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NATURAL RESOURCES CONSERVATION SERVICE
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Ms. DELAURO. The committee is called to order.

Thank you. And let me welcome everyone here today. I want to
welcome all of our guests.

Mr. Steele, Mr. Lancaster, Mr. Dondero, very nice to have you
with us today.

Mr. Secretary, I am very pleased to see you. We are finally get-
ting this off the ground. What was it, the 14th of February, that
we had to reschedule?

Mr. REY. Valentine’s Day.

Ms. DELAURO. I am eager to get started, as I am sure you are,
with today’s hearing. But before we do, I want to recognize and
thank the Department and NRCS for their valuable contributions
that you are making to help the Nation’s farmers and ranchers to
protect the land and to enhance the environment.

NRCS is tasked with a huge and important job, to address a host
of natural resource concerns on millions of acres of land across the
country. And the benefits from NRCS’s work are two-fold: not only
help the individual farmer and the rancher, but also enhances the
broader environment that neighboring communities depend on for
their health and their quality of life.

In that context, I am concerned about the administration’s pro-
posals again this year to cut back heavily on conservation efforts
that are so important to rural America. And I am concerned with
the NRCS’s ability to be able to effectively deliver conservation.
This budget’s severe cuts to the agency’s capabilities only increase
those concerns.

o))
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The 2009 budget funds NRCS discretionary programs at $800.7
million. This is about $136 million, or 14.5 percent, less than avail-
able in 2008. The Resource Conservation and Development Pro-
gram, for example, whose goal it is to improve the capability of
local government and nonprofit organizations in rural areas to plan
and implement resource conservation and developments, is tar-
geted for elimination. The move could affect 375 councils currently
serving 85 percent of U.S. counties and more than 77 percent of the
U.S. population. The budget also zeros out funds for the Grazing
Lands Conservation Initiative and the watershed and flood-preven-
tion operations as well.

I am also concerned by the administration’s claims that the
maintenance, repair and operation of the aging dams are a local re-
sponsibility, as justification for its move to cut watershed rehabili-
tation by 70 percent from 2008 to $6 million. You only have to trav-
el throughout the agricultural areas in my own region in New Eng-
land to understand what watershed work done by NRCS means. I
think the American people, no matter where they live, have good
reason to be concerned about what this budget may mean for the
water resources that are so critical to their own effective agricul-
tural practices.

By requiring States and local authorities to suddenly take up
these conservation responsibilities at the same time that Federal
assistance is decreasing, the administration seems to be saying
that if our rural communities want to continue thriving, then it
will be up to them to put up the funds. Considering the very real
and complex hardships that rural America faces today, I have to
wonder about the logic behind that thinking. I have to wonder
whether the NRCS budget undermines the conservation priorities
this administration has outlined in the new farm bill.

We have an obligation to our citizens and their communities to
do better. The stewardship of our lands affects us all every day and
will affect our children for years to come. The smart decisions that
we make today will pay dividends well into the future.

Under Secretary Rey, your team, I thank you for being here
today. I look forward to your testimony and to hearing your an-
swers to these questions and others from the subcommittee this
morning, and understanding that knowing that we do want to work
with you to confront the challenges of the agency in the weeks and
months and the years ahead. Thank you very, very much.

Mr. Kingston isn’t here. Mrs. Emerson.

Mr. Alexander was first?

Mr. Alexander, do you have an opening statement?

Thank you. Thank you for being here.

Let me ask you then, Under Secretary Rey, if you would begin
your testimony.

And you all understand that the testimony is part of the record,
so I will ask you to summarize in any way that you choose. Thank
you.

MR. REY’S OPENING STATEMENT

Mr. REY. Thank you. I am pleased to begin, and I will summa-
rize. And let me thank you for your ongoing support and that of
the Subcommittee of voluntary conservation of working lands,
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which enables American farmers and ranchers to achieve abundant
agricultural production while simultaneously protecting our Na-
tion’s valuable natural resources.

At the end of fiscal year 2007, over 208 million acres across the
Nation were enrolled in one or the other of USDA’s conservation
programs. That is an area of land larger than the entire National
Forest System, which is the other agency that I am involved with.
Nearly 150 million acres were under contract through the Environ-
mental Quality Incentives Program, and almost 37 million acres
were enrolled in the Conservation Reserve Program.

You will see proposals in the President’s fiscal year 2009 budget
request for NRCS to produce savings in both mandatory and discre-
tionary accounts. These savings will ensure the agency can con-
tinue to fulfill its critical mission of helping people help the land
through the provision of conservation technical and planning as-
sistance, as well as the delivery of farm bill programs.

For the complete picture concerning our proposals, the Presi-
dent’s budget should be viewed in concert with the administration’s
2007 farm bill proposal, which seeks to add $775 million to farm
bill conservation programs in fiscal year 2009. As a result, the fis-
cal year 2009 budget request for NRCS provides over $3.4 billion
in total funding. Of this total, $800.7 million is in discretionary
funds and $2.6 billion is in mandatory funds, including $1.05 bil-
lion for the Environmental Quality Incentives Program.

The President’s fiscal year 2009 budget also proposes $181.5 mil-
lion for the Wetlands Reserve Program, which is the principal vehi-
cle for the President’s wetlands initiative. The fiscal year 2009 pro-
gram funding level and number of acres to be enrolled will be es-
tablished in the new farm bill. A new farm bill is critical to raising
acreage caps on the Wetlands Reserve Program and, for that mat-
ter, the Grasslands Reserve Program, as well as funding other con-
servation programs. A simple extension of the 2002 farm bill will
accomplish none of those objectives and will leave roughly $5 bil-
lion in conservation spending on the table.

Conservation Operations is the agency’s core discretionary pro-
gram and the foundation for the Department’s conservation efforts
with State and local partners. Conservation Operations, such as
planning and technical assistance and soil and snow surveying,
provide the support needed to successfully implement related farm
bill programs.

We are requesting a funding level of $794.8 million for the Con-
servation Operations program in fiscal year 2009. The administra-
tion’s farm bill proposal also recommended increasing mandatory
conservation funding by $7.8 billion over the 10-year baseline, a
significant and needed investment in natural resources conserva-
tion and management.

We also proposed streamlining and consolidating certain pro-
grams to make them more efficient and effective as well as easier
for our customers to use. We remain committed to working with
Congress on the enactment of the new farm bill in the very near
future.

The Nation can be confident in increasing its investment in
working lands conservation because of NRCS’s great strides in im-
proving its accountability and performance measures. The agency



4

is maximizing technology to enhance transparency in its reporting
systems and to make NRCS program information more accessible
to citizens.

For example, since 2005, we have released four Web-based en-
ergy estimators for tillage, nitrogen fertilizer application, irrigation
and animal housing. Each tool estimates energy savings realized
under various management scenarios relevant to the producer’s op-
eration, management choice and location. To date, the energy
awareness Web site has received over 3 million hits in a little over
a year and a half.

In fiscal year 2007, NRCS completed a prototype for the nitrogen
training tool and will be validating the model on various water
quality and trading projects in Maryland and Ohio. The nitrogen
trading tool is a Web-based model that measures the changes in ni-
trogen losses based on changed management practices and cal-
culates nitrogen credits available for water quality trading projects.
Producers can use the tool to explore different agronomic scenarios
and the associated nitrogen surpluses they may want to trade in
the marketplace.

But you don’t have to take just my word for it that the NRCS
is working hard to make conservation easier. A recent report from
the Federal Consulting Group indicated that overall satisfaction
with NRCS programs was typically higher than for the Federal
Government sector as a whole. But the results based on American
Customer Satisfaction Index Surveys point to NRCS staff and tech-
nical assistance as strengths the agency should continue to lever-
age in delivering services to its customers.

In closing, I believe the President’s fiscal year 2009 budget re-
quest reflects sound policy and the administration’s confidence in
NRCS’s ability to effectively support land owners and other part-
ners in putting conservation on the ground. In concert with a new
farm bill, it will prepare the agency to meet future challenges while
fulfilling its traditional missions.

That concludes my summary, and I will turn to——

[The information follows:]
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Madam Chairwoman and Members of the Subcommittee, [ am pleased to appear before
you today to present the fiscal year (FY) 2009 budget and program proposals for the
Natural Resources Conservation Service (NRCS) of the Department of Agriculture
(USDA). I am grateful to the Chairwoman and members of this Subcommittee for their

ongoing support of private lands, voluntary conservation and the protection of soil, water,

and other natural resources.

Farmers, ranchers, and other private landowners across America play a vital role in
conserving our Nation’s soil, water, air, and wildlife resources, while producing abundant
food and fiber. Almost 75 years of “helping people help the land” gives NRCS a firm
foundation to meet the challenge of balancing production agriculture with resource

conservation,



6
President’s Fiscal Year 2009 Budget
The President’s FY 2009 budget request for NRCS provides resources for the Agency to
fulfill its ongoing mission, while ensuring that new challengcs faced by landowners can

be addressed.

Because of .the overriding need to réduce the Federal budgét deficit, NRCS, like e\;ery
Federal agency, shares in the responsibility of controlling Federal spending. There are
proposals in the FY 2009 Budget that will produce savings in both mandatory and

discretionary accounts. These savings will enable the Administration to target funding

based on need and program results.

With that said, the President’s FY 2009 budget request for NRCS recognizes the vital
role that natural resource conservation on private lands plays in furthering America’s
conservation efforts. Without productive soil, clean water and air, and farmers and

ranchers who can earn a living off the land, the United States would not be the strong

Nation it is today.

The President’s budget is viewed in concert with the Administration’s Farm Bill
proposal. The proposal would add $775 million to Farm Bill conservation programs. As
a result, the FY 2009 budget request for NRCS provides $3.4 billion in total funding -

$800.7 million in discretionary funding and $2.6 billion in mandatory funding.
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Under existing law, the President’s FY 2009 budget also proposes $181.5 million for
WRP. This will allow an annual enrollment of approximately 100,000 acres and will
bring total cumulative enrollment to the 2002 Farm Bill authorized enrollment cap of
2,275,000 by the end of FY 2009. The FY 2009 program funding level and acres
enrolled will be established in the new Farm Bill. The Administration proposes a total

FY 2009 enrollment of 250,000 acres with our Farm bill proposal.

WREP is the principal USDA program vehicle for the President’s Wetlands Initiative,
which calls for the restoration, protection, and enhancement of 3 million acres of
wetlands over a 5-year period that began in June 2004. WRP contributes roughly one-

third of all the acres toward the goals of the President’s Wetlands Initiative,

Conservation Operations (CO) is the core discretionary program that supports the
Department’s conservation efforts with State and local entities, and provides for the
conservation planning and decision support needed to successfully implement Farm Bill
conservation programs. The FY 2009 budget request for CO proposes a funding level of
$794.8 million, which includes $680.8 million for Conservation Technical Assistance
(CTA), $92.2 million for Soil Surveys, $10.8 million for Snow Surveys, and $10.9

million for the 27 Plant Materials Centers.
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Administration’s Farm Bill Proposals
In January 2007, the Administration released its Farm Bill proposals. A new Farm Bill
has yet to be passed, and so we continue to strongly support our recommendations from a
year ago. We propose to increase mandatory conscrvation funding by $7.8 billion over
the IO-yeﬁr baseline (2008—2017).. This is a significant ar-ld needed investment to~ manage

and conserve our natural resourcces.

A significant feature of our proposals is program streamlining and consolidation. In
response to customer concerns, we want to improve the efficiency of our programs and
decrease complexity for program participants. For example, we propose consolidating
existing cost-share programs, incfuding the Wildlifc Habitat Incentives Program, into a
newly designed Environmental Quality Incentives Program (EQIP) that continues and
expands restoration and enhancement of fish and wildlife habitat as a program purpose.
Within EQIP, we recommend a new Regional Water Enhancement Program to address

water conservation and watcr quality projects at the watershed or irrigation basin level.

We also propose consolidation of our working lands easement programs into one Private
Lands Protection Program (PLPP). This new performance-based program will use a wide
range of tools to achieve water quality and quantity objectives. The PLPP would
eliminate redundancy and overlaps that result in confusion among producers and less

environmental benefit per dollar invested.
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Finally, our proposals would help accelerate the development of private markets for the
trading of ecosystem bcnefits associated with conservation. Our recommendations would
help ensure that environmental goods and services produced by agriculture and forestry
can be used as offsets in regulatory, voluntary partnership and incentive programs
consistent with existing laws and regulations. Additionally, existing programs should be
amended to allow for rﬁarket—based and price discovery mechanisms, éuch as bidding and

reverse auctions.

Building Strong Accountability Measures
In the current budget environment, it is more important than ever to continue working
diligently on improving accountability and result measurcments for the funds provided by
Congress. Madam Chairwoman, I am proud of the great strides NRCS has made in the
past year on this effort as well as in making NRCS information more accessible to
farmers, ranchers, and the general public. We have made critical updates to our business
tools software that will increase the accuracy and transparency of our progress reporting
systems. We have also undertaken an Agency-wide, multi-year audit to improve our

financial systems.

We continue to work diligently on the Conservation Effects Assessment Project (CEAP).
CEAP is a multi-agency effort to quantify the environmental benefits associated with
conscrvation practices implemented under the 2002 Farm Bill and other related
conservation programs. In 2007, work continued on the watershed component to provide

dctailed assessments of conservation practices including observed and modeled
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environmental effects in selected watersheds. Additionally, we are making progress on
the watershed studies, developing new model components and geospatial analyses at the
watershed scale to improve the accuracy of model simulations and enhance predictions of
practice impacts. These scientific investigations will ultimately lead to more targeted
land treatment strategies that are not only more cost effective but that also focus more
sharply on feducing environmentalnquality impairments tha't rural communities are‘

currently struggling to address

American Customer Satisfaction Index (ACSI) Results

One of the consistent drivers of satisfaction with NRCS programs has been the quality of
NRCS staff and the customer service they provide through one-on-one interactions with
customers. In order to reinforce the Agency’s commitment to customer service, NRCS in
FY 2007 once again contracted with the Federal Consulting Group using the American
Customer Satisfaction Index (ACSI) methodology through a partnership of the University
of Michigan Business School-CFI Group and the American Society for Quality to survey
and analyze customer segments for selected programs. The ASCI is a national indicator

of customer satisfaction.

I am proud to report that according to the ACSI, overall satisfaction with NRCS program
delivery for programs evaluated in FY 2007 was typically higher than ACSI scores for

the Federal Government sector.



11

The aggregated index for the Federal Government in 2007 was 68. Six of the seven
NRCS programs evaluated in FY 2007 received a score above the Federal Government
Aggregated Index. The ACSI results identify NRCS staff and the technical assistance
provided as a strength that should be leveraged in order to continue the tradition of

customer-focused program delivery.
Conclusion

Madam Chairwoman, in summary, I believe that the Administration’s FY 2009 Budget
request reflects sound policy, and will provide stability to the vital mission of voluntary
conservation on private lands. The Budget request reflects sound business management
practices and the best way to work for the future and utilize valuable conservation dollars

efficiently and wisely.

I thank members of the Subcommittee for the opportunity to appear, and would be happy

to respond to any questions that Members might have.
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Ms. DELAURO. I understand, Chief Lancaster, that you would
like to make some remarks as well. So I will recognize you for your
testimony.

MR. LANCASTER’S TESTIMONY

Mr. LANCASTER. Thank you. Good afternoon, Madam Chair-
woman and members of the subcommittee. Thank you for the op-
portunity to appear before you today and, again, for your strong
support, the subcommittee’s strong support for conservation and
our mission at NRCS.

My full written testimony has been submitted for the record.

Before I begin, I also want to indicate it is my pleasure to intro-
duce Mr. John Dondero, our new Director of Budget Planning and
Analysis, who will provide assistance during this hearing and
throughout this budget cycle and future budget cycles.

You may be interested to learn that, in addition to his many
other qualities, John is a native of Connecticut and alumni of the
University of Connecticut.

Ms. DELAURO. Where in Connecticut?

Mr. DONDERO. Litchfield County.

Ms. DELAURO. I know it.

Mr. LANCASTER. And before we look forward to the fiscal year
2009 budget, I would like to bring to your attention some of the
past year’s achievements in cooperative conservation work that, al-
though done primarily in private means, yields substantial benefits
for all land owners.

In fiscal year 2007, NRCS provided technical assistance to more
than 1 million customers, enabling farmers and ranchers to treat
over 47 million acres of working lands and more effectively man-
agement water resources, enhance water and air quality, improve
soils and increase wildlife habitat.

In 2007, NRCS, in concert with valued partners, helped pro-
ducers develop over 5,100 comprehensive nutrient management
plans, provided site-specific soils information to over 1 million
users through our Internet-based Web Soil Survey, and issued
more than 12,000 water supply forecasts. In addition, we utilized
over 1 million volunteer hours, with an estimated value of $19 mil-
lion, and signed agreements with 300 newly certified technical
service providers.

As we look to fiscal year 2009 and beyond, we will continue to
fine-tune our business tools and practices, solidify progress with
partners, farmers and ranchers, and ensure all potential gains for
conservation are realized.

An important priority for me has been to make conservation easi-
er for our customers and for our employees. We have streamlined
the conservation application process, developed new decision tools
to calculate the benefits of conservation, and implemented the Cus-
tomer Service Tool Kit. As a result, we developed 25 percent more
conservation plans in 2007 than in 2006.

We know we must also prepare ourselves to meet new chal-
lenges, including those presented by rapid changes in science, tech-
nology, regulations and demographics of our customer base. We
have outlined a 5-year investment strategy for technology, and we
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continue to execute our overarching strategic plan and the related
human capital strategic plan.

Finally, we are building the science case for conservation. We
know we must prove to you, our partners, land owners and tax-
payers, that good environmental practices are good investments as
well as compatible with good economic performance for producers.

