and 
comprehensive view to the total distribution and relevance of SBR findings over the season for 
the entire United States. 

The general public also plays an essential role in.protecting U.S. plant and agricultural health. In many 
respects the public is already involved in pest detection-a number of pests of regulatory significance 
have been found and reported by members of the public. However, public involvement is more 
serendipitous than planned. In 2007, the light brown apple moth was reported by a professor in Berkley, 
California, who found it in his backyard. Asian longhorned beetle was reported by a woman in 
Massachusetts, who found the pest while hiking. Given the large number of pests and the inherent 
difficulty of detecting and knowing the significance of any new or exotic plant pest, APHIS can benefit 
from an increase in the number of"eyes on the ground" to look for unusual plant pests should they be 
introduced into the United States. There are several challenges to engaging citizens meaningfully in this 
effort that APHIS will work to overcome-{1) the need to educate the public regarding the pest threats 
of interest, (2) the need to establish a mechanism to more formally involve the public in PPQ' s activities, 
and (3) the need to provide and communicate to the public the venue for reporting any pests that 
they find. 

This document describes strategies APHIS will pursue as it implements Section l 0201 over the next 
5 years. It also contains information about specific projects APHIS is conducting in FY 2009 to initiate 
these strategies. 
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IMPLEMENTATION 
OFF ARM BILL SECTION 10201 

FY2009 

I. ENHANCE ANALYSIS AND SURVEY: $3,517,514 

GOAL: To enhance the gathering and analysis of all available data to efficiently and effectively 
make informed decisions and to deploy resources to detect pests as early as possible. 

This component of the plan will enhance pest detection survey activity in three ways: 

1. Identify and target high-risk pest pathways, 
2. Fully fund the highest priority pest-specific surveys, and 
3. Enhance high-risk surveillance programs through State survey cooperative agreements. 

Strategy 1. Identify and target high-risk pest pathways. 
Evaluate and mitigate high-risk pathways from ports-of-entry in those States that are high-risk for exotic 
pests and disease introductions. Provide PPQ staff and stakeholders with detailed, field-level risk 
analyses for creating targeted surveys. This includes the development or application of online tool(s) that 
allow APHIS personnel and cooperators to make intelligent, timely choices as to the allocation of material 
and human resources for the highest risk pests, pathways, and points of entry or distribution. In FY 2009, 
APHIS will spend $639,548 on the new plant health information system and $373,070 on high risk 
pathway analysis projects. 

Strategy 2. Fully fund the highest priority pest-specific surveys. 
Fully fund viable/specific local and national detection surveys to mitigate or manage immediate pest 
threats (i.e., plum pox virus [PPV] in Pennsylvania, New York, and Michigan) and expand survey efforts 
for high-risk, economically significant pests and diseases (i.e., Phytophthora ramorum, false codling 
moth, and others). Note: Specific/target surveys will change from year to year to meet ever-changing 
pest and disease risks. In FY 2009, APHIS is spending $639,548 on PPV surveys and $159,887 on 
honeybee pest surveys. 

Strategy 3. Enhance high-risk surveillance programs through State survey cooperative agreements. 
Implement a targeted high-risk surveillance and mitigation program in the highest-risk States through 
Farm Bill cooperative agreements. In each State, APHIS will identify highest risk pests and pathways 
through the risk analysis system described above and from the Offshore Pest Information Program. 
In FY 2009, APHIS is allocating $1,705,461 among the highest risk States for these surveys. 

II. TARGET DOMESTIC INSPECTION ACTIVITIES: $1,065,913 

GOAL: To target domestic inspection activities at vulnerable points in the safeguarding continuum 
that result from the movement of products and commodities potentially carrying pests of 
regulatory significance. 

Strategy 1. Promote and expand inland inspections of containers and mail facilities, where possible. 
One way to efficiently allocate resources towards this end is to identify commercial facilities that would 
be "choke points" and increase inspectional efforts at the Hawaii and Puerto Rico mail facilities. Specific 
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locations would He targe~d for inspection in order for States to find prohibited and/or pest-contaminated 
material and prevent its further distribution. 

Strategy 2. Expand the use of canine teams for domestic survey detection activities. 
Since 1984, APffiS has trained and utilized canines in agriculture quarantine inspection activities to 
detect high-risk agriculture items entering our country from foreign nations. APHIS would like to 
enhance States' efforts to mitigate pests that escape undetected through ports-of-entry by deploying 
canine teams at strategic locations within the States or at interstate borders and, in some cases, in tactical 
situations where potentially deliberate introductions of illegal goods have occurred. APHIS is using 
$1,065,913 in FY 2009 to train and deploy canine teams in California, one of the highest risk States. 

Strategy 3. Develop, initiate, and support States in inspections for Official Control. 
As the procedures and strategies for Official Control are developed, facilitate the delivery of a system 
to enhance States' inspection and surveillance activities as would be required under an official control 
program. 

Strategy 4. Promote increased levels of inspection for regulated articles for interstate movement. 
. Increase the number and quality of State inspections of facilities under Compliance Agreements to handle 
regulated articles. Develop audit standards for these Compliance Agreements. 

ID. ENHANCE PEST IDENTIFICATION AND TECHNOLOGY: $2,065,181 

GOAL: To develop, provide training, and deploy survey procedures and tools that will improve 
our ability to rapidly detect and accurately identify pests of regulatory significance. 

Strategy 1. Improve all aspects of early detection resources, including improving traps/lures and 
expanding their availability, developing novel approaches to survey for exotic pests, stockpiling supplies 
for rapid deployment, and developing new diagnostic techniques. 

Keys to this strategy include: 
Develop and improve traps and lures in terms of efficiency of catching targets (e.g., more specific traps to 
reduce screening time) and ease of removing targets for identification (e.g., find alternatives for sticky 
traps for trapping Lepidoptera). 

1) Employ a system that procures and inventories traps and lures in advance of time needed in the field. 

2) Develop novel traps, lures, and survey strategies, including detector canines, to more efficiently 
detect target pests. 

3) Educate cooperators on the most efficient and effective trap and lure combinations for target pests. 
Standardize methodology nationally. 

4) Develop and apply quality control standards to traps and lures used at the field level. 

5) Design and develop electronic commodity-based identification tools (i.e., pests, diseases, weeds,. 
disorders of a commodity) that complement and provide field detection support for CAPS 
commodity reference and survey guidelines publications to increase accurate and timely 
identification of pests. 
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6) Develop sta~e-of-thd-art digital image-based identification capability. Based on analysis of need and 
image resources, design and develop a resource that allows users to filter, sort, group, and resize 
images to greatly facilitate field identification of reportable and actionable pests by recognition. 

In FY 2009, APHIS is spending $243,028 on a trap/lure module in the plant health information system 
and $1,137,836 to purchase traps and lures to support survey efforts. 

Strategy 2. Enhance pest screening expertise and taxonomic capacity. 

Keys to this strategy include: 
I) Develop the expertise and capacity to identify a greater variety of plant pests to 

a. accept and screen a greater volume and variety of survey samples from States, 
b. train and certify field personnel for detecting specific threatening pests, 
c. provide screening aids, specimens, and tools for first detectors and cooperating land grant 

universities, State departments of agriculture, industry, and other Federal and State 
agencies, 

d. employ standardized pest identification procedures including procedures for 
communicating results, and 

e. oversee increased a.Ssociated field infrastructure and agreements, thereby providing more 
timely and accurate identifications for pest detection activities. 

2) Develop cooperative agreements capitalizing on the taxonomic expertise at other institutions (i.e., 
land grant universities and State departments of agriculture) to augment national identification 
needs for surveys and function as regional taxonomic screening centers that accept and process 
survey samples from neighboring States. 

3) Develop, validate, and transfer diagnostic methods to cooperators. Accreditation and certification 
would be necessary to transfer the technology to non-PPQ entities, so that the knowledge, tools, 
and appropriate authority levels are shared beyond PPQ. 

In FY 2009, APHIS is devoting $79,944 to increasing diagnostic support for high-threat arthropods. 

Strategy 3. Increase the deployment of molecular diagnostic tools for specific plant diseases and pest 
identifications and determinations of pest point of origin by increasing resources for: 

method validations and operational deployments, 
laboratory accreditation, 
hands-on biochemical and molecular diagnostic laboratory training, and 
development of scientific expertise for the performance of molecular diagnostic analysis and 
confirmation of pest organisms. 

In FY 2009, APHIS is using approximately $604,373 to develop molecular diagnostic tools. 

Strategy 4. Develop and implement a comprehensive Traps & Lures (T &L) Management Program that 
will be held accountable for the timely procurement and delivery of quality survey supplies to PPQ field 
personnel and State cooperators. 

Keys to this strategy include: 
1) Establish a National T&L Program to oversee and be held accountable for all aspects of the 

ordering, procurement, quality control and quality assurance, and delivery of survey supplies 
from the national level, including a National T&L Committee to provide direction and facilitate 
communications within the survey community. 
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2) Review the funding mechanism for trap and lure supplies and adjust as allowed by regulations. 
Conduct an audit of the accounting practices used in the program and implement 
recommendations in order to improve the reliability and efficiency of trap and lure procurements. 

3) Fund a suitable inventory of traps, lures, and other survey supplies to be stored at the warehouse 
in Mission, Texas, to guard against shortages during emergencies. 

4) Develop, implement, and maintain a new Web-based storefront for ordering supplies, maintaining 
inventory, and tracking orders through shipment. The T&L Program should be user-friendly, 
flexible, and responsive so that field personnel can procure needed survey supplies in a timely 
manner and maintain adequate supplies. 

5) Place or re-assign procurement personnel dedicated to the T &L Program at Moore Air Base in 
Edinburg, Texas, and Minneapolis, Minnesota. This will strengthen the system and facilitate 
communications. 

6) Implement and integrate into the procurement process a quality control and quality assurance 
program to ensure the use of high-quality, effective materials in the field. 

Currently, no Section 10201 funds are being devoted in FY 2009 to this strategy. APHIS-PPQ is 
currently working on a plan for addressing this strategy. 

Strategy 5. Pursue offshore initiatives to optimize early detection programs. 
Key components of this strategy include: 

1) Apply sophisticated pest prioritization methods to analyze, determine, and rank offshore pest 
threats to target offshore surveillance (i.e., via the Offshore Pest Information Program, OPIP) and 
to alert Customs and Border Protection to look for the highest risk pests. 

2) Work with partners to conduct offshore surveys as appropriate. Share distribution and pathway 
information to enhance the development of appropriate safeguarding strategies at the U.S. border 
and domestically. 

3) Develop an expatriate plant inspection program to monitor pests that attack U.S. plant germplasm 
abroad (similar to New Zealand's project). 

4) With cooperators, conduct methods development activities on emerging pest threats abroad to 
develop survey and control technologies, including biocontrol, that may be applied to the 
United States should they become necessary. 

In FY 2009, APHIS has provided $53,296 for discovery of new biological control agents against the 
Asian citrus psyllid. However, this activity appears under Goal VI, Enhance Mitigation Capabilities, 
because of the immediate need to develop tools to mitigate the spread and impact of Asian citrus 
psyllid in the United States. 

IV. SAFEGUARD NURSERY PRODUCTION: $1,388,174 

GOAL I: To develop science-based best management practices (BMPs) and risk mitigation 
practices to exclude, contain, and control regulated plant pests from the nursery production system. 
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Strategy 1. Establish and operate a research station in California (National Ornamentals Research Site at 
Dominican University) to develop BMPs to exclude, contain, and eradicate Phytophthora ramorum in a 
nursery environment. 
This strategy is designed to improve the ability of nurseries to exclude, detect and eradicate, and mitigate 
the spread, of P. ramorum, as well as APillS' ability to regulate nurseries and the movement of nursery 
stock, and implement effective protocols to eradicate P. ramorum in the nursery setting. APHIS is 
providing $1,059,926 for the establishment of the experimental nursery within the area regulated for 
P. ramorum in California and an additional $53,296 to support State oversight of the nursery. 

Strategy 2. Expand research scope to study plant pests of quarantine significance that are present in 
California and threaten other States as well. 

GOAL II: To develop and harmonize audit-based Nursery Certification Programs (including the 
harmonization of different certification programs, audit and inspection training for cooperators, 
and launching). 

Strategy 1. Develop a harmonized and integrated nursery certification program to facilitate exports and 
the domestic movement of nursery stock in partnership with State regulatory officials. 
This strategy includes the greenhouse program, the U.S. Nursery Certification Program, and other 
accreditation/certification initiatives. The nursery certification program has several components that 
include providing the cleanest possible environment; isolating the clean materials; and, following systems 
approaches and BMPs to keep plants healthy, documentation, recordkeeping, audit, and compliance. 
APHIS proposes to partner with States through a memorandum of understanding to adopt and implement 
national standards for certification of greenhouses and registered nursery blocks producing nursery stock. 
Ultimately, the certification programs will be harmonized with North American Plant Protection 
Organization and International Plant Protection Convention guidelines. In FY 2009, APillS is using 
$70,350 to develop model regulations for a harmonized State-based nursery certification program and 
$107,604 to develop national nursery virus certification program pilots in several states. 

Strategy 2. Develop and deliver training to cooperators, providing material and technical assistance in 
developing the quality operational manual for small-scale nurseries. 
APHIS proposes to deliver a training module through the Agency's Professional Development Center 
(PDC) for audit-based certification programs for Federal and other cooperators. This training will be 
provided at regular intervals and measures will be in place to ensure the accreditation and certification 
of the trainees. The experimental nursery for P. ramorum and certified mother b1ocks will be used as a 
classroom for training. In partnership with academic institutions, outreach and education will be provided 
to nurserymen and growers through media, publications and growers meetings. In addition, through State 
cooperators, PDC will create technical assistance programs to help small-scale nurseries develop a quality 
manual enabling them to participate in the certification programs. APHIS is using $26,648 on training 
programs in FY 2009. 

Strategy 3. Work with all stakeholders and cooperators to launch and support the certification program 
for the nursery industry. 
This initiative includes launching audit-based certification program pilots in select States, developing the 
training module for audit-based certification programs, and integrating with planned initiatives of the 
National Clean Plant Network (NCPN) and other clean stock programs, as outlined under Section 10201 
of the 2008 Farm Bill. The commodity-based clean plant networks for grape and fruit trees currently 
provide certified planting materials to the nurseries and growers under State certification programs. 
APHIS expects that this clean plant program and the need for associated nursery certification will be 
expanded significantly as resources become available during FY 2010. The ultimate objective is to 
develop a "value added certified identity" to the planting material for acceptance by trading partners. 
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Procedures will 1.'le in plaee for audit, non-compliance, and mitigation. APHIS is spending $70,350 on 
outreach efforts in FY 2009. 

V. CONDUCT EDUCATION AND OUTREACH: $1,100,023 

GOAL I: To increase public understanding, acceptance, and support of plant pest and disease 
eradication and control efforts. 

Strategy 1. Initiate efforts in affected or at-risk areas to systematically engage citizens in public 
decision-making and consensus-building forums in an effort to include public and stakeholder input when 
developing regulatory policy and program delivery strategies. 

Strategy 2. Enhance ongoing pest/disease information campaigns by creating and maintaining a highly 
visible, centralized, and coordinated Web site and portal that offers timely, standardized information 
about plant pests/diseases of regulatory significance. 

Strategy 3. Evaluate opportunities in affected or at-risk areas to use social media to support strategic 
public communications. 

In FY 2009, APHIS is spending $969,981 on outreach programs for forest pests and $31,977 on outreach 
regarding laurel wilt, which threatens avocados. 

GOAL Il: To encourage public and stakeholder participation in pest surveillance and detection 
activities and instill public confidence in PPQ programs. 

Strategy 1. Promote and expand the use of the APHIS PPQ Plant Biosecurity Curriculum in an effort to 
build an educational foundation for plant protection and biosecurity and regulatory studies in cooperation 
with educational institutions. 

Strategy 2. Develop and implement a formal volunteer program to support the Cooperative Agricultural 
Pest Survey. 

Strategy 3. Develop and promote. a single, national mechanism (e.g., hotline and Web site) to simplify 
and streamline the reporting of suspected pests and diseases and ensure that reports are funneled to the 
appropriate authorities. 

Strategy 4. Conduct outreach to key stakeholder groups (e.g., scientific societies) to reinforce the 
importance of active reporting of suspected pests and diseases. 

In FY 2009, APHIS is using $98,064 to develop a series of First Detector Training modules appropriate 
for small farm audiences to be delivered in an extension/continuing education context. 

GOAL ill: To increase the likelihood that the public will adopt behaviors to help mitigate the 
introduction or spread of exotic pests/diseases. 

Strategy 1. Develop and implement a single, coordinated, national, multi-year public awareness/social 
marketing initiative to educate the public about the unintended consequences often associated with 
common behaviors (moving firewood, shipping citrus, traveling internationally, etc.) in an effort to create 
a sense of personal relevance/responsibility and motivate the public to take steps to minimize the 
accidental introduction/spread of invasive species/exotic pests and disease. 

IO 
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VI. ENHANCE MITIGATION CAPABILITIES: $2,863,195 

GOAL: To provide an unencumbered mechanism to determine the most suitable mitigation 
measures and deploy resources quickly to reduce potential economic and environmental damage 
and further spread of a detected pest of regulatory significance when deemed appropriate. 

Section 10201 will help provide flexibility to enhance mitigation capabilities and avert large and often 
late (biologically speaking) emergency response efforts. The goal is to be able to rapidly respond to new 
pests when outbreaks are manageable. AU six elements of the implementation plan, when conducted in a 
collaborative environment with stakeholders, will lead to lower-cost, more rapid responses to new pests. 
Activities such as increasing survey trap densities are an important aspect of rapid mitigation in the case 
of an exotic fruit fly detection and infestation. This mitigation function is carried out routinely in almost 
every fiscal year. APHIS carries out mitigation activities on a daily basis, such as implementing 
immediate trace back and trace forward initiatives when Smuggling Interdiction and Trade Compliance 
personnel find illegal agriculture products in the marketplace. Rapid mitigation includes the 
safeguarding, seizure, and destruction of prohibited products and product recalls. APHIS' authority to 
carry out the range of mitigation activities exists as an inherent part of the consolidated Plant Protection 
Act. The only reason that the existing basic pest detection program did not carry out a robust agenda of 
mitigation initiatives was that the program never had adequate funding to support them. 

Strategy 1. Build on and improve the current mechanism to assess and decide an appropriate short term 
course of action to respond quickly to a new detection of a pest of potential regulatory significance. 

Strategy 2. Utilize PPQ initial response protocols for the overarching goals of containment, control, or 
eradication at the onset of plant health emergencies. Promote the use of the ICS as a unified strategy 
between cooperating agencies in response to plant health emergencies. 

Strategy 3. To prepare the Agency and collaborative programs in the use of the ICS for plant health 
response activities by reaching risk-based target levels of capability with the development of a multi-year 
training schedule. 

Strategy 4. Provide technical assistance prior to, during, and immediately following the development of 
a plant health emergency through the development ofNew Pest Response Guidelines for the potential 
introduction of exotic plant pests. The New Pest Advisory Group (NP AG) works with interested and 
involved parties, surveys the literature, gathers expert opinion, and makes recommendations that are in 
the best interest of safeguarding American plant resources. Only the PPQ Deputy Administrator can 
accept and put the recommendations into effect. NPAG recommendations may be one of the following: 
collect additional information before a decision can be made to address the new pest; conduct a survey to 
assess the pest's geographic range, host range, or damage; develop methods to detect, identify, control, or 
eradicate the pest; recommend no action; recommend an action to eradicate the pest, to quarantine the 
infected or infested area, to evaluate biological or chemical control for pest management, to prepare and 
distribute educational information to the public, or to recommend that PPQ refer options and actions to 
other institutions, such as affected States or industries. 

In FY 2009, APHIS is conducting activities to address situations involving a number of pests and diseases 
and prevent them from developing into full-blown emergencies: 

I) $906,026 for survey and suppression of Asian citrus psyllid in Mexico; 
2) $7 51,052 for PPV mitigation in New York, Michigan, and Pennsylvania; 
3) $664,064 for fruit fly mitigation in California; 
4) $291,562 for control of golden nematode in targeted areas of New York; 

11 



5) $170,546 for raurel wflt research focused on protecting avocados; 
6) $26,648 for cryopreservation of fruit flies to enhance preparedness; and, 
7) · $53,296 for discovery of new biological control agents against the Asian citrus psyllid. 
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USDA -

United States Department of Agriculture 

The Honorable Herbert Kohl 

Office of the Secretary 
Washington, D.C. 20250 

May 17, 2010 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

· Committee on Appropriations 
United States Senate 
184 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

The U.S. Department of Agriculture's (USDA) Animal and Plant Health Inspection Service 
(APHIS) enforces the Animal Welfare Act (AWA), which requires that minimum standards of 
care and treatment be provided for warm-blooded animals bred for commercial sale, used in 
research, transported commercially, or exhibited to the public. USDA's Office of the Inspector 
General (OIG) recently conducted a review of APHIS' inspections of the A WA specific to 
problematic dog dealers-those who have committed repeat and serious violations. Their 
conclusions suggest that APHIS should shift its compliance efforts from an education focus for 
problematic dog dealers to an enforcement focus, improve inspection performance, and seek 
legislation regarding the Internet sale of dogs. 

To address the concerns of the audit, APHIS developed an action plan to improve the Agency's 
regulation of dog dealers-particularly those who are repeat violators. APHIS proposes to add 
to its existing enforcement workforce to reduce the current ratio of inspectors to facilities 
inspected and to increase the number of investigators available to conduct investigations in areas 
where there is intensive workload. In addition, APHIS will enhance oversight of the inspectors 
in the field to improve the quality and accuracy of documentation and evidence collected to 
support downstream enforcement efforts. APHIS will also increase enforcement oversight for 
evaluating investigations for legal sufficiency, determining appropriate enforcement actions, 
preparing enforcement actions and referrals to USDA's Office of the General Counsel, and 
processing investigative subpoenas. Lastly, APHIS will review proposed legislation to 
determ~e potential modifications for regulating the Internet sale of dogs. 

The APHIS action plan addresses the issues identified by the OIG and should significantly 
increase co·mpliance with both the AW A and those regulations associated with dog dealers and · 
breeders. The Agency also has established a set of performance measures that will provide a ·· 
mechanism to evaluate the action plan's effectiveness. In addition, APHIS will aggressively 
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pursue the strengthening of regulations to ensure the welfare of dogs in the care of regulated 
entities. 

To begin this effort, APHIS proposes to use the Secretary's 7 percent interchange authority 
provided in the Department of Agriculture Organic Act of 1944 to shift $4 million within 
existing fiscal year (FY) 2010 appropriated funding resources from its Avian Influenza program 
to the Animal Welfare and Animal and Plant Health Regulatory Enforcement (APHRE) 
programs. Animal Welfare will r~ceive $·2.5 million and APHRE will receive $1.5 million. 
Consistent with our FY 20,l l:budget request, we believe we <;an sustain a reduction in the Avian 
Influenza program because we now have a better undecitanding of how the virus spreads and the 
actual risk it poses, which is substantially less than originally believed. As avian influenza issues 
globally and domestically have diminished, APHIS is able to reduce its resources for adequately 
addressing this disease. 

· If you have any questions about this matter, please do not hesitate to contact me. I arri 
sending a similar letter to Senator Brownback, Congresswoman DeLaur6, and 
Congressman Kingston. · 

Sincerely, 

Secretary 

·~ '-..... '_,·_,,. 



The Honorable Jack Kingston 

United States Department of Agriculture 

Office of lhe Secretary 
Washington, D.C. 20250 

May 17, 2010 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2368 Rayburn House Office Building 
Washington, D.C. 20515-1001 

Dear Congressman Kingston: 

The U.S. Department of Agriculture's (USDA) Animal and Plant Health Inspection Service 
(APHIS) enforces the Animal Welfare Act (A WA), which requires that minimum standards of 
care and treatment be provided for warm-blooded animals bred for commercial sale, used in 
research, transported commercially, or exhibited to the public. USDA's Office of the Inspector 
General (OIG) recently conducted a review of APHIS' inspections of the AWA specific to 
problematic dog dealers-those who have committed repeat and serious violations. Their 
conclusions suggest that APHIS should shift its compliance efforts from an education focus for 
problematic dog dealers to an enforcement focus, improve inspection performance, and seek 
legislation regarding the Internet sale' of dogs. 

To address the concerns of the audit, APHIS developed an action plan to improve the Agency's 
regulation of dog dealers-particularly those who are repeat violators. APHIS proposes to add 
to its existing enforcement workforce to reduce the current ratio of inspectors to facilities 
inspected and to increase the number of investigators available to conduct investigations in areas 
where there is intensive workload. In addition, APHIS will enhance oversight of the inspectors 
in the field to improve the quality and accuracy of documentation and evidence collected to 
support downstream enforcement efforts. APHIS will also increase enforcement oversight for 
evaluating investigations for legal sufficiency, determining appropriate enforcement actions, 
preparing enforcement actions and referrals to USDA's Office of the General Counsel, and 
processing investigative subpoenas. Lastly, APHIS will review proposed legislation to 
determine potential modifications for regulating the Internet sale of dogs. 

The APHIS action plan addresses the issues identified by the OIG and should significantly 
increase compliance with both the AW A and those regulations associated with dog dealers and . 
breeders. The Agency also has established a set of performance measures that will provide a 
mechanism to evaluate the action plan's effectiveness. In addition, APHIS will aggressively 
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pursue the strengthening of regulations to ensure the welfare of dogs in the care of regulated 
entities. 

To begin this effort, APHIS proposes to use the Secretary's 7 percent interchange authority 
provided in the Department of Agriculture Organic Act of 1944 to shift $4 million within 
existing fiscal year (FY) 20 l 0 appropriated funding resources from its Avian Influenza program 
to the Animal Welfare and Animal and Plant Health Regulatory Enforcement (APHRE) 
programs. Animal Welfare will receive $2.5 million and APHRE will receive $1.5 million. 
Consistent with our FY 2011 budget request, we believe we can sustain a reduction in the Avian 
Influenza program because we now have a better understanding of how the virus spreads and the 
actual risk it poses, which is substantially less than originally believed. As avian influenza issues 
globally and domestically have diminished, APHIS is able to reduce its resources for adequately 
addressing this disease. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending 
a similar letter to Senators Kohl and Brownback and Congresswoman DeLauro. 

Sincerely, 

~~L-
Secretary 

. "•+-
.- ...... 
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MAY 1 7 2010 

The Honorable Sam Farr 
U.S. House of Representatives 

United Statn Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

1261 Longworth House Office Building 
Washington, D.C. 20515-0517 

Dear Congressman Farr: 

It is my understanding that you are working on legislation that would expand the U.S. Department 
of Agriculture's (USDA) authorities under the Animal Welfare Act (A WA). There are two 
provisions in particular that would help USDA improve enforcement: (1) authority to regulate 
dogs sold via the Internet as outlined by USDA's Inspector General, and (2) the inclusion of 
user fees for certain enforcement activities under the AW A. 

As you know, the A WA was enacted in 1966 and requires that minimum standards of care 
and treatment be provided for certain animals bred for commercial sale, used in research, 
transported commercially, or exhibited to the public. However, the Act exempts entities 
selling a high volume of animals at retail, which raises animal health and humane treatment 
concerns. Of particular concern is the loophole for entities that sell large volumes of dogs via 
the Internet. As you move forward in crafting this legislation, I recognize the importance of 
addressing the exemption associated With high volume retail sales of dogs, via the Internet or 
through other means. 

If enacted, these necessary changes to the AW A would require additional resources to carry 
out enforcement activities. One way to ensure the increased costs of this legislation are addressed 
as well as ensure current and future animal welfare challenges are met is to incorporate a user fee 
mechanism into the legislative proposal. 

I appreciate your attention to these matters and look forward to working with you on your 
legislation upon its introduction. A similar letter is being sent to Senator Durbin. 

Sincerely, 

An Equal Oppo11unity Eq>loyar 
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United States Department of Agriculture 

The Honorable Dave Loebsack 
U.S. House of Representatives 
1221 Longworth House Office Building 
Washington, D.C. 20515-1502 

Dear Congressman Loebsack: 

The U.S. Department of Agriculture's (USDA) Agricultural Research Service (ARS) is 
partnering with the Animal and Plant Health Inspection Service (APHIS) in holding a 
dedication ceremony for the newly constructed facilities at the National Centers for Animal 
Health (NCAH), in Ames, Iowa, on April 19, 2010, at 10:30 a.m. It is our pleasure to invite 
you to attend the event and deliver remarks at this ceremony. 

NCAH consists of ARS' National Animal Disease Center (NADC) and APHIS' Center for 
Veterinary Biologics and National Veterinary Services Laboratories. It is the largest Federal 
animal disease center in the United States, with scientists conducting research and diagnostics 
and certifying veterinary products to solve animal health and food safety problems affecting 
livestock and poultry producers. In 2000, ARS and APHIS began the planning and construction 
of facilities for the new NCAH at Ames, USDA's largest.:.ever capital improvement project, with 
an estimated cost of $462 million. The multi-phase facility complex, completed in late 2009, 
totals approximately one million square feet. NCAH is one of the world's most advanced 
biocontainment and biosecurity centers with biosafety-level 3 facilities for infectious disease 
studies on large animals. We appreciate the support Congress ha$ provided to USDA over the 
years for completion of this project. Accordingly, we would be honored to have you participate 
in the ceremony. 

Besides yourself, other invited speakers include Senators Tom Harkin and Charles E. Grassley 
··and Congressmen Bruce Braley, Leonard L. Boswell, Tom Latham, Steve King, as well as 

several State and local government officials. Additionally, invited representatives from USDA 
include Secretary Thomas J. Vilsack, Under Secretary for Marketing and Regulatory Programs 
Edward M. Avalos, and Acting Under Secretary for Research, Education and Economics Dr. 
Molly Jahn. We anticipat~ the presence of approximately 400 attendees as well as diverse media 
outlets. . 
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Following the dedication c.eremony, our staff will conduct tours of the facilities for dignitaries 
such as yourself. We hope you will be able to join us in Ames on April 19, 2010, for this 
important event. Please respond by contacting Ms. Stacy Carlson, NADC, at 515-663-7255 
or Stacey.Carlson@ars.usda.gov. 

We are sending a similar letter of invitation to the other Members of Congress mentioned 
previously. 

Sincerely, 

~~.~ 
Edward R Knipling 
Administrator 
Agricultural Research Service 

~~~ 
Administrator 
Animal and Plant Health 

Inspection Service 

.;. 

,,:: 
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United States Department of Agriculture 

Office of lhe Secretary 
Washington, D.C. 20250 

March 9, 2010 

The Honorable Blanche L. Lincoln 
Chairwoman 
Committee on Agriculture, Nutrition and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Chairwoman Lincoln: 

I appreciate the dialogue we had at my confirmation hearing on September 30, 2009, 
including the opportunity to discuss the U.S. Department of Agriculture's (USDA) 
biotechnology regulatory program. During that hearing, several questions were raised 
with respect to the length of time it takes for USDA to make a determination on petitions 
for biotechnology products. I recognize that the time it takes to complete these petitions is 
greater today than in years past. I would like to update you on the challenges we face in 
responding to these petitions for deregulation, as well as how we are addressing these 
challenges. I am confident that with the plans we have laid out, the petition process at 
USDA will become more timely and efficient. 

Under the Coordinated Framework for Regulation of Biotechnology in the United States, 
USDA's Animal and Plant Health Inspection Service (APHIS) works cooperatively with 
the U.S. Food and Drug Administration and the U.S. Environmental Protection Agency to 
ensure that the development, testing, and use of the products of biotechnology occur in a 
manner that is safe for plant and animal health, human health, and the environment. APHIS' 
Biotechnology Regulatory Services (BRS) enforces the Plant Protection Act (PPA) with 
respect to biotechnology, by regulating the importation, interstate movement, and field 
testing of genetically engineered (GE) organisms that may pose a risk to plant health. 

After a GE plant has been field-tested extensively and the developer can show that it does not 
pose a plant pest risk, the developer may file a petition for deregulation. The developer must 
submit extensive information about the plant's biology_ and field test results. After conducting 
a plant pest risk assessment, an Environmental Assessment, or an Environmental Impact 
Statement and seeking public comment, APHIS approves a petition for deregulation if it 
reaches the conclusion that the GE plant does not pose a plant pest risk. 
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As you indicated, the length of time that it takes to complete the petition process now talces 
longer than it did in the past, for a number of reasons. First, the program's workload has 
increased in the last few years, and staffing levels have not kept pace. Second, APHIS 
has been subject to several lawsuits challenging its compliance with the requirements of 
the National Environmental Policy Act (NEPA), which have necessitated more extensive 
environmental analysis for each petition. Third, there has been a significant increase in the . 
number of issues raised in public comments, as well as the complexity of those comments;· 
therefore, .. comments now require much more time for evaluating and responding. ' 

APHIS is currently reviewing 19 petitions for non-regulated status for GE plants. Hisforically, 
the Agency has reviewed just four to five petitions per year. Last year alone, APHIS received ·. 
11 new petitions. This unprecedented volume of petitions has greatly impacted the timeliness of 
the decision-making process. Along with the number of petitions, the steadily increasing number 
of permit and notification applications for field trials and other programmatic activities-s\lch as 
updating and developing new guidance and processes and making revisions to the biotechnology 
regulations-have also affected the speed of decisions. 

With these challenges in mind, I have directed APHIS to increase the efficiency and 
effectiveness of the petition process. I recently approved a reorganization of BRS staff in' 
APHIS that is designed to improve performance. Among other things, we have established a 
new NEPA team that will be devoted to preparing high quality and defensible environmental 
documents to inform our regulatory decisions. In addition, to supplement in-house staff 
resources, we have begun awarding contracts to assist us with the preparation of analytical 
documents and the evaluation of public comments on published documents. 

We have also announced the creation of a pilot program that would shift some ofihe burden 
for the preparation of environmental analyses to third-party contractors under the direction 
of APHIS. This approach, which is authorized by the Council on Environmental Quality 
regulations, is widely used throughout the Federal Government. It has the potential to free 
up Agency resources, that would otherwise be unavailable, to work on regulatory approvals. 
Further, it should speed the preparation of these documents and lead to quicker decisions. 

The President's Fiscal Year 2011 Budget Request includes a major funding increase of nearly 
$5.8 mi11ion for BRS, which would aJlow APHIS to hire additional staff to keep up with the 
increased workload~ I hope that Congress will support this needed increase. 

In addition t~ these steps,' I have also instructed APHIS to conduct a detailed bu~iness process 
analysis Jo identify and implement additional efficiency improvements within its standard · 

-procedures. As part of my continued efforts to keep you informed of our progress in this 
important program area, I and my staff would be happy to brief you on the findings of this 
analysis, as well as steps we may take in response. 
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Notwithstanding the challenges the Agency faces in evaluating petitions for biotechnology 
products, we will continue to look for ways to improve this process and meet the needs of our 
stakeholders. I appreciate the opportunity to further discuss USDA's plans, and look forward to 
continuing to work with you in the future. I am sending a similar letter to Senator Chambliss . 

. Sincerely, 

Edward M. Avalos 
Under Secretary 
Marketing and Regulatory Programs 

·. 
.• 
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United States Department of Agriculture 

The Honorable Tom Latham 
U.S. House.of Representatives 
2217 Rayburn House Office Building 
Washington, D.C. 2051~-1504 

Dear Congressman Latham: 

The U.S. Department of Agriculture's (USDA) Agricultural Research Service (ARS) is 
partnering with the Animal and Plant Health Inspection Service (APHIS) in holding a 
dedication ceremony for the newly constructed facilities at the National Centers for Animal 
Health (NCAH), in Ames, Iowa, on April 19, 2010, at 10:30 a.m. It is our pleasure to invite 
you to attend the event and deliver remarks at this ceremony. 

On July 3, 2007, you participated in a similar dedication ceremony at Ames for the Large Animal 
High Containment Building (#9). We are now ready to dedicate ~d celebrate the completion of 
the entire new facility complex. 

NCAH consists of ARS' National Animal Disease Center (NADC) and APHIS' Center for 
Veterinary Biologics and National Veterinary Services Laboratories. It is the largest Federal 
animal disease center in the United States, with scientists conducting research and diagnostics 
and certifying veterinary products to solve animal health and food safety problems affecting 
livestock and poultry producers. In 2000; ARS and APHIS began the planning and construction 
of facilities for the new NCAH at Ames, USDA's largest-ever capital improvement project, with 
an estimated cost of $462 million. The multi-phase facility complex, completed in late 2009, 
totals approximately one million square feet. NCAH is one of the World's most advanced 
biocontainment and biosecurity centers with biosafety-level 3 facilities for infectious disease 
studies on large animals. We appreciate the support Congress has provided to USDA over the 
years for completion of this project. Accordingly, we would be honored to have you participate 
in !he ceremony. 

Besides yourself, other invited speakers include Senators Tom Harkin and Charles E. Grassley 
and Congressmen Bruce Braley, Dave Loebsack, Leonard L. Boswell, Steve King, as well as 
several State and local government officials. Additionally, invited representatives from USDA 

· . include Secretary Thomas J. Vilsack, Under Secretary for Marketing and Regulatory Progra:qis 
Edward M. Avalos, and Acting Under Secretary for Research, Education and Economics Dr. 
Molly Jahn. We anticipate the presence of approximately 400 attendees as well as diverse media 
outlets. · 
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Following the dedication ceremony, our staff will conduct tours of the facilities for dignitaries 
such as yourself. We hope you will be able to join us in Ames on April 19, 2010, for this 
important event. Please respond by contacting Ms. Stacy Carlson, NADC, at 515-663-7255 
or Stacey.Carlson@ars.usda.gov. 

We are sending a similar letter of invitation to the other Members of Congress mentioned 
previously. 

Sincerely, 

Edward B. Knipling 
Administrator 
Agricultural Research Service 

~?)~ 
Cindy J. Smith 
Administrator 
Animal and Plant Health 

Inspection S_ervice. 

. -

mailto:Stacey.Carlson@ars.usda.gov


The Honorable Mike Mcintyre 
U.S. House of Representatives 

USDA -
United States Depertment of Agrlcullure 

Office of lhe Seclelary 
Washington, O.C. 20250 

UAR 0 9 2010 

2437 Rayburn House Office Building 
Washington, D.C. 20515-3307 

Dear Congressman Mcintyre: 

Thank you for your February 3, 2010, letter regarding the U.S. Department of Agriculture's 
(USDA} biotechnology regulatory program. I understand your concern that the length of time 
it takes for USDA to make a detennination on petitions for biotechnology products is greater 
today than in years past. I would like to update you on the challenges we face in responding 
to these petitions for deregulation, as well as how we are addressing these challenges. I am 
confident that with the plans we have laid out, the petition process at USDA will become 
more timely and efficient. 

Under the Coordinated Framework for Regulation of Biotechnology in the United States, 
USDA's Animal and Plant Health Inspection Service (APHIS} works cooperatively with 
the U.S. Food and Drug Administration and the U.S. Environmental Protection Agency to 
ensure that the development, testing, and use of the products of biotechnology occur in a 
manner that is safe for plant and animal health, human health, and the environment. APHIS' 
Biotechnology Regulatory Services (BRS} enforces the Plant Protection Act (PPA} with 
respect to biotechnology, by regulating the importation, interstate movement, and field 
testing of genetically engineered (OE) organisms that may pose a risk to plant health. 

After a GE plant has been field-tested extensively and the developer can show that it does not 
pose a plant pest risk, the developer may file a petition for deregulation. The developer must 
submit extensive information about the plant's biology and field test results. After conducting 
a plant pest risk assessment, an Environmental Assessment, or an Environmental Impact 
Statement and seeking public comment, APHIS approves a petition for deregulation if it 
reaches the conclusion that the GE plant does not pose a plant pest risk. 

As you indicated, the length of time that it takes to complete the petition process now takes 
longer than it did in the past, for a number of reasons. First, the program's workload has 
increased in the last few years, and staffing levels have not kept pace. Second, APHIS 
has been subject to several lawsuits challenging its compliance with the requirements of 
the National Environmental Policy Act (NEPA), which have necessitated more extensive 
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environmental analysis for each petition. Third, there has been a significant increase in the 
number of issues raised in public comments, as well as the complexity of those comments; 
therefore, comments now require much more time for evaluating and responding. 

APHIS is currently reviewing 19 petitions for non-regulated status for GE plants. Historically, 
the Agency has reviewed just four to five petitions per year. Last year alone, APHIS received 
11 new petitions. This unprecedented volume of petitions has greatly impacted the timeliness of 
the decision-making process. Along with the number of petitions, thr: steadily increasing nlimber 
of permit and notification applications for field trials and other programmatic activities-such as 
updating and developing ne..w guidance and processes and making revisions to the biotechnology 
regulations-have also affected the speed of decisions. .. 

With these challenges in mind, l have directed APHlS to increase the efficiency and 
effectiveness of the petition process. I recently approved a.reorganization ofBRS staff in 
APHlS that is designed to improve performance. Among other things, we have established a 
new NEPA team that will be devoted to preparing high quality and defensible environmental 
documents to inform our regulatory decisions. In addition, to supplement in-house staff 
resources, we have begun awarding contra~ts to assist us with the preparation of analytical 
documents and the evaluation of public comm.ents on published documents. 

We have also announced the creation of a pilot program that would shift some of the burden 
for the preparation of environmental analyses to third-party contractors under the direction 
of APHIS. This approach, which is authorized by the Council on Environmental Quality 
regulations, is widely used throughout the Federal Government. It has the potential to free 
up Agency resources, that wou)d otherwise be unavailable, to work on regulatory approvals. 
Further, it should speed the preparation of these documents and lead to quicker decisions. 

The President's Fiscal Year 2011 Budget Request includes a major funding increase of nearly 
$5.8 miJJion for BRS, which would aHow APHIS to hire additional staff to keep up with the 
increased workload. I hope that Congress will support this needed increase. In addition to 
these steps, I have also instructed APHIS to conduct a detailed business process analysis to 
identify and implement additional efficiency improvements within its standard procedures. 

Notwithstanding the. challenges the Agency faces in evaluating petitions for biotechnology 
products, we will continue to look for ways to improvethis process and meet the needs of 
our stakeholders ... I am sen.d°ing a simiht.r letter to Congressman Conaway. · . ~ 

Sincerely, 

Edward M. Avalos 
. Under Secretary 

'. 

Marketing and Regulatory Programs 

'• 
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USDA -
United Statea Depertment of Agriculture 

Office of lhe Secretary 
Washington, D.C. 20250 

The Honorable Richard J. Durbin 
United States Senate 
309 Hart Senate Office Building 
Washington, D.C. 2051 O 

Dear Senator Durbin: 

It is my understanding that you are working on legislation that would expand the U.S. Department 
of Agriculture's (USDA) authorities under the Animal Welfare Act (AW A). There are two 
provisions in particular that would help USDA improve enforcement: (1) authority to regulate 
dogs sold via the Internet as outlined by USDA's Inspector General, and (2) the inclusion of 
user fees for certain enforcement activities under the AW A. 

As you know, the AW A was enacted in 1966 and requires that minimum standards of care 
and treatment be provided for certain animals bred for commercial sale, used in research, 
transported commercially, or exhibited to the public. However, the Act exempts entities 
selling a high volume of animals at retail, which raises animal health and huinane treatment 
concerns. Of particular concern is the loophole for entities that sell large volumes of dogs via 
the Internet. As you move forward in crafting this legislation, I recognize the importance of 
addressing the exemption associated with high volume retail sales of dogs, via the Internet or 

. through other means. 

If enacted, these necessary changes to the AW A would require additional resources to carry 
out enforcement activities. One way to ensure the increased costs of this legislation are addressed 
as well as ensure current and future animal welfare challenges are met is to incorpQrate a user fee 
mechanism into the legislative proposal. 

I appreciate your atteation to these matters and look forward to working with you on your 
legislation upon its introduction. A similar letter is being sent to Congressman Farr. 

Sincerely, 

~~~~ 
Secretary 

An Equal Opportunity E~ 



The Honorable Rosa DeLauro 

USDA -
United States Depar1ment of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

May 17, 2010 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food an Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chainvoman: 

The U.S. Department of Agriculture's (USDA) Animal and Plant Health Inspection Service 
(APHIS) enforces the Animal Welfare Act (A WA), which requires that minimum standards of 
care and treatment be provided for warm-blooded animals bred for commercial sale, used in 
research, transported commercially, or exhibited to the public. USDA's Office of the Inspector 
General (OIG) recently conducted a review of APHIS' inspections of the AWA specific to 
problematic dog dealers-those who have committed repeat and serious violations. Their 
conclusions suggest that APHIS should shift its compliance efforts from an education focus for 
problematic dog dealers to an enforcement focus, improve inspection performance, and seek 
legislation regarding the Internet sale of dogs. 

To address the concerns of the audit, APHIS developed an action plan to improve the Agency's 
regulation of dog dealers-particularly those who are repeat violators. APHIS proposes to add 
to its existing enforcement workforce to reduce the current ratio of inspectors to facilities 
inspected and to increase the number of investigators available to conduct investigations in areas 
where there is intensive workload. In addition, APHIS will enhance oversight of the inspectors 
in the field to improve the quality and accuracy of documentation and evidence collected to 
support downstream enforcement efforts. APHIS will also increase enforcement oversight for 
evaluating investigations for legal sufficiency, determining appropriate enforcement actions, 
preparing enforcement actions and referrals to USDA's Office of the General Counsel, and 
processing investigative subpoenas. Lastly, APHIS will review proposed legislation to 
determine potential modifications for regulating the Internet sale of dogs. 

The APHIS action plan addresses the issues identified by the OIG and should significantly 
increase compliance with both the AW A and those regulations associated with dog dealers and 
breeders. The Agency also has established a set of performance measures that will provide a 
mechanism to evaluate the action plan's effectiveness. In addition, APHIS will aggressively 
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pursue the strengthening of regulations to ensure the welfare of dogs in the care of regulated 
entities. 

To begin this effort, APHIS proposes to use the Secretary's 7 percent interchange authority 
provided in the Department of Agriculture Organic Act of 1944 to shift $4 million within 
existing fiscal year (FY) 2010 appropriated funding resources from its Avian Influenza program 
to the Animal Welfare and Animal and Plant Health Regulatory Enforcement (APHRE) 
programs. Animal Welfare will receive $2.5 million and APHRE will receive $1.5 million .. 
Consistent with our FY 2011 budget request, we believe we can sustain a reduction in the Avian 
Influenza program because we now have a better understanding of how the virus spreads and the 
actual risk it poses, which is substantially less than originally believed. As avian influenza issues 
globally and domestically have diminished, APHIS is able to reduce its resources for adequately 
addressing this disease. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending 
a similar letter to Senators Kohl and Brownback and Congressman Kingston. 

Sincerely, 

Secretary 

... 



USDA -
United Slates Department of Agriculture 

Office of lhe Secnltary 
Washington, O.C. 20250 

The Honorable K. Michael Conaway 
U.S. House of Representative 
1527 Longworth House Office Building 
Washington, D.C. 20515·4311 

Dear Congressman Conaway: 

MAR 0 9 ZOIO 

Thank you for your February 3, 2010, letter regarding the U.S. Department of Agriculture's 
(USDA) biotechnology regulatory program. I understand your concern that the length of time 
it talces for USDA to make a detennination on petitions for biotechnology products is greater 
today than in years past. I would like to update you on the challenges we face in responding 
to these petitions for deregulation, as well as how we are addressing these challenges. I am 
confident that with the plans we have laid out, the petition process at USDA will become 
more timely and efficient. 

Under the Coordinated Framework for Regulation of Biotechnology in the United States, 
USDA's Animal and Plant Health Inspection Service (APHIS) works cooperatively with 
the U.S. Food and Drug Administration and the U.S. Environmental Protection Agency to 
ensure that the development, testing, and use of the products of biotechnology occur in a 
manner that is safe for plant and animal health, human health, and the environment. APHIS' 
Biotechnology Regulatory Services (BRS) enforces the Plant Protection Act (PPA) with 

· respect to biotechnology, by regulating the importation, interstate movement, and field 
testing of genetically engineered (GE) organisms that may pose a risk to plant health. 

After a GE plant has been field·tested extensively and the developer can show that it does not 
pose a plant pest risk, the developer may file a petition for deregulation. The developer must 
submit extensive information about the plant's biology and field test results. After conducting 
a plant pest risk assessment, an Environmental Assessment, or an Environmental Impact 
Statement and seeking public comment, APHIS approves a petition for deregulation if it 
reaches the. conclusion that the GE plant does not pose a plant pest risk. 

As you indicated, the length of time that it talces to complete the petition process now talces 
longer than it did in the past, for a number of reasons. First, the program's workload has 
increased in the last few years, and staffing levels have not kept pace. Second, APHIS 
has been subject to severallawsuits challenging its compliance with the requirements of 
the National Environmental Policy Act (NEPA). which have necessitated more extensive 
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environmental analysis for each petition. Third, there has been a significant increase in the 
number of issues raised in public comments, as well as the complexity of those comments; 
therefore, comments now require much more time for evaluating and responding. 

