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NOMINATION OF CHARLES F. CONNER TO BE
DEPUTY SECRETARY, U.S. DEPARTMENT OF
AGRICULTURE

WEDNESDAY, APRIL 6, 2005,

U.S. SENATE,,
COMMITTEE ON AGRICULTURE, NUTRITION, AND FORESTRY,,
Washington, DC.

The committee met, pursuant to notice, at 9:17 a.m., in room
328—-A, Russell Senate Office Building, Hon. Saxby Chambliss,
chairman of the committee, presiding.

Present or submitting a statement: Senators Chambliss, Lugar,
Talent, Coleman, Harkin, Leahy, Conrad, Baucus, Lincoln, Nelson,
and Salazar.

STATEMENT OF HON. SAXBY CHAMBLISS, A U.S. SENATOR
FROM GEORGIA, CHAIRMAN, COMMITTEE ON AGRICULTURE,
NUTRITION, AND FORESTRY

The CHAIRMAN. Good morning. We are here today regarding the
nomination of Chuck Conner to be Deputy Secretary of Agriculture.

Mr. Conner is no stranger to this committee. From 1980 to 1985,
he served as Senator Lugar’s agricultural aide. From 1985 to 1987,
he was a professional staff member with the Senate Agriculture
Committee. From 1987 to 1997, he served first as Minority Staff
Director, then as Majority Staff Director of this committee.

I will have to say, just from a personal perspective, having
served in Congress for 10 years, I have known Chuck for basically
all of those 10 years, and Senator Lugar, you made an excellent
choice when you chose Chuck Conner to join your staff. He is cer-
tainly someone who has extensive knowledge of agriculture and of
our programs and has been a very good person to work with over
the years.

Mr. Conner was President of the Corn Refiners Association from
1997 to 2001. Since 2001, he has been the Special Assistant to the
President for Agricultural Trade and Food Assistance.

Mr. Conner is accompanied today by his wife, Dru, and their four
children, Katie, Ben, Andrew, and Emily. We are pleased to have
all of you with us. Also in attendance today are Chuck’s brother,
Mfike Conner, and his sister-in-law, Sally Lindsey. Welcome to each
of you.

Senator Harkin is not here yet, but we will give him an oppor-
tunity to make any comment he wishes to when he comes in.

I want to let you all know what we are going to do this morning.
Because of the Joint Session later this morning, I will ask my col-
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leagues either to submit their opening statements for the record or
present them during the first round of questioning. We have the
session at—I believe we need to be on the floor at 10:30, so we are
going to try to move this along, and that is our reason for bumping
up the time table.

With that, I would like to turn to Senator Lugar for an introduc-
tion of Mr. Conner. Senator Lugar.

STATEMENT OF HON. RICHARD LUGAR, A U.S. SENATOR FROM
INDIANA

Senator LUGAR. Thank you very much, Mr. Chairman. This is an
especially high moment for me and I am grateful to have this op-
portunity to introduce to my fellow members Chuck Conner. He is
a true friend of American agriculture and certainly a loyal friend
of mine.

Almost 20 years ago, Chuck Conner was a young member of my
staff, was with me when former Secretary of Agriculture John
Block visited our farm and announced the first Conservation Re-
serve program. It is fitting that both Chuck Conner and the Con-
servation Reserve have matured during that generation into pillars
of American agriculture, in my judgment.

He began working for me, as you have mentioned, Mr. Chairman,
in 1980 in my personal office as a legislative assistant handling ag-
ricultural issues. Chuck was always in tune with agricultural
issues on a national level, but more importantly, he understood the
issues farmers were facing and that he faced in the fields of Indi-
ana. In fact, he grew up on one of those Indiana farms in Benton
County, was an active participant in the family’s 1,100-acre corn
and soybean farm, and paid for his college education at Purdue
University by starting his own hog operation that I believe blos-
somed to nearly 20 registered Chester white sows.

Chuck combined this formative experience and his Bachelor of
Science work in agricultural economics at Purdue just prior to com-
ing to Washington to serve on my staff. Subsequently, Chuck has
been an integral figure in forming Federal agricultural policy.
While working with me as a member of the staff and later as the
staff member and Staff Director of this committee, Chuck helped
usher forward farm bills through the Senate, including the 1996
FAIR Act that ended 60 years of Federal reduction controls.
Chuck’s work in the Senate can be seen in moving American agri-
culture to a more free market system, thoughtfully making the
USDA more efficient, making food safer, reforming the farm credit
system, updating commodity futures laws, and preserving and im-
proving our nation’s child nutrition laws.

Chuck later played important roles in policy development as
President of the Corn Refiners Association, and most recently as
President Bush’s Special Assistant for Agriculture.

I have had the distinct pleasure of witnessing Chuck succeed in
each of these professional pursuits. More importantly, my wife
Charlene and I have also enjoyed watching Chuck marry another
Hoosier who also worked in my office. His wife, Dru, is with us
today. They have done a tremendous job in raising their four chil-
dren, Katie, Ben, Andrew, and Emily.
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Chuck has always possessed sound character, an ability to work
in a bipartisan manner to improve our nation’s food and fiber infra-
structures. As both a farmer and Senator on this committee, I am
confident that Chuck will serve our nation superbly as Deputy Sec-
retary of Agriculture at the United States Department of Agri-
culture.

I thank you, Mr. Chairman, for allowing me to make this state-
ment. I will ask your leave in a few minutes to go do my duty on
the floor as we proceed with the other responsibility I have in for-
eign relations. There will be a vote probably about 10:10, so this
may influence the work of the committee likewise. Thank you.

The CHAIRMAN. Thank you, Senator. We appreciate your contin-
ued strong leadership as a member of this committee. I just re-
ceived that same information, that there is a vote on your bill at
about 10 this morning. I will just say, too, there is a possibility we
may not finish until after the speech of President Yushcenko. If we
are not finished, we can come back and we will resume the hear-
ing.
Senator Leahy had a quick comment.

STATEMENT OF HON. PATRICK LEAHY, A U.S SENATOR FROM
VERMONT

Senator LEAHY. I do, Mr. Chairman, and I appreciate it. I
couldn’t help but think, I was talking with Chuck Conner earlier
and it feels like old times with Dick Lugar and myself and Chuck.
I have known him for a lot of years. The President could not have
made a finer choice. He really could not have made a better choice
for the No. 2 slot at USDA.

I know during the time he worked for Senator Lugar and worked
with this committee, part of the time I was chairman, part of the
time Senator Lugar was chairman, and we all benefited by his good
judgment. I told him today he has that facility, which very much
reflects Senator Lugar, that he always kept his word, and it made
our life a lot easier as a result.

It was in 1990, we did a farm bill in about a week, a 5—year farm
bill that had taken, 5 years before, had taken seven or 8 weeks,
but because we could work together, we worked out probably 95
percent of the Farm bill by consensus and a lot of that is because
of the great work that Chuck was doing.

I know there are going to be a lot of challenges ahead. I want
to commend you, Mr. Chairman, for your effort to protect the pro-
grams. A lot of them are facing funding cuts. I know you have been
working with Chairman Gregg on that. Obviously, I wish we didn’t
have any cuts, but we are in far better shape because of the work
you are doing.

Chuck Conner and I talked earlier about some of the feeding pro-
grams. It has been a hallmark, a bipartisan hallmark of this com-
mittee from the time of Dole-McGovern to Dole-Leahy to Lugar-
Leahy, feedings programs that have gone through here. It has
worked very, very well.

We will have questions on the MILC program here. Chuck knows
well there have been divergent views on dairy in this committee.
We have found something we can bring a lot of those views to-
gether.



4

Frankly, Mr. Chairman, your leadership is going to be very help-
ful to us, but you are going to be helped by having such a consum-
mate professional at USDA. I compliment the Secretary. I com-
pliment the President. I hope that doesn’t hurt you, Chuck——

[Laughter.]

Senator LEAHY [continuing]. I compliment you all for this, and I
thank you, Mr. Chairman. I will put my full statement in the
record.

The CHAIRMAN. Thank you.

The CHAIRMAN. Before I turn to Mr. Conner, let me say that we
received a letter this morning addressed to Senator Harkin and
myself from over 60 commodity groups that are in support of the
nomination of Chuck Conner for this position.

[The letter can found in the appendix on page 26.]

Senator LEAHY. Also, Mr. Chairman, if you do reach a point
where you are going to be voting, you have my proxy to expedite
this in any way you can.

The CHAIRMAN. Thank you.

Senator Harkin, we are just getting ready to turn it over to Mr.
Conner, but if you prefer to go ahead and make a statement, we
will let you go ahead, whatever is your preference.

Senator HARKIN. Thank you, Mr. Chairman. I apologize for being
late to the committee.

The CHAIRMAN. Senator Harkin.

STATEMENT OF HON. TOM HARKIN, A U.S. SENATOR FROM
IOWA, RANKING MEMEBER, COMMITTEE ON AGRICULTURE,
NUTRITION, AND FORESTRY

Senator HARKIN. I will put my whole statement in the record. I
won’t burden you with reading the whole thing, but again, just to
welcome Chuck Conner here, to congratulate him on his nomina-
tion to serve as Deputy Secretary.

Obviously, I first met Chuck when I came here in 1985 when he
was with Senator Lugar and we have had a great relationship ever
since. I can say without any hesitation or any fear of contradiction
that any time that we worked on farm legislation in the 1980°’s—
we had some pretty tough bills in those days, on the credit bill that
we passed, Chuck was working on that—on through the 1990’s,
every time we had any dealings, Chuck was always there, open,
abo}\lre board, willing to work with us, just a great person to work
with.

Then I followed him through his work in the administration on
the last Farm bill when I was privileged to be chairman for a brief
shining moment and Chuck was representing the White House and
we had a great relationship. We got the Farm bill through in a
great bipartisan manner and had a great signing in the White
House.

I just say that in the 20 years I have known Mr. Conner, Chuck
Conner, I can say that he is an outstanding individual, someone I
admire greatly, someone who knows agriculture, cares about rural
America deeply, and I just congratulate him on this new position,
look forward to working with him, and hope we can expedite this,
Mr. Chairman, and get him confirmed as soon as possible.
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Thank you, Chuck, for so many years of service to this com-
mittee, to agriculture, and to our country.

The CHAIRMAN. Thank you, Senator.

Chuck, before we ask you to testify, would you please stand and
let me swear you in.

Do you swear or affirm that the testimony you are about to pro-
vide is the truth, the whole truth, and nothing but the truth, so
help you, God?

Mr. CONNER. I do.

The CHAIRMAN. There is one question we need to ask you for the
record, before you make any comment. Do you agree that you will
appear before any duly constituted committee of Congress, if asked
to appear?

Mr. CONNER. I will, Mr. Chairman.

The CHAIRMAN. Thank you very much, and we look forward to
your comments.

STATEMENT OF CHARLES F. CONNER, NOMINEE TO BE
DEPUTY SECRETARY, U.S. DEPARTMENT OF AGRICULTURE

Mr. CONNER. Thank you. Mr. Chairman, Senator Harkin, mem-
bers of the committee, I am grateful to the Committee on Agri-
culture. Thank you, Mr. Chairman, also for promptly scheduling
this hearing to consider my nomination. I am humbled and honored
to have been nominated to serve President Bush in this way.

I want to begin my opening statement by thanking the man who
is responsible for many of my professional successes. Senator
Lugar, as most of you know, has had a profound impact on my life.
You will note from my information that I was only 22 years old
when Senator Lugar took a chance and offered a farm boy from In-
diana the opportunity to come to Washington to work on food and
agricultural policy. On the day that I started working for Senator
Lugar, I left behind tearful relatives in Indiana and flew on an air-
plane for the first time and traveled to Washington, DC. My life
would never be the same, and the next 17 years were some of my
very best. Senator Lugar, you have modeled for me a life of integ-
rity and decency in public service, and for that, I will always be
grateful.

Senator Lugar, as he mentioned in his opening statement, has
had a large impact on my personal life, as well. He also gave an
opportunity to a young woman from Fort Wayne, Indiana, to work
in his office. My wife, Dru, and I met and were married while
working for him and I will always be grateful to him for providing
me that opportunity to meet my wife, and, of course, now to have
our four terrific children who are here with me today.

Mr. Chairman, if confirmed by the Senate and by this committee,
I want you to know that I will be guided by my experiences that
have helped to shape my professional career over the last 24 years.

I have seen this committee through many leadership changes.
Herman Talmage, a Democrat from Georgia, was the chairman of
this committee when 1 started working here in 1980. Senators
Lugar, Cochran, and Leahy, I believe, are the only members still
serving from those days. The issues have changed somewhat, but
one thing that has not changed is the fact that this committee con-
tinues to accomplish great things through bipartisanship efforts.
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During my tenure as Staff Director of this committee, I hope, Mr.
Chairman, that I demonstrated my desire and ability to work with
both sides of the aisle. We may disagree, but we can debate those
disagreements knowing that each participant has a common goal,
the goal of promoting the welfare and interest of the farmers and
ranchers of this great land and those who produce the products
that sustain us. That is a value shared by Secretary Johanns and
President Bush. If confirmed by this committee and the full Senate,
I pledge to you that I will continue to make every effort to work
with both sides of the aisle and to reach out to all regions of the
country.

Second, my firsthand experiences have developed in me an ap-
preciation of the honor and importance of production agriculture. I
grew upon a family farm. I watched my father toil every day of his
life just to provide a modest living for his family. If confirmed, I
will be an advocate for the farmers and ranchers. The farmers and
ranchers who provide an abundance of low-cost food and fiber for
this country and others around the world should be given the op-
portunity to earn a decent living for their family. This applies to
the farmers and ranchers of Georgia, Mr. Chairman, North Dakota,
Vermont, California, wherever the case may be, and including, of
course, the farmers and ranchers of Indiana.

Third, I believe we must do everything we can in order to keep
a competitive advantage around the globe for U.S. farmers and
ranchers. This principle means that, just like President Bush and
Secretary Johanns, I am firmly behind our trade negotiations and
their efforts to reduce tariffs and duties on our agricultural exports.
It is difficult to remain competitive if big duties must be paid in
order to export. I believe this can be done in an environmentally
sensitive manner by using incentive-based programs, many of
which are targeted at working lands. To remain competitive, we
also must utilize our strong agricultural research system, which I
am a strong advocate of, and must get this information into the
hands of our producers.

Mr. Chairman, my experiences on this committee have not been
limited to farm programs. The late 1980’s and early 1990’s were
difficult years for American agriculture. The senior Senator from
Vermont, Senator Leahy, was the chairman of the committee dur-
ing many of those years and we faced difficult challenges. We tack-
led issues like rescuing the Farm Credit System, promoting con-
servation programs, providing a safety net for the poor, reorga-
nizing the U.S. Department of Agriculture, managing our National
Forest System, and strengthened our rural development programs,
and many others. All were priorities of the chairman and ranking
member, and it has gone a long way toward preparing me for the
awesome responsibility that awaits me if I am confirmed by this
committee.

I close, Mr. Chairman, by simply thanking the members of this
committee, past and present, for your help in preparing me for this
job. If confirmed by this committee and the U.S. Senate, I can as-
sure you that I will work hard to earn your support and respect
and to live up to the standards exemplified by the members of this
committee.
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Thank you, Mr. Chairman, and I would be happy to answer any
of your questions.

The CHAIRMAN. Chuck, thank you very much for that fine open-
ing statement.

[The prepared statement of Mr. Conner can be found in the ap-
pendix on page XX.]

The CHAIRMAN. Traditionally, the Deputy Secretary has acted as
the day-to-day Chief Operating Officer of the Department. What
management skills area would you bring to that aspect of the Dep-
uty’s job?

Mr. CONNER. Mr. Chairman, one of the responsibilities that came
upon us in the late 1980’s and early 1990’s was legislation that was
proposed by this committee to actually do what was regarded as
probably the most comprehensive reorganization of the manage-
ment structure of the Department of Agriculture. This, as you can
imagine, was a very controversial piece of legislation. Any time you
are talking about changes, changes in offices, perhaps even relo-
cating or collocating offices, as was the case, these are very con-
troversial matters.

Over the course of a long period of time, we successfully pro-
duced legislation that both Senator Lugar and Senator Leahy
championed, had broad bipartisan support, and really is the frame-
work of the existing Department of Agriculture as we know it
today. Certainly, that was a big training ground, if you will, for my
understanding of the structure of the Department of Agriculture,
how the management system works within that agency.

Just generally over the years, many, many experiences have pre-
pared me for this job. Most of all, Mr. Chairman, what prepares me
for this job is the heart that I have for the American farmer and
rancher, and that is basically what the agency has, as well, and
whether it is career people, political people, they serve at USDA be-
cause they want to promote the welfare and interest of the farmers
and ranchers.

We are going to get along well. There are many, many fine pro-
fessional people over at USDA whom I have worked with for many
years. I look forward to working with them, as well, in this capac-
ity.

The CHAIRMAN. One frustrating area for this member has been
the lack of communication with the administration relative to agri-
cultural issues, and no greater point on this can be made than the
recent issue relative to the budget. I don’t know of any member of
this committee who had any dialog of any sort with the administra-
tion prior to that budget coming out, and that is very frustrating
to us because it has to be a team effort, particularly on something
as sensitive as the budget.

What level of communication do you think is necessary, and if we
are going to improve that dialog, how do you intend to improve the
relationship from a communications standpoint between the Hill
and the administration?

Mr. CoNNER. This is an area, Mr. Chairman, that I know Mike
Johanns and I want to focus upon a great deal, and the current
Secretary has already done a great deal to promote that increase
in communication. The Secretary is quick to pick up the phone to
call. T certainly know that he is quick to respond to your requests



8

and is eager to do so, and certainly, Mr. Chairman, I am going to
be that way, as well.

I want to work with this committee, obviously. If it is not clear
from my opening statement, I regard this committee as my home
in many ways, professionally speaking, and it would give me no
greater pleasure than to have a very close working relationship
with this committee, with the House Agriculture Committee, where
I have many colleagues whom I have worked with for many years.
I just can’t imagine attempting to run the Department without that
close working relationship.

The CHAIRMAN. You alluded to this in your opening statement,
but let me just ask you again. We live in a country that is very
large and very diverse and we are blessed with a variety of soil and
climatic conditions that allows us to produce a wide range of food
and fiber products. Different parts of the country face different
challenges and have different histories and needs. New England
dairy farmers face issues that are different from Midwestern corn
3nd soybean farmers or Western cattlemen or Southern cotton pro-

ucers.

Do you agree that there are regional differences in American ag-
riculture and that the government programs should not attempt to
penalize any region of the country?

Mr. CONNER. I agree with that statement, Mr. Chairman. I will
openly acknowledge to you that perhaps my knowledge of the agri-
cultural commodities in this country outside of what I grew up
with, which were corn, soybeans, wheat, cattle, hogs, those kinds
of issues, my knowledge of those perhaps came the hard way, sit-
ting around this committee. It probably began in 1985 when I actu-
ally became a professional staff member on this committee and
Senator Jesse Helms was chairman of this committee at that par-
ticular time and I had to learn in a hurry about tobacco——

[Laughter.]

Mr. CONNER [continuing]. Peanuts and issues like that. I believe
I have done so. Obviously, when Senator Leahy, and the relation-
ship we had with him during all of those years, Vermont agri-
culture was very, very unique, as well, in that situation. I may
have a few lumps and bruises over the years, but I believe my 24
years has given me a hearty understanding of just how broad and
diverse American agriculture really is.

The CHAIRMAN. From personal experience, having a keen interest
in tobacco and peanuts myself——

[Laughter.]

The CHAIRMAN [continuing]. You learned well, Mr. Conner.

Mr. CONNER. Thank you, Mr. Chairman.

The CHAIRMAN. You have always been very knowledgeable and
very helpful to this member as a member of the House as well as
over here.

With that, I will turn to Senator Harkin.

Senator HARKIN. Thank you very much, Mr. Chairman.

Again, Chuck, congratulations on this appointment. I look for-
ward to working with you. I just have a couple of things I want
to cover with you.

Back in 2001 and 2002, when you were representing the White
House, you were engaged in the Farm bill negotiations quite inti-
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mately. One that I know that you were engaged in was the energy
title because we came up with a new energy title for the first time.
We discussed this at length and it received pretty broad bipartisan
support, to put an energy title in the Farm bill.

In that title, as you will recall, there is a provision, Section 9002,
that requires all Federal agencies and departments to purchase
bio-based products identified by USDA as long as they are reason-
ably equivalent in price, performance, and availability. It is a very
simple title, 9002, but this is a very vital but often unheralded pro-
vision that will greatly benefit American agriculture, help drive
rural economic development, wean our country off foreign sources
of oil, and provide tangible environmental benefits.

Now, that is in the bill. That doesn’t just say the Department of
Agriculture. It says all Federal departments and agencies, from the
Department of Defense to Department of Interior to everything else
shall—it doesn’t say may—shall give a preference to bio-based
products in their purchasing as long as they are equivalent in
price, performance, and availability.

Well, not much has happened. Last year, I asked GAO for a
study on this to see what had happened. About a year ago, it came
out with a pretty scathing, I thought, indictment of the USDA for
not doing anything on this. Still to this date, we still don’t have
any action from USDA. Not one product has been designated for
purchase after all this time, and yet the language is very clear. It
says, “shall give a preference.” This wasn’t something slipped in.
This was discussed. People thought this was a great way to start
getting the Federal Government to be a purchaser of these prod-
ucts.

Now, about a year ago about this time, President Bush was in
Iowa and I had the privilege of riding in the car with him and I
talked about this with him and he became quite intrigued. I didn’t
expect him, obviously, to know about it. He doesn’t know about all
these little things in the bill. He called a staff person over, whose
name I don’t know, and said, “Talk to Harkin here about this.” He
talked about it and he took some notes, but not much has hap-
pened.

It has been very frustrating for some of us who worked hard on
the energy title to see that provision there, to see the great pur-
chasing power of the Federal Government. I remember I told Presi-
dent Bush, he said, “Well,” he said, “we are for ethanol.” I said, “It
has nothing to do with ethanol.” He said, “What are you talking
about?”

He was drinking water out of one of these little plastic cups. I
said, “Mr. Chairman, how many of those plastic cups do you think
the Department of Defense buys every year, just the Department
of Defense?” He said, “Obviously a lot.” I said, “Well, that is what
we are talking about. There is a plant right north of Omaha, Ne-
braska, right now, Dow Cargill, makes these cups out of biodegrad-
able starch. McDonald’s is buying them. If McDonald’s can buy
them, certainly the Department of Defense could buy them.” Well,
that got his interest. That is when he called the staff guy over and
had him talk to me.

I just want your thoughts as Deputy Secretary, since you will be
operating the day-to-day operations, to make this program a high
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priority. Specifically, will you work to get the first rules desig-
nating items for purchase published in the Federal Register and ef-
fective as soon as possible?

Mr. CONNER. I will, Mr. Chairman, or Senator Harkin. I ac-
knowledge to you this is a mandate in the Farm bill, and I will also
acknowledge to you that it has probably taken us too long to get
this in place. I can’t recall the precise timeframe, Senator Harkin,
but we are moving and getting closer on this——

Senator HARKIN. Good.

Mr. CONNER [continuing]. We can expect some action on this rel-
atively soon.

Senator HARKIN. Great.

Mr. CONNER. I can assure you, though, that if confirmed and I
get over there, that we will get this done because it is a mandate
of the Farm bill and it should be done.

Senator HARKIN. I appreciate that very much. You can see why
I am a fan of Chuck Conner’s. He is straightforward. He just says
it right the way it is.