The Conservation Effects Assessment Project, or CEAP, is de-
signed to help us do just that. CEAP is a multi-agency effort to
quantify the environmental benefits associated with conservation
practices. We anticipate this summer the first release of CEAP
data and recommendations that will help us direct programs and
practices where they will do the most good and better enable us to
tie conservation expenditures to specific outcomes.

As we all know, two-thirds of the contiguous United States is
crop land, ranch land, pasture land, and privately owned industrial
forest land. With Conservation Operations and other programs,
NRCS and its partners cooperate to get conservation on the
ground, thus helping private land owners conserve landscapes, in-
crease agricultural productivity, improve the environment and en-
hance the quality of life.

The heart of our efforts to assist private land owners is our Con-
servation Operations. The President’s fiscal year 2009 budget re-
quest for Conservation Operations proposes a funding level of
$794.8 million, which includes $680.8 million for Conservation
Technical Assistance, $92.2 million for Soil Surveys, $10.8 million
for Snow Surveys, and $10.9 million for the 27 Plant Materials
Centers. We also request $5.9 million for the Watershed Rehabili-
tation Program.

As was detailed in full in my submitted testimony, we do not re-
quest more funding for Watershed and Flood Prevention Oper-
ations and its related planning components, the RC&D Program,
the Healthy Forest Reserve Program or the Agricultural Manage-
ment Assistance Program.

The administration’s budget proposes $1.05 billion for the Envi-
ronmental Quality Incentives Program, $360 million for the Con-
servation Security Program, funding for the Wetlands Reserve Pro-
gram to bring the total enrollment to the 2.275-million-acre cap
authorized by the 2002 farm bill, and $97 million for the Farm and
Ranch Lands Protection Program.

As Under Secretary Rey mentioned, the President’s conservation
budget should be viewed in concert with the administration’s farm
bill proposal and includes $775 million that is not included in the
agency’s current budget that I have just detailed.

Madam Chairman, members of the committee, with your ongoing
support and the commitment and stewardship of America’s private
land owners, we look forward to a more productive land and
healthy environment in 2009 and beyond. I thank you again for the
opportunity to appear before you, and I would be happy to answer
any questions you may have.

[The information follows:]
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BEFORE THE
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SUBCOMMITTEE ON AGRICULTURE, RURAL DEVELOPMENT, FOOD AND
DRUG ADMINISTRATION, AND RELATED AGENCIES

April 3, 2008

Madam Chairwoman, thank you for the opportunity to appear before you today to discuss
our fiscal year (FY) 2009 budget rcquest for the Natural Resources Conservation Service

(NRCS).

As we look ahead to FY 2009, and the contents of the Administration’s budget request, [
want to take a moment to reflect on NRCS’s successes of the past year and what we are
doing to help farmers and ranchers get conservation on the ground. It has been another
productive year for NRCS, our partners, and its customers across America. We have
provided technical assistance to help farmers and ranchers treat over 47.4 million acres of
working lands to improve or enhance soil quality, water quality, water management,

wildlife habitat and air quality. In addition, in FY 2007, NRCS and our partners:

e Helped farmers and ranchers develop over 5,100 and apply over 4,400
Comprehensive Nutrient Management Plans (CNMPs) for livestock manure
management, bringing the total CNMPs written with NRCS assistance since 2002

to 33,600 and CNMPs applied to 21,400;
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Provided conservation technical assistance to nearly | million customers
throughout the Nation;

Completed or updated soil survey mapping on 36.4 million acres, of which 2.7
million acres were American Indian or Alaskan Native lands. NRCS and National
Cooperative Soil Survey partners also digitized 238 soil surveys, bringing the total
-to 2,968 as part of an inilialive to digitize all m(-)dern soil surveys. Nea;‘ly 1.1
million users visited the Web Soil Survey last year, with an average of over 3,400
visits per day;

Issued over 12,000 water supply forecasts and provided assistance to farmers and
ranchers to conserve water through irrigation efficiency on over 2 million acres.
The NRCS National Water and Climate Center also supports a Google Earth
interface to help users interactively navigate and view our automated SNOwpack
TELemetry (SNOTEL) station data and high-quality maps of daily, monthly, and
seasonal SNOTEL snowpack, precipitation, temperature, and snow depth;
Colleceted 11,600 plants last ycar that were comparatively cvaluated by the 27
NRCS Plant Materials Centers (PMC). These plant collections are evaluated for
their ability to protect range, pasture and forest resources; serve as cropland cover
crops; restoring wetlands; provide plant stock for biofuels; stabilizc critical arcas
such as sand dunes, strcambanks and shorelines; and to mitigate air quality
concerns. NRCS released 21 new plants to commercial growers during FY 2007.
Production by commercial seed growcrs and nurseries of about 400 of these plant
releases, cultivated over nearly 75 years, has a market value of more than $100

million per year;
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s Utilized over 1 million volunteer hours, donated by 70,300 individuals, to address
local natural resource concerns. This equates to 486 staff years, which is estimated
to be the equivalent of $19 million; and

e Signed agreements with 296 newly certified Technical Service Providers (TSPs)
and re-certified 119 TSPs in FY 2007. This brings the total number of TSPs
available to Athc public to more than‘l,400 individuals and bLlsinesses. Since
passage of the 2002 Farm Bill, NRCS has obligated over $230 million to acquire

technical services to provide conservation assistance to landowners.

As we look ahead to this year and beyond, we will continue directing our efforts toward
ensuring that all of the potential conservation gains are fully realized. To accomplish this,
NRCS will focus on fine-tuning its business tools and solidifying the progress it has made
in working with farmers and ranchers across America to implement conservation
programs. We want to make sure everything works smoothly—for our customers and
employees. We want our decisions and processes to be transparent. We want to be even
more efficient, effective and focused on meeting our customers’ needs. I have had an
opportunity to share my vision for the next year with Agency employees and partners, and
I have focused on three priorities to guide the work of our Agency:

¢ making conservation easier;

e preparing to meet new challenges; and

e improving transparency and accountability in Agency spending.
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Making Conservation Easier

My number one priority as NRCS Chief is making conservation easier for our customers

and for our employees. I have asked our leadership to look at the Agency from top to

bottom and find ways that we can further focus our efforts to achieve even more

conservation on the ground.

Examples of steps NRCS has taken to “make conservation easier” include:

Streamlining the conservation application process in FY 2007. Now, when a producer
comes into the field office they can fill out one application for any of the financial

assistance programs available through our conservation portfolio.

Developing new tools, both for producers and employees, to make it easier to calculate
conservation benefits. One example, the Nitrogen Trading Tool (NTT), is a Web-
based model that predicts changes in nitrogen losses based on changed management
practices and calculates nitrogen credits available for water quality credit trading. In
FY 2007, NRCS completed the NTT prototype and will be validating the model using

water quality credit trading projects in Maryland and Ohio; and

Developing conservation plans for producers on a system we call the Customer Service
Toolkit. The Toolkit is a geographic information system (GIS)-enabled enterprise
application that supports technical assistance, including conservation planning to

landowners, NRCS planners use Toolkit to perform a resource inventory, analyze
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current land use in relation to geophysical limitations, develop alternative solutions,
and prepare a final conservation plan, plan of operations, and high quality client-
specific maps. In FY 2007, the National Conservation Planning (NCP) database was
integrated with Toolkit, creating greater efficiencies in planning, contract development,
and national progress reporting. Currently, this database contains nearly 1.5 million
plans, 29 miliion practices, and 325,600 contracts. In FY 2067, the number of
conservation plans we helped producers develop increased by 25 percent over FY
2006. These plans are on 15 million land units, with over 10.6 million of these units
now with spatial data. Spatial land units have increased by 75 percent, reflecting
further streamlining and integration efforts through modern NRCS business

applications.
Preparing to Meet New Challenges

We must continue to prepare ourselves as an Agency and as a conservation community to
meet any potential new challenges. Let me give you some examples of how we are

accomplishing this priority:

¢ We are continuing to execute our overarching NRCS Strategic Plan, with its
“foundation goals” of high quality, productive soils, elean and abundant water, and
healthy plant and animal communities. The plan also contains “venture goals,” to

address emerging trends and position NRCS to seize new opportunities. These
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venture goals include clean air, an adequate energy supply, and working farm and

ranch lands;

We are implementing our Human Capital Strategic Plan and re-emphasizing basic
conservation planning knowledge, skills, and abilities in our training programs.
We have reinvigorated (;ur National Technolog); Support Centers and a?e focusing
on the unique needs of beginning farmers and ranchers, limited resource producers,

and other underserved communities; and

We also have outlined a 5-year investment plan for technology to guide research
needs to the right places, to maintain currency of the science that underpins our

policies, procedures, handbooks, and manuals, to enable transfer of new science to

State-level specialists, and to capture “lessons learned” from innovations.

NRCS will also face new challenges from the rapidly changing demographics of our

customer base as revealed by the 2002 Census of Agriculture. From 1997 to 2002, the

number of principal operators increased by: 8.6 percent for African Americans, 20 percent

for American Indjans/Alaska Natives, 13.4 percent for women, and an extraordinary 51.2

percent for Hispanic/Latino operators. Given these dramatic changes, we will need to

ensure that NRCS is prepared to mect the challenge of finding new ways to assist

traditionally underserved communities.



20

Accounting for the Benefits of Conservation

Finally, to make the case for good stewardship, we have to be able to demonstrate that

good environmental practices are compatiblc with good economic performance. Our third

priority, therefore, is accounting for our expenditures on conservation by clearly

demonstrating their benefits. This will enhance our credibility and retain the trust we have

worked so hard to earn over almost 75 years.

For example:

NRCS is partnering on a Conservation Effects Assessment Project (CEAP). CEAP
is a multi-agency effort to quantify the environmental benefits associated with
conservation practices implemented under the 2002 Farm Bill and other related
programs. In 2007, work continued on the watershed component to provide
detailed assessments of conservation practices, including observed and modeled
environmental effects in selected watersheds. Additionally, the watershed studies
are making progress on developing new model components and geospatial analyses
at the watershed scale to improve the accuracy of model simulations and enhance
predictions of practice impacts;

The Agency continues to make improvements through the Administration’s
Program Assessment Rating Tool (PART). The PART was developed to assess
and improve program performance so that the Federal Government can achieve

better results. For example, during FY 2007, a re-assessment was conducted on the
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Environmental Quality Incentives Program (EQIP). The re-assessment found that
EQIP operates efficiently and effectively. NRCS also has made its State allocation
process natural-resource based and more transparent. Performance also is now
linked to State allocations through the use of both efficiency measures and program
management factors;

. ’In fiscal year 2007, NRCS continued to reengiﬁeer its Web-based perférmance
measurement system and transitioned from a system that relies on data entry to one
that primarily mines or extracts data from other business applications. This
approach reduces the time employees spend on reporting and increases the amount
of time spent one-on-one with producers; and

e During FY 2008, NRCS will undergo an audit of all financial statements by an
independent third party to assess the relevance, accuracy, and completeness of our
financial records. We anticipate an initial report will be available to the Agency by
November 2008, allowing us an opportunity to improve our accountability efforts

even further.

Madam Chairwoman, as we look ahead to accomplishing even more as an agency in FY
2009, all of these improvements will promote Agency accountability while at the same
time ensure that the most pressing conservation needs on America’s private lands are

addressed.
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Discretionary Funding

As we look to the future, the President’s FY 2009 budget request for NRCS reflects our
dynamic natural environment and the ever-changing agricultural sector by providing
resources for the ongoing mission of NRCS and ensuring that new opportunities are

optimized.
Conservation Operations

The President’s FY 2009 budget request for Conservation Operations (CO) proposes a
funding level of $794.8 million, which includes $680.8 million for Conservation Technical
Assistance (CTA), $92.2 million for Soil Surveys, $10.8 million for Snow Surveys, and

$10.9 million for the 27 Plant Materials Centers.

The budget reflects a realignment of the Administration’s priorities with the elimination of
the Grazing Lands Conservation Initiative. The Agency will continue to maintain and
improve the management and productivity of privately owned grazing lands through
ongoing activities within the Conservation Technical Assistance Program and the

Environmental Quality Incentives Program.

Madam Chairwoman, CQ is the heart of everything our Agency does, and we will continue

to emphasize and improve the program’s impact and effect on the Nation’s private lands.
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Agriculture and the quality of America’s soil and water resources are vital to the Nation’s
welfare. Approximately 1.5 billion acres (79 percent of the total acres within the
contiguous United States) are non-Federal land. Approximately 90 percent of these acres
are cropland, rangeland, pastureland, and private non-industrial forestland. The care and
health of these lands are in the hands of private individuals. Through CO and other
prograrﬁs, NRCS and its paﬂnérs cooperate to get cons-ervation on the g‘round,-thus helping
to conserve landscapes, increase agricultural productivity, improve the environment, and

strengthen the quality of life.

The technical assistance we use to address resource conservation issucs is provided under
the Conservation Technical Assistance (CTA) Program. The purpose of CTA is to help
private landowners, conservation districts, tribes, local units of government, and other
organizations by providing technical assistance through a national network of locally
respected, technically skilled, professional conservationists. NRCS conservationists
deliver consistent, science-based, site-specific solutions to help private landowners
conserve, maintain, and improve the Nation’s natural resource base. Demand for the CTA
Program has increased substantially in recent years for a number of reasons:
¢ First, there is growing demand for and participation in NRCS mandatory financial
assistance programs, which in turn has increased the demand for science-based
conservation technical assistance;
» Second, there is an increasing need for new technologies and conservation practices
to address emerging challenges such as nutrient management for animal feeding

operations;



24

e Third, there is strong demand for the design of conservation systems to reduce the
risk of climatic events, such as improved irrigation management to mitigate effects
of drought;

e Fourth, increased awareness and concern for natural resources that has broadened
the Agency’s customer base, as NRCS is asked to address growing niche
enterpﬁses‘(aquaculture, sustainabie and organic farming, >etc.);

¢ Fifth, NRCS has an expanding list of new customers such as tribal governments,
local communities, technical service providers, and non-government organizations
who request the Agency’s expertise and assistance; and

¢ Finally, demand for improvement and establishment of wetlands and wildlife

habitat to address declining populations of fish and wildlifc has increased, as well.

NRCS has been able to address this rising demand for its services to a large degree through
technology development and transfer, streamlining and improvement of program delivery,

and cooperative conservation efforts with partners.
Watershed and Flood Prevention Operations Program
Through the Watershed and Flood Prevention Operations Program, NRCS provides local

communities with technical and financial assistance to construct flood prevention, water

supply, and water quality improvement projects.
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The Administration proposes to terminate funding for Watershed and Flood Prevention
Operations in FY 2009 to enable NRCS to focus limited resources to other higher priority
conservation program activities of national interest. Because benefits from this program
are highly localized, it is expected that those high-priority watershed projects not yet
completed will continue to receive strong local support from project sponsors, and that

progress on them will continue.

Watershed Surveys and Planning Program

Watershed Surveys and Planning authorities are directed toward assessment of natural
resource issues and development of watershed plans to conserve and utilize natural
resources, solve local natural resource and related economic problems, avoid and mitigate
hazards related to flooding, and provide for advanced planning for local resource
development. Activities carried out under this program include Floodplain Management
Studies, Cooperative River Basin Studies, Flood Insurance Studies, Watershed Inventories

and Analyses, and other types of studies, such as PL-566 Watershed Plans.

With the elimination of Watershed and Flood Prevention Operations, continuation of this
planning component is no longer necessary. Beginning with the FY 2008 budget
authorized by Congress, this program'’s resources were eliminated and redirected to other

higher priority programs.
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Watershed Rehabilitation Program

The Watershed Rehabilitation Program addresses the problem of aging dams, especially
those with a high risk for loss of life and property. NRCS has 125 dams that have
rehabilitation plans authorized, and the projects are completed or implementation of the
plans is underway. ’ This number is part of ihe 808 rehabilitation aésessment reports alreadS/

completed.

The Administration requests $5.9 million for technical assistance to address critical dams

with the greatest potential for damage to life and property.
Resource Conservation and Development Program

The purpose of the Resource Conservation and Development (RC&D) Program is to
encourage and improve the capabilities of State, local units of government, and local
nonprofit organizations in rural areas to plan, develop, and carry out programs for resource
conservation and economic development. The program provides technical assistance to
local communities to develop strategic area-wide plans that address their locally identified
natural resource and economic development concerns. A Program Assessment Rating
Tool (PART) review of the RC&D Program found that it overlaps other USDA and
Federal resource conservation and rural development programs. While the program does
use a strategic planning effort and local leadership to identify projects, NRCS has other

significant relationships at the State and community levels that fulfill a similar role.
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The FY 2009 budget proposes to terminate funding for this program. RC&D areas have
received Federal support for many years, some since the mid-1960°s. RC&D Areas should

have the capacity to identify, plan, and address their local priorities.

Healthy Forests Reserve Program
The Healthy Forests Reserve Program (HFRP) assists landowners in restoring, enhancing
and protecting forest ecosystems to promote the recovery of threatened and endangered

species, improve biodiversity, and enhance carbon sequestration.

Under this program, landowner protections similar to “Safe Harbor” are made available to
landowners enrolled in the HFRP who agree, for a specified period, to protect, restore, or
enhance their land for threatened or endangered species habitat. In exchange, they avoid
future regulatory restrictions on the use of that land protected under the Endangered

Species Act.

In FY 2007, NRCS received $2.5 million under the HFRP and implemented projects in
Arkansas, Maine, and Mississippi. Nineteen landowners were approved for funding under
10-year restoration agreements and 30-and 99-year easements. The approved applications

covered over 197,500 acres and represents $2.1 million in financial obligation.