APHIS is currently reviewing t 9 petitions for non-regulated status for GE plants. Historically, 
the Agency has reviewed just four to five petitions per year. Last year alone, APHIS received 
J I new petitions. This unprecedented volume of petitions has greatly impacted the timeliness of 
the decision-making process. Along with the number of petitions, the steadily increasing nwnber 
of permit and notification applications for field trials and other programmatic activities-such as 
updating and developing new guidance and processes and making revisions to the biotechnology 
regulations-have also affected the speed of decisions. 

With these challenges in mind, I have directed APHIS to increase the efficiency and 
effectiveness of the petition process. I recently approved a reorganization of BRS staff in 
APHIS that is designed to improve performance. Among other things, we have established a 
new NEPA team that will be devoted to preparing high quality and defensible environmental 
documents to inform our regulatory decisions. In addition, to supplement in-house staff 
resources, we have begun awarding contracts to assist us with the preparation of analytical 
documents and the evaluation of public comments on published documents. 

We have also announced the creation of a pilot program that would shift some of the burden 
for the preparation of environmental analyses to third-party contractors under the direction 
of APHIS. This approach, which is authorized by the Council on Environmental Quality 
regulations, is widely used throughout the Federal Government. It has the potential to free 
up Agency resources, that would otherwise be unavailable, to work on regulatory approvals. 
Further, it should speed the preparation of these documents and lead to quicker decisions. 

The President's Fiscal Year 2011 Budget Request includes a major funding increase of nearly 
$5.8 million for BRS, which would allow APHIS to hire additional staff to keep up with the 
increased workload. I hope that Congress will support this needed increase. In addition to 
these steps, I have also instructed APHIS to conduct a detailed business process analysis to 
identify and implement additional efficiency improvements within its standard procedures . 

. Notwithstanding the challenges the Agency faces in evaluating petitions for biotechnology 
products, we will coptinue to look for ways to improve this process and meet the needs of 
our stakeholders. I am sending a similar letter to Congressman Mcintyre. 

. . 

Edward M. Avalos '· 
· Under Secretary 
Marketing and Regulatory Programs 



USDA -
United Slatea Department of Agrtcullure 

Office of lhe Sacrelary 
Washington, D.C. 20250 

March 9, 2010 

The Honorable Saxby Chambliss 
Ranking Minority Member 
Committee on Agriculture, Nutrition and Forestry 
United States Senate 
328A Russell Senate Office Building 
Washington, D.C. 20510-6000 

Dear Senator Chambliss: 

·1 appreciate the dialogue we had at my confirmation hearing on September 30, 2009, 
including the opportunity to discuss the U.S. Department of Agriculture's (USDA) 
biotechnology regulatory program. During that hearing, several questions were raised 
with respect to the length of time it takes for USDA to make a detennination on petitions 
for biotechnology products. I recognize that the time it takes to complete these petitions is 
greater today than in years past. I would like to update you on the challenges we face in 
responding to these petitions for deregulation, as well as how we are addressing these 
challenges. I am confident that with the plans we have laid out, the petition process at 
USDA will become more timely and efficient. 

Under the Coordinated Framework for Regulation of Biotechnology in the United States, 
USDA's Animal and Plant Health Inspection Service (APHIS) works cooperatively with 
the U.S. Food and Drug Administration and the U.S. Environmental Protection Agency to 
ensure that the development, testing, and use of the products of biotechnology occur in a 
manner that is safe for plant and animal health, human health, and the environment. APHIS' 
Biotechnology Regulatory Services (BRS) enforces the Plant Protection Act (PP A) with 
respect to biotechnology, by regulating the importation, interstate movement, and field 
testing of genetically engineered (GE) organisms that may pose a risk to plant health. 

After a GE plant has been field-tested extensively and the developer can show that it does not 
pose a plant pest risk, the developer may file a petition for deregulation. The developer must 
submit extensive information about the plant's biology and field test results. After conducting 
a plant pest risk assessment, an Environmental Assessment, or an Environmental Impact 
Statement and seeking public comment, APHIS approves a petition for deregulation if it 
reaches the conclusion that the GE plant does not pose a plant pest risk. 
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As you indicated, the length of time that it takes to complete the petition process now takes 
longer than it did in the past, for a number of reasons. First, the program's workload has 
increased in the last few years, and staffing levels have not kept pace. Second, APHIS 
has been subject to several lawsuits challenging its compliance with the requirements of 
the National Environrriental Policy Act (NEPA), which have necessitated more extensive 
environmental analysis for each petition. Third, there has been a significant increase in the 
number of issues raised in public comments, as well as the complexity of those corpments; 
therefore, comments now require much more time for evaluating and responding . 

. " . APHIS is currently reviewing I 9 petitions for non-regulated status for GE plants. Historically, 
the Agency has reviewed just four to five petitions per year. Last year alone, APHIS received 
11 new petitions. This unprecedented volume of petitions has greatly impacted the timeliness of 
the decision-making process. Along with the number of petitions, the steadily increasing number 
of permit and notification applications for field trials and other programmatic activities-such as 
updating and developing new guidance and processes and making revisions to the biotechnology 
regulations-have also affected the speed of decisions. 

With these challenges in mind, I have directed APHIS to increase the efficiency and 
effectiveness of the petition process. I recently approved a reorganization of BRS staff in 
APHIS that is designed to improve performance. Among other things, we have established a 
new NEPA team that will be devoted to preparing high quality and defensible environmental 
documents to inform our regulatory decisions. In addition, to supplement in-house staff 
resources, we have begun awarding contracts to assist us with the preparation of analytical 
documents and the evaluation of public comments on published documents. 

We have also announced the creation of a pilot program that would shift some of the burden 
for the preparation of environmental analyses to third-party contractors under the direction 
of APHIS. This approach, which is authorized by the Council on Environmental Quality 
regulations. is widely used throughout the Federal Government. It has the potential to free 
up Agency resources, that would otherwise be unavailable, to work on regulatory approvals. 
Further, it should speed the preparation of these documents and lead to quicker decisions. 

The President's Fiscal Year 2011 Budget Request includes a major funding increase of nearly 
$5 .8 Jnillion for BRS, which would allow APHIS to hire additional staff to keep up with the . 
increased workload. I hope that Congress will support this needed increase.·· . • 

··In addition to these steps, I have also instructed APHIS to conduct a detaile~·ousiness process· 
analysis to identify and implement additional efficiency improvements within its st.andP;l'd 
procedures. As part of my continued efforts to keep you informed of our progr~ss m this. 
important program area, I and my staff would be happy to brief you on the findings of this 
analysis, as wen as steps we may take in response. 

t ....... s 
,.Jh s:z&WA 

;:;::;:& ;;;;#. ~ 
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Notwithstanding the challenges the Agency faces in evaluating petitions for biotechnology 
products, we will continue to look for ways to improve this process and meet the needs of our 
stakeholders. I appreciate the opportunity to further discuss USDA's plans, and look forward to 
continuing to work with you in the future. I am sending a similar letter to Senator Lincoln. 

Sincerely, 

Edward M. Avalos 
Under Secretary 
Marketing and Regulatory Programs 

~·-. 



The Honorable Sam Brownback 

USDA -
United States Department of Agriculture 

Office of lhe Secretary · 
Washington, o.c. 20250 

May 17, 2010 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-4403 

Dear Senator Brownback: 

The U.S. Department of Agriculture's (USDA) Animal and Plant Health Inspection Service 
(APHIS) enforces the Animal Welfare Act (A WA), which requires that minimum standards of 
care and treatment be provided for warm-blooded animals bred for commercial sale, used in 
research, transported commercially, or exhibited to the public. USDA's Office of the Inspector 
General (OIG) recently conducted a review of APHIS' inspections of the AWA specificto 
problematic dog dealers-those who have committed repeat and serious violations. Their 
conclusions suggest that APHIS should shift its compliance efforts from an education focus for 
problematic dog dealers to an enforcement focus, improve inspection performance, and seek 
legislation regarding the Internet sale of dogs. 

To address the concerns of the audit, APHIS developed an action plan to improve the Agency's 
regulation of dog dealers-particularly those who are· repeat violators. APHIS proposes to add 
to its existing enforcement workforce to reduce the current ratio of inspectors to facilities 
inspected and to increase the number of investigators available to conduct investigations in areas 
where there is intensive workload. In addition, AP HIS will enhance oversight of the inspectors 
in the field to improve the quality and accuracy of documentation and evidence collected to 
support downstream enforcement efforts. APHIS will also increase enforcement oversight for 
evaluating investigations for legal sufficiency, determining appropriate enforcement actions, 
preparing enforcement actions and referrals to USDA's Office of the General Counsel, and 
processing investigative subpoenas. Lastly, APHIS will review proposed legislation to 
determine potential modifications for regulating the Internet sale of dogs. 

The APHIS action plan addresses the issues identified by the OIG and should significantly 
increase compliance with both the AW A and those regulations associated with dog dealers and 
breeders. The Agency also has established a set of performance measures that will prov.idea 
mechanism to evaluate the action plan's effectiveness. In addition, APHIS will aggressively 
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pursue the strengthening of regulations to ensure the welfare of dogs in the care of regulated 
entities. 

To begin this effort, APHIS proposes to use the Secretary's 7 percent interchange authority 
provided in the Department of Agriculture Organic Act of 1944 to shift $4 million within 
existing fiscal year (FY) 2010 appropriated funding resources from its Avian Influenza program 
to the Animal Welfare and Animal and Plant Health Regulatory Enforcement (APHRE) 
programs. Animal Welfare will receive $2.5 million and APHRE will receive $1.5 million. 
Consistent with our FY 2011 budget request; we befieve we can sustain a reduction in the Avian 
Influenza program because we now have a better understanding of how the virus spreads and the 
actual risk it poses, which is substantially less than originally believed. As avian influenza issues 
globally and domestically have diminished, APHIS is able to reduce its resources for adequately 
addressing this disease. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending 
a similar letter to Senator Kohl, Congresswoman DeLauro, and Congressman Kingston. 

Sincerely, 

Secretary 

.... 



USDA 
iiiiii 

United States Department of Agriculture 

The Honorable Bruce Braley 
U.S. House of Representatives 
1019 Longworth House Office Building 
Washington, D.C. 20515-1501 

Dear Congressman Braley: 

The U.S. Department of Agriculture's (USDA) Agricultural Research Service (ARS) is 
partnering with the Animal and Plant Health Inspection Service (APHIS) in holding a 
dedication ceremony for the newly constructed facilities at the National Centers for Animal 
Health (NCAH), in Ames, Iowa, on April 19, 2010, at I 0:30 a.m. It is our pleasure to invite 
you to attend the event and deliver remarks at this ceremony. 

NCAH consists of ARS' National Animal Disease Center (NADC) and APHIS' Center for 
Veterinary Biologics and National Veterinary Services Laboratories. It is the largest Federal 
animal disease center in the United States, with scientists conducting research and diagnostics 
and certifying veterinary products to solve animal health and food safety problems affecting 
livestock and poultry producers. In 2000, ARS and APHIS began the planning and construction 
of facilities for the new NCAH at Ames, USDA's largest-ever capital improvement project, with 
an estimated cost of $462 million. The multi-phase facility complex, completed in late 2009, 
totals approximately one million square feet. NCAH is one of the world's most advanced 
biocontainment and biosecurity centers with biosafety-level J facilities for infectious disease 
studies on large animals. We appreciate the support Congress has provided to USDA over the 
years for completion of this project. Accordingly, we would be honored to have you participate 
in the ceremony. 

Besides yourself, other invited speakers include Senators Tom Harkin and Charles E. Grassley 
and Congressmen Dave Loebsack, Leonard L. Boswell, Tom Latham, Steve King, as well as 
several State and local government officials. Additionally, invited representatives from USDA 
include Secretary Thomas J. Vilsack, Under Secretary for Marketing and Regulatory Programs 
Edward M. Avalos, and Acting Under Secretary for Research, Education and Economics Dr. 
Molly Jahn. We anticipate the presence of approximately 400 attendees as well as diverse media 
outlets. 

An Equal Opportuni1y Employer 
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Following the dedication ceremony, our staff will conduct tours of the facilities for dignitaries 
such as yoursel£ We hope you will be able to join us in Ames on April 19, 2010, for this 
important event. Please respond by contacting Ms. Stacy Carlson, NADC, at 515-663-7255 
or Stacey.Carlson@ars.usda.gov. 

We are sending a similar letter of invitation to the other Members of Congress mentioned 
previously. 

Sincerely, 

&,,,,.J2. ii.~ 
Edward B. Knipling 
Administrator 
Agricultural Research Service 

Administrator . , · 
Animal and Plant Health 

Inspection Service 

mailto:Stacey.Carlson@ars.usda.gov


USDA ._ 
United States Department of Agriculture 

The Honorable Leonard L. Boswell 
U.S. House of Representatives 
1427 Longworth House Office Building 
Washington, D.C. 20515-1503 

Dear Congressman Boswell: 

The U.S. Department of Agriculture's (USDA) Agricultural Research Service (ARS) is 
partnering with the Animal and Plant Health Inspection Service (APHIS) in holding a 
dedication ceremony for the newly constructed facilities at the National Centers for Animal 
Health (NCAH), in Ames, Iowa, on April 19, 2010, at 10:30 a.m. It is our pleasure to invite 
you to attend the event and deliver remarks at this ceremony. 

On July 3, 2007, you participated in a similar dedication ceremony at Ames for the Large Animal 
High Containment Building (#9). We are now ready to dedicate and celebrate the completion of 
the entire new facility complex. · 

NCAH consists of ARS' National Animal Disease Center (NADC) and APHIS' Center for 
Veterinary Biologics and National Veterinary Services Laboratories. It is the largest Federal 
animal disease center in the United States, with sdentists conducting research and diagnostics 
and certifying veterinary products to solve animal health and food safety problems affecting 
livestock and poultry producers. ·In 2000, ARS and APHIS began the planning and construction 
of facilities for the new NCAH at Ames, USDA's largest-ever capital improvement project, with 
an estimated cost of $462 million. The multi-phase facility complex, completed in late 2009, 
totals approximately one million square feet. NCAH is one of the world's most advanced 
biocontainment and biosecurity centers with biosafety-level 3 facilities for infectious disease 
studies on large animals. We appreciate the support Congress has provided to USDA over the 
years for completion of this project. Accordingly, we would be honored to have you participate 
in the ceremony. ~ 

Besides yourself, other invited speakers include Senators Tom Harkin and Charles E. Grassley 
and Congressmen Bruce Braley, Dave Loebsack, Tom Latham, Steve King, as well as several 
State and local government ·officials. Additionally, invited representatives from USDA include · 
Secretary Thomas J. Vilsack, Under Secretary for Marketing and Regulatory Programs Edward • 
M. Avalos, and Acting Under Secretary for Research~ Education and Economics Dr. Molly Jahn. 
We anticipate the presence of approximately 400 attendees as well as diverse media outlets. 

An Eq~al Opportunity Employer 
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Following the dedication ceremony, our staff will conduct tours of the facilities for dignitaries 
such as yourself. We hope you will be able to join us in Ames on April 19, 2010, for this 
important event. Please respond by contacting Ms. Stacy Carlson, NADC, at 515-663-7255 
or Stacey.Carlson@ars.usda.gov. 

We are sending a similar letter of invitation to the other Members of Congress mentioned 
. ~ ' . 

previolisly~ . : 

Sincerely, · 

~g-~d-
Edward :a. Knipling 
Administrator 
Agricultural Research Service 

~p~ 
Administrator 
Animal and Plant Health 

Inspection Service 

·, .. , 
'· 

mailto:Stacey.Carlson@ars.usda.gov


The Honorable Rosa DeLauro 

USDA -
United Statee Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

MAY 2 3 2008 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20SJS-6016 

Dear Madam Chairwoman: 

House Report I 10-2S8 requests a report on how funds have been spent on the highly 
pathogenic avian influenza (HPAI) effort. We are pleased to submit the enclosed report on 
activities taken by the Animal and Plant Health Inspection Service (APHIS) to protect against 
introduction of HPAI into the United States. 

As the lead technical agency for animal health within the integrated U.S. Government 
response to HPAI worldwide, AP HIS implemented a comprehensive program of activities that is 
directly aligned to the three pillars of the international efforts included in the National Strategy 
for Pandemic Influenza: Preparedness and Communication; Surveillance and Detection; and 
Response and Containment. 

fn addition, AP HIS developed a domestic survei I lance plan for the HSN 1 strain of avian 
influenza. The plan addresses surveillance requirements in poultry, wildlife, and live bird 
marketing. The APHIS plan addresses these needs in three operational areas: Domestic Bird 
Surveillance and Diagnostics; Wildlife Surveillance and Diagnostics; and Emergency 
Preparedness and Communication. 

APHIS has been working closely with States and other Federal agencies in a coordinated 
effort to ensure that ample surveillance for the HSNJ strain is in place. This would allow for 
early detection should the virus enter the United States. Our coordinated effort is part of a larger 
National Strategy for Pandemic lnfluenza, which includes low pathogenic avian influenza 
efforts. 

A specific National domestic program goal is to prevent and control low pathogenic HS 
and H7 avian influenza in the U.S. commercial broiler, layer, and turkey industries, in the live 
bird marketing system, and to monitor for its presence in the wild. Control of the HS and H7 
strains helps to preserve international trade in poultry and poultry products, since both can exist 

An Equal Opportunity Employer 
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as low pathogenic strains with potential to mutate into a highly pathogenic form. In addition, 
controlling the virus reduces the likelihood of it becoming a zoonotic agent, thereby protecting 
human health. 

We hope you find the enclosed report useful. We appreciate your interest in the program 
and stand ready to provide you and your staff with any additional information and briefings you 
may require. Similar letters are being sent to Congressman Kingston and Senators Kohl and 
Bennett. 

Sincerely, 

Secretary 

Enclosure 



J hi! l Jonorablc Herb Kohl 

United StlitQ Oep1rtm1nt of Agrleuhurt 

Oflice ol lhe Secretary 
Washington, D. C. 20250 

MAYS 3 2008 

Ch<1innan, Subcommittee on Agriculture, RuraJ Development, 
1-'ood and Drug Administration, and Related Agencies 

Committee on Appropriations 
United St~tcs Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chttirman: 

House Repon 110-258 requests a report on how funds have been spent on the highly 
pathogenic avian inlluenza (HPAI) effort. We are pleased to submit the enclosed report on 
activities taken by the Animal and Plant Health Inspection Service (APHIS) to protect against 
introduction of llPAI into the United States. 

As the lead technical agency for animal health within the integrated U.S. Government 
response to HPAI worldwide, APHIS implemented a comprehensive program of activities that is 
directly aligned to the three pillars of the international efforts included in the National Strategy 
for Pandemic Influenza: Preparedness and Communication; Surveillance and Oetection; and 
Hcsponsc and Containment. 

ln addition, APH IS developed a domestic survdllance plan for the HSN 1 strain of avian 
influenza. The plan addresses surveillance requirements in poultry, wildlife, and live bird 
rnarkeling. The APHIS plan addresses these needs in three operational areas: Domestic Bird 
Surveillance and Diagnostics; Wildlife Surveillance and Diagnostics; and Emergency 
Preparedness and Communication. 

APH IS has be1.:n working closely with States and other federal agencies in a coordinated 
effort to ensure that ample surveillance for the HSNl strain is in place. This would allow for 
early detection should the virus enter the United States. Our coordinated effort is part of a larger 
National Strategy !Or Pandemic Influenza, which includes low pathogenic avian influenza 
.:!Tons. 

A specific National domestic program goal is to prevent and control low pathogenic HS 
and 117 l:lVian influenza in the U.S. commercial broiler, layer, and turkey industries, in the live 
bird marketing system, and to monitor for its presence in the wild. Control of the 115 and H7 
strains helps to preserve international trade in poultry and poultry products, since both can exist 
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as low pathogenic strains with potential to mutate into a highly pathogenic form. In addition, 
concrol ling the virus reduces the likelihood of it becoming a zoonotic agent, thereby protecting 
human health. 

We hope you find the enclosed report useful. We appreciate your interest in the program 
and stand ready to provide you and your staff wilh any additional information and briefings you 
may require. Similar letters are being sent to Senator Bennett, Congresswoman DeLauro, and 
Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The I lonorable Jack Kingston 

Unltltd Stlltl• Dep.1rt1n.nl of Agrlcultur• 

Office ol lhe Secretary 
Washington, O.C. 20250 

MAY 2 3 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Fuod und Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. I louse of Represematives 
I 016 Longworth I louse Office Building 
Washington. D.C. 20515-6016 

Dear Congressman Kingston: 

House Report 110-258 requests a report on how funds have been spent on the highly 
pathogenic avian inlluenza (HPAI) effort. We are pleased to submit the enclosed report on 
activities taken by the Animal and Plant Health Inspection Service (APHIS) to protect against 
introduction of 1 lPAI into the United States. 

As the lead technical agency for animal heal!h within the integrated U.S. Government 
response to HPAI worldwide, APHIS implemented a comprehensive program of activities that is 
directly aligned to the three pillars of the international efforts included in the National Strategy 
for Pandemic Jnl1uenz.a: Preparedness and Communication; Surveillance and Detection; and 
Rcsponsc and Containment. 

In addition, APHIS developed a domestic surveillance plan for the H5NI strain of avian 
intluL'nza. The plan addresses surveillance requirements in poultry, wild!He, and live bird 
murketing. The AP! !IS plan addresses these needs in three operational areas: Domestic Bird 
SurvcillancL' and Diagnostics; Wildlife Surveillance and Diagnostics; and Emergency 
Preparedness and Communication. 

APHIS has been working closely with States and other Federal agencies in a coordinated 
elfort to ~·nsLirc that ample surveillance for the H5N I strain is in place. This would allow for 
early detection should the virus enter the United States. Our coordinated effort is part of a larger 
National Strategy for Pandemic Influenza, which includes low pathogenic avian influenza 
c-l'li.>rts. 

A specific National domestic program goal is to prevent and control low pathogeniL' H5 
and H7 uvian ini1uenza in the U.S. commercial broiler, layer, and turkey industries, in the live 
bird marketing system. and to monitor for its presence in the wild. Control of the HS and 117 
strnins hdps to preserve international trade in poultry and poultry products, since both can exist 
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as low pathogenic strains with potential to mutate into a highly pathogenic form. In addition, 
controlling the virus reduces the likelihood of it becoming a zoonotic agent, thereby protecting 
human health. 

We hope you find the enclosed report useful. We appreciate your interest in the program 
and stand ready to provide you and your staff with any additional information and briefings you 
may require. Similar letters are being sent to Congresswoman Delaura and Senators Kohl and 
Bennett 

Sincerely, 

Ed~ 
Secretary 

l~nclosurc 



The Honorable Robert F. Bennett 

USDA -
United Statea Dlpanment or Agrlcultura 

Ollice of the Secretary 
Washington, O.C. 20250 

MAY 2 3 2on~ 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food und Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
l 90 Dirksen Senate Office Building 
Washing.ton, D.C. 20510-6026 

Dear Senator Bennett: 

I louse Report 110·258 requests a report on how funds have been spent on the highly 
pathogenic avian intluen7.a (HPAI) effort. We are pleased to submit the enclosed report on 
activities taken by the Animal and Plant Health Inspection Service (APHIS) to protect against 
introduction of I IP Al into the United States. 

As the k:ad technical agency for animal health within the integrated U.S. Government 
response to 111' Al worldwide, APHJS implemented a comprehensive program of activities that is 
directly aligned to the three pillars of the international efforts included in the National Strategy 
for Pandemic Influenza: Preparedness and Communication; Surveil1ancc and Detection; and 
Response and Containment. 

In addition, APHIS developed a domestic surveillance plan for the HSN 1 strain of avian 
inllucnzu. The plan addresses surveillance requirements in poultry, wildlife, and live bird 
marketing. The API llS plan addresses these needs in three operational areas: Domestic Bird 
SurvdlhmcL' and Diagnostics; Wildlife Surveillance and Diagnostics; and Emergency 
Pn.:parcdness and Communication. 

APHJS has been working closely with States and other Federal agencies in a coordinalcd 
effort to cnsun: that ample surveillance for the H5Nl strain is in place. This would allow for 
curly detection should the virus enter the United States. Our coordinated effort is part of a larger 
Nutional Strategy !'or Pandemic Influenza, which includes low pathogenic avian influenza 
efforts. 

A specific National domestic program goal is to prevent and control low pathogenic H5 
a11d Jl7 avian inllucnza in the U.S; commercial broiler, layer, and turkey industries. in the Jive 
bird marketing system, and to monitor for its presence in the wild. Control of the HS and H7 
strains helps to preserve international trade in poultry and poultry products, since both can exist 
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us low pathogenic strains with potential to mutate into a highly pathogenic form. In addition, 
controlling the virus reduces the likelihood of it becoming a zoonotic agent, thereby protecting 
human health. 

We hope you find the enclosed report useful. We appreciate your interest in the program, 
and stand ready to provide you and your staff with any additional information and briefings you 
may require. Similar letters are being sent to Senator Kohl, Congresswoman DeLauro, and 
Congressman Kingston. 

Sincerely, 

Ed~ 
Secretary 

Enclosure 



U.S. Department of Agriculture 
Highly Pathogenic Avian Influenza Spending Report 

The ~utional Strategy for Pandemic Influenza (National Strategy) designates the Department or 
.1\griculture (USDA) as the lead technical agency for animal health elements of the U.S. effort to 
combat highly pathogenic avian influenza (llPAl) worldwide. Accordingly. USDA assumes 
primary responsibility to implement U.S. international technical assistance and emergency rapid 
n.:sponsc missions to prevent, detect, and contain HPAJ among animal populations in countries 
\\ ilh high risk or cases of the virus. USDA is also responsible for enhancing our domestic 
rnpucity to rapidly detect and effectively respond to a disease outbreak. USDA efforts focus on 
controlling the spread of HPAI and reducing its effects on both the economy and animal health. 

Th-: Department is pleased to report on the Animal and Plant Health Inspection Service's 
(,\P Ill S} clforts to protect against an introduction of H PAI. 

DOMESTIC EFFORTS 

lo pn.:vcnt the accidental or intentional introduction of HPAI into the United States and ensure 
prcpun.:dness in the event of an outbreak, APHJS has taken actions in three areas: domestic bird 
surveillance and diagnostics; wildlife surveillance and diagnostics; and emergency preparedness 
and communication. 

Domestic Hird Surveillance and Diagnostics: 

Th!.!rc arc four areas or concentration in domestic bird surveillance: live bird marketing system 
(LIJMS); upland game; commercial through the National Poultry Improvement Plan (NPIP); and 
comm~·rdal outside of the LBMS and NPrP. APHlS entered into cooperative agreements with 
States previously cnrolh:d in the NPlP and LBMS throughout FY 2006 and 2007. The 
ugrccmcnts allow for increased surveillance, sampling, laboratory testing, and outreach. In 2006 
and :'.007, AP!llS increased the overall number of States with agreements for LBMS by I 0, 
N l'IJ> hy J 9. and upland bird by 37. This raised the total number of States with JIPAI 
agreement) for LBMS to 39, NPIP to 44, and upland game bird to 37. 

1.\"ith respect to diagnostics, APHIS' National Veterinary Services Laboratories (NVSL) 
continue:-; to provide support to approved laboratories that process samples submitted from the 
1 IP:\I suncillum:c program. To meet the demand for reagent production with increased sample 
suhmission, NYSL has developed and contracted out the production of the avian influenza (All 
a):tur gd immunodiffusion (AGID) test reagents that are used to test for the presence of Al in a 
hinl sample. NVSJ. established a contract to supply APHIS with 10,000 sets of Al AGID 
n.:ugcnts. The contract provides 50 percent of the increased reagent demand related to increased 
sample submissions. Production of this reagent will provide for the remaining reagent demand. 
API llS ha:; also purchased supplies and equipment necessary for the increased on-site reagent 
production. I his included purchase of four laboratory trailers that will allow surge capacity 
reagent production in the event of an Al outbreak. NVSL will use two trailers to grow additional 
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birds to the size/age required for inoculation, one trailer to provide laboratory space for reagent 
production. and one trailer for chicken inoculation and serum harvest for antisera production . 

. ·lnti-Sm11~Rlin~ and Regulatory Enforcement. The APHIS Smuggling Interdiction and Trade 
Comrliancc (SlTC) unit conducts risk-management and anti-smuggling activities to prevent the 
unla~l'ul entry and distribution of prohibited agricultural commodities and products harboring 
hurmJul diseases. The program has enhanced activities to further safeguard against HPJ\J, 
induding hiring personnel to increase surveillance at ports of entry. For example, the unit 
produced an inspection of domestic markets that are likely to have avian-related products 
imported illegally. The inspections allow the program to fonn a baseline of how much poultry 
product is entering through ports of entry. SJTC now targets likely shippers and importers or 
prnh1hited products and conducted targe scale inspection operations at ports of entry. 

SI I'(' continues to work closely with the Department of Homeland Security's Customs and 
Border Protection (CBP) at Lhe ports to identify shipments for closer examination. In FY 2006. 
SIH' provided CBP officers with specific infonnation that resulted in the seizure of 360,000 
pounds of prohihitcd poultry products smuggled from Asia. During this same time period, SITC 
directly sdzcd an additional 112,000 pounds of poultry products that had entered into the U.S. 
t:~immcrcc. Through collaborative multi-agency and inter-departmental efforts, API llS has 
gained u better understanding of the roles of other agencies tasked with preventing an Al 
introductiun into the United States. This understanding has led to a significant increase in 
crn11munieation and coordination between APHIS imd partner agencies. 

l he 1\Pl IJS ln\(~stigativc and Enforcement Services (IES) unit continues to provide support to 
i\Jll !IS programs. CBP. and State Departments of Agriculture to prevent the introduction and 
srrl.'m.I or 1111.i\l Lhrough illegal transportation. As a result of the enhanced governmentwidc 
l.'fforts related to llP /\I, i ES hired investigators to address the increased number of case referrals. 
Since 2006, JES has conducted over 2,000 port-related investigations that could have potential 
1 ll>A! implications. JES also initiated "Operation Egg Bay" to intercept and mitigate the disease 
threat posl!d from illegally imported poullry hatchling eggs. This operation has produced 
investigu1ions involving 84 individuals, 31 States, and 125 shipments. IES has also conducted u 
num bcr or survei I lance operations of varying length and intensity to detect the illegal interstate 
movement of poultry and poultry products. As a result of working with partner organizations. 
Al'l llS uiscovcn:d important information on smuggling pathways for poultry and poultry 
prodm.:ts. and gained valuable insight to various trends and practices relating to live bird markets. 

Wildlif'c Sun·cillancc and Diagnostics: 

:\Pl 11s· Wildlilc Services (WS) division continues to lead interagency efforts to detect HPAI in 
v.\ld hirds. The initial efforts were divided into two phases. The first phase addressed early 
dctct:tion activities in /\laska, and in particular, coastal areas that had the most potential for 
rnntact among Asian and North American birds. The second phase addressed subsequent !!PAI 
detection uctivitics in four major North American flyways. The plan for wild bird surveillance 
contains several intcrrr:lated components including: investigation of deaths or sickness; 
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sampling of live-captured birds; deployment of sentinel species; environmental sampling; and 
sampling hunter-harvested birds. 

APHIS is collaborating with other Federal agencies and State officials to conduct surveillance 
for l IPAI in migratory birds and cross-train personnel to improve surveillance strategies. As of 
September 2007, APHIS has tested over 109,000 wild birds and 60,000 environmental samples. 
The Department of the Interior and others have tested approximately 30,000 wild birds in the 
same period of time. 

The current year's plan is to collect and analyze 50,000 wild birds and test 25,000 environmental 
samples through a targeted surveillance approach, sampling high-risk species. The targeted 
approach leads to cost efficiency by collecting smaller sample sizes while maintaining integrity 
of the science-based approach. Detailed information can be found in Wildlife Services' 
Implementation Plan for HPAI Surveillance in Wild Migratory Birds in the United Stales 
available at www.usda.gov/documents/wildbirdstrategicplanpdf.pdf. 

Surveillance is conducted in aJI four major North American flyways (Pacific, Central, 
Mississippi, and Atlantic), all 50 States, Guam, Puerto Rico, and foreign countries (Cuba, 
Mexico, Canada, Russia, China, and Greenland). Diagnostic testing of all wild bird samples 
collected in the United States is conducted through 45 National Animal Health Laboratory 
Network (NAHLN) laboratories, and environmental samples are tested at Wildlife Services 
National Wildlife Research Center in Fort Collins, Colorado. Confirmatory testing of all 
samples is conducted at the NVSL in Ames, Iowa. In June 2007, APHJS hosted six training 
workshops to review current activities and better plan for fall sampling of migratory birds. Over 
180 participants from State wildlife agencies, NAHLN laboratories, and APHIS attended the 
workshops, which improved communication among partners and increased efficiency regarding 
HPAJ surveillance. 

APHJS has implemented a reporting system to answer calls and questions from the public 
regarding dead or sick wild birds. The toll-free number is 866-4 USDA WS and has been 
published on the APHIS website to support public inquires and help expedite calls. Calls are 
tracked through an online system to monitor any potential increases in dead or sick bird reports. 

To support wild bird surveillance, a protocol and decision tree has been developed to triage 
reports of dead or sick birds. This protocol is a step-by-step guide to determine the best option 
(sampling or disposal). APHIS WS has partnered with many State wildlife agencies to help 
direct calls to the most appropriate agency panicipant. The primary knowledge gained through 
wildlife surveillance was that HPAI does not currently exist in the wild bird population in the 
United States. Additional knowledge regarding the circulation of pathogenic avian influenza 
viruses was gained through the analysis of all HS and H7 subtypes. This knowledge has 
increased effectiveness in addressing domestic risk of the low pathogenic virus strain. 

www.usda.gov/documentslwildbirdstrategicplanpdf.pdf
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Emergency Preparedness and Communication: 

..\'utional Velr:rinary S1ockpile (NVS), Other Preparedness Aclivities. and Data Mod~ling and 
l1nulysis. lmmediate deployment of the supplies necessary to contain, control, and eradicate an 
outbreak is the most effective way to halt the spread of the disease. APHIS is working to ensure 
thut systematic measures are in place to quickly contain HPAI and deploy critical veterinary 
supplies from the NVS within 24 hours. 

N VS currently has 140 million doses of Al vaccine to protect older birds (75 million doses 
protect against the I !5 strain and 65 million protect against the H7 strain): guaranteed access for 
the purchase or 500 million doses of Al vaccine to protect birds up to 7 days old~ and personal 
pmkctive equipment (PPE) to protect 310 responders for 10 days in a high-risk environment. 
lhc agency is working to expand the NVS to include PPE.to protect 3,000 responders for 40 
days -

1\r. l'xmnplc or API JJS coordination and industry support for depopulation, decontamination. and 
di~posul services include an April 2007 West Virginia outbreak of low pathogenic Al in turkeys. 
i\Pl I IS was iiblc: to successfully deliver necessary supplies and services to the incident within 24 
h1.rnrs. This incident presented a unique opportunity for APHIS and two of its partners, the Slate 
(if North Carolina and University of Delaware, to utilize fire foam as a mass depopulation tool. 
lhc incident enahkd the partners to collect valuable information and live field experience wilh 
lire l'oam. The information and experience will be used to further refine the use of fire foam as a 
rapil\ mass depopulation method in poultry houses. 

1\J>J ! IS is expanding its tabletop exercise program with States, and in October 2007 the agency 
comluctcd an operational deployment exercise to test Iowa's ability to request, receive, store. 
stage. manage. process. deliver, and return to APHIS a training package of products within the 
specified 24-hour time frame. Three previous tabletop exercises have been run in Georgia, Iowa. 
and North C1rolina. Lessons learned are documented in after-action reports. The NVS uses 
lessons learned to improve operations and processes, and is making changes identified in the 
aftcr-action reports. An additional exercise for California was scheduled for March 17 - 20. 2008 
\\ ith the possibility or additional states participating. -

.t\PUIS conducts ongoing stakeholder outreach to inform Stale, local, and other Federal off1cials 
ol thcir role in requesting, receiving, storing, staging, managing, and distributing NVS resources. 
:-.; VS onicials frequently brier stakeholders at conferences and meetings and have established 
guidcline:s outlining best practice actions for State officials. An NVS page will be added to 
.t\PI 11s· Animul J lealth Emergency Management Internet site located at 
www.aphis.usda.gov/animal_health/emergency _management/. This page will allow the NVS to 
make these guidelines and other detailed information available to stakeholders online. 

/\Pl I IS is enhancing its incident command teams by providing National Incident Managemem 
S> stem training for the 300 and 400 levels. the highest levels of command training. The 
outcomc of this training will be more effective incident management leading to more efficient 
opl'ralions during emergency events. APHJS had two cooperative agreements for training 

www.aphis.usda.gov!animaUlealthlemergency_managementl.This
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sessions; om.· was with the Oklahoma Department of Agriculture and the other with the Foreign 
A!,!rlcultural Scrvit.:c. 

The N;l!iorml Animal Health Emergency Response Corps (NAHERC) enables AP! !IS to have a 
li.1cL1scd outrcuch and recruitment strategy to create a highly proficient and skilled population to 
dra\\ from during a possible AI outbreak. APHIS hired a contractor to perform recruitment or 
\ ctcrinarians. animal health technicians, and veterinary students who are available for 
<.h:ploymcnt in an animal disease outbreak. Brochures for the recruitment effort have been 
comph:t~·d and printed and are used in recruitment activities at animal health conferences and 
cvcnts. Additionally. the contractor has strengthened the application process, which is now 
formalized on lhe USAJobs website. A tutorial for applicants is posted on the website and 
rm1\ ides step-by-step instructions to help users complete onJine applications. Thus far, 
457 applh:ations for NAHERC have been received through www.usajobs.gov. 

rhc North American Animal Disease Spread Model has been modeled so that HPA! scenarios 
can b1: generated. APHJS has entered into an agreement with Lawrence Livermore National 
Libmalory lo develop the disel:lSe spread scenarios through this model. These scenarios allow 
/\ \ll \IS to determine more definitive economic impacts to decisions whkh wm yield a more 
cflkicnt and cflcctivc use of resources. AP HIS will upgrade its Emergency Management 
Rcspons(; Systcm (EMRS), which is a component of the model that will provide HPAI threat 
in!iirmatinn directly into the system. EMRS is a web-based Lotus Notes application designed to 
<lutomalc many of the tasks routinely associated with animal disease investigations and animal 
disL'asc and disaster-related emergencies. This system has a wide range of capabilities, including 
routine reporting of foreign animal disease investigations; state-specific disease outbreaks; 
surwi I l<mcc and control programs: cl1:1Ssic national animal health emergency responses; and 
natural disasters involving animals. 

/:'dumrion und Ou1reach. APHIS planned an outreach and education campaign as part of an 
•lH:rall l !PAI preparedness and response program. This program builds upon and expands the 
currcnl "Biosccurity for Birds" campaign. Specifically, the campaign expanded to target 
ba.:k)urd poultry and pct bird owners, wildlife-reJated groups, veterinarians, zoos, and the 
µl.'n.:ral public throughout the United States. The campaign also promoted best practices in both 
the r .BMS and backyard !lock owners in addition to its educational efforts of the U.S. 
commercial poultry industry. 

APJ I IS has coordinated with other agencies to ensure effective and non-duplicative outreach 
c!forts. :'\s a result or a partnership, National Future Farmers of America (Ff A) Organization 
ml.'mbcrs distributed "Biosecurity for Birds" materials at county and State fairs throughout the 
yc<1r. !\Pl IJS also partnered with the Emergency and Community Health Outreach of 
Minneapolis. Minnesota. to produce a television program in English and six other languages on 
1\ I and niosccurity prat:ticcs. APHIS will continue to provide this I 0 minute program to public 
td!..'\ isitm ch;mm:ls and other educational outlets. APHIS also produced various materials in 
multipl~ languages. One of the materials, a biosecurity calendar, won an awar~ from the 
'\'.ational l\s~mciation of' Government Communicators in the category of''supenor government 

http:www.usajobs.gov
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rnmmunication products and their producers." This effort has led to consistent information 
regarding A I. thereby reducing the risk of a large scale outbreak of HPAJ in the United States. 

API !IS hus taJ..cn action to prevent the accidental or intentional introduction of HPAI into the 
United Stutes and ensure preparedness in the event of an outbreak. By assisting in effons abroad 
to mm bat and contain the virus, APHIS reduces opportunities for the virus to further spread 
among susceptible animals and to mutate. Although thorough in its approach to date, APHIS 
will continue to reline efforts to reduce the chances of AI introduction through its international 
ci'fort and work in conjunction with other Federal partners under the National Strategy. 

l~Tf:RNATIONAI. EFFORTS 

Ai>l llS' promim:nc(.: in the National Strategy reflects that the most efficient approach to 
sulcguarding animal and public health is aggressive control of the HSN I strain or HPAI at its 
current source: inlbctcd poultry in affected countries. By combating and containing the virus 
amnng these infected birds, APHIS is reducing opportunities for the virus to further spread 
among susceptible animals and/or mutate into a virus with pandemic potential. Additionally, 
controlling the spread of the virus in affected countries reduces the threat of a domestic 
introduction of 1 lSN I. 

As the lead technical agency for animal health, A Pl !IS implemented a comprehensive program 
or activities directly aligned to the three pillars of the international efforts included in the 
National Strntegy: pr~parcdness and communication; surveillance and detection; and response 
und wntainmenl. APlllS' major activities under the three pillars include: assisting partner 
cnuntm:s manage and communicate AI risk; cooperating with international animal health 
o!'liciuls 10 strengthen their surveillance; and preparing for global pandemic with our globul 
partners. 

J'n'pwt:dnt>1.1· and ( 'ommunication. APHlS continues to assist partner countries to effectively 
mnnagi; and communicate Al risk within the context of internationally accepted guidelines and 
recommendations for risk analysis. APHIS assists public and private stakeholders to 
communicate accurate information to consumers about AI risks. 

API llS collaborated with the international animal health standard setting body lo implement the 
Pi.:rfmmance, Vision. and Strategy (PVS) tool in high focus countries. The PVS tool identifies 
gups between international standards and the quality level of the veterinary service in countries. 
This ussists in thi..! ubilily to determine their capability to deal with a pandemic. To improve this 
ubilitv .. '\P~ IIS ddivcred short-term technical advisers to countries to assist with establishing an 
incid~nt i.:ommand structure. and with animal health aspects of their national HPAI response 
plans. API JJS also conducted educational workshops and provided short-term technical advisers 
on biosccLirity standards at live bird markets abroad. APHIS has undenaken collaborative 
ri.:si.:mch on animal vaccines and has disseminated information on vaccines and their potential 
applications to reduce I IPA! with other countries. 
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API !IS has established offices and personnel in China, Laos, Cambodia, Thailand, and 
Indonesia. These offices are dedicated exclusively to HPAI activities and, wherever possible, the 
on1ces arc co-located with the U.S. Department of Health and Human Services Centers for 
Disease Control and Prevention offices. APHIS facilitated a series of regional courses on HPAI 
epidemiology and conducted an Asia Pacific Economic Cooperation seminar on options to 
design und impkmcnt farmer compensation programs and risk communication campaigns to 
support animal disease prevention, detection, and eradication efforts. APHIS sent materials such 
1.1s PPI: and spcdal packing boxes to its overseas offices to safely collect and transport suspect 
I IPA! sarnpli.:s to laboratories for diagnosis. ln addition, APHIS provided HPAI literature to 
'arim1s lJ .S. embassies. APHIS will continue to perform its role of providing knowledge and 
support to assist other countries in their handling of AI activities. 

,\'111Tei/lancc' and /Jefeclion. APHIS cooperates with partner countries' animal health officials to 
strrngthcn their capacities for surveillance techniques, specimen collection and handling 
prm:1ices. and performance of internationally accepted diagnostic lechniques to accurately 
1.:onfirm or rcl'ulc suspected cases of Al in a timely manner. 

( '<lllstun1 'igilunce is the key to combating HPAI and preventing a pandemic. APHIS is 
sL1pporting efforts to improve laboratory diagnosis and early warning networks in more than 40 
rnuntrh:i;. API l!S is working with its partners to expand on~the-ground surveillance capacity and 
improve knowledge ubout the movement and changes in H5Nl on a global scale. This includes 
support for improving national and regional laboratories to ensure that countries are able to 
qtii1.:kly and correctly confinn the presence of the HSN l strain. A PHIS provided funding to the 
World l lcalth Organization to strengthen its Global Outbreak Alert and Response Network to 
support international surveillance and response. The Global Avian Influenza Network for 
Surveillance project objective is to share information, increase the availability of scientific 
in!i)rmation for detection and containment, and track changes in virus isolates. 

/fr.11wnse and Cunh1inmen1. APHIS and its partners are prepared to augment international 
rL·spo11sc in an attempt to slow and contain global spread. APHJS seeks to improve priority 
cmmlncs · c<ipm:ity to take coordinated effective action to prevent HPAI incursions and, where 
mnhrcaks occur. contain HPAI at its site of origin or limit its spread. 

!\Pl! IS· international effort to contain and mitigate the effects of an outbreak of pandemic 
inllucnza bcvond our borders is a central component of its strategy. A PHIS has developed 
prntocllls an~! trained personnel to support an international effort to contain the pandemic in its 
c•trlic:-;t stage. including the deployment of medical countermeasures such as antiviral 
medications API I IS procured and pre-positioned overseas stockpiles of PPE, decontamination 
kits. 1.md antivirul medications to complement global efforts to contain pandemic outbreaks. 
API I IS has pre-positioned a stockpile of antiviral medications in Asia that is available to the 
mh.:rnatiom.tl community for pandemic response. At this time our Federal and State stockpiles 
cuntain 1:nough antiviral medications to treat 50 million people. 

In addi1ion. t\PI IJS has achieved significant accomplishments and results regarding a variety or 
1 IP/\I issw;s in wild. migratory birds. These issues include developing wild bird surveillance 
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plans; conducting workshops on bird capture, identification and sampling; epidemiology; data 
managcmcn1 and diagnostics activities; and conducting in-country surveillance. For example. 
:\Pl llS collaborntcd with the Wildlife Trust Alliance to implement the entire Mexican 
survdlluncc system for early detection. Wild. migratory birds were sampled at 26 different 
\\1.:tlund si1cs. The collection of the subsequent 4,500 samples from 50 species improved the 
North American surveillance system and added protection to the United States should the virus 
hccomc established or detected in South and Central America. APHIS is bolstering surveillance 
in the Central Flyway in response to a request from the Central Flyway Council. Additional 
sun dlhmcc agreements in Russia and Greenland have also helped trace virus movements and 
provide a more robust early detection system. The Russian, Danish, and Canadian projects 
prntccl against the virus being moved around the North Pole. These surveillance efforts coupled 
\\ilh suncillancc in China have moved APHIS to the forefront of international wildlife disease 
m;111:1gcmcnt. 

,1\PI I JS wil I continue 10 strengthen its efforts to protect against the introduction of HPAI in both 
the dom1..·sth; and international arena!!. 

Highly Pathogenic Avian Influenza 
(Miiiions of Dollars) 

t1v1tv FY 2006 Supplemental FY 2007 Obligations 

Q~~~st1c bird surveillance and diagnostics 24.21 9.11 

Wrldl1fe surveillance and diaanostics 16.98 1218 
~.-- -·· _,._._. ~-
E~!~~r:i_ct PI~~C!.redness and communication 21.91 . 9.18 

!~~!1~!_onal capac1tv building 17.18 7.43 
Total 80.28 37 90 

-- ··- PT ___ •-• ----- ---



The Honorable Rosa DeLauro 

USDA -
United State• Departm•nt of Agriculture 

Office of lhe Secretary 
Washington, O.C. 20250 

JUL 0 7 200~ 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

The Joint Explanatory Statement accompanying the Fiscal Year 2008 Consolidated 
Appropriations Act directed the Animal and Plant Health Inspection Service (APHIS) to provide 
$333,900 for a cooperative agreement with the Lake Gaston Weed Control Council (LGWCC) 
and $37,100 for the cooperative agreement with the Tri-Country (Smith Mountain) Lake 
Administrative Commission for hydrilla control efforts. In addition, a report on the status of 
these activities was requested. The report is enclosed. 

For many years, APHIS has been working with Lake Gaston stakeholders and the 
LGWCC to develop and implement a management plan to address the factors that allowed the 
formation and spread of hydrilla. The goal of this effort is to reduce hydrilla populations at Lake 
Gaston and Smith Mountain Lake to manageable levels through an effective and environmentally 
responsible combination of biocontrol agents, herbicides, and revegetation strategies. According 
to APHIS, eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

This year's hydrilla program in Lake Gaston and Smith Mountain Lake will not yield 
results until late summer. Therefore, we would like to update you on the situation as of today, 
and then, following completion of our collaborative efforts this summer, with a report discussing 
the results of this year's activities. 