[Laughter.]

The CHAIRMAN. He said what you wanted.

Senator HARKIN. He is just straightforward. He doesn’t beat
around the bush.

The second thing, with your indulgence, and you knew I was
going to ask about this, the Conservation Security Program.

Mr. CONNER. I did know that.

Senator HARKIN. You knew I was going to get to that, right?

[Laughter.]

Senator HARKIN. Participation in the first CSP sign-up was much
lower than NRC has expected. This year, with 220 watersheds,
there will be much less money per watershed from the contracts,
and the President has proposed even less money for new contracts
next year. Again, I am concerned that the Conservation Security
Program as enacted in the 2002 Farm bill is being eroded by re-
strictive rules and limited funds. Again, we designed a program. It
was supported across the board. We walked into this with eyes
open and we knew what we were doing. Compromises were made.
Agreements were made in the Farm bill. The President, when he
signed the Farm bill, Chuck, as you remember, touted loudly the
conservation provisions in that Farm bill when he signed it. This
program was intended to be attractive to producers that would gen-
erate significant and lasting conservation benefits from widespread
participation.

I would just, again, like your commitment that USDA will help
achieve the original program objectives of the Conservation Secu-
rity Program.

Mr. CONNER. Senator Harkin, you are correct. I did anticipate
this question a little bit, and you and I have had a few conversa-
tions about this since the Farm bill. I recall, Senator Hark, I be-
lieve it was actually the very first meeting that I had when I came
to the White House was with you early in that Farm bill stage and
you, for the first time, shared with me some of the thoughts that
you were looking at with regard to the Conservation Security Pro-
gram.
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As T told you then and I continue to feel, Senator Harkin, I am
intrigued by this concept. I believe we—this is something we need
to give full attention to, because I believe the notion of providing
some financial help to producers, but at the same time, too, making
that help based upon the conservation activities that they are put-
ting in place on that farm, is a long-term sustainable, if you will,
farm program that I have a lot of personal interest in.

Now, having said that, I know that the first sign-up did not go
as well as the Senator would expect. I guess I was pleased that we
were able to go forward with the sign-up, because as I have told
you before, it probably took us too long to get to the stage of that
first sign-up because it does seem like we passed the Farm bill
quite some time ago, and I recognize that as I told the Senator
when we met several months ago.

Some of that reason for delay, in this case, I won’t put all of that
upon the backs of the people at USDA because there have been a
lot of legislative changes to the Farm bill since its enactment deal-
ing with this particular program, and I know the Senator would
have preferred those changes not happen, but nevertheless, there
are—those are significant changes that were more than just dollar
changes. They did, in order to achieve the amount of money that
Congress had allocated, they required a different type of program,
perhaps, than had we not had those kind of budget limits.

Now, we are working very, very aggressively on this, Senator
Harkin, and I know Mike Johanns has jump-started this again
after his process. We do have another rule out for comment. I can’t
really go into the details, obviously, of that comment, but I will just
say we are improving our outreach as reflected in this rule and get-
ting input from the organizations, the farm organizations and the
conservation community to make this a better program and per-
haps do better than we did in that first sign-up for you.

Senator HARKIN. I appreciate that, Chuck

Mr. CONNER. It is, again, our full intent to get this thing up and
running well.

Senator HARKIN. I appreciate that very much.

Again, Mr. Chairman, it was not right that the Congress pay for
disaster assistance by invading the Farm bill. Disasters are emer-
gencies. I have said that many times on the floor and I continue
to say that. We shouldn’t penalize Florida because a hurricane hit,
or Georgia. Sometimes hurricanes hit Georgia, too, I guess. We
shouldn’t penalize Kansas because a tornado has hit or something
like that. These are natural disasters and emergencies.

We have never before ever invaded the Farm bill to pay for a dis-
aster until, what, 2 years ago? Until 2 years ago, the first time. It
was a mistake then. It was a mistake last year to do it again.
Those of us on Agriculture have really got to pull together and just
not allow this to happen again. It is wrong and it should have
never been allowed to happen, and that is what you are referring
to Mr. Conner, in terms of the changes legislatively that caused
this program to be disrupted.

Hopefully, it will not be happening in the future and we can re-
store the program again to what it was in the Farm bill. Both the
former chairman, Senator Cochran, and others have stated on the
floor, it is in the record, that this program should be reinstated to
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operate as was intended in the Farm bill for the duration at least
of this farm bill. Now, if the committee wants to change it when
the next Farm bill comes up, well, then that is fine, but it shouldn’t
be changed in between that.

Thanks very much, Mr. Conner. Thanks for your indulgence, Mr.
Chairman.

Mr. CONNER. Thank you, Senator Harkin.

The CHAIRMAN. Senator Conrad.

Senator CONRAD. Thank you, Mr. Chairman. It is good to see you
back here in this room, Chuck.

Mr. CONNER. Likewise, Senator Conrad.

Senator CONRAD. I first of all want to say I am delighted at this
appointment. Chuck Conner is a pro. Chuck Conner’s word is good.
We dealt with a lot of issues in this committee. We didn’t always
agree, but it was never disagreeable. I know Chuck will bring that
same attitude to USDA. I would say the only thing that would have
been better, if they had made you the Secretary.

Mr. CONNER. No, thank you. No, thank you.

[Laughter.]

Senator CONRAD. I hope that word goes out.

Now, I want to just visit with you, and I see somebody else in
this audience that would have made an outstanding Secretary, too,
Congressman Combest. Senator Harkin and I and Congressman
Combest and Congressman Stenholm spent a lot of time negoti-
ating the last Farm bill. They were outstanding individuals with
terrific staff assistants, as you always provided, Chuck.

Let me just go to the larger question here. According to OECD,
the international scorekeeper, Europe is providing $277 an acre of
support per year to their producers—$277 an acre of support in Eu-
rope. The comparable figure here is $48. They are outgunning us
more than five-to-one.

On export subsidy, Europe accounts for 87 percent of all the
world’s agricultural export subsidy. We account for 1 percent. They
are outgunning us there 87—to-one.

We are now entering negotiations to attempt to level the playing
field, and as we enter the negotiations, the administration sends a
budget up here that says, cut agriculture, that is 1 percent of the
budget, the budget that passed the U.S. Senate, cut agriculture 16
percent. In my State, that means the average farmer is going to
lose about $5,000 of income. On top of that, the administration
says, cut from crop insurance another $538 million, putting that at
risk.

I just want to say, I don’t see the rationale for these cuts. I don’t
see the rationale for cutting the farm program in the middle of it.
I certainly don’t see it being done as we enter into trade discus-
sions to try to level the playing field for our producers. If we look
at the trend lines, they are ominous, because we have moved from
a dramatic trade balance, trade surplus in agriculture, and now
they are telling us this year we may actually have net imports of
food and food stuffs into the United States.

Could you tell us how it makes any sense to you that in the con-
text of Europe providing much more support to their producers
than we provide to ours, why we cut support from our producers?
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Mr. CoNNER. Well, Senator Conrad, you might be surprised that
I anticipated this question, as well, and I appreciate the context in
which you are raising it. You have always been a gentleman in
these debates and I admire that in you.

Let me just say, I don’t believe you have ever heard me apologize
for the $19.1 billion, I believe, dollar level, aggregate level of sup-
port that the U.S. has authorized under our trade laws versus, as
you have noted, the sizably higher amount that our European
counterparts are allowed to have. If I am not mistaken, I believe
their agriculture and our agriculture are comparable on a total
basis, yet their aggregate level of support is some three times, al-
most four times, perhaps, higher than our level. You certainly will
never hear me apologize for that.

Now, with regard to the budget situation, let me just say, Sen-
ator Conrad, first of all, that we feel like we have turned the corner
on the agricultural economy in the last couple of years. That is in
no way a reflection, a statement upon absolutely every region of
the country because we have a big and diverse agricultural system
and there are always pockets. In general, I don’t think you can dis-
pute the record net farm income that we have seen in the last 2
years, the record low level of debt-asset ratios that we have seen,
record amount of production, record amount of exports this past
year

Senator CONRAD. It sounds like a pretty good endorsement of the
last Farm bill.

[Laughter.]

Mr. CONNER. Well—

Senator CONRAD. Would you want to endorse the last Farm bill?

Mr. CONNER. Senator Conrad, as you know, I was a strong advo-
cate of the last Farm bill, as was the President. Continuing on
that, though, obviously——

Senator CONRAD. If we could have only had the Secretary on
board.

Mr. CONNER. Our challenge is obviously to sustain that recovery
in American agriculture so that it is not a hiatus but something
that is continuing over time.

I believe firmly, and I believe the President and the administra-
tion believe firmly, that one of the key elements of sustaining that
recovery in agriculture as well as the remainder of the economy in
terms of job growth is getting our arms around this Federal budget
deficit, and——

Senator CONRAD. Well, I understand you have to be up here and
be a good soldier. I just wanted to make the point. Look, it makes
absolutely no sense to be cutting agriculture when Europe is pro-
viding much more support than we are, and when we are right at
the dawn of negotiations to try to level the playing field.

One other question, if I could, on a parochial basis, in Devil’s
Lake, you are familiar with—you have heard me talk about this be-
fore—we have this lake that has risen 26 feet. The lake is now
three times the size of the District of Columbia and it is flooding
more and more land. When you were still here, Chuck, you saw me
put up a number of charts then about how this lake had risen dra-
matically.




14

We have now got an additional 100,000 acres of crop and grazing
land that have been flooded by the overflow of this lake and it con-
tinues to rise, threatening another 200,000 acres. Many of these
producers are suffering very, very significant losses. Will you be
willing to work with these producers to explore existing USDA pro-
grams that they might utilize to reduce these losses or offset them?

Mr. CONNER. I will, Senator Conrad. You know me, and one of
my trademarks is I am accessible to not only farm organizations,
but individual farmers who call. My direct line is generally readily
available and it rings a lot. I am accessible to these producers. Ob-
viously, we will talk to any group of them that you send my direc-
tion, but let us continue to take a look at this and see what we can
do for them.

Senator CONRAD. I look forward to working with you, Chuck.

Mr. CONNER. I appreciate that.

Senator CONRAD. We really are delighted at your appointment.

Mr. CONNER. Thank you, Senator.

The CHAIRMAN. Senator Nelson.

Senator NELSON. Thank you, Mr. Chairman.

Let me add my congratulations and appreciation, also, for your
nomination, Chuck. In our brief time together, we have had more
than one opportunity to work together, and that has always been
a very positive experience for me.

Senator Conrad, if you have that excess water and could channel
it to Western Nebraska where the drought continues, we will be
glad to take our share.

[Laughter.]

Senator NELSON. I am concerned about the future of trade as it
relates to agriculture. I am more concerned about it from the
standpoint that at the end of the day, with many of the trade
agreements, you would have to say that they are stronger on im-
ports than perhaps they have been on exports, and I don’t know if
we are now a net importer of food, but I have heard such sugges-
tions. Do you know, are we now importing more food than we are
actually exporting in terms of agricultural products?

Mr. CONNER. I don’t have the precise numbers in front of me,
Senator Nelson. I believe there was a quarter in which we were.
I am not aware that for a given marketing year for agricultural
products that we are importing more for that given year than what
we are exporting, again, because we have seen record exports this
past year.

Senator NELSON. As it relates to importation of agricultural prod-
ucts, we have to be very concerned that we not become a net im-
porter on any extended period of time. If we like importing 60 to
70 percent of our fuel, we will love importing 60 to 70 percent of
our food, which brings me to the question about trade agreements.

I know you are not going to the USTR, but my sugar farmers in
Western Nebraska and the panhandle are very concerned, and I
have spoken to other sugar interests around the country about the
CAFTA agreement because of the importation of more sugar, and
I wanted to bounce an idea off you for consideration in the future.
If we can divide—you mentioned food and fiber, but also an agricul-
tural program, a Farm bill which I hope we will talk about in the
future is the Food Security Act, could also have another “F”, and
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that is “fuel” because of what we are doing today in growing our
own fuel.

I wonder if there is a thought about how we might import vir-
tually unlimited amounts of sugar if they go to fuel as opposed to
food so that we can continue to grow our own food. Almost every
country that produces its own rice is very reluctant to import much
rice because they never want to be dependent on anyone else. It
seems to me that sugar may fall into that category, but on a very
different basis. Recognizing that sugar can also be fuel, I wonder
if you have any thoughts about what that might entail if we were
to consider CAFTA and other future trade agreements that might
involve sugar or other commodities in requiring those to go to the
production of our own fuel.

Mr. CONNER. Senator, I appreciate the comment and the ques-
tion. Your idea about—I believe sugar-to-ethanol would be a simple
way to sum that up—is an intriguing one. Certainly from my past
work at the Corn Refiners Association, where we were heavily in-
volved in the ethanol question, sugar is a carbohydrate. It is a
starch. Obviously, those starches can be readily converted into
fuels with the technology that we have today, much as we do with
corn and other biomasses. The technology is there.

I am not certain, Senator, and perhaps some of your folks at the
University of Nebraska and others could help us to know just what
the economics would be and just how much it would involve to
make that conversion relative to using other feedstuffs, but it is an
intriguing idea that we would be happy to talk with you further
about that.

Senator NELSON. I appreciate that, and I can say from my expe-
rience of having been to Brazil on a few occasions and checking out
their ethanol industry, which is based largely, if not entirely, on
sugar, where they have referred to it as “drink the best and burn
the rest”——

[Laughter.]

Senator NELSON [continuing]. That it does make some sense to
consider how we might channel that sort of importation so that it
doesn’t disrupt food production in the United States. A good deal
of our effort for protection of our own production is referred to as
subsidy. There is no question about it. We also deal with imports
that are under-priced coming into the United States because of
larger subsidies in other countries.

Let me add my comments to Senator Conrad’s about the cuts to
agriculture. I don’t think that they are well thought through at the
present time and I hope that in your new position, you will spend
a great deal of time working with us to see how we can even out
some of this potential disruption to our agriculture production.

Mr. CONNER. You have that commitment, Senator.

Senator NELSON. Thank you, and good luck.

Mr. CONNER. Thank you.

Senator NELSON. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Talent.

Senator TALENT. Thank you, Mr. Chairman, and I will restrict
myself to one area because I know we have a vote on.

Mr. Conner, thanks for being here. Congratulations.

Mr. CONNER. Thank you.



16

Senator TALENT. I agree you are going to do a great job.

Let me just bring up the issue of locks and dams with you. We
are trying to compete internationally. We are demanding that our
ag community accept—a lot of people are pressuring them to accept
less and less in terms of domestic support, notwithstanding what
the foreigners are getting, and then we are not keeping the prom-
ises that we made regarding, among other things, the transpor-
tation system. We have the Mississippi River system. Two-thirds of
our grain goes down that system. We have locks and dams 600 feet
Evhen they should be 1,200 feet wide, built 70 years ago for paddle

oats.

I would like you to tell me that you are going to assist the Sec-
retary in being an advocate within the administration for rebuild-
ing this system, for making these locks and dams wider, fixing this
infrastructure so that we can get our product to market. The only
people benefiting from this current system are the Brazilians, and
we really need the Department of Agriculture to make that clear
within the administration. I just hope you will do it. That is my
only question and comment.

Mr. CoNNER. Well, I will, Senator. Let me assure you, growing
up in the Midwest, I fully understand the impact that the Mis-
sissippi River has on commerce coming out of that region of the
country. It is not important, Senator, it is absolutely essential and
I recognize that. What has been going on in terms of the last couple
of decades with the efforts to stop one dollar’s worth of rehab, ren-
ovation from going on in that region is very, very unhealthy for
American agriculture. We flat out have to be able to get our bulk
agricultural commodities out of that portion of the Midwest and
down to New Orleans to a point of export or we are absolutely dead
in the water.

I will be an advocate of that, I can assure you, and look forward
to working with you on that.

Senator TALENT. Thank you. We need to stitch together the old
brick-and-mortar coalition in both parties. We have some people
who are opposed to this from an environmental standpoint, which
is ridiculous. These barges—one of these barges replaces 800 to 900
trucks. It is the best thing we could do for the environment, to
make this river system work better. It is like a one-lane highway
now with no shoulders and it is carrying so much of the nation’s
commerce.

I know you believe that. I wanted to give you a chance to say
that on the record. I really hope you will go in there and fight the
short-sighted people at the Office of Management and Budget on
this issue. I thank you, Mr. Chairman.

The CHAIRMAN. Thank you. We do have a vote open, but I have
told the floor that we need to finish this hearing, so we will con-
tinue. We are going to go to the Capitol at 10:30, so I think we are
OK.

Senator Lincoln.

Senator LINCOLN. Thank you, Mr. Chairman, and certainly thank
you for your leadership in this committee. We are grateful to you
for all that you do. Certainly to Mr. Conner, we do welcome you
back home to the Agriculture Committee.

Mr. CONNER. Thank you.
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Senator LINCOLN. You have done a tremendous amount here and
we are all very, very proud and congratulate you on your nomina-
tion

Mr. CONNER. Thank you, Senator.

Senator LINCOLN [continuing]. Know that you will be a hard
worker.

I also share your respect for Senator Lugar. He is a devoted
member of this body, and having helped to start the Senate Hunger
Caucus last year, I have found no other member as dedicated and
as compassionate and passionate about those issues, so I share
your respect for Senator Lugar.

Your background and your willingness to serve are certainly an
indication of your commitment and your dedication to agriculture
and I thank you for that. I, too, grew up on a farm. My dad was
a farmer. I watched as my father agonized over the drought, the
floods, the markets, all of the conditions and all of the cir-
cumstances which he had absolutely no control over.

I also grew up with a man who was very proud of his country,
very patriotic. He was the only man I ever met that loved to pay
his taxes.

[Laughter.]

Senator LINCOLN. He loved to pay his taxes because he loved his
country and he said, “You know, for what I pay in taxes, I get a
tremendous amount, the honor and the privilege to be a part of this
country, to serve in its armed forces, to be able to be something
that I have always dreamed of being, and that is a farmer, to get
my hands dirty every day and to be able to do the best job I can
in producing the safest, most abundant and affordable food supply.”
I share your pride in that, coming from a farm family.

I know he believed in his government, and I know he believed
that when his government made a contract with him, that he felt
strongly that his government would not back out on him. I guess
that is one of the biggest disappointments that I have had in all
of the efforts you and many, many others put into the 2002 Farm
bill. T see Chairman Combest in the audience there. He provided
tremendous leadership there, as well as many of the other mem-
bers of this committee.

I guess, knowing how proud your family is today sitting there
with you, I remember this morning dropping my children off at
school and each of them had a little Ziplock bag of change. Their
school and student body, each of the students were collecting
money to find a cure for cancer, and they were distraught in that
they felt like they should have more. I said, you have cleaned out
your piggy banks. You have cleaned out my pocketbook. We have
gathered up all the change and you have given, and that is impor-
tant. It is important to know that each of us gives what we can.

For Southern agriculture and the rural communities of the
South, we do desperately want to be good Americans and we want
to give and we want to participate in the historic debt that we have
in this nation, in bringing it in line. We want to participate in pro-
Vidiﬁlg the safest, most abundant and affordable food supply in the
world.

I guess my biggest concern is that much more is being asked in
terms of sacrifice for producers as well as the rural communities
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of this country in the South when you look at all of the decisions
coming out of this administration, whether it is the decisions
through the Department of Treasury and the OFAC Office in lim-
iting our rice trade, whether it is—and many on this committee
may agree with—the payment limitations for the crops that we
grow and that we are suited for, the fact that we are different and
the diversity that exists.

I would just say that, both in recognizing my responsibility to
raising my children but also the responsibility I have to the people
I represent in the Senate, consistency is critical. It is critical in the
trust that we develop and the important element of making sure
that government is a positive part of who we are and what we can
do in the global community.

I would just ask of you, as a part of the Department of Agri-
culture, that we can really look at these long-term commitments
that are being made to our farmers. I know last week I was with
my farmers and their bankers and the folks that they do business
with in rural America who are not just seeing cuts in agriculture
programs, but seeing cuts in their COPS programs and their Med-
icaid dollars and their health care providers are up against the
wall. I guess it is just making sure that we can provide for them,
in the diversity that exists in this country, the peace of mind that
their government is going to support them just as it does the other
regions of the nation. That is something that is going to be really,
really critical for us in the coming years and we hope that you will
be there with us.

I guess, in closing, my comments would be that I hope that you
will provide us here on the committee the assurances that you will
be an advocate for the current law that we negotiated out in good
faith that recognizes the regional differences, where everyone came
to the table and gave a little bit to come up with a compromise.

I hope that you will also reassure us, or at least explain to us
what kind of a message we give to the rest of the world when we
say that we are ready to lower our supports to our producers before
we get a commitment from our trading competition to help level
the global disparities. If what we are going to do is ask our pro-
ducers to be competitive in a global marketplace, let us help frame
the environment they are in in a reasonable way.

I guess, Mr. Conner, I am asking for your help, because I can’t
explain to my farmers any more than what I have done, and I hope
that you will join me and that you will bring the Secretary with
you as we come, and perhaps travel to Arkansas so that you can
help me explain what it is we are asking of our producers, particu-
larly in that region of the nation, to contribute to what this great
country is all about.

Is there some way I can get an assurance from you on a couple
of those things?

Mr. CONNER. Well, let me—Senator, I appreciate your comments
and I know they come from deep within your heart, as mine do,
as well, and I appreciate that.

In terms of assurance, let me just share a couple of thoughts
with you and perhaps we can talk more about this if you want in
subsequent questions. We are willing to work with you on these
issues. In the President’s budget, you are at a little bit of a dis-
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advantage in that if the budget process were a poker game, you
probably wouldn’t want to bet on the President because he has to
show his hand early in that process, and we have done that. We
have put the issues out there on the table

Senator LINCOLN. Well, if he is bluffing me, I am OK, but——

[Laughter.]

Senator LINCOLN. Let me know now.

[Laughter.]

Mr. CONNER. It is a pretty poor bluff if he is, Senator.

[Laughter.]

Mr. CONNER. Again, let me just say, and if there has been a
theme this morning perhaps of who I am, it is the fact that we are
dealing with issues here that are very controversial, not just be-
tween the administration and you, Senator, but between members
of this committee, and there are extremely wide and diverse opin-
ions on this committee over the issues that you raised, payment
limits being a very, very obvious one, and there is sharp, sharp di-
vision here in this committee.

My point is simply I want to help you play a role of being the—
a bad word, I guess, in these kind of times, but the reconciliation
person in those differences. It is a role that I have played in the
past for a long, long time. I hope some of the testimony given here
this morning says that it is a role that I played successfully and
I certainly see no reason that that is going to change when I—if
I am confirmed and become the Deputy Secretary of Agriculture.
It is the role that I played when I was with the President in the
2002 Farm bill. Former Chairman Combest can speak for himself,
but I believe he would tell you that that is the role that I played
with him coming in a little bit late in the game, but immediately
tried to move us into a constructive position. We want to be con-
structive in this process and I commit that to you.

Senator LINCOLN. I appreciate that. There are many people
around that table. There are not just these here that may disagree
in the Congress, but there are international elements involved, as
well, that are a huge part of this global marketplace that we find
ourselves ever more in a competitive nature.

I hope you won’t ask me to fold, because I don’t want to have to
fold at this poker game——

Mr. CONNER. Indeed.

[Laughter.]

Senator LINCOLN [continuing]. On behalf of my farmers. I would
very much like to ask you and the Secretary to travel to our part
of the country and to answer the questions of my farmers and see
the capital-intensive investment they have to make in the crops
that they are best-suited to grow to compete on the world market-
place. I hope I at least have that commitment from you.