The President’s budget proposes no funding for HFRP in FY 2009.
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Farm Bill Authorized Programs
The President’s budget should be viewed in concert with the Administration’s Farm Bill

proposals. Thesc proposals would add $775 million in FY 2009 for conservation activities.
Environmental Quality Incentives Program

The purpose of the Environmental Quality Incentives Program (EQIP) is to provide site-
specific technical and financial assistance to landowners that facc serious natural resource
challenges that impact soil, water, air, and related natural resources on agricultural lands.
EQIP also encourages enhancement of natural resource conditions on agricultural lands in
an environmentally beneficial and cost-effective manner to assist producers in complying

with environmental regulations.

In FY 2007, EQIP funding was nearly $1 billion. Over 41,000 long-term contracts were
written to help landowners treat an estimated 17 million acres. Implementation of current
and prior-year conservation practices also continued apace. For example, we helped
farmers and ranchers implement nutrient management practices on over 740,000 acres and
prescribed grazing on nearly 1.8 million acres. We also helped install almost 1,900 waste

storage facilities.

Technical Service Providers (TSPs) are an important part of the conservation delivery

system, particularly in the EQIP program. From FY 2003 through FY 2007, NRCS
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obligated over $93.6 million in EQIP for TSPs to help design and implement conservation

practices carried out under this program.

NRCS also administers the Conservation Innovation Grants (CIG) Program, authorized
under EQIP in the 2002 Farm Bill. CIG is a voluntary program intended to stimulate the
develol')ment and adoption of iﬁnovative conservation .approaches and technol;)gies while
leveraging Federal investment in environmental enhancement and protection, in‘
conjunction with agricultural production. Under CIG, competitive grants are awarded to
eligible entities, including State and local agencies, non-governmental organizations,
tribes, or individuals. CIG enables NRCS to work with other public and private entities to
accelerate technology transfer and adoption of promising technologies and approaches to
address some of the Nation's most pressing natural resource concerns. CIG benefits
agricultural producers by providing more and improved options for environmental

enhancement and compliance with Federal, State, and local regulations.

In FY 2007, CIG was implemented with three components: National, Chesapcake Bay
Watershed, and State. Below is a summary of the FY 2007 CIG awards:

e National: $17,242,797 awarded to 47 recipients;

¢ Chesapeake Bay Watershed: $2,066,525 awarded to 4 recipients; and

e State: $6,678,440 awarded to 105 recipients.

Since the inception of CIG in 2004, almost $86 million has funded 477 projects.
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Under current law, the President’s budget proposes a level of $1.05 billion for EQIP. This
level of funding, which represents a $50 million increase over FY 2008, will allow NRCS
to develop nearly 43,000 contracts on 17.5 million acres. The Administration’s Farm Bill

proposal would provide an additional $425 million in FY 2009.
Wetlands Reserve Program

The Wetlands Reserve Program (WRP) is a voluntary program through which landowners
are paid to retire cropland from agricultural production if those lands are restored to
wetlands and protected, in most cases, with a long-term or permanent easement.
Landowners receive fair market value for the rights they forgo associated with protecting
the land, and are provided with financial assistance to cover the restoration expenses. The
2002 Farm Bill increased the program enrollment cap to 2,275,000 acres. WRP also is the
principal USDA program to help meet the President’s Wetlands Initiative goal to create,

restore and enhance 3 million acres of wetlands by 2009.

In FY 2007, in addition to the regular application process, NRCS funded projects intended
to enhance or accelerate a State’s effort in enrolling interested landowners in WRP.
Special consideration was given to projects that specifically addressed threatened and
endangered species or impacted small and limited resource producers or tribal owned
lands. These proposals are projected to result in the accelerated enrollment of 17,329 acres

into WRP in FY 2007. In one example, a project was approved on the Missouri River in
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Iowa and Nebraska on the same contiguous stretch of the river, thereby increasing the

overall landscape impact.

Under current law, the President’s 2009 budget proposes $181.5 million for WRP. This
will allow an enrollment of approximately 100,000 acres and will bring total cumulative
enrollrﬁcnt to the 2002 Farm Bill authorized enro]lmeﬁt cap of 2,275,000 by tﬁe end of FY
2009. The final 2009 program funding level and acres enrolled will be established in the
new Farm Bill. A total FY 2009 enroliment of 250,000 acres is recommended in the

Administration’s Farm Bill proposal.
Grassland Reserve Program

The 2002 Farm Bill authorized the Grassland Reserve Program (GRP) to assist landowners
in restoring and protecting grassland by enrolling up to 2 million acres under easement or
long-term rental agreements. The 2002 Farm Bill authorized $254 million for
implementation of this program during FY 2003 through FY 2007. The program reached
its statutory funding cap in FY 2005. The Administration’s Farm Bill proposal continucs
this program’s activities as part of the Private Lands Protection Program. The final FY

2009 program level is expected to be established in the new Farm Bill.

The NRCS and the Farm Service Agency (FSA) jointly administer GRP. NRCS has lead
responsibility on technical issues and easement administration. FSA has lead

responsibility for rental agreement administration and financial activities.
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Conservation Security Program

The Conservation Security Program (CSP), as authorized by the 2002 Farm Bill, is a
voluntary program that provides financial and technical assistance for the conservation,
protection, and improvement of natural resources on tribal and private working lands. The
program provideé payments for produceré who practice good ste\-;vardship on their

agricultural lands and incentives for those who want to do more.

NRCS initiated the program in FY 2004 in 18 watersheds within 22 States. In FY 2005,
NRCS cxpanded the program to 220 watersheds within every State, including Puerto Rico
and Guam. In FY 2006, CSP was implemented in 60 new watersheds nationwide and
resulted in roughly 4,400 new contracts covering more than 3.7 million acres of privately
owned land. From 2004-2006, NRCS has offered the program in 280 different watersheds
and has provided financial assistance to nearly 19,400 participants on 15.4 million acres of

working agricultural lands.

Through CSP enhancement provisions and the application of intensive management
measures, producers are achieving exceptional environmental performance and additional
benefits for society. For example, the nutrient management component of CSP is
rewarding farmers and ranchers for protecting water quality through nutrient applications
using precision farming techniques to minimize nutrient runoff and leaching. Because
CSP enhancements go beyond the minimum requirements, innovative producers are on the

feading edge of conservation technology adoption.
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The President’s FY 2009 budget requests $360 million in program funding to support

existing contracts, including those expected to enter the program during an FY 2008 sign

up.
Wildlife Habitat Incentives Program

The Wildlife Habitat Incentives Program (WHIP) is a voluntary program that provides cost
sharing for landowners to apply an array of wildlife practices to develop or improve
habitats that will support upland wildlife, wetland wildlife, threatened and endangered

species, fisheries, and other types of wildlife.

In FY 2007, NRCS enrolled over 2,100 agreements on over 350,000 acres in the Wildlife
Habitat Incentives Program (WHIP). The value of the contracts exceeded $31.5 million,
assisting farmers and ranchers with wildlife management practices that result in improved

fish and wildlife habitat quality on more than 4.8 million acres.

The Administration’s Farm Bill proposal recommends to continue the activities of this
program as part of tan expanded Environmental Qualities Incentives Program. The final

FY 2009 program level is expected to be established in the new Farm Bill.



34

Farm and Ranch Lands Protection Program

Through the Farm and Ranch Lands Protection Program (FRPP), the Federal Government
establishes partnerships with State, local and tribal government entities, and nonprofit
organizations, to share the costs of acquiring conservation easements or other interests to
limit conversion ofagricultural lands to n(;n—agricultural uses. FKPP acquires perpetual
conservation easements on a voluntary basis on lands with prime, unique, or other
productive soils that present the most social, economic, and environmental bencfits. FRPE
provides matching funds of no more than 50 percent of the purchase price for the acquired

easements,

The Administration’s Farm Bill proposal combines this program with other easement
programs as part of the Private Lands Protection Program. The FY 2009 program level is

expected to be established in the new Farm Bill.
Agricultural Management Assistance Program

The Agricultural Management Assistance (AMA) Program provides for cost-share
assistance to producers to construct or improve water management structures or irrigation
structures, to plant trees for windbreaks or improve water quality, and to mitigate risks
through production diversification or resource conservation practices, including soil

erosion control, integrated pest management, or transition to organic farming.
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In FY 2007, NRCS allocated $5 million for technical assistance to accelerate
implementation of approved prior-year AMA contracts. Currently, there are 1,119

contracts in implementation.
The President’s budget proposes no funding for AMA in FY 2009.
Conclusion

As we look ahead, it is clear that the challenges before us will require the effective
dedication of all available resources — the skills and expertise of the NRCS staff, the

contributions of volunteers, and continued collaboration with partners and TSPs.

1 am proud of the work and the conservation ethic our people exhibit day in and day out as
they go about their job of helping farmers and ranchers get conservation on the ground.
Through Cooperative Conservation efforts, we have achieved a great deal of success. We
are sharply focusing our efforts and will work together with our partners to further
consolidate our gains this coming year. Ilook forward to working with you, as we move

ahead in this endeavor.

This concludes my statement. I will be glad to answer any questions that Members of the

Subcommittee might have.
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Ms. DELAURO. Thank you very much.

And I want to thank you both for your testimony.

And let me begin with the mention of the farm bill. As we will
consider how USDA will deliver a new farm bill, I would like to
focus on your proposal for natural resources conservation.

BUDGET REDUCTIONS

It appears the President’s request is out of alignment with the
rhetoric of the administration. At the very time the administration
has proposed and Congress is considering an expanded conserva-
tion title in the farm bill, your budget cuts a total of $136 million
and a little over 1,400 staff years from NRCS in 2009. And that
is across the country.

I know that, in aggregate, the numbers include a number of pro-
grams that the budget eliminates that do not directly impact the
delivery of a farm bill program. So, just looking at the conservation
operations account, of the main technical assistance account that
funds the field staff to work with land owners to prepare them for
participating in the farm bill programs, your budget appears to
slash 690 staff years, or almost 10 percent of the workforce. When
you look at the number of staff supported by farm bill program dol-
lars, your budget assumes another cut of 253 staff years, or 7 per-
cent of the workforce. By my count, your budget eliminates almost
1,000 staff years that either directly or indirectly work on the de-
livery of farm bill conservation programs.

In light of the budget and the upcoming reauthorization of the
farm bill, we are left with two conclusions, at least in my mind: Ei-
ther land owners and producers will experience worse customer
service, longer delays for technical assistance, and lower-quality
conservation planning, or NRCS will be forced to shave even more
farm bill funding off the top of the various programs, such as
EQIP, to pay for staffing costs. That means less money for pro-
ducers and actual on-the-ground conservation. Ultimately, your
budget is a back-door cut in the farm bill’s conservation programs.

So when I line up the Department’s rhetoric and the promises for
conservation, especially the goals for successfully implementing a
new farm bill with an expanded conservation title, I look at it and
I am dismayed. I am confused by the incongruity.

So, Mr. Secretary, if you can explain how the budget supports
conservation when it cuts, in 1 year, over 1,400 staff or almost 12
percent of your workforce from your lead conservation agency, what
do you estimate will be the on-the-ground impact of the staffing
cuts, in terms of wait times for assistance and the application back-
log? And how did the staffing cuts comport with your human cap-
ital strategic plan?

Mr. REY. I think the important thing here is to look at the farm
bill proposal in concert with the budget proposal, as part of the
large increase in conservation spending that we have proposed in
the farm bill. We have proposed $775 million for technical assist-
ance, which would support roughly another 1,600 staff years, to im-
plement farm bill programs. So, you know, that is the context in
which these proposals were made.

And the objective of that is to try to make the farm bill programs
more self-supporting, in terms of their draw on NRCS staff time.
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Obviously, when you are juggling two roles, the farm bill and the—
you have greater opportunity for one of them to fall on the ground.

But I think what we have proposed, in its full context, is fairly
described as a significant increase in conservation spending. And,
yes, we would have to get a new farm bill for that to work. I have
already acknowledged that.

Ms. DELAURO. I understand. And you understand as well, be-
cause we—you know, we have been talking about a number of the
programs, not just your agency but others, who have put a lot of
the eggs in the farm bill basket. This has not been an easy ride
for the farm bill, as I think you would concur.

We do not know what is going to come out of the farm bill. We
know we have, you know, deadlines and extensions, deadlines and
extensions. We also are pretty sophisticated in understanding that
you don’t get everything that you want, and there are cuts and are
always cuts, so there will be an impact, there will be an impact on
the budget.

And that context, quite honestly—and I am not just singling you
out, Mr. Secretary. Almost every agency that has come up that
talks about the farm bill doesn’t come up with a contingency plan
for “what if,” with either cutbacks or, you know—I don’t want to
even say doesn’t happen, but a cutback. Let me leave it at that.

Mr. REY. Right.

Ms. DELAURO. So what is the contingency? Will we see a formal
budget amendment reflecting any discretionary changes needed
after the farm bill enactment? And if it is significantly delayed,
what is the impact on your operations, 2008 and 2009? And based
on the House- and Senate-passed versions, which program changes
or new initiatives would most impact your budget?

Mr. REY. We are pretty comfortable with the broad discussion
that is occurring right now between the House and the Senate con-
ferees, that, if there is a new farm bill, that it will be close enough
to what the administration has proposed in the conservation area
that we will obviously have to make some adjustments but they
won’t be dramatic. If there is not a new farm bill, if there is rather
an extension of the 2002 bill, then we will have to take a harder
look at what we have proposed.

I guess the best news in all of that is that we will probably know
the answer to that question relatively shortly, with enough time to
work with you to readjust some of the discretionary accounts, tak-
ing into account what is finally arrived at as a result of the delib-
erations that the House and Senate are currently engaged in on
the farm bill.

But we think, at this point, at this moment in time—and, of
course, that may be a brief moment, because the discussions are
ongoing—we think we are looking at a conservation package in
broad terms that isn’t too far off what the administration proposed.

Ms. DELAURO. My time is up; it was a couple of minutes ago.
And I will just say, I want to be optimistic, as well. I have heard
that there will be cuts in conservation, in nutrition and in other
areas, that everything is going to take a cut. My hope is—because
when we would produce the farm bill in the House and I had an
opportunity to work with that, as a number of my colleagues on
this committee did, we were specifically concerned about conserva-
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tion and other areas. So I don’t want to see it cut that much. But
I think we have to take, in short order, a very hard look at what
this means in terms of the cuts that you are proposing and the cuts
that may be mandated for us, given where this farm bill comes out.

Mr. REY. I think that is fair. And we would be happy to work
with the subcommittee on this.

Ms. DELAURO. Mr. Alexander.

Mr. ALEXANDER. I yield to Mrs. Emerson.

Ms. DELAURO. Mrs. Emerson.

Mrs. EMERSON. Thanks so much, Mr. Alexander.

Thank you so much for being here, you all.

Thanks, Madam Chair.

CERTIFICATION OF FOREST PRODUCTS

Under Secretary Rey, I hope you forgive me. I just need to ven-
ture into forestry a teeny bit here. I want to take advantage of your
being here. I hope that is okay with you. Something that has re-
cently been brought to my attention, I want to ask you about it.

As you know and as we have talked, the Missouri domestic tim-
ber market is declining, and many of our producers are looking for
new ways to increase their exports. And they keep running up
against what is called—this increasing need for accreditation from
the Forest Stewardship Council, the FSC. I understand it is a vol-
untary and private international organization that certifies wood
products as being produced in an environmentally sustainable way.
And, obviously, you are familiar with that.

Here is my concern, and here is the concern across the board, not
only of the forest products industry but the Forest Service folks
themselves: that with this FSC logo being virtually a prerequisite
now to sales in some markets, particularly Europe, number one,
there is some difference between the standards among countries. In
other words, France might have one standard, and Germany might
have one, and the Netherlands might have another. And also per-
haps even throughout regions of a country, the standards are not
uniform, number one.

Number two, I had the list of all of the working group members
of the FSC for our region and the country. And I am looking at this
accreditation standard, and not only do I not see one person from
the Forest Service, which is the largest land owner in my district
and probably in the State, I don’t see any Missouri foresters, any
State foresters. I don’t see any land owners or operators from the
forest products industry whatsoever. And so, I guess I am con-
cerned about this.

And I want to know, is this something that the USDA is looking
at? Are you all looking at participating in this accreditation proc-
ess? Or do you have some kind of plan to give some oversight to
these kinds of organizations?

Mr. REY. Okay, I think I can answer those questions.

Just a little bit of background. FSC, the Forest Stewardship
Council, is one of two international certification programs. Certifi-
cation programs are, as you suggested, designed to certify that a
forest product is grown in a sustainable fashion, for those people
who want to be able to buy a forest product with that certification.
The other system is the Sustainable Forestry Initiative, or SFI.
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There are some differences in the two, both in the way they ap-
proach the process and where they are used. As it turns out, SFI
was originated in North America. SFI was originated in North
America. FSC originated in Europe and is more widely used out-
side of North America than SFI is. So, in today’s markets, those
two systems are what are generally relied upon by people who
want green building products.

We have looked at both of them, and we have experimented with
both of them, so we are familiar with the systems. I think one of
the issues with FSC is that it is less familiar to some of our pri-
vate-sector producers because it is not as common in North Amer-
ica. But if we can be of any assistance to the producers in Missouri
to help them get to know the FSC system a little bit better, we
would be happy to do that.

We are familiar with both. Our general view is that their similar-
ities are probably more significant than their differences. They
tend to be, kind of, approaching a very common set of mechanisms
for certifying forest products.

Mrs. EMERSON. So do you endorse this concept?

Mr. REY. We have neither endorsed it nor rejected it, as a Fed-
eral Government agency. It has been purely a private-sector initia-
tive. We have studied both systems to, first, see how they would
affect national forest management. Some people have suggested
maybe the national forests should be certified. Other people have
said, wait a minute, Congress sets the standards for how the na-
tional forest should be managed, not some private-sector entity. So,
you know, there has been a very vibrant conversation both ways.

We have used both systems on a select number of national for-
ests, just to see how it turns out. It generally turns out that the
way we are managing the national forest needs to require a mix
of both systems, both the Forest Stewardship Council and Sustain-
able Forestry Initiative.