An Equal 0pponun1ty Employer 

http:Departm.nt
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We appreciate your interest in the program, and would be pleased to provide you and 
your staff with any additional infonnation and briefings you may require. Similar letters are 
being sent to Congressman Kingston and Senators Kohl and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA -
United States Department of Agriculture 

The Honorable Robert F. Bennett 

Office of the Secretary 
Washington, D.C. 20250 

JUL 0 7 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, DC 20510~6026 

Dear Senator Bennett; 

The Joint Explanatory Statement accompanying the Fiscal Year 2008 Consolidated 
Appropriations Act directed the Animal and Plant Health Inspection Service (APHIS) to provide 
$333,900 for a cooperative agreement with the Lake Gaston Weed Control Council (LGWCC) 
and $37,100 for the cooperative agreement with the Tri-Country (Smith Mountain) Lake 
Administrative Commission for hydrilla control efforts. In addition, a report on the status of 
these activities was requested. The report is enclosed. 

) 

For many years, APHIS has been working with Lake Gaston stakeholders and the 
LGWCC to develop and implement a management plan to address the factors that allowed the 
formation and spread ofhydrilla. The goal of this effort is to reduce hydrilla populations at Lake 
Gaston and Smith Mountain Lake to manageable levels through an effective and environmentally 
responsible combination of biocontrol agents, herbicides, and revegetation strategies. According 
to AP HIS, eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily oflake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

This year's hydrilla program in Lake Gaston and Smith Mountain Lake will not yield 
results until late summer. Therefore, we would like to update you on the situation as of today, 
and then, following completion of our collaborative efforts this summer, with a report discussing 
the results of this year's activities. 

Ari Equal Opportunity E11'11~ 
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We appreciate your interest in the program, and would be pleased to provide you and 
your staff with any additional information and briefings you may require. Similar letters are 
being sent to Senator Kohl, Congresswoman DeLauro," and Congressman Kingston. 

Sincerely, 

Secretary 

Enclosure 



The Honorable Herbert Kohl 

USDA -
United State• Department of Agriculture 

Office of 1he Secretary 
WashinglOn, D.C. 20250 

JUL O 7 2008 

Chainnan, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20515-6016 

Dear Mr. Chairman: 

The Joint Explanatory Statement accompanying the Fiscal Year 2008 Consolidated 
Appropriations Act directed the Animal and Plant Health Inspection Service (APHIS) to provide 
$333,900 for a cooperative agreement with the Lake Gaston Weed Control Council (LGWCC) 
and $37,100 for the cooperative agreement with the Tri-Country (Smith Mountain) Lake 
Administrative Commission for hydrilla control efforts. In addition, a report on the status of 
these activities was requested. The report is enclosed. 

For many years, APHIS has been working with Lake Gaston stakeholders and the 
LGWCC to develop and implement a management plan to address the factors that allowed the 
formation and spread ofhydrilla. The goal of this effort is to reduce hydrilla populations at Lake 
Gaston and Smith Mountain Lake to manageable levels through an effective and environmentally 
responsible combination ofbiocontrol agents, herbicides, and revegetation strategies. According 
to APHIS, eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

This year's hydrilla program in Lake Gaston and Smith Mountain Lake will not yield 
results until late summer. Therefore, we would like to update you on the situation as of today, 
and then, following completion of our collaborative efforts this summer, with a report discussing 
the results of this year's activities. 

An Equal Oppoitunily E"'*1Yer 
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We appreciate your interest in the program, and would be pleased to provide you and 
your staff with any additional infonnation and briefings you may require. Similar letters are 
being sent to Senator Bennett, Congresswoman DeLauro, and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable Jack Kingston 

USDA 
29 --

United Stain Dep.vtment of Agriculture 

Office at lhe Secretary 
Washington, D.C. 20250 

JUL O 7 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
' Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-1001 

Dear Congressman Kingston: 

The Joint Explanatory Statement accompanying the Fiscal Year 2008 Consolidated 
Appropriations Act directed the Animal and Plant Health Inspection Service (APHIS) to provide 
$333,900 for a cooperative agreement with the Lake Gaston Weed Control Council (LGWCC) 
and $37,100 for the cooperative agreement with the Tri-Country (Smith Mountain) Lake 
Administrative Commission for hydrilla control efforts. In addition, a report on the status of 
these activities was requested. The report is enclosed. 

For many years, APHIS has been working with Lake Gaston stakeholders and the 
LGWCC to develop and implement a management plan to address the factors that allowed the 
formation and spread of hydrilla. The goal of this effort is to reduce hydrilla populations at Lake 
Gaston and Smith Mountain Lake to manageable levels through an effective and environmentally 
responsible combination ofbiocontrol agents, herbfoides, and revegetation strategies. According 
to AP HIS, eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

This year's hydrilla program in Lake Gaston and Smith Mountain Lake will not yield 
results until late summer. Therefore, we would like to update you on the situation as of today, 
and then, following completion of our collaborative efforts this summer, with a report discussing 
the results of this year's activities. 

An Equal Oppo1111nity Employer 
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We appreciate your interest in the program, and would be pleased to provide you and 
your staff with any additional information and briefings you may require. Similar letters are 
being sent to Congresswoman DeLauro, and Senators Kohl and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



Background 

Department of Agriculture 
Animal and Plant Health Inspection Service 

Report on Hydrilla in Lake Gaston 
May2008 

For many years, the Animal and Plant Health Inspection Service (APHIS) has been working with 
Lake Gaston stakeholders and the Lake Gaston Weed Control Council (LGWCC) to develop and 
implement an integrated vegetation management plan to address the factors that allowed the 
formation and spread of the lake's invasive plant infestations. The Lake Gaston Stakeholders 
Board includes the North Carolina Wildlife Resources Commission, North Carolina Division of 
Environmental Health, North Carolina Division of Water Resources, North Carolina State 
University, Virginia Department of Grune and Inland Fisheries, U.S. Anny Corps of Engineers, 
Dominion Power (which owns the lake), and the Lake Gaston Homeowners Association. 
APHIS' work with these groups has included extensive discussions, presentations, and reports on 
various weed control strategies. APHIS, the Stakeholders Board, and the Weed Council 
maintain regular ,contact to share information. The goal of this effort is to reduce hydrilla 
populations at Lake Gaston and Smith Mol.Ultain Lake to manageable levels through an effective 
and environmentally responsible combination ofbiocontrol agents, herbicides, and revegetation 
strategies. Eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

Program Status 

Most of this prograin's efforts in recent years have been aimed at providing accurate and timely 
vegetation surveys, and developing strategies to enhance the hydrilla management technologies 
now in use. One such strategy involves studying monoecious hydrilla, the biotype ofhydrilla 
found at Lake Gaston, to learn how to predict the plant's response to our current management 
efforts. For the most part, herbicide trials have been successful at controlling hydrilla. However, 
we remain concerned about the effect of these herbicides on non-target species, the cost of these 
herbicides, and the possibility that hydrilla may develop a resistance. Therefore, the prograin 
c9ntinues to pursue alternate herbicides, as well as biocontrol options, and revegetation efforts. 
In biocontrol trials, we plan to continue releasing hydrilla flies on Lake Gaston in hopes that they 
will become established in the lake and consume the hydrilla leaves. Although the fly releases in 
2007 did not result in much leaf damage or adult flies observed, this effort may yet succeed since 
a similar project in the 1990's continued for five years before the flies becaine established. Since 
1995, grass carp have been stocked periodically in Lake Gaston. These fish can provide 
excellent control in certain situations, but are not specific to hydrilla and are inappropriate for 
most rivers and natural lakes where submerged native vegetation is a valuable component of the 



ecosystem. As a result, the program is re-evaluating its use of grass carp, given the absence of 
strong evidence that this control method would be effective in this situation. 

Part of this program's approach to ecosystem management in Lake Gaston includes the 
introduction of native aquatic plants to replace nuisance species that have been removed. 
Therefore, the program is evaluating several native aquatic plant species as candidates for 
establishment in the lake, as well as techniques to enhance our establishment efforts. Most of 
these species appear to be suitable for large-scale restoration efforts, with the strongest 
candidates being Illinois pondweed, American pondweed, coontail, northern and southern wild 
celery, and fragrant water lily. Once we determine which species would be most effective at 
managing hydrilla, we can mass produce them at a modified greenhouse at the Caledonia Prison 
Farm in Halifax County, North Carolina, to have them available for our restoration efforts. 

Implementing the Lake Gaston Aquatic Vegetation Management Plan beginning in 2006 has 
clearly improved hydrilla management at Lake Gaston. Although complete eradication is not 
likely, this comprehensive, integrated plan will enable us to maintain hydrilla populations at low 
levels and prevent it from becoming a nuisance to local residents. Our survey work thus far has 
enabled us to document a decrease in hydrilla populations at Lake Gaston as of fall 2007. 

In January 2008, shortly after the passage of the FY 2008 Omnibus Appropriations Act, APHIS 
contacted the Lake Gaston Weed Board and the Smith Mountain Lake (SML) Administrative 
Commission to determine how best to use the funds provided for FY 2008. Although these 
entities have not yet determined how to use all of these funds, one activity that they will pursue 
is a "whole-lake" survey in Lake Gaston and a survey at SML. These surveys are necessary 
based on hydrilla detections in each lake in 2007, as they provide data to both target and 
determine the successes of our efforts. 
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The Honorable Jack Kingston 

United StatM Dep•l't!Tlltnt ol Agrlcullure 

Office of Iha Secretary 
Waahlnglon, o.c. 20250 

Ranking Member, Subcommittee on Agriculture, 
Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
l 016 Longworth House Office Building 
Washington, D.C. 20515-6016 

Dear Congressman Kingston: 

As requested by House Report 110-258 accompanying the Fi seal Year 2008 Agriculture 
Appropriations Bill, enclosed is the status of the actions taken by the Department of 
Agriculture's (USDA) Animal and Plant Health Inspection Service (APHlS) toward reaching 
management decisions on all outstanding issues related to four audit reports prepared by the 
Office of Inspector General (OIG). The four audit reports are; Animal and Plant Health 
Inspection Service Controls Over Issuance of Genetically Engineered Organism Release Permits 
(Report No.: 50601-8-TE); Animal and Plant Health Inspection Service Animal Care Program 
Inspection and Enforcement Activities (Report No.: 33002-03-SF); Animal and Plant Health 
Inspection Service Wildlife Services Aircraft Acquisition (Report No.: 33099-1-KC
REDACTED); and the Animal and Plant Health Inspection Service Safeguards to Prevent Entry 
of Prohibited Pests and Diseases Into the United States (Report No.: 33601-3-CH). 

Management decisions have been reached and the process closed on all of the recommendations 
in the four reports mentioned above, except for one. The report, Animal and Plant Health 
Inspection Service Safeguards to Prevent Entry of Prohibited Pests and Diseases Into the United 
States, has one recommendation on which a management decision has not yet been reached. The 
recommendation reads as follows: 

Perform a national study of cruises from countries classified as high risk, such as 
Jamaica, to assess the risk of introducing exotic pests or diseases into the United 
States, to determine whether increased inspections of cruise ships is warranted. 
Based on the results of this study, develop section procedures for cruises from high 
risk countries. 

APHIS is preparing to conduct a year-long study of cruise ships. In preparation, APHIS officials 
are developing sampling procedures for cruises and working with their counterparts at the 
Department of Homeland Security's Customs and Border Protection (CBP) to identit)' countries 
to be included in the study. AP HIS anticipates completing the entire project (including the 
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preparations, year-long study, and analysis of the results) by September 201 I. APHIS has been 
informed by OIG that they concur with the proposed actions and timeframes but that to reach 
management decision, APHIS will need to provide OIG with documentation that CBP officials 
have concurred with the actions and timeframes developed by APHIS. APHIS is in the process 
of obtaining the documentation requested by OIG. 

We appreciate the Committee's consideration of this matter. We are sending similar letters to 
Congresswoman DeLauro and Senators Kohl and Bennett. 

Sincerely, 

Ltf-
A~ting Secretary 



USDA 
~ 

United S!Jllft Dep111man1 of Agriculture 

Office of 11111 Secretary 
Washinotan. O.C. 20250 

~ov 2 o 2001 

The Honorable Rosa L Delauro 
Chairwoman, Subcommittee on Agriculture, 

Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chainvoman: 

As requested by House Report 110-258 accompanying the Fiscal Year 2008 Agriculture 
Appropriations Bill, enclosed is the status of the actions taken by the Department of 
Agriculture's (USDA) Animal and Plant Health Inspection Service (APHIS) toward reaching 
management decisions on all outstanding issues related W four audit reports prepared by the 
Office of Inspector General (OIG). The four audit reports are: Animal and Plant Health 
Inspection Service Controls Over Jssuance of Genetically Engineered Organism Release Permits 
(Report No.: 50601-8-TE); Animal and Plant Health Inspection Service Animal Care Program 
Inspection and Enforcement Activities (Report No.: 33002-03-SF); Animal and Plant Health 
Inspection Service Wildlife Services Aircraft Acquisition (Report No.: 33099-1-KC· 
REDACTED); and the Animal and Plant Health Inspection Service Safeguards to Prevent Entry 
of Prohibited Pests and Diseases Into the United States (Report No.: 33601-3-CH). 

Management decisions have been reached and the process closed on all of the recommendations 
in the four reports mentioned above, except for one. The report, Animal and Plant Hea1th 
Inspection Service Safeguards to Prevent Entry of Prohibited Pests and Diseases Into the United 
States, has one recommendation on which a management decision has not yet been reached. The 
recommendation reads as follows: 

Perform a national stud)' of cruises from countries classified as high risk, such as 
Jamaica., to assess the risk of introducing exotic pests or diseases into the United 
States, to determine whether increased inspections of cruise ships is warranted. 
Based on the results of this study, develop section procedures for cruises from high 
risk countries. 

APHIS is preparing to conduct a year-Jong study of cruise ships. In preparation, APHIS officials 
are developing sampling procedures for cruises and working with their counterparts at the 
Department of Homeland Security's Customs and Border Protection (CBP) to identify countries 
to be included in the study. APHIS anticipates completing the entire project (including the 
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preparations, year-long study, and analysis of the results) by September 2011. APHIS has been 
infom1ed by OIG that they concur with the proposed actions and timeframes but that to reach 
management decision, APHIS wi11 need to provide OIG with documentation that CBP officials 
have concurred with the actions and timefi"ames developed by APHIS. APHIS is in the process 
of obtaining the documentation requested by OIG. 

We appreciate the Conunittee's consideration of this matter. We are sending similar letters to 
Congressman Kingston and Senators Kohl and Bennett. 

Sincerely, 

i{I--
Acting Secretllf)' 
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United Sta!M Dep&nm1nt of Agricultur• 

Office of the Secrelary 
Washington, o.c. 20250 

The Honorable Herbert H. Kohl 
Chaimmn, Subcommittee on Agriculture, 
Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Oftice Building 
Washington, D.C. 20510-6026 

Dear M_r. Chaim1a11: 

As requested by House Report 110-258 accompanying the Fiscal Year 2008 Agriculture 
Appropriations Bill, enclosed is the status of the actions taken by the Department of 
Agriculture's (USDA) Animal and Plant Health Inspection Service (APHIS) toward reaching 
management decisions on all outstanding issues related to four audit reports prepared by the 
Office of Inspector General (OIG). The four audit reports are: Animal and Plant Health 
Inspection Service Controls Over Issuance of Genetically Engineered Organism Release Pennits 
(Report No.: 50601-8-TE); Animal and Plant Health Inspection Service Animal Care Program 
Inspection and Enforcement Activities (Report No.: 33002-03-SF); Animal and Plant Health 
Inspection Service Wildlife Services Aircraft Acquisition (Report No.: 33099-1-KC
REDACTED); and the Animal and Plant Health fnspection Service Safeguards to Prevent Entry 
of Prohibited Pests and Diseases Into the United States (Report No.: 33601-3-CH). 

Management decisions have been reached and the process closed on all of the recommendations 
in the four reports mentioned above, except for one. The report, Animal and Plant Health 
Inspection Service Safeguards to Prevent Entry of Prohibited Pests and Diseases Into the United 
States, has one recommendation on which a management decision has not yet been reached. The 
recommendation reads as follows: 

Perform a national study of cruises from countries classified as high risk, such as 
Jamaica, to assess the risk of introducing exotic pests or diseases into the United 
States, to determine whether increased inspections of cruise ships is warranted. 
Based on the results of this study, develop section procedures for cruises from high 
risk countries. 

APHIS is preparing to conduct a year-long study of cruise ships. In prepatation, APHIS officials 
are developing sampling procedures for cruises and working with their counterparts at the 
Department of Homeland Security's Customs and Border Protection (CSP) to identify countries 
to be included in the study. APHIS anticipates completing the entire project (including the 

http:reach.xl


The Honorable Herbert H. Kohl 
Page2 

preparations, year-tong study, and analysi£ of the results) by September 2011. APHIS has been 
infonned by OJG that they concur with the proposed actions and tirneframes but that to reach 
management decision, APHIS will need to provide OIG with documentation that CBP officials 
have concurred with the actions and timeframes developed by APHIS. APHIS is in the process 
ofobtaining the documentation requested by OIG. 

We appreciate the Committee's consideration of this matter. We are sending similar letters to 
Senator Bennett, Congresswoman DeLauro, and Congressman Kingston. 

Sincerely, 

i[f-
Acting Secretary 



NOV 2 0 2007 

The Honorable Robert F. Bennett 

USDA 
?CT 

United Stlltee Deputment of Agrfcult1.1rt 

Office of the Sacrelary 
Wl!$hington. O.C. 20250 

Ranking Member, Subcommittee on Agriculture, 
Rural Development, Food and Drug 
Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D .C. 205 I 0-6026 

Dear Senator Bennett; 

As requested by House Report 110-258 accompanying the Fiscal Year 2008 Agriculture 
Appropriations Bill, enclosed is the status of the actions taken by the Department of 
Agriculture's (USDA} Animal and Plaut Health Inspection Service (APHIS) toward reaching 
management decisions on all outstanding issues related to four audit reports prepared by the 
Office of Inspector General (OIG). The four audit reports are: Animal and Plant Health 
Inspection Service Controls Over Issuance of Genetically Engineered Organism Release Pennits 
(Report No.: 5060\-8-TE); Animal and Plant Health Inspection Service Animal Care Program 
Inspection and Enforcement Activities (Report No.: 33002-03-SF); Animal and Plant Health 
Inspection Service Wildlife Services Aircraft Acquisition (Report No.: ,33099- l-KC
REDACTED); and the Animal and Plant Health Inspection Service Safeguards to Prevent Entry 
of Prohibited Pests and Diseases lnto the United States (Report No.: 33601-3-CH}. 

Management decisions have been reached and the process closed on all of the recommendations 
in the four reports mentioned above, except for one. The report, Animal and Plant Health 
Inspection Service Safeguards to Prevent Entry of Prohibited Pests alld Diseases Into the Uruted 
States, has one recommendation on which a management deeis1on has not yet been reached. The 
recommendation reads as follows: 

Perform a national study of cruises from countries classified as high risk, such as 
Jamaica, to assen the risk of introducing exotic pests or diseases into the United 
States, to determine whether increased inspections of cruise ships is warranted. 
Based on the results of this study, develop section procedures for cruises from high 
risk countries. 

APHIS is preparing to conduct a year-long study of cruise ships. In preparation, APHIS officials 
are developing sampling procedures for cruises and working with their counterparts at the 
Department of Homeland Security's Customs and Border Protection (CBP) to identify countries 
to be included in the study. APHIS anticipates completing the entire project (including the 



The Honorable Robert F. Bennett 
Page2 

preparations,, year-long study, and analysis of the results) by September 20 I I. APHJS has been 
informed by OIG that they concur with thf' proposed actions and time frames but that to reach 
management decision, APH!S will need to provide DIG with documentation that CBP officials 
have concurred with the actions and timeframes developed by APHIS. APHlS is in the process 
ofobtaining the documentation requested by OJG. 

We appreciate the Committee's consideration of this matter. We are sending similar letters to 
Senator Kohl, Congresswoman DeLauro, and Congressman Kingston. 

"/!~~ 
Charles F. O:mner 
Acting Secretary 
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The Honorable Rosa DeLauro 
Chairwoman, Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

As requested by Senate Report 110-134 accompanying the FY2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the Animal and Plant Health Inspection Service (APHIS) is 
providing an update on the Agricultural Quarantine Inspection (AQI) user-fee 
requirements for commercial trucks transiting non-stop through Canada between Alaska 
and the continental United States. 

APHIS published an interim rule in the Federal Register on August 25, 2006, 
amending its regulations to remove the exemption from AQI user fees for commercial 
conveyances-including trucks transiting Canada while traveling between Alaska and the 
continental United States-and international air passengers entering the United States 
from Canada. This rule took effect for commercial trucks on June 1, 2007. Historically, 
APHIS performed limited inspections along the Canadian border. However, starting in 
the 1990s, A PHIS' inspection data showed an increasing number of interceptions at the 
U.S.-Canada border of pi;ohibited materials that originated outside of Canada and that 
presented risks to U.S. agricultural production. APHIS determined that it was necessary 
to expand agricultural inspection operations at the border, and because the AQI program 
is a full-cost recovery program, it was necessary to collect user fees at the border to do 
so. The Department of Homeland Security's Customs and Border Protection (CBP) now 
conducts agricultural inspection activities at U.S. ports of entry, and APHIS transfers 
AQI funding to CBP to cover these inspections. 

We recognize your concern about the effects of this rule on commercial trucking 
companies that transit non-stop through Canada from Alaska. However, after careful 
consideration and review of the issue, we do not believe that we should implement an 
exemption for these entities. We believe that developing an exemption system for these 
entities would be unfair to the many other individuals and entities that would continue 
paying the fee even though they may present only slightly greater pest and disease risks. 
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Setting fee rates based on relative risks posed by any given conveyance would be 
difficult and prove extraordinarily complex and confusing for the CBP inspectors and 
those paying the fees. In addition, CBP's current user-fee collection mechanisms do not 
allow for exemptions. Procedures to identify the trucks in question and verify that they 
have not stopped to load or unload cargo would have to be implemented, resulting in 
additional administrative costs to the AQI program and potentially causing delays for 
commercial and personal travelers. Additionally, the owner of a truck can purchase an 
electronic pass for $105.00 that covers unlimited trips between Canada and the United 
States during a year-long period; we do not believe that constitutes an onerous burden. 

We recognize your concerns about this matter and appreciate the Committee's 
interest. Similar letters are being sent to Congressman Kingston and Senators Kohl and 
Bennett. 

Sincerely, 

~.~~ 
Edward T. Schafer J 

Secretary 
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Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Bennett: 

As requested by Senate Report 110-134 accompanying the FY2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the Animal and Plant Health Inspection Service (APHIS) is 
providing an update on the Agricultural Quarantine Inspection (AQI) user-fee . 
requirements for commercial trucks transiting non-stop through Canada between Alaska 
and the continental United States. 

APHJS published an interim rule in the Federal Register on August 25, 2006, 
amending its regulations to remove the exemption from AQI user fees for commercial 
conveyances-including trucks transiting Canada while traveling between Alaska and the 
continental United States-and international air passengers entering the United States 
from Canada. This rule took effect for commercial trucks on June I, 2007. Historically, 
APHIS performed limited inspections along the Canadian border. However, starting in 
the 1990s, APHIS' inspection data showed an increasing number of interceptions at the 
U.S.-Canada border of prohibited materials that originated outside of Canada and that 
presented risks to U.S. agricultural production. APHIS determined that it was necessary 
to expand agricultural inspection operations at the border, and because the AQI program 
is a full-cost recovery program, it was necessary to collect user fees at the border to do 
so. The Department of Homeland Security's Customs and Border Protection (CBP) now 
conducts agricultural inspection activities at U.S. ports of entry, and APHIS transfers 
AQI funding to CBP to cover these inspections. 

We recognize your concern about the effects of this rule on commercial trucking 
companies that transit non-stop through Canada from Alaska. However, after careful 
consideration and review of the issue, we do not believe that we should implement an 
exemption for these entities. We believe that developing an exemption system for these 
entities would be unfair to the many other individuals and entities that would continue 
paying the fee even though they may present only slightly greater pest and disease risks. 

An Equal Opportunity Employer 
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Setting fee rates based on relative risks posed by any given conveyance would be 
difficult and prove extraordinarily complex and confusing for the CBP inspectors and 
those paying the fees. In addition, CBP's current user-fee collection mechanisms do not 
allow for exemptions. Procedures to identify the trucks in question and verify that they 
have not stopped to load or unload cargo would have to be implemented, resulting in 
additional administrative costs to the AQI program and potentially causing delays for 
commercial and personal travelers. Additionally, the owner of a truck can purchase an 
electronic pass for $105 .00 that covers unlimited trips between Canada and the United 
States during a year-long period; we do not believe that constitutes an onerous burden. 

We recognize your concerns about this matter and appreciate the Committee's 
interest. Similar letters are being sent to Senator Kohl, Congresswoman DeLauro and 
Congressman Kingston. 

Sincerely, 

'&.~ 
Edward T. Schafer 
Secretary 
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Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

As requested by Senate Report 110-134 accompanying the FY2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the Animal and Plant Health Inspection Service (APHIS) is 
providing an update on the Agricultural Quarantine Inspection (AQI) user-fee 
requirements for commercial trucks transiting non-stop through Canada between Alaska 
and the continental United States. 

APHIS published an interim rule in the Federal Register on August 25, 2006, 
·amending its regulations to remove the exemption from AQI user fees for commercial 
conveyances-including trucks transiting Canada while traveling between Alaska and the 
continental United States-and international air passengers entering the United States 
from Canada. This rule took effect for commercial trucks on June l, 2007. Historically, 
APHIS performed limited inspections along the Canadian border. However, starting in 
the 1990s, APHIS' inspection data showed an increasing number of interceptions at the 
U.S.-Canada border of prohibited materials that originated outside of Canada and that 
presented risks to U.S. agricultural production. APHIS determined that it was necessary 
to expand agricultural inspection operations at the border, and because'the AQI program 
is a full-cost recovery program, it was necessary to collect user fees at the border to do 
so. The Department of Homeland Security's Customs and Border Protection (CBP) now 
conducts agricultural inspection activities at U.S. ports of entry, and APHIS transfers 
AQI funding to CBP to cover these inspections. 

We recognize your concern about the effects of this rule on commercial trucking 
companies that transit non-stop through Canada from Alaska. However, after careful 
consideration and review of the issue, we do not believe that we should implement an 
exemption for these entities. We believe that developing an exemption system for these 
entities would be unfair to the many other individuals and entities that would continue 
paying the fee even though they may present only slightly greater pest and disease risks. 

An Equal ()slporlunfly ~1181' 
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Setting fee rates based on relative risks posed by any given conveyance would be 
difficult at best and cause extraordinarily complex and confusing for the CBP inspectors 
and those paying the fees. In addition, CBP's current user-fee collection mechanisms do 
not allow for exemptions. Procedures to identify the trucks in question and verify that 
they have not stopped to load or unload cargo would have to be implemented, resulting in 
additional administrative costs to the AQI program and potentially causing delays for 
commercial and personal travelers as well as an administrative burden. Additionally, the 
owner of a truck can purchase an electronic pass for $105 .00 that covers unlimited trips 
between Canada and the United States during a year-long period; we do ·not believe that 
constitutes an onerous burden. 

We recognize your concerns about this matter and appreciate the Committee's 
interest. Similar letters are being sent to Senator Bennett, Congresswoman DeLauro and 
Congressman Kingston. 

Sincerely, 

Secretary 
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The Honorable Jack Kingston 
Ranking Member, Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-1001 

Dear Congressman Kingston: 

As requested by Senate Report 110-134 accompanying the FY2008 
Appropriations BiJJ for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the Animal and Plant Health Inspection Service (APHIS) is 
providing an update on the Agricultural Quarantine Inspection (AQI) user-fee 
requirements for commercial trucks transiting non-stop through Canada between Alaska 
and the continental United States. 

APHIS published an interim rule in the Federal Register on August 25, 2006, 
amending its regulations to remove the exemption from AQI user fees for commercial 
conveyances-including trucks transiting Canada while traveling between Alaska and the 
continental United States-and international air passengers entering the United States 
from Canada. This rule took effect for commercial trucks on June I, 2007. Historically, 
APHIS performed limited inspections along the Canadian border. However, starting in 
the 1990s, APHIS' inspection data showed an increasing number of interceptions at the 
U.S.-Canada border of prohibited materials that originated outside of Canada and that 
presented risks to U.S. agricultural production. APHIS determined that it was necessary 
to expand agricultural inspection operations at the border, and because the AQI program 
is a full-cost recovery program, it was necessary to collect user fees at the border to do 
so. The Department of Homeland Security's Customs and Border Protection (CBP) now 
conducts agricultural inspection activities at U.S. ports of entry, and APHIS transfers 
AQI funding to CBP to cover these inspections. 

We recognize your concern about the effects of this rule on commercial trucking 
companies that transit non-stop through Canada from Alaska. However, after careful 
consideration and review of the issue, we do not believe that we should implement an 
exemption for these entities. We believe that developing an exemption system for these 
entities would be unfair to the many other individuals and entities that would continue 
paying the fee even though they may present only slightly greater pest and disease risks. 

An Equal Opportunity EmploVer 
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Setting fee rates based on relative risks posed by any given conveyance would be 
difficult at best and cause extraordinarily complex and confusing for the CBP inspectors 
and those paying the fees. In addition, CBP's current user-fee collection mechanisms do 
not allow for exemptions. Procedures to identify the trucks in question and verify that 
they have not stopped to load or unload cargo would have to be implemented, resulting in 
additional administrative costs to the AQI program and potentially causing delays for 
commercial and personal travelers as well as an administrative burden. AdditionaJly, the 
owner of a truck can purchase an electronic pass for $105. 00 that covers unlimited trips 
between Canada and the United States during a year-long period; we do not believe that 
constitutes an onerous burden. 

We recognize your concerns about this matter and appreciate the Committee's 
interest. Similar letters are being sent to Congresswoman DeLauro and Senators Kohl 
and Bennett. 

Sincerely, 

r~w~~ 
Secretary 
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Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
l 90 Dirksen Senate Office Building 
Washington, DC 20510-6026 

Dear Senator Bennett: 

As requested by House Report 110-258 accompanying the Fiscal Year 2008 
Agriculture Appropriations Bill, enclosed is the Department of Agriculture's Animal and 
Plant Health Inspection Service's (APHJS) plan on how resources available in 2008 will 
be spent and where activities will be conducted for the Emerald Ash Borer (EAB) 
program. 

APHIS' objectives for the EAB program in 2008 include expanding survey efforts 
with the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent further spread of the pest, enhaneina control activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed in the 
enclosure. 

We appreciate the Committee's interest in the EAB program. We are sending similar 
letters to Senator Kohl, Congresswoman DeLauro, and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 
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Animal and Plant Health Inspection Service 
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As requested by House Report 110-258, the following is the U.S. Department of 
Agriculture's (USDA) Animal and Plant Health Inspection Service's (APHIS) plan on 
how resources available in 2008 will be spent and where activities will be conducted for 
the Emerald Ash Borer (EAB) program. 

EAB is an exotic pest of ash trees in the United States. It was first found in July 
2002 in southeast Michigan. The pest is indigenous to Asia and is known to occur in 
China, Korea, Japan, Mongolia, the Russian Far East, and Taiwan. EAB is now 
considered established in urban and forested ecosystems throughout areas of Michigan, 
Indiana, lllinois, Ohio, Pennsylvania, Maryland, and Ontario, Canada. It was also 
recently detected in West Virginia for the first time. EAB is well suited for climatic 
conditions in North America and has the potential to destroy entire stands of ash. 

In general, APHIS is the lead Federal agency responsible for national plant and 
animal health including disease prevention and pest detection, control, and eradication. 
APHIS works with stakeholders to implement unique and unified programs at all levels. 
Under the Plant Protection Act of2000 (7 USC sec. 8301), APHIS has sole authority 
over the regulation and control of pests and diseases of regulatory significance. In 
general, the Pest Detection program cooperates with State departments of agriculture, 
other Federal agencies (such as USDA's Forest Service and the Department of the 
Interior's Bureau of Land Management), and numerous universities to prioritize projects 
and conduct surveys. 

APHIS' objectives for the EAB program in 2008 include expanding survey efforts 
with the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent additional spread of the pest, enhancing control activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed below. 

The program has worked to improve EAB survey methods since the discovery of 
the pest in 2002. Surveys were originally based on the presence of visual symptoms (exit 
holes, bark cracks, branches sprouting on the trunk of the tree, woodpecker feeding sites, 
etc.) to determine presence or absence of EAB. The next development involved the use 
of detection trees, which had been stressed to release volatile chemicals attractive to the 
beetle and thus act as traps. However, both of these methods are labor intensive and 
relatively expensive. Accordingly, the program worked to develop a trap and lure, which 
will allow APHIS and cooperators to implement for the first time in Fiscal Year (FY) 
2008, a survey based on attractant-baited traps. These traps offer several advantages over 
the other methods, including cost, uniformity of sampling unit, safety, fewer logistical 
problems, and more precision in sampling. 
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In FY 2008, the EAB program wilJ obligate $1 l.275 million on survey activities. 
The program is conducting a survey using the new traps to determine whether additional 
pockets of infestation may exist undetected outside the known infested areas. The survey 
will target high-risk sites and establishments in non-infested States where potentially 
infested articles such as nursery stock, ash logs, and firewood may have been moved a 
long distance from the generally infested area either prior to regulation or in violation of 
current regulations. The priority of the survey activities is conducting a grid-based 
delimiting survey within a 100-miJe band of the last known EAB positive find to better 
define the leading edge and identify areas to provide support for mitigation activities to 
reduce the impact and spread. This delimiting survey will take place in the States of 
Illinois, Indiana, Iowa, Kentucky, Maryland, Michigan, New York, Ohio, Pennsylvania, 
West Virginia, and Wisconsin. 

Specifically for EAB, AP HIS regulates the movement of host materials, such as 
firewood, ash nursery stock, and timber, among other things, out of quarantined areas to 
prevent artificial spread of the pest. In addition to routine monitoring activities and 
issuance of permits in regulated or partially regulated States (including Michigan, Ohio, 
Indiana, lllinois. Maryland, Pennsylvania, and West Virginia), the program evaluates 
potential pathways for EAB to spread on an ongoing basis and determines how to address 
them. Examples of these efforts are assessments of rail lines, farm auctions, and ferry 
travel conducted to identify movement of regulated articles. They help the program 
allocate regulatory resources based on risk, and they are shared with other States and 
stakeholders for their use in determining the risk approaching them and targeting areas 
for survey. In FY 2008, the program is spending approximately $6.8 million on 
regulatory activities. 

Regulatory monitoring also helps to identify potential violations of the EAB 
quarantine regulations that may lead to additional pest spread. In FY 2008, the program 
completed two national recalls to help mitigate the risks associated with two quarantine 
violations. The first recall was related to ash nursery stock moved from Illinois, which is 
under Federal quarantine for EAB, to a nursery in Missouri, which shipped the ash 
nursery stock to customers in 33 States. The second recall was for the illegal distribution 
of planter boxes comprised of ash slab wood by two companies. All States, with the 
exception of Vermont, were affected by the recall. 

EAB control activities generally target isolated infestations that are discovered 
outside quarantined areas and determined, through delimiting surveys, to be relatively 
small and separate from the larger infestation. Three sites are undergoing eradication 
etforts in FY 2008: a site in La Salle County, Illinois; and two small sites in Prince 
George's County, Maryland. Eradication activities are expected to be complete this 
spring, and the program will conduct extensive surveys to validate the success of 
eradication efforts. The program has approximately $3.6 million available for control 
activities in FY 2008. 

The program is continuing to move toward implementing a new biological control 
initiative in with the goal of establishing reproducing populations of several parasitoid 
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wasps to reduce EAB populations enough to allow ash trees to develop resistance to 
attack. Studies suggest that once the parasitic wasps are established, populations of EAB 
will decrease and ash trees will be able to survive attacks from a smaller amount of EAB. 
Currently, the program is evaluating whether three initial wasp species released last falJ 
from interim biocontrol facilities in Michigan (reared at the U.S. Forest Service lab in 
East Lansing) and in Massachusetts (reared at the Center for Plant Health Science 
Technology in Otis) survived winter temperatures and if the wasps were able to establish 
a reproducing population to parasitize EAB populations. Based on promising preliminary 
results, the program is establishing an EAB Biocontrol Rearing Facility in Brighton, 
Michigan. APHIS and the U.S. Forest Service will cooperate to oversee the mass rearing 
and release of the parasitic wasps to help control EAB populations. The 2008 releases 
will start in Michigan and then to other States as determined by program needs and 
production capabilities. Larger scale operations including mass releases are expected for 
program year 2009. The program will spend approximately $2 million to move toward 
fall implementation of the biological control initiative. 

The program continues to look for new ways to control and prevent the spread of 
EAB. In FY 2008, the program is evaluating current and new chemical treatments, as 
well as the trap and lure design to defend against the presence of EAB. The program is 
also conducting methods development studies at four sites (Mackinaw County, Michigan; 
Fayetteville County, West Virginia; Fulton County, Ohio; and Henry County, Ohio) to 
evaluate additional methods to slow the spread of EAB. Approximately $3.4 million will 
be spent on methods development. 

The program also works to ensure that the regulatory community and the public 
are aware of the risks posed by BAB, the quarantine regulations to prevent its spread, and 
what they can do to help prevent EAB spread. To support outreach efforts, the program 
is working on an initiative to hold public awareness events at various sports venues. 

Potentially, these events would be hosted by major and minor league baseball 
clubs, as ash is commonly used to make baseball bats. In addition, the program will 
continue radio spots, billboards, and print and media advertisements. The prpgram is also 
updating its DVD, The Green Menace, to educate the public in or near areas recently 
affected by EAB. This DVD will explain the need for surveys and control work, and how 
public cooperation will help contain the spread of the pest. The DVD will also explain 
how residents can be proactive on ash tree treatments or the removal of trees, depending 
on the health of particular trees. The program will spend approximately $3.4 million on 
public outreach. 

Also included with outreach efforts are activities targeted at specific cooperators. 
For example, to support regulatory and survey efforts with State and tribal cooperators. 
the EAB program conducts clinics to educate employees and others on survey techniques 
and regulatory requirements. Two EAB clinics are planned in FY 2008. The first clinic 
will be held in Pennsylvania and will bring in Native American tribal representatives and 
Bureau of Indian Affairs liaisons from the area surrounding the current EAB quarantine. 
Native American tribes in Wisconsin, Minnesota, and New York State are uniquely 
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impacted by this pest as the centuries old practice of black ash basket making depends on 
a continuous supply of black ash stands native to the northeastern United States. EAB 
has destroyed large tracts of black ash in the infested area. Through this EAB clinic, the 
program hopes to provide Native American groups the tools they need to be proactive 
about EAB and to foster collaboration in survey and regulatory initiatives on Native 
American-owned land. The second EAB clinic will include members of a multi-State 
partnership in the Great Plains for a group of State forestry, university, and natural 
resource professionals, from four States: Kansas; Nebraska; North Dakota; and South 
Dakota. This group will engage in a regional initiative to prepare for possible EAB 
infestations. 
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Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, DC 20515-1001 

Dear Congressman Kingston: 

As requested by House Report 110-258 accompanying the Fiscal Year 2008 
Agriculture Appropriations Bill, enclosed is the Department of Agriculture's Animal and 
Plant Health Inspection Service's (APHIS) plan on how resources available in 2008 will 

· be spent and where activities will be conducted for the Emerald Ash Borer (EAB) 
program. 

APHIS' objectives for the EAB program in 2008 include expanding survey efforts 
with the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent further spread of the pest, enhancing control activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed in the 
enclosure. 

We appreciate the Committee's interest in the EAB program. We are sending 
similar letters to Congresswoman DeLauro, and Senators Kohl and Bennett. 

Sincerely, 

Edw~ 
Secretary 

Enclosure 
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As requested by House Report I I 0-258, the following is the U.S. Department of 
Agriculture's (USDA) Animal and Plant Health Inspection Service's (APHIS) plan on 
how resources available in 2008 will be spent and where activities will be conducted for 
the Emerald Ash Borer (EAB) program. 

EAB is an exotic pest of ash trees in the United States. It was first found in July 
2002 in southeast Michigan. The pest is indigenous to Asia and is known to occur in 
China, Korea, Japan, Mongolia, the Russian Far East, and Taiwan. EAB is now 
considered established in urban and forested ecosystems throughout areas of Michigan, 
Indiana, Illinois, Ohio, Pennsylvania, Maryland, and Ontario, Canada. it was also 
recently detected in West Virginia for the first time. EAB is well suited for climatic 
conditions in North America and has the potential to destroy entire stands of ash. 

In general, APHIS is the lead Federal agency responsible for national plant and 
animal health including disease prevention and pest detection, control, and eradication. 
APHIS works with stakeholders to implement unique and unified programs at all levels. 
Under the Plant Protection Act of2000 (7 USC sec. 8301), APHIS has sole authority 
over the regulation and control of pests and diseases ofregulatory significance. In 
general, the Pest Detection program cooperates with State departments of agriculture, 
other Federal agencies (such as USDA's Forest Service and the Department of the 
Interior's Bureau of Land Management), and numerous universities to prioritize projects 
and conduct surveys. 

APHIS' objectives for the EAB program in 2008 include expanding survey efforts 
with the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent additional spread of the pest, enhancing control 'activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed below. 

The program has worked to improve EAB survey methods since the discovery of 
the pest in 2002. Surveys were originally based on the presence of visual symptoms (exit 
holes, bark cracks, branches sprouting on the trunk of the tree, woodpecker feeding sites, 
etc.) to detennine presence or absence of EAB. The next development involved the use 
of detection trees, which had been stressed to release volatile chemicals attractive to the 
beetle and thus act as traps. However, both of these methods are labor intensive and 
relatively expensive. Accordingly, the program worked to develop a trap and lure, which 
will allow APHIS and cooperators to implement for the first time in Fiscal Year (FY) 
2008, a survey based on attractant-baited traps. These traps offer several advantages over 
the other methods, including cost, uniformity of sampling unit, safety, fewer logistical 
problems, and more precision in sampling. 
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In FY 2008, the EAB program will obligate $11.275 million on survey activities. 
The program is conducting a survey using the new traps to determine whether additional 
pockets of infestation may exist undetected outside the known infested areas. The survey 
will target high-risk sites and establishments in non-infested States where potentially 
infested articles such as nursery stock, ash logs, and firewood may have been moved a 
long distance from the generally infested area either prior to regulation or in violation of . 
current regulations. The priority of the survey activities is conducting a grid-based 
delimiting survey within a 100-mile band of the last known EAB positive find to better 
define the leading edge and identify areas to provide support for mitigation activities to 
reduce the impact and spread. This delimiting survey will take place in the States of 
Illinois, Indiana, Iowa, Kentucky, Maryland, Michigan, New York, Ohio, Pennsylvania, 
West Virginia, and Wisconsin. 

Specifically for EAB, AP HIS regulates the movement of host materials, such as 
firewood, ash nursery stock, and timber, among other things, out of quarantined areas to 
prevent artificial spread of the pest. In addition to routine monitoring activities and 
issuatice of permits in regulated or partially regulated States (including Michigan, Ohio, 
Indiana, Illinois, Maryland, Pennsylvania, and West Virginia), the program evaluates 
potential pathways for EAB to spread on an ongoing basis and determines how to address 
them. Examples of these efforts are assessments of rail lines, farm auctions, and ferry 
travel conducted to identify movement of regulated articles. They help the program 
allocate regulatory resources based on risk, and they are shared with other States and 
stakeholders for their use in determining the risk approaching them and targeting areas 
fr>r survey. In FY 2008, the program is spending approximately $6.8 million on 
regulatory activities. 

Regulatory monitoring also helps to identify potential violations of the EAB 
quarantine regulations that may lead to additiona1 pest spread. In FY 2008, the program 
completed two national recalls to help mitigate the risks associated with two quarantine 
violations. The first recall was related to ash nursery stock moved from Illinois, which is 
under Federal quarantine for EAB, to a nursery in Missouri, which shipped the ash 
nursery stock to customers in 33 States. The second recall was for the i1legal distribution 
of planter boxes comprised of ash slab wood by two companies. All States, with the 
exception of Vermont, were affected by the recall. 

EAB control activities generally target isolated infestations that are discovered 
outside quarantined areas and determined, through delimiting surveys, to be relatively 
small and separate from the larger infestation. lbree sites are undergoing eradication 
efforts in FY 2008; a site in La Salle County, Illinois; and two small sites in Prince 
George's County, Maryland. Eradication activities are expected to be complete this 
spring, and the program will conduct extensive surveys to validate the success of 
eradication efforts. The program has approximately $3 .6 million available for control 
activities in FY 2008. 

The program is continuing to move toward implementing a new biological control 
initiative in with the goal of establishing reproducing populations of several parasitoid 
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wasps to reduce EAB populations' enough to a11ow ash trees to develop resistance to 
attack. Studies suggest that once the parasitic wasps are established, populations of EAB 
will decrease and ash trees will be able to survive attacks from a smaller amount of EAB. 
Currently, the program is evaluating whether three initial wasp species released last fall 
from interim biocontrol facilities in Michigan (reared at the U.S. Forest Service lab in 
East Lansing) and in Massachusetts (reared at the Center for Plant Health Science 
Technology in Otis) survived winter temperatures and if the wasps were able to establish 
a reproducing population to parasitize EAB populations. Based on promising preliminary 
results, the program is establishing an EAB Biocontrol Rearing Facility in Brighton, 
Michigan. APHIS and the U.S. Forest Service will cooperate to oversee the mass rearing 
and release of the parasitic wasps to help control EAB populations. The 2008 releases 
will start in Michigan and then to other States as determined by program needs and 
production capabilities. Larger scale operations including mass releases are expected for 
program year 2009. The program will spend approximately $2 million to move toward 
fall implementation of the biological control initiative. 

The program continues to look for new ways to control and prevent the spread of 
EAB. In FY 2008, the program is evaluating current and new chemical treatments, as 
well as the trap and lure design to defend against the presence of EAB. The program is 
also conducting methods development studies at four sites (Mackinaw County, Michigan; 
Fayetteville County, West Virginia; Fulton County, Ohio; and Henry County, Ohio) to 
evaluate additional methods to slow the spread of EAB. Approximately $3.4 million will 
be spent on methods development. 

The program also works to ensure that the regulatory community and the public 
are aware of the risks posed by EAB, the quarantine regulations to prevent its spread, and 
what they can do to help prevent EAB spread. To support outreach efforts, the program 
is working on an initiative to hold public awareness events at various sports venues. 

Potentially, these events would be hosted by major and minor league baseball 
clubs, as ash is commonly used to make baseball bats. In addition, the program will 
continue radio spots, billboards, and print and media advertisements. The program is also 
updating its DVD, The Green Menace, to educate the public in or near areas recently 
affected by EAB. This DVD will explain the need for surveys and control work, and how 
public cooperation will help contain the spread of the pest. The DVD will also explain 
how residents can be proactive on ash tree treatments or the removal of trees, depending 
on the health of particular trees. The program will spend approximately $3.4 million on 
public outreach. 

Also included with outreach efforts are activities targeted at specific cooperators. 
For example, to support regulatory and survey efforts with State and tribal cooperators, 
the EAB program conducts clinics to educate employees and others on survey techniques 
and regulatory requirements. Two EAB clinics are planned in FY 2008. The first clinic 
will be held in Pennsylvania and will bring in Native American tribal representatives and 
Bureau of Indian Affairs liaisons from the area surrounding the current EAB quarantine. 
Native American tribes in Wisconsin, Minnesota, and New York State are uniquely 
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impacted by this pest as the centuries old practice of black ash basket making depends on 
a continuous supply of black ash stands native to the northeastern United States. EAB 
has destroyed large tracts of black ash in the infested area. Through this EAB clinic, the 
program hopes to provide Native American groups the tools they need to be proactive 
about EAB and to foster collaboration in survey and regulatory initiatives on Native 
American-owned land. The second EAB clinic will include members of a multi-State 
partnership in the Great Plains for a group of State forestry, university, and natural 
resource professionals, from four States: Kansas; Nebraska; North Dakota; and South 
Dakota. This group will engage in a regional initiative to prepare for possible EAB 
in fostations. 



The Honorable Herbert Kohl 
Chairman 

USDA -
United Sia• Detwtmenl of Agrtculture 

Office of lhe Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, DC 20515-6016 

Dear Mr. Chairman: 

As requested by House Report J 10-258 accompanying the Fiscal Year 2008 
Agriculture Appropriations Bill, enclosed is the Department of Agriculture's Animal and 
Plant Health Inspection Service's (APHIS) plan on how resources available in 2008 will 
be spent and where activities will be conducted for the Emerald Ash Borer (EAB) 
program. 