Mr. CONNER. You do have that commitment from me, Senator. I
can assure you that there are things in the works that are going
to take us to your great State, and frankly, many others as the Sec-
retary—I know his passion is to get on the road and to get some
views of the farmers out on the local level.

Senator LINCOLN. Well, I hope that will be sooner than later, be-
cause as I said, the answers that I have are exhausted in terms
of what we need to do.
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Mr. CoNNER. I will just tell you, Senator, the last time I was in
your State on an agricultural matter, I was in a Tyson chicken
p%ant. That was an experience beyond description, to be inside that
plant

Senator LINCOLN. Yes, it is. I have been there, too.

Mr. CONNER [continuing]. I look forward to a different view, per-
haps, when I come down.

[Laughter.]

Senator LINCOLN. Good luck.

The CHAIRMAN. I am told by the floor that they are going to keep
the vote open until 10:30, which means we have 9 minutes left.

Senator Salazar.

Senator SALAZAR. Thank you very much, Mr. Chairman, and con-
gratulations, Mr. Conner, to you and to your wonderful family. I
wish you the very best of success in this new position.

Mr. CONNER. Thank you.

Senator SALAZAR. Let me be brief and just make three quick
points. One, I would request of you, and you don’t have to comment
today, but to get a response from Secretary Johanns on a letter
that I sent to him on March 10 concerning the ban on Canadian
beef imports. I believe that we need to move forward with a process
that makes sure that we are protecting consumers and ranchers
here in our nation, and it is incumbent upon the Secretary, given
where we are, to at least lay out where we are and where we are
going, and I made that request of him, so if you would look into
that for me, I would very much appreciate it.

Mr. CONNER. I will.

Senator SALAZAR. Second, I wanted to just echo the concerns that
you have heard here from my colleagues this morning in terms of
investment to rural America and to agriculture. Talking about
farmers and ranchers is sometimes like talking about motherhood
and apple pie. It is very different when we ask our government to
work with farmers and ranchers to walk the talk. It is easy to do
the talk on supporting farmers and ranchers. I know that from a
statistical point of view, you can make an argument that some
things are improving in the agricultural economy.

Well, at least in my State, when I travel through the Eastern
plains of Colorado and down to the San Luis Valley and places that
are some of the poorest counties in the United States of America,
I can tell you that these family farmers and ranchers are suffering
and many of our agricultural communities continue to wither on
the vine. I will just join the chorus of concerns that you heard here
from my colleagues about the President’s budget.

It is easy to say you support farmers and ranchers in America.
It is another thing to actually do it. From my point of view, Mr.
Conner, the budget that the President has proposed does not do the
job. It leaves out a small portion of our overall population out in
the cold because they don’t have the same kind of opportunities in
my State, for example, that people would have in Denver, Colorado,
or in the larger cities. I would hope that part of the commitment
that we see from you in your new position is to help us make sure
that we are prioritizing what I call the forgotten America.

With that, Mr. Chairman, given our time limits, I don’t need a
response. I will just go yield to you so you can conclude.
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Mr. CONNER. I appreciate your comments, Senator Salazar.

The CHAIRMAN. Thank you very much. Senator Baucus.

Senator BAucus. Thank you, Mr. Chairman.

I would also like to chime in on the point that Senator Salazar
made. You responded to Senator Conrad’s question about why are
we cutting our budget now. We have to negotiate. Your basic re-
sponse was, well, gee, the farmers are doing pretty well. You cited
some numbers, farm income is up and so forth. I don’t know about
those numbers, but whatever they are, as you know as well as any-
one, it is the tyranny of averages. Average numbers don’t really
mean a lot. We are such a large country with so many pockets of
income that is low. There are pockets of farmers where income is
low. Senator Salazar mentioned parts of Colorado. The same is true
in, I would say, most of Montana.

Those numbers you used, I don’t know, again, what all was in
it, and I know you know this, but I just wish the USDA would, on
a proportionate basis, stand up a little more for the producer, be-
cause the industry can pretty well take care of itself. They have
different means, different ways of doing things. The producers don’t
have any other ways. As you know, they are at the mercy of price,
the mercy of the weather, and all that. The big boys, they can take
care of themselves. The big boys also, unfortunately, have much
better access to you because they are in Washington. They have
people working for them in Washington. The farmers don’t. The
farmers depend upon us.

What I would like to know is your telephone number. You men-
tioned that you had an open line to everybody, and I want my Mon-
tana farmers to give you a telephone call.

Mr. CONNER. Well—

Senator BAucus. Would you give me a number, please?

Mr. CONNER. Senator Baucus, I am not over at USDA yet, but
I

Senator Baucus. Well, give me your number that you have.
What is the number to reach you at right now?

Mr. CONNER. At right now?

Senator BAuCUS. Yes.

Mr. CONNER. It is 202-456-7804——

Senator BAucus. Four—56-7804.

Mr. CONNER [continuing]. As some of the people in this room can
tell you, that rings at my desk. One thing you learn at the White
House is it is a lean operation, so there is nobody there to pick it
up but me.

Senator BAucuUS. Right. I appreciate that, because in Montana,
I take all calls from all Montanans unscreened. I don’t care who
it is. I take the telephone call.

Mr. CONNER. That is my policy.

Senator BAucus. I give my personal e-mail, not the office e-mail,
my personal, private e-mail to all Montanans. I know that it helps.

Mr. CONNER. Yes.

Senator BAucus. I applaud you for having the same policy. You
gave us your number, thank you, so people have an opportunity to
talk to you, too.

Mr. CONNER. Absolutely.
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Senator BAucus. I appreciate that. When I was home during the
break, I ran into a lot of anger, frankly, from farmers who were
wondering when will they be able to sign up for the Agriculture
Disaster Assistance Program. We were promised first of the year.
That was promised by USDA. Now we are told it is March. There
is no software at the offices in Montana. Now we are told we won’t
get checks until maybe October.

Mr. CONNER. Right.

Senator BAucus. That is inexcusable, and you will agree. There
is not much——

Mr. CONNER. I will

Senator BAUCUS [continuing]. I called Secretary Johanns about
this. As things work, you have to, to some degree, and he said he
would look into it and try to help. My office followed up with people
at the USDA just getting the run around. The follow-up calls that
my office is making on this are just run-around telephone calls. It
is a stone wall. I am asking you now to follow up if you could,
please, and see what in the world is going on here. We have to get
that software out there. We have to get these offices up and run-
ning and we have to get those checks out earlier than October.

Mr. CONNER. Senator, I will assure you I can do that. There was
the software. It was out and it was up and was running for several
hours. Then they figured out that there was some kind of a glitch
in it and they had to shut it back down. They tried—and it’s no
explanation other than to say we know that this is not the kind of
performance we expect, and I can assure you we will push on this
issue.

Senator BAucuUs. Can you get back to—you are going to be con-
firmed, and you will be a very good Deputy Secretary, but within
a week of your confirmation, if you personally could give me a tele-
phone call and give me an update——

Mr. CONNER. Yes. I would be happy to do that, Senator, abso-
lutely.

Senator BAUCUS. Do you want my telephone number?

[Laughter.]

Mr. CONNER. They know how to get hold of you.

[Laughter.]

Senator BAucus. Thank you. Thank you very much.

Mr. CONNER. Thank you.

Senator BAucus. Thank you, Mr. Chairman.

The CHAIRMAN. Mr. Conner, you will find that every farmer in
America is listening to this over C-SPAN today and your voice mail
will be full

[Laughter.]

The CHAIRMAN [continuing]. By the time you get back.

Mr. CONNER. Well—

The CHAIRMAN. Senator Coleman, Senator Baucus and I are
going to go vote before the vote was ended close this down, so I am
going to turn this over to you to wind up and let you have all the
time you need for questions for Mr. Conner.

Senator COLEMAN. This is a rare opportunity, Mr. Chairman.

[Laughter.]

The CHAIRMAN. He is under oath, so——

Mr. CONNER. They said you were my friend, Mr. Chairman.
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[Laughter.]

The CHAIRMAN. Let me just announce that the record will be left
open until Friday, April 8. Mr. Conner, there may be written ques-
tions that will be submitted to you. I would urge you to get those
back very quickly because it is my intention to bring your nomina-
tion to a vote as soon as possible next week. If you could get those
right back to us, if there are any questions——

Mr. CONNER. We will do that, Mr. Chairman.

The CHAIRMAN. All right. Senator Coleman.

Senator COLEMAN [presiding]. Thank you, Mr. Chairman.

Mr. Conner, it is a great pleasure to be with you today. I am
looking forward, obviously, to supporting this nomination, looking
forward to working with you. I appreciate the time you spent with
us in Minnesota. I know you had some family conflicts there and
ﬁ};gured out a way to make it happen and I am appreciative for
that.

I have just two questions and a statement. We had a chance in
my office yesterday to raise some concerns and we don’t have to go
over that again today. We did talk a little bit about the manner
in which the quality loss provisions of the current disaster program
for my wheat farmers is being implemented.

Mr. CONNER. Yes.

Senator COLEMAN. We have concerns under the new disaster pro-
gram. The farmers are just out of luck if national adjustments are
out of whack, which is what is happening in the local market. I just
have some real concerns there. Can you give me some reassurance?
Law should trump regulation. That is a pretty fair comment. I hope
the USDA will carry out what is clear Congressional intent. Can
you talk to me a little bit about this issue?

Mr. CONNER. Senator Coleman, since our meeting yesterday, I
have had a chance to very briefly, and I will say a little bit super-
ficially, review this issue. What I have found is it is my under-
standing that the problem in Minnesota can be resolved if we pro-
vide some flexibility back to the State committees, to the Farm
Service Agency State committee. In the case of—there is a similar
problem in North Dakota, is what I understand, and I noted that
there was a communication from Under Secretary Gebler to the
North Dakota delegation in which some of that flexibility was
granted in their particular case.

I need a little bit further time to just review why additional flexi-
bility would not be appropriate, as well, in the State of Minnesota,
which again, is my understanding, would probably solve your
issues there.

Senator COLEMAN. I believe under the old disaster program, if
quality adjustments nationally weren’t reflecting what was hap-
pening in the local markets, that the State FSAs had that kind of
discretion.

Mr. CONNER. That is my understanding, as well, Senator.
| Senator COLEMAN. That would go a long way to helping our prob-
em.

Mr. CONNER. We are on it, and I can assure you we will figure
out what is going on there.

Senator COLEMAN. The other issue I want to raise is I appreciate
the President’s strong support for the MILC program. I am very
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appreciative of that and just want a clear sense of a commitment
to helping us get this important program extended for 2007.

Mr. CONNER. Yes. Senator, as you know, the President on mul-
tiple occasions indicated that he was strongly in favor of working
with you and other members of this committee and the House side
in extending that program. Certainly, that commitment remains
good today and was reflected in the President’s budget and we look
forward to that.

Senator COLEMAN. Great. Just a last more of a statement rather
than a question, two observations. One, standing behind a farm bill
that still has a couple more years to go without, and this is not just
to you, but we all have to stand behind the Farm bill. I am con-
cerned in some of the budget discussions about the impact on grow-
ers and producers who have made commitments, saying these are
the rules of the game. It is a little discouraging at times when
there are budget proposals on the table that appear to put us in
a position of changing those rules. It is hard for folks who have
made commitments and work with their bankers and others with
an expectation of what the lay of the land is to all of a sudden have
a sense that land may be shifting. It is a little disconcerting. I just
hope we continue to have great sensitivity to that and stand firm
behind the bill that we have as we look forward to working on a
new one.

Then the last observation is on the issue of trade, that as we
move forward on the WTO discussions, that again we stand behind
this farm bill. That is important. It is important that our growers
and producers are the great beneficiaries of trade. I understand
that. On the other hand, as we negotiate bilateral and regional
agreements, it sometimes pits one set of growers against another
and that concerns me, deeply concerns me.

If we can do the things we can to look at things and see that
they are handled in a global context—sugar, for instance—we all
would be better off. It is a little, I don’t know if the word is “dan-
gerous,” but it is certainly a concern to me if we seem to be pitting
one group of growers and producers against the other. Hopefully
we will keep that in mind.

I look forward to working with you. It is a great opportunity. The
President has been tremendously supportive of agriculture, tremen-
dously supportive, and the key to that is surrounding himself with
great talent. Secretary Johanns was a friend of mine when he was
the Mayor of Lincoln, Nebraska, and I was the Mayor of St. Paul,
Minnesota, two capital cities. He is an extraordinary man and I
said he is a really smart guy because he was educated, he and his
wife, in Minnesota, so clearly that is a——

[Laughter.]

Senator COLEMAN [continuing]. I know how smart he is. With
that, I look forward to working with you.

Mr. CONNER. Likewise, Senator Coleman. Thank you.

Senator COLEMAN. This hearing is now adjourned.

[Whereupon, at 10:36 a.m., the committee was adjourned.]
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The Honorable Saxby Chambliss

Chairman, Senate Agriculture, Nutrition and Forestry Committee
Senate Russell Office Building, Room 328A

United States Senate

Washington, D.C. 20510

The Honorable Tom Harkin

Ranking Democratic Member, Senate Agriculture, Nutrition and Forestry Committee
Senate Russell Office Building, Room 328A

United States Senate

Washington, D.C. 20510

Dear Chairman Chambliss and Senator Harkin:

We, the undersigned organizations, write to express our enthusiastic support for the
nomination of Chuck Conner to be Deputy Secretary of Agriculture and we urge the
Senate to act expeditiously in favor of his confirmation. Chuck has a rich heritage in
agriculture by growing up on a family farm in Indiana and continuing with his public
service to agriculture here in Washington, D.C. In our view, he fully understands the
struggles, opportunities and needs of America’s hardworking farmers and ranchers and
their families and will put that knowledge to great use at the U.S. Department of
Agriculture.

Chuck is extremely qualified to be Deputy Secretary in part because of his wide range of
experience including his tenure of service in the U.S. Congress covering various positions
in the Senate including Staff Director of this Committee. During that time, Chuck
demonstrated the significance of working in a bipartisan manner to achieve real results
for American agriculture. Chuck has built on this foundation of success by serving in the
current Administration where he has dealt with a diverse set of problems through
consensus building and with a deep appreciation of all regional agricultural challenges
unique to the North, South, East and West.

Our organizations represent many who work in the food and agriculture sector. As you
know, it is an important, robust industry which employs 25 million Americans and
represents nearly 15 percent of the Gross Domestic Product. Therefore, it is crucial that
the USDA be led by proven leaders. We commend your confirmation of Secretary
Johanns and we believe that together with Chuck Conner they will form an excellent
leadership team.

Respectfully,

Agricultural Retailers Association
Alabama Farmers

American Association of Crop Insurers
American Beckeeping Federation
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American Farm Bureau Federation
American Feed Industry Association
American Meat Institute

American Peanut Product Manufacturers, Inc.
American Seed Trade Association
American Seed Trade Association
American Sheep Industry Association
American Soybean Association

American Sugar Alliance

Animal Health Institute

Biotechnology Industry Organization
Corn Refiners Association

Croplife America

Food Products Association

Georgia Fruit and Vegetable Growers Association
Georgia Peanut Commission

Grocery Manufacturers of America
Independent Community Bankers of America
International Dairy Foods Association
Louis Dreyfus

National Association of Wheat Growers
National Barley Growers Association
National Cattlemen’s Beef Association
National Chicken Council

National Confectioners Association
National Corn Growers Association
National Cotton Council

National Council of Farmer Cooperatives
National Farmers Union

National Grain and Feed Association
National Milk Producers Federation
National Oilseed Processors Association
National Pork Producers Council
National Potato Council

National Renderers Association

National Rural Electric Cooperative Association
National Sunflower Association

National Turkey Federation

North American Export Grain Association
North American Millers’ Association
Northwest Horticultural Council
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Pet Food Institute

Roice Belt Wharehouses

Sweetener Users Association

The Farm Credit Council

The Fertilizer Institute

U.S. Canola Association

U.S. Dairy Export Council

U.S. Dairy Export Council

U.S. Wheat Associates

United Egg Producers

United Fresh Fruit and Vegetable Association
US Dairy Export Council

USA Dry Pea & Lentil Council

USA Poultry & Egg Export Council

USA Rice Federation

Western Growers

Western Peanut Growers Association
Wheat Export Trade Education Committee
World Perspectives, Inc.
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The Honorable Saxby Chambliss
Committee on Agriculture,
Nutrition, and Forestry

United States Senate
Washington, D.C. 20510

Dear Mr. Chairman:

I am writing to express my support for the nomination of Charles F. Conner to be
Deputy Secretary of the United States Department of Agriculture. I understand that your
Committee will conduct a hearing on his nomination on April 6, and I urge the
Committee to report his nomination to the full Senate.

Chuck’s professional experience and personal background reflect a deep
commitment to agriculture. He grew up on a family farm in Benton County, Indiana,
where he learned the values and common sense typical of Hoosier farmers. Chuck
attended Purdue University and earned a degree in agriculture economics. In 1998,
Purdue recognized his professional accomplishments by presenting him with a
distinguished alumni award.

Shortly after graduation, Chuck began a long period of service to the people of
Indiana when he joined the staff of our state’s senior Senator, Richard Lugar, Chuck
distinguished himself in both Senator Lugar’s personal office and as the Senator’s staff
director on the Agriculture Committee. During his time on the Committee, Chuck
worked on a number of key legislative items, including the 1996 Farm Bill, welfare
reform, and the USDA Reorganization Act.

In 2001, Chuck became President Bush’s assistant for agriculture trade and food
assistance. As a member of the President’s staff, he was instrumental in the 2002 Farm
Bill, drought relief efforts, and a number of conservation initiatives. Chuck has also
worked hard to open key foreign markets to U.S. agricultural products.

I am pleased that the President has nominated a Hoosier to help lead the
Department of Agriculture and am confident that Chuck will work hard on behalf of U.S.

farmers. Thank you for your consideration,

Sincerely,

Evan Bayh
United States Senator

PRINTED ON RECYCLED PAPER
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Statement of Charles F. Conner,
Nominated by the President to be Deputy Secretary of Agriculture,
Before the Senate Agriculture, Nutrition, and Forestry Committee

April 6, 2005

Mr. Chairman, Senator Harkin, Members of the Committee, I am grateful for the opportunity to
appear before you this morning as President Bush’s nominee to be the Deputy Secretary of
Agriculture. Thank you for promptly scheduling this hearing to consider my nomination. Iam
humbled and honored to have been nominated to serve President Bush.

I want to begin my opening statement by thanking the man who is responsible for many of my
professional successes. Senator Lugar, as most of you know, has had a profound impact on my
life. You will note from my information that I was only 22 years old when Senator Lugar took a
chance and offered a farm boy from Indiana the opportunity to come to Washington to work on
food and agricultural policy. On the day that I started working for Senator Lugar, I left behind
tearful relatives in Indiana and flew on an airplane for the first time and traveled to Washington,
D.C. My life would never be the same and the next seventeen years were some of my very best.
Senator Lugar, you have modeled for me a life of integrity and decency in public service and for
that I will always be grateful.

And Senator Lugar has had a large impact on my personal life. He also gave an opportunity to a
young woman from Fort Wayne, Indiana to work in his office. My wife Dru and [ met and were
married while working in his office and I will always be grateful to him for providing the
opportunity for the two of us to meet. Dru and I now have four terrific children who are here
with me today.

Mr. Chairman, if confirmed by the Senate, T want you to know that I will be guided by my
experiences that have helped to shape my professional career over the last 24 years.

First, I have seen this committee through many leadership changes. Herman Talmage, a
Democrat from Georgia, was the Chairman of this committee when I started working here in
1980. Senators Lugar, Cochran, and Leahy are the only members still serving the committee
from those days. The issues have changed somewhat, but one thing that has not changed, is the
fact that this Committee continues to accomplish great things through bipartisanship efforts.

During my tenure as Staff director of this committee, I hope I demonstrated my desire and ability
to work with both sides of the aisle. We may disagree, but we can debate those disagreements
knowing that each participant has a common goal; the goal of promoting the welfare and interest
of the farmers and ranchers of this great land whose production sustains all of us. That is a value
shared by Secretary Johanns and President Bush. If confirmed by this committee and the full
Senate, I pledge to you that T will continue to make every effort to work with both sides of the
aisle and to all regions of the country.

Secondly, my first hand experiences have developed in me an appreciation of the honor and
importance of production agriculture. 1 grew up on a family farm. I watched my father toil
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every day of his life just to provide a modest living for his family. If confirmed, I will be an
advocate for all farmers and ranchers. The farmers and ranchers who provide an abundance of
fow cost food and fiber for this country and others around the world should be given the
opportunity to earn a decent income for their family. This applies to the farmers and ranchers of
Georgia or North Dakota, or Vermont, or California as well as the farmers and ranchers of
Indiana.

Thirdly, I believe we must do everything we can in order to keep a competitive advantage around
the globe for U.S. farmers and ranchers. This principle means that, just like President Bush and
Secretary Johanns I am firmly behind our trade negotiations and their efforts to reduce tariffs and
duties on our agricultural exports. It is difficult to remain competitive if big duties must be paid
in order to export. Ibelieve this can be done in an environmentally sensitive manner by using
incentive based programs, many of which are targeted to working lands. To remain competitive,
we must also utilize our strong agricultural research system and must get its information to the
hands of producers.

Mr. Chairman, my experiences on this committee have not been limited to farm programs. The
late 1980’s and early 1990’s were difficuit years for American agriculture. The Senior Senator
from Vermont, Senator Leahy, was the chairman of this committee during many of those years
and we faced many difficult challenges. We tackled issues like rescuing the Farm Credit
System, promoting conservation programs, providing a safety net for the poor, reorganizing the
U.S. Department of Agriculture, managing our National Forest System, strengthening rural
development, and others. All were priorities of the Chairman and Ranking Member and it has
gone a long way toward preparing me for the awesome responsibility that if confirmed awaits me
at such a diverse agency as USDA.

I close by simply thanking the members of this committee, past and present, for your help in
preparing me for this job. If confirmed by this committee and the U.S. Senate, I can assure you
that I will work hard to earn your support and respect and to live up to the standards exemplified
by the members of this committee.

Thank you and I would be happy to answer your questions.
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Questionnaire for United States Department of Agriculture Nominees
Biographical Information (Public)

Full pame (include any former names used).
Charles Franklin Conner

Date and place of birth.
December 30, 1957; Lafayette, Indiana

Marital Status: (include maiden name of wife or husband’s name). List spouse’s
occupation, employer’s name, and business address(es).
Druscilla Quilhot Conner; homemaker

Education: List each college and graduate or professional school you have attended,
inclnding dates of attendance, degrees received, and dates degrees were granted.
1976-1980, Purdue University, Bachelor of Science in Agriculture Economics (May,
1980)

Employment Record: List (by year) all business or professional corporations,
companies, firms, or other enterprises, partnerships, institutions and organizations,
non profit or otherwise, including farms, with which you were connected as an
officer, director, partner, proprietor, or employee since graduation from coflege;
including a title and brief job description.

1980: Louisville Federal Land Bank,; Bank Traince

1980-1985: Office of Senator Richard G. Lugar; Legislative Assistant for Agricultural
Issues

1985-1987: Senate Committee on Agriculture, Nutrition, and Forestry; Professional Staff
Member

1987-1995: Senate Committee on Agriculture, Nutrition, and Forestry; Minority Staff
Director

1989-1998: Three Rivers Angus Farm; Owner

1990-1997: Loray Farms Partnership; Owner

1995-1997: Senate Committee on Agriculture, Nutrition, and Forestry; Majority Staff
Director

1997-2001: Com Refiners Association; President

2000-Present: Quilhot Management Company; Owner through Wife

2001-Present: The White House; Special Assistant to the President for Agriculture,
Trade, and Food Assistance.