THE FUTURE OF FOREST PRODUCT CERTIFICATION

Mrs. EMERSON. Just so I can tell—this is one of the biggest in-
dustries in the State. Just so I can tell my forest folks, do you
think the FSC standard might become the standard over time? It
is important for them for purposes of exporting, since there has
been such a decline in use.

Mr. REY. Right.

Mrs. EMERSON. For their purposes, is this something that is a
good investment for them?

Mr. REY. I would recommend so. What I think is going to happen
over time—and this is just pure speculation on my part—is I think,
because of the similarities in the systems, at some point in the fu-
ture I am going to guess that they will merge.

But right now, today, if you want to export into certain markets
and your producers would be largely hardwood producers who
would be looking at the European markets, FSC is more broadly
used in Europe, I think, than SFI is. SFI is more broadly used in
North America.

Mrs. EMERSON. Thank you very much. I am out of time.
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AGRICULTURAL PRODUCTION AND SPRAWL

Mr. FARR [presiding]. Thank you.

I am next. And the Chair has asked me to chair, so if you could
tell me when I am out of time, I would appreciate it.

I always enjoy having this panel here, because I am a big be-
liever that the forests of this Nation and the Department of Agri-
culture, which has more of a role in private lands than anybody,
that, really, the open space of America is managed by the folks that
are here at the table.

And I am constantly reminded, my area is such a beautiful area
and such a productive agricultural area that it is just a constant
battle to try to keep land in production rather than just sprawl out
and build housing all over it. The history of California is that
sprawl wins. So when you have sprawled everything else out, then
you discover that the most beautiful place in all of the State is
right in the center of the State, the rush comes in. And I have a
couple of observations about this.

One, I would really like to try to get working really closely with
you on these agriculture easements stuff, because I really think
there is a lot of reform that can go in here. I don’t think the Gov-
ernment ought be paying for what people shouldn’t be farming any-
way, just because they are in riparian corridors or they are a habi-
tat that has to be protected under some other law. And therefore,
there is no reason, you know, that we have to pay for that con-
ic,ervation protection. That is the local law, State law and Federal
aw.

MANAGING THE E. COLI BREAKOUT

But, more importantly, what I am really interested in right now
is, last year, we had this E. coli breakout. And it was unusual that
it was not declared a natural disaster, so the normal ways of as-
sisting the problem could not be funded at the Federal level. What
we saw was the largest voluntary recall of food in the history of
America and a personal loss of hundreds of millions of dollars be-
cause we never did help it. I tried to get some help in the bill, and
everybody made a joke of spinach, and it never got anywhere.

What stepped in, in the meantime, was these corporate risk man-
agers who have been consistently, as agriculture and especially
crop agriculture gets corporate—and you have organizations like
McDonald’s that come out and buy all the lettuce that can be pro-
duced by certain fields. So the growers are essentially growing let-
tuce for one company.

And that company comes in and says, “Well, now we are worried
about E. coli, and we think the way you ought to keep E. coli out
is to build a fence around your entire property.” Well, this fence
now is clearing everything NRCS has done in trying to develop, you
know, integrated pest management programs, compatible buffer
zones, in some cases riparian corridors. And the local governments
have given waivers to get these things done because it is critical
for the people to stay in production. For those who walk away and
say, if you don’t do what—and I went through the Salinas Valley
last week, 100 miles along that valley. And they have all these ro-
dent traps out now poisoning everything that can crawl into these
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pipes. They are about every—about the length of this room from
one end of the valley to the other, tied to the fences.

So what you are seeing and what is frustrating the local science
is that this has totally gotten outside of the ability—this is, kind
of, chaos management. There is not a sense of the totality of pest
management practices. And I really would like to see the Depart-
ment kind of step in, because I think there is a vacuum here where
there is no comment or backlash to say that we can’t allow this
kind of freelancing. It reminds me when they put together the vigi-
lante teams, they just said, “Let’s go get ’em.” and this is how it
is being done.

And everybody at the regulator level is just stuck, because they
are operating out of a field that we have never done before. There
are suggestions that all agricultural fields now have screens over
them so that the birds can’t fly over them, that the—I mean, the
fences they have to build have to be strong enough that a wild boar
couldn’t get in. They have already done all the things that you
have to do—move the cattle away from ag fields and so on.

And I don’t know what the answer to this is, but it needs leader-
ship. And I would just ask if you have any suggestions of how we
might take a look at it and provide that leadership. At least some
of these practices are not in the best interest of productive agri-
culture.

Mr. REY. We would be happy to do that and maybe come up and
sit down with my counterpart in the food safety mission area. Be-
cause I think what you are seeing there is a market reaction. It
is somewhat of an overreaction. But you are right, it is driven by
a couple of big purchasers that they have. That probably gives us
at least some opportunity to sit down with them and walk through,
you know, what a more appropriate reaction might be.

FOOD SAFETY

Mr. FARR. Could we set a time where you and I could get to-
gether and see if we could draft out some protocols?

Mr. REY. I think we ought to involve Richard Raymond, my coun-
terpart in the food safety area, because he is a lot more expert at,
sort of, dealing with reaction to these kinds of food safety issues
than I am.

Mr. FARR. Because this is going to get out of control. They are
going to start advertising, “Our food is safer than your food, my let-
tuce is safer than your lettuce, because I do all this stuff.” But at
the same time, it is going to really be hard to manage the environ-
ment in a totalitarian way, which we have been trying to do, to
help water conservation and soil erosion and so on.

Mr. REY. We would be happy to.

Mr. FARR. My time is up.

Mr. LANCASTER. Congressman, might I add as well, we share
that concern at the State level. We are developing the technical
data to share with producers, private auditors, food safety inspec-
tors, to show that balance of food safety and conserving our natural
resources. We are working with the Western Growers Association
and the signers of the Leafy Greens Marketing Agreement to get
that information in the hands of growers.
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But, as well, those food safety regulators and those private audi-
tors will be looking at those systems to say, “These are conserva-
tion benefits; there is no food safety concern related to those prac-
tices.” It is something we have undertaken with numerous part-
ners, including the Resource Conservation Districts, the State De-
partments of Agriculture. And we will

Mr. FARR. I don’t think that message is getting out there very
effectively.

Mr. Latham.

PROGRAM PAYMENTS

Mr. LATHAM. Thank you, Mr. Farr.

And welcome, everyone. And please relay my thanks to your staff
back in the States and who I think do an outstanding job and
sometimes under difficult situations.

Last fall, the GAO had a report talking about the conflict be-
tween conservation programs and payments, and they are at cross-
purposes at certain times. Can you give us your point of view? And
are, in fact, our conservation programs at cross-purposes with the
farm payment program?

Mr. REY. I wouldn’t say cross-purposes. What I think the audit
suggested is that there were some instances where the same farm-
ers were getting payments from both the commodity and the con-
servation title programs. And we have been working since with the
Farm Service Agency to eliminate those payments if they were not,
in fact, justified as payments advancing two separate objectives.

Mr. LANCASTER. Congressman, I would add, as well, one of the
things we see in response to markets’ additional pressure on pro-
ducers to grow on every acre and produce on every acre. We have
looked at this opportunity to see higher net farm income as oppor-
tunities to invest in conservation, and we don’t see that as incom-
patible. We see production agriculture—keeping that land into ag-
ricultural production as very compatible with land conservation.

What we strive to do is take that income, that money that is in
the producer’s pocket today, and get them to invest in conservation
practices. When we see pressures to produce on our marginal
lands, we are trying to get the data into the hands of those pro-
ducers to show, you know, you can enroll in certain conservation
programs and not produce on those marginal lands. There are ways
to maximize your yields on those lands you really shouldn’t be
farming.

But we are looking to take advantage of this opportunity where
folks are acting in response to the market, in response to the safety
net that we have, to ensure that the dollars they have available go
into conservation.

Mr. LATHAM. But you don’t see any conflict with their—not really
conflict—but the increased crop insurance and things like that? I
think the biggest factor out there is the fact that you have got over
$5 corn and %12, $13, $14 beans, which is wonderful, except that
you are going to want to produce in every piece of square foot of
dirt you can find.

Mr. LANCASTER. My biggest concern is actually conversion of ag-
ricultural lands to nonagricultural uses and the pressures that
places on the environment. So we are looking to find ways that
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keep that land in agricultural production by helping working farm-
ers with conservation measures. And, to me, that is a more signifi-
cant threat to the environment.

BENEFITS OF CONSERVATION

Mr. LATHAM. Okay. On the CSP program, I would like to get
your input as to what kind of changes you think that—or that
maybe you have talked about with the Ag Committee, as far as re-
writing the farm bill.

And have you found a way to quantify benefits when you are
talking about air quality and soil tills, water quality, on an indi-
vidual producer’s land? I mean, I can understand in the watershed
on a regional basis. But is there any way to quantify the benefits?

Mr. LANCASTER. It is a struggle. One of the things that we have
talked about is the Conservation Effects Assessment Project, which
will give us that science-based data related to conservation prac-
tices and certain climates or certain geographies, so that we are
better able to say what is the effect of that practice on that par-
ticular farm.

So we do think that we are getting that data so that we will be
able to quantify it. We are not able to now. It certainly is a chal-
lenge when we are looking at our conservation practices of how
they are applied across different landscapes.

With regard to the Conservation Security Program, the adminis-
tration recognizes that a stewardship program is an important part
of our toolbox. We did propose significant changes. We are working
with the committee in the hopes that they will adopt some of those
changes.

CONSERVATION SECURITY PROGRAM

Mr. LATHAM. What changes?

Mr. LANCASTER. We proposed to reduce the number of tiers to
use what the producer has been doing in terms of their level of
stewardship to get them in the program, to make them eligible for
the program, but our payments would be tied to enhancements,
those new things that they are doing. So rather than paying a pro-
ducer for those activities that they are already undertaking, we
would use that as the bar to get in, but we would pay for those
additional benefits associated with the program. And by tightening
that, that is a true stewardship program, where the program would
be designed from the beginning as one that is rewarding the best
producers.

We do have an acreage cap, and we are able to then, in our pro-
posal, offer a CSP program in watersheds every year, as opposed
to how we have had to enroll in the program based on the current
funding restrictions.

Mr. LATHAM. What would it cost if it was wide open?

Mr. LANCASTER. Under the current statute?

Mr. LaTHAM. That is what we have, yeah.

Mr. LANCASTER. Under the current statute, we had done a rough
number of looking at 900 million acres of cropland potentially eligi-
ble in the country. We are seeing 50 percent of the enrollment in
that, and we are averaging about $18 an acre.



44

Mr. REY. While he is doing the arithmetic, let me speak to your
first question. We have done a lot of work with the Department of
Energy in the air quality area and with the Environmental Protec-
tion Agency in the water quality area to quantify the sequestration
benefits of different kinds of conservation practices. So if a par-
ticular conservation practice is followed, we can quantify how much
carbon is sequestered as a consequence of that as compared to not
doing it.

Mr. LATHAM. On an individual farmer’s piece of ground?

Mr. REY. The farmer would have to plug in his own specifics to
get his numbers. But if he follows certain types of practices and
certain circumstances, we can give him a number, going through
the analysis in the registry that we have developed, so that he can
have an answer to that.

Mr. LANCASTER. On your CSP question, we had done an estimate
last year of, assuming those numbers, determining that. Assuming
the number of acres that are eligible for the program, our current
enrollment rates are $19 per acre. We had assumed about $9 bil-
lion for that program, but neither the House bill

Mr. LATHAM. $9 billion?

Mr. LANCASTER. Yes, sir. But neither the House bill nor the Sen-
ate bill proposed to continue current law under the CSP program.
Both bills looked to cap that program in terms of the number of
acres and what you are enrolling in it. In fact, the House bill did
not propose enrollment in it for the next 5-year period.

Ms. DELAURO [presiding]. The Senate bill does?

Mr. LANCASTER. The Senate bill does allow for enrollment but
does cap those dollars and acres associated with the program and
does streamline it somewhat.

Mr. LATHAM. $9 billion.

Thank you.

Ms. DELAURO. Mr. Bishop.

SMALL AND BEGINNING FARMERS

Mr. BisHOP. Thank you very much.

Secretary Rey, Chief Lancaster, Director Dondero and Mr. Steele,
welcome.

I am concerned about what is happening in our farming commu-
nities, particularly the fact that the average age of our farmers is
getting higher and higher. I think somewhere now it is about 58.5
years. We are having fewer and fewer young people going into
farming, and they cite difficulties in doing that.

And, as you know, the purpose of the agency’s small, limited and
beginning farmer assistance program is to ensure that NRCS pro-
grams are administered in a way that enables small, limited-re-
source and beginning farmers and ranchers to maintain and de-
velop economic viability in farm operations and to ensure that the
NRCS’s technical assistance programs and activities reach the
small and beginning farmers and ranchers.

Can you share with us how effective the program has been, how
the program is working, the extent of participation, and how robust
the agency has been in pursuing efforts to make sure that it
works?
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And I would be particularly interested, if you could supply for
the record, some statistical information, demographic information
on the small, limited and beginning farm assistance program.

Mr. REY. What I would like to submit for the record is an exhibit
that shows what percentage of the Environmental Quality Incen-
tives Program is being enjoyed by small or limited-resource or new
farmers. We have been doing a lot of outreach in that area.

Just as an interesting aside, the median age of a USDA employee
is also about 57 years old today, so we are all, kind of, going off
together into the sunset I guess. We will be able to have these de-
bates in perpetuity. There will probably be enough of us in both
places to have it, too.

Mr. BisHOP. Will somebody be producing our food, though?

Mr. REY. We have proposed in the administration’s farm bill pro-
posal a fairly significant increase in support for the small or lim-
ited-resource farmer. So that has been a focus area of the adminis-
tration under current law. It was an area that we wanted to see
emphasized in the new farm bill, as well.

But I will submit this material for the record so you can see
today what percentage of our programs are going to farmers in
these categories.

Mr. BisHOP. Good. And I hope that you can share with us some
of the demographic information so we know what is small, you
know, what—a real description of who those participants are demo-
graphically.

Mr. REY. What the breakdown is among the categories, yes.

[The information follows:]
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Beginning and Limited Resource Farmers
Summary of EQIP Contracts
Fiscal Year 2007

Percentage

Beginning Farmers and Ranchers &
Limited Resource Farmers and Ranchers 2
Remainder of Participants 92
Total 100

Summary of EQIP Contracts by Race
Fiscal Year 2007

Percentage Amount
Aslan 1 $4,107,407
Black 1 6,511,950
american Ind/Alaska Native 2 17,355,842
Hawailian/Pacific Islands 1 4,890,909
White 91 719,767,520
Undeclared 4 31,551, 8%0
Total 100 S784,18%,517

Beginning Farmer or Rancher: an individual or entity who: {(a) Has not
operated a farm or ranch, or who has operated a farm or ranch for not more
than ten consecutive years.. {This requirement applies to all members of an
entity.); and (b) Will materially and substantially participate in the
operation of the farm or ranch.

Limited Resource Farmer or Rancher: (a) A person with direct or indirect

ross farm sales of not more than $100,000 in each of the previous two
years {to be increased beginning in fiscal vear 2004 to adjust for
inflation using Prices Paid by Farmer Index as compiled by NASS), and (b)
Has a total household income at or below the national poverty level for a
family of four, or legs than 50 pevcent of county median household income
in each of the previous two vears (to be determined annually using Commerce
Department Data) .
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NRCS STRATEGIC PLAN

Mr. BisHOP. Let me ask you about your strategic plan. Last year,
NRCS began development of its new strategic plan. And can you
tell us where you are in the process and how the current farm bill
negotiations of the proposed changes would impact that plan, par-
ticularly in terms of the Department’s internal and external assess-
ments?of natural resources, human capital, civil rights and other
issues?

Mr. LANCASTER. We are making progress relative to our strategic
plan. As you know, it sets forward, kind of, our overarching goals
as we proceed as an agency and then has specific goals about meas-
urable achievements with water quality or soil health and soil
quality.

I would be happy to provide for the record our performance
measures and where we are based on our projected progress. We
are meeting those targets. We are currently under way. We are
currently undertaking an update to that strategic plan based on
the information we have.

As we get into a new farm bill, we will certainly look at those
additional resources that might be provided in that farm bill to see
how we adjust those priorities. And as Congress looks at adjusting
its priorities and where those funds are allocated, we will look at
that strategic plan.

[The information follows:]
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Mr. BisHOP. Is one of those metrics civil rights, so you are able
to determine where you are there with respect to a program’s par-
ticipation with regard to staffing, with regard to all of the civil
rights issues that the Department is concerned with overall? Is
that a part of your strategic plan?

Mr. LANCASTER. It is part of our customer base and our customer
targets for our strategic plan, but, as well, it is an important part
of our human capital strategic plan, how we are investing in our
people and ensuring that we are meeting the appropriate target.

Mr. BisHOP. Thank you.

Ms. DELAURO. Mr. Boyd.

Mr. Boyp. Thank you very much, Madam Chairman. I wondered
what I had done there that took you so long.

CONSERVATION SPENDING

Ms. DELAURO. I try to get the order here right.

Mr. Boyp. No, I was just teasing.

Secretary Rey, Chief Lancaster, others, thank you for being here.
Thank you for your service.

Indulge me for a moment. There are many, many challenges that
the farmer, agricultural producer faces today. I think, in the long
term, though, none more daunting than the one that Chief Lan-
caster has laid out, and that is the development encroachment and
the removal of ag land from agricultural production. I happen to
be from Florida and see that, maybe, in a greater way than maybe
Mr. Latham does out in the West or some other traditional agricul-
tural areas. But nevertheless, it is a problem, I think, all around
the country—rising land costs, other uses, alternative uses.