APHIS' objectives for the EAB program in 2008 include expanding survey efforts 
with the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent further spread of the pest, enhancing control activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed in the 
enclosure. 

We appreciate the Committee's interest in the EAB program. We are sending 
similar letters to Senator Bennett, Congresswoman DeLauro, and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



Department of Agriculture 
Animal and Plant Health Inspection Service 

2008 Report on Emerald Ash Borer Program 

As requested by House Report 110-258, the following is the U.S. Department of 
Agriculture's (USDA) Animal and Plant Health Inspection Service's (APHIS) plan on 
how resources available in 2008 will be spent and where activities will be conducted for 
the Emerald Ash Borer (EAB) program. 

EAB is an exotic pest of ash trees in the United States. It was first found in July 
2002 in southeast Michigan. The pest is indigenous to Asia and is known to occur in 
China, Korea, Japan, Mongolia, the Russian Far East, and Taiwan. EAB is now 
considered established in urban and forested ecosystems throughout areas of Michigan, 
Indiana, Illinois, Ohio, Pennsylvania, Maryland, and Ontario, Canada. It was also 
recently detected in West Virginia for the first time. EAB is well suited for climatic 
conditions in North America and has the potential to destroy entire stands of ash. 

In general, APHIS is the lead Federal agency responsible for national plant and 
animal health including disease prevention and pest detection, control, and eradication. 
APHIS works with stakeholders to implement unique and unified programs at all levels. 
Under the Plant Protection Act of2000 (7 USC sec. 8301), APHlS has sole authority 
over the regulation and control of pests and diseases of regulatory significance. In 
general, the Pest Detection program cooperates with State departments of agriculture, 
other Federal agencies (such as USDA's Forest Service and the Department of the 
Interior's Bureau of Land Management), and numerous universities to prioritize projects 
and conduct surveys. 

APHIS' objectives for the EAB program in 2008 include expanding survey efforts 
with the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent additional spread of the pest, enhancing control activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed below. 

The program has worked to improve EAB survey methods since the discovery of 
the pest in 2002. Surveys were originally based on the presence of visual symptoms (exit 
holes, bark cracks, branches sprouting on the trunk of the tree, woodpecker feeding sites, 
etc.) to determine presence or absence of EAB. The next development involved the use 
of detection trees, which had been stressed to release volatile chemicals attractive to the 
beetle and thus act as traps. However, both of these methods are labor intensive and 
relatively expensive. Accordingly, the program worked to develop a trap and lure, which 
will allow AP HIS and cooperators to implement for the first time in Fiscal Year (FY) 
2008, a survey based on attractant-baited traps. These traps offer several advantages over 
the other methods, including cost, uniformity of sampling unit, safety, fewer logistical 
problems, and more precision in sampling. 
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In FY 2008, the EAB program will obligate $11.275 million on survey activities. 
The program is conducting a survey using the new traps to determine whether additional 
pockets of infestation may exist undetected outside the known infested areas. The survey 
will target high-risk sites and establishments in non-infested States where potentially 
infested articles such as nursery stock, ash logs, and firewood may have been moved a 
long distance from the generally infested area either prior to regulation or in violation of 
current regulations. The priority of the survey activities is conducting a grid-based 
delimiting survey within a 100-mile band of the last known EAB positive find to better 
define the leading edge and identify areas to provide support for mitigation activities to 
reduce the impact and spread. This delimiting survey will take place in the States of 
Illinois, Indiana, Iowa, Kentucky, Maryland, Michigan, New York, Ohio, Pennsylvania, 
West Virginia, and Wisconsin. 

Specifically for EAB, APHIS regulates the movement of host materials, such as 
firewood, ash nursery stock, and timber, among other things, out of quarantined areas to 
prevent artificial spread of the pest. In addition to routine monitoring activities and 
issuance of permits in regulated or partially regulated States (including Michigan, Ohio, 
Indiana, Illinois, Maryland, Pennsylvania, and West Virginia), the program evaluates 
potential pathways for EAB to spread on an ongoing basis and determines how to address 
them. Examples of these efforts are assessments of rail lines, farm auctions, and ferry 
travel conducted to identify movement of regulated articles. They help the program 
allocate regulatory resources based on risk, and they are shared with other States and 
stakeholders for their use in determining the risk approaching them and targeting areas 
for survey. In FY 2008, the program is spending approximately $6.8 million on 
regulatory activities. 

Regulatory monitoring also helps to identify potential violations of the EAB 
quarantine regulations that may lead to additional pest spread. In FY 2008, the program 
completed two national recalls to help mitigate the risks associated with two quarantine 
violations. The first recall was related to ash nursery stock moved from Illinois, which is 
under Federal quarantine for EAB, to a nursery in Missouri, which shipped the ash 
nursery stock to customers in 33 States. The second recall was for the illegal distribution 
of planter boxes comprised of ash slab wood by two companies. All States, with the 
exception of Vermont, were affected by the recall. 

EAB control activities generally target isolated infestations that are discovered 
outside quarantined areas and determined, through delimiting surveys, to be relatively 
small and separate from the larger infestation. Three sites are undergoing eradication 
efforts in FY 2008: a site in La Salle County, Illinois; and two smaJJ sites in Prince 
George's County, Maryland. Eradication activities are expected to be complete this 
spring, and the program wiJI conduct extensive surveys to validate the success of 
eradication efforts. The program has approximately $3.6 million available for control 
activities in FY 2008. 

The program is continuing to move toward implementing a new biological control 
initiative in with the goal of establishing reproducing populations of several parasitoid 
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wasps to reduce EAB populations enough to allow ash trees to develop resistance to 
attack. Studies suggest that once the parasitic wasps are established, populations of EAB 
will decrease and ash trees will be able to survive attacks from a smaller amount of EAB. 
Currently, the program is evaluating whether three initial wasp species released last fall 
from interim biocontrol facilities in Michigan (reared at the U.S. Forest Service lab in 
East Lansing) and in Massachusetts (reared at the Center for Plant Health Science 
Technology in Otis) survived winter temperatures and if the wasps were able to establish 
a reproducing population to parasitize EAB populations. Based on promising preliminary 
results, the program is establishing an EAB Biocontrol Rearing Facility in Brighton, 
Michigan. APHIS and the U.S. Forest Service will cooperate to oversee the mass rearing 
and release of the parasitic wasps to help control EAB populations. The 2008 releases 
will start in Michigan and then to other States as determined by program needs and 
production capabilities. Larger scale operations including mass releases are expected for 
program year 2009. The program will spend approximately $2 million to move toward 
fall implementation of the biological control initiative. 

The program continues to look for new ways to control and prevent the spread of 
EAB. In FY 2008, the program is evaluating current and new chemical treatments, as 
well as the trap and lure design to defend against the presence of EAB. The program is 
also conducting methods development studies at four sites (Mackinaw County, Michigan; 
Fayetteville County, West Virginia; Fulton County, Ohio; and Henry County, Ohio) to 
evaluate additional methods to slow the spread of EAB. Approximately $3.4 million will 
be spent on methods development. 

The program also works to ensure that the regulatory community and the public 
are aware of the risks posed by EAB, the quarantine regulations to prevent its spread, and 
what they can do to help prevent EAB spread. To support outreach efforts, the program 
is working on an initiative to hold public awareness events at various sports venues. 

Potentially, these events would be hosted by major and minor league baseball 
clubs, as ash is commonly used to make baseball bats. In addition, the program will 
continue radio spots, billboards, and print and media advertisements. The program is also 
updating its DVD, The Green Menace, to educate the public in or near areas recently 
affected by EAB. This DVD will explain the need for surveys and control work, and how 
public cooperation will help contain the spread of the pest. The DVD will also explain 
how residents can be proactive on ash tree treatments or the removal of trees, depending 
on the health of particular trees. The program will spend approximately $3.4 million on 
public outreach. 

Also included with outreach efforts are activities targeted at specific cooperators. 
For example, to support regulatory and survey efforts with State and tribal cooperators, 
the EAB program conducts clinics to educate employees and others on survey techniques 
and regulatory requirements. Two EAB clinics are planned in FY 2008. The first clinic 
will be held in Pennsylvania and will bring in Native American tribal representatives and 
Bureau of Indian Affairs liaisons from the area surrounding the current EAB quarantine. 
Native American tribes in Wisconsin, Minnesota, and New York State are uniquely 

--~~~--~------------
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impacted by this pest as the centuries old practice of black ash basket making depends on 
a continuous supply of black ash stands native to the northeastern United States. EAB 
has destroyed large tracts of black ash in the infested area. Through this EAB clinic, the 
program hopes to provide Native American groups the tools they need to be proactive 
about EAB and to foster collaboration in survey and regulatory initiatives on Native 
American-owned land. The second EAB clinic will include members of a multi-State 
partnership in the Great Plains for a group of State forestry, university, and natural 
resource professionals, from four States: Kansas; Nebraska; North Dakota; and South 
Dakota. This group will engage in a regional initiative to prepare for possible EAB 
infestations. 



USDA -
United States Department of Agriculture 

The Honorable Rosa DeLauro 
Chairwoman 

Office of tile Secretary 
Washington, D.C. 20250 

JUN ·2.3: 2!108 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, DC 20515-6016 

Dear Madam Chairwoman: 

As requested by House Report 110-258 accompanying the Fiscal Year 2008 
Agriculture Appropriations Bill, enclosed is the Department of Agriculture's Animal and 
Plant Health Inspection Service's (APHIS) plan on how resources available in 2008 will 
be spent and where activities will be conducted for the Emerald Ash Borer (EAB) 
program. 

APHIS' objectives for the EAB program in 2008 include expanding survey efforts 
w~th the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent further spread of the pest, enhancing control activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed in the 
enclosure. 

We appreciate the Committee's interest in the EAB program. We are sending 
similar letters to Congressman Kingston and Senators Kohl and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



Department of Agriculture 
Animal and Plant Health Inspection Service 

2008 Report on Emerald Ash Borer Program 

As requested by House Report 110-258, the following is the U.S. Department of 
Agriculture's (USDA) Animal and Plant Health Inspection Service's (APHIS) plan on 
how resources available in 2008 will be spent and where activities will be conducted for 
the Emerald Ash Borer (EAB) program. 

EAB is an exotic pest of ash trees in the United States. It was first found in July 
2002 in southeast Michigan. The pest is indigenous to Asia and is known to occur in 
China, Korea, Japan, Mongolia, the Russian Far East, and Taiwan. EAB is now 
considered established in urban and forested ecosystems throughout areas of Michigan, 
Indiana, Illinois, Ohio, Pennsylvania, Maryland, and Ontario, Canada. It was also 
recently detected in West Virginia for the first time. EAB is well suited for climatic 
conditions in North America and has the potential to destroy entire stands of ash. 

In general, APHIS is the lead Federal agency responsible for national plant and 
animal health including disease prevention and pest detection, control, and eradication. 
APHIS works with stakeholders to implement unique and unified programs at all levels. 
Under the Plant Protection Act of 2000 (7 USC sec. 8301), APHIS has sole authority 
over the regulation and control of pests and diseases of regulatory significance. In 
general, the Pest Detection program cooperates with State departments of agriculture, 
other Federal agencies (such as USDA's Forest Service and the Department of the 
Interior's Bureau of Land Management), and numerous universities to prioritize projects 
and conduct surveys. 

APHlS' objectives for the EAB program in 2008 include expanding survey efforts 
with the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent additional spread of the pest, enhancing control activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed below. 

The program has worked to improve EAB survey methods since the discovery of 
the pest in 2002. Surveys were originally based on the presence of visual symptoms (exit 
holes, bark cracks, branches sprouting on the trunk of the tree, woodpecker feeding sites, 
etc.) to determine presence or absence of EAB. The next development involved the use 
of detection trees, which had been stressed to release volatile chemicals attractive to the 
beetle and thus act as traps. However, both of these methods are labor intensive and 
relatively expensive, Accordingly, the program worked to develop a trap and lure, which 
will allow APHIS and cooperators to implement for the first time in Fiscal Year (FY) 
2008, a survey based on attractant-baited traps, These traps offer several advantages over 
the other methods, including cost, uniformity of sampling unit, safety, fewer logistical 
problems, and more precision in sampling, 
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In FY 2008, the EAB program will obligate $11.275 million on survey activities. 
The program is conducting a survey using the new traps to determine whether additional 
pockets of infestation may exist undetected outside the known infested areas. The survey 
will target high-risk sites and establishments in non-infested States where potentially 
infested articles such as nursery stock, ash logs, and firewood may have been moved a 
Jong distance from the generally infested area either prior to regulation or in violation of 
current regulations. The priority of the survey activities is conducting a grid-based 
delimiting survey within a 100-mile band of the last known EAB positive find to better 
define the leading edge and identify areas to provide support for mitigation activities to 
reduce the impact and spread. This delimiting survey will take place in the States of 
Illinois, Indiana, Iowa, Kentucky, Maryland, Michigan, New York, Ohio, Pennsylvania, 
West Virginia, and Wisconsin. 

Specifically for EAB, AP HIS regulates the movement of host materials, such as 
firewood, ash nursery stock, and timber, among other things, out of quarantined areas to 
prevent artificial spread of the pest. In addition to routine monitoring activities and 
issuance of permits in regulated or partially regulated States (including Michigan, Ohio, 
Indiana, Illinois, Maryland, Pennsylvania, and West Virginia), the program evaluates 
potential pathways fo.r EAB to spread on an ongoing basis and determines how to address 
them. Examples of these efforts are assessments of rail lines, farm auctions, and ferry 
travel conducted to identify movement of regulated articles. They help the program 

. allocate regulatory resources based on risk, and they are shared with other States and 
stakeholders for their use in determining the risk approaching them and targeting areas 
for survey. In FY 2008, the program is spending approximately $6.8 million on 
regulatory activities. 

Regulatory monitoring also helps to identify potential violations of the EAB 
quarantine regulations that may lead to additional pest spread. In FY 2008, the program 
completed two national recalls to help mitigate the risks associated with two quarantine 
violations. The first recall was related to ash nursery stock moved from Illinois, which is 
under Federal quarantine for EAB, to a nursery in Missouri, which shipped the ash 
nursery stock to customers in 33 States. The second recall was for the illegal distribution 
of planter boxes comprised of ash slab wood by two companies. All States, with the 
exception of Vermont, were affected by the recall. 

EAB control activities generally target isolated infestations that are discovered 
outside quarantined areas and determined, through delimiting surveys, to be relatively 
small and separate from the larger infestation. Three sites are undergoing eradication 
efforts in FY 2008: a site in La Salle County, Illinois; and two small sites in Prince 
George's County, Maryland. Eradication activities are expected to be complete this 
spring, and the program will conduct extensive surveys to validate the success of 
eradication efforts. The program has approximately $3.6 million available for control 
activities in FY 2008. 

The program is continuing to move toward implementing a new biological control 
initiative in with the goal of establishing reproducing populations of several parasitoid 
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wasps to reduce EAB populations enough to allow ash trees to develop resistance to 
attack. Studies suggest that once the parasitic wasps are established, populations of EAB 
will decrease and ash trees will be able to survive attacks from a smaller amount of EAB. 
Currently, the program is evaluating whether three initial wasp species released last fall 
from interim biocontrol facilitie's in Michigan (reared at the U.S. Forest Service lab in 
East Lansing) and in Massachusetts (reared at the Center for Plant Health Science 
Technology in Otis) survived winter temperatures and if the wasps were able to establish 
a reproducing population to parasitize EAB populations. Based on promising preliminary 
results, the program is establishing an EAB Biocontrol Rearing Facility in Brighton, 
Michigan. APHIS and the U.S. Forest Service will cooperate to oversee the mass rearing 
and release of the parasitic wasps to help control EAB populations. The 2008 releases 
will start in Michigan and then to other States as determined by program needs and 
production capabilities. Larger scale operations including mass releases are expected for 
program year 2009. The program will spend approximately $2 million to move toward 
fall implementation of the biological control initiative. 

The program continues to look for new ways to control and prevent the spread of 
EAB. In FY 2008, the program is evaluating current and new chemical treatments, as 
well as the trap and lure design to defend against the presence of EAB. The program is 
also conducting methods development studies at four sites (Mackinaw County, Michigan; 
Fayetteville County, West Virginia; Fulton County, Ohio; and Henry County, Ohio) to 
evaluate additional methods to slow the spread of EAB. Approximately $3.4 million will 
be spent on methods development. 

The program also works to ensure that the regulatory community and the public 
are aware of the risks posed by EAB, the quarantine regulations to prevent its spread, and 
what they can do to help prevent EAB spread. To support outreach efforts, the program 
is working on an initiative to hold public awareness events at various sports venues. 

Potentially, these events would be hosted by major and minor league baseball 
clubs, as ash is commonly used to make baseball bats. In addition, the program will 
continue radio spots, billboards, and print and media advertisements. The program is also 
updating its DVD, The Green Menace, to educate the public in or near areas recently 
affected by EAB. This DVD will explain the need for surveys and control work, and how 
public cooperation will help contain the spread of the pest. The DVD will also explain 
how residents can be proactive on ash tree treatments or the remova) of trees, depending 
on the health of particular trees. The program will spend approximately $3 .4 miJlion on 
public outreach. 

Also included with outreach efforts are activities targeted at specific cooperators. 
For example, to support regulatory and survey efforts with State and tribal cooperators, 
the EAB program conducts clinics to educate employees and others on survey techniques 
and regulatory requirements. Two EAB clinics are planned in FY 2008. The first clinic 
will be held in Pennsylvania and will bring in Native American tribal representatives and 
Bureau of Indian Affairs liaisons from the area surrounding the current EAB quarantine. 
Native American tribes in Wisconsin, Minnesota, and New York State are uniquely 
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impacted by this pest as the centuries old practice of black ash basket making depends on 
a continuous supply of black ash stands native to the northeastern United States. EAB 
has destroyed large tracts of black ash in the infested area. Through this EAB clinic, the 
program hopes to provide Native American groups the tools they need to be proactive 
about EAB and to foster collaboration in survey and regulatory initiatives on Native 
American-owned land. The second EAB clinic will include members of a multi-State 
partnership in the Great Plains for a group of State forestry, university, and natural 
resource professionals, from four States: Kansas; Nebraska; North Dakota; and South 
Dakota. This group will engage in a regional initiative to prepare for possible EAB 
infestations. 



United State& Department of Agriculture 

Office of the Secretary 
Washington. D.C. 20250 

MAR 2 7 2008 

The Honorable Rosa DeLauro 
Chairwoman, Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
United States House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-601.6 

Dear Madam Chairwoman: 

As requested by the House Report 110-258 accompanying the Fiscal Year 2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the United States Department of Agriculture is submitting two 
documents regarding the Animal and Plant Health Inspection Service (APHIS): A 
Comprehensive Report on International Activities and A Five Year International 
Strategic Plan. 

We appreciate your interest in APHIS' international activities. I am sending 
similar letters to Congressman Kingston and Senators Kohl and Bennett. 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Oppoltunily E~toyer 
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The Honorable Jack Kingston 
Ranking Member, Subcommittee on Agriculture, Rural Development, 

Food and Drug Administration, and Related Agencies 
Committee on Appropriations 
United States House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515-1001 

Dear Congressman Kingston: 

As requested by the House Report 110-258 accompanying the Fiscal Year 2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the United States Department of Agriculture is submitting two 
documents regarding the Animal and Plant Health Inspection Service (APHIS): A 
Comprehensive Report on International Activities and A Five Year International 
Strategic Plan. 

We appreciate your interest in APHIS' international activities. I am sending 
similar letters to Congresswoman DeLauro and Senators Kohl and Bennett. 

Sincerely, 

Secretary 

An Equal Oppo!'lllnity Employer 
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USDA 
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United st.tu Department of Agrfculture 

Office of the Secretary 
Washington, D.C. 20250 

UAR 2 7 2008 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Mr. Chairman: 

As requested by the House Report 110-258 accompanying the Fiscal Year 2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the United States Department of Agriculture is submitting two 
documents regarding the Animal and Plant Health Inspection Service (APHIS): A 
Comprehensive Report on International Activities and A Five Year International 
Strategic Plan. 

We appreciate your interest in APHIS' international activities. I am sending 
similar letters to Senator Bennett, Congresswoman DeLauro, and Congressman Kingston. 

Sincerely, 

Secretary 

An Equal Opportunity Employer 
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United States Dep1111ment of Agriculture 

The Honorable Robert F. Bennett 

Office of the Secretary 
Washington, o.c. 20250 

MAR 2 7 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear Senator Bennett: 

As requested by the House Report 110-258 accompanying the Fiscal Year 2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the United States Department of Agriculture is submitting two 
documents regarding the Animal and Plant Health Inspection Service (APHIS): A 
Comprehensive Report on ln~ernational Activities and A Five Year international 
Strategic Plan. 

We appreciate your interest in APHIS' international activities. I am sending 
similar letters to Senator Kohl, Congresswoman DeLauro, and Congressman Kingston. 

Sincerely, 

Edward T. Schafe 
Secretary 

An Equal Opponunily E~lo'ter 
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1. Introduction 

The United States Department of Agriculture's (USDA) Animal and Plant Health Inspection 
Service's (APHIS) international activities are an increasingly important component of the 
Agency's overall strategy to protect U.S. agricultural and natural resources from foreign pest and 
disease threats. These threats include the spread of transboundary animaJ diseases, emerging 
zoonotic diseases that pose public health threats, and invasive terrestrial and aquatic plant and 
animal species. 

Safeguarding U.S. resources in today's increasingly interconnected world of trade, travel, and 
communications requires integrated strategies and international cooperation. To manage 
agricultural threats at their points of origin, APHIS positions technical experts in key overseas 
locations to work with foreign governments to monitor and respond to pest and disease risks, 
prevent pests and diseases from spreading to the United States, and promote safe science-based 
trade. 

This Strategic Plan describes APHIS' priorities.and strategies for its international activities for 
2008 through 2013. This strategic plan describes APHIS' priorities and strategies for its 

· international activities for 2008 through 2013. It complements APHIS' Strategic Plan, which is 
available on line at http://www.aphis.usda.gov/about_aphis/strategic_plan.shtml (and discussed 
below in Section 2 regarding APHIS' mission). Both plans support USDA's Strategic Plan (for 
2005 to 2010), which is available at http://www.ocfo.usda.gov/usdasp/sp2005/sp2005.pdf. The 
priorities outlined in the APHIS international plan support the following USDA strategic goals 
and objectives: 

• Strategic Goal 1: Enhance International Competitiveness of American Agriculture: 
particularly Objective 1.3: Improved Sanitary And Phytosanitary (SPS) System To 
Facilitate Agricultural Trade 

• Strategic Goal 4: Enhance Protection and Safety of the Nation's Agriculture and Food 
Supply: particularly Objective 4.2: Reduce The Number And Severity Of Agricultural 
Pest And Disease Outbreaks 

To support USDA's Goal 1, APHIS helps resolve SPS trade barriers by working with foreign 
counterparts to eliminate unjustified SPS measures; negotiate science-based import requirements 
and standards; and intervene to release U.S. shipments heJd at foreign ports due to SPS related 
concerns. The Agency's efforts are key to protecting and expanding U.S. access to foreign 
markets worth millions of dollars in agricultural trade annually. To monitor our progress, 
APHIS tracks the value of facilitated trade and markets expanded, retained, and newly opened 
and facilitate trade. 

To support USDA's Goal 4, APHIS carries out activities such as controlling and eradicating 
pests and diseases, monitoring and responding to highly pathogenic avian influenza, monitoring 
offshore pests and diseases, pre-clearing foreign commodities, and providing capacity building 
and technical assistance. To monitor our progress, APHIS tracks the number of foreign animal 
disease incidents in the United States. 

http://www.ocfo.usda.gov/usdasp/sp200S/sp200S.pdf
http://www.aphis.usda.gov/about_aphis/strategic-plan.shtml
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2. Mission 

APHIS' core mission is to protect the health and value of U.S. agricultural, natural, and other 
resources. APHIS' vision is to: 

"Build and maintain a world-class system that safeguards the health of animals, plants, 
and ecosystems in the United States and fosters safe agricultural trade worldwide, 
resulting in abundant and affordable agrf cultural products for U.S. consumers and the 
rest of the world " 

The Agency's overall Strategic Plan for 2007 to 2012 establishes four mission priorities: 

1. Strengthening our safeguarding system domestically and in other countries; 
2. Strengthening emergency response preparedness; 
3. Facilitating safe agricultural trade through international standard-setting and effective 

management of sanitary (animal health) and phytosanitary (plant health) issues (SPS); and, 
4. Enhancing the well-being of animals covered by the Animal Welfare Act and the Horse 

Protection Act. 

Most of APHIS' international activities specifically support the first and third priorities. First, to 
strengthen the U.S. safeguarding system, the Agency will work with other countries on key pest 
and disease control projects, including activities to identify and reduce highly pathogenic avian 
influenza (HPAI) threats overseas. The Agency will also continue its preclearance activities, 
control and eradication programs for screwworms and fruit flies, and other international 
surveillance and control programs. Second, to facilitate safe agricultural trade, the Agency will 
work with other countries to establish practical, science-based global standards to ensure safe 
and fair trade conditions, assist other countries in implementing risk reduction activities; and, 
develop and implement strategies to remove unjustified SPS barriers to U.S. agricultural exports. 
In short, the Agency will continue to conduct safeguarding work in other countries, resolve SPS 
trade barriers, and work with standard-setting organizations. 

3. Challenges 

World Trade and Travel - Global trends, particularly international trade, continue to challenge 
and pressure animal and plant protection services around the worJd, including APHIS. 
Agricultural imports into the United States over the past 15 years have increased significantly. 
This growing trade volume and increased passenger travel puts significant demands on 
inspection of cargo and baggage at U.S. ports of entry. Border controls by themselves do not 
adequately protect U.S. agriculture against foreign plant pests and diseases. The APHIS 
Strategic Plan calls for an increased focus on managing pest and disease risks at their points of 
origin. This offshore strategy is fully consistent with the U.S. Government's efforts to improve 
import safety for consumer goods. Furthermore, recent expansion of commerce with developing 
countries in Africa, Asia, and Latin America poses significant new threats with regard to exotic 
diseases, plant pests, and invasive species because these cowitries' regulatory infrastructures are 
often minimal. 
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Emerging and Threatening Diseases and Pests - The outbreak of a virulent strain of HPAI is a 
recent example of a high-profile emergent zoonotic risk that has required considerable focus and 
international leadership by the United States. However, other transboundary animal diseases and 
plant pest risks also require vigilance and strategic preparedness. These include foot-and-mouth 
disease in Latin America, classical swine fever in the Caribbean, fruit flies in Central America, 
and screwworm in Central and South America. APHIS must be prepared to respond to new 
diseases and pests while protecting the United States from already identified threats. 

Unjustified SPS Trade Barriers-Agricultural trade barriers continue to be significant constraints 
in accessing markets in Asia, Europe, Latin America, and the Middle East. While APHIS has 
made great progress in regaining markets lost because of bovine spongiform encephalopathy 
(BSE) and in improving trading partners' requirements related to avian influenza, problems are 
likely to continue to occur when new diseases or pests emerge. APHIS is committed to 
regaining lost markets for the full range of commodities affected by BSE as well as markets for 
other commodities facing unjustified agricultural trade restrictions. This requires substantial 
technical dialogue with a wide range of countries and taking an active role in developing and 
applying international animal and plant health standards in trade. 

Free Trade Agreements - Historic numbers of bilateral free trade agreements and expanding 
outlets for U.S. grain, horticultural, and livestock products require effective responses by APHIS. 
USDA's Foreign Agricultural Service (FAS) plans to intensify enforcement of U.S. trade access 
requirements under the new trade treaties, including rights under SPS agreements. FAS relies 
extensively on APHIS expertise and regulatory authority to evaluate foreign SPS measures 
around the world, enforce U.S. SPS trade rights, and resolve SPS trade barrier issues. 

New Issues Impacting Trade - Over the next 5 years, APHIS will see growth in issues such as 
biosecurity, plant health, animal welfare, biotechnology, and aquatic species regulation. These 
will create additional hurdles for U.S. agricultural exports. Because of APHIS' responsibilities 
for biotechnology regulation, animal care, and other on-farm regulatory issues, effectively 
overcoming these obstacles requires the Agency's technical engagement and strategic response. 
For example, many countries are following the lead of the European Union in requiring that 
livestock products meet on-farm production requirements. The U.S. meat safety system, by 
contrast, focuses on the slaughterhouse and has little or no on-farm regulation. These 
developments require close vigilance and involvement. 

Biotechnology Exports - The United States is a primary exporter of agricultural biotechnology 
commodities. Barriers to such exports arise due to concerns about product safety, asynchronous 
approvals of specific products between the United States and importing countries, or public 
perception or consumer preferences unrelated to product safety. FAS is the primary USDA 
agency working to resolve these barriers, but APHIS plays a crucial role by providing FAS with 
technical and regulatory expertise. 
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Developing Countries- Developed countries are mature markets for U.S. exports, meaning that 
they have only limited potential for future growth. The markets with the greatest growth 
potential for U.S. agricultural exports are developing countries. At the same time, these 
countries want to increase their own exports to the United States, but their plant and animal 
health infrastructures are, in general, weak. Therefore, APHIS must develop working 
relationships with counterparts in these countries to demonstrate that U.S. agricultural products 
are safe and implement risk mitigations that allow safe imports from these countries. APHIS' 
strategy is to work with these developing countries to build sound regulatory infrastructures for 
detecting and responding to pest and disease risks and ensure safe trade. 

4. Strategy 

Over the next five years, APHIS will implement the following international SPS trade 
management and safeguarding strategies: 

4.1. Safeguarding Animal and Plant Health 

For APHIS to achieve its mission, a fundamental goal is to strengthen its safeguarding system 
domestically and in other countries. APHIS' strategy is to work with other countries to reduce 
risk at foreign points of origin and prevent pest and disease threats from approaching our 
borders. APHIS' international cooperative programs eradicate and/or control specific exotic 
pests and diseases that pose a clear, immediate risk of introduction into the United States. In the 
next five years APHIS will focus on strengthening its detection and management efforts abroad 
by conducting pest and disease surveillance and detection, collecting information to identify and 
assess risks, conducting threat assessments, mitigating risks, and accrediting other countries' 
systems. In addition, APHIS is working overseas to build capacity for detecting emerging 
diseases and pest threats and preventing their spread to the United States. 

4.1.1. Cooperative Control and Eradication 

APHIS has an active role in a number of animal and plant pest and disease control or eradication 
programs worldwide. These pests and diseases pose a significant threat to U.S. agriculture. 

a. Mediterranean Fruit Fly 

APHIS will continue working closely with Mexico and Guatemala to _halt the northward spread 
of Mediterranean fruit fly (Med.fly) from Central America into southern Mexico and to maintain 
a barrier zone along the Mexico-Guatemala border. This barrier is critical for preventing the 
natural spread of the Medfly through Mexico and into the United States. APHIS will maintain 
the barrier by conducting three significant activities: detection, regulation of movement, and-to 
eliminate known infestations-pest control. Together, these activities work to maintain the 
barrier and prevent the northward spread of Medfly populations. 
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b. Mexican Fruit Fly 

APHIS will continue working closely with Mexico on the joint Mexican fruit fly (Mexfly) 
control program in northern Mexico to reduce the risk ofMexfly introductions in California and 
Texas. Like the Medfly program, the Mexfly program will utilize three significant activities to 
prevent the fly from spreading to the United States: detection, regulation of movement, and pest 
control. 

c. Screwworm 

APHIS will continue to maintain the screwworm barrier in Panama by utilizing the sterile insect 
technique and surveillance in Panama and South America to keep screwworms from becoming 
reestablished and spreading northward. The new sterile insect plant in Panama is close to the 
barrier zone and will be fully operational by January 2009, resulting in significant cost savings 
for the Agency. APHIS will also work with counterparts in the Caribbean and South America to 
further garner international support and funding to help keep its plant in Tuxtla Gutierrez, 
Mexico operable as a backup facility and provide sterile insects to other regions on a cost
recovery basis. For example, APHIS is meeting with Jamaica officials to negotiate a plan to 
continue screwworm eradication on the island. 

d. Classical Swine Fever 

APHIS will continue to work closely with the Dominican Republic and Haiti to control Classical 
Swine Fever (CSF) and other transboundary animal diseases to prevent their spread to the United 
States. The Agency will continue the pre-departure inspection program-aimed at intercepting 
prohibited risk materials-for passengers traveling from the Dominican Republic to the United 
States. APHIS will also provide technical assistance and advice to its counterparts in the 
Dominican Republic and Haiti to survey, test, and reduce the prevalence and risk of CSF in their 
territories. 

e. Foot and Mouth Disease 

APHIS will continue working closely with Panama and Colombia to maintain a Foot and Mouth 
Disease (FMD) quarantine barrier at the Isthmus of Panama to prevent this highly contagious 
animal disease risk from moving northward through Central America and Mexico into the United 
States. APHIS will also provide technical guidance to governments in South America and 
international organizations to revitalize efforts to eradicate FMD from the continent. 

f. tropical Bont Tick 

APHIS will continue assisting governments in the Caribbean to develop their own technical 
capacity to monitor and respond to Tropical Bont Tick (TBT). The Agency will partner with 
regional and international health organizations and governments-such as the Inter-American 
Institute for Cooperation in Agriculture, the Government of France, and the United Nations Food 
and Agriculture Organization (FAO}-to build a local field force of veterinary epidemiologists 
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to: monitor animal diseases and disease syndromes; provide rapid laboratory capacity and 
diagnosis of diseases; assess and prioritize veterinary infrastructure; and develop animal disease 
emergency response and management infrastructure in the region. 

4.1.2. HP Al and other Trans boundary Diseases and Pests 

APHIS wil1 work with foreign governments and international organizations to prevent the 
introduction of HP AI to the United States and the emergence of a human pandemic influenza. 
APHIS will also work to broaden the veterinary infrastructures in Asia and other high-risk 
regions to monitor and detect other emerging zoonotic and transboundary animal diseases. The 
Agency will continue to focus on: 

• Monitoring current sources of human HPAr infections-Le., infected bird populations 
overseas-and supporting sustainable national veterinary infrastructures and capabilities 
in HP AI-affected countries through activities such as training and capacity building in 
disease monitoring and surveillance; 

• Supporting HP AI efforts in South East Asia and the Crisis Management Center and other 
relevant units at the F AO in Rome, as well as field-based HPAI efforts; 

• Enhancing APHIS' ability to detect and address new or emerging foreign: animal diseases 
or pests by developing new methods and approaches to new or emerging risk pathways to 
the United States; 

• Working collaboratively with Mexico to address cattle fever ticks and bovine 
tuberculosis; and 

• Seeking mechanisms that will give APHIS the flexibility to shift resources to respond to 
emerging transboundary animal and plant health issues. 

4.1.3. Offshore Pest and Disease Surveillance 

APHIS will strengthen its capabilities to monitor, report, and respond to emerging pest and 
disease threats at their points of origin. These capabilities provide an early warning system. The 
Agency will coUect information on emerging or changing pests and disease threats and 
conditions overseas in a central database at headquarters for analysis, planning, and possible 
safeguarding actions. The Agency will continue developing and refining the Offshore Pest 
Information Program by evaluating the offshore pest and disease information-gathering activities 
to be sure they are efficient and effective and by developing better practical guidance, 
procedures, goals, and reporting requirements. 

4.1.4. Pre·clearance 

APHIS will continue to pre-inspect and treat commodities shipped to the United States for pests 
and diseases to ensure pest-free commodities, reduce pressures of inspections at U.S. ports of 
entry, and prevent the introduction of invasive species into the United States. The Agency wiJI 
continue to establish and administer agricultural commodity pre-clearance programs for high-risk 
commodities :from certain countries and continue to make use of irradiation as a risk-mitigation 
tool for fruits and vegetables. The Agency wiil seek to increase efficiency, reduce costs, and 
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strengthen auditing and quality controls procedures. APHIS will also establish a Pre-clearance 
Task Force to evaluate the current program and identify improvement options such as training 
pre-clearance inspectors and developing an accreditation system to reduce Agency oversight 
costs. 

4.1.5. Capacity Building and Technical Assistance 

APHIS will coordinate technical assistance and training to developing countries to strengthen 
their regulatory capacity to detect and address pests and diseases in their own regions, thereby 
reducing risks of transboundary pests and diseases spreading to the United States via trade. In 
doing so, the Agency will strengthen relationships with counterparts in these countries and will 
coordinate closely with other U.S. Government agencies-such as FAS, the U.S. Agency for 
International Development, the Department of State, and the U.S. Trade Representative-to 
design and implement programs that achieve APHIS' safeguarding objectives while supporting 
broader U.S. interests and objectives overseas. These efforts include pest and disease 
surveillance and detection, collecting information to identify and assess risks, conducting threat 
assessments, mitigating risks, and accrediting other countries' systems (such as those for 
certifying and issuing permits for moving products, including those coming to the United States). 

Within 5 years, APHIS will establish a specialized headquarters staff to coordinate international 
regulatory development projects that promote safe trade with developing countries and to 
manage the visits of foreign agricultural officials who come to learn about U.S. safeguarding 
system; undertake specific projects that strengthen overseas pest and disease detection and 
control in around the world; and establish procedures and norms for assessing requests and 
evaluating the impact of these efforts and projects. 

4.2. SPS Trade Management 

APHIS' goal is to promote the smooth and safe movement of agricultural commodities into and 
from the United States, based on science and international standards, and to resolve SPS barrier 
issues, including access problems at foreign ports of entry that hinder or block U.S. agricultural 
trade. Over the next five years, the Agency will undertake the following SPS trade management 
strategies: 

Coordination o/SPS Trade Issues- APHIS will resolve SPS trade issues through improved 
internal coordination, strategic focus, and integration of resources. AP HIS will improve 
coordination within the Agency on the identification of and sustained focus on strategically 
important SPS issues; establish biannual strategy sessions to develop action plans for each of the 
export issues considered strategically significant for agriculture; and establish a regional bureau 
structure to direct and coordinate the Agency's overseas SPS trade activities and strategies. 

Collaboration with other Federal Agencies - APHIS will support FAS' international trade 
agenda and goals in the SPS trade area without blurring APHIS' regulatory mission or 
compromising the Agency's safeguarding and regulatory responsibilities. APHIS will manage 
and operate a process for setting joint, consensus based priorities with respect to export and 
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import issues; promote AP HIS and FAS staff coordination and strategy development; evaluate 
the current communication protocols between APHIS and FAS and make recommendations for 
improvement; institute regular APHIS-FAS meetings to monitor issues on the USDA's SPS 
Priority List; and work together with FAS to set priorities and procedures for capacity building 
and training projects in 2008. 

International Standards - APHIS will work through the World Animal Health Organization and 
the International Plant Protection Convention to develop and promote science-based positions in 
those and other international and regional venues. APHIS will also promote the increased use of 
international standards in trade, including in the resolution of SPS trade conflicts and differences; 
position APHIS experts in international standard-setting organizations; and, increase interaction 
with regional health organizations that have policy-level influence on SPS regulatory measures 
and practices in their regions. 

International Regulatory Harmonization - APHIS will actively monitor and respond to emerging 
international regulatory policy issues that impact trade, such as regulatory differences with 
regard to biotechnology, animal welfare, or disease traceability. The Agency will also establish 
an interagency team to evaluate the potential trade impact of the new policy; work with industry 
to identify specific responses; coordinate alliances with like-minded countries to present 
alternatives; and work closely with biotechnology experts to train and prepare APHIS attaches to 
represent the United States on regulatory biotechnology issues. 

S. Management and Administrative Priorities 

The recent weakening of the U.S. dollar and inflation in foreign countries has made operating 
overseas more expensive than it was 10 years ago. Because of the dollar's devaluation, APHIS' 
Medfly program in Guatemala, which received its first annual appropriation in FY 2003, has 
experienced a 6 percent reduction in spending power. Similarly, the APHIS office in Thailand, 
which opened in 2006, has experienced a 14 percent reduction in spending power. Without 
additional funds, APHIS' international programs will have to cut expenditures by reducing 
operations. Overall, this would reduce protection to U.S. agriculture and facilitation of safe 
agricultural trade. 

In FY 2009, APHIS requests to m.erge resources currently under two line items-portions of the 
Foreign Animal Disease/FMD and the Trade Issues Resolution and Management programs-into 
a single line item called Overseas Technical and Trade Operations. Since the same staff is 
conducting operations for these two programs, formally merging resources will simplify 
administration of the programs and eliminate any misperception that we have two separate staffs 
working on separate programs. 

APHIS is required to pay its share of the State Department's Capital Security Cost Sharing 
Program, part of a $16 bHlion Federal effort to construct 150 new embassies over a 12-year 
period. 
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Given the increasing cost of operating overseas, APHIS will build a more cost-effective 
international operation by: 

• Reexamining the distribution of overseas posts to focus on the highest-risk sources and 
pathways, increasing its use of limited-term appointments to conduct overseas mission 
and work, and working closely with domestic APHIS programs and other agencies to set 
internally consistent priorities and integrated strategies~ 

• Exploring and implementing streamlining strategies for the overseas administrative 
support structure and service; 

• Developing and implementing other strategies for enhanced collaboration and maximum 
integration of its overseas operations with domestic programs; 

• Enhancing communication and connectivity to ensure effective, rapid, and reliable 
transmission of urgent pest, disease, and SPS trade information between headquarters and 
overseas offices; and 

• Enhancing additional program monitoring and reporting systems to ensure the availability 
of routine and reliable indicators of program progress, feedback, and impact. 

6. Conclusion: The Next 5 Years 

Globalization and changes in international trade have increased the risk of pest and disease 
spread. APHIS' safeguarding strategy includes both controlling pest and disease risks at U.S. 
borders and an increased emphasis on working overseas to detect and prevent the spread of pests 
and diseases at the point of origin. At the same time, the Agency must place experts overseas in 
an advantageous position to assist U.S. agricultural exporters in meeting foreign regulatory 
requirements and to resolve technical barriers that unfairly limit or block access for foreign 
markets. 

Looking ahead, APHIS will focus on the following international strategic themes over the next 5 
years: 

• Enhanced safeguarding through development of foreign regulatory infrastructures that 
strengthen the capacity of developing countries to detect and respond to pest and disease 
risks, prevent their spread, and keep the commercial trade pathway safe; 

• Enhanced SPS trade coordination and strategies between APHIS and other agencies for 
resolving SPS trade barriers and supporting, protecting, and expanding U.S. agricultural 
trade on a safe, scientific basis; 

• Expansion of preclearance programs to ensure safe trade, especially in developing 
regions where new pest and disease threats need to be managed to protect the trade 
pathways and prevent the spread oftransboundary pest and diseases to the United States; 

• Enhanced international surveillance and monitoring systems to provide early warning of 
foreign pest and disease events that might develop into larger threats to the United States; 

• Flexible monitoring and response systems overseas to manage a broad range of zoonotic 
and transboundary animal disease risks, building on the current focus on HPAI; and, 

• Cost-effective administrative systems for deploying experts abroad and positioning 
talented personnel for Agency missions overseas. 
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1. Introduction 

This report provides background to the United States Department of Agriculture's (USDA) 
Animal and Plant Health Inspection Service's (APHIS) international strategic plan and describes 
the Agency's overseas activities, including locations, resources, and impact to U.S. agriculture. 

APHIS' mission is to protect U.S. agriculture and natural resources by preventing hannful 
invasive pests and diseases from entering the United States and from spreading. Globalization 
and changes in international trade and the movement of people have increased the risk of pest 
and disease spread. The Agency's safeguarding strategy includes controlling pest and disease 
risks at U.S. borders as well as working overseas to detect and prevent the spread of pests and 
diseases at their points of origin. 

APHIS' international activities help the Agency reduce the risk of threats to U.S. agriculture and 
facilitate safe agricultural trade. The Agency has technical personnel positioned in 53 locations 
in 44 countries, with a total of261 employees-208 overseas and 53 at headquarters--dedicated 
to work on international activities. Of the overseas employees, 57 are U.S. direct hires (Foreign 
Service Officers and civil service employees) and 151 are foreign local hires (known as Foreign 
Service Nationals). APHIS' overseas employees conduct a combination of program activities 
involving safeguarding, trade, technical assistance, and representational functions. 

Safeguarding activities include: 

• control and eradication of priority animal diseases and plant pests 
• pest and disease monitoring and reporting 
• technical assistance programs to create sustainable local infrastructure to monitor and 

manage regional pest and disease issues; and, 
• commodity preclearance (i.e., pre-inspecting/certifying U.S.-bound shipments at their 

points of origin). 

APHIS also works to facilitate safe agricultural trade. Sanitary (animal health) and phytosanitary 
(plant health) (SPS) issues are sometimes used inappropriately to restrict or block trade. APHIS 
officials strive to resolve these trade barriers by working with their foreign counterparts to 
eliminate unjustified SPS measures; negotiate science-based import requirements and standards; 
and, intervene to release U.S. shipments held at foreign ports due to SPS-related concerns. 
APHIS' efforts are key to protecting and expanding U.S. access to foreign markets worth 
millions of dollars in agricultural trade annually. 

In Fiscal Year (FY) 2007, APHIS' $846.23 million appropriation included $87.089 million to 
conduct international activities. The bulk of this funding--62 percent-supports two major 
cooperative programs targeting screwworm and fruit flies in Mexico and Central America. 
These and other safeguarding activities help the Agency reduce the risk of threats to U.S. 
agriculture and facilitate safe agricultural trade. APHIS also used $5.391 million in user fees and 
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$1.183 million in reimbursable agreements and trust funds to carry out other Agency activities 
overseas. In total, APHIS' international activities operated on a budget of $93.663 million in FY 
2007. This budget included personnel costs, security, equipment, and utilities. 

APHIS' overseas activities strengthen the Agency's capacity to respond to international health 
threats in a timely and strategic manner. The impact and results of these programs are 
demonstrated by: the halt of the spread of high-risk pests from Mexico, Central America, and 
the Caribbean to the United States; the number and significance of seizures of illegal risk 
material; the number of trade barriers eliminated and the value of trade protected and expanded; 
the reduced prevalence of certain key pests and diseases in these areas; the safe importation of 
pre-cleared horticultural products; and, the successful provision of training and technical 
assistance to regulatory officials in developing countries. In sum, these international activities 
help the Agency accomplish its protection goals of keeping pests and diseases out, building a 
safe global trade system, and enhancing U.S. influence and leadership on international 
agricultural health issues. 

2. Agency Mission 

APHIS' overall mission is to "protect the health and value of U.S. agricultural, natural and other 
resources" from harmful pests and diseases. APHIS' 2007 Strategic Plan sets four mission 
priorities: 

1. Strengthening our safeguarding system domestically and in other countries; 
2. Strengthening emergency response preparedness; 
3. Facilitating safe agricultural trade through international standard-setting and effective 

management of SPS issues; and, 
4. Enhancing the well-being of animals covered by the Animal Welfare Act and the Horse 

Protection Act. 

APHIS' international work relates primarily to the first and third priorities. The Agency works 
with foreign governments to prevent the spread of pests and diseases; monitor and respond to 
exotic pest and disease threats; and facilitate safe trade on the basis of science, international 
standards, and various safeguarding programs. · 

3. International Activities and their Impact 

APHIS organizes its international activities into two areas: animal and plant health to safeguard 
U.S. agriculture and sanitary and phytosanitary management to facilitate safe agricultural trade. 
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3.1. Safeguarding Animal and Plant Health 

With the continued growth of trade and travel, inspection of cargo and baggage at U.S. ports of 
entry needs to be combined with other safeguarding activities to fully protect U.S. agricultural 
resources. The Agency has expanded its off-shore strategy, as recommended by recent U.S. 
stakeholder reviews and calls for increased focus on managing pest and disease risks off-shore 
and at the point of origin. To safeguard animal and plant health, APHIS carries out activities 
such as controlling and eradicating pests and diseases, monitoring and responding to highly 
pathogenic avian influenza, monitoring offshore pests and diseases, pre-clearing foreign 
commodities, and providing capacity building and technical assistance. 

3.1.1. Cooperative Control and Eradication 

APHIS works with foreign countries to control or eradicate animal and plant diseases and pests 
that pose a risk of becoming established in the United States and causing severe damage to U.S. 
agriculture. This includes diseases and pests such as Mediterranean fruit flies, Mexican fruit 
flies, Screwworms, Classical Swine Fever, Foot and Mouth Disease, Tropical Bont Tick, Pink 
Hibiscus Mealybug, among others. 

a. Mediterranean Fruit Fly 

Mediterranean fruit fly (Medfly), one of the most destructive plant pest threats to U.S. 
agriculture, has a wide host range that includes commercialJy important crops such as citrus and 
stone fruits. In 2000, the value of these two fruit crops alone was nearJy $5 billion. The adult 
female Medflies damage fruit by piercing the skin and inserting a fertile egg that hatches into 
larvae and eats the pulp of the fruit as the larvae matures. 