Military Service: Have you had any military service? If so, give particulars,
including the dates, branch of service, rank or rate, serial number and type of
discharge received.

NONE
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Government Service: State (chronologically) your government service or public
offices you have held, including the terms of service grade levels and whether such
positions were elected or appointed.

October, 1980 — May, 1997, United States Senate (appointed)

October, 2001 — Present, The White House (SES6, appointed)

Honors and Awards: List any scholarships, fellowships, honorary degrees, and
honorary society memberships that you received and believe would be of interest to
the Committee.

Purdue University; Distinguished Agriculture Alumni Award, 1998.

Other Memberships: List all organizations to which you belong, excluding religious
organizations.
NONE

Published Writings: List the titles, publishers, and dates of books, articles, reports,
or other published materials (including published speeches) you have written.
Please include on this-list published materials on which you are listed as the
principal editor. It would be helpful to the Committee if you could provide one copy
of all published material that may not be readily available. Also, to the maximum
extent practicable, please supply a copy of all unpublished speeches you made
during the past five years on issues involving agriculture, nutrition, forestry or
commodity futures policy or related matters.

See Attachment #1

Health: What is the present state of your health?
I am in excellent health.
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Financial Data and Conflict of Interest (Public)

Have you severed all connections with your immediate past private sector
employers, business firms, associations, and/or organizations?
YES

List sources, amounts and dates of all anticipated receipts from deferred income
arrangements, stock options, incompleted contracts and other future business
henefits which you expect to derive from previous business relationships,
professional services, firm memberships, former employers, clients, or customers.
NONE

Do you, or does any partnership or closely held corporation in which you have an
interest, own or operate a farm or ranch? (If yes, please give a brief description
including location, size and type of operation.)

YES, See Attachment #2 for Details

Have you, or any partnership or closely held corporation in which you have an
interest, ever participated in Federal commodity price support programs? (If yes,
provide all details including amounts of direct governments payments and loans
received or forfeited by crop and farm, etc.. during the past five years.)

YES, See Attachment #3 for Details

Have you, or any partnership or closely held corporation in which you have an
interest, ever received a direct or gnaranteed loan from or cosigned a note to the
Rural Business-Cooperative Service, Rural Housing Service, the Rural Utilities
Service or their predecessor agencies, the Farmers Home Administration, the Rural
Housing and Cooperative Development Service or the Rural Electrification
Administration? (If yes, give details of any such loan activity during the past5
years.)

NO

Have you, or any partnership or closely held corporation in which you have an
interest, ever received payment for crop losses from the Federal Crop Insurance
program. (If yes, give details.)

Yes, I received $286 in Crop Insurance benefits in 1993, $1,503 in 1994, $284 in 1995,
and $4,904 in 1996 through the Loray Farms Partnership. Quilhot Management
Company LLC does not buy Federal Crop Insurance.
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If confirmed, do you have any plans, commitments, or agreements to pursue outside
employment or engage in any business or vocation, with or without compensation,
during your service with the government? (If so, explain.)

NO

Do you have any plans to resume employment, affiliation, or practice with your
previous employers, business firms, associations, or organizations after completing
government service? (If yes, give details.)

NO

Has anyone made a commitment to employ you or retain your services in any

capacity after you leave government service? (If yes, please specify.)
NO

Identify all investments, obligations, liabilities, or other relationships which involve

potential conflicts of interest in the position to which you have been nominated.
NONE

Have you ever received a government guaranteed student loan? If so, has it been
repaid?
NO

If confirmed, explain how you will resolve any potential conflict of interest,
including any that may be disclosed by your responses to the above items.

1 am not aware of any conflicts of interest, but I will take any action necessary to
eliminate any real or perceived conflicts of interest.
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STATEMENT
CHUCK CONNER
SPECIAL ASSISTANT TO THE PRESIDENT

NATIONAL PORK PRODUCERS COUNCIL
MARCH 7, 2003

1 am grateful for this opportunity to be here today representing the White
House and the Bush Administration. This gathering is more like a family
reunion for me. I have known and worked with many of you for over twenty
years.

1 have watched and observed as your industry has changed dramatically
over the course of my career. When I began working for Senator Dick
Lugar of Indiana in 1980 I obviously worked very closely with the Indiana
Pork Producers. The issues that affected your industry were dramatically
different then than they are today.

Industry concentration issues would not have been relevant in 1980----
virtvally every farmer in Indiana had a few sows or finished off a few feeder
pigs. In 1980, demand for pork was declining. International trade was
virtually nonexistent.

I contrast this remarkable change with the issues facing corn, soybean, and
other crop farmers. They are about the same as they were in 1980. Target
prices, loan rates, drought aide, and export promotion were also high on the
agenda as they are today.

But pork has been through a dynamic period. It has been dynamic on the

farm and it is also no surprise that the policies are very different. I cannot
imagine today a high school kid paying for his future college expenses by
raising hogs and feeding them with ears of corn gleaned from his father’s

fields of seed corm. At one time, I had about 20 registered Chester White

sows and my father insisted that I was getting too big,.

I have great admiration for your leadership and those who run your
Washington office. They represent you well. Because of their work, your
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organization has strong support within the Bush Administration. And that
support reaches all the way to the top.

President Bush was very honored to have the opportunity to speak at your
annual meeting last year. 1 think you can appreciate that given the
unfortunate times we face, the President does not have the luxury of
speaking to very many farm meetings. You are a select group within this
Administration.

We are honored to work closely with you and expect that relationship to
continue.

When President Bush spoke to the 2002 World Pork Expo in Des Moines, he
committed to work around the globe to open up markets for U.S. pork. I
believe we have fulfilled that pledge and we will not stop.

In addition, we worked very hard to get you the resources you needed in the
farm bill in order to take farming friendly to the next level. I cannot begin to
tell you how many times I have heard the President repeat the phrase that
“every day is Earth Day on America’s farms™.

With the farm bill conservation title we have now given you the tools for
that final step in managing your discharges in a way that insures minimal
environmental impact. As you know, the farm bill added over fifteen billion
dollars of funding for conservation programs, with particular emphasis upon
the EQIP program. It”s nearly a seventy five percent increase in funding
over the old law

Speaking of environmental issues, I know that most of you understand the
meaning of the term CAFO’s. Now when President Bush took office, the
previous administration left us a few regulatory surprises including some
very tough proposed regulations dealing with the regulation of animal
discharges from Confined Animal Feeding Operations or CAFO’s.

The Bush Administration has reworked these regulations in order to make
them far more manageable for farmers. While [ know that NPPC does not
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like these provisions-----they will result in more legal challenges and yes
they probably will cost you more, but in the end, they are manageable and
they will not put you out of business.

I know that the issue of maintaining competitive markets is very important
to this group. The Bush Administration knows that markets must be
competitive in order to function freely. We support the efforts that GIPSA is
undertaking to review current competition in the hog market and the analysis
of the adequacy of the current Packers and Stockyards Act.

I understand that you have a resolution pending before this body to
encourage this analysis and it will be done. We also have the good fortune
to have one of your former colleagues Donna Reifschneider working for us
at USDA in order to ensure that any Packers and Stockyards changes are
fully implemented.

Finally, we have a major struggle in front of us with regard to the Country of
Origin labeling law which was included as part of the farm bill. I know that
you will also be debating a resolution dealing with this issue. We need and
seek your input on these matters.

As you know, the Bush Administration opposed mandatory country of origin
labeling during the farm bill debate. Iknow that many are beginning to
recognize that this law could have a negative impact upon the very people it
was intended to help.

Despite our concerns with the Country of Origin labeling law, I want you to
know that we are prepared to implement this statute in the most fair and
equitable manner that is possible.

Secretary Veneman announced this week a series of listening and
educational sessions in 10 different states in order to gain more public input
and to provide all stakeholders with as much information as possible about
the new Country of Origin law. We look forward to working with you.
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I'am honored to have the opportunity to speak to each one of you today.
I'have great admiration for the State Committees and the State Executive
Directors of the Farm Service Agency.

1 am a political appointee of the President of the United States. Each one
of you, as you know, is a political appointee. We serve at the pleasure
of the President of the United States---not your congressional delegation
and not your particular Senator or Congressman. While we may
appreciate and support your relationships and involvements with
Members of your Congressional delegation, you are here to serve this
administration and this administration only.

Each one of you is out among the people of rural America. Few political
appointees enjoy this benefit, but every one of you has direct contact
with the farmers and ranchers who work, live, and yes VOTE in rural
America. Each one of you is our ambassador to the people of rural
America and farmers and ranchers in particular.

1 hope you take this responsibility seriously----you are on a 24 hour a
day Ambassadorship for this President. You are ambassadors in your
job, you are ambassadors in what you do or say in the coffee shops.
What you do professionally and personally reflect upon the Secretary of
Agriculture and the President of the United States.

As you know, we are in the middle of implementing the farm bill. This
legislation will likely transfer about $170 billion to farmers and ranchers
and rural Americans in the next ten years. The assistance provided by
this bill is vital to many farmers and ranchers.

The Bush Administration and the President know of your toil in the last
few months. By the end of this month, we will have accomplished what
many viewed as impossible. You are responsible for this
accomplishment. 1 want you to know that we appreciate it and we
appreciate you. But at the same time, I want you to understand that your
success is not optional. 1 am here and you are here to serve the interests
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of our nation’s farmers and ranchers. For their sake, our success cannot
be optional.

I know that many of you have viewed April 1 as the finish line in a
marathon race. I wish that were the case. Most of you know, and some
of you know from first hand experience that many regions of our
country are suffering from drought. Congress recently passed a $3.1
billion drought relief bill----a bill that you are uitimately responsible for
administering.

During a recent drought tour in Nebraska, I told a large gathering of
farmers and ranchers that USDA and the Farm Service Agency had a
moral obligation to get this money in the hands of farmers as quickly as
is humanly possible. I do so knowing that I have committed some of
you to yet another grueling run. But the alternative is unacceptable to
this Secretary and this President. We cannot and will not allow any
farmer or rancher in America to fail simply because he could not get the
assistance already approved by the Congress in time to help.

I'hope and believe that this period will pass and we will enter a phase
when you can begin to look at your responsibilities on a longer term
basis. We must continue to update and upgrade this agency into a more
high technology service oriented agency. You have heard it said before
and [ will say it again. I have not set foot inside a bank in many years.
Yet I make bank transactions every day. I refinance my house whenever
rates change significantly.

The day will come and must come when farmers will be able to use
many of the services of this agency on-line. The day will come when it
will not matter which FSA office you walk into----you will be able to
access your records and conduct business.

I'will close with a charge to you similar to the one I gave you last year.
The very best thing you can do for the President of the United States and
the Secretary of Agriculture is to run your agencies well. Run them with
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courtesy---remembering that you are not there to be served, but to serve.
Run them with efficiency as we are all ultimately accountable to that
higher authority----the taxpayers of the US. And run them with
integrity---this President has a zero tolerance for any misuse of
government authority or funding,

If you achieve these goals, you will have served this Administration with
honor and you will depart---whenever that unknown day arrives--—
knowing that you have served the President, the Secretary of
Agriculture, and this Administration with distinction.

I thank you again for your willingness to serve as Ambassadors for this
President and this Administration.
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1 appreciate this chance to be here today in order to talk about the Administration’s
policies with regard to biotechnology regulation.

As some of you know, Cliff and I head up a White House Interagency working
group called the Ag Biotech Working Group. The principle focus of the Working
Group is to review and consider long term regulatory policies for transgenic plants.

The working group was created mainly because the regulation of biotech products
is shared between three Federal agencies----USDA, FDA, and EPA. As many of
you know, coordination among a single Federal agency is difficult, but among
three is next to impossible and the White House felt like it needed a senior level
body to oversee and coordinate the activities of the three agencies as they relate to
biotech and transgenic plants.

Let me just say that the ABWG does not deal with all biotech issues, particularly
those with a more short term focus. ABWG is not the regulatory agency....we are
the coordinating body among three Federal regulators. For example, we are not
involved in the EU trade debate, as important as that issue is to the Administration
and to each one of you. Our goal is to look out on the horizon and try to formulate
a U.S. regulatory policy for the long run that works for a rapidly evolving and
advancing technology. We want to try to get ahead of the regulatory curve for the
research, testing, development, and commercialization of this industry, even
though there will be many areas where we are still trying to play catch up.

Many of you are aware that we have spent the last 8-9 months trying to create a
new regulatory approach for transgenic plants with particular focus upon plants
designed to produce pharmaceutical and industrial products. We have now
completed action on a framework agreement and the details of that agreement have
been delivered to each agency of jurisdiction. They will draft the proposed
regulation that will be published for public comment sometime next year.

The ABWG explored a complete review of existing regulatory structures and
authorities in order to determine whether or not new legislation would be necessary
in order to adequately regulate this emerging technology. We have determined that
adequate authority exists under the Plant Pest Act, Plant Protection Act, as well as
within existing statutes at FDA and TSCA at EPA to adequately regulate this
industry. This was very good news for me. As a 17 year veteran of the Senate, 1
know all too well what the Senate would likely do with legislation of this type and
controversy----and that outcome would probably not be very pleasing to this group.
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The ABWG has reaffirmed the following principals for regulation and they are
important and controversial ones:

----regulation would be based on public health and environment risk using
scientifically sound assessments

----properties of the gene and not the origin of it will determine regulation

----level of regulation will be based on level of risk to public health and
environment risk

For some of you, these principals may sound too logical and you may wonder if
they are even worth mentioning. But some of you who follow this process closely
will understand the amount of blood that has already been spilled in order to arrive
at these principals and the amount of controversy that we are likely to encounter
going forward. Notice that these principals do not mention markets, or
acceptability or a so-called “yuck factor”.

I will pull back the curtain slightly and give you a peck at the direction we are
headed. Primarily under the authorities contained in the Plant Protection Act,
USDA would establish a system of regulatory controls for all transgenic plants
based upon risk and familiarity. Suffice it to say that products with the greatest
risk and lack of familiarity will be subject to the most stringent requirements with
regard to testing, containment, and commercialization, During our rulemaking
process, we will attempt to develop “regulatory tiers” that are tied directly to the
product’s risk and its familiarity.

With regard to Plant-made Pharmaceuticals and industrial compounds, it will be
reasonable to assume that USDA will have less familiarity with these crops
engineered to produce non-food materials and it would be expected that these
plants would be grown under strict permit conditions, at least initially.

However, the new regulations will recognize that some pharmaceutical and
industrial compounds could also have acceptable food-use properties. Thus, in
those circumstances where the developer intends for the crop to be used in food
and feed as well as for pharmaceutical and industrial purposes, APHIS will
differentiate their regulation based upon whether or not the compound has
successfully completed a full food/feed FDA consultation or a GRAS notification,
or food additive petition.
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Finally, at the risk of already giving you too much information, FDA’s component
of this effort will be to propose a new regulation that would clarify that if food
crops are modified to produce pharmaceuticals or industrial products, the
compounds would be considered to be food additives and subject to enforcement
action if they are found in the food supply. FDA would not require food additive
petitions for these compounds produced in food crops if the crops are grown under
APHIS permit requirements------ which presumably would keep them out of the
food supply.

I will close with a brief comment about the timing of the proposed regulation. 1
don’t know. We will stay focused on it, but I think you understand that thisisa
monumental undertaking and will require several months of work by each agency.

Finally, what’s next for the Working Group: We will begin a process whereby we
begin to analyze and understand the regulation of transgenic animals. 1 have
nothing to report on it except for the fact that we will undertake this endeavor.

Thank you.
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1 appreciate this chance to stand on this end of the table to talk with the Ag for
Biotech group. I think I would rather be on your side of the table.

Most of you are old friends and based upon that fact, I will try to play less of a
game of “hide the ball” than perhaps is typical of a White House speech.
Nevertheless, I would remind you that the information we share is not publication
in your newsletters are client reports and it is certainly not to appear in the press.
If it does, just know that this will be the last exchange we have-----either from the
White House or USDA or any other agency for that matter.

Today, I am going to touch upon four areas:

1. A potential Federal register notice on Field Testing of Plants engineered to
Produce Pharmaceuticals

2. An Analysis of existing authorities within current law for the future
regulation of plants and animals engineered to produce biotech traits.

3. EPA’s review and approval of the Comn Rootworm Product

4. The potential for a WTO case against Europe for their 4-year Approval
Moratorium

With regard to the field testing issue, I think most of you are aware that APHIS
has been working on a Federal Register notice seeking public comment on specific
issues relating to the field testing of so-called pharma-crops. I anticipate that this
FR notice will address such topics as permit confinement measures, procedures to
verify compliance, and efforts to increase transparency within the entire permitting
system.

The comment period will likely be sixty days, so each one of you will have ample
time to give us your detailed feedback. As most of you already know, we are
pretty far along in this process. White House has given its approval as have EPA
and FDA. The lawyers are current mucking with it and we will go to publication as
soon as they complete their mucking.

Aphis authorized over 1000 field tests during 2002, but fewer than 20 were for
field tests of plants engineered to produce pharmaceutical compounds----about 130
acres total in 34 sites. But the need to move forward on revised testing procedures



48

is clear because we anticipate a significant increase in the number of field tests in
the future.

The Administration’s analysis of existing authorities has two aspects; the first is
the authorities under current law to regulate, and the second is how each of these
laws apply to the various stages in the development and use of a transgenic plant
used to produce industrial products.

I will give you just a short preview of what I see as the likely outcome. Do we
want to regulate transgenic products under statutes that were designed and written
for the regulation and disposal of some very nasty and highly toxic products?

It is my opinion that with some good creativity from the lawyers, we can find
ample authority under these statutes to regulate transgenics in just about whatever
fashion we deem necessary. But do we want to or do we want to consider asking
Congress for a clean Biotechnology Regulatory Act designed specically for our
purposes. Your thoughts and guidance on this matter would be appreciated,
because ultimately it would be your responsibility to sell Congress on this matter.
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CHUCK CONNER
Special Assistant to the President

2004 Governor’s Ag Conference
March 4, 2004

1 am honored to have this opportunity to once again speak to the
Govemor Johann’s Agriculture Conference.

This has been a very difficult period in Washington for those of us
involved in agricultural policy. Following completion and successful
implementation of the Farm Bill, I thought I might have a more relaxing
year. My wife and four children certainly hoped that this was going to
be the case, but it did not work out that way.

The U.S. Department of Agriculture, as most of you know, does a more
than just implement Farm Bills. They are responsible as well for
maintaining a safe and wholesome food supply as well as being
responsible for protecting animal and plant health. These latter
responsibilities are the reason we have had a difficult year.

Little did I know that when I spoke to you last March, a mad cow had
already been found in North America. The test results would not come
back for another couple of months, but when I was here last year a
sample from the single case of mad cow disease in Canada had already
been collected.

The Canadian case of BSE resulted in many long days and weeks of
work and, as you know, the U.S. closed it borders to all Canadian cattle
and beef imports. But nothing could have fully prepared us for the
events of December 23, 2003 when the first case of mad cow in the
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United States would be announced. Christmas Day and New Years day
were like normal work days around USDA and the White House.

By December 30, following several days of front page news coverage
and being a part of the scrolling ticker-tape that moves across the bottom
of the cable news networks, we were in a position to announce several
bold actions that I believe were responsible for maintaining consumer
confidence in beef and helping to set the stage for a recovery in beef
prices.

The most significant of the actions announced on December 30 was the
ban on downer cattle entering the food supply. I have been around cattle
my entire life and I know----as you do----that once in a while you will
get an animal that will get spocked and end up hurting its leg in route to
slaughter. It is unfortunate, but these animals will no longer be allowed
into processing. In order to enter the human food supply, an animal
must now be fully ambulatory, or in other words, they must be able to
walk into the chute at the processing plant. For some cattlemen, this
could result in less income for your operation because processing plants
are not going to accept injured livestock.

But our evidence suggests that most cattle injured in transport to
slaughter are injured because they have some evidence of central
nervous system disorder that led to their injury. CNS is one of the key
symptoms of a cow that might have BSE and it was imperative that we
take bold action to assure the American consumer that these products
were no longer in the food supply.

Thus far, the evidence we have seen suggests that consumer confidence
in the safety of beef is actually higher than it was prior to our confirmed
case of BSE. Beef prices as you know, plummeted from their high in
early December of about $85 to less than $70. But they have since
recovered much of what they last after Christmas. ..... I think we are
back to around $80 again.
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Keeping beef on America’s table was very important to the Bush
Administration. Both President Bush and Secretary Veneman stated
during the holiday season that they were eating beef for dinner.
Maintaining the integrity of this market was also important to the overall
state of the farm economy. The Bush Administration is pleased that the
farm economy has responded favorably to the economic and farm plan
that we have put into price. Net Cash Farm Income was at an all time
record in 2003------ over $65 billion. Agricultural exports were at a near
record level.

Now I have been around farming and ranching for a long time and I
know that we tend to temper our enthusiasm for good years because the
next year is usually when the bottom falls out. Record prices almost
always results in record production which forces prices to drop.

Now I am not am the business of giving you marketing advice, but 1 will
just say that I think this period may be an exception to this rule. First of
all, we have already had a record comn crop. 2003 was the largest corn
crop in history. Yet, prices did not fall. As a matter of fact, demand has
produced very good prices despite the record crop. Just this week, my
brother sold old crop corn for over $3.00 per bushel. ....not too bad
following a 10 plus billion bushel comn crop. The reason they did not
fall is because world stocks of coarse grains are at their lowest level in
recorded history (repeat). I believe this farm recovery will be
sustainable and export demand will help us to make this happen.

Having spent this time talking about the strength of the farm economy, I
have not forgotten the reason I was here last year. While better than a
year ago, your state continues to suffer from too little moisture
particularly in the western third of your state.

When I was here last year, 2/3 of the State was rated as being in extreme
drought. You had a large pocket in the southern part of your State that
was rated as an exceptional drought-----the worst category for drought
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used by USDA and the Drought Mitigation Center at the University of
Nebraska.

My tour of Nebraska was unpleasant. It is always difficult to here of the
difficulties faced by farmers and ranchers particularly when it involves
matters that are totally beyond their control. [ traveled with Governor
Johanns and we met with many producers. It was during those
discussions that the idea of using surplus stocks of government owned
nonfat dry milk came up. Ranchers needed some kind of feedstuff to
help carry them through to spring grasses and the Government was
sitting on enormous stocks of nonfat dry milk-----1.3 billion pounds.
Much of this stock was no longer fit for human consumption and was
being stored at an enormous expense to taxpayers. It seemed like a good
fit and we went to work on a program.

From July of 2003 through January of this year, the State of Nebraska
received over 60 million pounds of surplus nonfat dry milk. The
commercial value of this product was over $50 million. No govemment
program can replace lush grasses and plentiful rains, but this was a
significant amount of product for feed and I hope it helped carry you
through the worst of this lingering drought.

[ am grateful to Governor Johanns for his work in helping us put this
program together and for coming to Washington last May in order to
help us announce this program. Thirteen of the worst drought stricken
states received over 330 million pounds of nonfat dry milk for feed.
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It 1s an honor for me to be home and fo be with my many long-time friends at the
Indiana Farm Bureau. Ihave many fond memories of this organization and the
people who have represented your organization over the years.