And I am also one who has a strong belief that we have to be
able to produce our own food to survive here in this country. Now,
your activities in conservation are critically important for that. I
have maps in my office at home that show what the farm that I
was raised on looked like in the Depression, and it was not pretty.
It was nonproductive, in many ways, because of erosion and other
lack-of-conservation problems.

The United States Government made it a productive farm with
the incentives and the programs that exist today to allow our farm-
ers to get help, technical advice and sometimes even financial sup-
port to carry on those conservation practices.

And my question to you, really looking at the proposed budget
and where there are many, many conservation initiatives and pro-
grams that are totally eliminated or substantially cut—grazing
lands, conservation, watershed and flood prevention, watershed
surveys, watershed rehab, RC&D, healthy forests, AMA—my ques-
tion to you is, have we lost our understanding within the Depart-
ment, within the professional and bureaucratic career staff at the
Department, about the value of these conservation programs? Or is
this something that is driven by administrative decisions relative
to budgets?

This is a simple question. It is not complicated.

Mr. REY. What I think you have to do, in reviewing this budget,
is review it alongside of the administration’s farm bill proposal. In
the farm bill proposal, we have proposed to increase conservation
title spending by $7.9 billion over 10 years or by roughly $780 mil-
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lion, $790 million a year. So if you aggregate both of those pro-
posals, what I think you have is a significant increase in conserva-
tion spending.

And as we talked about earlier, we have to see what the final
farm bill looks like. And depending on what it looks like, we may
have to look at this budget and reassess it.

But at least in terms of what we proposed, in its totality, I think
that there is a significant commitment to increasing spending for
conservation or with a focus on spending the money first on what
are the most significant conservation challenges today. And that is,
in one instance, to try to help land owners who are in the path of
development keep their lands as working rural landscapes, and, in
the second instance, try to provide them technical and financial as-
sistance to manage their lands in a way that there are no air and
water quality problems associated with the continued use of those
lands as agricultural lands.

Now, in the course of all that, we have proposed modifications to
programs to make them more effective. The Healthy Forest Reserve
Program, for instance, is one that we proposed funding through the
farm bill and consolidating a similar program. And we have pro-
posed a couple of programs to be eliminated because we thought,
in the broad scheme of things, even if they were producing good re-
sults, they were less important results than other places where we
thought the money could be better spent in the service of one of
those two priorities.

But, you know, those are the kinds of decisions that we will work
on together as Congress completes work on the farm bill. And then,
thereafter, we will work on this budget bill.

CONSERVATION COMMITMENT

Mr. BoyD. So, Secretary Rey, I know I have worked with you for
a long time, and I know where your heart is.

Is your answer, then, that in the Department we have not lost
our understanding of the need for solid Federal help in the area of
conservation? If our farmers are going to stay in business—I will
tell you, we have farmers in Florida that now their land is worth
$10,000, $20,000, $30,000 an acre, and you know what that means
when you start figuring the bottom lines and what you do with
that land. You can never farm that out, it can never be passed on,
unless there is some way to pass it onto the next generation. And
that is, sort of, another battle. You can never buy that kind of land
and make it work.

We are very fortunate we have good commodity markets now. I
mean, I have been doing this—I have been farming for 40 years
myself, and just up and down. And you know what? It may be $5
corn today, but in 3 years it may be $1.75. So it is going to be up,
and it is going to be down.

But we have to—a lot of people are on the land because they
want to be there. And they have to have a partner in the Federal
Government. So do I hear you saying that, in terms of the Depart-
ment, we have the career people and the bureaucrats in there that
really have the commitment to conservation?

Mr. REY. Absolutely. And I think that commitment was reflected
in the farm bill that we sent up to Congress last year and that is
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currently under consideration. Conservation was one of the areas
where we proposed the largest increases in the funding.

And if you look at what we have done with the funding you have
given us and that the Congress has given us with the 2002 farm
bill, you see a dramatic increase in the number of private acres
that are involved in one or another of our conservation title pro-
grams.

When 1 testified up here last year, I think the number I used
was 190 million acres that are under one or another conservation
title programs. The testimony I gave a few minutes ago has 208
million acres. So just within a period of a year, we have been able
to bring more farmers into one or the other of the conservation title
programs.

Mr. Boyp. Thank you very much.

And, Madam Chair, thank you for indulging me with a little
extra time.

TECHNICAL ASSISTANCE

Ms. DELAURO. I will recognize Mr. Kingston in a minute.

Under Secretary Rey, as my colleague was talking to you, we
keep referring to the farm bill. But as I understand this, the farm
bill deals with the dollars for the contract that—in fact, what we
are doing is what I said in my opening remarks, is we are under-
mining the ability to do precisely what Mr. Boyd is talking about,
by cutting out the people who deal with the planning and doing the
assistance of helping to carry out this effort.

The farm bill has program money. It is not dealing with the—
for contracts, not with what we are dealing with in terms of those
who can help to sustain that agricultural base that Mr. Boyd is
talking about.

So I think we have to be—I think we have to really be very clear
as to what is happening here and that Members and particularly
the big farm communities that are represented on this community
and throughout the Congress have to understand what, in fact, is
happening to their ability to be able to sustain themselves.

Mr. REY. The only amendment I would make to what you said
is that the farm bill we proposed did have money isolated for NRCS
staff to make sure that we could deliver the programs that were
proposed in that farm bill and in the 2009 budget.

Now, you know, if the Senate and the House conferees choose not
to do that, if that is a possibility, then we will have to sit down
with you and reassess.

BUDGET AMENDMENT

Ms. DELAURO. No. And I want to be specific about this. And I
am sorry, Mr. Kingston, but because I did ask in my first question,
will we see a formal budget amendment reflecting discretionary
changes needed after the farm bill is enacted so that we know what
precisely is needed and we come before here and talk about the dol-
lars and cents.

And what I also want to know, which we didn’t get answered in
the first go-around, is which program changes or new initiatives
would most impact your 2009 budget based on the House and Sen-
ate-passed versions?
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I have listened to too many people coming before us, Mr. Sec-
retary, again, as I said earlier, putting all of their eggs in the farm
bill basket, and that is not a good bet at the moment. It is not a
good bet.

So will we see a formal budget amendment if there is a discrep-
ancy?

Mr. REY. If there is a need for a formal budget amendment be-
cause there is a discrepancy, we will work with you to produce
that. I am not yet willing to concede that that will be necessary,
but maybe I am more of an optimist. I am always looking for the
pony, and, you know, it is not over until it is over.

Ms. DELAURO. Well, that is true. But, again, I think Mr. Boyd’s
question is pertinent, as to what the future is about. And that is
the thing, we have to keep that core—that is the center of main-
taining and sustaining people on the land.

Mr. Kingston, sorry for the interruption.

Mr. KINGSTON. Thank you, Madam Chair.

Mr. Secretary, first of all, I want to thank you for helping the
Waycross, Georgia, fire, which actually was about 6,000 acres be-
tween my district and Mr. Boyd’s district. And Mr. Bishop, I be-
lieve, had a little bit of it. But it was in southwest-central Geor-
gia—south-central Georgia and northern Florida. And you guys
were very helpful on that. We want to say thank you.

I have a question about the budget that shows a decrease in staff
for CTA from 6,096 work-years in 2008 to 5,525 in 2009, or a loss
of 570 work-years in CTA, about a 10 percent reduction. At the
same time, staffing for CCC-funded programs, especially CRP, is
increasing. In fact, CRP staffing just about doubles from 475 work-
years to 840.

Can you explain that?

Mr. REY. I think that is a description of exchange we were just
having. What that is, is that essentially we are funding some con-
servation technical assistance through our farm bill proposal, and
that addition offsets the reduction in the 2009 discretionary budg-
et.

ORGANIZATIONAL STRUCTURE OF USDA

Mr. KINGSTON. Okay. Does that tie in with the FSA proposal, to
be more involved with conservation?

Mr. REY. No. I think what you are referring

Mr. KINGSTON. As I understand, that proposal has kind of died
down in the farm bill discussions both in the Senate and the
House.

Mr. REY. Yes. What you are referring to is a proposal that has
been made by some for reorganization of some of the functions of
the Farm Service Agency and the Natural Resources Conservation
Service. And we have indicated the administration doesn’t support
that. And you are right, it has died down some. So that is a dif-
ferent issue all together.

Mr. KINGSTON. Although they do feel that that proposal would
put you folks more in the field and out of a desk situation, and that
is why they feel like it is a good deal for the farmer. Do you want
to comment on that?
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Mr. REY. You know, we have run these programs together for a
number of years under a couple of different structures. I think the
arrangement we have with FSA today is probably the most effec-
tive one that we have had. So I don’t know that farmers are going
to be benefiting to any great degree if we change the boxes around
one more time.

Mr. KINGSTON. I will ask some more questions on that for the
record. So maybe we could get back to that.

But I want to say, if Congress agrees for some elimination of
RC&D staff, would those FTEs go into CTA activities?

Mr. REY. Many of those people are doing conservation technical
assistance as a portion of their jobs today. So, should Congress
agree with our proposal, we would transition those staff largely
into CTA-related positions.

Mr. KINGSTON. And would that be enough to meet the technical
needs of farmers and ranchers who are not participating in farm
bill programs?

Mr. REY. We believe that the proposals that we have put for-
ward, both in the farm bill and in the 2009 budget request, will
meet the needs of farmers, both those who were participating in
farm bill programs as well as those who are involved in the devel-
opment of comprehensive nutrient management plans and other
non-farm-bill-related developments.

Mr. KINGSTON. Okay. I have a question. There was a New York
Times article on January 13, 2008—and any time I start off with
referring to a New York Times article, you can bet that the ques-
tion came either from staff or from the Chairwoman, because it is
not on my daily read.

But apparently what the article said

Ms. DELAURO. Do something counterintuitive now.

Mr. KINGSTON. I send her the Wall Street Journal on a daily
basis.

Ms. DELAURO. I read it every day.

Mr. KINGSTON. And then I send her my NRA magazine. She
sends me child nutrition stuff.

Mr. REY. But at least you are both well-read.

ASSISTANCE TO MEGAFARMS

Mr. KINGSTON. But it talked about changes to the EQIP program
in 2002, made the program mission for further concentration of ag-
riculture into megafarms. And the reason was that the payment
limitation for this program increased from $10,000 in 1996 to
$450,000 in 2002.

And what was the reason behind that? Even though most of us
were here, we weren’t on the farm bill negotiations at that time be-
cause it was more authorizing.

Mr. REY. Well, I think it is probably a stretch to say that the
changes to the EQIP program were a driving force in the consolida-
tion of animal agriculture. I think broader market issues have driv-
en that.

What the change in the EQIP program did, however, was make
it possible by raising the cap for NRCS to provide assistance to
much larger producers than would have previously been the case.
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Mr. KINGSTON. Well, was it done at the expense of smaller pro-
ducers, in your opinion? And have you studied that perhaps that
did have an inadvertent effect of that?

Mr. REY. I will let the Chief offer his thoughts. But I don’t think
it occurred at the expense of small producers. I think what it did,
as a consequence of some of the changes in the program that Con-
gress made in 2002, is focus the program on animal agriculture as
one of the top environmental priorities. And I suspect what that
was was a congressional response to some of the environmental im-
plications of the consolidation of the livestock industry.

Mr. LANCASTER. Yeah, I would like to add on that. And I would
be happy to submit for the record, as well, a letter we drafted to
the reporter and shared with him to help him better understand
some of the intricacies of the EQIP program and some data that
he, I think, in the article admitted that he did not have.

But what it shows, as well, is that our average contract size has
not increased appreciably from our pre-2002 farm bill dollars. We
are still doing many smaller contracts. We have very few contracts
that are at that $450,000 limit.

The intent, though, I think, of the program is to address those
resource concerns regardless of the size of the operation, regardless
of what you are producing. You know, we want to make that pro-
gram available to you to help address your resource concerns.

But the data shows that our contract size, our average contract
size is still well below $20,000 as an average contract size. And I
don’t believe it has had an impact on smaller producers. We have
to remember, in the context of the program, we were talking about
a $174 million program prior to 2002, $174 million a year, and now
we are a little over $1 billion annually.

[The information follows:]
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United States Department of Agriculture

ONRCS

Naturai Resources Conservation Service
P.O. Box 2890
Washington, D.C. 20013

JAN17T 2008

Mr. Andrew Martin

The New York Times

229 West 43™ Street

New York, New York 10036

Dear Mr. Martin:

I read, with interest, your January 13, 2008, column highlighting the use of the Environmental
Quality Incentives Program (EQIP) funds to implement conservation practices on large livestock
operations. Since you indicated you did not have 2007 data on hand when writing the piece, 1
want to provide updated data along with a few clarifications:

.

As you noted, large livestock operations were excluded by statute from participating in
EQIP as it was originally established in 1996 and the total amount of cost-share and
incentive payments paid to a producer could not exceed $10,000 in any fiscal year, or
$50,000 for multi-year contracts. Congress made some significant changes to the
program in the 2002 Farm Bill; among them were raising the cap on the total cost of
EQIP contracts to $450,000, and allowing large livestock operations to participate.

However, a 2007 report by the Soil and Water Conservation Society and Environmental
Defense summarizing their independent, third-party assessment of the program states:
“Despite the much higher $450,000 limit on what an individual or entity can receive from
EQIP, the vast majority of EQIP contracts are far below the $450,000 limit and the vast
majority of individuals and entities receive far less than that limit. Large contracts and/or
large sums to particular individuals or entities have not captured a significant percentage
of EQIP funds.”

More specifically, the size of the average EQIP contract during 1997-2007 was $15,056.
Of all EQIP funds, 93 percent are associated with contracts of less than $50,000, and
82 percent are associated with contracts of less than $25,000.

You referenced a figure of $179 million for payments made in fiscal year (FY) 2006 for
contracts signed between 1997 and 2006 for animal waste practices. This number reflects
only 30 percent of total EQIP payments made in FY 06 and includes approximately

$42 million in fencing payments,

To receive EQIP funds for animal waste facilities, operations must develop
Comprehensive Nutrient Management Plans (CNMP), a holistic approach that integrates
waste, nutrient, and crop management in an environmentally sound manner. Further,
structures funded through EQIP, such as the lagoons mentioned in your column, must

Helping People Help the Land

An Equa! Opporiunity Providar and Employer
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Mr. Andrew Martin
Page 2

e meet strict construction and quality assurance standards to ensure they operate safely and
as designed.

Because conservation-related technologies continue to evolve, public investment to defray costs
or offset the perceived risks of installing new systems on existing operations is sensible. EQIP is
a tool to assist producers in implementing conservation practices that we all benefit from and it
does not, and should not, discriminate based on size or type. Since EQIP’s inception,
conservation actions supported by the program have improved stewardship on more than

125 million acres, nationwide.

Yes, a handful of large livestock operations have received EQIP funds, but as is clear from the
statistics above, most projects are small in scale and cost. Yet, as the report from the Soil and
Water Conservation Society and the Environmental Defense cautions, it is not the size that
matters most. “Large contracts can have very large environmental benefits,” as well as smaller
ones. But the bottom line is the return on taxpayers’ investment in the form of reduced non-point
source pollution, cleaner air and water, more productive soils, and increased wildlife habitat.

EQIP is the right tool to promote abundant agricultural production and environmental quality-—
compatible goals admired and desired by most Americans.

I would be pleased to provide you with additional information you might need on EQIP or other
programs administered by the Natural Resources Conservation Service, and [ invite you to
consider visiting some EQIP projects with our field staff. To arrange a visit, please contact
Terry Bish, Branch Chief, Executive Communications Branch, at (202) 720-5974; or e-mail:
terry.bish@wdc.usda.gov.

Sincerely,

Arl . Lancast
Chi
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Mr. KINGSTON. Okay. Well, obviously I am out of time.

Ms. DELAURO. Ms. Kaptur.

Ms. KAPTUR. Thank you very much, Madam Chair.

Welcome, gentlemen. I am really glad to have you here. And I
am very supportive of the work of your agency and the critical
work on conservation and natural resources that you all do. Thank
you very much.

I have several questions. Maybe we can tick through them quick-

ly.
EMERALD ASH BORER

First, on replacement tree planting, as we approach this spring
season, particularly related to the emerald ash borer and the
States that have been most heavily impacted, could you perhaps
tell us when the trees have been lost and what special approaches
you might be employing?

I know we are looking at Earth Day and trying to figure out how
to encourage more local groups to access trees from NRCS in the
private sector. And we are talking about millions of trees. We need
everybody’s help to replant.

Do you have, sort of, a magic plan to help us do this?

Mr. REY. I don’t know how magic it is. But we estimate that we
have lost about 20 million ash trees to the borer so far. Most of
that loss has been concentrated in Michigan and Ohio, where the
epidemic initiated.

We have been, so far, successful in containing spot outbreaks
that have occurred outside of the main infected zone. That is im-
portant and, we hope, something that we can continue to enjoy, be-
cause we have seen outbreaks in Pennsylvania, Maryland and
West Virginia, which we have contained.

We are providing assistance to State forestry agencies to help
with tree replanting. We will probably have to increase that assist-
ance as people start to deal with the epidemic within the infected
area. And I can give you some figures on what we have spent so
far on that for the record.

[The information follows:]

2008 EMERALD ASH BORER (EAB) EXPENDITURES FOR REPLANTING

Federal Forest Health (SPFH) $500,000
Coop Forest Health (SPCH) 495,000
Research and Development (FRRE)—approximately 550,000
Total Obligated $1,545,000

In FY 2008 Animal Health Inspection Service (APHIS) will spend approximately
$30.4 million on the EAB. APHIS cooperates with several States (including Illinois,
Indiana, Maryland, Michigan, Ohio, and Pennsylvania) to prevent EAB spread
through survey, regulatory, outreach, and control efforts.

Ms. KAPTUR. All right, Mr. Secretary. I would love for you to take
a look at using our Ohio delegation and what we could do, the
whole of whatever districts are affected. And I don’t want to ex-
clude Michigan. I know your fondness for Michigan. But is there
is something we can do now on our Web sites, at public events?