APHIS works closely with the Mexican and Guatemalan governments to prevent the northward 
spread of the Medfly from Central America into southern Mexico and maintain a barrier zone 
along the Mexico-Guatemala border. This barrier is critical for preventing the natural spread of 
the Medfly through Mexico and into the United States. 

The program, also known as Moscamed, has three components: detection, movement regulation, 
and pest control. The detection component maintains over 30,000 fly traps throughout the 
strategic areas of Guatemala and Mexico. These traps locate and delimit infestations of 
Medflies. The regulatory component includes roadside inspection stations where personnel 
inspect cars, trucks and passengers for potentially infested Medfly host material, and seize 
prohibited fruits and vegetables. The control component eliminates known infestations by 
ground and aerial applications of organic pesticides, removal of infested fruits from the field, and 
use of the sterile insect technique. Pioneered in the 1950s, this technique involves sterilizing 
large numbers of male flies and dispersing them over infested areas to mate with native female 
flies, thus preventing reproduction. Moscamed produces nearly 2 billion sterile Medflies every 
week and releases them into areas identified by the survey activities. Moscamed also produces 
and ships sterile pupae to the United States to support fruit fly programs in California and 
Florida. 
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Although Moscamed has successfully maintained the barrier zone for more than 25 years, it is 
becoming much more expensive and complex to maintain. In FY 2007, the program experienced 
the largest nwnber ever ofMedfly outbreaks in southern Mexico in the Medfly-free section of 
the barrier zone. According to several expert panel reviews, it is becoming more expensive and 
difficult to maintain the barrier because of economic, social, and environmental changes within 
the program's barrier operations zones. Because of environmental concerns, the program had to 
switch to an organic pesticide that is much more expensive than the one previously used. 
Because many of the local indigenous groups living in the project area do not allow entry by 
local government or Moscamed personnel, the program must rely more on release of sterile 

Med:flies as a preventive strategy, which is more expensive. In the past ten years, areas in 
Mexico and Guatemala have been opened up to agriculture and to new towns. This development 
has eliminated a natural Medfly-free barrier to northward expansion of the pest, and Moscarned 
must spend many of its resources for control activities in this area. 

If not eradicated or controlled, Medflies could heavily infest the United States and cause 
significant crop loss. APHIS estimates the cost of eradicating a future Medfly introduction from 
the cost of eradicating past outbreaks. The nine outbreaks that occurred in Florida and California 
between 1997 and 2007 (resulting from smuggling/passenger pathways, rather than from 
geographical spread) cost an average of $7 million to eradicate, with the most expensive costing 
$27 million. These estimates do not include additional outlays incurred by growers for the post
harvest treatments required to ship host fiuit to domestic and international markets, the cost of 
additional use of chemicals, losses in crop value due to quarantine restrictions, or the financial 
impact of foreign trade restrictions. A 1989 study estimated the full annual cost of a Medfly 
establishment in the United States (taking into account field damages due to Medfly, costs of 
field control efforts, foreign market losses, and post harvest treatments) at over $2.1 billion. 
Accordingly, APHIS and its cooperators will continue working to maintain the barrier against 
this devastating pest in Mexico and Central America. 

b. Mexican Fruit Fly 

The Mexican fiuit fly (Mexfly) attacks a wide variety offruits, including apples, apricots, 
avocados, grapefruit, mangos, oranges, peaches, pears, and plums. Similar to Medflies, the adult 
female Mexflies damage fruit by piercing the skin and inserting a fertile egg that hatches into 
larvae and eats the pulp of the fruit as the larvae matures. 

APHIS works closely with Mexico on controlling Mexflies in northern Mexico adjacent to high
risk areas along the U.S. border. The primary goal of this cooperative program is to reduce the 
risk ofMexfly introductions into California and Texas, the two States most at risk. By keeping 
Mexfly out of California and Texas, the program also prevents the fly from spreading to other 
States; Arizona, Florida, Georgia, and Louisiana have climates favorable to the Medfly and 
abundances of its preferred host crops. For all 6 States, the total value of 14 Mexfly-susceptible 
commodities is estimated at $3.3 billion. 
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Like Moscamed, the cooperative Mexfly program utilizes active surveil1ance and sterile insect 
techniques to manage and control this pest risk. APHIS hires local trappers to conduct 
surveillance activities and run about 2,000 traps over 400 square miles. The Agency releases 
approximately 140 million sterile Mexflies each week in the Texas Lower Rio Grande Valley 
and 20 million sterile Mexflies each week on Mexico's side of the border. The Agency produces 
the sterile pupae in Mission, Texas, and the Government of Mexico provides land and building 
space for an emergence center and staging area, where the sterile pupae mature into adult sterile 
Mexflies. In addition to conducting Mexfly operations in the Lower Rio Grande area, each week 
APHIS releases 16 million sterile Mexflies-produced at a facility in Tapachula, Mexico-over 
the Mexican border city of Tijuana to protect the fruit production areas of neighboring 
California. APHIS also provides technical assistance to its Mexican counterparts to establish 
and maintain Mexfly free areas in the Mexican States of Baja California, Chihuahus, Sinaloa, 
and Sonora, thereby further reducing the risk of Mexfly-infested products entering the United 
States as well as creating a protective buffer zone beyond the U.S.-Mexico border. 

If not eradicated or controlled, Mexflies could heavily infest the United States and cause 
significant crop loss. Since 1983, APHIS has eradicated 16 outbreaks ofMexflies (Jikely related 
to products illegally brought into the United States from Mexico) in California with an average 
cost of $2. 7 million. These estimates do not include additional costs incurred by growers for 
post-harvest treatments that would be required for the shipment of fresh fruit hosts to domestic 
and international markets, additional chemical usage, loss in crop value due to quarantine 
restrictions, or the impact of foreign countries closing their markets to various U.S. fruit and 
vegetab]e exports considered Mexfly hosts. The full annual loss to producers and exporters from 
a widespread and uncontrolled Mexfly infestation ranges between $888 million and $928 
million. 

c. Screwworm 

Screwworms are costly and destructive parasites that feed on healthy, Jiving animal tissue or 
fluid of all warm-blooded animals, including human beings. APHIS' Screwworm program had 
its origin in the southern United States, where the livestock industry suffered great losses due to 
the damage caused in screwworm-infested cattle up until the mid-twentieth century. The United 
States successfully eradicated this costly and destructive parasite in the 1960s, hut its 
reintroduction could have a major economic impact on the U.S. livestock industry. APHIS 
works with its counterparts in Mexico and Central America to prevent this pest from reentering 
the United States. 

Through cooperative programs first with Mexico and then with other Central American 
countries, APHIS has eradicated screwworm up to the narrowest point in Panama, also known as 
the Darien Gap, and established a permanent barrier at the border of Colombia and Panama. To 
maintain this barrier, APHIS and its foreign government counterparts work together to produce 
and release sterile flies, conduct field inspections, and conduct monitoring and surveillance 
activities. 
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APHIS and its cooperative partners utilize the sterile insect technique where the Agency 
sterilizes large numbers of male flies and disperses them over infested areas to mate with native 
female flies, thus preventing reproduction. The cooperative program transports sterile flies from 
the production facility in Tuxtla Gutierrez, Mexico for release in Panama and Colombia. The 
program releases approximately 27 million flies per week to maintain the barrier at the Darien 
Gap. Officials declared Panama technically free of screwwonn on July 12, 2006. However, 
Agency officials detected 7 cases of screwworm in Panama in FY 2007. The cases were located 
in the Panamanian Province of Darien in the program's control area, which is forested area and 
largely uninhabited. There was no northward spread from the control area, and there were no 
cases registered in other Central American countries. 

Due to the distance between production and dispersal, the program built a sterile fly production 
facility in Panama in July 2006. This facility began limited operations in August 2007, and plans 
to be fully operational by January 2009. The Mexico facility wiH provide surge capacity in case 
of an extensive outbreak. The program maintains the screwworm barrier in Panama by the 
weekly release of sterile screwwonns in the Darien gap and approximately 20 miles into 
Colombia. In addition, veterinarians and field inspectors conduct surveillance activities and 
respond to any screwworm cases found. 

The cooperative screwwonn program in Central America has successfully established and 
maintained a protective buffer zone, effectively preventing the northward spread of screwworms 
into the United States. During the 1960's, screwworm infestations in the United States were 
common and livestock losses exceeded an estimated $250 million per year. APHIS estimates 
that if screwworms re-infested and spread in the United States today, livestock losses would 
exceed $844 million per year. 

d. Classical Swine Fever 

Classical swine fever (CSF), also known as hog cholera, is a highly contagious viral disease of 
swine. APHIS eradicated CSF from the United States in 1978 after a 16-year partnership with 
industry and State governments. CSF broke out several years ago on the island of Hispaniola, 
which includes the Dominican Republic (DR) and Haiti. 

APHIS efforts to control CSF and mitigate the risk to the United States include establishing a 
pre-departure inspection program for passengers leaving the DR by ferry or plane to Puerto Rico 
and other U.S. locations. The passenger pre-inspection program, staffed by DR government 
employees, intercepts agricu]ture products, which could contain CSF and other organisms and 
transboundary animal diseases such as Foot and Mouth Disease. APHIS measures the success of 
this program not only by the amount of prohibited material seized in the DR but by a reduction in 
the amount of quarantine material seized during inspections at U.S. ports of entry. In 2007, the 
passenger inspection program in the DR cleared 1,998,011 passengers at 5 international airports 
throughout the country and 104,988 passengers at the ferry terminal in Santo Domingo. The 
program intercepted approximately 233,000 pounds of high risk animal products and seized 
158,862 plant lots. The pre-departure passenger inspection program continues to be effective in 
mitigating the amount of prohibited animal and plant material from entering the United States. 
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In addition to pre-departure activities, APHIS supports CSF eradication on Hispaniola. APHIS 
officials report significant progress in the DR. From 2005-2007, the DR reported 15, 16, and 4 
outbreaks, respectively. Haiti is one of the least developed and least stable countries in the 
Western Hemisphere and remains problematic. A current emphasis is the creation of a buffer 
zone between the two countries so that the DR is less likely to be reinfected. 

e. Foot and Mouth Disease 

USDA eradicated foot-and-mouth disease (FMD), a highly contagious and devastating foreign 
animal disease, from the United States in 1929. However, its presence in South America 
continues to pose a significant threat to the U.S. livestock industry. The Agency monitors FMD 
around the world and supports control programs for the disease in South America to reduce the 
risk to the United States. 

The 2001 FMD outbreak in the United Kingdom (UK) illustrates the economic significance of 
this particular foreign animal disease. This outbreak cost the British economy approximately 
$35 billion in quarantine, eradication, disposal, lost markets, and other associated costs. 
According to a study by the University of California at Davis, an FMD introduction in the United 
States on the scale of the 2001 UK outbreak could cost $6 to $14 billion. 

FMD has long been present in South America and there remains a risk of the disease making its 
way up through Central America and Mexico into the United States. Because of this threat, 
APHIS works cooperatively with Panama and Colombia to establish a quarantine barrier at the 
Isthmus of Panama. The eradication ofFMD from South America has become a hemispheric 
and international priority. Therefore, APHIS also partners with the Pan-American Foot and 
Mouth Disease Center of the Pan~American Health Organization; Inter-American Institute for 
Cooperation on Agriculture; the Food and Agriculture Organization; World Organization for 
Animal Health; and, other South American countries (Bolivia, Ecuador, and Venezuela) to 
support FMD eradication. In March 2004, the Houston Declaration issued by the Hemispheric 
FMD Conference--a meeting that brought together agriculture ministers, chief veterinary 
officers, and similar high-level officials-renewed South America's efforts to eradicate FMD. In 
addition, the U.S. State Department recently encouraged South American countries in the effort 
to revitalize FMD eradication efforts for the final push to eliminate the disease from the Western 
Hemisphere. 

APHIS' partnership with South American countries has made significant progress over the past 
30 years toward FMD eradication. The World Anima1 Health Organization considers Chile and 
Uruguay free of the disease; Brazil, Argentina, and Colombia nearly free; Bolivia with free 
zones; and Peru under review for proposed free areas. Continued support from international 
organizations, industry·1ed organizations, countries involved, and APHIS will be necessary to 
make the concerted effort needed for hemispheric FMD eradication. 
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f. Tropical Boot Tick 

Tropical Bont Tick (TBT) is a pest of cattle and other animals as well as a vector for Heartwater, 
an infectious disease of ruminants and important foreign animal disease threat. Climatic and 
ecological conditions in the southern United States are favorable for the establislunent ofTBT. 
APHIS works with international organizations in several Caribbean countries to monitor for and 
control this pest. APHIS efforts are intended to prevent the introduction of the pest into the 
United States. 

APHIS does not believe that eradicating TBT from the Caribbean is a practical goal; therefore,. 
the Agency and other cooperators in the region are shifting the focus ofTBT efforts to 
monitoring and surveillance. The Agency provides technical assistance to Caribbean nations in 
building infrastructure to detect and address risks associated with TBT and other emerging 
animal diseases. In addition, APHIS is working with the same Caribbean nations to promote 
timely reporting of disease detections or their vectors to the international community, which is 
important to prevent their spread to the United States and other islands. 

APHIS is initiating a new partnership with regional and international health organizations, the 
Government of France, and the Food and Agriculture Organization. The intent is to build a local 
field force of veterinary epidemiologists and paraepidemiologists to monitor animal diseases and 
disease syndromes; provide rapid laboratory access and diagnosis of diseases; assess and 
prioritize veterinary infrastructure; and, develop animal disease emergency response and 
management infrastructure in the region. 

g. Pink Hibiscus Mealybug 

Pink hibiscus mealybug is an example of a plant pest threat that AP HIS successfully indentified 
offshore and worked to mitigate before it reached the United States. This pest attacks more than 
200 plant hosts, including hibiscus, citrus, sugar cane, plums, peanuts, grapes, maize, 
chrysanthemums, cotton, and several types of beans including soybeans. After the pink hibiscus 
mealybug appeared in the Caribbean in the 1990s, APHIS-anticipating the pest's spread to the 
U.S. mainland-worked closely with Caribbean countries to provide technical assistance 
involving field tests and releases of different biological control agents. Through these field 
experiments, APHIS, USDA's Agricultural Research Service, and various universities found a 
biological control solution. Since then, APHIS has detected this pest in CaJifornia and Florida 
but the biological control efforts developed in the Caribbean have greatly reduced its impact on 
agricultural production. 
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3.1.2. Highly Pathogenic Avian Influenza 

Highly Pathogenic Avian Influenza (HPAI) is a recognized threat to poultry and has the potential 
to cause disease in humans at a scale yet to be determined. APHIS advances USDA's goal to 
prevent the introduction of HPAI to the United States, facilitate trade, and mitigate the 
emergence of human pandemic influenza. Studies show the link between human cases to the 
victims' direct exposure to infected birds. Therefore, APHIS' directs international efforts against 
HP AI at the current source of human infections, the infected bird populations overseas. 

Effective control of HPAI involves sustainable and reliable disease control along with protecting 
human health through public information, disease surveillance, and emergency preparation. 
APHIS' major objectives are to: 

• Establish sustainable veterinary infrastructures in at-risk countries and provide training 
and seminars in disease monitoring and surveillance, biosecurity, epidemiology, 
diagnostics, vaccination, depopulation, live bird market management, risk 
communication, and wildlife surveillance; 

• Determine the role of wild birds in HPAI transmission and levels of infection by 
conducting cooperative wild bird surveillance and sampling in China, Mexico, and other 
countries and providing surveillance workshops in Laos and Cambodia; 

• Respond to countries experiencing cases of HP Al through the Crisis Management Centre 
within the Food and Agricultural Organization of the United Nations in Rome, where the 
Agency has deployed 3 technical experts and provides other technical experts as part of 
rapid response teams; and, 

• Reduce risk of animal to human transmission in endemic and at-risk South East Asia 
countries by opening offices and deploying personnel in Burma, Cambodia, Indonesia, 
Laos, and Thailand, to directly and substantially participate in HPAI eradication, control, 
and prevention activities. 

Since 2005, at least 58 countries have confirmed incidences of HP AL Most outbreaks have 
occurred among wild birds and backyard poultry in Asian and African countries with inadequate 
animal health infrastructure. APHIS has increased technical assistance efforts to contain the 
spread ofHPAI. APHIS has trained over 1,000 veterinarians, poultry workers, and government 
officials from 138 countries in lab diagnostics, epidemiology, live bird markets, vaccination, and 
surveillance, and has sponsored or participated in numerous HP AI unilateral and multilateral 
symposia and workshops. The majority of participants and courses focused on the hardest hit 
areas of Asia and Africa. As this virus spread to North and West Africa in 2007, APHIS officials 
in our Dakar, Senegal and Cairo, Egypt offices dedicated themselves nearly full-time to HP AI 
issues and activities. As part of an integrated U.S. government response, APHIS assists 
countries impacted by the disease and trains veterinarians from HP Al affected and at-risk 
countries on testing protocols and advises on surveillance and vaccination programs and 
contingency planning. 
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It is unlikely that the international agricultural and human health community will eradicate HPAI 
from currently infected countries in the near future. A sustained international priority is 
necessary to improve the capabilities for timely detection, control, and eradication of the virus on 
a global basis. The virus may continue to explosively spread and infect new countries without 
this initiative. 

3.1.3. Offshore Pest and Disease Surveillance 

Animal and plant pest and disease situations are biological phenomena and so regularly and 
unexpectedly change. APHIS must be ready to respond to emerging animal and plant threats. 
The Agency must collect accurate and early information about pests and diseases in foreign 
countries for effective and timely response. APHIS established the Offshore Pest Information 
Program (OPIP) to collect, report, assess, and communicate information on significant animal 
and plant pests and diseases in other countries to enhance the Agency's preparedness and ability 
to reduce the risk of introducing these organisms into the United States. 

OPIP utilizes a network of APHIS officials overseas to conduct searches of local or regional 
multi-media open sources and to work with foreign officials and researchers to collect and report 
relevant information. The Agency registers users for a web-based, secure interface k:riown as the 
Offshore Pest Information System to exchange infonnation. Since January 2006, OPIP has 
produced more than 600 reports resulting in actions, including but not limited to changes to 
regulations; notifications to the U.S. Customs and Border Patrol and Agency officials at U.S. 
ports of entry to modify existing entry procedures or to enhance inspection vigilance; changes to 
domestic survey programs to enhance focus on identified pests and diseases; and, updates to 
plant and animal health risk assessments used to support import decisions. Ultimately, OPIP 
provides APHIS officials and decision makers with relevant and timely information needed to 
assess risks; to make changes to procedures or regulations in order to protect U.S. agriculture; 
and to pre-empt undue disruptions to trade. 

3.1.4. Pre-clearance 

APHIS manages overseas agricultural commodity pre-clearance programs to mitigate the risk of 
introducing exotic plant pests and diseases into the United States. These pre-clearance activities 
are a requirement for entry of certain high-risk commodities. Generally, APHIS officials 
supervise local inspectors during pre-clearance inspections and post-harvest quarantine 
treatments (e.g., irradiation, hot-water, vapor, or other treatment) in foreign countries in 
accordance with phytosanitary procedures specified by the Agency. APHIS has designed these 
procedures to identify and mitigate pest risks through actions taken in the country of origin and 
prevent non-treated or infected commodities from reaching the United States. These activities 
are paid for by the exporters through trust fund accounts designed specifically for this purpose. 
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Currently, there are pre-clearance programs in 26 countries. One of the largest is in Chile, which 
pre-clears a total of 155 different commodities. In 2006, this allowed the safe shipment of 
horticultural goods with a value of over $1.5 billion. APHIS also supervises the treatment of 
mangoes in 11 countries. Other major examples of pre-clearance activities include flower bulbs 
and perennials from the Netherlands, citrus from Spain, sand pears from Korea, and citrus and 
deciduous fruit from South Africa. Besides protecting the United States from animal and plant 
pest and disease risks, these pre-clearance programs provide American consumers with a variety 
of fresh fruits and vegetables, as well as create safe trade-economic growth opportunities for 
developing countries in Central and South America, Caribbean, Africa, and Asia. APHIS has 
reported no outbreaks of pests or diseases tracing back to pre-cleared commodities. See Table l 
in the Appendix for additional infonnation on pre-clearance activities. 

3.1.5. Capacity Building and Technical Assistance 

APHIS' international and domestic staffs provide international assistance and capacity building 
in animal and plant health infrastructure to developing countries. APHIS has a strategic interest 
in providing this assistance to these countries to improve their regulatory infrastructure and 
technical expertise. Doing so increases the likelihood that any agricultural and food exports to 
the United States meet U.S. standards and do not introduce foreign pests or diseases. 

AP HIS most often provides technical assistance in cooperation with other U.S. Government 
agencies, including USDA's Foreign Agricultural Service, the U.S. Agency for International 
Development (USAID), the Department of State, and the U.S. Trade Representative, assuring 
that our capacity building efforts fit into larger foreign policy goals. In this context, international 
capacity building is one means of achieving our safeguarding objectives while also supporting 
the United States' interests abroad. During an 18-month period in FY 2005 and 2006, APHIS 
employees participated in at more than 289 activities related to international technical and 
regulatory capacity building. Those activities involved technical assistance and training 
programs worldwide. 

The International Technical and Regulatory Capacity Building staff (ITRCB) tracks our capacity 
building efforts, measure results, and set priorities to achieve our overall strategic objectives. 
The ITRCB is responsible for assuring that capacity building activities consider wider U.S. 
interests, availability of support from other organizations, the needs of the recipient country, their 
ability to follow through, and the impact on other priorities and responsibilities. As part of these 
efforts, APHIS provides trainings such as foreign animal disease surveillance, epidemiology, 
emergency preparedness and response (e.g. foot-and-mouth disease and avian influenza); export 
and import regulations, health certification, and pest and disease risk and pathway analyses; 
biotechnology regulatory procedures and processes; national animal and plant health 
infrastructures and delivery of services; sanitary and phytosanitary regulations development; 
wildlife control techniques and diagnostics; regulation of veterinary vaccines, diagnostic test 
kits, and laboratory procedures; livestock identification techniques and procedures; and pest-free 
area assessments. 
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One of the most significant recent examples is our support of the Africa Growth and Opportunity 
Act (AGOA). The goal of AGOA is to strengthen Africa's safeguarding capacity and facilitate 
African exports to the United States and elsewhere. USDA and USAID have jointly developed a 
5-year program to strengthen Africa's plant health infrastructure. Other activities that have 
occurred under the auspices of AGOA include recognition of disease-free regions in Namibia 
(especially for FMD) and beginning the certification process to allow beef imports from 
Namibia; rapidly developing alternative treatments to assure continued market access for South 
Africa following detections of quarantine pests in agricultural shipments; resolving critical food 
aid issues that inhibited grain from reaching hunger-stricken areas; providing training in risk 
analysis; and developing plant pest survey and detection protocols. 

Another important facet of capacity building is hosting foreign officials interested in learning 
about APHIS activities. Activities include formal training courses and consultations or meetings 
where foreign officials gain a better understanding of the ways AP HIS controls pests and 
diseases, regulates trade, and protects its borders from invasive species. These initiatives have 
long-term impacts on our ability to work with foreign counterparts in advancement of U.S. 
objectives with individual countries and international organizations. The APHIS International 
Visitors Center hosted nearly 600 individuals from 49 countries in 2007. This is nearly six times 
more than the previous year, reflecting the interest of foreign regulatory officials in 
understanding and working with our quarantine system. 

3.2. Sanitary and Phytosanitary Trade Management 

APHIS officials help resolve sanitary and phytosanitary (SPS) trade barriers by working with 
foreign counterparts to eliminate unjustified SPS measures; negotiate science-based import 
requirements and standards; and intervene to release U.S. shipments held at foreign ports due to 
SPS related concerns. APHIS' efforts are key to protecting and expanding U.S. access to foreign 
markets worth miJJions of dollars in agricultural trade annually. 

Because ofits technical expertise and regulatory authority, APHIS plays an important role in 
resolving these technical trade issues, on the basis of science and international standards, and 
facilitating safe and fair agricultural trade. APHIS' personnel play an active and ongoing role in 
intervening to negotiate the release of U.S. shipments held in foreign ports due to animal or plant 
health concerns or barriers. 

In just a single quarter-the fourth quarter of FY 2007-APHIS accomplished the following in 
its trade facilitation efforts: 

US. agricultural shipments released-APHIS overseas officials intervened to release individual 
shipments of U.S. commodities detained at foreign ports because of an SPS or health 
certification problem. APHIS successfully obtained the release of 69 individual shipments, 
worth more than $16 million. See Table 2 in the Appendix for additional information on 
shipments released. 
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Markets retained-Foreign regulatory requirements or a change in the pest or disease status in 
the United States can jeopardize existing export markets. To retain access to export markets in 
these situations, APHIS negotiates new import conditions or protocols, provides information 
about U.S. pest or disease control programs, and presents scientific information. APHIS efforts 
resulted in the retention of 5 export markets, worth more than $9 million in total. See Table 3 in 
the Appendix for additional information on markets retained. 

Markets expanded-APHIS is continually seeking to improve the conditions for U.S. 
agricultural exports. This can involve eliminating certain testing requirements, expanding the 
area eligible to export a commodity, or modifying treatment requirements. APHIS negotiations 
resulted in expanded access for 10 commodities worth more than $11 million annually. See 
Table 4 in the Appendix for additional information on markets expanded. 

New market access-APHIS assists the Foreign Agricultural Service by engaging trade partners 
to obtain access to markets that were not previously open to U.S. exports. This involves 
negotiating new import conditions with the importing country. APHIS opened 8 new markets 
worth an estimated $895,000 annually. See Table 5 in the Appendix for additional information 
on new market access. 

4. Funding* 

APHIS receives funds through appropriations, user fees, and agreements to support international 
activities. In FY 2007, these sources provided the Agency with $93.663 million to conduct 
activities overseas. Of this total, APHIS spent $88.869 million and plans to carryover the 
remaining portion into FY 2008. 

4.1. Appropriated Funds 

In FY 2007, the U.S. Congress appropriated APHIS $846.23 million. Of that amount, the 
Agency had approximately $87.089 million available to conduct international activities, about 
ten percent of the Agency's total appropriations. The table lists the line items supporting the 
Agency's international activities. They are annual appropriations, with the exception of no-year 
authority included in the entire Fruit Fly Exclusion and Detection and Highly Pathogenic Avian 
Influenza line items and 25 percent of the Screwworm line item. 

AP HIS uses the majority of these appropriated funds to support fruit fly and screwworm 
eradication and control programs in Mexico and Central America. The Agency uses the rest of 
the funds for key safeguarding and trade functions throughout the world. APHIS also receives 
funding from the governments of Mexico, Panama, and Guatemala to support the fruit fly and 
screwworm programs. For the screwworm program, Mexico and Panama contributed $1.75 and 
$1.1 miUion, respectively. For the fruit fly program, Guatemala and Mexico each contributed $1 
million. The Foot and Mouth Disease/ Foreign Animal Diseases and Trade Issues Resolution 
and Management line items support our safeguarding and trade activities. Additionally, AP HIS 
spends small portions of other line items in Mexico and the Caribbean to support domestic 

•The discussion of funds in this report does not include the use of emergency funds. 
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programs such as Boll Weevil and Pest Detection. APHIS uses the Physical and Operational 
Security line item to pay for its share of the State Department's Capital Security Cost-Sharing 
Program, which is our share of a $16 billion Federal effort to construct 150 new embassies over a 
12-year period. Federal agencies in U.S. overseas diplomatic facilities pay a share based on their 
number of overseas staff. 

Appropriated Funds Available for International Activities 
FY 2007 

Line Item Dollars • Puroose 
Foot and Mouth Detect and control outbreaks of foreign animal 
Disease/ Foreign 

8,695,000 diseases throughout the world by participating in 
Animal Diseases cooperative animal disease surveillance, control, 

· and eradication programs. --
Fruit Fly Exclusion I Work with Guatemala and Mexico to eradicate 
and Detection • Mediterranean fruit flies and prevent movement 26,544,000 

north of Chiapas, Mexico and to eradicate 
Mexican fruit flies near the U.S.-Mexico border. 

Highly Pathogenic Carry out international capacity building 
Avian Influenza* 9,176,000 activities throughout the world to prevent, detect, 

and eradicate avian influenza. 
Physical Security* Contribute to the Capital Security Cost Sharing 

3,487,000 program to construct 150 new embassies. 
Department of State calculates our contribution 
based on the number of overseas staff. 

Screwwonn Prevent infestation of screwworm flies in the 
27,753,000 United States by working with Mexico, Panama, 

and other Central American countries. 
Trade Issues Resolve and manage trade issues by negotiating 
Resolution and trade regulations and free trade agreements, 
Management* 11,010;000 setting international standards, providing 

technical assistance, and facilitating capacity 
building activities. 

Tropical Bont Tick 424,000 Support surveillance and control activities in the 
I Caribbean. 

I Total $87,089,000 

• APHIS splits these line items between domestic and international programs. This table only shows the 
international program. 
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4.2. User Fees 

Congress authorizes APHIS to collect and spend Agricultural Quarantine and Inspection (AQI) 
User Fees to conduct an agricultural inspection program for international passengers and cargo, 
now operated jointly with the Department of Homeland Security's Customs and Border 
Protection. APHIS uses a small portion of these funds to conduct pre-departure inspections of 
U.S.-bound passenger baggage from the Dominican Republic (as discussed in the section on 
classical swine fever) and in Mexico and to conduct risk analyses overseas. In FY 2007, the 
Agency spent $5.391 million in user fees for overseas activities. 

4.3. Agreements 

APHIS receives funds to support its international activities from other Federal agencies 
(reimbursable funds) and foreign agricultural producers (trust funds). In FY 2007, APHIS 
received $433,000 in reimbursable funds from other agencies that use our resources, facilities, or 
staff experts. APHIS also utilized trust funds of about $750,000 from overseas producers for 
APHIS' work to pre-clear commodities for export to the United States. 

5. Personnel and Locations 

APHIS has 129 U.S. direct hire positions supporting international activities at headquarters (53) 
and overseas (57), which include civil service, Foreign Service and U.S. contractor 
appointments. In addition, APHIS has a total of 151 Foreign Service Nationals (local hires) 
working in offices overseas. 

The bulk of APHIS' international staff has and continues to be devoted to the screwworm and 
Medfly eradication and control programs in Mexico and Central America. The Agency's 
remaining international staff works in programs such as foot-and-mouth disease (FMD) 
eradication in South America, pre-clearance activities around the world, trade facilitation, 
capacity building, and global pest and disease surveillance. 

APHIS has offices in 53 overseas locations in 44 countries; Some countries, such as Mexico and 
Brazil, have multiple APHIS offices to manage various safeguarding programs. In addition, 
APHIS has experts positioned in key international organizations, such as the Food and 
Agriculture Organization (F AO) in Rome, Italy, and the International Organization for Animal 
Health (OIE) in Paris, France. The three AP HIS employees at F AO focus on international 
activities related to highly pathogenic avian influenza. Our employee at the OIE focuses on the 
animal health international standard setting program. 

Table 6 in the appendix shows the current number of personnel and the activities of APHIS 
offices, along with expenditures in each country as of October 2007. 
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6. Conclusion 

APHIS' safeguarding strategy in a global context includes both inspection and exclusion 
activities at U.S. borders as well as overseas collaboration with foreign governments on 
programs to monitor and respond to potentially hannful invasive species and prevent their spread 
to the United States. This report lays out the foundation that is currently in place. APHIS has 
deployed resources around the world in strategic locations. However, these locations may play a 
different role as time goes on. For example, an office working on highly pathogenic avian 
influenza may have a new purpose when a new threatening disease emerges. APHIS has 
developed a 5-year international strategic plan that discusses possible challenges that may pose a 
threat to U.S. agriculture, strategy on how to deal with the challenges, and prioritization on 
action plans. 
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Appendix 

Table I: Pre-Clearing Exports 

I Value of U.S.-Bound Exports Cleared 
(2006-2007 Produ(!tion and Shipping Season) 

Re~ion Count!)'. Dollars 
South America Argentina ~~,666,000 

Brazil 17,000,000 
Chile 1,500,000,000 
Ecuador 27,000,000 
Peru 43,700,000 

North America Mexico 718,000,000 
···~ 

Central America Costa Rica 2,760,000 
Guatemala 27,000,000 
Nicaragua 4,440,000 ; 
Jamaica 702,000 
Haiti 1,500,000 
Dominican Republic 11,000 

Europe and Middle East Netherlands/Turkey 166,500,000 
Belgiwn I 684,000. 
Israel Undetermined -·-
Great Britain and Ireland 3,630,000 
Spain 70,000,000 

Asia and Pacific i New Zealand 75,000,000 ·-
Japan 507,000 
Korea 28,800,000 
Philippines 113,000 

Africa South Africa 76,350,000 
Total $2,820~363,000 
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Table 2:. Facilitating Trade 

Value of U.S. Agricultural Exports Released 
(Fourth Quarter of FY 2007) 

Country Commodity Value 
China Hides and skins $160,000. 

Seafood 3,000 
i Japan Timothy hay 17,847 • 
Korea Bovine semen 45,000 

··-
•Corn 88,760 
Pet food 620,000 1 

Porcine serum 288 
Mexico Apricots 30,000 

Bovine semen 11,000 
Pears and peaches 50,000 i 

Singapore Pet food 9,000 I 

Spain : Wheat 10,200,000 
Amaranth grain 26,000 

Taiwan Animal feed additives 27,152 
Apples 38,528 
Avian vaccines 9,145 
Blueberries 18,000 
Celery 5,120 
Cherries 47,880 
Com 88,697 

• Fetal bovine serum 269,928 
Fish feed 23,655 
Logs 1,760,776 
MeJons . 77,850 
Nectarines i 67,615 
Oranges 21,373 
Peaches 94,247 • 
Peaches/nectarines 12,152 
Pet food 261,823 
Plums 50,064 
Potatoes 37,665 
Soybeans 1,071,211 
VegetabJes 7,024 
White oak logs 6,923 I 

Venezuela Com oil I,728,900 I 
Total $16.986,623 I 
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Table 3: Retaining Export Markets 

Not all market values have been calculated and are listed as undetermined. 

Count Value 
$3,000 

Mexico 9,000,000 
Bovine emb os Undetermined 

Panama Bovine semen 300,000 
. Uru ua Live horses 90,000 
1 Total $9,393,000 • 

Table 4: Expanding Export Markets 

Not all market values have been calculated and are listed as undetermined. 

Value of Export Markets Expanded 
(Fourth Quarter FY 2007) 

Country i Commodity Value 
Costa Rica Swine and swine semen $200,000 
Hong Kong Poultr.Y meat 215,000 ! 

Japan Poultrv and poultry products 300,000 
Processed eggs for animal feed 240,000 
Stone-fruit for processing 4,500,000 
Poultrv and poultry products 500,000 

Mexico Dairy cattle 700,000 
Russia Poultrv and poultry meat Undetermined 
Turkey Pet food 4,500,000 
South Africa Swine semen • Undetermined 
Total $11,155,000 
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Table 5: Accessing New Markets 

Not all market values have been calculated and are listed as undetermined. 

Value of New Markets 
(Fourth Quarter FY 2007} 

Country Commodity Value 
Albania Bovine semen $75,000 
Bolivia Poultry genetics Undetermined 
Costa Rica Live cattle 20,000 
European Union Captive bred parrots Undetermined 
Guatemala Poultrv and feather meal Undetermined 
Nicaragua Equine semen Undetermined 
Panama Live cattle 300,000 
Turkey Live cattle 500,000 

1 Total $895,000 
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Table 6: Overseas Locations and Resources 

This table shows how APHIS deployed resources for international activities and where activities took place in FY 2007. The data does not 
include emergency funds such as avian influenza supplemental. 

Number of 
Activities at a Glance 

Locations (53) Employees FY2007 Description of Activities 
I Local U.S. Hire Safeguarding Trade 

Africa (6) 

Covers nearby countries with developing agricultural infrastructures 

EGYPT- Cairo 1 3 $459,649 ./ ./ and those desiring to increase their international trade opportunities; 
provides technical assistance for U.S. agricultural interests abroad; 
and seeks additional access for U.S. exports . 

GHANA- Accra 0 0 $140,285 ./ ./ Assists USAID with capacity building projects in Africa. 

Assists in releasing U.S. agricultural shipments; supports the 

SENEGAL- Dakar 1 1 $618,017 ./ ./ African Growth and Opportunity Act initiative; coordinates pest risk 
assessments in Africa; and provides trade assistance to USDA's 
Foreign Agricultural Services. 

SOUTH AFRICA-
./ ./ 

Assists governments and private exporters/importers with 
Cape Town and 2 4 $830,196 agricultural trade in sub-Saharan Africa and conducts safeguarding 
Pretoria and pre-clearance activities. 

UGANDA- Kampala 0 0 $141,925 ./ ./ Assists USAID with capacity building projects in Africa. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY2007 
U.S. Hire Local 

Asia (12) 

BURMA- Rangoon 0 l $36,291 

CAMBODIA- Khan 
DaunPenh 

0 l $26,052 

CHINA- Beijing 
I 

2 3 $666,681 

INDIA- Delhi 0 0 $50,000 

Activities at a Glance 
------ Description of Activities 

Safeguarding Trade 

-

../' 
Set up in 2007 as part ofUSDA's international response to avian 
influeµza and works with community animal health workers and 
non-profit organizations. 

../' 
Set up in 2007 as part ofUSDA's international response to avian 
influenza and works with local governments, community animal 
health workers, and non-profit organizations on avian influenza. 

Works with U.S. embassies and host government officials in 

../' ../' 
China, Hong Kong, Macau, and Mongolia to ensure the release of 
U.S.-origin agricultural commodities at Chinese ports of entry and 
coordinates with counterparts on animal and plant pests and 
diseases of concern . 

../' Set up in 2007 to conduct pre-clearance activities. 
~-
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY2007 
U.S. Hire Local 

"""""" -

INDONESIA- Jakarta 1 2 $230,361 

-

JAPAN- Tokyo 2 3 $1,066,720 

LAOS- Vientiane 0 1 $18,355 

PHILIPPINES- Manila 1 3 $201,569 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

Set up in 2006 as part of USDA's international response to HPAI 

../ 
to coordinate our HPAI activities; works with local governments, 
animal health workers, and non-profit organizations; and partners 
with U.S. universities and institutions on HPAI research and 
training. 
Addresses plant and animal health issues in regard to trade; seeks 

../ ../ 
additional access and market expansion for U.S. products; pre-
clears Unshu oranges and Aomori apples; advises 16 Asian 
countries on agriculture health issues, and serves as liaison in Asia 
with Asia-Pacific Economic Cooperation, OIE, and F AO. 

../ 
Set up in 2007 as part of USDA's international response to HPAI 
and works with local governments, community animal health 
workers, and non-profit organizations on HP AL 

Covers a total of 13 countries in the Pacific; administers pre-

../ clearance activities in New Zealand, Australia, the Philippines, 
Singapore, and Thailand; addresses SPS trade problems to ensure 
U.S. agricultural exports are accessible to foreign countries. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 
Employees 

Locations (53) FY2007 
U.S. Hire Local 

SOUTH KOREA-
1 2 $489,619 

Seoul 

~- -- ---- '---- ---

TAIWAN- Taipei 1 1 $430,379 

THAILAND- Bangkok 2 3 $328,598 

Europe (5) 

AUSTRIA- Vienna 2 1 $613,341 

---

Activities at a Glance 
,_____ 

Description of Activities 
Safeguarding Trade 

Works with counterparts in eight countries on inspection and 

../ 
treatment of plant commodities; addresses and resolves SPS trade-
related issues; seeks new market access and expanding and 
retaining existing markets; and facilitates the release of U.S. 
shipments detained at oorts. 

../ ../ Works within the American Institute of Taiwan to improve trade 
r~lations with Taiwan and works on HPAI in northeast Asia. 
Set up in 2006 as part ofUSDA's international response to HPAI 

../ and serves as the regional hub for APHIS' HPAI activities and 
works with FAO, OIE, and WTO offices to coordinate responses 
to HPAI. 

--

Manages trade issues for Russia, non-EU Eastern European 

../ countries, and the Commonwealth of Independent States; 
negotiates access for U.S. commodities; explains SPS aspects of 
entry into U.S. markets and advances international standards. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY2007 

U.S. Hire Local 

BELGIUM- Brussels 2 2 $1,173,456 

FRANCE- Paris l 0 $260,785 

ITALY-Rome 3 0 $2,931,479 

NETHERLANDS- The 
1 2 $134,720 

Hague 
I 

South America (11) 

~RGENTINA- Buenos 
ires 

3 $230,258 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

Advocates international recognition of scientifically-based 

vi" ~ 
agricultural health standards with counterparts in the European 
Union and continues science-based interchange with the WTO-
recognized technical reference authorities for animal health, plant 
health, and food safety, all of which are located in Eurooe. 
Works with the OIE, the preeminent international standard-setting 

vi" ~ body for trade in animals and animal products to advance U.S. 
interests in animal health, animal welfare, food safety, and wildlife 
management. 

vi" 
Works with FAO's Crisis Management Center, the hub for animal 
health global, responses and provides expertise in global animal 
health crises such as HP Al. 

~ 
Works on preclearance programs for flower bulbs in the 
Netherlands, Belgium, England, Ireland, Israel, Scotland, and 
Turkey 

~ 
Works on preclearance programs and assists local governments, 
companies, and private exporters/importers with technical issues 
relating to agricultural trade with the United States. 

~-
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY 2007 
U.S. Hire Local 

-~~ 

! BOLIVIA- Santa Cruz 1 2 $775,019 

BRAZIL- Brasilia and 
Sao Paulo 

3 5 $1,298,385 

-
CHILE- Santiago 2 22 $1,730,259 

COLOMBIA- Bogota 1 12 $1,208,085 

ECUADOR- Quito 0 1 $39,097 

PARAGUAY-
0 0 $315,486 

Asuncion 

PERU-Lima 0 1 $82,638 

URUGUAY-
0 2 $181,064 

Montevideo 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

~ 
Provides expertise on animal health issues-chiefly, foot and 
mouth disease eradication and works on plant health and technical 
and regulatory capacity-building. 

~ ./ 
Conducts animal and plant health safeguarding activities; pre-
clearance of agricultural products; and provides SPS assistance to 
FAS. 
~-

./ 
Conducts pre-clearance of agricultural products and assists 
governments, companies, and private exporters/importers with 
technical issues relating to agricultural trade. 

·-

~ ./ Provides assistance and expertise regarding foot and mouth disease 
eradication, trade issues, pest risk analysis, and health crises. 

./ Assists governments, companies, and private exporters/importers 
with agricultural trade issues. 

~ Assists Inter-American Institute for Cooperation on Agriculture 
with safeguarding projects. 

~ ./ Works on U.S. animal and plant health issues and interests and 
conducts pre-clearance of mangoes and asparagus. 

~ Provides expertise on plant and animal health issues in Uruguay 
and Paraguay. 
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Table 6: Overseas Locations and Resources -Continued 

Number of 

Locations (53) 
Employees 

FY2007 
U.S. Hire Local 

VENEZUELA-
0 l $103,513 

Caracas 

Central America (6) 

BELIZE- Belmopan 0 1 $121,338 

COST A RICA- San 1 4 $879,226 
Jose 

GUATEMALA-
3 10 $19,577,407 

Guatemala City .. 

' 

HONDURAS-
0 1 $820,884 

Tegucigalpa 

------·-····--- ·- .. 

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

./ Supports local authorities on FMD and other foreign animal 
disease issues. 

./ ./ Supervises Medfly trapping; oversees pre-clearance activities; and 
works on plant health, HP AI surveillance, safeguarding, and trade. 

Works with the Inter-American Institute for Cooperation for 

./ ./ 
Agriculture (IICA) regarding agricultural trade throughout the 
hemisphere to allow access of U.S. commodities throughout the 
Americas; works on prevention of FMD and other foreign animal 
diseases; and conducts mango pre-clearance activities. 
Serves as headquarters for Medfly eradication in Central America; 
conducts surveillance and monitoring activities and maintenance of 

./ ./ sterile insect production facilities; conducts animal health 
surveillance and training to local officials; negotiates protocols for 
the import of U.S. products; and facilitates the release of detained 
U.S. agricultural shioments. 
Works on prevention ofFMD and other foreign animal diseases 

./ and conducts plant health surveillance and capacity building for 
HPAI. 
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Table 6: Overseas Locations and Resources - Continued 

---
Number of 

Locations (53) 
Employees 

FY2007 
U.S. Hire Local 

NICARAGUA-
Managua 

1 1 $664,398 

PANAMA- Panama 
City 

7 5 $11,321,303 

Caribbean (5) 

DOMINICAN 
REPUBLIC- Santo 2 6 $3,057,236 
Domingo 

HAITI- Port-au-Prince 1 11 $720,466 

JAMAICA- Kingston 
I 4 $182,037 

and Montego Bay 

TRINIDAD- Port-of-
0 l $6,293 

Spain 
-

. --· ·------·----

' 
Activities at a Glance 

Desuiption of Activities 
Safeguarding Trade 

<ti" ~ 
Works on prevention ofFMD and other foreign animal diseases; 
conducts plant health surveillance and capacity building for HP Al; 
and conducts mango pre-clearance. 

<ti" 
Manages the screwworm facility in Panama and an animal health 
diagnostic laboratory. See detailed discussion of APHIS' 
screwwoflll program in section c. 

---

Works on Tropical Bont Tick surveillance, conducts safeguarding ~ activities such as plant health, classical swine fever, and HP AL 

~ 
I 

~ 
Conducts year-round mango preclearance; facilitates capacity-
building workshops on HPAI; and assists in coordination efforts of 
classical swine fever eradication. 
--

~ ~ Conducts year-round preclearance of 31 commodities and 
facilitates capacity-building workshops on HP Al. 

<ti" Set up in late 2007 to assist country officials with safeguarding 
activities. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) 
Employees 

FY2007 
U.S. Hire Local 

North America (8) 

CANADA- Ottawa 1 1 $309,440 

MEXICO- Mexico City 
(safeguarding), 
Tapachula (Medfly), 
Tuxtla Gutierrez 
(screwworm 
production),Guadalajara 

8 23 $15,004,552 
(mango pre-clearance), 
Uruapan (avocado pre- I 

clearance), Reynosa 
(Mexfly), and Tijuana 
(Mexfly and 
safeguarding) 

---------·--·· ····-

Activities at a Glance 
Description of Activities 

Safeguarding Trade 

~ ~ Works on trade resolutions and prevention efforts of FMD and 
other foreign animal diseases. 

, These offices manage a large and diverse animal and plant 
health portfolio including: SPS trade issues; cooperative 
pest/disease surveillance, diagnostics and eradication programs; 
and, large preclearance inspection programs (valued at $750 
million) for mangoes, citrus, and avocados. Because of 
Mexico's proximity to the United States and the risk of pests or 

~ ~ 
diseases crossing the border, APHIS works with its Mexican 
counterparts to mitigate the migration and establishment of plant 
pests such as exotic fruit flies, boll weevil, pink bollworm, 
hydrilla and animal diseases such as tuberculosis, brucellosis, 
cattle tick fever, avian influenza, exotic Newcastle disease and 

' wildlife-vectored rabies. APHIS also provides technical s~pport 
at a diagnostic reference laboratory in Mexico City that 
identifies animal diseases and a sterile screwworm production 
facility. 
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Table 6: Overseas Locations and Resources - Continued 

Number of 

Locations (53) Employees FY2007 
U.S. Hire Local 

Headquarters 

Activities at a Glance 

Safeguarding Trade 

0 ' $19,294:r-v" i UNITED STATES- DC 
53 ./ 

Area 
i 

~--~ 

Grand Total 110 151 $88,968,801 .. 

Description of Activities 

Supports overseas activities throughout 53 locations in 44 
countries by providing management and administrative support, 
coordinating trade negotiations, and working with other Federal 
age~cieson ,..,,.,,. .. r11 ..... t,,.r1 efforts. 



USDA -
United States Department of Agrlcufture 

MAR a·o 2009 

The Honorable Rosa DeLauro 

Office ot the Secretary 
Washington, O.C. 20250 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madrun Chairwoman: 

I run writing to inform the Subcommittee about the relocation of the Animal and Plant Health 
Inspection Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, 
Florida, to Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, AP HIS merged three regional detector dog training centers that had been 
operating in Miruni, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teruns to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal year 2002, the NDDTC has drrunatically expanded its staff and operations to meet the need 
for additional detector dog teruns at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teruns for State departments of agriculture and foreign ministries of agriculture. Given the 
drrunatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

An Equal Opponuntty E~ 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation toNewnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2. 7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, l3 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displac.ed 

·employees through APHIS' Career Transition Assistance Program(CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Congressman Kingston and Senators Kohl and Brownback, as well as Members 
from the affected districts. 