Most of you know that I grew up with the Indiana Farm Bureau. My father was a
life-long Farm Bureau member. My family was for many years in charge of the
“Pet and Hobby” program in Benton County. Farm Bureau was the center of much
of my early life.

My early experiences with Farm Bureau, however did not prepare me for
understanding the impact that the Indiana Farm Bureau has had on the policies
affecting farmers and rural Americans.

Many of you have heard this story before, but it bears repeating. Most of you
know that I began working for Senator Lugar in 1980. I was a young greenhorn in
those days; .....fresh off the farm....fresh out of Purdue.... and ready to make my
impact on Washington. My very first meeting of the Senate Agriculture
Committee was a moment of high drama. I was determined to have Senator Lugar
fully prepared for any situation.

We were discussing dairy policy and I had prepared a notebook full of every dairy
statistic imaginable. It included charts, graphs, and analysis of the dairy sector. In
short, I was ready for any question that Senator Lugar might throw at me.
Well....... the moment I prepared for came and as expected, the debate was
vigorous. I could see Senator Lugar starting to look over his shoulder to ask me a
question. I was ready with my trusty notebook in hand. Senator Lugar turned
slowly to me and asked, “what’s Indiana Farm Bureau’s position”. As you might
expect, the answer to this question was not found in my notebook. There was not a
chart or economic analysis to help me answer his question.

It was not too long after that incident that I made it a point to get to know your
former distinguished President Marion Stackhouse and your Vice President for
Government Affairs Don Henderson. It was a tough lesson for a young kid.

Several years later when I considered myself a more seasoned veteran of Capitol
Hill....we were working on legislation for Senator Lugar dealing with a trade
matter. By this point, I had a very large staff working under me and we had done a
lot of work preparing to introduce this legislation. Now my sister in law was
Senator Lugar’s scheduler at the time and I remember getting a call from her on the
morning we were scheduled to introduce the legislation. She said “ Chuck,
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I am not sure what’s going on, but Marion Stackhouse is on the phone with Senator
Lugar and he did not sound too happy”. Iimmediately knew that I had done it
again. I had gotten ahead of the Indiana Farm Bureau and this was dangerous
territory. Marion did not like my bill and he persuaded Senator Lugar to hold off.
As far as I know, that bill and all its supporting documents are buried somewhere
in Senator Lugar’s filing system.

Throughout my 23 years of working on agricultural policy, I have seen a lot of ups
and downs in farming. When I first arrived in Washington, the Ag economy was
relatively strong, but went into a deep recession shortly thereafter. This wasa very
difficult period for farmers and certainly very difficult to represent farmers in
Washington. Much of my normal day was spent trying to help Indiana farmers
avert foreclosure.

I have seen the highs and I have seen the lows and | have been around long enough
to know that no matter how strong the farm economy grows, there will be
geographic pockets that are not sharing in the prosperity.

I know that it is always risky to talk about the farm economy in a positive way.
Politicians love to talk about how bad things are in the farm economy. They want
to feel your pain and they are quick to share a tale of woe rather than another
success story,

In any event, I stand before you today to indicate that I believe we have made great
strides in restoring long term prosperity to the U.S. farm economy. The U.S.
Department of Agriculture currently estimates Net Cash Farm Income for 2003 at
$65.2 billion---up an incredible 33 percent from 2002. This would represent the
first time in our history that net farm income has exceeded $60 billion and we have
not just exceeded it, we have greatly exceeded it.

Let me put this in a different context. Many today are making a spectator sport out
of saying that our economy is headed in the wrong direction. U.S. agricuiture
represents about 15-16 percent of our Gross Domestic Product--—-a substantial
percentage and even larger in many rural states. A sizable percentage of our
economy is not only in recovery ------ it is having its very best year on record.

The enthusiasm for the good years in farming are often tempered by the fact that
good years are often followed by tremendous surplus production and rock-bottom
prices. Now I am not going to make future price predictions, but let me point to
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two facts that may suggest that this recovery may be more sustainable than
recoveries of the past.

First, we have already experienced that record breaking corn crop because of
strong demand prices have not collapsed, but continue to remain much stronger
than anticipated.

Secondly, this price recovery may be sustainable because we are now experiencing
our fourth consecutive year for which global grain consumption has exceeded
global grain production. World stocks to use ratio’s for grain are at their lowest
level in recorded history----about 16 percent. The world needs U.S. grain supplies
and are willing to pay for them.

Other economic points of interest:

Exports are likely to be second highest on record---$59.5 billion estimate for 2004.
Exports to China alone are up 28 percent and expected to grow to $5.4 billion by
2004.

Land prices have risen another 4.7 percent here in the corn belt. Farm debt is
down.

Corn prices are strong despite the record crop.

Very high soybean prices show no sign of rationing demand so far.

Hog prices have made an great recovery

Beef prices are at record levels, driven by new demand for beef.

And Finally, the egg industry is having one of its best years on record.

All of this amounts to very good news for Indiana Agriculture and all the small
towns scattered across our great state.

Let me wrap up today by sharing a few experiences from my two years at the
White House as Agriculture Advisor to President Bush.
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President Bush promised during his campaign in 2000 that, if elected, his
Administration would be farmer-friendly. This commitment as you know resulted
in the President winning most key agricultural states and regions in the country.

I hope that the policies and actions of the Bush Administration have not
disappointed you and I hope we continue to act in a manner that you consider as
farmer friendly. Let me site a few quick examples.

When I first started working for Senator Lugar in 1980, one of the biggest issues
for Farm Bureau was repeal of the estate tax. At the time, you could not pass on an
80 acre track of good Indiana farm land without triggering a significant estate tax.
We made some headway in those days, but estate taxes remained a significant
burden for farmers and small business. President Bush promised to eliminate this
burden and repeal the death tax. His tax reform bill which passed in 2001
eliminated the death tax.

Now many of you know that some in Congress strongly support the notion that the
government should be able to take 70 percent of what someone has built in there
lifetime of work. And they insisted that the elimination of estate taxes be sunset so
that the taxes return in 201 1.

Those in Congress who like estate taxes are going to try to persuade you that we
can take care of agriculture problems through the exemptions process and there
only desire is to make sure that the Bill Gates’s of the world pay the tax.

This is a very slippery slope. You and I understand that the business of farming
has historically been a high asset and low return on investment business. 3 to 4
percent return on capital is considered a normal year in farming. What this means
is that if you have a $1 million in assets. ....you may expect a $30-40,000 return in
anormal year. This hardly puts you in the category of America’s rich and famous,
yet some suggest that we can take care of agriculture’s concern with this type of
exemption level.

I hope you will continue to oppose those who want to reinstate the death tax.

Other aspects of the President’s tax package are estimated by USDA to save farm
families $2-4 billion in taxes in 2003.

In behalf of the President, I also want to express our gratitude to the Indiana Farm
Bureau for your support of the Energy Bill. It is unfortunate that we have yet to
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get enough votes to end the filibuster in the Senate. This bill, as you know,
contains provisions that are enormously important to the future of American
Agriculture.

USDA estimates that passage of the Energy Bill would increase Net Farm Income
by $2-4 billion by 2012. The price of com is expected to increase 10 centsto 30
cents per bushel if this bill were to be enacted.

President Bush has not given up hope on passing a comprehensive energy policy
for this country, and I hope we will continue to have your support for this effort
and efforts to increase the use of ethanol and biodiesel.

As you also know, earlier this week the President signed into law the so-called
Medicare bill which contains for the first time a prescription drug benefit for
Seniors. But in addition, this law provides significantly greater resources for rural
hospitals and Medicare reimbursement rates. This will enable many rural hospitals
and health care facilities to remain open that otherwise might be forced to close
their doors.



58

Mr. Charles F. Conner

Special Assistant to the President for Aericulture, Trade, and Food
Assistance

I think most of you know that the President of the United States is about
as no-nonsense as a Texan can be. In this context, ] am going to lay out
for you why I think the farm economy is on sound footing and why I

think we should stay the course in our farm, food and trade policy.

I know this is risky. American agriculture is diverse and spreads to
every state in the country. For every point I am going to make, [ know
that there are real-life exceptions. And these exceptions take the form of

a farm family that is struggling to hang on for another year.

Four years ago, America’s farm economy was in trouble. Net cash farm
income was below the ten-year average and government payments were

accounting for a growing share of farm income.
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The President did not shy away from lending a helping hand during this
period. [ think most of you know that the President’s decision to support
and sign the 2002 Farm Bill was controversial-----to say the least.
During the two days before the President signed the farm bill, we
suffered through blistering editorials in virtually every major large city
newspaper across America. The message was consistent----the President

should veto the farm bill.

The President, as you know, did not veto the Farm Bill. He signed it
with enthusiasm and reminded all Americans that “the success of

America’s farmers and ranchers is essential to the success of the

American economv.” To date, that Farm Bill has added over $20

billion to total farm receipts.

By 2003, net cash farm income reached a record $66 billion and the
amount of income coming through government payments had declined

significantly
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I have a sheet of paper hanging next to my desk. The paper lists all of
the previous agricultural records broken since the beginning of 2003.
Obviously, this list is headlined by record net cash farm income, record
farm equity, and the index of prices received by farmers has broken a

new record in each of the last several months.

To continue on....... Ethanol use set a record. The all-milk price and
pork exports set records. And we had near record soybean prices just to

name a few.

1 will not dishonor our great agricultural system by attempting to take
credit for these records, nor would the President want me to do so. Our
food and agricultural system is the envy of the world not because'.of
what goes on in Washington, but because of the hard work of people like

you, who put your labor and capital on the line every day in order to
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provide Americans and much of the world with a safe and affordable

food supply.

But the Bush Administration has successfully come along side American
farmers in order to make sure that the govemment was not an

impediment to their efforts to provide for their families.

President Bush’s Economic Recovery Tax Act will allow farmers and
ranchers to keep and invest an additional $4 billion of their hard earned
money in 2004. A pretty sure way to improve farm income is for

Washington to take less of what you eam.

Those who believe that Washington spends your money better than you
do will try to make you believe that only a handful of the rich corporate
farms saw relief. This is not the case. Eighty six percent of farmers saw

tax relief under this legislation.
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Death taxes have been eliminated. Farming has always been a high asset
value and low return business. It takes a lot of assets to produce a
modest return in farming and taxes on an estate are especially unfair to
American farms and ranches. President Bush eliminated death taxes, but
they are scheduled to return. We need your help to make sure that does

not happen.

One of the first decisions made by President Bush early in his first term
was to deny California a waiver from the oxygenate provisions of the
Clean Air Act. Since this decision, demand for clean-burning ethanol
has nearly doubled. Over 1.3 billion bushels of the U.S. corn crop will

go for ethanol production this year. And as Minnesotans know, farmer-
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owned ethanol plants are springing up in small cities and towns all over

the mid-west and creating good jobs for many rural Americans.

President Bush also recognizes that farmers are coming under increasing
environmental pressures. This is particularly true in a state like
Minnesota with its many fresh-water lakes and important wildlife

habitats. President Bush often uses the phrase “every dav is Earth Day

on American farms and ranches.” This Administration has worked

hard to give you the resources to help meet your environmental
challenges without burdening you with additional costs. The Farm Bill
increases funding for conservation by an unprecedented seventy percent

and most of this money will go directly to farmers and ranchers.

[ will close with a point about agricultural trade. 1am very aware that a
message in support of increased trade is not suppose to be given in the
upper mid-west. But the issue cannot be avoided within agricultural
circles. Today, agricultural productivity is three times greater than the

growth in population of the U.S. We will need substantially fewer
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farmers in America unless we are successful in opening up new markets

outside our borders.

The Bush Administration has concluded seven new trade agreements
that will bring expanded market opportunities for American farm
products. These markets have 119 million consumers with annual
incomes in excess of $820 billion. This is how we are going to keep the

next generation on the farm.

I am well aware that with any new trade agreement, you will have
“sensitive” commodities. 1 think we have shown by our actions that we
are aware of the need to make special arrangements for these
commodities and some of you in this room probably produce some of

these commodities.
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China is now part of the WTO and farm exports have tripled to this
country since 2001. They now account for 10 percent of our farm

exports and are the largest buyer of U.S. soybeans.

I will close by acknowledging to you that we continue to have many
trade difficuities and we have a lot of work to do to make sure that other
nations are living up to their end of the bargain. We look forward to
working with you in order to make this happen for our nation’s farmers

and ranchers.

Thank you
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Attachment #2

My in-laws, A. Russell and Jeanette S. Quilhot, have owned farmland in Benton and Warren
counties in Indiana since the mid-1980s. In 1989/1990, my in-laws, for estate planning purposes,
formed a limited liability corporation under the name Quithot Management Company, LLC. Mr.
and Mrs. Quilhot transferred assets to the LLC including the farmland in Benton and Warren
counties. In addition, Mrs. Quilhot transferred $200,000 in cash from each of her six children’s
irrevocable trusts into the LLC. Mrs. Quithot, at that time, was the sole trustee of my wife’s
trust. Total assets in Quilhot Management Company are approximately $5 million, including
approximately 600 acres of farmland. My wife’s owns a non-controlling interest in the LLC of
$200,000 (approximately 4 percent). We have derived no reportable income from the LLC.

The farmland owned by Quilhot Management Company LLC is leased on a 50/50 crop-share
basts to my brother, Michael R. Conner, who is a full time farmer in Benton County, Indiana.
The land is typically planted to com and soybeans.
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BACKGROUND INFORMATION RELATING TO QUILHOT MANAGEMENT COMPANY, LLC

In the mid 1990’s, A. Russell Quilhot, father in law of Charles Conner, retired from the Medical
Protective Company, a closely held medical malpractice insurance company based in Fort Wayne,
Indiana. Shortly after Mr. Quilhot’s retirement, the company was sold to a division of GE Capital,
creating a significant amount of liquid assets for the family. Subsequent to the sale, Mr. and Mrs.
Quilhot selected The Bessemer Trust Company to help manage and invest this newly created liquid
wealth on behalf of themselves and their six children.

Druscilla Conner, wife of Charles Conner, is one of the Quithots’ six children. At the time of the sale of
Medical Protective, each of the six children had a trust account that Jeanette Quilhot served as trustee of
until each child reached 45 years of age. The Quilhot’s had previously transferred shares of Medical
Protective stock into these trusts for estate planning purposes. The sale of Medical Protective provided
liquidity to each of the six children’s trusts.

Following Mr. Quilhot’s retirement, Mr. and Mrs. Quithot founded Quilhot Farms, Inc. in Whitley
County, Indiana. The primary purpose of the farm is to raise and breed Morgan horses. The farm also
grows various grain crops that are ancillary to this horse operation. Mr. and Mrs. Quithot own 100% of
this corporation. In addition to acquiring various contiguous farms in Whitley County, Quilhot Farms
also acquired several parcels of farm land and outbuildings in Benton County and Warren County,
Indiana. This Benton and Warren County land was identified and later farmed and overseen with the
assistance of the family of Chuck Conner, the husband of Druscilla and the son in law of Russell and
Jeanette Quithot. The proximity of Mr. Conner’s family and their ability to farm the Benton and Warren
properties was a crucial factor in the decision of Quilhot Farms to invest in real estate over 100 miles
away from their base of operations in Whitley County. Quilhot Farms employs several full-time farm
managers to oversee its operations in Whitley County, and relies upon the brother of Mr. Conner to farm
the land in Benton and Warren Counties.

In late 1999, upon the advice of The Bessemer Trust Company and their attorney and accountant, Mr.
and Mrs. Quithot formed Quilhot Management Company LLC. This new entity was designed to serve
two main purposes. First, it was designed to have a net worth of $5,000,000 or more. This would allow
the new vehicle to serve as an accredited investor for SEC purposes, capable of investing in several
Bessemer investment vehicles. More specifically these were Bessemer Sand Hill Investors Fund LLC,
FEIN 52-2280002 and Old Westbury Venture Capital Fund I LLC, FEIN 13-4051272.

The second purpose was to create a vehicle which could for estate planning purposes provide a means to
shift wealth to the six children of Mr. and Mrs. Quilhot, thereby reducing future estate tax at the death of
the second to die of Mr. and Mrs. Quilhot. This could be accomplished through future appreciation of
the assets contributed to or acquired by the LLC or also through future gifts from Mr. and Mrs. Quilhot
of LLC interests to their six children.

Quithot Management LLC was organized and capitalized in late 1999 and early 2000. Mr. and Mrs.
Quilhot contributed assets to acquire a 28 % ownership percentage each. Quithot Farms, Inc. acquired a
20% ownership interest in the LLC by contributing all of its ownership interest in the land, buildings and
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other various farm assets it owned in Benton and Warren Counties. Operation of that farm land
remained the same, with simply the ownership being pushed down into the new LLC. The final 24% of
the new LLC’s ownership went 4% each to each of the six Quilhot children. Mrs. Quilhot, as trustee of
their trusts, withdrew $200,000 from each child’s trust and invested it on their behalf in the newly
formed LLC.

As a result of the formation of Quithot Management LLC in 1999, each of the six children, including
Druscilla Conner, acquired an indirect 4% interest in the existing Benton and Warren County farm
operations as a result of the contribution of those assets by Quithot Farms, Inc. into the newly formed
LLC.

Since inception, the investors in Quilhot Management LLC have reported cumulative taxable losses
equal to approximately 20% of their original investment. In addition, as non-managing members, the six
children have no say in the running of the day to day operations of the LLC or its underlying
investments.

With regard to the farming operations within Quilhot Management LLC, the land is leased on a 50/50
crop share lease to Michael R. Conner, brother of Charles Conner. The land is enrolled in USDA farm
programs and program payments are divided evenly between landlord (Quilhot Management LLC) and
tenant (Michael R, Conner). For calendar year 2004, Quilhot Management, LLC received $7151 in
direct and counter cyclical payments, $5477.46 in loan deficiency payments, and $745 in CRP
payments. In 2003, QMC received $9056 in direct, counter cyclical, loan deficiency payments and
CRP/filter strip payments. In 2002, QMC received $6245.35 of the same payments and $24,080 in
2001.
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April 1, 2005

Honorable Saxby Chambliss

Chairman

Committee on Agriculture, Nutrition, and Forestry
United States Senate

Washington, D.C. 20510-6000

Dear Mr. Chairman:

On March 15, 2004, a copy of my SF-278, Executive Branch Public Financial Disclosure
Report, required in connection with my nomination to serve as Deputy Secretary for the
Department of Agriculture was submitted to the U.S. Office of Government Ethics. That
report contained all required financial information for calendar year 2004 and for the
current calendar year through January 31, 2005.

The Ethics in Government Act of 1978, as amended, also requires that I update certain of
the information reported on the SF-278, i.e., that required by section 102(a)(1)(A) of the
Act, respecting income (other than my Federal salary and dividends, interest, rents, and
capital gains) and honoraria, to a date which occurs not more than five days before the
date of the hearing to be held by your Committee to consider my nomination. The
hearing to be held on my nomination is scheduled for April 6, 2005. The purpose of this
letter is to report that since I filed my Financial Disclosure Report, I earned no income
other than a Federal salary of $7,280.

Additionally, the Committee on Agriculture, Nutrition, and Forestry questioned my
responses to three questions in the public portion of my Senate Questionnaire which [
would like address here. For my responses to questions 1 & 2, I would like to clarify that
1 retain a 4% non-controlling financial interest in the Quithot Management Company,
LLC through my spouse. Additionally, for my response to question 6, I would like to
clarify that I divested of my interest in the Loray Farm Partnership in 1997.

1 trust that this letter satisfies the additional applicable reporting requirements contained
in the Ethics in Government Act.

Sinceply,

VL

Charles F. Conner
Nominee for Deputy Secretary of
the Department of Agriculture

cc:  Hon. Marilyn Glynn, Acting Director, US Office of Government Ethics
John Surina, USDA Designated Agency Ethics Official
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March 17, 2005

The Honorable Saxby Chambliss

Chairman

Committee on Agriculture, Nutrition,
and Forestry

United States Senate

Washington, DC 20510-6000

Dear Mr. Chairman:

In accordance with the Ethics in Government Act of 1978, I
enclose a copy of the financial disclosure report filed by
Charles F. Conner, who has been nominated by President Bush for the
position of Deputy Secretary, Department of Agriculture.

We have reviewed the report and have alsc obtained advice from
the Department of Agriculture concerning any possible conflict in
light of its functions and the nominee’s proposed duties. Also
enclosed is a letter dated March 15, 2005, from Mr. Conner to the
Department’s ethics official, outlining the steps that Mr. Conner
will take to avoid conflicts of interest. Unless a specific date
has been agreed to, the nominee must fully comply within three
months of his confirmation date with the actions he agreed to take
in his ethics agreement.

Based thereon, we believe that Mr. Comner is in compliance
with applicable laws and regulations governing conflicts of

interest.
Sincerely,
Marilyn L. Glynn
Acting Director
Enclosures

OGE - 106
Avgust 1992
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March 15, 2005

Mr. John Surina

Designated Agency Ethics Official
U.S. Department of Agriculture
Washington, DC 20250-0122

Dear Mr. Surina:

The purpose of this letter is to explain the steps that I intend to take to avoid any actual or
apparent conflict of interest in the event that ] am confirmed for the position of Deputy
Secretary, Department of Agriculture, and as traditional, also as a board member of the
Commodity Credit Corporation (CCC). The steps detailed below take into account any
potential conflicts or appearances thereof associated with these positions.

Overall, | understand that, as required by 18 U,S.C. § 208(a), I may not participate
personally and substantially in any particular matter that has a direct and predictable
effect on my financial interests or those of any other person whose interests are imputed
to me, unless [ first obtain a written waiver, pursuant to section 208(b)(1), or qualify for a
regulatory exemption, pursuant to section 208(b)(2). I further understand that the
interests of the following persons are imputed to me: my spouse, my minor children, or
any general partner; any organization in which I serve as officer, director, trustee, general
partner, or employee; and any person or organization with which I am negotiating or have
an arrangement concerning prospective employment.

My spouse owns a 4% non-controlling interest in the Quilhot Management Company,
LLC {QMC). This corporation owns QMC Farms in Benton and Warren Counties,
Indiana which is currently leased on a 50/50 crop share lease to a family member.
Neither 1, nor my spouse or minor children have any management role in QMC or QMC
Farms, or are actively engaged in the farming operations conducted on such lands.
During my tenure as Deputy Secretary, neither I nor my spouse will assume any office or
exercise any management responsibility with or concerning either QMC, or its holdings,
including QMC Farms. The only income from my spouse’s ownership interest in QMC,
during my tenure, is and will continue to be a receipt of a proportionate share of the
corporation’s profits. Included in the corporation’s profits are payments received by
QMC as a result of its participation in the Direct and Counter Cyclical Payment, Loan
Deficiency Payment, and Conservation Reserve Program administered by the Department
of Agriculture (USDA). These programs are administered by USDA through the
Commodity Credit Corporation (CCC) on which the Deputy Secretary serves as a board
member. Iunderstand that, upon appointment, I will be issued a waiver in accordance
with section 208(b) which will waive the restriction of section 208 to allow me to
participate personally and substantially in particular matters of general applicability that
would have a direct and predictable affect on QMC and QMC Farms. However, this
waiver will not extend to particular matters involving specific parties in which either
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QMC or QMC Farms is a party or represents a party. It also will not apply to particular
matters of general applicability that otherwise are likely to have a specific affect upon
QMC or QMC Farms. Accordingly, on such matters, I will, under 18 U.S.C. § 208(a),
disqualify myself. Further, pursuant to 5 C.F.R. § 2635.502, T have a “covered
relationship” with the lessee of QMC Farms. Accordingly, during my tenure, I will
disqualify myself from participating personally and substantially in any particular matter
involving specific parties in which the lessee of the corporation is a party, or represents a
party, unless I have received an authorization pursuant to § 2635.502(d).