I mean, we are already planning to do this. But it is a drop in
the bucket; the need is so huge. If anybody over there is a genius
on this, I would sure love for you to send them over and help us
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figure this out. I mean, we are knocking them down at 10,000 a
shot with these machines that come in, and it is unbelievable to
see this happen.

Mr. REY. I will arrange to come up and talk, because if you are
willing to let us use some of your communication tools, this is the
right time to be communicating.

Ms. KAPTUR. I would like for you to meet with the whole delega-
tion. It goes all the way down into Ohio. Or you tell us how far
down it goes. And if we want to do it with the Wolverines, we are
happy to include the Michiganders too.

But this is a really breathtaking set of occurrences that we are
living through, and we have to fight back. I mean, we have to
plant. And we are in a key moment here in the spring. So I would
deeply appreciate a visit.

Mr. REY. The spring is important because one of the means of
transmission is people moving firewood around. So, as we are get-
ting into the camping and then fishing season, any communications
tools that we can use to communicate with the public not to haul
firewood north, south or west is helpful.

Ms. KAPTUR. Right. But we want to get them digging and putting
trees in the ground.

Mr. REY. That, too.

URBAN WILDLIFE

Ms. KAPTUR. So any advice you can give us on how to maximize
these efforts would be appreciated.

Number two, this is probably not your jurisdiction, but I just
want to make you aware, as you get into meetings over there at
USDA, under the conservation and proper management of both the
wildlife and plant life, USDA is not in charge of cities. That is
somebody else’s job.

The problem is, in many places, there are no predators left. And
what we are seeing in cities is explosions of populations of deer,
coyotes, feral cats, squirrels, beyond normal levels. I can’t seem to
get my arms around this. You know, you have a dog warden, but
you don’t have a cat warden. Is it a local problem, or is it really—
you try to take these animals out to the forest, they say you can’t
do that, that is a crime. What are you supposed to do with these
animals?

And we need somebody somewhere who has enough jurisdiction
to help us figure out, in urban areas, where you have explosions
of these populations, what do you do? All I am looking for you is,
who is responsible? If the State is not doing it, if the mayor is not
doing it.

These animals move along stream beds, they do all kinds of
things. And there is a problem there. There is a problem.

So if you could give me advice on where to go, just in—maybe
do some test pilots in urban areas, particularly those with rising
numbers of poor people. There is an explosion in these rodent and
wildlife populations inside city limits.

Do you have any comments on that?

Mr. REY. Only that most of that jurisdiction falls at the county
level. Most every county has animal damage-control officers and an
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agency for that purpose. Usually the dog warden is, you know, a
portion of that agency, but it varies in different jurisdictions.

The closest we come to dealing with that is the Animal and Plant
Health Inspection Service in the Division of Wildlife Services. But
there we are called in typically when there is a conflict between ag-
riculture and wildlife in a much more rural setting than what you
are talking about. So APHIS, for the most part, hasn’t come within
the city limits historically.

Ms. KAPTUR. If somebody over there—and I will end with this,
Madam Chair—but if somebody over there at USDA could give me
an example of where in the country this is being done right, maybe
somebody knows.

I can tell you, in vast jurisdictions, it is not being done right. We
shouldn’t have deer populations, with lyme disease and everything
else—isn’t that what they carry, with the ticks? I can’t tell you how
many people have gotten that. You know, something is wrong here,
and the urban people are ill-equipped to deal with this.

So we need some prototypes, we need some examples of where
this has been done right to be shared more broadly.

Mr. REY. I will ask my counterpart who oversees APHIS work
what their suggestion might be, because they probably do interact
with some of the county organizations. I do know they interact a
lot with the Departments of Natural Resources, the Departments
of Fish and Game in each State. But I think you are probably
right; there is probably a gap, because the Departments of Fish
and Game typically don’t come within the city limits either.

Ms. KAPTUR. Exactly. It is a real issue, and unquantified. But I
tell you, it exists.

Thank you, Madam Chair.

Ms. DELAURO. Thank you, Ms. Kaptur.

Mr. Latham.

RESOURCE CONSERVATION AND DEVELOPMENT

Mr. LATHAM. Thank you, Madam Chairwoman.

Mr. Boyd was making a point about the value of farmland. We
have gone from about $2,000 an acre, $2,500 an acre, up to $6,000,
$7,000, $8,000 an acre for just farmland. This is not development
ground.

And I just think that the financial pressure of producers today,
you are going to have a real problem getting people into more con-
servation programs. And I think we need to have a lot more tech-
nical assistance out there. It is very troubling what Jack was talk-
ing about with reductions there, elimination.

The RC&D, from my understanding, you did a survey a year or
so ago about the public’s perception. That was one of the highest-
rated programs that was out there. And I guess I am troubled
somewhat as to why you would have the elimination of that when
the public likes the program, they use it.

And who is going to do the work if you do eliminate it?

Mr. REY. Well, we are trying to distinguish between the utility
of the program and the Federal role in it. The program, in our
view, will continue.

Mr. LATHAM. Who is going to pay for it?
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Mr. REY. Well, I think the RC&Ds themselves have proven to be
very aggressive and competent fundraisers. Now, if the Federal
Government continues to give the money to them, I am sure they
will continue to take it.

What we looked at is, could the vast majority of RC&Ds continue
on with the program without the Federal money, which was sup-
posed to be a catalyst to get them started and not a, sort of, limit-
less base of support? And the answer—and I think many of them
would probably concede the point is—oh, yeah, it will be harder,
but we will continue on, we can raise the money to cover those ex-
penses.

So this was a case of not diminishing or denying the value of the
program, because it is a highly regarded program. It has been ben-
eficial not only to NRCS but to the Forest Service as well. So it
wasn’t that so much as, in the broad scheme of setting Federal pri-
orities in tight budget times, is this the best use of the Federal
money?

I initially, you know, years ago, concluded it was. We had an
OMB budget examiner at the time who felt very strongly that, you
know, that was one of the ways that you do effect good budget dis-
cipline, is to look at what the proper Federal role is. And he made,
you know, he made a convert out of me.

Mr. LATHAM. Be careful.

Mr. REY. But he is available to you now, too.

Mr. LATHAM. Okay. You don’t have your green eye shades with
you or anything?

Mr. REY. No.

A WATERSHED APPROACH

Mr. LATHAM. We talked earlier about the CSP program, the po-
tential expenditure of $9 billion. And yet, an area where I think we
could do a lot more good is if we looked at total watersheds.

In your budget, you are cutting watershed rehabilitation pretty
dramatically. And it is a small amount, comparatively anyway. But
why don’t we take a holistic approach rather than give individual
farmers money to do something no one can quantify, when I think
we all know that if we do a watershed basis, that that actually is
where you are going to get the results? And you can have 10 good
operators and one bad one, and you are going to have the water-
shed negatively affected. So why would you be cutting this and
with all the money supposedly going to CSP?

Mr. REY. Well, in broad terms, we are trying to focus our con-
servation assistance programs on a watershed basis, because you
are right——

Mr. LATHAM. You are cutting the funding.

Mr. REY. Well, the program that you are referring to is one of
the older programs that provides assistance to local governments
for primarily structural watershed improvement work—in other
words, to build small dams.

It is an old program. It has been around for a long time. It has
been 100 percent earmarked, except for the year that, through a
clerical error, it was 110 percent earmarked. And we think, by and
large, we are sort of running to the end of the road for those kinds
of structural solutions, in any case.
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So, again, in the setting of budget priorities, we would rather
spend the money with land-owner assistance programs and not
buélding a whole bunch of more dams. And that is what this budget
reflects.

Mr. LATHAM. You are cutting technical assistance also.

Mr. REY. Well, no. We are shifting part of the responsibility to
pay f(ﬁ" technical assistance to our farm bill proposal. And, again,
we wi

Mr. LATHAM. Which has about a 10 percent chance of happening
this year.

Mr. REY. I am still looking for the pony, as I said earlier.

Mr. LAaTHAM. Well, I guess.

Thank you, Madam Chairman.

Ms. DELAURO. Mr. Farr.

Mr. FARR. Thank you very much, Madam Chair.

REGULATORY BURDEN

Mark, I just want to sort of lay out something for you here. I was
thinking about this committee and the experience of this com-
mittee. We don’t have many new Members of Congress on here,
and most of us have served in offices before we came to Congress.
And I have 33 years of elected office, from county government to
State government to Federal Government. And I think what I
learned most about the Federal Government is you are not going
to find a solution to a local problem without a Federal partner, be-
cause there is the regulatory process and the monetary.

I am representing one of the most productive places in agri-
culture in the world. It is a 100-mile-long valley called the Salinas
Valley. It produces 85 crops, sells them for about $3 billion. It is
year-round agriculture. It is the largest farm worker community in
the United States, living there, not migratory. All our water is
local. We don’t get it off the State water system.

And what we have is land that is worth, you know, in the hun-
dreds of thousands of dollars an acre. So, essentially, if you look
at the land, there is nothing you can grow on that land that you
can get a return on as equivalent to the value of the underlying
land. And yet people want to stay in—they want to keep it in open
space. They want to farm.

The problem is, is we have so many regulatory issues, and it is
not that they are going to go away. It is that they all, kind of, work
in their own silos with their own budgets.

And we see this now. We have an LBAM spraying program going
on for the light brown apple moth, where, because the moth is a
bad moth, you can’t buy anything where this moth lies. You can’t
ship stuff. But it is the State Department of Agriculture that is re-
sponsible for getting rid of it, and they are spraying. And the
spraying now is getting into—it is a pheromone; it is not a pes-
ticide. It doesn’t kill the moths. It just sort of drives them nuts.
And then they go to mate, and they can’t do that, and therefore it
is supposed to get rid of them in a passive way. Well, this thing
is going to come to a crashing halt because the PR is so bad on it,
nobody wants to be spraying, even with water.

So what I am trying to get at is I have worked with all these
different agencies from time to time—Corps of Engineers, ARS, we
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have a research station in Salinas, and fisheries issues on our
river, fish and wildlife issues, NRCS with the FSA, we are on the
ag extension programs, with the Forest Service. We are also on one
side of the valley and then Park Service on the other, with three
universities—California State University at Santa Cruz, at Mon-
terey, University of California-Santa Cruz, and community colleges.

BIG PICTURE APPROACH

Now, have we ever been able—did you have any experience of
ever putting together a whole team of really good experts that
could take a look at these problems that are right out there?

I mean, it is no longer that we are not going to do it. It is now
just coping. How do we really build a sustainable plan? Cities are
doing a sustainable plan, but they are doing it in a way where,
every time we get to the edge of the city, we have to then do a
sphere of influence for the outside, and then they are sucking in
the ag land. And we are losing the most productive ag lands in
America.

What is going to happen is these kinds of crops can’t be grown
in other places in the United States. They will go to Mexico, and
they will go to Central America. And all the other issues about all
the food safety that we are talking about and pest management
practices and good environmental trade-offs won’t be—Mexico will
probably do a pretty good job, but not to the quality standards that
we insist and certainly not to the health standards that we insist.
But we are going to lose that. We are going to lose that, because
they are going to be able to grow and we can’t.

And my question is, have you ever put together—because I know
you do a lot of things, and you like to go to those Burning Man con-
ventions where everybody in the world shows up with ideas. Have
you ever put together—had an idea of just putting an incredible,
talented team of all of these various entities together and working
with a community just to see if we can overcome?

We have farmer housing problems, which, you know, is in the
Department—we discussed this the other day. We have listings of
fish and wildlife, the steering of the stream. This is a stream that
delivers the water. You have to maintain it. It floods. When it
floods, it is nasty.

I am just kind of overwhelmed by having to problem-solve on a
micro basis, on just micro, little problems, rather than looking at
the big picture of how can we build a plan to sustain 100 miles of
the most productive agriculture in America for the foreseeable fu-
ture? And nobody has yet been able to kind of envision that.

Mr. REY. Actually, the vision for integrated approaches to a
wider variety of environmental problems on a watershed basis is
emerging from the field. It is reflected in the cooperation that has
been going on the last 2 years in the Klamath Basin, and there are
other places where that is occurring.

We have been trying to encourage the development of that. And
one of the proposals in our farm bill was the Regional Watershed
Enhancement Program, designed specifically to provide financial
assistance to the exercise of bringing all of the various State, local
and Federal agencies and land owners together to try to look at
trying to solve those problems.
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Mr. FARR. We do that. We have the largest monitoring of water
quality in the United States. We monitor nine counties wide, and
it is all voluntary. And this is water quality monitoring—it all ends
up in Monterey Bay National Marine Sanctuary. But it is always
built around a specific project.

Let’s do water quality. Let’s get this river fixed up. It is a 100-
mile-long river that is all privately owned. We have no Corps levies
on it, where we have to get a Corps permit to get in it. How do
you get in and do something? Then the Fish and Wildlife says you
can’t cut any trees because it is going to change the water tempera-
ture. We are stuck. The Corps says you have to cut the trees be-
cause you can’t have floods.

So we have a lot of these problems. We have problems of, where
are you going to house people? You have, you know, the E. coli
breakout, where the corporate world comes in and says, “Well, you
are not going to grow the way you have always grown. You will
now put up fences.” and some people will even want you to put
nets over the entire fields so the birds and insects won’t be flying
over them. They are nutty ideas, but they are coming from people
who have a lot of clout in determining whether your product gets
purchased.

So it seems to me that, until we kind of grab a really—like a city
would do, to really do minute planning of how all of these inte-
grated systems can work. And you have to get some controls on
land. It can’t just be, well, after you do all this, you will just go
and sell it for urban sprawl. You can also ask to have conservation
easements on it. And we have a lot of capability of doing that
through buying out development rights. A lot of ranches have put
themselves in a conservation. They will never be subdivided.

But there needs to be some Federal leadership on it. And I am
one of those, but I can’t provide all that technical expertise.

Mr. REY. Uh-huh.

Mr. FARR. And if I were trying to put together a team, I would
like to know some ideas that you might have of how that team can
be put together.

Mr. REY. Okay. I would be happy to visit with you on that.

I think, you know, Salinas Valley would be the kind of area that
we looked at, that we would look at as a candidate for the proposal
that we send forward. Because our proposal, in essence, was one
of providing financial assistance to bring all of the players together
to look not exclusively at water quality issues but at what the
other issues, the conservation issues, are that are affecting a par-
ticular watershed.

In the Klamath, for instance, our experience was it started as a
water dispute, but then as you looked to bring in all of the players
necessary to try to effectuate a solution, what you found is you had
to deal not just with water quality and endangered species but
electricity rates because you were dealing with the power company,
farming practices because those had some implications on water
quality, land tenure because those affected the farming practices,
and basically tribal claims on land because those were also
wrapped in.
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So our experience was, you had to deal with all of those if you
were even going to get to the core issue. And I think what you are
describing in the Salinas Valley is roughly similar to that.

Ms. DELAURO. Thank you, Mr. Farr.

FINANCIAL MANAGEMENT

Mr. Secretary, let me just ask one or two other financial manage-
ment questions.

In the USDA’s Consolidated Financial Statements report for
2007, the Office of Inspector General noticed three significant defi-
ciencies within the Department, the first being the need for im-
provements in overall financial management.

As a part of the 2007 review, NRCS uncovered a significant num-
ber of obligations, legally binding agreements to spend Federal dol-
lars that were no longer acceptable. In the end, NRCS had to can-
cel contracts for conservation projects valued at more than $560
million—more than a half a billion dollars. That is a lot of money.

What happened? Why did NRCS determine that these contracts
were no longer acceptable? And from what program were these con-
tracts cancelled?

Mr. REY. Go ahead.

The Chief has been fussing with this, so I will let him add

Ms. DELAURO. Let me ask, Chief, is $560 million the final
amount of the contracts were cancelled? Or did NRCS cancel a
large amount after a further review?

Mr. LANCASTER. We continue to obligate and deobligate money.
So when you are looking at that deobligation number, that number
will continue to change, and change daily. The reason those dollars
are deobligated, there are many reasons for that.

When you look at our various programs, mandatory programs as
well as discretionary, we have our cost-share programs where we
will enter into a contract with an individual producer to say—and
by statute, those are up to 10 years. So we go into a contract with
a producer who agrees on a schedule for when they will implement
certain practices: We will put in fencing this year, we will put in
a heavy-use area next year, we will put in an animal waste system
the third year. So we work with producers very closely in each of
those years to try and keep them on track.

What happens in agriculture, as you well know, is weather hap-
pens, price change happens. And at some point in the context of
that 5- or 10-year contract, a producer will come to the conclusion
that they are no longer able to make that investment within the
period of that contract.

We base our contracts—we obligate that money when the con-
tract is signed. So, in year one, we obligate the dollars associated
with those practices that will be implemented in year five, and we
base that on a certain cost-share rate of what that costs in today’s
dollars. Well, 5 years from now—you know, after Hurricane
Katrina, concrete prices doubled, or plastic prices tripled. So the
producer comes to the realization that they are no longer able to
fulfill that contract based on the prices and based on the prices
that they are getting.

So we end up canceling the contract with the producer because
they are no longer able to install those practices. That is a
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deobligation. We have obligated the money; we had to then
deobligate it.

With our easement programs, in many cases, we will order an
appraisal as we get toward the point of actually—we will obligate
the dollars into essentially a contract where we then move forward
with appraisals. The producers may at some point, before they en-
roll their land in an opponent easement, may get cold feet and say,
based on where prices are and based on what I want to do with
this land, I have changed my mind. Those dollars are then
deobligated.

Any cost recovery we do related to those deobligations aren’t bal-
anced on the books against the deobligation. So if we recover our
costs associated with the technical assistance or any fines or any
cost recovery we charge them in terms of penalty, that is not offset
against the deobligation. So you will see in WRP significant
deobligations where producers backed out of what they initially in-
tended to do in their contract.