Sincerely, 

~~ 
Secretary 

http:displac.ed


MAR 3 0 2009 

The Honorable Jack Kingston 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

1 I am writing to inform the Subcommittee about the relocation of the Animal and Plant Health 
Inspection Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, 
Florida, to Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
AP HIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(OHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal year 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 

I increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 

1 
dramatic increase in requests for canine training at State and international levels, the 

· commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

An Equal Opponunily EqJtoyer 



The Honorable Jack Kingston 
Page2 

The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APillS' Career Transition Assistance Program (CT AP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Congresswoman DeLauro and Senators Kohl and Brownback, as well as 
Members from the affected districts. 

Sincerely, 

~!tilt..._ 
~o~~i~s:ck 
Secretary 
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The Honorable Herbert Kohl 

United State• Department of Agriculture 

Office of the Secretary 
washlngton, D.C. 20250 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Buikling 
Washington, D.C. 20510 

Dear Mr. Chairman: 

I am writing to inform the Subcommittee about the relocation of the Animal and Plant Health 
Inspection Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, 
Florida, to Newnan, Georgia This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco. California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APH1S-trained detector dogs work with inspectors from the Department of Homeland Security 
(DRS) at international airports and border crossings to check baggage and cargo entering the 
United States. ln addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal year 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 milJion in years 6-10, 
$2.4 million in years 11-15, and $2. 7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan' s proximity to 
Atlanta International Airport will provide the program with more "on-the-Job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia. while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CT AP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Senator Brownback, CongresswomanDeLauro, and Congressman Kingston, as 
well as Members from affected districts. 

Sincerely, 

~=L-
Secretazy 
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The Honorable Sam Brownback 

USDA -
United St.ates Department of Agriculture 

Office of the Secretary 
Washington, O.C. 20250 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-4403 

Dear Senator Brownback: 

I am writing to inform the Subcommittee a.bout the relocation of the Animal and Plant Health 
Inspection Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, 
Florida, to Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal year 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and AP HIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 
20-year period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living 
than Orlando. The second reason is proximity to a busy international airport. Newnan's 
proximity to Atlanta International Airport will provide the program with more "on-the-job" 
training opportunities for new canine teams, given that the Atlanta airport has more than twice 
the amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number ofleases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CT AP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Senator Kohl, Congresswoman DeLauro, and Congressman Kingston, as well as 
Members from the affected districts. 

Sincerely, 

_ Secretary 
-··· -~··-···~-·---· 
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The Honorable Bill Nelson 
United States Senate 
716 Senate Hart Office Building 

. Washington, DC 20510 

Dear Senator Nelson: 

USDA -
United States Department of Agriculture 

Office of the Secrelary 
INashington.D.C.20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida .. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7 ,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal 2002, the NDDTC has dramatically expanded its staff and operations to meet the need for 
additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train OHS agricultural specialist canine handlers, and APHIS' exploration 
of the· use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

An Equal Opportunity Emplover 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2. 7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

'Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to (":Jeorgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~(__ 
Secretary 
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The Honorable Mel Martinez 
United States Senate 

United States DefNlrtment of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

356 Russell Senate Office Building 
Washington, DC 20510 

Dear Senator Martinez: 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffmg levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost ofliving than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~~L-
Secretary 
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The Honorable Corrine Brown 
U.S. House of Representatives 

USDA -
United Sta1ea Department of Agrfcuttunt 

Office of !he Secretary 
wastllngton, D.C. 20250 

2336 Rayburn House Office Building 
Washington, D.C. 20515-0903 

Dear Congresswoman Brown: 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international traveL 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

http:inspectio.ns
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http:NewYo.rk


The Honorable Corrine Brown 
Page2 

The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation). plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2. 7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lowe.r cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area, We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 
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United Statea Department of Agriculture 
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The Honorable Ginny Brown-Waite 
U.S. House of Representatives 
414 Cannon House Office Building 
Washington, D.C. 20515-0905 

Dear Congresswoman Brown-Waite: 

Office of Iha Secretary 
Washington, D.C. 20250 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic peS,t detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

An Equal e>pponunlty E~ 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than OrlandQ. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on persormel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

I/JI ~LL-'--
iL:J:'ho~ilsack 
! Secretary . -·-·-------·---·---------···------·--···---··· 
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The Honorable Alan Grayson 
U.S. House of Representatives 

USDA -
United States DePllf'llM!d of Agrlcultun1 

Office of the Secn:ltary 
washington, D.C. 20250 

1605 Longworth House Office Building 
Washington, D.C. 20515-0908 

Dear Congressman Grayson: 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, AP HIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
AP HIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7 ,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 :miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CT AP). CT AP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U,S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development. Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

Ul-l\t/££-, '-
Th~il~k 
Secretary 
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The Honorable Bill Posey 
U.S. House of Representatives 

United States Department of Agriculture 

Office of the Secretary 
Washington. D.C. 20250 

132 Cannon House Office Building 
Washington, D.C. 20515-0915 

Dear Congressman Posey: 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
AP HIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as' the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

&~(_ 
Secretary 
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The Honorable Suzanne Kosmas 
U.S. House of Representatives 

USDA -
United Stata Department of Agriculture 

Office of lhe Secietary 
Washington, D.C. 20250 

238 Cannon House Office Building 
Washington, D.C. 20515-0924 

Dear Congresswoman Kosmas: 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, AP HIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural sp~cialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

An Equal Opportunity~ 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $;71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan' s proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APIIlS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APIIlS' Career Transition Assistance Program (CT AP). CT AP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~~<--
Secretary 
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Honorable Saxby Chambliss 
United States Senate 

USDA -
United States Deplu1ment of Agrtcultunt 

Office of lhe Secretary 
Washington, D.C. 20250 

416 Russell Senate Office Building 
Washington, D.C. 20510-1005 

Dear Senator Chambliss: 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 



The Honorable Saxby Chambliss 
Page 2 

The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~~~ 
Secretary 
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Honorable Johnny Isakson 
United States Senate 

USDA -
United Stain Depwtrnent of Agriculture 

Office of 1he Secre&ary 
Washington, O.C. 20250 

120 Russell Senate Office Building 
Washington, D.C. 20510-1004 

Dear Senator Isakson: 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 

· of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
AP HIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 millfon. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing t.he total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CT AP). CT AP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

<22-2~~~ 
Secretary 
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The Honorable Jim Marshall 
U.S. House of Representatives 

USDA -
United States l>epllrtment of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

504 Cannon House Office Building 
Washington, D.C. 20515-1008 

Dear Congressman Marshall: 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

An Equal Opportunity Eqilower 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CTAP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

QL4~~ 
Secretary 
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The Honorable Phil Gingrey 
U.S. House of Representatives 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

119 Cannon House Office Building 
Washington, D.C. 20515-1011 

Dear Congressman Gingrey: 

I am writing to inform you about the relocation of the Animal and Plant Health Inspection 
Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, Florida, to 
Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
FISCAL 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

All Equal Opportunity~ 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing 
property. Accordingly, APHIS must relocate the program. APHIS ultimately chose Newnan, 
Georgia, as the site of the new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily for employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number ofleases and providing more 
opportunities for efficient operations in general. · 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CTAP). CT AP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. I am sending a 
similar letter to the Subcommittees on Agriculture, Rural Development, Food and Drug 
Administration, and Related Agencies of the Committees on Appropriations, U.S. House of 
Representatives and United States Senate, as well as other Members from the affected districts. 

Sincerely, 

~~~ 
Secretary 
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United States Department of Agriculture 

The Honorable Rosa DeLauro 

Office of the Secretary 
Washington, D.C. 20250 

OCT 0 2 ZOOS 

Chairwoman, Subcommittee on Agriculture, RuraJ Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

Reports accompanying the FY 2008 Consolidated Appropriations Act request a report 
that examines the effectiveness of current regulatory and inspection efforts for Phytophthora 
ramorum (P. ramorum); the risk from infected plant material; and the risk posed by the 
importation and interstate movement of P. ramorum host plants. In response to this request, we 
are pleased to submit the enclosed report. 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 trees, shrubs, and plants. It was first detected in the United States in 1995 but did 
not widely impact the U.S. nursery industry until 2003, when it was detected in nurseries in 
California, Oregon, and Washington. P. ramorum has dramatically affected ecosystems and the 
landscape of California's coast. It has spread to forested areas of California and Oregon and has 
been detected in hundreds of U.S. nurseries. 

Since FY 2002, the Animal and Plant Health Inspection Service (APHIS) has conducted a 
regulatory and control program to prevent the artificial (human-assisted) spread of P. ramorum 
from infested areas and reduce the infection level in nurseries. To achieve these goals, the 
Agency works with officials in California, Oregon, and Washington to establish quarantines, and 
require nursery inspections before host plants may be shipped interstate. These activities 
minimize the artificial spread of P. ramorum through nursery shipments while aHowing healthy 
plants to move. To date there is no evidence of any disease caused by P. ramorum being 
established outside of the quarantine area as a result of artificial movement. This program has 
protected the nation's landscape and has safeguarded several industries from enormous potential 
losses. 

An Equal Opportunity EmplOyer 
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We appreciate the Committee's interest in this program and stand ready to provide you 
and your staff with any additional infonnation and briefings you may want. We are sending 
identical letters to Congressman Kingston, and Senators Kohl and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA 
??=G5 -

United States Department of Agriculture 

The Honorable Herb Kohl 

Office of the Secretary 
Washington. D.C. 20250 

OCT 0 2 2008 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

Reports accompanying the FY 2008 Consolidated Appropriations Act request a report 
that examines the effectiveness of current regulatory and inspection efforts for Phytophthora 
ramorum (P. ramorum); the risk from infected plant material; and the risk posed by the 
importation and interstate movement of P. ramorum host plants. In response to this request, we 
are pleased to submit the enclosed report. 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 trees, shrubs, and plants. It was first detected in the United States in 1995 but did 
not widely impact the U.S. nursery industry until 2003, when it was detected in nurseries in 
California, Oregon, and Washington. P. ramorum has dnµnatically affected ecosystems and the 
landscape of California's coast. It has spread to forested areas of California and Oregon and has 
been detected in hundreds of U.S. nurseries. 

Since FY 2002, the Animal and Plant Health Inspection Service (APHIS) has conducted a 
regulatory and control program to prevent the artificial (human-assisted) spread of P. ramorum 
from infested areas and reduce the infection level in nurseries. To achieve these goals, the 
Agency works with officials in California, Oregon, and Washington to establish quarantines, and 
require nursery inspections before host plants may be shipped interstate. These activities 
minimize the artificial spread of P. ramorum through nursery shipments while allowing healthy 
plants to move. To date there is no evidence of any disease caused by P. ramorum being 
established outside of the quarantine area as a result of artificial movement. This program has 
protected the nation's landscape and has safeguarded several industries from enormous potential 
losses. 

An Eqlll'll Opportunity Employer 
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We appreciate the Committee's interest in this program and stand ready to provide you 
and your staff with any additional infonnation and briefings you may want. We are sending 
identical letters to Senator Bennett, Congresswoman DeLauro and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



USDA w 
United States Department of Agriculture 

.The Honorable Jack Kingston 

OHice of the Secretary 
Washington, O.C. 20250 

OCT 0 2 Z008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

Reports accompanying the FY 2008 Consolidated Appropriations Act request a report 
that examines the effectiveness of current regulatory and inspection efforts for Phytophthora 
ramorum (P. ramorum); the risk from infected plant material; and the risk posed by the 
importation and interstate movement of P. ramorum host plants. In response to this request, we 
are pleased to submit the enclosed report. 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 trees, shrubs, and plants. It was first detected in the United States in 1995 but did 
not widely impact the U.S. nursery industry until 2003, when it was detected in nurseries in 
California, Oregon, and Washington. P. ramorum has dramatically affected ecosystems and the 
landscape of California's coast. It has spread to forested areas of California and Oregon and has 
been detected in hundreds of U.S. nurseries. 

Since FY 2002, the Animal and Plant Health Inspection Service (APHIS) has conducted a 
regulatory and control program to prevent the artificial (human-assisted) spread of P. ramorum 
from infested areas and reduce the infection level in nurseries. To achieve these goals, the 
Agency works with officials in California, Oregon, and Washington to establish quarantines, and 
require nursery inspections before host plants may be shipped interstate. These activities 
minimize the artificial spread of P. ramorum through nursery shipments while allowing healthy 
plants to move. To date there is no evidence of any disease caused by P. ramorum being 
established outside of the quarantine area as a result of artificial movement. This program has 
protected the nation's landscape and has safeguarded several industries from enonnous potential 
losses. 

An Equal Opportunity Employer 
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We appreciate the Committee's interest in this program and stand ready to provide you 
and your staff with any additional information and briefings you may want. We are sending 
identical letters to Congresswoman DeLauro, Senators Kohl and Bennett. 

Enclosure 

SincereJy, 

Edward T. Schafer 
Secretary 



The Honorable Robert Bennett 

USDA -
United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

OCT 0 2 2008 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Senator Bennett: 

Reports accompanying the FY 2008 Consolidated Appropriations Act request a report 
that examines the effectiveness of current regulatory and inspection efforts for Phytophthora 
ramorum (P. ramorum); the risk from infected plant material; and the risk posed by the 
importation and interstate movement of P. ramorum host plants. In response to this request, we 
are pleased to submit the enclosed report. 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 trees, shrubs, and plants. It was first detected in the United States in 1995 but did 
not widely impact the U.S. nursery industry until 2003, when it was detected in nurseries in 
California, Oregon, and Washington. P. ramorum has dramatically affected ecosystems and the 
landscape of California's coast. It has spread to forested areas of California and Oregon and has 
been detected in hundreds of U.S. nurseries. 

Since FY 2002, the Animal and Plant Health Inspection Service (APHIS) has conducted a 
regulatory and control program to prevent the artificial (human-assisted) spread of P. ramorum 
from infested areas and reduce the infection level in nurseries. To achieve these goals, the 
Agency works with officials in California, Oregon, and Washington to establish quarantines, and 
require nursery inspections before host plants may be shipped interstate. These activities 
minimize the artificial spread of P. ramorum through nursery shipments while allowing healthy 
plants to move. To date there is no evidence of any disease caused by P. ramorum being 
established outside of the quarantine area as a result of artificial movement. This program has 
protected the nation's landscape and has safeguarded several industries from enormous potential 
losses. 

An Equal Opportunity Employer 
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We appreciate the Committee's interest in this program and stand ready to provide you 
and your staff with any additional information and briefings you may want. We are sending 
identical letters to Senator Kohl, Congresswoman DeLauro and Congressman Kingston. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



U.S. Department of Agriculture 
Animal and Plant Health Inspection Service 

2008 Report on the Status of the Phytophthora ramorum Program 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 tree, shrub, and plant species. It was first detected in the United States in 1995 in 
Marin County, California, but did not widely impact the U.S. nursery industry until 2003. 
Nevertheless, this pathogen has dramatically affected ecosystems and the landscape along 
California's coast. It has spread within forests of California and Oregon, and to hundreds of U.S. 
nurseries. No pathogen has ever spread across so many plant species so quickly. Detection can 
be difficult, and no practical control measures are known. Once a plant is infected, it must be 
either burned or double-bagged, and buried. Currently, P. ramorum is well established in 14 
California counties and also exists in southwest Oregon (Curry County). While P. ramorum has 
not been found in Washington's forest and urban landscapes, it has been found in the State's 
nurseries. 

The Animal and Plant Health Inspection Service (APHIS) conducts a regulatory and control 
program to prevent the artificial (human-assisted) spread of P. ramorum from infested areas and 
reduce the infection level in nurseries. To achieve these goals, tlie Agency establishes 
quarantines and requires nursery inspections before host plants may be shipped interstate. These 
activities minimize the artificial spread of P. ramon1m through nursery shipments, the most 
likely means of transporting the pathogen, while still allowing healthy plants to move. To date, 
no evidence of any disease caused by P. ramorum has been found established outside the 
quarantine area as a result of artificial movement. This program is designed to eventually 
eliminate P. ramorum from production nurseries. When the pathogen is found in a nursery, the 
program promptly suspends shipments, intensively surveys the nurseries and vicinity, and 
investigates the origin and destination of the infected material. Through these efforts, this 
program protects the nation's landscape and safeguards several industries - primarily forest, 
horticultural and small fruit agricultural industries from enormous potential losses. 

In 2003, USDA's Forest Service (FS) conducted an assessment on the risk of P. ramorum spread 
in forests. Similarly, APHIS conducted an assessment in 2004 on the risk of P. ramorum spread 
in nurseries. Both assessments found a high risk for spread and the greatest risk for 
establishment in the eastern States notably through the Appalachians. This risk level is based on 
P. rainorum 's ability to reproduce well and disperse naturally and artificially. In addition, no 
effective eradication techniques are known. The FS found a high risk for P. ramorum 
establishment in the wild since it was found outside its native distribution area. The FS also 
cited high reproduction potential due to the number of ports of entry or major destinations that 
provide a suitable climate and abundant host material. In addition, the FS rated economic risk as 
high since the disease attacks valuable products, causes tree death, and increases costs for 
production, mitigation, and regulatory compliance. Environmental risk was also rated as high, 
based on ecological disruption and biodiversity reduction. Both assessments inc1uded risk maps 
to guide their surveys. These maps indicated that vast numbers of potentially infested shipments 
were shipped nationwide in 2003 and 2004. However, surveys in eastern States have not 
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detected any P. ramorum infestations outside of nurseries. When the pathogen has been detected 
in nurseries, APHIS and States have destroyed all plants linked to SOD in affected nurseries, and 
have instituted quarantines to require nursery inspections before host plants could be sold. 

In APHIS' study, the disease level was found to be minimized by pesticides and to have a low 
infection frequency in the summer. In January 2008, APHIS analyzed several measures to 
prevent P. ramorum and the risk posed by importing and shipping host plants. Several biological 
factors, including host range and symptom variety, affect the risk of introduction and 
establishment. This study found a high risk of climate-host interaction since most eastern States 
have many hosts in suitable climates. The host range was rated as high risk based on the 
disease's virulence and host's volume. The study also found a high risk of dispersal, since the 
hosts are abundant and susceptible. Also, the environmental risk was rated as high, since the 
disease can spread naturally or artificially to areas conducive to establishment. The risk potential 
for all pathways was rated as high because the pathogen occurs in forests and in regulated 
articles, and because few effective treatments exist. 

APHIS addresses these risks by enforcing quarantines in affected areas, updating the host list as 
necessary, and amending survey protocols in high-risk situations. In addition, APHIS may 
conduct follow-up activities to ensure that all instances of P. ramorum are detected and 
addressed promptly. Communication and coordination are vital as well. APHIS communicates 
regularly with other governmental entities and industry groups involved in the program. In 
addition, the Agency is working with industry to enforce uniform compliance agreements and 
implement best management practices (BMPs). Toward this end, APHIS is working to establish 
a standing science panel to quickly address issues as they arise. In addition, APHIS is 
developing enhanced diagnostic tools for use by State and university laboratories. For example, 
APHIS has been developing a field diagnostic test for P. ramorum that should be available for 
use on regulatory samples by the 2009 testing season. This new technology will enable the 
program to quickly and accurately identify the pathogen in the field. 

In November 2007, AP HIS conducted a risk analysis to assess the risks of importing P. ramorum 
host plants, and the risks of moving the pathogen domestically through these hosts. This analysis 
found a high risk associated with both the importation and domestic movement of hosts and host 
products from infested areas without specified growing, inspection, and certification 
requirements. APHJS reached this. conclusion since P. ramorum hosts are widely distributed, 
abundant, and susceptible. In addition, the pathogen has more than one disease cycle per 
growing season, infections may remain undetected for years, and there is demonstrated long 
distance dispersal through trade as well as likely long distance dispersal by natural means. 
APHIS' analysis identified several major pathways that facilitate the movement of P. ramorum, 
and rated the overall risk potential for all pathways as high. The study noted considerable 
challenges in devitalizing P. ramorum because it occurs in forests and regulated articles, 
treatment options are limited, and the efficacy of these treatments is limited. Pathway mitigation 
measures include chemical, physical, and cultural and biological treatments. 
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To address these risks, APHIS carries out phytosanitary measures to restrict the movement of 
host plant materials from the European Union. APHIS requires that host plant materials be 
accompanied by a phytosanitary certificate affirming the origin from a nursery that is tested 
annually and found free of P. ramorum, and that the plants are found free of the pathogen before 
export. In addition to APHIS' measures, the national plant protection organization (NPPO) of 
the exporting nation conducts annual surveys of nurseries exporting these materials to ensure that 
those nurseries are free of P. ramorum. Further, the NPPO inspects all host material shipments 
to the United States, and samples test plants bearing P. ramorum symptoms. 

Domestically, APHIS has established regulations requiring nurseries in quarantined areas to be 
tested annually for P. ramornm symptoms. These regulations also require inspections before 
interstate movement. In addition, nurseries in regulated areas of California, Oregon and 
Washington State must have annual and pre-shipment inspections of host materials before 
interstate shipment. If the pathogen is detected during any inspection process, APHIS will 
immediately initiate control efforts. Currently, APHIS is promulgating a rule to enable fall 
inspections of at-risk nurseries in California, Oregon, and Washington. These nurseries are now 
inspected only in the spring. The additional inspections will enhance APHIS' capability to 
rapidly detect and address infested nurseries, and prevent shipments of infected plants. The rule 
also would lift inspection requirements for nurseries in those States that do not carry host 
materials. This aspect of the rule would reduce shipment delays, and would enable the Agency 
to conduct additional inspections where they are most needed. 

In addition to regulatory efforts, APHIS is promoting a systems approach to P. ramorum 
management in the three States. Under this approach, at-risk nurseries would adopt BMPs, clean 
stock programs, or pest-free production areas to preclude or prevent P. ramorum establishment 
in nurseries. APHIS is encouraging nurseries to inspect all incoming stock, monitor nearby host 
plants for P. ramorum symptoms in the spring and summer, and avoid exposing host plants to 
irrigation and standing water. If nurseries follow these and other practices and comply with State 
and Federal regulations, they can assure that only high quality healthy plants are shipped. In 
Oregon, a coalition of the Oregon Department of Agriculture, Oregon State University, and the 
Oregon Association of Nurseries is conducting a pilot .. Grower Assisted Inspection Program" 
(GAfP). APHIS is supporting the development of this promising program. The GAIP consists 
of on-line training and a training certification program for growers, BMPs with monitoring to 
reduce all Phytophthora species from nursery production, documentation of efforts and results, 
and an audit system to validate compliance. Although the California Department of Food and 
Agriculture has not adopted a complete systems approach, they are establishing a pilot program 
to evaluate BMPs at select nurseries. This effort is designed to infonn nurseries of measures that 
should reduce the risk of P. ramorum introduction and establishment in their nurseries. 
Washington State has developed training for nursery employees that should mitigate the risk. 
APHIS would eventually like to harmonize the BMPs used by each of the three States. 



MAY 1 7 2010 

The Honorable Sam Farr 
U.S. House of Representatives 

Unhed States Department of Agriculture 

Office of the Secretary 
Washington, O.C. 20250 

1261 Longworth House Office Building 
Washington, D.C. 20515-0517 

Dear Congressman Farr: 

It is my understanding that you are working on legislation that would expand the U.S. Department 
of Agriculture's (USDA) authorities under the Animal Welfare Act (AW A). There are two 
provisions in particular that would help USDA improve enforcement: (1) authority to regulate 
dogs sold via the Internet as outlined by USDA's Inspector General, and (2) the inclusion of 
user fees for certain enforcement activities under the AW A. 

As you know, the AW A was enacted in 1966 and requires that minimum standards of care 
and treatment be provided for certain animals bred for commercial sale, used in research, 
transported commercially, or exhibited to the public. However, the Act exempts entities 
selling a high volume of animals at retail, which raises animal health and humane treatment 
concerns. Of particular concern is the loophole for entities that sell large volumes of dogs via 
the Internet. As you move forward in crafting this legislation, I recognize the importance of 
addressing the exemption associated with high volume retail sales of dogs, via the Internet or 
through other means. 

If enacted, these necessary changes to the AW A would require additional resources to carry 
out enforcement activities. One way to ensure the increased costs of this legislation are addressed 
as well as ensure current and future animal welfare challenges are met is to incorporate a user fee 
mechanism into the legislative proposal. 

I appreciate your attention to these matters and look forward to working with you on your 
legislation upon its introduction. A similar letter is being sent to Senator Durbin. 

Sincerely, 

An Equal Oppclflunity E~r 



USDA -
United States Department of Agriculture 

MAY I 7 2010 

The Honorable Richard J. Durbin 
United States Senate 
309 Hart Senate Office Building 
Washington, D.C. 20510 

Dear Senator Durbin: 

Office of the Secretary 
Washington, D.C. 20250 

It is my understanding that you are working on legislation that would expand the U.S. Department 
of Agriculture's (USDA) authorities under the Animal Welfare Act (A WA). There are two 
provisions in particular that would help USDA improve enforcement: (l) authority to regulate 
dogs sold via the Internet as outlined by USDA's Inspector General, and (2) the inclusion of 
user fees for certain enforcement activities under the AW A. 

As you know, the AW A was enacted in 1966 and requires that minimum standards of care 
and treatment be provided for certain animals bred for commercial sale, used in research, 
transported commercially, or exhibited to the public. However, the Act exempts entities 
selling a high volume of animals at retail, which raises animal health and humane treatment 
concerns. Of particular concern is the loophole for entities that sell large volumes of dogs via 
the Internet. As you move forward in crafting this legislation, I recognize the importance of 
addressing the exemption associated with high volume retail sales of dogs, via the Internet or 
through other means. 

If enacted, these necessary changes to the AW A would require additional resources to carry 
out enforcement activities. One way to ensure the increased costs of this legislation are addressed 
as well as ensure current and future animal welfare challenges are met is to incorporate a user fee 
mechanism into the legislative proposal. 

I appreciate your attention to these matters and look forward to working with you on your 
legislation upon its introduction. A similar letter is being sent to Congressman Farr. 

Sincerely, 

~c:;~ 
Secretary 

An Equal Opponunily Employer 



NOV 1 7 2009 

The Honorable Rosa L. DeLauro 
Chairwoman 

USDA -
United Statea l>eplirtment of Agriculture 

Office of lhe Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

As requested, the U.S. Department of Agriculture's Animal and Plant Health Inspection Service 
(APHIS) has conducted a feasibility study on the construction of a multi-species fruit fly rearing 
facility in the State of Hawaii. I am writing to provide a copy of the report, which was 
developed along with a program of requirements for the facility. If constructed, the new facility 
would sit on the site of APHIS' existing, but defunct, fruit fly facility in Waimanalo, Hawaii, 
which would need to be demolished. APHIS closed down the Waimanalo facility in 2002 due to 
a variety of structural and technical problems (described in the accompanying report). The 
feasibility study includes an estimate of the full construction and operational costs of a new 
multi-species fruit fly rearing facility and describes cooperative fruit fly activities conducted with 
California and Hawaii. 

We note that the 2010 Agriculture Appropriations Act {P.L. 111-80) provides $2.6 million for 
such a facility, including funds for demolition. We appreciate the Committee's interest in this 
matter and would be happy to answer any questions concerning the demolition of the Waimanalo 
facility and the feasibility study for a new facility. The program of requirements is also available 
upon request. 

A similar letter is being sent to Congressman Kingston, Chairman Kohl, and Senator Brownback. 

Sincerely, 

Secretary 

Enclosure 



NOV 1 '1 2009 

The Honorable Jack Kingston 

USDA -
United States Dllp•rtm•nt of Agriculture 

Office of 1he Secretary 
Washington, D.C. 20250 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

As requested, the U.S. Department of Agriculture's Animal and Plant Health Inspection.Service 
(APHIS) has conducted a feasibility study on the construction of a multi-species fruit fly rearing 
facility in the State of Hawaii. I am writing to provide a copy of the report, which was 
developed along with a program of requirements for the facility. If constructed, the new facility 
would sit on the site of APHIS' existing, but defunct, fruit fly facility in Waimanalo, Hawaii, 
which would need to be demolished APHIS closed down the Waimanalo facility in 2002 due to 
a variety of structural and technical problems (described in the accompanying report). The 
feasibility study includes an estimate of the full construction and operational costs of a new 
multi-species fruit fly rearing facility and describes cooperative fruit fly activities conducted with 
California and Hawaii. 

We note that the 2010 Agriculture Appropriations Act (P.L. 111-80) provides $2.6 million for 
such a facility, including funds for demolition. We appreciate the Committee's interest in this 
matter and would be happy to answer any questions concerning the demolition of the Waimanalo 
facility and the feasibility study for a new facility. The program of requirements is also available 
upon request. 

A similar letter is being sent to Chairwoman DeLauro, Chairman Kohl, and Senator Brownback. 

Sincerely, 

CZ~!._l-
Secretary 

Enclosure 



United Sl.8teS Department of Agrlcultu,. 

NOV 1 7 2009 

The Honorable Herbert Kohl 

Office of 1he Secretary 
Washington, D.C. 20250 

Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Chairman: 

As requested, the U.S. Department of Agriculture's Animal and Plant Health Inspection Service 
(APHIS) has conducted a feasibility study on the construction of a multi-species fruit fly rearing 
facility in the State of Hawaii. I am writing to provide a copy of the report, which was 
developed along with a program of requirements for the facility. If constructed, the new facility 
would sit on the site of APHIS' existing, but defunct, fruit fly facility in Waimanalo, Hawaii, 
which would need to be demolished APHIS closed down the Waimanalo facility in 2002 due to 
a variety of structural and technical problems (described in the accompanying report). The 
feasibility study includes an estimate of the full construction and operational costs of a new 
multi-species fruit fly rearing facility and describes cooperative fruit fly activities conducted with 
California and Hawaii. 

We note that the 2010 Agriculture Appropriations Act (P.L. 111-80) provides $2.6 million for 
such a facility, including funds for demolition. We appreciate the Committee's interest in this 
matter and would be happy to answer any questions concerning the demolition of the Waimanalo 
facility and the feasibility study for a new facility. The program ofrequirements is also available 
upon request. 

A similar letter is being sent to Senator Brownback, Chairwoman DeLauro, and Congressman 
Kingston. 

Sincerely, 

~~~:-L-
Secretary 

Enclosure 



NOV 1 7 2009 

The Honorable Sam Brownback 

USDA -
United Slates~ of Agriculture 

Office of the Secretary 
Washington, 0.C. 20250 

Ranking Member, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-4403 

Dear Senator Brownback: 

As requested, the U.S. Department of Agriculture's Animal and Plant Health Inspection Service 
(APHIS) has conducted a feasibility study on the construction of a multi-species fruit fly rearing 
facility in the State of Hawaii. I am writing to provide a copy of the report, which was 
developed along with a program of requirements for the facility. If constructed, the new facility 
would sit on the site of APHIS' existing, but defunct, fruit fly facility in Waimanalo, Hawaii, 
which would need to be demolished APHIS closed down the Waimanalo facility in 2002 due to 
a variety of structural and technical problems (described in the accompanying report). The 
feasibility study includes an estimate of the full construction and operational costs of a new 
multi-species fruit fly rearing facility and describes cooperative fruit fly activities conducted with 
California and Hawaii. 

We note that the 2010 Agriculture Appropriations Act (P.L. 111-80) provides $2.6 million for 
such a facility, including funds for demolition. We appreciate the Committee's interest in this 
matter and would be happy to answer any questions concerning the demolition of the Waimanalo 
facility and the feasibility study for a new facility. The program of requirements is also available 
upon request. 

A similar letter is being sent to Congressman Kingston Chairman Kohl, Chairwoman DeLauro, 
and. 

Sincerely, 

Enclosure 



U.S. Department of Agriculture 
Animal and Plant Health Inspection Service 

Feasibility Report on the Construction of a Multi-Species Fruit Fly Facility 
in the State of Hawaii 

Executive Summary 

The U.S. Department of Agriculture's (USDA) Animal and Plant Health Inspection Service 
(APHIS) and Agricultural Research Service {ARS), the California Department of Food and 
Agriculture (CDF A), the Hawaii Department of Agriculture (HDOA), and the University of 
Hawaii at Manoa (UH-M) in collaborative efforts, joined to determine the feasibility of the 
construction of a multi-species fruit fly facility in the State of Hawaii. This effort was prompted 
by concerns over the state of APHIS' existing fruit fly facility in Hawaii and threats posed by 
fruit fly species for which no sterile insect technology currently exists. Specifically, the Senate 
Appropriations Committee directed APHIS to prepare this feasibility report. The study resulted 
in the following two findings: 

1. The most feasible option for the current APHIS building in Waimanalo, Hawaii, is for it 
to be demolished. 

2. The construction of a multi-species fruit fly facility in Hawaii would cost an estimated 
$35 million in 2011 dollars (including approximately $1.9 million to demolish the existing 
building). Operational costs, including utilities and materials are estimated to be $4 million 
per year. 

These estimates were developed prior to the enactment of the 2010 Agriculture Appropriations 
Act (P.L. 111-80). The President's FY2010 Budget did not request funds for the demolition or 
construction of this facility. 

Background 

Senate Report 109-266 accompanying the FY 2007 Appropriations Bill for Agriculture, Rural 
Development, Food and Drug Administration, and related Agencies directed APHIS to submit a 
feasibility report on the construction of a multi-species fruit fly rearing facility in the State of 
Hawaii. The Committee noted that while APHIS and several State cooperators conduct sterile 
fruit fly activities to control damage caused by the Mediterranean fruit fly, agricultural 
production in Hawaii is threatened by other fruit fly species for which there are no sterile insect 
programs. The report was to include an estimate of the full construction and operational costs of 
a new facility and describe any agreements with the State of Hawaii on joint operational 
cost-sharing arrangements, as well as activities conducted jointly with the Hawaii Department of 
Agriculture and the California Department of Food and Agriculture regarding multi-species fruit 
fly control. 

To assist in completing the feasibility study and developing the cost estimate, APHIS 
commissioned a program of requirements for a new facility with space for sterile fly production 
and technology development. APHIS, ARS, CDF A, HDOA, and UH-M worked together to 
evaluate strategic needs for the facility and potential insect control programs in the Pacific Basin. 
The group proposed a campus-style center on USDA-leased property at the UH-M Agricultural 
Experiment Station in Waimanalo, Hawaii. UH-M currently leases the land on which the 
proposed facility would be built (this is the same land where our existing defunct facility sits) to 
APHIS at a reduced rate of $1.00/yr. There is a possibility of future cost sharing opportunities if 
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the facility were built and became operational. At this time, the CDF A and HDOA did not offer 
any cost share toward the proposed new fruit fly facility in Hawaii. 

History of Fruit Fly Production in Hawaii 

The Mediterranean fruit fly has been present in Hawaii since 1912. Because it is the only State 
with established populations of this species, Hawaii was favored as a low-risk site for production 
of sterile flies for SIT programs in the continental United States. CDF A has operated various 
Mediterranean fruit fly production operations in Hawaii since the 1970s. APHIS produced 
Mediterranean fruit fly at the Hawaii Fruit Fly Production Facility (HFFPF) in Waimanalo from 
1989 through 2002. During this time, there were significant technological advances that 
increased SIT efficacy, compelling new strain implementation and modifications to production 
facilities. 

The HFFPF was initially designed in response to incursions of Mediterranean fruit fly in 
California and was constructed to be used only to produce sterile Mediterranean fruit fly for 
emergency programs in California. The production capacity was approximately 300 million 
sterile pupae per week throughout the operational period. The facility was designed to operate in 
emergency stand-by mode; however, full production characterized the normal operations after 
the supposed two-year eradication program evolved into a continuous preventive release 
program. The HFFPF structure was negatively impacted by the continuous production cycle that 

· did not allow for timely preventative maintenance. General deterioration in the structure resulted 
from operating conditions characterized by high humidity, heavy water use, airborne food 
particles, acidic conditions, and demanding temperature requirements. Mold contamination in 
the ventilation system resulted from the harsh operating conditions and the presence of insulation 
on the internal surfaces of ducts. Mechanical systems exposed to sea air deteriorated rapidly. 
Disposal of process water and solid waste also contributed to decreased operational efficiency. 

The Mediterranean fruit fly strain initially reared at HFFPF was a standard strain with both male 
and female pupae production. This standard strain, Hi-Lab, was in culture for more than 
40 years until its replacement with the more competitive Maui-93 standard ·strain in 1996. An 
international expert panel reviewed the HFFPF and CDF A programs in 1998 and recommended 
implementation of the state-of-the-art, male-only strain, temperature: sensitive lethal (ts[), by 
both facilities. This recommendation was based on scientific data demonstrating a four-fold 
increase in field effectiveness and significant savings in production costs with the male-only 
strain. The expert panel identified building and operational deficiencies and recommended the 
renovation of CDF A (Phase I) and HFFPF (Phase II) to accommodate ts/ production. Both 
facilities required extensive structural and mechanical modifications to support the strict 
temperature requirements of the tsl strain. · 

Phase I of ts/ implementation began when the CDF A facility closed for renovation in 1999. 
During this process, the interior of the existing building was completely demolished prior to 
reconfiguration. The renovations were completed in 2001. CDF A began production of ts/ in 
2001 and currently has a capacity of200 million sterile male pupae per week. CDFA pupae are 
irradiated at the HFFPF in Cs137 irradiators. HFFPF ceased production in 2002 because there 
was no longer a demand for the standard strain and potential health hazards from environmental 
mold were present (Table 1 ). The California PRP program currently receives sterile ts/ males 
from the CDF A Fruit Fly Facility in Hawaii and the APHIS facility in Guatemala. 
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Planning for Phase II ts! implementation at the HFFPF began in 1999. Three options were 
proposed for the HFFPF: 1) renovation; 2) expansion; and 3) replacement. Financing options 
focused on "loans for energy" programs through the U.S. Department of Energy and public 
utility companies. An expert consultant was hired to develop each proposal, considering the 
production capacity, operational costs and efficiencies, and long-term sustainability of the 
infrastructure. Several structural, environmental, and operational inspections were conducted to 
ascertain the optimal course of action (Table 1 ). Replacement of the mold contaminated 
ductwork, replacement of the inefficient ventilation system, water conservation, and process 
automation were key factors in realizing the energy savings in renovation and expansion options. 
Projected expenditures for each option were developed and the final analysis determined that 
replacement of the HFFPF building was the most cost-effective strategy. The inflexible nature 
of and sloping floors in the HFFPF structure were given as the primary reasons that renovation or 
repurposing of the structure was cost-prohibitive (Table I, 2005). 

A master site plan for APHIS and the UH-M Waimanalo Agricultural Experiment Station 
functions at the Waimanalo site was developed in 2004. A conceptual design for a new 
Mediterranean fruit fly production facility, water treatment facility, and warehouse was 
presented. The core building was a sustainable production facility, with energy efficient, reliable 
infrastructure to maximize water reclamation, and improve operational efficiency. The estimated 
cost of the 45,000 ft2 building was $28 million and the production capacity was 300 million 
sterile Mediterranean fruit fly ts! males per week. Funding for this facility was not available at 
that time, and the project was halted pending completion of the APHIS Fruit Fly Strategic Plan. 

Strategic Planning 

The APHIS Fruit Fly Strategic Plan 2006-2010 recognized that secure sources of sterile 
Mediterranean fruit fly are critical to APHIS. The plan also identified the need for development 
of new control strategies for Bactrocera species (such as Oriental and melon fruit fly-species 
that are established in Hawaii and outbreaks of which occur in California). Public comments on 
potential sites for fruit fly production facilities or potential sources of sterile flies were solicited 
through the Federal Register (Vol. 71, No. 231, Docket No. APHIS-2006-0126). Criteria for 
potential sites included the: 

• risk of establishment of fruit fly species at the production site, 
• availability and reliability of transportation routes from production sites to California and 

Florida emergence facilities, 
• construction costs and timeline, and 
• suitability of the site and existing facilities to implementation of new technologies. 

Comments from stakeholders and the general public supported the construction of 
facility/facilities with the capacity to produce several species of fruit flies, including Bactrocera, 
the Mediterranean fruit fly and the Mexican fruit fly (Anastrepha ludens). Hawaii was 
recommended as the location for Bactrocera and Mediterranean fruit fly production. There is no 
current capacity for Bactrocera production in the United States, and Hawaii is the only State 
with established populations of target species, the oriental fruit fly and melon fly. Given these 
recommendations from our stakeholders and previous building inspections, APHIS initiated a 
cooperative study to determine the feasibility of replacing the current HFFPF building in Hawaii. 
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APHIS, ARS, CDF A, HDOA, and UH-M worked together to evaluate these issues and consider 
potential needs for insect control programs in the Pacific Basin. This group proposed a 
campus-style center on USDA-leased property at the UH-M Agricultural Experiment Station in 
Waimanalo, Hawaii, to replace the HFFPF. If constructed, the facility would include space for 
functions such as fruit fly production and technology development, insect quarantine and 
biological control, and supporting research. Because the APHIS-supported Mediterranean fruit 
fly production facility in Guatemala has a production capability of 3 billion sterile pupae per 
week, the group determined that another facility for ongoing sterile fly production was not 
necessary. The new facility would provide back-up capacity for emergency situations. A 
preliminary program of requirements (POR) was completed by the alliance members in 2008. 
The conceptual design is a flexible, multi-functional, shared main building for Bactrocera 
technology development, emergency Mediterranean fruit fly production capacity, program
specific methods development activities, and administrative operations. This building could 
function independently or in conjunction with CDF A production activities. The conceptual 
design has supporting infrastructure to operate two rearing modules each with the capacity to 
produce 30 million sterile male ts/ Mediterranean fruit fly pupae per week or 6 million 
Bactrocera pupae. The design retains the flexibility to produce one or two species 
simultaneously. The building will need to resist excessive deterioration resulting from climate 
and weather factors. The POR cost estimate is $35 million including design, construction, 
design and construction contingencies; bid and construction phase services; and a $1.9 million 
estimate for the cost of demolishing the current building. Annual operating costs for the facility 
would be approximately $4 million. 

Conclusions 

APHIS has completed a study to determine the feasibility of replacing the HFFPF in Waimanalo, 
Hawaii. Numerous professional evaluations and inspections of the building were conducted 
(Table 1) to determine the proper course of action: renovation, expansion, or replacement. 
Projected expenditures for each option were developed, and the final analysis determined that 
demolishing the existing HFFPF building was the most cost-effective, long-term strategy. A 
variety of evaluations confirmed that demolition of the current structure is warranted because of 
the mold contamination, general deterioration of the structure and mechanical systems, and the 
inflexible nature of the building. Replacing this facility with a multispecies fruit fly rearing 
facility would cost approximately $35 million with annual operating expenses estimated at 
$4 million. These estimates were developed prior to the enactment of the FY 20 I 0 Agriculture 
Appropriations Act (P.L. 111-80), which provides $2.6 million for such a facility, including 
funds for demolition. 

These estimates were developed prior to the enactment of the 2010 Agriculture Appropriations 
Act (P .L. 111-80), which provided $2.6 million for such a facility. The conceptual design 
developed for this report is a multi-functional, shared building for Bactrocera technology 
development, emergency Mediterranean fruit fly production capacity, program-specific research, 
and administrative operations. Program functions would be conducted jointly by APHIS, ARS, 
CDF A, HDOA, and UH-M. 
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Table 1. Record of structural, environmental, and operational inspections of APHIS 
Hawaii Fruit Fly Production Facility in Waimanalo, Hawaii. 

DATE FACILITY INSPECTION RESULTS 

2001 Vanderweil Facility Advisors, LLC (VFA) physical plant assessment 
• HFFPF in poor condition 
• Physical plant and functionality impaired 
• Estimated $9.3 million to complete required repairs 
• Did not identify environmental mold as an issue 

2001 U.S. Public Health Service inspection 
• Environmental mold contamination measured 
• HFFPF ventilation system with interior insulation, badly contaminated 
• Employee health and safety concerns 
• Ventilation system requires immediate correction 

2002 Communications Resource Inc. security assessment 
• Security issues identified at HFFPF 
• Estimated cost to correct concerns was $3 .9 million 
• Recommended 24 hour per day armed guard service to secure irradiators 

2002 U.S. Public Health Service inspection 
• Identification of mold species 
• Mold species are a serious health and safety issue 
• Recommended immediate closure of specific rooms to limit mold exposure 
• Recommended removal of staff from HFFPF as soon as possible 

2003 Hawaiian Electric Company (HECO) assessment 
• Energy audit 
• Conceptual design and master plan HFFPF renovation and expansion 
• Mechanical and electrical upgrades estimated at $4.8 million 
• Did not include mold remediation 

2005 STV, Inc. structural evaluation 
• Assess feasibility of 'repurposing' the HFFPF building 
• Support structure does not allow movement of walls to accommodate 

warehousing function 
• Floors and foundation replacement required to accommodate forklift use in 

warehouse space 
• Renovation must address structural code deficiencies 
• Recommended demolition and replacement as most cost-effective option 

2006 U.S. Public Health Service inspection 
• Mold contamination in HFFPF remains a serious health and safety issue 
• Remove staff from building as soon as possible 
• Turn-off ventilation system immediately 
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Office of the Secretary 
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May 17, 2010 

Ranking Member, Subcommittee on Agriculture, Rural DeYelopment. 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
190 Dirksen Senate Office Building 
Washington, D.C. 20510-4403 

Dear Senator Bro\\Tiback: 

The U.S. Department of Agriculture's (USDA) Animal and Plant Health Inspection Service 
(APHIS) enforces the Animal Welfare Act (A WA), which requires that minimum standards of 
care and treatment be provided for warm-blooded animals bred for commercial sale, used in 
research, transported commercially, or exhibited to.the public. USDA's Office of the Inspector 
General (OIG) recently conducted a re\·iew of APHIS' inspections of the A WA specific to 
problematic dog dealers-those who ha\'e committed repeat and serious violations. Their 
conclusions suggest that APHIS should shift its compliance efforts from an education focus for 
problematic dog dealers to an enforcement focus, impro\'e inspection performance, and seek 
legislation regarding the Internet sale of dogs. 

To address the concerns of the audit. APHIS de\'eloped an action plan to improve the Agency's 
regulation of dog dealers-particularly those who are repeat \'iolators. AP HIS proposes to add 
to its existing enforcement workforce to reduce the current ratio of inspectors to facilities 
inspected and to increase the number of in\'estigators aYailable to conduct investigations in areas 
where there is intensiYe workload. In addition, APHIS will enhance oYersight of the inspectors 
in the field to impro\'e the quality and accuracy of documentation and eYidence collected to 
support downstream enforcement efforts. APHIS will also increase enforcement OYersight for 
evaluating inYestigations for legal sufficiency, determining appropriate enforcement actions, 
preparing enforcement actions and referrals to USDA's Office of the General Counsel, and 
processing in\'estigatiYe subpoenas. Lastly. APHIS will re\'iew proposed legislation to 
determine potential modifications for regulating the Internet sale of dogs. 

The APHIS action plan addresses the issues identified by the OIG and should significantly 
increase compliance with both the AW A and those regulations associated with dog dealers and 
breeders. The Agency also has established a set of performance measures that will pro\'ide a 
mechanism to eYaluate the action plan's effectiveness. In addition, APHIS will aggressively 
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pursue the strengthening of regulations to ensure the welfare of dogs in the care of regulated 
entities. 

To begin this effort. APHIS proposes to use the Secretary·s 7 percent interchange authority 
prodded in the Department of Agriculture Organic Act of 1944 to shift $4 million within 
existing fiscal year (FY) 2010 appropriated funding resources from its A vi an Influenza program 
to the Animal Welfare and Animal and Plant Health Regulatory Enforcement (APHRE) 
programs. Animal Welfare will receiYe $2.5 million and APHRE will receive$ 1.5 million. 
Consistent with our FY 2011 budget request we believe we can sustain a reduction in the A\'ian 
Influenza program because we now have a better understanding of how the virus spreads and the 
actual risk it poses. which is substantially less than originally believed. As avian influenza issues 
globally and domestically have diminished. APHIS is able to reduce its resources for adequately 
addressing this disease. 

If you have any questions about this matter. please do not hesitate to contact me. I am sending 
a similar letter to Senator Kohl. Congresswoman DeLauro. and Congressman Kingston. 

Sincerely. 

Secretary 
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Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

The U.S. Department of Agriculture's (USDA) Animal and Plant Health Inspection Service 
(APHIS) enforces the Animal Welfare Act (A WA), which requires that minimum standards of 
care and treatment be provided for warm-blooded animals bred for commercial sale, used in 
research, transported commercially. or exhibited to the public. USDA's Office of the Inspector 
General (OIG) recently conducted a review of APHIS' inspections of the A WA specific to 
problematic dog dealers-those who have committed repeat and serious violations. Their 
conclusions suggest that APHIS should shift its compliance efforts from an education focus for 
problematic dog dealers to an enforcement focus, improve inspection performance, and seek 
legislation regarding the Internet sale of dogs. 