I believe that the steps I have agreed to take, as outlined above, will assure that no
conflict of interest or appearance thereof will exist between my personal financial
interests on the one hand, and the duties I will perform as Deputy Secretary of
Agriculture and as a member of the Board of Directors of the CCC on the other.

Charles F. Cdfiner



73

8-0L0-10-OFSL NSN

(GONZ (39N OSOI3IN Nf PIUTISICT 110

31817

3573 9 J0ttuE) |

S0 G 1 N

A[H) 9500 400

B

a1 0 dn JEaA JTPUDIED JUILIRD 2y}
Pt Sivak 1spusyes omBupaaxd oyt
St pOLAT BUALIA31 341 =~(] HAPIYIS

By

[ ops asaana g o panunnos aum swaneisos fi voq yo3 )

‘spioyseiy) Buiiodes siesw awioou Jojpue snea 1esse perebalbbe v sinpayosg .

sinp fo 1aquinse 30piy  patis uorsuars Supy fi xoq yoay3)

J6 a1ep sy1 jo Sr sjuawaBueie 10

I N R e, N L R S T T VT

sjuawazide fue moyg --(siuswsedueiy,
10 SuaWLRIAY) ) 3B ') ANPIYIE

S0/ L)

<

AT

Hinjg Jo P A Jo SARD Y upAl

B3 0L, IO Y Sy

7 STTE;

A “SUONIPT 1013,| SAPISIBUNG

AJUC) 851}
SORYY TBUNMIIA0D) JO 3O

51143 3500y noA alep Aus o) dn seak
JEpUAIES UGLND I} pUE SEaK JEPUILED,
Furpaszsd aip sy poniad Fusuodas 3y

~{SONHIQEIT) | 1Ed ")) ANPIPG

s @QN\%\\M

*3QETAAE WON-¢F

TR TR

TEISHI0 BUAAIAGH TCISIE) SONT ASUIRY PaIEw

“(#013q X0q L U
siwated ue o1 193lqns) suone)ndal
pue smey 2jqeordde yim osuidiod
52311} 43 VAT BPRIOUOD | Yiodos st Ul
PAWLAUOD UOHEULION [0 S1SEG dMh 1)

Fuifiy 10 2jep 341 JO SABP 1 WM

51 Je1f1 3800YD NOK 33ep AuUB JO ST SI1385Y|
anqeA Sutly Jo 21ep ayi ) dn seak
IPPUIFED JUSLIND FY) PUL JBIA 1EPUAES]

Burpasead syl st (D HOOIG) smoduy)

| RIZTG, S LA EIERN

10§ POLIAA BUIICO LY 3 RPAYD:

Juapisaad
331, PUE JUIPISIAJ J0§ SAHEPIPUL)
PUE SUZHUT MIN *SIAULON

lMQQQW

(AousBY
Aq PSP Jy)
AA3Y YO

LRl D on) 1Rt

“arquonddir 10U 3§ 3 ANPIAS JO]

“TIRAMOWY AU JO 153G 34 O]
1934109 pUe A3|AWO3 ‘a1 Ase sagnporas)
PALOVIE {{E PUE WIC) SIN} UG SpBL
BARY § STUBIINS DU JBYT AJIINAD |
FEITEIYER

 HEG "UOHRURLLN JO 318D DY) 1¥,

pu3 pug Buspyy snotadsd 0K kG PaIanoD)
pouad 3t Jo pus oy 1e surdoq pousd,
BUHI0003 Y1 TSI3Y14 LOEUIIDL |

Ansai04 pue vopnnN ‘axrfinouby uo e8RIILICD

UONETION FUTI3HISU0 S SITRLULIG. 3 JCH0ISs 31800} 10 STHEN

vonrwLUaT) ¥
01 1921qns auioN (i uspIsad]

-ayqrondde|
101 S1(J ARPAYIS JO 1f MBS DY N0

1UBPISaLY AU} 0} JUBISISSY (enads

21mp 31 01 dn tgak Juiny 2yl apRIdUl

R O S T

{aA0qY sE 2WLS 10N J1) SqIuol 21
Bupadmg 41 FuUng WALILBA0D)]
12133 DUL UBA PIOH (SJUONISO

sy 15 10K 2334 Q) AN
30 1 1d pUE ) 3{RIAYDS JO 1f LEd
1daa%a Jesk Jepusies Buipasasd auy

0082-95¥ (202)

Z0S0Z "' 0 "UOBUIYSE AY BINBAASUUSY 00SL '9SNOM BHIYM 24 L

51 pOyISA U0 R{L

CSFOy T3t 3PN ON SUORUAISL

Uo7 BiD 907,

X1 TPAS APGRIY ) SeaIpPY |

{ssa1ppe Suipazamiog Jo)|
YO 1SS JO TR0

Spotsag BUNIOGIY
-394 00ZS ¥ 01 122{aas 94 11EYS;

ponad uoisuaxs uny agx Jo Aep ise]
auy 13ty KT OF LEyl 250u ‘paruesd st
BOISUX UE JT 10 *P3LY 3q O paImbai

ammouby 30 wewyuedsg 's'n

ainynouby Jo Aijsisag Andag

UL UOIM 105 UONISOg

St 110021 241 JEP 3G} SR SAED O]
s 2100 05 $30p pue 130434 5141 ]|
0} pasinbai 51 OYm [EApIATpUL KUY

(1021 ‘AT UIOW) | 2103
~ijaay i) e() vorewR ],

L)1 L L 8 S——

vonEuiLa]

“IFUHUON IEIUF MIN

1005y Kq posarcy
3B SEpUdRD

TUBQUINDU] Fag

Sareig w:_:E

T 2[gROadL i) AUSTy 30 TUSTIHEaoC) 11504 10 S1IL,
‘4 sepeyd
H8uLoY SuBN S, ENpIAIpY} Sutoday,
1] SENEC)
= - |

(i3] ADG HINOH) GOTGUTUION 10
YOI “AITPIPURY) “UANALIOCAY 10 AL

GO ON KO
ddy vusoy

1Y0dTd FANSOTOSIA TVIONVNIL DITgNd [ouuosIod yauerg aannosxy

ST MIG100 J0 IO § 11
POV DS
{BORT/®) "Nar ) RLTAS



74

P2 Kiapuadap Jo asnods ays yua Japy s £q ploy &

RIOUOH
1ile]
(4

X opy)
amg

(unowy

000°S$ 3340

o

600°1$ 4340

»

0f 40 13]13 4 JO 11 JIYND S St

A [

- 100'ES

- 100058
000°518 - 100'SS
0057

000°601S

(107§ tey $53) 50) JuON

JuRowY

spuspg

33001

"W ey 40§ O HOO0]g Wi papaal st Axjus Sao)

ou ‘paaayd s1 (107§ UBY) §53] JO) BUON,, JI UNOWE pue 2dA} 13I00U]

snay papdasvy

055 3730

0'004"

B0

00'000°5S

-

<78

0°000"

00

1§ 4340
0SI8

- 100"

000°000
005$

»
[

000"

33078
porsad Sunuoday
Joasop e
S13SSY JO HonEN{EA

- 100058

00°001%

[210 osnods saa111 oyt jo sew £13108 51 2wl nasse oyl )i £juo saridde L108aes 51
2 2 X 3§

0018

000'S1S - §

“PASY 9 10UUE) SUCHIPY
idoadde se *anjua [0 S011080180 12YS1 JAG I} el

PUn [BUOLEUIBIE AINGISOA IO,
pung b3 des piy Aingisam pio
pun b deg siet Angisem pio
AZH BN 8Nd YA Puowsyony
v {AY) 8nusaay elubiia Anssaaun
-(PU3 WiN) Z6€# Pu4 Biag eauy-xe) pay
40 BunsISUOD Wi AZY JBUUy o sapeyn
8N JBlassag

L{(SPUN WAL} SBPIYBA daemg 19wassag] ¢
APUNZ teuoRRWEU ANqisam pio.
purtg by deg abie Aingisapm pio)|
PUNJ BWOdU PoX(4 AINQISBM PIO
Pund b3 deg piy Anqisepm pIo
140 BunsIsuoD yy) Jauuo?) ‘4 sepeyn
isN1Y JaWwoessey

©

©

Py

VA 'voifugiy]

sajdiexy

UOUILG Y SIVIINY PR,

[oen

(ssnods ok

JO (0TS 4900 BLIRIOUOY AU JO 1UNOIT [ENIIE

i wodod 1dexa) HOQ! 1§ LB 210U JO DL
PIULE 1O JUNOWIL YL O ING 33IN0S Stf) Lodas
"OSROS JNOA J0f “(JUIWUIAOY) "§'() S WO UL
D410) BOZ$ BUIPAIIND WO PAUIIED $0 HnOwIL,
[BM3E PUE 333008 24} 156021 OS]E J1ASM0A JO ]

‘IO YOS i)

151280} *patidd BUILOASL BUY) BUIIAD Swod Uy
Q0TS UBY) 250 PIRISUST (PIYM 30 ‘popad Fuy
~LI0U3J 341 JO D501 Y1 I8 (G| § AUIPIIXS anEA
YR ITB] T PRY YOIYM OB §O GOLIANPOId
A} 10 JUIUNSIAUL 10§ P24 13SST 1yoBa 1oaa!
‘w2t wapnadap pue ‘snods 1ok ‘nok 104

¥ A0

3UI0IU] U SJasSy

soquinyy 36,

V A'TNAIHDS

"4 sayeyD Jeuuo)

PRI Y4 IS
0002166 '93) 8L24S



75

3 1Wapuadap io asnods

s 3011 91 K 1oy

BLIRIOUO}
DAY

[

e o)
Eitle]

006'000°CS 1240

worso ] ] 1 [ 1 ] 1 1 | |

{unousy

Junour

DA

“(U9Y TBYY 10§ 3 YOOIE] UE PIPAIY I ANUD I3YI0

ou PaNAYD ST 107S UL $53] 10} AUON, 1]

TUNOWE PUB 3043 13OIUY]

100058

1000528

BO5S

00"

Of

« 060°000'1S 1240

#1307
powiad Surpodas
Joasop e
$1as8Y Jo nogrenjes

18- 1001S

00°0018
000"

x

13

dredosdde se

de £1089183 siy

A0S 3 AU0IUAISST DU}

sa1B0I0UYDD L PARUN
uoneiodior) oISkt

Sidiaoot 080 00S d9S,
1) ueaq Asjues uebiopn
LOSUYOP 3 LOSUYOY

1aded [euonewall
PaIRIOdInUT SHIOAM 100, SN

PB)L10dI09U] [BUOBEIIBILI HIMASUOH

A\ JU S2LOBIITI AOYDIY S0 I P

@

dnoig) SAINISS JeIOUBULE PIOjLEH
4NnoIO SUDRS UBWIPION)
211294 (e1suaD)
ucneIodIor) GO UOXXT
Auedwog 9 91990
sdiuydooousD)!

pajeiodiosu) dnosbngg
uoNeI0dIon) BILBLLY jO yueg!
S]0NPOI4 UOAY

s@21A3(] Bojeuy|
552343 UBILBUIY]
AuedwoD WE

oo

v u019

Jute3U] PUT SIISSY

soguiny 5

(papaatt j1 Ajuo 3s(7)
panunuod vV 3 INaaHOS

4 SBIBYD JAULOD)

£900T/E0 M) RETAS

1=




76

P11y JUBPUAdaP 1o asnods 3ty i

3

“DasF) 3 JOUME S SUQNIPSY s0uL

B3 1yB1 s oy ysvay

UL 43558 U] 0 soidde £:083180 sty

dnoug) yyesHpeun|
AurdwoD sunqiy

Juudg

+3 2 Odj
Auethuos ojuesuop

D312206100u} OIUORPBYY
SPIRUOCOW
QU dNOJE) |BUCBUIBIUY X1BUIXE™]

N

uoREIdION  U0K
Y29} euieD) [euonguBUf
uonesodios [sr|

I~

UOReI0dion SPOO ABysian
S80UBI3S PesiiD)
©Q pajriodionut des)

P

uoneiodion x3pad] ¢
Avedwio) Bupiof (Hem) Aeusil
uonei0dioD ABioul uoasQ

pajesodiosul gaq] v
X001
PeieIdioou] swaishs 00815

uonesndio) [eaer)
DyRUBING LoISOg|
Pa3eI0d:00U] 18WoIg

pejeiodioou) saubnty sexeg

BLIRIONOYY
1O
(44
A opy)
ag

{ranomy
fentay
oy
Apaads)
awoauy
RYO

000'000'SS 4240

<l
S

0 100°S

100°05%
[
100058

160'S

SpUIPIIG
15 2940

1snay, papdadx
OIS -
518 -

(743

0000015 -

800°

000
+ 000°000°
“000"

000"

~v==aE<

ou *paxdaYd §1 (10T UBY SSI JO) FUON, JT “IUNOWE Pue 34} :3u0du]

SR8 eht:] #2007 =

pouad untodas
Joasop i
SIISSY J0 uonEniEA

V30T

1491 TBY3 50] D) %O0}E I Papaat St A13u 1ayio)

JWedR] pue sPssy

Jagquinyg 27,

(papsau 31 &[0 95(7)
panunuod v 3 INadHOS

‘4 SNeYD PR

SN s rEnpianut Fuiods:

URDINDL) 1 3T
POT VRS HAD §
(000T/ED S24Y RITHS



77

"pasT} 34 JOUUIEY) SUOIPY 10144

1prys 13puadap 10 3snods st i

w11e30UOH
JEAO

funoury
fenioy
R
Sadg)
su0ot)
Eaue]

0B0'000°SS 240

10060055

ssnag pardadxy

800'600°SZS

OU "P3IAY3 51 4 [ (7§ LB $59) 40} AUON,, J] JUNOWIE PUT 3dA] :AWI0IN],

IAI0TYE

"Wl 1By} 10§ 7) §901g tIf PapIaL st AnU3 13(i0|

100°088

(i1

000"

%0018
pouad Suniodas
Joasop
S13SSY JO HOlEN[EA

i) K120 s1 anioninaasse a3 £|uo sandde K108neo sy

So103 PRI J5UT0 D11 1010

MNTTIE ATTYNOILNILING

paiesodioou) xux:
02100107 dljIed Lol

00'IS

0°SES - |

001

oo

¥ 2014

AUOIU] PUT SI3SSY

saquny oo

(papaau j1 Ajuo aspy)
panunuod ¥ I INaiauIs

“4 $8pRYD SBLLOYD

JWEN S fenpiatpu] Su0da,

T TSR JO THO S 1)
YEOT WIS
{a0027£0 494} 9LTAS



78

P25} 3 10U SUORIPT 1011

(USRI WUSpULdap 1o asnods sy M Iafy SY; £q Pl

Gunowry

806°000'SS 1340

—‘ .oooooolsmo - - - - - ] -

Apsrof Jo 59

£

| ewosvarss | ] ] | 1 ] | 1 ] ]

SPUIPIAIG

$0S°75 - TOO'TS

(10T$ WU 553} Joy IuoN;
1sux], pardaxy
000/000°055 4940 -
000'000'S2S - 100'000'5S

jEnomy

X0

0300TH 01d
k . pouiad Bunodas -
“wal {EG) 103 3 YOO0}E T papantt s Anus 1Y) joasop e :
Ou PN ST ,(10Z$ Ueys $59] J0)-SUON, {1 “Junotire puesdAl rausedu]| £35SV JOHOYBNEA

21 10 383 A]2]0S ST JWOsHI/ASSE 3 11 Ajuo satgdde LioFas ST

230 JOYIRY A0 3 yreu]

sdiiiydodouon

0194 09 98IM Q7§ undne,

M
WoISAS MS B I VA 0D el S

SSausIEMY AJINISS [BUBUE O 111
yeisBerd 100# O/S #un 0D oULeso)

Aoy uid Wog (Y 1) 1910 e g SUBIRER,
(09} uonedyqo eieuss atelg eBHA

OI5d 8 WolsAg

{pund WIN) pund Bygqo 99.4-xe s pod|.

-

V0,

JOOU] pUL 5IISSY

saquinyg sBeg

(popoou i O )
panupuod y M—A 1QFHDS

" S8uRYY ssuU0)

SN sTenpiaIpuy Jurniods;

SORF JISURKIAOD JO 0G0 §'1Y
PESTIRAWID S
000220 "AY) 31748



79

ISy 3 J0HUL) S

3 1018

ToVED 154 B1Y 404 e

JO 181p A13105 51 awonaasse ays 1 Ajuo sondde ioSaes sy,

uoReI0dIoT BAILIED:

uoNRIOdIoD DYRUBIDS LOISOg:

pa1es0diooy) Bwolg

pajeiodioou; Ang 1588

pajesedioout puokeq g Uieg peg.

pae10di0ou] seyBNH Jaxeq

SlendEW paHddy’

sao1AaQ Boreuy|

uaBuiyi

Pa12300100U] SBOIAIAS SSBIAIM 191V

pajesodioou swelsAs aqopy ]

PRBIOGIOBU] SBIOTS VBB

DUIIR Lo,

sefojouysa ] peNun

40112104100 00845

Sidis30Y ‘9o¢ 005 dPS

1) uBaQ Aalues ueBiow
Sp[EUO(|

UGSUUGT g UOSUGOF|

Jaded jeucneusaiu|

£912500)03U( SO 1001 SIou;

PpoyeInd o) fEUOHELISIUL JoMABUOH

4noJg) SEOIAIRS [RISUBLLY PIOIRH|

dnoJs) SY9ES HeWpOS)!

U083 [EBUBE

uones0dinD Qo voxxg

Auedwor; g 8198

e

whappuya suspusdap s0 asnods ot i sa1ss a1 49 play Aol o sap

-

~

©

w

«

o la]w | - o
H 2152 flhis slelelein|zlofainialniaial
3 g 2 3 ) 5 183 H 2iE|: i
Py =4 - < s £ b m ol o B> ]
@ - 3 ) 2 i 2 Eleizl8i8|= [glT
g & 2 5 H-H"H H- K N
£ 2182 £ HHMHATH &
euesouoy] funouy 2 m 4 4 .m 18 gl 18 g
JUAuG ey ] 5 . 1 < | m ; m
P g g ;

Ajoads)

000"

yuRouy

0T E0Td VEvgvomn
potad Sutodas
W2l 1BY) 10§ 73 HI0)g 1 PIP3Iu ST ANUD Jay1o 10 350p9 10
OU PAYRAYD St (JOT$ URY $S9] J0) DUON,, J] Tunowte pur odSi 13UI0dU] s1assYy J0 uonen{EA wosuy pue $1ssy

{pap3au J1 Ajuo as(y)
PaRUBUOd ¥V A INAIAHIS

*4 $811EYD *1RUUDD)

Jquny it DL SRpLAIpYl Fuitiodd,
308 JO PGS

PEOTVEYAD S
{0007/50 294 §LT4S




80

PI5() 3G JOUED) SUOIIPH S0t

S S} JUI0OU/19sSE oy 31 Auo ssndde A303ayed siyp

30 JoyBHy 300 S yrew]

HNYT8 ATTYNOIINSLEN]

£912100100U] JOOYBA|
pajeiodioou] xuny] s
uediics g OBJES Siapm
120 diooueg'sn
pajeiodiosu} dnoloy yestpeiun
Uediiog aunaiiy |
idg
uoeiodion 39 g
Ueduicd OIESUoR|
Pateiodionu) aonpaly|

UoReIodios sjuox
498}, awes [euoneuBlY]

UORIGAI0,) Spos4 ABUsIBH
SBIUBDG PRI

BUCIOUOH
Rz Le]
(£
“anq “opyj
e

{unowy

Kroads)
Swosu[
FECHe)

pajeiodiooy) swayshs oosio| 1

100'

0°058 4340

000°080°SS 4240

G00'SIS - 100'SS
00528 - 100"

00000
0000055
0000015 100°05S.