The Emergency Watershed Protection Program is a good example
that shows with dollars—we will have a disaster event tomorrow.
We will go out and do an assessment. At some point, we will obli-
gate dollars into a contract to do that cleanup work. What we see
in that program particularly is, you are always going to ensure you
have the money to do that job. Because conditions have changed,
because we may be able to get the work done more cheaply, we end
up deobligating dollars out of EWP. That money then goes to the
next project in line.

So when Congress, when you consider supplemental appropria-
tions bills and you fund EWP and you provide, say, $80 million—
our current backlog is about $90 million in EWP. If you were to
provide $70 million, it is very likely that $70 million will, dollars
that are deobligated will be reobligated into other contracts,
deobligated and then reobligated again, so that we move down our
backlog list.

We can provide for the record a list of all our programs.

[The information follows:]
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UNFUNDED APPLICATIONS BY PROGRAM

Environmental Quality Incentives Program (EQIP)

e At the end of FY2007 the backlog for BEQIP is 40,535
applications. It is estimated that these unfunded applications
could potentially treat 20,512,091 acres for an estimated
$864,649,270 in cost share.

» There are 41,700 contracts from Fiscal Year 2007. This allowed
for 17,104,234 acres of treated land for an obligated amount of
$784,185,517 in cost share.

Wildlife Habitat Incentives Program (WHIP)

e At the end of FY2007 the backlog for WHIP is 3,242
applications. It is estimated that these unfunded applications
could potentially treat 763,252 acres for an estimated
$55,736,439 in cost share.

* There are 2,107 contracts from Fiscal Year 2007. This allowed
for 357,699 acres of treated land for an obligated amount of
$31,524,093 in cost share.

Agricultural Management Assistance (AMA)} Program
e The following backlog numbers are from Fiscal Year 2006 data.
e The backlog for AMA 1s 404 applications. It is estimated that
these unfunded applications could potentially treat 33,175
acres for an estimated $8,029,911 in cost share.

e $5,000,000 was obligated for technical assistance in FY 2007,
to accelerate implementation of prior years' contracts.

Wetland Reserve Program (WRP)

s Currently there is no backlog of applications for WRP. The FY
2006 NRCS change in deterr ing the easement compensation value
significantly decreassd the easement compensation values and
the increase in land prices reduced the number of applicants
willing to participate in WRP.

Farm and Ranch Lands Protection Program (FRPP)
e The current backlog for FRPP is 729 applications covering
112,300 acres for $200,000,000.
Health Forest Resexrve Program {HFRP)

e The HFRP backlog for the 3 pilot states of Arkansas, Maine and
Mississippl is 53 applications covering 202,000 acres for
$6,100,000. Two additional states {(Kansas and Minnesotal have
submitted funding proposals reguesting a total of $5,000,000.

Grassland Resexrve Program (GRP)

e The GRP backlog is 7,412 applications covering 5 million acres
for $981,070,482.

Watershed Operations (PL-03 & 08) Projects
$1.43 billion in 365 active watershed projects is needed to install
the remaining measures in existing active watershed projects.

Watershed Rehabilitation (PL-07) Projects
61 rehabilitation projects are in planning, design or are under
construction.

e The funds needed to complete the 61 projects is $47 million;

s 11,300 dams have been constructed with assistance of the
Watershed Programs (PL-534, PL-566, Pilot, RC&D);

e 784 dams have reached the end of their 50 vear life in 2007;

e 2,656 dams will reach the end of their 50 vear life in five
years;
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e Approximately 700 structu
but now have homes and bus
to live and property;

e Rehabilitation congtruction has been completed on 64 dams to
meet current safety criteria.

Watershed Surveys and Planning (WF-06) Projects

There are 100 backlog watershed surveyvs and planning projects in FY
2008.
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USE OF DEOBLIGATED FUNDS

Ms. DELAURO. Yes, that is what I would like. I would like to do
that.

You mentioned the issue of backlogger, a list of unfunded appli-
cations for various—what we hear about at this subcommittee is a
backlog particularly as it deals with the Environmental Quality In-
centive Program. And, for instance, in fiscal year 2006, the agency
reported they had on hand more than $600 million in unfunded
EQIP applications. How many EQIP contracts could NRCS have
enrolled with that $560 million that the agency cancelled last year?
That is the

Mr. LANCASTER. The money we get in those programs are our an-
nual funds. So we will obligate it in—with EQIP for 2008, we will
obligate those dollars in 2008. If those contracts fall out, if they are
deobligated in 2010, those dollars are not available for obligation
in 2010 contracts. We can only use them for contracts signed in
2008.

We use that money for cost overruns. We use it if there is a dis-
aster. If you had a contract in 2008 and you built fencing, and you
had a fire within that wiped out all your fencing, we would go back
and use that 2008 money that was deobligated to pay 100 percent
of the cost to restore that fence. But we are not able to use that
dollar for current-year projects.

And when you talk about the discretionary dollars, in par-
ticular——

Ms. DELAURO. You go back to the backlog of what you have left
over from 2008 that didn’t get funded?

Mr. LANCASTER. No. We are not able to do that.

Ms. DELAURO. You are not able to do that either?

Mr. LANCASTER. Existing contracts where deobligations occurred.

With our discretionary dollars, again, many of those dollars may
fall out and be used over and over again. So the deobligation num-
ber is not an actual—$560 million was lost. Some of that money
may have been lost year after year.

Ms. DELAURO. How do we keep this from happening?

Mr. LANCASTER. We take it very seriously. We are very concerned
with our deobligation numbers.

One of the things we are doing with our—I gave the WRP exam-
ple. We are moving the obligation period much closer to the close
of that easement, which means we are going to invest more money
before we actually obligate the money in terms of the technical as-
sistance relative to the financial assistance for that farm bill pro-
gram. We are going to spend more money before the dollars are ob-
ligated, which means we may be investing money in appraisals or
other expenses.

Ms. DELAURO. Whose idea was it, $3 billion in obligated dollars
from the farm bill conservation program sitting on the books for
various contracts?

Mr. LANCASTER. Those are open obligations. That is where we
have entered in the contract, and the work has not yet been com-
pleted, so we have not yet paid that out.

With EQIP—maybe this will help get to your concern—we are
moving for shorter contracts rather than 10-year contracts or 5-
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year contracts. We are moving toward much shorter contracts
where we will be expending dollars much sooner to the date of obli-
gation.

Ms. DELAURO. What I would like to have from you, if you don’t
mind, what are your best thoughts on how we can prevent this
from occurring, and help to educate us so when we are looking at
this, there is an understanding of what we are dealing with, rather
than, you know, seeing numbers that——

I\;Ifr LANCASTER. We would be happy to work with you and your
staff.

Mr. REY. We can describe how the process works now and then
show you, you know, walk through how it

Ms. DELAURO. Right, the how does it work. But I would really
like to know how you anticipate trying to fix it.

Mr. REY. Right.

Ms. DELAURO. How do we fix this? So.

Mr. REY. Yeah. Obviously, the simplest fix would make these all
no-year funds, but you may not want to do that.

Ms. DELAURO. Probably not.

Mr. REY. But there are other ways of us reporting to you so you
have a running tally of what the deobligation is.

Ms. DELAURO. Ms. Kaptur.

WATERSHED PROGRAMS

Ms. KAPTUR. Thank you, Madam Chair.

I wanted to specifically thank Mr. Lancaster for making the ef-
fort to come to Ohio and to see us struggle forward in our efforts
to handle one of the watersheds. This is an important watershed
of the Great Lake system, and I truly, truly appreciated that.

And as I was listening to Congressman Farr describe his situa-
tion, I couldn’t help but identify with the struggle that we have had
to try to get all the relevant partners around a table to talk about
a chunk of geography that we refer to as the Western Lake Erie
Basin Partnership now, for lack of a better term. It is one of the
watersheds in the Great Lakes region that has a precious global
asset in the form of fresh water.

I think one of the books that most impressed me in my life has
been “Cadillac Desert,” reading that book and then watching my
colleagues Sanford Bishop and Bobby Etheridge from North Caro-
lina as they struggled for water, trucking in water last year during
drought seasons. And I am thinking here, “I sit in the water bowl,
and we are wasting it. We are not managing the asset we have.”

And subsequent, I think—I can’t recall if, during your visit, Mr.
Lancaster, we had the second flood down in Findlay, Ohio, or not.
But, in any case, we really need a mechanism to better assess what
is happening within this watershed and to plan for the proper use
of its natural assets, including fresh water.

Thank God you existed as an agency, as an instrumentality,
NRCS. And the work that Terry Cosby and Steve Davis have done,
they both need big gold crowns for what they have been doing over
the last several years.

And again, as with Mr. Farr, we have been searching for a way
to get our arms around this. We think we are creating a model for
a very large watershed. Because I represent the American equiva-
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lent of Amsterdam; it is flat. But it does have some slope, and the
largest river that flows into the Great Lakes, the Maumee River,
comes through my district, and also Mr. Latta’s district and Mr.
Souder’s district. And we don’t have a very good means.

Mr. Rey, you talk about communication. Now that we understand
more about what ails us, in terms of the mismanagement of this
asset, it flows in the wrong places at the wrong times, we know we
don’t have installations like dry dams that can help us control
where this water goes. But what a great problem to have, fresh
water, when other places are starved for it.

Our problem has been getting the parties around the table, the
same problem Mr. Farr talked about. We are trying to keep the
Army Corps of Engineers involved, trying to keep EPA involved,
USGS involved. And now we are at the point, after several years
of studying—your agency has been stellar in providing us with crit-
ical information we didn’t even have—for instance, maps that are
visually attractive that we can put on our major television stations,
showing people, “This really is soybean bowl, folks. Yeah, we have
corn and we have other things, but this is what is really going on.
We have phosphorous flowing into Lake Erie. And this is what you
can do on your farm.” And they can literally go right down to the
parcel mill because of the technology that we have, we can show
where we have crop enrollment, we can show where we have got
wetland reserves enrollment, we can show where we don’t have
stream beds that have plant life. We have an incredible teaching
vehicle now, but it is not without a lot of effort on the behalf of
many, many people.

And we still don’t have the engineering solutions that we need
to deal with the volume of water that we have, whether we put it
in reservoirs, whether we store it underground. Whatever we are
going to do with this, we still don’t have that piece of it. And I no-
tice in your budget you are canceling all your watershed programs.

I was sitting here looking at the watershed and flood prevention
account, the watershed surveys and planning account. I don’t know
what all that means. All I know is how hard it has been for us to
get to a point where we can work more intelligently to handle this
water asset and its involvement. If it weren’t for NRCS, we
wouldn’t be as far as we are.

And I guess my question to you is, why are you cutting these ac-
counts? And have you replaced them? Now we have to move to im-
plementation. Will USDA play a role in that? Do we have to de-
pend on the Army Corps to do that?

How do we get our arms around handling the water and natural
resource challenges we have in this region, to handle these natural
assets better, by your cutting the authorities that we thought we
would use for implementation?

Mr. LANCASTER. I think—and again, we look at these programs
globally. In the Maumee, the flood measures and the scale of any
projects would exceed what we would do at NRCS. That would be
a Corps project when we are looking at watershed structural prac-
tices.

But what we have chosen to do is focus, really, on our land treat-
ment efforts, our cost-share programs, our technical assistance. We
are working with land owners to address those lands to look at all



71

of our programs in concert where we are preserving ag land so that
those farm lands don’t become impervious surfaces that contribute
more toward those hydrological conditions you are facing, when we
have that ability for that land to serve as a sponge to absorb some
of that water during rain events.

So our focus, again, with those competing priorities for dollars,
has been to focus our dollars in those programs that directly assist
land owners on an individual basis rather than a watershed struc-
tural practice, where—as folks have indicated, we have put about
$6 million into the Watershed Rehabilitation Program because we
recognize that there are aging facilities out there that we need to
ensure that they remain safe for those communities below it. But
when we are challenged with addressing that rehabilitation need
as well as those needs of private land owners, that, in some in-
stances, should we be out there building new structures with our
limited capability within those limited dollars?

So, in your specific example, we are working to cross State
boundaries as well. We have talked about—and we have worked
with our State conservation partners in Indiana so that the focus
is there. We treat this as an entire watershed, and watershed
doesn’t end at a State boundary.

But those are specific NRCS-to-individual-land-owner contracts,
where we are working to help them address their erosion issues,
}:_heir flood control issues, and then we see the downstream bene-
its.

CONSERVATION TECHNOLOGY

Ms. KAPTUR. I just wanted to, Madam Chair, if I could, just take
1 extra minute.

The visuals that have been produced are scientific right down to
the acre, all right. Imagine this, imagine a slide that goes up and
it will be broadcast on all of our television stations, which is within
the capacity of the system to do this now. They can actually show
where an acre of land has a given soil content, and it doesn’t need
as much nitrogen or as much fertilizer, or it needs more lyme rath-
er than phosphorous. And they can show where a farmer has
missupplied. And we have this problem of algal blooms in Lake
Erie. We have all these pollution issues related to the bigger farm-
11;)% within the watershed. The scientific basis of this is unbeliev-
able.

The problem is what Mr. Rey said, who knows it? You know, how
do you get this out there? How do you teach at the level that Mr.
Farr is talking about? I am just talking about this so we can think
more creatively about how to use the information systems we have,
not just in our watershed but in other places across the country.
We are trying to better manage these habitats. And we are creep-
ing toward an answer, but it hasn’t been easy. And without NRCS
ar}lld without the resource people at USDA, we wouldn’t be any-
where.

But it shouldn’t be this hard. I mean, it shouldn’t be this hard
to do this. And we have had our foot on the accelerator for almost
a decade now, trying to do this. Something is wrong with the legis-
lative authority that makes it so difficult for communities to plan
intelligently how to manage their natural resource endowment.
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So I just—I thank you.

And could you give me, in closing, the title of what section of the
farm bill you are saying will do this better than we have done it
in the past?

REGIONAL WATERSHED ENHANCEMENT INITIATIVE

Mr. REY. In the Administration’s proposal, we have proposed to
include within the Environmental Quality Incentive Program a Re-
gional WatershedEnhancement Initiative. So it would be in title 2,
in the language that reauthorizes the Environmental Quality In-
centives Program.

Ms. KAPTUR. And do you know at what level, Mr. Secretary, that
is funded or requested?

Mr. REY. We requested $175 million a year for that, $1.7 billion
over the life of the cycle. I don’t know what is in the House or the
Senate proposal, in that regard. Both proposals treat EQIP pretty
fairly, and so we would probably launch this initiative unless there
is language prohibiting us from doing it with a portion of whatever
is put into EQIP in the final farm bill solution.

Ms. KAPTUR. I thank you.

Thank you, Madam Chair and members.

COST EFFECTIVENESS

Ms. DELAURO. As a follow-up, in terms of water quality, let me
ask you, which of the NRCS water conservation programs—and
this 1s with regard to water quality—is most cost-effective? Which
gives us the most bang for the buck in addressing water quality?
And on the other side of the coin, which program is the least cost-
effective?

Mr. REY. I would say the Environmental Quality Incentives Pro-
gram is the most cost-effective. It is the program we have used
across a larger number of ownerships to deal directly with water-
quality issues and sometimes in cooperation with the Environ-
mental Protection Agency.

The ones that I think are least cost-effective are the ones that
we have proposed for elimination—the structural watershed pro-
grams that basically go to building more small watershed struc-
tures, more of small dams. I don’t think that, over the history, that
those have shown the same level of water-quality improvement for
the investment made.

Ms. DELAURO. Overall, in terms of conservation programs, with
regard to the programs, which of the programs is—just overall in
terms of conservation, which program is the most cost-effective?
This one was with regard to water quality, I am asking about.

Mr. REY. I would say probably the Conservation Technical As-
sistance, because even though we are not incentivizing any par-
ticular category of land owner with financial incentives

Ms. DELAURO. Right.

Mr. REY [continuing]. We are reaching probably the broadest
number of land owners and providing them technical assistance
that is materially affecting the quality of work that they do on
their holdings.

Ms. DELAURO. And that gets back to my colleague Mr. Kingston’s
questions—he isn’t here; I am sure he would jump in—where he
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talked about the CTA. You know these issues, and you are dealing
with the requests in the field, et cetera. But if CTA is the most ef-
fective, CTA is being cut, as I understand it.

Mr. REY. Well, here, again, I would call it a shift. And, you know,
cost efficiency is one important barometer of how you look at pro-
grams.

But, you know, there are people who would make an argument
that the most important programs, period, are the easement pro-
grams, because they are the ones that are having the most mate-
rial impact on what the future of the land involved looks like. Be-
cause once it has been subdivided and paved, you are not going to
get it back into farm ownership. We are going to have to get a lot
higher than the price per bushel for corn that we have right now
before people are going to take jackhammers to their subdivisions
and start planting corn.

So even though you can’t make a case that those easements are
as cost-efficient as CTA, you can make a pretty good case that they
are, in some areas, more important.

CSP COST EFFECTIVENESS

Ms. DELAURO. I am going to follow that with a couple of the CSP
questions and follow up on what Mr. Latham was saying.

As you know, from 2004 to 2007, we provided almost $800 mil-
lion in funding for CSP. Annual costs don’t account for long-term
Federal obligations to continue 5- to 10-year contracts. Just based
on our conversations, right now, in your estimation, Mr. Secretary,
is the CSP program a cost-effective program?

Mr. REY. I think there are things that could be done to make it
more cost-effective than the way it was implemented in the first
round. We have proposed some of those changes in our farm bill
proposal.

I think the program has proven very valuable in terms of pro-
viding some incentives and some examples of high-quality steward-
ship. And I think we can make it better, and that was the purpose
of our proposals.