To address the concerns of the audit APHIS developed an action plan to improve the Agency's 
regulation of dog dealers-particularly those who are repeat violators. APHIS proposes to add 
to its existing enforcement workforce to reduce the current ratio of inspectors to facilities 
inspected and to increase the number of investigators available to conduct investigations in areas 
where there is intensive workload. In addition, APHIS will enhance oversight of the inspectors 
in the field to improve the quality and accuracy of documentation and evidence collected to 
support downstream enforcement efforts. APHIS will also increase enforcement oversight for 
evaluating investigations for legal sufficiency, determining appropriate enforcement actions, 
preparing enforcement actions and referrals to USDA's Office of the General Counsel, and 
processing im·estigative subpoenas. Lastly. APHIS will re,·iew proposed legislation to 
determine potential modifications for regulating the Internet sale of dogs. 

The APHIS action plan addresses the issues identified by the OIG and should significantly 
increase compliance with both the A V..'A and those regulations associated with dog dealers and 
breeders. The Agency also has established a set of performance measures that will provide a 
mechanism to evaluate the action plan's effectiveness. In addition, APHIS will aggressively 
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pursue the strengthening of regulations to ensure the welfare of dogs in the care of regulated 
entities. 

To begin this effort. APHIS proposes to use the Secretary's 7 percent interchange authority 
provided in the Department of Agriculture Organic Act of 1944 to shift $4 million within 
existing fiscal year (FY) 2010 appropriated funding resources from its Avian Influenza program 
to the Animal Welfare and Animal and Plant Health Regulatory Enforcement (APHRE) 
programs. Animal Welfare will receive $2.5 million and APHRE will receive $1.5 million. 
Consistent with our FY 2011 budget request. we believe v;e can sustain a reduction in the Avian 
Influenza program because we now have a better understanding of how the virus spreads and the 
actual risk it poses. which is substantially less than originally believed. As avian influenza issues 
globally and domestically have diminished. APHIS is able to reduce its resources for adequately 
addressing this disease. 

If you have any questions about this matter. please do not hesitate to contact me. I am sending 
a similar letter to Senators Kohl and Brownback and Congressman Kingston. 

Sincerely. 

Secretary 
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Food and Drug Administration. and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2368 Rayburn House Office Building 
Washington, D.C. 20515-1001 

Dear Congressman Kingston: 

The U.S. Department of Agriculture's (USDA) Animal and Plant Health Inspection Service 
(APHIS) enforces the Animal Welfare Act (A \\'A). which requires that minimum standards of 
care and treatment be provided for warm-blooded animals bred for commercial sale, used in 
research. transported commercially, or exhibited to the public. USDA's Office of the Inspector 
General (OIG) recently conducted a re,·iew of APHIS' inspections of the AW A specific to 
problematic dog dealers-those who have committed repeat .and serious violations. Their 
conclusions suggest that APHIS should shift its compliance efforts from an education focus for 
problematic dog dealers to an enforcement focus, improYe inspection performance. and seek 
legislation regarding the Internet sale of dogs. 

To address the concerns of the audit, APHIS developed an action plan to improve the Agency's 
regulation of dog dealers-particularly those who are repeat violators. APHIS proposes to add 
to its existing enforcement workforce to reduce the current ratio of inspectors to facilities 
inspected and to increase the number of im·estigators available to conduct inyestigations in areas 
where there is intensive workload. In addition, AP HIS \\ill enhance oversight of the inspectors 
in the field to improve the quality and accuracy of documentation and evidence collected to 
support downstream enforcement efforts. APHIS will also increase enforcement oversight for 
evaluating im·estigations for legal sufficiency, determining appropriate enforcement actions, 
preparing enforcement actions and referrals to USDA's Office of the General Counsel, and 
prncessing investigative subpoenas. Lastly, APHIS \:rill review proposed legislation to 
determine potential modifications for regulating the Internet sale of dogs. 

The APHIS action plan addresses the issues identified by the OIG and should significantly 
increase compliance with both the AW A and those regulations associated with dog dealers and 
breeders. The Agency also has established a set of performance measures that will provide a 
mechanism to evaluate the action plan· s effectiveness. In addition. AP HIS will aggressively 
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pursue the strengthening of regulations to ensure the welfare of dogs in the care of regulated 
entities. 

To begin this effort. APHIS proposes to use the Secretary·s 7 percent interchange authority 
provided in the Department of Agriculture Organic Act of 1944 to shift $4 million within 
existing fiscal year (FY) 2010 appropriated funding resources from its Avian Influenza program 
to the Animal Welfare and Animal and Plant Health Regulatory Enforcement (APHRE) 
programs. Animal Welfare will receive $2.5 million and APHRE \\ill receive $1.5 million. 
Consistent with our FY 2011 budget request. we believe we can sustain a reduction in the Avian 
Influenza program because we now have a better understanding of how the \·irus spreads and the 
actual risk it poses. which is substantially less than originally believed. As avian influenza issues 
globally and domestically ha,·e diminished. A.PHIS is able to reduce its resources for adequately 
addressing this disease. 

If you ha,·e any questions about this matter. please do not hesitate to contact me. I am sending 
a similar letter to Senators Kohl and Brownback and Congresswoman Delaura. 

Sincerely. 

~~L-
Secretary 
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Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
184 Dirksen Senate Office Building 
Washington, D.C. 20510-6026 

Dear !\fr. Chairman: 

The U.S. Department of Agriculture's (USDA) Animal and Plant Health Inspection Service 
(APHIS) enforces the Animal Welfare Act (A WA). which requires that minimum standards of 
care and treatment be provided for \varn1-blooded animals bred for commercial sale, used in 
research, transported commercially, or exhibited to the public. USDA's Office of the Inspector 
General (OIG) recently conducted a review of AP HIS· inspections of the AW A specific to 
problematic dog dealers-those who have committed repeat and serious violations. Their 
conclusions suggest that APHIS should shift its compliance efforts from an education focus for 
problematic dog dealers to an enforcement focus. improve inspection performance. and seek 
legislation regarding the Internet sale of dogs. 

To address the concerns of the audit. APHIS developed an action plan to improve the Agency's 
regulation of dog dealers-particularly those who are repeat violators. APHIS proposes to add 
to its existing enforcement workforce to reduce the current ratio of inspectors to facilities 
inspected and to increase the number of investigators a\·ailable to conduct investigations in areas 
where there is intensive workload. In addition, APHIS will enhance oversight of the inspectors 
in the field to improve the quality and accuracy of documentation and evidence collected to 
support do\rnstream enforcement efforts. APHIS will also increase enforcement oversight for 
evaluating investigations for legal sufficiency. detennining appropriate enforcement actions, 
preparing enforcement actions and referrals to USDA's Office of the General Counsel, and 
processing investigative subpoenas. Lastly. APHIS will review proposed legislation to 
determine potential modifications for regulating the Internet sale of dogs. 

The APHIS action plan addresses the issues identified by the OIG and should significantly 
increase compliance with both the A \\'A and those regulations associated with dog dealers'and 
breeders. The Agency also has established a set of perfornrnnce measures that will provide a 
mechanism to evaluate the action plan· s effectiveness. In addition. APHIS will aggressively 
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pursue the strengthening of regulations to ensure the welfare of dogs in the care of regulated 
entities. 

To begin this effort. APHIS proposes to use the Secretary·s 7 percent interchange authority 
proYided in the Department of Agriculture Organic Act of 1944 to shift S4 million within 
existing fiscal year (FY) 2010 appropriated funding resources from its A Yian Influenza program 
to the Animal Welfare and Animal and Plant Health Regulatory Enforcement (APHRE) 
programs. Animal Welfare will receiYe $2.5 million and APHRE will receiYe $1.5 million. 
Consistent with our FY 2011 budget request. we belieYe we can sustain a reduction in the A \'ian 
Influenza program because we no\\ ha Ye a better understanding of how the \·irus spreads and the 
actual risk it poses. which is substantially less than originally belie\·ed. As aYian influenza issues 
globally and domestically haYe diminished. APHIS is able to reduce its resources for adequately 
addressing this disease. 

If you ha\·e any questions about this matter. please do not hesitate to contact me. I am 
sending a similar letter to Senator Brownback. Congressv.:oman Delaura. and 
Congressman Kingston. 

Sincerely. 

Secretary 
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Washington, D.C. 20515 

Dear Madam Chairwoman: 

I am writing to inform the Subcommittee about the closure of the Animal and Plant Health 
Inspection Service's (APHIS) Plant Protection and Quarantine office in Asheville, 
North Carolina. · 

APHIS' Plant Protection and Quarantine program has five work stations in North Carolina, 
located in Raleigh, Goldsboro, Charlotte, Wilmington, and Asheville. The Asheville office has 
one employee focused on pest detection and export certification activities. Last year, the 
program conducted a staffing review of its North Carolina operations and found a growing 
demand for its services in the eastern part of the State and reduction of work in the western part. 
Specifically, the results of the staffing review indicated that the workload in Asheville does not 
support the need for a full-time position in the area. Additional employees are needed in the 
eastern part of the State to issue phytosanitary certificates for export shipments, conduct pest 
detection actiyities, and monitor compliance agreements with businesses that deal with items 
regulated by APHIS. Accordingly, APHIS is closing its Asheville office, and the remaining 
offices will shift operations to cover the area previously covered by the Asheville employee. 
APHIS offered a directed reassignment to the affected employee in Asheville, who has accepted 
the offer. The employee will be performing similar work at the same pay grade and in the same 
position as previously, and APHIS will pay full relocation costs. While APHIS will incur 
relocation costs, the Agency will save approximately $14,000 in lease and utility costs on an 
annual basis by closing the Asheville office. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Congressman Kingston and Senators Kohl and Brownback, as well as members 
of the affected districts. 

Sincerely, 

~ 
Secretary 

An equa10pponun11y e~ 
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Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, D.C. 20515 

Dear Congressman Kingston: 

I am writing to inform the Subcommittee about the closure of the Animal and Plant Health 
Inspection Service's (APHIS) Plant Protection and Quarantine office.in Asheville, 
North Carolina. · 

APHIS' Plant Protection and Quarantine program has five work stations in North Carolina, 
located in Raleigh, Goldsboro, Charlotte, Wilmington, and Asheville. The Asheville office has 
one employee focused on pest detection and export certification activities. Last year, the 
program conducted a staffing review of its North Carolina operations and found a growing 
demand for its services in the eastern part of the State and reduction of work in the western part. 
Specifically, the results of the staffing review indicated that the workload in Asheville does not 
support the need for a full-time position in the area. Additional employees are needed in the 
eastern part of the State to issue phytosanitary certificates for export shipments, conduct pest 
detection activities, and monitor compliance agreements with businesses that deal with items 
regulated by APHIS. Accordingly, APHIS is closing its Asheville office, and the remaining 
offices will shift operations to cover the area previously covered by the Asheville employee. 
APHIS offered a directed reassignment to the affected employee in Asheville, who has accepted 
the offer. The employee wiU be performing similar work at the same pay grade and in the same 
position as previously, and APHIS will pay full relocation costs. While APHIS will incur 
relocation costs, the Agency will save approximately $14,000 in lease and utility costs on an 
annual basis by closing the Asheville office. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Chairwoman DeLauro, Chairman Kohl, and Senator Brownback, as well as 
members of the affected districts. 

Sincerely, 

~~L-
Secretary 

An Equal Opportunity~ 
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Chairman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States Senate 
129 Dirksen Senate Office Building 
Washington, DC 20515-6016 

Dear Mr. Chairman: 

I am writing to inform the Subcommittee about the closure of the Animal and Plant Health 
Inspection Service's (APHIS) Plant Protection and Quarantine office in Asheville, 
North Carolina. 

APHIS' Plant Protection and Quarantine program has five work stations in North Carolina, 
located in Raleigh, Goldsboro, Charlotte, Wilmington, and Asheville. The Asheville office has 
one employee focused on pest detection and export certification activities. Last year, the 
program conducted a staffing review of its North Carolina operations and found a growing 
demand for its services in the eastern part of the State and reduction of work in the western part. 
Specifically, the results of the staffing review indicated that the workload in Asheville does not 
support the need for a full-time position in the area. Additional employees are needed in the 
eastern part of the State to issue phytosanitary certificates for export shipments, conduct pest 
detection activities, and monitor compliance agreements with businesses that deal with items 
regulated by APHIS. Accordingly, APHIS is closing its Asheville office, and the remaining 
offices will shift operations to cover the area previously covered by the Asheville employee. 
APHIS offered a directed reassignment to the affected employee in Asheville, who has accepted 
the offer. The employee will be performing similar work at the same pay grade and in the same 
position as previously, and APHIS will pay full relocation costs. While APHIS will incur 
relocation costs, the Agency will save approximately $14,000 in lease and utility costs on an 
annual basis by closing the Asheville office. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Senator Brownback, Chairwoman DeLauro, and Congressman Kingston, as well 
as members of the affected districts. 

Sincerely, 

~=(__ 
Secretary 

An Equal Opportunity Employer 
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Washington, D.C. 20510-4403 

Dear Senator Brownback: 

I am writing to inform the Subcommittee about the closure of the Animal and Plant Health 
Inspection Service's'(APHIS) Plant Protection and Quarantine office in Asheville, 
North Carolina. 

APHIS' Plant Protection and Quarantine program has five work stations in North Carolina, 
located in Raleigh, Goldsboro, Charlotte, Wilmington, and Asheville. The Asheville office has 
one employee focused on pest detection and export certification activities. Last year, the 
program conducted a staffing review of its North Carolina operations and found a growing 
demand for its services in the eastern part of the State and reduction of work in the western part. 
Specifically, the results of the staffing review indicated that the workload in Asheville does not 
support the need for a full-time position in the area. Additional employees are needed in the 
eastern part of the State to issue phytosanitary certificates for· export shipments, conduct pest 
detection activities, and monitor compliance agreements with businesses that deal with items 
regulated by APHIS. Accordingly, APHIS is closing its Asheville office, and the remaining 
offices will shift operations to cover the area previously covered by the Asheville employee. 
APHIS offered a directed reassignment to the affected employee in Asheville, who has accepted 
the offer. The employee will be performing similar work at the same pay grade and in the same 
position as previously, and APHIS will pay full relocation costs. While APHIS will incur 
relocation costs, the Agency will save approximately $14,000 in lease and utility costs on an 
annual basis by closing the Asheville office. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Chairman Kohl, Chairwoman DeLauro, and Congressman Kingston, as well as 
members of the affected districts. 

Sincerely, 

~L-
Secretary 



USDA -
United States Department of Agriculture 

FEB 2 6 2010 

The Honorable Richard Burr 
United States Senate 
217 Russell Senate Office Building 
Washington, D.C. 20510-4403 

Dear Senator Burr: 

Office of the Secretary 
Washington, D.C. 20250 

I am writing to inform the Subcommittee about the closure of the Animal and Plant Health 
Inspection Service's (APHIS) Plant Protection and Quarantine office in Asheville, 
North Carolina. 

APHIS' Plant Protection and Quarantine program has five work stations in North Carolina, 
located in Raleigh, Goldsboro, Charlotte, Wilmington, and Asheville. The Asheville office has 
one employee focused on pest detection and export certification activities. Last year, the 
program conducted a staffing review of its North Carolina operations and found a growing 
demand for its services in the eastern part of the State and reduction of work in the western part. 
Specifically, the results of the staffing review indicated that the workload in Asheville does not 
support the need for a full-time position in the area. Additional employees are needed in the 
eastern part of the State to issue phytosanitary certificates for export shipments, conduct pest 
detection activities, and monitor compliance agreements with businesses that deal with items 
regulated by APHIS. Accordingly, APHIS is closing its Asheville office, and the remaining 
offices will shift operations to cover the area previously covered by the Asheville employee. 
APHIS offered a directed reassignment to the affected employee in Asheville, who has accepted 
the offer. The employee will be performing similar work at the same pay grade and in the same 
position as previously, and APHIS will pay full relocation costs. While APHIS will incur 
relocation costs, the Agency will save approximately $14,000 in lease and utility costs on an 
annual basis by closing the Asheville office. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Chairwoman DeLauro, Congressman Kingston and Senators Kohl and 
Brownback, as well as members of the affected districts. 

Sincerely, 

An Equal Opponunily Emplorer 



FEB 2 6 2010 

The Honorable Kay R. Hagan 
United States Senate 

USDA -
United State• Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

521 Dirksen Senate Office Building 
Washington, D.C. 20510~4403 

Dear Senator Hagan: 

I am writing to inform the Subcommittee about the closure of the Animal and Plant Health 
Inspection Service's (APHIS) Plant Protection and Quarantine office in Asheville, 
North Carolina. 

APHIS' Plant Protection and Quarantine program has five work stations in North Carolina, 
located in Raleigh, Goldsboro, Charlotte, Wilmington, and Asheville. The Asheville office has 
one employee focused on pest detection and export certification activities. Last year, the 
program conducted a staffing review of its North Carolina operations and found a growing 
demand for its services in the eastern part of the State and reduction of work in the western part. 
Specifically, the results of the staffing review indicated that the workload in Asheville does not 
support the need for a full-time position in the area. Additional employees are needed in the 
eastern part of the State to issue phytosanitary certificates for export shipments, conduct pest 
detection activities, and monitor compliance agreements with businesses that deal with items 
regulated by APHIS. Accordingly, APHIS is closing its Asheville office, and the remaining 
offices will shift operations to cover the area previously covered by the Asheville employee. 
APHIS offered a directed reassignment to the affected employee in Asheville, who has accepted 
the offer. The employee will be performing similar work at the same pay grade and in the same 
position as previously, and APHIS will pay full relocation costs. While APHIS will incur 
relocation costs, the Agency will save approximately $14,000 in lease and utility costs on an 
annual basis by closing the Asheville office. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Chairwoman DeLauro, Congressman Kingston and Senators Kohl and 
Brownback, as well as members of the affected districts. 

Sincerely, 

Thom J. v· sack 
Secretary 

An Equal Opportunity ~r 



FEB 2 6 2010 

The Honorable Heath Shuler 

USDA -
Unlled Statn Department of Agriculture 

Office of the Secretary 
Washington, 0.C. 20250 

United States House of Representatives 
422 Cannon House Office Building 
Washington, D.C. 20515-4403 

Dear Congressman Shuler: 

1 am writing to inform the Subcommittee about the closure of the Animal and Plant Health 
Inspection Service's (APHIS) Plant Protection and Quarantine office in Asheville, 
North Carolina. 

APHIS' Plant Protection and Quarantine program has five work stations in North Carolina, 
located in Raleigh, Goldsboro, Charlotte, Wilmington, and Asheville. The Asheville office has 
one employee focused on pest detection and export certification activities. Last year, the 
program conducted a staffing review of its North Carolina operations and found a growing 
demand for its services in the eastern part of the State and reduction of work in the western part. 
Specifically, the results of the staffing review indicated that the workload in Asheville does not 
support the need for a full-time position in the area. Additional employees are needed in the 
eastern part of the State to issue phytosanitary certificates for export shipments, conduct pest 
detection activities, and monitor compliance agreements with businesses that deal with items 
regulated by APHIS. Accordingly, APHIS is closing its Asheville office, and the remaining 
offices will shift operations to cover the area previously covered by the Asheville employee. 
APHIS offered a directed reassignment to the affected employee in Asheville, who has accepted 
the offer. The employee will be performing similar work at the same pay grade and in the same 
position as previously, and APHIS will pay full relocation costs. While APHIS will incur 
relocation costs, the Agency will save approximately $14,000 in lease and utili~y costs on an 
annual basis by closing the Asheville. office. · 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Chairwoman DeLauro, Congressman Kingston and Senators Kohl and 
Brownback, as well as members of the affected districts. 

Sincerely, 

Tho ilsack 



FEB 2 & zom 
The Honorable G.K. Butterfield 

United Statn Department of Agriculture 

Office of lhe SllCtelary 
Washlnglon, O.C. 20250 

United States House of Representatives 
413 Cannon House Office Building 
Washington, D.C. 20515-4403 

Dear Congressman Butterfield: 

I am writing to inform the Subcommittee about the closure of the Animal and Plant Health 
Inspection Service's (APHIS) Plant Protection and Quarantine office in Asheville, 
North Carolina. 

APHIS' Plant Protection and Quarantine program has five work stations in North Carolina, 
located in Raleigh, Goldsboro, Charlotte, Wilmington, and Asheville. The Asheville office has 
one employee focused on pest detection and export certification activities. Last year, the 
program conducted a staffing review of its North Carolina operations and found a growing 
demand for its services in the eastern part of the State and reduction of work in the western part. 
Specifically, the results of the staffing review indicated that the workload in Asheville does not 
support the need for a full-time position in the area. Additional employees are needed in the 
eastern part of the State to issue phytosanitary certificates for export shipments, conduct pest 
detection activities, and monitor compliance agreements with businesses that deal with items 
regulated by APHIS. Accordingly, APHIS is closing its Asheville office, and the remaining 
offices will shift operations to cover the area previously covered by the Asheville employee. 
APHIS offered a directed reassignment to the affected employee in Asheville, who has accepted 
the offer. The employee will be performing similar work at the same pay grade and in the same 
position as previously, and APHIS will pay full relocation costs. While APHIS will incur 
relocation costs, the Agency will save approximately $14,000 in lease and utility costs on an 
annual basis by closing the Asheville office. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Chairwoman DeLauro, Congressman Kingston and Senators Kohl and 
Brownback, as well as members of the affected districts. 

Sincerely, 



MAR a·o 2009 

The Honorable Rosa DeLauro 

USDA -
United Statu De,Pllrtment of Agriculture 

Office ot the Secretary 
Washington, D.C. 20250 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

I am writing to inform the Subcommittee about the relocation of the Animal and Plant Health 
Inspection Service (APHIS) National Detector Dog Training Center (NDDTC) from Orlando, 
Florida, to Newnan, Georgia. This relocation is expected to occur in April 2009. 

In October 1997, APHIS merged three regional detector dog training centers that had been 
operating in Miami, Florida, New York, New York, and San Francisco, California, to form a 
National Detector Dog Training Center in Orlando, Florida. The mission of this Center has been 
to operate a center of excellence to train detector dog teams to protect American agriculture. 
APHIS-trained detector dogs work with inspectors from the Department of Homeland Security 
(DHS) at international airports and border crossings to check baggage and cargo entering the 
United States. In addition, they make public appearances to highlight the potential threats posed 
by pests and diseases harbored in fruits, plants, and meats inadvertently introduced through 
international travel. 

The NDDTC in Orlando currently leases and occupies 7 ,800 square feet, and includes kennels 
for 30 dogs, five quarantine runs, postal and passenger training areas, and classrooms. Since 
fiscal year 2002, the NDDTC has dramatically expanded its staff and operations to meet the need 
for additional detector dog teams at DHS, which began a concerted effort several years ago to 
increase staffing levels for agricultural inspections. The Center has also begun training dog 
teams for State departments of agriculture and foreign ministries of agriculture. Given the 
dramatic increase in requests for canine training at State and international levels, the 
commensurate need to train DHS agricultural specialist canine handlers, and APHIS' exploration 
of the use of canines for domestic pest detection efforts, the NDDTC has had to lease three 
additional facilities in Orlando. 

An Equal Opportunity E~ 
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The annual lease cost for the current facilities in Orlando is $400,000. However, the program 
has outgrown the facility and there is no room to expand on the existing property. Accordingly, 
APHIS must relocate the program. APHIS ultimately chose Newnan, Georgia, as the site of the 
new facility for three reasons. 

The first reason is cost savings. The Agency considered other areas in Orlando, but the bids 
came in at approximately $2.6 million per year with a three percent annual increase. The 20-year 
cost of the lease would be $71 million. The relocation to Newnan will cost approximately 
$1 million in one-time costs (primarily fQr employee relocation), plus $2 million per year in lease 
costs for the first 5 years. The lease costs will increase to $2.2 million in years 6-10, 
$2.4 million in years 11-15, and $2.7 million in years 16-20. The 20-year cost of this lease 
would be only $46.5 million, resulting in a $24.5 million savings in lease costs over the 20-year 
period. In addition, Newnan, 40 miles southwest of Atlanta, has a lower cost of living than 
Orlando. The second reason is proximity to a busy international airport. Newnan's proximity to 
Atlanta International Airport will provide the program with more "on-the-job" training 
opportunities for new canine teams, given that the Atlanta airport has more than twice the 
amount of international traffic than Orlando. The third reason is consolidation of facilities. 
Relocating the Center to Newnan will also enable APHIS to consolidate its expanded operations 
of the NDDTC under a single compound, reducing the total number of leases and providing more 
opportunities for efficient operations in general. 

Regarding the impact on personnel, the NDDTC includes a staff of 15 employees plus one 
vacancy. Of the 15 employees, 13 or 14 will relocate to Georgia, while one or two will remain in 
the Orlando area. We are pursuing alternative employment in the Orlando area for the displaced 
employees through APHIS' Career Transition Assistance Program (CT AP). CT AP provides 
these employees with preferential consideration when they apply for job vacancies within the 
U.S. Department of Agriculture in their local commuting area. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Congressman Kingston and Senators Kohl and Brownback, as weU as Members 
from the affected districts. 

Sincerely, 

~~ 
Secretary 



MAY l 7 2010 

The Honorable Sam Farr 
U.S. House of Representatives 

United State• Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

1261 Longworth House Office Building 
Washington, D.C. 20515-0517 

Dear Congressman Farr: 

It is my understanding that you are working on legislation that would expand the U.S. Department 
of Agriculture's (USDA) authorities under the Animal Welfare Act (AWA). There are two · 
provisions in particular that would help USDA improve enforcement: ( 1) authority to regulate 
dogs sold via the Internet as outlined by USDA's Inspector General, and (2) the inclusion of 
user fees for certain enfprcement activities under the AW A. 

As you know, the AW A was enacted in 1966 and requires that minimum standards of care 
and. treatment be provided for certain animals bred for commercial sale, used in research, 
transported commercially, or exhibited to the public. However, the Act exempts entities 
selling a high volume of animals at retail, which raises animal health and humane treatment 
concerns. Of particular concern is the loophole for entities that sell large volumes of dogs via 
the Internet. As you move forward in crafting this legislation, I recognize the importance of 
addressing the exemption associated with high volume retail sales of dogs, via the Internet or 
through other means. 

If enacted, these necessary changes to the AW A would require additional resources to carry 
out enforcement activities. One way to ensure the increased costs of this legislation are addressed 
as well as ensure current and future animal welfare challenges are met is to incorporate a user fee 
mechanism into the legislative proposal. 

I appreciate your attention to these matters and look forward to working with you on your 
legislation upon its introduction. A similar letter is being sent to Senator Durbin. 

Sincerely, 

An Equal Opporlurity Employer 



FEB 2 6 2010 

The Honorable Rosa DeLauro 

United at.tea Depllrbnllnt of Agrk:Ulture 

Office of Iha Secretary 
Washington, D.C. 20250 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

I am writing to inform the Subcommittee about the closure of the Animal and Plant Health 
Inspection Service's (APHIS) Plant Protection and Quarantine office in Asheville, 
North Carolina. · 

APHIS' Plant Protection and Quarantine program has five work stations in North Carolina, 
located in Raleigh, Goldsboro, Charlotte, Wilmington, and Asheville. The Asheville office has 
one employee focused on pest detection and export certification activities. Last year, the 
program conducted a staffing review of its North Carolina operations and found a growing 
demand for its services in the eastern part of the State and reduction of work in the western part. 
Specifically, the results of the staffing review indicated that the workload in Asheville does not 
support the need for a full-time position in the area. Additional employees are needed in the 
eastern part of the State to issue phytosanitary certificates for export shipments, conduct pest 
detection activities, and monitor compliance agreements with businesses that deal with items 
regulated by APHIS. Accordingly, APHIS is closing its Asheville office, and the remaining 
offices will shift operations to cover the area previously covered by the Asheville employee. 
APHIS offered a directed reassignment to the affected employee in Asheville, who has accepted 
the offer. The employee will be performing similar work at the same pay grade and in the same 
position as previously, and APHIS will pay full relocation costs. While APHIS will incur 
relocation costs, the Agency will save approximately $14,000 in lease and utility costs on an 
annual basis by closing the Asheville office. 

If you have any questions about this matter, please do not hesitate to contact me. A similar letter 
is being sent to Congressman Kingston and Senators Kohl and Brownback, as well as members 
of the affected districts. 

Sincerely, 

~ 
Secretary 

An Equal 0ppo111.11111y Er'nplof9r 



NOV 1 7 2009 

The Honorable Rosa L. DeLauro 
Chairwoman 

·USDA -
United States Department of Agrlculturtl 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food.and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 

·· Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

As requested, the U.S. Department of Agriculture's Animal and Plant Health Inspection Service 
(APHIS) has conducted a feasibility study on the construction of a multi-species fruit fly rearing 
facility in the State of Hawaii. I am writing to provide a copy of the report, which was 
developed along with a program of requirements for the facility. If constructed, the new facility 
would sit on the site of APHIS' existing, but defunct, fruit fly facility in Waimanalo, Hawaii,. 
which would need to be demolished APHIS closed down the Waimanalo facility in 2002 due to 
a variety of structural and technical problems (described in the accompanying report). The 
feasibility study includes an estimate of the full construction and operational costs of a new 
multi-species fruit fly rearing facility and describes cooperative fruit fly activities conducted with 
California and Hawaii. 

We note that the 2010 Agriculture Appropriations Act (P .L. 111-80) provides $2 .6 million for 
such a facility, including funds for demolition. We appreciate the Committee's interest in this 
matter and would be happy to answer any questions concerning the demolition of the Waimanalo 
facility and the feasibility study for a new facility. The program ofrequirements is also available 
upon request. 

A similar letter is being sent to Congressman Kingston, Chairman Kohl, and Senator Brownback. 

Sincerely, 

~·\)c.Q~L_, 
~~ilsack 
Secretary 

Enclosure 



USDA -
United States Department of Agriculture 

Office of the Secretary 
Washlngton, O.C. 20250 

OCT 0 2 2008 

The Honorable Rosa DeLauro 
Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515 

Dear Madam Chairwoman: 

Reports accompanying the FY 2008 Consolidated Appropriations Act request a report 
that examines the effectiveness of current regulatory and inspection efforts for Phytophthora 
ramorum (P. ramorum); the risk from infected plant material; and the risk posed by the 
importation and interstate movement of P. ramorum host plants. In response to this request, we 
are pleased to submit the enclosed report. 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 trees, shrubs, and plants. It was first detected in the United States in 1995 but did 
not widely impact the U.S. nursery industry until 2003, when it was detected in nurseries in 
California, Oregon, and Washington. P. ramorum has dramatically affected ecosystems and the 
landscape of California's coast. It has spread to forested areas of California and Oregon and has 
been detected in hundreds of U.S. nurseries. 

Since FY 2002, the Animal and Plant Health Inspection Service (APHIS) has conducted a 
regulatory and control program to prevent the artificial (human-assisted) spread of P. ramonJ.m 
from infested areas and reduce the infection level in nurseries. To achieve these goals, the 
Agency works with officials in California, Oregon, and Washington to establish quarantines, and 
require nursery inspections before host plants may be shipped interstate. These activities 
minimize the artificial spread of P. ramorum through nursery shipments while allowing healthy 
plants to move. To date there is no evidence of any disease caused by P. ramorum being 
established outside of the quarantine area as a result of artificial movement. This program has 
protected the nation's landscape and has safeguarded several industries from enormous potential 
losses. 

An Equal Opportunity Employer 
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We appreciate the Committee's interest in this program and stand ready to provide you 
and your staff with any additional infonnation and briefings you may want. We are sending 
identical letters to Congressman Kingston. and Senators Kohl and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



U.S. Department of Agriculture 
Animal and Plant Health Inspection Service 

2008 Report on the Status of the Phytophthora ramorum Program 

P. ramorum is a highly infectious plant disease that causes Sudden Oak Death (SOD) and 
threatens 117 tree, shrub, and plant species. It was first detected in the United States in 1995 in 
Marin County, California, but did not widely impact the U.S. nursery industry until 2003. 
Nevertheless, this pathogen has dramatically affected ecosystems and the landscape along 
California's coast. It has spread within forests of California and Oregon, and to hundreds of U.S. 
nurseries. No pathogen has ever spread across so many plant species so quickly. Detection can 
be difficult, and no practical control measures are known. Once a plant is infected, it must be 
either burned or double-bagged, and buried. Currently, P. ramorum is well established in 14 
California counties and also exists in southwest Oregon (Curry County). While P. ramorum has 
not been found in Washington's forest and urban landscapes, it has been found in the State's 
nurseries. 

The Animal and Plant Health Inspection Service (APHIS) conducts a regulatory and control 
program to prevent the artificial (human-assisted) spread of P. ramorum from infested areas and 
reduce the infection level in nurseries. To achieve these goals, the Agency establishes 
quarantines and requires nursery inspections before host plants may be shipped interstate. These 
activities minimize the artificial spread of P. ramorum through nursery shipments, the most 
1ikely means of transporting the pathogen, while still allowing healthy plants to move. To date, 
no evidence of any disease caused by P. ramorum has been found established outside the 
quarantine area as a result of artificial movement. This program is designed to eventually 
eliminate P. ramorum from production nurseries. When the pathogen is found in a nursery, the 
program promptly suspends shipments, intensively surveys the nurseries and vicinity, and 
investigates the origin and destination of the infected material. Through these efforts, this 
program protects the nation's landscape and safeguards several industries -primarily forest, 
horticultural and small fruit agricultural industries - from enonnous potential losses. 

In 2003, USDA's Forest Service (FS) conducted an assessment on the risk of P. ramorum spread 
in forests. Similarly, APHIS conducted an assessment in 2004 on the risk of P. ramorum spread 
in nurseries. Both assessments found a high risk for spread and the greatest risk for 
establishment in the eastern States notably through the Appalachians. This risk level is based on 
P. ramorum 's ability to reproduce well and disperse naturally and artificially. In addition, no 
effective eradication techniques are known. The FS found a high risk for P. ramorum 
estabUshment in the wild since it was found outside its native distribution area. The FS also 
cited high reproduction potential due to the number of ports of entry or major destinations that 
provide a suitable climate and abundant host material. In addition, the FS rated economic risk as 
high since the disease attacks valuable products, causes tree death, and increases costs for 
production, mitigation, and regulatory compliance. Environmental risk was also rated as high, 
based on ecological disruption and biodiversity reduction. Both assessments included risk maps 
to guide their surveys. These maps indicated that vast numbers of potentially infested shipments 
were shipped nationwide in 2003 and 2004. However, surveys in eastern States have not 
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detected any P. ramorum infestations outside of nurseries. When the pathogen has been detected 
in nurseries, APHIS and States have destroyed all plants linked to SOD in affected nurseries, and 
have instituted quarantines to require nursery inspections before host plants could be sold. 

In APHIS' study, the disease level was found to be minimized by pesticides and to have a low 
infection frequency in the summer. In January 2008, APHIS analyzed several measures to 
prevent P. ramorum and the risk posed by importing and shipping host plants. Several biological 
factors, including host range and symptom variety, affect the risk of introduction and 
establishment. This study found a high risk of climate-host interaction since most eastern States 
have many hosts in suitable climates. The host range was rated as high risk based on the 
disease's virulence and host's volume. The study also found a high risk of dispersal, since the 
hosts are abundant and susceptible. Also, the environmental risk was rated as high, since the 
disease can spread naturally or artificially to areas conducive to establishment. The risk potential 
for all pathways was rated as high because the pathogen occurs in forests and in regulated 
articles, and because few effective treatments exist. 

APHIS addresses these risks by enforcing quarantines in affected areas, updating the host list as 
necessary, and amending survey protocols in high-risk situations. In addition, APHIS may 
conduct follow-up activities to ensure that all instances of P. ramorum are detected and 
addressed promptly. Communication and coordination are vital as well. APHIS communicates 
regularly with other governmental entities and industry groups involved in the program. In 
addition, the Agency is working with industry to enforce uniform compliance agreements and 
implement best management practices (BMPs). Toward this end, APHIS is working to establish 
a standing science panel to quickly address issues as they arise. In addition, APHIS is 
developing enhanced diagnostic tools for use by State and university laboratories. For example, 
APHIS has been developing a field diagnostic test for P. ramor:um that should be available for 
use on regulatory samples by the 2009 testing season. This new technology wilJ enable the 
program to quickly and accurately identify the pathogen in the field. 

In November 2007, APHIS conducted a risk analysis to assess the risks of importing P. ramorum 
host plants, and the risks of moving the pathogen domestically through these hosts. This analysis 
found a high risk associated with both the importation and domestic movement of hosts and host 
products from infested areas without specified growing, inspection, and certification 
requirements. APHIS reached this conclusion since P. ramorum hosts are widely distributed, 
abundant, and susceptible. In addition, the pathogen has more than one disease cycle per 
growing season, infections may remain undetected for years, and there is demonstrated long 
distance dispersal through trade as well as likely long distance dispersal by natural means. 
APHIS' analysis identified several major pathways that facilitate the movement of P. ramorum, 
and rated the overall risk potential for all pathways as high. The study noted considerable 
challenges in devitalizing P. ramorum because it occurs in forests and regulated articles, 
treatment options are limited, and the efficacy of these treatments is limited. Pathway mitigation 
measures include chemical, physical, and cultural and biological treatments. 
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To address these risks, APHIS carries out phytosanitary measures to restrict the movement of 
host plant materials from the European Union. APHIS requires that host plant materials be 
accompanied by a phytosanitary certificate affirming the origin from a nursery that is tested 
annually and found free of P. ramorum, and that the plants are found free of the pathogen before 
export. In addition to APHIS' measures, the national plant protection organization (NPPO) of 
the exporting nation conducts annual surveys of nurseries exporting these materials to ensure that 
those nurseries are free of P. ramorum. Further, the NPPO inspects all host material shipments 
to the United States, and samples test plants bearingP. ramorum symptoms. 

Domestica11y, APHIS has established regulations requiring nurseries in quarantined areas to be 
tested annually for P. ramorum symptoms. These regulations also require inspections before 
interstate movement. In addition, nurseries in regulated areas of California, Oregon and 
Washington State must have annual and pre-shipment inspections of host materials before 
interstate shipment. If the pathogen is detected during any inspection process, APHIS will 
immediately initiate control efforts. Currently, APHIS is promulgating a rule to enable fall 
inspections of at-risk nurseries in California, Oregon, and Washington. These nurseries are now 
inspected only in the spring. The additional inspections will enhance APHIS' capability to 
rapidly detect and address infested nurseries, and prevent shipments of infected plants. The rule 
also would lift inspection requirements for nurseries in those States that do not carry host 
materials. This aspect of the rule would reduce shipment delays, and would enable the Agency 
to conduct additional inspections where they are most needed. 

In addition to regulatory efforts, APHIS is promoting a systems approach to P, ramorum 
management in the three States. Under this approach, at-risk nurseries would adopt BMPs, clean 
stock programs, or pest-free production areas to preclude or prevent P. ramomm establishment 
in nurseries. APHIS is encouraging nurseries to inspect all incoming stock, monitor nearby host 
plants for P. ramorum symptoms in the spring and summer, and avoid exposing host plants to 
irrigation and standing water. If nurseries follow these and other practices and comply with State 
and Federal regulations, they can assure that only high quality healthy plants are shipped. In 
Oregon, a coalition of the Oregon Department of Agriculture, Oregon State University, and the 
Oregon Association of Nurseries is conducting a pilot "Grower Assisted Inspection Program" 
(GAIP). APHIS is supporting the development of this promising program. The GAIP consists 
of on-line training and a training certification program for growers, BMPs with monitoring to 
reduce all Phytophthora species from nursery production, documentation of efforts and results, 
and an audit system to validate compliance. Although the California Department of Food and 

. Agriculture has not adopted a complete systems approach, they are establishing a pilot program 
to evaluate BMPs at select nurseries. This effort is designed to inform nurseries of measures that 
should reduce the risk of P. ram.arum introduction and establishment in their nurseries. 
Washington State has developed training for nursery employees that should mitigate the risk. 
APHIS would eventually like to harmonize the BMPs used by each of the three States. 

-



The Honorable Rosa DeLauro 

USDA -
United Stlltn Departmsnt of Agriculture 

Office of lhe Secretary 
Washington, O.C. 20250 
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Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

The Joint Explanatory Statement accompanying the Fiscal Year 2008 Consolidated 
Appropriations Act directed the Animal and Plant Health Inspection Service (APIDS) to provide 
$333,900 for a cooperative agreement with the Lake Gaston Weed Control Council (LGWCC) 
and $37,100 for the cooperative agreement with the Tri-Country (Smith Mountain) Lake 
Administrative Commission for hydrilla control efforts. In addition, a report on the status of 
these activities was requested. The report is enclosed. 

For many years, APHIS has been working with Lake Gaston stakeholders and the 
LGWCC to develop and implement a management plan to address the factors that allowed the 
formation and spread of hydrilla. The goal of this effort is to reduce hydrilla populations at Lake 
Gaston and Smith Mountain Lake to manageable levels through an effective and environmentally 
responsible combination ofbiocontrol agents, herbicides, and revegetation strategies. According 
to APIDS, eradication is not likely due to the size of Lake Gaston and the extent of the 
infestation. Program activities consist primarily of lake surveys, and applied research to test 
biocontrol agents and alternate herbicide options. 

This year's hydrilla program in Lake Gaston and Smith Mountain Lake will not yield 
results until late summer. Therefore, we would like to update you on the situation as of today, 
and then, following completion of our collaborative efforts this summer, with a report discussing 
the results of this year's activities. 

An Equal Opportunity en,itoyer 
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We appreciate your interest in the program, and would be pleased to provide you and 
your staff with any additional information and briefings you may require. Similar letters are 
being sent to Congressman Kingston and Senators Kohl and Bennett. 

Enclosure 

Sincerely, 

Edward T. Schafer 
Secretary 



The Honorable Jack Kingston 
Ranking Member 

United States Department of Agriculture 

Office of the Secretary 
Washington, D.C. 20250 

Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
1016 Longworth House Office Building 
Washington, DC 20515-1001 

Dear Congressman Kingston: 

As requested by House Report 110-258 accompanying the Fiscal Year 2008 
Agriculture Appropriations Bill, enclosed is the Department of Agriculture's Animal and 
Plant Health Inspection Service's (APHIS) plan on how resources available in 2008 will 

· be spent and where activities will be conducted for the Emerald Ash Borer (EAB) 
program. 

AP HIS' objectives for the EAB program in 2008 include expanding survey efforts 
with the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent further spread of the pest, enhancing control activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed in the 
enclosure. 

We appreciate the Committee's interest in the EAB program. We are sending 
similar letters to Congresswoman DeLauro, and Senators Kohl and Bennett. 

Sincerely, 

Secretary· 

Enclosure 



Department of Agriculture 
Animal and Plant Health Inspection Service 

2008 Report on Emerald Ash Borer Program 

As requested by House Report 110-258, the following is the U.S. Department of 
Agriculture's (USDA) Animal and Plant Health Inspection Service's (APHIS) plan on 
how resources available in 2008 will be spent and where activities will be conducted for 
the Emerald Ash Borer (EAB) program. 

EAB is an exotic pest of ash trees in the United States. ·It was first found in July 
2002 in southeast Michigan. The pest is indigenous to Asia and is known to occur in 
China, Korea, Japan, Mongolia, the Russian Far East, and Taiwan. EAB is now 
considered established in urban and forested ecosystems throughout areas of Michigan, 
Indiana, Illinois, Ohio, Pennsylvania, Maryland, and Ontario, Canada. It was also 
recently detected in West Virginia for the first time. EAB is well suited for climatic · 
conditions in North America and has the potential to destroy entire stands of ash. 

In general, APHIS is the lead Federal agency responsible for national plant and 
. animal health including disease prevention and pest detection, control, arid eradication. 
APIDS works with stakeholders to implement unique and unified programs at all levels. 
Under the Plant Protection Act of2000 (7 USC sec. 8301), APHIS has sole authority 
over the regulation and control of pests and diseases of regulatory significance. In 
general, the Pest Detection program cooperates with State departments of agriculture, 
other Federal agencies (such as USDA's Forest Service and the Department of the 

. Interior's Bureau of Land Management), and numerous universities to prioritize projects 
and conduct surveys . 

. APHIS' objectives for the EAB program in 2008 include expanding survey efforts 
with the use of a newly developed trap, continuing regulatory enforcement activities to 
prevent additional spread of the pest, enhancing control activities by further developing a 
biological control initiative and the use of other new techniques, and efforts to educate 
target audiences about the program. Plans for each component are discussed below. 

The program has worked to improve EAB survey methods since the discovery of 
the pest in 2002. Surveys were originally based on the presence of visual symptoms (exit 
holes, bark cracks, branches sprouting on the trunk of the tree, woodpecker feeding sites, 
etc.) to determine presence or absence ofEAB. The next development involved the use 
of detection trees, which had been stressed to release volatile chemicals attractive to the 
beetle and thus act as traps. However, both of these methods are labor intensive and 
relatively expensive. Accordingly, the program worked to develop a trap and lure, which 
will allow APIDS and cooperators to implement for the first time in Fiscal Year (FY) 
2008, a survey based on attractant-baited traps. These traps offer several advantages over 
the other methods, including cost, uniformity of sampling unit, safety, fewer logistical 
problems, and more precision in sampling. 
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In FY 2008, the EAB program will obligate $11.275 million on survey activities. 
The program is conducting a survey using the new traps to determine whether additional 
pockets of infestation may exist undetected outside the known infested areas. The survey 
will target high-risk sites and establishments in non-infested States where potentially 
infested articles such as nursery stock, ash logs, and firewood may have been moved a 
long distance from the generally infested area either prior to regulation or in violation of 
current regulations. The priority of the survey activities is conducting a grid-based 
delimiting survey within a 100-mile band of the last known EAB positive find to better 
define the leading edge and identify areas to provide support for mitigation activities to 
reduce the impact and spread. This delimiting survey will take place in the States of 
Illinois, Indiana, Iowa, Kentucky, Maryland, Michigan, New York, Ohio, Pennsylvania, 
West Virginia, and Wisconsin. 

Specifically for EAB, APHIS regulates the movement of host materials, such as 
firewood, ash nursery stock, and timber, among other things, out of quarantined areas to 
prevent artificial spread of the pest. In addition to routine.monitoring activities and 
issuance of permits in regulated or partially regulated States (including Michigan, Ohio, 
Indiana, Illinois, Maryland, Pennsylvania, and West Virginia), the program evaluates 
potential pathways for EAB to spi:ead on an_ ongoing basis and determines.how to address 
them. Examples of these efforts are assessments of rail lines, farm auctions, and ferry 
travel conducted to identify movement of regulated articles. They help the program 
allocate regulatory resources based on risk, and they are shared with other States and 
stakeholders for their use in determining the risk approaching them and targeting areas 
for survey. In FY 2008, the program is spending approximately $6.8 million on 
regulatory activities. 

Regulatory monitoring also helps to identify potential violations of the EAB 
quarantine regulations that may lead to additional pest spread. In FY 2008, the program 
completed two national recalls to help mitigate the risks associated with two quarantine 
violations. The first recall was related to ash nursery stock moved from Illinois, which is 
under Federal quarantine for EAB, to a nursery in Missouri, which shipped the ash 
nursery stock to customers in 33 States. The second recall was for the illegal distribution 
of planter- boxes comprised of ash slab wood by two companies. All States, with the 
exception of Vermont, were affected by the recall. 

EAB control activities generally target isolated infestations that are discovered 
outside quarantined areas and determined, through delimiting surveys, to be relatively 
small and separate from the larger infestation. Three sites are undergoing eradication 
efforts in FY 2008: a site in La Salle County, Illinois; and two small sites in Prince 
George's County, Maryland. Eradication activities are expected to be complete this 
spring, and the program will conduct extensive surveys to validate the success of 
eradication efforts. The program has approximately $3.6 million available for control 
activities in FY 2008. 

The program is continuing to move toward implementing a new biological control 
initiative in with the goal of establishing reproducing populations of several parasitoid 
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wasps to reduce EAB populations enough to allow ash trees to develop resistance to 
attack. Studies·suggest that once the parasitic wasps are established, populations of EAB 
will decrease and ash trees will be able to survive attacks from a smaller amount of EAB. 
Currently, the program is evaluating whether three initial wasp species released l.ast fall 
from interim biocontrol facilities in Michigan (reared at the U.S. Forest Service lab in 
East Lansing) and in Massachusetts (reared at the Center for Plant Health Science 
Technology in Otis) survived winter temperatures and if the wasps were able to establish 
a reproducing population to parasitize EAB populations. Based on promising preliminary 
results, the program is establishing an EAB Biocontrol Rearing Facility in Brighton, 
Michigan. APHIS and the U.S. Forest Service will cooperate to oversee the mass rearing 
and release of the parasitic wasps to help control EAB populations. The 2008 releases 
will start in Michigan and then to other States as determined by program needs and 
production capabilities. Larger scale operations including mass releases are expected for 
program year 2009. The program will spend approximately $2 million to move toward 
fall implementation of the biological control initiative. 