(10TS wBY) 559 20} SuON.

poisad szomu.,_ :
TN JeY) 10F 3{201g UL popasl sy Ao Say10) Jo ssooiie”
ou ‘pajoays 81 (107 Uyl Ssa) 10} dUON], ) Junour pue 3dG :swoou)| 5}3SSY JO HONERIBA

Du.az ;

foR:telegi: A0

¥¥o01g

JWMOSU] PUB SIIEEY

saquny 3o

(papasu 1 %6 30)
panunuoed v I EAIHIS

" SOBYD IBuUel)|

SWEN Stenpiarpul Sunioda;

SO WIAAO0 30 S0 § 11
POTIRIY DS
(0002/£0 A7) 8L73S



81

PIS() 24 0UUE) SHOKIPY 4o,

ufapyyo wapuadap 0 ssnods ays i

2

D
Jueq 1shaung

JUNODOY BUINDSYD JSULOD Ukiyiey
ueg isnaung

-x -

TUn0a0Y BUNBAUD
suegisnqung|

WNOOY 1xIeN ASUOK
Sueglesnaung

MNYIS ATIVNOLLNGLNI

HNYIG ATIYNOIINIING

punJ jeuonewsiul AINGISaM PIO
puny b3 des piy Anaisep pIO] €
pung b3 deg sbien ANgisem pIO
PUN BWIOOU| PIXLS AINGISBM DIO

oo 1 | =1 = |

110 Bunsisuod wy! J8UL0D "D BIHOSNIQ
Isn1| Jawassag]

Covon

: Fd
7 £ o gi8|2
ot 2 2 2 SiE|8
H : 4= H TIElL

g .m = P e
E zigia
BLIRIOUOL (unowy m g W m g m
JANO femay g s 3 H
7 ody B 4] M g
£y13345) 2 2l
W0y
e

840078
pouad Sureda)
Joasops e
SIISSY Jo uonenfes

IX0TE voTa

"R
oU PaYIIYD §1 (107 YLK 583

310} D #O0[g Ut Papaau st Aus 1Y1o)
AUON, JT “Hunoe pue 2d{) :amoedu)

3WOU] PUE $IASSY

{papaau Ji Afuo a5())
panupuod vV JINAIHIS

*4 S8RYD JBUU0D

saquinpg g

reaz e 4
(000T/50 A%} 81748



82

1p|1y > Tdpuadap (o 3snods a1

RECINEES

5

erresouo
3RO

[

an¢g W)
25eq

{unowry
Jemoy
podhy,
Aj29ds)
2uw00u[
B0

000°000°SS 2340

IR N O O O

snej pydany

000"

Janowmy

OV POy ST,

2X07d

U3l 18y} J0§ ) N0§G U papaat st Auua satpol
L10Z$ UBY) §53] J0) BUON, JI "TUNOWSE PUfe 304} :a100U]|

100'000'5S

000°S78

0000018 -

430078
potad Funiodas
Joasop
135SV Jo uongnjes

POS) 30 10U SUONPY 1011

HNYIG ATIYNOILNSLNG

Xv-1D PEID PO
13UuS7 uAiyresy]
20) Apotiny Jsns1 uoiing ono] v

Kq paiostiods uejd SBUIABS 803100
625 - aBejurapyabago) weuing

UNGIDY BUNOSYS TEUUOS S MaIPUY
SUEG ISNAUNG

000y BUpoRUD IBULeT AR AL
Sueg jsnaung:

100'058

o

At

w0y} pue spIssy

{(papaau J1 Kjuo asfy)
panupued v I INGIHIS

*4 $9)ieYD '5euL0))

saqunpy 38l

toan/co o) L2




83

“Pas[) 3 JOULL) SUONPT 10l

piga wapuadap so asnods A

eeIeIOBOH

(44
wog o)
s

(unowy
jenisy
® ouh)
fya0ds)
2wiosu]
20

100°08s

000'006°SS 1340

'D00'STS - F00'000'SS
000°00IS

600°000'05S 2240

(1675 12 53] o) 3u

000

» 000°000°1S 4340

OU *paNIdYD $1,{]0T$ YOI SSI] 4O} SUON, JT "IunOwe pue ddA1 13u0du]

83018
pouad Suipodar
Joasop e
S19SSY JO uoHenjeA

‘W 1841 10§ ) X201  PIPadU I A3 10110

HINYIE ATIYNGIINILNG

Jhpung
feniden sImusA ANAisam 010
271a4 wupues, g

(w0dS! s10p08y 0eQ 00% 395
sipg ANSeRIL g N
ADUNS W) 07 1)) 1dwix3 Xe L (39 ‘

“Apoisnd 511 D0

Siig AINSEsIL S 01
(pund W) ozs 1L 1dwixy xel 135
WNOIDY W4 SWD

o

Lbung jeuonewia) INQISam PO v
Pun4 63 20 PiW AUnaissm FI0
JDung by des ebiet ANQISapm PIO
pung puog N AINGISOM PIO £

PUN4 WA pud BIGO 9013-XR1 PO
W IUNOYOY teg DIND
:JO SISISUCD D)

~

10013

B00°SIS

Aorz juB JOj $a.InDIY 10311 SWODLY
9 sameA) OT7 (OWD) Aueduiod| §

uswabeueyy 10Ny U 1saisi %yl 1

[os

¥ A0

U] PUT S3355Y

(popaau J1 Ajuo as())
panunuoed vV HINAIHIS

“d S9UBUD TIRUUDT)

s2quinp afied

ST U H LD
000TAED AV JLTAS



84

PISE) 5 JOUUET) SUOTIDT 101§

‘uaIp[ry> yuapuadap o asnods 34) yim Io(1y 341 g

2

00°5p.8
weiboig

YO0Z AD

BAIBEaY

UOIBAIBSU0D
orair'ss

EIB0Ig JULABS,

$00Z AD  {Aousioyaq ueoy
00718448
Weibaig
Jutiked (BSAL
$00Z AD Hounog ¢ paag
007L8¥'1LS
002 AD. $9)8g uielD)
2igle %
3 ) 2
P P =
5215 @
LR 2 &
= s 2
BURIOUOH Gunowry m W g
Ao 1010y 3
2 adhy
4 Ayroodg)
o “opy) amooly
et PG

[ weerseewss || ] ] 1 1 | 1 ||

yitoury

pedrolugicy

WA T8y} 10§ D) YOO{E] Ui PopIst: st AUS SO0
ou ‘paxoays §1,(107$ eyl s$a] 10} SUON], JT “Hmoure pue d4) rawreduy

[0S 51 AWOoU1/A55e I J1 ALu0 sanydde Kxoforeo sy

Ba1ea JoyB1y Soue o Kyrew]

3

JNVIE ATIVNOLINZINY

2SNOYULE) WOJ] [B1US))
NI '$9BUNOD UBLeA,
3 Uojsg Ul psjeoo) sused DD | 2

{PENURUOT) OTT DD Ul IsBselY) %v| S

© O00'SIS™ L00'TS

Du=e,z ‘

popadumoder
Jo 3801
§1355V JO-uOENEA

V2018

2W0dHY PUE SISy

saquny oaq

'4 SBUBYY JBUUDD)]

awuy grenpiatpu] Sunsoda

SO0 WIRISAOE) 10 OO § 1
PESLMIIWAD S
{o00/se AoH) 91245



85

x xfx x x|

i

*

FoT00 Jat(EIY 190 aY) Serewd]
‘B2pyry Juapuadop 10 asnods 5@ YUAL I9[1) 341 Aq play AfI0f 30 Ioj1) S JO 18T: IAYND SI AUOOUTAASSE OYI J] "BAIP{IY tuspuadap Jo ssnods SI0[1) a3 JO yeYs KJ2(0S St awoowmAvsse o) 3t Ao sandde Ko8aieo sty

&

NYIE ATTYNOIINTLING

w3, Pun 40 [eWdes D18

«{pung §o0IS WD) Y1 Y1 WOO-NLE
+598 SN-UON) pund ¥1 410 N1E
Lpun jevoneusl 310 918

Apund ded P 410 O18

pung by deg eBie1 410 018

UM pUOH UNi U89 410 018

1jo Bugsisuos

8L-VA YLD JAUUOD § Maipuy

©

©

NV ATTYNOLLNI NI

1955 SN-UON) Pund ¥l WOO N1g
(pun4 %001§ WOD) Va4 ML WoD-NLA
o1 6pig U3S pul dMi USLEA

4 pund 4O eden JIO N1

punj jeuoneLIsiYl 410 NLE

puntd ded pipg 410 N9

pung by deg sbiey JLO N1

PUN puog AW UBD JLD NLE,
{PUnJg AIN) Soiyan doamg 1owesseg
*30 DUgSISUOD|

08 Yyt OSF % DYV J30U0D Melpuy|
S0} Jauiessag

o

-

@

o

olulgleinlslelalzlls " \ elalale
FIEITIBE 20818 Slolr i Pl T 12 Rl
] Z . 1l B s b SlEigiel
dER BN o N 2 H B N
E % o @ £ = 1 o B, ¢ | = B by £
SEEEBIEREREE EES " Zlalzlzizie
BUBIOHOH Gunowy m =4 m Sliis | El wi W. cElapy e
JAmD oy H 2 : H - e 121 128l iEiciE
Fodis 2 g 18181S1] 1=
(4 froads) s i | |
Ao “opy) ElG e
g PO ]
Janowy - »NM -
EERGEC] V30078
poiied uodaz
“wsalg S JO3 1) W01 Ul Popasiu st Aua 1ayi0 Joosap e
ou “paxoand 81 ,( 107§ UBLL 55} JO) SUON,, JI "Junowe pue ad<i 1 53355V JO WONIRRIBA 2WOIU PUB SPISSY
{papasti 31 &juo 9573) ‘4 Sa|IRYD “Buue))
NUNUOY
23quiniy o8ug] P puoy v AIAAIHOS SutgN sjenpraIpu mn.:&o&
TP WoRESAoD 9 S0 5 1)

YESTIRAAAD S
{0oosc0 “a¥) 8LLAS



86

P3S7] 3Q 10RUEY) SUONIPT J0Lsg

ipi1ys Juapuadap Jo asnods ai Hitw 1a1y a4 A9 ot

s

THEIOUO}] Gumotry
ey
7 adiy
AJpadg)

awoou]

Rl e

000'006°SS 340

600‘001 - 100°08§

i

JURCHEY

:Eo:o 1313 241 10 J8

s @--

p 10 asnods 1201 ayy

I P -
S

2

00'057S
100°058

s

0018

v

(10s w559} 40) avoy

230078

WA Jet 107 3 00(g Ul Papoay st Koua ssyiof
OU "padORYY ST, {1OT$ UBYS SSIT J0) BUON], JT "Jundwe pue 5dKi :3moau]

I « 000°000'15 4340

pouad Fupiodas
Joasop e
SJISSY JO uonen{eA

S s

Ba1e0 193 1010 sy3 rew

0 Jeip x 3105 $1 2t0ouIA3sSE a1 11 Ajuo sayjdde L10a1ea sig)

HNYIE ATIVNOLLNZ LN

£PUNL feuoneussiu] ANGISBAL PIO!
Wpun4 ded piy Amgisem pio,

b3 umw gBien Aingisom pio
«Pun4 3LCOUf pextd AINGIESAR PIO
+pund WiN) pund B1G0 sa14-xey pey
140 Bunsisuoo yy) Jsuuos uiielueg e

~

. Pung do [ended zE
{pung ¥o05 WOD) V43 HL WoD-NLE
PUNS |BUORELISIL] 41D NI

[EENE
SOV 103 yiny Bpig sbsyos eibaa
<pun wint)

40 BUNSISTO0 OF
Yl DSI 2 Dy J8U000 upefueg 0
Jsn14 Jowassag

[

10018

0DOSTS

¥ 300718

IO puE $1assy

aquiny a9o gy

(popaatt 3t Ajuo 3s(])
panunued v A INAAHIS

4 $9pBYD "auuog)

SWeN senpiaput Junieds;
1 SIURLIBAOD) 10 90§ 1)
PELUR WIS

1000T/€0 A9R) 8LTAS




PRS(L 3G 106LET) SUONIPT S0Ud

Fores 104B1Y 5410 o 16t
S 5L AUICILIISSE 1) 31 Ao sapdde LoSaies siyy

HNYIG ATIVNOLINILNI

-

"una b3 063 8616 410 018
Apun ded o 410 D18

P B

T

7]
5
7

o

b

=

BLVAVALO E::oo M Apwa

=
'\’é.

S

(098 SN-UON) pund WL WODNLE

|
-
B

Pung [RUCHEUIAIL 41D N18H
pung des piw 41D NiF

e

S

PUN:} PUOT UMY UBD 410 NiE
LASPUn4 W} SoIRA desmg Jawassag)

&
-

1JO DUNSISGOD)

084 ¥ DST 7 DY Jouuod Auug
3841 Jawessag

------
1NN IR O AN D I g

a0

87

m

[Jovonc

T00°TS

(1073 usy) 5531 10} 3uon

T00°SS

iop0ie
100'05$

15923301

100°0578

005778 -

D00°000'SS 194G
D00'STS - 100°TS

B06'001S - 100058

a g

7 .

2 olaie
suooyy | gunowy g £i2i2
HANG fenpy > .m

padip H
fipoads) :
auwsoont

patled

R D < - < = S
_ms o trss
L owwewsso [ [ T

Jinoury

d018 D018
pouad Suniodsa
30350[3 18
S$}9SSY JO HONENjEA

V20

WD 1R} 103 ) ¥OOIE 1 PAPIU ST ANUS 13Y10]
ou paNAYD §1,,(10Z$ BRI $$3] 10) BUON], J] HUNOWE puE 3dA) :omI0u]

WO PUE SIISSY

(papaau 1 A[ud as1)
PINERUOd V I INAFIHOS

‘4 SBLBUY FBUNOD);

Jaguinyy oed

FOT VRS WAD S
{0002/50 H3¥) BLTAS



88

“PIS(} DG JOUUE)) SUONIPT L0114

D (142 JU3pUadap 10 asn0ds 3ty ys

I N N O

2180 181y 1210 ayy yrewy
2410 1ot A13(0S $1 swooutasse ay) i Ao sargdde £308a180 51y

:

SNYIE ATIVNOLLNZ NG

pung b3 ded ebie Amaqisap IO

@

APUlt [eUOlBURIUl AINGISBA DIO
-bung b3 ded pin Aingisepm pio
440 Bunsisuos Wy Jauuog ukigies|

NV ATTYNOLLNELNY

I N T —
—"

(098 $N-UON) pun ¥{ WOO-NIg

12, Pund do [epden Nig

(pun4 %30l WD) va4 3L Woo-N1g

AGY 9SEST Yiny ASpay pu) puag yinog:

SPund (eUOHEUIBIY 41D

oung ded pil 410 N1g

put4 by deg sbie 410 Nig

PUN4 puoE WY USS 410 N1
Hig-erien-6ply

ABY 95887 UYIny ASpaY puj puag YIROG|

SPUN WA SopINaA desms iswassag|

Jo Bunsy
083 ¥l DSF % DYY jeulog ukiyey

L

I o

R

o

s [ | T« 1 [ ]
—” (Tozs ueg) ssag.a0) ﬂ"’?;z - ->< - ' _- » - ‘ ->< X x X

CJowon
P 2 5
g £ 4 H i H HS
H ] K] 9 g SiElsm|8
2 Lod = % B if o W i b
2 o 2 £ : ot = v &
2 2 sielz H R H
2 2 B3 1S ‘H H H B
eLRIOUOH Qurouy 8 1 m - fa m : g m W . .m :
1 AfU feniay z |
1A 90K e
(a1 K1aads)
ABGg oW 2uwoduy
e YO
JEROUY
335018 430018 ¥ 40018
potrad Sutodsy
WYL Jey 10§ ) J0OIg Uy PAPIAU ST A3 soyia J03s0p 1
OU 'PANORYD S (107§ UBYY §53] J0) SUON, J| "IUNOUIE PUE 3443 tauIeITY SIISSY Jo uoyenjup JWOdUJ pue s}assY
334 J1 AJUO 2§
{papaau ji Ajuo a5py) *4 SapBYD J8UL0D)
1 N
[— Panu[uod v IINAIHOS 2weN s Enpiapy; Sunsode

3003 WRLLEIAON J0 33000Y S 1}

PEST U U ADS
(o00z/en 5oy) 3248



89

“pIS[) 5 JOUUE?) SUDUIPT 40t

&
S
¥
3
z
i
0071 QB3] PRULIORAE GOIALSS U PAIe(ofeD
S8IL SILIS BMOIIOH YHUIS P S0 30(] aseys diyssounred 39 unoooe endes o wstised wns dwing sAi0aI |t ‘uawaauy diysisuised of weasimg | ojduteny
wa o WLy 10 JUSWI9Y RUY 70 SIo] DU SFIETS.
x XY
SPABA] (£} H(SIUSWARA SOURIIADS BUIPTIUL) JAAO[WID JOULIQY € A JuUsWAR]
SHJSUDQ 10 SIUAWSFURIIR 253G} JO AUe 10] SUONE[0BRU JO UOHPNUNUGD {2) {UOHESUAUWIOD Paziajep “F[0b "F'3) ueld J3uaq Sa40fdw|
Furpodal oy BurpieBos suononasuy 23§ “uatufojdwia amng (1) pue f3oUISAR Jo ue 1 uoy nsed <10} 0 Se 1n0k uoday
Buei1y .10 5} 18y :1131ed
“areuidodde se ‘$51103a120 JPUT 1Y 1910 oy} YIBtil ‘UaIP(KYD JUDPUSASP S0 ASNOAS BYYY (1M
233y 241 3o e wnof 2 30 131y 341 J0 Ve St AQe} 21 3 “WaIp{iy Juapuadap 30 asnods saaty o 30 Tew A1310s S Apgel; o) g1 A[uo saydde Kio8aie0 SINL o
g
¥
€
Z
'
X PR DR N - KT T D 5100 RIoSeT05] 51 UOTRAISE M 1S [ LL1 ‘Sau0f uqo] -
) Sl Sntete St St St e I A ST g 1661 Qym.&é&%@ﬂ&.ﬂ?ﬂsm_..I.I.I.I.um..me e et B
A F I LR R A R A R A T I EEA ATaET yo ok UIEN) SIOHpaL
MMmmu§sw.m.mmmmmmWﬂ.mcs.o . 11qe o adhy 1 {5531ppy pue atisN) SI0HpaL)
eileslg ElEE B iR slcslaela Ela gl W | am Lo
g |28z 8888 BT TP I M Y R e ] S9m0332 S84z FWADASY 1of SUORONDSH) 395 1104 O SHPHLION T APRIIXY "POLISH FULIOdeI 3 FULNP
< - BN RO “SBORDILUSUT UL PILST] S2ANE[T UILLIAD 0F POMO Sapfiqel] Pamo nowe 15a4S1y syl ¥O2Yy BIIPINI wapuadap 59
puw tade 10 sy y £q *asnods oA noA AQ pouad Funiodal a4 Surmp s AuF)
(%) 9nqrA 10 smoury jo Lxofsre) : I !
OUON PRINIDS SULOY 1IN0 PINUDI 1 1] SSO{UR SOUAPISII feuosIAd 12 JONP3LD 2u0 Uk 0} PAMO HNGD(§ 2940 SaIQel] Lodoy
SIHRIGRLT ] 3ed
U m—..— QM—EUW “4 SSIIBYD IBUUOD)

sy 3t

SOTiR WARIEA0D) 1O 20§}
PEOT MR WAD Y
1D00Z/E0 ") 1T 4§



90

“P3S{] 98 10UNE?) SUORIPT 1013¢

9

3

OOIITSHE) ATSISA i DOROSaU03 1 SSOTAsS o5

ERNNE ) u.s,,.sh_..&.keﬁ_mﬁ:wﬂvﬁmmm PLTEIETTICE B

i Eone

; ST
SO 10 HONALIISaC] JoIH

(SO piid Suby) 33905,

X3 suon

S1EPIPUED [BHUSPISSI JO

“JUeqUINOUY LB 858 NOK )i
wed sy 819{dwiod 10u o¢

A0HI05 €SB TUSULLACE) 'S'[) A1 1i0dal 10U PR ROK "000'SS tvy: alous Jo
JUSUIARG 10 30} & BUNBIFUDH SORIALSS L) PAPIAOIG AJ198IIP NOK UBYM HOEZIUEHIO
1yoi0-uou 100 Aue 10 ‘astidieiss $souISHY fau10 J0 drysioupted Uiy ‘uoneiodios

931108 AN Aq pied 000°SS JO $s90X uy uonesusdaro)) :f 3aed|

Aue 30 533W0ISND P $IU3H[2 J0 SIuIeU S SPMBUL Sty “popsad Tusodas sy
30 183K 310 AU Funnp noA Aq Aoasp paptacid S391AIS 0 ol 2 $SaUISTQf
o4 Jonok £q paateval uonestediiod 000°SS Uy 9I0W J0 $33110s Hodoy|

s

s

v

€

:

.

] T R TIES m = ee  mm m m 2 E ROUIC] S 3 SS00T S0
N TR TN RO S e e ]
OO T GOTHIEI0 10 SAT (e, piis stuany) Gomeaeeag

0 o

‘2AMEN ATRI0UOY UB JO AJ3JOS 3S0Y} PUT SIIUS (EDNT}0A O "[EWINeY] (1008
“SROYBI[O1 AN SUONISOQ SPNIIXTY UOHIISI RUIEINDI 10 UOTRZIUTZO JjOIG-U0U
fu 10 aspcdioqua SSIUISIG 2910 10 “AIYSISLIRA UL ‘WONEBIOWOD KT JO Jl|ISI0D

O *33A01GILY “PANEIUASIINII “JOJRLIAOIG “I3ULIEA [BIAUDT "I *10}92:1D)
331350 U JO 950} 03 PAIUA JOU S5 JNq APRIDUL SLORISOF ‘IO 10 Pa)EsUaA0o}
IPYIRYM “potaad Furodas sjqratidde o Funp piay suolIsod Aug uoday

IUSWIAA0L) *§'() PISINQ PIPH SUODISOg 1] 1B ]

Jaguiny 250

4 IINAAHIS

*d $8URYD IBULOD)
2uizy Sjenpiatpu Hutaday

"SI A0 JO 03530 G 1
YEOTH W I §
(00021€0 A} 942 45



QUESTIONS AND ANSWERS

APRIL 6, 2005

(91)



92

RESPONSE TO QUESTIONS SUBMITTED TO DEPUTY SECRETARY
DESIGNATE CHARLES F. CONNER BY SENATOR MAX BAUCUS

1. Tam very concerned the way the USDA handled the rulemaking process in regards to
cattle and beef trade with Canada. There was a lack of transparency and producer input
in the rulemaking process. There was also gross miscommunication within the
department that allowed banned items to enter the United States without public notice.
What do you plan to do to improve transparency, increase producer input, and improve
communication within USDA?

Response: [ believe that transparency is key to ensuring public confidence. I will help to
ensure that this transparency and effective communication with our stakeholders
continues in the years ahead. The BSE minimal-risk rule was published in the Federal
Register on 2 separate occasions, both for 60-day comment periods, thus allowing ample
time for producers and other interested parties to review and comment.

Secretary Johanns has also stated, and I agree, that a valuable lesson was learned when it
was revealed that some processed meat products not specifically announced by USDA as
enterable had indeed been shipped to the United States from Canada. While properly
employing risk mitigation measures for animal and public health, APHIS should have
alerted the public and USDA officials to the further expansion of permitted products.
APHIS should have made clear the processing safeguards employed in Canada to negate
the risk of cross-contamination. Nevertheless, USDA acted immediately to clarify the
protocols by which these determinations are made and publicized, and I will do my part
to continue to focus efforts on transparency and effective communication.

2. T'was pleased to hear last week that Japan's Food and Safety Commission announced
that it is safe to change Japan's domestic testing requirements for BSE. This is a positive
sign that Japan is following sound science in its process to allow U.S. beef to re-enter its
borders. As Deputy-Secretary how do you plan to engage Japan and push it and other
Asian countries to lift their bans on U.S. beef?

Response: The Bush Administration has been engaged with the Government of Japan
(GOJ) at the technical and political level since it banned U.S. beef in December 2003.
The decision made by the Food Safety Commission was a step in the right direction;
however, we are not pleased with how long Japan is taking to lift its import ban. It is
time for Japan to take political action and complete its regulatory process to change its
BSE cattle testing requirements and other procedures, which will allow U.S. exporters to
sell beef and variety meats from animals less than 21 months of age.

With regards to other markets, I am pleased to report that Taiwan has opened its border
and trade is expected to resume as of April 16, 2005. In Hong Kong, USDA continues to
work with government officials and are waiting for a formal response to the latest
proposal. In Korea, technical discussions are scheduled for late April to address specific
questions and concerns identified by the Korean government. In other markets, USDA
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continues to address questions and concerns about BSE and U.S. measures to ensure beef
safety.

If confirmed as Deputy Secretary, I will work closely with the Secretary and others in the
Bush Administration to make further progress in opening Asian markets to U.S. beef.

3. In talking to farmers and ranchers across Montana and, most recently last week while T
was in Miles City at a livestock auction, I have heard a great number of concerns
pertaining to the implementation, or lack thereof from their perspective, of the
agricultural disaster assistance program that President Bush signed on October 13, 2004,

It is now April 6, 25 days after sign-up was supposed to begin and a great number of
Montana producers are having significant difficulty in sign-up for these programs.

Producers have financial obligations to meet and are making financial decisions for the
upcoming year. It is critical that these “glitches” in implementation be worked through
immediately so producers may begin to get this much deserved and long-overdue
assistance.

‘When may Montana producers expect to sign-up and receive payments?

Response: The Montana Farm Service Agency county offices began taking applications
for the Crop Disaster Program (CDP), Livestock Assistance Program (LAP), and the
American Indian Livestock Feed Program (AILFP) on March 14, 2005, as announced.
Payments for CDP began on March 29, 2005, and, as of April 11, 2005, nearly $858,746
has been paid to Montana farmers. LAP application software was delivered to county
offices on April 7 and payments will begin as soon as possible.

4. The Senate budget resolution calls for a reduction in mandatory agricultural programs
of $5.4 billion over 5 years. The budget resolution put $2.8 billion of those savings on
the fast track through reconeiliation instructions.

1 was one of the farm bill negotiators and a supporter of that legislation. I disagree with
some of the provisions within the law. But the 2002 farm bill represented a delicate
balance among diverse interests.

The President’s Budget assumes a reduction in the agricultural budget. What programs is
the Administration proposing to reduce funding for and why? Why do you believe
agriculture should shoulder more than 16% of the reconciliation cuts in the Senate budget
resolution at this time? How do you anticipate these cuts will impact future agricultural
WTO and trade negotiations?