Ms. DELAURO. Let me ask you this, though. It probably does put
you on the spot, but I think that this is important. Because if you
could invest only another dollar in CSP or another farm conserva-
tion program like what we have been talking about of your choice,
where would you recommend that we spend that additional dollar?

Mr. REY. I am probably going to have to spend the afternoon
with Senator Harkin now. But I think if you asked me where the
last marginal dollar that I have would go, my personal pref-
erence—and it is just a personal preference, not based on any em-
pirical data—would be to put it into Farm and Ranch Land Protec-
tion or Grassland Reserve Program. And that is because I think
that the consequences of the more intensive development of those
lands are irreversible.

You know, there may be some day in the future when you will
give me $10 million more or $10 billion more, when the Federal
budget is in a great surplus. And, at that point, I can reverse some
of the effects of bad stewardship. But I don’t think I am ever going
to convince people to tear down their homes and plant crops or put
land back into farming.
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CSP ENVIRONMENTAL BENEFITS

Ms. DELAURO. I am just going to leave this one for the record,
because my time has run out and I have gone over.

Beyond the anecdotal evidence which is out there, has NRCS
made progress in estimating the program’s environmental benefits?
And if that is the case, I would like you to describe the findings
in the area on the CSP and the environmental policies.

Mr. REY. We have done a lot in the process of trying to quantify
what these programs are producing. And I would be happy to share
for the record the complete part scores for all the programs.

[The information follows:]
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Ms. DELAURO. That is what I would like. I am not asking to you
do that here in a second, but to lay this out, because I think that
this is one of the big questions as part of this program.

Mr. REY. Okay.

Ms. DELAURO. Mr. Farr, I think you are up.

SALINAS VALLEY AGRICULTURE

Mr. FARR. I just want to follow up on that earlier discussion.
Have you ever put together a team of—not applying for grants, but
a team made up of people like you were talking about—Corps of
Engineers, ARS, Fish and Wildlife, NRCS, FSA, the ag extension
programs, maybe even in this case USGS because we are the larg-
est study of earthquakes in the area, Forest Service, Park Serv-
ice—smart teams, I would call it, and take a look at the whole com-
prehensive plan of how to sustain agriculture in the Salinas Val-
ley?

Mr. REY. We have done that in the Klamath Basin.

Mr. FARR. Yeah, I heard you say that. Klamath is complicated.
But it is almost easier because you don’t have a lot of cities in the
Klamath area.

Mr. REY. It is largely a rural landscape. We have done it in the
Sonoma Valley, as well with the Sonoma grape growers, kind of
spurred the interest in that.

Mr. FARR. What was the Federal link there?

Mr. REY. We provided a lot of technical assistance to the work
that they wanted to do, to try to develop a more comprehensive——

Mr. FARR. Was it an invite to come in? How does it get launched?

Mr. REY. I think it was largely through the wine growers’ inter-
ests. And NRCS responded to it, joining Fish and Wildlife Service
and NOAA Fisheries.

Mr. FARR. That is really the only agriculture they have in that
area, wine growers. And they are the Cadillac of growers.

Mr. REY. There is some Forest Service involvement because we
have land on the upper end of the valley.

COLLABORATION TO PRESERVE AGRICULTURAL LAND

Mr. FARR. Is it hard to get them all going to a spot?

I mean, we have some demonstrations that are phenomenal. I
think that one of the greatest farmers in the United States lives
in my district. He is a cattleman, Jack Varian. I took my staff to
see him, and they were just awed by him just talking about the
ground. And most of them had no idea about agriculture. And he
has put all his ranch, 20,000 acres, into ag reserve. He said, you
know, my five kids aren’t going to get to inherit one property. And
he is bringing all the native grasses back. He is bringing back all
the wildlife. He is doing it all without any money. He is just doing
it on his own.

And that is the kind of thing that his approach and that ap-
proach to sustainability—because he is looking at, how do I sustain
the cattle business and five kids who are going to live here, who
have grandchildren, on this piece of property forever? And he does
a lot of recreation with, you know, limited hunting and so on. But
it is fascinating because he has really thought about it.
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And what happens, though, is that if the ranchers around him
fail to stay in that kind of—it is going to ruin the cattle business,
and it is going to end up in urban sprawl. So what you find is that
the anathema of open agriculture is the urban invasions of kids
getting all-terrain bikes and dogs chasing wildlife and cattle, the
fencing and lots of roads. And, you know, all of a sudden, people
who come from the rural area bring all kinds of urban stuff with
them, and they want to live an urban lifestyle in the rural area,
and it is just totally contrasting with what is essential for ag prac-
tices.

So how do you stop all that? How do you make sure that the ag-
riculture is the first line of defense to urban sprawl? And I don’t
think we have really engaged in that very effectively.

And I think the long-term ability of being able to grow in Amer-
ica and in California, which is still a lead ag state, this is the chal-
lenge. How do we bring agriculture into this century? It has essen-
tially been respected, but now that the pressures on it are so great
that people—multimillion-dollar operation in California of an al-
mond grower. He told me he made $24,000 last year. And his kids
are going to college. And he said, you know, if things don’t change,
I can’t run this business, and lots of people are going to be unem-
ployed, and I am going to have to sell the whole thing just to pay
for my children’s education.

That is the kind of thing that I am struggling with is, how do
we make sure that we use all of the talent that we have collected—
and we certainly have a brain trust—really apply it to these prob-
lems that you can’t just solve them inside a stovepipe?

Mr. REY. I think what you are seeing develop, particularly in
California but increasingly in other parts of the country, is collabo-
rative work among a large number of parties to address those
kinds of problems. The growth of the land trust movement in the
last 10 years, for instance, has been——

RESIDENTIAL ENCROACHMENT IN RURAL AREAS

Mr. FARR. We are working with all of that. What I am saying is
there needs to be something more than just this scrapping around
at the local level for the next crisis.

And how do we get that team together? We need this vision of
the departments so the services that you represent and others can
come together—my God, if we collaborate in this thing, we can
really make a difference here. We can sustain agriculture in the
United States of America in the most expensive—I mean, 36 mil-
lion people living in California, and they all want to live in the
rural areas. And we have to be able to keep agriculture economi-
cally viable, or they will all live in the rural areas.

Mr. REY. But they are moving there with increasing frequency,
spending a lot of money, fighting fires to protect their homes.

Mr. FARR. Shouldn’t have built them there in the first place.

Mr. REY. That is a hard case to make when the fire is burning.

Mr. FARR. I know. Santa Cruz County I represented. We had
earthquakes, fires. When the county said, “You built them in the
wrong place; you can’t go back and rebuild them, so you are out,”
it was very controversial. But we ought not allow—with FEMA and
all those organizations, we ought not allow people to go back who
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shouldn’t have built in the first place, and we shouldn’t bail them
out, and they shouldn’t be able to build, get insurance or their
bank loans. We have pushed this stuff to allow a lot of bad things
to happen, and then they ask the taxpayers and Government to
bail them out for a stupid decision.

NRCS COOPERATION WITH FSA

Ms. DELAURO. Mr. Secretary, let me just ask a couple of more
questions. I know Ms. Kaptur has one, and I will try to conclude
with mine, and let Ms. Kaptur be the last question.

And we appreciate your patience here. We are going to vote in
a little bit as well.

I want to talk about NRCS and FSA. Inspector General reports,
audit report, August 2007, reviewed how NRCS and FSA were
working together in California. The programs reviewed what was
preserved, grasslands, emergency watershed protection program,
for one State. OIG found FSA not communicating, FSA making mil-
lions of dollars in improper payments. We have land owners par-
ticipating in both the farm subsidy in the conservation easement
programs. Two agencies are supposed to share the information so
that the public does not pay the land owner twice. So it really
needs to have the two agencies coordinating to make the appro-
priate payments.

What is more frustrating, however, was that OIG had made this
same exact finding in an earlier audit of the same program in the
same State. The earlier audit exemplified the need for the two
agencies to get their acts together, improve their interagency com-
munication. They had been talking about, OIG has, this issue as
a major management challenge from at least 2004 to 2007. The
most recent audit found NRCS still not communicating conserva-
tion easement information to FSA. As a result, FSA made a host
of improper farm subsidy payments to easement-encumbered land.

Let me just say this, because I think it is important. OIG re-
viewed 28 reported easements for three programs in only eight
counties in California. At such a small scale, OIG identified about
$1.4 million in improper payments. If you look at 50 States, 3,000
counties, you can begin to imagine the large dollar amount that we
are looking at, significant costs for the failure of two agencies to
communicate. I don’t think you think it is acceptable. This sub-
committee does not think it is acceptable.

How would you characterize the degree of coordination, coopera-
tion and communication between NRCS and FSA? What steps are
being taken to improve the communication between the two agen-
cies? And more concretely, what actions have the two agencies
talzlen? to address the findings, the repeat findings, in the OIG
audit?

Mr. LANCASTER. Madam Chairwoman, we agree it is completely
unacceptable. We have provided additional training to our folks.

What is unfortunately more embarrassing is I don’t think it is a
result of a lack of coordination between FSA and NRCS. It was a
lack of communication between NRCS employees. What had oc-
curred when we look at the report, the local NRCS office believed,
because the easement programs are coordinated through the State
office, the local office believed that the State office was commu-
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nicating the information to the Farm Service Agency so they would
eliminate those base acres. The State-level NRCS employees be-
lieved that the local office was communicating to FSA the terms of
the easement and reduction of base acres.

I believe that the coordination between the two agencies is very
strong. I think that the relationship is very strong. The training
has been provided, but this was clearly an incident where our staff
internally was not communicating with one another on who was
supposed to notify the Farm Service Agency. So it was more a co-
ordination

Ms. DELAURO. If you can lay out what has been done to address
this issue and to specifically address what the OIG recommenda-
tions are and if they are being complied with.

And as you mention that—let me just go back for one second be-
fore I forget this, with regard to the question on CSP and the envi-
ronmental issues. I know it was the part assessment. What I want
to know is, what has happened since that assessment? So that goes
back to the prior question that I asked about the CSP program.

But, really, this is now 2004 to 2007. You have to lay out for us,
you know, the stopping of this lack of communication, lack of co-
ordination, internal difficulties with State agencies, how is this
going to be ended so that we are not looking at these overlaps? And
we have just done this one area, you know, this one area.

Mr. LANCASTER. I would be happy to provide that for the record.

[The information follows:]
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The OTG identified easements in lifornia
< from lands acquired through co
nrred because elther NRCS
easemen or FSa failed to remove crop acres
when they w informaed by MRCS the an easement clos Jpon
further review, NRCS determined that there was inadequate communication
between HRCS State and Field offices. This resulted in FSA not being
properly informed.
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OIG

MRCS policy in the WRP manual, prior to the audit, stated that the State
Conservationist would (1) provide the affected landowner with written
notification of their cropping rights, (2) provide FSA with a copy of
the letter, and (3} advise the landowner to contact FSA regarding the
impact the easement would have on Production Flexibility Contract acres
and payments, when applicable.

The final recommendation in the 0IG audit was “NRCS provide training to
field offices in Califernia on their responsibilities for notifying FSA
of recorded easementsg”. In response, NRCS performed the following
actions.

In California:

s  On January 23, 2008, NRCS National Headquarters program leaders
provided training to California State staff, in conjunction with a
program review, to ensure that California staff was clear on NRCS
roles and respongibilities for informing the land owner and FSA on
recorded easements. California State office provided training to
all California Field offices February 2008.

e California issued Bulletin 440-8-6, providing further state
specific policy on notification of FSA at bhoth the county and
state levels once an easement has been recorded. California also

forwards copies of Title Company <leosing instructions to FSA in
ance of the actual closing. Currently, FSA 1s being notified
of easement recordation within 2 weeks of closing.

e California State Conservationist appointed an NRCS state liaison
to work directly with the California FSA state coffice to ensure
direct communication on all easements as they ave closed.

&

To address any potential problems nationally, NRCS:

* Updated NRCS- 440-V-CPM with Circular No. 31, {(Part 514) to
improve appraisal procedure guldance to include documenting crop
base and ensuring that the release of crop base was identified and
considered in the easement value.

o Worked with FSA in developing FSA Notice DCP-181, dated 10-29-07
which provided guidance to FSA offices in addressing impropex
payments of crop base acres and outlines to FSA county offices
what NRCS responsibili s were.

s Worked with FSA in developing FSA-1-DCP Amendment 39 this provided
guildance to FSA offices in their regponsibilities to assist
landowner in identifying base acres and providing information to
NRCS to assist in the completion of the CCC505.

+ Tssued NRCS National Bulle
NRCS offices as to what th
easement was closed:

o Completed CCC-505
o Location of enrolled acres, including a location map
o Total acres in the restoration cost share agreement or

in 300~-8-13 that to clarify guidance to
v were to provide FSA offices after the

easement
o Cropland acres in the restoration cost share agreement or
easement

s NRCS Fasemeunts Programs Division (EPD) conducts monthly
teleconferences with state level program managers and to easure
that states are clear on their program vesponsibilities.
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COST OF CEAP

Ms. DELAURO. Let me ask a question about the CEAP program,
which you talked about in your testimony, getting a handle on,
again, what environmental benefits USDA is generating in the
farm bill conservation program.

Since 2004, what has been the total cost of CEAP? What level
of funding are you assuming in 2009? My understanding is that the
goal was to have the monitoring and evaluation data completed be-
fore the 2007 farm bill to better inform the public and Congress as
it deliberated over the new farm bill. Again, it is my understanding
that this program, CEAP, was to help justify the massive increases
in conservation spending on the 2002 farm bill.

We are at the tail end of this farm bill process; at least we hope
we are. And to our knowledge, NRCS has yet to release any CEAP
performance information. After more than 4 years of funding, what
has been the delay? And when will Congress be able to review the
monitoring and the evaluation results?

And again, let me just say this to you. We are coming to the next
round of the farm bill. You are optimistic about it. Why should we
continue to fund CEAP if it is not providing the public information
it was set out to provide?

Mr. LANCASTER. Madam Chairwoman, I share your frustration.
This is a program that USDA initiated in 2004 based on its inter-
est in quantifying these benefits. And it did not meet the target it
was necessary to provide good input for the 2007 farm bill.

As I indicated in my testimony, we will provide initial cropland
data in 2008. I will provide for the record the breakdown.

This is something that I think is important to note. This is not
an NRCS initiative. This is a USDA initiative where we have sig-
nificant contributions from the Agricultural Research Service, the
CSREES, USGS, EPA, Fish and Wildlife Service. This is one that
we have partnered with across Government, with the private sec-
tor, to get this data so that we can truly assess this

[The information follows:]
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CEAP Budget (in thousands of dollars)

FY 2008
CEAP Component planned
National Assessment
Cropland
NRCS Funds 715
Wetlands
NECS Funds 1,200
Leveraged Support:
USGS 176
ARS 78
Grazing Lands
NRCS Funds 1,000
Leveraged Support:
ARS 750
wildlife
NRCS Funds 830
Leveraged Support:
Contribution Agreements:
Association of F&W Agencies 50
Playa Lakes Joint Venture 60
Intermountain West Joint Venture 60
Blackfoot Challenge 85
Arkansas Game & Fish 148
USFWS 3
Mississippi Flyway Council 19
Central Flyway Councl 6
Ducks Unlimited 6
TOTAL Agreements 527
In-Kind {estimated)}
USGS Aguatic Gap Prog 100
University of Maryland 100
USGS-ARMI 50
Multiple Utah partners 75
USFS-Northern Research Station 50
Purdue University 70
TOTAL In-Eind 445
TOTAL Leveraged 972
Bibliographies & Lit Summaries
NRCS Funds 60
Watershed Studies
ARS Benchmark Rsch Projects
NRCS Funds 700
CSREES Competitive Grant Projects
NRCS Funds 0
Leveraged Support ({(CSREES) 1,900
NRCS Special Emphasis Projects
NRCS Funds 590
TOTAL
NRCS Funds 5,155
Leveraged Support 3,876
TOTAL 9,031
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Ms. DELAURO. So none of it is available for this current farm
bill?

Mr. LANCASTER. What we have been able to produce to this point
is synthesis data on what research has been collected, so that we
have provided that in a synthesis. But we have not been able to
mature our models to the point that we are able to provide that
specific detail on a watershed basis. We do expect in 2008, later,
in summer, to have that data for the upper Mississippi River basin.
We certainly will share that with the Committee.

It has been one of my priorities since I have joined the agency.
I have required monthly meetings on progress because it is some-
thing that I think is critical for all of us, if we are going to continue
to make investments in all of these programs, to know what is the
result of that on the ground and how can we quantify benefits so
that we can move to that next phase of conservation Under Sec-
retary Rey has talked about, in terms of market-based rewards for
producers, so we can quantify those practices.

VALUE OF CEAP

Ms. DELAURO. So it is your view that we should continue the
program, even though it doesn’t provide the information, but we
are going to get the information?

Mr. LANCASTER. It is providing some information, at this point.
What it is not—we are not able to do—we are currently moving for-
ward with the peer review of that 2008 data. Our intent is that
this data will be peer-reviewed and science-based so that there will
be no questions about what the data says.

Ms. DELAURO. And its value.

Mr. LANCASTER. And its value. That is correct. This is something
that—as you know, the peer-review process takes, in some cases,
years before that information is published. We expect to have that
upper Mississippi River basin watershed study completed now this
year through that peer-review process.

So I believe it has helped us. We are looking at better under-
standing from each case study on how those programs work. I will
give you an example. And I would be happy to share this with the
Committee. In Kansas, one of the CEAP projects is around Cheney
Lake, which is the drinking water supply for the city of Wichita.
What they were able to determine from CEAP is that 80 percent
of the loading occurring in that lake was from an ephemeral gully,
where, in many cases, we were targeting livestock practices and
other areas and exclusions. What we are able to determine through
CEAP is that the primary contributor to the water resource impair-
ment was ephemeral gullies in this cropland. So we have been able
to refine our practices, to refine what we are fo