The program continues to look for new ways to control and prevent the spread of 
EAB. In FY 2008, the program is evaluating current and new chemical treatments, as 

. well as the trap and lure design to defend against the presence ofEAB. The program is 
also conducting methods development studies at four sites (Mackinaw County, Michigan; 
Fayetteville County, West Virginia; Fulton County, Ohio; and Henry County, Ohio) to 
evaluate additional methods to slow the spread of EAB. Approximately $3.4 million will 
be spent on methods development. 

The program also works to ensure that the regulatory community and the public 
are aware of the risks posed by EAB, the quarantine regulations to prevent its spread, and 
what they can do to help prevent EAB spread. To support outreach efforts, the program 
is working on an initiative to hold public awareness events at various sports venues. 

Potentially, these events would be hosted by major and minor league baseball 
clubs, as ash is commonly used to make baseball bats. In addition, the program will 
continue radio spots, billboards, and print and media advertisements. The program is also 
updating its DVD, The Green Menace, to educate the public in or near areas recently 
affected by EAB. This DVD will explain the need for surveys and control work, and how 
public cooperation will help contain the spread of the pest. The DVD will also explain 

. how residents can be proactive on ash tree treatments or the removal of trees, depending 
on the health of particular trees. The program will spend approximately $3.4 million on 
public outreach. 

Also included with outreach efforts are activities targeted at specific cooperators. 
For example, to support regulatory and survey efforts with State and tribal cooperators, 
the EAB program conducts clinics to educate employees and others on survey techniques 
and regulatory requirements. Two EAB clinics are planned in FY 2008. The first clinic 
will be held in Pennsylvania and will bring in Native American tribal representatives and 
Bureau of Indian Affairs liaisons from the area surrounding the current EAB quarantine. 
Native American tribes in Wisconsin, Minnesota, and New York State are uniquely 
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impacted by this pest as the centuries old practice of black ash basket making depends on 
a continuous supply of black ash stands native to the northeastern United States. EAB 
has destroyed large tracts of black ash in the infested area. Through this EAB clinic, the 
program hopes to provide Native American groups the tools they need to be proactive 
about EAB and to foster collaboration in survey and regulatory initiatives on Native 
American-owned land. The second EAB clinic will include members of a multi-State 
partnership in the Great Plains for a group of State forestry, university, and natural 
resource professionals, from four States: .Kansas; Nebraska; North Dakota; and South 
Dakota. This group will engage in a regional initiative to prepare for possible EAB 
infestati ans. 



The Honorable Rosa DeLauro 

USDA -
United States Department of Agriculture 

. Oltice of the Secretary 
Washington. D.C. 20250 

MAY 2 I 2DDB 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Commiuee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20S1S-6016 

Dear Madam Chairwoman: 

House Report 110-2S8 requests a report on how funds have been spent on the highly 
pathogenic avian influenza (HPAI) effort. We are pleased to submit the enclosed report on 
activities taken by the Animal and Plant Health Inspection Service (APHIS) to protect against 
introduction of HPAI into the United States. 

As the lead technical agency for animal health within the integrated U.S. Government 
response to HP Al worldwide, APHIS implemented a comprehensive program of activities that is 
directly aligned to the three pillars of the international efforts included in the National Strategy 
for Pandemic Influenza: Preparedness and Communication; Surveillance and Detection; and 
Response and Containment. 

In addition, APHIS developed a domestic surveillance plan for the HSN 1 strain of avian 
influenza. The plan addresses surveillance requirements in poultry, wildlife, and live bird 
marketing. The APHIS plan addresses these needs in three operational areas: Domestic Bird 
Surveillance and Diagnostics; Wildlife Surveillance and Diagnostics; and Emergency 
Preparedness and Communication. 

APHJS has been working closely with States and other Federal agencies in a coordinated 
effort to ensure that ample surveillance for the HSNl strain is in place. This would allow for 
early detection should the virus enter the United States. Our coordinated effort is part of a larger 
National Strategy for Pandemic Influenza, which includes low pathogenic avian influenza 
efforts. 

A specific National domestic program goal is to prevent and control low pathogenic HS 
and H7 avian influenza in the U.S. commercial broiler, layer, and turkey industries, in the live 
bird marketing system, and to monitor for its presence in the wild. Control of the HS and H7 
strains helps to preserve international trade in poultry and poultry products, since both can exist 

An Equal Opportunity Employer 
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as low pathogenic strains with potential to mutate into a highly pathogenic form. In addition, 
controlling the virus reduces the likelihood of it becoming a zoonotic agent, thereby protecting 
human health. 

We hope you find the enclosed report useful. We appreciate your interest in the program 
and stand ready to provide you and your staff with any additional information and briefings you 
may require. Similar letters are being sent to Congressman Kingston and Senators Kohl and 
Bennett. 

Sincerely, 

Secretary 

Enclosure 



United St•te• Deptlrtm•nt of Agriculture 

The Honorable Rosa DeLauro 

Office ol lh1 Secretary 
Washington, D.C. 20250 

APR 2 1 2008 

Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
U.S. House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 

Dear Madam Chairwoman: 

As requested by Senate Report 110-134 accompanying the FY2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the Animal and Plant Health Inspection Service (APHIS) is 
providing an update on the Agricultural Quarantine Inspection (AQI) user-fee 
requirements for commercial trucks transiting non-stop through Canada between Alaska 
and the continental United States. 

APHIS published an interim rule in the Federal Register on August 25, 2006, 
amending its regulations to remove the exemption from AQI user fees for commercial 
conveyances-including trucks transiting Canada while traveling between Alaska and the 
continental United States-and international air passengers entering the United States 
from Canada. This rule took effect for commercial trucks on June l, 2007. Historically, 
APHIS performed limited inspections along the Canadian border. However, starting in 
·the 1990s, AP HIS' inspection data showed an increasing number of interceptions at the 
U.S.-Canada border of prohibited materials that originated outside of Canada and that 
presented risks to U.S. agricultural production. APHIS determined that it was necessary 
to expand agricultural inspection operations at the border, and because the AQI program 
is a full-cost recovery program, it was necessary to collect user fees at the border to do 
so. The Department of Homeland Security's Customs and Border Protection (CBP) now 
conducts agricultural inspection activities at U.S. ports of entry, and APHIS transfers 
AQI funding to CBP to cover these inspections. 

We recognize your concern about the effects of this rule on commercial trucking 
companies that transit non-stop through Canada from Alaska. However, after careful 
consideration and review of the issue, we do not believe that we should implement an 
exemption for these entities. We believe that developing an exemption system for these 
entities would be unfair to the many other individuals and entities that would continue 
paying the fee even though they may present only slightly greater pest and disease risks. 

An Equal Opportunity ~r 
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Office of the Secretary 
Washington, D.C. 20250 
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Chairwoman, Subcommittee on Agriculture, Rural Development, 
Food and Drug Administration, and Related Agencies 

Committee on Appropriations 
United States House of Representatives 
2362-A Rayburn House Office Building 
Washington, D.C. 20515-6016 · 

Dear Madam Chairwoman: 

As requested by the House Report 110-258 accompanying the Fiscal Year 2008 
Appropriations Bill for Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies, the United States Department of Agriculture is submitting two 
documents regarding the Animal and Plant Health Inspection Service (APHIS): A 
Comprehensive Report on International Activities and A Five Year International 
Strategic Plan. 

We appreciate your interest in APHIS' international activities. I am sending 
similar letters to Congressman Kingston and Senators Kohl and Bennett. 

Sincerely, 

Edward T. Schafer 
Secretary 

An Equal Oppot1Unity Employer 
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::::=:==== UNITED STATES DEPARTMENT OF AGRICULTURE 

OFFICE OF INSPECTOR GENERAL 

Washington, D.C. 20250 

JUL 1 3 2010 

Subject: Log No. 10-00022 

This letter responds to your Freedom oflnformation Act (FOIA)1 request to the Department of 
Agriculture's (USDA) FOIA coordinator. Your request was forwarded to the Office oflnspector 
General (OIG) on December 7, 2009, for our direct response to you. 

You requested reports produced for Congress during the past three years that are not posted on a 
public Federal website. 

We are releasing 23 pages ofresponsive records. Pursuant to FOIA, certain information 
has been redacted as it is exempt from release. Specifically, in accordance with 
5 U.S.C. § 552(b)(6), the names, and identifying information of individuals were withheld 
because release of this information could reasonably expected to constitute an unwarranted 
invasion of privacy. Further, proprietary or confidential financial information was redacted 
pursuant to 5 U.S.C. § 552(b)(4). 

We have enclosed a brief explanation of the FOIA exemptions. 

You have the right to appeal the decision by OIG to withhold information by writing to the 
Inspector General, U.S. Department of Agriculture, 1400 Independence Avenue SW., Whitten 
Building, Suite 441-E, Washington, D.C. 20250-2308. Your appeal must be received within 
45 days from the date of this letter. The outside of the envelope should be clearly marked "FOIA 
APPEAL." 

I 5 U.S.C. § 552. 
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For information about OIG, please refer to our Web site at www.usda.gov/oig. Should you have 
any questions concerning this correspondence, please feel free to contact our FOIA staff at 
(202) 720-5677. 

Sincerely, 

Alison Decker 
Assistant Counsel 

Enclosures: Exemptions list/documents 



FOIA EXEMPTIONS 

Exemption 2 (5 U.S.C. § 552(b)(2)): permits agencies to withhold documents which relate "solely to the 
internal personnel rules and practices of an agency." 

Exemption 3 (5 U.S.C. § 552(b)(3)): incorporates the disclosure prohibitions that are contained in 
various other federal statutes. Broadly phrased so as to simply cover information "specifically exempted 
from disclosure by statute." 

Exemption 4 (5 U.S.C. § 552(b)(4)): allows Federal agencies the discretion to withhold" ... trade secrets 
and commercial or financial information obtained from a person [that is] privileged or confidential ... " the 
release of which could be competitively harmful to the submitter of the information; which could impair 
the government's ability to obtain similar necessary information in a purely voluntary manner in the 
future; and, which could affect other governmental interests, such as program effectiveness and 
compliance. 

Exemption 5 (5 U.S.C. § 552(b)(5)): allows the agency the discretion to withhold" .. .inter-agency or 
intra-agency memorandums or letters which would not be available by law to a party other than an 
agency in litigation with the agency." The purpose of this exemption is to protect the deliberative process 
by encouraging a frank exchange of views. In addition, this exemption protects from disclosure attomey
work product and attorney-client materials. 

Exemption 6 (5 U.S.C. § 552(b)(6)): allows Federal agencies the discretion to withhold information the 
disclosure of which would" ... constitute a clearly unwarranted invasion ... " of individual privacy and 
might adversely affect the individual and his/her family. 

Exemption 7 (5 U.S.C. § 552(b)(7)): protects from disclosure "records or information compiled for law 
enforcement purposes, but only to the extent that the production of such law enforcement records or 
information 

(A) could reasonably be expected to interfere with enforcement proceedings, 
(B) would deprive a person of a right to a fair trial or an impartial adjudication, 
(C) could reasonably be expected to constitute an unwarranted invasion of personal privacy, 
(D) could reasonably be expected to disclose the identity of a confidential source, including a State, 

local, or foreign agency or authority or any private institution which furnished information on a 
confidential basis, and, in the case of a record or information compiled by a criminal law enforcement 
authority in the course of a criminal investigation, or by an agency conducting a lawful national security 
intelligence investigation, information furnished by a confidential source, would disclose techniques and 
procedures for law enforcement investigations or prosecutions, or 

(E) would disclose guidelines for law enforcement investigations or prosecutions if such disclosure 
could reasonably be expected to risk circumvention of the law, or 

(F) could reasonably be expected to endanger the life or physical safety of any individual." 

Exemption 8 (5 U.S.C. § 552(b)(8)): protects matters that are "contained in or related to examination, 
operating, or condition reports prepared by, on behalf of, or for the use of an agency responsible for the 
regulation or supervision of financial institutions." 

Exemption 9 (5 U.S.C. § 552(b)(9)): covers geological and geophysical information and data, including 
maps, concerning wells. 



USDA 
7'?z7'5 UNITED STATES DEPARTMENT OF AGRICULTURE 

March 8, 2010 

The Honorable Tom Coburn 
United States Senate 
172 Russell Senate Office Building 
Washington, D.C. 20510-3604 

Dear Senator Coburn: 

OFFICE OF INSPECTOR GENERAL 

Washington D.C. 20250 

On January 14, 2009, you requested that the Office of Inspector General (OIG) review matters 
pertaining to Agriprocessors, Inc., a meat company based in Postville, Iowa. In that letter, you 
expressed several concerns about Agriprocessors and its receipt of approximately C b 'f :::l in 
loan and grant funds from the Department of Agriculture (USDA) to build a sewage treatment 
plant that would allegedly serve only the company and not the residents of Postville. We 
notified you in an April 22, 2009, letter that we would review your concerns involving 
Agriprocessors, Inc. This correspondence represents the results of our inquiry. 

In your January 14, 2009, letter, you expressed concerns that focused on the following section of 
the 2004 Consolidated Appropriations Act. 1 

"Notwithstanding any other provision of law, the City of Postville, Iowa, 
shall be eligible to receive a water and waste disposal grant under 
section 306(a) of the Consolidated Farm and Rural Development Act 
(7 U.S.C. l 926(a)) in an amount that is equal to not more than 75 percent 
of the total cost of providing water and sewer service in the city." 

As a result of this section of the Act, the Rural Utilities Service (RUS), an agency within the 
USDA Rural Development mission area, approved approximately C b 'f 1 of Government 
assistance to the city of Postville to build a sewage treatment plant. The wastewater treatment 
system was used for the sole and exclusive purpose of treating Agriprocessors' wastewater and 
was built on property owned by Agriprocessors. This. company had a record of noncompliance 
with water-quality regulations and filed for bankruptcy in 2008. The USDA funding included a 
$3.3 million grant and a C b 'I "JThe funding was made available through RUS' 
Water and Waste Program, which is designed to help small towns improve water and sewage 
systems for their residents. 

1 Title VII-General Provisions, Section 785, Water and Waste Disposal Grant to the City of Postville, Iowa. 
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Our audit personnel discussed your concerns with RUS National and Iowa State office officials 
and reviewed program regulations and other documentation provided by RUS regarding the 
USDA funding. The following summarizes the results of our inquiry. 

• RUS National office officials stated they were not aware of other sewage treatment projects 
where the sole purpose of the Water and Waste Program funds was to assist the operations of 
a private business (e.g., Agriprocessors ). 

• In the absence of Appropriations Act's provision, the company, Agriprocessors, would not 
have been an eligible applicant for a water and waste loan or grant. 

• RUS officials explained that the agency's files included no waivers from any regulations, 
policies, or procedures to meet the language of Section 785. However, we found that not all 
RVS instructions were followed. Specifically, agency officials did not conduct an economic 
viability assessment on Agriprocessors and did not approve the construction plans and 
specifications for the Agriprocessors project. 

• From the information RUS officials were able to provide, our audit personnel could not 
determine ifthe project was subjected to competitive bidding. 

• Since the loan and grant were made to the city of Postville, the city is responsible for these 
financial obligations. The loan payments to RUS are current, with the next installment due in 
June 2010. 

Should you have any questions or require additional information, please do not hesitate to call 
me at (202) 720-8001, or have a member of your staff call Mr. Gil H. Harden, Acting Assistant 
Inspector General for Audit, at (202) 720-6945. 

Sincerely, 

/signed/ 

Phyllis K. Fong 
Inspector General 



USDA UNITED STATES DEPARTMENT OF AGRICULTURE 
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OFFICE OF INSPECTOR GENERAL 

May 12, 2010 

The Honorable Darrell E. Issa 
Ranking Member 
Committee on Oversight 
and Government Reform 

U.S. House of Representatives 
2157 Rayburn House Office Building 
Washington, D.C. 20515-6143 

Dear Congressman Issa: 

Washington D.C. 20250 

Thank you for your March 24, 2010, letter requesting an update of the report provided last year 
on recommendations made to the Department of Agriculture (USDA) by the Office oflnspector 
General (OIG). Your letter also requested that we identify the number of recommendations 
implemented since our last report and the three open and unimplemented recommendations that 
our office considers to be most important. We appreciate your office granting us an extension to 
provide the Committee our response. The following information is in response to your request. 

In our April 6, 2009, update provided to the Committee, OIG reported 516 recommendations 
pending final action. As of April 24, 2010 (the date of our analysis), USDA agencies have 
implemented (i.e., achieved final action on) 252 of those recommendations-almost 
50 percent-with an estimated agreed amount of over $88 million. 1 

From January 1, 2001, through March 31, 2010, there have been 4,017 recommendations made 
in 709 audit reports issued by USDA OIG. As of April 24, 2010, approximately 
3,326 (82.8 percent) of OIG's recommendations have been implemented. In response to your 
request, we are providing summary information for 691 open recommendations2-regardless of 
the mandatory reporting timeframes3-that have not been resolved or have not peen 
implemented by USDA agencies. 

The enclosed summary-by year of audit issuance--denotes the number of unresolved and 
unimplemented recommendations and the recommendations' potential monetary benefits, with 
overall totals shown in the last two columns. As of the date of our analysis, there were 
94 unresolved (no management decision) and 597 unimplemented (no final action taken) audit 

' This figure was based on the agreed to amount at time of achievement of management decision. Actual cost savings is reported by the Office 
ofthe Chief Financial Officer in its annual Peiformance and Accountability Report. 
2 Even though not in the requested parameters (calendar years 2001-2010 to date), we have included for reference those recommendations 
( 49 in total) still pending final action in audits released prior to calendar year 200 I. 
1 The Inspector General Act, as amended, requires OJG to track and semi-annually report to Congress those audit reports where management 
decision has not been reached (agreement as to the specific corrective actions to be taken on recommendations made) within 180 days of report 
issuance. The USDA Office of the Chief Financial Officer tracks and annually reports to Congress the status of final action (implementation of 
agreed-upon actions) on OIG's audit recommendations. 



The Honorable Darrell Issa 
Page2 

recommendations with an estimated total potential benefit of over $751 million. Due to the 
mission of USDA and the programs administered by the Department, a significant number of our 
recommendations do not present immediate monetary effects; but the impact of these 
recommendations, once implemented, is immeasurable in terms of safety, security, and public 
health. Please also note that this information is a snapshot per se of recommendations currently 
open-audit recommendations are being resolved, final actions are being taken, and new 
recommendations are being made on a continuing basis-so comparison to other analyses will 
vary depending on how and when the information is presented. 

As to identifying what USDA OIG considers to be the most important open and unimplemented 
recommendations, we are providing, as an enclosure, information for recommendations 
contained in the following three audits: 

Pending Final Action 
• Rehabilitation of Flood Control Dams (10601-1-At) 

Pending Management Decision 
• Crop Loss and Quality Adjustments for Aflatoxin Infected Com (05601-15-Te) 
• Conservation Security Program (10601-4-KC) 

As your office is aware, OIG staff work with agency representatives to resolve audit 
recommendations to the level where agency officials agree that actions will be taken, preferably 
within the mandated 6 months of report issuance. Once agreement is reached between OIG and 
the action office, the USDA Office of the Chief Financial Officer (OCFO) tracks the 
implementation of agreed-upon actions until final action is achieved. On April 30, 2010, OCFO 
transmitted a memorandum to all USDA agencies tasking those with unimplemented 
recommendations to establish a goal to close any "late"4 audits by June 30, 2010. If you or your 
staff require additional information as to how OCFO tracks open audit recommendations to final 
action, please contact Acting Chief Financial Officer Jon Holladay or a member of his staff 
at 202-720-5539. 

In your letter, you also solicited our opinion about improving the Inspector General Act of 1978. 
Our comments were included in the April 2, 2010, response provided by Inspector 
General J. Anthony Ogden, Chair of the Legislation Committee of the Council of the Inspectors 
General on Integrity and Efficiency (CIGIE). We believe the CIGIE recommendations, if 
enacted, would benefit the operation of USDA OIG. 

With the approval of your staff, we are sharing a copy of this reply with other congressional and 
USDA entities interested in this topic. 

' Mandatory date for final action to be taken is I year from the date of final audit resolution (achievement of management decision). 
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We appreciate the opportunity to respond to your request. Should you require additional 
information, please call me at (202) 720-8001. If you have any questions concerning the 
division ofresponsibilities between OIG and OCFO in achieving and tracking management 
decision and final action on audit recommendations, please have a member of your staff call 
Mr. Gil H. Harden, Assistant Inspector General for Audit, at (202) 720-6945. 

Sincerely, 

/signed/ 

Phyllis K. Fong 
Inspector General 

2 Enclosures 

cc: (with enclosures) 
The Honorable Edolphus Towns 
Chairman, Committee on Oversight and Government Reform 
U.S. House of Representatives 
2157 Rayburn House Office Building 
Washington, D.C. 20515 

The Honorable Charles E. Grassley 
Ranking Member, Committee on Finance 
United States Senate 
219 Dirksen Senate Office Building 
Washington, D.C. 20510-6200 

The Honorable Thomas A. Coburn 
Ranking Member 
Permanent Subcommittee on Investigations 
Committee on Homeland Security and Governmental 

Affairs 
United States Senate 
Senate Russell Building 1 72 
Washington, D.C. 20510 

The Honorable Tom Vilsack 
Secretary of Agriculture 

Mr. Jon Holladay 
Acting Chief Financial Officer 
Department of Agriculture 



USDA- OFFICE OF INSPECTOR GENERAL 
Open and unimplemented recommendations 

(as of May 3, 2010) 

ENCLOSURE 

Identify what your office considers to be the three most important open and unimplemented 
recommendations. 

Release Estimate Cost 
Audit Number Title Date Rec. No. Savings 
Open Recommendations {pendinQ achievement of mana~ ement decision) 
05601-15-Te Crop Loss and.Quality Adjustments 09/30/08 01 $15,951,016 QC 

for Aflatoxln Infected Corn 
The Risk Management Agency(RMA) provides crop insurance to producers who may have suffered 
economic losses due to aflatoxin infecting their corn harvests. In adjusting the loss claims, we found 
that the approved insurance providers (AIP) accepted extremely low estimated values for the infected 
corn. We found that producers received far more than the values reported on their loss claims. 
Therefore, we recommended that RMA recover the improper payments totaling approximately 
$15.9 million from the AIPs. RMA agreed with the finding and recommendation, but is in the process of 
issuing administrative findings to recover the amount. The questioned costs affected 2,000 loss claims. 

10601-4-KC Conservation Security Program 06/25/09 06, 08, 09, $4,895,958 QC 
16, 17, 18, and FPTBU 
19, 21 • 23 

The Natural Resources Conservation Service (NRCS) under the Conservation Security Program 
provided financial assistance to landowners/producers to support ongoing good conservation 
stewardship on their agricultural lands. We found that NRCS approved participants who were ineligible 
or made errors in determining eligible practices and/or payments. NRCS agreed with the monetary 
exceptions, but is still in the process of properly establishing the questioned costs against the 
participants. 

Unimplemented Recommendations (pendinQ completion of final action) 
10601-1-At Rehabllltatlon of Flood Control Dams 08/25/09 06,10,11 $15,208,001 

FPTBU 
Congress authorized this program for the rehabilitation of aging dams and appropriated funding to 
NRCS because of "the threats to public safety posted by the aging system of flood control structures" 
and, thereby, ensure the safety of the public. Because of NRCS' inadequate strategy to implement the 
program and lack of regulatory authority, we found that NRCS expended funds for assessment of less 
hazardous dams, for assessment and rehabilitation plans where the dam owners did not implement 
their plans, and for the rehabilitation of less hazardous dams, before ensuring that all high hazard dams 
were completed. NRCS agreed with the recommendations, but is still in the process of implementing 
the recommended management corrective actions. 

Legend 
QC - Questioned costs 
FPTBU - Funds to be put to better use 



OPEN RECOMMENDATIONS by Year of Audit Release (Jan 1 2001 through Mar 31 2010) 

U.S. DEPARTMENT OF AGRICULTURE (prepared by the Office of Inspector General - Audit) 

SEE EDIT NOTE 

ENCLOSURE 
as of04/24/10 

This analysis denotes ALL OPEN recommendations reported for this timeframe (regardless of mandatory resolution within 6 months or final action taken within 1 year) 

YEAR OF 
AUDIT 

RELEASE 

Prior to 2001 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 

TOTALS 

Footnote 1 
Footnote2 

Footnote3 
Edit Note 

REFERENCES 

POTENTIAL BENEFIT 
FOR POTENTIAL BENEFIT TOTAL 

NUMBER OF RECOMMENDATIONS NUMBER OF FROM NUMBER OF OPEN TOTAL 
RECOMMENDATIONS AWAITING RECOMMENDATIONS RECOMMENDATIONS RECOMMENDATIONS POTENTIAL BENEFIT 

NUMBER OF UNRESOLVED MANAGEMENT PENDING FINAL ACTION AWATING FINAL (UNRESOLVED I FROM UNRESOLVED I 
RECOMMENDATIONS (No Mgmt Decision) DECISION (OCFO) ACTION PENDING FINAL OPEN 

MADE (OIG) (see footnote 1) (see footnote 2) (see footnote 3) ACTION) RECOMMENDATIONS 

SEE EDIT NOTE 0 $0 49 $11,389,302 49 $11,~9.~02 
612 0 $0 8 $1,416,726 8 $1,416,726 
540 3 $0 8 $34,336 11 $34,336 
486 3 $0 32 $3,356,631 35 $3,356,631 
616 1 $0 42 $39,281 43 $39,281 
423 0 $0 58 $332,230,831 58 $332,230,831 
393 0 $0 41 $20,282 41 $20,282 
284 3 $415,710 54 $3,895,865 57 $4,311,575 
302 6 $15,951,016 106 $118,805,344 112 $134,756,360 
281 62 $224,557' 185 138 $10,366,816 200 $234,924,001 

80 16 $16,761,958 61 $11,800,000 77 $28,561,958 

4017 94 $257,685,869 597 $493,335,414 691 $751,021,283 

Potential monies for recovery or funds to be put to better used based on audit findings and recommendations at time of report issuance. 
Amounts reported also include 126 recommmendations where management decision has been achieved, but one or more recommendations remain open in the audit so final 
management decision is still pending. Tracking/reporting by OCFO begins once "final" management decision is reached on an audit. 
Agreed-upon monies to be collected by agencies at the time of management decision; does not reflect interest or excess amounts which may be collected. 
2010 data includes timeframe of January 1 - March 31, 2010 (For reference we have added those recommendations pending final action prior to 2001 -- not in requested parameters) 

Mandatory date for resolution is 6-months from report issuance 
Mandatory date for final action is 1 year from resolution (management decision) 



From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

YOUNG, ROBERT 
Wednesdav. December 17, 2008 4:02 PM 
c bv ::i 
C 'J TIGHE, KA TH LEEN 
Re: New Oversight Committee Request: Respond by Dec. 31 
USDA-OIG closeout request - Waxman.doc 

Attached is the information requested concerning open audit recommendations. OIG is providing the portion of the 
information for which we have responsibility and data. It is our understanding that the CFO's office will provide the 
remaining requested information. If you have any questions please call me at [ h <e J 

Bob 

1 



USDA- OFFICE OF INSPECTOR GENERAL 
Open Recommendation, by Year (January 2001 through December 2008) 

(data current as of December 15, 2008) 

In response to your e-mail request dated December 15, 2008, the Department of Agriculture's 
(USDA) Office oflnspector General (OIG) has prepared a chart summarizing open 
recommendations - by year - for calendar years 2001 through 2008 (to date). As discussed, this 
chart includes open recommendations up to the point of achievement of management decision. 
The Office of the Chief Financial Officer (OCFO) will be providing a similar chart denoting 
open recommendations that have achieved management decision but actions have not yet been 
completed by the agency for OCFO to consider the recommendations fully implemented. 

The Inspector General Act of 1978, as amended, requires OIG to track and semi-annually report 
to Congress those audit reports where management decision (agreement by agency officials) has 
not been reached within 180 days of report issuance. After management decision has been 
achieved, the USDA OCFO then tracks and annually reports to Congress the status of actions 
being taken by USDA agencies on OIG audit recommendations-with emphasis on those audits 
where implementation of agreed-upon actions has not been completed by the agencies within 
1 year of management decision. 

In our initial response provided in February 2008, as of January 11, 2008, there were 
3,353 recommendations made in 583 audit reports issued by USDA OIG from January 1, 2001, 
through December 31, 2007. At that time, OIG reported that 128 recommendations were 
pending management decision and 604 were awaiting final action (total 732 recommendations) 
on audit reports released during that period. 

As of December 15, 2008, OIG's records reflect the following which now includes calendar year 
2008 (to date as of December 15, 2008): 

653 

3,610 
55 

audit reports issued ( 492 contain recommendations, 161 were issued with 
no recommendations made) 
recommendations made 
recommendations made (1.5%) are pending achievement of management 

decision; of those 55, 34 have not achieved management decision within the 
legislatively mandated 180 days of report issuance. 

The chart you requested for the breakout by calendar year is shown on the following page. 



USDA-OFFICE OF INSPECTOR GENERAL 
Open Recommendation by Year (January 2001 through December 2008) 

(data current as of December 15, 2008) 
Number of 

Recommendations Potential Monetary Benefit from 
Number of Still Open Open Recommendations 

Calendar Year Recommendations (see footnote 1) (see footnote 2) 

2001 612 0 $0 
2002 540 4 $1,536,060 
2003 486 4 $0 

2004 616 3 $164,000 
2005 423 1 $0 
2006 393 0 $0 
2007 283 9 $2,628,653 
2008 257 34 $17,485,725 

TOTAL 3610 55 $21,814,438 

Footnote I Open Recommendations shown are for those pending achievement of management decision (i.e., agreement between OIG 
and the agency that actions will be taken to implement the recommendations. OCFO will be reporting on those 
recommendations that have achieved management decision but are pending final actions being completed by the agency. 

Footnote 2 The amount shown is based on monetary values at report issuance. Once management decision is achieved, the monetary 
value may be adjusted to (I) include additional monies identified for collection or (2) reflect reductions in monies 
collected due to agreements that recoveries were post audit justified or waived. The monetary values at management 
decision are tracked bv OCFO until final actions are completed. 

Three Open Recommendations with the Largest Potential Monetary Benefit 
Please provide a brief description of the three open recommendations with the greatest potential monetary benefit 
(cost savings, funds put to better use, new revenue, etc.) 

1. In consultation with the Office of the General Counsel, the Rural Business-Cooperative 
Service should take action to reduce the amount of the loss payments made to the lenders 
by the value of the missing collateral and the value of the accounts receivable. Audit 
Report No. 34601-3-At, (Rec. No 1) $1,536,060 in funds to be put to better use, Lender 
Servicing of Business and Industry Guaranteed Loans, issued January 28, 2002. (NOTE: we 
have not yet achieved management decision on this recommendation; the legislatively mandated 6-month deadline for management 
decision on this audit was July 27, 2002.) 

2. For crop years 2000 through 2002, collect program payments subject to payment 
limitation for each year for which the Farm Service Agency determines the producers 
adopted a scheme or device to evade payment limitation, and for the subsequent year. 
Audit Report No. 03099-181-Te, (Rec. No. 2) $1,432,622 in questioned costs, Payment 
Limitation Review in Louisiana, issued May 8, 2008. (NOTE: We have not yet achieved management 
decision on this recommendation; the legislatively mandated 6-month deadline for management decision on this audit was November 
4, 2008.) 



3. [Risk Management Agency] Issue administrative findings to recover the improper 
payments resulting from the approximately $15,951,016 in crop year 2005 Aflatoxin
infected com claims for Texas that were calculated using market values of $.25 or less 
per bushel. Audit Report No. 05601-15-Te, (Rec. No. I) $15,951,016 in questioned 
costs, Crop Loss and Quality Aqjustments for Aflatoxin Infested Corn, issued 
September 30, 2008. (NOTE: We have not yet achieved management decision on this recommendation; the legislatively 
mandated 6-month deadline for management decision on this audit is March 29, 2009.) 



USDA UNITED STATES DEPARTMENT OF AGRICULTURE 
:::::=z===;a 

OFFICE OF INSPECTOR GENERAL 

February 21, 2008 

The Honorable Henry A. Waxman 
Chairman, Committee on Oversight 

and Government Reform 
U.S. House of Representatives 
2157 Rayburn House Office Building 
Washington, D.C. 20515-6143 

Dear Mr. Chairman: 

Washington D.C. 20250 

In response to your December 7, 2007, letter, requesting the status of recommendations made by 
the Department of Agriculture's (USDA) Office of Inspector General (OIG), from January I, 
200 l, to the present, we have compiled the enclosed information concerning those 
recommendations that either have not been agreed to or acted on by agency officials. On 
January 30, 2008, OIG requested-and was provided by the Committee-an extension until 
February 22 to submit this information. This extension was required due to the volume of 
information being collected to respond to the Committee's request. 

The Inspector General Act of 1978, as amended, requires OIG to track and semi-annually report 
to Congress those audit reports where management decision (agreement by agency officials) has 
not been reached within 180 days of report issuance. After management decision has been 
achieved, the USDA Office of the Chief Financial Officer (OCFO) then tracks and annually 
reports to Congress the status of actions being taken by USDA agencies on OIG audit 
recommendations-with emphasis on those audits where implementation of agreed-upon actions 
has not been completed by the agencies within l year of management decision. 

There were 3,354 recommendations made in 583 audit reports issued by USDA OIG from 
January 1, 2001, through December 31, 2007. To date, approximately 2,600 (78 percent) of 
OIG's recommendations have been implemented. For this report, we are providing the detailed 
information requested by the Committee for recommendations that have not reached 
management decision within 180 days of report release and on recommendations that have not 
been implemented within 1 year of the management decision date. These recommendations are 
being reported in three categories. 

• Audits with recommendations that have not yet achieved management decision within 
6 months of issuance (i.e., pending management decision}-shown under section A. 

• Audits with recommendations that achieved management decision, but final action has 
not been implemented within 1 year of the management decision date (i.e., pending final 
action}-shown under section B. 
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• Audits with recommendations where the reporting agency has requested final action 
determinations from OCFO (i.e., pending acceptance of final action)-shown under 
section C. 

As of January 11, 2008 (the date of our report), there were 397 unresolved (no management 
decision) or unimplemented audit recommendations. These recommendations were included in 
111 separate audit reports. Of the 397 recommendations, 361 were agreed to by agency 
managers, but corrective action had not been implemented within the agreed-to timeframe 
(within I year) and 36 involved recommendations where management decision had not been 
achieved within 180 days of audit issuance. 

Should you have questions, please call me at (202) 720-800 I, or have a member of your staff call 
Mr. Robert W. Young, Assistant Inspector General for Audit, at (202) 720-6945. 

Sincerely, 

Phyllis K. Fong 
Inspector General 

Enclosure 

cc: 
The Honorable Tom Davis 
Ranking Member 
Committee on Oversight 

and Government Reform 
2 I 57 Rayburn House Office Building 
Washington, D.C. 20515-6143 



UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICE OF INSPECTOR GENERAL 

STATUS OF RECOMMENDATIONS NOT IMPLEMENTED 
FOR AUDITS ISSUED 

JANUARY 1, 2001, THROUGH DECEMBER 31, 2007 
As of January 11, 2008 

A request for information from the 
House Committee on Oversight and Government Reform 



Introduction and Methodology 

Pursuant to the request of the Committee on Oversight and Government Reform, dated December 7, 2007, the Department of 
Agriculture (USDA), Office of Inspector General {OIG), is submitting a report on audit recommendations made to USDA agencies 
for audits issued from January 1, 2001, through December 31, 2007, that have not been implemented as of January 11, 2008. 

The Inspector General Act Amendments of 1988 require OIG to track and semi-annually report to Congress those audit reports 
where management decision has not been reached (agreement as to the specific corrective actions to be taken on 
recommendations made) within 180 days of report issuance. The USDA Office of the Chief Financial Officer (OCFO) tracks and 
annually reports to Congress the status of final action (implementation of agreed-upon actions) on OIG's audit recommendations. 

As of January 11, 2008, there were 732 recommendations pending management decision (128) or final action (604) on audit 
reports released between January 2001 and December 2007. For this report, we are providing the detailed information 
requested by the Committee for 36 recommendations that have not reached management decision within 180 days of report 
release and on 361 recommendations that remain open 1 or more years past the management decision date (final action not yet 
achieved). Of the 361 recommendations that have reached management decision but have not yet been implemented, 39 are 
considered by the reporting agency to have achieved final action, but are pending review by OCFO officials to determine if 
actions taken are adequate to close the recommendation. 

This report has been divided into three sections. 

• Section A, Audits With Recommendations That Have Not Yet Achieved Management Decision Within 6 Months of 
Issuance (i.e., Pending Management Decision) 

• Section B, Audits With Recommendations that Achieved Management Decision, But Final Action Has Not Been 
Implemented Within 1 Year of the Management Decision Date (i.e., Pending Final Action) 

• Section C, Audits With Recommendations Where Reporting Agency Has Requested Final Action Determinations from 
OCFO (i.e., Pending Acceptance of Final Action) 

Each section contains a summary of the audits being reported. Each audit being reported contains specific information 
requested by the Committee on the status of the recommendations not yet implemented. This includes: 

(a) A short summary of the recommendation. 
(b) The status of the recommendation, including whether or not USDA agreed with the recommendation and an 

explanation for the delay in the recommendation's implementation. 
(c) An estimate of costs savings available from implementing the recommendation. 
(d) A description of any non-monetary benefits from implementing the recommendation. 
(e) A short summary of the pertinent OIG audit and its objectives. 
(n The key findings of the OIG audit. 
(g) The OIG report number and issue date. 

We have reported the audits within the mission areas and agencies of the Department. However, some audit reports contain 
recommendations for one or more agencies. These specific reports have been footnoted to show other agency involvement. 

In addition, the Committee had requested-under item (b) above-that the report was to include whether the USDA agency 
agreed with the cited recommendation. Unless noted otherwise, the agency concurred with the recommendation at the time 
management decision was achieved. 



Table of Contents 

PAGE NUMBERS 
SECTION A SECTION B SECTIONC 

Final Action 
Pending Requested-

Management Pending Final Pending OCFO 
MISSION AREA I AGENCY Decision Action Determination 

SECTION BEGINS ON PAGE 1 51 259 
Farm and Foreiqn Aqricultural Service 5 59 262 
Farm Service Agencv 6 60 263 
Commodity Credit Corporation to report 71 269 
Foreign Agricultural Service 14 77 None to reoort 
Risk Management Agencv 17 81 None to reoort 

Food, Nutrition, and Consumer Services 92 271 
Food and Nutrition Service None to rePOrt 93 272 

Marketing and Regulatory Programs 100 274 
Animal and Plant Health Inspection Service None to report 101 275 

• Food Safetv 26 121 277 
Food Safetv and Inspection Service 27 122 278 

Research, Education, and Extension Service 138 
Agricultural Research Service 139 
Coooerative State Research, Education, and Extension Service None to repart 147 None to report 

Rural Development 31 150 
Rural Develooment None to report 151 
Rural Utilities Service (includes Rural Telephone Bank) 33 None to reoort 
Rural Business - Cooperative Service 34 155 
Rural Housing Service 36 168 None to report .. and Environment 177 
Forest Service 178 
Natural Resources Conservation Service None to report 217 None to report 

Civil Riqhts 41 224 
Office of Adjudication and Compliance (formerly Civil Rights) 42 225 None to report 

Deoartmental Administration 227 
Office of Human Capital Management 228 
Office of Procurement and Propertv Management 230 
Office of Safetv and Security None to report 234 None to report 

• Office of the Chief Information Officer 45 237 None to rePOrt 
Multi-Aaency Audits 46 240 None to report 

Aooendix A Listing of all unimplemented recommendations beino reported 283 
Anoendix B- Acronvms used in this document 293 

FOOTNOTE: There were no unimplemented recommendations to report for the USDA offices not listed above. 



SECTION A PENDING MANAGEMENT DECISION 

SECTION A 

Audits With Recom1nendations That Have Not 
Vet Achieved Management Decision 

Within 6 Months of Issuance 

USDA-OIG Unimplemented Recommendations Page 1 



SECTION A PENDING MANAGEMENT DECISION 

STATUS OF UNIMPLEMENTED RECOMMENDATIONS 
For Audits Issued January 1, 2001, through December 31. 2007 

AUDITS WITH RECOMMENDATIONS PENDING MANAGEMENT DECISION 
(No management decision reached within 180 days of audit release) 

NMD Over 180 days as reflected In ARGOS download dated 01/15/08 

RBS 346010003AT LENDER SERVICING OF B&I 01/28/02 1 5 $1,536,060 
GUARANTEED LOANS 

RMA 050990014KC MONITORING OF RMA'S 03/15/02 1 
IMPLEMENTATION OF MANUAL 
14 REVIEWS/QUALITY CONTROL 
REVIEW SYSTEM 

RMA 
RMA 
FSIS 246010002KC FSIS OVERSIGHT OF CONAGRA 

RECALL 
MULTI 500990012KC USDA- IMPLEMENTATION OF 
(RMAIFSA) AGRICULTURAL RISK 

PROTECTION ACT 
MULTI 
IRMA/FSAI 
RMA 
FSA 500990013KC HOMELAND SECURITY ISSUES 

FOR USDA GRAIN AND 
COMMODITIES INVENTORIES 

FSA 
FSA 
FSA 
FSA 
FSA 
FSA 
FSA 
FSA 
FSA 
FSA 
RHS 040990143CH AUDIT OF LITTLE EGYPT 

PROJECT OPERATIONS, CAIRO, 
ILLINOIS 

FSIS 246010005AT HACCP - COMPLIANCE BY VERY 
SMALL PLANTS 

! RBS 340990007TE REQUEST AUDIT OF B&I 
GUARANTEED LOAN IN 
ARKANSAS 

RUS 096010004TE BROADBAND GRANT AND LOAN 
PROGRAMS 

RHS 040990341AT SINGLE-FAMILY HOUSING, 
BORROWER INCOME 
VERIFICATION PROCEDURES 

FAS 076010001HY TRADE PROMOTION 
OPERATIONS 

MULTI 505010008FM I INFORMATION TECHNOLOGY -
LOST OR STOLEN ITEMS 

3 
4 

09/30/03 20 

09/30/03 

2 

4 
02123/04 1 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

09/30/04 1 

06/24/05 14 

09/29/05 4 

09/30/05 10 

08/14/06 3 

02122107 5 

02/27/07 1 

USDA-OIG Unimplemented Recommendations Page 2 

1 $164,000 

1 $30,377,069 



SECTION A PENDING MANAGEMENT DECISION 

• CIO 4 
RMA 050990027 AT EVALUATION OF RMA 03126107 1 $415,710 

INDEMNITY PAYMENTS FOR 
2004 FLORIDA HURRICANES 

FAS 506010012AT IMPLEMENTATION OF TRADE 03128107 2 
TITLE OF 2002 FARM BILL AND 
PRESIDENT'S MANAGEMENT 
AGENDA 

FAS 3 
FAS 4 
FAS 5 
FAS 6 
RHS 046010015CH CONTROLS OVER SINGLE- 03130107 4 

FAMILY HOUSING FUNDS 
PROVIDED FOR HURRICANE 
RELIEF EFFORTS 

RHS 5 5 $320,152 
OCR 010004HV REVIEW OF USDA EMPLOYEE 05114107 2 

CIVIL RIGHTS COMPLAINTS 

16AUDITS TOTAL RECOMMENDATIONS REPORTED 36 $32,812,991 

legenda and Notet 
General Per OCFO - audits that have not yet achieved complete management decision are not listed in tts report. Traci<inglreporting begins once C(lmp1e1e 

management decision is achieved. 
General Tltles are based on those ident~ied in ARGOS and may very from the actual t!Ues used in the released OIG audrt 

MonetarvCodet 
cooes 1-3 Questioned Costs and Loans 
Codes 4-7 Funds to be Put to Better Use 
Codes 8 ldentifted Accounting Classification Errors 

StatutCode 
NMD 
Pending 
Closure 

Recommendation has not achieved management decision with 180 days of release 
Agencies are currently taking actions to implement recommendations 
Agencies have implemented recommendations and are requesting final action from OCFO 

USDA-OIG Unimplemented Recommendations Page 3 
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PAGE INTENTIONALLY LEFT BLANK 
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SECTION A PENDING MANAGEMENT DECISION 

FARM AND FOREIGN AGRICULTURAL SERVICES 

(includes) 

FARM SERVICE AGENCY 
COMMODITY CREDIT CORPORATION (under FSA) 

FOREIGN AGRICULTURAL SERVICE 
RISK MANAGEMENT AGENCY 

USDA-OIG Unimplemented Recommendations Page 5 



SECTION A PENDING MANAGEMENT DECISION 

FARM SERVICE AGENCY (FSA) 

AUDITS RELEASED BUT RECOMMENDATIONS HAVE NOT YET ACHIEVED MANAGEMENT DECISION 
WITHIN 6 MONTHS OF ISSUANCE 

Summary of the Audit Objectives (e): 

Determine if USDA developed and implemented actions adequate to minimize risks of destruction, contamination, and 
adulteration of USDA agricultural commodity inventories (hereinafter referred to as "USDA agricultural commodities"), including 
bulk rains, oilseeds, rice, and recessed commodities. 
Key Findings (f) : 

The vulnerability of USDA agricultural commodities to threats and attacks has been neither properly determined nor adequately 
addressed. 
Number of Recommendations Not Yet Resolved: 
Recommendation Number: 
Action A enc : 
(a) Summary of unimplemented recommendation 

(b) Status of unimplemented recommendation 

c Estimated cost savin s if im lemented 
(d) Description of non-monetary benefits if implemented 

11 

FSA 
In collaboration with USDA's Homeland Security Office, (HSO) 
develop food safety and security strategies for commodity 
o erations and related f rams and activities. 
FSA generally agreed with the recommendation and discussed 
with USDA's HSO the audit report and actions that FSA should 
pursue. The USDA HSO directed FSA to conduct a risk 
assessment under the supervision of the USDA HSO. 

FSA planned to conduct its homeland security risk assessment 
for commodity operations by December 2004, and to use the 
results of the completed risk assessment to formulate 
corrective actions for the 11 open recommendations in the 
report. However, completion of the risk assessment was 
delayed when OMB denied apportionment for FSA to hire a 
contractor to guide the agency through the risk assessment. 

In August 2006, FSA reported that, due to the lack of funding 
to hire a contractor, FSA determined to conduct the required 
assessment with the assistance of other Departmental agency 
personnel trained in facilitating risk assessments. In 2007, FSA 
participated in three Strategic Partnership Protection 
Agroterrorism (SPPA) facility risk assessments covering export 
and country elevators and food warehouses. FSA will use the 
results of those risk assessments in responding to the audit 
recommendations and expects to complete its reply to the 
audit recommendations no later than March 2008. 
Not a licable 
Assurance that USDA has mitigating strategies for potential 
threats or contamination of USDA a ricultural commodities. 
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SECTION A PENDING MANAGEMENT DECISION 

Audit Number (q): 500990013KC 
Recommendation Number: 3 
Action Aoencv: FSA 
(a) Summary of unimplemented recommendation Incorporate homeland security and safety issues into the 

agency's Commodity Operations' mission statement, policies, 
and orocedures. 

(b) Status of unimplemented recommendation FSA generally agreed with the recommendation and planned 
to formulate appropriate corrective action for the 
recommendation using the results of its homeland security risk 
assessment for commodity operations. However, completion of 
the risk assessment was delayed until 2007. (See also 
Recommendation 1.) 

FSA will use the results of the 2007 risk assessment(s) in 
responding to the audit recommendation and expects to 
complete its reply to the audit recommendation no later than 
March 2008. 

(c) Estimated cost savin!ls if implemented Not aoolicable 
(d) Description of non-monetary benefits if implemented Assurance that Commodity Operations gives attention to the 

safety and security of USDA agricultural commodities in 
carrying out its various activities relating to the warehousing, 
acquisition, handling, storage, processing, and disposal of 
aaricultural commodities.· 

ndation Number: 4 
Action Aoencv: FSA 
(a) Summary of unimplemented recommendation Develop and implement homeland security action plans and 

tactical procedures for Commodity Operations. This should be 
accomplished with active participation of all effected 
stakeholders to the extent practicable. 

(b) Status of unimplemented recommendation FSA generally agreed with the recommendation and planned 
to formulate appropriate corrective action for the 
recommendation using the results of its homeland security risk 
assessment for commodity operations. However, completion of 
the risk assessment was delayed until 2007. (See also 
Recommendation 1.) 

FSA will use the results of the 2007 risk assessment(s) in 
responding to the audit recommendation and expects to 
complete its reply to the audit recommendation no later than 
March 2008. 

(cl Estimated cost savinQs if implemented Not applicable 
(d) Description of non-monetary benefits if implemented Assurance that Commodity Operations has in place 

procedures, developed in conjunction with effected 
stakeholders to the extent practicable, to safeguard USDA 
aaricultural commodities. 

Recommendation Number: 5 
Action Aaencv: FSA 
(a) Summary of unimplemented recommendation In collaboration with FDA and the USDA HSO, implement 

measures to manage and protect USDA agricultural 
commodities. 
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