Response: The President’s budget includes proposals to reduce farm program payments
across the board by 5 percent, base marketing loan benefits on historical production,
tighten payment limits, and reinstitute a small sugar marketing assessment. It would also
extend the Milk Income Loss Contract program for 2 years. These proposals are
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necessary as part of a government wide effort to reduce the size of the Federal deficit.
The proposals are equitably shared across the agricultural sector and achieve savings on
the order of between 3 and 5 percent over 10 years from the Administration’s budget
baseline. Since these proposals are designed to work within the existing structure of the
2002 Farm Bill merely to achieve savings for deficit reduction and not to renegotiate the
types of support we are providing farmers, I do not expect the proposals to have any
effect on ongoing trade negotiations. In fact, the President’s budget proposals
demonstrate to other WTO members that we are fully committed to an ambitious
outcome for the Doha negotiations, including reforms in domestic support and protection,
provided the rest of the world agrees to move forward as well.
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RESPONSE TO QUESTIONS SUBMITTED TO DEPUTY SECRETARY
DESIGNATE CHARLES F. CONNER BY SENATOR MIKE CRAPO

1. Section 6021 of the 2002 Farm Bill creates the National Rural Development
Coordinating Council (NRDCC) to "review and comment on policies, regulations, and
proposed legislation that affect or would affect rural areas . . . . [and] develop and
facilitate strategies to reduce or eliminate administrative and regulatory impediments.” If
confirmed and if you intend to consolidate interdepartmental policy coordination in the
Deputy Secretary's office, would you consider using the NRDCC in lieu of creating a
new and separate policy review organization?

Response: Thank you for your question. Let me first say that you raise an interesting
idea that may be incorporated into the mission of the NRDCC. USDA is still working
out a proposal for the NRDCC’s functions and operational plans. The interplay between
the NRDCC and the various Federal partners has yet to be determined. At this time, I
understand the Federal nominations are being finalized and, if confirmed, I will request a
briefing from Rural Development in the near future.
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RESPONSE TO QUESTIONS SUBMITTED TO DEPUTY SECRETARY
DESIGNATE CHARLES F. CONNER BY SENATOR TOM HARKIN

1. The fundamental purpose of the Federal Crop Insurance Program is to provide crop
insurance to all eligible farmers in the United States regardless of size or region, yet by
all accounts a logical approach for any company offering a Premium Reduced Policy or
PRP would be to “cherry-pick” the largest, and most Jucrative accounts. I understand that
the Risk Management Agency is seeking to address the issue of discriminatory practices
through the PRP rulemaking process, but in the proposed rule published in the Federal
Register, RMA did not present an actual enforcement mechanism that the Office of
Compliance could use to combat discrimination against small, minority, or limited
resource farmers. It’s easy for RMA to admonish all forms of discrimination, but
actually policing it is completely different.

Please describe how RMA intends to enforce a prohibition on discrimination through the
PRP, especially if half the crop insurance companies offer a PRP in 2006.

Response: The Standard Reinsurance Agreement (SRA) between RMA and approved
insurance companies precludes companies from exclusively targeting larger farmers or
refusing to offer insurance to an eligible producer based on loss history or farm size.
Each company must offer and market approved insurance plans to all eligible farm
operators within a state in which the company operates. These provisions also govern
companies that have been approved to offer premium reduction plans. RMA is fully
committed to taking action if it has evidence, through its regular company reviews or
through other means, that a company is not offering or marketing any Federal crop
insurance plan, including an approved reduction in premiums, to smaller producers or is
exclusively targeting larger producers with premium reductions.

The proposed rule requires companies seeking approval for premium reduction plans to
provide a detailed marketing plan for reaching small and limited resource farmers. If the
marketing plan is inadequate, or companies do not comply with the plan, RMA will
disapprove the premium reductior: application or withdraw approval from previously
approved premium reduction plans. If non-compliance with the marketing plan also
constitutes a violation of the Standard Reinsurance Agreement (SRA) penalties to a
company for violating the terms of the SRA are severe, ranging from the denial of
reinsurance by RMA for the insurance policies affected by the violation to suspension or
termination of their participation in the crop insurance program. Thus, the proposed rule
would provide a tool that would aid RMA in enforcing the SRA provisions on unfair
discrimination for companies approved to offer premium reductions.

2. In 1999, the U.S. government and a class of African-American farmers entered into a
consent decree that settled an ongoing class action lawsuit alleging that USDA had
systemically discriminated against black farmers in providing access to USDA programs
and benefits.
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Though the settlement was hailed at the time as a historic moment in US civil rights,
since that time there have been numerous complaints about many aspects of the
settlement, both the content of the consent decree itself as well as its implementation.

A key issue concerns the fact that after the original filing deadline had passed nearly
70,000 additional individuals filed for entry into the class, the vast majority of whom
were subsequently denied. As a result, many people have suggested that steps should be
taken to allow late-filers who were originally denied entry into the class the opportunity
to gain entry into the class. It is very doubtful that so many farmers would consciously
fail to file a claim if they really knew that they were required to do so earlier.

The easiest route to fixing the consent decree would simply be for the black farmers and
for the U.S. government both to agree to re-open the consent decree and to ask the court
to approve any changes to which they both agree.

What is your view on reopening the Consent Decree to enable late-filers who are
legitimate members of the class entry into the settlement and the opportunity to seek
compensation under it?

Response: First, let me state that there is no principle more important than complying
with every aspect of our nation's civil rights laws. Ihave always been committed to
establishing a discrimination-free workplace for all employees and delivering programs
and services fairly to all the people we serve. If confirmed, that would be one of the
hallmarks of my tenure at USDA.

The Pigford Consent Decree was a landmark government settlement and certainly there is
a valid public interest to ensure that all aspects of the settlement have been appropriately
implemented. If confirmed, I will insure that USDA continues to fully comply with the
court’s direction in implementing this agreement and I intend to pursue policies that
promote our civil rights commitments. However, determinations about revisiting the
Consent Decree are beyond the sole authority of USDA, as they are matters still in
litigation that rest with the Department of Justice, the Courts and Congress.

3. Do you think that it is necessary to find a solution to the issue of the many people who
have lost the opportunity to establish their right to compensation through the consent
decree settlement?

Response: It is a priority of the Administration that all farmers are treated equitably and
fairly, and I look forward to working with Congress on resolving any issues facing our
minority farmers.

4. Minority farmers nationwide feel they have endured decades of discriminatory
treatment by local Farmers Home Administration ("FimHA") and Farm Service Agency
("FSA") offices. Despite repeated efforts by USDA to address such discrimination, most
minority farmers continue to assert that in fact it continues.
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What will you do to eliminate the discrimination that unfortunately persists despite
previous efforts? Is there legislation this Committee should consider that would help you
to address these issues?

Response: One of the first meetings Secretary Johanns had after his nomination was
announced was with the Assistant Secretary for Civil Rights to learn of efforts in this
Administration to eliminate any vestiges of past discrimination in any of the USDA’s
programs or services. The Bush Administration has welcomed the participation of all
stakeholders who have recommendations on how USDA can enhance its civil rights
performance and I look forward to continuing that commitment.

These efforts have been focused on finding innovative ways to help small or
disadvantaged farmers by increasing access and participation in USDA programs and
services.

5. In addition, many farmers who have taken steps to file discrimination complaints or
who have chosen to pursue legal action against the Department of Agriculture feel that
discrimination continues unabated. Many feel that they face further retaliation at the
hands of local officials precisely because they have filed complaints.

How do you plan on approaching and solving this ongoing problem of retaliation against
minority farmers who have filed discrimination complaints?

Response: In addition to the response to question #4 above, discrimination of any kind
will not be tolerated or permitted at USDA should I be confirmed. The Office of the
Assistant Secretary for Civil Rights has been empowered to hold USDA accountable for
adhering to all of its civil rights commitments and I will support the initiatives outlined
by President Bush to strengthen civil rights enforcement and improve the tracking and
analysis of civil rights complaints. I will encourage individuals who believe that USDA
has discriminated against them to bring their complaints to the attention of their agency’s
and USDA’s Office of Civil Rights so that the complaint can be investigated. USDA is
committed to addressing all discrimination complaints in a timely and professional
manner.

6. The Food Stamp Program error rate has declined by approximately 33 percent in the
last five years alone and is now at its Jowest point ever. In 2003, only four percent of
food stamp benefits represented either overpayments to eligible households or payments
to ineligible households. This is an impressive achievement for a program that is
administered by thousands of eligibility workers in state and local offices across the
country. By comparison, the Internal Revenue Service recently released a report that
finds that taxpayers underpay their taxes by about 15 percent — or about three times the
food stamp overpayment rate. This amounted to between $312 billion and $353 billion
for the 2001 tax year.
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1 understand that when new USDA releases the Food Stamp Program quality control data
for 2004 in June, that you are expecting another major improvement in the Food Stamp
Program error rate.

Do you agree that there has been tremendous improvement in program integrity in the
Food Stamp Program? Do you expect the quality control numbers for fiscal year 2004
will show continued improvement in the food stamp error rate?

Response: I agree that there has been tremendous improvement in program integrity in
the Food Stamp Program (FSP) over the last several years. While the error rates are
currently at an all time low, whether this trend continues remains to be seen. USDA has
been working and will continue to work diligently with our State partners to contipue this
trend. However, the QC provisions of the Farm Bill of 2002 (Public Law 107-171)
greatly diminished the sanction and incentive system for State agencies to maintain a
high degree of payment accuracy.

For example, while the payment error rate is at an all time low one State is approaching
its second consecutive year of an error rate greater than 10 percent. This State was not
sanctioned for FY 2003 (since it was the first year under the new Farm Bill provisions)
and we are currently predicting that this State’s sanction for FY 2004 will be nearly 90
percent less than it would have be under the pre-Farm Bill formula. We hope to work
with you to ensure the Food Stamp Program is well managed. We are optimistic that we
can continue to progress in this area.

7. The President’s budget for fiscal year 2006 has proposed changes to the Food Stamp
Program that would cut approximately $600 million over 5 years, but others are
suggesting much higher cuts to the Food Stamp Program, asserting large savings can be
obtained from cutting fraud, waste and abuse in the Food Stamp Program.

Given this Administration’s past work with this Committee to target fraud, waste, and
abuse in the Food Stamp Program and our success in improving payment accuracy in the
Food Stamp Program, can I safely assume based upon the President’s budget for fiscal
year 2006 that the Administration does not believe that there are policies that could yield
any substantial savings by targeting fraud, waste, and abuse in the Food Stamp Program
as suggested by some?

Response: The President’s budget supports our continuing efforts toward reducing
fraud, waste and abuse in the program. It also supports $33 billion in Food Stamp
Program FSP benefits for 29.1 million persons each month. This substantial budgetary
commitment reflects our belief that the program supports better nutrition and health, and
assists the movement from welfare to work through an increase in participation of
eligible persons. We also plan to continue to improve program integrity,

The Administration believes that, working with the Congress we can further reduce food
stamp integrity problems. One option would be to strengthen the sanctions and incentive



100

system. We are committed to this program and will work with you to make further
progress.

8. The Natural Resources Conservation Service (NRCS) eliminated six regional offices,
which were headed by career managers and replaced those regional managers with three
political appointees in Washington. NRCS has also modified professional qualifications
for state conservationists and other natural resource conservation scientists.

What was your role in the elimination of Natural Resources Conservation Service
regional offices?

Response: The Natural Resources Conservation Service Reorganization to which your
question refers to took place during calendar year 2004. This reorganization streamlined
the Agency to better meet the growing customer demands and improve delivery of
services.

While my role was not to develop or implement the reorganization, I was generally aware
of the changes that were proposed and the goals of the reorganization and certainly
support all efforts to improve efficiency and reduce costs.

9. What do you intend to do to assure the independence and professional qualifications
of the NRCS career scientists and technical staffers?

Response: If confirmed as Deputy Secretary, I will encourage NRCS to continue to
strengthen and nurture its career-based technical knowledge and expertise. 1 would also
emphasize local conservation decision making and relying upon sound science to guide
our advice and actions.

The new National Technology Support Centers, created by the recent NRCS
reorganization, will be structured to be on the cutting edge of scientific developments in
natural resource conservation. These Centers will provide the kind of technology transfer
and development of guidance to the field that will greatly enhance the agencies technical
capacity.
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RESPONSE TO QUESTIONS SUBMITTED TO DEPUTY SECRETARY
DESIGNATE CHARLES F. CONNER BY SENATOR PAT ROBERTS

1. In 2000, I worked with many members of this Committee to lead efforts for significant
reforms in the crop insurance program. The federal crop insurance program is an essential
part of our risk management efforts in Kansas. This program has taken a significant
reduction in funding through the most recent Standard Reinsurance Agreement (SRA).
As you know, the Administration’s budget proposal requested additional cuts to this
program. I do not believe the program is sustainable under this scenario. What will you
do to ensure that this remains a viable risk management program for farmers throughout
the country?

Response: The Administration closely shares your vision and passion for improving risk
management tools for farmers and ranchers. Key changes in the new SRA, effective for
the 2005 crop year, included a lowering of the Administrative and Operating (A&O)
expense reimbursement, which will be implemented over the 2005 and 2006 reinsurance
years. RMA has also tightened the monitoring of SRA holders with respect to financial
solvency and is strengthening ties with state regulators and the National Association of
Insurance Commissioners.

The FY 2006 budget proposal is estimated to realize $140 million in savings to the crop
insurance program annually beginning in 2007. Some aspects of the proposal are
designed to encourage greater self-reliance through increased buy-up of crop insurance or
fee and rate adjustments to better reflect the risk that CAT coverage brings to the
program. The increased self-reliance encouraged by this proposal and the linkage of the
availability of crop insurance to farm program payments are intended to enhance the
operating efficiency of the program, reduce the economic need for ad-hoc disaster
payments and, of course, address the broader need to reduce the federal deficit. T will
continue to evaluate the viability of the crop insurance program as these proposals are
implemented and will seek additional opportunities to lower the companies’ cost of
delivering and administering the program.

2. As a member of both this Committee and the Senate Intelligence Committee, I have
lead efforts to increase communication and the sharing of information between USDA
and our intelligence agencies in regard to food and agriculture security. The threat on this
front is real, and we must continue to move forward on these efforts. What do you believe
your role as Deputy Secretary should be in continuing to move forward and increase our
security in this area? Will you also be sure to communicate to the Committee any
additional tools or resources that you believe are necessary to adequately address this
threat?

Response: If confirmed as Deputy Secretary, I will work closely with USDA’s
Homeland Security Director to make sure we continue to implement Presidential
Directive on Homeland Security-9 and remain at the forefront of carrying out the
President’s highest priority of protecting our homeland. USDA has undertaken a top-to-
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bottom review to see how best to respond to the threats we now face and I will continue
to keep the Committee informed of our progress in this endeavor and if we feel additional
resources are needed.

3. The WTO Doha round negotiations continue, with an important meeting scheduled in
Hong Kong later this year. What will you do as Deputy Secretary to ensure U.S.
producers and food aid programs are not asked to give more than they are getting in these
discussions? Will you also work to prevent the exemption of individual commodities at
the expense of other commodities in these agreements?

Response: The Bush Administration’s primary goal here is to protect and improve the
competitiveness and marketability of U.S. agricultural products in the global
marketplace. To do this, we must expand market access, eliminate export subsidies, and
substantially reduce trade distorting domestic support — all in a manner that reduces
disparities between countries. Progress must be achieved in all areas by all Members to
reach a successful conclusion of the negotiations. The July 2004 framework calls for
deeper cuts in higher tariffs; elimination of export subsidies; and harmonization and
reduction of trade-distorting domestic support. I believe this framework moves us down
the road to a more fair and market-oriented agricultural trading environment, which will
benefit U.S. farmers and greatly expand opportunities to grow overseas markets. The
ability of the United States to preserve and maintain vital food aid programs will not be
compromised.
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RESPONSE TO QUESTIONS SUBMITTED TO DEPUTY SECRETARY
DESIGNATE CHARLES F. CONNER BY SENATOR KEN SALAZAR

Mr. Conner, as I know you are well aware, across rural America ~ in Colorado and in
Indiana — Main Streets are being boarded up.

In 2002, Congress passed a farm bill that promised a level of protection for producers as
well as investment in rural development initiatives and small business investment
programs. Despite significant savings in farm bill spending, the Administration has
proposed severe cuts to programs — programs that are committed to promote investment
in rural communities like the ones in which you and I were raised.

1A. As the President’s top agricultural advisor, what was your role in putting together
the proposed budget for agriculture?

Response: The responsibility for putting together the President’s budget rests with the
Office of Management and Budget. As an advisor to the President, my role was to
review, discuss, and voice an opinion about a wide range of possible proposals that were
being considered. My voice was one of many that were considered in developing the
2006 budget. The final proposals were hammered out through a deliberative OMB
process. The proposals that emerged from this process were supported by those involved
and they were recommended for inclusion in the budget.

1B. Since the proposed budget includes such extreme across the board cuts, where do
you believe these cuts should come from — which programs?

Response: The President’s 2006 budget specifically identifies where the proposed
program reductions would be taken. Concerning the across the board reductions you
mentioned, I assume you are referring to the farm programs. In this regard, the 2006
budget proposes a 5 percent across the board reduction in all direct payments, including
for example, direct and countercyclical payments and marketing assistance loan benefits.
These types of across the board reductions in farm program benefits are not new ideas
and have been proposed and enacted in the past. They are easy to administer and are
equitably spread across the agriculture sector.

IC. In your new capacity, what are the first three things that you plan to do to increase
investment on Main Street?

Response: 1t is difficult to narrow Rural Development’s influence in the area of Main
Street revitalization down to three programs or priorities. However, the President’s 2006
proposes to increase the Business and Industry Guaranteed Loan Program by over 50
percent, increase total program dollars available for single family housing, double the
program dollars for guaranteed multi-family housing as well provide tenant protection
funds, all of which will act as additional cash infusion for rural communities and increase
the local property tax base. At the same time USDA plans to continue stimulating
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growth of America’s small towns with a variety grants and loans directed at housing and
community facilities, including rural hospitals; small businesses; telecommunication and
broadband companies; and renewable energy developers and businesses--all of which
will increase local commerce and supply the infrastructure that lays the foundation for
future growth.

2. Mr. Conner, regarding the Canadian border situation. As you know, I was supportive
of the Senate resolution to disapprove of USDA’s rule to reopen the U.S. border to
Canadian cattle. However, I have continually said that I would like to see the border
reopened should USDA take several steps in their proposed rule in an effort to ensure the
safety of our domestic livestock herd. In fact, on March 10, I wrote to Secretary Johanns
and outlined my continued concerns.

Unfortunately, I have not heard back from Secretary Johanns and, therefore, my concerns
continue. In your new role, I urge you to work with Secretary Johanns to fully address
the continued concerns, of my colleagues and me, regarding this very important issue.

Response: I understand that a response to your letter is currently under final review. You
should receive it shortly. Both Secretary Johanns and [ appreciate your concerns, and, if
confirmed, I look forward to working closely with him and other USDA officials to
continue addressing the issues you raise.

3. Mir. Conner, you spoke about the need to keep a competitive advantage around the
globe for U.S. farmers and ranchers, and I completely agree with you. As you know, the
Foreign Agriculture Service and, specifically the popular Market Access Program (MAP)
have suffered from budget cuts. What do you plan to do to help promote agriculture
exports as well as important agencies and offices here and in our embassies abroad?

Response: One of the Foreign Agricultural Service's most distinct assets continues to be
its overseas presence. Our overseas staff provides invaluable service through their in-
depth knowledge of the country, its government, market potential for our products, and
competition. As government officials, we have the unique capability to gain access to
foreign officials on behalf of American agriculture,

FAS will continue to be USDA’s lead agency for agricultural trade negotiations. If
confirmed, I expect to work with them as they focus on non-tariff trade barriers and
continue to monitor other countries’ compliance with international agreements. To build
on our market intelligence and development strengths, we will position our resources
strategically to support U.S. trade interests. Our trade capacity building activities will be
targeted not only to facilitate trade and economic development, but also to promote
agricultural and food security worldwide.

Finally, in keeping with the President’s Management Agenda, we will assess our
activities, both overseas and at headquarters, to determine which are inherently
governmental and provide the maximum value to our customers.
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4. Mr. Conner, [ have noticed that in several of the speeches you have submitted you
remind your audience of a phrase from President Bush, “everyday is Earth Day on
American farms and ranches.” Icompletely agree with this statement, in fact, I believe
that farmers and ranchers are some of the greatest stewards of the land. Therefore, I am
very concerned with some of the Administration’s proposed cuts to conservation and
rural development programs that are essential to promote good land use practices. How
do you plan to ensure that farmers and ranchers continue to have the tools they need to
meet environmental challenges and promote good land practices?

Response: If confirmed as Deputy Secretary of Agriculture, I will continue to place a
strong emphasis on maintaining spending levels for resource conservation programs of
the Department. I wholly support the Administration’s recent efforts to implement the
largest conservation program in history, providing about $17 billion in new conservation
funding over the 10-year period of 2002-2011. I also support the President’s 2006
budget, which includes more than $3.8 billion in funding for financial assistance and
other direct payments to farmers for Farm Bill conservation programs, a small increase
over the 2005 level.

On the whole, I believe we are on the right track in terms of placing appropriate resources
where they can best serve producers and enhance the environment. Certainly upon
assuming my position I would assess the overall balances of our funding requests and
weigh options for future budgeting decisions.
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RESPONSE TO QUESTIONS SUBMITTED TO DEPUTY SECRETARY
DESIGNATE CHARLES F. CONNER BY SENATOR JIM TALENT

1. In your current capacity at the White House, you were very involved in working to
reopen the Japanese and other markets for U.S. beef. Given your knowledge about what
we have done to date, what should we be doing now to reopen and regain these vital
markets?

Response: It is time for Japan to take action and complete its regulatory process to
change its BSE cattle testing requirements and other procedures, which will allow U.S.
exporters to sell beef and variety meats from animals less than 21 months of age. As you
know, the President is well aware of this issue and is regularly briefed on its status. On
September 21, 2004, President Bush raised the issue with the Prime Minister of Japan,
and they both agreed that they wanted the issue to be quickly resolved. USDA has been
working with agencies throughout the U.S. Government to make the opening of export
markets for U.S. beef a priority. The Administration has to apply political pressure at all
levels to assist in this process, and we will continue to make this a top priority in all of
our bilateral discussions.

As Deputy Secretary, I will continue to work with others in the Administration to press
Japan to reopen the market to U.S. beef.

2. Is progress still being made?

Response: We were encouraged by the recent report by the Food Safety Commission
recommending that BSE testing for animals under 21 months of age was unnecessary.
However, progress has been much slower than what had been anticipated under the
October framework agreement. In Korea, the Korean government has provided USDA
with specific technical questions that will be answered during technical discussion
scheduled for later this month in Seoul. While our Asian markets represent the major
portion of the markets still closed, overall we have recaptured approximately 60 percent
of our total ruminant and ruminant export markets based on 2003 export values. I will
work closely with the Administration as we continue to make this a top priority in our
bilateral relationships with all countries still closed to U.S. exports.

3. What is the current status of the animal identification program? How far along is the
administration?

Respond: Iunderstand that USDA is currently working on the first phase of
implementation, which entails identifying and registering premises that house animals.
Such premises include locations where livestock and poultry are managed, marketed, or
exhibited. APHIS has provided a Standardized Premises Registration System to States
that requested it. To date, Forty-four States have premises registration abilities that are
operational for the National Animal Identification System and the goal is to have all
States operational for premises registration by mid-year 2005.
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